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Snow Hill continues to face significant finan ial chalienges fiom conditions common to many
small, rural towns, including:
e Aged and detenorating public infrastructure that has not been adequately maintained due
to lack of adequate funding
e Loss of residents because of a lack of commercial amenitics and job opportunities
s A tax base comprised of older home , many of which arc not adequately maintained
becausc they are rental properties where the priority is generating income rather than pride
of owner hip

Without my proposed public safety tax increase, the anticipated 5.4%0 increase in property tax
revenue for FY24, which comprises about 40% of General Fund revenues, is still not enough to
keep pace with an official inflation rate of 6.4% as reported by the State of Maryland. We have
seen other governmental calculations that put the inflation rate even higher. Despite these trends
in the operating environment, | am pleased to present a balanced budget that maintains the quality
services Snow Hill residents expect and demand and an unrestricted General Fund balance that
exceeds 10% of revenues which is the minimum level recommended by the Government Finance
Officers of America (GFOA)

This proposed budget continues with the new Capital Improvement Plan and Budget with updates
that focus on long-term investments that will improve the quality of life for residents by upgrading
Town sewer and water systems, streets, parks and buildings as well as generating operational
efficiencies for Town staff with new equipment and machinery.

Highlighted Changes in FY24 Budget from Current Year

The changes highlighted below are comparisons with the originally adopted FY23 budget.
Significant changes proposed include:

+ Inclusion of a dedicate line 1tem for in-house legal services. 1 believe that legal
representation at formal meetings of the Mayor & Council and a limited number of our
boards and commissions is essential to assuring our operations comply in every respect to
the appropriate laws as well as having an attorney near at hand for daily consultation, if
needed.

+  Areserve fund of $100,000 in the Capital Improvements Budget to be used as local match
for grants that may be awarded in the year ahead.

+ Planned employee raises earned by merit as part of the Town’s grade and step salary plan.

+ 6% Cost of Living Adjustment (COLA) for all Town employees at July 1, 2023. We have
been informed that a true COLA, based on today’s economy, would total nearly 9°%. [ do
not propose to provide that level of salary adjustment and have settled on 6% as roughly
the percentage increase which was provided in the current budget.

For FY24, the Town relies on estimates of new, higher levels of revenue when creating the annual
budget as these estimates are provided by the State of Maryland or Worcester County at the
beginning of the year. However, the actual collections, and therefore the Town’s share, may
fluctuate from year to year.
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Department Heads submit annual requests for funds to properly provide services and those
amounts will vary depending on the cost of goods and services and new needs that may arise.
Notable at this time are fuel costs for the Police and Public Works Departments as well as chemical
costs and other expenses related to water and sewer processing.

Highlighted Changes in Revenue
e PUBLIC SAFETY

For the first time in more than 20 years, the budget is balanced with a modest increase in the
property tax rate. It has become apparent that the challenge of recruiting and maintaining qualified
individuals in public safety positions has reached a critical state that threatens our community’s
ability to adequately provide for police, fire and ambulance services. By raising the property tax
rate seven and three-quarter cents we can fully fund the LEOPS pension plan for our police officers
and fully meet the budget request of the volunteer fire company. No one enjoys asking for more
money from our taxpayers but 20 years with no tax rate adjustment is not fiscally prudent and does
not provide for new budget demands and when public safety is at stake, this mayor believes it is
necessary.

As a way of placing all of this into proper context, understand that if a property in Snow Hill is
assessed at $100,000, the proposed new tax rate would require just $77.50 more on next year’s tax
bill. Yet for that, we expect to make our police department infinitely more competitive in the
attraction and recruitment of quality men and women to keep us safe and to better provide for the
needs of our volunteer firefighters and emergency medical personnel. Therefore, a relatively small
tax rate increase is an investment in the future health and safety of our entire community.

e PUBLIC WATER & SEWER

In 2021, a rate increase for water sewer was recommended by our consulting engineer and enacted
by the Town Council to ensure the Water and Sewer Funds have sufficient revenue to operate and
maintain their systems without requiring support from property taxes. Ordinance #2021-05
instituted a 15% rate increase at 5% per year for three years (FY22-24). Yet, the Waste Water
Treatment Plant (WWTP) continues to operate at a serious deficit as audited figures indicate the
estimated prior year water revenues were budgeted too high and therefore FY23 budget estimates
remained the same as FY22 even with the scheduled 5°0 increase in rates.

