TOWN OF BLACK MOUNTAIN
TOWN COUNCIL

May 21, 2026 BUDGET WORK SESSION Time: 8:30 AM

Town Hall Council Chambers | 160 Midland Avenue, Black Mountain, NC 28711

Agendas and agenda packets may be accessed electronically from your laptop or
smartphone. Visit the Town’s website at www.townofblackmountain.org. Click
on Government and select Town Council to access agenda materials for Town

Council meetings. You can also scan this QR code with your smartphone to
access agenda materials.

I\ .
t# Conserve Resources; print only when necessary.

The Town of Black Mountain is committed to providing accessible facilities, programs, and
services for all people in compliance with the American with Disabilities Act (ADA). Hearing
assistive devices are available at the door. Should you need other assistance or
accommodation for this meeting, please contact Town Clerk Wesley Barker at:
town.clerk@tobm.org, or (828) 419-9300 / TDD (800) 735-2962

1. CALLTO ORDER
2. FY26-27 BUDGET WORK SESSION
2.A. Draft FY26-27 Budget

3. ADJOURNMENT
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During the revaluation process, North Carolina General Statutes requires the Town to publish a
revenue neutral rate, and also allows for a revenue neutral rate with growth. The Town does not
have to adopt the revenue neutral rate, but it does require that the rate be published. Based on
the projected values for FY 25/26, the base revenue neutral rate would be $0.2202. The revenue
neutral rate adjusted for growth would be $0.2290. The draft budget utilizes the adjusted rate of
$0.2290. Based on this rate, the following tax revenues would be available for appropriation:

$2,533,992,391 x $0.2290/100 = $5,802,842 x .995% Collection Rate: $5,773,828
$112,699,852 x $0.2290/100 = $258,082 x .995% Collection Rate: $256,791
Total Tax Revenues: $6,030,619

You will note that vehicle taxes in the current fiscal year were budgeted at $315,000, and only
$256,791 in the proposed budget. During the revaluation year, property values change, but
motor vehicle values do not change. By lowering the tax rate to a revenue neutral rate, motor
vehicle taxes are less.

Based on total real and motor vehicle values of $2,646,692,244, a 1cent tax rate increase would
generate $263,345 in revenues. Based on the current budget shortfall, with no additional budget
reductions, a 6.8 cent tax increase would be necessary.

If the revaluation is frozen for a year, the Town will have to revert back to the estimated 2021
property values provided by Buncombe County. The real property values are estimated at
$1,742,737,387. Vehicle values are estimated at $112,699,582. Under this scenario, the tax rate
would remain at $0.3210. Based on this rate, the following tax revenues would be available for
appropriation:

$1,742,737,386 x $0.3210/100 = $5,594,187 x .995% Collection Rate: $5,566,216
$112,699,852 X $0.3210/100 = $361,766 x .995% Collection Rate: $361,766
Total Tax Revenues: $5,927,982

By freezing the revaluation, the current values actually generate $102,637 less in property tax
revenues. Based on total real and motor vehicle values of $1,855,437,240, a 1 cent tax rate
increase would generate $184,616 in revenues. Based on the current budget shortfall, with no
additional budget reductions, a 9.75 cent tax increase would be necessary. Regardless of the tax
rate, a 3 cent tax increase on a $500,000 house would be an increase of $150.00, or
$12.50/month.

The second major source of revenues for the General Fund are the Local Sales and Use Taxes.
These funds are forwarded to the Town on a monthly basis, and generally run about 2 months
behind the collection of the taxes. For the first 9 months of FY 25/26, the Town has received
$1,917,259 in sales tax revenues, compared to $1,872,189 for the same 9 months last year. This
only represents a 2.4 percent increase over the prior year. This increase is significantly lower
than prior years. The projected revenues for FY 26/27 are projected to be less than the budgeted
amount for FY 25/26.
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Based on the current monthly collections, the Solid Waste Fee ($8.00 per household) is projected
at $425,000 for FY 26/27. The proposed Sanitation Budget for FY 26/27 is $1,135,404. Based
on these numbers, the solid waste fee is currently covering 37% of the operating costs. Should
an adjustment to the fee be considered to help cover a larger part of the costs

The Golf Course green fees and cart fees are based on an estimate from Brent, the Golf Course
Manager, on a full year of operations with 18 holes. This is a conservative estimate based on the
number of rounds that were being played prior to Hurricane Helene.

To cover administrative costs for the Storm Water Fund and the Water Fund, the budget
proposes a $25,000 transfer from the Storm Water Fund and $75,000 from the Water Fund. This
is to simplify the budget process and to eliminate the current cost allocation method that is
confusing and not understood by the various Department Heads.

