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BUDGET WORK SESSION
The City Council of the City of Raleigh met in Budget Work Session on Monday, June 17, 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 John Odom




Councilor Randall K. Stagner




Councilor Russ Stephenson
Mayor McFarlane called the meeting to order at 4:04 p.m.  All Council members were present except Councilors Mary-Ann Baldwin, Bonner Gaylord, and Thomas G. Crowder.
2013-2014 PROPOSED BUDGET – BUDGET TRANSFER APPROVED FOR FY 2013 DOROTHEA DIX PARK ANNUAL LEASE PAYMENT
City Manager Russell Allen pointed out staff had provided Council members with new budget notes responding to questions that had been asked at the last budget work session.  The following is a summary of discussion, unanswered questions, or requests for additional information.
Budget Note #43 – Addendum to Dorothea Dix Park Annual Lease Payment
The annual lease payment from the City of Raleigh to the State of North Carolina for Dorothea Dix Park is required prior to July 1, 2013.  This lease payment was not budgeted in the current fiscal year due to the timing of the execution of the lease.  Budget Note #43 contained a recommended budget transfer to facilitate the annual lease payment.
City Manager Russell Allen reminded the Council members there was an earlier budget note related to the lease payment (Budget Note #30).  Staff thought the payment could be shifted to FY14, but it is due by July 1, 2013.  Staff is asking the Council to approve a budget transfer today, if possible, so a check can be issued for the payment.  It will affect the General Fund balance, but that fund balance is healthy.
Mr. Stephenson moved to approve the budget transfer as outlined in Budget Note #43.  His motion was seconded by Mr. Weeks and carried unanimously.  Mayor McFarlane ruled the motion adopted on a vote of 5-0 (Ms. Baldwin, Mr. Crowder, and Mr. Gaylord absent).  See Ordinance 196 TF 209.
Budget Note #44 – Transit Circulators
Budget Note #44 is in response to Councilor Baldwin's request/questions made at the June 10, 2013 budget work session.

There was no discussion.
Budget Note #45 – Technical Corrections to the FY14 Operating Budget
Budget Note #45 added a Parks and Recreation Department position reclassification that was not originally included on page B-28 of the proposed budget (Parks and Recreation Marketing Specialist reclassified from Grade 33 to Grade 34).  The position has been reviewed and approved by Human Resources.
There was no discussion.
PARKS AND RECREATION – VARIOUS CAPITAL PROJECTS – INFORMATION RECEIVED

Mayor McFarlane about the following projects that were mentioned in the budget notes, and where they are in the project hierarchy:  repair of Ironwood Trail segment, Neuse Crossing connection to Neuse River Trail, and lighting of greenway pedestrian tunnels.  Parks and Recreation Director Diane Sauer replied they have been identified as needs, but funds are not allocated at this time for the three projects.  They are at the top of the list for any residual funds from other projects or for grant money the Department receives.  Mr. Stephenson asked for an estimate of residual funding.  City Manager Allen explained the lease payments are from operating funds, so these projects would need to be funded with residual funds from capital projects.  Director Sauer added that a grant is pending, and staff should know in October whether the Department will receive it and how much grant funding it has.  If the grant is received, there will be residual funding.
Senior Greenway Planner Vic Lebsock explained the Parks and Recreation Department requested funding from the North Carolina Department of Transportation (NCDOT) for the Horseshoe Bend greenway project.  That grant would fund the Horseshoe Bend project entirely and would leave the residual funds currently in the account (approximately $400,000) plus balances from other Neuse River greenway projects that are wrapping up now, and those residual funds could be used for any or all of the three aforementioned projects.  House Bill 817 has, at times, put in jeopardy the state match for those funds.  The last he heard is that the state legislature has agreed to continue funding state projects through this current fiscal year assuming the City gets projects under contract by October 1.  Staff has submitted plans and is ready to move forward; it is now a matter of paperwork with NCDOT Administration.
Mr. Stagner asked if the grant funds could be used for the $90,000 Neuse River connector project.  Planner Lebsock responded that at this point, the state does not allow expansion of the scope of a project.  Staff's estimated budget for Horseshoe Bend is $830,000.  If there is money left over, it could be used for the other projects.  In addition to the $400,000 that is currently in the Horseshoe Ben account, he believes there are residuals of $100,000 to $120K in the Crabtree Creek and Walnut Creek greenway project accounts. Director Sauer stated as soon as staff receives confirmation of the NCDOT grant, the funds in the Horseshoe Bend account can be released.
Mr. Weeks asked for an update regarding Chavis Park.  Director Sauer said staff is currently going through the community conversation projects which will result in a revised master plan for Chavis Park, but the Committee has not yet identified elements of the master plan.  As part of the Parks and Recreation Department budget submittal, staff included $25M so that once the master plan is adopted, those funds can be looked at for projects for Chavis Park.  It is hard to designate funds for something that is not yet on paper.  Mr. Weeks asked if there is a projected timeline for completion and adoption of the master plan once the community conversations are completed.  Director Sauer said staff hopes for the revised master plan process to be completed this fall or before January 1, 2014.
Mr. Stephenson said the 2014 Parks bond is discussed in the Capital Improvement Plan (CIP), and it also budgets some items that might be applied to the Chavis Park master plan.  Director Sauer concurred and said staff will look at that also.
TRANSPORTATION BOND – INFORMATION RECEIVED
Mayor McFarlane stated two Council members had requested that adoption of the FY 2013-14 budget be deferred until tomorrow.  Council will discuss the transportation bond today.
Transportation Planning Manager Eric Lamb distributed copies of four transportation bond scenarios and said each alternative addresses the project tiers discussed at the May transportation work session.  Three of the scenarios are for a bond in the $75M range and would fund projects over a three-year period in the Capital Improvement Program (CIP).  The fourth scenario is for a $50M bond that would fund projects over a two-year period in the CIP.  Each Council district has at least two projects, with the exception of the $50M option.  At the May work session, staff showed the Council proposals that were based on technical merits alone.  Staff has now also applied geographic equity, which is a legal requirement with respect to facility fee funding.  Geographic equity is also important in terms of securing public support for the bond referendum.
Mr. Stagner stated the note Mr. Lamb had sent him indicated the City has the capacity to do six to nine sidewalk projects per year.  He said there are apparently more than sufficient resources for doing more than six to nine projects, and he would like to know how this could be accomplished.  Transportation Planning Manager Lamb responded it depends on two factors.  One is how much money the City allocates per year.  Approximately $4M was allocated from the 2011 transportation bond; $1M each for four years.  The second factor is whether the work can be done in-house or requires hiring a consultant.

