
TO: Mayor and Board of Aldermen 

SUBJECT: Proposed 2008-2009 Budgets for the Internal Service Funds 

The proposed budgets for the Town's Internal Service Funds for 2008-2009 are 
hereby submitted for your review. The Internal Service Funds include operating the 
Public Works Facility and the Garage. The expenditures total $918,940 which is down 
$43,740 from the $962,680 we expect to spend in the current fiscal year. The 
expenditures for 2008-2009 are down 4.5% from what we will spend in 2007-2008. 

The revenues which provide for the operation of the Public Works Fund and the 
Garage Fund come from the General, Water, Sewer and Electric Funds, and these are 
called lnterfund Transfers. To determine the amount to be transferred to the Public 
Works Fund from the other funds, we first determine the cost to operate the Public 
Works facility. Then the other funds are charged a prorated share of these costs based 
upon the amount of space each department in each fund occupies on the grounds and 
inside the structure of the public works facility. 

In the case of the Garage Fund, we first determine all the costs associated with 
the operation, maintenance and repair of all the vehicles and equipment. Each 
department is then charged a portion of that cost based upon the number of vehicles 
that department has under its control. In the case of high mileage vehicles such as 
police patrol cars which use an extraordinary amount of service, gasoline and tires, an 
extra amount is charged to that department for their share of the garage expense. 

I. HIGHLIGHTS OF EXPENDITURES FOR 2008-2009 

A. Cost of Living Adjustments and 401 (k) Retirement Contributions 

Starting with the first full pay period in July, we recommend that all full-time town 
employees receive a 3 % % cost of living raise. This is close to the rise in the 
Consumer Price Index for the Southeastern Region and is a figure intended to assist 
employees in meeting inflation costs. For many employees, most of their income goes 
for gasoline, home energy costs and food, all of which have been increasing at a rate in 
excess of the general inflation rate. For them, I wish we could recommend more, but 
revenue growth has been limited and we have budget constraints that limit additional 
compensation. 



As with the past several years, funds are provided to make a 5% contribution to 
a 401 (k) retirement account for every full-time employee. Employees may invest that 
money as they choose and may contribute their own money into the 401 (k) account. In 
addition to the 401 (k), the Town contributes 5% on behalf of every full time employee to 
either the Local Government Employees' Retirement System or the Local Law 
Enforcement Officers' Retirement System. Employees also contribute to this 
retirement system and it is one of the finest benefits offered to our personnel. 

As the Board is aware, we have some of the best employees that can be found 
in any organization, and it is important that we continue to provide them with decent 
wages and fringe benefits as a reward for the excellent work they do for the community. 

B. Employment Levels 

The 2007-2008 budget for the Public Works Fund provides three full-time 
employees and one part-time employee, the same as the present number. There had 
been a request for an additional part time person, but we simply did not feel funds were 
such that we could recommend a new position at this time. 

In the Garage Fund, there are two employees allocated, which is the same as in 
2007-2008. This section had requested the addition of two full time employees, but as 
with the Public Works and other operations, we felt we had to decline the request. The 
Town has over 100 vehicles and other pieces of equipment which are maintained in the 
Town garage, and we have two outstanding mechanics. A request for additional help is 
not unreasonable, but the timing of the request was not good. As indicated with the 
requests from other departments, we just did not feel 2008-2009 was the year in which 
we would be financially able to add any personnel. 

C. Fringe Benefits Costs 

The greatest fringe benefit provided our employees is health insurance. Over 
the years, the cost of health insurance has increased far in excess of inflation rate. We 
have tried various means in response to increasing costs - changing deductibles, 
changing providers and requiring that employees start picking up a share of the cost of 
this benefit. There is no charge to employees for their own health insurance, only for 
that of their dependents, and the Town continues to pay the full premium for an 
employee and for retirees with at least ten years of service. As noted at the Board 
Retreat, we are looking into some possible changes on health insurance for some of 
our long term employees. 

