
Budget Work Session Minutes


June 15, 2009


CITY COUNCIL MINUTES
The City Council of the City of Raleigh met in a regular budget Work Session on Monday, June 15, 2009 at 4:00 p.m. in the City Council Chamber, Raleigh Municipal Building, Avery C. Upchurch Government Complex, 222 West Hargett Street, Raleigh, North Carolina, with the following present.



Committee
Mayor Charles C. Meeker, presiding
Mayor Pro Tem James T. West
Councilors Mary Ann Baldwin

Councilor Thomas G. Crowder

Councilor Phillip R. Isley

Councilor Rodger Koopman (arrived late)

Councilor Nancy McFarlane

Councilor Russ Stephenson

Also Present:
City Manager Allen



City Attorney McCormick



Chief Financial Officer James



Interim Budget Director Munro
Mayor Meeker called the meeting to order and the following items were discussed.
BUDGET PROPOSAL FY2009-10 – DISCUSSION HELD

Budget Note #20
City Manager Allen pointed out Council members received a corrected Budget Note #20.  He asked the Council to destroy the original and replace this budget note in their packet pointing out it was amended to reflect the full cost of benefits associated with personnel budgets. 

Budget Note #26 – Health Insurance Premium Increases

No questions

Budget Note #27 – Distribution of Performance Evaluation Ratings

Brief dialogue took place in response to Mr. Crowder’s question as to how the numbers were verified.

Later in the meeting, Mr. Koopman apologized for being late and asked the Council to go back to Budget Note #27.  He talked about the number of employees who received standard and outstanding performance evaluations and questioned the clusters.  He had questions to help him understand the information.

Budget Note #28 – Impact of Merit Pay on FY10 Proposed Budget

No discussion or unanswered questions.
Budget #29 – Overview of Parks and Recreation Services and Programs Provided to At-Risk Kids and the Impacts

No discussion or unanswered questions

Budget Note #30 – Questions Regarding Select Revolving Fund Budgets

No discussion or unanswered questions

Budget Note #31 – City Web Portal Project

No discussion or unanswered questions

Budget Note #32 – Irrigation Water Meter Accounts

No discussion or unanswered questions

Budget Note #33 – PUD Phase I Capital Improvement Funding Priorities
Mr. Stephenson had questions relative to several of the items such as exactly what the project covered such as service area growth, Neuse river east parallel interceptor Phase II.  In response to questions from Mr. Stephenson, Public Utilities Director Crisp pointed out the following projected utility rate increases that will be required to meet the obligations of the proposal, FY11 – 9 percent; FY12 – 9 percent; FY13 and 14 – 7 percent.  Assistant Public Utilities Director Robert Massengill answered questions concerning the projects.  There were no unanswered questions.
Budget Note #34 – PUD Special Appropriations in FY10 Proposed Budget
Mr. Stephenson had questions concerning the line item debt service with the City Manager answering those questions.

Budget Note #35 – Reuse Division Operating Budget Increase

No discussion or unanswered questions

Mr. Koopman arrives at the meeting at 4:15.

Budget Note #36 – Various Data and Information Regarding Public Utilities Department

Mr. Stephenson expressed appreciation for the information.  Mr. Stephenson talked about the Mayor’s May 11 memorandum and how that relates to the information provided.  He talked about a request to the City Manager and questioned when the City will see these projections respond to that request, that is, if we could bring actual demand down if we could keep the rates down.  Mr. Stephenson had questions relative to adjusting trends, historical data, debt service on the Capital Projects, etc.  There were no requests for additional information.

GENERAL DISCUSSION
Mayor Meeker expressed appreciation to the City Manager and the Department Heads and all who have worked on the budget.  He stated the staff had done an outstanding job pulling together the information requested, etc.  He stated most of the budget is not subject to debate.  The Mayor indicated he had been talking with various Council members to see where we are on the issues.  He pointed out what he had heard from Council members is that the Council wants to be sure we take extra steps for people in need of service.  He stated the proposed budget does not include a range adjustment but does include an increase in some of the health insurance such as higher deductibles or premiums for family coverage and he hears most Council members say they want to make sure that the employees do not take a step backwards at least stay where they are.  Mayor Meeker presented the following proposal which he feels responds to those concerns.  He explained each item.  
BUDGET ADJUSTMENTS

1.
ART Tier I Program with 40% City Participation
$   320,000 

2.
Full Human Service Recommendations
$     50,000 

3.
Inter-Faith Food Shuffle

$     78,000 

4.
Legal Aid

$     45,000 

5.
CASA

$     75,000 

6.
Tammy Lynn

$     82,000 

7.
J.T. Locke

$     20,000 

8.
Healing Place

$     10,000 

9.
Lost Generation Task Force

$     50,000 

10.
Not increasing medical plan provisions
$   925,000 

11.
Arts Per Capita @ $4.50

$   190,000 

12.
Sunday afternoon service at Sertoma Center
$       5,000 



TOTAL
 $1,850,000 

The above are to be funded by a decrease of $1,850,000 to the general fund’s allocation to the debt model. 

