WEDNESDAY-5:30 P.M. MAY 14, 2008 BUDGET WORK SESSION

The City Council of the City of Elizabeth City conducted a Budget Work Session
on the above date and time in the City Council Chambers of the Municipal
Administration Building with Mayor S. S. Atkinson presiding. Council members
attending were: J. M. Baker, D. B. Evans, L. A. Hummer, R. E. King, B. S.
Meggs, J. A. Stimatz and V. C. Watts. E. K. Rivers arriving at 6:50 p.m. Staff
members attending were: City Manager R. C. Olson, Deputy City Clerk V. D.
White, Parks and Recreation Director J. D. Overman, Police Chief C. E. Crudup,
Inspection Director S. E. Ward, Human Resource Director K. W. Felton, Finance
Director S. E. Blanchard, Public Utilities Director P. A. Fredette, Electric Director
K. F. Clow, Planning Director J. C. Brooks and Fire Chief W. C. Pritchard.

Mayor Atkinson opened the meeting by welcoming those attending. He called
upon Councilwoman B. S. Meggs for the invocation after which Councilwoman L.
A. Hummer led the Pledge of Allegiance to the Flag of the United States of
America.

1} APPROVAL OF THE AGENDA:
Mayor Atkinson called for action regarding the prepared agenda.

A motion was made by Mayor Pro Tem J. M. Baker, seconded by
Councilwoman V. C. Watts to approve the agenda as presented.
Those voting in favor of the motion were: Baker, Watts, Evans,
Hummer, King, Meggs and Stimatz. Against: None. Motion
carried.

2} OVERVIEW AND POWERPOINT PRESENTATION OF FISCAL YEAR
2008-2009 RECOMMENDED BUDGET FOR THE GENERAL FUND:

Mayor Atkinson called upon City Manager Olson for comments.

Mr. Olson stated that we need to know as soon as possible or by noon tomorrow
rather you are planning to attend the Town Hall Day; and whether or not you are
going up the night before because we do need to make hotel reservations. Also
over the weekend he received the Registration Form for the ElectriCities
Conference and that needs to be given back to staff as soon as possible also.
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During the Monday night Council meeting you did request a number of
documents and we have provided some of those. We have provided the total
amount of City funds received by OIC, ECNC and River City CDC. In addition we
did request for some audits of non-profits and financial statements. We will have
that out to the Council by Friday. Finally right before he came into the meeting
tonight we did get a copy of the proposed annexation bill that has been filed.
The Bill that we have reviewed indicates that it only affects involuntary
annexations. It does not affect voluntary annexation or satellite annexations.
There will be a hearing Monday and City staff is evaluating whether we send one
of our staff people to that hearing.

Mr. Olson said he will be going through a power point presentation and he
encouraged members of Council to ask questions. He said that he would like to
give a brief overview of his budget message. This year’s budget is a balanced
budget. We are required to do that under State Statute. It was a difficult
budget year for us due to the slow down of the economy and the slow down of
the real estate market. This has caused a ripple affect to our budget. The total
budget for 2008-2009 that is proposed is $63,425,723.00. He discussed the
expenditures by fund.

The discussion tonight will focus mainly on the General Fund. He briefly gave an
overview of the entire budget. The slow down of the economy is reflected in our
sales tax revenue projections for our General Fund. We anticipated a 2% growth
and that is what is reflected in our budget instead of the 5%-8% that we have
experienced over the last four years. We have received our preliminary numbers
from the Tax Assessor’s office. They are in line with the numbers we have
predicted in the budget. We are requesting a net increase in our affected tax
rate by 1%. In doing so we estimated we will raise $5,425,000 from property
taxes.

The budget reflects five new positions for the City. Four of those are in the
Police Department and one in the Water Treatment Plant. A salary review was
done and it indicated that 43 positions within the City warranted salary
adjustments ranging from $36 to $3938. We are proposing a 4.1% COLA,
continuation of the $100 per year longevity and the 1% Christmas Bonus which
has been included for a number of years.

To improve our rolling stock, our equipment, our vehicles he has proposed
utilizing installment purchase agreements to acquire four patrol cars, a new fire
truck, three pickup trucks, a sanitation truck and a reel mower.

The City’s share of the River Road Sports Complex will also be funded by

installment purchase agreement. A considerable amount of resources this year
will be used to modernize our public safety departments. That includes the
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police and fire departments. Beside the increased in staff we are requesting that
we purchase four patrol vehicles, increase in number of the mobile data
terminals and in-car cameras in a number of our vehicles. The Mayor’s Task
Force has proposed several other items which are needed but in his opinion they
need to be phased in over a period of years. He met with the Task Force and
expressed his concerns and what he had incorporated in the budget.

He is proposing to replace Engine 11 which is a 1983 vehicle. It will cost
$700,000 to replace. In addition we will be submitting a grant to replace Engine
#21 at a cost of $460,000. When we get into the Fire Department Budget he
will explain why we did what we did concerning the purchase of the engines.

In our Power Bill Fund the Charles Creek Bridge replacement project has slipped
another fiscal year. This project has been in the works for over ten years. The
price started at $800,000 and is now over $2 million because of delays and some
of the historical items that we have had to address with the design. We are also
proposing milling and overlaying 40 blocks of streets.

In the Electric Fund we continue to see our wholesale costs of power increase.
This is not just an ElectriCities issue as a lot of our citizens blame it on.

Dominion Power is proposing an 18% increase in its residential rate. Our budget
reflects only a 5% rate increase.

The City recently established a Stormwater Utility Account. This will be the third
year. Two major projects are proposed Phase II of the Roanoke Avenue
drainage and the Oak Grove drainage project. We continue to have financial
problems in our Water and Sewer Fund caused by the volume of projects that we
must do and the amount of debt which the fund is presently strapped with. Four
major projects, Knobbs Creek lift station, the Hughes Boulevard Water and
Sewer line, the Wellfield improvements will all be completed in Fiscal Year 2008-
2009 at a cost of over $5.5 million.

Staff looks forward to working with the Council on this year’s budget. As he
stated earlier this budget is balanced. Staff welcomes changes however we need
to encourage Council to insure the changes are revenue neutral.

He addressed the State collected revenue for a total of $4,552,469 and other
major revenue sources totaling $8,903,522. He showed a chart that showed the
transfers from the Electric to General Fund in lieu of taxes. He discussed the
property valuation and presented a fund balance sheet for all four funds.

He reviewed the expenditures by fund and types for the General Fund, Electric
and Water and Sewer Fund.
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He discussed the personnel and insurance costs as well as presented a COLA
comparison for peer cities and what is expected for COLA for Municipalities and
Counties for FY-08-09. He reviewed the retiree benefits and discussed the new
positions that he is recommending.

As he stated he is recommending several items to be placed on Installment
Purchase payment. He briefly discussed the dollars available for debt service
with no increase from the proposed 08-09 level. He went through each fund in
the General Fund and presented the highlights from each department.

He advised that $75,000 is budgeted to fund the tax collection agreement with
Pasquotank County. A letter has been sent to the Commissioners requesting a
review of the billing structure.

Throughout the entire presentation members of Council were able to ask

questions and Mr. Olson supplied the answers or advised that he would bring the
answers back at the next meeting.

3} ADIJOURNMENT:

There being no further business to come before the Council at this meeting,
Mayor Atkinson adjourned the meeting at 8:41 p.m.

Dianne S. Pierce-Tamplen, MMC
City Clerk

Stephen S. Atkinson
Mayor
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