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A work session of Beaufort City Council was held on May 19, 2015 at 5:00 p.m. in the City Hall 
Planning Conference Room, 1911 Boundary Street. In attendance were Mayor Billy Keyserling 
and council members Mike McFee, Stephen Murray, George O’Kelley, and Phil Cromer, and City 
Manager Bill Prokop.  
 
In accordance with the South Carolina Code of Laws, 1976, Section 30-4-80(d) as amended, all 
local media were duly notified of the time, date, place, and agenda of this meeting. 
 
Mayor Keyserling called the work session to order at 5:00 p.m.  
 
PRESENTATION: USCB CENTER FOR THE ARTS 
Chancellor Jane Upshaw presented council with a proposal for a collaborative effort in which 
the city would join the county and the university to put in much-needed infrastructure in the 
Center for the Arts (CFA). The CFA is part of USCB’s community outreach, Chancellor Upshaw 
said, and it must be self-sustaining. The CFA is very successful and is the center for arts and 
culture for the City of Beaufort and the whole county, Chancellor Upshaw believes. The 
university built the CFA 25 years ago, so it needs the upgrade “desperately.” County council has 
had two readings that were supported unanimously on the request for $500,000, Chancellor 
Upshaw said. The university has a renovation reserve for approximately $350,000. They will 
also fundraise, and if the legislature gives deferred maintenance, they’ll use that, which will 
require a local match. If the deferred maintenance isn’t until next year, they will “invest it,” 
Chancellor Upshaw said. 
 
The CFA is used a great deal, Chancellor Upshaw said: 23,000 people, according to their online 
ticketing. She attributed its success to Bonnie Hargrove’s creativity. The CFA has gone from “as 
low as it can go,” in the past under different management, Mayor Keyserling said, to its present 
condition; this happened when it went under the auspices of the university. The decision to 
“stick its neck out” was not popular at the university, but Chancellor Upshaw said she knew “it 
was the right vision for us to bring that to that venue. I believed in Bonnie, and it has worked.” 
 
The lighting system is so old that when a fuse is blown, Chancellor Upshaw said, a technician in 
Greenville has to find a system as old as the CFA’s to get a used fuse. Councilman McFee said he 
knows well of the issues Ms. Hargrove and Tammy Gates deal with, and that these renovations 
are “long overdue.” He asked Chancellor Upshaw when they would be able to start. Chancellor 
Upshaw said she expects an answer from county council in the next two–three weeks, and 
USCB already has the renovation reserve. Chancellor Upshaw said if council needs to make its 
contribution of city funds “over some years,” the university is “willing to accept that.” $125,000 
is a big amount to the city, she said, “and I understand that, but . . . this is a resource that 
belongs to everybody.” 
 
Chancellor Upshaw said the seating also needs to be replaced, but replacement of electrical 
wiring and the lighting and sound systems are “not something that you can go to a donor for.” 
 
Councilman Murray said he supports the CFA, and he appreciates “the giant proposal” council 
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was given because of its detail. Chancellor Upshaw said it has the audit report in it, and they 
wanted council to have the consultant’s plan. Councilman Murray, who was the technical 
director at the CFA many years ago, said he could understand the problems they have, and he 
asked council to consider how much technology has changed in 25 years in order for them to 
understand the magnitude of the need for updated systems. But it was the safety issues that 
stood out for him in the report, Councilman Murray added. 
 
Councilman Cromer asked if there were any structural issues that they needed to contend with, 
since the building is old, too. Chancellor Upshaw said there’s no way to get to the second floor 
for the handicapped, but it’s otherwise ADA compliant. They will update the handicapped 
seating but won’t be putting in an elevator.  
 
Chancellor Upshaw said the structural integrity is solid, but this renovation needs to be done. 
Councilman Murray said he knows that the stage was built for a full fly rail. He asked if they are 
planning to do that. Ms. Hargrove said if they were to ask for $2.5 or $2.7 million, they could, 
but the focus is on “what has to be addressed to continue right now.” Ms. Hargrove said if they 
“ever get the money to fly, that would be a game changer,” as would LED lighting.  
 
