City Council Work Session
April 28, 2025

The City Council of the City of Elizabeth City met in Work Session on Monday, April 28,
2025 in Council Chambers, located on the 2™ floor of the Municipal Administration
Building, 306 E. Colonial Avenue, Elizabeth City, NC.

MEMBERS PRESENT:  Mayor Kirk Rivers
Councilman Johnson Biggs
Councilman Joseph Peel
Councilman Javis Gibbs
Councilwoman Rose Whitehurst
Mayor Pro Tem Kem Spence
Councilwoman Katherine Felton
Councilman Ronnie Morris
Councilman Johnnie Walton

MEMBERS ABSENT: None

OTHERS PRESENT: City Manager Reginald Goodson
City Attorney, Bill Morgan
Chief of Staff Monica Cole
Interim Finance Director Brian Lewis
Financial Consultant Susan Tezai
Police Captain Darrell Felton
Electric Superintendent Donnell White
Development Services Director Kellen Long
ECDI Director Debbie Malenfant
Human Resources Director Aresta Johnson
Public Utilities Director Dwan Bell
Interim Parks and Recreation Director Stacy Williams
IT Director Matthew Simpson
Grants Administrator Jon Hawley
Fire Chief Chris Carver
IT Systems Analyst Pedro Holley Il
City Clerk April Onley

Mayor Rivers called the Work Session to order at 5:36 p.m. Councilman Gibbs provided
the invocation, after which Councilwoman Whitehurst led the Pledge of Allegiance.

1. Agenda Adjustments and Approval:

Mayor Rivers directed the Council’s attention to the prepared agenda. He requested that
the FY 2024 Audit Presentation by Danna Layne and FPIC List both be moved to the top
of the Finance Committee.

Motion was made by Councilman Joseph Peel, seconded by Mayor Pro Tem
Kem Spence to approve the agenda as amended. Those voting in favor of
the motion were: Biggs, Peel, Gibbs, Whitehurst, Spence, Felton, Morris and
Walton. Against: None. Motion carried.

2. Committee Reports / Updates:

a. Finance Committee — (All)

i. FY 2024 Audit Presentation by Danna Layne (As Added During
Agenda Adjustments);

Mrs. Layne reported that the audit she prepared covers the fiscal year ending June 30,
2024. The goal of any audit is for the auditor to present an opinion on the financial
statements of the organization. The City has received an unmodified opinion, which is
always the goal. The auditor’s responsibility is to issue the opinion letter, receive
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confirmations from the state, review bank accounts, invoices and so on. There is also
supplementary information like tax schedules, retirement revenues and things offered to
employees that must be considered as well.

The audit overview has a descriptive section that tells how the statements flow together.
Exhibit 3 is the balance sheet for governmental funds. The City operates annually on a
governmental accrual and must budget and plan accordingly. Exhibit 4 and 5 are the
statements to look to when considering items of significance in the General Fund. She
noted that she could really go into Exhibits 1 — 5 in depth sometime if the Council was
interested in doing that for the next audit.

The City had over $16.7 million in cash and restricted cash reported at the end of the
2024 fiscal year. There was a total of $21.5 million within the General Fund. Accounts
Payable was about $1.4 million. Mrs. Layne explained that Deferred Inflows are similar to
Accounts Payable. The fund balance is about $19.35 million and almost $15 million of
that is unassigned and available for use if needed.

The City exceeded the budget except for Payment in Lieu of Services and some other
transactional areas by about $3 million more than expected. The City also overspent on
Non-Departmental and on Interest. There was a total change in fund balance of nearly $6
million for the year.

Exhibit 6 are Proprietary Funds presented on the full accrual basis of accounting. For
Water & Sewer, there is just shy of $19 million with cash and restricted cash of just under
$16 million. Total assets reflect about $68 million in Water & Sewer. Current liabilities are
about $1 million. Long-term liabilities are things like loans, state-revolving loans, OPEB
and pensions. Deferrals are often like payables in the short-term. There is just under $61
million with $13.5 million unrestricted. The Electric Fund has $15 million in current assets
with $6 million in cash. The total non-current assets net of depreciation brings it to $35
million. There are current liabilities of $6.7 million of which Accounts Payable is $5 million.
Long-term assets make up the largest part of long-term liability at about $10 million. There
is a total of $25.5 million here, of which $8 million is unrestricted.

