TUESDAY —5:30 P.M. MAY 12, 2009 BUDGET WORK SESSION

The City Council of the City of Elizabeth City held 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,
E. K. Rivers, J. A. Stimatz and V. C. Watts. Staff members attending were: City
Manager R. C. Olson, City Clerk D. S. Pierce-Tamplen, City Manager Intern R. A.
Lyons, Finance Director S. E. Blanchard, Public Utilities Director P. A. Fredette,
Parks and Recreation Director J. D. Overman, Human Resource Director K. W.
Felton, Planning Director J. C. Brooks, Fire Chief L. M. Mackey, Police Chief C. E.
Crudup and Electric Director C. F. Clow.

Mayor Atkinson opened the meeting and established a quorum was present. He
called upon Councilman R. E. King for the invocation after which he 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 Councilman D. B. Evans, seconded by
Councilwoman L. A. Hummer to approve the agenda as
presented. Those voting in favor of the motion were: Evans,
Hummer, Baker, King, Meggs, Rivers, Stimatz and Watts.
Against: None. Motion carried.

2} OVERVIEW OF THE PROPOSED BUDGET FOR 2009-2010:
Mayor Atkinson called upon Mr. Olson for comments.

Mr. Olson said this is the third budget work session that has been held. The
purpose of tonight’s work session is to answer a number of questions that were
raised in the first two budget work sessions. Hopefully we will get a motion at
tonight's meeting to go ahead and approve for us to go to a public hearing
sometime within the next few weeks.

As members of the Council are well aware of, we are not sure what is happening
in Raleigh right now. Our budget is predicated on what we know as of this day.
That may all change within the next few weeks depending on what the
Legislation does. Cities in North Carolina are a little bit more fortunate than
counties as counties are creatures of the State. Municipalities are not creatures
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of the State as we do not get a lot of shared revenue from the State of North
Carolina. Not like the County who is basically in bed with the State on a number
of different services they offer. He would like to go in and provide you updates
on a number of different questions from the previous work session.

During our last discussion concerning the water and sewer utility there was a
question raised about the sewer surcharge. Staff has done the research and the
exiting sewer surcharge was implemented July 1, 2000. During the budget
process no time frame for removal of that. It is basically a permanent
surcharge, prior to that we had a surcharge that was adopted in January 1, 1997
that was specifically for improvements at the wastewater treatment plant.

Another question was the cost to equip a police officer and also a fire fighter.
The standard uniform equipment for an officer runs $4539, Standard Vehicle
equipment is $43,000 and Standard Administrative/Investigative Vehicle

Equipment is $32,805 and the equipment needs for the firefighters is $4,098.

Mr. Stimatz stated this was not what he was asking to get. He wanted a
document that states what a patrol car will have. If it doesn’t have it, it doesn't
roll and that is what will be maintained. There is to be a resolution to the affect
that this is the equipment for a patrol car, then similarly for a canine vehicle and
the same thing with the firefighters. He is not that worried about their dress
code. He does not want us to fall into the habit deciding at some level we are
not going to refund this. Therefore, to make sure that we all know what they
are including the department because they will know when they put it in the
budget they are going to get it.

Mr. Olson said he will put a policy together and bring it back to Council for
approval. He would like to compare this list with what we now have on the
street and assign a dollar value to what we may be short. Before you adopt a
policy you need to know what the financial consequences will be. Once you
establish the policy it is very easy for us to go forward and allocate dollars for
replacement of existing equipment.

Mr. Stimatz said he would disagree as we can set the policy and say this is what
we have. You can come back and say this is what we are short. Now Council
has a new decision. How soon does it want to fund it to reach its policy level?
Those are separate issues. They are related but he does not have to make
policy based on the dollars. It is Council’s decision as to where that money is
going to come from. You are going to make recommendations but we make the
final decision.
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Mr. Olson said once you establish policy it is his job to make sure that the policy
is basely adhered too. If it comes to an issue where we have to do a budget
amendment then the Council would make that decision.

