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SPECIAL CITY COUNCIL

The City Council of the City of Raleigh met in regular session on Monday, June 28, 2004, at 4:00 p.m. to discuss the proposed 2004/2005 Budget.  The Council met in the City Council Chamber, Raleigh Municipal Building, Avery C. Upchurch Government Complex, 222 West Hargett Street, Raleigh, North Carolina, with the following present.

Mayor Meeker, Presiding


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 staff for all the hard work and dozens of hours involved in putting the budget together.  The following items were discussed.
BUDGET PROPOSAL – 2004/05 – DISCUSSION HELD; TO BE CONTINUED JUNE 29, 2004
City Manager Allen pointed out staff had provided Council member with detailed budget notes responding to the various questions which had been asked to this point explaining he would be glad to answer any questions.  There was discussion on the various budget notes and the following is a summary of unanswered questions or requests for additional information:
Budget Note No. 47 – Professional and Contractual Services City-wide – No questions or comments.

Budget Note No. 48 – Response to Councilor Regan’s changes in the Operating Budget – City Manager Allen pointed out Council members had received an addendum to this budget note at the Council table.  Mr. Regan expressed appreciation pointing out this was the exact information he had requested.
Budget Note No. 49 – Consultant Summary II – Ms. Taliaferro expressed appreciation to staff for putting together the information pointing out it gives her a much clearer picture of the consultant issue.  Ms. Cowell pointed out she understands we need consultants when we do not have the expertise.  She pointed out however she does have concern relative to the Parks and Recreation Department where the City is paying $2,400 to $2,700 to people to teach classes.  She stated if we do not have the interest she does not feel the City should sponsor the class.  City Manager Allen pointed out generally we have enough class registration to pay for the fees but they still have to be considered contract employees.  Mayor Meeker pointed out it is an extensive list of consultants and questioned if there is some way to trim back on the use of consultants.  City Manager Allen pointed out the City staff tries to be very careful when recommending a consultant.  We work hard to define the scope of the contract, cut the consultant loose as soon as possible, etc.  He stated staff would try to take on that responsibility as a management team that is look at ways to cut back on consultant work.  Mr. West pointed out we have to keep in mind that we do not have to pay fringe benefits for consultants.  City Manager Allen pointed out the Council had ask that this be placed on the City Council’s agenda as a special work item for the future.
Budget Note No. 50 – Council Hunt Inquiry on Available Fund Balance – Mr. Hunt expressed appreciation pointing out this information helps him understand municipal finances better and explained his interpretation with Chief Financial Officer James explaining how appropriation from prior years are handled.
Budget Note No. 51 – Raleigh Citizens Advisory Council – No unanswered questions.
General Discussion - Mayor Meeker pointed out he had talked to Council members individually trying to put together a proposal.  He stated he understands Mr. Crowder also has a proposal.  Mr. Crowder presented his proposal which he explained does not require a tax increase.  Mr. Crowder presented the following proposal explaining each.
A.
Revenue Additions

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

2.
Rental privilege license (variable fee – see below)
$3,400,000

3.
Additional Inspection fees
$   750,000


4.
Housing abatement/nuisance charges
$   250,000

5.
Billboard property tax ($500 annually)
$     75,000

6.
Cash management interest
$1,000,000



$5,975,000

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.
Parking Deck Retail
$   200,000



$4,585,000

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.
NeighborWoods
$      50,000

11.
Sunday bus service (effective 1/1/05)
$    500,000

12.
Additional park department operations
$    100,000

13.
Play Space
$      15,000



$1,145,000
D.
Miscellaneous

1.
Variable rate alternative for Barwell Road, Brier Creek parks

2.
Revised list of park bond projects (Pullen 3,000,000 included)

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

4.
Real property tax rate of 38.5¢ (no increase)

5.
EPMO expenditures to be brought to Council for review

6.
Parking fine to be $12

7.
Rental privilege license fee as follows:


$100 ea. – one to five units


$75   ea. – five to ten units


$50   ea. – ten to twenty units


$25   ea. – over twenty units
Mayor Meeker presented the following proposal explaining how it differs from Mr. Crowder’s proposal.
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