Exhibit 7 is Profit and Loss. Water & Sewer had operating of a bit over $5 million. Non-
operating was about $1 million. The income before transfer was about $6 million.

Electric Fund operating was at $33 million with expenses just under $33 million. The
operating income was around $300,000. Cash increased, but Profit and Loss shows
$300,000. Change in net position was a loss for the year of $500,000.

On pages 24-67 of the full audit report, there are note disclosures that provide additional
details and schedules. The compliance reports do show several violations, including that
the audit was not completed before October 2024. There was an issue with the software
so budget amendments were not made correctly. The other finding was on the sales and
use tax; however, it has already been corrected. No findings were issued for any state
grants that the City received.

Mrs. Layne noted that there are no significant changes in accounting policies and or new
GASB. All estimates are made for current portion and depreciation based on standards
in the industry. She encountered no significant difficulties in performing the audit. There
were some corrected statements and there were no problems with management during
this process. City Management has signed the audit letter as required by law.

She advised that she was also required to go over Financial Performance Indicators of
Concern (FPIC) with the Council as part of her presentation. There are several standards
units of government are required to meet, the first of which is available fund balance in
the General Fund. The LGC recommends 25%-46%, and Elizabeth City is at about 70%,
so we are meeting and exceeding the standard. We did not have a negative change in
fund balance, which is good. We had a positive change of nearly $6 million. In the Water
and Sewer Fund, the standards require that we have a ratio of greater than 1; and
Elizabeth City’s ratio is over 18.

She reiterated that operating net income must be greater than zero; and Elizabeth City
has more than $6 million. The standards ask if unit is transferring General Fund money
to the Water and Sewer Fund. Elizabeth City is not, which is good. She pointed out an
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area further down where one of the indicators turned “pink”, which reflected a concern;
however, Elizabeth City is meeting that standard.

The Electric Fund ratio must be greater than 1; and it's almost 2. Net income must be
greater than zero and it was $829,000. Additionally, we must reflect greater than 16% for
operating net income, and we were just over that.

The audit was submitted on March 17, which means it was late and flags as an indicator
of concern. The audit did have budget violations at the ordinance level, which can be
reviewed on page 34. There were some material weaknesses (Statutory and Sales and
Use Tax). There are the two other recommendations listed that the unit should address
as well. We are required to issue a unit response letter by about June 27, which will need
to be signed by the entirety of the Council.

Councilman Walton said he had asked a question a few meetings ago about the ARPA
money. He still would like an answer on where and how that money had been used. Mrs.
Tezai explained that the ARPA funds were settled in June 2024, and they had gone into
the General Fund. In order to close the ARPA fund, the City transferred that money into
the General Fund.

Councilman Walton felt that in spite of all the negative things people have been saying
about Elizabeth City, it sounds like we have more money than we thought. In hindsight,
even if we had left the ARPA money where it was we would still have had a good fund
balance, wouldn’t we? Mrs. Layne said yes. Councilman Walton asked Mrs. Layne if she
felt that what the City had done was a good thing. Mrs. Layne explained that revenue
replacement allowed cities to use their ARPA funds in that manner if their revenue was
less than $10 million, which Elizabeth City’s was. By doing the revenue replacement, you
decreased wages in order to free up money that you could spend anywhere on anything.
Councilman Walton asked if an itemized copy of what that funding was spent on would
exist somewhere. Mrs. Layne explained that there would be a breakdown in the bank
account. First, you would have had to spend the million and a half on wages. Councilman
Walton asked if he could get a copy of that information. Mrs. Layne was sure that he
could, and she was certain that Susan Tezai had a copy and a detailed spreadsheet.
Councilman Walton reiterated that he had been asking for that information for some time.
He was just trying to see if there was a hold up. Mrs. Layne noted that using the funding
for revenue replacement just frees up money so you can spend it on whatever you want.
There was a lot of commotion about what and how ARPA money could and could not be
spent. She felt that the method Elizabeth City used is the best one to use in cities that
had the option to do it that way. Many entities could only use so much of the funding in
limited ways just because they did not have the freedom that you had to spend it. The
revenue replacement was the best method. She told Councilman Walton that Susan could
provide him with a spreadsheet of which funds that money was distributed to.

