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COUNCIL MINUTES
The City Council of the City of Raleigh met in regular Budget Work Session at 4:00 p.m. on Monday, June 28, 2010, 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 Charles C. Meeker
Mayor Pro Tem James P. West
Councilor Mary-Ann Baldwin

Councilor Thomas G. Crowder

Councilor Bonner Gaylord

Councilor Nancy McFarlane
Councilor John Odom

Councilor Russ Stephenson

Mayor Meeker called the meeting to order at 4:03 p.m. and commented on the new census figure for Raleigh, which shows the population to be 405,000, making it the 45th largest city in the country.  He said what is really striking is the amount of growth in this most recent decade, over 40%, which makes Raleigh the fastest-growing of the large cities and is a remarkable milestone.
BUDGET – FY 2010-2011 – VARIOUS INFORMATION RECEIVED; AMENDMENT TO SCHEDULE OF PRIVILEGE LICENSE TAXES TO INCLUDE ELECTRONIC GAMING OPERATIONS – ORDINANCE ADOPTED; DEOBLIGATION OF PARKS AND RECREATION DEPARTMENT ECONOMIC RESERVE FY10 – APPROVED – ORDINANCE ADOPTED
Mayor Meeker stated the Council members would review the remaining budget notes before deliberating on the seven or eight issues that need to be decided by Council.
Budget Note #42 – Professional and Contractual Services
City Manager Russell Allen explained that the FY10 and FY11 professional and contractual services are broken down by the General Fund and Public Utilities.  There is a 13 percent decrease in the General Fund from the current fiscal year budget into the proposed budget for next year and an increase in Public Utilities.
There were no questions and the Mayor said this could be looked at further during deliberations later in the meeting, if necessary.
Budget Note #43 – Departmental Employee Goal Setting

The City Manager stated there is not one set City standard for goal setting, but the budget note reflects that most departments have a formal goal setting process for employees.
Mr. Gaylord said he had requested this information.  Some of the goal setting standards are clear and extensive; others are more informal.  He asked staff to continue to analyze the concept of formalizing a process for all departments that could be a best practice across the City, and added that this is not a necessary budget issue for today.

Budget Note #44 – Capital Project Residual Funds

City Manager Allen explained this was a request to look at active projects and what unspent monies remain, and whether or note they are in the capital reserve.  Staff specified there are several categories for handling these monies:  (1) put them in economic reserve, (2) use them for active projects that may be a little bit over budget, or (3) look at all reserves during the budget season and use them as a revenue in a fund reserve to fund capital projects.
Mr. Crowder expressed concern about some of these reserves, like planning in Southwest Raleigh District Improvements, that were put aside to help with economic development.  Even though it is called a residual in the budget, it is not, because nothing was ever undertaken.  He would like to see at least a portion of that continued and transferred to Community Services, where the department is working with the District D neighborhood alliance to look at how they could expand economic development opportunities in Southwest Raleigh.  Mr. Crowder clarified he was referring to Department #2410 (Planning), Project #9702 – Southwest Raleigh District Improvements.
The City Manager pointed out that would require a budget amendment.  The funding is in the economic reserve now, and a transfer would essentially involve moving the money from the reserve fund to the budget.

Mayor Meeker asked Mr. Crowder how much money he would like transferred and Mr. Crowder replied at least $150,000 to Community Services.  Mr. Crowder asked if the projects listed on page 44-3 are additional projects that had not been included in the reserve.  City Manager Allen told him that is correct.  Mr. Crowder is greatly concerned about having these added in.  He said Tryon Road has been pushed back greatly and he would like to see these funds used in Southwest Raleigh.  Mr. Allen reminded him that if the monies are not in economic reserve, there are still dollars there for those projects.  Mayor Meeker stated he is sympathetic to Mr. Crowder's comments, but he wants to ensure this is not the beginning of a lot of reallocations. 
Mr. Crowder made a motion to allocate $150,000 of the $300,000 in Project #9702 to Community Services.  His motion was seconded by Mr. Stephenson.
Mr. Odom said he would to see what other issues may arise during this budget discussion, and said he would rather hold this issue until the end of the meeting.  Mr. Crowder said he had no objection to holding it.
Ms. Baldwin questioned what the implications would be if this money was transferred out of the reserve, and whether the Council members were being as fiscally responsible as they should, if they approved the transfer.  City Manager Allen explained the economic reserve was set up over the last couple of years because staff knew there was probably a long rocky road ahead, and that this money might need to be appropriated for future budgets.  These projects all needed to be done in the years in which they were appropriated, but staff believed it was more appropriate to put the money in reserve.  Some monies have been released for emergency projects, and some were deobligated at the end of last year and this year because there was not enough revenue, particularly in facilities fees, to fund those projects and they had to be taken off the reserve list.  Approximately $3.3 million was used to help balance the FY 2010-11 budget so there would be a lower level of impact on customer service delivery and City employees would not have to be laid off.  If this money is used for recurring expenses, it essentially adds to the burden of the $3.3 million the City hopes to recover in FY 2011-12 through sales tax and growth.  The economic reserve is still about $14 million, even after all the other appropriations.  Mr. Allen cautioned that the Council needs to balance the amount of reserve it is comfortable carrying forward and the projects it wants to finish next year.

