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TOWN OF VALDESE 
ANNUAL TOWN COUNCIL BUDGET RETREAT 
TUESDAY, APRIL 14, 2026 
 
The Town of Valdese Town Council met on Tuesday, April 14, 2026, at 9:00 a.m., for the Annual Budget Retreat, in the 
Town Community Room at Town Hall, 102 Massel Avenue SW, Valdese, North Carolina. The following were present: 
Mayor Keith Huffman, Mayor Pro Tem Rexanna Lowman, Councilman Gary Ogle, Councilwoman Heather Ward, 
Councilwoman Melinda Zimmerman, and Councilwoman Shannon Radabaugh. Also present were: Town Manager Todd 
Herms, Assistant Town Manager/CFO Bo Weichel, Town Clerk Jessica Lail, and Department Heads. 

Absent: None 
 
A quorum was present. 
 
CALL TO ORDER At 9:00 a.m., Mayor Huffman opened the meeting and welcomed everyone to the Budget Retreat.  
Mayor Huffman announced that Ms. Jean-Marie Cole passed away last night and gave a moment of silence.  
 
APPROVED TOWN MANAGER CONTRACT  
Mayor Huffman recommended two changes to the Town Manager’s contract. Paragraph 4 line 9 and paragraph 6B line 
3.   
 
Mayor Pro Tem Lowman made a motion to approve contract as presented, seconded by Councilwoman Zimmerman.  
The vote was unanimous. 
 
GENERAL FUND OVERVIEW  
Mr. Weichel stated that the numbers and data he was providing represented what was needed to operate at current 
levels, noting they did not represent any major changes to programs or services. Mr. Weichel provided that the 
recommendations provided by Staff and Management were developed through professional evaluations, as they 
observed day-to-day operations. Mr. Weichel emphasized that one should be mindful of the Local Government 
Commission (LGC) throughout the budgeting process, especially as there was a large project looming, which would 
require debt issuance. Mr. Weichel added that the LGC looked over both the General Fund and the Utility Fund, and 
recounted that the Town had received a financial indicator of concern (FPIC) notification during its most recent audit 
about its capital asset ratio.  
 
Mr. Weichel provided a financial overview focused on the General Fund. He explained the differences between the 
General Fund (taxpayer-driven), the Utility Fund (consumer-driven), and Capital Project Funds (multi-year and roll over 
annually). He highlighted the purpose of fund balance, which includes emergency reserves, investment income, and 
avoiding LGC scrutiny. 
 
Town Manager Herms asked Mr. Weichel to explain the changes that the LGC had made to calculating minimum fund 
balance requirements. Mr. Weichel answered that previously the LGC evaluated fund balance with an unwritten rule that 
one had to stay over approximately an 8% fund balance. He continued that the LGC now had a stricter, dynamic, formula, 
where the LGC looked at a Town’s peer group, compared one to them, and stated that as long as one’s fund balance 
was above the 50th percentile of that peer group they were in good standing. Mayor Pro Tem Lowman asked if the Town 
knew who was in their peer group. Mr. Weichel responded that the peer groups changed and was based on population 
and budget size. He also added that the Town could request a list of its peers from the LGC for the current budget year. 
 
Mr. Weichel reported that as of June 30, the Town’s unassigned fund balance was $8,123,452, equivalent to 125% of 
annual expenditures. He added that the reason for the large unassigned fund balance was that the Town had big projects 
coming up and was saving for those projects. Mr. Weichel provided that revenues were on track for the year, but pointed 
out that there were projects that had impacted the fund balance so far, which were the pool bubble, street paving 
contingency funds, a police patrol vehicle, an officer leave payout, and an increase in officer reserve pay, which totaled 
$329,702. 
 
Mr. Weichel outlined several budget challenges affecting the General Fund. These included a state-mandated 0.74% 
increase in retirement contributions bringing the Town’s rate to 15.15%, with law enforcement rates rising to 17.10%. 
Other challenges include implementing a pay study that was approved last budget year, street paving, medical insurance, 
general inflation-related increases in equipment, materials, and services, along with aging facilities and the need for 
equipment replacement, as many town buildings are over 50 years old. 
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Councilman Ogle asked what the aforementioned aging facilities were. Mr. Weichel answered that these facilities 
included the Community Center, the Old Rock School, Tiger Gym, and Town Hall. 
 
GENERAL FUND OPERATING & CAPITAL SUMMARY  
Mr. Weichel presented the General Fund budget summary, stating that it was a balanced budget, which meant that 
expenditures matched revenues.  
 

 
 

Mr. Weichel pointed out the Capital Budget, acknowledging that capital expenditures had decreased from the prior year.  
 



April 14, 2026, MB#33 

439 
 

 
 

Mr. Weichel then discussed General Fund revenues in greater detail, pointing out that the 2026 Ad Valorem Taxes 
were based on a 41.5 cent ad valorem tax rate. He noted that this was similar compared to the prior year, but was a 
small increase. Mr. Weichel moved to the Fire District Tax, which he noted was a new tax being proposed in the 
budget. He explained that this was similar to the County’s fire district tax, which was collected separately from ad 
valorem tax. Mr. Weichel reported that the figure associated with the fire district tax represented a thirteen (13) cent tax 
rate. He explained that the ad valorem tax, combined with the fire tax, reset Valdese’s tax rate back to 54.5. Mr. 
Weichel displayed a graphic which showed that the Town’s ad valorem tax rate had been 54.5 cents per $100 for 
years prior, until 2024. 
 
Mr. Weichel reported that an important aspect of the fire district tax was that it could strictly be spent on fire 
department related activities. He added that since this tax was a separate tax, once the debt service of the public 
safety building had been satisfied, the Council, at that time, could then readjust this tax rate as they saw fit. 
 
Town Manager Herms disclosed he had gone over the Town’s debt figures with the Council and gave an example of 
the Town Hall, where the Town currently owed more on the loan than the building had cost to construct. He explained 
that the reason for the debt figures was due to the Town taking multiple USDA loans over the years, which were great 
for keeping payments small, but noted one was upside-down for almost the entirety of the loan. Town Manager Herms 
also provided that USDA loans did not require LGC approval. He added that since the Town was pursuing a 20-year 
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loan, for the public safety building, LGC approval would be required. Town Manager Herms reported that the Town had 
approximately 9 loans, half of which the Town was upside-down on. 
 
