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COUNCIL MINUTES
The Raleigh City Council met in a work session on Wednesday, April 2, 2014 at 1:00 p.m. 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 Nancy McFarlane, Presiding




Mayor Pro Tem John Odom



Councilor Mary-Ann Baldwin




Councilor Thomas G. Crowder (absent & excused)



Councilor Bonner Gaylord




Councilor Wayne K. Maiorano



Councilor Russ Stephenson



Councilor Eugene Weeks

These are summary minutes unless otherwise indicated.

Mayor McFarlane called the meeting to order and stated Mr. Crowder was absent and excused from today’s meeting. 

City Manager Ruffin Hall welcomed the Council members to the Budget Work Session and acknowledged the difficulty in scheduling a 4 hour meeting the day after a regular City Council meeting.  He expressed his intent to review next year’s calendar with the Council in order to adjust the meeting schedule for budget review purposes.  

City Manager Hall stated the purpose of today’s meeting is to review budget issues before the budget is presented at the City Council May 20, 2014 meeting in order that the Council may receive the information and submit feedback to staff.  He thanked various members of staff who spent time and energy in putting together the budget recommendations for today’s meeting.
Budget Manager Joyce Munroe reviewed the agenda for today’s meeting noting each presentation would take approximately 10 to 20 minutes.

Stormwater Management Division Manager Mark Senior gave the presentation for the Stormwater Management Division.  He used a PowerPoint presentation in aid to his discussion outlined as follows:

Division History

· Erosion and Sediment Control - 1974

· Floodplain management - 1978

· Water Supply Watershed - 1981

· Stormwater Division formed in 1985

· EPA Stormwater Permit - 1995

· Post-construction Stormwater rules adopted - 2001

· Stormwater Utility Feasibility Study - 2002

· Stormwater Utility Fee adopted - 2004

· Current annual revenue approximately $16 million 
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Drainage Complaint Response Program

· Direct, front-line interaction with our citizens/customers while addressing some 650+/- inquiries per year

· Effective and efficient response and resolution to citizen/property owner drainage complaints and concerns

· Coordination with Public Works Maintenance or other City departments such as Public Utilities, Parks, etc.

· Identification of potential drainage assistance projects

· Identification of potential capital improvement projects

· Private matter, provide information and technical assistance only

Drainage Assistance/Petition Program

· Provides financial assistance for drainage improvements on private property (where there is a public contribution of runoff)

· Annual budget of $750,000 (under the Stormwater CIP budget)

· Projects recommended by SMAC & approved by City Council

· 80% to 85% City share 

· Owner cost contribution at 15% to 20% with cap of $5,000

· 68 projects in the current capital program  

· Historically, 15 to 20 new projects added per year

Infrastructure Project Management

· Capital Improvement Program (CIP)

· Approximately $5 million available annually pay as go

· Approximately 40 major capital improvements projects currently in progress

Stormwater Master Planning

· Manage the watershed planning projects

· Make recommendations for CIP projects

· Manage the floodplain mapping projects

· Develop a stormwater analysis system utilizing GIS in combination with stormwater models

Water Quality Program
· Drivers

· Water Supply Watershed Rules (Falls, Swift & Richland) - 1981

· EPA Stormwater Permit –1995

· Stormwater Industrial Permits – Private & City owned industrial sites

· Neuse River Basin Nutrient Sensitive rules - 1998

· EPA listed Streams (Pigeon House, Perry Creek, Swift Creek)

· Public involvement and participation

· Adopt-A-Stream

· Drainage Inlet marking

· Volunteer Monitoring

· Illicit Discharge Detection and Elimination (IDDE)

· Pollution Prevention and good housekeeping

· Private industrial site monitoring

· Water quality assessment and monitoring

· Water Quality Cost Share program - $250,000 annually

· Retrofit Program

· Stream Restoration

· Lake Preservation

Infrastructure Mapping

· Map stormwater structures 180 square mile jurisdiction

· Updates for new construction & annexations

· Special Projects

· Storm debris cleanup

· flood disaster preparation & response

Program Status, Challenges, Vision

· EPA Audit in April 2012 & Report June 2013

· EPA Stormwater Permit renewed March 2013

· Improving industrial site inspection

· Enhancing City staff water quality education

· Advancing Low Impact Development / Green Infrastructure concepts

· EPA listed impaired stream recovery plans

Stormwater Development

· Stormwater Engineers

· Compliance review for;

