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PRE-BUDGET WORK SESSION
The City Council of the City of Raleigh met in Pre-Budget Work Session on Monday, April 1, 2013, at 4:00 p.m. in the City Council Chamber of the Raleigh Municipal Building, Avery C. Upchurch Government Complex, 222 West Hargett Street, Raleigh, North Carolina, with the following present.




Mayor Nancy McFarlane, Presiding




Mayor Pro Tem Eugene Weeks



Councilor Mary-Ann Baldwin




Councilor Bonner Gaylord




Councilor John Odom




Councilor Randall K. Stagner




Councilor Russ Stephenson
Mayor McFarlane called the meeting to order at 4:06 p.m. and read into the record the following statement from Mr. Crowder.

Councilman Crowder has asked to be excused from today's budget session and tomorrow's City Council meeting.  Last week, Thomas was diagnosed with testicular cancer.  His prognosis is good, and he and his doctors expect a full recovery.  He will be undergoing several weeks of treatment and obviously there will be times that will conflict with some of his Council duties.  However, his commitment to the City, citizens and constituents remains the same.  Based on his treatment schedule, he will be back in full service by the beginning of July.  In the interim, he would like to thank the Mayor and his fellow Councilors for their full support of matters important to District D and the City of Raleigh.  He also wishes to thank his constituents and numerous supporters for their continued support, thoughts and prayers.
Mayor McFarlane said Mr. Crowder had asked if the Council could designate Mr. Stephenson as his proxy vote for the Hillsborough Street Partnership.  City Attorney Tom McCormick said the Council could temporarily remove Mr. Crowder as a member of the Hillsborough Street Partnership and designate Mr. Stephenson as the member until Mr. Crowder feels he can resume those duties.  Without objection, Mayor McFarlane announced that was the Council's action.
City Manager Russell Allen explained this is a pre-budget work session and the level of detail is very different than that of the balanced budget that will be presented on May 21.  The budget is still in the working stage and is not yet balanced.  Staff is merely providing insight into the current budget and next year's budget at this time.
The City Manager's PowerPoint presentation contained the following information.

ECONOMIC INDICATORS 
National, local and City indicators of fiscal sustainability.  Indicators are in thousands.
National – Change from FY08 to FY13

Unemployment rose 2.8% (from 5% to 7.8%)
Consumer Confidence decreased 32.1% (from 76.4% to 44.3%)
Housing Permits decreased 582,000 (from 1,398.4 to 815.5)
Local – Change from FY08 to FY13

Unemployment rose 1.5% (from 5.3% to 6.8%)
Total Employed rose 11,247 (from 196,317 to 207,564)
Total Permits Issued (including Building) decreased 5,460 (from 54,644 to 49,194)
Property Tax Trends (Revenue) – Change from FY01 ($94M) to (Projected) FY14 ($194M)
Recent – 1.5% growth
Pre-recession – 5.4% growth
Projected FY14 – 1.8% growth ($194M)
Sales Tax Trends (Revenue) – Change from FY01 ($42.5M) to (Projected) FY14 ($74.4M)
Pre-recession growth 9.1% v. 3.8% FY10 – FY14 growth
Sales tax projected to grow $2.9M (4%)
FY14 projected at $74.4M
CURRENT FY13 BUDGET UPDATE
Current year (2012-13) cost savings, revenues, facility openings, trends, and key service measures
FY13 SUMMARY






Annual

Actual



  Prior






Budget

to Date

YTD %
YTD %
General Fund ($ Thousands)

Revenues
  Operating Revenues



$365,886
$286,817
   78%

   77%
  Transfers In




$    6,235
$    5,881
   94%

   89%
  Fund Balance Appropriation


$  27,033
$           0
     -

     -
TOTAL REVENUES



$399,154
$292,698
Expenditures

  Operating Expenditures


$308,203
$187,230
   61%

   61%

  Transfers Out



$  90,951
$  67,846
   75%

   36%
TOTAL EXPENDITURES


$399,154
$255,076
   64%

   57%
Water and Sewer Fund ($ Thousands)

