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The Budget and Economic Development Committee met on Monday, August 26, 2002 at 11:00 a.m. in the City Council Chamber, Raleigh Municipal Building, 222 W. Hargett Street, Raleigh, North Carolina, with the following present.
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Mayor Meeker called the meeting to order and the following items were discussed with action taken as shown.

Item #01-38 – City Facilities – Naming Policy.  Mayor Meeker pointed out an application has been submitted by the Raleigh Little Theater requesting the Amphitheater of the Raleigh Little Theater be named in honor of Louise S. “Scottie” Stephenson.  The recommendation from the Parks, Recreation and Greenway Advisory Board was denial.  Mayor Meeker questioned if anyone knew the basis of the Board’s recommendation.  City Manager Allen stated he thought it was mainly because of the policy which indicates three years should pass after a person dies before a City facility is named for that person.

Jack Alphin, Raleigh Little Theater Board, indicated he attended the Parks, Recreation and Greenway Advisory Board public hearing on this issue.  There was no opposition to the proposal.  He stated the University Park Homeowners Association supported the request.  According to the minutes of their meeting there was opposition to another proposal before the Board.  He stated the City policy indicates if a person has not been deceased for the three year period but that person has made a significant contribution that policy could be waived.  He stated at the public hearing that issue was brought up but there was no discussion.  He asked why the Board made their recommendation and they declined to answer the question.

Mr. Odom pointed out he is going to support this request but questioned how the City could stop this type thing from happening again.  He stated he understands the naming rights to a city facility were exchanged for a contribution and questioned how the City Council could stop that from happening again.  Mr. Alphin stated he understood the concern.  He stated he was not involved in the Capital Campaign but there was some correspondence from the Raleigh Little Theater to the Parks and Recreation staff outlining the campaign and the theater’s intent to offer the naming rights in an effort to raise money.  He stated the City policy was in place at that time.  Mr. Alphin pointed out his speculation is that everyone was so caught up in the Capital Campaign that the issue fell through the crack.  He asked the Committee to not let this mistake reflect on the kind generosity of Capital Broadcasting Company and the Fletcher Foundation.  He stated all of the money that was raised was put into the building owned by the City.  He stated maybe better communication to groups involved in a capital campaign would help.  Mr. West questioned the urgency in naming the facility.  Mr. Alphin pointed out the theater was responding to the request of the Fletcher Foundation and Capital Broadcasting Company.  He stated as he understands when they purchased the naming rights they did not name any individual to be honored.  He stated Ms. Stephenson passed away earlier this year and they wanted to honor her and they had purchased the rights to name the facility and they thought it was a good idea.  He stated again in reading the resolution he understands the three year period can be waived if the person has made significant contributions and Ms. Stephenson met that criteria.

City Manager Allen pointed out he feels it would be best to separate the naming rights issue and naming of the amphitheater.  He stated the City Council has the naming rights and he thought maybe the Board felt this was a naming rights issue it had something to do with the actual request.  Ms. Cowell pointed out she knew that the Parks, Recreation and Greenway Advisory Board has a subcommittee looking at fund raising and naming issues explaining she feels there is some confusion on everyone’s part and they are studying the issues.  She agreed there is some discomfort from members of the Parks, Recreation and Greenway Advisory Board on this requesting the Amphitheater of the Raleigh Little Theater be named in honor of Louise S. “Scottie” Stephenson.  The recommendation from the Parks, Recreation and Greenway Advisory Board is denial.  Mayor Meeker questioned if anyone knew the basis of the B stated should his motion pass he would ask the City Manager to send a letter to all major users of City facilities that naming rights should come to the City Council.  The motion was seconded by Mr. Odom.

Mr. Odom questioned when various groups start these fundraising campaigns if the Council looks at the criteria and how they plan to raise funds.  City Manager Allen stated he could not speak to that issue.  Mr. Alphin pointed out as he understands at the time the Theater began the capital campaign, Dale Jenkins did make a report to the City Council and explained the proposed efforts to raise funds to match the City’s contribution.  He stated details of the discussion did not get into the records as to how the Theater planned to raise those funds.  Mr. Odom stated he feels we should do something to let all groups know when they start talking about raising funds that the ability to sell the naming rights to a City facility could not be considered unless the City Council approves it prior to the efforts beginning.  The motion to approve the Theater’s request to name the amphitheater for Louise S. “Scottie” Stephenson be approved and the City Manager send notification to all major users of City facilities advising them that they have no authority to sell naming rights to any City facility unless that is approved by the City Council prior to the efforts starting was put to a vote and passed unanimously.  The Mayor ruled the motion adopted.