· Sediment and Erosion Control regulations during construction

· Floodplain regulations 

· Water Supply Watershed regulations 

· Neuse River Buffer rules

· 5 positions reviewed 1900 stormwater plans in 2013 during various stages

· Coordinate the City’s repetitive loss buyout program

· Construction Inspectors
· Inspection & enforcement of Land Disturbing, Stormwater Control, Water Supply Watershed and Flood permits

· Currently, 181 active sites

· Performed 8,942 inspections in 2013

· Issued 140 Notices of Violations in 2013

· Stormwater Device Inspectors

· Insure proper installation and maintenance of approved stormwater control devices

· Over 1700 private stormwater devices (and growing)

· 141 Notice of Violations sent in 2013

· 2 current positions

· 1 new position approved by Council to help achieve goal of inspecting 1/3 of devices each year
Stormwater Maintenance

· Performed by staff in Transportation Field Services
· Catch Basin Repair and Inspections

· Culvert/Pipe Repair and Replacement

· Bridge Maintenance 

· Leaf Collection

· Street Sweeping

Plan for next 5 years

· Our challenge

· Have greater number of budgeted projects than existing staff could complete

· Solution:

· Add staff to address project backlog

· Reprioritize capital projects based on

· Life safety

· Roadway safety

· Public/private property damage

· Consolidate and simplify project accounts to support high priority projects
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Separate Capital Improvement and Drainage Complaints & Drainage Petitions Programs for more effective response
· Projected Workload (Current through coming 5-year planning horizon)

· 40 projects in current Capital Program

· 68 drainage petition projects in current Capital Program

· Projected 20-30 new Repair capital infrastructure projects

· Projected 75 - 100 future drainage petitions projects

· Projected total current and five-year workload

· Total of 60 - 70 capital projects and 140 – 170 drainage petition projects
· Key Result:  Additional staff and workload leveling will allow these projects to be managed to reduce the workload for each engineer from the current 20+ projects per engineer down to a manageable 6-12 projects per engineer.  
· Assumes no changes in capital program funding for the coming 5 years

Stormwater Reorganization Status

· Recruiting for Eight Priority Positions 

(4) Project Engineer II Positions (2 new positions, 2 vacant positions)

(1) New Sr. Project Engineer for Drainage Petitions Program

(1) New Staff Analyst for Financial Management

(1) New Sr. Business Analyst for Database Management

(1) New Engineering Technician for BMP Inspection

Stormwater Division Vision/Challenges

· Utilize additional staff to reduce backlog of Drainage Petition projects

· Optimize staffing and organizational development to meet future desired level of service

· Plan for increased Aging/Failing Infrastructure 

· Adapt to increasing emergency/unplanned projects and demands on resources

· Plan for Growing regulatory demands – State and Federal

· Increased demands to insure maintenance of stormwater devices

Mr. Senior’s presentation included photographs of stormwater flooding situations in various parts of the City.

Mr. Maiorano requested clarification that there were 68 stormwater projects approved with Mr. Senior indicating that was correct.  Discussion took place regarding the number of stormwater projects currently on backlog with Mr. Maiorano questioning whether the backlog was product of a lack of funds or a lack of resources and Mr. Senior responding the backlog is a product of a lack of resources, however, staff is working on resolving that issue.

Mr. Senior pointed out the City’s Stormwater utility fee is at approximately the State’s median for stormwater fees nothing the City of Charlotte charges the highest stormwater fees in the state.
Mr. Maiorano questioned whether any other stormwater petition projects were turned down due to a lack of resources or funds with Senior Project Engineer Scott Bryant responding when resources are used up such projects are deferred into the next fiscal year.  

