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COUNCIL MINUTES

The City Council of the City of Raleigh met in Budget Work Session on Tuesday, June 29, 2004, 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



Mr. West




Ms. Cowell



Mr. Crowder



Mr. Hunt




Mr. Isley




Mr. Regan




Ms. Taliaferro

Mayor Meeker called the meeting to order explaining the procedure and the conduct of the meeting.  He expressed appreciation to the City Council and staff for their hard work in developing the budget.  Mr. Regan suggested that the Council start with a prayer and led the Council in prayer.  The following items were discussed.
BUDGET PROPOSAL – 2004/2005 – ADOPTED – VARIOUS ACTIONS TAKEN; ITEMS PLACED ON JULY 6, 2004, COUNCIL AGENDA
Mayor Meeker stated he would put a proposal on the table for Council consideration.

A.
Revenue Additions

1.
10K cap on privilege licenses
$    500,000


2.
Additional Inspection fees – Re-inspection
$    750,000


3.
Housing abatement/nuisance charges
$    250,000


4.
Cash management interest
$1,000,000
B.
Cost Reductions

1.
Traffic signal upgrades
$1,000,000


2.
Land for Lightner Center
$2,000,000


3.
Redlight cameras
$   750,000


4.
Savings on signal maintenance
$   175,000


5.
2 community service positions
$     85,000


6.
South End Development
$   375,000


7.
Downtown Street Scapes
$   108,000


8.
Parking Deck Retail
$   200,000


9.
Downtown Housing Market Study
$     50,000
C.
Cost Increases

1.
N.C. Symphony
$     50,000


2.
Carolina Ballet
$     50,000


3.
Women’s Healing Place (capital)
$   170,000


4.
Men’s Healing Place (operating)
$     40,000


5.
Legal Aid
$     30,000


6.
Tammy Lynn
$     40,000


7.
LARC
$     25,000


8.
Passage Homes
$     25,000


9.
Interfaith Food Truck
$     50,000


10.
Sunday bus service (effective 1/1/05)
$   500,000


11.
Additional park department operations
$   100,000


12.
Play Space
$     15,000
D.
Miscellaneous

1.
Use variable rate alternative for Barwell Road, Brier Creek parks


2.
Revised list of park bond projects


3.
Only $1.00 increase in utility bill service fee; revise capital projects in first year


4.
Real property tax rate of 39.5¢


5.
EPMO expenditures to be brought to Council for review


6.
Parking fine to be $12

Mayor Meeker stated this is his June 28 proposal and he would make the following changes.  Under additional revenue change Item #2 to indicate reinspection fees for part of the year which would produce $750,000 and add two multi-trade inspectors; under cost reductions, he would keep the two community service positions at a cost of $85,000; on the traffic signal upgrade, he would suggest deleting $1.3 million from the Wake Forest Road/I-440 project and allocate $300,000 to the Tryon Road project and $1,000,000 to the traffic signal upgrade.  In addition he would suggest an additional allocation to Downtown Raleigh Alliance of $100,000 which would be a total $155,000; the revised list of Park Bond Projects would not be authorized now but that money would be put in reserve for authorization when the economy gets better.  He stated we would take a look at that when sales tax comes in and could consider further action on the Parks Bonds later.  Mr. Isley stated as he understands the Parks Bonds are valid for seven years after passage.  
Ms. Taliaferro moved adoption of the Mayor’s proposal as outlined.  Her motion was seconded by Mr. West and a roll call vote resulted as follows:  Ayes – 4 (Taliaferro, West, Cowell, Meeker); Noes – 4 (Regan, Hunt, Isley, Crowder).

Mr. Crowder pointed out he needs for the Council to talk about another revenue source other than a tax increase.  He stated he put a proposal on the table during the June 28 meeting to help meet the need and he would be happy for the Council to look at that proposal.  Mayor Meeker stated as he understands Mr. Crowder is talking about requiring rental property owners to acquire a privilege license.  Mr. Crowder stated he is simply suggesting that rental property owners be added to the industry that is required to have a privilege license.  Mayor Meeker stated the Council could look at that but he does not feel it should be added at the meeting today as we do not know the cost, the ramifications, etc.  Maybe it’s something that could be looked into by a committee.  Ms. Taliaferro stated she thought it was being considered in Law and Public Safety Committee in its discussions of the Neighborhood Task Force recommendations.  She stated the Neighborhood Task Force did make a lot of recommendations and part of those have been or are being implemented including additional housing inspections, community service positions, other things that help with the quality of the life issues.  She stated she is not ready to move forward or take a stance on privilege license for rental properties.  Mr. Crowder pointed out it seems most of the increased costs are driven by the industry and rental properties should help participate in the cost of solving the problems.  He stated this is not what is being discussed in the Law and Public Safety Committee, this is privilege license for people in the industry.  He pointed out this is the only industry that has been exempted from privilege license and they are a business and should pay their fair share.

