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CITY OF EDEN, N. C.

A special budget work session of the City Council, City of Eden was held on Wednesday, April 22, 2009 at 5:30 p.m., in the Council Chambers, 308 East Stadium Drive.  Those present for the meeting were as follows:  
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MEETING CONVENED:

Mayor Grogan called the special budget work session of the City Council to order and welcomed those in attendance. He then turned the meeting over to the City Manager, Brad Corcoran.
Mr. Corcoran began by reading his budget message.  On behalf of the City of Eden staff, I am pleased to present to you the fiscal plan for FY 2009-2010.  The budget is in balance and has been prepared in accordance with the guidelines set forth in the Local Government Budget and Fiscal Control Act (N.C.G.S. Chapter 159, Article III).

Balancing this budget has been a very long and arduous task which has resulted in a document which continues to meet the City’s basic needs in the critical service areas and addresses a few of the various capital improvement needs currently facing the City.  The budget does not, however, provide all of the funds necessary for the capital needs within the City of Eden.

Introductory Remarks

This year has been very challenging and there is currently more uncertainty about the future than in recent memory.  The economy throughout the United States, North Carolina, Rockingham County and the City of Eden has slowed dramatically and we currently find ourselves in the middle of a widespread recession.  The unprecedented economic conditions facing the nation are increasingly straining the ability of cities to meet their financial needs and Eden is no exception.  The unemployment rate in Rockingham County has continued to climb to unprecedented levels since September, 2008:

Unemployment Rate In Rockingham County 







September, 2008


7.9%







October, 2008



8.6%







November, 2008


9.6%







December, 2008

           10.1%







January, 2009


           12.9%







February, 2009

           14.2%

During the past few years Eden has lost nearly 1,000 jobs and approximately $ 3,993,691 in net water/sewer revenue per year as a result of three industry closings:  Parkdale Mills (11-01-06), Liberty Textiles (07-31-07) and HanesBrand (02-05-09).  Liberty Textiles and HanesBrand moved their operations out of the United States.  The impact of these closings has been absolutely devastating.  Unfortunately, when we lose large water and/or sewer customers the amount of expenditures we are capable of eliminating is extremely limited.  The City’s buildings, facilities and infrastructure are still in place and require essentially the same amount of resources to operate and maintain them on a daily basis.

Due to the declining state of our economy a series of cost reduction measures were implemented on January 7, 2009 in an effort to make sure our annual expenditures for the current FY 2008-09 fiscal year do not exceed our actual revenues.  The cost reduction measures implemented are still in place and included the following:

· Hiring freeze on all full-time equivalent positions unless otherwise approved by the City Manager.

· Travel and training freeze on all full-time equivalent positions unless it saves the City money, is needed for economic development purposes and/or is required in order to maintain or complete an essential certification.

· Freeze on overtime pay unless it is an absolute emergency and is unavoidable.

· Placed a “hold” on six different capital outlay initiative projects totaling a projected cost of $ 118,200.

· Held mandatory meetings for all employees to reinforce our sustainable energy reduction plans and goals.

· Temporary suspension of expenditures for nuisance abatement and code enforcement initiatives and implementation of an aggressive strategy aimed at collecting the $127,814.02 that the City was owed at the end of December, 2008.

· Across-the-board reductions (ranging from 3% to 7%) in each department and division totaling $ 981,160 based upon the monetary size of each department/division. 
Unfortunately, there is no “magic bullet” that can be used to solve the FY 2009-10 budget dilemma.  The approach that was used in preparing the budget for the upcoming year was to look internally to see what we as a staff could do prior to placing any additional burdens on our citizens.  The FY 2009-10 budget does not include any cost-of-living allowance or performance based merit pay increases for the upcoming year.  In addition, the budget includes a net reduction of two (2) full-time employees (as previously approved by the City Council) in the Police Department (one management level position and one communications/data entering position) through attrition as vacancies occurred in certain positions and the mobile data terminals became fully functional within the Police Department.  Furthermore, funds being allocated for overtime, travel and training have been kept at minimal levels for the upcoming year.  In FY 1995-96 the City had 203 full-time equivalent (FTE) employees.  The FY 2009-10 budget includes funding for 180  FTE positions.  An additional position (as previously approved by the City Council) is scheduled to be eliminated within the Police Department once there is a vacancy within one of their Secretarial positions.

Of the twenty (20) department/division budgets with personnel eleven (11) or 55.00% are being allocated less money in FY 2009-10 than what they were appropriated for the current fiscal year.  An additional four (4) or 20.00% department/division budgets with personnel are being allocated less than an additional $ 3,000 for FY 2009-10.  You will see that we have taken a look at our annual operating expenses to see if there are additional ways to streamline these costs. 

City staff has submitted a variety of funding applications for programs affiliated with the American Recovery and Reinvestment Act Of 2009 and is hopeful that some of these projects and initiatives will eventually be funded.  Any funds we are able to receive as a result of these efforts reduces the financial burden to our taxpayers. 

The FY 2009-10 budget does not include a proposed tax increase and despite the loss of HanesBrand the budget does not include a proposed increase in water and sewer rates.
Budget Highlights

· The combined budgets for fiscal year 2009-10 equal $ 24,662,200 which is a reduction of $ 1,713,200 or 6.50% when compared to the adopted combined budgets for FY 2008-09 which equal $ 26,375,400. 

· A further breakdown of the FY 2009-10 budget indicates the following:

	Summary (Funds)
	FY 2009-10 Budget

	General
	$  12,881,600

	Water & Sewer

	8,680,200

	Self Insurance
	2,281,100

	Waterline Upgrade
	368,900

	Police Pension
	218,700

	Emergency Communications          
	  171,500

	Bio-Solids Treatment
	26,300

	Runabout Travel



	25,400

	Municipal Service Tax District

  
	8,500

	Sewer Rehabilitation


         
	0

	Water Pressure Improvement            
	0                       

	
	                $ 24,662,200

	Less: 


	

	Inter-fund Transfers

	$   2,446,700

	Appropriated Fund Balances  
	$   1,957,100

	Pass Thru Funds – Ex. Runabout Travel
  
	$        33,900


TOTAL NEW REVENUE
  $ 20,224,500   (Compared To $ 22,805,900 For FY 2008-09)
· The FY 2009-10 budget includes $ 2,446,700 in inter-fund transfers (i.e. funds within the budget that are shown as revenue and expenditures in two different locations).  These include the following:

A. $ 1,964,200 shown under Group Insurance and Holding Account – Self Insurance Fund line items within various departmental and division budgets within the General Fund and Water & Sewer Fund and then again within the Self Insurance Fund.
B. $ 368,900 shown under Special Appropriations within the Water & Sewer Fund and then again within the Waterline Upgrade Fund.

C. $ 87,300 shown under the Separation Allowance line item in the Police Department budget within the General Fund and then again within the Police Pension Fund.

D. $ 26,300 shown under Special Appropriations within the Water & Sewer Fund and then again within the Bio-Solids Treatment Fund.
· The available fund balance budgeted to be utilized during FY 2009-10 include a total of $ 1,957,100.  

A. A total of $ 1,200,100 is listed in the Water & Sewer Fund.  The use of this money is necessary due to the closure of HanesBrand.  Although the FY 2009-10 budget includes $1,200,000 in revenue from a take-or-pay payment that should be received by October, 2009 the net water/sewer revenue loss associated with the closing of HanesBrand is approximately $3,000,000 per year.  The only reason the projected FY 2009-10 deficit is not more is due to the fact that the $ 1,657,100 set aside in the current FY 2008-09 budget for the final debt related payments on the 1990 $ 23,000,000 revenue bond referendum for water and sewer improvements will be made in June, 2009 thereby freeing up that amount of revenue during FY 2009-10 to help balance the Water & Sewer Fund budget.  The City’s audited financial statements for the period ending June 30, 2008 indicated that there was an existing unrestricted fund balance within the Water & Sewer Fund at that time that was equal to 

$ 7,659,335.  

B. A total of $ 626,100 is listed in the General Fund.  The City’s audited financial statements for the period ending June 30, 2008 indicated that there was an existing undesignated fund balance within the General Fund at that time that was equal to $ 4,757,093.  
C. A total of $ 130,900 is listed in the Police Pension Fund.  The City’s audited financial statements for the period ending June 30, 2008 indicated that there was an existing fund balance within the Police Pension Fund at that time that was equal to $333,337.  It should be noted that $ 202,437 (according to current projections from the Finance Department) of this total is scheduled to be used during the current FY 2008-09 budget year.  The City of Eden is actually funding its annual obligation for separation allowance payments on a pay as you go basis which eliminates the need for maintaining an on-going balance within the fund.  The use of the $ 130,900 in projected remaining fund balance saves the General Fund an additional expenditure of $ 130,900 for FY 2009-10.

· The FY 2009-10 budget includes $ 33,900 in pass thru funds (i.e. funds within the budget that are collected by the City from a specific source and then spent by that same source).  These include the following:

A. $ 25,400 within the Runabout Travel Fund.  The individuals that participate in the Runabout Travel Club make payments into the fund to cover the expenses related to their various trips.  This fund does not include the appropriation of any funds from the taxpayers of Eden.

B. $ 8,500 within the Municipal Service District Tax Fund.  The various property owners within the Municipal Service Tax Districts within Leaksville and Draper pay additional taxes that are placed in this fund to cover specific expenses related to the two downtown areas.  A total of $ 6,800 is estimated to be received from the Leaksville area and $ 1,700 is projected to be received from the Draper area.  This fund does not include the appropriation of any funds from the taxpayers of Eden.

· The $ 20,224,500 in total new revenue for FY 2009-10 is a reduction of $2,581,400 or 11.32% when compared to the $ 22,805,900 in new revenue projected for FY 2008-09.  

· On March 7, 2009 the City Council met for its annual budget/planning retreat.  According to the priorities 

submitted by the Mayor and members of City Council there were four (4) items listed by a majority of the Council members.  These include:
A. Economic Development – Job Creation – Industrial & Retail Recruitment
B. Cost Reduction Measures & Adopt A “Hold The Line” Budget

C. Proceed With Annexation Program
D. Communication Initiatives
 It should be noted that these priorities helped to serve as a financial blueprint during the preparation of the budget for FY 2009-10.  Funding has been included in the FY 2009-10 budget to address each of these priority areas.

· The budget includes $ 150,000 (compared to $ 100,000 for FY 2008-09) in the General Fund as an un-appropriated contingency and $ 150,000 (compared to $100,000 for FY 2008-09) in the Water & Sewer Fund as an un-appropriated contingency for unforeseen declines in revenue and/or unanticipated expenditures.  This $ 300,000 will be added to the appropriate fund balances if not utilized during the upcoming fiscal year.  The reasoning behind the increase in both contingency accounts is due to the fact that the department/division budgets represent the “bare minimum” in anticipated expenditures and it is not unrealistic to believe that additional funds may be needed during the course of the year for unanticipated expenditures such as major vehicle/equipment repairs and/or unforeseen declines in revenue such as sales tax reimbursements that are greatly dependent upon the condition of the economy.  
· The FY 2009-10 budget does not increase the current tax rate of $ 0.62 per $100 assessed property valuation.  A comparison of the existing tax rates being charged by surrounding governmental entities is as follows:   



Eden



$ 0.62







Rockingham County          
$ 0.705


Madison


$ 0.73




Stoneville


$ 0.67




Mayodan


$ 0.58







Wentworth


Not Applicable




Reidsville                    
$ 0.73

· The actual breakdown for the various departments/divisions within the General Fund are as follows:
	Department/Division
	FY 2009-10

Budget
	FY 2008-09

Budget
	Year To Year

Change

	Governing Board
	$     41,400
	$     43,700
	
$     (2,300)

	Administration
	136,200
	134,300       
	1,900

	Environmental Services
	66,000     
	66,500
         
	(500)

	Finance/Human Resources
	208,400                         
	208,300                          
	100

	Economic/Tourism Development          
	238,200
	191,200   
	47,000

	Information Technology
	87,800
    
	86,800

	1,000

	Legal
	56,600
 
	50,700
 
	5,900

	Police   
	  3,921,600 
	3,895,700    
	25,900

	Fire

	1,673,600
	1,601,100    
	72,500

	Engineering
	       64,800
	61,800
	3,000

	Streets
 
	1,313,000           
	1,616,800
	   (303,800)

	Powell Bill
 
	465,900  
	542,200
	     (76,300)

	Solid Waste
	1,808,900         
	1,865,700
	     (56,800)

	Planning & Inspections 
	619,500         
	662,800
	(43,300)

	Parks/Recreation/Facility M.       
	1,204,800          
	1,197,300
	        7,500

	Public Building Services      
	75,200
   
	79,800     
	(4,600)  

	Fleet Maintenance
     
	254,700
	255,100
	          (400)

	Special Appropriation
     
	495,000             
	395,500
	99,500

	Contingency

	     150,000  
	100,000 
	      50,000  

	
	$ 12,881,600
	$ 13,055,300
          
	($   173,700)




  Governing Board:  $ 87,500 To $ 82,800 – ( - $ 4,700)

The Dues/Subscriptions line item has been reduced by $ 4,000 due to the fact that a one-time payment to Rockingham Community College for Eden’s portion of the maintenance and operation of the Public Access Channel available on Time Warner Cable has now been paid.  The combined projected expenses under Travel, Telephone, Office Supplies and Department Supplies have been decreased by a total of $ 700 based on existing expenditures through the first nine months of FY 2008-09.  The reimbursement percentage from the Water & Sewer Fund remains unchanged at 50% which means that $ 41,400 is included in the Special Appropriations section of the Water & Sewer Fund to help cover a portion of the costs associated with the Governing Board.  The Governing Board budget in the General Fund of $ 41,400 represents a decrease of $ 2,300 or 5.26% when compared to the adopted budget for FY 2008-09 which was $43,700.  



   Administration:  $ 268,600 To $ 272,400 – ( + $ 3,800)

Increases in a variety of line items are the reason this department’s cost is increasing. The Copier Charge Out (+ $ 3,000), Telephone (+ $1,000), Travel (+ 1,700), Office Supplies (+ $ 500), and Group Insurance (+ $1,400) line items are all increasing based upon actual expenditures for the first nine months of FY 2008-09 and the projected costs for FY 2009-10.  Offsetting a portion of these increases are reductions in a variety of line items including:   State 401k Contribution (- $1,700), Printing (- $1,500), and Employee Incentives (- $ 100) to name a few.  The reimbursement percentage from the Water & Sewer Fund remains unchanged at 50% which means that $ 136,200 is included in the Special Appropriations section of the Water & Sewer Fund to help cover a portion of the costs associated with the Administration department.  The Administration budget in the General Fund of $ 136,200 represents an increase of $ 1,900 or 1.41% when compared to the adopted budget for FY 2008-09 which was 
$ 134,300.  



