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April 29, 2014 

The Honorable Billy Keyserling, Mayor and Members of the Beaufort City Council 

Proposed FY 2015 Budget Message 

Dear Mayor and Members of Council: 

I present for your consideration the Operational and Capital Budgets for Fiscal Year 2015 (FY15). 
The proposed Operational Budget for FY15 is balanced between Revenues and Expenditures in order for 
the City Departments to deliver essential public services.  The Budget for FY 15 is $167,557 less than the 
current Fiscal Year (14).  The City is experiencing a year over year (YOY) Revenue problem stemming 
from the Re-assessment of Real Property and the collection rate of taxes of said real property.  Further, 
a decrease in Business License’s collected at a state level on behalf of the City and State changes to the 
Industry Rate classifications has netted a substantial decrease in revenues for the current fiscal year that 
we have estimated in negative terms for the FY 15.  Both of these revenue streams are estimated to 
create a short-fall in the current Fiscal Year (FY14) and continue into the next fiscal year.  This effect on 
the City’s cash reserves cannot be understated enough. 

This is clearly not a short term problem. We realized revenues this budget year would not meet 
projections and we have held down spending where and when we could. This short fall is caused by 
lackluster collections and payments to us in almost every major revenue source and until we see an 
improvement in our revenues we must hold our expenses in check. All or our Department Heads have 
put forth prudent budget request and have done everything that was asked of them to reduce expenses 
and yet we have a shortfall. 

We have a lot to be proud of for what has been accomplished over the last few years and we are 
all proud of the new life that has been infused into our City. We want to stay on the same path but we 
realize that future budgets will be even harder to balance – leading to staffing and workload issues. The 
future is now and we will need to make critical decisions to retain the integrity and momentum of the 
goals and mission we have established for our City. 

Revenues 

 The City Council has discussed revenues as they relate to the Property Tax and the projection by 
the County Assessor that devaluation will occur to the tax base itself thus affecting the Millage Rate.  
The FY14 Budget was prepared considering this matter and as such was developed to reflect a full-roll 
forward to realize property tax revenues that are neutral to the current collection amount.  This roll-up 
millage has not created a revenue neutral inflow of tax dollars and further, has experienced a 5.6% 
decline in Taxable Value which has resulted in an estimated decrease in levy for Real & Personal 
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Property for FY 14 Budget of $257,000.  With the collection rate also decreasing from the prior year, the 
City is anticipating a revenue shortfall from property taxes of approximately $345,000. 

In order to correct what is estimated to be an on-going shortfall in taxable values and thus 
taxable receipts from Real Property, a Deficit Millage rate is recommended for FY 15.  If Council elects 
not approve this Tax Rate, then I would recommend the elimination of proposed Capital Expenditures, 
excluding Stormwater projects, and their Transfers from committed fund balances in order to protect 
the cash position of the City.  It should be noted, and I am noting strongly, that the reduction in 
revenues is estimated to continue into the foreseeable future due to the decreasing value of overall real 
property in the City.  This, despite new growth of the past five years to real property in the City the re-
assessment of the County and City has wiped these gains out.   

A deficit mill of 3.72 mills is recommended for FY 15.  The deficit mill is allowed under SC Code 
6-1-320 is being recommended to make up for the current FY 14 shortfall, which is estimated to be 
$257,000.  The chart below shows the deficit as of March 31, 2014: 

Tax District 31-Aug-13 31-Dec-13 31-Jan-14 28-Feb-14 31-Mar-14
Overall 

Decrease % Decrease
120 55,671,320$          52,776,640$             52,729,240$      52,544,110$               52,569,160$           3,102,160$     5.57%
121 5,143,000               4,982,480                  4,979,740          4,977,440                   4,966,760               176,240           3.43%
122 3,692,223               3,692,223                  3,692,223          3,692,223                   3,692,223               -                   0.00%
123 3,990,810               3,448,910                  3,448,910          3,433,330                   3,409,460               581,350           14.57%

68,497,353$          64,900,253$             64,850,113$      64,647,103$               64,637,603$           3,859,750$     5.63%
Auto's 4,726,935               4,726,935                  4,726,935          4,726,935                   4,726,935               

Total Taxable Values 73,224,288$          69,627,188$             69,577,048$      69,374,038$               69,364,538$           

Taxable Assessed Values 

 A related effect of the decrease in the Real Property Values has an effect on the Debt Millage 
Rate as well.  As such, I am recommending an increase in the Debt Millage Rate from 19.17 mils to 
20.78mils or an increase of 1.61mils so that the Debt of the City is properly covered by this tax and not 
taken from the General Operating Millage used for the carrying out of essential public services. 