Revenues

  Operating and Other Revenues

$175,168
$126,428
   72%

   69%
  Fund Balance Appropriation


$  20,819
$           0
     -

     -
TOTAL REVENUES



$195,986
$126,428
Expenditures

  Operating Expenses



$  84,214
$  44,964
   53%

   53%
  Transfers Out and Other


$111,772
$  75,351
   67%

   45%
TOTAL EXPENDITURES


$195,986
$120,315
   61%

   49%
FY13 Budget Status

(
Property tax improving


(
New investment in real property (0.8%)


(
Rebounding vehicle sales (7%)

(
Sales tax growth continuing (4%)


(
Strong gross countywide collections (6%)

(
Managing vacancies – 274 in February (7%).  Rate slightly higher in Public Utilities than the General Fund.
(
Expenditures conservatively tracking budget.  About $3.3M in street facility fees and $3.3M park facility fees are coming in.  Since FY09, public safety is a big part of the General Fund expenditure budget; added one police position and 15 firefighter positions with a ladder company since then.

General Fund Budget












   Change



FY09

FY10

FY11

FY12

FY13
   FY09-13


Expenditures

$383.4

$385.2

$386.2

$386.8

$383.5
       $0.1
(millions)



Total Positions
  
  3,024

  2,962

  2,949

  2,906

  2,722
    - 302 *
Employee Pay

Full merit

Reduced merit
Reduced merit
No merit,

$1,000 
Changes


(0-5%) and
(0-4%)

(0-2%)

$500 bonus
merit



range

No range

No range
* 204 positions moved to Solid Waste Services enterprise fund in FY13
FY13 shows lower expenditures because Solid Waste Services (SWS) was taken out as an enterprise fund.

Total Positions shows as -302, but 204 positions were moved to the SWS enterprise fund in FY13, so the net real reduction in positions in the General Fund is 98.
Service Demand Increases – Change from FY08 to FY13
Population grew 9.9% (from 380,173 to 418,000)


"Raleigh is Fastest Growing in the US in 2012" – Forbes Magazine


Raleigh has over three times the amount of growth than 52 other metropolitan areas

Public Safety Dispatches grew 16.9% (from 419,028 to 489,717)

SWS Collection Points grew 8.0% (from 109,304 to 118,094)

Impervious Surface Acres grew 16.7% (from 713 to 832)

125,000 parcels are being built for stormwater
Park Acres grew 15.7% (from 5,483 to 6,344)
Street Miles Maintained grew 3.5% (from 1,014 to 1,050)

Utility Bills grew 102.2% (from 1,121,433 to 2,267,875)
Largely because City went to monthly billing

Greenway Miles grew 185% (from 40 to 114)

Sidewalk Repairs – since Council changed the policy and property owners are no longer assessed for sidewalk repairs, there is a huge demand and backlog of repairs.  In 2012, the City replaced a little more than 6,000 sidewalks v. 255 in 2011.

FY13 Economic Investment

(
Increasing economic impact of Convention and Performing Arts Centers and Amphitheater


(
908 events and performances; attendance of 939,000
(
Continuing investment in Economic Development working with businesses to generate 3,600 jobs and $140M in capital investment

(
Unified Development Ordinance approved

(
Opening of Green Square Project downtown

(
Citrix announced

(
Dix Park lease
FY13 Transportation and Infrastructure Improvements

(
Transit ridership increasing; 32% more riders since FY09 (6.5M CAT bus riders in FY13)

(
Sustainable infrastructure investments


(
2.2 MW solar panels generate 5.7M kilowatts

(
30 electric vehicle charging stations; 5,247 charges last year
FY13 Citizen Communication

(
Parks and Recreation system plan project

(
First Citizen's Annual Financial Report

(
MyRaleighSubscriptions (39,000 users)

(
Most popular topics include Parks and Recreation, Raleigh Arts, and the development process
(
Award-winning City web site receives 2M visits per year

