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Revised June 14, 2013

Mayor Betty W. Wallace

Mayor Pro-tem Jim Medlin
Council Member Danny Kiser
Council Member Carol Painter
Council Member Dara Royal
Council Member Jeffrey Winecoff

Regarding: FY 2013/14 Budget Message

Dear Mayor and Council Members:

Please find herein the “Proposed Budget” (Budget) for the Town of Oak Island for the Fiscal
Year beginning July 1, 2013 and ending June 30, 2014. All the funds are represented and
balanced The Budget is in conformity with the North Carolina General Statutes and provisions of
the Local Government Budget and Fiscal Control Act. A public hearing will be scheduled (on a
date pending Council approval) at the Oak Island Town Hall Council Chambers. Copies of the
Budget are available for public review at the Oak Island Town Hall, Oak Island Recreation
Center, and G, V, Barbee Library. The Proposed Budget may be viewed online at the Town’s
website www.oakislandnc.com. Town Council may adopt a Budget Ordinance for FY 2013-14 at

any time following the conclusion of the public hearing on the Budget, but not later than June 30,
2013.

As outlined in GS 159-9 the town manager is the designated budget officer and is charged with the
annual preparation of the Budget that is presented to the Town Council for review and deliberation
making adjustments where necessary for public policy decisions. This budget is designed to meet
those statutory obligations. A budget is a flexible document used as a guide that can be amended
throughout the fiscal year to meet the unexpected needs of the Town where needed under the
guidence of statutory authority. It is the Town’s financial plan for providing services in FY 2013-
14. Tt allocates the amount of financial resources required to meet the level of service for the
community for the coming year. It also highlights changes in service levels as well. This
combination is required to provide the quality of life expected by the Oak Island community.

4601 E. Oak Island Drive ® Oak Island, North Carolina 28465
Phone: (910) 278-5011 e Fax: (910) 278-3400  Website: www.oakislandnc.com
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FUND TYPES
Governmental Funds are used to account for the Town’s general governmental activities. These
funds for the Town include:

General Fund

Fire & Emergency Services Fund
Water Fund

Wastewater Fund

Stormwater Fund

Solid Waste Fund

South Harbour Golf Course Fund
Sewer District Fee Fund
Accommodations Tax Fund
Beach Preservation Fund

Beach Fund

Debt Service Fund

YVVVVVVVVVYVYVYY

In this year’s final recommended budget there will be included a separate fund for beach
renourishment expenditures, including engineering, environmental, and construction services
necessary for the survival of the Town’s most important resource, and essential to the survival of our
most important industry, tourism. This has been included in the proposed Budget. Additionally, the
staff will create a “Debt Service Account” for all General Fund debt service for improved
transparency as to the actual operating expenses in each departmental budget, as well as to clearly
reflect the debt service obligations that the Town is required to meet. For the purpose of comparison
the proposed budget has not includéd this particular fund, but will delineate them in the final
approved budget. In the Proposed Budget debt service is reflected by department.

Manager’s Goals in the Construction of the FY13/14 Budget
* To endeavor to maintain current quality service levels at the least possible cost.
e Identify areas of areas of savings.
e Maximize the efficiency of service delivery.
Utilize currently available technology to deliver better services in an efficient manner.

The Town is a full service municipality providing a broad range of services to meet community
needs. The FY 2013-14 Budget is the Town’s financial plan for providing all of the services to
the community consistent with the goals and values of the community.

Highlights of the FY 2013/14 Budget and Budget Issues including the following:

e FEconomic Forecast

The State’s economy continues to crawl its way back from the 2008 recession. During 2012, the
number of non-farm jobs in the state grew by 2.3 percent, an improvement over the 1.3 percent
growth rate in 2011. Close to half of the new jobs added were in lower-paying industries,
however, such as retail, accommodation and food services, and administrative services. The state
is still far from recovering the jobs lost during the recession.