Ms. Cowell pointed out Mr. Crowder has a lot of pressure relating to rental property in his district and he feels obligated to address the problem and she has the up most respect for that.  She stated there has been discussion about potential willingness to look at privilege license for rental properties but she understands that it may be difficult.  She talked about the support of some for the idea and she supports Mr. Crowder’s intent of trying to help the neighborhood in fulfilling his promises to the constituents.

Mr. West pointed out Mr. Crowder is not the only one whose district has problems as it relates to rental property.  Mr. West stated he is trying to be objective and he feels the privilege license tax on rental property is something that could be looked at but he doesn’t feel it is something that should be done spontaneously.  He stated he feels the Council is close on a compromise on the budget and he feels the Council will agree to work on some of these issues in the future.  Mayor Meeker stated maybe the issue could be placed on the July 6 agenda for consideration at that time.  Mr. Crowder pointed out he is not going to push the issue any more as there doesn’t seem to be a consensus.  He stated however he keeps hearing from the taxpayers who will pay this one cent tax increase and they are concerned.  Mr. Crowder pointed out the Real Estate industry needs to share in the cost pointing out the reason we have to hire additional inspectors, etc., relates to quality of life issues many of which are caused by rental properties.

Mr. Hunt talked about the multi-family market being in a slump as bad as it has been in 30 years or more.  He stated they are having problems and to put a privilege license on top of that he just cannot support.  Mayor Meeker talked about putting the focus onto the problem areas such as being discussed in Law and Public Safety Committee but not speeding it over the entire industry.  The work that is ongoing in Law and Public Safety Committee, the real estate industry in general and past actions the Council has taken relative to licensing of rental property was talked about.  By general consensus, it was agreed to place the item of further consideration of privilege license for rental property on the July 6 agenda for consideration.  
Mr. Crowder talked about impact fees pointing out the Council has looked at trying to bring impact fees to a level to cover the level of inflation.  He talked about studies done by the Urban Land Institute and read from those studies as it relates to sprawl, traffic problems, etc.  He stated it concerns him that the Council is going to the taxpayers and asking them to subsidize sprawl.  
Ms. Taliaferro pointed out the City Manager’s budget did not include a raise in impact fees but does include money for a study of impact fees.  She stated she feels there is a consensus to go forward with that study and there are funds in the proposed budget to do that.  She talked about the development that is on-going and referred to the North Hills renovation, Pointer Place and the other large private developments.  She talked about the sales tax, revenue from those projects and how it favorably impacts the budget.  She stated the whole discussion about what the development community pays for would prompt the Council to look at the inspection fees.  She stated now we do not charge for a second inspection and talked about the concerns and the different proposals being studied.
Lengthy debate followed with various Council members voicing their opinion on the process, comparison of the City of Raleigh’s tax rates, fees and services to surrounding communities, the need to look at impact fees, concern about increased taxes, the need for increase in taxes in order to provide needed and desired services, the possibility of a rental industry privilege license or fees, the desire of Council members to respond to continuants concerns, why Council members voted for or against the motion, whether the City and taxpayers subsidize development and subsidize sprawl, actions being considered in the Law and Public Safety Committee as well as expressing admiration for Mr. Crowder’s tenacious stance as it relates to rental properties privilege license and demands relating to the development community paying their share but the hope he would compromise.  Various Council members weighed in with their perception on whether development pays its fair share, the importance of quality of life and neighborhood quality issues and what the proposed budget includes in those lines.

Mr. Crowder spoke about equity and who pays, number of elderly people who have lived in the City for years and years and have been paying the taxes and concern about the City continually putting new fees on them such as stormwater, water bills, etc.  He pointed out he does not mind paying his fair share but he wants every one to pay their fair share.  He does not want the existing citizens to have to subsidize sprawl and he feels it is unfair that we have an industry that doesn’t pay privilege license when every other industry does.  How property management companies pay for a privilege license, unintended consequences and the fact that the Council had a proposal before it that could balance the budget with a 1 cent tax increase as opposed to the 3 cent tax increase proposed by the manager was talked about at length.
Mayor Meeker pointed out it looked as if the Council was at a stalemate; therefore, he called for a recess at 5:00 p.m.

The Council reconvened at 5:10.