(
Won Third Place in Best of the Web contest

(
SeeClickFix resolved 5,700 citizen service requests

Last year, City staff wrote and distributed 2,100 e-mail newsletters to citizens.  E-mail alerts have replaced a lot of mailings.  Approximately 93% of the CACs use e-mail rather than paper copies to communicate.
FY13 Cost Savings

(
Capital cost savings

(
State revolving loan interest savings

(
Debt refunding opportunities

(
Continued investments in safety and smaller claims lowering risk management costs ($1.3M savings in General Fund)

(
$17.6M in competitive and block grants YTD FY13
(
Integrating data systems and metrics across the City

(
Joining ICMA (International City Management Association) benchmarking project
(
Expansion of open data

(
e-Procurement

FY13 Sustainability Savings

(
Sustainability project cost savings available for reinvestment

(
Automated recycling reduced division budget by 15% while collecting 23% more tonnage

(
48 Big Bellies saving $53,000 annually
(
20 propane Police vehicles saving $100,000
(
Automated leaf collecting (eight trucks) saving $418,000

FY14 OPERATING BUDGET
Budget Balancing Priorities, Projected Revenues, Operating Budget Pressures, Status of Enterprise Funds

FY14 Balancing Priorities
(
Maintain credit strength and financial integrity (AAA rating)
(
Address deferred maintenance and equipment replacements

(
Deliver services at competitive costs

(
Retain highly productive employees through competitive compensation and benefits


(
Critical part of next year's budget

(
Ensure effective public safety

(
Staff and maintain new facilities

FY14 Development Revenues

(
Development revenues increasing by $2.3M from increasing permits and economic development (8%)
(
Project overall development revenues to be $31M in FY14.  In FY12, that collection was approximately $23M.
FY14 Operating Budget Pressures

(
Maintaining fund balance goal of 14%

(
Increase in arts grants funding by $278,000
(
One-time unemployment increase ($858,000)
(
Continuing replacement of deferred equipment (Parks and Recreation, Solid Waste Services, Fire, etc.)


(
257 vehicles to be replaced in FY14

(
Automated SWS trucks cost $260,000 each


(
Fire ladder truck costs $1.1M

(
Total equipment purchases projected at $21M from FY11 low of $4.7M.

(
Police Separation Allowance ($825,000 increase)

Full Year of FY13 Expansions

(
$2M in annualized costs for facilities, greenways, and expansions brought online in FY13


(
Greenway expansion – $673,000

(
Highway maintenance – $381,000
(
Millbrook Exchange Center for Active Adults ($117,000)

(
Chavis Carousel ($63,000)

(
Hill Street Neighborhood Center ($174,000)

(
Five Points Center for Active Adults opened September 2012 ($239,000 annually)

(
City Museum rededicated October 2013; Historical Resources and Museum Operations expanded by $349,000

(
Improved facilities include:


(
Carolina Pines


(
Jaycee Community Center


(
Lake Lynn Gym


(
Green Road Gym

FY14 New Facilities Opening

(
Fire and Parks and Recreation facilities opening in FY14

(
Dix ($676,000 projected for FY14)

(
Northeast Remote Operations ($847,000)

(
Mordecai Welcome Center and Park opens January 2014 ($130,000 annually)

(
Fire Station 29 opens March 2014 ($1.8M annually)

(
Annie L. Wilkerson Nature Preserve opens March 2014 ($154,000 annually)

(
Newly renovated Halifax Park and Community Center opens February 2014 ($288,000 annually)

FY14 Department Requests (over and above base budget exercise)
(
New facilities



+$3.8M

(
Continue current services

+$1.3M

(
Address growth and expand service
+$6.2M

(
Departments requesting 112 new positions totaling $5.4M

(
30 Fire positions for new station

(
29 Parks and Recreation staff

FY14 Other Fund Highlights

(
Parking – improved financial performance; $1.03M reduction in subsidy ($1M total)

(
Transit – ridership increasing; no ability to expand CAT system with transit plan unfunded ($1.4M); subsidy stabilized at $17.4M

(
Convention Center Complex – $9.9M investments in maintenance; no RCC subsidy beyond interlocal agreement