Ms. Baldwin asked how the projects were prioritized on the list, and Mr. Allen replied there is no priority to the list.  Council or staff could prioritize the list, if desired.
Mr. West said he would like a better definition of the outcomes relative to this particular transfer.  Mr. Crowder explained the funds were put in the Planning Department in a prior budget year to look at economic development opportunities in Southwest Raleigh.  The Planning Department has been extremely busy the past couple of years and nothing has moved forward on this.  Mr. Crowder does not want the funds to evaporate because of the Department's heavy workload.  Community Services has been working with the citizens in the district to create an economic development strategy.  Unlike the Southeast Raleigh Assembly (SERA), the Southwest District does not have a funding group, only a group of citizens who have been working together to try to address some of the challenges in Southwest Raleigh, especially economic development.  Mr. West asked if this pertains more to general quality of life and revitalizing the neighborhood community at large, and Mr. Crowder said yes.
Mayor Meeker said this matter would be reserved until the Council takes action on the full budget.

Budget Note #45 – Projection of FY 2010 Personnel and Fringe Expenditures

Mr. Gaylord stated he had a follow-up conversation with Acting Budget Manager Joyce Munro, and everything looks fine.
Budget Note #46 – 2005 Water Projection vs. 2010 Water Projection

Mayor Meeker commented it was remarkable that the peak day of 68.9 million gallons per day in 2000 was within a million gallons of the peak day this year, even though the system has over 40% more users now.  It will be interesting to see what happens after tiered rates are installed.
Mr. Stephenson said he had sent an e-mail to Public Utilities Director John Carman regarding projected FY11 Public Utilities Capital Projects, asking what percentage of each of the projects is for system maintenance and what percentage is for expansion.  Mr. Carman said he had sent his response to the City Manager.  Mr. Allen said he had sent the information to the Council approximately 30 minutes before the meeting, but he could distribute copies now.  Mayor Meeker asked staff to provide Council with the results now.
Assistant Public Utilities Director Robert Massengill explained the majority of the projects are related to maintenance.  When the department does a maintenance project and equipment is replaced, the department will typically upsize.  The Crabtree Interceptor Improvements is one of the larger projects and needs to be done for regulatory compliance for wet weather flows.  When a pipe is installed in the ground, it is a larger pipe to accommodate future growth.
Mr. Odom asked if it would be safe to say that maintenance is the largest issue, and Mr. Massengill responded affirmatively.  The bulk of funding is for replacement of pipes.  There are also pumps and booster pump stations that are in need of repair and/or replacement.


Mr. Stephenson said this item overlaps the rate discussion.  He understands from Chief Financial Officer Perry James that if the City commits to these projects this year, there will be no large immediate impact on the City's debt ratio, but it will be impacted next year.  The question becomes which projects are highest priority for system maintenance versus system expansion.  He noted there is $1,225,000 for the Little River Reservoir impact statement 100% expansion. Based on discussions of rate increases and his conversation with Mr. James about ways to maintain the debt ratio, it appears the options are either to raise rates or lower operating expenses.  He asked that copies of Mr. Carman's response be distributed to the Council for inclusion with the discussion of water and sewer rates later.
Budget Note #47 – Little River Reservoir Analysis

No comments.
Budget Note #48 – Capital Area Transit

Mr. Stephenson noted the new information in this budget note pertained to daily passenger volumes and passengers per service hour.  This is an example of the kind of ridership on the top three routes and the kind of headway improvements the Capital Area Transit projected for the third year of its five-year plan.  Mr. Stephenson hopes to find funding for these three routes to address overcrowded buses.  There is a lot of interest in ridership on these routes.  The dollar amounts for the enhancements are contained in Budget Note #36:   Route 1 – Capital – $316,500; Route 15 – WakeMed – $253,200; and Route 2 – Falls of Neuse – $182,880.  Some of the economic reserve projects could be the source of funding for these improvements.
Mayor Meeker pointed out that bus service is a recurring expense every year, so if bus service is increased, it would be better to have a recurring revenue source, such as a minor adjustment in the tax rate, than to take monies from a reserve fund, because that would create a budget shortfall for the following year.  Mr. Stephenson said he and the Mayor had discussed how the half-cent sales tax, if it passes, could be spent.  He had copied the Mayor with Transit Administrator David Eatman's e-mail in which Mr. Eatman said it is his understanding from discussions with Wake County staff that those funds could be applied to system improvements.  Ms. Baldwin noted that the legislation as currently written states the City must continue funding anything it is currently funding and cannot use the sales tax increase for that.