   Environmental Services:  $ 190,100 To $ 188,600 – ( - $ 1,500)

The funds previously allocated to the Christmas Allowance line item and a portion of the funds previously allocated to the State 401k Contribution and the Employee Incentives line items have been moved into the Group Insurance line item to help offset the projected increase in health and dental costs for FY 2009-10.  Small decreases in a variety of line items are the reason this department’s cost is going down.  The Department Supplies line item is being reduced by $400 while the M/R Vehicles, Office Supplies, Miscellaneous Expense, Postage, M/R Building, M/R Equipment and M/R Radio line items are going down by a combined $ 700.  The reimbursement percentage from the Water & Sewer Fund remains unchanged at 65% which means that $ 122,600 is included in the Special Appropriations section of the Water & Sewer Fund to help cover a portion of the costs associated with the Environmental Services department. The Environmental Services budget in the General Fund of $ 66,000 represents a slight reduction of $ 500 or 0.75% when compared to the adopted budget for FY 2008-09 which was $ 66,500.



   Finance & Human Resources:  $ 462,800 To $ 463,300 – ( + $ 500)

The Finance & Human Resources department is remaining essentially unchanged.  There is an increase of $ 3,000 under Contracted Services to cover the actuarial valuation of the Health Care Plan which is a requirement of GASB 34.  In addition, there is an increase of $ 2,800 under postage due to the projected increase in postal rates and the fact that all postage for the General Fund will now be expensed out through this single line item pursuant to a recommendation we received from the auditor.  Furthermore, there is an increase of $1,400 under Equipment Rental to pay for half of the rental costs associated with the postage machine (other half is under Billing & Collections department).  Finally, there are a variety of additional minor increases some of which include:  Professional Services (+ $1,600) and Group Insurance (+ $3,500).  Offsetting most of these increases were reductions in several different line items some of which included: Advertising (- $ 3,000), Travel (- $ 1,500), EDP Supplies (- $ 1,000), Special Incentives (- $ 1,000) and State 401k Contribution (- $ 2,400).  The reimbursement percentage from the Water & Sewer Fund remains unchanged at 55% which means that $ 254,900 is included in the Special Appropriations section of the Water & Sewer Fund to help cover a portion of the costs associated with the Finance & Human Resources department. The Finance and Human Resources budget in the General Fund of $208,400 represents a very small increase of $ 100 or 0.05% when compared to the adopted budget for FY 2008-09 which was $ 208,300.
Economic & Tourism Development:  $ 191,200 To $ 238,200 – ( + $ 47,000)

This department is increasing by $ 47,000 or 24.58% due to the fact that expenses previously shown in other locations of the budget are now being expensed out of this department.  First, the current FY 2008-09 budget includes 

$ 41,000 in the Special Appropriations department within the General Fund for expenses related to the revenue we receive from the special occupancy tax approved by the North Carolina General Assembly.  These expenses are now itemized and listed within the Economic and Tourism Development budget under a new line item entitled Occupancy Tax Expenditures.  Second, the current FY 2008-09 budget includes $ 5,000 in the Special Appropriations department within the General Fund for expenses related to the City’s contribution to Riverfest.  The $ 5,000 contribution is now in this department under a new line item entitled Riverfest.  Finally, the departmental request for FY 2009-10 included $ 4,300 in the Special Appropriations department within the General Fund for an additional contribution to the City’s Promotional Activities Fund for the annual Pottery Festival.  The Promotional Activities Fund is being closed out at the request of the auditor and a new line entitled Pottery Festival has been included in this department’s budget.  You will note that a total of $ 8,000 has been allocated for FY 2009-10.  There is a revenue line item that has been added to the General Fund revenue spreadsheet entitled Donations/Fees Pottery Festival which includes a total of $ 3,700 in projected revenue.  That revenue when combined with the additional request of $ 4,300 from the Special Appropriations department equals the $ 8,000 that is included in the Economic and Tourism Development budget for FY 2009-10.  There are a variety of additional line items that are being increased or decreased based on existing expenditures through the first nine months of FY 2008-09 and the projected costs for the upcoming year.  


   Information Technology:  $ 173,700 To $ 175,700 – ( + $ 2,000)

Information Technology will see a slight increase in spending for FY 2009-10.  There is an increase of $ 3,400 under Data Transmission/WAN.  This line item pays for our internet service and during the past year we added the two recreational facilities for use by the children in our afterschool and summer programs.  In addition, there is an increase of $ 4,600 under C/O Equipment Non-Depreciated for two items.  First, a total of $ 3,000 has been allocated for the Baracuda SPAM Firewall.  This is the hardware appliance that sits between the internet and the e-mail server to filter SPAM and viruses that arrive via e-mail.  Second, there is $ 1,600 allocated for three Network attached storage devices that will be placed at the City Hall, Water Filtration Plant and Public Works Facility.  Each of these storage devices will provide redundant storage for our desktop level backups.  There are a variety of additional increases some of which include Computer Lease (+ $2,000), Software License Fees (+ $2,500) and Group Insurance (+ $600) to name a few.  Offsetting a portion of these increases is a reduction of $ 10,900 under Other Department C/O Equipment Depreciated due to the fact that we replaced our 1998 Minolta copier here at City Hall during the current year and will not have that expense again in FY 2009-10.  The reimbursement percentage from the Water & Sewer Fund remains unchanged at 50% which means that $ 87,900 is included in the Special Appropriations section of the Water & Sewer Fund to help cover a portion of the costs associated with the Information Technology department. The Information Technology budget in the General Fund of $ 87,800 represents an increase of $ 1,000 or 1.15% when compared to the adopted budget for FY 2008-09 which was $ 86,800.  It should be noted that there was an additional $20,700 in identified part-time assistance and capital needs related to Information Technology that were not funded in this budget due to financial limitations.  


   Legal:  $ 101,500 To $ 113,300 – ( + $ 11,800)

In January, 2009 the City transitioned from a City Attorney who served the City on a contractual basis for a limited amount of work each month to a full-time Staff/City Attorney who now serves the City Council, staff and citizens on a full-time basis.  The costs for making such a move were very limited compared to the level of funding already being provided for the limited amount of services being received on a part-time basis and the projected advantages of having an attorney who is now available on a full-time basis.  The Professional Services line item has been decreased by $ 90,000 and the appropriate line items for Salaries, FICA, Retirement Expense, Group Insurance, State 401k Contribution and Short Term Disability Insurance have been created with a combined total of $ 93,800 being allocated for FY 2009-10.  A total of $ 10,000 has been left in the Professional Services line item for any costs associated with cases that are still being wrapped up by the City’s previous City Attorney and for any additional professional services that may be needed during FY 2009-10.  The Legal Department includes several new line items some of which include: Office Supplies (+ $ 500), Printing (+ $ 200), Training (+ 600) and Telephone (+ $ 1,500).  In addition, the Dues/Subscriptions line item has been increased by $ 3,100 to cover the annual subscription to the on-line Westlaw Legal Research service and the State Bar dues for the City Attorney.  The reimbursement percentage from the Water & Sewer Fund remains unchanged at 50% which means that $ 56,700 is included in the Special Appropriations section of the Water & Sewer Fund to help cover a portion of the costs associated with the Legal department. The Legal budget in the General Fund of $ 56,600 represents an increase of $ 5,900 or 11.64% when compared to the adopted budget for FY 2008-09 which was $ 50,700.


   Police:  $ 3,895,700 To $ 3,921,600 – ( + $ 25,900)

The increase in the Police Department is due mainly to one additional expense.  A total of $ 60,500 has been included under Principal (+ $ 49,700) and Interest (+ $ 10,800) to fund the first year of a five year lease-purchase program for the purchase of the equipment needed to implement the Viper 800 MHz Radio System within the Eden Police Department.  The City has applied for a grant to cover this cost but if the grant is not received then appropriated funds will be needed to make the acquisition.  The FY 2009-10 budget for the Police Department includes several additional increases some of which include: C/O Equipment Non-Depreciated (+ $15,000) for the replacement of five in-car video cameras, Contracted Services (+ $13,700) to cover the additional costs associated with the Livescan and Mobile Pack used by our Detectives/Narcotics Division, and Separation Allowance (+ $ 87,300) to cover a portion of the costs associated with the separation allowance payments for FY 2009-10 being made to former law enforcement officers.  In the current FY 2008-09 budget there is no appropriation for this expense since the fund balance from the Police Pension Fund is being utilized to fulfill our annual obligations.  A close review of the Police Department budget will reveal that a number of line items have been reduced for the upcoming year.  Some of the more significant reductions include: Police Emergency Communications (- $ 68,100) now that the data conversion software associated with the Records Management System has been acquired, C/O Vehicles (- $ 18,300) since we have completed our purchase of a replacement truck for our Animal Control Officers , M/R Radios (- $ 7,000) since we will be replacing our existing radios with the new radios for the Viper 800 MHz Radio System, and Employee Incentives (- $ 5,500) to help offset a portion of the additional costs included under Group Insurance.  It is noteworthy to point out that the total number of employees within the Police Department has been reduced from fifty-seven (57) full-time positions to fifty-three (53) positions in just the last thirteen months as approved during the annual planning/budget retreat on February 23, 2008.  Each of these positions was eliminated as a result of attrition.  One (1) additional position (Secretary III) is scheduled to be eliminated at some point in the future through attrition as vacancies occur within the department.  Having said that, the Police Department has submitted a grant application for four additional Police Officers (2 Patrol Officers and 2 Narcotics Officers) through the Community Oriented Policing Services (COPS) Hiring Grants Program which is a component of the American Recovery And Reinvestment Act Of 2009.  If awarded, the grant covers 100% of the salaries and benefits associated with the additional officers for a period of three years.  The acquisition of this grant would allow us to put additional law enforcement officers on our streets for the next three years without placing an additional financial burden on the taxpayers of our community.  The Police budget of $ 3,921,600 represents an increase of $ 25,900 or 0.66% when compared to the adopted budget for FY 2008-09 which was $ 3,921,600.  
Fire:  $ 1,601,100 To $ 1,673,600 – ( + $ 72,500)

The budget for the Fire department will experience an increase in FY 2009-10 due to a variety of factors.  First, a total of $ 37,000 has been included under C/O Building Improvement for the replacement of the current gasoline generator at Station 4.  The current generator only runs certain things and was in used condition when it was brought to the station.  It can be difficult to start and is not capable of providing back-up power to everything in the station.  It is very important to be totally backed up with power at this station since it is the main staging station in an emergency disaster situation.  The new generator would be natural gas and would be large enough to run everything at Station 4.  Second, an additional $ 31,600 ($ 7,600 to $ 39,200) has been allocated under C/O Equipment Non-Depreciated for five different needs.  These include the replacement of four SCBA air packs that are now thirteen years old ($ 16, 380), the replacement of ten sets of personal protective turn-out gear ($ 15,380) that are worn out, the replacement of ten pagers ($ 4,140) that are worn out, the acquisition of 4 multi-gas monitors ($ 2,237) for the first out trucks that don’t have ones and the replacement of various pieces of worn out equipment that is used by our confined space team ($ 1,000).  Third, total of $ 17,400 has been included under Principal (+ $ 14,300) and Interest (+ $ 3,100) to fund the first year of a five year lease-purchase program for the purchase of the equipment needed to implement the Viper 800 MHz Radio System within the Eden Fire Department.  The City has applied for a grant to cover this cost but if the grant is not received then appropriated funds will be needed to make the acquisition.  Fourth, Department Supplies is increasing by $ 5,000 ($ 18,200 to $ 23,200) due the fact that we need to replace 1,000 ft. of LDH (large diameter) and 3 ball valves.  Fifth, Contracted Services is increasing by $ 8,000 ($ 13,800 to $21,800) due to a $12,000 payment that will be made to the Leaksville Rural Fire Department as a result of the Indian Hills Annexation.  It is anticipated that costs associated with towel and rug service through Aramark will be less than the current year which is why this line item is only increasing by $ 8,000 versus the entire $12,000 payment. The most significant reduction in the Fire Department budget is $ 20,000 under C/O Equipment Depreciated as a result of equipment that will not need to be purchased during the course of the upcoming year.  In addition, the funds previously allocated to the Christmas Allowance line item and a portion of the funds previously allocated to the State 401k Contribution and the Employee Incentives line items have been moved into the Group Insurance line item to help offset the projected increase in health and dental costs for FY 2009-10.  The Fire budget of $ 1,673,600 represents an increase of $ 72,500 or 4.53% when compared to the adopted budget for FY 2008-09 which was $ 1,601,100.  
Engineering:  $ 247,400 To $ 259,400 – ( + $ 12,000)

The Engineering department budget will experience an increase in FY 2009-10.  One of the main reasons for this increase is an increase of $ 6,500 under C/O Equipment Depreciable for the replacement of the HP750C plotter that has been in service since May, 1996.  The screeching noise is horrendous and efforts are made to only use the current plotter before or after normal business hours to avoid causing others to suffer from the sounds.  Maintenance of the machine is no longer supported and replacement parts have become extremely hard to find.  In addition, the current plotter is not fully functional with our current computer operating system.   The new plotter will work with the latest versions of CAD software and the current computer operating system (Vista).  Second, Salaries indicates an increase of $ 5,000 due to a comparative based increase that was overlooked and not included in the current FY 2008-09 figure.   Third, there are smaller increases included in Uniforms/Laundry (+ $100), Mapping Supplies (+ $100), Auto/Gas (+ $500), Auto/Tires (+ $300), and Contracted Services (+ $400).  Offsetting a portion of these increases are reductions in a variety of line items some of which include:  Professional Services/Programming (- $ 500), M/R Equipment (- $ 1,000), and Training (- $ 300).  The reimbursement percentage from the Water & Sewer Fund remains unchanged at 75% which means that $ 194,600 is included in the Special Appropriations section of the Water & Sewer Fund to help cover a portion of the costs associated with the Engineering department. The Engineering budget in the General Fund of $64,800 represents an increase of $ 3,000 or 4.85% when compared to the adopted budget for FY 2008-09 which was $ 61,800.