The local economy continues a slow recovery from the recession. The local economy is also
influenced by national and state economic conditions. The local property values have declined
considerably over the last several years, but it appears to be slightly recovering, unemployment
remains higher than acceptable with the Brunswick County unemployment rate upward of 11%
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or 4% above the Statewide average, and the general level of economic activity has not returned
to pre-recession levels. Of considerable concern to municipal operations is the rise in energy and
healthcare costs. The housing market appears poised for a recovery this year. From July 1 to
April 30™ of this fiscal year there has been a 45.9% increase year over the full fiscal year of FY
11/12. Housing prices appear to have bottomed out and begun to rise; indicating that demand for
housing is increasing. This has been viewed as necessary for builders to initiate increased
construction. Construction starts have begun to increase nationwide as well and architectural
billings, an indicator of future construction, are rising.

The Federal Budget is uncertain at best given national competing needs and financial priorities.
Federal funds for shoreline protection projects appears to be a low priority, with funds coming
from a Water Resources Development Act looking dismal if passed at all. The Town has spent
many years in seeking funding of a vital shoreline protection project, subject to the annual
Federal appropriation process. Continued work in this funding area is essential by the Feds, but
recognition of possible non funding is necessary for the pursuit of a parallel locally funded
shoreline protection plan and subsequent permits.

e Property Tax Rate.

There is proposed an ad valorem property rate tax reduction of 2.5 cents from 27.5 cents to 25
cents per $100 valuation. Property values have increased to $2,453,169,240 up from
$2,437,335,792 for FY 13/14 property valuation or $15,833,448 increase in value. The tax levy
for this year is expected to yield $5,856,942 with the reduced rate.

e Result of Expenditure Reduction

4 A 2.5 cent ad valorem tax rate reduction.
4 Reduction of the number of interfund transfers.
-+ Reduction in Storm Water Fees

“ An increase of $25,572 in Capital Reserve Fund for storm water fees

£ An increase in the Beach Fund Balance ( 3% instead of the current year of 2%
deposited from accommodations taxes) of $367,760

4 The reductions in the ad valorem rate plus the increases in the fund balance for
the above three funds equates to a 4.978 cent reduction in the tax rate.

e Debt Service.

All debt service payments will be fully funded as required by State law. Included in the Budget
document is the Town’s current and future debt service schedule. The Town’s debt service
requirements change annually based on debt retirements and additions in any fiscal year.
Refinancing of existing debt can also change the debt service schedule. No new debt is reflected
in this budget.

e Capital Outlay and Capital Improvements Plan (CIP).

Included in this Budget document is the CIP recommended by the Town’s Capital Improvement
Committee. The Board has received the recommended CIP document with action on the CIP
likely in June. A joint meeting of the CIP Committee and Town Council has been held on this
plan.
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e Street Resurfacing.

The Board has approved a priority plan on the sewer cut repair and resurfacing of the Town’s
100 + miles of streets with 2,640 + lateral cuts. The plan calls for the cut repairs to be completed
before significant resurfacing takes place. Arterial streets such as Dolphin Drive and Yacht Drive
will receive priority repair. It is estimated that there is $4.5M to $5M worth of remedial repair
and resurfacing work that needs to be done. The Town receives only approximately $300,000 a
year in Powell Bill Funds in order to complete the total repair and resurfacing needs. If the
Powell bill rate of allocation holds at ~$300,000, the cost of repairs remains static, and are used
solely for this purpose, it would take over 16.67 years to bring all Town streets back to an
acceptable surface standards.

The Board may wish to supplement the effort by alternative efforts such as:

1. Supplementation of the Powell Bill Funds with General Fund revenue, or

2. Possible implementation of a special street resurfacing assessment where property owners on
each street as outlined in GS 160A- 217 petition the Town for improvements with the
residents paying no more than 50% of the costs. This would stretch the amount of funds
available considerably, or

3. Additional debt by way of general obligation bonds would be an option, but given the current
debt status of the Town, this may not be a viable option

e Qutsourcing of Municipal Services

This year Town Staff successfully outsourced the street mowing and grounds maintenance
function resulting in costs savings. Staff also analyzed grounds maintenance at Bill Smith Park
and the collection of brown goods and vegetation. This coming year staff will revisit both
functions, and request proposals for street maintenance. Alternative service delivery options
continue to be reviewed and implemented when identified.

e Employee Compensation and Staffing.