Given the ongoing deficit in the WWTP, the Town contracted with Jean Scott Holloway, of the
Southeast Rural Community Assistance Projects, (SERCAP, Inc) for a no-cost audit of our water
and sewer accounting with the objective of assessing our current rate structure and identifying
what the true water and sewer user rates must be in order to cover the expense of the service. Ms.
Holloway is a Snow Hill native and has a long and distinguished career providing consultant
services to local government in the area of water and sewer financing. She is highly regarded in
her field and we believed those qualifications along with her intimate knowledge of Snow Hill
would serve us well. We recently received the results of that study and shared them with the public
in a work session of the Mayor & Council. Ms. Holloway’s report confirmed our greatest fears as
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Average cost of collecting and treating wastewater is 5$20.30, while the average revenue
collected is $10.51 per 1,000 gallons collected, a much wider gap of almost $10.00. The gap is
even wider when compared to the present rate of $5.69 per 1,000 gallons indicating that the
sewer rate is much too low to recover the costs of operation. Moreover, the wastewater
utility costs about twice as much to operate as the water utility so the current lower rate per
1,000 gallons is not based on costs or realistic financial projection. Failing to address this will
put the utility farther in the red and seriously jeopardize any attempt at securing funding for
future upgrades or expansion. It is most unusual for a wastewater utility to charge less than a
water utility, and in light of the significantly higher costs, it would appear that this rate has
been “upside down” for some time, regardless of how and when it was derived.

While the new rates | propose are painful, if the State Department of the Environment were to
cancel our license to operate the WWTP, another party would be assigned to manage the plant
with an accompanying fee structure that would greatly exceed my proposal as their own profit
margin would be included. Government is supposed to be a non-profit agency but we are obligated
to match revenue to expenses. We simply cannot continue to operate at a deficit and still maintain
solvency.

With that in mind, my budget proposal provides the needed increases in water and sewer rates
within the same basic rate structure currently in place. Ms. Holloway's report suggested three
different structures based on quantities of water used, each with varying degrees of impact on our
customers. It is my opinion that for the first year’s adjustment, we should minimize those impacts
and adopt the option that carries the least financial burden. In subsequent years, the Mayor &
Council may want to re-visit the option and develop a plan that better places the larger burden on
those who use the most water. For now, I propose the following which compares new rates to
current rates:
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we lcarne | that lack of accurate budgeting, balancin » revenucs to expenses over the years, have
caused a crious deficit in both the water and “ewer account

Frankly, the current water and sewer rate structure is unsustainable, violates every standard of
responsible fiscal management and puts the Town at risk of losing control of our water &
wastewater infrastructure. In fact, one of Ms. Holloway’s first recommendations is to cancel the
planned 5 increase in rates this year in favor of a true and honest structure that matches income
to expenses. A copy of Ms. Holloway’s report is attached hereto and made a part of my budget
presentation In that report, M Holloway state the followin »

The average cost of producing 1,000 gallons of water is $8.16 and the average revenue
collected per 1,000 gallons produced is $7.30. While some of the costs of the water system are
recovered through the base charge, this still represents a gap in the average unit cost vs.
revenue.
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Proposed 2023-2024
In-Town Rates (Quarterly)

0-6000 gallons - $50.00 Base Water
0-6000 gallons - $135.00 Base Sewer

Minimum (Base) Bill 0-6000 Gallons - $185.00

6000+ $7.70 per 1000 gallons (Water)
6000+ $12.35 per 1000 gallons (Sewer)