Mr. Weeks questioned the system’s infrastructure map and questioned whether there were any guidelines in place regarding removing storm debris from creeks, especially where creeks course through private property with Mr. Senior responding that traditionally the City does not go onto private property to clear streets; however, in the case hurricanes or tornadoes, the City Council has given a special provision for staff to enter property to clear excessive debris from the storms.
Assistant Solid Waste Services Director David Scarborough made a presentation on behalf of the Solid Waste Services Division utilizing a PowerPoint presentation outlined as follows:
Solid Waste Services as an Enterprise Fund

· Increase financial accountability and transparency

· Track all costs related to providing municipal solid waste, recycling and yard waste collections

· Demonstrate fiscal responsibility to public

· Provide SWS with ability to make strategic investments and purchasing decisions
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· Financial Model

· Identifies all costs of service delivery

· Forecasts annual revenue requirements 

· Assumptions included in model:

· Service area growth

· Salary Increases

· Health, OPEB & Retiree benefits

· Fuel, M&O, Operational Expenditures

· Revenue requirements modeled suggest fee increase of $1.45 per year

· Past two years fee increase: $1 per year

· Transfer from General Fund continues to grow

· Financial Model calculates general fund transfer reduction through fee increases over a 10 year period.

Maintaining General Fund Transfer

· If transfer from General Fund remains constant, rate increases would be necessary 
to cover operating expenditures. 

Municipalities that operate user-fee supported enterprises

· Mesa City, AZ (pop. 452,084)

· Wilmington, NC (pop. 101,526)

· St. Petersburg, FL (pop. 244,997)

· Tampa, FL (pop. 346,037)

· Atlanta, GA (pop. 432,427)

· Austin, TX (pop. 820,611)
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Budget Drivers

· Overtime expenses due to weather, broken down equipment, and SWS support at events/festivals

· Deferred equipment needs

· Capital expenditures

· Programmatic changes

New Approaches to be Reviewed

· Programs under consideration to reduce waste & increase recycling:

· Radio Frequency Identification (RFID) for recycling

· Pay as You Throw (PAYT) programs

· Recycling Rebates

· Composting & Organic Waste

· Mandatory Recycling

· Yard Waste Ordinance (paper bags)

Mr. Odom requested clarification that the City Council is currently subsidizing solid waste services by $12M per year and the division proposes an increase of the subsidy to $12.2M for fiscal year 2015 with both Mr. Scarborough and City Manager Hall indicating that is correct.

Mr. Scarborough noted as a population increases the need for additional staff and equipment also increases.  

Mr. Stephenson questioned how Raleigh’s Solid Waste Services fees compare with the other municipalities with Mr. Scarborough indicating the Tempe, Arizona charges $23.81 per month; Wilmington charges $24.80 per month; St. Petersburg, Florida charges $26.08 per month; Tampa, Florida charges $32.90 per month; Atlanta, Georgia charges $32.93 per month, and Austin, Texas charges $33.50 per month.  Discussion took place regarding cost recovery options with Mr. Stephenson questioning what the break even fee would be for the City of Raleigh with Mr. Scarborough responding a break even solid waste fee would be approximately $22.60 per month.  Mr. Scarborough went on to point out that the Division also has other revenue streams including landfill gas sales, recyclable material sales, sales tax returns, and rebates from Wake County.  
Mr. Maiorano questioned whether the increase would insure that current service levels are maintained with Mr. Scarborough responding in the affirmative and went on to indicate that there had been some budget increase requests in order to maintain some levels of service for the next year.

Mr. Scarborough stated even though the City Council approved 26 new pieces of equipment, not all of the equipment has arrived and in service, therefore the amount of over time incurred is affected.  He stated the proposed budget for near year also include additional equipment.
Mr. Gaylord questioned why the Division didn’t ask for a fee increase for fiscal year 2015 with City Manager Hall responding that decision has not yet been made and that today’s presentation was made without the factor of a fee increase; however, that issue is still under consideration.
Transportation Manager Eric Lamb talked about the City’s transportation issue that included a transportation CIP, a project funded under the 2013 transportation bond, and anticipated funding changes, etc., utilizing the following outline from the PowerPoint presentation:

Transportation Capital Improvement Program
· Council Workshop to review projects and prioritization in Spring 2013

· Transportation Bond Referendum approved in October 2013

· 2013 transportation bond funds allocated in first three years of program

· Need for additional funding starting in Year 4 (FY17-18)

