March 26, 2017
To:
Town Council
From: Town Manager
Detailed Information Regarding Funding Request
of the Southern Shores Volunteer Fire Department
As early as 2014, the Southern Shores Volunteer Fire Department, Inc. (SSVFD) engaged in discussions in
committee meetings of the Southern Shores Town Council regarding the eventual need of a new fire
station. In June 2016, the Southern Shores Volunteer Fire Department, Inc. began a more serious
dialogue with members of the Southern Shores Town Council through its Council committees, and with
the Council itself regarding the Department’s need for a new fire station to provide better and modern
fire protection services to properties in the Town and maintaining qualified volunteer firefighters to
provide those services. Following is detailed information assembled for the Town Council pursuant to its
March 7, 2017 directive to the Town Manager regarding the SSVFD’s request to the Council for funding
for a new fire station.
•

Relationship Between the Southern Shores Volunteer Fire Department, Inc. (SSVFD) and the
Town of Southern Shores (Town): The Southern Shores Volunteer Fire Department, Inc. is a
separate, not-for-profit entity which provides fire protection services to all properties within the
Town of Southern Shores pursuant to the terms and conditions of a 10-year fire protection
services contract entered into by the two parties in 2009. Compensation paid to the SSVFD
annually by the Town under the 2009 contract is determined by a function of a portion of the
Town’s tax rate. With the exception of its full-time Chief and administrative staff, firefighters
and other support members of the SSVFD are all volunteers. All assets of the SSVFD, including
real property, firefighting apparatus, and fire-protection equipment are owned either by the
SSVFD or by its wholly-owned subsidiary holding company. Both the SSVFD and its whollyowned subsidiary holding company, Fire Services Real Estate, Inc. (FSRE) are governed by Boards
of Directors and elected officers, with no governance control by the Town. The SSVFD develops
an annual operating budget and has an audit performed annually of its financial status. The
SSVFD is certified by the NC Department of Insurance’s State Fire Marshall’s Office as qualified
to provide fire protection services with volunteer firefighters. By providing the service to the
Town pursuant to an out-source contract, the Town is able to forego the necessary expense of
having to build infrastructure, acquire apparatus and fire-protection equipment, and employing
full-time firefighters for necessary round-the-clock shifts. All documents regarding this
relationship are posted on the Town’s website and have been accessible for citizens at:
http://southernshores-nc.gov/wp-content/uploads/2012/07/SSFVD-2009-to-2019.pdf
http://southernshores-nc.gov/wp-content/uploads/2012/07/FSRE-Contract-09-30-2012.pdf
http://southernshores-nc.gov/wp-content/uploads/2012/07/FSRE-Memo-of-Agreement.pdf .
On November 1, 2016, an overview of the SSVFD’s organizational structure and operations was
presented to the Town Council, and has been accessible on the Town’s website at:
http://southernshores-nc.gov/wp-content/uploads/2012/03/SSVFD-Overview-Final-2016November-TOSS-Meeting1.pdf .

•

Relationship Between the SSVFD and the Martins Point Fire District: The SSVFD also provides
fire protection services to all properties within the unincorporated section of Dare County
known as Martins Point. Martins Point is situated adjacent to both municipal boundaries of the
Town of Southern Shores and the Town of Kitty Hawk. The Martins Point Rural Fire Protection
District is governed by State law and is accordingly administered by Dare County. A special fire
tax is levied on each property in Martins Point annually by the Dare County Board of
Commissioners to provide the fire protection services pursuant to a contract between Dare
County and the SSVFD. I have conferred with the County Manager on two occasions to verify the
County’s position regarding providing fire protection services to properties in unincorporated
areas of the County. The County Manager reports the County does not provide funds to any of
its other not-for-profit contract fire protection providers for construction of buildings and other
infrastructure items. North Carolina General Statute § 69-25.1 limits the amount of special fire
tax levied at a maximum of fifteen cents (15¢) per hundred dollars ($100) of property value. In
the case of the unincorporated area of Martins Point, Dare County has a choice of nearby fire
protection providers.

