
MINUTES OF THE SPECIAL MEETING
OF THE REIDSVILLE CITY COUNCIL
HELD TUESDAY, FEBRUARY 10, 2009 AT 5:00 P.M.

FIRST-FLOOR CONFERENCE ROOM, CITY HALL
CITY COUNCIL MEMBERS PRESENT:
Mayor James K. Festerman


Mayor Pro-Tem Donald L. Gorham


Councilman John H. Gentry


Councilman John Henderson


Councilman George O. Rucker

Councilman Clark Turner


Councilwoman Joan Zdanski


                                                                         

COUNCIL MEMBERS ABSENT:                      
NONE 

CITY STAFF PRESENT:                                    
D. Kelly Almond, City Manager
                                                                                    Angela G. Stadler, CMC, City Clerk

Terri J. Stamey, Assistant City Manager

Chris Phillips, Finance Director

Mayor Festerman called the special meeting to order at approximately at 5 p.m. in the first-floor conference room adjacent to City Council Chambers, City Hall. He informed Council members that he had met with HUD officials who were concerned about attendance of Housing Authority members at board meetings and whether the group was following the Open Meetings Law. The Mayor then turned the meeting over to City Manager Almond.
FINANCIAL OVERVIEW.

City Manager Almond briefly summarized the national economic picture, with many describing the economy as “in the tank” He noted that the City of Reidsville is not as “out there” or exposed as other cities might be because Reidsville has always budgeted conservatively. He introduced Finance Director Chris Phillips.
Phillips referred to his mid-year budget review. (A COPY OF THE MID-YEAR BUDGET REVIEW IS HEREIN INCORPORATED AND MADE A PART OF THESE MINUTES.) He also noted that he had included in his cover memo a “worst-case scenario,” but that currently, the figures are coming in “as expected.”

Phillips distributed new information sheets, which included more detail on various topics. (A COPY OF THE NEW INFORMATION ON PROPERTY TAXES, LOCAL OPTION SALES AND USE TAXES, APPROPRIATED FUND BALANCE, UTILITY REVENUES AND DEMOLITIONS/LOT CLEANINGS ARE HEREIN INCORPORATED AND MADE A PART OF THESE MINUTES.)
Regarding property taxes, Phillips said he had talked with the County the day before, and the County Tax Office will not give out revaluation figures until the appeals process is over. He said that the good news is that through the end of January, the tax levy is ahead of what the City had budgeted, he noted that this does not include the revaluations. He said the levy is up nearly 4% over what had been expected.

The budgeted collection percentage for last year was 96.44%, Phillips explained. Even if the City only reaches the 93% collection rate, the City should be able to meet its budget, he added. At the end of January, the City was slightly behind in collections, but Phillips said he believes the property tax will probably come in at what was expected. He stated that one cent at 95% collection is $97,669.04.

On the same handout, Finance Director Phillips also listed the City’s top 10 taxpayers. Commonwealth Brands is the top taxpayer, bringing in 3.69% of the total assessed valuation or $265,735 in property taxes, he said. Phillips stated that the list of top 10 taxpayers is pretty well diversified. He also compared the current rankings to those of businesses 10 years ago.
Turning to the handout on Local Option Sales and Use Taxes, Phillips explained that sales tax is collected by the State. There is a two month lag in reporting the figures; therefore, this handout does not include December sales, he said.

The Finance Director outlined how the history of the local option sales tax (Article 39, Article 40, Article 42 and Article 44). Article 44 (1/2 Delivery & ½ Per Capita Distribution based on Population), which has been in place since 2001, will be changing, he said. The State will be taking over the tax but is giving municipalities a “hold harmless” replacement, he said. He noted that the hold harmless could see increases because it is based on other actual tax collections.
Councilman Turner said it makes him nervous anytime the State takes over anything. Finance Director Phillips agreed, stating they seem to eventually go away.
Phillips discussed point of delivery versus per capita. For “point of delivery,” the figures didn’t change because Rockingham County is more of a “stable” community, he said. People don’t come here to get big purchase items as much as they do the “basics,” he added; therefore, the area doesn’t get hit as bad. Per capita is based on statewide sales tax collections.
The Finance Director briefly touched on the County’s decision to base distribution on population rather than ad valorem. He said Reidsville would come out better if it was based on ad valorem but a city like Eden would be more adversely affected because it has more population but less tax base that Reidsville does. The County would gain as well by going to ad valorem distribution, but he stressed that is not under the City’s control. 
He said the amount of the tax collections will be down with a potential decrease of $162,266.97 compared to last year.
Mayor Festerman asked Phillips where the City is most vulnerable in terms of the State taking the proceeds? Phillips indicated it would be the Powell Bill funds. City Manager Almond agreed, noting that the funds are part of the gas tax. By law, those funds belong to the City but the Legislature makes the laws and could change them, it was noted. City Manager Almond noted that the State doesn’t give cities as much money anymore to hold back.

