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To: Mayor and City Councilmembers
/f
From: Scott A. Stevens, City Manager
Subject: Draft FY 2010-2011 Budget )

At the City Council retreat held on March 8, 2010, City Council provided some guidance on
what they would like to see included in the FY  2010-11 budget. City Council priorities were
street resurfacing, employee salary increases, replacement of water, sewer and electric
infrastructure, employee benefits, community appearance, patrol vehicle replacement, succession
planning, building repair, maintenance and appearance and non-patrol vehicle replacement.

The attached draft budget does include $150,000 for street resurfacing, but has no proposed
salary increase for employees for a second year and requires a reduction of 12 positions. Late
last week we received preliminary notification that our health insurance premiums are expected
to increase 21.9 percent. We hope to have final numbers from Municipal Insurance Trust (MIT)
this week. In anticipation of this increase, we requested and have received a quote from
BlueCross BlueShield that reflects a 19 percent increase and a slight reduction in our High
Deductible Plan benefit.

Revenue, expenditure, justification and transfer sheets for all of our organizations are included in
the draft budget. Highlights of changes of $20,000 or greater in FY 2010-11 in salary and
operating expenses are shown in Enclosure I. Existing and future debt service for each fund are
shown in Enclosure II. '

I would recommend that the City Council consider adopting the building permit fees that Lenoir
County currently has in place and eliminating the inside cemetery lot and grave opening fees.
Other than these two recommendations and the increases adopted in response to the Raftelis
Report in April 2010, no other fee changes are proposed.

The City continues to defer capital outlay needs. For FY 2010-11, $2,625,900 has been
requested in capital outlay with $1,353,400 being recommended. A capital outlay summary is
included in the draft budget. While the difference in requested versus recommended in any year
may not be significant, this trend has continued for several years. In our FY 2009-10 budget
request, departments requested $4,194,100, with $2,166,000 approved in our budget.

COUNCILMEMBERS: JOSEPH M. TYSON - ALICE S. TINGLE - ROBERT A. SWINSON, [V. - WILLIAM W. BARKER - ROBERT MERRITT



Enterprise Funds

We budgeted for a §5.00 per ton increase in landfill tipping fees, but no other significant changes
in operating costs are anticipated in FY 2010-11. While not included in the draft FY 2010-11
budget, the municipal electric rate should increase in future years to more adequately reflect the
cost of electricity for all departments.

General Fund

The General Fund 1s increasingly difficult to balance each vear. This year was harder than most
and the draft budget presented requires some additional cuts to close the existing $221,600
difference between expenses and revenues and the increase in health insurance premiums of

$201,100.

General Fund Revenues are estimated to remain flat and some decreases in expenses arc reflected
in debt service and fuel. Our second largest revenue source, sales tax, is estimated to decrease by
$82,000. Costs to maintain the same service level have increased. For example, there is a 31.4
to 31.9 percent increase or $135,000 in the local government retirement system contribution for
all permmanent employees, a 21.9 percent increase or $201,100 in health insurance premiums, and
the addition of our second of three $250,000 payments for our traffic signal system.

To offset some of these increases, I am recommending that we eliminate funding for 12 full-time
positions and 1 temporary full-time position within the General Fund. The majority of these
positions are currently vacant, but full-time employees will be offered employment elsewhere
within the organization if their position is eliminated. The positions are in the following areas:

2 - Recreation - Parks & Programs at $35,000 each

2 - Public Services - Streets & Cemeteries at $35,000 each
6 - Public Safety - Law Enforcement at $45,000 each

1 - Human Resources - Administration at $35,000

1 - Public Safety - Code Enforcement at $60,000

1 - Public Safety - Administration at $35,000

The draft budget mcludes the addition of one position in Engineering, one position in Planning
and upgrading one position in Finance. In Engineering, an additional Civil Engineer is included
to handle an increasing work load related to projects and stormwater management issues. The
position in Planning is for a planner who would focus on community development issues and
match grant programs with redevelopment needs within the community. Tn Finance, upgrading
an accounting technician position, after retirement of the employee, to an accounting manager
will further assist the Finance Director with fracking and monitoring the City’s financial status.

I have included the Organizational Support requests in your notebooks and suggest we consider
allowing each agency to address the City Council for five minutes or less at a future budget work
SeSS101.



General Fund Information

For each 1 percent increase in salaries, you would need an additional $120,000 in annual funding.
For each 1 cent on the tax rate, we would expect to receive an additional $131,900 in revenue.

Please call if you have questions or need additional mformation.

NOTE: It is important to remember the budgets for the General and Enterprise Funds are
interrelated and dependent on each other. Many organizations in the General Fund, such as City
Clerk, City Council, City Manager, MIS, Finance, Human Resources, and Engineering are
funded in part by the Enterprise Funds. If a reduction is made in these organizations it will mean
that revenues also will decline for the General Fund and the reduction will not translate to a
dollar for dollar reduction in the General Fund.



