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COUNCIL MINUTES

The City Council of the City of Raleigh met in budget work session at 4:00 p.m. on Tuesday, June 14, 2011, in the City Council Chamber of the 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 Nancy McFarlane




Councilor Mary-Ann Baldwin




Councilor Thomas G. Crowder




Councilor Bonner Gaylord




Councilor John Odom




Councilor Russ Stephenson



Councilor Eugene Weeks

Also present were City Manager Allen, City Attorney McCormick, Chef Finance Officer James, Budget Manager Monroe and various department representatives.

The following items were discussed with action taken as shown.

WATER UTILITY TRANSITION ADVISORY TASK FORCE – INTERIM REPORT – RECEIVED
Bill Holman and Peter Scott, Co-Chairs of the Water Utility Transition Advisory Task Force, Mary Brice and others were at the meeting to provide an interim report.  Mr. Holman and Mr. Scott gave the attached report detailing the various comments outlined in the report.

Points of discussion during the report included questions from Mr. Stephenson referring to Budget Note #27 about conservation in non peak times and peak times.  Cost and reserves and the need to have non rainy day funds for short term versus long term was touched on. 

It was pointed out we do not have methodology to do cost benefit assessments as it relates to current and/or potential conservation and efficiency measures.  The WUTAT has asked staff to develop that and run all the programs against it before we put a program into effect.  We have cost we have to recover and we got a lot of work to do in developing the methodology to evaluate the various programs.  

Mr. Stephenson indicated as he understands the merger partner rates are set to recapture the capital cost and questioned why that is not the same concept when we look at the reuse system and the contracts we have in place.  Mr. Scott pointed out we need to have that methodology to make the proper assessment.  Mr. Holman talked about the need to know how much of the reuse is water and how much is wastewater.  Mr. Stephenson pointed out the City is making a capital investment for the reuse system and he does not understand why we are not asking the customers to pay like we do our merger partners as we are raising the water rates for our customers to pay for things such as this.  Mr. Scott indicated the WUTAT doesn’t recommend raising water rates, their recommendation relates to wastewater.  
Assistant Public Utilities Director Waldrop talked about the need to go through the assessment exercise as it relates to the program.  He talked about the funds that have been expended in southeast Raleigh for the reuse and the Zebulon area.  The amount for the Little River and various costs we have to look at and exercises we need to go through and the methodology to analyze the various programs.  The current cost for reclaimed water versus potable water, the various concepts and sometimes competing needs and how they play into developing rates, etc., was vetted, with Mr. Waldrop talking about how this is a complicated assessment, you are looking at water supply, drinking water supply, reclaimed water and reuse, peaks systems, non peak systems.  Mr. Holman talked about the city’s work with the State and others to try to answer all of these questions the need to have the tools to evaluate, and how to best approach this was talked about.  Mr. Crowder questioned if the group has looked at best practices throughout the country with it being pointed out there has been that exploration and explained some of the concepts the other cities are utilizing or studying.

Mr. Gaylord questioned if there are any State regulations that need to be addressed to help with the situation and help make best determinations.  Mr. Holman indicated most of the things that the group has been looking at are things that are under the City’s control.  He stated as they go along with their work if they see something, they will be glad to provide that input to the Council with Mr. Gaylord pointing out if necessary we could add suggestions to our legislative agenda.  Mr. Stephenson questioned as we move along if we should seek the authority for the use of reuse water systems for potable water with Mr. Holman talking about perception problems or education impediments.  The need for public support was also talked about.  The need to move forward to try to get legislative authority to remove, impediments or obstacles relating to the use of reuse water and direct potable use problematic perceptions in the United States was talked about with it being pointed out there is some work being done on the national level to address that type concern.  
Ms. Brice talked about the new rules created as it relates to the City and the fact that comments received thus far indicate that the new legislation may not go far enough.  She encouraged the City to make its position known with the State on the various legislation being considered.  
Mr. Waldrop talked about things that are happening on a national level and referred to San Diego and whether that would have any impact on rules in North Carolina.  Impact of possible legislation on Little River and problems in getting that permitted was touched on.  
Mr. Holman pointed out he is an advocate for reuse system but he is also an advocate of going slow to avoid any negative setbacks.  Mr. Stephenson asked about our existing contracts for reuse water and whether there is a way to modify those contracts if and when legislation changes.  The group indicated they were working on the business models going forward and trying to do anything they can on analysis, etc.  
The Council expressed appreciation to the group for their work and the report was received without any action.

BUDGET NOTES AND OPERATING BUDGET - REVIEW – COMMENTS RECEIVED

Budget Note #20 May 17, 2011 Items Referrred to Budget Work Session.  No discussion
Budget Note #21 Human Service Agency Appropriations – No discussions