· 1.12¢ property tax increase required to support additional debt service and operating costs

2013 Transportation Bond

· Fully funded major projects:

· Buck Jones Road Widening ($2.7 Million) 

· Mitchell Mill Road Widening ($13.8 Million)

· Sandy Forks Road Improvements ($9 Million)

· Hillsborough Street Phase 2 ($8.4 Million)

· Pleasant Valley Road Widening ($3.8 Million)

· New Hope Church Road Improvements 
($3.7 Million)

· Blount/Person Street Restriping ($700,000)

Funding Changes

· Neighborhood Traffic Management Program split into two separate funds:

· Total projected from bond: $1.5 Million 

· Minor projects allocation of $150,000-$175,000 per year

· Major projects allocation reduced to $1,000,000
· Sidewalk Program

· Total projected from bond: $1.5 Million

· $1.15 Million accelerated to FY14-15 and FY15-16

· $200,000 set aside for Micro Gap program

· $150,000 allocated to proposed Gorman Street cycle track improvements

· Includes bike and pedestrian upgrades

New Capital Revenue

· Thoroughfare Facility Fee revenue increased by $2.5 Million in FY14-15, additional 
$1.0 Million per year projected for FY15-16, 
FY16-17

· Must be used on capacity-related project

· Can offset funds allocated from bond for capacity-related projects (up to 50% of costs)

New Capital Projects

· Peace Street West Streetscape

· Shovel-ready project

· $2.0 Million in FY14-15

· Yonkers Road Improvements

· Emerging critical need due to pavement failure

· $500,000 in FY14-15, $1.0 Million per year in FY15-16 and FY16-17

Mr. Lamb explained a micro-gap is a missing section of sidewalk anywhere from 25 feet to 300 long and often involves a single property owner not wanting a sidewalk crossing in front of his or her property.  

Ms. Baldwin questioned when the design for west end of Peace Street was completed with Mr. Lamb responding the plan was updated within the past year and is ready to proceed.  Ms. Baldwin expressed the concern regarding the timeliness of the design due to proposed redevelopment in the section that crosses under Capital Boulevard with Mr. Lamb explaining the proposed the design actually involves the section of Peace Street extending from West Street over to St. Mary’s Street.

Transit Manager David Eatman talked about the City’s short-range transit plan has outlined from the following PowerPoint presentation:

Short Range Transit Plan
FY2014 - Phase 1 – Funded
· Third / Fourth Quarter - FY2014

· Improvements which do not require expansion buses

· Mid-day, evenings and weekends

New Bern Avenue

Poole Road
Capital Boulevard

Apollo Heights

Six Forks Road

South Saunders

· Improved efficiency

· $700K

FY2015 - Phase 2 – Funded
· Second Quarter FY2015

· Improvements which require expansion buses

· 15 Minute Peak Headway

South Saunders

· $700 K

· Recurring 1.4 Million Annual

Capital Improvement Program Local Contribution FY 2015

Bus Shelters & Benches
$   140,000

Facility & Property
$   200,000

Bus & Van Expansion/Replacement
$   650,040

Preventive Maintenance (Operations)
$   940,000

FY2015 Program
$1,930,040
Capital Improvement Program Budget Projects FY 2015

Project



Local

State

Federal
Total
Shelters & Benches
$   140,000

$     560,000
$     700,000

Facility & Property
$   200,000

$     800,000
$  1,000,000

Bus & Van
$   650,040
$650,040
$  5,200,320
$  6,500,400

Prev. Maintenance
$1,930,040
________
$  3,760,000
$  4,700,000

FY 2015 Program
$1,930,040
$650,040
$10,320,320
$12,800,400
Annual Capital Improvement Program Traditional Transit Request

· Transit CIP funding is constrained by available federal funding.

· Local funds used to match available funding only

· 10% to 20% local match “traditionally”

· Transit CIP does not represent all capital needs

· Short Range Transit Plan capital needs partially funded.

