MINUTES OF THE RECESSED MEETING

OF THE REIDSVILLE CITY COUNCIL
HELD WEDNESDAY, APRIL 7, 2010 AT 12:00 NOON
FIRST-FLOOR CONFERENCE ROOM, CITY HALL
CITY COUNCIL MEMBERS PRESENT:
Mayor James K. Festerman


Mayor Pro-Tem Tom Balsley


Councilman Richard Johnson (arrived at 12:15 p.m.)

Councilman John Henderson 


Councilman George O. Rucker     (arrived at 12:20 p.m.)
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 reconvened the meeting, which had been recessed from March 24, at approximately 12 noon in the first-floor conference room. He stated that Councilman Rucker has said he will try to join Council for the meeting.
The Mayor then turned the meeting over to City Manager Almond.

BUDGET DISCUSSION.

Water and Sewer Rates.

City Manager Almond asked Council members if they wanted to have further discussions about water and sewer rates? He noted that the mailer from the City to residents and businesses had gone out a little later than staff had thought it would. He reminded Council members that at the April 14th meeting, this was not a legally required public hearing so it would be up to the Mayor’s discretion whether he would allow anyone to speak. He questioned whether a time limit was needed or whether a group should have one spokesman, etc. The Mayor said he thought they should have the same criteria that is in place for regular public hearings, including a three-minute time limit per speaker and a speaker would only be allowed to speak once. Councilwoman Zdanski agreed.
The City Manager said he had sent out copies of the mailer and his Greensboro water sales memo to Council members. He said he wished we had done a better job in the mailer of getting the word out that 70% of the money from increased fees will be going to the Sewer Fund. While people may be getting angry about the water rate, the Sewer Fund is the problem, he indicated. The sewer rates have not covered the costs of the sewer system, especially with the additional costs of keeping the environment clean. Looking back at the mailer, it didn’t include enough information about the sewer, he said. The City Manager stressed that the City didn’t get money from Greensboro for sewer service.  Others have asked why didn’t the City go up a little at a time? The answer, he noted, is that the City didn’t need the money then.
City Manager Almond stressed that the rate increases are justified. The City Council can tinker with the distribution of the rates, but if rates are cut in one area, something else goes up, he reminded them.
Mayor Pro Tem Balsley said how he liked that the mailers talked of a $15 monthly increase for the average water bill rather than giving actual amounts, like $35 to $50.  He said it is easier than looking at total costs, but it’s still not easy to take. He said he wished there was something the City could do to make it better, like going up $10 instead, but residents would still have to pay more the next time.
Councilwoman Zdanski said the bottom line is that people can control themselves and their usage, at least to a certain extent. The possible need for educational campaigns to show how much the average household uses, etc. was again noted. It was pointed out that some cities did such a good job telling residents how to cut back that they still had to raise their rates again because usage went down so much.

The Councilwoman stated that the City had been able to avoid a property tax increase. She noted that these kinds of tax increases only affect property owners while utility rates are more equitable.

The Mayor Pro Tem said he just hated to see people on fixed incomes that have no leeway in their budgets hit by these increases. Councilwoman Zdanski pointed out that several years ago, the Council had addressed the issue of someone on a fixed income with more people in their dwelling and had cut that rate. 
Mayor Festerman said that Finance Director Chris Phillips had done a good comparison of Reidsville’s rates with other cities. It shows that Reidsville is near the bottom compared with other cities, he said. Only three or four of those cities’ rates are less expensive than Reidsville. If the City Council accepts staff’s proposal, there are still 10 towns with more expensive rates than Reidsville, the Mayor said, and that is assuming that these other cities don’t have a rate increase as well.

Regardless, Reidsville is not going to be that far off base from other cities’ rates, it was noted. The Mayor said he absolutely didn’t want to see an increase, but the City should be given credit for not going up on rates in 12 years. Mayor Festerman said Reidsville is always going to be facing a challenge because of where the City drops its wastes (into the Cape Fear River Basin). He stated that it may be that the “worst is yet to come” depending on the Jordan Lake Rules, which will affect Reidsville and other cities in the Triad. Those rules do not affect the City of Eden, which drops its wastes into the Roanoke River Basin, it was noted.
City Manager Almond pointed out that the Jordan Lake Rules will affect not only the utility funds but also the General Fund. The City already knows that it will have to map the entire water/sewer system at an estimated cost of $250,000, he said. While this mapping of the system is a “nice to have,” it is not something that would ever have been at the top of the City’s to do list, he added.

Mayor Festerman also noted that at one time, the City had been afraid the Jordan Lake Rules would keep the City from having any future development.

