April 21, 2010
Minutes of the April 21, 2010 meeting of the Eden City Council, Continued:


CITY OF EDEN, N. C.

A special budget work session of the City Council, City of Eden was held on Wednesday, April 21, 2010 at 5:30 p.m., in the Council Chambers, 308 East Stadium Drive.  Those present for the meeting were as follows:  

Mayor:







John E. Grogan
Mayor Pro Tem: 





Wayne Tuggle, Sr.

Council Members:





Gene Hagood








Donna Turner









Darryl Carter








James Burnette








Jerry Epps









Jerry Ellis
City Manager:






Brad Corcoran

City Clerk:






Sheralene Thompson

City Attorney:
Erin Gilley

Department & Division Heads: 
News Media:
Morgan Josey Glover, Greensboro News & Record; Latala Payne, Eden Daily News.


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 a synopsis of his budget message and asked that the following message be entered into the minutes in its entirety:  On behalf of the City of Eden staff, I am pleased to present to you the fiscal plan for FY 2010-2011.  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

The financial crisis that hit America and the rest of the world in 2008 placed enormous strain on the United States economy as a whole and on governments at all levels across the nation.  Although we have been told the national recession officially ended last year, economic conditions nationally, in North Carolina, Rockingham County and the City of Eden remain at record low levels.  

Even when the rest of the economy turns the corner and begins to rebound, the recovery for state and local budgets is expected to lag behind, suggesting a budgetary challenge for more than a few years.  Some experts fear municipal revenues might continue to decline through 2011 – or perhaps even longer.  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 future confronting Eden and many other local governments is challenging – even daunting!

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%




June, 2009

13.6%

October, 2008


8.6%




July, 2009

13.1%

November, 2008

9.6%




August, 2009

12.5%

December, 2008

10.3%




September, 2009
11.6%

January, 2009


12.9%




October, 2009

11.7%

February, 2009

14.1%




November, 2009
12.1%

March, 2009


13.5%




December, 2009
12.6%

April, 2009

    
13.3%




January, 2010

14.6%

May, 2009


14.2%




February, 2010
15.2%

During the past several 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 in January 2010 in an effort to make sure our annual expenditures for the current FY 2009-10 fiscal year do not exceed our actual revenues. 

Unfortunately, there is no “magic bullet” that can be used to solve the FY 2010-11 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 2010-11 budget does not include any cost-of-living allowance or performance based merit pay increases for the second year in a row.  In addition, the budget includes a net reduction of three (3) full-time employees (Secretary III, Relief Firefighter/Driver Operator, and Police Records Clerk II) as a result of attrition.  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 employees.  The FY 2010-11 budget includes funding for 180 full-time positions (which includes two grant reimbursed positions within the Police Department). 

Of the twenty (20) department/division budgets with personnel (General Fund and Water & Sewer Fund) thirteen (13) or 65.00% are being allocated the same or less money in FY 2010-11 than what they were appropriated for the current fiscal year.  

The department/division requests for the General Fund and Water & Sewer Fund totaled $26,513,400.  I have reduced those requests by a total of $4,022,100 to equal the projected revenues for FY 2010-11 which is $22,491,300.   

Department/Division Requests
Projected Revenue

Budget Cuts   Recommended 

By City Manager

General Fund:   $13,206,500

$12,449,800


$   756,700

W/S Fund:         $13,306,900

$10,041,500


$3,265,400
Total:
  
   $26,513,400

$22,491,300


$4,022,100

The FY 2010-11 budget maintains the current tax rate of $0.62, does not eliminate any city programs and/or services, does not use any fund balance proceeds and is balanced.

Budget Highlights

· The combined budgets for fiscal year 2010-11equal $24,840,600 which is an increase of $178,400 or 0.72% when compared to the adopted combined budgets for FY 2009-10 which equal $24,662,200.  The main reason for this increase is the increase of $1,300,000 ($1,200,000 to $2,500,000) in anticipated take-or-pay funds from HanesBrand in the Water & Sewer Fund.

Reminder - This $2,500,000 payment from HanesBrand will cease at the end of FY 2010-11 and the take-or-pay line item (30-3832-63000) will decrease by $2,500,000 from $2,500,000 to $0 in the FY 2011-12 budget.   

The combined budgets for the last ten years are as follows:

FY 2010-11
$24,840,600 – Proposed
FY 2005-06
$33,234,900

FY 2009-10
$24,662,200


FY 2004-05
$24,616,300

FY 2008-09
$26,375,400


FY 2003-04
$24,249,100

FY 2007-08
$37,989,200


FY 2002-03
$23,273,100

FY 2006-07
$34,593,000


FY 2001-02
$24,793,470

You will note that the total combined budgets for FY 2010-11 ($24,840,600) is only $47,130 or 0.19% more than it was in FY 2001-02 ($24,793,470).

· The FY 2010-11 budget does not increase the current tax rate of $0.62 per $100 assessed property valuation.  A comparison of the existing tax rates currently 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

· A further breakdown of the FY 2010-11 budget indicates the following:

    FY 2010-11

   Summary (Funds)

       Budget    
                  
  General

                  $12,449,800

   Water & Sewer

      10,041,500





  Self Insurance 

       1,919,900




  Waterline Upgrade

                     0




  Police Pension


          225,400
  

   Emergency Communications             171,400




  Runabout Travel

             24,400




  Municipal Service Tax District

  8,200




  Sewer Rehabilitation

                       0 






                  $24,840,600


Less: 



                             

Inter-fund Transfers

           
     $  1,804,300



Appropriated Fund Balances         
     $                 0



Pass Thru Funds – Ex. Runabout Travel
     $
 32,600

TOTAL NEW REVENUE       $23,003,700  

· The FY 2010-11 budget includes $1,804,300 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. $1,569,000 shown under Group Insurance and Self Insurance Fund line items within various departmental and division budgets within the General Fund, Water & Sewer Fund and then again within the Self Insurance Fund.

B. $225,200 shown under the Separation Allowance line item in the Police Department budget within the General Fund and then again within the Police Pension Fund.

C. $10,100 shown under the Emergency Communications Fund and then again within the General Fund.

· The available fund balance budgeted to be utilized during FY 2010-11 is $0.  This is a reduction of $1,957,100 when compared to the funds allocated for FY 2009-10.

Fund



FY 2009-10


FY 2010-11

General Fund


 $   626,100


        $0

Water & Sewer Fund

 $1,200,100


        $0

Police Pension Fund

 $   130,900


        $0



Total

 $1,957,100


        $0

The use of reserve funds to help balance the annual budget is often controversial and something we have been required to do on many different occasions.  Due to the uncertainty about the economy I was committed to developing a budget that did not rely upon the use of any reserve funds to balance the budget.  As I have often stated, the use of reserve funds to cover operating costs does not fix the underlying problem of revenue-expenditure imbalance.  It perhaps only delays, and might even worsen, the eventual day of reckoning.  Another part of the controversy lies in the fear that conditions might deteriorate further in years just ahead and reserves might be needed even more.  Many communities label their reserves as “rainy day funds” and if the economy doesn’t begin to improve I believe more and more municipalities will declare it is raining and time to use a portion of their reserves. 

· The FY 2010-11 budget includes $32,600 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. $24,400 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. $8,200 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 $1,400 is projected to be received from the Draper area.  This fund does not include the appropriation of any funds from the taxpayers of Eden.

· On February 27, 2010 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 five (5) items listed by a majority of the Council members.  These include:

A. Economic & Tourism Development

B. Water & Sewer Infrastructure Improvement Projects

C. Annexation Issues

D. Pursue Funding Opportunities To Proceed With Next Phase Of Greenway Project

E. Sidewalk Improvement/Replacement Program

 It should be noted that these priorities helped to serve as a financial blueprint during the preparation of the budget for FY 2010-11. 

· The budget includes $250,000 (compared to $150,000 for FY 2009-10) in the General Fund as an un-appropriated contingency and $250,000 (compared to $150,000 for FY 2009-10) in the Water & Sewer Fund as an un-appropriated contingency for unforeseen declines in revenue and/or unanticipated expenditures.  This $500,000 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 and interest income that are greatly dependent upon the condition of the economy.  

· The FY 2010-11 budget includes a combined reduction of $74,000 in the amounts being allocated for Insurance & Bonds Worker’s Compensation ($388,900 to $327,300) and Property Insurance & Bonds ($234,600 to $222,200).  This is a combined reduction of 11.87% compared to the amounts allocated in the current FY 2009-10 budget.  The reduction is the result of improved claims history.

· The actual breakdown for the various departments/divisions within the General Fund are as follows:

FY 2010-11                 FY 2009-10
     Year To Year

Department/Division
    
Budget

    Budget
          Change

Governing Board
   
$ 74,900
   $  82,800
          $  (7,900)

Administration
    
270,100
     272,400
              (2,300)

            Environmental Services  
184,100 
     188,500

  (4,400)

  
Finance/Human Resources
457,000                463,300                    (6,300)

Economic/Tourism 

266,700
     238,200

  28,500

Development  
Information Technology
175,700
     175,700

           0


Legal



112,800
     113,300

     (500)


Police                                      026,900
  3,921,600

105,300


Fire


          1,454,600
  1,673,600
           (219,000)
Engineering
        
             242,800
     259,400

 (16,600)

Streets


          1,306,200
  1,306,500

      (300)


Powell Bill

             447,100
     465,900

 (18,800)


Solid Waste

          1,742,400
  1,808,900

 (66,500)


Planning & Inspections
 549,900
     619,500

 (69,600)


Parks/Recreation/
          1,167,300
  1,204,800

 (37,500)

Facility Maint.        


Public Building Services
   89,000
       94,000

   (5,000)


Fleet Maintenance
             361,400
     391,900
             (30,500)


Special Appropriation
     
 285,200
     495,000
           (209,800)


Contingency

             250,000
     150,000
             100,000  




       $13,464,100        $13,925,300
         
 ($461,200)

W/S Related Costs
   -   $  1,014,300  -    $  1,050,300


Total
                  $12,449,800       $12,875,000
             ($425,200)

Governing Board:  $82,800 To $74,900 – ( - $7,900 or 9.54% decrease)

The Governing Board Salaries allocation has been reduced by $1,200 due to the projection that there will be less special meetings during FY 2010-11.  The current budget includes funding for fifteen (15) special meetings compared to just nine (9) special meetings being budgeted for in FY 2010-11.  Additional reductions include: $2,000 under Contracted Services ($4,000 to $2,000), $1,500 under Dues/Subscriptions ($20,000 to $18,500), $1,500 under Travel ($14,000 to $12,500), and $1,200 under Miscellaneous Expense to list a few.  The reimbursement percentage from the Water & Sewer Fund remains unchanged at 50% which means that $37,400 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 $37,500 represents a decrease of $3,900 or 9.42% when compared to the adopted budget for FY 2009-10 which was $41,400.  



   Administration:  $272,400 To $270,100 – ( - $2,300 or 0.84% decrease)

Reductions in a variety of line items are the reason this department’s cost is being reduced. The M/R Copier (- $1,300), Department Supplies (- $1,000), Office Supplies (- 500), Contracted Services (- $1,000), and Dues/Subscriptions (- $300) line items are some of the line items being reduced for FY 2010-11.  Offsetting a portion of the reductions are increases in a variety of line items, some of which, are as follows:  First, the State 401k Contribution is increasing by $1,400 ($6,700 to $8,100) as we move back to an annual allocation for all employees equal to 5% of their salary.  The allocation was reduced to 4% during FY 2009-10 for all employees with the exception of sworn law enforcement officers.  Second, the Retirement Expense is increasing by $2,400 ($7,900 to $10,300) as a result of the State Retirement System increasing the required contribution from the member localities from 4.80% of salaries to 6.35% of salaries.  Third, the Travel line item is being increased by $1,900 ($6,700 to $8,600) based on actual expenditures for FY 2008-09 which equaled $10,491 and the three year actual average of $9,302.  While efforts have been made to reduce travel (the City Manager has not attended the last two NLC Congressional Conferences in Washington D.C. and is not attending the 2010 Summer NCCCMA Conference), there is still an element of travel that is required by the City Manager as well as the City Clerk for continuing education and to maintain her certifications.  The reimbursement percentage from the Water & Sewer Fund remains unchanged at 50% which means that $135,100 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 $135,000 represents a slight decrease of $1,200 or 0.88% when compared to the adopted budget for FY 2009-10 which was $136,200.  

Environmental Services:  $188,500 To $184,100 – ( - $4,400 or 2.33% decrease)

The Group Insurance line item is being reduced by $8,100 ($26,100 to $18,000) as a result of retirees coming off the City’s plan prior to the beginning of the fiscal year. Some of the additional reductions include Short Term Disability ($200), Insurance and Bonds/WC ($200), Auto/Gas ($300) and Professional Services/Programming ($200) to name a few.  Department Supplies is being increased by $1,500 ($1,000 to $2,500) so the department can purchase GIS Software that will tie in to the work previously completed in the Planning and Inspections Department.  Some of the additional increases offsetting a portion of the reductions include the State 401K Contribution line item ($1,300), Retirement Expense line item ($2,100) and Telephone line item ($100) to name a few.  The reimbursement percentage from the Water & Sewer Fund remains unchanged at 65% which means that $119,700 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 $64,400 represents a reduction of $1,500 or 2.28% when compared to the adopted budget for FY 2009-10 which was $65,900.

Finance & Human Resources:  $463,300 To $457,000 – ( - $6,300 or 1.36% decrease)

The Finance & Human Resources department will see a small reduction in total spending.  There is a reduction of $3,400 ($4,900 to $1,500) under Bank Service Charges as a result of our new banking service agreement with Home Savings Bank.  In addition, there are additional reductions under Postage ($3,800) based on actual projected expenditures for FY 2009-10, under Professional Services ($2,500), Special Incentives ($1,300), Wellness Program ($600) and Short Term Disability Insurance ($900) to name a few.   There is an increase of $5,000 under Contracted Services to cover the $5,000 increase in costs charged by Rockingham County for the ad valorem tax collection services they provide. Some of the additional increases include Retirement Expense ($3,900), State 401K Contribution ($2,300) and Finance Credit Card Charges ($800).  The reimbursement percentage from the Water & Sewer Fund remains unchanged at 55% which means that $251,400 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 $205,600 represents a reduction of $2,800 or 1.34% when compared to the adopted budget for FY 2009-10 which was $208,400.