Transportation Field Services Manager Chris McGee talked about the City’s resurfacing program as outlined in the following PowerPoint presentation:

Resurfacing
· Resurfacing includes:

· Reconstruction of major pavement failures – Severe Fatigue Cracking (“alligator cracking”)

· Utility Adjustment

· Curb and gutter repairs

· Replace and install ADA Ramps

· City maintains 1,055 miles (2500 lane miles)

Contracted and City staff

· Pavement Repair Staff – Major Repairs

· Currently 3 crews with 21 positions

· 12 positions eliminated due to economic downturn since 2009.

· CIP funds used to contract work

Year


Funding Source

Budget
FY 2011
Paygo/Cash
$2,398,283

FY 2012
Paygo/Cash
$2,689,211

FY 2013
Debt
$5,050,000

FY2014
Debt
5,000,000

FY 2015 (Draft)
Paygo/Cash
$2,030,000
Evaluating Street Condition
· City uses a 100 point grading system

· Goal is to maintain roads in a safe condition.

· 80+ means structural integrity

· Translates to smoother ride

· Rating below 80

· 925 sections of streets or 101 miles

· Decreasing structural integrity

· Leads to fatigue cracking and bumpy ride 

Resurfacing Goal

· Approximately 10% of the system falls below 80.

· How do we maintain goal of 80 or better?

· Resurface 5% of city miles annually (or each street every 20 years)

What Does the Goal Cost?
· Resurfacing 5% of total miles annually would cost roughly $12 M per year

· Draft FY15-FY19 CIP includes:
FY 2015
$  2,000,000

FY 2016
$  2,300,000

FY 2017
$  2,100,000

FY 2018
$  2,500,000

FY 2019
$  2,500,000

5 Year Total
$11,400,000
· Planned funding will resurface less than 1% annually

Example of Additional Funding Impacts

	Tax Rate

Equivalent (cents)
	Additional

Funding
	Estimated

Additional

Miles
	% Total Miles

Resurfaced (with total funding)

	¼
	$1.3 M
	5.5
	1.3%

	½
	$2.6 M
	11.0
	1.8%

	1
	$5.1 M
	21.5
	2.8%

	2
	$10.2 M
	43.0
	4.9%


Future Challenges

· Increasing workload from new road miles

· Add approximately 5 miles annually

· Increase in the cost of asphalt (Oil Prices)

· Aging System

· Increasing cost per mile for resurfacing due to delayed resurfacing

Mr. Maiorano questioned the best practices for repaving the street with Mr. McGee responding the best time to resurface a street but before there is structural failure, and went on to talk about how streets are rated for future resurfacing project.  Mr. McGhee noted that streets that show severe fatigue such as alligator cracking score in the low 60’s and proceeded to present photographs of examples where street pavement cracking and pavement failure and vary in several parts of the City.  He stated when pavement failure occurs resurfacing is not the answer, removal and rebuilding of that section of the street is the best option.

Mr. Gaylord questioned when Yonkers Road is scheduled for resurfacing cycle for Yonkers Road with Mr. McGhee responding Yonkers Road is on a 7-10 year cycle and is due for resurfacing at this time.  Mr. Gaylord questioned whether replacing the concrete would be a better option over asphalt with Mr. McGee responding such a surface would be considered where heavy industrial traffic is concerned and that would include Yonkers Road.  

Mr. Odom quested clarification that even if the Council if the Council granted the additional $12M, the City would still not be able to catch up on its resurfacing program with Mr. McGee indicating that is correct; that the $12M would maintain the current resurfacing pace only.  Mr. McGee went on to state some street are so deteriorated that resurfacing is not possible that rehabilitation of the streets would be the best option.

Mr. Maiorano questioned what the cost would be to bring the resurfacing program back up to speed with Mr. McGee responding the City would need approximately $80M to bring the repaving program up to speed.  

Mr. Maiorano requested clarification as to the approximate miles of road added to the City’s maintenance schedule each year with Mr. McGee responding that the City as adds approximate 5 miles worth of road each year to its maintenance program.

Discussion took place regarding whether streets had to meet NCDOT standards or the more stringent City of Raleigh standards before they are added to the City’s Maintenance program.