Councilman Murray said this was a county application for state funds. He asked if the Beaufort 
Accommodations Tax would cover renovations, and Kathy Todd said it would. Mayor Keyserling 
asked if “the seats would be a little wider.” Ms. Hargrove said she thought they would “reflect 
more contemporary needs.” Mayor Keyserling said this is in line with the Civic Master Plan, for 
instance, and council needs to find money and a timeframe.  
 
Chancellor Upshaw briefly discussed her retirement and the state in which she is leaving the 
university. 
 
CITY MANAGER’S FISCAL YEAR 2016 BUDGET  
Ms. Todd explained the two empty sections in council’s budget binder. Mayor Keyserling said 
this has been one of the most informative and eye-opening budget processes because of the 
conclusions they have come to, and the department head visits made the council more familiar 
with the ins and outs of every department of the city. 
 
Bill Prokop said this is a balanced budget and one created by a team. There was a $700,000 
budget gap to close without increased revenues. Many expenses were reduced: mast arm 
locations, flower and shrub replacement, trail maintenance, flower pots for Bay Street ($5000 
was saved on $24,000 light poles), and more.  
 
Councilman Prokop read from his cover letter to the mayor and council in regard to the budget. 
The guiding forces in this process were the Civic Master Plan and sustainability. It is balanced, 
as is required by law. He explained how this was accomplished and some of those expenses and 
millage will have to be faced in “the very near future.” They can’t operate on these kinds of 
budgets indefinitely, he said. So they are proposing initiatives that will help with economic 
development, protection for infrastructure, the environment, etc. 



Council work session 
May 19, 2015 

Page 3 

 
INITIATIVES 

1. A review of all of the committees – Look at each of their goals, challenges, and 
pertinent ordinances, and then set goals with measurable objectives for the next year. 

2. Tax-exempt real property – Council and staff will meet with major property owners. The 
current value of these properties is $320 million, which is almost 20% of the city’s 
taxable value, but none of the owners pay city taxes, licenses or fees. If all were taxable 
properties, they would generate $1 million to the city and alleviate residential property 
owners’ taxes. This will be completed by the end of the year, and if it’s not successful, 
an ordinance will be drafted for a more equitable fee structure to reflect the use of city 
services more fairly. 

3. Review of fees – Staff will review city fees, many of which haven’t been increased for 
more than 10 years, and by the end of September, they will recommend to council 
those that could increase. 

4. Engage Beaufort’s employers – City leadership will work with the leadership of its 
employer base to help them be more effective. 

5. Review regulatory processes – Staff, with guidance from council, will look at ways to 
make it easier for customers to do business with the city 

6. Use of Accommodations Tax – Staff recommends that the total allocated amount to 
community organizations be frozen at the FY2015 level for the next three years. 

7. “Beaufort Pride of Place” – Staff will create a wish list of items that community 
members have requested or expected to see in the budget but that have been 
eliminated because of lack of revenue. A fund will be established to take donations of 
money or materials to beautify and improve the community. The hope is that 
community members, businesses, not-for-profits, civic groups, etc. will support the 
fund. Contributions will go to playground equipment, park maintenance, trail extension 
at Pigeon Point Park, Spanish Moss Trail improvements, outdoor art, a youth 
employment program, downtown holiday decorations, light pole flower baskets, bike 
racks, public safety personnel, etc. People can donate to specific programs or make 
contributions for general use. All contributions will be tax-deductible to the extent 
allowed by law. 

 
Staff and council must have the initiative and follow-through to acquire community support and 
“get off this dead end road,” Councilman Prokop said. The budget was prepared with the 
awareness that the city will continue to face budget shortages, aging facilities, low population 
and job growth, a need for more public safety personnel, costs passed onto municipalities from 
the state for retirement and insurance costs, and a lack of state funding to maintain and 
improve roads and sidewalks. The budgets for three years have been flat, and employees have 
not had a cost of living increase in three years; this is not sustainable, Councilman Prokop said. 
 
