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June 15, 2010

Honorable Mayor Bringle and
Members of the China Grove Town Council:

I am pleased to submit the China Grove, North Carolina annual budget for fiscal year
2010-2011. This budget was prepared in accordance with the North Carolina Local
Government Budget and Fiscal Control Act. This budget is balanced and identifies all
revenue and expenditure estimates for fiscal year 2010-2011.

BUDGET FORMAT & PURPOSE

This budget is designed to function as a workplan for guiding departmental operations, so
as to accomplish the goals and objectives that were established by the Mayor and Town
Council. This format uses goals and objective statements, departmental highlights and
summaries, and condenses line items to give citizens and the governing body a concise,
but comprehensive view of the Town of China Grove’s operations. Hopefully, the Town
Council, and the citizens of China Grove, will find this year’s budget document helpful in
gaining a better understanding of the Town’s operations. The budget aids the staff in
making decisions, and should assist the Town Council in monitoring the progress of the
Town, ensuring that their goals for fiscal year 2010-2011 are being accomplished.

SUMMARY

The fiscal year 2010-2011 budget proposes that the ad valorem property tax rate be §.43
per $100. Rowan County reassessed property values effective July 1, 2007. This year,
China Grove expects a decrease of $4,784,164 in its tax base. Overall, the General fund
budget has decreased 10.8% over the previous year’s budget. China Grove’s Highway
fund is anticipating a 2.7% decrease in revenue. The utility rates are proposed to increase
12.5 % for water customers and 7.4 % for sewer customers for the upcoming fiscal year.
The water rate will increase from $8.00 per 1,000 gallons to $9.00 per thousand gallons.
The sewer rate will increase from $9.50 per 1,000 gallons to $10.20 per 1,000 gallons.
The Town will maintain a debt service fée for utility customers of $10 per account per
month to help with debt service payments.
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As is the tradition with China Grove Government, this year’s budget is conservative; yet
it is able to address some very important needs. The utility system will see a decrease of
5.4 % over the current budget year. The Town of China Grove will maintain all full-time
and part-time staff. Town employees will not receive a Cost-of Living Adjustment
(COLA). Additionally, there will no funds available for merit increases. Operation costs
are relatively consistent with prior years’ expenditures. The general fund budget and the
water and sewer fund budget have no capital outlay expenditures for FY 2010-11.

GENERAL FUND

Operating revenues in the General Fund have remained fairly consistent over the past
several years. This year, the tax rate will be adjusted to $.43 per $100 of value. Total
property tax revenues are anticipated to be $1,171,800. This is 53.8% of the total
General Fund Revenue. The remaining revenue streams for the Town primarily include
Sales Tax and Utility Franchise Taxes. The Town has seen the economic recession
negatively affect sales tax revenues the last two fiscal years. These two revenues are
projected to bring in $805,000 or 37% of the total General Fund Revenues. Combined,
these three revenue sources account for approximately 91% of the General Fund
Revenues. This coming years General Fund budget is $263,358 less than the current
year’s budget. Conservative budgeting practices by the Mayor and Town Council have
afforded the Town the opportunity to fund its needs, while maintaining a low tax rate.

HIGHWAY FUND

The Highway Fund currently has only one source of revenue. This source is the State’s
annual proportionate allocation of gasoline tax receipts, more commonly referred to as
Powell Bill Funds. The Town has budgeted $112,500 in Powell Bill revenues this
upcoming year. This revenue source is predicted to be 2.7% less for Fiscal Year 10-11.
The Town of China Grove will match soft costs for the CMAQ sidewalk grant approved
during FY 08-09. The town is anticipating $316,000 worth of funds from the State of
North Carolina for the CMAQ sidewalk project. This project will cover six
neighborhoods in town with sidewalk infrastructure.




UTILITY FUND

Operating revenues in the Utility Fund come primarily from water and sewer sales.
Additional revenue comes from tap fees and reconnection fees. Utility rates will increase
12.5% for water and increase 7.4 % in the sewer fund for the coming fiscal year. The
Town will once again endure rate increases from SRU. For three years before FY 08-09,
the Town of China Grove absorbed all or a portion of the utility rate increase from SRU.
Water and sewer sales account for 87% of the total fund’s revenue. The Town of China
Grove will maintain a debt service fee for water & sewer customers of $10 per account
per month. The flat fee revenue will be dedicated to the Town’s significant debt
payments due in October and April. The Town of China Grove will establish a 2000
gallon minimum consumption rate for customers in FY 2010-2011.

FUND BALANCES

The fund balance for the Town of China Grove is in good condition. In previous years,
the Town spent a considerable amount of its fund balance supplementing operations.
This practice was eliminated with the conclusion of the 2003 fiscal year. Unfortunately,
the Town saw its unrestricted fund balance drop from 44.71% on June 30, 1999 to
11.13% on June 30, 2004. The North Carolina Local Government Commission (LGC)
requires an 8% fund balance for all municipalities, and they strongly recommend that
town’s the size of China Grove maintain a fund balance around 60%. With the
conclusion of the 2009 fiscal year, the Town of China Grove’s unrestricted fund balance
had risen to 64.6%. While it has taken several years to do so, the Town has finally
reached a “comfortable” level with its cash reserves. In addition to an ad valorem tax
increase for FY 10-11 the Town will appropriate $58,640 from general fund cash reserves
to balance the budget. It is very important that the Town of China Grove maintain its
fund balance so that we will have adequate funds to deal with any unforeseen disaster, or
be able to absorb revenue shortfalls or unexpected expenses in the future.
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CLOSING

Almost all of the credit for preparing the budget, on the staff side, goes to the Town’s
department heads. Through problem identification, and problem solving, solutions and
suggestions to preventing future problems; they are the ones who help develop the
budget, and carry out the policies of the Town Council. A special thanks goes out to all
of the employees who work hard, and look after the Town of China Grove. These people
make my job as Town Manager easier. 1 want to thank the Mayor and Council members
for all of their patience and trust in working with myself and staff members during this
year’s budget process. In conclusion, the Town’s Staff will strive to keep expenditures in
line with budgeted amounts so as to endure the worst economic recession in the modern
era, and prudently spend public resources. The budget is both fiscally responsible and
reactive to the needs of the community.