Mr. Crowder pointed out he would love to support the current budget proposal if the Council could make it more along some of the lines he supports.  He stated he feels the Council is close but not quite there.  He talked about the need to study impact fees and privilege license for rental properties pointing out these are things that would help take the burden off of our senior citizens.  Discussion took place on the privilege license schedule, whether there are industries that do not have to get a privilege license, how the schedule was set up and whether the rental industry is totally exempt.  Mr. Hunt argued that the rental industry does pay taxes; property owners pay on the value of the buildings and questioned how the proposal to charge property owners for residential rental privilege license would differ from an office building renting out space.  How a privilege license on rental property would work and how it could be based was talked about.  City Manager Allen pointed out there would need to be some study and work to determine how a privilege license on rental property would work.  He stated the City has not done a systematic review of our business licenses in a long time and maybe Staff could take an across the board look to determine if there are other categories that are missing.  Various Council members voiced concern about enacting a residential rental privilege with Mr. West expressing concern about unintended consequences of such a proposal.  Ms. Taliaferro stated she had no problem taking a serious look at it but at this point the Council does not have enough information to act on such a proposal.
Mayor Meeker talked about efforts to try to get the Council to agree on all points in the budget.  He stated we have a proposal before the Council and there are several issues that need addressing and impact fees and rental property privilege license seem to be two sticking points.  He stated all Council members seem to be focusing on Mr. Crowder and the concerns he is voicing but there are other folks at the table who could chip in with a proposal.  Mr. Crowder has presented one but the Council does not want to agree.  No one wants to vote for a tax increase and he challenged Council members to make proposals they could support.
Mr. Isley pointed out the City Manager presented in Budget Note #37 a proposal that would allow adoption of the budget without a tax increase.  He stated he is willing to talk about that.  Ms. Taliaferro expressed concern that Budget Note #37 – Alternative for elimination of the property tax increase reduces public safety and other issues she is in support of.  Mr. Isley stated to get a motion on the floor he would move approval of the budget with the alternative for elimination of the property tax increase as outlined in Budget Note #37 prepared by the Manager.  This would allow adoption of the budget without a tax increase.  His motion was seconded by Mr. Hunt.  Mayor Meeker stated he would vote against it as it eliminates police and fire positions, reduces capital reserves, eliminates salary range adjustments and reduces appropriations to arts and human services.  The motion as stated was put to a vote which resulted in no members in the affirmative and all members voting in the negative.  The Mayor ruled the motion defeated.
After brief discussion on the amount of money that 1 cent tax brings in and source of revenue, Ms. Taliaferro moved approval of the budget with the adjustments outlined by the Mayor with the understanding the Parks Bond items would be placed in reserve, there would be funding of synchronizing the traffic lights and funding of DRA at the $55,000 level and to place the rental privilege license and a review of all business license, on the July 6 agenda for further consideration.  Her motion was seconded by Mayor Meeker and put to a vote with results as follows:  Ayes – 4 (Taliaferro, Meeker, Cowell, West) Noes – 4 (Crowder, Isley, Hunt, Regan).  The Mayor ruled the motion defeated.

Lengthy discussion followed with various Council members offering suggestions and concerns about an increase in the tax rate, increase in fees but questioned how else the budget could be funded.  Possibility of putting off implementation of the new solid waste program for one year, whether the new false alarm ordinance which is being studied in law and public safety committee will bring in funds were put forth.  City Manager Allen talked about the issues ahead of the Council calling on the Council to look ahead two or three years.  He stated the budget he put before the Council had a 3 cent tax that would still leave us in a difficult position or difficult budget for FY05-06.  He talked about his philosophy and theory in presenting the budget and what impact anything short of his proposal will have on subsequent budgets.  Subsequent actions that will be required such as public hearings for the reinspection fee and other Council actions required to implement parts of the budget put forth were touched on.  The challenges down the road with the budget based on a 3 cent tax increase as opposed to challenges with the budget based on a 1 cent tax increase was talked about.  Council members urged each other to consider their various points of view.  How close the Council is in coming together to vote for a balance budget with opposing points of view as to whether the development community pays their way were put forth with each Council member arguing their point or position.  What makes Raleigh an attractive city to live, work and do business and comparison of those activities in Raleigh and other cities was touched on again.  The bond issues that have occurred in the past, the City’s financial strengths, attractiveness of Raleigh, Budget Note #36 was discussed at length.  What the bonding agents look at and moments of silence followed.
Mayor Meeker announced the meeting recessed at 6:05 to give Council members an opportunity to think about their positions.