Transit Administrator David Eatman explained the transit sales tax legislation contains a "cannot supplant" clause.  The interpretation of that clause is in question.  Wake County's interpretation is that when the legislation was enacted, budgets that were in place at that time could not be supplanted.  That will allow agencies to continue to move forward with funding plans with the knowledge that if the funding does become available, it is possible it may be utilized under the half-cent sales tax.  Mr. Eatman was not able to clarify this with the County today.  Mayor Meeker said if that is true, then Mr. Stephenson's interpretation is correct.  Ms. Baldwin noted the Triangle Transit Authority's interpretation was otherwise.

Budget Note #49 – Electronic Gaming Privilege Licenses
Mayor Meeker stated this is a recommendation from the Budget and Economic Development (BED) Committee.  Assuming the Council adopts this ordinance and assuming such businesses are not made illegal by the General Assembly's adoption of a statute to prohibit them, he asked if the funds would go into the General Fund.  Mr. Allen replied affirmatively.
Mayor Meeker moved to approve the BED Committee's recommendation to adopt an ordinance amending the Schedule of Privilege Licenses relating to electronic gaming operations effective July 1, 2010.  His motion was seconded by Mr. Crowder and a roll call vote resulted in all Council members voting in the affirmative.  The Mayor ruled the motion adopted on an 8-0 vote.  See Ordinance 748.
Budget Note #50 – Capital Reserve Projects – Parks and Recreation
City Manager Allen said Mr. Crowder had requested more detail on deobligation of these funds.  This pertains to the facility fee in the current year that we do not have for parks, so there is a list of $854,375.  The item was on the June 15, 2010 City Council meeting Consent Agenda and Council pulled it to be discussed during budget work sessions.
Mr. Crowder said some of the items on the list are not necessarily residual, including the Raleigh Little Theatre Improvements, Theater in the Park, and Fletcher Park Access and Drainage.  Mr. Allen said he does not believe that any of the items are residual, and that all were budgeted.  Mr. Crowder said Parks and Recreation staff told him some of the funds were leftover funds, such as the Carousel Paintings, Carousel Building Improvements, and Fletcher Park Access and Drainage.  Senior Parks Planner Stephen Bentley explained that $236,899 of the $854,375 represents projects that have already been completed, and $617,476 represents projects that staff recommends delaying or deobligating this current fiscal year.  Mr. Crowder said he does not mind keeping them in reserve, but most of the bolded items have not been addressed yet.
Mayor Meeker asked if it was necessary to deobligate $854,375 to balance the budget for this year in terms of facility fees, and City Manager Allen replied affirmatively.  He said Mr. Crowder was looking at two different lists:  the master list and Budget Note #50.  There are residual funds left.  Mr. Crowder said he considers residual funds to be those left over on a project.  No money was ever expended on Theater in the Park.  Mr. Bentley said a study was completed that assessed the building condition for Theater in the Park.  Funds are left in that account for fire alarm and fire suppression system design, and staff is recommending deobligating a portion of that.  The $30,250 reserved amount is left over from the study account.  There is a study account and a theater account.  Staff recommends deobligating the remainder of the study funds and deobligating a portion of the capital account for Theater in the Park with some funds remaining for the implementation of the study.
Mayor Meeker moved to approve deobligation of the $854,375 shown in Budget Note #50 in order to help balance this year's budget.  His motion was seconded by Ms. Baldwin and a roll call vote resulted in all Council members voting in the affirmative.  The Mayor ruled the motion adopted on an 8-0 vote.  See Ordinance 749 TF 140.
Budget Note #51 – Clarification of Projects in Capital Reserve

City Manager Allen said he though Mr. Stephenson still had some questions about details on some of the capital reserves on the master list.  Staff is available to answer questions.

Mr. Stephenson thanked Mr. Allen for the detail in the background material, then went through his list of questions.  His first question pertained to Project #8282, Rock Quarry Streetscape.  The note for that item states "Streetscape Plan not adopted, funds to be reallocated to other Southeast streetscape projects."  Mr. Stephenson asked why the Streetscape Plan was not adopted.  Senior Planner Martin Stankus explained this plan area involved the area just north of Martin Luther King, Jr. Boulevard, in the small commercial district there.  The Planning Department made some initial avenues into the area a couple of years ago and held discussions with the neighbors, but for various reasons, it never evolved into a planning effort.  Following that, the Southeast District Plan Update included streetscape.  Mr. Stephenson asked about the plan for those funds.  Mr. Stankus suggested these funds could be transferred to the Southeast Streetscape Plan, which is large and has a number of projects.  Poole Road is another project next in line for improvement.
Mayor Meeker confirmed with the City Manager that these are projects that are currently in the reserve and if needed, can be used for operating funds; if not, Council can decide what to do with them once it is decided they are not needed.  They will remain on the reserve throughout this year if Council does nothing with them.
A short time later, Mr. West said an e-mail was sent by the City Manager stating this project was completed and there are reserve funds in the account.  He asked if the e-mail referred to this same project for $135,000.  Mr. Allen said it was the same one he referred to.  He did not distinguish between past projects, and his point was that the City was through with the Rock Quarry Streetscape projects.  Mr. West asked of that money could be transferred to the Southeast Raleigh Streetscape fund for other projects, and Mr. Stankus said yes.  Mayor Meeker interjected that could be done after they are no longer needed for the reserve; right now the monies are needed for the reserve.