Mr. Rivers said before you tie your hands to saying this is what a police car has
to have. Every two years things change. We might decide to start phasing cars
out. If you set a standard and it is required on every car then that car has to
have all the requirements before you can put it on the street. If we don't have
the funds to put that equipment on the cars then they will be setting in the
parking lot. The City Manager will not go against policy so remember that when
you say all cars have to be equipped with this particular item.

Mr. Olson asked that he be allowed to bring back the resolution/policy for your
consideration.

Mr. Olson continued with his overview. The departmental responsibility for the
PAL Program that we have discussed at our two previous meeting. As he
announced to you last week Jim Overman is going to be retiring December 1% of
this year and because of his retirement and after discussing it with Jim and Chief
Crudup he believes in the short term we should keep PAL under the Police
Department. We have added $15,000 to the police department budget for PAL
Program.

Mr. Rivers said in the next year’s budget he thinks we should excuse the police
officer we have downstairs that checks people when they are going through the
metal detector. That takes a person off of patrol when we have him here at city
hall. We need to be safe but that officer is off the street four three hours and
we need him out on the streets patrolling. He just doesn’t see the necessity of
that officer being downstairs for three hours.

Mr. Evans said he does not agree with Mr. Rivers.

Mr. King said he does agree with Mr. Rivers because we have the Chief setting
here. This man could be on the streets. We have got crime going on in the
streets and we have an officer just sitting there. If anything should come up
within this chamber he thinks the Chief could handle it.

Mayor Atkinson said it was Council’s decision to put the security procedures in
place and it cost about $15,000. A lot of the security procedures you can see in
this particular room. That is a one time capital expense and we have the
occurring expense of the officer manning the metal detector downstairs. We are
not going to stop the public from coming into these meetings. If it is good for
the first 30-minutes it should be good for the remaining time.
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Ms. Watts said she definitely disagrees with Mr. Rivers and Mr. King and only in
this light that we spent the money to do this for protection for all of us. We
have the City Clerk over there and it is just not about us. It is about everybody
in here. Our audience is also protected. We are not all safe among one another.
That is what she is talking about. She feels great about being protected and she
thinks that the Manager and Attorney feel very safe sitting here knowing that the
Chief is up here and the office is downstairs manning the metal detector.

Ms. Baker said she believes it was her idea to put it in and she has no desire to
have it taken out. She doesn't think we are any less prone to violence in this
country than we were when we put it in a year and half ago. She will not vote
to have it taken out. It is an inconvenience to come around the front but she
thinks that we all need to continue to do it. If it doesn't have to be an officer
manning the machine then we could perhaps train a records clerk to do it.

Mr. Stimatz said he thinks Mr. Rivers is right as we don’t want a patrol officer up
here, so just make sure that we don't have a patrol officer up here. Keep the
nine officers on patrol and find someone else to man the metal detector.

In our first budget meeting, we had a great deal of discussion concerning the
Sanitation Department and we are losing roughly $360.000 a year.

Mr. Olson said he will work through this issue with the Chief.

Mr. Olson said we are losing roughly $360,000 a year in the Sanitation Fund. Our
operating revenue is $950,000 and our expenses are $1.3 million. Basically we
are only collecting 72% of the cost of providing that service. To have the solid
waste department self sufficient we would have to raise our rates to $18.50.
Curbside garbage is provided to 5,518 customers. The tonnage for curbside
recycling that was collected last year was 296 tons. The leaf truck was used
with 858 tons picked up on 263 loads last year. Cardboard and white goods are
picked up. In addition to this service, tire collection, downtown pickup, trash
compactor pickup and maintenance, mosquito spraying and general debris
pickup are also performed. We have in his opinion a very high level of service
that we offer through our sanitation department. Most communities do not offer
the services that we offer. They usually offer trash pickup and recycles and that
is it. They use private vendors or they charge for the pickup of oversize

pickups and/or special load requirements.

The consideration and recommendations are increasing fees for services or
paying for the shortfall, reduce services versus the ramifications of reduction and
leaf, limb, cardboard, metal, tire and white goods pickup will be examined by city
staff for fee suitability, level of service reduction or elimination. Our citizens
have become accustom to us providing those services. We are not
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recommending any changes in solid waste as we believe it is a public good. He
doesn't think we should increase the rates at these hard economic times.