Item #01-24 – Downtown Parking – Enforcement.  Mayor Meeker pointed out this issue which involves predatory towing from downtown lots has been discussed.  Analyst Scott Townsend identified four locations which seem to be problem areas.  One is a 24-space parking facility in the 500 block of Salisbury Street, two lots owned by Dillon Supply in the vicinity of Jillian’s and a parking lot across from the Flying Saucer.  Mayor Meeker questioned when this towing occurred if owners of the property receive a percentage of the towing fee.  Mr. Townsend pointed out it is believed there must be some type kickback to the owners of the lots but he can find no evidence of that.

City Attorney McCormick pointed out the Committee has discussed the towing laws.  He stated he did not know what remedy the City has to stop people from having cars towed from their property.

Steve McLaurin agreed pointing out he thinks if there is a sign indicates it is a private lot near the entrance point and cars parked there anyway he does not know what could be done to prevent that.  He stated for some reason many people believe it is okay to park in those lots after hours.  He stated one possibility may be a little more clarity in the signage.  He pointed out the law states the size of the sign, where it must be positioned, etc.  He stated maybe there should be some words added to indicate no parking 24 hours per day.  He stated he shares Mr. Townsend’s opinion that there must be some kickback to the property owner but he has no knowledge of any shared revenues but the aggressive towing practices may indicate some shared revenue.

Mayor Meeker pointed out this is a terrible public relations problem and a public safety problem.  He stated when a car is towed it is inconvenient and unpleasant and could be very dangerous.  He questioned the possibility of making it illegal to tow from a private lot unless that lot is chained or closed.  He also asked about the possibility of prohibiting charging for towing after certain hours.  He again stated it is a very bad public relations problem and he feels a public safety problem.  He stated for some reason people are rationalizing it is okay to park in these lots.  He questioned if other Committee members have the same concern about the predatory towing.  Mr. Odom stated as he understands the problem relates to basically four lots.  He stated he feels the only one that the City could do anything about is the one next to the BTI Center.  He stated the others are near facilities that make a lot of money and the owners of the lots do not want people parking on their private property.  Ms. Cowell questioned if the City could talk to the owners of the four lots and ask that they go beyond the requirements and chain or close off their lots or make the signs clearer or more obvious.  She stated she has experienced the situation and understands the concerns about someone walking around late at night by themselves trying to find their car when it has been towed.  Mr. Odom questioned the public safety issue with Mayor Meeker pointing out it is a concern when people come out and cannot find their cars and get disoriented.

In response to questioning, City Attorney McCormick indicated the only way the Council could regulate the towing is from a public safety standpoint.  He stated maybe he could talk to the police and see if it is a pubic safety issue.  He pointed out it is hard to understand why someone gets upset if they park their car illegally and it gets towed.  He stated we would have to come up with some type of study or something to determine if it is a legitimate public safety concern.  Mayor Meeker expressed concern about possible criminal acts towards the public.  He stated there have been cases when a driver confronts a tower and violence ensued.  City Attorney McCormick again explained the State law says what the owner of a parking lot has to do and describes what type sign and where the sign should be.  He stated if a car is towed from a lot that is not properly marked the owner of the car is advised to take the issue to small claims court.  Mr. West stated that is a copout with City Attorney McCormick pointing out that is the remedy.  Mr. West stated he feels it would be better to find out if the signage is appropriate.  He suggested that Administration have someone to look at the lots to determine if the signage is appropriate and the City Attorney talk with the police about the public safety issue.  Ms. Cowell questioned if the owners have been contacted and the problem explained to them and ask for their cooperation in going beyond the minimum requirements.  Mr. Odom stated he is sure the adjacent businesses are negotiating as they want their customers to have a place to park.  Mayor Meeker stated the public should not be the pawn and he feels we should do something that would change the financial incentives which seems to promote the predatory towing.

City Attorney McCormick pointed out as far as the lot across from the BTI Center is concerned when there are events at the BTI Center the lot could be coned off so that people do not park there.  It was agreed to hold the item and ask Administration to check with the owner to see about coning off or closing off the parking lot at the BTI Center and to see if something could be done as it relates to public safety and increasing the signage at all lots.

