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BUDGET WORK SESSION
The City Council of the City of Raleigh met in Special Budget Work Session on Monday, June 9, 2003, at 4:00 p.m. in the City Council Chamber, Raleigh Municipal Building, 222 West Hargett Street, Avery C. Upchurch Government Complex, Raleigh, North Carolina, with the following present.




Mayor Meeker, Presiding




Mr. Kirkman




Mr. Odom




Ms. Cowell




Mr. Hunt




Mr. Isley




Mr. Shanahan




Mr. West

Mayor Meeker called the meeting to order indicating the purpose of the meeting is to continue the review of the proposed Budget for FY 2003-04 and the Capital Improvement Budget.  City Manager Allen, City Attorney McCormick, Finance Director James, Administrative Services Prosser and most department heads and budget staff were present.
BUDGET – 2003-04 REVIEW; BUDGET NOTES – RECEIVED
Mayor Meeker stated the first item for discussion today would be the budget notes that have been supplied to Council.

Budget Note #10 Capital Pay As You Go Financing II.  No questions.
Budget Note #11 Analysis of Residential Fees on Different Income Levels.  City Manager Allen pointed out it was difficult to do this analysis as there are so many variables, different income levels, etc.  He pointed out the various fee increases are very small.  He pointed it is correct that a flat fee is slightly regressive.  He went over different scenarios with the same set of assumptions giving the various percent raises in those scenarios.
Mr. Shanahan pointed out the proposed budget imposes new fees on owners of apartments to recoup the cost of garbage pickup.  He questioned if that was included in the analysis pointing out he feels certain that fee will be passed on to the tenants.  City Manager Allen explained last year the Council instituted a 50 percent of the cost recovery for solid waste collection at apartments.  This budget pickups the other 50 percent.  In response to questioning from Mr. Shanahan, City Manager Allen pointed out one would assume that the apartment owner would pass the fees onto the dweller and he would suspect it would have the same regressive affect that it would on single-family homeowners.  Mr. Shanahan stated as he understands the City is already collecting the solid waste but now we are tacking on the rest of the fee to recoup that cost.  Mr. Hunt questioned if we have an estimate on the dollar amount the increase will bring in from single-family homes as well as multifamily complexes.
Budget Note #12 Annual Paving Program.  No questions.

Budget Note #13 White Oak Lake.  No questions.

Budget Note #14 Status of Garner Capital Projects.  Mr. Kirkman questioned if we have a projected completion date for bringing the Garner system up to Raleigh’s standards.  City Manager Allen pointed out it is a little better situation than we anticipated and it looks like the upgrades will be completed in the O5-07 timeframe.

Budget Note # 15 Signal System Upgrade; Morgan Street.  City Manager Allen pointed out there was discussion at the last meeting as to whether to keep funding in the proposed budget for the traffic signal upgrade even if the matching funds are not in the State’s budget.  City Manager Allen pointed out the theory was to start putting the City’s money aside so if and when the State and the Federal Government has matching funds our part will be available.  Mayor Meeker pointed out he knows all of the State’s funds will be earmarked for projects where there is Federal funding that could be utilized for matching.  Mayor Meeker asked staff and/or Federal lobbyists to look at potential of Federal funds for this program that could be matched with State funds.
City Manager Allen pointed the Mayor had asked about keeping Morgan Street two way and extending the two way up to Hillsborough.  The cost involved in that was discussed briefly with Mayor Meeker pointing out the cost of taking out what has been put in as a temporary measure maybe to the point that the State would agree to keeping it in.  Mayor Meeker suggested the question of making Morgan two way permanently all the way to Hillsborough Street be looked at carefully and discussed with the State and bring information back.  His motion was seconded by Mr. Kirkman and put to a vote which passed unanimously.

Budget Note #16 Community Development Program Income Levels.  The information was discussed briefly; however, there were no unanswered questions.
Budget Note #17 Economic Impact of Fees on Businesses.  There were no unanswered questions.
Budget Note #18 Potential Reductions to Proposed Budget.  City Manager Allen explained the Council had asked for this information.  He went through Budget Note #18 and pointed out he is not making these recommendations but providing information as requested.
Budget Note #19 Potential Reductions Spreadsheet.  City Manager Allen explained this budget note.  Mr. Shanahan expressed appreciation to the staff for this exercise.  He stated he understands the City Manager is not making this recommendation but questioned if the City Manager were instructed to reduce the budget by $5 million if these are the items that he would cut with City Manager Allen pointing out that is correct.
Mayor Meeker indicated this is not a public hearing but there were several people who had asked permission to speak; therefore, he would allow that.