Mr. Stephenson's next question was about Project #8955, Halifax Street Redevelopment.  Mr. Stankus explained that was funding to support the Hope VI project at Halifax Street; basically, it was for sidewalk improvements.  The sidewalk improvements have been made, and he thinks the funding came out of the sidewalk program, so that money was never allocated there and could be reallocated to another program or sidewalk program.  Mr. Stephenson read the note for this item, which states "These funds are to be transferred into the sidewalk fund to cover previous sidewalk improvements along Halifax Street."  Mr. Stankus said the actual funding for those sidewalk improvements that were implemented came from the sidewalk program, rather than the Halifax funding.
Mr. Stephenson asked Transportation Services Manager Eric Lamb for information regarding Project #9205, 4 Fayetteville Street Mall I and #9258, Fayetteville Street Renaissance.  Mr. Lamb explained these are both residual accounts from improvements that were done to convert Fayetteville Street from a mall to a street.  In talking with Dean Fox and the Construction Management Division, Mr. Lamb understands that technically, the accounts are still open with outstanding reimbursements associated with them.  The funds are still considered to be active.  He does not know the dollar amount for the outstanding reimbursements.
Mr. Stephenson asked about project #9362, South End Master Development.  Mr. Lamb said those are funds that were allocated to help with the transition of properties around the south end of Fayetteville Street from public to private ownership.  Mr. West asked where the south end of Fayetteville Street is located, and Mr. Lamb said it is the block where the Marriott hotel is and where the old Convention Center used to be; the next lot beyond that which is currently a parking field which will eventually have another block of Fayetteville Street associated with it; and the residuals on both sides of that block.
Mr. Crowder asked about Project #8539, Oberlin Village Streetscape.  Mr. Lamb said there was some stonework around the bridge area that was completed and this is what is left out of that account.  Staff asked to hold that in conjunction with potential future public/private work along Oberlin Road, including the streetscape conversion along the portion of Oberlin Road adjacent to Oberlin Village and the roundabout construction at Oberlin Road and Clark Avenue.
Mr. Crowder said he thought the design was ready for Project #9093, Peace Street Streetscapes.  He asked why these funds were put in reserve.  City Manager Allen explained that about $20 million of reserves were needed.  These are all active projects or projects everyone anticipated as important.  This was a project that had no urgent demand to be built so it was put on the reserve list with staff hoping to release at the appropriate point.
Mr. Crowder asked about Project #9443, Downtown West Gateway.  Mr. Stankus said this came directly out of the Downtown West Gateway Area Plan, which is now incorporated into the 2030 Comprehensive Plan.  It was to support a number of streetscape improvements, street trees and sidewalk improvements, mainly pedestrian infrastructure for South Street and Lenoir Street, about a block from the new amphitheatre.
Mr. Stephenson said his previous CIP economic reserve list only went through Fund #501 and #505.  He asked about Project #8383, Street Paving (Petition).  Public Works Director Carl Dawson explained that is an account which is used when neighborhoods want to bring their streets up to City standards and the City installs curb, gutter and sidewalks on the streets.  Historically, the City had money in that account to support those petitions as part of the Capital Improvement Program.  Mr. Stephenson asked if it ever included street paving, or was only for curb, gutter and sidewalk improvements.  Mr. Dawson replied that if the street was a dirt street and the neighborhood wanted to bring it up to standards, paving would be part of the improvements.  Typically, citizens request strip paved streets to be brought up to City standards.  Mr. Stephenson asked for an estimate of the cost for petitioned projects from last year that fall into that category, and Mr. Dawson said he was not sure.  It varies from year to year.  Some years there are not many petitions, other years there are many.
Mr. Stephenson asked about Fund #625, Project #8574, Community Facility Upgrades.  Mr. Bentley explained this is a Parks and Recreation account used for periodic updating of community centers, including bathrooms, partitions, painting, and sometimes flooring.
Mayor Meeker announced Budget Note #51 was the last one, and therefore discussion of budget notes was completed.
PUBLIC UTILITIES BUDGET – VARIOUS RECOMMENDATIONS – APPROVED; WATER UTILITY TRANSITION ADVISORY COMMITTEE CREATED

Mayor Meeker announced the next matter for discussion was public utilities rates.  The Council had received the City Manager's recommendation, and the Mayor had also asked that a supplement to that recommendation be circulated to the Council which would (1) eliminate the capacity fee or water nutrient reduction fee increase of $375 from new development, which results in an approximate $500,000 in loss of revenue; and (2) restore the expense cut funding for the Water Conservation Incentive Program, Wastewater Odor Control Program, De-Nitrification at the Wastewater Plan, Discontinuation of Fluoridation, and fund a portion of the Upper Neuse Water Initiative.  Items (1) and (2) add up to approximately $3 million.  To fund that amount, the water rates would be adjusted effective November 1, 2010 as follows:
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Mayor Meeker moved approval of the Public Utilities budget as recommended by the City Manager with the supplement as shown to restore the $3 million of activities and to pay for that amount by adjusting the water rate tiers to a higher rate as shown.  His motion was seconded by Ms. Baldwin.