The budget for FY2016 is a total of $17,409,662, which is $318,889 less than department heads 
had requested. 
 
Councilman O’Kelley said he is intrigued by the budget’s “ingenuity.” Mayor Keyserling said that 
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it encompasses all of the things staff and council have discussed in the last three months. 
 
Councilman Prokop explained the process for creating the budget and described the contents 
of council’s folders and the relevant dates for the budget. Financial policies stayed the same. 
“Everything we’re doing is following the law,” Councilman Prokop said. 
 
Ms. Todd said the city adopts a budget for the General Fund and also adopts the budget for 
TIF2, the redevelopment fund, and the state accommodations fund. Establishing revenues are 
$17 million, and proposed expenditures are the same. There’s been no use of fund balance to 
achieve the balanced budget. 
 
REVENUES 
Property tax 

 Property tax revenues: Ms. Todd said there’s been a $173,868 net increase from the 
previous year. This is the largest revenue source.  

 Real property taxable assessed value: $58 million (5% growth over tax year 2014).  

 Personal property taxable assessed value: $9.5 million (35% increase over TY2014)  

 Vehicle taxable assessed value: $5 million (7% increase over TY2014) 
 
$73.6 million is total taxable assessed value.  
 
The recommended budget allows for an inflationary factor of 7.83%, which represents a 3.7 mil 
increase. State law determines inflationary factors. The budget adopted for 2015 included a 
deficit mil of 3.72, Ms. Todd said. The deficit mil achieved its purpose; eliminating it and 
applying the inflationary factor to the operating mil is a net decrease of .01 mils. A mil 
generates $73,590, Ms. Todd said. 
 
Other major revenue sources 
These include franchise fees, business license tax, local hospital fee, local accommodations tax 
and stormwater utility fee and garbage residential fee. In regard to business license revenues, 
they estimate it will remain flat or have a minor increase. SCE&G is the largest franchise fee 
that the city gets, and a historical increase is applied to the SCE&G projection. Local hospitality 
tax and accommodations tax revenues have grown by 8% and 13%, respectively, so there will 
be a projected increase in the revenue amount.  
 
Ms. Todd went on to review some other, smaller revenue sources. 
 
EXPENDITURES  
Salaries are the largest expenditure by far at 40%, 34% operations, 14% benefits, 6% debt 
service principle, 4% debt service interest, and 2% capital rolling stock, Ms. Todd said. 
 
Salaries 
There is an increase of $38,000 in salaries plus increased benefits over FY2105’s budget. 

 The senior project manager position, for which hiring took place in January 2015, is 
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being funded for all of FY2016. 

 The city clerk’s salary is split between the city manager’s and human resources 
departments because of new functions that Ivette Burgess is taking on.  

 The human resources director position will remain vacant for FY2016.  

 The facilities maintenance supervisor position will be transferred from public works 
administration to the new facilities maintenance division.  

 The general fund budget contains no new positions.  
 
Departmental operations 
This includes worker’s comp, consulting and professional services, insurances, supplies, 
postage, travel, etc. There was a significant increase of $859,593 in operational costs, Ms. Todd 
said. Facilities maintenance costs are partly behind this; they have been reallocated to the new 
facilities maintenance division within the public works department. 
 
There has been a worker’s comp increase of $77,000 because of the city’s experience modifier, 
due to some claims in the past. The fire and police departments carry the highest risk factor. 
 
Ms. Todd reviewed capital rolling stock (which was reduced to bring the budget in line with 
revenues), stormwater, debt service and transfers.  

 The police department’s budget for capital rolling stock was reduced by $152,575 for 
aged vehicle replacements.  

 Streets’ budget for capital rolling stock was reduced by $27,963 for equipment for the 
grader and bush hog and a trailer. 

 Parks’ budget for capital rolling stock was reduced by $40,000 for benches for West 
Street, playground equipment, Bay Street lower baskets, the Pigeon Point trail 
extension, replacing light pedestals on the day dock. 

 The vehicle maintenance budget for capital rolling stock was reduced by $10,000 for 
wheel balancing equipment. 

