MONDAY-5:30 P.M. MAY 15, 2006 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 C. L. Foster presiding. Others attending
were: J. M. Baker, M. E. Brooks, L. A. Hummer, B. S. Meggs, D. K. Stallings and
J. B. Walton. Councilman J. A. Stimatz arriving at 5:50 p.m. Councilman E. K.
Rivers being absent. Staff members attending were: City Manager R. C. Olson,
Deputy City Clerk V. D. White, Finance Director S. E. Blanchard, Human Resource
Director K. W. Felton, Parks and Recreation Director J. D. Overman, Inspections
Director S. E. Ward, Fire Chief W. Pritchard, Police Chief W. J. Anderson, Public
Utilities Director E. T. Weatherly and Electric Superintendent K. F. Clow.

Mayor C. L. Foster opened the meeting by welcoming those attending. He gave
the invocation after which Mayor Pro Tem L. A. Hummer led the Pledge of
Allegiance to the Flag of the United States of America.

1} APPROVAL OF AGENDA:

Mayor Foster called for approval of the prepared agenda.

Councilman D. K. Stallings asked to add Roanoke Avenue and the Boys and Girls
Club for discussion.

Mayor Foster advised that Roanoke Avenue would be Item 6a and the Boys
and Girls Club would be Item 6b

A motion was made by Mayor Pro Tem L. A. Hummer, seconded
by Councilwoman B. S. Meggs to approve the agenda as
presented to include the addition of the two items as noted
above. Those voting in favor of the motion were: Hummer,
Meggs, Baker, Brooks, Stallings, Stimatz and Walton. Against:
None. Motion carried.

2} Mayor’'s comment:
Mayor Foster asked to say that it has been brought to his attention the possibility

of the first meeting in June, is there anything that we need to discuss at this
meeting as it relates to that.
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City Manager Olson replied that City Staff needs some general direction. We
have batted around that we are going to have a meeting on June 5. Do we still
want to have the regular meeting on June 12 or do we want to transfer
everything that we have for the 12" to the 5'? One of the main issues that we
will be having at one of these meeting is the presentations from the non-profits
regarding the Hugh Cale Training Center. We could have as many as eight
groups and each one of them would be allowed five minutes or perhaps longer
for that. It could be a heavy agenda for June 5.

Councilman Stallings wanted to know what time were the non-projects coming to
make their presentations?

Mr. Olson said that a time has not been established to date. You may want to
scheduled it for 5:30 p.m. and have it like a work session before the regular
meeting.

Mayor Pro Tem Hummer said that she had planned to bring that up but we voted
to have a meeting on the 5™ and called for a public hearing on the budget. She
thinks that we will need to decided on the 12" or cancel it. She thinks a work
session before the regular meeting would work ok rather than having everyone
sitting here for a long time. We would then get to hear from them first.

Councilman Stallings said that Mr. Olson will not be here on the 12", He is not
going to be able to attend as other members of Council. His recommendation is
to move our June 12 regular meeting to June 5™ due to the Manager and
several members of Council not being able to attend. Therefore he made the
following motion.

A motion was made by Councilman D. K. Stallings, seconded by
Mayor Pro Tem L. A. Hummer to hold our regular meeting on
June 5" at 7:00 p.m. and have our work session at 5:30 p.m.
where we hear from the non-profits for the Hugh Cale Training
Center

Councilwoman J. M. Baker stated that she thinks if we are going to have eight or
more presentations on the June 5%, she thinks that we still need to keep the 12"
meeting. Our July meetings are cut to one and we are already cutting back
there and if we cut out a June meeting too, she thinks we are going to be here
until midnight at least which is not unusual she supposes but she thinks that we
need both June meetings. This June 5" meeting was supposed to be just a
budget meeting and that is what she believes that motion was, was to add that
meeting as a budget session, not for a regular meeting. She thinks that it is
important that we keep the 12" meeting as well.
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Mayor Foster stated that he interpreted it differently. He interpreted that your
motion was that we would have both, a work session and the regular meeting on
the first Monday in June which is the 5. Therefore we would not be missing
any meetings in June.

Mayor Pro Tem Hummer stated that she feels it is very important that the City
Manager be here for the presentations on the training center.

Councilwoman Baker asked if we could delay this vote until Councilmen Rivers
and Stimatz get here.

Mayor Foster said that they may not get here. Stimatz may not get here. He
sees no reason to delay the vote.

Councilman J. B. Walton said that he feels that the manager should be in
attendance at this meeting.

Councilwoman B. S. Meggs said that if we have the 5™ we will not have the 12,
Is this what we are trying to say?

Mayor Foster called for a vote on the above motion.

Those voting in favor of the motion were: Stallings, Hummer,
Baker, Brooks, Meggs and Walton. Against: None. Motion
carried.