Councilwoman Radabaugh asked if there was a penalty to paying off USDA loans early. Town Manager Herms 
responded in the affirmative, and added that it would not make economic sense as the Town would not gain anything.  
 
Town Manager Herms stated the Town had explored making a larger down payment on the public safety building, in 
order to make the loan smaller, but provided that it may not be the desirable option, as it would drop the Towns fund 
balance. 
 
Mr. Weichel added that the USDA loan process was much more costly, intensive, and involved than the LGC route. 
 
Councilman Ogle asked Mr. Weichel to clarify how the fire district tax worked. Mr. Weichel explained that the new tax 
would be listed separately from the ad valorem tax on the budget ordinance. Councilwoman Zimmerman asked if it 
would be a separate line on individuals tax bills. Mr. Weichel responded in the affirmative. Mayor Pro Tem Lowman 
asked if the fire district tax would be used for the debt service of the fire department. Mr. Weichel answered in the 
affirmative, and added that it would also go to generally supporting the fire department. 
 
Mr. Weichel pointed out that interest on investments were projected to go down, as fund balance was used for the 
public safety building, decreasing idle funds which were invested. He also reported that sales tax was projected to stay 
consistent and that there was a slight increase in trash collection. 
 
Rates & Fee Schedule: 
During the budget discussion on rates and fees, Mr. Weichel noted that there are several increases that are proposed 
for the Old Rock School in the upcoming fiscal year, providing that these involved leases and usage rates. 
 
For the Recreation Center, staff recommended keeping fees flat for the coming year with the exception of the bowling 
center introducing a Sunday party package, increasing lane rentals, and increasing games rates. 
 
Mayor Pro Tem Lowman asked why the Town decided to not increase rates for out-of-town aquatic and fitness center 
memberships. Mr. Weichel answered that this was due to the Town having recently increased those rates, as well as 
wanting to keep the Town’s rates competitive. 
 
In Public Works, a fee increase was proposed for construction debris dumpster rentals. The current rate of $100 would 
be raised to $125, as well as a solid waste fee increase on residential trash and small user fees for small businesses. 
 
In the Planning Department, there are a few new fees that the new Town Planner had identified that were in the Town’s 
Ordinance but not in the fee schedule. 
 
Finally, the Fire Department proposed no increases due to a lot of changes last year. 
  
GENERAL FUND DEPARTMENT OPERATING & CAPITAL: 
 
GOVERNING BODY Mr. Weichel reported that the Governing Body/Council budget showed an overall decrease, 
primarily due to the Council’s decision to remove themselves from the group insurance program.  Not much has changed. 
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ADMINISTRATION Mr. Weichel stated that the administrative budget looked high, but included many items from other 
departments, such as workers compensation insurance and property liability insurance. He added that the Town Hall 
debt service payment was also housed in this budget and that there were overall not many changes. 
 

 
 

PUBLIC WORKS ADMINISTRATION/GARAGE FACILITIES Mr. Weichel explained that Public Works encompasses 
several separate departmental budgets—Public Works Administration (facility and admin staff), Streets, Sanitation, and 
Grounds—in order to more accurately track service-related costs. 
 
Mr. Weichel provided there were not many substantial changes to this budget. 
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PUBLIC WORKS GROUNDS & MAINTENANCE Mr. Weichel explained for the Grounds and Maintenance 
department, the budget remained relatively flat compared to the prior year, but added there was additional capital 
outlay proposed for this cycle.  
 

 
 
PLANNING DEPARTMENT Mr. Weichel reviewed the Planning Department budget, noting that there were quite a few 
differences compared to the prior year, as the Town had employed a full-time planner. 
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POLICE DEPARTMENT Mr. Weichel explained the Police Department budget included the proposed pay study, as did 
all other budgets, which meant some of the largest changes were related to salaries. He added that there were not many 
significant changes other than the salaries. 
 

 
  
FIRE DEPARTMENT Mr. Weichel reported that the part time pay showed an increase to help put an extra part-time 
person, allowing the Town to have two people on shift at all times. He continued that it was more cost effective to have 
more part-time employees when compared to additional full-time employees.  Mr. Weichel noted that there was a 
recommended increase to the transfer to public safety building which would come from the fire tax increase.  
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Mayor Huffman asked if the Town anticipated a reduction in volunteerism in the years to come. Fire Chief Walton 
answered in the affirmative. Mayor Huffman asked how the reduction would be considered in long term projections. Mr. 
Weichel reported that the part-time pay increase was directed at this issue. 
 

 
 
PUBLIC WORKS STREETS Mr. Weichel explained the Street Department transfer to street project fund had increased 
to go towards the large street paving project. 
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POWELL BILL Mr. Weichel noted no changes had been made since last year. 
 
Councilman Ogle asked what the $125,000 in capital outlay was for. Mr. Weichel answered that this was a transfer to 
the street paving project fund, to allow it to total $500,000. 
 

 
 
PUBLIC WORKS SANITATION Mr. Weichel noted no big changes had been made, noting that contracted services 
slightly increased as the Town’s contract with Simply Green had a 3% annual increase built into it. 
 

 
 
PARKS & RECREATION During the Recreation Department’s budget discussion, Mr. Weichel explained that the “Part-
Time Pay” line item has been increased due to the pay study recommendation. 
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Councilman Ogle asked what kind of contracted services were included in the Recreation Department. Mr. Andersen 
answered that these services included bowling maintenance, HVAC maintenance, copier services, and the pool bubble. 
 

 
 
COMMUNITY AFFAIRS Mr. Weichel provided that one change made to the Community Affairs Budget was to reduce 
the overall number of concerts in order to reduce expenditures. Mr. Weichel continued that the Town’s consolidation of 
concerts allowed for better quality performances while still reducing overall expenditures. 
 