    Streets:  $ 1,616,800 To $ 1,313,000 – ( - $ 303,800)
The main reason for the decrease within this budget is due to the reduction of $342,100 ($ 366,100 to $ 24,000) under M/R Sidewalks that was allocated during FY 2008-09 for the replacement of 11,374 linear feet of sidewalks that was in need of immediate replacement.  Additional reductions include Contracted Services (- $ 7,000) due to a reduction in funding for temporary employees to assist in Leaf Collection, C/O Improvements (- $ 5,700) due to less Non-Powell Bill Eligible (NPBE) Streets being resurfaced in FY 2009-10 and M/R Drains (- $ 10,000) due to less citizens making applications for drainage assistance grants.  Offsetting some of these reductions are a variety of increases some of which include: Lights For City Streets (+ $ 37,700) due to the additional costs now being incurred for the pole rentals and street lights associated with the two downtown improvement projects, M/R Patching (+ $ 16,000) due to some patching work that was previously contracted out now being handled in-house and Auto/Gas (+ $ 2,100) for anticipated increases associated with the cost of fuel.  As noted previously, the Street department budget does include $ 3,400 for the resurfacing of Truman Street - one NPBE street during FY 2009-10.  The Streets budget of $ 1,313,00 represents a reduction of $ 303,800 or 18.79% when compared to the adopted budget for FY 2008-09 which was $ 1,616,800.  



    Powell Bill:  $ 542,200 To $ 465,900 – ( - $ 76,300)
The Powell Bill funds scheduled to be spent are decreasing by $ 76,300 due to the City receiving less funds from the State of North Carolina that are designated for this purpose.  According to the state-aid revenue projections we received from the State of North Carolina the $ 465,900 in identified expenses matches identically to the projected revenue we anticipate receiving from the State of North Carolina combined with the interest we anticipate earning on our Powell Bill funds during FY 2009-10.  The Powell Bill budget of $ 465,900 represents a reduction of $ 76,300 or 14.07% when compared to the adopted budget for FY 2008-09 which was $ 542,200. 



    Solid Waste:  $ 1,865,700 To $ 1,808,900 – ( - $ 56,800)

There are a variety of factors that are contributing to the decrease within the Solid Waste division budget.  First, there is a decrease of $ 20,000 under Contracted Services ($ 325,000 to $ 305,000) based on current expenses through the first nine months of FY 2008-09.  Second, there is a decrease of $17,000 under C/O Building Improvement ($ 17,000 to $ 0) due to the fact that the Compost Site project is scheduled to be completed during FY 2008-09.  Third, there is a combined reduction of $ 31,900 under C/O Lease Principal ($151,000 to $ 120,300) and C/O Lease Interest ($ 12,300 to $ 10,100) due to the fact that we made our final payments on the 45G Knuckle Loader during FY 2008-09.   Offsetting a portion of these reductions are increases of $ 9,600 under Auto/Gas and $ 12,000 under M/R Vehicles.  In addition, the funds previously allocated to the Christmas Allowance line item and a portion of the funds previously allocated to the State 401k Contribution and the Employee Incentives line items have been moved into the Group Insurance line item to help offset the projected increase in health and dental costs for FY 2009-10.  The Solid Waste budget of $ 1,808,900 represents a decrease of $ 56,800 or 3.04% when compared to the adopted budget for FY 2008-09 which was $1,865,700. 

Planning & Inspections:  $ 662,800 To $ 619,500 – ( - $ 43,300)
The main reason for the decrease within this budget is due to the reduction of $45,000 ($ 55,000 to $ 10,000) under Professional Services that was allocated during FY 2008-09 for the update of the Land Use Ordinances (Zoning, Subdivision and Watershed).  City staff was going to be assisted on this project by staff from the Piedmont Triad Council Of Governments (PTCOG) but the declining economic conditions caused City management to freeze these funds.  The project will now be handled in-house by existing staff within the Planning and Inspections department. Some of the additional reductions include: Department Supplies (- $ 1,000), Community Appearance Commission Expense (- $ 2,000), Historical Preservation Expense (- $ 500), Postage (- $ 4,000) since this is now being expensed in the Finance and Human Resources Department, Travel (- $ 500) and Training (- $ 500).  Offsetting a portion of these reductions is a variety of increases.  First, Tree Board Expenses have been increased by $6,800 ($ 1,500 to $ 8,300) for the replacement of twenty-seven trees that are either missing, dead or damaged along Highway 14.  The main problem has been with the thundercloud plum trees.  As they have grown, many have become top-heavy and they tend to blow over.  Mr. Web Irving, the City’s current landscape maintenance contractor (and advisor to the Tree Board) believes there are several reasons for this: 1) the trees were “limbed up” too high, probably due to NCDOT specifications at the time of planting; 2) this type of tree tends to have a shallow root system, making it susceptible to blowing over; and 3) the drought conditions for the past several summers have been particularly hard on these trees.  The Tree Board is researching alternative options, such as crape myrtles, which would also provide color similar to the plum trees.  However, whereas the plums only flower for one to two weeks each Spring, the crape myrtles would flower most of the Summer.  The cost of replacement for the thundercloud plums and crape myrtles would be the same.  Second, the costs associated with Contracted Services is expected to increase by $ 5,000 ($ 70,000 to $ 75,000) due to the allocation of $ 15,000 for costs associated with annexation initiatives.  Previously, these funds were included in a line item within the Special Appropriations section of the General Fund budget.  Since the annexation initiatives are handled in-house by staff from the Planning and Inspections department it makes more sense to allocate these costs within this departments’ budget as opposed to the Special Appropriations section of the budget.  Third, there is an increase of $ 3,000 ($ 65,000 to $68,000) under Landscaping Supplies for the costs associated with maintaining various locations throughout the City.  The Planning & Inspections budget of $619,500 represents a decrease of $ 43,300 or 6.53% when compared to the adopted budget for FY 2008-09 which was $ 662,800.



    Parks, Recreation & Facility Maintenance:  $ 1,197,300 To $ 1,204,800 – ( 


+ $ 7,500)
The Parks, Recreation & Facility Maintenance budget includes a slight increase for FY 2009-10.  First, the $ 50,000 allocated for the debt service associated with the Freedom Park loan is now being paid out of this department’s budget and the Municipal Park Fund is being closed during FY 2008-09 as recommended by the City’s auditor.  Previously, the Special Appropriations section of the General Fund budget included the $ 50,000 payment that was then transferred into the Municipal Park Fund prior to making the actual payment to the bank.  Second, the FY 2009-10 budget includes $ 7,000 for the purchase of a John Deere Gator under C/O Off Road and $ 9,000 for the purchase of a Clark Floor Scrubber under C/O Equipment Depreciated.  The John Deere Gator for use at Freedom Park would replace the Cub Cadet that was provided to the City by Williams Trull through an agreement to provide advertising on signs at Freedom Park.  They have opted out of this agreement and we have been forced to return the Cub Cadet to them.  The Clark Floor Scrubber will be used to refinish the gymnasium floors in the Bridge Street Recreational facility and the Mill Avenue Recreational facility.  It will also be used to refinish the floors in other public buildings throughout the City.  Third, there are smaller increases within a variety of other line items some of which include: Uniforms/Laundry (+ $ 600), Auto/Gas (+ $ 3,500), and M/R Building (+ $ 2,000) to name a few.  Offsetting most of these increases are two larger reductions.  First, there is a reduction of $ 42,500 under C/O Land Improvements ($ 48,500 to $ 6,000).  The FY 2008-09 budget included funding for the development of the Highway 700 River Access, the Smith River Access and the resurfacing of the Bridge Street Recreation Center parking lot.  All of those items are scheduled to be completed during FY 2008-09.  The FY 2009-10 budget includes $ 6,000 for the resurfacing of the Mill Avenue Recreation Center parking lot.  Second, there is a reduction of $ 25,100 ($ 41,100 to  $16,000) under C/O Building Improvement.  The FY 2008-09 budget included funding to repair the air handler at City Hall, to replace the air conditioner at the Bridge Street Recreation facility, to partner with the Fire Department on the replacement of the electrical service at the Draper Community Center/Fire Station 200 and the replacement of the roof at the facility maintenance/smokehouse facility behind Fire Station 300.  All of these items are scheduled to be completed during FY 2008-09.  The FY 2009-10 spending plan includes $ 13,000 for the installation of a variable frequency drive on the air handler at City Hall and $ 3,000 to repair a leak in the boiler.  Based on information we have received from Brady Incorporated the City could save $16,174.00 annually on electrical costs at the municipal building by installing a variable frequency drive on the main air handler here at City Hall.  This would assist us in our efforts to conserve energy and lower costs which is a component of our Sustainable Energy Plan.  The $ 3,000 for the boiler repairs will allow us to remove and repair the leaking flue tube, install new gaskets on the waterside and fireside of the boiler.  The Parks, Recreation & Facility Maintenance budget of $ 1,204,800 represents an increase of $ 7,500 or 0.63% when compared to the adopted budget for FY 2008-09 which was $ 1,197,300.


     Public Building Services:  $ 99,800 To $ 94,000 – ( - $ 5,800)

This department was created during FY 2003-04 at the request of the City’s independent Auditing firm of Rouse, Rouse, Penn and Rouse, L.L.P..  The costs within this department are those costs that are associated with the provision of basic telephone, electric and gas services to the City Hall.  The Utilities line item is projected to decrease by $ 5,700 ($ 73,500 to $ 67,800) while the Telephone line item is projected to increase slightly by $ 300 ($ 6,800 to $ 7,100) and the Utilities/Gas line item is projected to decrease slightly by $400 ($ 19,500 to $ 19,100).  The reimbursement percentage from the Water & Sewer Fund remains unchanged at 20% which means that $ 18,800 is included in the Special Appropriations section of the Water & Sewer Fund to help cover a portion of the costs associated with the Public Building Services department. The Public Building Services budget in the General Fund of $ 75,200 represents a decrease of $ 4,600 or 5.76% when compared to the adopted budget for FY 2008-09 which was $ 79,800.



     Fleet Maintenance:  $ 392,400 To $ 391,900 – ( - $ 500)

The Fleet Maintenance budget remains relatively unchanged with just a slight decrease of $ 500.  There is an increase of $ 17,700 under C/O Equipment Non-Depreciated ($ 0 to $ 17,700) for two items.  First, a total of $ 8,700 has been allocated for the replacement of the diagnostic scanner.  The current diagnostic scanner is nearly seven years old, is now outdated and can no longer be upgraded.  When the check engine light comes on in a vehicle equipped with ODBII or the CAN system you have to have something to read the trouble codes.  The scanner eliminates the guess work and pinpoints the sensor that’s showing a fault.  Without this unit we would have to do a great deal of trial and error work to make the repairs which could end up adding a great deal of additional cost.  Since 1996 the EPA has required manufacturers to install either the ODBII or CAN system on all vehicles to help control emissions.  Second, a total of $ 9,000 has been allocated for the replacement of one of the natural gas heater’s with a waste oil heater.  We currently have two gas heaters mounted in the ceiling of the shop.  During this past year we unexpectedly had to replace one of the heaters when the fire box burned out.  The remaining heater is a 1990 unit and we are now experiencing regular repair issues.  The new unit would be a waste oil heater and would operate by burning our waste oil that is generated from servicing the City fleet and then stored in a 500 gallon tank.  This is a renewable fuel and yet another example of our on-going efforts to reduce costs as a component of our Sustainable Energy program.  There is an increase of $ 20,400 ($ 367,900 to $ 388,300) under the Purchase Inventory/Fuel line item and an increase of $ 5,500 ($ 220,000 to $ 225,500) under the Purchase Inventory/Parts line item based on actual costs through the first nine months of FY 2008-09 and projected costs during FY 2009-10.  Offsetting most of these increases are the fact that we anticipate receiving an additional combined $ 37,500 in reimbursements for fuel charges, tire charges and parts charges.  The reimbursement percentage from the Water & Sewer Fund remains unchanged at 35% which means that $ 137,200 is included in the Special Appropriations section of the Water & Sewer Fund to help cover a portion of the costs associated with the Fleet Maintenance department. The Fleet Maintenance budget in the General Fund of $ 254,700 represents a decrease of $ 400 or 0.16% when compared to the adopted budget for FY 2008-09 which was $ 255,100.



   Special Appropriations:  $ 395,500 To $ 495,000 – ( + $ 99,500)

The main reason for the increase within this budget is due to the allocation of $218,100 ($ 0 to $ 218,100) under a new line item entitled Holding Account – Self Insurance Fund.  The creation of this line item and the allocation of these funds are consistent with a previous decision made by the City Council to set these funds aside in this line item in the event they are needed to help balance the costs associated with the Self Insurance Fund during FY 2009-10.  If the funds are not needed they will not be transferred into the Self Insurance Fund and will remain within the General Fund fund balance.  There are several other changes within this budget worth pointing out.  First, as previously mentioned, several different line items have been zeroed out and those funds are now included in other locations throughout the budget.  These include:
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Annexation Initiatives
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Planning & Inspections
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Special Appropriations

Economic & Tourism 
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Development

MSD Tax – Leaksville

Special Appropriations

Municipal Service District 









Tax Fund

MSD Tax – Draper

Special Appropriations

Municipal Service District 









Tax Fund

Second, there is an increase of $ 20,000 ($ 0 to $ 20,000) under Special Appropriations Contribution: Elections for the municipal elections that will be held in November, 2009.  This cost figure was received from the Rockingham County Office of Elections.  Third, there is a reduction of $ 14,200 ($ 87,600 to $ 73,400) under Performance/Incentive Agreements for the payments the City will be responsible for making to Weil McLain ($ 37,929.33) and Innofa ($35,430.91) during FY 2009-10.  There are certain performance benchmarks that these industries must meet in order to receive 100% of the funds allocated.  If they fail to meet all of the agreed upon benchmarks the annual payment is pro-rated accordingly.  The Special Appropriations budget of $ 495,000 represents an increase of $ 99,500 or 25.16% when compared to the adopted budget for FY 2008-09 which was $ 395,500.



   Contingency:  $ 100,000 To $ 150,000 – ( + $ 50,000)
The amount allocated as a contingency within the General Fund has been increased from $ 100,000 to $ 150,000.  Numerous line items have been cut throughout the General Fund to a “bare bones level” and this money will be set aside and only utilized in the event of unexpected/needed expenditures and/or unanticipated declines in revenues. The Contingency budget of $ 150,000 represents an increase of $ 50,000 or 50.00% when compared to the adopted budget for FY 2008-09 which was $ 100,000.
· The actual breakdown for the various departments/divisions within the Water & Sewer Fund are as follows:

   



FY 2009-10

FY 2008-09

Year To Year
Department/Division
      
Budget

   
Budget

    
 Change
Water Resources
           $       349,700
       $       355,200

$        (5,500)

Billing & Collections
                    397,900

    351,700                            46,200

Water Plant


     1,179,200
             1,430,300

      (251,100)

Collection & Distribution
     1,434,300
             1,462,500                           (28,200)

Wastewater Treatment
                 1,373,700                1,799,800

      (426,100)

Water Construction

        410,000

    880,000                         (470,000)

Sewer Construction

        195,000

    270,400                           (75,400
Special Appropriation
                 3,190,400
             4,552,900
               (1,362,500)

Contingency


        150,000                   100,000

         50,000 



 

$   8,680,200           $ 11,202,800
           ($  2,522,600)


   Water Resources:  $ 355,200 To $ 349,700 – ( - $ 5,500) 

The Water Resources departmental budget will decrease slightly during FY 2009-10.  Some of the reductions include:  Overtime (- $ 2,000), Travel (- $800), Utilities/Electric (- $ 900), Safety Equipment (- $ 600) and Training (- $800).  Offsetting a portion of these reductions are increases in Auto/Gas ($ + 1,200), Telephone ($ + 100), Uniforms/Laundry ( + 100).   In addition, the funds previously allocated to the Christmas Allowance line item and a portion of the funds previously allocated to the State 401k Contribution and the Employee Incentives line items have been moved into the Group Insurance line item to help offset the projected increase in health and dental costs for FY 2009-10.  The Water Resources budget of $ 349,700 represents a reduction of $5,500 or 1.55% when compared to the adopted budget for FY 2008-09 which was $ 355,200.