Current 2022/2023
In Town Rates (Quarterly)

0-6000 gallons - $39.89 Base Water
0-6000 gallons - $73.47 Base Sewer

Minimum (Base) Bill 0-6000 Gallons - $113.36

6000+ $5.90 per 1000 gallons (Water)
6000+ $5.69 per 1000 gallons (Sewer)

e OTHER

While grant revenues fluctuate from year to year, we hope to continue receiving grant funds from
Worcester County supporting the General Fund and the Fire and Ambulance Company. We have
also requested the county continue sharing proceeds from table games at Ocean Downs which are
dedicated to public infrastructure projects. Additionally, this year we also asked the county
commissioners to consider contributing approximately $161,500 to begin addressing long-
standing problems with flooding at Byrd Park and to help replace the basketball courts located
there. As [ mentioned to the commissioners, Byrd Park is truly a county and regional asset as it
plays host to the annual county fair and provides boat launching, picnicking and other recreational
diversions for a multitude of visitors. The total requested budget contribution from the county is
just under $1 million.

State Income Taxes (4100) currently appear to have increased to $185,000. This number may be
revised when more accurate estimates are available from the State of Maryland.
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General Fund Interest Income (5803) has been estimated to grow due to a national trend upward
in interest and investment income.
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Highlighted Changes in Expenses
e Participation in the Law Enforcement Officers Pension System (LEOPS)

e Honoring the budget request of the Snow Hill Volunteer Fire & Ambulance Company with
a cash increase of $65,000, $40,000 provided from property tax revenue and $25,000 with
funds available through the American Rescue Plan Act (ARPA). The Town also renews
its offer to provide grant-writing assistance to the fire company as needed.

o Providing for local legal services and representation.

e Implementing a 6% Cost Of Living Adjustment (COLA) for all Town employees based on
State of Maryland inflation data.

Budget Format and Fund Balances

The FY24 budget continues to allocate expenses from the General Fund to the Water and Sewer
Funds through Interdepartmental Transfers, as recommended by the auditors. The total costs for
administrative support to the Water and Sewer Funds are calculated on spreadsheets separate
from the budget and then recognized as transfers in the Miscellaneous Revenues section of the
General Fund (5931) (5944) and in the Operating Expenses sections (Water 7299) (Sewer 7299)
of the Water and Sewer Funds. Similarly, employee salaries and benefits that were previously
allocated between the Water and Sewer Funds only have been consolidated into the Water Fund
and an additional revenue transfer is recognized in the Water Fund (5944) and an expense
transfer in the Sewer Fund (7291). These interdepartmental transfers increase the notional
amount of the budget but do not affect the underlying cash revenues and expenses.

Capital Improvement Plan

The establishment of a 5-year Capital Improvement Plan and an associated Capital Budget is
beginning to bring to fruition many large projects. The purpose of a separate Capital
Improvement Budget and Plan is to separately plan and budget for large, non-recurring expenses
so that these large projects or purchases do not result in significant variations in the operating
budget.

Starting in FY21, the purchase of vehicles and large machinery, water and sewer equipment,
parks improvements, and infrastructure projects were moved to the new Capital Improvement
Budget. While projects and purchases may be included in the 5-year CIP plan, actual expenditures
may be dependent on grant and bond funds and therefore be delayed beyond the scope of a
one-year operating budget.
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Conclusion

The proposed FY24 Budget is a product of true collaboration with input provided from the Mayor
and Council members alike at work sessions held by the town manager. Itis a serious and well

considered effort to meet the needs and expectations of our community at a reasonable and
affordable cost. This budget is the first in many years to tackle responsibly the necessity of
bringing fiscal integrity to the table as we make the necessary adjustments to revenues to meet
the expense of essential public services.

