
Virginia: At the continued meeting of the Council of the Town of Chilhowie held at the 

Municipal Building, Tuesday, June 17, 2014 at 6:30 p.m. 

 

Present: Honorable Gary L. Heninger, Mayor Presiding; Councilors James B. 

Bonham, III, Bill Clear, Kelly Spencer-Hill, Lewis Shortt and Cathy M. 

Smith. 

 

Absent: Councilman Brent Foster. 

 

Also Present: Mr. William C. Boswell, Jr., Town Manager; Mrs. Marlene L. Henderson, 

MMC, Clerk-Treasurer; Mr. Paul Cassell, Town Attorney; Messrs. Stephen 

Price, Chief of Police and Jay Keen, Public Works Director.   

 

 

Budget Workshop on Proposed 2014-2015 Budget: 

Mr. Bonham stated that he would like to start off with a discussion concerning the meals tax.  He 

stated that there currently a 5% rate on meals tax in the Town of Chilhowie.  Mr. Bonham stated 

that it is purposed in the budget that the meals tax be increased to 7%.  He stated that 7% is the 

rate that is charged in larger cities and towns such as Abingdon and Marion.  Mr. Bonham stated 

that it is an unfair rate because that is the maximum rate that can be charged by the 

Commonwealth for a Municipality to charge on a meals tax.  Mr. Bonham stated that it is too 

much and it needs to be less than that.  He stated that Town is double taxing the restaurant folks 

because they are getting a water rate increase and a meals tax increase.  He stated that the Town 

should not be doing that. 

 

Mr. Bonham stated that at this time in the Town there is a new restaurant thinking about coming 

to Town, it still has to go before the Planning Commission, new businesses does not need to be 

discouraged in Chilhowie by increasing the tax rate all the way up to what they are charging in 

Abingdon or Bristol.  He suggested reviewing the rate again because it is very important to cut 

back on that rate.  Mayor Heninger inquired if they have the rate on Saltville and Glade.  Mrs. 

Smith stated that Saltville is 6% and she does not have Glade.  She reported that Wytheville is 

also 6%, City of Bristol is 6% and the only other locality that is 5% is Damascus.  Mr. Clear 

reported that Marion is 7%.  Mrs. Smith reported that Abingdon is 7%.   

 

Mr. Bonham stated that if the Council is looking for an increase only a half of a percent would be 

in line, 5.5%.  He stated that the water rates are being raised too and both of those increases 

would have an impact on the businesses.  Mrs. Smith stated that then the projected revenue 

increase would be $38,800 if a half a percent increase was approved.  Mr. Bonham stated that he 

would like to discuss the idea of from where they are getting their projected sales of $8 million. 

He stated that when he runs the numbers he gets sales for last year of $6.8 million. Mr. Bonham 

inquired as to why the sales revenue is projected to $8 million for the upcoming year.  He stated 

that is being optimistic but it is making the budget out of balance by a large amount that has 

become a short fall.  Mr. Bonham stated that it needs to be adjusted back down to what a closer 

revenue rate might be.   

 



Mr. Bonham stated that he came up with the revenue being somewhere around $341,000 that is 

taken in on taxes.  Mrs. Henderson stated that there have been some restaurants to close in the 

recent years such as The Pit and that would be the difference.  Mrs. Smith inquired as to what the 

amount is that has been collected thus far in meals tax.  Mrs. Spencer-Hill stated that it is 

$209,453.70.  Mrs. Henderson stated that in water it is $71,999.74 and sewer is $45,817.97.  

Mrs. Henderson stated that to date the Town has collected $327,271.51 through the month of 

May.  Mr. Bonham stated that another 10% over that should put it up to $340,000.  Mr. Bonham 

inquired as to what the gross amount of sales are through May.  Mrs. Henderson stated that it 

would be about $6,545,430 to date.   