Respectfully,

NMW? . ?vaﬂ
William R. Pless
Town Manager




FY 10-11 Budget Ordinance

BE I'T ORDAINED BY THE TOWN COUNCIL OF THE TOWN OF
CHINA GROVE, NORTH CAROLINA:

The following anticipated fund revenues, departmental expenditures, and interfund
transfers are approved and appropriated for the Town of China Grove operations for the

Fiscal Year beginning July 1, 2010, and ending June 30, 2011.

SECTION 1 - General Fund

Revenues:

Property Taxes $1,155,800
Sales Tax $ 630,000
Franchise Tax $ 175,000
SRO Reimbursement $ 34,600
Fire Tax $ 22,100
Transfer from Fund Balance $ 58,640
Other Revenue $ 101,700
TOTAL ESTIMATED GENERAL FUND REVENUES $2,177,840
Expenditures:

Governing Body $ 39,200
Administration $ 381,800
Police $ 750,800
Fire $ 2953800
Community Development and Planning $ 47,540
Public Works $ 592,200
Parks and Recreation $ 70,500
Debt Service $ 00
Transfers $ 00
TOTAL ESTIMATED GENERAL FUND EXPENDITURES $2,177,840




SECTION 2 - Highway Fund

Revenues:

CMAQ Grant
Powell Bill Allocation

TOTAL ESTIMATED HIGHWAY FUND REVENUES

Expenditures:
Street Department(CMAQ Grant)

TOTAL ESTIMATED HIGHWAY FUND EXPENDITURES

SECTION 3 - Utility Fund

Revenues:
Water and Sewer Sales
Debt Service Fee

Taps & Connections
Other

TOTAL ESTIMATED UTILITY FUND REVENUES

Expenditures:
Water Department

Sewer Department
Debt Service

TOTAL ESTIMATED UTILITY FUND EXPENDITURES

$ 316,000
$ 112,500

$ 428,500

$ 428.500

$ 428,500

$1,811,900
$ 194,900
$ 7,000
$ 52,000

$2,065,800

$ 726,700
$ 747,000
$ 592,100

$2,065,800




SECTION 4 - Ad Valorem Taxes

An Ad Valorem tax rate of $0.43 per one hundred ($100) valuation of taxable property,
as listed for taxes as of January 1, 2010 is hereby levied and established as the official tax
rate for the Town of China Grove for fiscal year 2010 - 2011. The rate is based upon a
total projected valuation of § 280,000,000 and an estimated collection rate of 96.0%. The
purpose of the Ad Valorem tax levy is to raise sufficient revenue to assist in financing
necessary municipal government operations in China Grove.

SECTION 5 - Documentation

Copies of this ordinance will be kept on file at Town Hall and shall be furnished to the
Town Clerk and Finance Officer to provide direction in the collection of revenues and
disbursement of Town funds.

SECTION 6 - Special Authorization, Budget Officer

A. The Town Manager shall serve as Budget Officer.

B. The Budget Officer shall be authorized to reallocate departmental appropriations
among the various expenditures within each department.

C. The Budget Officer is authorized to effect interdepartmental transfers of minor
budget amendments not to exceed ten percent (10%) of the appropriated funds for
the department’s allocation, which is being reduced. Notification of all such
transfers or amendments shall be made to the Town Council at their next regular
meeting of that body following the transfers.

SECTION 7 - Restrictions

A Interfund transfers of moneys shall be accomplished only by authorization from
the Town Council.

B. The utilization of any contingency appropriation, in any amount, shall be
accomplished only by the authorization from the Town Council. Approval of a
contingency appropriation shall be deemed a budget amendment, which transfers
funds from the contingency appropriation to the appropriate object of expenditure.




SECTION 8 - Budget Amendments

The North Carolina Local Government Budget and Fiscal Control Act authorizes the
Town Council to amend the budget ordinance at any time during the fiscal year, so long
as it complies with North Carolina General Statutes. The Town Council must approve all
budget amendments, except where the Budget Officer is authorized to make limited
transfers. Please review sections 6 and 7, which outline special authorizations and
restrictions related to budget amendments.

SECTION 9 — Debt Limit Policy

The general obligation debt of the Town of China grove will not exceed eight percent
{8%) of the assessed valuation of the taxable property of the Town. Capital projects
financed through the issuance of bonds shall be financed for a period not to exceed the
expected useful life of the project. The Town of China Grove shall not knowingly enter
into any contracts creating significant un-funded liabilities.

SECTION 10 - Utilization of Budget and Budget Ordinance

This ordinance and the budget documents shall be the basis for the financial plan of the
Town of China Grove during the 2010 - 2011 Fiscal Year. The Budget Officer shall
administer the budget. The accounting system shall establish records, which are in
consonance with this budget and this ordinance and the appropriate statutes of the State
of North Carolina.

Adopted this 15" day of June, 2010

SO S @Wl&m@%’p

Don Bringle, May Attest: Amandﬁller, Town Clerk
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