Mr. Crowder offered a substitute motion to adopt a different proposal as follows: keep Tier 1 rates the same, Tier 2 would increase 4% instead of 9%, Tier 3 would increase 9%, the irrigation would increase significantly to $7.74, and retain the increase in the nutrient fee.  These items total approximately $4.15 million.  His proposal includes $1 million to continue the Upper Neuse Initiative, as well as restoration of the expense cut funding as per the Mayor's motion.  Mr. Stephenson seconded Mr. Crowder's motion.
Mayor Meeker thanked Mr. Crowder for the alternative motion, but said he will not support it because he thinks Tier 4 (irrigation) is somewhat high and he is not sure this is a good time to change capacity fees.
Mr. Odom asked how many gallons of water a day the City sells now.  Public Utilities Director John Carman replied approximately 65 million in the summer, which is still 10 million below peak, and the yearly average is around 50 million.  Mr. Odom asked what would happen if the City lifted the restrictions and let everyone water the way they want.  Mr. Carman said he could not predict an answer for that scenario.  Mr. Odom asked what would happen if the tiered system is installed and water consumption goes down.  Mr. Carman explained that about 90% of the system is fixed costs.  The City can incentivize conservation, but it will have to pay for the incentive.  A certain amount of money is needed to run the utility system; whether it runs at 70% capacity or 80% capacity, there is not a lot of difference in the cost for running the system.  The impact of tiered rates is an unknown factor, and the tiers are designed to produce a "soft" impact on users.  Software problems have hindered the implementation of tiered rates.  Mr. Odom stated he cannot support this if the City is decreasing service while raising rates.

Ms. McFarlane said she believes it is important to implement the $375 nutrient reduction fee so citizens will not have to bear the entire burden of increased costs.

The City Manager noted that during discussion of alternatives for the Little River Reservoir, Council probably sensed there will be an expectation of pricing incentives when a utility looks at generating new resources.  He believes tiered rates are the right direction to take for long-term conservation.  He also believes a balance has been struck so there will not be a large impact on the average usage customer and the high-end customers will not be driven away.  It will probably take a couple of full seasons before the actual effect of tiered rates can be determined.
Mr. Crowder said monthly rates will help citizens budget their money better than the current bimonthly rates.  Many residents in his district cannot meet their monthly bills because they are on fixed incomes.  One resident told Mr. Crowder his taxes are higher than his house payment was.  Mr. Stephenson commented that no one wants to raise the water rates.  However, the City has incurred debt, consumption is down and there is more capacity than is needed right now, and the City might "mothball" the Dempsey E. Benton Water Treatment Plant because annual operating costs are $3.7 million.  The alternative is how to keep from hurting the people who can least afford an increase in water rates.  People who use a lot of water will continue using and paying, which helps the City pay off its debt.  The City is building capacity for summer peak use and the more the City can incentivize so people will bring down that peak, rates can be kept low and water supply ensured for the future.
Mayor Meeker called the question on the substitute motion to approve the utilities budget and rates as recommended with the adjustments as set out in Mr. Crowder's handout.  A roll call vote resulted in Mr. Stephenson, Ms. Baldwin, Ms. McFarland and Mr. Crowder voting in favor of the motion and Mr. Odom, Mr. West, Mr. Gaylord and Mayor Meeker voting against it.  The Mayor ruled the motion failed on a 4-4 vote.
Mayor Meeker returned the discussion to the original motion.  Ms. McFarlane stated the Council is heading toward the same goal at cross-purposes.  The City needs to sell a lot of water but also needs to conserve.  She would like to see the creation of a Water Utility Advisory Committee to look at the entire utility model, including tiered rates, as well as the nutrient reduction fee.  Ms. McFarlane distributed a handout describing the proposed committee:

I would like to see the creation of a Water Utility Transition Advisory Committee, composed of local business and environmental leaders, along with knowledgeable consultants.  This committee will have a working budget and is directed to report to both City management and the Public Works Committee.  They will work on changing the City's water utility business model to make it more sustainable and fair to customers who conserve.  The committee could also investigate higher base rates for commercial, institutional and industrial customers that would provide more stability to revenues.  They will also review our impending tiered rates.


The Water Conservation Advisory Council has long asked for a detailed study of the potential costs and benefits of water efficiency and conservation options to guide the Council and City management's investments in water resources.  This could be overseen by the same committee.  Basically, we need someone that knows the facts to advise us on growth, potential water needs, resources (Little River) and what we can realistically expect from conservation and reuse potential.


This group can also work with staff with regard to rebate programs, i.e., decreases on fees if a new house in Energy Star rated, etc.


I would suggest that this group be formed in the same way that we have approached other task forces.  Nominations will be suggested from all Council members, with a recommendation back to Council of a final board from a panel of three City Council members.

