FY 2026-2027 Budget Message Town of Pendleton, SC

TOWN OF PENDLETON, SOUTH CAROLINA

BUDGET MESSAGE
Fiscal Year 2026 — 2027

TO: The Honorable Mayor and Members of Town Council
FROM: Town Administrator Steve Miller MPA, ICMA-CM

DATE: May 21, 2026
RE: Submission of the FY 2026-2027 Recommended Operating and Capital Budget

. INTRODUCTION

It is my privilege to transmit to the Mayor and Town Council the Recommended Operating and
Capital Budget for Fiscal Year 2026-2027. This budget is balanced across all funds, fully funds
debt service obligations, advances the Town's capital priorities, and meets the operational
service levels expected by our residents.

FY2027 is a transition year on several fronts. The Town is completing year seven of a multi-year
capital reinvestment cycle anchored by the Wastewater Treatment Plant (WWTP) regional
expansion, beginning the second full year of debt service on the 2024 capital financing for the
municipal facilities, and implementing a restructured sanitation service model. Each of these
decisions is documented in detail in the accompanying departmental narratives and the FY2027
Budget workbook.

The budget recommended herein reflects the policy direction the Mayor has provided to the
administration department on the Town's priorities.

. BUDGET AT A GLANCE — ALL FUNDS

FY 2027
RECOMMENDED

General Fund (Fund 10) $7,815,573
Water & Sewer Fund (Fund20)  $5008,158
Hospitality & Accommodations Fund (Fund 41) - 574,366
Municipal Fracriﬁtries / TIVFVV(VEV:Ldes 11,12) - . | $1,75é,21;7
TOTAL OPERATING ALL OPERATING FUNDS $15,324,423

Note: Operating totals include inter-fund transfers but not your capital project fund (50). Fund
(80) is summarized in the Capital Reserve Bucdget and has individual Project Ordinances.
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GENERAL FUND (FUND 10)

A. What Is in the Budget

Total General Fund resources for FY2027 are recommended at $7,815,573, an increase from
the FY2026 budget, driven by higher property taxes and the inclusion of $1,000,000 from Fund
Balance for Veterans Park and $929,250 in capital financing.

GENERAL FUND REVENUE LINE ITEM FY 2027

Current Ad Valorem Taxes 83,378,308
_Insurance prem,um Fee N SO = WRTY. X 1 SO, Bk
Saniation Fee(rollcarty 5418208
.Energy Franch|se T_ax S - $363, 519
_.Busmess Llcenses e e e e o $255_026
Mummpal Homestead Funds = - $116 453
”[_ocal GovernmentFund - SRR SRR === $97 923
-Bulk Contamer (fmal year) - - - $0
7Proceeds from Capltal Fma}lcmg - - $929 25{)
"Fund Ba!ance Appropriated - | - | S‘l ,000,000
TOTAL GENERAL FUND REVENUE $7,815,573

Expenditures are budgeted across the operating departments (Administration, Planning,
Building & Grounds, Police, Fire, Street, Sanitation, Recreation) and the Non-Departmental cost
center (6600). The Non-Departmental budget of $2,417,528 covers GF debt service, agent fees,
and interfund contributions, with the largest single item being the $1,391,637 transfer to the
Municipal Facilities Fund supporting renovations to Veterans Park and Town Hall. A 3% cost-of-
living adjustment has been applied to all existing GF positions, and five new General Fund
positions are funded: two Sanitation Techs, two Building & Grounds Techs, and one Parks &
Recreation Director for a combined cost of $290,159 annualized.

B. High-Level Goals — General Fund

Service continuity. Maintain current service levels in Police, Fire, Administration, and
Planning while reducing Sanitation service by eliminating recycling and commercial
containers, and increasing the Street Department Service by moving back the
reallocated position after the hiring of the two sanitation tech positions.

Workforce investment. Implement the 3% COLA and onboard the five new GF
positions, completing the staffing model required by the restructured sanitation service.
Capital reinvestment. Fund the $929,250 GF vehicle replacement program (5
replacements + 3 new Police Durango), financed at 5.5% / 5 years with an annual
payment of $207,246.

Reserve discipline. Maintain fund balance above the 8 months of operating
expenditures and correct the policy to reflect this change.
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* Regional transit support. Honor the $100,000 increase to the Clemson Area Transit
(CAT) contribution, continuing the Town's commitment to regional public transportation.

IV. WATER & SEWER FUND (FUND 20)

A. What Is in the Budget

The Water & Sewer Fund is recommended at $5,008,156 of revenue, with a matching
expenditure budget that fully covers operations, debt service, and the WWTP expansion
construction cycle. The fund's structure reflects the cost share with the City of Clemson and
Anderson County under the joint interlocal agreement.