$2,500,000
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



$4,743,000

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



$1,095,000

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

Mr. Crowder and Mayor Meeker explained each item in their proposal including information on required General Assembly action, the likelihood or unlikelihood of the General Assembly funding traffic signal upgrades and why each item was included.  Various Council members asked for clarification on several items.  Mr. Crowder emphasized the only business which operates in the City of Raleigh that currently doesn’t have to purchase a privilege license is residential rental companies.  Ms. Taliaferro had questions about Optimist Pool.  She also questioned the EMPO line with it being pointed out the proposal calls for any expenditures other than the approved position to be bought back to Council.
Mr. West pointed out since he has been on the City Council he has tried to do things to strengthen our neighborhoods and one way to do that it through the CAC’s.  He expressed concern about the proposals eliminating the two community service positions.  He talked about the work of the CAC’s, the number of people involved, the underfunding in the Community Services Department and the need to have these new positions.  He stated he feels the two Community Services positions will help neighborhoods and communities to be empowered.  Ms. Taliaferro agreed.

Ms. Taliaferro expressed concern about eliminating the traffic signal upgrade pointing out that is the City’s top priority before CAMPO.  She talked about other things she is struggling with including pay increases, public safety, the ART program, Sunday bus service, Brier Creek/Barwell Park, replenishing our reserves, etc.  She stated it gives her great discomfort to be talking about a tax increase at the same time we are talking about funding the parks bond projects.  The previous Council said the parks bonds would not be issued until such time as the economy is better.  She suggested putting off issuing the parks bonds.  She also expressed concern about expanding funding above the current level for nonprofits and funding to DRA.  She stated however she would keep an open mind on those issues.  
Mayor Meeker agreed the Traffic Signalization Project is our top transportation priority but talked about the amount of funds it will require.  He pointed out there is nothing in the current TIP for this project so he does not feel it will be funded this year.  Rather than putting money in reserve for a number of years, he feels we should see what happens and see if we can get it in the State’s funding in the next TIP.  He stated he understands Ms. Taliaferro’s concerns about the parks bonds.  He stated the downtown funding is a judgment decision.  He pointed out he also understands Mr. West’s comments and concerns.

Mr. Crowder stated he had no problem with including the two Community Service employees.  He stated he felt the RCAC would want to look at any reorganization but that is a separate issue.  He talked about downtown infrastructure and the amount of money spent and where housing units are being located throughout the City.  He stated he feels that information shows that we are in fact subsidizing sprawl and development.  He pointed out he would be willing to look at the impact of that but when we continue to put the tax burden on citizens who are on fixed incomes, he has concern and he cannot support a tax increase at this point.

Mr. Regan talked about the need to put money into public safety before we get into organizational issues.  He talked about the Police Chief’s remarks included in a June 14 memo about gang activity.  He talked about the increase in gang activity, what is occurring in Durham and what they are doing to address the situation as well as what is occurring in Raleigh.  He spoke about gang activities at length pointing out he feels we are doing a horrible job of supporting our Police Department and keeping our police officers safe.  He expressed concern about the City’s priorities again pointing out he feels public safety should be the City’s top priority.  Mr. West expressed concern about Mr. Regan’s remarks, talked about community oriented policing and the impact of that and the importance of empowering communities to work with police officers.  Mayor Meeker talked about the number of police officers that have been added in the last couple of years.  He talked about the District System being very efficient and talked about salary adjustments that have been made in the Police Department.  He stated he feels the City Council has been very progressive as it relates to public safety.

Mr. Crowder stated he agrees with Mr. West’s comments about keeping the two Community Service personnel in the budget but we do need to have some communication with the RCAC as well as the CAC’s on how they will be utilized.  He pointed out his major issue with the budget is the impact on senior citizens who can least afford a tax increase.  He pointed out he would consider looking at impact fees to balance the budget but just cannot go along with a tax increase.  We have many people who live on fixed incomes and he doesn’t feel it is fair to ask them to get a reverse mortgage or some other vehicle such as that in order to pay their taxes.  He stated we should look at an industry which has never had to pay for a privilege license such as the residential rental people.  He talked about the growth in the area and on the fringes and talked about his philosophy that growth doesn’t pay for itself.  Discussion about Cary, its growth rate, high impact fee and high taxes followed.

Mayor Meeker pointed out the City Manager’s budget does have money for a study of impact fees.  Mr. West talked about conversations he had with people from Cary as it relates to impact fees and pointed out the advice he received was that the City should go very slow.  He stated he has no problem with looking at impact fees but suggests we go very slowly to make sure we are on strong ground.