Reflective of current economic conditions, no additional positions are requested, and a total of 12
full time positions have been eliminated for the upcoming Fiscal Year. This reduction in force
also has contributed to savings on benefit costs. Employee retirement costs have increased for
the Local Government Employee Retirement System and the increase has been included. There
is neither cost of living adjustment nor merit increases proposed for employees this year. Due to
rising costs of health care, the Town needs to examine all alternatives for health care costs in FY
14/15. Since the Federal “Affordable Care Act” may become effective this fiscal year, there is a
rise in premiums. The first estimate that the Town received on health coverage from the JWB
Agency (our current insurance broker) is a 10% increase in cost from Blue Cross and Blue
Shield. The Budget will reduce the Town’s share of dependent care coverage for employees by
20% for employees with annual salaries and wages over $42,000, and those under that amount
with a reduction of 10%.
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MAPS Study

The Town engaged the MAPS group in the current fiscal year to conduct a comprehensive pay
classification plan for all employees as well as updating our personnel policies and procedures
manual. Preliminary figures for pay classification adjustments for raw salary came in at
$118,000 which is about 2% of total payroll. With a 30% adjustment for benefits the preliminary
package cost would be around $148,000. Staff would propose that the Board implement these
suggested changes, pending final adjustments and Board approval, to delay implementation until
January 2014. This would reduce the implementation figure to $74,000 for FY 2013/14. ThlS
amount has been included in departmental totals.

e Improvement in Town Commumcatlons with the Public

This year the Town is in the proc:é:s‘,s of installing a new web site that has more flexibility in
quickly getting new and critical information out to the public. Enhancements to the site will be
finished in FY 13/14.

The importance of getting pertinent information out to targeted areas has become increasingly
important. The Town currently uses a reverse 911 system utilized by Brunswick County which
has limited use due to the costs. This budget includes funding in the amount of $3,500 for a
separate reverse 911 system that allows the Town to notify residents not only town wide, but in
targeted areas that would include maybe only a few homes. This will be useful for notifying
residents where there are hydrant flushing, waterline breaks, traffic detours, fire events, bridge
closures, and many other related notifications. This would be extremely helpful in post hurricane
and disaster situations where certain areas are too dangerous to reenter. The system is capable of
communicating to both home and cell phone numbers as well as email notifications.

e Increase in Street Lighting Cost

Based on a recent joint inventory of street lighting conducted by the Town and BEMC, the Town
had 734 lights and had only been billed for 686. The subsequent additional amount that has been
included in the budget is $48,000. The Town is conducting an inventory of decorative streetlights
and those lights when all are identified will be changed back to regular standard sodium vapor
lights. The additional costs per decorative light per month are $5.00.

e Utility Rates.
Utility rates have been increase by 11.75% in order to assist the debt service payment on
the system. This has been increased to address the shortfall of revenue in the system.

e Fees and Charges.
Sewer District Fees have been increased
Storm water fees have been reduced by $.75 in FY 2013-14. Solid waste service fees are
projected to be the same for FY 2013-14. Other fees and charges will continue under
review and for discussion with Council until Budget adoption. The fee schedule has been
updated for this year with input from Department heads, and has been included.
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Beach Issues.

The Budget this year includes increase in the reserves for future beach nourishment
needs. The Town is currently in the process of selecting a coastal engineering firm to
begin work on a comprehensive erosion control and shoreline management plan. Funding
of a Federal GRR project has become less likely, and thus precipitates the need for a
parallel protection plan. The permitting process for any planned project could take
multiple years, and the costs for every mile of restored beach is in the millions of dollars.
During the upcoming year it is important for the Board to review other revenue options to
supplement the Beach Fund. Funding on the Federal and State levels have all but
disappeared so any action most likely will fall on the Town and whatever help the County
may be able to offer.

Solid Waste Service.

There is not an increase in fees for solid waste services in this budget. However, it is
recommended that the method of brown and white goods collection be changed from
curbside pickup twice a year to a system where residents are afforded the opportunity to
take their white and brown goods to a Town operated Town monitored convenience
station located at Airport Road for disposal at scheduled site open times. This will assist
in the elimination of curbside littering and reduce the amount of code enforcement.
Curbside white and brown goods service has contributed heavily to these items being left
illegally in the right of way for extended periods of time. Since the Town will have to pay
for additional container availability and tipping fees at the Airport Road facility along
with monitoring costs. It is recommended that the solid waste fee for this remain the
same.