 

Mr. Bonham stated that where the Town is projecting $8 million for revenues and then taking a 

5% rate, 6% rate and 7% rate, the revenue the Town is taking in is over estimated therefore it 

needs to be readjusted in the Town’s budget to move it back closer to what the Town is actually 

taking in instead of a budgetary number.  Mrs. Spencer-Hill inquired how the variation came to 

be between the $6 million and $8 million.  Mrs. Henderson stated that she had based it on the 

figures of the previous year which stated that Town had taken in……Mr. Clear inquired about 

the new restaurant coming to Town and inquired as to when it would open.  Mr. Bonham stated 

that would be later on in the year, but the Town cannot use projected revenue.  He stated that he 

hopes the restaurant comes but he thinks the Town is sending the wrong message if they decide 

to go ahead and increase the meals tax by that much and end up a problem on that situation with 

the restaurant community in Town. 

 

Mrs. Spencer-Hill stated that during the previous budget workshop they requested the break- 

down of the buildings and grounds and water and sewer increase of $217,000. Mr. Bonham 

stated that the buildings and grounds increase in expenses appears to be 24% increase.  He stated 

that sewer appears to be an 11% increase in expenses.  Mrs. Spencer-Hill inquired if the 

breakdown was available.  Mr. Boswell stated that he misunderstood, he understood the question 

to be about the operations cost versus the supply cost which he reviewed.  He stated that he 

compared the billing and looked back in the invoices and it appears that those two line items 

need to be combined.  Mr. Boswell stated that there were no direction to what should go to which 

line item and there are not enough definition of the terms supply and operation to determine what 

they each mean.  He stated that it should be one category that says operations and supplies.  

 

Mrs. Spencer-Hill inquired as to what is inclusive.  Mr. Boswell stated that he looked at the 

major items such as pipe fittings, environmental supplies, cost of the water bills, cost of some of 

the VML insurance, costs of the plant repairs, vehicle repairs, parts and tires, computer support, 

gravel and street material, simple repairs to the vehicles, water and sewer testing, boom rental 

and Miss Utility which made up 95% of the number that was shown as far as expenses.  Mrs. 

Spencer-Hill inquired how supplies and the materials are inventoried.  Mr. Boswell stated that 

they are inventoried once a year of all items for the audit.  He stated that there are such few items 

there is not a computer system that inventories those things.  Mrs. Spencer-Hill stated that she 

knows Mr. Boswell keeps a tight grip on the purchase orders, but inquired if there is a way to cut 

expenses by not purchasing material that is already at the shop.  Mrs. Smith stated that the belt 

needs to be tightened on all departments and only purchase what is essential. 

 



Mr. Bonham stated that he observed that the VRS and Insurance is showing as zero and inquired 

if they are in a different place in the budget.  Mrs. Henderson confirmed.  Mr. Bonham inquired 

if they are in the process of splitting them back up and track them since they discussed using the 

VRS system.  Mrs. Henderson confirmed and stated that VRS is under fringe at this time, but 

after speaking to the auditor those will probably be split up.  Mrs. Smith stated that it would be 

good to break that out with all of the changes that has come through with VRS.   

 

Mrs. Spencer-Hill inquired if anyone had discovered what the other Towns are donating to the 

Tourism Center. She stated that the Council had previously discussed increasing the amount the 

Town contributes.  Mrs. Smith stated that the Tourism Center requested 4.5%.  Mrs. Spencer-

Hill inquired if Mayor Heninger had heard what Marion was going to contribute.  Mayor 

Heninger stated that he has not heard yet.  Mr. Bonham inquired if it was not like a per capita, so 

many dollars per person in the Town.  Mrs. Smith Confirmed.  Mr. Boswell stated that the last 

donation was $2 per capita.  Mrs. Smith stated that the Tourism Association requested the 

increase of either $4.25 or $4.50 per capita.   

 

Mrs. Smith stated looking back at the current budget concerning operations 20-810-30; she 

inquired as to why this ledger number is over budget.  Mrs. Henderson stated that is what Mr. 

Boswell had explained that it went between operations and supplies.  Mr. Bonham stated when 

reviewing the summary of the current budget, the proposed budget and the proposed increase, he 

suggested checking the math because when they add the current water and sewer rates together it 

comes up to a 6.7% over a 5% but he does not know if it is conclusive.  He stated that the math 

did not work out therefore it needs to be checked.   

 

Mr. Bonham stated that concerning the revenue of cigarette tax, the Town has received $40,000.  