Item #01-36 – Medical Insurance – Proposed Changes.  City Manager Allen explained the proposed changes.  He pointed out there has been a significant increase in medical costs and Administration has suggested some policy changes.  He pointed out Administration is recommending the changes based on a phased-in approach and went over the changes for retirees.  He pointed out Mr. Isley raised the question about employment contract obligations.  Mayor Meeker asked questions about how much the subsidy cost the City and how we fund the trust fund to cover the City’s insurance.  The amount of the City’s increase in cost was discussed with it being pointed out it was at $10 million projected to go to $14 and then $18 million.  Mayor Meeker questioned if we know why the cost has gone up so drastically.  Mr. West asked about contractual arrangements or expectations on the part of the employees.  He questioned if someone gets ready to retire and they were depending on the dependent coverage and that is eliminated that could be a drastic change and that is a change in policy.  He questioned what the employees were told in the beginning.  Mr. Allen pointed out we try to clearly say the benefits an employee receives may change.  City Attorney McCormick pointed out retirement benefits have specific rules and regulations.  Here we are talking about medical benefits after retirement.  He explained there is a lot of case law in North Carolina and talked about employee handbooks and the information included.  He explained North Carolina is an employment at will state and pointed out he had not looked at our benefits package to see what the information says.  He explained the City Manager is the only City employee who has a contract.  He pointed out we may need to look at our information to see exactly what it says.  Mr. West stated he supports a futuristic and strategic approach and we must make sure our programs stay healthy.  He pointed out, however, he is concerned about the message that reducing benefits would send to our most valuable resources and that is the employees.  He questioned if these funds could be garnered from another source.  The amount of cash needed to fund the benefits and the percentage was discussed.

William L. “Trey” Mayo pointed out everyone who works for the City except the police are members of the local government retirement system.  He explained retirement benefits equal to about 52 percent of your highest 4 years of earning.  He pointed out employees appreciate not having to fund anything more.  He stated it seems like every time it comes to balancing the budget the City looks at the employee.  He stated the Raleigh Professional Firefighters would object to this change.  City Manager Allen stated he did not agree with Mr. Mayo’s statement.  The City doesn’t look to employees to balance the budget.  He stated he feels the record speaks for itself.  The City has always been concerned about its employees.  He stated because of the increasing cost Administration felt it appropriate to provide some options pointing out we may have to look at current employees to supplement the cost.  He stated no one wants to contribute more.  He talked about the amount that the retirees contribute and the amount paid in benefits.  He stated over the last two years Administration has looked very carefully at this situation.  He stated he could not agree with Mr. Mayo’s statement.  He stated he feels that employees should be given notice when changes are made and that is the purpose of making the recommendation at this point.

Mr. Mayo stated he and Mr. Allen have a very friendly relationship.  He stated there was a change in the benefits program where the employees saw an increase in prescription drug co-pay pointing out which went from $6 to $20 and over a years period that makes a big difference.  In some cases it is cheaper to pay for the medication than to use the insurance and the co-pay.  He stated that is neither Mr. Allen’s nor the City’s fault.  He thinks the problem is in the medical industry.  He stated there is some history on this issue.

Jimmy Parker pointed out since this Council has come on board the employees are leaps and bounds ahead of what had been done in the past.  He stated he thought Mr. Mayo’s comments related to past experience.  He stated as far as what could be done to address this situation one possibility would be to raise the co-pay so people would not run to the doctor every time they or their children have a sniffle.  It may be a deterrent to have a higher co-pay.  He also suggested the possibility of adding a small amount to the premium of each person so they could have dependent coverage at retirement if they so choose.  He stated he did not think we would get a lot of disagreement if it was a small amount.  Every little bit helps.  He stated he is more than willing to work and try to come up with some ideas.  He stated the Professional Firefighters Association really rises in opposition to this benefit cut.  He stated he is in contact with retirees from all over the City and they continually ask about the City having the same coverage as the County and State which continues to pay the premiums even after the employee reaches age 65.  He stated whatever they can do they are glad to help out.

Mr. Meeker asked who is on the Benefits Committee with it being pointed out Assistant City Manager Carter, Finance Director James and Personnel Director Simmons serve on that Committee.

Mayor Meeker stated it would be good to have a brief review of what other major cities in North Carolina do such as Charlotte, Durham, Winston-Salem and Greensboro.  He stated in addition he would like for Administration to do a little more research to try to determine what has caused the increases, what other options we have and what else could be considered.  He stated he knows the Council needs to make a decision fairly quickly so that employees will know what to expect but he feels additional information is needed.

Mr. West asked if we have figures on what percentage of an employee’s salary is in benefits and what the trend and that percentage may be.  He would also like information on the total fringe benefits package cost.  Mayor Meeker suggested holding the item in Committee to discuss it further.

Item #01-37 – Administrative Approval of Purchases, Contracts and Change Orders.  City Manager Allen explained the North Carolina General Assembly adopted some revised legislation relating to public bidding which went into effect on January 1, 2002.  These changes were adopted to help make processes for the purchase of equipment, goods and services and construction contracts more expedient and efficient.