2} FISCAL YEAR 2006-2007 RECOMMENDED BUDGET:

Mayor Foster recognized City Manager R. C. Olson for review of the proposed
budget.

Mr. Olson stated that he would like to give a recap of the budget and where we
are at presently in the budget process. We have not received figures from
Camden and Pasquotank Counties as yet. Their budgets have not been finalized.
He did have conversations with both county managers and we have some cost
related issues that we need to work out. He then recapped the original
document based on changes that Council has made. Under the General Fund
Revenue we anticipate an increase of $50,000 in Inspection Fees. That is
additional revenue within the General Fund. This is due to fee revisions. Based
on the original budget there was an error in the Fire Department Insurance
where there was a zero that was left out of the figure. To make up for that error
we came before you and requested that the Code Enforcement Position, Fire
Apparatus, Intern Position, Swa-Car trailer and the P/R Dump Truck be
eliminated.
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During the budget work sessions the following council initiatives were added:
Nonprofits in Original Budget was $25,295. Albemarle Hopeline, Boys & Girls
Club, Skills, Inc. Food Bank, Girls Inc, Project Voice, Tabernacle of Faith and
Fireworks allocations that were voted on for a total of $27,705 and this amount
is added to the budget. We have the jointly funded agencies that are joint
action agencies that we participate with the County on. To fully fund the AEDC
we put a little too much in the Budget ($1,020) so we are asking that this
amount be dropped. The Central Communications went up $31,602, Animal
Control went up $25,618 and the Airport Authority went up $5,000 for a total of
$61,200 to balance the budget. Another thing that we have done is when we
started looking at future prices for gasoline our original budget was predicated
on $2.00 a gallon of gas and we have raised our gasoline costs to $2.25 per
gallon. To balance the budget we are asking that you eliminate the Code
Enforcement Officer Vehicle which is $17,000, eliminate the fire department
ramp restoration which is $41,000 and the Parks and Rec Master Plan which is
$25,000. He continued by reviewing the Parks and Recreation funding and the
three other outside agency requests. He reviewed the requests to both Camden
County and Pasquotank County. Camden County has advised that they will not
pay the $95,972 as requested. It was decided that we would still request the full
$95,972 from Camden. Within the outside agencies request, ECHA is
requesting $13,000, River City CDC is requesting $5,000 and New Beginnings
request is for $3,000. ECHA has requested that the money that they pay us in
lieu of taxes not be paid and that the money be put into an account controlled by
the Housing Authority which would be used to do the weatherization and energy
efficient things within the Housing Authority. The City gets $13,000 and the
County gets $16,000. The total payment in lieu of taxes that the Housing
Authority makes is about $30-$31,000. His recommendation is if the County
takes the same action then we should do the same. If the County does not
forgive it then we should not either.

Mr. Judah Person asked to say that he attended a Finance Committee meeting of
the County Commissioners this afternoon and the last time this situation came
up, he felt like they sandbagged the City. He told them so by saying the City will
do it we will do it. He asked them this year to say yes or no and not put it on a
conditional basis. This year they did approve the waiving of the payment in lieu
of taxes and they said that they would do it and there are no conditions
attached. The monies are going to be project directed and that is conservation.

Mr. Olson continued with his review by saying the next request is from RCCDC
and that is $5,000 for the youth entrepreneur leadership institute. If he is not
mistaken they did this a few years ago. In addition to RCCDC's request is a
request from the New Beginning Shelter for $3,000 which is located on
Herrington Road.
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Mr. Brooks said that we have $50,000 in non-profits and we shouldn’t take six as
those people up there are taxpayers too. They didn’t even have a chance. He
will stick with that. It is not a matter if Council wins with the majority vote or
not. The matter is fairness.

Mayor Pro Tem Hummer said that she would like to say that River City CDC cost
the City a lot of money and that is why we find ourselves in the predicament we
are in with the training center. She does not think that the taxpayers will look
favorably at giving that organization money after all the things that we have
been through with the training center.

Councilwoman Meggs said that she just has to reintegrate what she said before.
She does not think that it is fair for one or two or three groups to get together
and say ok this is what we are going to do. She realizes that she was not here
for the vote on this. But, she is not saying that they are any less worthy than
the three that didn't get the non-profit funding. She just feels like it is so unfair
that these other people did not have the same opportunity to put their request in
and as a member of the Council, she is embarrassed with it because she has had
so many people to come and say that this is the worst thing that they have seen
the council do.

Councilwoman Baker said that she has had many calls as well and she doesn't
usually get a lot of calls from people but this is one issue that they know is very
sensitive to her and she thinks that we should bring the whole thing back up
again and she thinks that we should do the same thing that we did last year and
put some money in a pot and let people come and apply for it. She does agree
and she doesn't think that we treated the Housing Authority as a non-profit last
year.