Fire and Emergency Services

The Yaupon Beach Volunteer Fire Department’s request for $89,500 was not included in
this Budget, due to a very healthy fund balance as of the last financial audit of cash assets
of $441,244. The Town currently pays all of the Department’s expenses in excess of
$40,000 plas an annual debt service payment on the Yaupon Beach Fire Department
building of $314,744 a year for an annual contribution of $362,744. This is a public
policy decision on which the Board will need to make a final decision.

e Qutside Agency Funding
All outside agency funding has been included, pending deliberations by the Board on
each agency.

e Conclusion

In summary, the construction of the “FY 2013-14 Recommended Budget” reflects the
current economic and financial position of the Town to provide services and service
levels. The Town’s business is to provide quality customer service at the most affordable
costs to the taxpaying customer, and this Budget reflects that every effort has been made
to meet this goal. It represents a balanced effort for the Town in maintaining our
community’s quality of life. I look forward to discussing it with you and the public in
more detail in the weeks to come.



EY

2013-2014 Budget Message - June 14, 2013

We would like to encourage the Town’s citizens and taxpayers to study this Budget
document and engage Council with their ideas and input. They, as stockholders of the Town,
should take an active interest in budgetary deliberations.

The Staff and I would like to express our appreciation in advance for the time that the Board
will put into the upcoming Budget deliberations, and we are confident that the outcome of the
Board’s decision will be in the best interest of the Town. Thanks also are deserving of Town
staff who work daily to provide services to the community. I would like to express my
appreciation to the Finance Staff for their tireless efforts in helping to compile the
information in this document as well as the final budget document. I would like to especially
thank Ms. Bonnie Schwerd, Finance Director, who has been working nights and some
weekends and who has produced much of the information in this Budget document.

The Staff and I are available at any time for questions that the Board may have, and look
forward to providing them with any information they desire. Again many thanks for your
efforts in this process.

Respectfully submitted,

e

Steven H. Foster
Town Manager

CC:

Kellie Beeson, Parks & Recreation Director
Van Eddinger, Police Chief

Chris Anseno Fire/EMS Chief

Bonnie Schwerd, Finance Director

John Michaux, Public Services Director
Lisa Stites, Town Clerk

David Kelly, Utilities Director

Brian Edes, Town Attorney
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BUDGET ORDINANCE
FISCAL YEAR 2013-2014
TOWN OF OAK ISLAND, NORTH CAROLINA

BE IT ORDAINED, by the Town Council of the Town of Oak Island, in Council assémbled, in session on
June 25, 2013, that the following fund revenues and departmental expenditures, together with certain
restrictions and authorizations, are adopted:

SECTION | GENERAL FUND
Amounf
A. Revenues Anticipated
Current Year's Property Taxes 6,442,636.00
State Shared Revenues 2,394,501.00
Other 1,055,181.00
Total 9,892,318.00
B. Expenditures Authorized by Departments
Town Cguncil 314,840.00
Outside Aéency Funding 19,500.00
Administration 4,069,618.00
Public Services - Facilities 515,857.00
Police 2,291,358.00
Animal Control 125,333.00
Development Services 429,027.00
Public Services - Admin 159,118.00
Public Services - Fleet Maint. 156,235.00
Public Works - Operétions 1,026,839.00
Parks & Recreation 540,624.00
Parks & Recreation - CRC 94,202.00
Total 9,892,318.00




-Budget Ordinance
Fiscal Year 2013-2014

Continued

SECTION 1l

B.

SECTION 1l

B.

SECTION IV

B.

SECTION V

B.