Mayor Meeker stated he would treat that as a friendly amendment to his motion.  Ms. McFarlane suggested the new committee be composed of seven members, and the Mayor agreed.
Mr. Odom said he is not against this, but it is not solving the issue at hand, which is to get rid of debt.  He suggested letting the citizens make the choice to use water.  The City could use tiered rates, but take restrictions off water use.  Mr. Odom made a substitute motion to remove restrictions on water use.  The motion failed for lack of a second.

Mayor Meeker brought the discussion back to the main motion to adopt the Public Utilities Capital Operating Budget as amended by the rates set out in the June 23, 2010 memorandum from the City Manager, which would keep Tier 1 the same and increase the remaining tiers and non-residential rates, and to create the Water Utility Transition Advisory Committee
Mr. Stephenson asked where this motion would leave the City Manager's increase.  Mayor Meeker explained there would be an increase effective July 1, then another adjustment to the tiered rates effective November 1.  The July 1 rate is roughly $3.25 or $3.50 per house as recommended in the proposed operating budget.
Ms. Baldwin said she would prefer that the new committee report directly to the full Council.  There was no objection and the Mayor stated that would be a friendly clarification.

A roll call vote resulted in all Council members voting in the affirmative except Mr. Crowder, Mr. Stephenson and Mr. Odom.  The Mayor ruled the motion adopted on a vote of 5-3.
FY 2010-2011 OPERATING BUDGET – APPROVED – VARIOUS ACTIONS TAKEN – VARIOUS ORDINANCES AND RESOLUTIONS ADOPTED; CAPITAL AREA TRANSIT – ADDITIONAL SERVICE/FUNDING – REFERRED TO BUDGET AND ECONOMIC DEVELOPMENT COMMITTEE; SALVATION ARMY – REQUEST FOR FUNDING – REFERRED TO BUDGET AND ECONOMIC DEVELOPMENT COMMITTEE; FY 2009-2010 OPERATING BUDGET – AMENDED – ORDINANCE ADOPTED
Mayor Meeker distributed the following list of proposed budget adjustments with explanatory notes:

BUDGET ADJUSTMENTS

1.
Full Human Service Recommendations

$     50,000
2.
Inter-Faith Food Shuttle



$     77,500

3.
Tammy Lynn





$     87,500

4.
CASA






$     76,500
5.
J. T. Locke





$     20,000
6.
Hope Center





$     20,000
7.
Arts per capita @ $4.50



$   194,463
8.
Legal Aid





$     45,000
9.
Opera Company of NC



$       6,896
10.
Raleigh Ensemble Players



$     60,000
11.
Burning Coal Theatre




$     60,000
12.
Contemporary Art Museum



$     38,000 ($4,000 to City)
13.
Hillsborough Street BID (including opening)

$   105,000
14.
Healing Place





$     10,000
15.
Bicycle lane restriping



$   500,000

TOTAL





$1,350,859
A.
The above are to be funded by a further defunding of $1,350,859 of the capital projects in reserve.  Items 10-12 to be funded out of capital projects in Districts C and D.
B.
The promissory note of the Contemporary Art Museum in the principal amount of $26,000 is to be forgiven.
C.
Public Art Coordinator ($74,000) to be paid by CORAC allocation from per capita funding.
D.
$75,000 of At-Risk Youth funding to be transferred to create a reserve for an Economic Development Study for Low-Wealth Neighborhoods.
E.
Historic District Commission not to be audited individually or charged for the audit.
F.
The City Manager is to confer with Department Heads and report to Council by early August 2010 (a) which contracts for outside services may be terminated or scaled back and (b) what the effects on services will be.
G.
The City Manager is to recommend, for City Council approval, which additional capital projects are to be defunded.

Mr. Crowder asked why Items 10-12 would be funded out of Districts C and D, since they are City facilities.  Mayor Meeker agreed they are City facilities, but they are located in two central areas.  Mr. Crowder suggested revisiting some of the other economic development items.
Mayor Meeker added as a supplement to the above list a transfer of $150,000 from Planning 2410, Project #9702 Southwest Raleigh District Improvements, to a reserve fund for economic development in Southwest Raleigh.
Mayor Meeker moved to adopt the FY 2010-2011 budget as proposed by the City Manager with these amendments.  Ms. Baldwin seconded the motion.
Mr. Stephenson asked which of the economic reserve fund projects will go to fund this.  Mayor Meeker replied the City Manager will make recommendations back to the Council on the $14 million which is part of Budget Note #2, as to which of the $1,350,859 would be defunded.  It is possible some of those could be refunded if there are contract services that are reported back in August.  In the time being, the City Manager will report to the Council and Council will take action on that next week.
Mr. Stephenson said he would like to make a friendly amendment related to the Capital Area Transit (CAT) one-year bus service improvements discussed earlier.  (Clerk's Note:  See discussion of Budget Note #48 – Capital Area Transit)   He would add Route 1 – Capital – $316,500; Route 15 – WakeMed – $253,200; and Route 2 – Falls of Neuse – $182,880 for a total amount of $752,580 with the funding source the same as the Mayor's.

