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BUDGET WORK SESSION
The City Council of the City of Raleigh met in special budget work session on Monday, March 5, 2007, at 4:30 p.m. in the City Council Chamber, Raleigh Municipal Building, Avery C. Upchurch Government Complex, 222 W. Hargett Street, Raleigh, North Carolina, with the following present.

Mayor Charles C. Meeker, Presiding

Mayor Pro Tem James P. West (Arrived 4:45 p.m.)

Thomas Craven

Thomas G. Crowder
Philip R. Isley
Joyce Kekas

Russ Stephenson
Jessie Taliaferro
Also Present:

City Manager Allen

City Attorney McCormick

Chief Financial Officer Perry James

Budget Manager Buonpane

Mayor Meeker called the meeting to order and recognized Council Member Taliaferro.  Ms. Taliaferro pointed out she and Ms. Kekas attended the Muslim American event on Saturday and Mayor Meeker was honored.  The honor was accepted by Council Member Kekas and the Mayor’s wife Ann McLaurin in his absence.  She stated Council Member Thomas Crowder was also honored and she accepted the plaque on his behalf and presented it to Mr. Crowder.

BUDGET – 2007-2008 – PRESENTATION RECEIVED
City Manager Allen pointed out some time back Council Member Isley requested that the Council hold a prebudget workshop to receive input on how the 2007-2008 Budget may look.  He stated we are definitely in a prebudget stage.  Department heads have reviewed their budget with staff and we are the point of the City Manager sitting down with the various departments to make sure he understands their needs and requests.  It is very early in the budget process.  The staff does not have any semblance of a balanced budget.  He stated a PowerPoint presentation was delivered to the Council members on Friday so if there were any questions they could be formulated.  He stated the information will include a midyear current budget status, where we were this time last year and look forward to the second year of the budget which was adopted last year.  Staff will try to provide information on the City’s growth and how that growth impacts the budget and also touch on our debt situation.

Chief Financial Officer Perry James talked about the general fund for FY 06-07 pointing out we have had strong revenue growth spurred on by the good economy.  Sales tax is on track for a plus 5 percent growth this year with our property tax base growing at a little over 4 percent.  The utility franchise tax has had a positive mid-year result and we expect that the annual budget will be exceeded.  He talked about recent deregulation of the cable industry which essentially ended the franchise fee and public education government fee structure on December 31, 2006.  These fees have now been replaced by a sales tax fee on cable and video services.  Due to the uncertainty surrounding the new fee structure the City needs to be conservative with its revenue estimates and monitor the item closely.  He stated the expenses reflect normal patterns and trending to have positive budget variance at the year end.  The overall positive projected budget variances will enable a projected fund balance appropriation of approximately $12.5 million for next year’s budget while maintaining the City’s fund balance of 14 percent.  Our debt model was positively impacted by the dedication of 2 cents of tax rate from last year and provides some current flexibility for meeting possible short-term installment debt or land acquisition needs.  In response to questioning from the Mayor, Chief Financial Officer James indicated as far as sales tax is concerned we should be about a million dollars above budget and our utility franchise tax could be in the $1 to $2 million dollar range over budget.  It was pointed out this is all primarily contributed to annexation and growth of population with Mr. Allen talking about the new building permit values.

Mr. James talked about the general fund budgeted revenue sources and the utility operating fund.  He pointed out we just received confirmation today that we have maintained our Triple A by bond rating agencies.  He talked about the completion of all six mergers in the utility system and our utility financial policies which provide strategic parameters for fiscal management within the model.  Other financial points touched on included health benefits, the work of the Employee Task Force, other post employment benefits, parking fund remaining self supporting and the deficit fund balance in the Risk Management fund and how that will be addressed in the upcoming budget.  He touched on the City’s financial accomplishments which includes the Triple A bond rating for general and utility systems, financial modeling for Convention Center projects, reserves which have provided flexibility for strategic land acquisition, revenue bond issues for public utilities and the general debt model which reflects the ability to fund all currently issued and authorized unissued debt.

