City of New Castle Delaware
City Council Special Meeting
New Castle Senior Center*
400 South Street, New Castle, DE 19720
Tuesday, April 29", 2025
7:00 p.m.
Agenda

New Business:

1. Preliminary Discussion regarding New Castle County Reassessment

2. Presentation from University of Delaware Biden School of Public Policy Students
regarding their capstone project focusing on City of New Castle Revenue
Opportunities

3. Public Comments (concerning agenda items)

Next Regular Meeting Date: May 13, 2025
Posted: 04/22/2025
Note: This agenda as listed may not be considered in sequence, including executive sessions.

*You can also view the meeting online at the address below. A clickable link is available on the City
website at www.newcastlecity.delaware.gov/events.

There will be no comments taken from the Zoom audience; comments may be submitted via email up to
3:00 p.m. on Tuesday, April 29, 2025 at info@newcastlecity.delaware.gov

Meeting Link: https://us02web.zoom.us/j/83870297863?pwd=mlo643bQeiNTTVSFsznsMbv3apa2vQ.1

Webinar ID: 838 7029 7863 Passcode: 015107

You can also listen to the meeting via telephone by calling one of the phone numbers below and entering
the meeting ID and password when prompted. (Long distance rates may apply.)
(301) 715-8592 or (646) 558-8656.

Meeting ID: 838 7029 7863 Passcode: 015107


http://www.newcastlecity.delaware.gov/events
https://us02web.zoom.us/j/83870297863?pwd=mlo643bQeiNTTVSFsznsMbv3apa2vQ.1
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Timeline of the FY 2026 Budget Season

Preliminary
Assessment
Discussion &
Potential Revenue
Study

FY 2026 Budget
Presentation

Council
Feeback of
Budget &
Resolution to
adopt Rollback
Tax Rate

FY 2026 Budget
Finalization

June
‘| Bth' 251h'
26t &
30th
2025

Budget
Finalization &
New Tax Rate
Conversations




Existing Vs. New Tax Assessment

Existing County Tax Assessment
Value- 1983 Numbers:

$260,648,423= Assessed Value

Possible 2024 County Tax Assessment
Value:

S1, 290, 661, 167= Assessed Value
o

**Please note that these values
have not yet been finalized by the
County and they are still working
through appeals- numbers will be
finalized by July




Existing Vs. New Tax Assessment-

Revenue

Existing County Tax Assessment
Value- 1983 Numbers & Current Tax
Rate of $1.20:

$260,648,423- Assessed Value

Current Tax Revenue: $3,100,000 *
Includes Exemptions

Possible 2024 County Tax Assessment
Value & Roll Back Tax Rate of
$0.240187:

S1, 290, 661, 167= Assessed Value **

Rollback Tax Revenue- $3,100,000* *
Excludes Exemptions

**Please note that these values have not

yet been finalized by the County and they
are still working through appeals- numbers
will be finalized by Jul




New Tax Rate

Once Budget expenses and revenues are
finalized, we will infroduce a proposed new tax
rate, to be approved by Council.

FY 2026 Budget & Property Reassessment Presentation




City of New Castle Budget Evaluation & Recommendations

Jadyn Gross, Gillian Klemas, Elena Reim, Maureen Stone




Introduction

Objectives
e Propose sustainable revenue strategies to reduce reliance on the unrestricted reserve fund.
e Develop actionable, reliable recommendations for increasing city revenue while maintaining fiscal responsibility

and public approval.

Focus Areas:

Evaluate annual budgets, audits, and financial statements across multiple fiscal years.

Compare selected revenue streams to similar municipalities.

Analyze trends in key revenue sources such as property taxes, business licenses, and permit fees.
Assess the ongoing use and projected trajectory of the unrestricted reserve fund.