    Billing & Collections:  $ 351,700 To $ 397,900 – ( + $ 46,200)

The increase in the Billing & Collections Department is due mainly to one additional expense.  A combined total of $ 63,000 has been included to cover the costs associated with transitioning to a monthly billing process effective July 1, 2009.  First, a total of $ 35,500 has been included to cover the salaries and benefits associated with adding a third meter reader.  Second, a total of $ 5,400 has been added under Auto/Gas and Auto/Tires for the additional truck (already in our inventory) that will be utilized on a daily basis.  Third, a combined total of $ 600 has been included under Uniforms/Laundry and Small Tools to outfit and equip the additional meter reader.  Fourth, a combined total of $17,000 has been added under Postage and Printing to cover the additional costs associated with billing on a monthly basis as opposed to billing on a bi-monthly basis.  Finally, a total of $ 4,500 has been included under C/O Equipment Non-Depreciated to cover the costs associated with purchasing an additional hand held meter reading device.  The Billing & Collections Department has submitted a funding application for the acquisition of an Automated Meter Reading (AMR) system through the Clean Water State Revolving Fund and Drinking Water State Revolving Fund which are funding components of the American Recovery And Reinvestment Act Of 2009.  Unfortunately, we were just notified that we were not selected for funding through the Clean Water State Revolving Fund but we continue to hold out hope for being awarded funding through the Drinking Water State Revolving Fund.  If awarded the necessary funding, the AMR system would allow us to consolidate our meter reading efforts and we would be able to transition from three meter reader positions to just one full-time position with back-up assistance being provided from personnel in another department such as  Collections & Distribution.  The Billing & Collections budget of $ 397,900 represents an increase of $ 46,200 or 13.14% when compared to the adopted budget for FY 2008-09 which was $397,900.


    Water Filtration Plant:  $ 1,430,300 To $ 1,179,200 – ( - $ 251,100)

There are a variety of reasons why the Water Filtration Plant budget is decreasing by $ 251,100 during FY 2009-10.  First, there is a decrease of $156,700 under C/O Equipment Depreciated ($ 156,700 to $ 0).  The current budget included a total of $ 150,000 for the replacement of the Programmable Logic Controllers (PLC) at the Water Filtration Plant and $ 6,700 for the replacement of the Spectrophotometer in the laboratory at the plant.  Both of these items will be completed during FY 2008-09 thereby eliminating the need for any funds in FY 2009-10.    Second, there is a reduction of $ 14,400 under C/O Vehicles ($ 14,400 to $ 0).  A 1984 Chevrolet pickup truck was replaced during the current budget year and no additional funds will be needed in this line item for FY 2009-10.  Third, there is a decrease of $ 84,700 under Utilities/Electric ($ 281,200 to $ 196,500) due primarily to the closure of HanesBrand.  Fourth, there is reduction of $ 15,000 under M/R Equipment ($76,000 to $ 61,000) based on actual expenditures for the first nine months of the current year and projected costs for FY 2009-10.  Fifth, there is a decrease of $ 2,000 under M/R Building ($ 7,000 to $ 5,000) based on actual expenditures for the first nine months of FY 2008-09 and the projected costs for FY 2009-10.  Finally, there is a variety of smaller reductions in several line items throughout the entire Water Filtration Plant budget.  Offsetting a portion of these reductions is one main increase.  Despite the closure of HanesBrand we are expecting an increase of $ 30,200 under Chemicals ($ 249,800 to $ 280,000) due to the escalating costs associated with the cost of various chemicals needed to operate the plant.  The Water Filtration Plant budget of $ 1,179,200 represents a decrease of $ 251,100 or 17.56% when compared to the adopted budget for FY 2008-09 which was $ 1,430,300.

    Collection & Distribution:  $ 1,462,500 To $ 1,434,300 – ( - $ 28,200)

The Collection & Distribution budget will be decreasing by $ 28,200 in FY 2009-10 due to a variety of factors.  First, there is a decrease of $ 40,000 under Utilities/Electric ($ 140,000 to $ 100,000) due primarily to the closure of HanesBrand and the reduced costs associated with operating the Railroad Pump Station.  Second, there is a reduction of $ 25,000 under I & I Abatement ($25,000 to $ 0) due to the fact that no money has been spent out of this account during the first nine months of FY 2008-09 and that a total of $ 25,000 is provided in the Sewer Construction Department budget under S/C M/R System for use as needed.  Third, there is a decrease of $ 14,000 under C/O Equipment Depreciated ($ 14,000 to $ 0) since the sewer lateral camera was replaced during the current year.  Fourth, there is a reduction of $ 15,000 under M/R Outfalls ($ 75,000 to $ 60,000) based on actual expenditures for the first nine months of the current year and projected costs for FY 2009-10.  Finally, there is a variety of smaller reductions in some additional line items such as M/R Taps (- $ 1,000), M/R Hydrants (- $ 1,500), Department Supplies (- $ 2,000), Small Tools (- $ 2,300), Miscellaneous Expense (- $ 1,500). M/R Building (- $ 3,000), and Contracted Services (- $ 4,400) to name several of them.  Offsetting many of these reductions is a variety of different increases based primarily on actual costs for the first nine months of the current fiscal year.  Some of the more significant projected increases include: M/R Collection (+ $ 20,000), M/R Distribution System (+ $ 8,000), M/R Equipment 

(+ $ 25,000), M/R Metering (+ $ 7,500) and Auto/Gas ($ 5,700).  In addition, a total of $ 3,200 has been allocated under Mission Telemetry to purchase the materials and service that will be needed for the Caleb Street Booster Pressure Pumping Station.  In addition, the funds previously allocated to the Christmas Allowance line item and a portion of the funds previously allocated to the State 401k Contribution and the Employee Incentives line items have been moved into the Group Insurance line item to help offset the projected increase in health and dental costs for FY 2009-10.  The Collection & Distribution budget of $1,434,300 represents a decrease of $ 28,200 or 1.93% when compared to the adopted budget for FY 2007-08 which was $ 1,462,500.

   Wastewater Treatment:  $ 1,799,800 To $ 1,373,700 – ( - $ 426,100)

The Wastewater Treatment budget will be decreasing by $ 426,100 in FY 2009-10 due to a variety of factors.  First, there is a decrease of $ 320,000 under Chemicals – Polymer ($ 345,000 to $ 25,000) as a result of the HanesBrand closure.  This $ 320,000 is not a true savings to the taxpayers since HanesBrand previously paid all of the costs associated with the polymer for their color removal process.  Second, there is a reduction of an additional $ 15,000 under Chemicals ($ 60,000 to $ 45,000) due primarily to the closure of HanesBrand.  Third, there is a decrease of $ 29,800 under Utilities/Electric ($ 205,000 to $175,200) due primarily to the closure of HanesBrand and the fact that we have now been able to shut down half of the wastewater treatment plant as a result of the HanesBrand closing.  In addition, we are looking at the feasibility of using solar mixers which may allow us to cut back on the use of our aerators resulting in additional savings.  Fourth, there is a reduction of $ 33,000 under M/R Equipment ($ 140,000 to $ 107,000) based on actual expenditures during the first nine months of FY 2008-09 and the projected costs for FY 2009-10.  Fifth, there is a reduction of $ 73,000 under Contracted Services ($ 355,000 to $262,000) due primarily to the fact that we are now generating less sludge (approximate reduction of 30% - 40% according to Ms. Melinda Ward, Superintendent of Wastewater Treatment).  Sixth, there is a decrease of $20,000 under C/O Equipment Depreciable ($ 20,000 to $ 0).  The current budget included $ 20,000 for the replacement of one brush aerator.  Offsetting some of these reductions is an increase of $ 65,000 under C/O Buildings ($ 55,000 to $120,000) for two items.  A total of $ 35,000 is being allocated for the replacement of four splitter box gates and $ 85,000 is being allocated for the repair of two clarifiers.  Currently, our clarifiers are in desperate need of repair, which can’t be performed without operable gate valves to shut off the flow.  Because of the scope of the work, once the gates are installed, we will be able to complete weir and baffle replacement for two of our clarifiers.  This will also allow us to determine the condition of the remaining clarifiers and make the necessary decisions in reference to future repairs.  In the last plant upgrade, two large clarifiers were installed along with the two small clarifiers already in service.  The material used for the weirs and baffles was aluminum, which has proven to not hold our current type of wastewater.  The metal is now pitted with holes at the water level along with parts of the baffles coming apart at the seams.  This could cause improper operation of the clarifiers ranging from short circuiting to equipment interference.  We are not able to easily determine the condition of the rest of the clarifier since we can’t stop the flow to the clarifier to drain it.  The work we plan to do during FY 2009-10 will allow us to determine the scope of work for the future.  The Wastewater Treatment budget of $ 1,373,700 represents a decrease of $ 426,100 or 23.67% when compared to the adopted budget for FY 2008-09 which was $ 1,799,800.



    Water Construction:  $ 880,000 To $ 410,000 – ( - $ 470,000)

The Water Construction budget will decrease substantially in FY 2009-10 due to the lack of available resources for additional capital outlay improvement projects.  First, there is a reduction of $ 350,000 under Raw Water Intake – Supplemental Pumping Project ($ 350,000 to $ 0) since this project has now been completed.  Second, there are reductions in the following line items as a result of the necessary funding for each item being allocated in the current budget:



Shannon Drive 


$ 85,000
To
$ 0



Loftus Street



$ 70,000
To
$ 0



Central Avenue


$ 42,000
To
$ 0



Roberts Street



$ 47,000
To 
$ 0



Lawson Street



$ 36,000
To 
$ 0



Adams Street



$ 50,000
To 
$ 0



Shamrock Road


$ 70,000
To 
$ 0

The allocations listed under W/C Professional Services ($ 10,000) and W/C M/R System ($ 20,000) are remaining unchanged in the FY 2009-10 budget and are for unanticipated and otherwise unbudgeted needs that may arise during the course of the year.  The amount of money listed under the Waterline Upgrades line item is being increased by $ 280,000 ($ 100,000 to $ 380,000) for six new initiatives that are in need of immediate attention:

Design – E. Stadium Drive – 1,280 ft. of 6” WL from Bradford Street to Third Avenue



$   15,000

Design – Dishmon Loop – 960 ft. of 6” WL from Stadium Drive to old Hylton Street




$   15,000

French Street & Ridge Avenue – 1,330 ft. of  6” WL from  Stadium Drive to North Rickman


$ 110,000

Wilson Street & Dogwood Drive – 1,952 ft. of 6” WL along both streets east of Pierce Street



$ 125,000

Greenway Drive & Mebane Street – 1,150 ft. of 6” WL from Weaver Street to Country Club Drive and on Mebane Street








$   86,000 

Glovenia Street – 350 ft. of 6’ WL from Boone Road to Chestnut Street






$   29,000

The Water Construction budget of $ 410,000 represents a reduction of $ 470,000 
or 53.41% when compared to the adopted budget for FY 2008-09 which was 
$880,000.



    Sewer Construction:  $ 270,400 To $ 195,000 – ( - $ 75,400)

The Sewer Construction budget will decrease in FY 2009-10 due to the lack of available resources for additional capital outlay improvement projects.  First, there is a reduction of $ 50,000 under S/C M/R System ($ 75,000 to $ 25,000) based on actual expenditures during the first nine months of FY 2008-09.  Second, the relocation of the sewer line located under the building at AC Furniture will not be completed during FY 2008-09 as initially hoped.  As a result, $ 140,000 of the $ 163,400 that was allocated for this project in the current budget will need to be reallocated in the FY 2009-10 budget.  The AC Furniture line item includes a reduction of $ 23,400 ($ 163,400 to $ 140,000).  The allocations listed under S/C Professional Services ($ 10,000) and Emergency Repairs – Pump Stations ($ 20,000) are remaining unchanged in the FY 2009-10 budget and are for unanticipated and otherwise unbudgeted needs that may arise during the course of the year.  The Sewer Construction budget of $ 195,000 represents a reduction of $ 75,400 or 27.88% when compared to the adopted budget for FY 2008-09 which was $ 270,400.



   Special Appropriation:  $ 4,552,900 To $ 3,190,400 – ( - $ 1,362,500)

The decrease in the Special Appropriation section of the Water & Sewer Fund budget is due primarily to the elimination of the debt service payments related to the 1990 $ 23,000,000 revenue bond referendum for water and sewer improvements and the lack of available resources for additional capital outlay improvement projects.  The final payments on the 1990 revenue bond debt will be made in June, 2009.  The current FY 2008-09 budget includes $ 845,000 for the final principal payment, $ 38,100 for the final interest payments and $774,000 as an allocation to a holding account for future debt service.  This represents a total of $ 1,657,100 that has been eliminated from the FY 2009-10 budget.  In addition, the budget includes a reduction of $ 181,900 under Performance/Incentive Agreements ($ 268,700 to $ 86,800) as a result of the HanesBrand closure and the elimination of the annual payment previously made by the City of Eden and Rockingham County to HanesBrand for their continued presence in our communities.  Offsetting a portion of these reductions is a variety of different increases.  First, there is an increase of $ 33,000 under Special Appropriations Contribution: Annexation Initiatives ($ 300,000 to $333,000) for costs associated with  various capital outlay improvements required in the area being annexed into the City in August, 2009.  Second, there is a slight increase of $ 13,500 under Contribution To General Fund Administrative Charges ($ 1,036,800 to $ 1,050,300).  Third, there is an increase of $ 368,900 under Contribution/Capital Projects Waterlines ($ 0 to $368,900) for the remaining funds that will be needed to reimburse NCDOT for the utility work associated with the Smith River Bridge Upgrade project.  The total cost being paid by the City for this project is projected to be approximately $ 678,500.  Fourth, there is an increase of $ 26,300 under Contribution/Capital Projects Bio-Solids ($ 0 to $ 26,300) for the remaining funds that will be needed to fully fund the Bio-Solids Improvement project.  Fifth, there is an allocation of $ 56,800 ($ 0 to $ 56,800) under a new line item entitled Holding Account – Self Insurance Fund.  The creation of this line item and the allocation of these funds are consistent with a previous decision made by the City Council to set these funds aside in this line item in the event they are needed to help balance the costs associated with the Self Insurance Fund during FY 2009-10.  If the funds are not needed they will not be transferred into the Self Insurance Fund and will remain within the Water & Sewer Fund fund balance.  Sixth, the budget does include the funds necessary to make the annual debt service payments on both the 2007 and 2008 water and sewer improvement loans ($ 1,260,300).  Unfortunately, the closure of HanesBrand has had a devastating impact on the resources that would otherwise be available for allocation during FY 2009-10.  As a result, a total of $ 4,048,500 that was requested by City staff for a variety of capital outlay projects had to be eliminated from the budget as submitted.  This included $ 1,192,300 for the Dry Creek Sewer Outfall Rehabilitation project, $ 1,651,300 for the Northern Smith River Outfall Rehabilitation project, and $ 634,100 for SOC Pump Stations and $ 570,800 for continued Sanitary Sewer Evaluation Studies.  The Special Appropriations allocation of $3,190,400 represents a significant decrease of $ 1,362,500 or 29.93% when compared to the adopted budget for FY 2008-09 which was $ 4,552,900.