Miriam Block, former council member, expressed appreciation to the Council for all their good work.  She stated she missed the budget public hearing as she was not aware when it was scheduled.  She stated almost 20 years have passed since she served 12 years on the Raleigh City Council.  She stated he who doesn’t know the history is apt to make the same mistakes; therefore, she wanted to give the Council some history.  In 1970’s property owners, developers, etc., came to the City Council and asked the Council to take up Fayetteville Street and put down the Mall.  She stated the City had more money at that time the economy was on an upturn.  The Council initiated an overlay tax district and took action to install the Mall with the assumptions that the property values and the tax would increase but it didn’t.  She stated now the economy is in a down swing and she doesn’t think property values will increase if the City takes up the Mall and reinstalls a street.  She stated certificates of participation are supposed to be used to cover emergencies and if there is sufficient time to do a project, the City should go to the voters.  She does not feel ripping the Mall and reinstalling Fayetteville Street is an emergency.  She stated she had written all Council members a letter explaining her feelings and she hopes that the Council will give serious consideration to this matter.  She stated she cannot believe that the Council believes that property values will increase as much as included in the proposal.  She encouraged the Council to do some rethinking and before it decides to use certificates of participation to take up the Mall.  She pointed out so many people like the Mall the way it is.
Ronald I. Kirschbaum, former council member, indicated the proposal before the Council relative to the Mall in his opinion is without money and hits two points that should be considered.  The proposal is based on the assumption that certain things will happen and those things may or may not happen.  He stated it is important to tell the taxpayers that they will be on the line for this money if the development does not occur and he feels that hits at the core of ad valorum taxes.  He stated he has no problem with the Council taking tax money from him and spending it in the downtown area but when we interrupt that process and designate the expenditures for a certain area he does have problems.  We should explain the proposals to the taxpayers.  He stated the proposal is like his argument that he sends more to Washington than Washington sends back.  He stated under this proposal if the tax values increase the value will stay downtown and not be spread around the community.  He questioned what would happen to poor communities if this concept is followed.  He stated he is not questioning the project he is questioning the funding mechanism.  He stated this is directive financing that has got so many companies in trouble.  If the Council wants to do this project do it the old fashion way raise the money and then spend it.  He stated if the Council can get the County to participate that would be great.
Ken Adkins, Greater Raleigh Chamber of Commerce, presented information on a new alternative for marketing.  He stated as a result of individual conservations with various Council members he recognizes there is concern about the travel.  He stated his organization is confident that travel is an important part of their marketing strategy but they are also confident there are other strategies that may work to help bring business or people to Raleigh.

He explained the alternative program which utilizes precision marketing technology techniques which will allow them to focus on certain companies and allows them to develop leads that people can utilize in targeting their travel.  He stated the City needs to maintain a proactive marketing approach pointing out his groups sees an upturn in the economy and they don’t want Raleigh to miss out on any opportunities.  He talked about the jobless rate in the Raleigh and Wake County area and pointed out they feel there are a lot of different ways to skin the cat and they feel this alternative approach could be good.  Mayor Meeker questioned once the program gets up and running if the group has any idea how many prospects it would generate.  Mr. Adkins pointed out the number of hits the web page is getting now and told where the hits are coming from, pointing out the two state origins that hit the web site most are Virginia and California.  He talked about work on the web page and the hopes that it will get people to our area.  Thirty-two thousand 600 hundreds would be spent on this Level 3 strategy.
Mayor Meeker suggested that the Council go through the proposed budget and ask any questions, unanswered questions and/or points of discussion were as follows:
Mayor Meeker questioned the revenue projections pointing out on Page 1-14 it shows a 3.6 percent change from 2002-3 to 2003-4; however, on Page 2-2 it shows a growth rate of 5 percent.  He questioned what is in the budget.  This was discussed at length with staff explaining trying to explain the issue and how it shows up in the budget.
Mr. Hunt questioned why there are no Convention Center fees in the proposed budget this year with it being pointed out that has been moved to a separate fund.