Looking at the figures, the Mayor also pointed out that Reidsville’s total bill is lower than Eden’s by a few cents.

(Councilman Johnson arrived at the meeting at approximately 12:15 p.m.)

There was a brief discussion of the Jordan Lake Rules. Mayor Pro Tem Balsley said he didn’t understand about those rules at all before he came to serve on the City Council. He suggested that the City Manager might want to take a minute and reference the rules at the regular Council meeting. City Manager Almond agreed, saying he would include it as part of his introductory presentation.
Councilman Henderson indicated that he had been asked the following: “Why did we not foresee this?” He stated that since they have been spending money freely in the last couple of years, why did we not foresee this, people are asking him.
City Manager Almond said that is a valid point yet he questioned whether we would have the same sense of pride in the community that we have now if these projects had not been done. He said that the cost of these projects, if they had not been spent, might have delayed the utility rate increase one year. If Market Square had not been done, the increase might have been delayed one year, he stressed. He noted that the City wouldn’t have been able to do the Teen Center, the Vance Street improvements, etc. The City Manager said that the value of these projects to the community is great although he acknowledged that some people will say the money shouldn’t have been spent. He asserted that these monies were spent equally throughout the community. He also noted that when talking with citizens, some people will support one project more than another, depending on what is more important to them. Again, the City Manager stressed that if these projects had not been done, the rate increase would only have been delayed a year to a year and a half.

City Manager Almond added that of the Greensboro money, $7.5 million went to help support the General Fund and to keep from raising the tax rate. He noted that everything that has been done has been done out in public, as part of public hearings on the budget, etc. He said the proposed budgets have been available in the Clerk’s Office as well as the library. The public has had the opportunity to see this, and the City has not done anything secretively, he noted. He talked of public education efforts and how hard it can be to get the message out. He did understand where Councilman Henderson was coming from, he said.
Councilman Henderson said people are telling him that they sent him to Council to support them and he’s not supporting them. City Manager Almond asked the Councilman if those same people support this project or that project? The Councilman said these people don’t even come to City Council meetings.

Again, the City Manager said these things are not done in secret, and yet nobody speaks on them. Mayor Pro Tem Balsley pointed out that when everything is fine, nobody says anything but now, they take notice. City Manager Almond said citizens need to look around. Rates are going up in other cities, he noted, adding that the City has not had to raise rates before now because of the Greensboro water sales. Mayor Festerman pointed out that now the sale of water to Greensboro is decreasing. Councilwoman Zdanski noted that a lot of the information out there is not correct. Councilman Turner said he thought people need to read the mailer, that it is self explanatory.

City Manager Almond asked what would have been a different plan? He stressed that the Council stepped out about four years ago and decided to make Reidsville a better place and to increase people’s feelings about their community. The Mayor said they all realized that the sale of water to Greensboro was “a windfall.”
Councilman Johnson asked whether the City had actively sought out other water sale opportunities with other cities? City Manager Almond said they would have to look at the south or the west. He discussed these options briefly, but noted that there isn’t a large customer like Greensboro in these locations. He added that there have been discussions with some of these smaller communities.

It was noted that there probably are no other such opportunities available. Councilman Rucker stressed that Greensboro not only spent a lot of money on water but also helped the City upgrade its Water Plant.

Mayor Festerman invited Council members to make any comments.

Councilman Rucker – No comment.

Councilman Turner – The Councilman said he hated the increase for those people on a fixed income or those who are poverty stricken, but he said he doesn’t know a way around it.

Councilman Henderson – The Councilman said he’d like to say no to it.

Councilman Johnson – No comment.

Mayor Festerman – The Mayor said it had become imperative that the Council take action after receiving the letter from the State. Otherwise, the State might take drastic steps and take over the City’s system down the road, he said. The City has to raise the rates enough to “break even,” he stressed.
Mayor Pro Tem Balsley – The Mayor Pro Tem expressed how much he hated to raise the rates, but he said the Council members were not doing their jobs if they don’t upgrade the sewer system.

Councilwoman Zdanski – The Councilwoman said that water is going to be a “precious commodity,” which she noted is already true in the western part of the country.

Mayor Festerman asked Finance Director Phillips if he had anything he’d like to share?

Phillips said his staff are getting some questions from residents. However, he noted that some people are saying they figured it was about time or that it was going to happen. He said he felt the majority of residents understand what is going on. He said staff could direct them to places that could help with bills and could dispense flyers on how to conserve water. Mayor Festerman told Phillips to encourage his people to be as compassionate as they can. Phillips said they will try to work with citizens as much as possible.

