MINUTES OF THE BUDGET WORK SESSION
OF THE REIDSVILLE CITY COUNCIL
HELD MONDAY, MAY 12, 2003 AT 3:00 P.M.
FIRST-FLOOR CONFERENCE ROOM, CITY HALL
CITY COUNCIL MEMBERS PRESENT:
Mayor John M. "Jay" Donecker Mayor Pro-Tem John Gentry


Councilman James K. Festerman

Councilman John Henderson Councilman George O. Rucker

Councilman W. Clark Turner

Councilwoman Joan Zdanski
                                                                         

COUNCIL MEMBERS ABSENT:                        None 

CITY STAFF PRESENT:                                    
D. Kelly Almond, City Manager
                                                                                    Angela G. Stadler, City Clerk
Terri J. Stamey, Assistant City Manager

BUDGET WORK SESSION.

Mayor Donecker opened the budget work session shortly after 3 p.m. and turned the discussion over to City Manager Kelly Almond.

DISCUSSION OF WATER FUND REVENUES.

City Manager Almond noted that the City's water revenues had been going down in recent years, showing a "pretty steady decline" in the last 2-3 years. Companies such as Unifi have not been using as much water, it was noted. He said that the City experienced great usage in the spring and during the drought conditions, but following the drought, water usage fell off.

Discussion turned to the sale of water to the City of Greensboro. The City Manager said staff was projecting that next year Greensboro would purchase a little over the minimum they are required to purchase. City officials also expect to bring expenses "in a little more," City Manager Almond said. This year staff had budgeted more than the minimum required, adding that 800,000 gallons had to be pumped a day just to flush the lines. Greensboro is still buying between 2-2.5 million gallons daily from Reidsville now, including big amounts during the drought, he noted.

Noting that a water rate increase is not feasible at the time, the key will be to keep expenses down, the City Manager said.

DISCUSSION OF SEWER FUND REVENUES.

City Manager Almond noted that it was about the same story in the Sewer Fund although he was more concerned about revenues in the Sewer Fund than in the Water Fund. He noted that last year the City had raised sewer fund rates approximately 5%. "It's going to be as tight as I've ever seen it," he said of next year's Sewer Fund. He added that he wanted to reserve the right to come back to Council in mid-year and look at the Sewer Fund again if needed. City Manager Almond noted that debt service has been "our savior," but everything else continues to rise. 

He explained how the original half-cent sales taxes, although they belong in the Water and Sewer Funds, can be transferred to the General Fund if needed. The City attempts each year to reduce the amount that is sent to Water and Sewer, he noted. If the City cuts back that transfer by approximately $55,000 and usage stays about the same, the City should be "all right," City Manager Almond said.

DISCUSSION OF ALL OTHER FUNDS.

All other funds are balanced, the City Manager told Council.

Downtown Corporation.

It has also been recommended that the City increase its contribution to the Downtown Corporation from $5,000 to $8,000. He noted that the monies had not been raised since the survey was done around 1989-90. He added that it would be in line to increase the City's contribution as a property owner in the business tax district.

911 Fund.

City Manager Almond noted that in the 911 Fund, the City always gets more money than it can spend because of the limited ways the monies can be used. He outlined briefly some of the things that can and cannot be paid with 911 funds.

Mayor Donecker said it was his understanding that the funds could be used for data entry of GPS information. He suggested staff talk with County Manager Tom Robinson, who got a similar ruling for the County. The Mayor stated that the 911 funds have been "loosened up somewhat" following this ruling made about a year ago. City Manager Almond said he would look into it, adding that tens of thousands of dollars are building up across the State in these 911 funds.

(During this discussion, Councilman Turner entered. City Manager Almond brought him up-to-date on what had been discussed so far.)

Downtown Corporation Issue Revisited.

As the City Manager recapped the discussion, Councilwoman Zdanski, referring back to the Downtown Corporation, noted that since the survey had been done, the Police Department had been upgraded. If the City was a private property, it would have had to upgrade its funding, she pointed out.

DISCUSSION OF GENERAL FUND.

Tax Base Calculations.

City Manager Almond distributed a handout titled "Computations for Tax Levy, FY 2003-2004." (A COPY OF THE THREE-PAGE HANDOUT IS HEREIN INCORPORATED AND MADE A PART OF THESE MINUTES.) He noted that the General Fund had been "trimmed and trimmed and trimmed." However, the General Fund budget was .6% higher than last year because of one piece of equipment, he said.

One of the decisions facing Council is whether to stay at the current tax rate or go to a revenue neutral tax rate, he said.