Mayor Meeker said that is actually a substitute motion, not an amendment to his motion.  Since it is a recurring expense, it needs a recurring source of revenue, and the economic reserve is not that kind of source.  The Council might need to consider a minor adjustment in the tax rate to fund those bus service improvements.  He noted that one-tenth of 1% would generate about $500,000 in tax revenue.
Mr. Stephenson asked if any other Councilors thought this was worth funding this year and would commit to finding a funding source for these types of bus service improvements in future years.  Mr. Odom agreed, and said most of the items on the list are recurring funds.  He does not think the taxpayers would appreciate a tax rate increase.  Mr. Odom seconded Mr. Stephenson's motion.  Mr. Stephenson clarified it is not really a motion; he just wants to know if other Councilors are interested in supporting at least a subset of his proposal based on the understanding that an additional source of funding would have to be identified next year.  Mr. Gaylord agreed the improvements are something the City needs, and he supports trying to find funding for it.  The Mayor suggested referring the proposal to the Budget and Economic Development Committee to see what could be done during the year.
With regard to Item F of the Mayor's list, Mr. Crowder asked that the City Manager consult with the district representatives to create the list before bringing it to the full Council.  Mayor Meeker accepted that as a friendly amendment to his motion.
Without objection, the Mayor stated that additional service and funding for Capital Area Transit would be referred to the Budget and Economic Development Committee.
Mr. West said he thought the Human Services Commission had recommended $10,000 versus $50,000 for the Lost Generation Task Force, and he wanted to know if that group would receive $10,000 or would receive nothing.  City Manager Allen referred Mr. West to Budget Note #15 which showed the Human Services Commission recommended allocating $10,000 for the Lost Generation Task Force.  Assuming the Council restores the 10% cut, it will be $10,000.
Ms. McFarlane asked about the Public Art Coordinator position.  She thought Council had a previous budget discussion about that position being funded as a City position and not be funded by Arts per capita funding.  Mayor Meeker said funding for the position is not from the per capita agency funding; it is from the Arts Commission share of approximately $200,000.  If it was a City position, additional funding would be necessary.
Mr. Odom asked if there is already a Business Improvement District (BID) project on Hillsborough Street.  Mayor Meeker said there is, and the funds on his list are to match what North Carolina State University is already contributing. Additionally, the Hillsborough Street BID is collecting taxes.
Mr. Odom reminded the Council members that the Salvation Army had requested one-time funding of $500,000, which he is in favor of.  It would match the County's contribution of $500,000.  It would also help move the Salvation Army out of Moore Square, which would be advantageous for the City in terms of future economic development for the Square.  Mr. Odom suggested taking $1.25 million out of the 14% unobligated fund balance for the Salvation Army's request and Mr. Stephenson's request for additional CAT bus service.  Mayor Meeker strongly opposed the suggestion, because part of the City's strategy to maintain its bond rating is to have a 14% unobligated fund balance.  Chief Financial Officer Perry James concurred the City's bond rating would drop if that 14% unobligated fund balance was reduced.
Mr. Odom made a motion to take $1.25 million out of the $14 million economic reserve.  The motion failed for lack of a second.

Ms. Baldwin said she would like the Salvation Army's funding request referred to the Budget and Economic Development Committee.  Without objection, the item was so referred.  Mr. Crowder said he would like to find out if there are any federal funds for homelessness that could help with that request.
Ms. Baldwin asked if $75,000 could be allocated to Southeast Raleigh and Southwest Raleigh economic development, for a total of $150,000.  Mr. West explained that Mr. Crowder's request for a transfer to create a reserve fund for Southwest Raleigh economic development pertains more to general quality of life and revitalizing the neighborhood community at large.  It is more community development than economic development.  In Southeast Raleigh, the reserve fund for economic development would be used to create more jobs, more businesses, etc. and would not deal directly with neighborhood development.  It would have implications for the whole City as well.  Mr. Crowder further explained that the money transferred from Southwest Raleigh Economic Development to Community Services would be used to engage the universities to look at creating an economic development strategy in communities, community stabilization and an economic development strategy to bring goods and services to that side of town.