Economic & Tourism Development:  $238,200 To $266,700 – ( + $28,500 or 11.96% increase)

This department is increasing by $28,500 or 11.96% due to the fact that $30,000 has been included in the budget under C/O Buildings as matching funds for a grant (if received and ultimately approved) for the Farmer’s Market as discussed during the annual budget/planning retreat.  Some of the additional increases included in this budget include: Retirement Expense ($1,800) and State 401K Contribution ($1,100).  Without the expense for the proposed Farmer’s Market the departmental budget would have seen a reduction of $1,500.  The budget does include an allocation of $8,000 for the Pottery Festival, $5,000 for the Riverfest celebration, $3,000 for the Washington Street Park Upgrade project being completed in conjunction with the Washington Street property owners, $2,000 for the Façade Improvements matching grant program and $35,000 for various Occupancy Tax related expenditures.  Some of the reductions included in the budget include: Consultant Fees/Entertainment ($2,000), Contracted Services ($1,000), and Auto/Gas ($1,900).  Finally, there are two revenue line items that are contained in the General Fund revenue spreadsheet that are related to this department.  First, the line item Due From Rockingham County/Occupancy Tax includes a total of $59,000 in projected revenue.  A portion of these funds will be used to offset the $35,000 in various Occupancy Tax related expenditures with the remaining funds ($24,000) being utilized to pay a portion of the salary and benefits associated with the Coordinator of Tourism and Special Events position.  Second, the line item Donations & Fees Pottery Festival includes a total of $3,700 in projected revenue to help offset the costs associated with the annual Pottery Festival.



   Information Technology:  $175,700 To $175,700 – ( No Change)

Despite there being no change in funding levels, the Information Technology budget is seeing some changes.  First, a new line item Salaries/Part-Time has been added and includes an allocation of $15,000 for part-time assistance (see page 39 of this budget message for additional information).  Second, the Emergency Communications Fund includes an allocation of $10,100 under Professional Service as a reimbursement back to the General Fund for costs related to services being provided by the IT Manager.  In the current FY 2009-10 budget this $10,100 is being placed in a Holding Account for future use as needed.  Within the General Fund revenues there is a line item entitled, Contribution From Emergency Communications Fund which shows the reimbursement of $10,100 from the Emergency Communications Fund.  This helps to reduce the additional costs associated with funding the part-time assistance.  Third, Software License Fees is being reduced by $10,200 ($45,500 to $35,300) due to a drop in various fees for maintaining our software licensing.  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 is unchanged when compared to the adopted budget for FY 2009-10 which is also $87,800.



   Legal:  $113,300 To $112,800 – ( - $500 or 0.44% decrease)

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.  There is an increase of $1,800 under Salaries as a result of the probationary increase due to the Staff/City Attorney.  Some of the additional increases include Retirement Expense ($1,200), State 401K Contribution ($800), and Advertising ($500).  Some of the reductions combining to offset these increases are reductions in Professional Services ($3,000), Telephone ($500), and Travel ($1,200) as a result of the Staff/City Attorney completing the Municipal Administration Course through the Institute of Government during the current fiscal year and eliminating the need for these funds in FY 2010-11.  The reimbursement percentage from the Water & Sewer Fund remains unchanged at 50% which means that $56,400 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 $56,400 represents a slight decrease of $200 or 0.35% when compared to the adopted budget for FY 2009-10 which was $56,600.


   Police:  $3,921,600 To $4,026,900 – ( + $105,300 or 2.69% increase)

In FY 2008-09 the City 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.  During FY 2009-10 the City was awarded funding for the two Patrol Officer positions.  The grant covers 100% of the salaries and benefits associated with the additional officers for a period of three years.  A total of $95,300 is included in the General Fund revenues under line item 10-3431-86000 Police Grant – COPS Grant to offset the anticipated costs for FY 2010-11.  The increase in spending within the Police Department is due to a couple of factors.  First, during FY 2008-09 the City used existing fund balances within the Police Pension Fund to fund the annual costs attributable to the Separation Allowance line item within the Police Department.  In FY 2009-10 the City used the remaining fund balance within the Police Pension Fund as well as an allocation of $87,300 within the Police Department budget to meet the annual funding requirements of the Separation Allowance.  This brings us to FY 2010-11 and the fact that there is no more fund balance available to help offset the annual funding requirements.  As a result, the Separation Allowance line item is being increased by $137,900 ($87,300 to $225,200) to meet the annual funding requirements for the upcoming fiscal year.  Second, Retirement Expense is being increased by a combined total of $43,000 ($101,800 to $144,800) due to the fact that the State Retirement System increased the required employer contribution from 4.86% to 6.41% of total salaries for sworn law enforcement officers and from 4.80% to 6.35% of total salaries for non-sworn law enforcement officers.  Offsetting many of the increases are several different reductions including a decrease of $7,600 under Contracted Services as a result of us not renewing our legal support services agreement with SR&S.  Second, there is a reduction of $33,000 ($128,000 to $95,000) under Auto/Gas based on actual usage for FY 2008-09 and the projected usage for FY 2009-10.  Third, there is a combined decrease of $31,200 under C/O Equipment Depreciated and C/O Equipment Non-Depreciated ($31,200 to $0).  Fourth, there is a decrease of $10,000 under Overtime ($40,000 to $30,000).  Fifth, there is a combined decrease of $10,500 under Principal and Interest ($79,100 to $68,600).  A close review of the Police Department budget will reveal that a number of line items have been reduced for the upcoming year.  It is also noteworthy to point out that the total number of employees within the Police Department will be reduced by an additional position from fifty-five (55) full-time positions to fifty-four (54) positions when our existing Records Clerk II retires near the end of 2010.  Finally, it should be noted that a significant number of requests submitted by the Chief of Police were not able to be funded due to the scarcity of available revenue.  Some of the items requested and not funded included: Increase in part-time hours for communication officers with FICA ($12,100), three Dodge Chargers ($78,000), In-car Video Cameras and Video DVS Server Upgrade ($44,000), and Police Radars ($6,200).  The Police budget of $4,026,900 represents an increase of $105,300 or 2.69% when compared to the adopted budget for FY 2009-10 which was $3,921,600.  

Fire:  $1,673,600 To $1,454,600 – ( - $219,000 or 13.09% decrease)

The budget for the Fire department will experience a decrease in FY 2010-11 due to a variety of factors.  First, a full-time relief firefighter/driver position is being eliminated through attrition.  The Salaries line item is being reduced by a total of $49,000 ($666,800 to $617,800).  Additional reductions will also be realized in costs associated with the benefits for this full-time position.  Second, Insurance & Bonds/WC is being reduced by $21,500 ($96,500 to $75,000) as a result of actual expenditures in FY 2008-09 and FY 2009-10 as well as projected expenditures for FY 2010-11.  Third, there is a combined reduction of $11,100 ($136,100 to $125,000) in Salaries/PT and Salaries/Volunteers based on actual and projected expenditures.  Fourth, there is a reduction of $9,500 under Professional Services due to the costs associated with annual physicals being less than anticipated during FY 2009-10.  Fifth, there is a decrease of $8,500 under Department Supplies ($23,200 to $14,700) based on projected expenditures for FY 2009-10.  Sixth, there is a decrease of $33,200 under C/O Building Improvement ($37,000 to $3,800).  A close review of the Fire Department budget will reveal that there are a number of additional line items that are being reduced for the upcoming fiscal year.  Offsetting a small portion of these reductions are increases in Retirement Expense ($7,500) and State 401K Contribution ($3,900) to name a couple.  It should be noted that a significant number of requests submitted by the Fire Chief were not able to be funded due to the lack of available revenue.  Some of the items requested and not funded included: Principal and Interest (Year 1 of 5) on a lease-purchase for a new 75’ Ladder Truck ($57,000), new generator for Station 300 ($39,800), five sets of PPE ($7,100), 2 LDH hose rollers ($3,700) and confined space equipment ($1,500) to name a few.  The Fire budget of $1,454,600 represents a reduction of $219,000 or 13.09% when compared to the adopted budget for FY 2009-10 which was $1,673,600.  
Engineering:  $259,400 To $242,800 – ( - $16,600 or 6.40% decrease)

The Engineering department budget will experience a decrease in FY 2010-11.  One of the main reasons for this decrease is a reduction of $6,500 under C/O Equipment Depreciable ($6,500 to $0) since the HP750C plotter that has been in service since May 1996 was replaced during the current year thereby eliminating the need for any expenditure in FY 2010-11.  Second, there is a reduction of $5,500 ($10,000 to $4,500) under Professional Service due to the fact that we anticipate the need for less PE seals for engineering plans during FY 2010-11.  Third, is a reduction of $1,500 under Auto/Gas ($4,000 to $2,500) based on actual and projected usage for FY 2008-09, FY 2009-10 and FY 2010-11.  A close review of the Engineering Department budget will reveal that there are a number of additional line items that are being reduced for the upcoming fiscal year.  Offsetting a portion of the decreases are increases in State 401k Contributions ($1,400) and Retirement Expense ($2,300).  The reimbursement percentage from the Water & Sewer Fund remains unchanged at 75% which means that $182,100 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 $60,700 represents a decrease of $4,100 or 6.33% when compared to the adopted budget for FY 2009-10 which was $64,800.



    Streets:  $1,306,500 To $1,306,200 – ( - $300 or 0.02% decrease)
The funding level for the Street division budget will remain relatively unchanged for FY 2010-11.  Some of the various reductions in funding include a reduction of $15,600 under Auto/Gas ($62,000 to $46,400) based on actual and projected expenditures, a reduction of $9,000 under M/R Sidewalks ($24,000 to $15,000), and a combined reduction of $5,400 under C/O Improvements ($3,400 to $0) and C/O Radios ($2,000 to $0).  There are also reductions in Salaries ($7,800) and Group Insurance ($9,700) as a result of various changes that have taken place during the course of the past year.  The main expense offsetting most of these cost reductions is a new line item for FY 2010-11 Stormwater Phase II with an allocation of $26,000 for the initial stages of the NPDES Phase II Stormwater requirements.  Please see pages 54-55 within this budget message for additional information on this topic.  Some of the additional increases include Lights For City Streets ($10,800), M/R Patching ($10,000), Retirement Expense ($6,500), Purchase/Snow Removal ($2,000) and Contracted Services ($7,500) for pavement markings handled in-house by our staff.  You will note that the $20,000 currently allocated under Contracted Services for part-time assistance with leaf collection, litter control and summer help is being moved to Salaries/Temporary Employees for accounting purposes and the use of local personnel as opposed to  employees sent to us from various staffing agencies.  The Streets budget of $1,306,200 represents a very small reduction of $300 or 0.02% when compared to the adopted budget for FY 2010-011which was $1,306,500.  

 Powell Bill:  $465,900 To $447,100 – ( - $18,800 or 4.04% decrease)
The Powell Bill funds scheduled to be spent are decreasing by $18,800 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 $447,100 in identified expenses matches identically to the projected revenue we anticipate receiving from the State of North Carolina.  The Powell Bill budget of $447,100 represents a reduction of $18,800 or 4.04% when compared to the adopted budget for FY 2009-10 which was $465,900.   


    Solid Waste:  $1,808,900 To $1,742,400 – ( - $66,500 or 3.68% decrease)

There are a variety of factors that are contributing to the decrease within the Solid Waste division budget.  First, there is a decrease of $20,900 under Salaries ($416,300 to $395,400) based on various personnel changes that have occurred during the course of the past year.  Second, there is a decrease of $18,800 under PAYT (Pay As You Throw) Supplies ($18,800 to $0) due to the elimination of the PAYT program effective July 1, 2010.  Third, there is a reduction of $22,200 under Auto/Gas ($103,200 to $81,000) based on actual and projected usage and expenditures.  Fourth, there is a reduction of $10,000 under Contracted Services ($305,000 to $295,000) based on actual and projected expenditures.  Fifth, there is a combined decrease of $8,200 under C/O Lease Principal and C/O Lease Interest ($130,400 to $122,200) despite the fact that funding (year one of a five year lease-purchase agreement) for a road tractor transfer truck ($27,200) has been included.  Our current road tractor transfer truck (38G) is a 1988 Mack with 302,708 miles.  Finally, there is a reduction of $10,200 under Insurance & Bonds/WC  based on actual and projected expenditures. Offsetting a portion of these cost reductions are increases in M/R Vehicles ($16,000), Retirement Expense ($5,300), and State 401k Contribution ($3,200).  The Solid Waste budget of $1,742,400 represents a decrease of $66,500 or 3.68% when compared to the adopted budget for FY 2010-11 which was $1,808,900. 

Planning & Inspections:  $619,500 To $549,900 – ( - $69,600 or 11.23%  decrease)

The main reason for the decrease within this budget is due to the reduction of $65,000 ($68,000 to $3,000) under Landscaping Supplies. The Landscaping/Maintenance contract previously administered by the Department of Planning and Inspections is now being handled by the Department of Parks, Recreation and Facility Maintenance.  The costs associated with this contract are now included in the Parks, Recreation and Facility Maintenance budget.  Second, due to budgetary constraints, there are reductions in the level of funding being provided to the Community Appearance Commission ($8,000 to $5,000), Tree Board ($8,300 to $1,000), Historic Preservation Commission ($1,000 to $400) and Board/Community Dinner Expense ($2,000 to $0).  Third, you will note that $15,000 of the $75,000 currently allocated under Contracted Services for part-time assistance with mowing yards, junk removal, and litter control is being moved to Salaries/Temporary for accounting purposes and the use of local personnel as opposed to the exclusive use of outside contractors and/or employees sent to us from various staffing agencies.  Of the $75,000 (Contracted Services) allocated during FY 2009-10 only $70,000 (Contracted Services - $55,000 and Salaries/Temporary - $15,000) is being allocated in FY 2010-11 for an overall cost reduction of $5,000.  Offsetting a portion of these cost reductions is an increase of $2,500 under Professional Services/Programming ($2,000 to $4,500) and an increase of $2,000 under Dues/Subscriptions ($3,200 to $5,200).  These increases are for the purchase of the ARCGIS Extension software and the related maintenance subscription.  There is also a $900 increase under Christmas Allowance ($0 to $900).  The City Council decided to suspend the $150 allowance for each full-time employee for one year during the FY 2009-10 budget process.  The $150 allowance for each full-time employee is unchanged from its previous level for many years.  Some of the additional increases include Retirement Expense ($4,300), State 401k Contribution ($2,700) and Professional Services ($5,000).  The Planning & Inspections budget of $549,900 represents a decrease of $69,600 or 11.23% when compared to the adopted budget for FY 2009-10 which was $619,500.