•

SSVFD’s Need for a New Fire Station to Provide Fire Protection Services: In June 2016 the
SSVFD engaged the architectural firm of Stewart-Cooper-Newell to conduct an “Existing Facility
Assessments & Program Needs” study. The Town Council was notified by the SSVFD of this
endeavor in 2016 at several of its meetings and during several Council committee meetings. The
report was completed and delivered to the SSVFD on January 3, 2017. It was then also
transmitted to the Town Council and posted on the Town website for citizen access at:
http://southernshores-nc.gov/wp-content/uploads/2012/03/Southern-Shores-Volunteer-FireStation-Existing-Facility-Assessments-Program-Needs-1.3.2017.pdf .
Both of the SSVFD’s station sites were assessed, including the storage “East Station” at 28 E.
Dogwood Trail and the operational “South Station” at 15 S. Dogwood Trail in Southern Shores.
The report describes the conditions of the two buildings as including structural deficiencies, and
cites several non-compliant Code requirements for an essential facility, including non-compliant
ADA access ways. Due to its size, the report also concludes that the South Station does not meet
the programmatic needs of the SSVFD today, and many of the station’s existing conditions do
not meet generally accepted practice for new stations. The report also states that if the South
Station is to remain in service for many more years, it will require upgrades. Program space
standards based on national norms were developed for the various operational needs of the
SSVFD. The report concludes that the existing 7,872 square foot South Station is not large
enough to accommodate those program needs suitable for providing fire protection services for
the Town. The study states renovations and additions are not viable options for the existing
building and site. The report also describes programmatic station prototypes which were
developed to meet the programmatic needs of the SSVFD.
A public forum was conducted by the SSVFD and the architect from Stewart-Cooper-Newell in
the Pitts Center on February 9, 2017 to allow all members of the public, including any Town
Council members, to be briefed on the facility and program needs assessment and to answer
any questions or concerns regarding the facility assessment and program needs report and the

SSVFD’s endeavor for a new fire station. A presentation from that public forum has been
available for subsequent review by the public on the Town’s website at: http://southernshoresnc.gov/wp-content/uploads/2017/02/SSVFD-Public-Forum-020917-Final-3.pdf .
On February 14, 2017 the SSVFD Fire Chief, on behalf of the SSVFD, submitted a letter to the
Town Council formally affirming the entity’s previous request for funding for development of a
new fire station to provide fire protection services. A copy of that letter is attached as
Attachment A and may be viewed by the public on the Town’s website at:
http://southernshores-nc.gov/wp-content/uploads/2012/03/Letter-to-Council.pdf .
Based on individual Council member comments made during various public meeting discussions
and at the time direction was given to the Town Manager to engage with the SSVFD on its
request, I subsequently conferred with the SSVFD and its architect regarding the size and
location of a potential new fire station. The projected size of a new South Station prototype with
four apparatus bays has now been reduced from 15,411 square feet to a size of 12,951 square
feet, and allowing a one-story prototype to fit on the SSVFD’s current South Station site,
assuming some amendments to the Town Code’s regulation of off-site parking for a public fire
department would be enacted.
•