One of the more significant changes in the proposed budget is the elimination of any
appropriated Fund Balance to balance the budget. After June 30, 2026, the General Fund Fund
Balance could be as low as 12% of the total operating costs. The Town should be looking for
ways to increase the fund balance over the next few years. For the current FY 25/26 budget,
fund balance appropriated is $559,200.

Expenditures Summary

As currently proposed, the budget does not include any salary increases for town employees.
Current salaries are currently at $7,280,827. Base salaries account for 33% of the total budget
costs. Fringe benefits would account for an additional 18% of the total budget costs. Combined
salaries and fringe benefits represent 51% of the total budget costs. The cost of a 1% salary
increase for each fund is as follows:

General Fund $58,081
Fire Department $23,285
Stormwater Fund $ 868
Planning & Development  $§ 5,447
Water Fund $10,701

The Town’s Health Insurance is provided through the NC State Health Plan and is renewed
every January. For budgetary purposes, I have estimated a 10% increase effective January 1,
2027. This would result in a 5% increase from January 1, 2027 to June 30, 2027. For those 6
months, it would result in a 5% increase, which is currently budgeted. The Town will not know
the actual increase until November or December of 2026. Dental insurance will increase from
$28.49/month per employee to $31.08/month effective July 1, 2026.

The Town share for the Local Government Employee’s Retirement System will also increase
effective July 1, 2026. For General Employees the rate will increase from 21.71% to 22.46%.
For Law Enforcement Employees the rate will increase from 23.41% to 24.41%. This is an
increase of just over $72,000.
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Rising fuel costs are having a negative impact on all Departments. We have increased the fuel
accounts due to those extra costs, but the increase may be inadequate depending on how long
fuel will remain at the higher costs. We have also anticipated utility cost increases from Duke
Energy that will impact all Departmental budgets.

The Town will likely see a 5% to 10% increase in Property and Liability Insurance. The renewal
forms have been submitted, but it may be the latter part of June before we receive the final quote.
The Town continues to see a significant increase in solid waste disposal costs. The FY 25/26
budget for the disposal was $180,000. The actual costs will be closer to $240,000. The
proposed cost for FY 26/27 is $245,000 and this may not be enough.

The only proposed major Capital Outlay is for the purchase of new Police cars. The budget
shows the receipt of $260,000 in loan funds for the purchase and the actual purchase costs would
be $260,000. It is anticipated that the first loan payment would be made in the FY 27/28 budget.
A $580,000 loan will be paid off in August of 2026, so those funds will be available for the FY
27/28 budget to make the loan payment.

One item that I added to the preliminary budget was $500,000 for streets and sidewalks. This
money is needed due to the insufficiency of the Powell Bill Funds in meeting the Town’s current
maintenance needs. This amount has been removed from the proposed budget. The Town needs
to develop an additional funding source to cover these maintenance needs in the future.

Golf Course expenditures are up over $200,000. This budget is based on a full year of
operations for 18 holes. Some additional maintenance funds are also requested. There are also
some serious maintenance issues with the Golf Course Grill building that need to be addressed
for the facility to remain operational. The Lakeview Center budget is also based on a full year of
service to the Seniors.

If the Town wants to proceed with the replacement of the 9™ Street bridge, it will require a
substantial match by the Town. The Town’s match is currently dependent upon the receipt of
additional federal funds for the project. The match could be as low as $391,527 or as high as
$842,637. The Town could potentially be responsible for costs already incurred if the decision is
made to not move forward with the project. The Town will also be facing tremendous costs for a
Public Safety facility. This could potentially be extensive renovation costs to the existing
facility, or the construction of a new facility. If the Town is unsuccessful in getting FEMA to
accept this project, either option will probably require the borrowing of the necessary funds to
complete either option, which will require a sizeable debt service payment each year. Due to the
Town’s current financial situation, the Local Government Commissison may be reluctant to
approve any long-term debt. Both of these projects will have an impact on the FY 25/26 budget.

WATER FUND

The City of Asheville has proposed a 32% increase in their wholesale customer rates. This will
result in an additional cost of $308,000 to the Town.
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The FY 25/26 budget for water sales was $2,475,350. The current projections for water sales for
the year will be closer to $2,100,000. This is a projected shortfall of $375,000.

The FY 25/26 budget also included a $265,527 appropriation from fund balance. The projected
shortfall for the water fund could be in excess of $500,000. This is on top of a loss for FY 24/25
that exceeded $400,000.