Councilman Peel asked if Mrs. Layne could explain the “pink” box that appeared on the
Water & Sewer item again. Mrs. Layne said that the color pink generally indicates an area
of concern, and it's a built-in function on the spreadsheet. She had no control over the
spreadsheet turning pink there and she disagreed with it. The standard says your net
value should be greater than or equal to 50% of the gross value of the assets. The LGC
chose 0.050 as the line because in Water & Sewer things take so long to be repaired. If
a unit reported at 0.026, they would clearly have a failing system.

Councilman Peel stated that he understood the metric to be saying is that if you're “pink”
you'd better start spending some money in Water & Sewer. Mrs. Layne agreed that it
meant that it was something to keep an eye on. It creates a finding if your system is not
being maintained; however, in Elizabeth City’s case, she did not think it should have
turned pink because of the “equal to” wording.

Mayor Rivers asked the Council if they had any further questions regarding the audit.
Hearing none, he thanked Mrs. Layne for her presentation. He advised that he would
include the upcoming year’s audit contract to the next work session.

Motion was made by Councilman Johnson Biggs, seconded by
Councilwoman Katherine Felton to accept the FY 2024 audit. Those
voting in favor of the motion were: Biggs, Peel, Gibbs, Whitehurst,
Spence, Felton, Morris and Walton. Against: None. Motion carried
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unanimously by committee vote. Item moved forward to the Consent
Agenda of the April 28, 2025 Regular Session for formal Council vote.

ii. Presentation / Consideration — FPIC Response Letter (As Added
During Agenda Adjustments);

Mrs. Tezai advised the Council that Mrs. Layne’s audit report contained the Financial
Performance Indicators of Concerns (FPIC) items that the Council would need to respond
to in writing. It is required that the majority of the Council vote to respond to the letter and
send it directly to the LGC. She noted that they had received confirmation they did not
need to respond on the “Water & Sewer 0.050” item. The letter proposed for Council
approval and signatures includes four FPICs. The first FPIC is #12 on the presentation,
which is the late audit. She recommended that the Council include a statement that
Elizabeth City is now current and expects to submit future audits in a timely manner.
Additionally, the deadline for the FY 2025 audit has been extended to December 31, 2025.
The next FPIC is related to the functional budgetary violation. We were able to put a
system control in place that gives a hard error in the software and requires additional
security. The hard error is working as it should, so it goes back to the department and
they have to address the issue, which ensures that we do not overextend. There are also
guarterly reviews of budget-to-actuals. The next items are the material weaknesses,
which are listed in Attachment A in the letter. She noted that one of the findings went
away in July 2024 as soon as it was recognized. There were two recommendations
included in the last FPIC, one of which is an investment policy that will be efficient and
effective for the City. We expect to have something for the manager before the end of the
fiscal year. The other dealt with payroll and benefits so we are looking at consolidating
some of that. Both she and City staff have reviewed the letter; they recommend that the
Council approve, sign, and send it to Kendra Boyle with the LGC as expeditiously as
possible.

Motion was made by Councilman Johnson Biggs, seconded by Mayor
Pro Tem Kem Spence to approve, execute and send the FPIC
Response Letter to the LGC. Those voting in favor of the motion were:
Biggs, Peel, Gibbs, Whitehurst, Spence, Felton, Morris and Walton.
Against: None. Motion carried. Item moved forward to the Consent
Agenda of the April 28, 2025 Regular Session for formal Council vote.

iii.  Presentation — First Tryon Advisors (David Cheatwood);

Manager Goodson reported that this was the Mr. Cheatwood was a financial advisor with
a company recommended by Attorney Jon Mize of the Council’s recently acquired bond
counsel.