Ms. Cowell questioned the tax collection rate pointing out it seems to be down.

Mayor Meeker questioned the sales tax collection questioning if we have information on the fourth-quarter payment and our projections for next year.  Finance Director James explained we have received our fourth-quarter payment for the one cent and the supplemental and it is about 9.86 percent less than the previous year.  He stated this seems to be a trend in large cities pointing out Charlotte’s was approximately 12 percent less than last year.  In response to questioning, City Manager Allen pointed out we had projected fund balances and we need to go back and recalculate the fund balance as it relates to carry over and what we anticipate getting next year.  Finance Director James, in response to questioning from the Mayor, pointed out it is hard to determine why these payments are less pointing out the City does not get all of the records that the payments are based on.  He stated surely the economy is part of it but he feels the new laws relating to point of delivery, internet sales and reporting methods maybe a part of it.  He stated there maybe reporting errors.  There is no audit done on the local sales tax and we may have to do some auditing on our own.
Mr. Kirkman questioned why the Health Trust Fund on Page 1-27 is down.  It was pointed out that is part of the good news.  We are projecting a lower budget number based on good experience.
Mayor Meeker questioned the proposed change in the medical deductible for people in HMO’s.  City Manager Allen pointed out presently people on the HMO policy do not have a deductible only a co-pay.  What the budget adds is a $250 deductible for people on HMO the same as employees on PPO.  He pointed out that will save some $650,000.  This was an effort in part to save money but in part to make the programs comparable.  The rationale for not having a deductible for HMO accounts and the PPO account having a deductible and the history behind that was talked about.  Changing practices of HMO and PPO’s and the insurance industry in general was talked about.  The need to equalize the two programs was talked about briefly.  In response to questioning it was pointed out what is proposed is a $250 per year deductible per person with a limit of $500 per year per family.
Mr. Shanahan requested information on the revenue produced at the Convention Center and asked that the information be divided into two parts: revenue from events produced or attended by the general public versus revenue from other governmental units or groups that the City subsidize.
Ms. Cowell asked to be provided information as to what percent of the revenue at the BTI Center comes from City supported groups versus non-city supported groups.
Mayor Meeker questioned the increase in the City Council budget with it being pointed out it basically relates to the dues for the North Carolina Metro Coalition.  Mr. Isley questioned what groups the City belongs to and what the dues are for belonging to those groups as he feels the City should look at whether we are getting the most bang for our bucks.

Mr. Hunt had questions concerning the range adjustment, whether it is a cost of living or merit and how that is administered.
Mayor Meeker questioned if the range adjustment was done for everyone on October 1 rather than January 1 what the additional cost would be.
Cost of living and performance base pay was discussed in general.  City Manager Allen pointed out the range adjustment could be applied to all City employees but it is performance based.  He stated if that is converted to a cost of living, across the board in the long term it doesn’t help employees as many times he has seen Councils move the dates around to help balance a budget.  Different situations were discussed and the timing of raises as it relates to the benefit of the employees was talked about.  City Manager Allen explained we do have a merit pay system and all employees are eligible for a merit pay increase unless they are at the top of their pay range.  The range adjustment is a percent that is applied on the top of each pay range; therefore, those employees at the top of their pay scale would be eligible for the range adjustment provided they received the proper evaluation.  He stated as far as the merit pay plan is concerned if an employee is below midpoint of the pay range they can get up to 5 percent above midpoint an employee could get up to a 2 ½ percent.  City Manager Allen pointed out the proposed budget includes a 1.5 percent pay range adjustment linked to performance which he believes in the long run is better for the employees.  The number of employees that would not get the range adjustment was talked about.
Mayor Meeker questioned if there is any way to quantify the savings the City gets as it relates to the Healing Place that is the savings we get by being able to take someone to the Healing Place rather than the Police taking a person to the hospital, have to wait for them to process through, etc.

Ms. Cowell questioned the increase in the Historic Districts Commission item and questioned if the Commission would be able to complete the nomination forms for the various communities that are ongoing without that increase.

Mr. Hunt questioned the difference in funding to the Carolina Ballet and the North Carolina Symphony, whether either get any perks from the City and why.
Mayor Meeker pointed out last year the Council authorized two positions in the Inspections Department and a new City Attorney position relating to housing and questioned the status of that program.  It was pointed out the inspectors are trained and on board.  City Attorney McCormick pointed out the attorney has been hired and was ready to come on board but because of family illness and/or death has been delayed but should be on board shortly.
Mayor Meeker questioned the increase in the Assessable Raleigh Program.  He questioned the average subsidy per ride.