Dr. West said the $75,000 for an economic development study for low-wealth neighborhoods would set up an Economic Development Commission, create a loan fund of $55,000 which would be based upon industry's best practice, and leverage an additional $165 million.  An additional $500,000 is requested to look at the lending portion of the plan.  It is necessary to look at best practices throughout the country to establish this Commission and how the City can effectively invest in uninvested areas in order to have more sustainable economic development.  The idea is to come up with a business plan that would look strategies and structures to create an economic development organization, and would focus on revitalizing and redeveloping commercial, industrial and mixed use districts consistent with the goals of the 2030 Comprehensive Plan.  Mr. West said he would call this local economic development in uninvested areas with certain outcomes that could be measured and identified.  He said the Southeast Raleigh Assembly (SERA) was established, it came up with this plan and has been working on it for more than nine years.  It was a companion piece to the Pacesetters Program at the Raleigh Business and Technology Center.  The Raleigh Area Development Authority (RADA) was established out of SERA to lead this plan.  However, this is not just a RADA initiative.  There are obligations from the City to address low-wealth minority communities where there is no economic development.
Ms. McFarlane remembers when the Council put this $300,000 in the budget last year.  She knows Mr. Crowder has been working on this in his district and Mr. West has been working on it in his district.  She thinks they both have distinctive ideas of what they would like to do, so she would like to keep the funding separate.
Mayor Meeker clarified the motion on the table as follows.  The Council will adopt the capital operating budget as proposed by the City Manager with the budget adjustments set forth on the handout dated June 28, 2010; with the additional item that $150,000 will be transferred out of the Southwest Raleigh District Improvements to a reserve fund for Community Services for economic development in Southwest Raleigh; and that Item F on the June 28 handout include the stipulation that the City Manager is to consult with the district representatives to create the list of capital projects to be defunded before bringing the list to the full Council.  He noted the motion had been seconded by Ms. Baldwin earlier.  A roll call vote resulted in all Council members voting in the affirmative except Mr. Odom.  The Mayor ruled the motion adopted on a vote of 7‑1.  See Ordinance 749 TF 140.
City Manager Allen suggested that the $500,000 for bicycle striping be approved as an amendment to the current year's budget, simply taking it out of the reserve.  He suggested the same thing be done with the $150,000 transferred from the Southwest Raleigh District Improvements capital project residual funds to Community Services.
Mr. Crowder said he should have recused himself from voting on the Hillsborough Street BID item, #13 on the June 28 handout.  Mayor Meeker moved to excused Mr. Crowder from voting on Item #13 on the June 28 handout.  Mr. Stephenson seconded the motion and all Council members voted in the affirmative.  The Mayor ruled the motion adopted on a vote of 8‑0.

Mayor Meeker moved to reconfirm approval of Item #13, Hillsborough Street BID (including opening) on the June 28 handout.  Mr. Stephenson seconded the motion and a roll call vote resulted in all Council members voting in the affirmative.  Mayor Meeker ruled the motion adopted on a 7-0 vote (Mr. Crowder excused from voting).
Mayor Meeker moved approval of the of the two budget amendments to the current year's budget as suggested by the City Manager to take the $500,000 for bicycle striping out of reserve, and to transfer $150,000 from the Southwest Raleigh District Improvements capital project residual funds to Community Services.  His motion was seconded by Ms. Baldwin and a roll call vote resulted in all Council members voting in the affirmative.  Mayor Meeker ruled the motion adopted on a vote of 8-0.  See Ordinance 749 TF 140.
Acting Budget Manager Joyce Munro distributed copies of the ordinances and resolutions that were necessary to enact the adopted budget for the fiscal year beginning July 1, 2010, noting that they reflect the discussion the Council just had:

1.
Ordinance Adopting the FY 2010-11 Budget

2.
Ordinance Adopting the FY 2010-11 Internal Service Funds

3.
Ordinance Adopting the FY 2010-11 Motor Vehicle Fee

4.
Ordinance Adopting the FY 2010-11 Revenue Indexing Fees

5.
Resolution Adopting the Operating Budget of the Municipal Service District

6.
Resolution Adopting the Operating Budget for the Greater Raleigh Convention and Visitors Bureau

7.
Ordinance Adopting the FY 2010-11 Water and Sewer Utility Rates

8.
Resolution Adopting the Capital Improvement Program

9.
Ordinance Adopting the FY 2010-11 Bond Projects

She noted the only item not reflected in the ordinance adopting the budget is a slightly different number for the Hillsborough Street BID, which was previously $100,000.  Staff will make the change to $105,000.  The first ordinance is the Ordinance Adopting the FY 2010-11 Budget, and the only change that needs to be made is to add the additional $5,000 for the Hillsborough Street BID.  The City Manager pointed out that Item #7 contains both the July 1, 2010 and November 1, 2010 utility rates.
Mayor Meeker moved approval of Item Numbers 1 through 6, 8 and 9 including the addition of the $5,000 for Hillsborough Street BID.  Mr. Stephenson seconded the motion and a roll call vote resulted in all Council members voting in the affirmative except Mr. Odom.  The Mayor ruled the motion adopted on a vote of 7-1.  See Ordinances 750, 751, 752, 753 and 755 and Resolutions 187, 188 and 189.
Mayor Meeker moved approval of Item Number 7.  His motion was seconded by Ms. McFarlane and a roll call vote resulted in all Council members voting in the affirmative except Mr. Odom, Mr. Stephenson and Mr. Crowder.  The Mayor ruled the motion adopted on a vote of 5-3.  See Ordinance 754.
Mayor Meeker thanked staff for all their hard work and said Council looks forward to a good year next year.

ADJOURNMENT

There being no further business before the City Council, Mayor Meeker announced the meeting adjourned at 5:22 p.m.

Leslie H. Eldredge

Deputy City Clerk