EMERGENCY SERVICES FUND

Amount

Revenues Anticipated S

Expenditures Authorized

WATER FUND

2,426,988.00

2,426,988.00

Amount

Revenues Anticipated

Expenditures Authorized by Departments
Water Administration

Water Maintenance

3,259,430.00

2,573,643.00
685,787.00

Total

WASTEWATER FUND -

3,259,430.00

Amount

Revenues Anticipated

Expenditures Authorized by Departments

Wastewater Treatment

Wastewater Collection

13,286,459.00

4,314,091.00
8,972,368.00

Total

STORMWATER FUND

13,286,459.00

Amount

Revenues Anticipated

Expenditures Authorized

10

189,486.00

189,486.00



Budget Ordinance

Fiscal Year 2013-2014 7 Continued
SECTION VI SOLID WASTE FUND
Amount
S 847,618.00
A Revenues Anticipated
847,618.00
B. Expenditures Authorized
SECTION VIi _ . SOUTH HARBOUR GOLF COURSE FUND
' Amount
230,526.00
A, Revenues Anticipated
B. Expenditures Authorized by Departments
Golf Course Grounds Maintenance 159,393.00
Golf Course Operations 71,133.00
Total 230,526.00
SECTION VI SEWER DISTRICT FEE FUND
Amount
A, .Revenues Anticipated : : 2,024,290.00
B. Expenditures Authorized | : 2,024,290.00
SECTIONIX ACCOMMODATIONS TAX FUND
Amount
A. Revenues Anticipated 607,540.00
B. Expenditures Authorized 607,540.00

11



Budget Ordinance

Fiscal Ygar 2013-2014 Continued
SECTION X . BEACH TAX FUND
, Amount
A. Revenues Anticipated 404,760.00
404,760.00
B. Expenditures Authorized
SECTION XI CAPITAL RESERVE FUND
Amount
41,137.00
A. Revenues Anticipated
41,137.00
B. Expenditures Authorized
SECTION Xli BEACH PRESERVATION FUND
Amount
13,060.00
A Revenues Anticipated
13,060.00 -
B. Expenditures Authorized

SECTION XIV Tax Rate Established

An ad valorem tax rate of .275 cents per $100.00 at full valuation is hereby established as the official tax
rate for the Town of Oak Island for the fiscal year 2013-2014. This rate is based on an estimated

valuation of $ 2,453,169,240, and an estimated collection rate of 95.5%.

SECTION XV Service Rates Established

The service rates for Town of Oak Island for fiscal year 2013-2014, upon which the Budget is based, will
be established by separate Ordinance by the Town Council. Service rates include those for residential

and commercial solid waste services and water and wastewater services.

12 .



Budget Ordinance :
Fiscal Year 2013-2014 : Continued

SECTION XVI Special Authorization - Budget Officer

The Budget Officer shall be authorized to reallocate departmental appropriations among the various
objects of expenditure, as said officer believes necessary. The Budget Officer shall be authorized to
effect interdepartmental transfers, in the same fund, not to exceed $1,000.00. Notation of all such
transfers shall be made to the Town Council on the next succeeding financial report.

SECTION XVII Restriction - Budget Officer

The inter-fund transfer of monies shall be accomplished by Council authorization only. The utilization of
any contingency appropriation shall be accomplished only with Council authorization.

SECTION XVIII Utilization of Budget and Budget Ordinance

This Ordinance and the Budget Document shall be the basis of the financial plan for the Oak Island
Municipal Government during the 2013-2014 Fiscal Year. The Budget Officer shall administer the Budget
and shall ensure that operation officials are provided guidance and sufficient details to implement their
appropriate portion of the Budget. The accounting section shall establish records that are in agreement
with the Budget and this Ordinance and the appropriate statutes of the State of North Carolina.

SECTION XIX

A copy of this Budget Ordinance shall be furnished to the Budget Officer, the Finance Director, Town
Clerk and the Tax Collector for direction in the carrying out of their duties.

SECTION XX

The Council hereby authorizes the Finance Officer to make an interfund loan from the Accommodations
Tax and General Funds to the Wastewater Capital Project Fund in the total amount of $3,500,000 to be
repaid with level principal payments and an interest rate equivalent to the Town’s annual portfolio returns
from Ultility system revenues over a term not to exceed 10 years.

Adopted this the 25" day of June, 2013.

J/’ &%&ﬂ/ @Lo i

/Betty W. Wallace, Mayor

ATTESTED;
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FY 2013-2014 Debt Summary

by Department and Fund

Department Coding Principal Interest Total ]
Administration
Telephone Sys 10-420 17,266 684 17,950
Town Hall Project 10-420 326,667 179,928 506,595
Yaupon Beach Pier 10-420 90,000 23,706 113,706
Total Administration 433,933 204,318 638,251
Police .
New Headquarters 10-510 266,667 93,360 360,027

« |AddI Financing New HQ 10-510 127,939 51,125 179,064

E Total Police 394,606 144,485 539,091

= .