Ms. Cowell questioned the recommendation for not funding the Neighborhood Improvement Program on 4-25.  She questioned if this is the program in which neighborhoods can apply for matching funds for programs in their area.
Mayor Meeker questioned the increases in police department administrative division and if this has to do with reorganization relating to the district system.
Mayor Meeker questioned if the City of Raleigh has a due process ordinance.  City Attorney McCormick pointed out Raleigh is the only City in the State that has a Civil Service Commission for all City employees; therefore, we have due process for all.  He pointed out a bill has been periodically introduced at the State level dealing with local government personnel issues but Raleigh already does that.
Mr. Isley questioned why there is a decrease of 3.9 percent in employee benefits in the Fire Administration Department, Page 5-11.
In response to questioning from Mayor Meeker relative to the deductible for health insurance, Finance Director James explained there is a new tier proposed that would be available for employees that is an employee/spouse coverage.  City Manager Allen indicated another personnel benefit change is a policy change in how we deal with accumulated vacation time.  He stated an employee can accumulate up to 50 days vacation.  If that employees goes over 50 days that time could be rolled over into sick time which can be added on and benefit an employee at retirement.  The employee would not be paid for the sick time but it can be used in connection with calculating retirement benefits.

Mr. West questioned the cost variables associated with check off for association dues.

Mr. West asked administration to provide an update on the status of the CHIP Program where is that and where are we on the call center.  He questioned if continuation of the CHIP Program and/or a call center is a part of the recommended budget with City Manager Allen pointing out we are looking at this from a variety of ways from new technology to training current employees.
Mr. Kirkman asked about the big jump in the Police Chief’s budget on Page 5.4 and questioned if that relates to realignment with it being pointed out information is included on Page 5.3 relative to a new computer system and personnel.