  

 Contingency:  $ 100,000 To $ 150,000 – ( + $ 50,000)
The amount allocated as a contingency within the Water & Sewer Fund has been increased from $ 100,000 to $ 150,000.  Numerous line items have been cut throughout the Water & Sewer Fund to a “bare bones level” and this money will be set aside and only utilized in the event of unexpected/needed expenditures and/or unanticipated declines in revenues. The Contingency budget of $ 150,000 represents an increase of $ 50,000 or 50.00% when compared to the adopted budget for FY 2008-09 which was $ 100,000.
· There are just four (4) statewide revenues that Eden receives from the State of North Carolina.  Each of these is tied directly to and depend upon economic forces: the Beer and Wine Tax, the Utilities Franchise Tax, the Local Option Sales Taxes, and the Powell Bill.  The revenue estimates for FY 2009-10 we received from the North Carolina League of Municipalities are based on preliminary collection figures for the current fiscal year, compared to collections for the same period a year ago, and other economic indicators of future conditions.   In FY 2006-07 actual revenues collected from these four sources of revenue were equal to $ 4,079,646.  In FY 2007-08 actual revenues collected from these four sources of revenue were equal to $ 4,155,102.  The current FY 2008-09 budget projected receiving a combined total of $ 4,150,600 last Spring prior to the development of the current economic recession.  The FY 2009-10 budget projects only receiving a combined total of $ 3,923,500 which is a decrease of $ 231,602, or 5.57% when compared to the actual amount that we collected during the FY 2007-08 fiscal year.

· Due to various reporting changes implemented by the state of North Carolina the budget includes a significant reduction in the Article 44 sales tax receipts (10-3234-31000) revenue line item from $ 494,700 to $ 90,000.  The ½ cent tax was reduced to ¼ cent in October 2008 and beginning with the January 2010 distribution, the remaining ¼ cent of Article 44 will be eliminated.  In order to offset this reduction in revenue the state has created a separate account for a hold harmless payment designed to offset the loss from the Article 44 receipts.  Currently, there is no sunset date on this new hold harmless payment so it will be a part of city revenue going forward.  The FY 2009-10 budget includes a total of $ 369,700 being received under a new line item entitled, State Hold Harmless Payment (10-3234-31001) to account for the reduction in Article 44 receipts.  The total of $ 494,700 in projected revenue from FY 2008-09 has decreased by a total of $ 35,000 or approximately 7.07% to $459,700 ($ 90,000 + $ 369,700) for FY 2009-10 due in part to the changes in the economy.
· The revenues within the General Fund are growing at a pace that has not been consistent with inflation.  In addition, revenues received have not been sufficient enough to offset the related costs associated with providing the basic level of services our citizens have come to depend and rely upon.  Consider the following:

General Fund Revenues Not Including The Use Of Fund Balance, Loan Proceeds And/Or Tax Increase

FY 2000-01 Actual




$  10,583,295

FY 2001-02 Actual




$    9,874,249

FY 2002-03 Actual




$    9,887,234

FY 2003-04 Actual




$  10,585,953 






          (Reassessment)
FY 2004-05 Actual




$  11,131,267

FY 2005-06 Actual




$  11,306,131

FY 2006-07 Actual




$  11,893,917
FY 2007-08 Actual




$  12,454,202
FY 2008-09 Anticipated



$  12,574,800
FY 2009-10 Anticipated



$  12,255,500 
General Fund Revenues have only increased by $ 1,672,205 since FY 2000-01.  This is an increase of 15.80% over nine years or approximately 1.76% per year.

· The budget includes a decrease of $ 20,500 in the amount of revenue that will be received from the annexation in-lieu-of payments within the General Fund ($550,400 to $ 529,900).  The projection of $ 550,400 is more in line with the actual collections for FY 2007-08 which equaled $ 529,841.  The ten-year agreements with MillerCoors Brewing Company, Duke Energy, Pillowtex and Parkdale all came to an end during FY 2002-03 (actual collections for that year equaled $ 934,423).  New ten-year agreements were executed with MillerCoors Brewing Company, Duke Energy and Parkdale.  The bankruptcy filing by Pillowtex eliminated their continued participation in the annual payments.  The properties currently being occupied by MGM Transport and Weil-McLain have been voluntarily annexed into the Eden corporate limits thereby eliminating the need to pursue a similar agreement with these two (2) companies.  During FY 2006-07 Parkdale closed their doors and the agreement was assumed by Thoroughbred Resources, LLC. (A.C. Furniture).  New agreements will need to be reached prior to the expiration of the current agreements in FY 2012-13.

· Similar to previous year’s, the FY 2009-10 budget document includes a Five Year Capital Outlay Program in an effort to facilitate improvements in the City’s long-term budgeting and planning process as well as to improve the flow of communication concerning those projects and equipment needs that will be facing the City over the next five years.  The five year $ 6,320,550 (excluding the recommendations previously set forth in the Comprehensive Water & Sewer Master Plan) program has been based on the “physical needs” of the City as identified by the appropriate department/division head and has been reduced as a result of the economic conditions and general uncertainty about the economy.  The current FY 2008-09 budget document reflected a five year need of $11,088,205.  A detailed justification sheet on each item contained within the Five Year Capital Outlay Program is being maintained by the respective Department/Division Head.

· The FY 2009-10 budget does not anticipate a sale of fixed assets during this year.  There was a sale/auction on March 15, 2008 that only raised a combined total of $ 41,994.25 compared to the combined estimate for FY 2007-08 which was $ 193,100.  The sale/auction during FY 2004-05 raised a combined $200,181.  It is estimated that there will be $ 0 collected in FY 2009-10 as a result of selling fixed assets that are declared to be surplus.  Due to the economy the annual budgets for the last couple of years have included only a limited amount of funding for the purchase of vehicles and equipment which means we have less rolling stock that is being declared to be surplus.

· The FY 2009-10 budget includes the necessary funding to continue supporting the City’s membership in a variety of organizations including:  National League of Cities ($ 1,432), North Carolina League of Municipalities ($ 10,389), Institute of Government ($ 1,708), Piedmont Triad Council of Governments ($3,302), Piedmont Triad Partnership ($ 1,000) and Piedmont Triad Council of Governments Cable T.V. Program Services ($ 8,025).

· The FY 2009-10 budget includes the necessary funding to continue supporting a number of community-wide organizations and events including:  Rockingham County Arts Council ($ 2,000), Eden Library ($ 2,600), Eden Chamber of Commerce ($ 10,000), Eden Rescue Squad ($ 12,000), Redirections ($ 500), Riverfest ($ 5,000),  Ribfest ($ 5,000), Pottery Festival ($ 4,300) and July 4th Celebration ($ 5,000). 

· The budget includes an allocation of $ 39,800 to the Partnership For Economic & Tourism Development in order to continue the City’s support of enhanced marketing, tourism development and industrial recruitment/retention efforts. Based upon a 2000 census population number of 15,908 this equates to a per capita contribution of $ 2.50.
· During the City Council meeting in the month of April, 2007 I outlined the problems we were experiencing in terms of the costs associated with providing Solid Waste services and revenues being collected for those services.  This fact was reiterated in the FY 2007-08 Budget Message as well as during the annual planning/budget retreat on February 23, 2008.  As a result, the City Council appointed a special committee consisting of citizens, Councilman Darryl Carter, Councilman Jim Burnette and members from City staff.  The purpose of the committee was to examine the services currently being offered, the way the services are currently offered, the associated costs, and recommendations going forward in terms of the services to be offered in the future, the way they should be offered going forward, and the fees to be charged for the provision of those services.  The Committee met on numerous occasions and presented their final findings to the members of City Council on November 17, 2008.  On March 7, 2009 the City Council met for their annual planning/budget retreat and considered the recommendations set forth by the Citizen’s Advisory Solid Waste Committee.  Specifically, the committee’s recommendations concerning the monthly solid waste rates were as follows:

A. A reduction in the level of services being provided is not recommended.  Members of the committee who talked to their friends and neighbors found that by and large they did not want the City to reduce the solid waste services it offers.

B. Establish a two part rate structure as follows:

1. The FY 2008-09 budget indicated an average cost of residential solid waste service delivery of $ 21.09 per resident per month.

2. Tipping fees are based on the amount of solid waste in tons delivered to the Rockingham County Landfill.  These fees should be paid out of property tax revenues and currently represent approximately 17% of the total cost of residential service delivery.

3. All other expenses should be paid by the resident.  This portion comprises 83% of the total cost of residential service and would set the residential solid waste rate at $ 17.50 per month for each resident based on FY 2008-09 costs.

4. At a minimum, future annual adjustments will need to be made in the rate structure to keep pace with inflation and to ensure that the people receiving the service are paying what the service actually costs.

C. The Pay As You Throw (PAYT) program was instituted with the express purpose of encouraging and rewarding recycling efforts by residential customers and thereby reducing the volume of recyclables going to the landfill.  In reality, the greater portions of solid waste costs are not the landfill tipping fees but the cost of placing personnel and equipment at the customer’s curb to collect their solid waste.

D. It was generally agreed that the PAYT rate structure should be discontinued by bringing all residential customers to the same monthly charge by July 1, 2010.  During the past 3 ½ years inflation has averaged 3.5% per year.  Assuming inflation continues at that rate over the course of the next couple of years the current cost for all non-tipping fee costs associated with residential solid waste collection would increase from $ 17.50 per customer per month to $ 18.75 per customer per month.

The first phase of increases previously approved by the City Council will go into effect on July 1, 2009.  Those customers who have a blue color coded sticker on their refuse container will pay $ 15.33 per month.  Customers who have an orange colored sticker on their refuse container will pay $ 16.07 per month.  Those customers who have a red color coded sticker on their refuse container will pay $ 16.81 per month.  The projected revenues under Solid Waste Fees Residential within the General Fund is $ 1,114,500 which represents an increase of $ 369,717 or 49.64% when compared to the actual revenues collected in FY 2007-08 which equaled $ 744,783.  

It should be noted that the commercial side of solid waste is currently generating the revenues necessary to offset the costs associated with the services they receive from Waste Management.  

· Projected reductions in both residential and commercial development will translate into less revenue for the City in FY 2009-10.  The actual revenue received from Building Permits, Plumbing Permits, Mechanical Permits, Sign Permits and Electrical Permits was $ 91,963 during FY 2007-08 which was an increase of $ 12,335 or 15.49% compared to the actual collections from FY 2006-07 at $ 79,628.  The current FY 2008-09 budget includes a combined estimate of $ 98,900.  The FY 2009-10 budget includes a combined estimate of only $ 88,100 which is a reduction of $ 3,863 or 4.20% compared to the actual revenue received during FY 2007-08.  The estimates for next year are based on actual revenue collected during the first nine months of the current fiscal year and projections for FY 2009-10.

· It is recommended that the present property tax rate of sixty-two cents ($ 0.62) per one hundred dollars of assessed property valuation remain unchanged for FY 2009-10.  The tax revenue projections for the upcoming year are based on the City’s property valuation total as of June 30, 2008 and the total amount of levy for property excluding registered motor vehicles ($ 4,591,272) and the actual collection rate (95.40%) for the fiscal year ending June 30, 2008.  At a collection rate of 95.40% it is anticipated that $ 4,380,073 will be collected during FY 2009-10.  In addition, it is projected that the upcoming annexation that is scheduled to become effective in August, 2009 will generate an additional $ 94,446 for the ten months they are a part of Eden during FY 2009-10.  Once you combine the two figures the total estimate that is included in the FY 2009-10 budget is $ 4,474,500.  This is an increase of $ 345,226 or 8.36% when compared to actual collections in FY 2007-08 that were based on a tax rate of $ 0.57.  However, the projected total of $ 4,474,500 for FY 2009-10 represents a decrease of $ 161,300 or 3.48% when compared to the projected collections for the current FY 2008-09 which equals $ 4,635,800.    

