BUDGET AND ECONOMIC DEVELOPMENT COMMITTEE MINUTES

The Budget and Economic Development Committee met in regular session on Monday, September 23, 2002, at 11:00 AM in Room 201, City Council Chamber, Raleigh Municipal Building, 222 West Hargett Street, Raleigh, North Carolina, with the following present:

Committee




Staff

Mayor Meeker, Presiding


City Manager Allen

Mr. West




City Attorney McCormick

Mr. Odom




Administrative Services Director Prosser

Ms. Cowell

Mayor Meeker called the meeting to order and the following items were discussed with the actions taken as shown.

Item 99-17 – Southeast Raleigh Economic Development – City Manager Allen explained that staff had been requested to provide information regarding attendance, recommendations, appointments and suggestions for new names in regard to the Southeast Raleigh Assembly.  That information has been provided and is included in the Committee agenda backup.  He pointed out that no recommendations are being made at this time, but asked the Committee to consider the names that have been submitted.

Mr. West indicated he felt it was important at this time to look at the attendance records and new appointees and hold discussion of the attendance records and reappointment to the next Committee meeting.  The Mayor called for discussion of the nominees.  It was pointed out that one of the nominees is running for public office and it would be appropriate to hold any consideration of that nominee at this time.  There were no objections.

A motion was made by Mr. West to recommend to Council that Ms. Josephine D. McCullers, Ms. Sonia Barnes, Mr. Carl Dean and Mr. Ed Wills be considered for appointment to the Southeast Raleigh Assembly.  His motion was seconded by Mr. Odom.  Mr. West asked that the remaining two names, Aura Camacho Maas and Eileen Thomas be considered at the next Budget and Economic Development Committee meeting.  Mayor Meeker noted that these two names and the attendance records of the existing Assembly members will be considered at the next meeting.

A vote was taken on the motion as stated and resulted in all members voting in the affirmative, 4-0.

Mr. West questioned the additional position to support the Assembly.  Mr. Allen explained that staff is recommending and additional staff position be authorized that will coordinate all Southeast Raleigh Assembly operations.  The position will be assigned to the City Manager’s office and work with Assistant Manager Wray.  Mr. Allen indicated the primary duties of this position are outlined in the agenda back-up, and added that funding for this position was included in the $350,000. Council allocated in this year’s budget for this effort.

A motion was made by Mayor Meeker to recommend that Council authorize the additional position.  His motion was seconded by Mr. Odom and resulted in all members voting in the affirmative, 4-0.

Item #01-36 – Medical Insurance – Proposed Changes – City Manager Allen briefly reviewed the proposed changes to the retiree’s benefits from the August 26 meeting of the Budget and Economic Development Committee meeting.  He explained that as a result of that meeting, a number of requests were made for information, and that information is outlined in the agenda packet (attached).  He added that reserve health care costs have risen $4 million dollars in the past year, and the retiree’s portion is a large and reasonable place to look for alternatives.  Mr. Allen briefly described the responses to the requests and explained the revisions to the recommendations as a result of that information.

Mayor Meeker questioned the causes of the increases and which ones pertain to the City.  Mr. Allen indicated he felt that all the key reasons contribute to the City’s increase.  Mayor Meeker pointed out that the questions about the changes are a key piece, but an increase of 5-10% per year is more acceptable than the 20-40% that is currently being experienced, but how do we achieve that?  Health care costs have not risen 40% a year.  Mr. Allen explained that retiree costs are about 13% of the numbers and represent about 25% of the City’s costs.  There are a number of things to consider to control costs.

Mr. West noted that at some point he recalls they were going to involve a broader cross-section of representatives of City staff to get ideas and input, and questioned has that started.  Mr. Allen indicated he did not recall the discussion.  Mr. West questioned the other ideas that may be effective.  Mr. Allen explained that some of the alternatives include higher co-pays or deductibles.  Mr. West indicated he felt that additional input from other employees will add to the Benefits Committee and help them to make informed decisions.