As we neared completion on the preliminary budget work, it appeared that the 
health insurance premiums from Blue Cross-Blue Shield would be increasing rates by 
5.2%. That is much lower than increases in previous years but still a substantial 
increase when you consider that the Town is paying around $1.5 million for health 
insurance. Then our carrier advised that if the Town would agree to change the 
prescription drug program, they could continue our coverage for no increase in 
premiums. While generic prescriptions would continue with a $10 co-pay, the co-pay 
on brand names and specialty drugs would increase by $10. This change will save the 
Town a great deal of money. 
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Our dental and life insurance coverage is provided through the North Carolina 
League of Municipalities which also provides our Worker's Compensation, Property, 
Automotive and Liability Insurance. We were pleased to learn that the premiums on 
property, automotive and liability insurance will again decline next year as the Town will 
be receiving some credits due to the length of time it has participated in those 
programs. 

In addition to the 401 (k) retirement program, the Town offers the opportunities 
for employees to participate in other retirement programs, to purchase extra life 
insurance for themselves or their dependents, to establish pre-tax health savings 
accounts or special eye care accounts and to take part in a variety of other programs. 

The budget includes funds for Longevity, Safety and Christmas Bonuses, and 
as required by federal law, the Town contributes 7.65% of earnings for each employee 
to Social Security. Our Town employees enjoy a generous fringe benefits program. 

D. Capital Outlay/Infrastructure Improvements Costs 

In the Public Works operation, during the past two years, a number of equipment 
sheds have been added to the rear of the property on Legion Drive. In the 2008-2009 
budget, they would like to add fencing and a hedge along the northern property line 
which abuts the townhouse project, and $20,000 has been set aside for that purpose. 
In addition, a request has been made to renovate the restrooms and shower area in the 
garage area, and we are recommending $15,000 to begin that work. Additional funds 
will be needed to complete the fence work and the restroom/shower project, but we feel 
we cannot afford the entire $90,000 being requested for next year. It needs to be a 
multi-year project. 

The Garage Department was granted a large capital outlay appropriation in 
2007-2008 for the installation of a Fuel Management System for all Town vehicles. 
That cost will run around $74,000. In the coming budget year, they have requested 
only $15,000 for a 25,000 pound lift for heavier weight trucks which they service. The 
reduction from 2007-2008 in the capital outlay appropriation for both the public works 
and garage operations is the reason why the total budget for the service funds is down. 

E. General Operating Expenditur~s 

In the Public Works operation, we will be down about $5,000 overall. While most 
operating expenditures will remain relatively flat, capital outlay will drop significantly, as 
noted in the previous paragraph. Wages and fringe benefits will increase slightly. 

The Garage Fund is expected to decrease by $40,000. As with Public Works, 
operating expenses should remain relatively flat, but capital outlay will be down by 
approximately $60,000. The expense for gasoline, diesel and oil is showing a decline in 
the 2008-2009 budget, but that is because we purchased an extra load of gasoline in 
the 2007-2008 fiscal year. In 2006-2007 the Town spent $225,592 for fuel and oil. In 
2007-2008 we spent $340,000. We have proposed a budget of $334,900 for the 2008-
2009 fiscal year. Tires will be up $10,000 as will Materials and Supplies. 
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II. NOTEWORTHY ITEMS 

Since the Purchasing Department was placed under the Finance Director, there 
have been a number of very positive changes. The department has established a 
central location for office supplies so that individual departments do not have to spend 
time looking for items. The Purchasing Department worked with Administration, Public 
Works and other Departments to purchase and implement the E-Gov System, a 
computerized citizen request system that allows any citizen the ·opportunity to file a 
request or complaint over the internet. The Purchasing Department worked with 
Administration to improve the purchase order system and to create a credit card system 
for Town employees making purchases. During the past year, the Department has 
been of great assistance in selecting furniture and equipping the new fire station, and in 
the year ahead, I suspect they will be involved in selecting furniture for the new police 
department, development office and town meeting area. 