Mayor Pro Tem Lowman asked why the Valdese Tourism Commission figure had increased. Mr. Weichel provided that 
this was occupancy tax that was given to the Town by the Tourism Development Authority (TDA) on a reimbursement 
basis. Ms. Angi added that there was a large increase in occupancy tax collection due to construction worker stays 
during Hurricane Helene. 
 
Councilman Ogle asked why there was an increase in contracted entertainment services. Ms. Angi provided that this 
was due to additional Blue Grass at the Rock concerts, which were generating more revenue than they previously had, 
adding that this increased figure was offset by revenue on the other end. 
 
Ms. Angi also provided another factor increasing the entertainment line was the Independence Day fireworks, as the 
way the year fell, the Town was still paying holiday premium rates. She continued that the following year, this should 
adjust itself. 
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YOUR PROPERTY TAX DOLLARS Mr. Weichel used the graphics which follow to help explain and visualize what 
portion of property tax, and budget, was allocated to each department. 
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Mr. Weichel used the final graph to illustrate how many pennies on the tax rate it would take to run each department, if 
ad valorem tax was the Town’s sole source of revenue. He continued by identifying the fire departments need of 23.85 
“pennies” on the tax rate, identifying that the fire district tax only provided 13 “pennies” out of the total needed to run 
that department. Mr. Weichel added that these figures did not include the public safety building. 
 
GENERAL FUND DEBT Mr. Weichel provided that the Town Hall loan had 25 years remaining, and the Town still owed 
$400,000 more than the loan was originally for. He added that this was part of the reason why the Town was considering 
a 20-year loan for the public safety building.  
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Mr. Weichel also discussed Fire Ladder Truck and Splash Park loans.  
 

 
 

At 10:15 am, Council took a break, resuming at 10:22 am. 
 
SUMMARY OF GENERAL FUND CAPITAL IMPROVEMENT PLAN, REQUEST FORMS, RECOMMENDED CUTS 
Mr. Weichel provided a summary of the Town’s General Fund ten (10) year Capital Improvement Plan (CIP). He pointed 
at that the Town’s needs were approximately $500,000 to $700,000 each year, and that this year was no different. Mr. 
Weichel added that cuts were made in the current year that were not sustainable, but were necessary. 
 
Mr. Weichel noted that the Town was in the process of receiving a roof evaluation for all of its facilities, as to help identify 
which repairs to budget for. 
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Mr. Weichel then reviewed individual CIP request forms and spoke to recommended budget cuts for Fiscal Year 26-27. 
He stated that when all needs were plugged in, the Town was left with a $428,908 gap that it needed to fill. Discussions 
were also had about the overall viability of Tiger Gym. 
 
Mr. Weichel then spoke to the proposal of reducing work hours from 40-hours per week to 35-hours per week, where 
individuals would work less hours but still receive a greater take-home overall. He stated that affected departments would 
have to be more efficient overall. Town Manager Herms stated this would be a pilot program, which would be evaluated 
throughout its implementation. He added that this was a way to allow the Town to meet the needs outlined in the pay 
study, without making departmental cuts. Town Manager Herms identified that the listed savings of $73,391 was only in 
the General Fund, and that overall savings were greater if one included the Utility Fund. 
 

 
 
Councilman Ogle stated that it made no sense to give people a raise and cut their hours and asked how much more 
individuals would be taking home. Town Manager Herms answered that employees would see at least a 3% increase in 
their take-home pay. Town Manager Herms added that it was common for other municipalities to work a 37-hour work 
week, and stated the Town could adjust to this if other cuts were made. Councilman Ogle asked if employees knew of 
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this change. Town Manager Herms stated that this had been discussed with department heads, and that he believed 
most department heads had discussed the change with their employees. 
 
Town Manager Herms stated the Town could invest all the money they wanted into facilities, but if it did not invest in the 
people who provided the service it had failed as an organization. Town Manager Herms provided that the Town was 
having trouble recruiting employees, stating that the fire department has had a position open for over fourteen (14) 
months, which was generally unheard of. He gave reasons as to why the positions were hard to fill, which were 
uncompetitive pay, substandard work conditions, among other factors. 
 
Councilman Ogle asked Mr. Hudson what his employees thought of the shift in weekly hours. Mr. Hudson responded 
that overall responses were not drastic, but added there were some concerns. 
 
Town Manager Herms stated if Council was against the change, he would absolutely support it, as it was their budget, 
but provided the Town would have to make up the $73,391 elsewhere. He also added that employees would still receive 
full-time benefits when applicable. Town Manager Herms provided that employees would still not receive overtime until 
after the 40-hour mark. 
 
Discussion about the timing of the Independence Day festival and the costs associated with said timing ensued, as it 
was cheaper to have the festival on a weekday rather than a weekend day. Councilwoman Ward asked if the Town could 
save money all together and not do the fireworks. She continued that she would hate to do this, and was very patriotic, 
but noted that the sales tax and occupancy tax received from visitors was not limited to the Valdese Town limits. 
Councilwoman Ward expressed the Town could save $24,517 and still receive the benefits from the county’s taxation. 
Councilwoman Ward contextualized the $24,517 figure as half of a police officers’ salary. Mr. Weichel agreed that the 
Town would receive the same amount of sales tax whether the money was spent in other municipalities in Burke County 
or in Valdese. He added that the Town would save a lot of money if the Town were to not host the Independence Day 
festival. 
 
Mr. Weichel reported that $30,000 would be cut from Burke County Library funding, but that the Town would still be 
contributing $10,000. Mayor Pro Tem Lowman stated that she appreciated the continued contribution. 
 
FIRST TRYON FINANCIAL ADVISORS’ PRESENTATION  
Mr. Andy Smith and Mr. Chris Habliston of First Tryon Financial Advisors then addressed the Council regarding the 
Town’s long-term financial planning, with a particular focus on the public safety building project and use of the Town’s 
financial model. 
 