The Council reconvened at 6:20 p.m.
Mayor Meeker restated his original motion and added two additional housing/environmental inspectors which would bring the total to six and fund the remainder from reserve or contingency.
His motion was seconded by Mr. West.  Ms. Taliaferro questioned if the additional funding should come from capital reserve or City Council contingency with the City Manager pointing out we could use the City Council contingency to help balance the budget and the Mayor agreeing.  Mr. Hunt pointed out the stormwater issue and fee has been fairly controversial and he would like to propose as a part of the budget that we put a sunset provision on the stormwater bills and let the next City Council or this Council review it further.  Mr. Isley made a substitute motion that the Council authorize an across the board 1 percent reduction in all departments including City Council salaries to do away with the proposed 1 cent tax increase.  His motion was seconded by Mr. Regan.  The City Attorney stated he did not believe the Council would be allowed to decrease its own salary.  Mayor Meeker stated he would vote against the substitute motion with Mr. Regan pointing out he put a similar proposal on the table several months ago that all the departmental budgets with the exception of police and fire be reduced across the board.  The substitute motion was put to a vote with Mr. Hunt and Mr. Isley voting in the affirmative and the remainder of the Council voting in the negative.  The Mayor’s motion was put to a vote which resulted in all members voting in the affirmative except Mr. Isley, Mr. Hunt and Mr. Regan who voted in the negative.  The Mayor ruled the motion adopted.
Mayor Meeker pointed out the Council received a listing of the various ordinances and resolutions required to enact the adopted budget.  He presented an ordinance adopting FY 2004-2005 budget as amended by Council and moved its adoption.  His motion was seconded by Ms. Taliaferro and a roll call vote resulted in all members voting in the affirmative except Mr. Isley, Mr. Hunt and Mr. Regan.  The Mayor ruled the motion adopted.  See Ordinance 664.

Mayor Meeker presented an ordinance adopting FY 2004-05 Bond Projects and moved its adoption.  His motion was seconded by Mr. West and a roll call vote resulted in all members voting in the affirmative except Mr. Isley, Mr. Hunt and Mr. Regan who voted in the negative.  The Mayor ruled the motion adopted.  See Ordinance 665.

Mayor Meeker presented an ordinance adopting the schedule of rates, charges and rents for water and sewer utility service and moved its adoption.  His motion was seconded by Mr. West.  Mr. Hunt stated when the stormwater utility was adopted, he thought we would have a corresponding tax decrease, therefore he would move that the Council put a sunset on the existing fee and look at it again in March of 2005.  His motion was seconded by Mr. Regan.  Mayor Meeker stated he had no problem looking at the stormwater fee but he would vote against sunsetting the fee.  City Manager Allen talked about the difficulties of entering it into contracts relating to the stormwater fee if there was the thought of eliminating the fee.  Mr. Crowder moved the Council look at the stormwater fee, study it further at a later date.  His motion was seconded by Mr. Meeker and put to a vote which resulted in all members voting in the affirmative except Mr. Hunt and Mr. Regan who voted in the negative.  The Mayor ruled the motion adopted.

Mayor Meeker moved approval of the ordinance adopting the schedule of rates, charges and rents.  His motion was seconded by Ms. Cowell and a roll call vote resulted in all members voting in the affirmative except Mr. Isley, Mr. Hunt and Mr. Regan.  The Mayor ruled the motion adopted.  See Ordinance 666.
City Manager Allen pointed out with the budget the Council has approved, the second year budget is out of balance.  We will just look at that as a planning document.

Mayor Meeker moved approval of the resolution adopting the operating budget of the municipal service districts, the resolution adopting the Capital Improvement Program, the resolution relating to internal service fund-risk management, the resolution relating to internal service fund – health/dental trust, the resolution relating to the internal service fund – government/enterprise equipment fund, resolution relating to internal service fund – vehicle fleet services, resolution adopting the operating budget of the GRCVB and the resolution adopting the two year budget plan.  His motion was seconded by Ms. Cowell.  Mr. Regan stated he would prefer to go through them one at a time.  The motion as stated was put to a roll call vote which resulted in all members voting in the affirmative except Mr. Regan, Mr. Hunt and Mr. Isley.  The Mayor ruled the motion adopted.  See Resolutions, 118, 119, 120, 121, 122, 123, 124 and 125.

Mayor Meeker expressed appreciation to the City Council and the staff who had worked so hard on adopting the budget.  He stated he think we do have a good budget and everyone has worked hard.  Mayor Meeker ruled the meeting adjourned at 6:30 p.m.

Gail G. Smith

City Clerk
jt/CC06-29-04
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