 
All active capital projects are fully funded, Ms. Todd said, and no new capital projects are being 
added. 
 
TIF2 – incremental property tax collections for the TIF2 district 
These property tax proceeds can only be used to repay the TIF2 bonded debt and other costs 
that benefit the redevelopment district. Revenues are presented, Ms. Todd said, and the only 
expenditures are the repayment of bonded debt. Until the Boundary Street budget is more 
defined and final costs are known – e.g., final right-of-way acquisition costs, the county has 
gone out for bid on construction, engineering and inspection contracts, final costs of 
undergrounding the utilities – staff recommends that no additional commitments be made. In 
the FY2015 budget, council approved a transfer from TIF2 to the Boundary Street fund so that 
General Fund funds need not be borrowed.  
 
State Accommodations Fund - for sales tax proceeds collected by state – Funds are restricted 
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revenues. 

 30% must be allocated to the DMO to promote tourism – $106,800 is recommended for 
this fiscal year. 

 $25,000 + 5% must be allocated to the general fund and may be used for any purpose. It 
can’t be held for more than two years, so for compliance, staff recommends utilizing it 
on expenses that can’t otherwise be covered but are tied to tourism. There will be an 
allocation out of it for police salaries to the extent that police spend time working on 
tourism (working festivals, doing overtime, etc.) Ms. Todd said she would build a model 
that they can apply to this. 

 Councilman Murray asked about “tourism-related expenditures”: Ms. Todd said that’s 
for salaries and benefits that support tourism, and with the police, the city can utilize 
some of this for that purpose. 

 $268,990 is available to TDAC for distribution to local groups.  

 $100,000 is for one-time, maintenance-related expenses for the city parks and Spanish 
Moss Trail that can be attributed to tourism.  

 
Councilman Murray asked how much of that was for one-time expenses, and Ms. Todd said, 
“About $100,000.” When prior fund balance is gone, Councilman Murray asked, what will they 
do the next year? There is still fund balance left in there, Ms. Todd said. “$241,000 doesn’t 
represent 100% of fund balance; it represents about 80% of fund balance.”  Historically, the 
committee has not ever awarded the full amount, so that excess, plus remaining fund balance, 
plus next year’s received revenues, “it will be sufficient to cover ongoing costs and will fit into 
Bill’s goal of the three-year freeze.” The accommodations tax committee approves the tourism-
related expenditures for the grants by their recommendations to council, Ms. Todd said, not for 
the city portion. The amount that TDAC allocated for grants last year was much lower than this 
amount that staff is suggesting that they should freeze it on. Mayor Keyserling asked why they 
would freeze it at $268,990, not lower. Ms. Todd said they’re not; Mr. Prokop had 
recommended freezing it at $170,000, the 2015 level.  
 
Redevelopment Fund – Captures costs that support the Redevelopment Commission and other 
redevelopment initiatives in the city 

 It incudes a position for a business/economic development director with a salary of 
$75,000 +$28,000 in benefits 

 Contractual services for retreats ($4,000) 

 PR costs of $12,000 ($36,000 budget split with redevelopment, city manager and Human 
Resources)  

 
The expenditure budget is based on holding funds at the same level as 2015. If parking changes 
negatively affect revenues, they will need to look again at the expenditures and adjust them to 
meet projections. 
 
Mayor Keyserling asked if Ms. Todd was comfortable keeping the parking meters at $150,000 of 
income. Councilman O’Kelley said the city is “bleeding money” on the two hours of free parking 
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program.   
 
Councilman Murray asked the current fund balance in the redevelopment fund. Ms. Todd said 
she didn't know the figure, but it’s in the CAFR in section F. “It has been significantly decreased” 
because of the deficit from parking. Councilman Murray asked, “What kind of deficit are we 
running?” Linda Roper said $62,000, and Ms. Todd said that’s “so far this year.” Ms. Roper said 
that includes December – February. Councilman Prokop said the average person is parking for 2 
hours and 14 minutes, which means “everyone is getting free parking every day.”  
 