Mr. McGee talked about future challenges to the streets resurfacing program including increasing workloads from new road miles with the City adding approximately 5 miles of roads annually; the increase from the cost of asphalt with regard to fuel prices; and aging road systems; and increasing cost per mile for resurfacing due to delayed resurfacing.

Mr. McGee talked about some delays in the resurfacing projects stating Staff is working with the Public Utilities Department and other area utilities with regard to street resurfacing in order to void utilities companies cutting into newly resurfaced streets to install or repair utility lines.

Mr. Stephenson requested clarification that before the recent recession the City was not quite up to its paste in resurfacing the streets, having to pair back to bare bones program and if the City were to give the additional $12M staff would still not be able to catch up with the resurfacing needs with Mr. McGee indicating that is correct.  Mr. McGee went on to note the City’s road system averages at a grade less than 70.  He also stated that the City’s rate decline road service condition rate had declined after fiscal year is 10 to 12 has increased.  

Mayor McFarlane called a recess at 2:20 p.m. 

At 2:30 p.m. Mayor McFarlane called the meeting back to order and Chief Financial Officer Perry James gave a brief overview of the City’s general fund revenue and the City’s financial position update.  He began by talking about the city’s economic outlook utilizing the following outline:

Economic Outlook
· Consumer confidence highest in six years

· Economists see labor, consumer and housing markets improving further over next two years, while inflation remains tame

· FED increase in short-term rates is inevitable but may not be until 2015 and would likely not be economically disruptive

· Unemployment rates improved

· All bode well for Raleigh’s financial and budget health but relative caution is still appropriate in projecting into the future

Key Revenue Drivers

· Property tax revenue

· Evolving Impacts from Tax/Tag System
· New system combining registration and paying of property tax implemented September, 2013.

· Expected positive benefit on the % of collected property tax.

· Current year collections are lagging due to various issues

· Some delays in vehicle owners choosing to renew

· Reporting problems

· Process and system problems

· May take several years to see consistent results.

· Sales Tax Revenue
· Legislative and Other Impacts on Sales Tax Revenue

· NC tax reform lifted various exemptions from sales tax - expanded the sales tax base.

· NCLM and NC Fiscal Research project increases for municipalities.

· Raleigh’s increase estimated at $500,000 in FY14 and $750,000 in FY15.

· Amazon announced decision to begin remitting sales tax on NC internet sales – estimated gain of $10-$13 million for NC cities and counties

· Estimate of annual revenue for Raleigh -- $300,000 to $500,000

· 5% regular overall growth recommended for FY 15 budget at this point

· On the federal level, the Marketplace Fairness Act continues to progress, giving the potential for a federal mandate on collection of sales taxes on internet sales.   

· Intergovernmental Revenues

· Franchise Tax – Share of revenue from state power & telecom utility taxes.  Revenue has been flat – impacted by weather and utilities commission rate increases.  Franchise tax rates convert to general sales tax rate, cities to be held harmless at FY14 revenue levels.

· Powell Bill – Share of state highway trust fund gas taxes. Moved to General Fund in FY14, averages 2% growth.

· Beverage Taxes:

· NC Beverage Tax – annual share of state excise taxes on adult beverages

· ABC Revenues – quarterly profit distribution from local ABC operations

Inspections Fee Revenue
	
	FY11 Actual
	FY12 Actual
	FY13 Actual
	FY14 (*) Projected
	FY15 (*) Estimated

	Budget
	$7,376.697
	$7,163,957
	$7,574,842
	$10,120,475
	

	Actual/ (*) Projected
	$7,164,276
	$7,695,493
	$9,290,731
	$9,550,000
	$9,792,000

	% Increase (Act/Proj)
	-3.3%
	7.4%
	20.7%
	2.8%
	2.5%


The Big Unknown – State Legislative Issues
· Changes Made (FY14)

· Expansion of Sales Tax Base

· Utility Franchise Tax – Converts to Sales Tax

· Hold Harmless provision currently has no sunset

· Elimination of traditional admissions tax and replacement with sales tax

· Likely Change (FY16)

· Privilege License proposed legislation would eliminate many exclusions but would put flat tax of $100 in place

· Other Possible Areas of Change

· Debt provisions

· Utility programs – such as Charlotte and Asheville have experienced

Privilege (Business) License
· Current Fee Structure
· Businesses taxed on gross receipts unless exempt or restricted

· Tax ranges from $50 to $20,000

· Restricted businesses pay an amount as specified by State Statute and include: 

· Restaurants, amusements, utilities, beauty/barber shops, etc.