Councilman Turner asked the City Manager if a consensus or vote was needed. City Manager Almond said he expected a vote after the public hearing next week. He asserted that if they didn’t have the revenue to balance the Water and Sewer Funds, he didn’t know what they would do.

General Fund and Parks & Recreation Fund.

City Manager Almond explained how $1 million is transferred from the General Fund to the Parks & Recreation Fund. He asked Council members to reflect back to this time last year. The City was facing an extremely tight budget and considering Fund Balance appropriations for operations. He reminded them that they had the understanding last year that they might have to come back and ask for appropriations from the General Fund Undesignated Fund Balance for capital items, etc. He said he was happy to say that now, he didn’t think we’re going to have to do that. Staff has frozen some items and not spent some monies. They have cut back on expenditures but the losses in revenues were worse than they had expected, he said.
City Manager Almond said that in the coming fiscal year, there will need to be some appropriations from the Fund Balance but they will be for capital, not operations. He said he was very proud of that. Looking at next year’s budget, it is a “bare bones” operating budget, he noted, and looks even bleaker than this year. The State’s budget is worse too, he pointed out, stressing that the City’s budget depends partially on the State.
Mayor Festerman noted that as Council members, they are required to balance the budget.

City Manager Almond distributed a “Summary of Projected Revenues for FY 10-11, Not Including “One-Time” Revenues.” He discussed the columns, explaining that the items in red are one-time line items. He reviewed some of those items. He pointed out that projected revenues for the coming fiscal year at $14,326,200 are a couple hundred thousand dollars less than the current year, which came in at $14,518,584.
Looking at the Parks & Recreation Fund, current revenues were budgeted at $367,215 but next year, they are projected at only $254,800. City Manager Almond attributed most of this to the lack of Teen Center grants. The State has indicated it will not fund the Center in the coming year, he noted. Mayor Festerman pointed out that the City had no reason to believe they’d get the funding from the Governor’s Crime Commission last year. The City Manager attributed this to “influential people” helping the City secure the funding in the past.

Therefore, the City is approximately $300,000 short in revenue projections, City Manager Almond said. The budget includes transferring $418,700 from the Water Fund, a subsidy from the Greensboro water sales, to the General Fund, he added. If that transfer is taken out of the budget and not transferred to the General Fund, the City will need “a heck of a tax increase,” he said.

Councilwoman Zdanski stated that with less than expected revenues, the City is facing an approximate $700,000 shortfall on the whole. City Manager Almond noted that he’s always said the City has a revenues problem, not an expenditures problem.

There was a discussion of the various revenue sources. The City Manager said the City may see a small increase in ad valorem taxes. Several local industries have purchased new equipment, it was noted. 

Mayor Festerman asked about ABC revenues? Councilman Turner, the liaison to the ABC Board, said the local store knows that something is going to happen but don’t know what. The State has taken half of the beer and wine tax, he said. Phillips said they’re talking about taking half of it again this year. City Manager Almond noted that the City had not required as much revenues from the ABC Store while it paid off the debt on the new store. He questioned what happens to that if the system is consolidated. The State has told Jodi Langel, the manager, that it will look at these details later. Councilwoman Zdanski questioned the delay, noting that this could be a “deal breaker.” There was further discussion on this topic. City Manager Almond said that these monies have always been a “good, solid source of growing revenue” for the City.

State-shared revenues are also projected to go down, from the current $4,289,400 to $4,142,100 in the coming year. Unfortunately, there is nothing we can do about it, the City Manager said.  Mayor Festerman noted that it is the mindset in Raleigh that cities don’t charge enough in property tax. 

Returning to the handout, City Manager said that the City won’t get any more funding for the Gang Investigator or Gang Prevention positions. After a brief discussion about leases and the sale of fixed assets, they moved on to the Parks & Recreation Fund.
Looking at grant revenues, City Manager Almond noted that the NC Governor’s Crime Commission had given the City a year to transition and attempt to find other sources of support for the Teen Center. Unfortunately, revenues for the Center are going from $121,700 to $10,000, he said. He pointed out that the City would need to make up $300,000 just to maintain what the City has now.

City Manager Almond informed Council that staff would be able to do it. Mayor Festerman said it seemed like there have been past years when the budget was “more out of whack.” The City Manager pointed out that those estimates included capital.

The City Manager said that going up on fees is typically not worth it. He said he knows that a tax rate increase is not a possibility. Using the Fund Balance for operating is not an option unless something drastic happens, he asserted.