It was noted that the City’s estimate of Powell Bill funds missed the actual amount by $43,000. There was some excess funding last year because of a lawsuit. The Powell Bill funds this year were expected to drop slightly but they actually dropped by 10%. He said this is a “known” since the one-time distribution is paid in August of each year.

Regarding interest rates on City CDs, Phillips said some CDs are at 4.5%.  Under the “worst-case scenario,” projected earnings from interest rates may be under budget by as much as $25,000. He explained he had also included an “unknown” cushion of $100,000 and under all of these factors, the City could experience a $500,000 shortfall, which would equal about 3.5% of the City’s total revenues. The Undesignated Fund Balance could absorb that, he added.
Regarding the Undesignated Fund Balance worksheet, Phillips said he was basing his estimates on last year’s UFB which was at 33%. He reminded Council members that no Fund Balance was included in the budget last year to cover operating expenses. He noted that there are some projects which will dip into the Fund Balance, the largest of which is the North Scales Street Improvement Project at $400,000. The Appropriated Fund Balance stands at $1,371,000 after the last Budget Ordinance Amendment, the Finance Director said. After the last BOA (Lot Cleanings), the Undesignated Fund Balance as a percentage of Expenditures stands at 27.60%.

Phillips briefly touched on the greenways project and how that commitment, a joint project with the Annie Penn Community Trust, shown as reserved on the worksheet.
Phillips stated that it is reasonable to think that the City will come in under budget. At the time of mid-year review, he noted the following percentage of operating expenditures: General Fund at 42%; Recreation at 43%, Sewer at 50%; Water at 41%; and Garage at 42%. He said that he may need a budget ordinance amendment at the end of June.
City Manager Almond noted the projects, all of which are capital except for the lot cleanings, listed on the Appropriated Fund Balance sheet which had been distributed to Council members. City Manager Almond reminded Council members that the City did not have to appropriate Fund Balance for the day-to-day operations of the City in recent years. As they City gets closer to the end of June, they will re-evaluate the situation and may need to have Council appropriate some Fund Balance monies, the City Manager said.
The City Manager stressed that he didn’t think the City would need the Fund Balance appropriation, but he said he wanted it “on the record” that staff may need to come back to Council with such a request before the end of the budget year. He reiterated that he didn’t think the City would have to, but it might have to if the City gets “in the red,” which is not allowed by North Carolina Statutes.
Finance Director Phillips then turned to the handout on the Utility Revenues, which were based on figures from July of 2008 to January of 2009. He explained that he had backed out the Greensboro water sales because they can skew the overall numbers. Sewer and Water Billed, minus the Greensboro numbers, totals $2,940,112, he added.
The handout also shows the top utility users with Unifi, Inc. at 14.90% (about $750,000) coming in as the highest user. A brief discussion was held about Unifi and some of the other larger users. 
Discussion then turned to a revenue neutral tax rate. City Manager Almond noted that Commonwealth has moved in a lot of equipment, and factors such as this must be considered when determining the tax rate. He said he thinks the City has always done a revenue neutral tax rate, but he said it is hard to compute. He expressed concern that if an industry like Commonwealth is experiencing true growth, the City does not neutralize that growth every year. It was stated that a revenue neutral tax rate should really be for homeowners. City Manager Almond said the City may have to wait until mid-June to decide the tax rate.

Based on a question from the Mayor, Phillips talked about the $250,000 to be spent on the “ready to go” site at the Industrial Park. Work has been started on this “virtual shell site,” he said.
Regarding Interest Income, Phillips said this year the City has still been conservative but indicated interest will come in closer to budget than in the past. He said currently, interest income is ahead of budget by about $50,000. He noted that interest is allocated to capital projects, but the City doesn’t have to spend the interest in the various funds. However, the interest income has helped with projects in the past, such as the sidewalk project for the Teen Center.
Mayor Festerman questioned whether the City has been saving money on fuel with lower prices? Phillips said he couldn’t say, but the City should be saving some money. The Mayor said he would like to know at the end of the year about the fuel savings.

COLLECTION EFFORTS.

City Manager Almond informed Council members that the fees that are building up are lot cleaning costs. Larry Roach was hired for nuisance abatement, etc. When the City has to clean up these lots, it creates a lien against that property, he said. The City has not been aggressive on collecting these fees for various reasons although if the property is sold, the City should get some money. The City does have the legal authority to go after this increased activity, it was noted. The City puts $15,000 aside to keep that going, but it is a pretty heavy expense.
It was pointed out that the City is providing property maintenance for those property owners. However, if you go after them, some of which may be senior citizens, etc., the City will hear about it, the Mayor noted.

Phillips, referring to the Lot Cleanings handout, said the City currently has charges on 52 properties and is owed $280,043.60. Sixteen properties owe the City in excess of their tax value – a total of $136,111.31.