There is also a decrease in Business License Taxes specifically as they deal with Brokerage Fees 
collected at a state level by the Municipal Association (MASC) and changes the State made to the rate 
classification levels allowed for business industries.  This decrease in revenue of $250,000 may or may 
not be a trend.  However, I would surmise that a decrease in value of property in market value may 
indeed correlate with a decrease in the amount of comprehensive coverage demanded and thus lower 
gross receipts.  

 There are no other increases in taxes or fees for other services provided or currently being 
charged for services in this budget.  These fees are recommended to stay at the current rates and 
charges.   
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Expenditures 

The total expenditures for FY 15 are $167,557 less that the current Fiscal Year and $705,820 less 
in requested needs from Departments.  This decrease recognizes an increase in Personnel cost of 
$168,761 due to personnel reaching longevity milestones, insurance, and retirement as well as a net 
decrease of $152,674 in operational expenses as compared to FY 14.   

Salaries and Benefits:   

Included in FY15 are recommended increases in personnel costs to include longevity for those 
employees attaining years of service milestones, State mandated Retirement increases, and increased 
federally mandated Health Care Fees.  There is no Cost of Living increase proposed in the new fiscal 
year.   

Operations:    

 I have included the “Requested” Operating Budgets of the Departments and their respective 
Managers.  I support these Requested departmental budget lines however, because of the uncertainty 
of Revenues, have not recommended them to City Council in order to balance the Budget. Though there 
were significant increases of $115,605 in the Workers Compensation premium during FY 2014, which 
are projected to carry forward into FY 15, I have recommended a net decrease of $430,950 in 
operational costs from what was requested by the Departments.  This is a net decrease in the 
operational budget from FY 2014 by $152,674. 

Capital; Stormwater, and Rolling Stock:  

The proposed Budget for FY 15 includes funds for pay as you go capital expenditures that are 
necessary for the ongoing needs of the Public Safety and Public services departments. It is 
recommended that a transfer of committed fund balances be used to fund Rolling Stock to include the 
purchase of a new ladder truck for the Fire and Rescue Operations. This capital transfer is $232,000 less 
than the requested for Departments and requires transfers of $281,590 of committed reserves and 
securing lease purchase financing for same. 

Transfers: 

 Transfers include the City match for a Federal grant that the City has received notification of 
pending award.   
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Capital Project Budget 

The City is currently engaged in on-going capital projects which have utilized committed or 
assigned reserves.  This planned decrease in reserves for one-time planned capital investments in 
infrastructure and other needs are committed and in process for FY 14.   

 For the Capital Budget for both FY 14 and FY15, consists of funding or revenues from several 
sources, of which the General Fund resources total $569,293. Of this amount, $265,542 is for 
Stormwater projects. TIF I funded projects are currently in progress.  The funding for these projects was 
released from fund balance under the FY 2014 budget; TIF II It is recommended  that the restricted fund 
balance of $4,048,669 from the prior year, along with the current year increase in fund balance and FY 
2015 property tax revenues be held in contingency for the completion of the Boundary Street project as  
identified in the Capital Project Budget.; the design and building of the Mossy Oaks Fire Substation from  
Bond Proceeds is currently under way; there is no additional committed fund balance recommended for 
release for capital projects. 

In conclusion 

 This Budget has been planned in concert with the Comprehensive Plan entitled “Vision 
Beaufort” and it’s amended “Civic Master Plan,” the needs of the Departments to deliver essential 
public services, and with the acknowledgement that resources are scarce.  With the diligent work by 
Department Heads and the employees at the front line of service delivery we have prioritized public 
services, improved the delivery of same and ensured a safe and vibrant community.  To those who have 
spent the time and effort to make this City a better place, thank you.   

To those that assisted in the development of the Budget, to include the Finance Department and 
the Department Heads, thank you for your diligence and hard work.  To the administrative support 
staffs, a special shout out to you for making sure it all was put together correctly and on time.   

On behalf of the City Staff, we look forward to discussing this FY15 Budget with you and in 
assisting you in your deliberations on same. 

Sincerely 

 

Scott F. Dadson, City Manager 
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