@ |Public Works - Operations

5 Caterpillar Motorgrader 10-570 17,662 829 18,491

% Total PW Operations 17,662 829 18,491

§ Total General Fund 846,201 349,632 1,195,833

(<]

o Fire/[Emergency Svcs
Yaupon/SH Fire Stations 12-530 408,643 160,597 569,240
E-One Fire Pumpers 12-530 . 30,427 2,098 32,525
2008 Rosenburg Fire Tk 12-530 61,081 23,106 84,187
2 Ambulances/Fire Tk . 12-530 62,348 3,758 66,106
Total Fire/[Emergency Svcs 562,499 189,559 752,058
Total Fire/[Emergency Services Fund 562,499 189,559 752,058
Total FY 14 General Governmental Debt Service - 1,408,700 539,191 1,947,891|
Department Coding ' Principal Interest Total I
Water _ ' :
DOT Waterline Relocation 30-814 141,900 0 141,900
Total Water 141,900 0 141,900
Total Water Fund 141,900 0 141,900
Wastewater - Treatment

o |Land for Utility Plant 31-820 94,748 19,849 114,597

2 |old Wastewater System 31-820 157,974 5,637 163,611

& |Total WW - Treatment 252,722 25,486 278,208

Q

2 |Wastewater - Collections

2 |Revenue Bonds 2008A 31-830 840,000 1,368,588 2,208,588

*2 Revenue Bonds 2009A 31-830 1,155,000 2,693,813 3,848,813

W |IRevenue Bonds 2011 31-830 265,000 521,106 786,106
State Revolving Loan - 1 7 31-830 333,389 131,259 464,648
State Revolving Loan - 2 31-830 276,433 142,799 419,232
Total WW - Collections 2,869,822 4,857,565 7,727,387
Total Wastewater Fund 3,122,544 4,883,051 8,005,595
Total FY 14 Enterprise Funds Debt Service 3,264,444 4,883,051 8,147,495
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Town of Oak Island
Capital Improvement Plan 2013-2014
’ Overview '

Introduction

The Capital Improvement Plan (CIP) is a five years plan that forecasts capital projects based on
the community’s current and future needs and priorities. The CIP is a dynamic planning tool
subject to annual review and update.

The Capital Improvement Committee presents the CIP to the Town Council each year as a
recommendation on the capital expenditures which should be included in the annual budget for
the upcoming fiscal year.

The Town Council determines the content for inclusion in the fiscal year budget.

Definition
A Capital Outlay ltem (used interchangeably with improvement, project, etc.) is defined as
having an expense of $5,000 or more and useful life-greater than one year.

Funding

Larger capital needs/items in the CIP are typically funded over 20 years to maximize financial
resources. ’ : ' ' ‘

e The Town acknowledges the importance of a Capital Reserve Fund in meeting the
community’s continuing capital needs and will continue to maintain it.

o Future consideration of funding from the Capital Reserve Fund will be based on an
approved Capital Improvement Plan (from CAMA LUP).

e The Capital Reserve Fund acts as a savings account leading up to the time that the capital
project is needed.

e Funds placed in a Capital Reserve Fund may only be withdrawn by resolution of the Town
Council, and generally are not intended for other use.

e Grants and other funding sources are also considered in determining capital funding
decisions.

Revised 8 April 2013
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Fiscal Policy

PREAMBLE

The Town shall comply with all the appropriate sections of the North Carolina Local
Budget and Fiscal Control Act as well as the generally accepted accounting practices for
local government as they may change from time to time.

POLICY

Budget

In preparation of the annual budget, the Staff and the Town Council shall estimate
revenues based upon prior year averages and trends as well as estimates of value provided
by the Assessor of Brunswick County. The Town will estimate revenues in a realistic
manner. Tax collections estimates shall be no higher than the collection rate for the
immediately prior year.

The Operating Budget shall reflect the best estimates necessary to deliver services at the
level of service determined by the Town Council. The Budget Ordinance will make
appropriations by Departments and show revenues by major sources. A Capital Asset list
will be developed and updated each budget year.