Current Unreserved Drawdown
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Comparable Municipalities

Elsmere
Georgetown
Milton

Newark

Seaford

Smyrna

Laurel
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Trash Fee Evaluation & Background

e The City of New Castle has spent an average of ~$133,920 on landfill fees in the past 10 years.

e The estimated landfill fee expenses are $145,000 a year

e Additional costs include vehicle maintenance, salaries for public works staff, and other
administrative or overhead expenses tied to managing the service

e Estimated 2,400 households that collect trash

e According to 2023 census data, approximately 21 percent of residents are 65 and older

e (~500 households)

e Other municipal trash fees: Smyrna $25 a month, Laurel $29 a month, Georgetown $68 per
quarter, Milton $70 per quarter



Trash Fee Proposal

The estimated trash expenses are $145,000 a year plus an
additional estimated $100,000 in associated labor and
equipment costs

Option A : Quarterly flat fee (with options for senior discounts)

Non-senior households: ~$26.40 per quarter
Senior households (65+): ~$20.40 per quarter
$25.54 per quarter per household without discount
About 240,000 dollars of revenue in total per year



Trash Fee Proposal Cont.

Option B : Quarterly fee increasing by quarter over the next 2 Quarter Non-Senior Fee ($) Senior Fee (§)
years

Q1 13.2 10.2

e Starting at ~$13 ending ~$26 for non seniors

e Starting at ~$10 ending ~$20 for seniors

e About $168,000 after the first year and $264,000 after o T -~
second year

Q2 15.09 11.66

Q4 18.86 14.57
Q5 20.74 16.03
Q6 22.63 17.49
Q7 24.52 18.94

Q8 26.4 20.4




Trash Fee Graph

Trash Collection: Current System vs. Incremental Fee Structure
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Business License Rate Change

Businesses and visitors offer $125,000
the opportunity to showcase the
charm of the city. $100.000
The revenue from licenses has
remained consistent since 2020
at an average of $121,650 o $75,000
c
Options: 9
o Employee headcount 2 §50,000
o Using NAICS
w/subcategories
o Gross receipts for retail $25,000
o Contractor vs resident
license rate
$0

1-3 4-8 9-20 21+

Fee based on Employee Headcount

B current [ 20% 40%



Business License Evaluation

Proposal

Option 1 (current system)
e modest 15-20% increase
e Change rate schedule
e Effective and low impact on businesses

Option 2
e Follow NAICS license category
o Create subcategories
o Sq. ft. of business
o Number of employees

Option 3
e Add a gross receipts fee

Considerations

Reception by business owners
Consistency

Modify with subcategories
Administrative oversight

Consider a contractor fee (out of town)



Since 2019 the building applications
have increased from $108,230 to
$285,943, a 164% increase.

COVID created a bump in permits, but
the average revenue has been $253,920

Using the Fed breakeven inflation of
2.2% without a revenue increase the
revenue will flatten.
10% - 15% - and 20% increases could
yield, within 5 years, with inflation up to
o 10% - $30,323
o 15% - $45,350
o 20% - $60,467

Revenue

Building/HAC Applications

$500,000.00
$400,000.00
$300,000.00

$200,000.00

$100,000.00

-

$0.00
2018 2020 2022 2024 2026 2028

Year
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Federal Reserve Bank of St. Louis. (n.d.). 10-Year Breakeven Inflation
Rate (T10YIE). FRED. Retrieved [date], from
https://alfred.stlouisfed.org/series?seid=T10YIE



https://alfred.stlouisfed.org/series?seid=T10YIE

Licenses & Permit Fee Evaluation

Generates revenue
Generally better received than a tax

Addresses revenue shortfall
Both headcount and NAICS are
modifiable

o Can add subcategories
Adding a trash fee is in line with other
municipalities

Economic cost to businesses and
residents.