Separate Items

1.
Upper Neuse River Clean Water Initiative @ $1,500,000 with nutrient fee @ $1,222. 

2. 
African-American Cultural Festival to be funded at $75,000 with $105,000 reserve for at-risk youth initiative. 

3.
Worthdale Park Trail and Shelter to be built with savings on water reuse system bids. 

4.
Downtown Raleigh Affiance tax rate @ $.0786. 

5.
Approval of ART Tier I ticket sales methodology proposed by Mayor’s Committee for individuals with disabilities. 

6.
 Health insurance contract to be competitively bid in calendar year 2010. 
Mayor Meeker talked about the proposed budget which is a no tax or fee increase budget.  He went over is proposed adjustments and the separate items explaining his proposal is taking the City Manager’s proposal and making the changes as listed.
Mr. Stephenson had questions relating to the feasibility for the jobs first training which he understands is in the Community Development Budget, talked about the importance of the South Park History Projects and the need to include that in the budget in the range of $60,000, the Garner Road Y which is busting at the seams and the need to increase the allocation to them from $20,000 to $25,000 pointing out they provide after school opportunities.  He stated in terms of employees merit and range adjustment he understands the Mayor is not making any recommended changes with the Mayor pointing out that is correct.  Mr. Koopman talked the percentage of employees that receive merit increases and the Council talked about the merit program and the amount the merit program costs and the fact that the employees will averages about 1 to 1.5 percent range.  Budget Note #19.2 was discussed.

Mr. Isley had questions concerning the Mayor’s proposal to fund his additional items by decreasing the amount to the general fund’s allocation to the debt model and how that would impact future budgets.  City Manager Allen pointed out if it is a one-time decrease it will not have that much impact as long as it is replaced in subsequent years.  He stated however if we have subsequent decreases without replacements it could cause problems.  The City Manager pointed out if the allocation to the debt model is replenished in subsequent years there is no big problem.  Mr. Stephenson pointed out he has great concerns about how the State will balance its budget and what next year’s economy will look like.  City Manager Allen pointed out he feels we should expect the same difficulty in FY11 as it relates to developing our budget.  
Mr. Isley pointed out last year the City Council approved the Clearance E. Lightner Public Safety Center in budget session.  He stated he feels at this point we should unapprove it so we will not have the pressure of the $1.85 million debt service.  He pointed out if we take away that pressure it will make our debt model much healthier.  Mayor Meeker pointed out he understands Mr. Isley’s comments and Mr. Isley has been consistent in those comments.  He stated he feels the time to consider whether to proceed with the public safety center is when the design is done or completed, see where we are and if the economy picks up we can move ahead, if not, we may have to postpone the construction.  Mr. Isley stated he does not feel we need to continue with the design to him it would be more logical to stop now and if the economy picks up and things get better it could be put back in the budget.  
Mr. Koopman talked about merit increases pointing out a lot of people are losing their job or being furloughed.  He stated as he understands the Mayor’s proposal would be putting the medical benefit back to where they are now and that would be stabilizing employee benefits.  He stated in an economy where we have middle class people losing their jobs, losing their homes and many people not seeing any pay increases merit or other is not a time to provide increases.  Mayor Meeker talked about the merit pay plan and how it works and the philosophy behind merit pay.  Mr. Koopman stated he understands all that but we are in a time where private pensions have gone away, 401Ks do not exist, he just feels may be it would be best to wait and see what is going on in the rest of the city.

Mr. Isley expressed concern about the Arts per capita of $4.50, he stated he and his family are ardent supporters of the arts.  He suggested the arts per capita be moved back to $4 pointing out he just cannot justify in this economy keeping it at $4.50.  Mr. Koopman asked about putting it at $4.25 per capita with the Mayor pointing out that would be a reduction.  Mayor Meeker talked about Arts being one of the six economic drivers in our town and he does not feel it is a time to slow that engine down.  He talked about the importance of art as it relates to economic development, stimulating the economy, helping with hotels, restaurants, etc.  He feels it should be included as had been approved.  
Mr. Stephenson pointed out he too agrees we are in are a very difficult situation and talked about taking with his constituents about people loosing their jobs, being furloughed, talked about taxpayers who feel that everyone needs to carry their share and he feels we should focus on the safety net first and not indebt ourselves anymore.  He presented the following proposals.
	Employees
	
	

	
	
	

	Merit
	No increase; review in 6 mos.
	Responsive to tax paying citizens who are in equal or worse situation & Prep for State budget + next year’s economic unknowns

	Range
	No increase; review in 6 mos.
	