Mr. Cheatwood told the Council that he works with First Tryon Advisors based in
Charlotte, NC. They are financial advisors who work across the Carolinas, Georgia and
elsewhere. His work primarily covers utility systems and runs alongside bond counsel
firms. He is very familiar with the LGC and their rules and procedures. He recently looked
at Elizabeth City’s FY 2024 audit and the upcoming five-year CIP, which included some
sizable projects.

About 29 professionals make up their firm plus a few one-person outfits here and there.
They are not a lender, bank or underwriter. They have a fiduciary duty to act in their
clients’ best interest, which means presenting the Council with the most agreeable options
to finance. There would be three individuals involved if the City solicits First Tryon
Advisors. They have worked with both large and small cities and have no preference on
entity size. They have worked with Camden County for a number of years and are
currently working on a General Obligation Bond for a high school project that is preparing
to close. They have also worked with ECSU, and one of their advisors used to serve as
the CFO for the university.

As a company based in NC, they are able to hold many in-person meetings when needed.
They are passionate about assisting clients with moving through difficult times. Financial
advisors have a heavy focus on the pre-planning side, so they will look into the City’s
short and long-term planning. They will spend a lot of time evaluating ways to fund the
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proposed projects and going through “what if’ scenarios. With planning, they try to help
map out multiple years to provide a long-term view. Long-term plans come with a need to
finance, so the second phase is usually a move toward options. They will help the City
determine if they should go straight to banks requesting proposals or go to the capital
market side and issue bonds. There are many different avenues and they will assess
them, the costs associated and present the options along with the pros and cons of each
route. They will then lead the Council through the process with the LGC. Getting a credit
rating is a primary driver. They will then coordinate the sale of bonds. Some clients know
exactly what they are doing and are ready to go, so they jump right in. With others, they
need to move slowly, take look at everything that is out there and think about the best
way to fund projects. Once financing closes, the firm can help invest the proceeds and
look at potential refinancing opportunities, regulations, and updates.

Mr. Cheatwood added that the Camden County bond he mentioned earlier is coming in
around $30 million. Many of their clients have electric, water and sewer utilities so they
are familiar with working with all those. They have also worked with Perquimans and
Halifax, so they do have a lot of experience in the local arena.

Frist Tryon’s financial model will focus on all the City’s different funds and consider
operating expenses, growth and the impact it has on the bottom line. The model can be
all encompassing or very zeroed-in if necessary. If the City is looking at certain trends
and revenues and expenses, deciding if they can maintain a certain fund balance
percentage, adhere to policies and keep up with peers, they do have models that will
analyze all of that. They are actively updating models for various cities and towns in NC
on a regular basis. They can turn things on, off and change quickly. The model speeds
the process up in terms of prioritizing what can be done. They can build the credit rating
scorecards in and look at different peers for debt metrics; all of that information is
available. Whenever they meet with a client, they like to look at their current financial
information. He was impressed with the auditor’s presentation and glad he was able to sit
in on it. The City is in a good position financially. There are many big projects in the CIP,
but the City is in a solid position to handle a host of them. The City is in a low debt position,
and several of the installment purchases are prepared to roll off soon.

Councilwoman Felton noticed that Mr. Cheatwood had experience working with small
towns as well as large towns. She asked if the amount the City would have to pay tied to
the amount work required. Could we have an estimate of what we would pay for services
before signing an agreement?

