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FY 2026-2027
Town Manager’s Budget Message

Dear Mayor and Board of Commissioners,

I am pleased to present the Town of Carthage’s proposed Fiscal Year 2026-2027 budget. This budget was
developed during a particularly challenging financial cycle and reflects a focused effort to balance fiscal
responsibility, service delivery, and long-term organizational stability.

Over the past several years, the Town has experienced steady increases in operating costs across
personnel, benefits, equipment, contractual services, insurance, and general inflation. These increases
are outpacing the growth in recurring revenues, creating structural pressure on the Town's ability to
sustain current service levels. At the same time, service demands continue to grow due to development,
aging infrastructure, and evolving community expectations.

White the Town has taken steps to manage these pressures—including operational efficiencies,
conservative budgeting, strategic use of fund balance, and growth in the tax base—these measures are no
longer sufficient on their own. As a result, this proposed budget includes necessary adjustments to better
align revenues with ongoing expenditures and position the Town for long-term financial stability.

This budget is guided by several core principles:

e Maintaining long-term financial stability

e Prioritizing core public services

¢ Limiting reliance on one-time funding sources for recurring costs
e Preserving flexibility for future capital and infrastructure needs

e Aligning service levels with sustainable revenue

Although this budget includes reductions and delayed expenditures, it continues to support essential
services such as public safety, infrastructure maintenance, utility operations, and administrative
functions. These recommendations are intended to strengthen the Town’s financial position while
maintaining reliable service delivery.

FY 2025-2026 Accomplishments

Despite financial constraints, the Town continues to make meaningful progress on several operational,
infrastructure, and strategic initiatives. Notable accomplishments and ongoing initiatives include:

e Advancement of downtown revitalization planning
¢ Continued development of the future Town Hall project
e Ongoing investment in public safety operations and equipment



* Progress on the UDO rewrite and long-term planning initiatives

o Continued work on Water Treatment Plant upgrades

» Pursuit of grant funding for infrastructure and capital projects

e Operational improvements to enhance efficiency and coordination

These efforts reflect continued progress in addressing both current needs and long-term priorities.

Key Budget Drivers
Property Tax (Ad Valorem Tax)

Property tax, which is comprised of real property as well as personal property, is the primary
revenue source for the Town’s General Fund, approximately 47.6%, and provides approximately
$2.4 million in revenue. The Town benefits from a strong property tax collection rate through
Moore County.

Local Option Sales Tax

The second largest revenue source is Local Option Sales Tax at $1.2 million and is 22% of the
General Fund operating revenue. Sales Tax has been growing steadily in recent years, though it
remains sensitive to economic conditions and may level off in the near term. Many factors have
contributed to this, such as population growth, increased commercial development, and
inflation.
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Budget Recommendations
The proposed FY 2026-2027 budget includes:

¢ Abalanced General Fund budget of $5,534,085

* A proposed property tax rate increase from $0.505 to $0.535 per $100 valuation (3¢ increase)
* Anincrease in the motor vehicle license fee from $5 to $20

* A 3% Cost-of-Living Adjustment {COLA) for employees

e Anincrease in residential solid waste fees from $13 to $15 per month

¢ Use of approximately $280,800 in fund balance for transitional needs

s Targeted operational and staffing adjustments (outlined below)

Revenue Adjustments and Tax Rate Recommendation

Atthe current tax rate, projected revenues are insufficient to support ongoing operations. The proposed 3¢
property tax increase is expected to generate approximately $155,822 in additionat annual revenue and
reduce reliance on one-time funding.

The proposed budget also includes an

increase to the Town’s annual motor vehicle Home Value 3¢ Increase 3¢ Increase
license fee from $5 to $20 per vehicte. White Monthly Cost Annual Cost
this adjustment represents a notable increase ]

from the Town’s longstanding fee of $5, the $250,000 $6.25/month $75/year
annual vehicle fee has remained unchanged for -

many years despite increasing roadway $350,000 $8.75/month $105/year
maintenance, resurfacing, and transportation-

related infrastructure costs. $500,000 $12.50/month $150/year

Similarly, the balanced budget also includes

an increase in solid waste collection fees from $13 to $15 per month. The proposed adjustment is
intended to improve long-term cost recovery and support the continued sustainability of sanitation
operations.

The proposed budget also seeks to reduce the Town’s long-term reliance on Fund Balance appropriations
to support recurring operational expenditures. While Fund Balance remains an important financial
planning and emergency reserve tool, continued dependence on one-time revenues to support ongoing



operating costs is not considered a sustainable long-term financial strategy.
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Operational and Organizational Adjustments

In an effort to minimize the financial impact on taxpayers while maintaining core municipal services, the
proposed FY 2026-2027 budget includes a number of operational reductions, deferred expenditures,
staffing adjustments, and organizational efficiency measures.

To minimize impacts on taxpayers, the budget includes the following targeted operational changes:

e Delaying the Police Department patrol vehicle fleet rotation;

e Deferring select capital projects and facility improvements, including computer replacements and
the annual water tower maintenance agreement;

* Temporarily eliminating funding for two vacant Police Department positions and selected part-time
staffing positions within the Public Works and Administration departments;

» Temporarily suspending or delaying the Police Department’s career development program and
associated percentage-based salary increases; and

¢ Continuing efforts to align staffing and operational resources with the Town's most critical service
demands.

Personnel costs remain the Town’s largest recurring expenditure and continue to be a primary budget
driver. Like many local governments across North Carolina, the Town of Carthage is experiencing
increasing pressure related to employee recruitment, retention, compensation competitiveness,
healthcare costs, retirement contributions, and workforce sustainability. Despite constraints, a 3% COLA
is recommended to support retention and maintain workforce stability.



Capital Planning and Long-Term Investment

Even within a constrained budget year, continued planning for capital and infrastructure needs remains
essential. Delaying capital investment can provide short-term relief, but extended deferral increases long-
term costs and operational risks.

The Town will continue to pursue phased capital planning, grant funding, and infrastructure investment
strategies to balance current limitations with future needs.

Water and Sewer Enterprise Funds

The Town’s utility funds continue to face rising operating and infrastructure costs. Historically, retained
earnings have been used to stabilize these funds; however, similar to the General Fund, reliance on one-
time resources is not a sustainable long-term approach.

To address this, the Town will need to conduct a comprehensive water and sewer rate study in the coming
fiscal year. This study will evaluate rate sufficiency, operational needs, and long-term capital obligations to
ensure utility services remain financially sustainable.

Conclusion

The proposed FY 2026-2027 budget reflects a necessary and measured response to increasing financial
pressures. It balances difficult decisions—including revenue adjustments, expenditure reductions, and
operational changes—with a continued commitment to providing essential services.

These recommendations are intended to proactively address current challenges, strengthen the Town'’s
financial foundation, and maintain reliable service delivery into the future.

| would like to thank the Board of Commissioners, Department Directors, the Finance Officer and all Town
staff for their continued collaboration and dedication throughout the budget process.

Respectfully, -g

Emily D. Yopp, Town Manager

Town of Carthage, NC
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