Site and Size: According to the SSVFD’s architect, the SSVFD’s existing property at S. Dogwood
Trail can accommodate a new, four-bay, one-story 12,951 square foot fire station. The
architect’s conclusion assumes the Town Council would amend current parking requirements n
the Town Code pertaining to off-site parking for a public fire department, assumes certain
parking requirements could be shared with the Town’s adjacent Public Works Department, and
assumes engineering will accommodate sufficient sewerage and storm water disposal and/or
retention. A copy of the revised space needs data with revised site plan for a one-story, four-bay
fire station on the SSVFD’s existing site at 15 S. Dogwood Trail is attached as Attachment B and
may also be viewed by the public on the Town’s website at: http://southernshores-nc.gov/wpcontent/uploads/2012/03/March-15-2017-Station-Size-Update.pdf .
Potential alternate and suitable sites for a new station were explored throughout Southern
Shores by the SSVFD in 2016 and 2017, with ultimate facility cost, response times, and distance
minimums for favorable insurance rates for property owners being major qualifiers. On March 8,
2017, formal inquiries were made by the SSVFD, and by me on behalf of the Town for the SSVFD,
to the Chicahauk Property Owners Association (CPOA) asking if that entity would consider a
long-term ground lease of on an undeveloped portion (1.5- 2.0 acre) of its property located at
the corner of Porpoise Run and NC Highway 12 for the purpose of the SSVFD constructing a new
fire station – and if so under what terms and conditions. Copies of both letters of inquiry are
attached as Attachments C and D, and may be viewed by the public on the Town’s website at:
http://southernshores-nc.gov/wp-content/uploads/2012/03/Town-Inquiry-Letter-to-CPOA.pdf
http://southernshores-nc.gov/wp-content/uploads/2012/03/SSVFD-Inquiry-letter-to-CPOA.pdf
As of the date of this information, no response has been received by either the SSVFD or the
Town from the governing board of the CPOA.

•

Estimated Costs: Copies of all reports received from the SSVFD and its architectural firm have
indicated that the estimated cost of construction of a one-story fire station, designed with the
SSVFD’s program needs considered, ranges from $275 per square foot (low range) to $325 per
square foot (high range). Since the Town Council’s directive for me to become involved in this
process, the SSVFD’s architect has maintained those estimates – but has since also indicated
that construction costs are projected to rise. I made recent inquiry to two reputable eastern
North Carolina commercial construction firms which do work in Dare County and which would
most likely bid on this project if it progresses. Each stated construction costs for large
institutional buildings are higher in remote areas and are likely to go up as the commercial
market changes.
The SSVFD has also transmitted its architect’s revised and updated estimates of the
architectural, engineering, soft costs, and construction costs. This revision document indicates
the low ($275 per sf) and high ($325 per sf) ranges of construction costs for a one-story, 12,951
square feet fire station. Adding to that, the architect’s estimate for total soft costs (as described
in the document which includes the 8% architect’s fees) of 20% of the construction costs (since
no land acquisition cost) results in total project cost estimate computations on the low range of
$4,273,830 and on the high range of $5,050,890. Included in the estimated 20% soft costs, are
architectural fees for design and oversight in amount of 8% of the construction costs.
As indicated in the revision document, funds would be needed in five (5) separate phases which
could be funded incrementally as needed. The SSVFD or the Town Council could decide at the
completion of each phase as to whether to continue on to the next phase or discontinue the
project. Phases 1-4 are projected to take 10 months and would use up 85% of the architect’s
fees, while the Phase 5 Construction administration are projected to take up 14 months and
would use up the remaining architectural fees. The SSVFD has already funded $19,600 towards
an assessment which is a part of Phase One, and is committed to funding the site survey which is
a part of Phase Two. The revision document, showing the estimated low and high level budgets
of the phases, is attached as Attachment E and may be viewed by the public on the Town’s
website at: http://southernshores-nc.gov/wp-content/uploads/2012/03/SSVFD-ArchitectPhases.pdf .

•

Financing: On March 21, 2017, representatives of PNC Bank who specialize in local government
financing, made a presentation to the Town Council on the procedural aspects of either the
SSVFD or the Town borrowing funds for the costs of constructing a fire station. The PNC officials
explained that current available interest rates would allow either entity to obtain a 4% or better
interest rate for an installment loan, but that rates could rise towards the end of 2017. The PNC
local government financing officials explained that by the SSVFD being the actual borrower for
the construction of its own fire station, a longer loan term would be available resulting in
amortized smaller annual loan payments. The SSVFD is not subject to the same legal limitations
for an installment loan term as would the Town if it was the borrower. The PNC official
explained, in the case of the SSVFD as the borrower, a bank would require the Town to maintain
a contract with the SSVFD to provide annual appropriation of funds sufficient to cover the
SSVFD’s annual payments under the loan. If the Town becomes the borrower, expenses
appropriated by the Town prior to the loan closing, such as for the soft costs of each Phase
listed in the architects phasing document above, could, by Council resolution, be rolled into the
Town’s loan at closing for financing and reimbursement by the loan back to the Town’s general