Mr. Smith stated that it was a privilege to be present and discuss the Town’s financial planning efforts, and explained 
that the purpose of the presentation was to help set the stage for how the Town had arrived at its current position. Mr. 
Smith stated that First Tryon worked exclusively with municipal governments and had developed more than 100 financial 
models of this nature. Mr. Smith explained that most municipalities had some form of CIP, but often fell short in properly 
sequencing projects over time, which was where the financial model became especially useful. 
 
Mr. Smith stated that the model allowed the Town to see how movement of one project or funding decision affected all 
other items, and that it provided a useful visual representation of those changes. Mr. Smith explained that, prior to use 
of this type of software, municipalities often had to rely on more static and less responsive budgeting methods. Mr. Smith 
stated that a five-year window was generally a good time frame on which to focus, as it provided a reasonable benchmark 
for understanding how changes would affect total funds over time. 
 
Mr. Habliston then explained that the model was built using the information Mr. Weichel had already presented to Council, 
and that the starting point was a balanced budget for Fiscal Year 2026-2027. Mr. Habliston stated that one of the first 
things that stood out was that while capital funding may work for the current fiscal year, it may not remain workable in 
future years, especially given the projected capital gap. Mr. Habliston emphasized that the Town was balancing the 
budget without yet including expenditures related to the public safety building and that the key question was how the 
decisions being made today would position the Town in future years. 
 
Mr. Habliston then discussed fund balance models and the relationship between fund balance and the Town’s CIP. Mr. 
Habliston explained that the public safety project would have a significant long-term effect on the budget and reviewed 
several adjustments that could be made in order to lessen that impact. 
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Councilwoman Zimmerman asked that the model reflect borrowing the full $10,000,000 for the public safety project. Mr. 
Habliston stated that doing so would delay, but not eliminate, the financial pressure associated with the project by 
approximately one year. Mr. Habliston then adjusted the model to show full borrowing alongside the anticipated effects 
of revaluation. Mr. Habliston stated that this scenario improved the overall outlook, but would still require major Council 
decisions in future years to keep fund balance healthy. Mr. Habliston emphasized that creation of recurring revenues 
was imperative to support a project such as the public safety building and added that the LGC would require a plan to 
repay the debt. 
 
Mr. Smith asked when the Town expected to have a final number for the public safety project. Town Manager Herms 
answered that the Town anticipated having a final number within the first couple of weeks of June. Mr. Habliston stated 
that if the Town obtained a Guaranteed Maximum Price (GMP), that number would typically remain valid for 
approximately sixty (60) days, and by that point the Town would need a repayment plan in place. Mr. Smith added that 
the LGC required a decent amount of lead time, so the Town would need to be prepared. 
 
Mr. Habliston stated that the most certain and stable way to fund the project would be through property tax revenue, 
though whether that was viable was a matter for Council discussion. Councilwoman Radabaugh asked, rather than 
Council going back and forth, what First Tryon believed was the best course of action. Mr. Habliston answered that, from 
his personal perspective, financing made the most sense for a project of this size and useful life. Mr. Habliston explained 
that because there were many other expenditures competing for available funds, using too much fund balance would 
handicap the Town in future years. Mr. Habliston stated that because the building would serve citizens for the next forty 
(40) years, financing allowed those future citizens to bear their share of the cost over time, whereas paying outright 
would place more of the burden on current residents. Mr. Habliston stated that, generally, First Tryon tended to lean 
toward borrowing as much as reasonably possible. 
 
Mr. Smith added that First Tryon had used conservative assumptions for interest rates in the model, and noted that if 
interest rates dropped significantly in the future, the Town could potentially refinance and restructure the loan. Mr. 
Weichel then asked how the LGC would likely interpret the Town dropping below a desired fund balance level in 
approximately 2031 under one scenario shown in the model. Mr. Habliston responded that if the issue was three to four 
years out, the LGC might take notice and ask questions, but it likely would not become a major obstacle because the 
Town would still have time to take corrective action. Mr. Habliston stated that the LGC generally would not “pump the 
brakes” on a project for a concern that far out in the forecast. 
 
Mayor Huffman then asked Mr. Weichel how much consideration the Town had given to the possible sale of the Mitchell 
building or other assets to help offset project costs. Mr. Weichel answered that it would help, and when asked by Mayor 
Huffman how much, Mr. Weichel responded that whatever amount the Town received for such a building would reduce 
borrowing by that same amount. 
 
Mayor Huffman then asked that the model reflect an $8,000,000 borrowing scenario. Mr. Smith explained that such a 
change reduced the cost of the project by lowering debt service, but did not account for the impact on fund balance. 
Town Manager Herms asked whether that scenario represented the most conservative approach. Mr. Habliston 
responded in the affirmative. Mr. Weichel then explained that in order to achieve that projected picture, three things 
would need to occur: The Town would borrow the full amount shown, go rate-neutral to reflect revaluation, and reallocate 
a portion of street paving funds toward debt service. Mr. Weichel added that the proposed fire tax rate would also assist 
with repayment. 
 
Councilwoman Ward asked how long there would be no money going toward street paving under that scenario. Mr. 
Weichel clarified that street paving would not be eliminated entirely, but rather reduced. Mr. Weichel explained that 
because the Town already had money saved for street paving, it would still be able to pave for the next couple of years. 
Town Manager Herms added that paving costs were directly tied to gas prices, which made it difficult to project the long-
term paving picture with certainty, though he noted that the Town was paying less per mile currently than it would have 
a year earlier. Town Manager Herms also stated that the Town had requested a pre-engineered metal building with 
some rock for the public safety facility because the project must be completed in the most economical way possible, 
noting that construction costs were increasing every day. 
 
Mr. Weichel then asked that charts showing fund balance be displayed. Mr. Habliston stated that the graphs were 
intended as a visual representation of the previous discussion. Mr. Weichel then noted that the public safety building 
was presently being modeled on a twenty (20) year loan, but that the Town could move to a fifteen (15) year loan, which 
would save money over the life of the debt while increasing short-term pressure on the budget. Mr. Habliston responded 
that this was correct, stating that a fifteen-year term would increase near-term annual payments by approximately 
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$100,000, but would eliminate debt service during the final five years. Mr. Smith added that if the Town started with a 
twenty-year loan and rates later dropped, the Town could refinance at the remaining term. 
 