Parks, Recreation & Facility Maintenance:  $1,204,800 To $1,167,300 – ( - $37,500 or 3.11% decrease)

The Parks, Recreation & Facility Maintenance budget includes a small reduction for FY 2010-11.  First, the total number of full-time employees has been reduced by one position (Secretary III) through attrition.  As a result, the Salaries line item includes a decrease of $33,300 ($450,000 to $416,700), the FICA line item includes a decrease of $3,600 ($43,100 to $39,500) and the Group Insurance line item includes a decrease of $15,600 ($126,200 to $110,600).  Second, there is a combined decrease of $32,000 under C/O Building Improvement ($16,000 to $0), 

C/O Off Road ($7,000 to $0) and C/O Equipment Depreciated ($9,000 to $0).  Third, there is a reduction of $18,200 under Salaries/Temporary ($104,600 to $86,400) based on actual and projected expenditures.  A close review of this budget will reveal that there are a number of additional line items that are being reduced for the upcoming fiscal year.  Offsetting a portion of the various cost reductions is an increase of $52,800 under Landscaping ($0 to $52,800) for costs associated with the annual Landscaping/Maintenance Contract.  The current contract is $4,000 per month and is not set to expire until the end of the current fiscal year.  Additional funds were allocated for FY 2010-11 in the event there is a price increase.  Some of the additional funding increases include M/R Building ($52,000 to $70,000) based on actual and projected expenditures, Dumpster ($3,900 to $4,600) and M/R Pool ($2,500 to $4,500) to name a few.  It should be noted that a significant number of requests submitted by the Director of Parks, Recreation and Facility Maintenance were not able to be funded due to the lack of available revenue.  Some of the items requested and not funded include: FB/Soccer Scoreboard for Freedom Park ($3,500), Mill Avenue Ballfield Fence ($6,200), AC/Heat Controls Upgrade at City Hall/Police Department ($10,500), and Facility Maintenance Building Wiring for a proposed Generator at Fire Station 300 ($4,000).  Finally, you will note that $18,500 had initially been requested under C/O Land Improvements for portable fencing at each of the three baseball/softball fields at Freedom Park.  The acquisition of this fence will strengthen the City’s ability to attract large scale tournaments which in turn has an enormous impact on the Eden economy.  The Tourism Advisory Board has agreed to use proceeds from its Transient Occupancy Tax receipts to pay for half of the related costs since the purchase will eventually lead to more guests at our hotels.  As such, a total of $9,300 is included under C/O Land Improvements for this purchase.  The Parks, Recreation & Facility Maintenance budget of $1,167,300 represents a decrease of $37,500 or 3.11% when compared to the adopted budget for FY 2009-10 which was $1,204,800.

Public Building Services:  $94,000 To $89,000 – ( - $5,000 or 5.32% decrease)

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 $5,800 ($67,800 to $ 62,000) while the Telephone line item is projected to decrease slightly by $100 ($7,100 to $ 7,000) and the Utilities/Gas line item is projected to increase by $900 ($19,100 to $20,000).  The reimbursement percentage from the Water & Sewer Fund remains unchanged at 20% which means that $17,800 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 $71,200 represents a decrease of $4,000 or 5.32% when compared to the adopted budget for FY 2009-10 which was $75,200.

Fleet Maintenance:  $391,900 To $361,400 – ( - $30,500 or 7.78% decrease)

The Fleet Maintenance budget is being reduced for FY 2010-11.  There is a decrease of $17,700 under C/O Equipment Depreciable ($17,700 to $0), a decrease of $1,800 under Utilities/Gas ($6,000 to $4,200), a decrease of $1,300 under Auto/Gas ($4,300 to $3,000), a decrease of $1,000 under Unemployment Insurance ($1,000 to $0), and a decrease of $800 under M/R Vehicles ($1,800 to $1,000) to name a few.  Some of the increases offsetting a portion of the various cost reductions include Retirement Expense ($3,500), M/R Equipment ($2,400) and State 401k Contribution ($2,100).  The reimbursement percentage from the Water & Sewer Fund remains unchanged at 35% which means that $126,500 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 $234,900 represents a decrease of $19,800 or 7.77% when compared to the adopted budget for FY 2009-10 which was $254,700.

Special Appropriations:  $495,000 To $285,200 – ( - $209,800 or 42.38% decrease)

The main reason for the decrease within this budget is due to the elimination of $218,100 currently allocated under the Holding Account – Self Insurance Fund line item.($218,100 to $0). A total of $5,000 has been included ($0 to $5,000) under Special Appropriation: Contribution – Annexation Initiatives for possible annexation initiatives that may or may not be initiated by the City during the course of FY 2010-11. There is an increase of $3,800 ($73,400 to $77,200) under Performance/Incentive Agreements for the payments the City will be responsible for making to Loparex ($11,958), Weil McLain ($37,929.33) and Innofa ($27,249.19) during FY 2010-11.  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 $285,200 represents a decrease of $209,800 or 42.38% when compared to the adopted budget for FY 2009-10 which was $495,000.



   Contingency:  $150,000 To $250,000 – ( + $100,000 or 66.67% increase)

The amount allocated as a contingency within the General Fund has been increased from $150,000 to $250,000.  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 $250,000 represents an increase of $100,000 or 66.67% when compared to the adopted budget for FY 2009-10 which was $150,000.  The actual breakdown for the various departments/divisions within the Water & Sewer Fund are as follows:

   



FY 2010-11

FY 2009-10

Year To Year

   Department/Division
   Budget

   Budget

     Change

  Water Resources
             $     345,400
          $    349,700

$        (4,300)

  Billing & Collections
        566,300

    397,900                          168,400

              Water Plant


     1,233,900
             1,179,200

         54,700

  
  Collection & Distribution
     1,522,100
             1,434,300                            87,800

              Wastewater Treatment
     1,708,400                1,373,700

       334,700


  Water Construction

        305,000

    410,000                         (105,000)


  Sewer Construction

     1,625,100

    195,000                       1,430,100


Special Appropriation
     
     2,485,300
             3,190,400
                  (705,100)


Contingency


        250,000                   150,000

       100,000 



 

 $10,041,500              $8,680,200
              $1,361,300



   Water Resources:  $349,700 To $345,400 – ( - $4,300 or 1.23% decrease) 

The Water Resources departmental budget will decrease slightly during FY 2010-11.  Some of the reductions include:  Overtime ($800), Auto/Gas ($1,300), Utilities/Electric ($900), Property Insurance/Deductions ($500) and Property Insurance/Bonds ($400) to name a few.  Offsetting a portion of these reductions are increases in Department Supplies ($600), Retirement Expense ($3,300) and State 401k Contribution ($2,200). The Water Resources budget of $345,400 represents a reduction of $4,300 or 1.23% when compared to the adopted budget for FY 2009-10 which was $349,700.

Billing & Collections:  $397,900 To $566,300 – ( + $168,400 or 42.32% increase)

The increase in the Billing & Collections Division is due to one additional expense.  A combined total of $207,800 has been included under Principal ($0 to $170,800) and Interest ($0 to $37,000) for the first of ten semi-annual payments for the acquisition and implementation of the automated meter reading system (AMRS) that was discussed during the annual budget/planning retreat.  These funds will not be spent unless the City Council votes to formally proceed with this project after receiving additional information from the consultant at Carolina Metering.  The preliminary cost estimate provided to the City by Carolina Metering is $1,850,000 +/- $100,000.  Assuming a one year change out period, the projected payback is 5.2 years according to October, 2008 data compiled by Mr. Brad Bersch, Carolina Metering.  If the City proceeds with the AMRS the need to replace some of the existing meters and meter risers will be eliminated.  As such, there is a reduction of $19,500 under C/O Equipment Non-Depreciable ($19,500 to $0) for this purpose.  If the City Council decides against proceeding with the AMRS a portion of the funds allocated in the FY 2010-11 budget for the AMRS can then be utilized to replace meters and meter risers.  Some of the additional reductions include Postage ($5,400), Auto/Gas ($5,900) and Bank Service Charges ($3,500) to name a few.  There is an increase of $6,300 under Salaries ($175,500 to $181,800) and an increase of $500 under FICA ($13,600 to $14,100) as a result of recent changes within the personnel assigned to this department.  There is also an increase of $5,600 under Dan River Water – Annexation ($0 to $5,600) for the difference in water rates the City has to reimburse Dan River Water for the Indian Hills annexation area.  The Billing & Collections budget of $566,300 represents an increase of $168,400 or 42.32% when compared to the adopted budget for FY 2009-10 which was $397,900.

Water Filtration Plant:  $1,179,200 To $1,233,900 – ( + $54,700 or 4.64% increase)

There are a variety of reasons why the Water Filtration Plant budget is increasing by $54,700 during FY 2010-11.  First, there is an increase of $40,500 under Utilities/Electric ($196,500 to $237,000).  The actual expenditures for FY 2008-09 equaled $266,810 and the anticipated reduction due to the closing of HanesBrand did not materialize to the extent initially anticipated.  Second, there is an increase of $14,000 under Chemicals ($280,000 to $294,000) as a result of the continued price increases associated with the chemicals needed to operate the Water Filtration Plant.  Third, there is an increase of $45,000 under C/O Equipment Non-Depreciable ($0 to $45,000) for the compliance study on the Disinfection Byproducts Rule that was enacted by the EPA.  Fourth, there is an increase of $5,300 under C/O Equipment Depreciated ($0 to $5,300) for the replacement of one of the five chemical feed pumps at the Water Filtration Plant.  Some of the cost reductions offsetting a portion of the spending increases include a decrease of $17,900 under Salaries ($370,300 to $352,100) and a decrease of $1,500 under FICA ($29,400 to $27,900) as a result of various personnel changes that have taken place during the course of the past year.  Additionally, there is a decrease of $18,000 under M/R Equipment ($61,000 to $43,000), a decrease of $4,500 under Department Supplies ($27,500 to $23,000), and a decrease of $4,800 under Professional Services ($26,400 to $21,600) to name a few.  The Water Filtration Plant budget of $1,233,900 represents an increase of $54,700 or 4.64% when compared to the adopted budget for FY 2009-10 which was $1,179,200.

Collection & Distribution:  $1,434,300 To $1,522,100 – ( + $87,800 or 6.12% increase)

The Collection & Distribution budget will be increasing by $87,800 in FY 2010-11 due to a variety of factors.  First, there is an increase of $22,500 under Contracted Services due to the fact that the Maintenance Agreement on the Freedom Park Water Tank is now being expensed within the Collection and Distribution Division along with the other Water Tank service contracts.  Previously, this expense was included in the Water Pressure Improvements Fund which will be closed out prior to June 30, 2010.  Second, there is an increase of $68,000 under Utilities/Electric ($100,000 to $168,000).  According to Mr. Mark Bullins, Superintendent of C&D the Covenant Branch Pump Station bills have increased dramatically as a result of the new motors.  The actual expenditures during FY 2008-09 were $131,456.  Third, there is a combined increase of $70,200 under Principal and Interest ($41,900 to $112,100) for the replacement of the 1986 Sewer Vacuum Truck.  The $70,200 represents the first year of a five year lease-purchase agreement.  According to Mr. Tommy Carter, Superintendent for Fleet Maintenance, the two greatest vehicle replacement needs facing the City for FY 2010-11 are this vehicle and the 1988 Mack Road Tractor Transfer Truck slated for replacement within the Solid Waste Division budget.  Offsetting a portion of these increases is a reduction of $20,000 under M/R Equipment ($90,000 to $70,000), a reduction of $15,000 under M/R Outfalls ($60,000 to $45,000), a reduction of $14,400 under Auto/Gas ($55,000 to $40,600), a reduction of $6,000 under Miscellaneous Expense ($10,000 to $4,000), and a reduction of $5,000 under Unemployment Insurance ($5,000 to $0) to name a few.  Finally, it should be noted that there was a request for an additional full-time employee to proceed with the development of a written Cross-Connection Control Program.  Funding for this position is not included in the budget as presented.  The Collection & Distribution budget of $1,522,100 represents an increase of $87,800 or 6.12% when compared to the adopted budget for FY 2009-10 which was $1,434,300.

Wastewater Treatment:  $1,373,700 To $1,708,400 – ( + $334,700 or 24.36% increase)

The Wastewater Treatment budget will be increasing by $334,700 in FY 2010-11 due to a variety of capital outlay related expenditures.  There is a combined increase of $398,l00 ($120,000 to $518,100) under C/O Buildings ($120,000 to $277,100) and C/O Equipment Depreciable ($0 to $241,000) for the following projects:


Solarbee Mixers





$163,500

Aeration Basin Cleanout




$125,000


Dry Creek WWTP Closeout Expenses


$  85,000


Lower Lagoon Cleanout




$  60,000


Plant Drain Replacement




$  42,000


Backflow Preventer Replacement



$  27,500


Effluent Weir Replacement




$    8,000


Roof Replacement





$    4,800


Sky Light Flashing Replacement



$    2,300








Total

$518,100

Additional information concerning each of these projects is included on pages 49-51 within this Budget Message.  Some of the additional increases include M/R Equipment ($16,000), Retirement Expense ($5,700) and Contracted Services ($6,500).  A close examination of the various line items will reveal a number of funding reductions.  Some of the more significant decreases include a reduction of $20,200 under Utilities/Electric ($175,200 to $155,000), a reduction of $15,000 under Chemicals ($45,000 to $30,000), a reduction of $6,000 under Professional Services ($45,000 to $39,000) and a reduction of $25,000 under Chemicals-Polymer ($25,000 to $0) as a result of the HanesBrand closure. The Wastewater Treatment budget of $1,708,400 represents an increase of $334,700 or 24.36% when compared to the adopted budget for FY 2009-10 which was $1,373,700.