W&S REVENUE LINE ITEM FY 2027

Sewer Revenue (semce charges) $2 014 363
\Nater Revenue (service charges) R $1 257 174
Contrlbut|e_u_1‘rom City of Clemeon - - _éeo_2 022
Investment Earnlnge o $350, OOO
Cap;tahzed Interest (WWTP one-tlme) - - .5278}1_:;
W&S CapaCIty Fees - | - N - $188,000
Contribution from Anderson County - st20404
Other Operating Revenue (|ncl tep/eonu.f’l-_‘.JREC) S 775149 329
Cl-emeon Loan Repaymen’g . - 7 $48,550
TOTAL W&S REVENUE | ) | $5,008,156

The FY2027 budget incorporates a conservative 1.9% growth assumption on water and sewer
service charges, slightly below the formal rate study and aligned with FY2026 actual collections.
Over the last two years, we have found that the Town has consistently underperformed the rate
study. The 5-year rate plan (4% step in FY28 and FY29, then 2%/yr thereafter) remains in
effect. The 3% COLA has been applied to all W&S employees, and one new Administrative
Assistant position is funded ($60,175). The W&S vehicle replacement plan includes four units: a
Case 580 backhoe, a Chevy F3500 dually, a Gehl 303 mini excavator, and a Chevy 7500 dump
truck, for a total of $560,000 budgeted as a cash purchase.

B. High-Level Goals — Water & Sewer Fund

+  Complete WWTP construction milestones. Manage the WWTP regional expansion
construction cycle on schedule and on budget; recognize $278,314 of capitalized
interest in FY2027 (final year).

+ Honor the WWTP cost-share. Coordinate with Clemson and Anderson County on the
updated O&M and debt-service allocations across the three-entity structure.

+ Replace end-of-life rolling stock. Cash-purchase four W&S vehicles, all significantly
beyond useful life, reducing maintenance exposure on aged equipment.
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- Stay within rate study guidance. Implement year three of the 5-year rate plan; monitor
consumption against rate-study projections and adjust if material variance emerges.

+ Maintain debt-service coverage. Sustain debt-service coverage ratios above bond
covenant thresholds; protect investment-grade credit posture.

C. Future WWTP Authority

In the coming year, the Town Council will be asked to consider transferring ownership of the
Wastewater Treatment Plant to a regional Authority. As a first step, a meeting was facilitated in
May between the Mayor and the Town's Bond Attorney, with the goal of building a working
knowledge of the legal and structural considerations involved and establishing a direct line of
dialogue among the Mayor, the Bond Attorney, the Town's municipal advisors, and, in due
course, the other partners on the matter. A follow-up meeting with the Town's municipal
advisors, First Tryon, is scheduled for June 3rd. First Tryon structures the Town's debt service
and plays a direct role in maintaining our bond ratings, making their early involvement essential.
While the transfer itself carries no immediate budgetary impact, it will reshape the Town's long-
term operational and financial footprint and will require a substantial commitment of time from
the Mayor and senior staff to secure final approval.

V. HOSPITALITY & ACCOMMODATIONS FUND (FUND 41)

A. What Is in the Budget

The H&A Fund is funded primarily by the Town's 2% local hospitality tax on prepared food and
beverages and the state shared accommodations tax. FY2027 total revenue is $746,366, down
from FY2026 because last year included a $298,393 fund balance appropriation that is not

being repeated.

H&A REVENUE LINE ITEM FY 2027

Hospitality Tax Collection (2% local) $511,687
C;:Jrrl}.t}ibrurti.on frfer"GeAneréI Fund {Comm. Engagemént) - - $186204
Aécoﬁwmoaétioné Tax ”(s-t-a.te-sﬁared) | | e . - ” 849999
Fes.tival & Events Revénu-e : $“§2,400
Fra-ci‘litQ .R-entalé .(Deﬁolt, Picni-c.Shé#terj.. -$4;957
Other (Leadership Pendleton, CC fees) - | si11e
TOTAL H&A REVENUE | $746,366

Use of H&A funds is restricted by S.C. Code Ann. §§ 6-1-700 et seq. (local hospitality tax) and §
12-36-2630 (accommodations tax) to tourism-related purposes. The fund's four cost centers
3400 Hospitality, 3410 Accommodations, 3420 Community Engagement, and 3430 Building &
Grounds H&A are detailed in the departmental narratives.

As discussed in the May 4 Balanced Budget Memo, staff recommends Council defer the
Decoration Committee ($50,586) and Village Green Landscaping & Lighting ($50,000)
appropriations and redirect the combined $100,586 (plus the $120,000 CMAR allocation) to
address the perimeter wall and parking lot reconstruction at Buddy Durham Park. The grant
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allocation of $135,946 is recommended to be held pending Council direction and addressed by
amendment.

B. High-Level Goals — H&A Fund

« Protect critical infrastructure. Replace the perimeter wall at Buddy Durham Park and
repave the parking and access areas (concrete, 6"), addressing documented safety
conditions.

« Sustain hospitality tax growth. Support the local food and beverage base through
events, branding, and Community Engagement programming; monitor the 3.5% CPI +
tourism growth assumption against monthly collections.

+ Complete the branding initiative. Advance the $42,500 branding work to a deliverable
usable by all Town departments (refunded in the FY 27 budget for completion)

« Maintain statutory compliance. Document every H&A expenditure under the tourism
nexus test required by state law; preserve audit-ready records. This is critical since you
are funding Community Engagement within this fund.