It stated that it appears to be 666,000 packs of cigarettes at $0.06 per pack, the current rate.  He 

stated that the Town can increase the cigarette tax a little bit and pick up the rate on some of the 

other offsets.  Mrs. Smith pointed out that the Town’s rate is a lot less than the other localities.  

Mr. Bonham stated that the City of Bristol went up to $0.16 per pack and the highest one he has 

ever heard of was $0.25 per pack.  Mr. Bonham stated that if the Town increases to $0.10 per 

pack would be $60,000 in tax revenue.  Mayor Heninger inquired as to what the rates are for the 

other Towns around.  Mr. Bonham stated that Marion’s rate is $0.12.  Mr. Cassell stated that 

cities in the eastern part of the state the cigarette tax ranges from $0.25 to $0.30.  Mrs. Spencer-

Hill stated that the Town of Marion is $0.12, Saltville $0.05, Damascus $0.10, Abingdon $0.10 

and Wytheville $0.15.    Mr. Bonham stated that the Town is the very lowest on the cigarette tax.  

He stated that if you look at it hypothetical at $5.00 per pack and 666,000 packs that is a $3 

million in gross sales.  He stated that the Town is not looking at that much more on the meals tax 

at a 5.5% rate.  Mr. Bonham stated that they should really be thinking about that when they set 

the rates because the rates are beginning to get out of whack with what business is being done in 

Town.  He stated that he did not want to penalize one group and look the other way on someone 

else’s group. 

 

Mayor Heninger inquired if the Council did not want to compete with the other Towns on meals 

tax but they want to increase the cigarette tax when the Town of Saltville is lower than 

Chilhowie.  Mr. Bonham stated that he did not want to take it to the state maximum at 7%.  

Mayor Heninger pointed out that Saltville is lower than Chilhowie therefore all of the business 



will go that way.  Mr. Bonham stated that needs to be reviewed as a revenue source and increase 

it but the question is by how much do they increase it.  Mrs. Smith inquired as to when the last 

increase of cigarette tax was.  Mayor Heninger stated that it has been three or four years ago.  

Mr. Bonham inquired as to what it was increase from.  Mrs. Henderson stated that she does not 

recall.  Mr. Bonham inquired as to what the other Councilmembers thought of increasing the 

cigarette tax.  Mr. Clear stated that he does not smoke therefore he does not care.  He stated that 

he would rather raise the cigarette tax in order to balance the budget over the meals tax.   

 

Mayor Heninger inquired as to when Mr. Clear goes to Bristol to eat does he figure out what the 

meals tax is on the food.  Mr. Clear stated that he knows it is a lot but he does not figure it out.  

Mr. Bonham stated that people are paying the sales tax on the food to that is why he suggested an 

increase of 0.5% therefore total tax would round off to an even 11%.  Mr. Bonham inquired as to 

how the Town collects the meals tax.  Mrs. Henderson explained that the restaurant collects the 

meals tax from the person purchasing the meal and once they collected through the end of the 

month they then submit it to the Town.  Mr. Boswell stated that the funds are held in escrow, it is 

not the restaurant’s money.  Mr. Bonham inquired as to how the cigarette tax is collected.  Mrs. 

Henderson stated that the Town sells rolls of cigarette stamps and they are placed on the packs of 

cigarettes before wholesale person purchases the cigarettes.  Mr. Bonham inquired of the 

cigarette stamp has the rate on it.  Mrs. Henderson stated that the rate does not appear on the 

stamp but it does read the Town of Chilhowie. 

 

Mr. Clear inquired if the chewing tobacco and snuff is taxed.  Mrs. Henderson stated that it is 

only on cigarettes.  Mr. Bonham inquired if the E cigarettes are taxable or not.  Mr. Cassell stated 

that they are not addressed in the Code of Virginia.  Mayor Heninger stated that they are not 

cigarettes.  Mr. Cassell stated that the E cigarettes have not been amended yet therefore you 

cannot tax them.  Mr. Bonham stated that he was just thinking that this increase would help the 

Town with the revenues.  He stated that the biggest revenue the Town receives is meals tax.  Mr. 

Bonham stated that there has been considerable revenue on 10-317-01 which is miscellaneous or 

unclassified.  He inquired as to what type of taxes that is.  Mrs. Henderson stated that it is not 

taxes; it is any other revenue that comes to the Town such as insurance claims that has been 

reimbursed, those sorts of things.   She stated that there is no set amount that the Town knows it 

will receive.  

