
TO: Mayor and Board of Aldermen 

SUBJECT: Proposed 2009-2010 Budgets for the Internal Service Funds 

The proposed budgets for the Town's Internal Service Funds for 2009-2010 are 
hereby submitted for your review. The Internal Service Funds include operating the 
Public Works Facility and the Garage. The expenditures total $913,140 which is up 
$96,370 from the $816,770 we expect to spend in the current fiscal year. The 
expenditures for 2009-2010 are up 11.8% from what we will spend in 2008-2009. 

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 have made some adjustments for the 2009-
2010 budget based upon actual data showing the amount of gas used by each 
department. In the past, we made an estimate of all the costs associated with the 
operation, maintenance and repair of all the vehicles and equipment. Each department 
was 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. 

With the new fuel management system, we can track the mileage on a vehicle, 
and the system generates a report showing exactly how much gasoline went into each 
vehicle. Through this report, we learned that the actual consumption of gasoline in the 
police department was considerably less than we thought, while the fuel consumption in 
the Streets and Sanitation Department was much higher than we thought. Their share 
of the cost of fuel and vehicle maintenance has been increased. While the funds all 
come from the same pot, at least we have a clearer understanding of which department 
is actually using the gasoline or diesel fuel and how much they use. 

I. HIGHLIGHTS OF EXPENDITURES FOR 2009-2010 

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

Because of the present state of the economy and the impact upon the revenues 
the Town receives, we are unable to propose a Cost of Living raise or merit increase for 
employees in the 2009-2010 budget. If financial conditions change later in the fiscal 
year, perhaps we can revisit this issue. 



As has been done for 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 chose 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 to the Local Law Enforcement Officers' Retirement System. Employees also 
contribute to this retirement system and it is one of the finest benefits that we offer. 

As we have stated many times, and I know the Board is aware of this, the Town 
has some of the best employees that can be found in any organization. While we are 
unable to offer them higher compensation at this time, at least we are able to maintain 
the generous fringe benefits program as a reward for the excellent work they do. 

B. Employment Levels 

The 2009-2010 budget for the Public Works Fund provides three full-time 
employees and increases the part time employee to full time status. The workload with 
phone calls and contacts from citizens has increased to the point that more help is 
needed with dealing with the public. We are also finding that the Assistant Public 
Works Director and the various Department Heads are spending more time in paper 
work when some additional hours from an administrative assistant would allow 
supervisory personnel more time dealing directly with problems and projects. We are 
also trying to implement a new computer program for cemetery management, and we 
need more hours of the administrative assistant to operate the program. 

The Garage Fund provides two employees, the same as in 2008-2009. This 
section requested a new full time employee, but we could not justify that expenditure. 
As we move toward full operation of the Pin Point Geo Tech system, we believe that it 
may free up some time of personnel in the sanitation operation. Perhaps they could be 
used to assist in the Garage area. 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 we feel we might be 
able to meet that need when we free up some time in the Sanitation Department. 

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 pick 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. We are continuing to look at some 
possible changes on health insurance for some of our long term employees. As noted 
earlier, our personnel have been judicious in the use of their health insurance benefits 
this past year, and Blue Cross-Blue Shield has advised that for 2009-2010, there will be 
no increase. As the Town spends approximately $1.5 million for health insurance, 
when there is no increase, it is a tremendous savings for the Town and our employees. 
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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 be stable next year as the Town will be 
receiving some credits due to the length of time it has participated in those programs. 
We are seeing a substantial increase in Worker's Compensation Insurance due to 
some large claims in two areas. 

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, and in 2008-2009 
some work was done on the north side of the property to form a buffer with neighboring 
residential property. They would like to add a fence along that side, pave a portion of 
the yard and add some more equipment sheds. Unfortunately, we do not have the 
excess funds to do this work. We are recommending the expenditure of $40,000 to 
build a road from our landfill area to the new electric substation property, which would 
tie us to Howell Mill Road. This would allow our trucks to reenter Russ Avenue at an 
intersection with a traffic signal rather than trying to make left hand turns from Bible 
Baptist Church Road, a movement that is difficult with heavy traffic on Russ Avenue. 

The Garage Department has only requested $2,500 for a Snap On Tool 
Scanner. This is a device used to connect to the computer diagnostic system of a 
vehicle to assist them in identifying the cause of the problem with that vehicle. We 
have a system now, but it has become outdated and the upgrade is needed. 

E. General Operating Expenditures 

In the Public Works operation, general operating expenditures will be up by 
about $64,000, mostly in two areas, Wages and Fringe Benefits, to allow the part-time 
position to go full time, and in capital outlay, for the new road out of the landfill. An 
increase in materials and supplies will be offset by a decrease in building maintenance. 

The Garage Fund is expected to increase by approximately $31,760, and that is 
attributed to the price of fuel. While there was a significant drop in the price as the year 
progressed and we showed an under expenditure, we believe the prices will rise again 
and we have budgeted for an increase in that line item. 
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II. NOTEWORTHY ITEMS 

The Purchasing Department has now been under the Finance Director for three 
years, and we continue to see positive results. Employees are doing less of their own, 
independent purchasing and looking to the Purchasing Department to assist them with 
the purchase of materials and supplies. We have seen positive results with the E-Gov 
system, through which we can sell surplus public equipment for a much better price 
than in the past. The Department has also worked with the Assistant Town Manager 
and the architects on the selection of furniture for the new police department and 
development office. We experimented with the Reverse Auction method of purchasing 
this past year and we would like to try that again in the future. 