Water Construction:  $410,000 To $305,000 – ( - $105,000 or 25.61% decrease)

The Water Construction budget will decrease substantially in FY 2010-11.  First, there is a combined reduction of $30,000 under W/C Professional Services ($10,000 to $0) and W/C M/R System ($20,000 to $0).  Previously, these funds have been included for unanticipated and otherwise unbudgeted needs that may arise during the course of the year.  With the increase in the Water & Sewer Fund Contingency ($150,000 to $250,000) the need for these funds is not as significant.  Second, there is a reduction of $75,000 under Waterline Upgrades ($380,000 to $305,000) for the specific projects being included for funding in FY 2010-11.  These include:

Henry Street & Taylor Street – 2,030 ft. of 8” 




$175,000

and 6” WL from Monroe Street to Irving Avenue   
Elm Street – 935 ft. of 6” WL from Harris 





$ 75,000

Street to Manning Street 
Design – Front Street & Burgess Street – 1,540 ft. 




$  23,000

of 6” WL from Fieldcrest to Hale


Design – Thompson Street & Neil Street – 1,400 ft. 




$  11,000

of 6” WL

Design – Coleman Street – 1,015 ft. of 6” WL from 




$  10,000

Center Church Road to Irving Avenue  
Design – Price Street Extension – 925 ft. of 6” WL 




$    7,500

from Lawson Street to Lewis Street


Design – Lawson Street Extension – 250 ft. of 6” 
WL from Roberts to Apt 6







$    3,500






















Total

$305,000



The Water Construction budget of $305,000 represents a reduction of $105,000 or 25.61% when compared to the adopted budget for FY 2009-10 which was $410,000.

Sewer Construction:  $195,000 To $1,625,100 – ( + $1,430,100 or 733.38% increase)

The Sewer Construction budget will experience a dramatic increase in FY 2010-11 due to a variety of Capital Outlay Infrastructure Improvement Projects.  These include:

Northern Smith River Phases 2 & 3 (Additional $781,800 Will Be Needed In FY 11-12)   $   867,000

Dry Creek Sewer Basin Phase 2 (Additional $565,100 Will Be Needed In FY 11-12)         $   608,100

Sewer Fix It Program (Additional $1,560,616 Will Be Needed Between FY 11-12 & FY 14-15)      
      $   150,000


















Total
                  $1,625,100

Offsetting some of these increases is a combined reduction of $55,000 under S/C Professional Services ($10,000 to $0), S/C M/R System ($25,000 to $0), and S/C Emergency Repairs – Pump Stations ($20,000 to $0).  Previously, these funds have been included for unanticipated and otherwise unbudgeted needs that may arise during the course of the year.  With the increase in the Water & Sewer Fund Contingency ($150,000 to $250,000) the need for these funds is not as significant.  In addition, there is a decrease of $140,000 under AC Furniture ($140,000 to $0) as a result of this project being completed during FY 2009-10.  Finally, it should be noted that a total of $3,876,200 had been requested for FY 2010-11 compared to the $1,625,100 actually allocated.  This means a total of $2,251,100 was eliminated from the Sewer Construction budget due a lack of available funds.  The Sewer Construction budget of $1,625,100 represents an increase of $1,430,100 or 733.38% when compared to the adopted budget for FY 2009-10 which was $195,000.

Special Appropriation:  $3,190,400 To $2,485,300 – ( - $705,100 or 22.10% decrease)

The decrease in the Special Appropriation section of the Water & Sewer Fund budget is due to a number of different factors.  First, there is a decrease of $368,900 under Contribution/Capital Projects Waterlines ($368,900 to $0) due to additional funding not being needed during FY 2010-11.  Second, there is a reduction of $56,800 under Holding Account – Self Insurance Fund ($56,800 to $0) due to these funds not being needed during FY 2010-11.  Third, there is a reduction of $233,000 under Special Appropriation Contribution: Annexation Initiatives ($333,000 to $100,000) as a bulk of the required work on the Indian Hills area water and sewer improvements is expected to be completed prior to June 30, 2010.  Fourth, there is a reduction of $36,000 under Contribution To General Fund – Administrative Charges ($1,050,300 to $1,014,300).  Offsetting a small portion of these reductions is an increase of $15,800 under Performance/Incentive Agreements ($86,800 to $102,600) due to the addition of a $15,781 payment that will be due to Osborne Construction Company for the Harris Point Apartments. The Special Appropriations allocation of $2,485,300 represents a significant decrease of $705,100 or 22.10% when compared to the adopted budget for FY 2009-10 which was $3,190,400. 

Contingency:  $150,000 To $250,000 – ( + $100,000 or 66.67% increase)

The amount allocated as a contingency within the Water & Sewer Fund has been increased from $150,000 to $250,000.  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 $250,000 represents an increase of $100,000 or 66.67% when compared to the adopted budget for FY 2009-10 which was $150,000.

· There are just four (4) statewide revenues that Eden receives from the State of North Carolina.  Each of these is tied directly to and dependent 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 2010-11 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 2007-08 actual revenues collected from these four sources of revenue were equal to $4,155,102.  In FY 2008-09 actual revenues collected from these four sources of revenue were equal to $3,931,959. The current FY 2009-10 budget projected receiving a combined total of $3,923,500.  The FY 2010-11 budget projects only receiving a combined total of $3,713,800 which is a decrease of $218,159 or 5.55% when compared to the actual amount that we collected during the FY 2008-09 fiscal year and a decrease of $441,302 or 10.62% 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 $90,000 to $0.  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 was completely 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 2010-11 budget includes a total of $432,000 being received under the line item State Hold Harmless Payment (10-3234-31001) to account for the elimination in Article 44 receipts.  This is actually a reduction of $27,700 for FY 2010-11 when compared to the projected amounts ($459,700) included in the current FY 2009-10 budget under the Article 44 ($90,000) and State Hold Harmless Payment ($369,700) line items.

· 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.  In FY 2000-01 the actual General Fund revenues were equal to $10,583,295.  The projected General Fund revenues for FY 2010-11 (ten years later) are $12,449,800.  This is an increase of only $1,866,505 or 17.64% over ten years or approximately 1.76% per year.

· The budget includes an increase of $56,100 in the amount of revenue that will be received from the annexation in-lieu-of payments within the General Fund ($529,900 to $586,000).  The projection of $586,000 is more in line with the actual collections for FY 2008-09 which equaled $583,932.  In addition, the actual payment received from MillerCoors Brewing Company for FY 2009-10 was $12,409.67 more than their actual payment in FY 2008-09.  The payment from Thoroughbred Resources, LLC remained unchanged from its level in FY 2008-09 and the FY 2009-10 payment from Duke Energy is not due until June 2010.   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 2010-11 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 $30,749,650 (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.  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 2010-11 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 2010-11 as a result of selling fixed assets that are declared to be surplus.  Due to the economy the annual budgets for the last several 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.

· I am proud to report that our staff has worked diligently during the past twelve months to access and secure grants and stimulus funding for a variety of initiatives.  During the past year we have already been awarded a total of $1,724,344 in grants that do not have to be repaid.  Of this total, $963,592 was for some water/sewer infrastructure projects, $393,999 for a variety of needs within the Police Department, and $341,753 for protective gear and equipment within the Fire Department as well as new ventilation systems at each fire station.  In addition, we have secured approximately an additional $1,450,000 for the upcoming Pierce Street Roundabout Project ($600,000), the Kings Highway Sidewalk Construction Project ($750,000), and the Decorative Street Lights Project on the Island Ford Bridge ($100,000).  Once these three projects are completed our citizens will realize the benefits from approximately $3,174,344 in grant and stimulus funds that we as a staff were able to obtain for a variety of projects and needs here in Eden.  

· The FY 2010-11 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 2010-11 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), Riverfest ($5,000),  Ribfest ($4,000), 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.

· Due to the weakened economy and the lack of available resources a significant number of capital outlay items requested by the various department and/or division heads were eliminated from the FY 2010-11 budget.  Some of the more significant items include:

Replacement of three Dodge Charger Police Patrol Cars – Police Department
$  78,000

In-Car Video DVS Server Upgrade – Police Department



$  19,000

Replacement of five In-Car Video Cameras – Police Department


$  25,000

Replacement of Aerial Ladder Truck (Year 1 of 5) – Fire Department

$  57,000

Replacement of Generator for Fire Station 300 – Fire Department


$  39,900

Upgrade AC/Heat Controls @ City Hall – Recreation Department


$  10,500

Replacement of Generator @ Railroad Pump Station – C & D Division

$  60,000

Portable Generator for Oaks Pump Station – C & D Division


$  36,000

Sewer Find It & Fix It Program – Sewer Construction 



$341,600

Sanitary Sewer Evaluation Study – Bridge St./Junction – Sewer Construction
$510,100









       Total      $1,177,100

· Due to the fact that we now have a full-time Staff/City Attorney and the need to reduce expenses the $9,000 previously spent within the Police Department for SR&S Law Enforcement Legal Support Services has been eliminated.  Any legal support services that are needed by the members of our Police Department will now be handled by the Staff/City Attorney. 
· The Tax and Service Rates section of the FY 2010-11 budget outlines all of the Tax and Service Rates for the upcoming year.  Any rates recommended as a change have been highlighted for your review and consideration.

· 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 accepted 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. An average cost of residential solid waste service delivery of $22.59 per customer 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 at that time represented approximately 17% (or $3.84 per customer per month) 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 which equals $18.75 per customer per month.

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 agreed that the PAYT rate structure would be discontinued by bringing all residential customers to the same monthly charge of $18.75 per customer by July 1, 2010.  It was further agreed that the rate increase would be implemented in two phases.  

The first phase of increases previously approved by the City Council went into effect on July 1, 2009 and the final phase of increases will go into effect on July 1, 2010.  Those customers who currently have a blue color coded sticker on their refuse container will see an increase of $3.42 per month ($15.33 - $18.75).  Customers who have an orange colored sticker on their refuse container will see an increase of $2.68 per month ($16.07 - $18.75).  Those customers who have a red color coded sticker on their refuse container will see an increase of $1.94 per month ($16.81 - $18.75).  The projected revenues under Solid Waste Fees Residential within the General Fund is $1,348,400 which represents an increase of $233,900 or 20.99% when compared to the projected revenue of $1,114,500 that is anticipated to be received during FY 2009-10.

· A detailed analysis of operating costs within the Solid Waste Division and possible cost reducing strategies is in the process of being examined by staff.  Included in this analysis is the cost of implementing curbside recycling by an outside contractor.  Additional details about this information will be shared with the Mayor and City Council for your review and consideration in the near future. 
· Powell Bill revenues received from the State of North Carolina for street maintenance purposes has continued to decline over the course of the past several years.  Consider the following:

FY 2007-08





$583,057

FY 2008-09





$518,605

FY 2009-10 





$459,035

FY 2010-11 – Projected



$447,100
· Projected reductions in both residential and commercial development will translate into less revenue for the City in FY 2010-11.  The actual revenue received from Building Permits, Plumbing Permits, Mechanical Permits, Sign Permits and Electrical Permits was $ 91,963 during FY 2007-08 but dropped to just $72,769 during FY 2008-09 which was a decrease of $19,194 or 20.87%.  The current FY 2009-10 budget includes a combined estimate of $88,100 but actual receipts at the end of February 2010 for these five sources were $58,775.  The FY 2010-11 budget includes a combined estimate of only $82,800 which is a reduction of $5,300 or 6.02% compared to the estimated revenue projected to be received during FY 2009-10.  
· It is recommended that the present property tax rate of sixty-two cents ($ 0.62) per one hundred dollars of assessed property valuation remain unchanged for FY 2010-11.  The tax revenue projections for the upcoming year are based on the City’s property valuation total as of June 30, 2009 ($841,345,461) and the total amount of the levy for property excluding registered motor vehicles ($4,693,407) and the actual collection rate (97.68%) for the fiscal year ending June 30, 2009.  At a collection rate of 97.68% it is anticipated that $4,584,520 will be collected during FY 2010-11.  This is an increase of only $110,000 or 2.46% when compared to actual collections in FY 2008-09 that were $4,474,500.  This equates to anticipated revenue of $73,944 per $0.01.   

· Interest rates on our investments throughout the different funds has tanked over the course of the past several 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 2010-11 will be way below the levels we experienced as recently as just 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 Actual:



$ 354,529

FY 2009-10 Budgeted:


$ 349,900

FY 2009-10 Projected As Of 03/07/09:
$ 219,026

FY 2010-11 Budgeted:


$ 210,400

· Gasoline prices escalated significantly during the five year period of FY 2002-03 to FY 2007-08 as outlined below.  In FY 2008-09, total actual expenditures equaled $323,486 and current expenditures for FY 2009-10 indicate there is an excellent chance that we will spend even less money than this for the current fiscal year.  The total amount of money being budgeted for gasoline has been reduced by $118,400 ($443,600 to $325,200) or 26.69% for FY 2010-11.  The funds budgeted for FY 2010-11 ($325,200) is very similar to the actual expenditures incurred during FY 2008-09 ($323,486).  A breakdown of the actual costs incurred for the past several years is as follows:

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


       $323,486 – Actual Expenditures

FY 2009-10 


       $443,600 – Amount In FY 2009-10 Budget

FY 2010-11


       $325,200 – Amount In FY 2010-11 Budget

· The Emergency Communications Fund budget equals a total of $171,400.  It includes $133,100 under lease payments for the communications equipment that was approved by the City Council during FY 2007-08.  It also includes $28,200 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 $10,100 as a reimbursement to the General Fund for costs related to the provision of professional services on the emergency communications infrastructure by the City’s IT Manager.

· A total of $64,200 (Police Department $50,000 and Fire Department $14,200) has been included in the FY 2010-11 budget for the second year payments associated with a five-year lease purchase agreement for the acquisition of the radios and related equipment associated with 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.  

· 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).  Liberty Textiles and HanesBrand moved their operations out of the United States.  This has had a devastating impact on our economy as well as the revenue side of the City’s Water & Sewer Fund. 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.  