· Tax ranges from $2.50 to $2,000

· Exempt businesses include:

· Professionals (doctors, lawyers, accountants)

· Banks

· Miscellaneous business activities (pest control, wineries)

· Proposed legislation
· $100 cap on tax

· Large businesses would pay significantly less tax

· Eliminates exemptions & restrictions

· May need increased staffing to handle on-going additional volume without much impact on revenues

· Potential revenue impact $3.4 - $5 million annually (current revenue from licensing is $7.9 million)

· Revenue impact depends upon whether City increases tax on all businesses to $100 cap (currently 50% of licensed businesses pay tax of $50 or less)

· Impacts budget for FY14-15

· Effective date is July 1, 2015 - renewals for license year beginning July 1, 2015 are due by June 30, 2015 and would be renewed at the reduced tax rates

Debt Model Update
· Continues to provide a strong management tool for:

· Tracking general debt obligations and approved but unissued amounts

· Projecting debt service requirements

· Doing “what if” scenarios on new debt options

· Historical Policies for General Debt:

· General debt service should not exceed 15% of General Fund Budget

· Fund balance in debt model should be at least 50% of annual debt expenses

· Current Points:

· Debt service transfer is currently 10.1% of General Fund Budget

· Debt model fund balance is 170% of annual debt expenses

· Debt capacity > 50% level has accumulated mainly due to deferred City Lightner Center building project, providing flexibility for CIP decisions

Two-Thirds General Obligation (GO) Bonds
· State Statutes allow the City to issue GO Bonds without voter approval in an amount up to 2/3rds of the net amount by which the City’s GO debt was decreased in the prior fiscal year

· Capacity available to issue in FY13/14 is $15,300,000

· City has regularly utilized 2/3rds bonds capacity in years when such is available

· Bonds must be issued and “closed” prior to June 30, 2014

· Council action either in April or early May would be required

· City Manager has been reviewing options for this and will provide a recommendation

Summary Points
· Economy continues to show improvement but uncertainties remain

· YTD financial results in General Fund are consistent with prior year and project to favorable budget variance

· Sales Tax shows most favorable improvement with 5% growth projected for FY 15

· Other major General Fund revenues show moderate growth trends with some uncertainty for Inspection Fees

· Privilege License changes by Legislature could result in $3.4-$5 million revenue loss

· General Debt Model – has flexibility in additional debt capacity for capital financing needs
Discussion took place regarding the City’s financial outlook through the end of the fiscal year 2014 with Mr. James indicating the forecast is based on a projected increase in the City’s tax base.  Mr. Stephenson questioned how the upcoming tax evaluation would impact the City’s revenues with Mr. James responding it is hopeful there will not be a negative impact.
Mr. Odom questioned whether the City has a per capita analysis with Mr. James responding staff is working on that.

Mr. Odom requested clarification that the power bill utilizes highway related funds with Mr. James indicating the power bill funds are used for both transportation and road related issues.

The administrative cost to convert the City from a tiered business license fee to a flat tax was discussed briefly.  

Discussion took place regarding reasons for transfers in the General Fund to debt service and how it various with City Manager Hall stated staff is looking at the model when addressing downtown facility issues.  Mr. Stephenson questioned the amount in the debt models fund balance with Mr. James responding there is approximately $85M to $90M in the debt model fund balance.  

City Manager Hall complimented staff on their financial practices and went on to talk about infrastructure general obligation bonds for such down town projects as Moore Square, and with Council approval, these funds can kick start the project or can be added to the CIP discussions in June.  He thanked staff for gathering the information for today’s presentation and encouraged Council members to bring their feedback to staff before the May 20, 2014 budget presentation.  He went on to talk about significant pinned up core demand for services created by a combination of budget cuts and growth in population that resulted in an increase in demand for services.  He also talked about how operations have impacted capital project completions.  He stated there is good news in that City employees have worked hard and have been stretched thing to meet the demand.