The Garage Operation has oversight of the maintenance and repair of more than 
100 vehicles and pieces of equipment. The two employees assigned to this area save 
the Town a goodly amount of money as opposed to sending these vehicles out for 
repairs. The operation probably does need an additional employee to help handle the 
volume of vehicles the Town owns, and we hope to do that in a future year. 

Ill. SUMMARY 

As the Public Works and Garage Operation Funds are set up solely to provide 
support to the other four funds, this report is brief. It is important that we properly 
maintain the facility and give good care to the rolling stock the town owns and operates. 
We believe that the expenses proposed for these two funds are realistic and 
recommend your approval of these budgets. 

Respectfully submitted, 

0(*"-~/~!!d~~. 
A. Lee Galloway 7 
Town Manager 
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PART 4 - 2008- 2009 - PROPOSED BUDGET 

V. PUBLIC WORKS OPERATION 

A. REVENUES EST. ACTUAL PROPOSED DIFFERENCE 
-·--------· ---------·------~ ----~-

2007-2008 2008-2009 

-~---~~--------------

Charges to Other Funds 285,550 
--·-

281,560 ---~-90) 
Comment: Each department is charr:Jed a prorated share of the cost ---

of this department based upon the square footage the department 
occupies at the public works facility. 

Miscellaneous Revenue 0 0 0 

--
Investment Income 1,480 590 (890) 

--------

TOTAL PUBLIC WORKS REVENUES 287,030 282,150 (4,880) 

B. EXPENDITURES EST. ACTUAL PROPOSED DIFFERENCE 

Public Works Operations 287,030 282,150 (4,880) 
Comment: Wages and fringe benefit costs up $21,000, building 
maintenance ~sup $15,500 and equipment repair up $3,000, but the 
capital outlay is down $43,000 as no new shed to be added this year. 

TOTAL PUBLIC WORKS EXPENDITURES 287,030 282,150 (4,880) 

--

C. PUBLIC WORKS SUMMARY EST, ACTUAL PROPOSED DIFFERENCE 

-

REVENUES 287,030 282,150 (4,880) 

EXPENDITURES 287,030 282,150 4,880 

~~-

DIFFERENCE 0 0 0 
---

PART 4: SERVICE FUND ADDENDUM- PAGE 1 



PART 4 - 2008-2009 - PROPOSED BUDGET 

VI. GARAGE OPERATIONS 

A. REVENUES EST. ACTUAL PROPOSED DIFFERENCE 
----······ ·----~-~ ~-- ------·- ~~-

2007-2008 2008-2009 

Charges to Other Funds 677,130 637,380 (39,750) 
- --

Comment: Each department is_c:;_~_§_r:g_ed a prorated share of the 
-~----·-

cost of operating the Garage based upon the numbe~_of vehicles 
and equipment and the mileage placed on the vehicles. 

- ---

·-

All Other Revenue 50 0 (50) 

Investment Income 560 220 ----- (340) 

-

TOTAL GARAGE REVENUES 677,740 637,600 (40, 140) 
------ ~-~ -~~--~ 

B. EXPENDITURES EST, ACTUAL PROPOSED DIFFERENCE 

Garage Operations 677,740 637,600 (40,140) 
Comment: Wages and Fringe Benefits up $7,200, Gas, Oil, Tires and 
Mate~ials up $14,000, but capital outlay i~ down $59,000. 

TOTAL GARAGE EXPENDITURES 677,740 637,600 (40,140) 
-- ---------'-

-~~---

C. GARAGE SUMMARY EST. ACTUAL PROPOSED DIFFERENCE 

--

REVENUES 677,740 637,600 (40, 140) 
- -

~~- --

EXPENDITURES 677,740 637,600 40,140 

DIFFERENCE 0 0 0 
---~-
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