· Fortunately, the City has an existing contract with HanesBrand that is not set to expire until June 30, 2011.  It 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. A total of $2,500,000 is included within the Water and Sewer Fund projected revenues for the take-or-pay payments that are expected to be due for FY 2010-11.  This will be the final payment from HanesBrand!
· Despite the existence of the agreement with HanesBrand, the City Council moved swiftly to adopt a policy that provides for incremental water/sewer rate increases over a period of years in an effort to make up for the revenue being lost by the closure of just HanesBrand.  In Mayodan, the City Council had to take immediate action when Unifi closed and they voted to raise their existing utility rates in excess of 100%.  They simply had no other option.  During the course of the next couple of years, our water and sewer rates will be increased on an incremental basis at regular intervals as previously approved by the City Council.  This action is necessary to make sure we continue to generate sufficient revenues to operate our Water and Sewer system.  Additional increases of $7.38 per month for the average (inside corporate limits) residential customer using 5,000 gallons of water and sewer each month are scheduled to take place on January 1, 2011, January 1, 2012 and July 1, 2012.  Obviously, this schedule can be modified if we are fortunate enough to attract new large water and/or sewer customers.  One such possibility is the Mega Park Project in Pittsylvania County, Virginia that we are continuing to aggressively pursue.  

· The FY 2010-11 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 2010-11.  Once the project has been completed the fund will be closed.

Waterline Upgrade 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 2010-11.  Once the project has been completed the fund will be closed.

· The current water and sewer rates being charged remain 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, 2009” as published by the UNC School of Government and “The 21st Annual Virginia Water & Wastewater Rate Report 2009” as prepared by Draper Aden Associates.  It is based on a customer living within the city limits using 5,000 gallons per month. The average water and sewer residential bill per month (inside corporate limits) is based on 5,000 gallons of usage.  Outlined below are the current amounts being paid in Eden, as well as the most recent statewide averages for the State of North Carolina and the Commonwealth of Virginia.
Community


Water


Sewer


Total

      Eden


$20.76


$21.25


$42.01

      N.C. Average As Of

$24.50


$28.50


$53.00

July 1, 2009

Virginia Average As Of

$23.58


$29.56


$53.14

July 1, 2009

It is very important to remember that one of the requirements in seeking future grant funds for water and sewer infrastructure improvement projects is whether or not our water and sewer rates are in compliance with the High Unit Cost (HUC) requirement of 1.5% of the Median Household Income for a residential customer using 5,000 gallons per month.  Many different funding agencies, such as the Clean Water Management Trust Fund (CWMTF), have this requirement as a condition of receiving funding.  According to Mr. Don Evans, NCDENR Construction Grants and Loans Section (CGLS), the HUC for Eden as published by NCDENR CGLS is currently $41.47 and changes on an annual basis.  You will note that this is actually $0.54 less than our current rates of $42.01 which became effective on January 1, 2010. 

· 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)
$423,200

$240,700
                    $663,900

2008  $6,875,755 Loan (W/S)
$379,400

$217,100

        $596,500

2008  $1,228,000 Loan (G/F)
$  67,800

$  38,800

        $106,600

· A total of $207,800 has been included in the Billing & Collections Department for the upgrading of the City’s meter reading process from a manual read system to an automated meter reading system.  The allocation of $207,800 represents the first of ten (10) semi-annual payments that we anticipate making over the course of the next five years IF the City Council makes the final decision to proceed with the purchase and implementation of this system.  A detailed power point presentation was shared with the Mayor and members of City Council by Ms. Tammie McMichael, Director of Finance and Personnel during the annual budget/planning retreat held on February 27, 2010.  It is anticipated that Mr. Brad Bersch and Mr. Ron Lilley, Carolina Meter will be invited to make a formal presentation to the Mayor and members of City Council at some point during the next several months.  The current pricing information is guaranteed through December 31, 2010.  In the interim, we are continuing to work with representatives of W. K. Dickson Company to search for possible funding assistance.  If we proceed with the implementation of the automated meter reading system we will consolidate our meter reading efforts and will transition from three meter reader positions to just one full-time position with back-up assistance being provided from personnel in other departments/divisions.

· The Special Appropriations budget within the General Fund budget includes $77,200 to pay for the City’s obligations in reference to performance agreements with local industries.  This is an increase of $3,800 or 5.18% from the amount ($73,400) that was allocated for FY 2009-10.  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 2010-11 include:

             Company

             Amount Due In FY 2010-11

Innofa




 $27,249.19

Loparex



 $11,958.00





Weil McLain



 $37,929.33







Total

 $77,136.52

· The budget includes $102,600 for the City’s obligations in reference to the water and sewer extension policy. This is an increase of $15,800 or 18.20% from the amount ($86,800) that was allocated for FY 2009-10.  The reason for the increase is the first payment coming due to Osborne Construction Company for the Harris Point Apartments ($15,781).  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 2010-11 include:


Company

  
                 
               Amount Due In FY 2010-11 

The Village (4th of 5 payments)



              
       $    7,950

Osborne Company/Arbor Lane Apartments (5th of 5 payments)

       $  17,915

Osborne Company/Harris Point Apartments (1st of 5 payments)

       $  15,781

Osborne Company/Harris Place & Wal-Mart (5th of 5 payments)

       $  46,711

Osborne Company/Pierce Street & Shopping Center (3rd of 5 payments)
       $  14,157









Total
       $102,514

· Due to the current recession and weakened economy the FY 2010-11 budget does not include any funds for a cost-of-living allowance pay increase or a performance based merit pay increase.  According to InflationData.com the rate of inflation between February 2008 and February 2010 has been 2.38% 

· A new line item entitled Salaries/Part-Time (10-4145-12600) has been included in the Information Technology department budget and includes an allocation of $15,000 for part-time assistance.  The scope of the IT support needed for the City of Eden has changed dramatically in the past three years.  With the installation of the mobile data terminals (MDT’s) in Police cars and the conversion to paperless agendas for the Mayor and members of City Council we have gone from 76 computers and 9 servers in March of 2007 to 119 computers and 19 servers as of March 2010.  The workload, which has never been small, has dramatically increased over the past three years.  An ITAA (IT Association of America) study in 2003 revealed that the average IT to end user ratio in government, education, and non-profit organizations averaged 1:33.  The City of Kernersville has 210 computers and 15 servers supported by a three person team for a support ratio of 1:70.  The City of Reidsville currently has 171 devices supported by a three person team for a staffing ratio of 1:57.  Our current staffing level is 1:138.  We have noticed that the high demands on the IT Manager’s time leave little time left for innovation, research, and evaluation of new technology or improved processes.  This also leads the IT Department to take a reactive approach to issues rather than a proactive one.  This funding will allow us to hire a part-time computer technician to work 19 hours per week, and no more than 999 hours per year, performing routine PC maintenance tasks.  This will remove some of the burden for the small, day to day tasks from the IT Manager and allow him to focus on the larger projects and initiatives.

· During the course of the past nine years, it is well documented that Eden’s department sizes/staffing have been adjusted in an effort to create significant recurrent and ongoing savings.  On February 21, 2002, the City Council adopted a comprehensive staffing assessment presented by the City Manager and the Director of Finance & Personnel.  The recommendations included a variety of initial staffing reductions with a recurring annual net savings (based on 2002 dollars) of approximately $441,022.53 or the equivalent of 7 ½ cents on our existing tax rate at that point in time.  The recommendations adopted by the City Council in 2002 as well as many additional cost reduction initiatives since that point in time have translated into significant and recurring savings on an annualized basis to the taxpayers of the City.

In FY 1995-96, the City had 203 full-time positions.  The oldest data we have been able to find is FY 1991-92 which reflects a total of 183 full-time positions.  During FY 2010-11 the current number of full-time positions will only equal 180 – the lowest point at any time since at least FY 1991-92 and possibly even earlier.  Furthermore, without the two stimulus funding grant positions within the Police Department, our FY 2010-11 level of full-time employees would only be a total of 178 employees.

Some examples of the specific actions that have been taken to reduce department sizes/staffing in Eden which have translated into significant and recurring savings equal to at least $1,256,474 per year ($0.17 on existing tax rate) include:

A. The previous Director of Utilities and Director of Public Works positions were consolidated into a single position – Director of Environmental Services when the former Director of Public Works retired.

B. The Director of Finance and the Director of Human Resources positions have been consolidated into a single position – Director of Finance and Personnel.  Both of these positions were vacant when I was hired as City Manager and one of my first recommendations was to consolidate these two positions into one.

C. When the previous City Engineer (licensed engineer) resigned to take a job with another employer, the decision was made to eliminate the practice of having a licensed engineer serving the City on a full time basis as City Engineer.  The remaining employees stepped up and accepted additional responsibilities previously handled by the City Engineer and the sealing of our plans prepared in-house is now contracted out.

D. The Water Filtration Plant division, Wastewater Treatment Plant division, and Water Resources Division have been reduced by a combined total of seven positions from a total of thirty (30) positions in February, 2001 to just a total of twenty-three (23) positions today. 

E. The Police Department has been reduced by a combined total of eight positions from a total of sixty-two (62) positions in February, 2001 to just a total of fifty-four (54) positions by the end of FY 2010-11.  If you factor in the two grant positions we would actually only have a total of fifty-two (52) positions which is a reduction of ten (10) positions since February, 2001.  When the recent Chief of Police retired, the City went from having a Chief of Police, Support Captain and Administrative Captain to a Chief of Police and Deputy Chief of Police.

F. The staff within the Administration department was reduced by one full-time position when the previous City Clerk retired.  We went from having a City Clerk and a Deputy City Clerk to our current staffing which is limited to just a City Clerk.

G. The full-time Customer Service Representative position that was located at the front entrance of the Municipal Building was eliminated.  When our previous Permit Tech I in Planning and Inspections left to take another job in Greensboro we reassigned our existing Customer Service Representative to the Permit Tech I position.

H. Three additional full-time positions will be eliminated through attrition during FY 2010-11 due to the ongoing need to do more with less.  We will be losing a Secretary III position, a Firefighter/Driver Operator Relief position and Police Records Clerk II position.

· 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, 2009 the retained earnings within the Self Insurance Fund was equal to $177,230.  The total expenditures for FY 2008-09 equaled $1,710,689 (actual claims = $1,337,008) compared to a total of $1,685,304 (actual claims = $1,303,735) for FY 2007-08.  The total revenues for FY 2008-09 equaled $1,824,587 compared to a total of $ 1,727,190 for FY 2007-08 for an increase of $97,397 of 5,64%.  As of March 31, 2009 total revenues received equaled $1,605,236 compared to total expenditures of $1,360,086.  Once you extrapolate this out for the remainder of the year it is estimated that our FY 2009-10 revenues will equal approximately $2,140,315 compared to expenses of approximately $1,813,448 if the last quarter of the fiscal year is similar to the first three quarters of the fiscal year.  

The numbers that were provided to us by our health insurance consultants indicate expected costs in FY 2010-11 equal to $1,905,157 and maximum costs equal to $2,414,083.  The FY 2010-11 budget reduces the monthly contribution from the City for each active full-time employee from $625.00 per month for medical insurance coverage to $525.00 per month for medical insurance coverage.  The monthly contribution for dental coverage is remaining unchanged at $33.00 per month.  The FY 2010-11 budget continues our practice of funding the expected costs of the upcoming fiscal year as outlined by our health insurance consultants.  A total of $1,919,900 has been allocated for FY 2010-11 (Fixed Costs = $477,500 and Projected Claims = $1,422,400).

The life insurance and accidental death insurance coverage rates contained within the self insurance fund have remained unchanged in the FY 2010-11 budget. 

· The City currently has a policy for the provision of health/dental insurance coverage for those employees retiring with at least twenty years of service.  The policy is as follows:  

· At least 20 years of service but less than 25 years – 50% of the monthly cost up to a max of $275/month

· At least 25 years of service but less than 30 years – 75% of the monthly cost up to a max of $412.50/month

· At least 30 years of service – 100% of the monthly cost up to a max of $550/month  

The monthly premium being paid is based on the rate previously established by the City Council, which is subject to being changed at any time.  Currently, the monthly premiums for retirees as well as individuals who retired as the result of a work-related disability is $625.00 per month for medical insurance coverage and $33.00 per month for dental insurance coverage.  The FY 2010-11 budget does not change these rates for the upcoming fiscal year.
· There are forty-six (46) individuals (decrease of two (2) since last year) who currently participate in the City’s health insurance program that are not active full time equivalent (FTE) employees.  These include both retirees as well as individuals who retired as the result of a work-related disability.  This results in a significant financial commitment on the part of the City since the City is responsible for all of their claims up to a maximum of $40,000 each.  On the other hand, these same individuals dedicated their lives to the service of this City for 20 to 30 years and this is a small way for us to say “thanks for a job well done”.  Three (3) of these individuals are retirees that retired with at least twenty-five (25) years but less than thirty (30) years of creditable service.  Currently, the City pays up to a maximum of $275 per month for their monthly health/dental insurance premium with the difference being paid by the retiree.  Thirty-two (32) of these individuals are retirees that retired with at least thirty (30) years of creditable service.  Currently, the City pays up to a maximum of $550 per month for their health/dental insurance coverage with the difference being paid by the retiree. Finally, eleven (11) of these individuals have retired as the result of a work-related disability.  The City currently pays 100 % of their monthly insurance premium.  Dependent coverage for all retirees is the responsibility of the retiree.  Currently, the City is budgeting a total of $293,700 in annual premiums for the forty-six (46) individuals noted above.

· A copy of the current FY 2009-10 job and classification plan as well as a copy of the FY 2010-11 job and classification plan have been included within the “Personnel” section of the FY 2010-11 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.

· As previously noted, the Retirement Expense for all departments and divisions is being increased by a combined total of $113,700 ($343,200 to $456,900) due to the fact that the State Retirement System increased the required employer contribution from 4.80% to 6.35% of total salaries for all employees except sworn law enforcement officers.  The required employer contribution for sworn law enforcement officers is increasing from 4.86% to 6.41% of total salaries.  It should be noted that prior to FY 2008-09 the City’s required contribution rates were 6.76% and 6.74% respectively.  Although the required contribution levels are higher than the amounts paid in FY 2008-09 and FY 2009-10 the revised rates are lower than the required contribution levels for FY 2007-08 and earlier.
· The financial reporting standards required by the state and other agencies direct that the $1,014,300 being used in the Water and Sewer Fund to pay for various expenses included in the General Fund be allocated as an administrative charge to the department providing the service to the Water and Sewer Fund.  The $1,014,300 being allocated for FY 2010-11 is a reduction of $36,000 or 3.43% compared to the $1,050,300 allocated during FY 2009-10.  The administrative charges are allocated to the following departments:

Department


Amount To Be Offset  

Governing Board


$  37,400

Administration


$135,100

Environmental Services

$119,700

Finance & Human Resources

$251,400

Information Technology

$  87,900



Legal




$  56,400

Engineering



$182,100

Public Building Services

$  17,800
Fleet Maintenance


$126,500

Total

          
         $1,014,300

· 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 2010-11 budget.