As always, the staff has done an exceptional job in adopting new technologies, working smarter
and cross-training to preserve the quality services that make Snow Hill a great place to live, work
and play. Residents are well-served by our excellent Town employees who go out of their way to
provide prompt and efficient support for our citizens. | commend them and the Finance staff
especially for compiling and producing the final version of the budget for your review and
consideration. I'll look forward to working with you in the weeks ahead with the intent to adopt
the FY24 budget before the end of May.

Respectfully,
Michael Pruitt

Michael Pruitt
Mayor
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S 33,130 §$ 34,292 S 57,540 S 37,540
S 655,345 $ 697,485 S 809,380 S 866,358
S 55,616 S 43,827 $ 93,000 $ 60,000
S 633,142 S 747,324 § 871337 $ 984,034
S 224,205 S 210,454 $ 222,260 S 263,260
$ 1,241,796 S 890,803 $ 1,041,348 $ 1,030,678
S 415,205 S 86,841 $ 45,000 S 35,000
S 33,084 S 28,207 § 35,092 $ 32 350
S 93,482 S 93,052 $ 100,244 $ 111,692
$ 3,385005 $ 2,832,285 $ 3,275201 $ 3,420,912
$ (372,136) $ (10,616) $ -8 -
2021 2022 2023 2024
Actual Actual Amended Budget
$ 476,095 $ 551,503 $ 486,298 $ 681,582
S 97,402 $ 99,217 $ 104,447 $ 141,407
$ 573,497 $ 650,720 $ 590,745 $ 822,989
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S 1,034,072 S5 1,059,783 $ 1,228,000 $ 1,351,184
$ 200,000 $ 200,000 $ 200,000 $ 200,000
$ 117,295 $ 121,673 $ 82,700 $ 82,700
$ 1,153,071 $ 936,441 $ 1,145,750 $ 1,113,515
$ 135,105 $ 149,032 $ 146,974 $ 145,500
$ 35958 $ 24,180 S 39,095 $ 35,200
$ 3,678 $ 2,290 $ 2,000 S 60,000
$ 63,202 § 30,293 $ 34,423 $ 7,000
$ 2,742,381 $ 2,523,692 $ 2,878,942 $ 2,995,099
$114,322 $126,042 $165,292 $180,437
$156,166 $171,935 $230,967 $245,376

$3,012,869 $2,821,669 43,275,201 $3,420,912
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3/24/2023

BUDGET SUMMARY-ALL FUNDS
OPERATING BUDGETS 2021 2022 2023 2024

Revenues - General Fund Actual Actual Amended Budget
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Revenues - Water Fund
Total Water Revenues

Reimbursement From Sewer
Total Water Budget
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3/2472023

Expenses - Water Fund

Total Employee Expenses S 181,609 $ 220,152 $ 213,871 § 286,814
Total Operations Expense $ 153,913 $ 193,701 $ 211,582 S 293,394
Total Capital Expense S 62,344
Reimbursement to General Fund S 114,322 $ 126,042 $ 165,292 $ 180,437
Total Water Expenditures $ 449,844 $ 539,895 $ 590,745 $ 822,989
CIP Budget Funding $
Depreciation S 86,877 S 92,553
Total Water Budget $ 536,721 $ 632,448 $ 590,745 $ 822,989
NATER FUND NET GAIN (LOSS) $ 36,776 $ 18,272 $ - 8 -
2021 2022 2023 2024
Actual Actual Amended Budget
Revenues - Sewer Fund
Total Sewer Revenues $ 909,001 $ 845,900 $ 943,964 $ 1,676,110
Reserves $ 223,966
Total Sewer Budget $ 909,001 $ 845,900 $ 1,167,930 $ 1,676,110
Expenses - Sewer Fund
Total Employee Expenses
Total Operations Expense S 446,912 $ 657,536 $ 743,589 S 1,023,074
Total Capital Expense $ 37,822 § 42,843 S 88,927 S 88,927
Reimbursement for Operating $ 156,166 S 171,935 $ 230,967 $ 245,376
Reimbursement for Water S 97,402 §$ 99,217 § 104,447 S 141,407
Total Sewer $ 738,302 $ 971,531 $ 1,167,930 $ 1,498,784
CIP Budget Funding S - S - 5 177,326
Depreciation S 548,062 $ 555,112
Total Sewer Budget $ 1,286,364 $ 1,526,643 $ 1,167,930 $ 1,676,110