Referring to the handout, the City Manager stated that this year the City budgeted $5,387,990 based on total property values of $816,857,241 with a 68-cent tax rate and a 97% collection rate. For the coming fiscal year, the City is projecting $842,451,983 in total property value. 

City Manager Almond noted that there is a law being proposed that would value vehicles at the Blue Book value. This would reduce the value of vehicles by 30% or approximately $34 million. He noted that he had taken that amount out but had put it back in because no one he has talked to thinks the law will pass.

If the Council decides to go with a revenue neutral tax rate of 66 cents, it will negate out any growth the City has seen in the past year, he stated.

He noted that during the past 18 months before January 1, 2003, building permits were issued for new taxable value in the amount of over $24,000,000. Therefore, $20,000,000 was deducted from the total value for 2003-04 to determine a "revenue neutral" tax rate on pre-existing property. He stated that some of this was due to growth, not re-evaluation. Therefore, it was felt that an $822 million tax base was fairer in comparisons. He pointed out that 67.5% - a half cent lower than the present property tax rate - is actually "revenue neutral."

The Mayor asked what to say to someone who sees his property tax going up 10 cents/percent? City Manager Almond said to show them these computation sheets. He noted that for every $1,000 in property tax, the City is losing $2,000 in business property tax. The City Manager stated that the tax burden is being shifted from commercial/industrial to personal property. He said the Council could go to a .66-cent revenue neutral tax rate but it negates the improvements made, such as Lowes Home Improvement, etc.

Councilman Festerman asked what the County was talking about doing? City Manager Almond said what he has heard is that the County will keep the tax rate the same (not revenue neutral).

Councilman Festerman and Mayor Donecker both said they were opposed to leaving the tax rate at its current 68 cents per $100 valuation. The Mayor said a half-cent reduction "isn't going to cut it." Councilman Turner questioned whether reducing the tax rate one cent per $100 was going to make anyone happy.

Councilman Festerman said the Council hasn't looked at expenditures yet. "Maybe, we can cut something out," he said. 

Council members discussed residential growth and the building of single-family homes. Councilman Festerman noted that residential growth can't supply the quality of life that most citizens want.

1/2 Cents Sales Tax/Hold Harmless.

City Manager Almond said he budgeted in the half-cent sales tax, approximately $370,000, and $230,000 in held harmless monies.

The House and Senate versions have the appropriation set at five or 10 years. Everyone is telling the municipalities to budget them in, but we won't know for sure until the State adopts its budget, the City Manager said.

The City Manager talked of "hidden cuts." The State "robbed" some money from the Highway Trust Fund, some of which were Powell Bill funds, he said. Powell Bill funds, which are based on mileage/per capita, are estimated to be reduced by $55,000 for Reidsville, City Manager Almond added.

Fund Balance Appropriation.

City Manager Almond noted that the proposed budget does not include a fund balance appropriation. Currently the City's General Fund Undesignated Fund Balance is at $2.2 million. Municipalities are required to keep approximately 8% of its ________ in reserve, which would be about the same amount as outstanding purchase orders. For the City, 8% would be approximately $850,000.

The history of the City's Undesignated Fund Balance was discussed briefly. It was noted that $4.5-4.8 was about the highest the fund balance has ever been. The City Manager pointed out that the City had paid cash for the Police Department renovation and until last year, the City had been paying cash rather than doing lease purchase. The Fund Balance can be used for things like improvements to the Industrial Park, the City Manager noted, describing these as "one time" things.

Councilwoman Zdanski referred to other Fund Balance expenditures such as the Community Pool and the IB Program at Reidsville High School. Of course, she noted that these were decisions that were "thoughtfully and gradually done." City Manager Almond reiterated that General Fund reserves are for "one time" expenditures.

Councilman Festerman pointed out that if the City successfully recruits an industry, it may be 8-10 years before the City gets any tax base. The Mayor noted that the City can recruit for the jobs.

EXPENDITURES.

SCORE Officer Position.

City Manager Almond stated that staff is only proposing one new position - a School Resource Officer for the SCORE Center, which is expected to be housed in Reidsville Intermediate School next year. It was noted that the school system pays 83% of the officer's salary while the City pays two months' salary, for a uniform and vehicle. The startup cost is approximately $32,000 and then it drops off to about $8,000-10,000 per year, he said.

Discussion centered on a vehicle for the officer. Councilman Festerman suggested a used car be made available, not a new car. City Manager Almond said the only car being taken off line this year is a vehicle in the Detectives Division.

Council members talked about the SCORE Center. Councilman Turner asked why the City should have to pay the extra cost if the students are coming from all over the County? …..
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