FY14 Business-like Enterprises

(
Stormwater


(
Revenues remain strong


(
No rate change since FY04 inception; none will be proposed

(
Solid Waste Services


(
Half of heavy fleet (49) replaced in FY13 and FY14 ($14.1M)


(
Model will be presented to Council (62% cost recovery)

(
Public Utilities


(
Rate increase aligning with financial model projections


(
Council provided staff direction at February workshop

FY14 Budget Strategies

(
No property tax increase

(
Keep City costs to citizens competitive

(
Continued operational efficiencies


(
Targeted vacant position reviews


(
Utility billing insourcing


(
Reorganization to improve efficiency

(
No expanded service except to open new facilities

(
Interdepartmental collaboration
(
Public Utilities Department-Vehicle Fleet Services, Cityworks, Northeast Remote Ops, Community Oriented Government

(
Employee Compensation – high priority in upcoming budget

(
Merit performance pay (1% = $2.2M)


(
Health insurance

(
Supplemental retirement.  City used to match up to 3%; currently matching up to 2%.  Will look at again.
Potential Exposures

(
Impact of federal sequester

(
Senate Bill 363 – Privilege License (and any other bill related to state tax reform)
(
House Bill 150 – Unified Development Ordinance

(
Dix lease – need to budget for continued work on Dix lease, but is undetermined at this time
CAPITAL AND DEBT
Maintain, repair, and respond to growing needs for capital assets through sustainable financing and collaborative planning
FY14 Capital Program Requests
(
Continue design and construction of Northeast and Downtown Remote Operations Facilities

(
Maintain downtown facilities ($2.1M) (mostly City Hall and One Exchange Plaza)
(
Street resurfacing ($5M)

Five Year – Invest in Transportation
(
Union Station – $3M match

(
Public Transit – replace buses; improve bus shelters and benches (some amenities funded by bonds)
(
Street resurfacing – $13.9M from 2011 bond and pay-go
(
Address pedestrian needs


(
Sidewalk improvements and repairs ($4.5M)


(
Greenway resurfacing and bridge replacements ($650,000)

(
$4.8M for streets from increased facility fees
Five Year – Invest in Infrastructure
(
Maintain and improve water and sewer infrastructure ($596M)

(
Invest in Six Forks Police building ($1.2M)

(
Improve water quality and stormwater drainage ($30.4M) (expect it to be pay-go from funds on-hand)
(
Fire Station improvement and replacement ($6.7M)

(
Continue maintenance program at Convention Center and performance facilities ($26.4M) (largely funded with interlocal revenues)
Five Year – Invest in Community

(
Parks and Recreation facilities, especially maintenance and renovations ($27.4M) (perhaps a bond issue in 2014)
(
Increased facility fees for parks improvements ($7.25M)
(
Continue 2011 Housing bond with Joint Venture Rental, First Time Home Ownership, and other programs ($17.2M)

BUDGET PROCESS
Budget process to date and next steps
Budget Development Process
October 2012 – Departments received budget guidelines and balancing exercise
December 2012 – Departments submitted operating and capital requests
January and February 2013 – OMB staff review
March-May 2013 – Departments, Budget, and City Manager collaborate in further analysis
Process – Next Steps

May 21 – Present City Manager's proposed CIP and operating budgets
June – Council work sessions to be determined
June 5 – Public Hearing

Budget adoption on or before July 1

Mr. Stephenson commented the City Manager had mentioned a possible Parks bond in 2014, but he did not hear anything about a possible Transportation bond this fall.  City Manager Allen responded that the Council wants to have a transportation workshop in May, and staff thought at that time Council might provide them with direction regarding a Transportation bond in the fall of 2013.  Staff will not be able to build that into the budget proposal.