SEWER FUND NET GAIN (LOSS) S (377,363) $ (680,743) $ - $ -
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March 28, 2025
To the Members of the Town Council and the Citizens of Snow Hill,

In accordance with Chapter 44 of the Charter of the Town of Snow Hill, I am pleased to submit a
balanced Mayor’s Proposed General Operating and Water & Sewer Budget for Fiscal Year (FY)
2024 that includes all projected revenues and expenditures for the period July 1, 2023 through June
30, 2024. As always, the budget process and result represent the hard work and diligence of the
Town staff making use of financial information supplied by the State of Maryland and the priorities
and direction of the Mayor. | also want 1o acknowledge our council members for positively
responding to our outreach early in the process to establish a spirit of collaboration as we struggle
to overcome historic decisions that have not provided the strongest foundation for budgetary
sustainability.

This budget message will provide information on the major programs in the budget, the significant
changes from the current year, and a discussion of the trends and outlook that affect the proposed
budget and future financial conditions.

Budget Highlights and Financial Condition

Revenues from property taxes are projected to increase in FY24 by approximately 5.4%, a
modest increase that results from new construction and a small increase in existing home values
yet which provides little room for maintaining the current level of government services while
meeting serious challenges related to adequate funding for public safety.

In her budget message to the community last year, Mayor Jennifer Jewell noted that it had been
more than 20 years since Snow Hill last adjusted its property tax rate. The Mayor & Council felt
then that revenue from property taxes was not sufficient to secure the level of support for public
safety that many feel is necessary. The Police Department found itself at a huge disadvantage in
the recruitment and retention of qualified officers because Snow Hill is one of the few remaining
municipalities that do not offer the Law Enforcement Officers Pension System (LEOPS).
Additionally, we were unable to fully meet the budget request of the Snow Hill Volunteer Fire
Company and ambulance service due to inadequate revenue.

However, still recovering from the effects of the Covid-19 virus and rising inflation, the Mayor
and Council did not feel that they could support an increase in the property tax rate then, yet Mayor
Jewell made it clear in her budget message that a hard choice must soon be made after sharing the
need with the community. In her words, “I feel compelled to make the following comments as a
way of initiating an important community conversation for new budget discussions after this year.
Local government is expected to provide a great deal of quality public services covering everything
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Council 1011 Mayor Pruitt Michael Part Time
Council 1011 Councilmember Hall Jenny Part Time
Council 1011 Councilmember Blake Regina Part Time
Council 1011 Councilmember Simpson Janet Part Time
Fin/Admin 1039 Town Manager Pollitt Full Time
Fin/Admin 1039 Econ Dev Director McAllister Lori Full Time
Fin/Admin 1039 Code Official Sullivan Martin Full Time
Fin/Admin 1039 Account Clerk Watson Connie Full Time
Fin/Admin 1039 Finance Manager Hamstead Lounell Full Time
Fin/Admin 1039 Executive Administrator Sullivan Full Time
Fin/Admin 1039 Grant Administrator Rankin Part Time
Police 1112 Police Chief Andrew Full Time
Police 1112 First Class Patrolman Collins Ryan Full Time
Paolice 1112 First Class Patrolman open . open Full Time
Police 1112 Lieutenant Burnett Bob Full Time
Pollce 1112 Corporal Bames Kenneth Full Time
Police 1112 Sergeant Townsend Mark Full Time
Police 1112 Corporal Brown Rude!l Full Time
Pollce 1112 Patrolman Baylous Tyler Full Time
Police 1112 Police Officer Mauk Hunter Fart Time
Streets 1252 Public Works Director Barfield Randy Full Time
Streets 1252 Crew Leader Maldonado Orti2 Dylan Full Time
Streets 1252 Maintenance Tech | Pumnell Korry Full Time
Streets 1252 Maintenance Tech Il Johnson Clement Full Time
Streets 1252 Maintenance Fech Il Bratten Detrick Full Time
Streets 1252 Maintenance Tech Il open open Full Time
Streets 1252 Maintenance Tech IV — Mark Full Time
Streets 1252 Maintenance Tech | Showell Jeiry i Part Time
Streets 1252 General Laborer* Baine Leontaye Part Time
Museum 1815 Museum Director Byrd Cynthia Full Time
Museum 1815 Museum assistant Sadakbaeva Svetlana Part Time
Museum 1815 Museum assistant Hudson Sandra Fart Time
Water 1231 Water/WW Superintendent Harrison Russ Full Time
Water 1231 Water/WW Operator open open Full Time