Budget Note #22 Responses to Councilor Gaylord’s June 1 Questions
Mr. Gaylord stated it would be helpful to him to have some type special flow chart.  He stated he is just having difficulty understanding where the funds are flowing from and to and the possibility of having a threshold and developing a special chart on one fund.  It is difficult to understand pointing out in addition citizens are having difficulty understanding where their taxes or their funds go.  He stated for instance the solid waste fee or water and sewer fee.  When a citizen pays those fees where does the money go.  He stated if staff could take a stab at putting together some type model, it would be helpful.
Mr. Stephenson stated he would like information on where the fund balances come from, pointing out though out the budget he sees places where it says revenues “from fund balances,” where are the fund balances.  Chief Financial Officer James talked about how we utilize fund balances to balance the next year’s budget.  If we have line items where the money is not spent at the end of the year it can be transferred to next year’s budget and re-appropriated.  Mr. Stephenson stated he understands that in operating budget but questioned the capital budget with City Manager Allen pointing out it depends on the capital item.  He stated we normally keep funds in a capital line item for about three years after a project is completed to cover unexpected items.  He stated if those funds are not needed it is brought back to the Council to re-appropriate.  He stated the funding for the Hillsborough Street roundabouts is a good example.  We were able to cobble together left over funds from various projects in order to fund the Hillsborough Street.  Mr. Stephenson stated for example on Page 22-8 of Budget Note #22, there are several entries that say “from fund balance” he just wonders what it is a balance of or where does the money come from or show up in the budget documents.  He was wondering if we could have some listing to show what CIP projects have left over money.  City Manager Allen pointed out it is monies that are setting in a capital account until the project is closed out and once it is determined that it is not needed on a project it is brought to Council for re-appropriation.  Mr. Stephenson and Mr. Odom questioned if a list could be developed showing where there are left over funds in various accounts.  Where do they see that in the budget.  They stated it is hard to make a decision to redirect or re-appropriate funds unless you know they are available.  Mr. Stephenson asked if the Council could not be provided a listing of funds that are in line items and the project has been completed.   Chief Financial Officer James and the City Manager talked about the budgeting process, how funds are rolled over to the next year and the fact that this is done on a case by case as need basis.  They are looked at individually and it is not needed the money is rolled over to the next budget.  Mr. Stephenson stated it would be good to have a list of where all of the money is that shows up as “from fund balance” that is, what fund balance.  
There was a brief exchange by Mr. Gaylord and Mayor Meeker concerning rental space and utilization of the money to pay rental could be used for renovation of existing City owned facilities.

Budget Note #23 – City Organizational Charts
Mr. Stephenson asked that an electronic version of these charts be supplied to Council members.  

Budget Note #24 – Solar Terminal Installation Projects
City Manager Allen pointed out staff could not hear the question during the last meeting and briefly explained the project cost break down and pay back calculations.  Mr. Crowder stated he would have to analyze these a little further as it seems that the pay back is over a long time frame.

Budget Note #25 – Façade Grant Program

Ms. Baldwin asked for a list of businesses that have utilized this program over the past two years including amounts approved.  

Budget Note #26 – Downtown Directional Signage and Downtown Way Program

These projects are the same so will be combined. 

Budget Note #27 – Public Utilities Efficiencies and Communications

Had been discussed during WUTAT presentation

Budget Note #28 – Police Department Position Reclassification and Restructuring

City Manager Allen pointed out this is basically a clean up item, no additional funds involved

Budget Note #29 – Technical Corrections to the CIP Budget
No discussion

Budget Note #30 Technical Corrections to the FY12 Operating Budget
No discussion

Budget Note #31 – FY Community Development Federal Grant Awards

In response to questions from Mr. Stephenson, City Manager Allen pointed out if we continue to see funds being lost, we would have to reduce staff or programs or supplement those from the general fund.  

BUDGET PROPOSAL – 2012 – COMMENTS RECEIVED
Mayor Meeker pointed out the Council would go through the various sections of the proposed FY2011-2012 budget.  
Introduction – No Unanswered Questions
Budget Summary – No unanswered questions

Revenue – No questions or discussions

General Government – No questions or discussion
Infrastructure and Public Services – No questions or discussion
Public Safety – No questions or discussion
Leisure Services – No unanswered questions

Public Utilities – No unanswered questions

Other Funds – No unanswered questions

Capital – No discussion

Mayor Meeker pointed out the Council has gone through the Budget Notes, Capital Improvement Program and Operating Budget.  He asked if Council had additional questions to get them to staff immediately.  

A discussion followed on the reuse system with Mr. Stephenson talking about the amount of money going to that over the next few years.  He stated it seems that may be other competing projects that we should look at rather than the reuse system.  Whether you can transfer money from the utilities enterpise and whether that is a good idea was talked about.  The possibility of continuing forward on the reuse system and completing the first phase and see where we are at that point was discussed.

Assistant Public Utilities Director Waldrop talked about the reuse system, source of funding, the expansion of the trunk lines to the maximize use and growing the system to maximize the current investment.  Mr. Stephenson asked about the authority to reallocate bond money with the City Attorney pointing out he does not know the specifics in this particular bond issue and talked about the authority to reallocate non bond money being legal but not advisable.  The concept of the reuse system how the reuse system is being paid for, who it serves, the contractual arrangements and again the proposal which would maximize the current investment was vetted.  Whether the reuse system contributes to or takes away, the part it plays in the incentive program competing uses, what bond markets look at, the strength of our general fund versus the Public Utilities enterprise, the need to balance and what the rating agencies look at was talked about and responded to by Chief Finance Officer James and the City Manager.  
Mr. Weeks talked about the need to do something for employees, pointing out he is concerned that there is no raise and at the same time we are looking at increasing the employees contribution to health benefits; therefore, the employees would be taking home less money.  He feels we’ve got to come up with something to help the employees.  City Manager Allen pointed out the City employees have enjoyed modest pay increases over the past few years where our peers have not.  He talked about the employee related health cost and what he had proposed which would help keep from having to lay off any employees.  He talked about the cost to the City as it relates to health cost, 457 contributions, retirement contributions, etc.  He talked about the challenges in balancing the budget and pointed out he does not feel the balancing is on the back of the employees.  There was a brief discussion concerning the cost of range adjustment, merit increases, different funding of help and what it would cost to restore the merit plan.  

Mr. Crowder expressed concern about the increase in cost of fuel and questioned what kind of anticipated fuel expense City Manager Allen talked about steps are included in the budget such as reserve funds for fuel cost and the possibility if they continue to increase we may have to take additional steps to reduce full consumption.

There being no further business, Mayor Meeker announced the meeting adjourned at 5:50 p.m., pointing out the Council would meet on Monday, June 20 at 4:00 to continue budget discussions.

Gail G. Smith

City Clerk
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