· Interest rates on our investments within the General Fund and Water & Sewer Fund have tanked over the course of the past couple of years as the economy has continued to weaken.  Despite some changes in our cash management practices designed to maximize our potential investment interest it is projected that our interest income in FY 2009-10 will be way below the levels we experienced in FY 2006-07 and FY 2007-08.  Consider the following:

FY 2006-07 Actual:



$ 746,132

FY 2007-08 Actual:



$ 744,987

FY 2008-09 Budgeted:


$ 715,200

FY 2008-09 Projected As Of 03/07/09:
$ 345,386

FY 2009-10 Budgeted:


$ 355,300

· Gasoline prices have continued to escalate during the course of the past several years.  Since FY 2004-05 gasoline expenditures have escalated to extreme levels.  The projections for FY 2009-10 were prepared by Mr. Tommy Carter, Superintendent of Fleet Maintenance.  He is projecting an increase of $ 39,900 (9.88%) for FY 2009-10 compared to what is included in the current FY 2008-09 budget.  In just seven years (FY 2002-03 – FY 2009-10) expenditures related to gasoline will have increased by $ 287,438 (184.06%) or an average of 26.29% per year.  Consider the following:
Fiscal Year


Actual Expenditures Or Budget Request

FY 2002-03 


$ 156,162 – Actual Expenditures

FY 2003-04


$ 180,441 – Actual Expenditures

FY 2004-05


$ 210,584 – Actual Expenditures

FY 2005-06


$ 279,609 – Actual Expenditures

FY 2006-07


$ 278,733 – Actual Expenditures
FY 2007-08


$ 369,761 – Actual Expenditures

FY 2008-09 


$ 403,700 – Amount In FY 2008-09 





Budget
FY 2009-10


$ 443,600 – Amount In FY 2009-10 





Budget
· The Emergency Communications Fund budget equals a total of $ 171,500.  It includes $ 133,100 under lease payments for the new communications equipment that was approved by the City Council during FY 2007-08.  It also includes $ 28,000 for monthly line maintenance and support fees for the 911 phone system and database as well as the monthly network charges associated with the telephone lines used by the 911 system and the various computers that the dispatchers utilize on a daily basis.  The budget also includes an allocation of $ 10,400 into a holding account for future 911 system hardware/software improvements that are qualifying expenses.
· A total of $ 77,900 (Police Department $ 60,500 and Fire Department $ 17,400) has been included in the FY 2009-10 budget for the first year payments associated with a five-year lease purchase agreement for the acquisition of the radios and related equipment that is needed to move from our current radios and radio system to the new radios that are compatible with the 800 MHz Viper (Voice Interoperability Plan For Emergency Responders) Communication System recently installed throughout Rockingham County.  Interoperable communications was identified in the General Assembly’s Criminal Justice Information Network report of 1995 as a critical need for public safety agencies when responding to emergencies.  The ability of public safety agencies to talk to one another via radio communication systems – to exchange voice and/or data with one another on demand, in real time, when needed is an absolute necessity.  All of the VIPER communication towers are interconnected, their coverage overlaps each other and they have multiple backup systems.  We have completed extensive testing of the new radios and the communication system.  There is no doubt that the new system will lead to significant improvements in our ability to communicate with one another.

· During the past couple of years the City has lost nearly 1,000 jobs and approximately $ 3,993,691 in net water/sewer revenue per year from the closing of just three industries: Parkdale Mills (11-01-06), Liberty Textiles (07-31-07) and HanesBrand (02-05-09).  This has had a devastating impact on our economy as well as the revenue side of the City’s Water & Sewer Fund. The net Water & Sewer Fund revenue loss related to the closure of HanesBrand alone is approximately $ 3,000,000 per year.

· The contract between the City of Eden and HanesBrand is not set to expire until June 30, 2011.  The existing contract includes both base and capital repay take-or-pay provisions for both water and wastewater based on 1,008 million gallons of usage per year with annual payments being due by October 1st for the previous fiscal year obligations.  The total projected value of the take-or-pay provisions (February 1, 2009 – June 30, 2011) based upon current rates is approximately $ 6,200,000.

Anticipated Take-Or Pay Payments From HanesBrand



FY 2009-10




Approximately $ 1,200,000



FY 2010-11




Approximately $ 2,500,000



FY 2011-12




Approximately $ 2,500,000



FY 2012-13





      
 $        00.00

During the course of the next few years it is recommended that we raise our water and sewer rates on an incremental basis at regular intervals to make sure we are generating sufficient revenues to operate our Water and Sewer system.  The FY 2009-10 budget includes an allocation of $ 1,200,100 from existing fund balance within the Water & Sewer Fund just to balance the budget for the upcoming year.  This is not a practice we can continue on an annual basis.  Ideally, we would move forward with an immediate rate adjustment to help reduce the dependency on existing reserves but with the massive job losses and a weakened economy the decision has been made to avoid recommending a water and sewer rate increase at this time.

· The net Water & Sewer Fund revenue loss related to the closure of HanesBrand alone is approximately $ 3,000,000 per year.  The total water and sewer rate adjustments that would be needed during the course of the next few years to offset this loss is as follows:

Water





Current 
  $3.0 Million

Basic Charge $/Month


$    6.47
     $    9.09

Consumption Charge $/1,000 Gallons
$    2.17
     $    3.80

Average Water Bill/5,000 Gallons Mos.
$  17.32
     $  28.09

Sewer





Current 
  $3.0 Million

Basic Charge $/Month


$    4.56
     $    7.80

Consumption Charge $/1,000 Gallons
$    2.55
     $    4.36


Average Sewer Bill/5,000 Gallons Mos.
$  17.31
     $  29.60

Combined Total



Current            $3.0 Million

Average Monthly Water & Sewer Bill
$  34.63
     $  57.69

Average Annual Water & Sewer Bill

$415.56                $692.28

$ Change/Month


     
    $  23.06

  




$ Change/Year


     
    $276.72

   



            % Change



        66.6%

· The current water and sewer rates being charged are very low when compared to rates being charged in other communities throughout the State of North Carolina as well as the Commonwealth of Virginia.  The following information was taken from the “Water And Wastewater Rates And Rate Structures In North Carolina – March, 2008” as published by the UNC School of Government and “The 20th Annual Virginia Water & Wastewater Rate Report 2008” as prepared by Draper Aden Associates.  It is based on a customer living within the city limits using 5,000 gallons per month. 

Current Costs Per Month – 5,000 Gallons Usage
Group

Water

Sewer

Total
Eden

$17.32

$17.31

$34.63
NC Avg.
$23.43

$27.34

$50.77
VA Avg.
$24.19

$29.65

$53.84

New Costs Per Month If Rates Were Raised To Recover HanesBrand 

Revenue Loss – 5,000 Gallons Usage

Group

Water

Sewer

Total

 

Eden

$28.09

$29.60

$57.69


NC Avg.
$23.43

$27.34

$50.77


VA Avg.
$24.19

$29.65

$53.84

An increase of 66.6% on our current rates would result in a monthly cost of $57.69 for a household/business using 5,000 gallons per month.  While that would be higher than the 2008 statewide averages in North Carolina and Virginia it is noteworthy to point out that it will take us several years to raise our rates to that level and the statewide averages at that point in time will most assuredly be higher as well. 

· The FY 2009-10 budget does not include any new funds for the following Capital Project Funds:

Sewer Rehabilitation Project Fund – All of the funds necessary to complete this project have previously been allocated and authorized by the City Council.  This project will continue throughout FY 2009-10.  Once the project has been completed the fund will be closed.

Water Pressure Improvements Project Fund – All of the funds necessary to complete this project have previously been allocated and authorized by the City Council.  This project will continue throughout FY 2009-10.  Once the project has been completed the fund will be closed.

· The budget includes the following funds to pay for the debt service related to the 2007 $ 7,500,000 loan for Water & Sewer Fund projects, the 2008 $6,875,755 loan for Water & Sewer Fund projects, and the 2008 $ 1,228,000 loan for General Fund projects:

Category



Principal Payment
Interest Payment

Total Payment

2007 $ 7,500,000 Loan (W/S)
$ 407,200
       
$ 256,600


   $ 663,800

2008 $ 6,875,755 Loan (W/S)
$ 366,200
       
$ 230,300


   $ 596,500

2008 $ 1,228,000 Loan (G/F)
$   65,400
       
$   41,200


   $ 106,600

· The budget includes an allocation of $ 26,300 to the Bio-Solids Treatment Upgrade Fund to cover the additional costs that are needed to complete this project.  It is anticipated that this project will be completed during FY 2009-10.  Once the project has been completed the fund will be closed.

· The budget includes an allocation of $ 368,900 to the Waterline Upgrade Fund to cover the additional costs that are needed to reimburse NCDOT for the water and sewer line work associated with the Smith River Bridge Upgrade project.  The total cost being paid by the City for this project is projected to be approximately $678,500.  Once the project has been completed the fund will be closed.

· The Special Appropriations budget within the General Fund budget includes $73,400 to pay for the City’s obligations in reference to performance agreements with local industries.  This is a reduction of $ 14,200 or 16.21% from the amount ($ 87,600) that was allocated for FY 2008-09.  Like most cities and counties in North Carolina, the City of Eden has undertaken various performance agreements with local industries.  N.C.G.S. 158-7.1 sets out the type of activities that cities and counties can engage in as it relates to economic development.  Existing incentive payments based upon specific performance criteria due to be paid during FY 2009-10 include:

Company

             Amount Due In FY 2009-10




Innofa




$   35,430.91




Weil McLain



$   37,929.33



Total




$   73,360.24

· The budget includes $ 86,800 for the City’s obligations in reference to the water and sewer extension policy and additional performance agreements. This is a significant decrease of $ 181,900 or 67.70% from the amount ($ 268,700) that was allocated for FY 2008-09.  The reason for the significant reduction is the closure of HanesBrand which eliminated the need for an incentive payment from the City of Eden and Rockingham County during the upcoming year.  The water and sewer extension policy provides that the City will participate in the extension of these services for up to 100% of the cost for industrial development, up to 75% of the cost for commercial development and up to 50% of the cost for residential development.  The agreements to be paid during FY 2009-10 include:



Company

      
     

Amount Due In FY 2009-10 



The Village





      $       7,950



Osborne Company/Arbor Lane Apartments

      $     17,915



Osborne Company/Harris Place & WalMart

      $     46,711



Osborne Company/Pierce Street & Shopping Center
      $   
 14,157


Total






      $     86,733

· Due to the current recession and weakened economy the FY 2009-10 budget does not include any funds for a cost-of-living allowance pay increase or a performance based merit pay increase.
· On July 1, 1995, the City of Eden began its self-insured insurance coverage program.  The City carries a reinsurance policy for payment on all specific claims in excess of $ 40,000.  The excess above $ 40,000 claimed on any individual is reimbursed to the City by the reinsurance carrier unless the reinsurance carrier has assigned a pre-determined laser on a specific individual due to an existing condition and/or previous claims history.  According to the City’s audit for the year ending June 30, 2008 the retained earnings within the Self Insurance Fund was equal to $ 63,032.  The total expenditures for FY 2007-08 equaled $ 1,685,304 compared to a total of $ 1,386,403 for FY 2006-07.  The total revenues for FY 2007-08 equaled $ 1,727,190 compared to a total of $ 1,711,605 for FY 2006-07.  As of March 31, 2009 total revenues received equaled $ 1,333,168 compared to total expenditures of $ 1,473,954.  Once you extrapolate this out for the remainder of the year it is estimated that our FY 2007-08 revenues will equal approximately $ 1,777,557 (of which $ 1,709,179 is related to health/dental accounts) compared to expenses of approximately $1,965,272.  This is not good news.

The numbers that were provided to us by our health insurance consultants indicate expected costs in FY 2009-10 equal to $ 1,908,534 and maximum costs equal to $ 2,417,367.  The recommended funding levels for FY 2009-10 are as follows:

Recommended Funding Levels For FY 2009-10 By City Manager
Actual Claims Paid (03-01-08 – 02-28-09)


$ 1,745,131

Fixed Cost – FY 2009-10




$    413,204

Additional Lasers





$    135,000





Total


$ 2,293,335 


With anticipated health/dental revenue of $ 1,709,179 and projected expenses of $ 2,293,335 there is a shortfall of $ 584,156.

In order to raise the additional funds that are necessary to balance the Self Insurance Fund budget the City Council has previously agreed to do the following:
A. Modify the existing health insurance plan by implementing the following changes:

Change the Primary Care Office Visit Co-Pay to $ 20 versus the current $ 15 and the Specialist Office Visit Co-Pay to $ 35 versus the current $ 15.
Change the Prescription Drug Plan co-payments to 35% Formulary Brand Drugs with a $ 15 floor and $ 35 ceiling versus the current flat fee of $ 20 and to 45% Non-Formulary Brand Drugs with a $ 15 floor and a $ 50 ceiling versus the current flat fee of $ 35.  The Generic Brand Drugs co-payment will remain unchanged at $ 5. 
During the last twelve months we had 4,584 generic prescriptions 

filled that equaled total claims of $ 62,002 at an average charge per 


prescription equal to $ 18.48.  Compare this to the other 2,326 non- 

generic prescriptions filled that equaled total claims of $ 255,092 at an 
average charge per prescription equal to $ 131.70.  
B. Increase the premium for dental insurance for all classifications from $25 per month to $33 per month.  
C. Increase the monthly contribution levels for dependent coverage (which is the responsibility of the plan member) as follows:
Category

Current            Effective May 1, 2009     
Children 
 
 $ 160
         
              $ 200

Spouse 
 
 $ 235            
              $ 315
Family 

 $ 300
          
              $ 450


D. Reduce various line items in the FY 2009-10 budget unique to employees such as Christmas Allowance, Employee Incentives, 401k Contributions etc… so there is a monthly contribution of $ 50 per full-time employee.  The funds reduced in the line items above will then be added to the Group Insurance line item within each department/division budget.  

E. On January 17, 2002 the City Council voted to extend health insurance benefits to retirees who had at least 25 years of total public service (half of which had to be with the City of Eden).  As of March 27, 2009 we have two (2) retirees who retired since January 17, 2002 with more than 25 years of service but less than 30 years of service and they contribute $ 275 per month to their monthly premium level as established by the 
City Council.  In addition, we have thirty-two (32) retirees who retired since January 17, 2002 with at least 30 years of service and they contribute $ 00.00 per month to their monthly premium level as established by the City Council.  

The existing ordinance states that the City pays $ 275 or $ 550 per month per retiree or 50% or 100% of the premium whichever amount is smaller.  The City Council previously voted to charge a monthly premium of $ 625 per month for retiree only health insurance and $ 33 per month for retiree only dental insurance effective with the new plan year that begins on May 1, 2009.  As such, those retirees that currently receive both health and dental coverage will start paying an additional $ 108 per month.  
F. To make up the remaining difference the FY 2009-10 budget includes an allocation of $ 218,100 in the Special Appropriation Department within the General Fund (179 plan participants) and an allocation of  $57,450 in the Special Appropriation Department within the Water and Sewer Fund (47 plan participants).  The funds are listed under Holding Account – Self Insurance Fund and will only be accessed if absolutely needed near the end of FY 2009-10.  The $ 275,550 breaks down to approximately $ 101.60 per month per plan participant.  If the funds are not used they will remain within the fund balance of the General Fund and Water & Sewer Fund.  Based upon previous years claims history there is a good chance that we will not need to allocate all of this money.  However, by setting it to the side we make sure it is appropriated and available if needed but that it would only be used as a last resort.
Total Additional Revenue Needed:


$ 584,156

Modifications To Existing Plan:


$   37,382

Increase In Dental Premiums:



$   32,064

Increase In Dependent Coverage Premiums:

$   89,760

Increase In Retiree Contributions:


$   40,800

Increase In Employee Contributions:


$ 108,600

Holding Account – Self Insurance Fund:

$ 275,550





Total

$ 584,156
The life insurance and accidental death insurance coverage rates contained within the self insurance fund have remained unchanged in the FY 2009-10 budget. 

· A copy of the current FY 2008-09 job and classification plan as well as a copy of the FY 2009-10 job and classification plan have been included within the “Personnel” section of the FY 2009-010 budget document for your review and information.  You will note that the salary ranges have remained unchanged due to the current recession and weakened economy.