Ms. Cowell talked about her philosophy and desires to help the homeless, public safety, Sunday bus service, support for the Healing Place, Human Service expenditures, etc.  She stated the traffic signal upgrade seems to be the biggest issue on the table.  She talked about looking at impact fees in order to let growth pay for itself.  She stated she would be willing to consider an inspection fee increase.  Mr. Crowder again spoke about the possibility of considering impact fees pointing out he is not talking about the City of Raleigh going to the level that Cary has but we could go to somewhere in between and still be below their rate and provide a bargain place for development.  Mr. Regan pointed out studies on impact fees have already been brought to the table.  Both have said that development does pay for itself.  Mr. Hunt talked about the development community and the impact they have on an area.  They bring jobs to an area, provide payroll, job opportunities, etc., so that people can pay tax.  He called on the Council to not overburden any one business or aspect of our City.  Mr. Hunt talked about the amount of money spent on consultant’s services and questioned if there are reductions that could be made in some of the departments rather than looking at increasing fees or increase in taxes.  He stated he feels we should look at the budget in that aspect that is look at how to decrease the expenses rather than increase revenue.

Mr. Regan referred Council members to revised budget note #48.  He stated rather than have a tax increase, he would suggest a method to have a tax decrease.  He suggested eliminating all privilege license with an estimated revenue adjustment of $3,900,000.  He would further propose eliminating all non-essential services listed under the expenditure adjustments on revised budget note #48.  He would consider solid waste an essential service so that would have to be added back, then add to the budget all of the general items listed on revised budget note #48, add fees to cover 100 percent of the park expenditures or at least 50 percent.  He stated if we do that we would reduce the budget by eliminating $22,000,000 for non-essential services.  We would add back the $11,000,000 and would end up with a 3.3 cent tax reduction.  Mr. Regan moved the Council follow that proposal.  Mr. Isley seconded the motion for the sake of discussion.
Mr. Isley expressed appreciation to Mr. Regan for his hard work in trying to reduce the proposed tax increase.  He stated however he has some concern about taking funding away from Human Services, pointing out the City does not fund Human Services that much and questioned if Mr. Regan would consider some funding for Human Services.  Mr. Regan stated he could compromise on that item.  He stated however what he is suggesting is that the Council not have a tax increase but in reality have a tax deduction.  He stated he does not feel that the City as a body has responsibility for Human Services; however, all Christians in the City do have the responsibility to help each other but he could compromise and add some funding for Human Services.  Mr. West expressed concern pointing out he wished we lived in an ideal world where everyone will all do good.  He pointed out he has said on many occasions to have a great city we must have great people.  We have to do things to help develop great people.  He talked about the dollars that goes to non-profits and the importance of that funding.  He also talked about the importance of the bus system and the ART program and told of situations where the ART program enables people to have a job and get to work.  He pointed out to do away with all the funding for non-profits, bus service and things like that he feels comes across as mean spirited.
Mayor Meeker talked about Mr. Regan’s proposal expressing concern about eliminating funding to arts and human services.  He pointed out if we eliminate the debt service on One Exchange Building, the building will go into default.  If we cut our bus and transit subsidy all bus service would stop.  If we do not provide debt service for parking decks the decks would go into foreclosure.  Community Services and Community Development is very important.  Under Mr. Regan’s proposal we would have to close the convention center.  The parks would not be used as the fees would be increased to the point that it would not be economically feasible.  He stated he does not feel it is economically feasible that we could raise the fees to cover 100 percent or even 50 percent of the parks expenditures.  He just does not feel the proposal will work.  He understands what Mr. Regan is trying to do but he just does not feel following that course of action is responsible government.  Mr. Regan stated he does not feel the City should be in the parking deck business and he understands the concern about eliminating the debt service for One Exchange Plaza.  He is not talking about them going into foreclosure or default he is suggesting that they be sold and run by private enterprise.  He stated he hopes Mr. West and others do not feel he is being mean spirited.  He is just looking at reality and is trying to make sure the City is involved only in those issues that the founding fathers of this country said cities should be involved in.
Discussion followed as to the Constitutional authorities granted to cities, things that have changed since the writing of the Constitution and amendments to the Constitution.  Ms. Taliaferro called for the question.  Mr. Hunt stated he understands Mr. Regan’s motion and philosophy and he doesn’t think we should just trash the idea and throw it out; however, he would like to have time to study it; therefore he made a substitute motion to defer action on the motion on the floor until the Council has had an opportunity to study it further.  His substitute motion was seconded by Mr. Regan and put to a vote which resulted in Mr. Hunt, Mr. Isley and Mr. Regan voting in the affirmative and the remainder of the Council voting in the negative.  The Mayor ruled the motion defeated.  Mr. Regan’s motion was put to a vote which resulted in Mr. Regan voting in the affirmative and the remainder of the Council voting in the negative.  The Mayor ruled the motion defeated.
Ms. Taliaferro pointed out she feels there are some areas of agreement on the proposed budget and would echo Mr. Hunt’s suggestion that the Council have more time to consider the areas where there is not agreement.  Ms. Cowell questioned the homestead exemption with the City Manager pointing out State law does provide for homestead exemption but he is not sure the Council has the authority to exempt anything other than what is allowed by State law.  In response to questions, City Manager Allen pointed out what the State law allows has already been factored in the budget proposal.  Ms. Cowell asked about the possibility of increasing inspection fees to cover the parks bond debt service pointing out she agrees that a property tax increase to cover the parks bond should not take place.  Discussion followed on the parks bonds and what would be included if the bonds are issued.  City Manager Allen referred the Council to Budget Note 26.1 and 26.2.  In response to question Mr. Allen pointed out a reinspection fee for a full year would bring in approximately $1,000,000.  Where inspection fees are as it relates to covering the cost of the department was talked about.  City Manager Allen pointed out the reinspection fee is a new proposal.  He explained how the reinspection fee would work, pointing out this proposal would charge $60 for the second reinspection fee.  The first reinspection is free.