Mayor Pro Tem Lowman stated that people did not want tax increases, but also wanted the public safety building, and 
expressed that taxes would almost have to be raised. Mr. Smith agreed. Mr. Weichel added that if citizens were opposed 
to increased taxes, then departments would have to begin being cut. 
 
Councilwoman Radabaugh asked what the growth rate figure in the model represented. Mr. Habliston answered that it 
reflected the reevaluation number and the potential increase in property values resulting from the County’s reevaluation. 
 
Councilwoman Ward asked what would happen if something unforeseen occurred and the building ended up costing 
$12,000,000 or $15,000,000. Town Manager Herms answered that the Town could not afford that and would have to 
have hard conversations about its priorities. Councilwoman Ward then asked whether there were any grants available. 
Town Manager Herms stated that several years prior there had been a good deal of money in state budgets for police 
departments, but that the Town was now competing against communities impacted by Hurricane Helene and that the 
likelihood of receiving grant funding was much lower. 
 
Councilwoman Ward then asked about the possibility of bonds. Town Manager Herms responded that startup costs for 
bonds were extremely high, but asked Mr. Habliston to elaborate. Mr. Habliston stated that bonds were possible, but 
that the lead time was generally six (6) to seven (7) months. Mr. Habliston explained that one difficulty with a bond 
referendum was that if the question were put on the ballot and failed, but the Town still wished to proceed with the 
project, the Town would be in an awkward position after the public had already voted no. Mr. Habliston added that while 
bonds could produce a lower cost of funds over the life of the project, the initial costs were quite high. Mr. Habliston 
further explained that a bond referendum would require disclosure of a potential property tax rate associated with the 
project so that voters could understand the possible financial impact, though Council would not be bound to that exact 
number. 
 
Mr. Weichel asked how the process would work given that the Town was not currently bond rated. Mr. Habliston 
answered that if a bond referendum passed, the Town would have to obtain a credit rating through a rating agency, 
because general obligation bonds were sold to the public and investors relied on the Town’s credit rating to assess its 
creditworthiness. Mr. Habliston noted that this was a cost borne by the Town and that while a lower interest rate could 
help offset it somewhat, it remained an important consideration. Mr. Habliston stated that if final project numbers were 
available in June, the matter could theoretically be placed on the ballot in November, with LGC approval coming one (1) 
to two (2) months later, and actual funds potentially available around March 2027. 
 
Mr. Habliston also stated that if the Town pursued a bond referendum but wished to keep the project moving, it could 
pay initial costs out of fund balance and later reimburse itself once debt was issued. Mr. Habliston stated that this was 
not a non-starter in terms of keeping the project moving forward, but would require the Town to come out of fund balance 
initially and pay itself back later. 
 
Town Manager Herms stated that he had never been through a bond referendum, but asked whether it would be out of 
line to estimate the associated cost at $250,000. Mr. Habliston responded that such a figure was likely high and that 
more realistic costs would generally range from $25,000 to $50,000. Mr. Weichel then expressed concern that the Town 
might be considered relatively low status in the bond market. Mr. Habliston responded that there were no cities or towns 
below investment grade and that while the Town’s interest rate would likely still be relatively favorable, no one could say 
with certainty until the Town went through the rating process. 
 
Town Manager Herms stated that everything being discussed was contingent upon current law and noted that there 
were items in the Legislature that could hamper the Town’s ability to move forward. Town Manager Herms stated that 
Council’s biggest takeaway from the discussion should be whether the public safety building remained a priority so that 
staff would know how to proceed. Town Manager Herms explained that before staff spent additional time on the project, 
they needed assurance from Council that the building remained a priority. Each Council Member responded in the 
affirmative and expressed agreement that the public safety building remained a priority. 
 
Mr. Habliston stated that the presentation concluded the formal portion of the discussion, but that he would be happy to 
answer additional questions. Mr. Smith then offered a few final remarks, stating that he hoped rates would ultimately be 
lower than those projected in the model and that First Tryon would be glad to continue conversations with Town officials 
and the LGC as the Town moved forward. Town Manager Herms added that Mr. Weichel had already had multiple 
conversations with the LGC regarding how to move forward with the project. 
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At 11:45 am Council broke for lunch and returned at approximately 12:28 pm. 
 
Town Clerk Lail thanked Councilwoman Zimmerman for providing lunch to those who attended. 
 
UTILITY FUND OVERVIEW  
Mr. Weichel explained that the Water & Sewer Fund operates as a business-type activity, providing both service and 
product to customers, and is reported as such in the audit. Mr. Weichel then presented the following: 

 

 
 

 
 

 
 



April 14, 2026, MB#33 

455 
 

 
 

 
 
UTILITY FUND DEPARTMENT OPERATING & CAPITAL Mr. Weichel presented a balanced utility fund budget totaling 
$8,112,222, covering both operating and capital expenses.  
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UTILITY FUND REVENUES Mr. Weichel reported on projected Utility Fund revenues, noting that water charge 
revenues were projected to increase due to rates increasing 7% for residential water customers and 5% for bulk water 
customers. He added that sewer rates were also being increased by 5%. 
 

 
 
UTILITY FUND EXPENDITURES Mr. Weichel then explained that the Utility Fund was made up of three departments, 
being the Water Treatment Plant, the Wastewater Treatment Plant, and Water/Sewer Construction. Mr. Weichel stated 
that there were not many significant changes in the Water Treatment Plant budget. 
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Mr. Weichel then discussed the Wastewater Treatment Plant budget and noted that laboratory supply costs had 
increased due to additional testing requirements, including PFAS testing, which the State would begin mandating. Mr. 
Weichel explained that these were tests that had not been required in years past, but would now have to be conducted. 
Mr. Weichel added that the State often imposed mandates intended to keep drinking water clean which cost the Town 
money, but did not provide funding to implement them, requiring the Town to supplement those costs elsewhere. 
 

 
 
Mayor Pro Tem Lowman asked about the reason for the increase in contracted services in the Water Treatment Plant 
budget. Mr. Weichel responded that he would need to look further into that increase. 
 