· Although the deadline for coming into compliance with the EPA’s Disinfection Byproducts Rule is over three years away, achieving compliance must begin now to allow adequate time for making the necessary improvements if needed.  Beginning October 1, 2013, regulatory requirements will tighten significantly for the trihalomethanes and haloacetic acids allowed in water that is distributed to customers.  Meeting the compliance requirements for these parameters will be challenging and may require considerable changes in how we treat water as well as engineering and physical changes to our facilities.  A total of $45,000 has been included in the Water Filter Plant budget for an engineering study to evaluate what needs to be done to make sure we achieve compliance and to specify any of the changes or improvements that will be needed.  If facility improvements are required, it may take up to two years to complete regulatory approval and construction.
The study will cost approximately $30,000 and will explore the many technologies currently available to remove the organic carbon precursors that create trihalomethanes and haloacetic acids when chlorine is applied as a disinfectant.  Once one of these technologies is selected as the most feasible to use, a pilot study will be run to verify the effectiveness of that technology on our water.  One of the most promising technologies is the MIEX ion exchange system.  A full-blown MIEX pilot study is projected to cost between $12,000 and $15,000.  If other technologies are deemed acceptable to address our organic carbon precursor levels, the pilot study of other technologies are likely to be much less expensive than a MIEX system.

Depending on the conclusions of the study in the FY 2010-11 budget, we will adopt the treatment strategies we find in the study or make plans to design and build new processes as the study recommends.  If design and construction is needed it will be proposed in the upcoming FY 2011-12 and 2012-13 budgets.  If we should go pass the October 1, 2013 deadline for compliance, we can be granted additional time into the 2014 calendar year to complete the construction on new processes that are under construction as long as we can show that we have made a concerted effort at coming into compliance.  Ultimately, the goal of this study is to identify our course of action to reduce our organic carbon precursors or other solutions that ultimately insure that water delivered at our customer taps is compliant with regulatory levels for trihalomethanes and haloacetic acids.  

· It is prudent at this point in time to implement a program for the replacement of the Chemical Feed Pumps at the Water Filtration Plant to insure we have reliable pumps and that there are no failures in service.  These pumps are critical to proper treatment in the dosing of chemicals.  We plan on replacing one pump for each chemical every two years until all have been changed out.  There are two alum pumps, three caustic pumps, and one fluoride pump.  The Water Filter Plant budget includes $5,300 for the replacement of one pump.  These pumps are extremely reliable and can be rebuilt many times.  Unfortunately, the manufacturer no longer offers repair parts for the old (1977) models that we have; as such, when a major part failure occurs the pumps cannot be rebuilt.  These are precision industrial metering pumps that deliver a precise amount of chemical per minute and they are controlled by our plant computer.  This replacement program is consistent with the requirement to maintain our water system as per the original design specifications and State approvals to construct as referenced in the applicable State regulations. 
· The Sewer Construction budget includes $608,100 for Phase 2 of the Dry Creek Wastewater Collection Subsystem Improvements project.  An additional $565,100 will be needed during FY 2011-12 to complete this phase of the project.  Phase 3 of this project will ultimately be included in the Sewer Find & Fix It Program.
The City completed closed circuit television inspection of approximately 33,700 linear feet of problematic sewers in the Dry Creek subsystem.  Given the condition of these sewers, we decided that we needed to implement a multi-phased sewer renewal program within the Dry Creek Wastewater Collection Subsystem.  The recommended rehabilitation plan consisted of three phases to be phased in over a four to five year period.  These phases include the following improvements to the sewers classified as immediate, high and moderate priorities:

· Phase 1 (Complete) – Immediate repairs to the most severe and problematic sewers and manholes found in the inspection.  It consisted of a combination of replacement and point repairs and responding to and correcting the most severe service defects.  The repairs were made as part of other critical sewer line repairs to take advantage of economy of scale including the proposed Phase 1-Initial Improvements to the Smith River Outfall.  
· Phase 2 – Replacement of 5,650 linear feet of 18-inch gravity sewer (part of the Dry Creek Outfall) from Mill Avenue to the Railroad Pump Station.  Design is currently 90% complete and plans and specifications will be readied quickly for regulatory submission and subsequent approval.  This phase should be programmed with Phase 2 and Phase 3 of the Northern Smith River Outfall Improvements project to take advantage of economy of scale.   

· Phase 3 – Renewal (Cured in place sewer lining and cementitious lining of manholes) of 19,250 linear feet of sewers ranging in size from 8-inch to 18-inch and mainly located underneath NCDOT and City paved streets and roads.  The renewal should be completed over a period of three years and has been integrated as part of a the Sewer Find and Fix It Program.  

A grant from the Clean Water Management Trust Fund (CWMTF) has been pursued to reduce the financial commitment from the City for Phase 2; however, given the lack of funding to this state agency, we do not anticipate any grants within the short-term.

· The Sewer Construction budget includes $867,000 for Phases 2 and 3 of the Northern Smith River Outfall Improvements project.  An additional $781,800 will be needed during FY 2011-12 to complete this phase of the project. 
As part of the ongoing Sanitary Sewer Evaluation Studies (SSES) in the Kuder Street subsystem, the problematic Smith River outfall from the abandoned railroad trestle to its terminus near Warren Street and Caleb Avenue was evaluated.  The evaluation included preparation of a detailed technical memorandum that provided a summary and recommended plan of action.  The evaluation of this sewer is summarized below:

· Continuation of the operation and maintenance of the existing northern section of the Smith River Outfall is not viable.

· The replacement of this portion of the gravity sewer is not feasible due to limited access; environmental concerns related to setback and buffer requirements; constructability concerns related to geological and topological conditions; and stringent maintenance requirements related to the high priority sewer classification. 

· The only viable alternative to eliminating the problematic and high priority sewer will be to abandon the section of sewer from the West Aiken Road Bridge to West Caleb Street/Warren Avenue and install a pump station and force main.  It will also entail modifications to the existing sewer system including new sewers to divert flow from the outfall to be abandoned to the new pump station.

· Options were investigated to eliminate the lower portion of the Smith River Outfall from the West Aiken Road Bridge to the abandoned railroad trestle; however, the most effective plan is to make needed repairs on the Smith River Outfall between the bridge and trestle and keep it in service.

· The Smith River Outfall between the West Aiken Road Bridge and the trestle contain three distinct areas of needed improvements.  

· The preferred method of repair to the Smith River Outfall between the bridge and trestle is a combination of replacement and relocation.

    The proposed improvements to the Northern Smith River Outfall were separated into the following phases:

· Phase 1 – Initial Improvements to the Smith River Outfall  (Complete) – This phase included the replacement of the upper section and relocation and replacement of the lower section of the sewer between the bridge and trestle.

· Phase 2 – Abandonment of the Northern Smith River Outfall – This phase will include the abandonment of the sewer from the bridge to Caleb Street/Warren Avenue and the installation of the pump station and force main and modifications of the existing sewer to divert flow to the new pump station.  Design is currently 90% complete and plans and specifications will be readied for regulatory submission and subsequent approval.

· Phase 3 – Final Improvements to the Smith River Outfall – This phase will conclude the project and involves the replacement of the middle section of the outfall between the bridge and trestle.  Similarly to Phase 2, design is currently 90% complete and plans and specifications will be readied quickly for regulatory submission and approval. 

The City received American Recovery and Reinvestment Act (ARRA) funding for Phase 1 which included a principal forgiveness ($357,151) and 0% interest loan ($357,151) from the Construction Grants and Loans Section from the North Carolina Department of Environment and Natural Resources. A grant from the Clean Water Management Trust Fund (CWMTF) has been pursued to reduce the financial commitment from the City for Phase 2 and Phase 3; however, given lack of funding to this state agency, we do not anticipate any grants within the short-term.  Repayment on the 0% interest loan is not expected to begin until the project has been completely finished.

· The Sewer Construction budget includes $150,000 for the Sewer Find It & Fix It Program.  An additional $1,902,216 will be needed during the four year period of FY 2011-12 through FY 2014-15.
The proposed project will expedite repair to sewer system defects and deficiencies identified by the ongoing Sanitary Sewer Evaluation Studies (SSES) as well as problems identified by the Collection and Distribution Division within the Environmental Services Department.  The City has completed SSES in the Meadow Greens, Covenant Branch, Dan River, Dry Creek and Kuder Street subsystems.  The City has completed the SSES in Bridge Street subsystem except for the sewer conditional assessment (cleaning and closed circuit television inspection).

The studies have revealed numerous common problems such as damaged cleanouts on sanitary sewer services, leaking abandoned sanitary sewer services, vented manhole lids in high runoff areas, misaligned manhole frame and covers in flood prone areas, manholes in low lying and flood prone areas, cracks in manholes, partial sewer main collapses near storm drains, etc.  These problems are often straightforward repairs that can eliminate significant inflow.

The City has addressed significant problems in the Meadow Greens, Covenant Branch and Dan River subsystems but similar problems exist in the Dry Creek, Kuder Street and Bridge Street subsystems.  Repairs in these subsystems are inevitable. The City has been successful in identifying problems but repairs have often lagged due to competing interests and other critical funding needs.  This project will provide the City funds to address these problems in a timelier manner by adopting a common strategy known as Find and Fix.  This strategy will ideally reduce design costs and expedite fixes.  The execution of the tasks or the “Fix” part of the strategy will revise from a traditional approach (Design-Bid-Construction) to the following:

· Find problems by ongoing investigations (SSES, CCTV inspection and flow monitoring)

· Procurement of two specialty contractors (Point Repair/Small Replacement/Manhole Rehabilitation Contractor and Cured in Place Pipe, CIPP, Liner Installer) for a specified interval such as annual, two year, four year, etc.

· Issuance of Work Orders and oversight with program management in lieu of detailed plans

· Confirm results by post-flow monitoring

The “Find” part of the program has been done by the previous SSES and CCTV work in the Dry Creek subsystem and is well underway in the Bridge Street subsystems.  The “Fix” part can be implemented by development of bid documents for the two components of work (point repairs/small replacement/manhole rehabilitation and CIPP liners) and procurement of the two most responsive contractors.  The City will then budget not-to-exceed amounts as part of an annual program ($150,000 for FY 2010-11) and issue work orders based on the priority of problems already identified and or that have yet to be identified.

 

The project is expected to consist of the following priorities:

· Development of Renewable Annual Unit Price Task Order Contract (Find/Fix Strategy) – Preparation of Specifications, Details and Contract

· Development of Renewable Annual Unit Price Task Order Contract (Find/Fix Strategy) - Bid and Award 

· Task Order 1 - Dry Creek Subsystem Repairs to Inflow Sources 

· Task Order 2 - Kuder Street Subsystem Repairs to Inflow Sources

· Task Order 3 - Bridge Street Subystem Repairs to Inflow Sources

· Task Order 4- Phase 3 of Dry Creek Subsystem Repairs (Lining)

· Task Order 5 – Kuder Street Phase 1 (Immediate Repairs)

· Task Order 6 – Kuder Street Phase 3 (Lining on East Side)

· Easement and Land Acquisition and Legal for Task Order 4, 5 and 6 

· Annual Program Management

· The Dry Creek Wastewater Treatment Plant will be closed by June 30, 2010.  At that point in time, the permit will be terminated and no further wastewater can be released from the system.  The remaining solids and wastewater must be removed to prevent any further release.  Because these basins are clay lined, a portion of the dirt at the bottom of these basins will have to be removed as well and disposed of in accordance with EPA 503 regulations.  If this material is allowed to sit for too long, the solids will be hard to remove and will also cause odors and attract insects.  The Dry Creek Wastewater facility was built in 1967 and has not gone through any major upgrades.  The basins are the original basins and have sustained a great deal of damage and deterioration.  The chances for leakage of wastewater into the ground water is high and needs to be corrected quickly.  As such, the Wastewater Treatment Plant budget includes $85,000 for the Dry Creek WWTP Closeout.  

· The Wastewater Treatment Plant budget includes $60,000 for the cleanout of the lower lagoon. With the completion of the Dewatering Building and storage pad, the lower lagoon will no longer be needed for storage of liquid sludge.  Our second lagoon is lined and can be used for storage in emergencies.  Because of its condition, this basin is not safe being left as it is.  The risk for leakage is great, it is an open pit taking up space that cannot be contained easily, and any solids left will eventually cause odors and attract insects.  This basin was built in the 1980’s to help with the storage of solids.  It was built as an earthen basin with stone on the sides and bottom.  It has no lining and has deteriorated over the years.  There is an unknown amount of dried solids on the bottom and sides that are taking up a part of its capacity.  This project will allow us to remove all of the solids from this lower lagoon for complete closure.  Once it has been cleaned and closed-out, it will give us extra space for future possible projects.
· The Wastewater Treatment Plant budget includes $125,000 for the removal and land application of all built up solids in the south aeration basin.  Last year, we removed over 2 million gallons of sludge from the north aeration basin that was taking up capacity.  We feel certain that there is close to 2 million gallons in the south basin based on observations and random sludge depths that have been taken.  This needs to be removed in order to have the complete treatment capacity as designed available at both of these basins.  The basin is not capable of handling the normal flow when close to half of the basin is built up with sludge.  When higher than normal flows go through the plant, it can also stir up some of the compacted sludge and carry it through the plant.  This could potentially cause the plant various issues with solids being carried through the final clarifiers and out the effluent, which could lead to permit violations.  This basin was built in 1967 and reconstructed in 1992, but has not been emptied since that point in time.

· The Wastewater Treatment Plant budget includes $163,500 for the purchase and installation of three Solarbee Mixers that run completely on solar power.  When the original aerators were replaced with surface aerators, no mixers were added to keep the solids in suspension throughout the basin.  Improper mixing causes solids to settle out and accumulate in the basin. The aerators are running more than needed to keep everything suspended and are only really working in the top half of the basin.  Mixers are needed to prevent solids from settling and building up on the bottom and sides of the basin.  By using solar mixers, we will be able to reduce our electrical consumption by running the aerators less and the fact that these mixers are run completely on solar energy.  As you will remember, we purchased one solarbee mixer in 2009 to test.  Our pilot studies have shown us that the mixer works well in keeping our mixed solids in suspension.  The consultants have recommended a minimum of four units to do the job completely on a regular basis.