Mr. Stephenson referred to the Forbes quote on page 12 of the PowerPoint presentation and the 3.5% growth of street miles on page 13.  Page 15 shows a transit ridership increase of 32% from FY09.  The City receives facility fees for roads and parks, but not for transit.  Page 26 states that no expansion of the CAT system is proposed for FY14.  Given the City's Comprehensive Plan growth goals for more compact redevelopment that is less dependent on building new roads than on other modes of transportation, he does not see a clear direction for how the City will meet the Comprehensive Plan goals by 2030 of putting 60% of these new growth in redevelopment and transit areas.  There are obviously some snags in county, state and federal funding.  He asked the City Manager what he would propose relative to funding transit infrastructure and transit system improvements to keep up with this fastest-growing metro city if a plan for funding transit in 2014 with a half-cent sales tax referendum does not come to pass and if residents are not interested in widening roads to deal with traffic congestion.  The alternatives are to invest the money in other modes of transportation.  Mr. Stephenson said he does not see a clear vision in his mind for accommodating the fastest-growing population given these projections for transit investment, whether in the City's control or outside its control.
City Manager Allen replied he noted in his presentation that without the Wake County transit, it is difficult to find a solution, and Council will struggle with budget pressures, funding and priorities.  The City is in a good position and is competitively priced across the board, whether by fees or taxes.  If transit is Council's highest priority, Council may want to look at new revenue sources that are available to support it.  Mr. Allen said he has no clear path to suggest and thinks staff and Council need to have that dialogue at the Council table.  When Council members see the balanced budget, they will have a better chance to propose items differently in the budget than he did.

Mr. Stephenson said the 2030 Comprehensive Plan that was adopted in 2009 established the Council's sustainable growth goals.  He has not heard the Council change its mind about that long-term plan for success, so he would like to see a little more information proactively from the City Manager's office regarding an infrastructure investment schedule to reach those goals.  City Manager Allen said that will be discussed during the May workshop.  The pre-budget presentation shows that he is struggling with how to keep up existing City service, keep City equipment on the road, and add police officers and firefighters.  It is difficult to find funding sources for transit items.  He is giving high priorities to giving employees a notable increase in pay this year, and that competes with all of the things Mr. Stephenson mentioned.  Mr. Stephenson reiterated that any information the City Manager could provide with regard to additional revenues and whether they will be required would be valuable to the Council.  City Manager Allen said the Council will be see many projects during budget work sessions and can talk about what each penny on the property tax leverages as far as a bond issue, if Council does a referendum.  Staff will provide that information so Council will know what kind of capital dollars will be needed once Council identifies projects and their associated operating costs.

Mr. Odom stated he and Mr. Stephenson have had a number of discussions with staff about transit, mostly transit inside Raleigh that Council can control.  He would like to see the actual dollar amount for another circular route in addition to those for downtown (the R-Line), Glenwood South, Hillsborough Street, North Hills, and Triangle Town Center.  He would like to know the amount for connecting all these and in particular, to go past all the high-rise buildings.  That dollar amount might help Council decide what is needed.  City Manager Allen said staff can provide that number; staff has a short-range plan outlining expansions for each year and what it would cost.  Expansion of the bus system costs approximately $1.4M per year.  Staff has looked at the possibility of a Midtown circulator and what it would cost, and will present that information to Council.

Mayor McFarlane asked if staff had looked at programs other cities use for Solid Waste Services in an effort to manage and/or reduce costs.  City Manager Allen replied staff has done so in the past, and will do so in the future.  The model that will be presented to Council gives the basics of the numbers and separates all the costs associated with it.  It is similar to the model Council sees for Public Utilities.
Mayor McFarlane asked staff to provide an estimate for lobbying help for the City Attorney, given the page in the pre-budget presentation containing all the potential impacts from the state legislature, and the change in the dynamics of the legislature.  Mr. Gaylord requested information about the potential financial impacts associated with those pending legislative issues as well.  City Manager Allen confirmed with the Mayor that the Council wants that information before the budget process begins.
Ms. Baldwin thanked the City Manager for making employee raises a priority.  She said it is the right priority and something that needs to be taken care of.  Mr. Weeks concurred with her comments.  He said another serious issue he would like Council to consider during the budget work sessions is replacement of equipment for first responders.
ADJOURNMENT
There being no further business, Mayor McFarlane announced the meeting adjourned at 5:05 p.m.

Leslie H. Eldredge

Deputy City Clerk
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