Increases the cost of services
Revenue increase impacts business
competitivity

Administrative oversight



other income

Budgeted Funds (9-mos 2025)
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Budgeted Fund Sources
End-of-Year Reports
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Unreserved Funds ($1,000)
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Current Property Tax Rate

Property tax rate: $1.2 per $100 of assessed value
Annual property tax revenue: ~$3.18 million, supporting over half of the city's $5.7
million general fund

e Assessed property value: $265.15 million — limited growth, constraining natural
revenue increases

e Rising expenditures: Inflation, aging infrastructure, and increasing service demands
are pushing costs up

e Unreserved fund balance at risk: Without new revenue, the city faces growing deficits
and reduced financial flexibility

e Revenue outlook: Flat property values and no major development projects limit
alternatives to a rate increase

e Conclusion: The current rate is no longer sufficient to sustain core services or protect
fiscal stability long-term



Property Taxes

Revenue at Different Increase Rates without Factoring

Unrestricted Funds and Expenses
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https://udwinprod-my.sharepoint.com/:x:/r/personal/jadyng_udel_edu/Documents/Book%203.xlsx?d=w1882c549558d4b879cbbe9ffbeb6d053&csf=1&web=1&e=QBpBdZ

Cumulative Revenue to Replenish Unreserved

Fund

5 Year Period
Surplus of Revenue to Replenish Unreserved Fund:Rate of $1.68 Surplus of Revenue to Replenish Unreserved Fund: Rate of $1.74
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Compared

Comparative: $1.68 vs $1.74
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Possible 3 Year Plan

Objective: Raise property tax rate from $0.012 to $0.0174 per
$100 of assessed value to eliminate the annual revenue shortfall

. . 3 Year Gradual Increase: $1.38, $1.56, $1.74
and achieve a sustainable surplus.
$250,000.00
$203,393.50
Year Proposed Rate % Increase Net Revenue Impact $0.00
(8250,000.00) ($273,881.00)
Year 1 $0.0138 +15% ($751,155.50) deficit
($500,000.00)
Year2 | $0.0156 +30% ($273,881.00) deficit omLmE
($750,000.00) S
Year 3 | $0.0174 +45% $203,393.50 surplus (81,000,000.00)
0.15 0.3 0.45




Recommendations — Property Tax

Proposed Tax Rate: Raise from $1.2 to $1.74 per $100 of
assessed value

(a 45% increase to meet projected revenue needs)
Reason for Increase:

O

Existing tax revenue ($3.18M) is insufficient to
sustainably support the city’s general fund and
maintain financial stability.

Growing expenses and inflation-adjusted deficits
require new revenue streams to avoid service cuts or
fund depletion.

Projected Impact:

(o]

New tax rate would generate an estimated $203,393.50
annually, based on current assessed property value of
$265,152,500.

This adds $1,016,967.50 in new revenue over 5 years,
strengthening the unreserved fund.

e Comparative Analysis:

(0]

(e]

Still competitive regionally, remaining below or
comparable to many nearby jurisdictions.

A gradual increase could be phased in over 2-3
years to reduce resident burden.

e Recommendation:

(e]

Adopt 45% increase now or phase-in over multiple
years with clear public communication.

Pair with cost-control and public engagement
strategies to ensure transparency and equity.
Create a policy for use of unreserved funds and
develop a minimum threshold.



Revenue Generated

Revenue Options

Trash [ Business [l Permits HAC Property tax [l total proposed
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Revenue Options

total proposed

Trash Business Permits HAC | Property tax revenue
Current Revenue $0 $140,90 $285,94 $3,097,41 $3,524,25
Minimum Proposed| $121,92 $169,08 $220,00 $4,461,52 $4,925,09
Maximum Proposeq $243,84 $197,26 $240,00 $4,620,86 $5,275,01




Selected Assessment Values
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Conclusion

e Unrestricted fund
o Increase taxes and fees to balance the annual budget
o Develop a framework for the use of unrestricted funds with a minimum threshold
e Fees and licenses
o Business license fees —increase as a percentage or develop new fee schedule
m Add subcategories
Post a clear fee schedule on website
Evaluate the feasibility of removing fees from the charter
Permit fees — increase fees by a percentage
o  Option toinclude a trash service fee
Evaluate permit fees by professional to determine comparable fee structure to surrounding towns
Cities such as Smyrna and Elsmere have been increasing taxes and fees to keep up with costs
Property taxes
o  Taxes will need to increase to meet the needs of the town
o A staggered property tax increase can help residents adjust while ensuring the unrestricted fund does not
run out

o O O
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