The Garage Operation has oversight of the maintenance and repair of more than 
1 00 vehicles and pieces of equipment. The two employees assigned to this area save 
the Town a tremendous 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, 

A. Lee Galloway 
Town Manager 
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V.~' PUBL19WP~K~ ()~ERApON 

A. REVENUES 

---------~------~---·~-~--

Charges to Other Funds 

PART 4- 2009 - 2010 

PROPOSED SERVICE FUND BUDGETS 

· .. <<····· ..... \/<............... ;/;. · .. <·;:• .) ,;· 

EST. ACTUAL 

2008-2009 

---~----~-----·--·-~-·-·- - ----------------- --·-·····-----···-

244,500 

PROPOSED DIFFERENCE 

2009-2010 

.. --------·-- ~· -----------------------

309,420 64,920 
--·-··----·--·--·---- -··---·~ --------- ------------···· ---------····· -·--···- ----------- - --·--·-·-

Comment: Each department is charged a prorated share of the cost 
-------~·-··-·· .. ····---------------··-·-·-·-·-·- ·--- ------------·-· - ... 

of this department based upon the square footage the department 
---------·--·--·-··--··-·· --···-·------------------ --· . ----·--·--- --··------~-----------

occupies at the public works facility. Expenses are up in 2009-2010. 
-···-·~-- ··-·----·-···-··------·-·-·----------- ~--·- ------------~. ··--···-·--

---·--·--·-···-··--··--··---·---·--------·----~···~-- -----· ·------- ---·---- -----·---

Miscellaneous Revenue 0 0 0 
--.. --·-·· -·~---~--- . --·----.. --------- --- ·-··--- ~-~---·-----·--

------ ·-·---·--·--------------··- --~·-·---- --·---·-·--------

Investment Income 410 100 (310) 
--··--·-··-- ------·-···-·---- -·· ··-- ~----· -----

- ---·-- -· 

TOTAL PUBLIC WORKS REVENUES 244,910 309,520 64,610 

- ------·--· --~---

·-·· . ----·------

B. EXPENDITURES EST. ACTUAL PROPOSED DIFFERENCE 

Public Works Operations 244,910 309,520 64,610 
---

Comment: Wages and fringe benefit costs are up $32,580, Materials and 
.. -····---

Supplies up $7,000, Building Maintenance down $8,500, Equipment 

Repair and Maintenance up $3,300, Capital Improvements up $27,500. 

TOTAL PUBLIC WORKS EXPENDITURES 244,910 309,520 64,610 
·~· 

·---

- -

.. 

.. .. --·-

c. PUBLIC WORKS SUMMARY EST. ACTUAL PROPOSED DIFFERENCE 

REVENUES 244,910 309,520 64,610 

EXPENDITURES 244,910 309,520 (64,61 0) 

DIFFERENCE 0 0 0 
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PART 4-2009-2010 

PROPOSED SERVICE FUND BUDGETS 

VI •• GARAGE9PERfi.T1pNs .... · /i•, .. i<·,····.··.····.·.····ci.' .. >\}·· •.. ;·.······'.·; 

A. REVENUES EST. ACTUAL 

2008-2009 

~--~- ----------- ---" ·-~~-~---~--.. --- --··------------··-·~--- ---- ------------- -·--·----------
Charges to Other Funds 571,130 
--------- --------.. --------·~·-·- ------------------·---------- ~------·· 

Comment: Each department is charged a prorated share of the cost of 
----- -------·-·--·------------------···-- ---------- --·-·----------· 

operating the Garage based upon the number of vehicles and equipment 
--------- ---···-····----

and the mileage placed on the vehicles. Costs will rise in 2009-2010. 
--·---------------·----·-- ---·-

---··--------- ·---·--··-- -~---- - -----------· 
All Other Revenue 730 
·---·· ----- . ---------------

--------~~-------~·---·-----.-·· ··- --··-------
Investment Income 0 
--· ·---·- ------ ----·--

··---- ·--- . 

TOTAL GARAGE REVENUES 571,860 
--~------------ . ·-· 

··--·----- ----- ... 

-------- ··---

B. EXPENDITURES EST. ACTUAL 

Garage Operations 571,860 

Comment: We expect the prices for gas, oil and tires to rise again next 

year and budgeted a $33,400 increase for those items . 
. 

·---

TOTAL GARAGE EXPENDITURES 571,860 
.. 

--· 

---·· 

··~------

!C. GARAGE SUMMARY EST. ACTUAL 

REVENUES 571,860 

EXPENDITURES 571,860 

DIFFERENCE 0 

PROPOSED DIFFERENCE 

2009-2010 

··--···----- .................... ·················-

603,620 32,490 
-------------------···- -- -·-·--··-------·-

--···--·- ----- --------------

---------·· -----------------------

.. - -------------· 

0 (730) 
------ ----

---·-- ---~----·---

0 0 
----- ------·-----

·-· 

603,620 31,760 

.. 

PROPOSED DIFFERENCE 

603,620 31,760 

603,620 31,760 

-·--··----

PROPOSED DIFFERENCE 

603,620 31,760 

603,620 (31 ,760) 

0 0 

PART 4- REVIEW OF SERVICE FUND BUDGETS- PAGE 2 