GENERAL FUND

Organization Changes of $20,000 or Greater in FY 2010-11 Draft Budget
City Clerk No Significant Changes
City Council ($20,000) - No election expense
City Manager ($20,000) - Temp/Part-time salary - Aftorney
$120,000 - Professional Services - Legal
MIS No Significant Changes

Finance - Collection

No Significant Changes

Finance - Purchasing

No Significant Changes

Finance - Accounting

$22,000 - Salary - Upgrade of 1 position

Human Resources

$25,000 - Salary-Regular — Loss of 1 position
$40,000 - Medical Reimbursement

Public Services - Streets

($66,000) - Salaries-Regular — Loss of 2 positions
$25,000 - Street Construction

$25,000 - Street Resurfacing

$24,000 - Installment Contracts

Public Services - Buildings & Grounds
Cemeteries

No Significant Changes

Public Services - Engineering

$35,000 - Salaries-Regular - Additional position has a
$7,000 impact on GF

Planning

$44,000 - Salaries-Regular - Additional position

Public Safety - Administration

($13,000) Salaries-Regular- Loss of 1 Position

Public Safety - Law Enforcement

($124,000) Salaries-Regular - Loss of 6 Positions
Funded at 95%

Public Safety - Fire

$29,000 Loan Principal
$148,950 Loan Interest Expense

Public Safety - Inspections/Code Enforce

($42,000) Salaries - Loss of 1 permanent Position
Building demo $38,000

Recreation-Admin

No Significant Changes

Recreation - Programs

(836,000) Salaries-Regular - Loss of 1 position

Recreation - Parks

($31,000) Salaries-Regular - Loss of 1 position
($92,000) Installment Contracts

Recreation - County

Reviewed and approved by County Commissioners

Recreation - Stadium

No Significant Changes

Recreation - Sponsored Activities

No Significant Changes

Recreation - Visitors Center

No Significant Changes

ENCLOSURE1




WATER FUND

Organization

Changes of $20,000 or Greater in FY 2010-11 Draft Budget

Public Services - Water Production

No Significant Changes

Public Services - Water Operations

($60,000) Professional Services - Engineering
($21,000) Fleet Fuel

WASTEWATER FUND

Organization

Changes of $20,000 or Greater in FY 2010-11 Draft Budget

Public Services - Wastewater

$50,000 Professional Services - Engineering
Black & Veatch Litigation

($28,000} Electric Expense

$20,000 Service and Maintenance

(835,000) Insurance

ELECTRIC FUND

Organization

Changes of $20,000 or Greater in FY 2010-11 Draft Budget

Public Services - Electric

($31,000) Salary-Regular

(860,000) Professional Services - Other
($36,000) Distribution Supplies
$23,000 Meter Supplies

{$141,000) Fuel Oil Expense

($27,000) Fleet Maintenance

ENVIRONMENTAL SERVICES FUND

Organization

Changes of $20,000 or Greater in FY 2010-11 Draft Budget

Public Services - Environmental Services
Bulk Leaf

No Significant Changes

Public Services - Environmental Services
Vector Control

($13,400) Salaries-Regular - Loss of ¥ position

Public Services - Environmental Services
Commercial Solid Waste

(825,000) Salaries-Regular - Loss of ¥ position
$33,000 Landfill Fees

Public Services - Environmental Services
Residential Solid Waste

($28,000) Salaries-Regular — 1 position held vacant and
unfunded pending evaluation.

$15,000 - Service added to chip yard debris

(841,000) Fleet Fuel

Public Services - Environmental Services
Recycling

No Significant Changes

ENCLOSURE 1




STORMWATER FUND

Organization

Changes of $20,000 or Greater in FY 2010-11 Draft Budget

Public Services - Stormwater

No Significant Changes

PUBLIC SERVICE FUND

Organization

Changes of $20,000 or Greater in FY 2010-11 Draft Budget

Public Services - Administration

No Significant Changes

Public Services - Business Office

No Significant Changes

Public Services - Meter Reading

($23,000) Meter Supplies

Workmen’s Compensation

RISK MANAGEMENT FUND
Organization Changes of $20,000 or Greater in FY 2010-11 Draft Budget
Human Resources Not included m budget, but need to add to our workmen’s

compensation reserves of $568,000 to increase fund
balance to $800,000.

Human Resources - Risk Management

($20,000}) Claims and Adjustments

FLEET MAINTENANCE FUND

Organization

Changes of $20,000 or Greater in FY 2010-11 Draft Budget

Public Services - Fleet Maintenance

No Significant Changes

FACILITIES & PROPERTY MANAGEMENT FUND

Organization

Changes of $20,000 or Greater in FY 2010-11 Draft Budget

Public Services - Buildings & Grounds
City Hall

$145,000 needed to replace HV AC system, but will operate
for an additional vear.

Public Services - Buildings & Grounds
Miscellaneous

$10,000 for maintenance at GATE moved to this
organization

Public Services - Buildings & Grounds
Public Services Complex

No Significant Changes

ENCLOSUREI
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