During the annual budget process, the Town will set aside up to 2.5% of the annual budget
estimate as an unappropriated General Fund Contingency Account. These funds will be
available to the Council to meet unexpected expenses during the fiscal year.. Appropriation
of these funds will be by Council action as the recommendation of the administrative staff.

The Town may allocate an amount of public funds up for the purposes of funding non-
profit corporations that benefit the community. Each year the requesting organization will
complete the appropriate request form to be considered.

The Town will strive to integrate performance objectives and workload indicators into the
budgetary process and recommendations.

The sum of the estimated net revenues and appropriated Fund Balance in each fund shall
be equal to the total budgeted expéenditures in that Fund. Staff will develop and present to
Council at regularly scheduled Council meetings a Quarterly Report that conveys the fiscal
condition of the Town.
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Fiscal Policy (continued)

Fiscal Policies

Interfund transfers are allowed for the allocation of direct or indirect costs of services
rendered by one fund to another. The Town may transfer cash from Enterprise Funds to
the General Funds only after operating expenses; capital outlay and debt service
obligations of the Enterprise funds have been met.

It is the policy of the Town Council that the Town should strive to maintain an
Unrestricted Fund Balance in the General Fund of no less than 25% of the annual General
Fund Budget.

Donations of funds or property that are accepted by the Town shall be used only for the
purpose for which they were given and received.

User fees should be set in a manner that will enable the cost of services that are provided to
be paid by the fee and not supported through taxes. Budgets will attempt to follow that
premise taking into consideration the large amount of debt associated with the utilities
services upgrade. A service that the Town provides substantially above that which is
provided to the general public will be supported through a user fee/charge. The Schedule
of User Fees will be reviewed annually and updated as necessary to accomplish the goals
of this policy.

Grants

Grant funding will be used for specific purposes as either specified in the Grant Agreement
or by Council and not for the expansion of the Operating Budget. Grant Fundmg may be
used for a variety of purposes including: -

1. Current Town operations -
Departmental and long—rahge planning
Capital Projects that are identified in the CIP

Regulatory requirements

U I G

Opportunities to addressthe mission and goals of the Town

Staff will pursue opportunities for grant funding that are consistent with Council Goals and
Policies, and are compatible with the Town’s programs and objectives. All grants pursued
by staff will be presented to the Town Manager for consideration before application is
made. Any awarded funds will be accepted only after Council review and action.

Capital Improvement Plan

In cooperation with the Council’s Capital Improvement Committee, a Capital
Improvement Plan will be developed and updated annually. Capital Projects will be
identified in a Capital Improvement Plan and funded through a “capital project budget”
adopted as a separate action from the adoption of the annual budget.
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Fiscal Policy (continued)

Debt Management

The Town will seek to secure the best financing for Authorized projects. Types, terms and
sources of financing will be considered when selecting financing for Town projects. All
financing shall conform to the“requirements of the North Carolina Local Government
Commission.

The authority to incur long-term debt shall be the sole responsibility and privilege of the
elected Town Council of the Town of Oak Island.

From time to time, the administrative staff may recommend the refinancing of certain debt
instruments when it is in the best interests of the Town of Oak Island.

Contracts

In accordance with NCGS 160A-16 the Board grants the Manager authority to execute all
contracts up to $30,000 on behalf of the Board, provided that the contract is brought to the
Board’s attention at the next full Board meeting. The Board also grants the Manager the
authority to execute all contracts approved by the Board. Contracts under a total cost of
$10,000 may be signed by the apphcable Department Head after prior review with the
Town Manager. :

Accounting, Auditing and Fiscal Reportihg

The Town will establish and maintain a high standard of accounting and reporting of
revenues and expenditures. These standards will follow the Government Accounting
Standards Board (GASB) principles. In addition, they will comply with the generally
accepted practices as approved by the North Carolina Local Government Commission.

An annual audit of accounts will be conducted and presented by an independent auditing
firm certified by the LGC. Upon completion, the audit will be presented and accepted by
the Town Council in a regularly scheduled meeting. The Town will see professional
proposals from auditors certified by the LGC on five-year intervals.

Fixed Asset Inventory

The Town will maintain a fixed asset inventory on all items greater than $5,000.
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