 

Mrs. Spencer-Hill inquired if they do look into increasing the cigarette tax is a Public Hearing 

required.  She inquired if the meals tax can be reduced without a Public Hearing.  Mr. Cassell 

stated that if the tax is increased or decreased a Public Hearing will be required.  Mrs. Spencer-

Hill inquired if the reduction was from the proposed increase.  Mr. Cassell stated that the Council 

can always vote not to increase the rate.  Mr. Boswell pointed out that there is not enough time 

between now and June 30
th

 to hold a Public Hearing.  Mrs. Smith stated that at this point 

concerning meals tax the Council needs to agree what they are going to set the rate at.  Mrs. 

Spencer-Hill stated that they must either go with what they advertised or not increase it at all.  

Mr. Cassell stated that is correct.  He stated that it is just for the purposes of the budget and it can 

be changed and then it would be an amendment to the budget after it has been set after the Public 

Hearing.   

 



Mrs. Henderson stated that if the meals tax increase is not included $155,200 would have to be 

removed from the budget in order for it to balance.  Mr. Bonham stated that it would require a 

review of all of the expenses to make them balance again.  Mr. Clear inquired as to what is 

decided concerning the cigarette tax.  Mrs. Spencer-Hill stated that they would have to have a 

Public Hearing and there is not enough time to have a Public Hearing by June 30
th

 but the 

Council can always amend with an additional Public Hearing.  Mr. Cassell confirmed.  Mr. 

Bonham stated that he would rather amend it after it has been set.  Mr. Boswell stated that the 

Council can change the taxation rates anytime during the year.  Mr. Bonham stated that if the 

Council raised tax rates in one area or lowered the tax rate in another area hopefully it would 

work out to balance.  He stated that the main thing they do not want to do is put the Town in a 

bind to where a big shortfall occurs and it shows at the end of the year that the Town ran short on 

cash flow to operate in the operating fund. 

 

Mr. Bonham stated that the budget is somewhat inflated.  He stated that whether it is anticipated 

expenses or anticipated revenues but when it all washes out it is what it is at the end of June.  Mr. 

Bonham stated that Council should be realistic of what they decide to do the upcoming year so 

they do not come up with a short fall or low on funds.  He stated that the Council may have to 

cut back on some things.  Mrs. Smith stated that anything that is not essential should not be 

purchased.  She stated that she understands the Fire Department has daily expenses but they are 

going to have to cut back somehow.  Mr. Clear stated that all departments are in that situation.  

Mrs. Smith agreed and stated that the same thing goes for the Police Department as well as 

Public Works.  She stated that if it is not essential they are not going to purchase it at this time to 

see if they can get by until they can get a handle on things and the meals tax is straightened out 

and increase the cigarette tax.  Mrs. Smith suggested reviewing the budget six months from now 

and determine how it stands and determine if any amendments to the budget are necessary. 

 

Mr. Clear inquired if the meals tax was raised 1% and raise cigarette tax by 1%.  Mrs. Smith 

stated that the cigarette tax needs to be increased more than 1% because the Town is the lowest.  

She stated that concerning cigarette tax she would increase it to 10%.  Mr. Bonham reminded the 

Council that the tax is per pack.  He stated that it is in cents and not percentage.  Mrs. Smith 

stated that she meant $0.10 per pack.   

 

Mr. Bonham inquired if the Town owns thirteen cars and twenty-six trucks.  He inquired if the 

Police Chief has two vehicles.  Chief Price stated no.  Mr. Bonham stated that he was just 

curious as to the maintenance costs on those vehicles.  He stated that is all of the vehicle’s value 

was added up it would be $2,676,000 worth of vehicles counting fire trucks.  Mr. Bonham stated 

that the Town needs to ensure that the appropriate insurance coverage is available.  Mrs. 