Mr. Cheatwood explained that the company’s fees are driven totally by the scope of
services, the time and complexity of all of that. Sometimes the large entities have paid
less than the small ones because they just required a lot less. It is not necessarily “a large
entity pays more” situation. In terms of just fees, we typically are paid for most of our
assignments in flat fees. We would start with our general master services agreement,
which says we are serving as your financial advisor. It is very open-ended. You can use
us when you want and fire us when you want. We have to have itin place from a regulatory
or compliance situation. When you want to use us, we have to draft a work order that will
have the specific scope of services and then the proposed fee. For those sort of fees,
they are usually paid out of loan or bond fees at closing. He believed that was how the
bond counsel was paid as well. Therefore, primarily there are flat fees and then the
successful closing. There are times if something is not tied to financing we could quote a
flat fee for the time and work and look into whatever it was. We try to keep our fees
relatively in line for similar types of work. If you wanted something updated every couple
of years, we could do that for a smaller fee. If you sign the general services agreement,
there is no fee associated with that, just when an identified action is presented for work.

Councilman Walton said he was not a fan of conference calls and he might have missed
some of the information. After we sign the document today for the audit, will it change
anything with our CIP? Manager Goodson replied that it would definitely help with the CIP
as far as the LGC is concerned. Councilman Walton asked if it would affect how the
manager was preparing the budget. Manager Goodson confirmed that it did affect how
the budget was prepared. We have many capital projects and purchases proposed in the
General Fund, such as a fire truck and we could not have that in there if we did not have
such a health fund balance. Councilman Walton asked if the bond would be as important
as it was before the audit presentation. We didn’t know how much money we had until
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then. Manager Goodson explained that the area the City needed the funding was in
Enterprise; that fund balance was not as healthy and had many projects that needed to
be done. The positive audit did improve our chance of getting money from the LGC.

Councilman Peel pointed out that the way bonds work is you have to have someone
willing to buy the bonds. No one is going to buy bonds from someone with a shaky
financial situation. It greatly improves our situation there.

Councilman Biggs asked if the Finance Committee wished to move forward with
entertaining some type of general services agreement with First Tryon Advisors or take it
up at the next meeting. He just wanted to give staff some direction.

Mayor Pro Tem Spence said he was comfortable with moving forward. Councilman Peel
concurred.

Mayor Rivers noted that it was not costing the City anything to move forward. There is no
cost up front. He would like to move forward as well.

Councilman Biggs thought it would be beneficial to look at some of the modeling Mr.
Cheatwood proposed. They could run scenarios what funding certain projects does to the
funds and things like that. It gives us more data on the decisions we’re trying to make. Do
we want to entertain a motion to approve it and move it to the Regular Session’s Consent
Agenda?

Motion was made by Councilman Joseph Peel, seconded by Mayor
Pro Tem Kem Spence to approve entering into a general services
agreement with First Tryon Advisors.

Councilman Walton requested a friendly amendment to the motion to stipulate that the
Council only enter after Attorney Morgan had reviewed and approved the document.

Councilman Joseph Peel and Mayor Pro Tem Kem Spence accepted
the friendly amendment proposed by Councilman Johnnie Walton. Those
voting in favor of the motion were: Biggs, Peel, Gibbs, Whitehurst, Spence,
Felton, Morris and Walton. Against: None. Motion carried unanimously by
committee vote. Item moved forward to the Consent Agenda of the April 28,
2025 Regular Session for formal Council vote.

iv. Update — Quarterly Financial Report;

Interim Director Lewis reported that staff met with the City’s auditor earlier today to
discuss ways to expedite their processes to ensure the next audit is timely. The main
issue is the bank recons, and they have instituted a new process that they believe will
result in a quick turnaround. They intend to provide the Council with monthly reports
based on this new process. He was pleased to report that more financial items that were
once handed off to third-party bookkeepers are now being brought back in-house. Some
of those items included the City’s fixed assets, and he was hopeful that bank recons would
be returning to Finance staff soon. Additionally, they soon expect to bring on a NC LEAD
Fellow from one of the UNC schools. The Fellow will work within the Finance Department
at a discounted expense as part of the LEAD program.

Mayor Rivers announced that they were quickly approaching 7:00 p.m., and would move
the remainder of the Work Session items forward to the Regular Session.

3. Adjournment:

There being no further business to be discussed, Mayor Rivers adjourned the meeting at
6:54 p.m.

E. Kirk Rivers
Mayor



April D. Onley
City Clerk, NCCMC