VI. WORKFORCE & COMPENSATION

The FY2027 budget funds 45 total FTE across all funds, 39 existing positions plus 6 new
positions, with combined personnel costs of $3,720,181. A 3% cost-of-living adjustment has

been applied to all existing employees.

WORKFORCE BY FUND TOTAL COST (w/
FRINGE)

General Fund 28 existing + 5 new = 33 FTE $2,630,567
H&AFund 2 exising FTE 3120315
\Water & Sewer O existng + 1new=10FTE  5969,99
GRAND TOTAL ALL FUNDS 45 FTE $3,720,181

VIl. CAPITAL PLAN & DEBT SERVICE

The FY2027 capital plan combines pay-as-you-go cash purchases, the 2024 financing draw,
and CMAR-funded capital reserve contributions across funds:
+ GF vehicle replacement: $885,000, financed at 5.5% over 5 years ($207,246 annual
payment).
«  WA&S vehicle replacement: $560,000, cash purchase.
* Municipal Facilities transfer: $1,391,637 (Veterans Park, Town Hall renovations).

+ Capital Reserve contribution (GF): $177,254.
+ CMAR allocations: GF $177,254, W&S 367,901, H&A $120,000 (recommended
redirection per Section V).

Page 5 of 7



FY 2026-2027 Budget Message Town of Pendleton, SC

* GF debt service: $682,433 total: $550,443 principal, $88,824 interest, $43,166 agent
fee.

+  W&S WWTP capitalized interest: $278,314 (final year before assets placed in service).

VIll. CRITICAL RISK PROPERTY TAX BASELINE &
OCTOBER AUDITOR BILLING

ACTION REQUIRED: MAYOR MONITORING

Establishing a reliable baseline for FY2027 property tax revenue has been the single most
difficult forecasting exercise in this budget. The County Auditor's preliminary indication was
actually a reduction in our property tax rolls. The reduction has since been reversed.
However, with the fluctuation in values and the inclusion of tax district 420, the budget
includes a conservative number. Until the October billing run is produced by the Auditor's
office, the Town does not have a firm number against which to measure actual collections.

The Mayor, as the Budget Officer, should expect that adjustments may be necessary
and create the budget amendment in January to reflect any needed adjustments.

* Monitor the October billing closely. The County Auditor's October tax billing is the first
authoritative read on the Town's actual FY2027 ad valorem base. The mayor will report
to the council immediately upon receipt of the billing register (Normally, January-
February is a good time to verify the October numbers).

+ Compare against the budgeted line item. If the October billing materially differs from
this figure, either due to additional pending appeals, new construction not captured in the
preliminary roll, or millage application discrepancies, a mid-year budget amendment will
be brought forward.

« Maintain reserves as the first line of defense. Any shortfall identified at the October
billing will first be addressed through reserve management before considering service
reductions.

+ Continue active dialogue with the Auditor. The Mayor should continue discussions

with the County Auditor's office regarding the assessment appeal and the potential for
credit. The outcome of those discussions, if favorable, will be reflected in a budget
amendment.

* Plan for a Q2 budget review. Recommend that Council schedule a formal budget-to-
actual review in January or early February, once billing is stabilized, to confirm whether
FY2027 is on track or requires action.

Bottom line: the property tax line is the single largest source of GF revenue at $3,853,567, or
65.4% of the General Fund. A material variance in this line cannot be absorbed within the
operating budget without action. Council awareness and timely review of the October billing are
essential.
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IX. OTHER KEY POLICY ITEMS

+ Sanitation service model. This budget reflects the elimination of recycling and
commercial containers and the restructured sanitation operations plan previously
presented to Council. Staffing, equipment, and operating costs in the budget align with
that plan.

* Bulk container revenue ($55,697). Final year of this revenue source; eliminated after
FY2026 per the service model change. This budget will reflect a structurally smaller
sanitation revenue base.

+ IT services contract (+40%). Absorbed in the contract services line. No service
degradation expected. W&S shares $40,584 added to contract services, GF carrying the
remaining $64,416.

+ Flock Camera maintenance (+$21,000). Required to maintain the West Queen Street
neighborhood cameras under the grant award terms.

* Fund balance appropriation ($1,000,000). Authorized in the GF revenue plan to
support one-time capital priorities; not a recurring revenue source. Long-term GF
sustainability requires structurally balanced operations.

X. RECOMMENDATION

I respectfully recommend that the Mayor and Town Council adopt the FY 2026-2027
Recommended Budget as presented in the accompanying workbook and departmental
narratives, with the staff recommendations regarding the H&A Fund redirection at Buddy

Durham Park.

Council should also formally direct the Mayor to report back on the October Auditor billing at the
first regular meeting following receipt, with any recommended budget amendments arising from
the property tax baseline reconciliation.

Respectfully submitted,

Steve Miller MPA, ICMA-CM
Town Administrator

Town of Pendleton, South Carolina
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