· The Wastewater Treatment Plant budget includes $27,500 for the replacement of the original double-check valve assembly at the head of our water system with a new 6” RPZ backflow preventer and a FRP heated enclosure.  The State Plumbing Code requires that you have an operational backflow preventer at the head of any water system that comes in contact with any hazardous substances to prevent contaminates being pulled back into the main water supply.  This includes Wastewater facilities.  The unit should also be above ground for easy access, enclosed to prevent freezing, and inspected once a year to insure compliance.  This is the original unit that was installed when the plant was constructed in 1967.  The unit is in a vault that can’t be accessed easily.  It requires a confined space entry and there are no records to indicate this has ever been serviced.  Currently, it is not even operational.

· The Wastewater Treatment Plant budget includes $42,000 to repair the equipment in the Plant Drain Pump Station and to replace any of the damaged parts and equipment.  One of the two pumps has been out of operation now for several years and will not run.  Both check valves are damaged and leaking badly.  The elbows in the piping are also deteriorated and in need of being replaced.  The 2nd pump is still operational but after 18 years of service it has a high risk for future failure.  There is no further backup for this system to handle the flow from all of the plant drains if this 2nd pump fails.  This pump station was installed with the plant upgrade that took place in 1992.  This is the original equipment.  Several years ago, a bad chlorine leak made its way into this pump station and is the possible cause for this severe deterioration.

· The Wastewater Treatment Plant budget includes $8,000 for the replacement of one of the two weirs in the effluent chlorine contact chambers due to its deteriorating condition.  The second weir will need to be replaced in FY 2011-12.  Currently, the two weirs are made from aluminum, but they will be replaced with stainless steel to prevent quick corrosion.  Currently, the weirs are pitted and losing small sections.  The whole plate is worn thin and runs the risk of leaking if any of the metal breaks apart further.  The weir’s keep the flow evenly distributed between the chlorine contact chambers.  If one of these fails, we will have to take the whole chamber out of service.

· The Collection and Distribution Division budget includes $70,000 under Principal and Interest for the first year payment associated with a five year lease-purchase agreement for the replacement of the 1986 Chevrolet Sewer Vacuum Truck (our current backup).  Our Aqautech brand vacuum truck is our front line truck but is now eleven years old and needing more consistent repairs on its electrical and pumping systems.  According to Mr. Tommy Carter, Superintendent of Fleet Maintenance, its reliability is waning and this is one of the two greatest needs we currently have in terms of vehicle replacements.  We are in need of a reliable flushing/vacuum truck to make sure we can respond to blockages in the sanitary sewer system in a timely manner as required by NC DWQ.  Our older 1986 Chevrolet truck is dilapidated and failing.  The present Aquatech truck will become the backup vehicle and the 1986 Chevrolet will be declared surplus.  It is imperative that we meet our minimum cleaning requirements of 10% of all sewer mains per year as prescribed in our collection system permit.  At present, due to various breakdowns, we are struggling to catch up for this year with just more than 50% of the required work being completed through the first  nine months of the current fiscal year.

· The Solid Waste Division budget includes $27,200 under Principal and Interest for the first year payment associated with a five year lease-purchase agreement for the replacement of the 1988 Mack Road Tractor Transfer Truck (32G) that has more than 302,708 miles on it.  This vehicle plays a critical role in our solid waste operations since it is used on a regular basis at our transfer station to haul solid waste materials to the landfill and recyclable materials to various vendors.  It is also used at times to pull a lowboy trailer to move heavy equipment as needed.  We are having issues with the engine losing coolant and are experiencing problems with the suspension and drive train.  According to Mr. Tommy Carter, Superintendent of Fleet Maintenance, its reliability is waning and this is one of the two greatest needs we currently have in terms of vehicle replacements.

· The Police 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 $960,014 as of June 30, 2009 which is an increase of $15,659 or 1.66% compared to the $944,355 figure from June 30, 2008.  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 2010-11 budget continues our commitment to this program and includes an allocation of $225,200 for the Police Pension Trust Fund.  This is an increase of $6,500 or 2.97% when compared to the amount that was allocated for FY 2009-10 ($218,700).  The funds needed to meet this ongoing obligation have continued to increase over the course of the last several years:




Year




Funding Level



FY 2006-07 Actual


    $125,576




FY 2007-08 Actual


    $169,924




FY 2008-09 Actual


    $202,591




FY 2009-10 Budgeted


    $218,700




FY 2010-11 Budgeted


    $225,400

It is interesting to note that the amount of money allocated in FY 2001-02  for this purpose was only $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.

· 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, the City Council closed the following funds 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

We have examined our remaining funds and plan to seek Council’s approval to close the following additional funds prior to June 30, 2010:



Bio-Solids Treatment Upgrade Fund



Water Pressure Improvements Fund



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





Sewer Rehabilitation 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



Runabout Travel Fund



Emergency Communications 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 2010-11 budget includes $24,400 in anticipated revenues and $24,400 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 2010-11 budget includes $8,200 in anticipated revenues ($6,800 – Leaksville and $1,400 Draper) and $8,200 in projected expenses related to this fund.

· In May, 2003 W. K. Dickson & Company, Inc. completed their work on a Comprehensive Water And Wastewater Master Plan.  The final product was the result of a two-year effort to provide a plan that maximizes current infrastructure and guides the expansion of the City’s public utilities to meet the demand beyond the planning year 2020.  As each of you are aware, the plan identified $93,963,210 in needs through 2020 expressed as a present day cost in 2003, or $116,391,668 in needs through 2020 expressed as a cost allowing for anticipated inflation.  Unfortunately, the water and sewer infrastructure throughout the City was ignored for many years prior to 2001 and much needed capital improvements continued to mount with the passing of each year.  The recently completed Special Order by Consent with the NCDENR for sanitary sewer system improvements came at a cost of nearly $10 million dollars.  While some of the needed work to our water and sewer infrastructure has been completed, there remains a significant amount of work still to be completed for many years to come.

· The FY 2010-11 budget as presented does not include any funds for the design, engineering and construction of any water and sewer lines associated with the Mega Park project in Pittsylvania County, Virginia.  As each of you is aware, the capital costs associated with the extension of water and sewer utilities is projected to be in excess of at least $7.9 million. We are continuing to aggressively pursue this project and are working diligently to secure final approval for Eden’s involvement as well as possible funding sources.  Any funds that will be needed for this initiative not funded by third parties will have to come from an installment loan, available fund balance within the Water & Sewer Fund or a combination of both revenue options.  A budget amendment may be needed at some point in FY 2010-11 if final decisions have been reached and it is decided to proceed with this initiative.

· The FY 2010-11 budget includes $26,000 for the initial stages of the NPDES Phase II Stormwater requirements.  This is an unfunded federal mandate that requires municipalities to implement a comprehensive stormwater management program. Mr. Mike Randall, N.C. Division of Water Quality, Stormwater Unit has informed us that the Roanoke River Basin is scheduled for Phase II reviews in the fall of 2010.  If the reviews are completed, the designations notice should be made in the spring of 2011.  The permit application and Stormwater Master Plan would be due in 2012 and implementation would need to be completed sometime in 2013.

It is very likely that Eden (like many other cities across the nation) will be required to develop and institute a plan to reduce stormwater pollution under the Federal NPDES (National Pollutant Discharge Elimination System) Phase II Stormwater Requirements.  Under the NPDES Permit requirements, we will be responsible for the quality of the stormwater that drains from property and flows into the storm sewer system and discharges into state waters. To address these requirements, the City will be required to work with a consulting engineer to develop a comprehensive stormwater management program that addresses the following six main elements:

· *
Public Education 

· *
Public Participation 

· *
Illicit Discharge Detection and Elimination 
· *
Construction Site Runoff Control 

· *
Post Construction Stormwater Management 

· *
Good housekeeping in Municipal operations 

 Stormwater runoff carries dirt, grime, fertilizers, oil, gas and everything else we leave on the ground into our streams and water bodies. This stormwater runoff can result in: 

· *
Rivers, lakes and streams that may be too dirty to fish in, swim in, or to drink from
· *
Increased levels of fecal bacteria in the water 
· *
Excess nutrients in the water causing algae blooms, fish kills, and increased water treatment costs
The reality is that everyone contributes to stormwater pollution problems and everyone needs to be part of the solution. Each parcel of property experiences stormwater run-on and runoff regardless if a drainage concern exists on that specific piece of property or not. Even if a piece of property has never flooded, the stormwater that flows off that property must be managed so that it does not contribute to flooding or pollution in areas downstream. Whether a person lives in a condominium, a suburban home, or in an urban setting, stormwater is an issue.  As such, communities faced with funding this unfunded mandate are implementing a monthly fee paid by everyone to fund the stormwater management program.  When, and if, Eden is officially designated we will be recommending the implementation of a monthly fee to cover the costs associated with this program.

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 nine 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 elimination of three full-time positions, previously approved increases in solid waste fees and water/sewer fees, and no pay increases for existing employees.

We have made some significant strides over the course of the last nine (9) 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, 2009 the City of Eden realized the following changes:

· The fund balance in the General Fund decreased from $7,022,830 to $6,647,026 a decrease of $375,804 or 5.35%.  According to the audited financial statements for the City of Eden, the total fund balance within the General Fund on June 30, 2000, just prior my arrival as City Manager in February, 2001 was equal to $4,157,472.  By June 30, 2004, our fund balance had grown by $2,796,533, despite the events and financial impact of September 11, 2001, and was equal to $6,954,005.  As noted previously, the most recent audited financial statements indicate that the total fund balance within the General Fund on June 30, 2009 was equal to $6,647,026, a reduction of just $306,979 over the course of the past five years, but still an increase of $2,489,554 since my arrival as City Manager.  

·  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 $3,167,649 according to the audited statements for the period ending June 30, 2009.  The amount undesignated at June 30, 2009 ($4,279,316) is actually $1,111,667 over that threshold.  According to Ms. Judy Rouse, CPA, Rouse, Rouse, Penn and Rouse the statewide average for the average fund balance being maintained by comparable sized communities for the period ending June 30, 2009 was 36.2% of General Fund expenditures ($12,670,597) or $4,586,756.  The undesignated fund balance of $4,279,316 on hand June 30, 2009 equals 33.8% of General Fund expenditures ($12,670,597) for FY 2008-09.  The undesignated fund balance in the General Fund as of June 30, 2000 was $ 2,541,779.  The June 30, 2009 figure of $4,279,316 represents a total increase of $1,737,537 or 68.36% in the past nine years.  

· The fund balance within the Water & Sewer Fund for the period ending June 30, 2009 was $9,236,011. This is significantly higher than the June 30, 2008 total of $7,659,335 due to the receipt of loan proceeds at the end of FY 2008-09 that had been earmarked for various capital improvement projects.  The fund balance in the Water & Sewer Fund as of June 30, 2000 was $4,345,594.  The June 30, 2009 figure of $9,236,011 represents a total increase of $4,890,417 or 112.54% in the past nine years.  Again, one of the main reasons for this current difference is the receipt of loan proceeds that were still on hand at the end of FY 2008-09 for various capital improvement projects.

· The total liabilities decreased by $1,896,439 from $20,919,769 to $19,023,330 during FY 2008-09.  The key factor in this decrease was the reduction in long-term liabilities. The total liabilities on June 30, 2000 were equal to $10,992,154.  The reason for the $8,031,176 or 73.06% increase during the course of the past nine years is the 2007 and 2008 loans for a multitude of various infrastructure improvement projects.  The recent Special Order by Consent with NCDENR for required sanitary sewer system improvements came at a cost of nearly $10 million dollars. 

· The assets of the City exceeded its liabilities at the close of FY 2008-09 by $66,424,048 (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 principal debt for the City at June 30, 2009 was $15,784,174 compared to $17,885,741 on June 30, 2008.  This is made up from two numbers, the Governmental Activities debt which is $2,414,099 and the Water & Sewer debt which is $13,370,075.  The legal debt margin for the City as of June 30, 2009 equaled $67,307,637.  The City’s long term debt on June 30, 2000 was equal to $11,245,827.  
Over the past nine 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 2010-11 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 confident 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.

We have an excellent group of employees who can be characterized as professional, dedicated and hard working.  They have been called upon in recent years to make sacrifices, to do more with less and to wear multiple hats.  We are a team and it is truly my pleasure to be associated with such a fine group of individuals.  

While much has been accomplished during the course of the past nine plus years there is much that remains to be done!

Acknowledgements

I would like to take this opportunity to express my sincere appreciation and heartfelt thanks to Ms. Tammie McMichael, Director of Finance and Personnel and Ms. Amy Winn, CPA, Accounting Coordinator for their contributions, dedicated efforts and many hours of study and hard work related to the preparation of the budget.  They have helped tremendously throughout this entire process and I am very appreciative of their efforts.  Additionally, it is appropriate to express credit and appreciation to Ms. Sheralene Thompson, CMC, City Clerk and each department/division head for their constructive efforts which also contributed greatly to the preparation of this document.  Finally, I would like to thank the Mayor and each member of Council for your patience, words of encouragement and guidance throughout the entire budget process. 

Floor opened for discussion:
Mayor Grogan stated that he wanted to congratulate the City Manager and all the city employees who have truly made sacrifices for the past couple of years.  He added that it was not like the Council was not aware of it but he thought they were also aware that with the economy as it was, the city just did not have the money.  
Council Member Ellis stated that he had one question about the proposed meter readings.  He had said over a 5 year period that ten payments would be made and they will be about $41,000 each six months or how would that be.

Mr. Corcoran replied that it was $208,000 and asked them to recall that Mr. Bersch, who was with Carolina Meter, had a projected cost from 2008 data.  Mr. Bersch had a fire at his house and that was why the data was not updated but basically he had projected the total cost to be right about $1.85 million give or take $100,000.  He had also projected in the information that he had submitted that if they did a one year change-out the payback on that would be approximately 5.2 years.  He added that he understood that the Council wanted to hear from Mr. Bersch at some time in the future to get a better understanding as to how he came up with those payback figures.  He noted that the prices were guaranteed through the end of December so there was no need to rush into the project.  He also noted that they were currently working with WK Dickson to try to secure some third party financing which again since the price was guaranteed means they have a little bit of time to work with it, but the $208,000 or whatever it was in the budget, that would be the payment times ten so that was the first of 10 payments and that was about four hundred and some odd thousand plus a year.  