Discussion turned to vacancies within the City staff. City Manager Almond noted that as every job becomes vacant, staff is looking to determine if the job is essential or could it be combined with other duties.

Assistant City Manager Terri Stamey briefly reviewed the City’s self-insured health insurance plan, which she noted she had reviewed at the retreat. Currently the renewal numbers are looking good, and she said she expected them to be able to keep rates stable. They were looking at changing the Cobra and HIPPA provider, which would save the City about $3,000, she said. Overall the outlook is good, Stamey said, and statistically, the City is coming out of the large claims. She concluded by noting that the City has 176 full-time employees and provides insurance to about 204-205, including retirees. Renewal is May 1st, she said.
City Manager Almond then passed out a list of capital needs. He noted that many of these items have been “put off year after year.” He said he will be recommending that capital come from the Fund Balance. Mayor Festerman questioned whether it would make sense to lease some of the large ticket items that aren’t used very often rather than purchasing them? The City Manager said they do that now with leaf trucks, but he was having trouble thinking of items that would fall into this category.

City Manager Almond said staff would continue to look at jobs that become vacant due to retirement or resignation. He said he wanted to know if there were any “sacred cows” on the table that couldn’t be touched.

Mayor Festerman asked about offering to employees the opportunity to have a couple of days off without pay but with approval by the department head. It had already been noted that a furlough would only save the City about $40,000. Assistant City Manager Stamey said that the Mayors suggestion could be complicated and hard to administer. City Manager Almond said he didn’t think we were there yet.
Councilwoman Zdanski said they need to find a way to take care of the Teen Center since the budget is $121,000 short there.

City Manager Almond asked about the Gang Investigator position? Mayor Festerman discussed the City receiving a special position in burglary and domestic crimes, stating the loss and addition of positions basically were a “wash.”

City Manager Almond said that depending on the decision with the Water and Sewer Funds, staff can bring to Council a balanced budget. He said he planned to have the public hearing at Council’s May 5th meeting, noting that the budget hearing must be advertised at least 10 days beforehand.

Councilman Johnson asked who funds the Teen Center? He was informed that the sources of revenue have been the NC Governor’s Crime Commission, the Reidsville Area Foundation and the City of Reidsville. The Mayor noted that a half million was spent to get that project up and going.

Councilwoman Zdanski questioned whether the vote on the water and sewer rates should be taken during the April regular meeting or whether the comments made there should be taken under advisement and the vote taken during a budget work session. The City Manager said staff would need to know pretty soon after that.

It was decided that the next budget work session would be held at 12 noon on Friday, April 16, after the Wednesday, April 14, regular meeting.

City Manager Almond then distributed a two-page Capital Equipment Sheet. He noted that some items had already been trimmed, but more would be trimmed. He discussed a few of the line items.

There was a brief discussion about whether the City should buy or lease purchase these items. Upon a question from Mayor Festerman, Phillips said that interest right now is so low, only earning 1.5%. Therefore, the City will be spending about $30,000 in interest over four years. It would free up some money, he said. City Manager Almond said it was just something to think about. 

Mayor Festerman then asked to go around the table and give Council members a few minutes to share anything they’d like.

Councilwoman Zdanski – She encouraged Council members to attend a 6:30 p.m. NC Horse Council meeting Monday at the Extension Service building. On the agenda is a discussion on the proposed equestrian center.

Mayor Pro Tem Balsley – No report.

Mayor Festerman – No report.

Councilman Johnson – The Councilman invited those present to attend a Youth Conference at his church, West End Baptist, from 10 a.m. to 12 noon on Saturday, April 17. He would be speaking at the conference, which would be discussing gangs.

Councilman Henderson – No report.

Councilman Turner – No report.

Councilman Rucker – No report, but he said he hoped to see them again next time.

City Manager Almond reminded them that Moses Staton had invited them all to a May 1st banquet at Lone Star Masonic Lodge. Anyone who wants to attend should let Angela or Cindy know.

The City Manager also said that agenda packets would be going out on Thursday instead of Wednesday. He said Angela was shorthanded with Cindy out of the office.

He added that five bids ranging between $1.2 and $1.5 million had been received for the North Scales Street improvement project. He said he had been a little disappointed that only five bids were received, but it was the same day the City of Burlington was letting out a large project. The item is not on the agenda, but will be included as part of the City Manager’s report if it is ready.
Councilman Henderson then made the motion, seconded by Councilwoman Zdanski and unanimously approved by Council in a 7-0 vote, to adjourn at approximately 1:30 p.m.
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James K. Festerman, Mayor

ATTEST:
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 Angela G. Stadler, CMC, City Clerk
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