Ms. Cowell pointed out it seems that everyone agrees that we should keep the two community service people in the budget.  Ms. Taliaferro talked about the funding that has been provided as it relates to inspection and quality of life issues.  She stated if we do not fund the parks bond that would free up money to pay for other needed things.  She stated when the parks bonds were voted on the previous Council promised the people the bonds would not be issued until such time as the economy gets better.  She does not feel we should have a tax increase to pay the debt service on the parks bond.  She stated we cannot afford to do all things but she feels we should do what we can in police, fire, parks maintenance, community service, new inspectors, but we must realize we can’t do it all.
Mayor Meeker talked about deferring the parks bond and putting that money in a holding pattern.  Ms. Cowell talked about Council members indicating they just could not ask the citizens to pay a tax increase if growth doesn’t pay for its share.  She stated if we do not have an impact fee for new development then she could go with raising inspection fees.
Comments were made with Mr. Hunt pointing out the proposed budget has a $46,000,000 increase in revenue.  He stated if that did not come from revenue generated by growth he would question where the new revenue comes from.  Council members talked about water and sewer rate increases, stormwater utility the part growth plays in the revenue stream.  Mr. Hunt talked about his opinion that growth does pay for itself.  The relationship of growth, tax base increase and how that works as well as sales tax and how they play off of each other was talked about.  Mr. Hunt stated he just does not want to add additional burdens to the business community.  Mr. West talked about the need to keep up and address the needs of the City on a timely basis pointing out if the Council does not take action to keep up with the needs we are going to be in the same shape next year.  We must do something to keep the income streams and expenditure streams on the same level.
Mr. Regan stated he is very concerned about proper funding for police and fire.  He stated he saw no reason for the City to own One Exchange Plaza and talked about the debt service on that building and how many police and fire personnel that could fund.  He stated only 60 percent of One Exchange Plaza is rented out and he feels if we sold that building we could add to funding for police and fire, fund cable upgrades so that we could provide training for the fire department, etc.  Mr. Regan moved that the City Council sell One Exchange building and use that money to fund the hiring of 9 additional police officers and add cable training for the fire department.  His motion did not receive a second.
General discussion took place on re-evaluation and when that occurs and the possibility of doing re-evaluations more frequently.  Mr. West asked that the City Manager provide some information on that possibility.

ADJOURNMENT
Mayor Meeker ruled the meeting adjourned at 5:15 p.m.

Gail G. Smith

City Clerk
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