He also pointed out that in the budget message; once the Council adopts the budget did not mean they have given the green light to do this project.  That was clearly set forth in the budget message and the budget document.  What they have done, he explained, was to have allocated that first payment that would likely be due in June of 2011 if they subsequently decide to proceed with the project.  
He also asked them to note that if they look in the Billing and Collections budget, he did not include any money for the replacement of meters, meter risers and things of that nature.  What was noted in the budget message was that they typically do replace some of the meters and if the Council decided not to proceed with this project they would just take some of the money that had been allocated for this debt service and purchase the meters at that time.

Council Member Burnette asked if it was correct that there was the possibility of more than one vendor out there for this.

Mr. Corcoran replied that was correct and he had recently had a meeting with a company that does performance contracting and there was actually some larger communities that were into that.  He had met with a firm about getting an audit done on city services and going from there.  One of the things that they told him was that they do things like automated meter reading systems as well and that of course they guarantee that your payback and savings would be realized in a certain time period.  So there was no rush to get this done right now but the money was in the budget in the event they decide to proceed.  

Council Member Tuggle entered the meeting at this time.  

Council Member Tuggle commented that he noticed the Contingency on the General Fund and the Water & Sewer was $250,000, which obviously was more than that, he understood, because he (City Manager) had to cut back on a lot of different areas.  He asked if he could explain the reasoning behind that and was it enough.
Mr. Corcoran explained that one of the main goals was to try to prepare a budget for them that did not rely upon the use of any fund balance.  He added that he believed that this was probably the first one that he could remember.  In order to do that, if you look closely at each department you will see that significant cuts had to be made.  He noted that they were also blessed with the fact that gas prices have been somewhat down versus what they were a couple a years ago.  They have also had excellent claims in the last couple of years in terms of liability and worker’s comp claims but you never know what would happen.  Also on the revenue side, last year the Governor produced a budget which basically said that municipalities would not lose any of their State aid.  The Council adopted a budget which included $72,000 for beer and wine tax and then a couple of months later the State took that money.  So, you never know what may happen.

He also pointed out that they were budgeting through the month of June 2011 and that was quite a period into the future.  He stated that he had told the staff that one of the reasons he cut things very tight was that he had rather give them $2,000 for office supplies and see them try to make it on $2,000 and if it was necessary they went to $2,500 then he could take $500 out of Contingency and give it to them, but if he gave them $3,000 and asked them to get by on $2,000 somehow it just may not be the same.  So as they look at line item by line item, he kept updating it.  
He noted that in their budget sheets they have the numbers through December.  When he did his first walk through he had it through February and as he did the final he had it through March.  He also looked at the actual history for the last three years and in some instances even longer than that.  But, who knows whether it is enough.  He asked them to recall that a few years ago they had the catastrophic flooding at Matrimony Creek and instantly that cost $500,000 to clean up.  So if that were to happen again during the course of the next year obviously $250,000 was not nearly enough.  
Council Member Tuggle stated that he had been on Council almost six years and every time they turn around they get unfunded mandates or either the State cuts back and with the economy as bad as it was now, that was the reason he asked the question.  He stated that they will spend $26,000 right off the bat for the Storm Water Phase II and how much was that going to cost and then when you look too, it was the city’s responsibility to try to bring jobs to the city and when you start talking about the Mega Park, he thought that was around $7.9 that they might possibly have to come up with and it just keeps on coming and it was nearly impossible.  He added that the budget was as conservative as possible and if you are looking to bring jobs to town they were criticized for not doing that but yet where do you come up with that (amount).
Mr. Corcoran replied that was why he kept a regular supply of Advil in his office.

Council Member Tuggle continued by stating that it just amazed him to go through there line by line and it was just one unfunded mandate after another and this Storm Water Phase II was going to cost some big bucks.

Mr. Corcoran explained that they have honestly been blessed with the Phase II Storm Water.  When he was hired in 2001 they were talking about coming into compliance at that time.  Ms. Tammy Amos (Engineering), who is the city’s point person on this, stays on top of it and year after year and again because of the cuts at the State and Federal level, they have less staff and are doing less things, the city has been fortunate to have it pushed off as long as it has.  He added that he would tell them that what most places do that have to come into compliance, most of them have added something like $1.00 a month to their utility bill and they clearly label it a storm water fee because everybody whether you live in a house at a farm or in a condominium, you contribute to the storm water runoff problem.  

Council Member Tuggle pointed out that the citizens did not care; they blame the city for putting it on them.
Mr. Corcoran replied that in answer to his question, they did not know for sure what the final price tag will be (for Phase II) but it was safe to say it will be in the hundreds of thousands.  As far as the Mega Park, that was why they were working as diligently as they could from the Federal earmarks that have been requested through their congressmen and state senators, to working with the USDA, to meeting with other state leaders to try and see what money was out there that they could possibly tap into.

Council Member Hagood asked if he expected or if he had made the assumption that the Swift payment will come in.
Mr. Corcoran replied that he was glad he asked that.  The Swift payment was going to come in on June 15.  He explained that when the auditor, Ms. Rouse, stands up here in front of them in January, he would project that she would be telling them that 2009–2010 was a terrific year.  He explained that she would tell them that because, of course they did not anticipate getting Swift Trucking, but that will be an $800,000 payment that will come in June and included in the current 2009-2010 budget and secondly the staff has been working hard since the first part of the year to reduce spending and they would see the affects of their efforts.

He continued that on the Water & Sewer side, there were several different things.  First of all the budget only shows receiving $1.2 million from Hanes Brands, but as they learned in talking with Ms. Rouse, it does not matter when that payment comes in, because she will go back and post it to the previous year, so even though the budget shows the city using $1.2 million of its Fund Balance this year, that was very unlikely to happen because they should receive $2.5 million give or take, sometime no later than the first week of October.  The other thing was, which you never know until the audit is done, the city’s contract rates on contract customers went up a greater percentage than they typically do so they were going to see additional revenues probably coming in as a result of those contract customers.  So, they have been told and in fact they have talked with the tax department last week and part of the deal was that they have to make that payment by June 15.

Council Member Hagood commented that along with that, last year the Water and Sewer, after they were required to recognize that payment by Hanes Brand in the last fiscal year, the Water and Sewer made close to $3 million.  He asked what the City Manager’s feel was for this fiscal year with the latest…

Mr. Corcoran replied that right off the top the budget showed using $1.2 million in Fund Balance.  They know they were probably going to receive about $1.3 million more than what the budget shows from Hanes Brand.  So the way he looked at it, those two cross off.  The Hanes Brand payment that they get should be more than enough to keep them from having to use any Fund Balance.  Secondly, which was going to improve the situation even more, was the fact that the rate increase, that went up like a nickel on contract customers.  That may not sound a lot when you factor that one of those companies was using a billion gallons of water, a nickel increase per thousand adds up to more…typically if you look at the history, those contract customer rates will go up maybe a penny or two a year but not a nickel. 

He continued that the other unknown was the Capital Outlay and what they will still need for funding.  His projection was that you will end the year with their General Fund in the black, their Water & Sewer Fund in the black and their Self Insurance Fund in the black.

Council Member Tuggle stated that he had a question about Annexation in Lieu of payments.  As he was reading this, it always bothered him that if the State were to put a prohibition on annexation then the city would lose those payments and when would that take place if that were to happen.

Mr. Corcoran explained that a couple of things, first of all they had existing agreements that he thought went through to about 2013.  He explained that one of the first things he did when he came to Eden was to renegotiate those and they brought those to conclusion around 2002-2003, so anything that the State Legislature does would not impact that.  They already have those agreements in place and they would have to make those payments.  What concerns him the most was, to be quite frank, if the State Statute changes to where you cannot or whether annexation was difficult, then the leverage that you have, where you can go and easily annex today would be gone and the people who own these companies may say, “you know that the hoops they have to jump through now is so severe, I think we should just roll the dice and take our chances because I don’t think they can jump through all these hoops”.  That was why they have to be concerned that whatever statutory changes come about, that they are such that the city would still be able to annex.  He thought most importance going forward was Duke Energy because of the project that they were getting ready to do and even though a significant portion of that project will not be subject to taxation there was still a big chunk of that project that will.  And as you can see you are talking about $586,000 he believed, so that was a large sum of money in the General Fund. He added that he thought they were fine for now through 2013.  He stated that he and the City Attorney had discussed the need at the appropriate point in time to start opening discussions with their three contract customers about renewing those agreements but they do need to keep an eye on annexation laws.
The City Attorney, Ms. Erin Gilley, commented that there was also an argument about the new legislation where they would actually apply to those small, they call them “donut holes”, which are the places the properties that are in your city that are not actually a part of your city and the actual new annexation statute that they are considering may not even apply to those small donut holes and that may not even be an issue.

Mr. Corcoran added that the other sobering thing was that if you want to just do it to see what it looks like, if you take the projected revenues for water and sewer for next year and then you subtract the number, $2.5 million, and then you would see at this point in time what revenue you would have.  Then go to the Water and Sewer expenses and do not even count the Water Construction or the Sewer Construction Divisions, i.e. your Capital Outlay and look where you are at.

Council Member Tuggle stated that in looking at the Water and Sewer Extension Policy, why do they have to do it and also when somebody spends a bunch of money to do a lot of construction, for example Wal-Mart, was it going to make any difference to them, but yet when you combine all of these it amounts to $100,000.  He questioned if that would be bad policy to do that.
Mr. Corcoran replied that he guessed the answer was and he apologized in advance, but the reason you have to do it was that it was your policy.  He explained that he thought they did that because they wanted to encourage development and probably at that point in time, and these policies do exist other places as well, the Council probably thought they wanted to encourage residential, commercial and industrial development and so as a incentive for them to do this, they did it like a sliding scale and if you do the industrial project then they would be reimbursed by “x” percentage and if it was commercial it was a little bit less and residential a little less than that but he thought it was the same reason why you do performance agreements on industries, it was to entice them to invest that money and do it.

Council Member Tuggle asked if he thought it would make any difference to these people, if you took that out, would that stop them from taking on that huge multi-million dollar project.   He asked if that would save the city $100,000, which was over a penny on the tax rate.

Mr. Corcoran replied that the question was, you just never know for sure.  He pointed out that if you factor in, one project may not be a lot for them but if they were paying 100% of the cost with no reimbursement on all of those contracts they may end up deciding to do three of the projects and not the fourth.  But they could contact the company and ask them if these agreements had not been in place would they have proceeded.  He added that his guess was on something as big as Wal-Mart; they probably would proceed but on something like a subdivision project maybe not.

He also noted that one of the things he did do this year in the budget that they may have noticed if they looked at the individual pages was that for every single debt service payment they had or performance agreement or water/sewer extension policy, he gave them the information of what number payment it was out of the total so that they would be able to see that a lot of those were like payment number 3 of 5, payment 4 of 5 or payment 5 of 5.
Council Member Hagood stated that he had also explained to him when he had that question, that as a result of that evaluation, they make sure they make that computation.

Mr. Corcoran agreed and Ms. Stultz and her office handle everything in the Water and Sewer Extensions.  They verify that the investment was made and everything has been done.  On the Performance Agreement, that was handled by the Economic Development Partnership and their staff goes through it.  They verify that the investment promises and the job creation promises have been met and if not then that payment is prorated accordingly.
Council Member Tuggle commented that this goes back to the studies and what it could cost.  He was reading about the trihalomethanes and the haloacetic acids and they were talking about $30,000 just to start off.  He questioned what it could end up costing and of course this would be another unfunded mandate too.
Mr. Corcoran explained that he thought that if they looked at the information that Mr. Shelton presented at the Budget Retreat, he showed them $40,000 this year for the study and $50,000 next year for the study.  He added that knowing Mr. Shelton, he probably has covered himself and so he guessed that while they did not know what the study will reveal it appears that their best estimate at this time was maybe up to $50,000.  Again, when you look in the scheme of things in the Water and Sewer Projects, this was one of the tiny ones.
Council Member Tuggle stated that it just bothered him that every time you turn around these things continually come in, year after year and like he said, with the Storm Water (project) you end up with hundreds of thousands of dollars and the city ends up having to foot the bill on this stuff.

Mayor Grogan mentioned incentives and stated that they have been used in this County for 15 or 20 years but the County and the municipalities really have the reputation of, you “shake hands” and people can depend on it and they have met all of their obligations and Rexam at the time, had not met their employment agreement and they did not have anything in the contract but it was negotiated out and the County got about $100,000 and the City got about $80,000 because they had not met the agreement based on the original contract.  
Council Member Ellis commented that it really speaks strongly that employees were not looking for other jobs so the Department Heads were doing something right.

Council Member Burnette also pointed out the fact that they were not having to (1) go into the Fund Balance and (2) not having to cut services and (3) they did not have to lay off employees shows that it was a lean ship to begin with and he commended the City Manager on that.

Mr. Corcoran added that the key was the people behind him and it was the work that was started years ago.  If they had not already been cutting back a little bit at a time the city would be in trouble.  That was why they were able to submit the budget that they did.

Council Member Tuggle also noted that he knew that even four or five years ago when they started the budget that the City Manager would say watch out this was going to happen and they better prepare for it.  He stated that he did a grand job and he gave him all the credit for these types of things.

CLOSED SESSION:
A motion was made by Council Member Burnette seconded by Council Member Tuggle to go into Closed Session according to NCGS 143-318.11(a)(5) to establish or instruct the staff or agent concerning the negotiation of the price and terms of a contract concerning the acquisition of real property and also NCGS 143-318.11(a)(4) to discuss matters relating to the location or expansion of business in the area served by this body.  All Council Members voted in favor of this motion.  This motion carried.



OPEN SESSION:
A motion was made by Council Member Epps seconded by Council Member Burnette to return to Open Session.  All Council Members voted in favor of this motion.  This motion carried.


MOTION:
A motion was made by Council Member Carter seconded by Council Member Hagood to accept the recommendation as presented by the staff to accept the offer to purchase lots 106 and 105 in Indian Hills for $44,000.  All Council Members voted in favor of this motion.  This motion carried
ADJOURNMENT:

A motion was made by Council Member Ellis 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:

__________________________
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