Budget Manager Lou Buonpane presented information on City costs and how they are competitive with surrounding towns.  He touched on the City’s low water and sewer rates, property tax rates and the overall cost of service and positions.  He presented information on typical cost recovery calculations of various departments.

City Manager Allen talked about the FY 07-08 budget projections pointing out as presented in last year’s biannual budget, the FY 07-08 budget projection included the following assumptions:  increase monthly solid waste fee by $2 (every $1 in SWS’s fee equals approximately $1.2 million in revenue); retail water rate increase of 9 percent and retail sewer rate increase of 9 percent; second increment of facility fee increase adds approximately $1.5 million and continuation of existing employee compensation changes.  The FY 07-08 budget projection included only 28 new positions which include 8 to support new Parks and Recreation facilities and maintain Fayetteville Street and 20 positions in the Enterprise Utility funds, new Convention Center preopening cost but no funding for additional phases of the Transit plan.  City Manager Allen spoke to the general fund budget drivers and made comparisons of projected increases over the FY 06-07 budget.  Ms. Taliaferro asked if the Parks and Recreation budget proposal would include any new planners or employees for the proposed bond package with it being pointed out not at this point.  Ms. Taliaferro talked about the cost recovery in Solid Waste Services pointing out we went to a new system in order to save cost but it does not appear that way.  The landfill charges and transfer station cost was discussed.  It was pointed out the landfill is projected to close in the beginning of 2008.

City Manager Allen talked about the financial challenges including debt trends pointing out large initiatives such as the proposed Parks Bond program will require new revenue sources.  He spoke to unfunded departmental needs related to growth and service levels, sales tax, diminished pay as you go capital cost, risk management fund, energy initiatives, other post employment benefits and unfunded major capital needs.  Mr. Crowder questioned if in the energy initiatives we are looking at a payback formula.  City Manager Allen talked about the number of employees per population compared to number of employees per population in previous years and presented slides on the population growth projection, housing unit projections, growth trends in Wake County, capital projects and capital projects not currently funded or partially funded which includes Fayetteville Street Phase 2, the 800 MHz radio conversion, Leonard tract acquisition and remote operation facilities land acquisition.  Ms. Taliaferro had questions relative to a breakdown of the capital projects not currently funded or partially funded asking for information on what has been funded with the City Manager pointing out the Leonard tract acquisition is the only thing that has any partial funding at this point.

City Manager Allen also went over a number of capital initiatives not currently funded.

Chief Financial Officer James went over information relating to the general debt capacity and touched on the 2008 reevaluation year which will impact the FY 08-09 budget.

City Manager Allen pointed out in conclusion we do have continued strong growth, efficient government operations and pointed out more flexible revenue options are needed and touched on the future capital and operating budget challenges.

Mr. Stephenson asked about Capital projects not currently funded and the ballpark price tag and time frame.  City Manager Allen touched on the possible cost and pointed out we are looking at a time frame of the next 5 to 10 years.  Mr. Stephenson talked about a report on Wake County and their projected long-term needs and how and if that will impact the City of Raleigh particularly the City’s bond ratings.  Chief Financial Officer James talked about what the rating agencies look at, what causes caution or raises flags and in response to questioning from Mr. Stephenson pointed out the main impact of Wake County indebtedness is due to the fact that citizens of Raleigh are also citizens of Wake County.  New revenue sources being discussed by the Wake County Blue Ribbon Commission and whether similar revenue streams could be available to the City was touched on.  Mr. James talked about streamlined sales tax that is internet sales and services not being taxed.

Mayor Meeker talked about the citizens needing to talk with our State representatives and others about revenue sources and needs.  It was pointed out this Council would be receiving the proposed budget the second meeting in May and will have work sessions in June with the budget being adopted on or before July 1, 2007.

ADJOURNMENT:

There being no further business, Mayor Meeker announced the meeting adjourned at 5:15 p.m.

Gail G. Smith

City Clerk
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