· The financial reporting standards required by the state and other agencies direct that the $ 1,050,300 transferred from the Water and Sewer Fund to the General Fund be allocated as an administrative charge to the department providing the service to the Water and Sewer Fund.  The administrative charges are allocated to the following departments:

Department


Amount To Be Received 

Governing Board


$    41,400

Administration


$  136,200

Environmental Services

$  122,600

Finance & Human Resources

$  254,900

Information Technology

$    87,900



Legal




$    56,700

Engineering



$  194,600

Public Building Services

$    18,800
Fleet Maintenance


$  137,200

Total

          
          $ 1,050,300

· On March 21, 2005 the Eden City Council voted unanimously to ask Senator Philip E. Berger and Representative Nelson Cole to introduce special legislation to the North Carolina General Assembly to increase the occupancy tax for all hotels and motels within the City of Eden by three percent (3 %) and have that money directed to the City of Eden for tourism development.  The legislation that was ultimately passed included a two percent (2%) tax.  A total of $ 59,000 in both related revenues within the General Fund as well as related expenditures within the Economic & Tourism Development Department of the General Fund has been included in the FY 2009-10 budget.

· The Sewer Construction budget includes $ 140,000 for the completion of the AC Furniture sewer line relocation project that was initiated during FY 2008-09.  The City has a unique situation with an industrial site, whereby the flow from a public sewer has been routed through private sewer lines beneath a building located on the industrial site, currently owned by A.C. Furniture, and then is pumped through a private lift station and force main owned by the industry into a City-owned outfall line.  An apartment complex (Stoneybrook) and a church (Osborne Baptist Church) are connected to the public sewer upstream from the industrial site.  Many years ago, plans were prepared by a previous owner of the industrial site for the relocation of the public sewer around the proposed building that the sewer currently flows beneath.  However, it has been discovered that the sewer shown on these plans was never constructed.  This results in a situation that is undesirable from the perspectives of both the City and the private industry.  The City is concerned that there is no legal access to the sewer lines that cross the industrial site, through which the public wastewaters flow.  Furthermore, there is a building located over the sewer lines, so even with legal access rights, physical access for repair or maintenance is virtually impossible.  In addition, should something happen to the industry, there is no assurance of continued operation and maintenance of the sewer lines or the private pumping station. From the industry’s perspective, they are paying costs associated with pumping wastewater that does not originate on the industrial site.  As an added note, the wastewater pump station is permitted under the name of Vintage Yards, a previous owner.  In order to remedy these concerns, the City hired the engineering firm of Anderson & Associates, Inc. to investigate options for diverting the apartment complex’s and church’s flow by constructing a public conventional gravity wastewater collection system around the industrial site.  The $ 140,000 included in the FY 2009-10 budget has been earmarked to complete this work.
· The City of Eden has thirty-two (32) sections (3.14 miles) of paved roadways that do not meet Powell Bill requirements.  These streets do not meet the minimum width of 16 feet, therefore; Powell Bill monies are ineligible to be used for routine maintenance or the resurfacing of these roadways.  There are several of the thirty-two (32) sections that have been evaluated as being in poor or very poor condition.  The goal is to include enough funding  over the course of the next several years in order to complete the necessary maintenance and resurfacing of these roads until the needed improvements have been completed.  Since the implementation of this effort in FY 2003-04 the following street sections have been improved:



FY 2003-04:
Henry Street, Hazilip Street & Hollingsworth Street



FY 2004-05:
Buck Lane, Stovall Street & Hazel Lane



FY 2005-06:
Burton Street, Dodge Street & Short Street



FY 2006-07:
Hilltop Lane, Thacker Street & Danview Lane



FY 2007-08:
Manley Street, Warren Avenue & Hopper Lane



FY 2008-09:
Walker Hill, Jones Street & McBride Lane

The FY 2009-10 budget includes $ 3,400 for the resurfacing of Truman Street.

· The Pension Trust Fund accounts for the Law Enforcement Officers Special Separation Allowance.  This is a public employee retiree system pension plan that provides retirement benefits to the City’s qualified sworn law enforcement officers.  The separation allowance is equal to .85 percent of the annual equivalent of the base rate of compensation most recently applicable to the officer for each year of creditable service.  The City conducted its annual actuarial study this past year and it once again indicated a shortfall in funding equal to $ 944,355 as of June 30, 2008 which is an increase of $ 124,944 or 15.25% compared to the $ 819,411 figure from June 30, 2007.  However, it is very important to note that most municipalities fund the separation allowance on a pay as you go basis which is what we are now doing.  The FY 2008-09 budget continues our commitment to this program and includes an allocation of $218,700 for the Police Pension Trust Fund.  This is an increase of $ 12,000 or 5.81% when compared to the amount that was allocated for FY 2008-09 ($206,700).  In FY 2007-08 the amount actually allocated was $ 155,300.  In FY 2006-07 the amount actually allocated was $ 119,500.  In FY 2004-05 and FY 2003-04 the amount actually allocated was $ 100,000.  In FY 2002-03 the level of funding equaled $ 72,000 and in FY 2001-02 the actual amount allocated was $ 30,000.  The increases in funding over the course of the past several years have been necessary due to the large number of police officers who have recently retired and are now drawing a supplemental pay check on a monthly basis.

You will note that $ 130,900 of the total allocation for FY 2009-10 ($ 218,700) will be coming from existing fund balance within the Police Pension Fund in lieu of an allocation from the General Fund.  This matter was discussed previously with Ms. Judy Rouse, CPA – Rouse, Rouse, Penn & Rouse L.L.P. of our independent auditing firm.  She indicated that there was no legal need to maintain this fund balance since the City is committed to funding its ongoing obligation on an annual pay as you go basis.  This helps to reduce the amount of General Fund reserves that is actually needed during FY 2009-10 to balance the budget. 
· Shortly after receiving the audited financial statements for the period ending June 30, 2008 I received a written memorandum (not dated) from Ms. Judy Rouse, CPA , Rouse, Rouse, Penn and Rouse, L.L.P. – the City’s independent auditing firm.  In that memorandum she recommended that I review each of our six Special Revenue Funds, the Municipal Park Fund and the various Water and Sewer Project Funds with the goal of eliminating those funds than can be eliminated because the project is now completed or where those funds could be handled as line items within various departments within the General Fund and/or Water & Sewer Fund.  As a result, we plan on recommending that the following funds be closed prior to June 30, 2009:

Housing Development Project Fund
Fire Prevention & Safety Grant Fund 
Downtown Revitalization Fund

Greenways Capital Project Fund

Promotional Activities Fund

Historic Preservation Fund

Municipal Park Fund

Once the current projects that are already underway are completed we will subsequently recommend the closing of the following additional funds:




Water Pressure Improvements Fund





Sewer Rehabilitation Fund





Bio-Solids Treatment Fund





Waterline Upgrade Fund

Once all of this has been completed it will leave the City with the following funds:



General Fund




Police Pension Fund



Water & Sewer Fund



Municipal Service 




District Tax Fund



Self Insurance Fund




Emergency Communications Fund 

Runabout Travel Fund
· The Runabout Travel Fund is essentially a “pass through” fund and does not involve the appropriation of any funds from the taxpayers of Eden.  The FY 2009-10 budget includes $ 25,400 in anticipated revenues and $ 25,400 in projected expenses related to this fund.

· The Municipal Service District Tax Fund is essentially a “pass through” fund and does not involve the appropriation of any funds from the taxpayers of Eden.  The FY 2009-10 budget includes $ 8,500 in anticipated revenues ($ 6,800 – Leaksville and $ 1,700 Draper) and $ 8,500 in projected expenses related to this fund.
· On February 11, 2004 representatives from W.K. Dickson, Inc. appeared before the City Council and made a presentation on the twenty (20) year Comprehensive Water & Wastewater Master Plan.  They identified twenty-six (26) different projects equaling a projected cost of $ 29,376,000 that they felt needed to be addressed between FY 2004-05 and FY 2007-08 (four years).  In addition, there were fourteen (14) additional projects that were identified that they felt would need to be completed at some point between FY 2008-09 and FY 2019-20.  The estimated cost for these projects equaled $ 62,746,000 in FY 2003-04 dollars.  This is a total need of $ 92,122,000 within just the City’s water and sewer system.  The $ 7,500,000 loan for the Water & Sewer Fund from the FY 2006-07 budget and the $ 6,875,755 loan for the Water & Sewer Fund from the FY 2007-08 budget (combined total of $ 14,375,755) has allowed the City to address some of these identified needs but there is still an abundance of additional needs that have been identified that will ultimately need to be addressed and paid for at some point in the future.  

Unfortunately, the loss of revenue associated with the closure of HanesBrand means we will not be generating the funds necessary to make continued significant improvements to our existing infrastructure.  The sooner we are able to raise our existing water and sewer rates to recoup the $ 3,000,000 net loss from HanesBrand the sooner we will be able to fund additional infrastructure improvement projects that have already been identified as being needed. 

· The FY 2009-10 budget as presented does not include any funds for the design, engineering and construction of an industrial park or any other industrial property including Project 2015.  The Comprehensive Site Selection Study completed by Pyramid Environmental & Engineering, P.C. was completed at the beginning of FY 2006-07.  Since that time, the staff has been working with various land owners and staff members at the Rockingham County Partnership For Economic & Tourism Development on the feasibility of acquiring land and/or options on land for industrial development purposes.  Any funds that will be needed for this initiative will have to come from an installment loan, available fund balance within the General Fund or a combination of both revenue options.  A budget amendment will be needed at some point in FY 2009-10 if final decisions have been reached and it is decided to proceed with the acquisition or development of any site.


Concluding Remarks

Achieving a balanced budget has been a very difficult task.  The tough economic times have required us to make tough decisions in order to preserve a balanced budget.  Not all of the projects requested by various City Departments/Divisions have been included for funding.  Much of our spending is non-discretionary in nature, and the problem is compounded by a State fiscal picture that remains challenging with additional cuts to local government always a possibility.

I have often summarized our existing condition by saying we are facing “a very problematic situation”.  On the one hand, we have seen tremendous improvements in our overall financial condition over the course of the past eight plus years as voiced by representatives of our independent auditing firm of Rouse, Rouse, Penn and Rouse, L. L. P..  On the other hand, the amount of new revenue we are generating on an annual basis is not close to being sufficient enough to cover our annual operating expenses – let alone much needed improvements to our infrastructure, various economic development and quality of life initiatives and numerous capital outlay related projects.  This is supported by the fact that this budget is being balanced in part thanks to the previously approved increases in solid waste fees, no pay increases for existing employees and the allocation of $ 1,957,100 in available fund balances.  The current budget for FY 2008-09 was balanced in part thanks to the allocation of $ 1,348,000 in available fund balances and a tax increase of $ 0.05 per $ 100 assessed property valuation.  The trend is very alarming and there is a serious and immediate need to identify and develop additional revenue on an annual basis to help fund many of our longer term needs.

We have made some significant strides over the course of the last eight (8) plus years and should be very pleased with our dedication and efforts aimed at improving the long-term financial condition of our City.  According to the audited financial statements (prepared by Rouse, Rouse, Penn and Rouse, L.L.P.) for the period ending June 30, 2008 the City of Eden realized the following changes:

· The fund balance in the General Fund increased from $ 5,459,481 to $ 7,022,830 an increase of $ 1,563,349 or 28.64%.  The main reason for this increase was the receipt of loan proceeds to replenish funds previously spent on the Greenways Project as well as the Downtown Revitalization Project.  The fund balance in the General Fund as of June 30, 2000 was $ 4,157,472.  This represents a total increase of $ 2,865,358 or 68.92% in just the past eight years.
·  The City Council voted back in 1998-99 to keep an undesignated fund balance, equal to at least three months operating expenses.  As such, three months operating expenses would be $ 3,304,977 according to the audited statements for the period ending June 30, 2008.  The amount undesignated at June 30, 2008 ($ 4,757,093) was actually $ 1,452,116 over that threshold. The undesignated fund balance of $ 4,757,093 on hand June 30, 2008 equals 35.98% of General Fund expenditures ($ 13,219,910) for FY 2007-08.  The undesignated fund balance in the General Fund as of June 30, 2000 was $ 2,541,779.  The June 30, 2008 figure of $ 4,757,093 represents a total increase of $ 2,215,314 or 87.16% increase in the past eight years.  

· The fund balance within the Water & Sewer Fund for the period ending June 30, 2008 was $ 7,659,335. This is significantly higher than the June 30, 2007 total of $ 5,040,343 due to the receipt of loan proceeds at the end of FY 2007-08 that have been earmarked for various capital improvement projects some of which continue to be associated with the Special Order of Consent from NC-DENR.  The fund balance in the Water & Sewer Fund as of June 30, 2000 was $ 4,345,594.  The June 30, 2008 figure of 
$ 7,659,335 represents a total increase of $ 3,313,741 or 76.26% in 
the past eight years.

· The total liabilities increased by $ 8,007,386 from $ 12,912,383 to $ 20,919,769 during FY 2007-08.  The key factor in this increase was the new loan for on-going capital improvement projects in the Water and Sewer Fund as well as the new loan to reimburse the General Fund for expenses associated with the Greenways and Downtown Revitalization projects.  The total liabilities on June 30, 2000 were equal to $ 10,992,154.

· The assets of the City exceeded its liabilities at the close of FY 2007-08 by $ 64,428,168 (net assets).

· The City’s long term debt includes the 2007 Water and Sewer Loan, the 2008 Water and Sewer Loan, the 2008 General Fund Loan, various capitalized leases and several installment purchases.  The total debt for the City at June 30, 2008 was $ 17,855,741.  This is made up from two numbers, the Governmental Activities debt which is $ 2,859,070 and the Water & Sewer debt which is $14,996,671.  The legal debt margin for the City as of June 30, 2008 equaled $ 67,456,657.  The City’s long term debt on June 30, 2000 was equal to $ 11,245,827.  
Over the past eight plus years we have worked diligently to improve the long-term financial condition of our City.  The challenge going forward however, is to develop a financial blueprint that will maintain the basic level of services the citizens have come to expect, a blueprint that maintains a strong fund balance for unanticipated needs and emergencies, a blueprint that will provide adequate funding in a timely fashion for a wide array of capital improvement and equipment replacement projects that are already facing the City and a blueprint that will retain employees and will continue to invest in the maintenance of employee skills, knowledge and abilities as a key community resource.
The City’s future will be determined by choices we make today.  The Mayor, City Council and staff for the City of Eden are cognizant of the economic challenges and opportunities facing our community. The budget for FY 2009-10 recognizes this fact and reflects a level of spending that is commensurate with the current economic climate as well as the overall needs facing the City.  I am confidant the future is bright for our City as long as we continue to maintain and support our long term vision aimed at being proactive versus reactive in making Eden the best place possible City to work, play, shop and live.
I want to assure each of you, that the management team will continue to monitor and review all operations on a continuous basis to ensure that we are as efficient and effective in our service delivery programs as possible.  Much has been accomplished but much remains to be done!
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Floor opened for discussion:
Council Member Tuggle noted the take or pay payments in the Water and Sewer Fund on page 14 and asked if there was really no guarantee at all that they would get any of that.