A motion was made by Councilwoman J. M. Baker to handl/e the
Housing Authority separately and that we waive the pilot funding
and that the money has to be used for what was stated in their
letter. Councilman D. K. Stallings seconded the motion. Those
voting in favor of the motion were: Baker, Stallings, Brooks,
Hummer, Meggs, Stimatz and Walton. Against: None. Motion
carried.

Councilman Stallings said that going back to the non-profits, out of the $50,000,
how much do we have left?

Mr. Olson replied that we have no money left. You had $4,000 and we fail to put
in the fireworks money. This year we have spent $5,000 for fireworks and that
came directly out of the tourism tax money and he is not sure how much it is
going to cost next year.
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Councilman Brooks said that out of those six non-profits that were mysteriously
funded, how many actually put in a request for the money that they received.

Mr. Olson said that he didn't know if that was a fair statement because we
haven't solicited requests from them. In previous years, we would solicit
requests for funding. We would solicit requests from those that we had funded
the prior year. This is the direction that City Council gave staff.

Councilman J. A. Stimatz asked to make a motion that we re-open the non-
profits. Being that we have new applicants, how else can we consider the new
applicants?

Councilman Stallings stated that he was out of order and as he was not on the
prevailing side of the vote.

Mr. Brooks said that we keep using the term winning side and he would like to
use the term majority vote because the taxpayers are the ones that lost in this
thing. There are 91 non-profits and we picked six and he cannot see any
fairness in that. The people are losing. He is not saying that the ones that were
funded shouldn’t have been funded. He is not saying that at all. He is saying
let’s give the other taxpayers a chance too.

Councilman J. B. Walton said that to him the way that it was handled last year
there was a losing side too. $25,000 was put in a fund and it sit there all year.
You have got to look at the history of things before you start condemning and

seeing where things came from. Is that the way you saw it Anita?

Mayor Pro Tem Hummer said that is the way that she saw it. She thinks there
were losers last year also.

Councilwoman Baker said that the money sat there and no one came and applied
for it. Why. It was for hard costs and no one came and applied for it.

Mr. Walton replied because the people that put it in place were playing such hard
ball they didn't want to apply for it because the winning side last year was
against non-profits altogether.

Councilwoman Baker replied that no it wasn't as she was on the winning side last
year. In fact, it was her motion if you will remember.

Mr. Walton said that is his point.
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Councilman Stimatz said that he was not here last year but if you put $25,000 in
the pot for non-profits to use then you had a pot for non-profits to come and
look for it. If they didn't choose to ask for the money because it wasn't
operating costs, he can't help them on that, but you did put money in the pot
and gave them the opportunity. This year you didn't. That is the only
difference.

City Manager Olson continued by saying that the other changes the Council had
initiated were in the electric revenue. We had an increase in electric rates which
generated $2,200,000 and the City Council decided to take that $2.2 million out
of the retained earnings and staff was instructed to monitor it. In the water and
sewer fund, there were no changes. He briefly went over an expansion of the
plant and the costs involved. The final item under this budget was the
Stormwater Management Utility. Some of the stormwater utility capital projects
include the following:

-Mapping and Inventory ($100,000)
-Revise Stormwater Regulations
-Reduce I & I

-Update undersized piping

-Roanoke Avenue Drainage ($600,000)
-Oak Grove Drainage ($600,000)

He gave the following as some of the advantages of the stormwater utility.

-Permanent funding source for drainage issues

-Matching money for 2006 Clean Water Bond Initiative
-Dedicated staff for drainage issues

-Funding for capital projects including bonding of projects.
-Meet future mandates i.e. Phase II EPA Regulations
-Address adverse flooding issues on other utilities, i.e. I & I

Councilman Stimatz said that he asked for a lot more information than what you
have given us and that is why he was so surprised that we were going to bring it
up at this meeting because he thought you might need some more time. When
you are talking about stormwater utility capital projects you say reduce I & I but
you didn't give us a dollar figure. When you talk about updating undersized
piping you didn't give us an estimate for that. And, you didn't give us a time line
on when that needs to be done. The other questions he has if we don't do that
what is the continued impact on the City.

Mr. Olson replied that for him to give you good numbers it will take six months

to nine months for him to actually do that. We really can’t do anything until we
inventory our existing stormwater facilities. Some of these have been in the
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ground since the turn of the century. A lot of them have collapsed and until we
actually go out there and identify all the out flows that we have in the
Pasquotank River, which he believes is eight now, we just really don‘t know what
we have out there when it comes to storm water.

Mr. Stimatz said that he does not need a detailed number but is this a $2 million
problem or a $10 million problem. It sounds like a $10 million project.