City Manager Almond stressed that the City is always willing to work with people who make a “good faith” effort. The worst are turned over to a collection agency.
Several  properties don’t have a clear title, Phillips said. The County has taken the lead on those properties and turned them over to their legal department, he said. The process undertaken to collect these liens was discussed.

City Manager Almond referred briefly to a recent situation involving the Pass family. He informed Council of the steps he had taken in that matter.

The City Manager said he had no recommendation to make regarding collection efforts, but he said he would talk with the City Attorney and the County about possible ideas.

Phillips was thanked for his report, and he left the meeting.

EQUESTRIAN CENTER UPDATE.

City Manager Almond said this project is still looking good. He talked of possible revenue sources. Also, NC A&T received $2.5 million for horse barns and arena at the horse park, he added. 
The City Manager said they have decided the horse park will have to be done in two phases. Kay Hagan is a strong advocate of the project, Mayor Festerman said. A&T faculty members have also been added to the committee. About $1 million is needed to do the first phase of the 400-stall facility, he said. The estimate for grading is $2 million, but he noted that the estimate may be higher than is necessary due to the state of the economy. He said they could take bids and hope that the grading comes in at half the estimated price.
City Manager Almond said that currently the City and the County have put no money into this project, but at some point in time, the City may want to. He stressed that if they can ever get it going, other organizations will “fall in line,” but no one wants to be the first.

Utilities to the site were discussed. City Manager Almond said he has put waterline construction on the east side of town on the City’s stimulus money “wish list.” Waterline construction along the Southern Connector and Drum Road is estimated to cost about $2.7 million, he added.
Mayor Festerman asked if the entrance into the horse park is being relocated? The City Manager discussed the entranceways into the park.

The best case scenario is that the first horse show will be held in April of 2010, he said.

MARKET SQUARE UPDATE.

City Manager Almond noted that the project is out of the ground. The Douglas Fir trees have been shipped and are on their way here, he added. He said many people ask what the round bases are in the park area. The timber will sit on them, he explained. When asked about the wood used, he noted that this species of wood is supposed to last 50 years and is very insect resistant.
NORTH SCALES STREET UPDATE.

The City Manager said they were trying to get all of the permits needed from NCDOT, getting everything in line and taking bids within the next 45 days.
He added that he had submitted the project to NCDOT yesterday for the stimulus monies. He had contacted the Division Engineer to remind him as an extra incentive, that the City wouldn’t need NCDOT’s $500,000 if the stimulus money is used.

City Manager Almond stressed that no one knows exactly what is in the stimulus package but it is assumed that the monies will be distributed through existing agencies, etc.

MONUMENT CIRCLE UPDATE.

City Manager Almond said the City is ready to do the crosswalks around the monument., which will be done at the same time as the work behind City Hall. The existing pavement will be milled off, etc., he said.
He added that there cannot be any traffic on the pavement for 6-8 hours so that will be a little bit of an aggravation for drivers.

VEHICLE FOR PUBLIC WORKS DIRECTOR.

The City Manager reminded Council members that they had approved purchasing a hybrid Prius for the new Public Works Director. However, he said he would now like to purchase a small pickup truck from a local dealer instead. The truck would be about $2,000 less than the Prius, he noted. Among the reasons for the change was the ability to purchase the vehicle locally, he added.
Councilwoman Zdanski made the motion, seconded by Councilman Turner and unanimously approved by the Council in a 7-0 vote, to authorize the City Manager to buy a small truck for the Public Works Director at a cost of approximately $21,000.

ITEMS FROM NAACP.

Based on a conversation with Rev. Clarence Johnson from the NAACP, Mayor Pro Tem Gorham reported the following list of concerns:

· No major project completed in the black community.

· Lack of black police officers on patrol.

· When there is a response to a call in the black community, 5-6 cars show up instead of one car.

· That the City Manager is absent from events occurring in the black community.

· 4-3 votes on Council.

· No consideration on the community pool.
· Letter received from the Mayor was disrespectful.

· Diversity in hiring.

· Firing of Annie Pickard in the Police Department.

In reference to the last item, Mayor Pro Tem Gorham requested that, since there are so few blacks that work for the City, anytime a black is dismissed, it is kind of a high profile situation for us, anyway. He said they get “beat up” by citizens so he’d like to get some background or something to support the decision. The City Manager said he did realize the sensitivity of it and would try to keep all City Council members informed and still respect the privacy of the employee.

WRAP-UP.

City Manager Almond asked Councilman Rucker for a few more days to look into the Lake Hunt issue.

He informed Council members he didn’t need another work session until budget sessions begin.

No motion to adjourn was made since Council would be going into its regular meeting at 6:30 p.m.







__________________________________







           James K. Festerman, Mayor

ATTEST:

______________________________________

          Angela G. Stadler, CMC, City Clerk
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