Public Works Director Carl Dawson stated staff has tried to balance their workloads.  They can do more projects, but that will require more consultant help for designs, which means more money spent on consultants and less sidewalk on the ground.  Staff has tried to strike a balance between in-house work and consultant work.  A consultant's fee is usually about 15% of the project cost.

During discussion of sidewalks, the following points were made.  The best way to accomplish 12 to18 sidewalk projects a year is to use consultants for the design, which adds 15% to the cost of each project, and in-house personnel for managing the construction.  The Public Works Department has sufficient personnel to manage construction for the projects.  Council's decision on the transportation bond may necessitate adjustment of the sidewalk construction schedule.  Page 59 of the draft CIP shows a breakdown of the current funding levels for sidewalks.  Of the $4M allocated from the 2011 transportation bond, there is $1.5M for FY14, $1M for FY15, and $1.5M for FY16.  The scenarios he distributed allocate an additional $1.4M to $2M for each fiscal year.  In terms of doubling existing funding, Council can either raise the bond ceiling and allocate additional money as part of the bond, or reallocate more money from within.  From a staff capacity standpoint, doubling the number of projects means the money would run out in one and a half to two years and fewer projects would be completed because of the additional money spent on consultants.
Transportation Planning Manager Lamb pointed out the Council has the draft CIP and draft bond referendum in front of them and can make changes now.  For example, Council can (1) increase the amount of money to be spent on sidewalk projects, or (2) compress into two years the existing $4M allocation that is spread out over three years and backfill money in the outer years of the bond.  Public Works Director Dawson reminded the Council if the sidewalk construction schedule is speeded up to the point where the construction administration cannot be handled in-house, it will be necessary to add another 15% for a consultant to manage it.

Mayor McFarlane stated that the Council seems to be leaning toward a $75M bond and asked what amount of the bond equals one penny on the tax.  Transportation Planning Manager Lamb replied the $75M package works out to $1.02 cents on the dollar.  City Manager Allen stated that is just the debt service and does not include operations and maintenance.  Each 1/10th of a cent generates approximately half a million dollars.  Council would have to allocate somewhere between 1/10 and 2/10 of a penny for operations and maintenance.  If Council wishes to keep it at one penny, it should consider a $60M or $65M bond, which would allow some money for operations and maintenance.  Maintenance and operations puts a huge pressure on the budget; staff would need to make calculations based on project choice and ask Council to include some increment for operations and maintenance.  Staff can estimate the annual operations and maintenance costs if Council will let staff know what kinds of projects they are considering.  Transportation Planning Manager Lamb said the two principal elements incurred for maintenance are pavement on City streets and medians on NCDOT roadways.  Most of the streets in the scenarios are NCDOT-maintained streets.  It is important to note that sidewalk construction and maintenance is a City function, even on NCDOT-maintained roads.  Mr. Odom said he would like to see all figures and would like a clearer representation of what the $75M bond will be used for.
City Manager Allen noted there was no money for street resurfacing included in any of the scenarios, but the need is still there.  Council may want to consider dedicating a portion of the tax increase or a dedicated stream of money to street resurfacing.  The City has been spending $3M per year on street resurfacing, but needs to spend $10M to $12M per year.

Public Works Director Dawson said the number spent on street resurfacing is closer to $2.5M.  Staff has been able to increase the figure to about $5M using funds from the last transportation bond; however, the end of that bond is near and he urged the Council to review the bond scenarios and make a decision quickly as to how to deal with that problem.
Mr. Odom asked how many pennies on the dollar the bond would be if $5M was added for resurfacing.  City Manager Allen responded staff was not suggesting that resurfacing be added to this bond issue.  Resurfacing is capital maintenance and should be handled as part of the budget process, not the transportation bond.  Transportation Planning Manager Lamb said with respect to the current budget, there is $5M in the CIP for resurfacing from the last bond.  That number decreases to the $2M range for next year's budget deliberations, and Council will need to consider some level of additional revenue or reallocation of funds to raise it to the level it needs to be.  Even at the $5M level, the City is only doing about half of the resurfacing it should be doing annually on a routine basis.  Ideally, the City should be at a $12M benchmark for its 1,000+ miles of City-maintained streets.
Transportation Planning Manager Lamb stated there are key differences between the bond scenarios.  The most important first decision that needs to be made relative to the timing of the bond referendum and the language itself that is not project-specific is setting the dollar amount.  The second decision is the project composition of the bond.  Staff needs to know the dollar amount tomorrow in order to have the bond referendum in the fall.  Ideally, staff would prefer that the Council choose one of the four scenarios.
ADJOURNMENT
There being no further business, Mayor McFarlane announced the meeting adjourned at 4:36 p.m.

Leslie H. Eldredge

Deputy City Clerk
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