Budget Manager Joyce Munro gave a presentation regarding the City’s general fund utilizing the following outline:

[image: image5.png]Preliminary Budget Status

Preliminary
Base Budget

Revenues

A

Base Budget: Estimated funding required to continue existing services.





[image: image6.png]Current Budget Status

Base Budget: Estimated funding required to continue existing services.




Additional Requests

· $24 million in additional department requests

· $3.5M to support operating impacts of capital projects (63 positions)

· $20.5 to respond to deferred maintenance and growth (140 positions)

Employee Compensation
· Competitive pay increase
· 1% of salaries = $1.9M

· FY2014-15 focus - review of pay, classification & employee performance systems
FY2014-15 Budget Drivers

Operating Costs
$  0.6 M


Full Year Impacts
$  0.9 M


“Pay Go” Capital
$  1.0 M


Health & Dental Insurance
$  2.0 M


Deferred Maintenance and Equipment
$  1.6 M


Debt Service
$  5.8 M

Total:
$11.3 M

Transit Enterprise

· Phase 2 of Short Range Transit Plan ($430k increase)

Parking Enterprise
· Projected level $1M subsidy in FY2014-15

· Impacted by future development, interest rates and maintenance costs

Funding Needs

· Enhance Public Safety

· 9 Police Officers  ($970k) to improve quality and effectiveness of existing police response

· Police 800Mhz radios ($1M)

· 1 Engine and 1 Ladder company ($2.3M) to open Fire Station 13

· Road Resurfacing & Rebuilding

· Asphalt Crew ($785k)

· $16.1M backlog of streets with alligator cracking

· $12M annual resurfacing to maintain

· New crew would increase asphalt repair by 33%

· Sidewalk Repair

· Concrete Crew ($380k)

· 800 miles of sidewalks

· $32M backlog of routine maintenance

· 1,320 more panels of sidewalk could be replaced (33% increase)

· Staff New Facilities

· Horseshoe Farm Park 

· Lake Johnson
· Woodland Center

· Remote Operations

· Walnut Terrace Neighborhood Center

· Other Key Funding Requests

· Special events manager

· Social media communications

· Strategic planning 

· Internal audit 

· Inspections

· Vehicle fleet maintenance

· Solid Waste Cost Increases


· Equipment, maintenance & personnel driving increased costs ($2.1M)

Evaluating Options

· Revenues Under Review

· Development/Inspections Revenues

· Sales Tax Growth

· Property Tax Collection

Revenue Multipliers
· $1 garbage fee = $1.4 million

· $1 recycling fee = $2.2 million

· 1 cent on property tax = $5.1 million

FY2014-15 Property Tax

· 1.12 cent property tax increase

· 1.02 cent for transportation bond debt service

· .10 cent for operating costs related to transportation bond

Next Steps
· Timeline of Next Steps

· Proposed Budget presented May 20

· Public Hearing June 3

· Council Work Sessions in June

· Adopt FY2014-15 Budget by July 1

Ms. Munro talked about issues in the upcoming budget regarding vehicle replacements for various departments including police, fire, public utilities, public works and the planning department.  She stated additional budget drivers would include the cost of fuel, health care and dental insurance, and transit and parking revenues.

Mayor McFarlane thanked staff for the presentation indicating she found it very enlightening.  

Mr. Odom indicated this was a lot of material to absorb.

City Manager Hall indicated the Council now has the information needed to see where the City stands at this time.  

Discussion took place regarding the time frame Council members have to get their comments and recommendations into staff before the May 20, 2014 budget presentation.  

Funding for the Moore Square Park improvements was discussed with Mr. Stephenson questioning whether a bond for the park could be floated in November with City Manager Hall responding staff could continue that discussion.  

Ms. Baldwin requested additional information on the Moore Square improvements with Mayor McFarlane suggesting that staff bring a report back to the full Council.  City Manager Hall stated staff will bring the report back as a future agenda item.

ADJOURNMENT

There being no further business, Mayor McFarlane declared the meeting adjourned at 3:30 p.m.

Ralph L. Puccini

Assistant Deputy Clerk
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