Finance Director James indicated there was a lot of consultation with various groups as a result of this legislation.  He went over the recommendations which include the following:

a) Formal bid threshold for budgeted equipment purchases $50,000 to be increased to $90,000;

b) Formal bid threshold for budgeted construction $100,000 suggested to be increased to $300,000;

c) City Manager’s approval of budgeted equipment purchase bid $50,000 to an unlimited amount;

d) City Manager’s approval of budgeted construction bids $100,000 to be increased to $300,000; and,

e) City Manager’s approval of change orders $10,000 to be increased to whatever amount is budgeted or appropriated for the project.

He stated if the Council wants to approve these changes adoption of a resolution is necessary and then the City’s standard procedures would be changed.  Finance Director James went over the work that was done in developing these recommendations.  Mr. Odom questioned if the Council would see the change orders bids and the other items on the consent agenda with the City Manager indicating they would not be on the agenda unless they were above the thresholds as outlined.  Mayor Meeker moved approval of the changes.  His motion was seconded by Mr. West.  Brief discussion took place with Mr. Odom expressing some concern pointing out he would ask his questions prior to action being taken by the Council.  At this point he would support the motion but does have some reservation.  The motion was stated was put to a vote and passed unanimously.

Item #01-18 – Block A-44 – 500-600 Block East Martin Street.  Mayor Meeker pointed out the City owns four vacant lots on East Martin Street and had proposed to sell them for homeownership opportunities.  The item has been held pending a review of strategies which would increase opportunities for minorities to participate in the purchase and redevelopment of the land.  City Manager Allen pointed out this item was placed on the agenda at the request of homeowners in the area.  He stated there is no urgency on the part of the City to move forward on this project but the citizens in the community seem ready to move forward.  Mr. West stated he thought we should move ahead with this and talked about the information included in the backup that he feels should be thoroughly reviewed and implemented where feasible.  He stated he feels we have made some progress and pointed out the Southeast Raleigh Assembly has been talking about capacity building in the community.  He pointed out the real estate school Mr. Hunt and Mr. Mullins are giving leadership to is very important and is the kind of thing we need to have for community capacity building.  He stated we must think strategically and talked about developing benchmarks of where we are.  He talked about the administrative changes and the feeling they should be pursued pointing out they touch on points everyone is trying to foster in the community.  He stated the Southeast Raleigh Assembly elected not to make specific comment on these four lots but have discussed the concept of what is occurring in the neighborhood.  He talked about their work to identify minority developers and work being done to maximize minority participation in the whole concept.  Mr. Odom moved that the Council move forward to sell the four vacant lots for construction of affordable single-family home for $44,000 via RFP with City financing at 0 percent for up to 2 years and to further agree to provide $100,000 a second mortgage loans for the homebuyers involved.  The RFP process would be subject to upset bid.  His motion was seconded by Mr. West and put to a vote which passed unanimously.

COMMUNITY DEVELOPMENT ITEMS

City-wide Second Mortgage Program.  Committee members received in their agenda packet recommendations relating to revision to the City-wide Second Mortgage Program.  The proposal is to change the interest rate associated with the City-wide Homeownership Loan Program to 0 percent during the first 5 years of the 30-year loan.  The requested change will credit homeowners $25 monthly payments to principle reduction instead of interest.  City Manager Allen explained the goal of the City-wide Homeownership Loan Program is to assist first-time homebuyers with purchasing a home by providing a second mortgage loan up to $20,000.  The principle sum due is repaid in 60 consecutive monthly payments of $25 each which constitutes of interest only.  Thereafter principle and interest is payable in consecutive monthly installments based on a 25 year amortization at 4 percent.  Since every borrower pays $25 per month regardless of the loan amount borrowers of the different loan amounts have varying interest rates.  Consequently a borrower is charged more interest the lesser the loan amount.  Since the first 60 payments constitute interest only the balance at the end of the fifth year equals the original loan amount; therefore, the borrower is unable to build equity.  Changing the interest rate to 0 percent during the first 60 months will enable the borrower to build equity as each payment will be applied to the outstanding principle balance instead of interest.  Mayor Meeker moved approval of the change.  His motion was seconded by Ms. Cowell and put to a vote which passed unanimously.

Joint Venture Rental Tax Credit Awards – Report Received.  Committee members received a report dated August 22, 2002 relative to tax credit allocations.  The report is attached and was received without comment.

CLOSED SESSION

Mayor Meeker reported pursuant to G.S. 143.318.11(a)(3) a motion to enter closed session to discuss real estate acquisitions relating to Thoroughfare Conflict - Bashford Road/Western Boulevard and the Neuse River Clean Water Management Trust Fund Report is in order.  Mr. Odom moved approval of the motion.  His motion was seconded by Ms. Cowell and put to a vote which passed unanimously.  The Committee went into closed session at 12:00 noon.  Minutes of that portion of the meeting are covered by a separate set.

Gail G. Smith

City Clerk
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