Councilwoman Ward asked where the fluoride system fell within the budget. Mr. Weichel answered that it fell under 
capital. Town Manager Herms clarified that the budget being presented was built as though the Town would continue 
maintaining the fluoride system. Mr. Weichel added that this was part of the reason the proposed increase for residential 
water customers was seven percent (7%). 
 



April 14, 2026, MB#33 

458 
 

 
 

UTILITY FUND DEBT Mr. Weichel then presented a detailed breakdown of the Town’s debt within the Water and Sewer 
Fund. Mr. Weichel pointed out the dashes reflected in the debt schedule and explained that those dashes indicated loans 
that carried no interest, meaning the Town had borrowed those funds directly from the State at zero percent (0%) interest. 
 
Town Manager Herms commended Mr. Weichel by noting that all of the Town’s current zero percent (0%) loans had 
been secured by Mr. Weichel since he began with the Town in 2018. Mr. Weichel thanked McGill for their help in securing 
the loans as well. 
 
Mr. Weichel then pointed to The Settings project, which he explained was financed through a forty (40) year USDA loan. 
Mr. Weichel stated that the original loan amount was approximately $1.3 million and that the present balance remaining 
was approximately $1.5 million. Mr. Weichel stated that this illustrated why the Town wanted to avoid such long-term 
loans. 
 
Mr. Weichel further stated that the built-in annual debt payment within the Water and Sewer Fund was approximately 
$472,000, with a remaining balance of approximately $7.5 million. 
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CIP REQUEST FORMS Mr. Weichel then explained that each CIP request was accompanied by a request form which 
provided greater detail regarding the specific project. Mr. Weichel stated that many of the requested items involved 
obsolete parts due to the age of the plants, and noted that the Town attempted to maximize repairs of those parts 
whenever possible. Mr. Weichel explained that once the useful life of the parts had ended, however, they had to be 
replaced because further repairs were no longer possible. 
 
Mr. Weichel further stated that some of the Town’s tanks were proprietary, meaning replacement parts had to be ordered 
from a specific manufacturer, which caused those parts to cost significantly more than they otherwise would. Mr. Weichel 
noted that this helped provide perspective as to why some of the associated project costs were so high. 
 
Town Manager Herms then stated that he wanted to provide additional perspective regarding inflation and reported that, 
over the last five years, water meters had increased approximately 345%, three-quarter-inch copper rolls had increased 
approximately 253%, software had increased 180%, stone had increased approximately 130%, six-inch gate valves had 
increased approximately 180%, gravel had increased 105%, and property liability insurance had increased 
approximately 103%. Town Manager Herms stated that the Town could not absorb those increases and explained that 
when water rates increased, the Town was not collecting excess revenue, but was instead trying to keep pace with 
inflation-driven cost increases.  
 
Mr. Hudson then stated that water meters were expected to increase by an additional $110 in July. Town Manager 
Herms responded that the Town might need to increase tap fees in order to reflect actual costs. Mr. Weichel added that 
staff would be presenting a proposed increase in tap fees. 
 
RATE AND FEE STRUCTURE FOR UTILITY FUND Mr. Weichel then reviewed the proposed rate and fee structure for 
the Utility Fund. Mr. Weichel stated that staff had attempted to be somewhat creative in identifying ways to control costs 
and explained that one proposal involved introducing a paperless statement credit. Mr. Weichel stated that customers 
receiving a mailed statement would be charged an additional $3, noting that the Town spent approximately $50,000 
annually mailing utility bills. Mr. Weichel explained that the Town was exploring this option in an effort to help keep rates 
as low as possible and added that customers already receiving electronic statements were effectively subsidizing those 
who continued to receive paper statements. 
 
Mr. Weichel then discussed late penalties and stated that the Town generally tried to work with customers who paid late, 
but that staff was recommending an increase in the nonpayment fee from $25 to $30. Mr. Weichel also stated that 
increases in tap fees were being proposed. 
 
Mr. Weichel further explained that residential water rates had remained flat for the previous two years, though Triple 
Community rates had been increased, and that during the prior year both Triple Community and in-town customers were 
affected by rate increases. Mr. Weichel stated that, going forward, staff recommended that rates increase together and 
at the same rate for both in-town and out-of-town customers. Mr. Weichel noted that the proposed seven percent (7%) 
increase would therefore apply equally to customers both inside and outside the Town limits. 
 
CAPITAL IMPROVEMENTS PLAN WATER & SEWER RATE STUDY Mr. R.J. Mozeley and Mr. Dale Schepers of 
McGill Associates then presented the CIP Water and Sewer Rate Study. Mr. Mozeley thanked the Council for the 
opportunity to present again and stated that, as he recalled, much of the information would be familiar to most in 
attendance. Mr. Mozeley expressed his appreciation that the Town took time to plan ahead and did not simply defer 
maintenance, adding that he valued clients who set the stage for ongoing maintenance and long-term system viability. 
 
Mr. Mozeley stated that there were many interconnections between the rate analysis and the budget documents. Mr. 
Mozeley explained that the analysis included the Water and Sewer Utility Fund, also known as the enterprise fund, which 
covered water treatment, water distribution, tanks, booster stations, meters, and related infrastructure. Mr. Mozeley 
continued that the same fund was also responsible for wastewater collection and treatment, which included the collection 
system that brought wastewater to a central point and then on to the wastewater treatment plant. Mr. Mozeley noted that 
the Utility Fund was a separate fund that was required to operate at a profit so that revenues could be reinvested into 
the system to keep it in good, viable condition. Mr. Mozeley stated that the Town’s customer base included approximately 
5,000 residential customers, 360 nonresidential customers, and five contract purchase customers. Mr. Mozeley added 
that the Utility Fund had an approximate annual value of $7.5 million, which could also be viewed as approximately $7.5 
million in annual revenue. 
 