Mr. Odom, referring to the key causes of increased costs, indicated that he felt they are something the City has no control over.  

Ms. Cowell questioned the use of brand name drugs over generic drugs, and whether there were any incentives to encourage the use of generic drugs.  Mr. Allen explained this is done on a regular basis, and are doing a number of things to educate the users.  This particular sector stands out and is out of sync with the public and private sector.  He suspects this will have to be looked at during budget deliberations.

City Attorney McCormick presented an analysis of the proposed benefit changes and how they must be divided into changes applicable to employees who retired on or before January 1, 1999 and those who retired after that date.  Any employee who retired before that date has a vested right to certain benefits as described in Resolution 1984-554 adopted by the City Council and not repealed until 1998.  He noted that he has spoken with the Department heads about the information regarding retirement they present to prospective employees, and it appears that retirement benefits are a big case to come here.  Someone could have a strong legal standing if this were to be challenged.  If there is an overriding public policy to discontinue, the City can probably build a case and get beyond the vested rights situation.

Mr. Jimmy Parker spoke to the comment regarding retirees making up 13% of the numbers and representing about 25% of the cost, and questioned whether he could find out if this is contributed to retirees or their dependants.  Mr. Allen indicated he did not know, but could probably find out.  Mr. Parker noted that many of the retirees of the Fire Department are faced with cancer and seems to go along with the job just because of what they inhale over the years; he doesn’t see where that would be the cost of dependants.  Also, people who come to work for the City know they will not get rich and work for less money than the private sector, but are better served in the long term because of the benefits and retirement package, and would be a leg up.  The City’s been good – where else could someone go with a high school education and have a life long career?

Mayor Meeker reiterated the requested actions to get a handle on the overall costs:  a policy where health payments don’t increase but 5-10% per year; to get input from the average worker on the Benefits Committee; and, to have the City Attorney’s analysis as to what’s permissible and what’s not.  He indicated he would like to get this done by the end of the year. 

Mr. West pointed out they will have to start with the premise that the City cannot provide all the benefits they have traditionally provided, but a shared problem is a shared solution.  He agrees that input from the employees is important; there is a need to work together.

Mr. Odom indicated he agrees with the comments that have been made.  One of the benefits of working for the government is their benefits.  There is a need to continue these discussions.

Mr. Odom questioned promoting generic drug use incentives.  Mr. Allen pointed out there are incentives currently in place for choosing generic over brand name drug use.  

Mayor Meeker suggested getting five mid-level employees to participate in the discussions; to look at the overall situation to have a goal of 5-10%; and for the City Attorney to look at vested rights issues.  It’s necessary to look at all incentives.

Mr. Allen pointed out that these requests will require an extensive amount of work.  To open discussions with employees over something they say they will not be in favor of will be tumultuous.  Staff will certainly do the work but the Committee needs to be aware of the problems.

Mr. West noted that the comment regarding the benefits and the government is because of the benefits, security, etc.  He feels it would be a strategic move to not do anything elaborate, but to have time to explore this and get input.  Without a good benefits program, the City will not attract the kind of quality people they want to attract.  Mayor Meeker added that the City cannot stand 40% increases.

Mr. Odom suggested that this item be held for another two weeks and to come back for further discussion prior to creating staff work.  There were no objections.

Closed Session – A motion was made by Mr. Odom to enter closed session pursuant to G.S. 143-318.11(a) (5) for the purpose of instructing City staff concerning the possible acquisition of the following property:

1) Fire Station site – Forestville Rod and Mitchell Mill Road intersection;

2) Expansion of public utilities operations center; and,

3) Benton water plant acquisition.

His motion was seconded by Mr. West and a vote resulted in all members voting in the affirmative, 4-0.  The Committee went into closed session at 11:35 AM.  Minutes of that portion are covered under separate set.

Respectfully submitted,

Donna Hester

Deputy City Clerk