Spencer-Hill inquired if the insurance coverage was umbrella coverage and the Town is not 

being charged per vehicle.  Mr. Boswell confirmed.  Mr. Bonham inquired if the premium was 

based on the total value of the vehicles.  Mr. Boswell stated that the umbrella coverage is about 

$14 million and that accounts for everything.  He stated that due to the umbrella nature if there is 

a building valued at $50,000 and it cost $75,000 to replace it then the Town would be covered 

for the $75,000.  Mrs. Spencer-Hill inquired if that was guaranteed replacement.  Mr. Bonham 

stated that is what it sounds like.  Mr. Bonham stated that the deductible is $2,500 and inquired if 

they pay based on the value.  Mrs. Spencer-Hill stated that the $2,500 is just for auto, the 



property deductible is a little bit higher at $5,000.   Mr. Bonham stated that is reasonable and he 

was just concerned about the fire trucks and the fire apparatuses.   

 

Mr. Groseclose inquired as to why Fire/EMS is listed three times in the revenue for a transfer for 

$147,000 and then it goes out on general fund.  Mrs. Henderson stated that it must come out of 

the reserves into the general fund and then transfer to the Fire Department.  She stated that it just 

goes from one department over to another.  Mr. Groseclose inquired if they were going to lower 

the reserves by that much.  Mrs. Henderson confirmed.   

 

Mr. Bonham inquired if there was anything associated with the debt service and the budget.  He 

inquired if the Town is okay with the drawdowns that are projected with the different debt 

programs.  Mrs. Henderson stated that all of the projects are closed currently there are no open 

projects.  She stated that all of the debt service is included in the budget to be covered by the 

water and sewer.  Mr. Bonham inquired if the debt service on the sewer plant increased by 

$39,000.  Mrs. Henderson confirmed.  Mr. Bonham stated that the sewer rate increase is to cover 

the debt service increase.  Mrs. Henderson confirmed.  Mr. Bonham stated that most of his 

questions have been answered. He stated that most of his questions were concerning meals tax, 

other sources of revenue and expenses. 

 

Mr. Groseclose stated that water and sewer needs to be discussed to, it has been fourteen years of 

a 5% increase on water and sewer each year.  He stated that the increase started when Charlie 

Haynes was on Council and it has been far too many years since then.  Mr. Groseclose stated that 

5% hurts a lot of people. Mrs. Spencer-Hill inquired if the increase was in conjunction with the 

debt service.  Mrs. Henderson confirmed.  Mrs. Spencer-Hill inquired if the increase is required 

as part of the debt service.  Mrs. Henderson stated that in order for the Town to meet what is 

owed, and at this time the meals tax is being used to supplement the debt service because there is 

not enough money coming in from the water and sewer to pay the debt service.  Mrs. Spencer-

Hill inquired if there was a set number of years this must occur.  Mrs. Henderson stated that it 

was ten years.  She stated that it was originally for five years and Council realized that all of the 

projects could not happen in five years therefore it was changed it to ten years.   

 

Mr. Bonham inquired as to how many years are left according to the ten years.  Mrs. Henderson 

stated that it would be this year and next year.  Mr. Boswell referred to the March 10, 2005 

Council meeting minutes, there was a motion made and passed unanimously after several 

recommendations from the water and sewer committee, the water and sewer distribution plant 

will move from a five to a ten year plan.  Mr. Boswell stated that they originally started with a 

five year plan and they did not think that would allow enough time for the projects therefore they 

moved to a ten year capital outlay plan.  He stated that there is another year of the increases.  

Mrs. Spencer-Hill inquired if the ten year plan began on the March 10, 2005 date.  Mr. Boswell 

stated essentially yes.  Mrs. Spencer-Hill inquired when the initial five year plan began.  Mr. 

Boswell stated that it was February 24, 2005 and the water and sewer committee recommended a 

ten year plan.   

 

Mr. Bonham requested the comparison sheet to be reviewed.  He stated that there are some 

numbers that do not work out right on a few areas as far as what percentages everything is.   

 



Motion by Cathy Smith, second by Jim Bonham Council continues this meeting until June 19, 

2014 at 6:30 p.m. The motion was approved with following recorded vote: 

Jim Bonham   Aye   Bill Clear   Aye 

Brent Foster   Absent   Kelly Spencer-Hill  Aye 

Lewis Shortt   Aye   Cathy Smith   Aye 

 

 

 

       ______________________________Mayor 

        Gary L. Heninger 

 

       _______________________________Clerk 

        Marlene L. Henderson  

     

       

 

                 

 

          