	Health insurance premium adjust for families – cover 7% increase
	925K
	Safety net

	
	
	

	Programs
	
	

	
	
	

	Interfaith Food Shuttle
	Restore FY08-09 funding
	

	CASA
	Restore FY08-09 funding
	

	Tammy Lynn
	Restore FY08-09 funding
	


	Tier 1 Accessible Transit
	Fund per Benton Compromise
	

	Other human services grants: restore 10%
	50K +/-
	

	Full Worthdale improvements funding
	Yes
	Motion:  full funding in PUD budget

	South Park History Project Phase II
	$60K w/scope adj. estimate
	

	Job Skills Training feasibility
	Yes
	Motion: full funding ($+/-$53K) in CD budget

	Garner Rd Y
	$25K
	

	Arts funding (review in 6 mos.)
	$4.25/capita
	

	African American Cultural Festival
	$75K
	

	Reserve fund for at-risk youth programs
	$105K
	

	JT Locke Resource Center
	$20K
	

	City Mgr
	No increase; review in 6 mos.
	


Mr. Stephenson pointed out his proposal is very similar to the Mayor’s, the difference relates to holding range or merit pay for 6 months to see what is occurring then.  He also included $60,000 for the South Park History Project Phase II and $20,000 for the J.T. Locke Resource Center.  He talked about those projects.  The other change would be Art funding at $4.25 per capita to be reviewed in 6 months.  After discussion, Leal Aid - $45,000, Healing Place - $10,000 and Lost Generation Task Force $50,000 was added to Mr. Stephenson’s proposal (as included in the Mayor’s proposal.
In response to questioning, Mr. Stephenson and Mr. West talked about the South Park History project, what it is suppose to do and the importance to the area, the Lost Generation Task Force, the African American Festival, and the J. t. Locke Resource Center.

Mr. Crowder questioned Mr. Stephenson’s proposal asking if Mr. Stephenson is suggesting putting six months allocation into the budget reserve account for merit pay or pay adjustments.  Ms. McFarlane spoke in support of the full funding of arts pointing out under M. Stephenson’s proposal it would be reduced and reviewed in 6 months.  She stated many of the groups are waiting for the Council to set the budget so that they will know how to plan their year and she feels it would be difficult if they do not know what they are getting at this point.  She stated it would be difficult to give part now and part later.

Discussion took place on the cost of the merit pay program and response to questions from Ms. Baldwin, City Manager Allen talked about the importance of our merit system.  She stated the proposal in his budget is not overly generous.  She talked about the real value he feels the City receives from the merit program.  He talked about the difference in the City of Raleigh and private business pointing out the City of Raleigh’s business is not going down, we are growing and business is growing in most of the departments.  He talked about the fact that we are looking at doing an increased volume of business with 85 fewer employers in the General Fund and a 12% vacancy rate in Public Utilities.  We are asking our employees to step up and provide a higher level of service.  He expressed concern about a proposal that would hold off merit increases for six months pointing out merit pay is the determined on an employee’s anniversary date.  If an employee’s anniversary date falls in the 1st six months, he would question what would happen if at the end of six months the City decided to reinstate the merit plan.  He expressed concern about that proposal and spoke in support of keeping the merit plan.  
Mr. Koopman pointed out no one wants to take anything away from the employees, talked about their challenges, keeping health care cost, the fact that the City is adopting a no layoff budget, talked about the stress of people in private industry not knowing whether they will have a job the next day but here we are looking at a budget that guarantees that the people will not be laid off or furloughed.
Ms. Baldwin pointed out the Council had just received Mr. Stephenson’s proposal and she does not feel she is ready to vote with Mr. Koopman agreeing.  Mr. Crowder stated he would like to see numbers put on Mr. Stephenson’s proposal.  Whether if the merit could be made retroactive was talked about.  Various Council members voiced concern about not being ready to vote, the importance of the issue and wanting to see more information on Mr. Stephenson’s proposal as it relates to dollar amounts.  Ms. Baldwin stated may be the City Manager could provide some guidance for creative ideas.  

It was agreed to hold further discussion and continue the budget work at the need of the June 16, Council meeting.
Adjournment.  There being no further business, Mayor Meeker announced the meeting adjourned at 5:20 p.m.

Gail G. Smith

City Clerk
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