Mr. Hunt had questions relative to the reduction in revenue if we do not increase privilege license tax.  After discussion he stated he was satisfied with the answers given.
Mr. Hunt questioned the amount of money we are presently spending on stormwater and how much is in the proposed budget with the Council being referred to Page 4.9.
Mr. West questioned the policy for dumpsters in apartment complexes questioning the guidelines pointing out some community complexes do not have dumpsters and the trash is placed on the street.  He questioned if there are penalties for people who do not contain their garbage in an enclosed area.  Mr. Kirkman asked about the amount of money included in the budget for education efforts as it relates to possible new solid waste program.  Mayor Meeker questioned where the street tree program is budgeted and for how much and where the Neighborwood’s program is budgeted and how much.  In response to questioning from Mr. Kirkman it was pointed out there is $10,000 included in the budget for matching the State program as it relates to street trees.
Mayor Meeker questioned if the stormwater utility were started July 1 rather than March 1 what impact that would have on the budget.  City Manager Allen pointed out it would be a loss of revenue of about $3 million.  He stated an alternative would be to create the ordinance early in the year and advance the funding from the general fund and pay it back when the stormwater utility gets up and running in July of 2004.  Mr. Hunt stated as he understands the stormwater utility fee would generate some $3 million in the last quarter of this year but we are only projecting spending $700,000.  He questioned how that relates.  Mr. Odom had questions about how the stormwater utility fee would work and how it is proposed in the budget.  How we have the stormwater operations included but do not have a stormwater utility approved yet and the feeling on the part of some Council members that administration was counting on a revenue stream that the City Council hadn’t approved was talked about.
Mayor Meeker pointed out Ms. Cowell could not be at the meeting on Monday.  He suggested the possibility of canceling the June 16 scheduled meeting and at the end of the June 17 regular City Council meeting continue discussions on the budget.  Mr. Shanahan indicated he did not know whether he could be at that meeting or not but would check.  The Mayor stated we would cancel the meeting on the 16 and have further discussions on June 17.  Mr. Shanahan questioned if the Mayor anticipated a final vote on the budget that day with the Mayor indicating he was not sure.
Discussion took place on the Downtown Investment District with City Manager Allen pointing out he feels it is a very conservative way to fund the first phase of the Fayetteville Street Mall work.  He stated this is a mechanism that has been used on a regular basis in other locations.  He stated given Progress Energy’s investment and the other investments coming on line he believes that COP is the way to go.  He stated if the revenue is not there then we could delay the second $10 million until revenue is there.  Mr. Hunt questioned if debt service on the $10 million is included in the budget with City Manager Allen indicating it is not.  Mayor Meeker questioned if the County needs to sign on now or if that is something that could be done later.  City Manager Allen stated he feels there is value in establishing an interlocal agreement.  He thinks there is value in moving forward and getting the interlocal agreement worked out and he would recommend that the Council authorize negotiation on such an agreement.  Mr. Shanahan stated he would echo the concerns expressed by former Council Members Block and Kirschbaum.  He asked about the possibility of utilizing interlocal money.  He stated he is very concerned about the proposal and questioned what would happen if the property values do not increase as projected.  In his opinion a better way to handle this would be to go to the County and talk about using interlocal money.  He stated even if the Convention Center is funded out of interlocal money there would be money available for other projects.  Mayor Meeker questioned if the scenario being suggested by Mr. Shanahan would be allowed under the interlocal money.  City Attorney McCormick stated he thinks the City and the County would have to make some creative interpretation to allow the use of the money for the Mall.  He talked about the amount of money that we get from the interlocal agreement and the funding mechanisms.  Mr. Shanahan stated he just feels that is a more reliable source than the projected Downtown Investment District.  Mr. Kirkman stated he tends to agree as he has real problems borrowing against future plans.  He talked about his concern and fears about invading our fund balances.  He talked about the State losing its Triple A bond rating.  Mr. Kirkman stated he would prefer delaying the project until the funds are available or taking Mr. Shanahan’s suggestion and using interlocal money.
Ms. Cowell asked about the precedent former Council Member Kirschbaum mentioned about this use of ad valorum tax.  She questioned if that is legal.  City Attorney McCormick indicted this would be the first time that Raleigh would allocate ad valorum tax money to a certain area.  City Manager Allen pointed out Raleigh hasn’t done it before but it has been done many times across the country it is not an unusual funding mechanism.  Mayor Meeker talked about the strength of the City Manager’s proposal and giving the County an opportunity to participate as a partner.  He stated if there is some other way to fund this proposal he would like to look at it.  He stated we do not know what the County action will be.  Mr. Isley stated if the City wants to do the work on the Mall then it should just do it.  The Council should have the guts to say it wants to support downtown take the money out of the general fund and do the work.  Why go through the charades of a different funding mechanism.  This funding mechanism which is based on increased tax value and whether we are ready for that type funding mechanism in Raleigh was talked about.  Whether any of this would put the City’s Triple A rating in jeopardy was talked about.  Mr. Hunt questioned if we were going to ask the County if they wanted to use certificates of participation how we would proceed from this point or do we care how the County would want to pay their share.  Mr. Shanahan pointed out everyone who lives in the City of Raleigh also lives in Wake County.  There should be concern.  Mr. Hunt stated he does not feel he is in favor of using the certificates of participation but may think positively about using interlocal money.  How the money is paid back was talked about.  Mr. Hunt stated if we don’t have the funds available to do the project maybe it should be delayed.  Mr. Shanahan talked about the possibility of using the Hotel/Motel/Food Tax pointing out if you believe in the theory that it is paid for by our visitors that should offer some protection to our citizens.  He stated he feels it would be safe to use that money and he would have no problem with going forward to see if we could get some agreement.  He stated it might be tricky particularly if we continue the discussions about a rain tax.  He stated he would like to see the Mall reopened if we can do it out of the interlocal money.  Mr. West questioned what the implication of doing this project with interlocal dollars would have as it relates to other projects waiting to be funded.  City Manager Allen indicted the annual debt service for the first $10 million is about $770,000.  He pointed out what is being proposed on the Convention Center utilizes 80 percent of the Hotel/Motel funds and in the first year that would leave about $800,000 and if the Mall project were funded out of that it would not leave any money.  City Manager Allen pointed out he had thought about proposing utilization of interlocal money but he did not know if that is legal and had not discussed that with the Attorney.  The City Attorney was asked to provide information.
Adjournment:  There being no further business, Mayor Meeker announced the meeting adjourned at 6:10 p.m.
Gail G. Smith

City Clerk
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