Mr. Mozeley then discussed capital improvement planning and what made a project worthy of inclusion in the Capital 
Improvement Plan. Mr. Mozeley explained that there were four criteria generally considered, being viability, efficiency, 
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growth, and regulatory need. Regarding viability, Mr. Mozeley stated that aging equipment, outdated technology, and 
operational issues often justified inclusion in the CIP. Regarding efficiency, Mr. Mozeley stated that there were no 
efficiency projects currently in the CIP, and noted that such projects were relatively rare, but would generally involve 
newer technology accomplishing the same task more efficiently. Regarding growth, Mr. Mozeley stated that the need to 
grow system capacity was not currently the main driver for the Town’s facilities and explained that capacity could often 
be assured or extended without necessarily being expanded. Mr. Mozeley further stated that regulatory requirements 
were a major factor in utility planning and noted that, as Mr. Weichel had previously acknowledged, these often came in 
the form of unfunded mandates which supported a healthier environment but also carried significant expense. Mr. 
Mozeley explained that these regulatory drivers could include permitting changes, monitoring changes, and additional 
treatment requirements. Mr. Mozeley stated that the Town operated on a five-year wastewater permit, which had come 
up for renewal during the current year and included a new requirement that had not been present in prior permits, 
requiring monitoring for additional items. Mr. Mozeley noted that such monitoring would increase costs and added that 
it would not be uncommon for future five-year permit renewals to include maximum levels for newly monitored chemicals, 
potentially requiring the Town to limit or remove such chemicals from the system. Mr. Mozeley stated that while the Town 
could discuss such requirements with the State, it would ultimately be subject to whatever the State required. 
 
Mr. Mozeley then moved into the financial analysis and stated that capital improvement items, if not budgeted for, were 
essentially just a wish list. Mr. Mozeley explained that in order for the Town to actually make the improvements identified 
in the CIP, those projects had to be accounted for and planned for financially through the Utility Fund. Mr. Mozeley stated 
that the financial analysis allowed the Town to prepare for and complete such improvements, and that the primary factors 
to be considered included revenues, expenses, and key performance indicators. 
 
Mr. Mozeley then discussed assumptions and model inputs. Mr. Mozeley stated that revenues and expenses had to be 
entered into the model before strategic planning could occur and before the Town could begin analyzing the implications 
for fund balance. Mr. Mozeley reported that the Utility Fund’s current fund balance was approximately 82%, but explained 
that in an effort to keep rates as low as possible, that fund balance would begin to erode over time. Mr. Mozeley noted, 
however, that the Town still had to maintain enough fund balance to respond to emergencies, such as the approximately 
$75,000 sewer repair that had been necessary earlier in the fiscal year. 
 
Mr. Mozeley then discussed the availability of funding sources and stated that McGill always appreciated the opportunity 
to spend “other people’s money,” referring to grants and outside funding. Mr. Mozeley stated that while grant funding 
could greatly assist the Town, approximately 92% to 93% of sewer projects in North Carolina were funded by rates and 
ratepayers rather than by grant funding. Mr. Mozeley explained that while the Town should continue to aggressively 
pursue grant opportunities, the enterprise fund ultimately had to be able to support itself and meet its own revenue 
needs. Mr. Mozeley noted that grant funding generally accounted for only about 7% to 8% of total project funding. 
 
Mr. Dale Schepers then addressed the Council and stated that he had previously served as a public works director and 
public utilities director prior to joining McGill Associates. Mr. Schepers stated that through that experience, he learned 
that all communities had the same kinds of problems and that the primary difference was simply the magnitude of those 
problems. Mr. Schepers stated that his mantra was “what gets measured gets managed,” and explained that it was hard 
to adjust one’s speed without a speed gauge. Mr. Schepers stated that the same principle applied to utility funds. 
 
Mr. Schepers then explained that he used five key indicators to help provide the Town with comfort regarding what the 
numbers were showing. Mr. Schepers stated that the first was the operating ratio, which was calculated by dividing 
revenue by expense, and noted that the number should be greater than one to show that the Town was bringing in more 
revenue than it was spending. Mr. Schepers next discussed days working capital, which he stated reflected fund balance, 
and explained that the current 82% fund balance translated to approximately 321 days of working capital. Mr. Schepers 
then discussed sufficiency of revenues above debt, which reflected how much of the Town’s revenue was attributable to 
debt service, noting that the general limit was 25% and that the Town was currently at approximately 12%. Mr. Schepers 
then explained the debt service coverage ratio, which he described as a somewhat more sophisticated measure and 
stated that the target was 1.20, meaning that a utility should have 20% more than necessary to make debt service 
payments. Mr. Schepers stated that the Town was currently at approximately 1.7, which was well above the target. 
 
Mr. Schepers then turned Council’s attention to the Water and Sewer System CIP handouts. Mr. Schepers stated that 
the biggest input into the rate structure was capital investment and explained that while the Town would spend less 
money if it never bought anything new, costs generally rose over time as items continued to deteriorate. Mr. Schepers 
provided a brief overview of the Capital Improvement Plan and stated that the Town had somewhere in the neighborhood 
of $70 million in capital needs over the next ten years. Mr. Schepers added that there were even more needs beyond 
that ten-year window, but those projects had been identified as items that could be deferred for now. Mr. Schepers 
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explained that the CIP process was iterative and gave the Town a direction to move in, along with a level of comfort 
regarding what was expected over the next ten years. Mr. Schepers stated that the process also helped evaluate the 
feasibility and reliability of actually completing those projects. Mr. Schepers stated that McGill was helping the Town 
measure and forecast as accurately as possible. 
 
Mr. Mozeley then asked if Council wished to discuss any specific items in the handout. Mr. Mozeley explained that blue-
shaded projects represented items involving some level of debt service, while pink-shaded projects represented items 
that were already committed and funded through state or federal agencies, which were essentially cash-in, cash-out 
projects reimbursed through grant programs, such as the Berrytown CDBG project. Mr. Mozeley then discussed specific 
projects within the CIP, reviewing their funding and scope. Mr. Weichel added that some of the projects shown were 
driven by state inspectors, and stated that it was important for the Town to consider inspectors’ input when identifying 
projects to place in the CIP. 
 