Capital Projects Budget 
This funding spans over several years, Ms. Todd said. Unexpended funds do not lapse; they 
remain with the project until it’s completed. For FY2106, there are no additional projects, so no 
funding is allocated. 
 
Ms. Todd reviewed current capital projects and their funding sources 

 Battery Creek Headwaters 

 Fire station at Mossy Oaks 

 Allison Road streetscape  

 Way-finding signs project  

 Greenlawn preliminary planning  

 Boundary Street and parallel road project 

 Duke Street streetscape – Phase 2 

 Day dock 

 Transient dock replacement 

 Stormwater drainage projects – North/West Streets, Azalea Drive, S. Hermitage, and 
Cottage Farm – Three, at least, will require additional capital this year. 

 
Mayor Keyserling said for three years, there’s been discussion of an endowment or creating a 
reserve fund for Waterfront Park maintenance. It’s not in the budget, Councilman Prokop said. 
Ms. Todd said council would have to create the trust fund to establish it, and then the city could 
accept donations to that.  
 
Councilman McFee said the clarity of this budget presentation was “excellent.” Councilman 
Cromer agreed. Councilman McFee said, “The initiatives are a hugely important part of this 
budget” in order to create an increase in revenues to allow the city to continue moving 
forward.  
 
Councilman Murray asked if the Municipal Association could help the city compare the business 
base of Beaufort with that of other communities of the same size. He said the Lowcountry 
Economic Alliance had “pulled manufacturing property taxes in Beaufort County,” and “they 
found that it was less than one-quarter of one percent.” In the average county in South 
Carolina, it’s 14%. He believes there would be value in a comparison of how Beaufort’s 
“commercial base stacks up against other vibrant, fiscally sound communities.” Councilman 
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Cromer suggested that Melissa Carter the Municipal Association “might be able to help us with 
that.” The mayor asked one of the councilmen to contact her because he thinks that would be 
interesting. Councilman McFee asked if the comparison would be for revenues or expenses, and 
Councilman Murray said, he’d “like to see the revenue side from a tax standpoint.” Councilman 
McFee said he’d be interested to see both revenues and expenses.  Councilman Cromer noted 
that the comparison would need to account for differences in cities; Georgetown, for example, 
is a small coastal town, but it is “a full service city.” Councilman McFee said Abbeville has its 
own dam, and that “makes a huge difference in where the revenues come from.” Councilman 
O’Kelley said, “Camden has its own electric.” Ms. Todd said there’s a revenue report that is 
produced annually by the State Department of Revenue. There’s a section on sales tax and 
gross revenue. It’s broken down by city and by county and could be valuable. 
 
Councilman O’Kelley suggested moving forward on LOST. Mayor Keyserling said he’d spoken to 
Alice Howard and had told her Councilman O’Kelley would call her. Councilman O’Kelley said 
there was to be a joint meeting of representatives in this area about working together to “try to 
get this thing on the ballot.” 
 
Getting through the next year will include “a better relationship with the General Assembly, if 
possible,” Mayor Keyserling said, and civic engagement, about which he said, “I like that this is 
part of the budget.” The budget “recommits us to doing things within a timeframe,” rather than 
just talking about what should be done.  
 
All the major RFPs are out right now: Waste Pro, landscaping, and IT, Councilman Prokop said. 
By the time this budget is adopted, the numbers on all of the bids should all be back. 
 
Councilman Prokop said staff is going through open enrollment for insurance, and except for 
health insurance (Blue Cross Blue Shield, which bases rates on claims), they have a promise of 
no increases, while the county’s rate “skyrocketed.”  
 
EXECUTIVE SESSION  
Pursuant to Title 30, Chapter 4, and Section 70 (a) (2) of the South Carolina Code of Law, 
Councilman O’Kelley made a motion, second by Councilman McFee to enter into Executive 
Session for a discussion about land acquisition update and personnel. The motion passed 
unanimously.  
 
Councilman O’Kelley made a motion, second by Councilman Murray to end the Executive 
Session and resume the work session. The motion passed unanimously. 
 
There being no further business to come before council, the work session adjourned at 7:48 
p.m. 