fund. If the SSVFD were to be the borrower, presumably the loan amount and contract with the
Town could be structured for similar financing of pre-loan closing costs and reimbursement
upon loan closing.
If the Council acts to provide the SSVFD funding for construction of a new fire station, it would
also need to decide which entity would be the borrower of an installment loan. Following that
action and once enough of the design phase has been completed to more closely verify estimate
costs and resulting collateral value, the SSVFD’s architect would be able to request installment
financing proposals from interested lending institutions for the entire project costs. The PNC
officials’ March 21, 2017 presentation to the Council indicated an example cost amount to be
financed. The March 21, 2017 presentation has been available for subsequent review by the
public on the Town’s website at: http://southernshores-nc.gov/wp
content/uploads/2012/03/Financing-options-presentation.pdf .
The March 21, 2017 presentation has now been revised to reflect the recently revised total cost
numbers. Debt service expense for a 10-year installment loan to the SSVFD for the architect’s
revised low range total cost number of $4,283,830 is projected at $236,667 per year amortized
at 20 years. A high range total cost number of $5,050,890 is projected at a $279,697 annual
payment for the SSVFD with same term. … Debt service expense for an installment loan to the
Town for the architect’s revised low range total cost number of $4,283,830 is projected at
$598,336 (declining each year) per year for 10 years with corresponding 10-year amortization. A
high range total cost number of $5,050,890 is projected at a $1,111,196 annual payment for the
SSVFD with same term. The revised presentation is attached as Attachment F, and is available
for subsequent review by the public on the Town’s website at: http://southernshores-nc.gov/
wp-content/uploads/2012/03/Financing-Options-Presentation-–-revised-March-29-2017.pdf

The SSVFD’s architect predicts the usable life of the new building to be between 30-50 years
depending on construction materials selected.
•

Current Contract Terms to be Amended: The current fire services contract existing between the
SSVFD and the Town could be amended to accommodate any funding commitment for a new
fire station the Town Council may act to approve. Such an amendment to the existing contract
could accommodate either the SSVFD or the Town being the borrower of an installment loan.
As of now, the SSVFD Fire Chief has confirmed with me that the governing boards of both the
SSVFD and its wholly-owned subsidiary holding company, FSRE, are committed to entering into
or amending any legal documents necessary to create a legally binding requirement for the
transfer of title of all SSVFD assets to the Town of Southern Shores in the event (1) the SSVFD
ever reaches a defined and determinable threshold at which the SSVFD can no longer provide
fire protection services to the Town, or (2) the SSVFD defaults on any term or condition of the
new fire station construction installment loan if it is the borrower.

•

Budget Effect: If the Town Council makes an overall decision to provide funding to the SSVFD for
a new fire station, it would also need to determine when the funding would be provided and in

what steps or phases. As certain of the project phases may be approved and funded
incrementally, the Council may direct the Budget Officer to budget the estimated cost of the
phases indicated in Attachment E in his draft projected budget for the upcoming fiscal year
2017-2018. The Budget Officer and Finance Officer are still anticipating receiving projected
revenue figures for the Town’s upcoming fiscal year prior to the Council’s April 18th budget work
session meeting. When realistic projected revenue amounts are developed for the upcoming
year, the Budget Officer will be able to develop a draft budget inclusive of budgeting directives
of the Council. Any amount of costs for the phases for the project, could be directed by the
Council to be included in the upcoming fiscal year’s recommended budget. After the Council’s
April 18th budget work session meeting, the Budget Officer will file his recommended balanced
operating budget on May 2nd for the FY 2017-2018. The final effect of any budget adopted by
the Town Council will depend on whether the projected expenses exceeded the realistic
anticipated revenues and how the Town Council decides to close that gap for balancing the
adopted budget.
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