As currently proposed, the FY 26/27 revenues for the Water Fund are $918,479,479 less than the
proposed expenditures. The current water rates are as follows:

Base Rate: $6.14
0-5000 Gallons  $10.99 per 1000 gallons  $1.099 per 100 gallons
5000+ Gallons  $11.40 per 1000 gallons  $1.14 per 100 gallons

With an estimated 4,244 water customers, each $1.00 increase in the base rate generates an
additional $50,928 in revenues.

The Town currently averages 150,839 100-gallon billing units per month. A $.05 increase per
100 gallons would generate $7,541 of additional revenue per month, or $90,503 per year. To
cover the revenue shortfall, it would require a $.50 increase per 100 gallons, or an additional
$5.00 increase per 1000 gallons. For a customer using 5,000 gallons per month, the additional
monthly cost would be $25.00

The Town received a $500,000 loan from DEQ for the next phase of the Lead and Copper Line
Inventory. This loan is a 0% interest loan, but the loan requirement require a payback over a 5
year period. This will require an additional loan payment of $100,000 for the next 5 years.

The Water Fund is also facing increased utility costs, increased chemical costs, increased fuel
costs and increases in the materials that are required to maintain the system, which provides
limited flexibility in adjusting the budget.

The Town also just recently completed a 5-year update of the Town’s system development fees.
The Council will need to decide as a part of the budget process, if any adjustments should be
made to the current fee structure.

Fire Department Fund

The Fire Department Budget consists of a 59% contribution by the Town and a 41% contribution
by Buncombe County. Based on the proposed budget, the Town’s contribution for FY 26/27
would be $2,008,285, compared to $1,438,650 for FY 25/26. The Town also budgeted $361,400
from Fund Balance toward the budget, but the FY 25/26 audit reveals a Fund Balance of only
$120,896. This could require an additional appropriation from the General Fund prior to June
30, 2026 to insure the budget is balanced.

On the Capital portion of the budget, the Chief did request $2,471,000 for the purchase of an
Aerial Fire Apparatus at an estimated cost of $2,000,000, as well as $471,000 to pay for the mini
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pumper that was ordered a couple of years ago, and will be delivered in August or September of
this year. In the recommended budget, the Capital request has been set a $0 and a principal
payment of $83,982 and an interest payment of $26,216 has been budgeted with the expectation
of a $475,000 59-month loan in FY 26/27 to cover the costs of the mini pumper.

There are additional funds available from Buncombe County based on their proposed
appropriations, but the Town would have to provide the required match of $.69 for every $.41
from the County. Based on the proposed budget, the Town would probably find it difficult to
provide that match.

Planning and Development Fund

The Town’s contribution towards the cost of the Planning and Development Department for FY
26/27 is $241,916. This is in comparison to a contribution of $355,600 in FY 25/26. The
reduction is a result of eliminating having a portion of numerous general fund salaries being paid
from this budget. No significant changes are included in this budget.

Stormwater Fund

The Town’s Stormwater Fund is mostly funded by the Residential, Commercial and Industrial
stormwater fees that are billed on a monthly basis. The residential fee is currently $6.00 per
month. The commercial and institutional with moderate stormwater impacts are $20.00 per
month. Industrial sites with a heavy impact are $100.00 per month. The current stormwater fee
is anticipated to generate $372,000 in revenues.

As with the Planning and Development Fund, the elimination of a portion of numerous general
fund salaries being paid from the stormwater fund, has made additional funding available for
future stormwater projects. The proposed capital budget for FY 26/27 is $185,616.

The budget does include a $25,000 contribution to the General Fund to cover the administrative
services being provided by the General fund, such as payroll, accounts receivable and accounts
payable.

In 2023, the Town received a $400,000 grant for a Stormwater Master Plan. The Master Plan
has been completed and a draft has been provided to the Town. As a part of that Master Plan,

W .K. Dickson, the Engineer subcontracted with Raftellis, a financial consulting firm to perform
a funding and utility rate analysis. As a part of this analysis, they were to recommend a flat rate
residential rate structure. They have developed a stormwater rate model and revenue recovery
method through a 10-year planning period. Staff is currently reviewing the draft stormwater rate
model and are working with the Engineer on scheduling a presentation to Council. The Council
will need to determine prior to June 30, 2026 if any adjustments should be made to the current
fees.
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Staff looks forward to working with the Mayor and Council for an in depth review of the
proposed budget.

Sincerely,

M

Rithard . Hicks
Interim Town Manager
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