Mr. Stimatz said we could reduce property tax by three cents if we shifted the
burden to those that actually create the garbage. That is what the tax payers
need to understand.

Ms. Blanchard presented an update on the credit/debit card on-line pricing study.
You have discussed passing on the bank credit charges to the customers. We
found four vendors that will do that. We found one that will do it for $1. If we
do this it will save the City $50,000. We are going to pursue that option.

Mr. Blanchard showed a picture of the basic kiosk that is suitable to be put
outside. It accepts debit and credit cards and the cost for the equipment is
$2000. The software upgrade would be $8,000 and the annual maintenance is
$1,985. The next one is for indoor use only. It has a graphics touch screen
display. You would have to have a pin number. It accepts debit/credit cards as
well as checks. It will accept cash but it does not have a dispenser for cash. We
would get an optional barcode scanner, check readers and driver’s license/ID
scanner. The equipment cost is $16,000 and the software upgrade is $30,000
with an annual maintenance fee of $5,800. A customer could also apply for
service at this kiosk.

Mr. Olson asked to review the General Fund Adjustments. They are as follows:

Increased PAL Appropriation $15,000
Add Powell Bill Employee $39,808
Increase Powell Bill Fund Balance Appropriated -$39,808
Decrease the Street Department Employee -$39,808
Add Funding to Purchase Fire Pagers $10,800
Add Health Insurance $787,396
Public Works Admin -$17,758
IT Study $ 5,000

Existing Police Employee-Code Enforcement -$44,680
Existing Police Employee-PAL Coordinator 0

Increase Fund Balance Appropriated -$ 6,950

The in the Electric Department the adjustments are:

Maintenance of Trees $50,000
Maintenance of Line -$50,000
Add Health Insurance $14,108
IT Study $ 5,000
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The Water/Sewer Fund Adjustments are:

Add health insurance increase $ 17,244
Public Works Admin -$12,341
IT Study $ 5,000
Decrease Water Contractual Services $ 9,903

The Stormwater Fund Adjustments are as follows:

Public Works Admin $59,773
IT Study $ 5,000
Increase Fund Balance Appropriated $64,773

Mr. Olson stated he had been working with ElectriCities on the prepaid metering.
The problem that we are experiencing is that it is not cost effective for us to host
the solution ourselves. The initial upfront and capital costs of doing such a
program is just too expensive. It ranges anywhere from $60,000 up to
$570,000. What we had hoped to do is have a hosted solution maybe through
ElectriCities where they would provide the software and then we would just
access their software and then we would only be responsible for some type of
monthly or yearly fee and the initial cost of the individual meters. At these
upfront costs associated with putting the software in, it is just economical
feasible to do that unless you made it mandatory on citizens of Elizabeth City
and that is not our intention. We have identified anywhere from 300-500 people
he believes would benefit by the prepaid program. That is why we believe the
hosted solution method would be the best way to go. ElectriCities are still
working on this. We have had some conversations with several other cities.
Right now we are really not able to go forward with the prepaid meters because
of the hosted solution problem that we are experiencing. We still believe it is an
excellent idea and that it has merit.

Mr. Olson said the last issue is the salary adjustment. In the 2009 Classification
Study you will see the actual salary ranges. The affect on the General Fund is
$65,250 and with benefits it is $76,995. The Electric Fund is $4,000 and with
benefits it is $4,720 and the Water/Sewer Fund is $16,000 and with benefits it is
$18,880. You have a copy of the cities that we used as the benchmark cities and
the different positions. We went ahead and compared them. This is not a full
classification study. It is just a salary adjustment. We did this last year. He
can’t remember how many we gave salary adjustments too but it was roughly
the same amount. The City does not have a merit program. We historically just
give a COLA and then we give promotional increases or educational increases to
employees within each department.

Mr. Rivers asked the equivalent to a 1% COLA.
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Mr. Olson said it was $125,000.
Mr. Rivers asked what did we have slated for the salary adjustments.

Mr. Olson said $81,500 roughly.