Water 1231 W/WW Operator Trainee Ward

Full Time

Councll 1011 = 4 @
Finance/Admin1039 6 2 8
Pollce 1112 8 1 El
Streets 1252 7 2 El
Museum 1815 1 2 El
Water 1231 4 0 4
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from public health and safety to economic development to maintaining and improving public
infrastructure and providing for a host of other community needs. Property taxes are the principal
source of revenue for paying for these services and while everyone wants and demands these
services, the issue of how we pay for them is often controversial. Prudent fiscal planning dictates
that a jurisdiction’s property tax rate should be adjusted periodically to reflect the increased costs
associated with meeting the public’s expectations. History has shown us that failure to do so can
lead to catastrophic financial upheaval and instability in the conduct of local government.”

When I ran to serve as your Mayor, I pledged that my priorities would always center around public
safety and public infrastructure. Our community must be safe and secure in their homes and
businesses and we must have a water & sewer system that is environmentally sound and efficient
in its performance. While I believe our Town is a safe and healthy place in which to live, recent
violations of our State permit for the wastewater treatment plant indicates that we need to bring
immediate and drastic measures to bear in how we fund and how we maintain our water and
wastewater systems. More on that a bit later.

In order to responsibly support our police and fire and ambulance services, I am proposing an
increase of seven and three-quarter cents (7.75) in the property tax rate for every $100 of assessable
base. One penny on the tax rate yields about $13,000 and every cent of this rate increase will be
devoted to public safety providers. My budget will allow the police department to join the LEOPS
pension system, making us competitive with our sister agencies throughout the Lower Shore in the
recruitment and retention of police officers. What was once the “Cadillac” of pension systems has
now become the norm and Snow Hill is among the very last in our region to offer LEOPS to its
police officers.

Our fire and ambulance services are in a similar predicament. The cost of training and equipment,
whether in breathing apparatus, medical supplies and or fleet operations, presents a significant
challenge that we cannot adequately address with current revenues. Last year Mayor Jewell
provided a $5,000 cash increase for fire and ambulance as well as a one-time contribution of some
$75,000 in special federal funds to help defray the cost of replacing expensive breathing
equipment. The fire company has requested a $65,000 increase in funding this year to a flat
$200,000. My budget proposes to meet this request paid with a portion of the tax rate increase and
a smaller influx of the federal funds.

Listed below are the comparative tax rates for Worcester County and its four municipalities.
Currently, we are firmly in between Pocomoke (higher) and Berlin (lower). Our new tax rate
would place us on a par with Pocomoke.
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KY23 Real Personal Utility
Worcester 0.8450 2.1125 2.1125
Pocomoke City N 1,311 2.0000 2.4000
Pocomoke City H .09375
Snow Hill 0.8600 1.8200 1.8200 5
Berlin 0.8150 1.700

Ocean Cii 0.4526 11300