Mr. Corcoran replied that as they were aware, they had enlisted the services of Anthony Fox and his law firm from Charlotte.  He had traveled to Charlotte and met with him and Mr. Fox feels that the language in the existing contract was very strong and valid and very enforceable.  He added that the current City Attorney as well as the former City Attorney also had those same feelings.  He also added that they have had meetings with the Hanes Brand representatives who have always been very cordial and up front in telling them that they fully intend to fulfill all of their contractual obligations but obviously, he noted, they would not know that for sure until the check arrives.

Council Member Tuggle noted the Long Term Debt Service on Page 17 and questioned how many years those were as there were three different ones.
Mr. Corcoran replied that all of them were for fifteen years.

Council Member Burnette went back to the take or pay payments estimate and asked if Hanes Brands was locked into the old rate or if they had an increase would Hanes Brands be subject to those new rates.

Mr. Corcoran explained that basically the contract has a very specific formula that was used each year and it was based on the total expenditures for water and sewer the previous year.  So the Council really did not have a role in terms of establishing rates but here was what would happen.  When the June 30, 2009 audit was completed, Ms. McMichael and Ms. Winn (Finance) will take that document and calculate what they estimate, based on the existing language and formula in the contract that the take or pay payments should be.  That was then forwarded to Mr. David Cain, formerly of Finkbeiner, Pettis and Strout, who was now with Arcadis, who would just double check the estimates to make sure.  He added that was something that the Council set up prior to his arrival, and based on the previous year’s water and sewer expenditures and the existing formula that was how the new rate was calculated.  For instance, if they would recall, a few years ago when they had the heavy flood and had to do about $500,000 of work on Matrimony Creek, their expenses were way up that year so when they calculated the new rates, Miller and everyone else’s rates went up like a nickel or six cents and of course they started getting calls from these contract customers because six cents on the volume that the companies were using, that was a significant amount of money, but again it was based on very specific language.  The next year when you did not have those flood related charges then the expenses were down a bit and their rates went down.  He added that he could tell them that in the years that he had been there, other than that one year, you typically see it go up or down a penny or two and he had used conservative numbers so his calculations show that this year they should receive more than $1,250,000 but in the budget he only put $1,200,000 because he preferred to be more conservative.
Council Member Burnette asked, so it was based more on expenditures rather than rates to which Mr. Corcoran replied yes, on the expenditures and it was based on the existing formula already in the contract.  Council Member Burnette stated that he had mentioned in the Capital Outlay items a variable frequency drive for air handlers which would save a considerable amount on their energy bill.  He stated that he had seen in the paper this morning where High Point had received stimulus money for this energy conservation project, much larger of course, but very similar. 
Mr. Corcoran noted that they may have also noticed that Mr. Tommy Carter (Fleet Maintenance) and Mr. Paul Dishmon (Facilities Maintenance) came up with a tremendous suggestion, located under the Fleet Maintenance section of the General Fund, where they talked about going to a waste oil heater and using the waste oil that was generated through the maintenance of the city’s fleet to help heat the facility and again the hope was that it would lead to a savings.
Council Member Burnette questioned if that did not take any type of additional air permit to which Mr. Corcoran replied it did not.  Council Member Burnette pointed out that one final piece of information that he would like to see on one page was all of their debt service listed per project per year. 
Mr. Corcoran replied that he could do that and that actually Ms. Winn has given him all sorts of little cheat sheets and one of those sheets had all of that stuff so he could provide him with a copy.

Mayor Grogan commented that at some time in the future, it would probably be beneficial to do some bond issues to pay off these notes because they will be spending a lot more money for sewer and outfall lines, etc.  He added that he had been asked about the new position in the Water Department (Meter Reader), did they really need it and how it would be paid for.

Mr. Corcoran replied that he had a couple of points there.  First, as each of them were aware, the Council made the decision to go to monthly billing so if you go forward with that, the answer was yes it was definitely needed.  If you do not go to monthly billing it would not be needed.  He added that Council Member Burnette’s presentation basically indicated that by increasing the deposit on the water and sewer accounts for the renters coupled with going from a bi-monthly to a monthly billing process, that the revenue that would be saved by doing that would be more than adequate to cover the salary of the additional position.  Hopefully, to prove that true, when Ms. McMichael and Ms. Winn gave him the total expenditures for everything he added that total figure to revenue.  Whatever the number was, they gave him that and he split that up between water and sewer and upped his projection by that amount to see if that theory comes to pass.  So, he would tell them that based on the research and the presentation it…to which Mayor Grogan pointed out that was what he did tell them, that it should be a break even or even a profitable situation for the city because it would increase cash flow but it would also allow citizens to pay on a monthly basis, which they normally do anyway with their other utilities and expenses.  Mr. Corcoran added that he did think that the other thing was that it will be beneficial years from now once their rates were adjusted further it would be a lot easier to make that payment on a monthly basis versus if it was on a bi-monthly basis.

Council Member Burnette stated that one thing he had mentioned to Ms. McMichael, assuming when this was actually implemented, six or seven months down the road, he would like to see if this has proven to be true.

Mayor Grogan added that he also thought that he was correct in telling them that their goal was to implement it at the first of July and then look at it 16 to 18 months later to which Mr. Corcoran agreed.
Council Member Myott asked if he had figured the $1.2 million on the take or pay in the 2009-2010 budget.
Mr. Corcoran replied yes, if they look in the Special Appropriations Department within the Water & Sewer Fund they will see that.

Council Member Tuggle stated that based on what Council Member Myott just said, of course looking at take or pay it was $1.2 million this year and next year if they come through with it, of course that always bothered him, the “if” on this, and he was talking about $2.5 million, the $1.7 million that he used that came out of this holding account, was that just a one year deal.  
Mr. Corcoran replied no, that was every year and the reason why he wanted to show them the whole picture, they were $1.2 million short this year and they were going to get an additional $1.3 million next year.  That means that they were going to be fine and they did not need to worry about rates, but if they go down that path, when you get to July 1, 2012, they would be in serious trouble.  They could see that they were using $1.2 million and if they had not protected that debt service payment by the moves made back in 2004, making sure that they continue to set aside $1.6 million, even though that debt service was going down, if they had not done that and did not have that $1.6 million then they would be looking at a $2.8 million short fall for this year.
Council Member Myott asked if he was saying that if they did not get it, their budget will still balance.
Mr. Corcoran replied no, but to assume the worst and to assume that in October of 2009, Hanes Brands did not pay.  Then they would be $1.2 million short of what they were talking about today, but obviously they would probably move very swiftly to initiate legal action to enforce the contract.  Again, he did not have a crystal ball but he could tell them that from every discussion they have had, and they have met with the Vice President of Hanes Brand for Government Relations and their General Counsel, who travels all over the world, and both of those individuals have assured them on multiple occasions that they have every intention of fulfilling their requirements.  Also, the last time they had met he had prepared a handout for them which clearly showed the same thing that the Council was now looking at and they agreed with those numbers and the take or pay.  So it was not news to them, they knew it was out there and they have expressed the position that they intend to fulfill the contract. 
Council Member Epps pointed out that they have land and property to which Mr. Corcoran replied that they were trying to sell or rent their property right now, but again you have to go on the good faith and the contract was what it was.  The contract clearly says that if they did not use it, then you calculate that in July after the fiscal year ends, you send them a bill and they have until October 1.  In July of 2009 Ms. McMichael and Ms. Winn will calculate what the actual take or pay capital repay payment was and they will bill them.  They may pay the city by the end of July or in August or September, but the deadline was October 1.
Mayor Grogan commented that was what they felt comfortable with and it was not just Hanes Brands it was Sara Lee.  If they ended up going to court it would be suing Hanes Brand and Sara Lee, as those were the only two identities left because the original contract was with Sara Lee and it has been passed down to different people. 
Mr. Corcoran replied that in answer to Council Member Myott’s question, if they did not get the $1.2 million then you would be an additional $1.2 million short.

Council Member Myott asked that if they had to go to court and won, would their legal fees be paid by them to which Mr. Corcoran replied he was not sure.
Ms. Erin Gilley, City Attorney, added that she was also not sure what the contract says but you can always ask the question.  She added that would be a good time to do that, asking it in the complaint.  She noted that a willful failure to pay something on contract was grounds for legal fees.
Council Member Burnette noted that on the fees in lieu of annexation, they had talked about this before, the value of companies as they drop that value decreases so he was not sure.  He asked if that decrease was included in budget to which Mr. Corcoran replied that it was correct and you actually see that it was going down from what it was projected to go down from last year.

Council Member Carter asked if they were still waiting for something grant-wise on that automated meter reader to which Mr. Corcoran replied that they were turned down for the first low interest loan but there was one more that they were still waiting to hear from and that would be the first week of May.  Council Member Carter questioned the additional cost if they did not get the grant.
Mr. Corcoran replied that if they did not get it then they would not convert to the automated meter reading.  If they got the grant and the Council decided to go forward with the automated meter reading then obviously that would simplify the meter reading process and would ultimately result in less staff being needed to read the meters.
Council Member Burnette stated that he knew they were doing an analysis this year on the clarifiers and the equipment at the Wastewater Treatment Plant, basically to project the cost for 2010-2011.  He asked if there was any inclination of how much next year.
Mr. Corcoran explained that Ms. Ward (Wastewater Treatment Superintendent), has requested the four splitter gates and two of the four clarifiers and when she goes in and is able to look at the clarifiers and cut off the flow then they will be able to do a better assessment to see if there was even more damage that may need to be done.  

Ms. Ward added that there were some minor problems that they have found, but luckily they have been in service without being brought down for many years so they were in better shape than expected but there were some problems.  She explained that a lot of stuff was done by using the city crews.  They had a 36-inch line that was completely clogged up, it took a lot of work but the C&D crews and construction crews came out and they were able to work through it.  They just do not know what they were going to find.  She noted that they were doing two of the clarifiers this year and the other two next year if they can get the money so they were just hoping that once they bring them down they will see how all of them look so it may just be that they have to project future projects for the year after that.

Council Member Burnette stating that he was just trying to get a feel.  If they have any idea of what kind of money they would be looking at for the future but based upon the work that she has done so far, what kind of money were they talking about.

Ms. Ward replied that the minor problems will cost $50,000 or less as it just depends upon how much the motor would hold up, because some of this equipment was redone in 1992 but some of the stuff has been in there when the plant was first built in 1967.  So, the structure was holding up real well right now but they just did not know how much longer it would last.
Council Member Tuggle noted that the 5-year master plan where they spent over $6 million, of course that was a minimal amount to keep things afloat, but were they somewhat removed from NCDENR scrutiny as they were before.  He added that he knew that they were in better shape but were they still looking over their shoulder.
Mr. Corcoran replied that it was not as bad as it used to be but they were still there and in fact he had a representative call today about the Greenway and the river access, but obviously, if you looked at their sewer overflows…where they were and where they are…no they were still out there…to which Council Member Tuggle agreed that they would always be out there and Mr. Corcoran also agreed and that was the rub.  They may be able to get by one or two years by delaying projects or slowing them down but if you come to a complete halt of not addressing your infrastructure needs then eventually that need builds up and then they come right back in and then you revisit a situation where they have been in the past.
Council Member Tuggle stated that he just wanted to make sure that they were doing enough to make sure they stay far enough away from their scrutiny and not get in the same trouble that they have been in the past.
Mr. Corcoran replied that he could tell him that as far as the work they have done, Mr. Asbury and his staff were very proactive when it came to the sanitary sewer overflows in the Meadow Greens, Merriman and Long Street areas and in fact it was the city who approached DENR prior to DENR approaching the city which was unheard of in a lot of places.  

Council Member Ellis entered the meeting at this time.  

Mayor Grogan asked if there were any other questions or if they wanted to recess this meeting until May.
Mr. Corcoran explained that they could go ahead and adjourn. The public hearing for the May meeting will be advertised and if any of them have questions he would be happy to meet with them.

Council Member Epps stated that he commended the City Manager and the staff for all the work they have done.
Mayor Grogan mentioned Kings Highway which was another little unexpected item…he explained that a manhole sewer line collapsed and the cost will probably be around $40,000 to $50,000.
Mr. Corcoran added that a little sink hole developed underneath it so Sam W. Smith and the C&D crew were out there today, tomorrow and Friday.  The early estimated cost was $30,000 and that was probably on the low side.

Council Member Tuggle pointed out that it really made you realize how far Contingency Funds go.  He stated that $150,000 looks like a lot of money but it was really not very much when you have some of these things and it always keeps you abreast of what was going on.

Mr. Corcoran agreed and stated that he was recently at a meeting concerning the animal shelter with all the managers, and one of the managers walked in and told him that he had gotten on their website and read his budget message and one of the questions he asked was, what is the Contingency Fund.  He was asked if that was a Slush Fund.  He explained that he had said no, it was for unanticipated declines in revenue or unexpected expenditures just like what they were seeing that was happening out there on Kings Highway.  So, again, years ago when they were much better off financially, their contingency was only $50,000 but when you cut things down, he had had people like Mr. Shelton who has done an excellent job at the Water Infiltration Plant, and when he tells him that he was very nervous about the numbers he had given, that was indicative of the fact that you need to have a good Contingency Fund on hand just in case, which was why he had taken it from $100,000 last year to $150,000.  In a lot of ways the larger your Contingency Fund is the worse the economy is.

Mayor Grogan added that he thought it would be remiss if he did not comment about the discussions with the department heads and the teamwork that has been done.

Mr. Corcoran replied that the staff has been very good, the management team and many of the employees that he had met with and their feelings was that if it got so bad that real drastic things had to take place that they would rather all share in the sacrifice than one employee lose their job.  So hopefully that day will not come and the economy will turn around but they do have a good team and all 180 members of that team are crucial.  
Mayor Grogan pointed out that the people behind him agreed with that and that was what made the team and what made him (City Manager) look good and the work that they do every day.  He closed by stating that the City Council applauded them.

ADJOURNMENT:

A motion was made by Council Member Tuggle seconded by Council Member Burnette to adjourn. All Council Members voted in favor of this motion.  This motion carried.





















       
 Respectfully submitted,







____________________________








Sheralene S. Thompson City Clerk

ATTEST:

__________________________

John E. Grogan, Mayor     
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