Mr. Rivers said he sees a lot of different people who are under average or what
others are. He has never been a fan of merits and if you are not going to bring
everybody up once you identify everybody he says leave everybody the same.
He understands that this is equivalent to $81,000. Prices are going up and he
does want to recognize our employees. He can understand that we can't do a
COLA this year. If we don't do anything but write a check to every employee for
$100 and say we can't give you a COLA this year but we understand. We just
came off of getting everybody the same. If you are not going to bring
everybody up then he thinks that we need to treat everyone the same. We
either give them a $100 bonus check or do nothing. He is not for picking certain
employees.

Ms Baker said she is a huge fan of paying for what you get and she has never
been a fan of just giving somebody a pay increase because they show up for
work or are just here. She thinks that the people that work harder and work to
improve them selves or educate themselves are here and work ethically are due
an increase way more than the person that just shows up for work or spends
three hours doing personal business. She does not think they deserve the same
kind of consideration just because they are here and the name is on the payroll.
She thinks if they give more then they ought to get more. She would love to see
a performance based salary adjustments.

Mr. Olson said we usually use the period of February CPI and it was .1%. That
is what the COLA would have been if we would have followed our historical
benchmark. Our reserves because of the stewardship of the Council and staff
we have fairly decent reserves especially in the General Fund. We are in a lot
better position than a lot of other communities.

Ms. Meggs said if things at the beginning of the year if it looks brighter than
what it looks now can we go back and do something for some of those that

deserve more than what they are getting rather than at this time raising any
salaries.

Mr. Olson said the City Council can do whatever you want too. There is just a
consequent associated with that decision. You can do midyear salary
adjustments. We did those three years ago. This is strictly a policy decision of
the City Council. The COLA which is our historical benchmark indicated zero.
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We did salary reclassification in a number of these positions. We provided you
the bench mark cities. As you can see this is his recommendation. We didn't
move everyone up to the average. For the most part kept them below what
their peers made in certain positions. Why, because he had some serious
concerns about one or two salaries in there that skewed the numbers in certain
directions. That is the problem when you do a reclassification study instead of a
full comprehensive study like we did two and a half years ago. That is why he
took it upon himself to make executive decisions and made some adjustments
and that is why you see what the manager recommends.

Ms. Hummer said she has several things. First of all she thought last year we
were told when we brought those positions up everyone would be within their
range and now we are back again looking at another hand full. She believes in
the minutes you said at the last meeting you said that most of the
recommendations were for those newly hired or young firefighters. On the list
she only sees fire inspector as your recommendation. How many fire inspectors
do we have? She did her own little study which showed her that there are those
making more than their peers according to the study and yet there are some of
those that are being recommended. Some of those are making less than their
peers and they are not being recommended to bring them in line. How many
positions were studied? She has one list that was all in black and the next list
had some red on it which it looked like those in red might be the ones that were
recommended and then the other list were those that you decided on.

Mr. Olson replied the numbers in red are those individuals that basically made
below what the average was for their position. That is why you see the red in
the columns. If it is a black number that means that individual in that position
basically is making at average or above the average for that position. We do
have multiple individuals at these job classifications.

Ms. Hummer said we are not allowed to call names and of course she is not
going to do that but it just looks as some of those that you are recommending
are already more than their peers and she just doesn’t understand the balance of
this. She knows Council isn't supposed to get into personnel but we do set the
policy and salary is a large part of the policy that we set. She thinks as Mr.
Rivers said maybe a 1% Cost of Living for everyone because we are getting
some people way ahead of others and next year there is going to be twice as
many people that have fallen behind.

Mr. Olson said what you are going to do though is when you do a detailed
comprehensive study your adjustments are going to be a lot greater in that
study. You are going to have a lot of major plus ups. There is no one on this
sheet that he is recommending that is not making below what the average is. If
you look at the City Manager’s recommendation there is always a red number
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over in the category which means that those employees are making less than
what their peers are making even the ones with the plus ups. There is one for
the fire fighter and that is because the salary range is such and that is the only
one that you will see that. We have roughly ten fire fighters specialist that are
making less than $30,000 a year.