Mr. Schepers then discussed the Town’s revenue requirements under the plan. Mr. Schepers explained that those 
revenue requirements were made up of several different components, including capital outlay, projected debt service, 
existing debt service, and operating expenses. Mr. Schepers stated that projected debt service was expected to increase 
over the next ten years and that, as a result, operating revenue would also need to increase over that same time period. 
Mr. Schepers then reviewed the Town’s revenue requirements and explained what the Town would need to do to remain 
in good standing. Mr. Schepers also discussed the effect of utility activities on the average customer bill based on 3,000 
gallons of usage and stated that the purpose of that page was to provide a “one-stop” explanation of how the model 
worked and how the various pieces fit together. 
 
Mr. Mozeley then added that the financial model made a number of assumptions, some of which were intentionally 
conservative. Mr. Mozeley stated that one such assumption was that there was not a large amount of growth built into 
the model. Mr. Mozeley then discussed the Lenoir interconnect agreement and what the City of Lenoir’s daily usage 
might look like in the future. Mr. Mozeley stated that the minimum purchase under the agreement was 300,000 gallons 
per day in order to keep the pipes in use, and that there was some revenue to be realized even at that minimum level. 
Mr. Mozeley explained that this would move the Town from its current average of 3.5 million gallons per day to 
approximately 3.8 million gallons per day. Mr. Mozeley added that Lenoir could purchase up to four (4) million gallons 
per day from the Town, which would substantially increase total usage and significantly reshape future financial models. 
Mr. Mozeley stated that, in order to be safe, the model did not assume any of that additional usage until evidence of 
such demand was actually present. Mr. Schepers added that the 300,000-gallon minimum was a take-or-pay amount, 
meaning that the Town could project those revenues whether or not Lenoir used the full amount. Mr. Weichel stated that 
the 300,000-gallon minimum would equate to approximately $200,000 in revenue. 
 
Mr. Schepers then moved into revenue adjustments and stated that uniform rate adjustments impacted all customer 
classes due to inflationary pressure on operating expenses and due to the updated CIP. Mr. Schepers stated that while 
the rate structure itself would not change, both components of the rates would increase at the same time, though the 
Town retained the ability to individually adjust rates if it chose to do so. Mr. Schepers added that the model also assumed 
the fluoride system would be retained, which would result in approximately $300,000 in annual water production cost 
associated with continuing fluoride feed. Councilman Ogle asked whether this was more than the current cost. Mr. 
Schepers responded in the affirmative and explained that much of the increase was attributable to the additional 
equipment that needed to be added or upgraded. Mr. Mozeley added that the figure included chemical costs, routine 
equipment maintenance, and site-specific changes. 
 
Mr. Schepers then reviewed the five-year projection of water customer rates and also provided a preview of projected 
sewer rates. Mr. Schepers then reviewed a comparison to neighboring systems and noted that there were two entries 
shown for Valdese, the first reflecting the current Fiscal Year 2025-2026 rate and the second reflecting the proposed 
Fiscal Year 2026-2027 rate. Mr. Schepers stated that the median value of a 3,000-gallon monthly bill across the State 
of North Carolina was approximately $69, according to the UNC Rates Dashboard, and explained that Valdese remained 
well below that median value. Mr. Schepers stated that he would argue that anything below that median should generally 
be considered affordable. 
 
Mr. Mozeley added that Hickory was, unofficially, considering approximately a 10% increase across all of its rates. Mr. 
Weichel stated that Hickory was one of the most comparable systems to Valdese and noted that the Town’s rates 
remained slightly lower than Hickory’s, which was positive given Hickory’s substantially larger customer base. 
Councilwoman Radabaugh observed that Triple Community’s rates were considerably higher. Mr. Mozeley clarified that 
the comparison chart being discussed reflected inside customer rates. Mr. Schepers confirmed that all of the numbers 
presented were inside rates. Town Manager Herms added that generally outside rates in North Carolina were 
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approximately double inside rates because it cost the Town significantly more money to serve those areas due to the 
longer pipe distances involved. 
 
Town Manager Herms then stated that he wanted to make sure Council remained in agreement with the direction 
previously given to staff, which had been to try to keep utility rates as flat and low as possible. Town Manager Herms 
explained that this had been one of the drivers behind the prior fluoride discussion and clarified that there would be no 
increase if fluoride were removed, but a seven percent (7%) increase if fluoride were retained. Mayor Pro Tem Lowman 
stated that she wanted to keep fluoride. Councilwoman Zimmerman stated that she also wanted to keep fluoride. Council 
expressed unanimous agreement that the Town should move forward with retaining the fluoride system. 
 
Mr. Schepers then added that there was a new study from the American Water Works Association titled The Next Era 
of Investment, which indicated that there were trillions of dollars in water and sewer infrastructure needs across the 
country. Mr. Schepers stated that what was coming next in the industry included nutrient limits, PFAS monitoring, and 
other additional monitoring requirements. Mr. Schepers explained that those new requirements alone could increase 
total costs by another 20%, and that those regulatory expenses, on top of the cost of replacing aging infrastructure, 
would only further compound the financial burden facing utility systems. Mr. Weichel then clarified that the proposed 
adjustment being discussed was a seven percent (7%) increase across the board. Mr. Mozeley responded in the 
affirmative. 
 
Mr. Weichel stated that he wanted to follow up on an earlier question regarding the increase in contracted services for 
the Water Treatment Plant. Mr. Weichel explained that the increase was due to two tanks which had recently been 
inspected, and that the inspectors had indicated that better maintenance was needed. Mr. Weichel stated that the Town 
would be entering into a contract for that maintenance in order to ensure the tanks were properly maintained. Mr. Weichel 
added that the cost was initially higher due to the scope of work the contractors would be undertaking at the outset. 
 
ADJOURNMENT At 1:51 p.m., Councilwoman Zimmerman made a motion to adjourn, seconded by Councilwoman 
Ward. The vote was unanimous. 
 
The next meeting is a regularly scheduled meeting on Monday, May 11, 2026, 6:00 p.m., Valdese Town Hall. 
 

 

____________________________               __________________________________ 
                  Town Clerk                                                                            Mayor 
jl/mr 