Mr. Olson said that Pat McDowell gave a detailed report to Council about a year
ago and a lot of factors determine what cost is going to be. It is the level of
service that you want. Is it alright for certain areas to flood occasionally or do
we want to stop all flooding in the community. He believes at that presentation,
he was talking in excess of $10 million. That is just for the standard level of a
fix. If you go up to the level of no flooding on those areas you are looking at
$35-$40 million. He went over the possibility of acquiring some clean water
bonds monies.

Councilwoman Baker said that she thinks and she has heard from a lot of people
in the business community that if we don't start somewhere, we are just going to
be behind the eight-ball even further than we are and with this bond money out
there and the possibility of a lot of that being for storm water, we certainly want
to be in the position to apply for some of that if it does become available for
those kinds of fixes.

A motion was made by Councilwoman J. M. Baker that we
implement this $48 and $72 a year storm water fees and begin
the process that we need to establish the storm water utility.
Councilman J. A. Stimatz seconded the motion.

Mayor Pro Tem Hummer said that she would like to point out a couple of things.
Last year when Mr. Olson brought this to Council, some of the options in your
recommendation were placing the storm water replacement fee on businesses
and developers. Don't you think that they should bare a larger burden of that
fee than the average taxpayer? The average taxpayer is retired and elderly and
they do not have the money for another fee. Also, she would like to point out
that we had no trouble whatsoever in getting $500,000 for a bike trail and
$500,000 to finish Streetscape and one of her requests on that was to get the
County to join in with us and it is the County’s real estate that is going to be
improved. Maybe we haven't tried hard enough.

Mr. Olson asked to address some of Mayor Pro Tem Hummer’s issues. What you
are seeing is what would be the first year. Staff is of the opinion that businesses
need to pay more than the $72 per year for commercial. But we need to do is
determine the amount each one of those commercial businesses have and then
assign a dollar amount in a sense per square foot and roll that into the rates.

Page 8 of 10



While the residential rate will most likely stay at the $48 a year, the commercial
rates will be going up. It is not uncommon in some jurisdictions for certain large
box stores to pay $50 to $100 thousand a year in stormwater utility fees. What
we are trying to do now is this puts the stormwater utility on the books and
allows us to go ahead and start calculating the amounts to see what we have.
Then we can come back next year and tell you well this is the price per square
foot and if you do this, this is how much revenue we will generate.

Councilman Stallings expressed his concern over only charging the commercial
only $72 a year. He feels that we are just taxing our citizens too much. He is
not in favor of the fee at this time.

Councilman Brooks said that we have a lot of citizens that are struggling already.
The ones that are on fixed incomes just can't do it. We have to start somewhere
and he knows that, but he would like to see us come up with a way that it won't
be so hard on those on fixed incomes. A dollar a week is nothing if you have an
income where you are not paying this amount for medicine and you are still
trying to find a way to keep your lights on. It becomes a hardship on those.

Councilman Stimatz said that if you could drop the residential to $36 per year
and you raise the business to $132.00. He owns commercial property in this
town and the point is the people with the retention ponds are going to get a

break. We are going to have to pay this eventually.

Councilman J. B. Walton made an amendment to the above
motion to eliminate the $48 and $72 per year fees and instead
add a $36 per year fee for residential and $132 per year fee for
the commercial. Councilwoman J. M. Baker seconded the
amendment to the motion. Those voting in favor of the motion
were: Walton, Baker, Brooks, Meggs, and Stimatz. Against:
Hummer and Stallings. Motion carried.

3} ITEMS OF DISCUSSION AS REQUESTED BY COUNCIL:

ay Discussion of Roanoke Avenue:

Mayor Foster called upon Councilman D. K. Stallings for comments.

Councilman Stallings stated that he did not even want Rich to discuss Roanoke
Avenue as he has been waiting ten years and he can wait another ten years. It

is going to take that long to get it fixed.

b} Discussion of the Boys and Girls Club:
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Mayor Foster called upon Councilman Stallings for comments.

Councilman Stallings said that he would like to hear a report from the City
Manager.
Mr. Olson said that he does not have an update at this time.

Councilman Stallings ask that this Council consider letting our Manager go and
talk with the Trustee Board of the Boys Club and see if we can retain the ball
fields in the back. Perhaps an in-house lease where we can lease it for a $1.00
and run the club for the summer. There is a rumor going around that they are
going to close up for the summer. He would like for you to go and check on it
and report back to Council at their June 5, 2006 meeting.

4} ADJOURNMENT:

Mayor Foster advised that the above item concluded the meeting.
A motion was made by Councilman J. A. Stimatz, seconded by
Councilwoman J. M. Baker to adjourn the meeting. Those voting
in favor of the motion were: Stimatz, Baker, Brooks, Hummer,

Meggs, Stallings and Walton. Against: None. Motion carried.

Mayor Foster adjourned the meeting at 7:10 p.m.

Dianne S. Pierce-Tamplen, MMC
City Clerk

Charles L. Foster
Mayor
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