Ms. Watts said she feels like one for all, all for one. She hates to see any
department get something and another department not. She feels like if we
can't afford to do this then we can't afford to do it. If we can then lets give
everybody something. She agrees with Ms. Baker but because the City has not
started like that she feels like that everybody should get something. She doesn't
think it is fair for a department to get something and somebody not too. She
does hope that we will take that into consideration and not be partial.

Ms. Hummer asked how this study was carried out.

Mr. Olson replied that it was done in house. We used the League of Cities
booklet and these are the cities our size. Those are the cities that we
benchmarked ourselves historically.

Mr. Stimatz said there are some serious holes in this analysis. You have places
where you have two data points and you are taking an average. The other
problem that he has is you take New Bern out of the equation and how do you
think that New Bern and Elizabeth City are comparable cities is beyond him.
When you take New Bern out of the equation a very interesting thing happens.
If you look at the Fire Chief for instance, that average drops from $71,000 to
$67,800. If you take the Human Resource Director it drops from $69,273 to
$65,638 which means they are getting $3000 more than the average. If you
look at the Finance Director’s position that average drops to $79,674 which
means they are getting $2,000 more than the average. He has a big problem
because there are things that you can do. For instance, there is an on-line
program that if you say I live here how does my salary compare if I move to
some other place. We should look at the size and population. What is the size
of the staff, police force, fire, etc? When you are comparing some of these
salaries by just looking at the salaries he sees a problem. Statistically there is
not enough data here. He knows that the question is how far we should go a
field to do this. The other problem is that chasing the average is a losing game.
He thinks that there are some other towns that we should be looking at and
some other factors that we should consider when we do this salary adjustment.
There are a couple of instances where the average is higher significantly and yet
there is no recommendation for an increase. He does not like these numbers
because there is not enough information to make these good numbers.
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Mr. Olson said if Council has major problems with this he would be happy to
withdraw it immediately. These are hard times and his only concern is when we
do a reclassification study next year that we are going to have in all likelihood
some major salary adjustments. This is the way to lessen that impact on us.

Mr. Stimatz said his thought is you find 20-demographically comparable cities.
If you are missing two or three data points it is not a big issue. You rerun these
numbers and come back to us.

Mr. Olson replied we cannot find 20 cities. We have the League book that we
utilize in this. It gives x amount of cities that is between the population of
10,000 and 24,999. That is what we are basically using as a sample size. It
comes directly out of that book. The more detail study is when we actually call
the cities up and we get their actual job description. The problem is when we
did it like you are suggesting and presented it to a previous council they said that
is not what they wanted to do. This study basically mirrors what we were told to
do over the last few years. There is no easy way to do this study.

Ms. Baker asked Mr. Olson if he was ready to recommend this budget go to
public hearing.

Mr. Olson stated he was ready to make that recommendation. He thinks that the
issue is the pay and classification thing as it affects every budget we have. It is
critical that this particular part of the budget is decided as quickly as possible.
That is why he is recommending to you right now that we just go with the zero
COLA, do not do a salary adjustment to any of the employees and just go
forward. The money that we would save we would just decrease the amount of
Fund Balance Appropriated in each one of those respective funds.

A motion was made by Mayor Pro Tem J. M. Baker that we stall
this classification study for either later on in the year or at a time
we deem appropriate. Councilman D. B. Evans seconded the
motion. Those voting in favor of the motion were: Baker, Evans,
Hummer, King, Meggs, Rivers, Stimatz and Watts. Against:
None. Motion carried.

A motion was made by Mayor Pro Tem J. M. Baker, seconded by
Councilwoman L. A. Hummer that we send this budget to public
hearing on Monday, June 15, 2009 at 7:00 p.m. and another
budget work session on June 1, 2009 at 5:30 p.m. Those voting
in favor of the motion were: Baker, Hummer, Evans, King,
Meggs, Rivers, Stimatz and Watts. Against: None. Motion
carried.
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3} ADJOURNMENT:

There being no further business to come before the Council at this time, Mayor
Atkinson adjourned the meeting at 7:58 p.m.

Dianne S. Pierce-Tamplen, MMC
City Clerk

Stephen S. Atkinson
Mayor
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