MINUTES OF THE REGULAR MEETING

OF THE REIDSVILLE CITY COUNCIL
HELD WEDNESDAY, JUNE 12, 2013 AT 3:00 P.M.
COUNCIL CHAMBERS, CITY HALL
CITY COUNCIL MEMBERS PRESENT:
Mayor James K. Festerman


Mayor Pro-Tem Tom Balsley Councilman Donald L. Gorham


Councilman William Hairston 


Councilman Richard Johnson Councilman Clark Turner


Councilwoman Sherri G. Walker

                                                                         

COUNCIL MEMBERS ABSENT:                      
NONE

CITY STAFF PRESENT:                                    
Michael J. Pearce, City Manager








Angela G. Stadler, CMC, City Clerk








William F. McLeod Jr., City Attorney


Chris Phillips, Assistant City Manager of Administration

Mayor Festerman called the meeting to order.
INVOCATION.

Mayor Festerman recognized Bishop Alphonse Nicholson, Pastor of Holy Trinity Tabernacle, Reidsville, who provided the invocation. The Mayor described the Bishop as a long-time leader in Reidsville’s faith-based community and told the Bishop how much they appreciated him coming today.
PLEDGE OF ALLEGIANCE.

The Council then led in the reciting of the Pledge of Allegiance.
ANNOUNCEMENTS.

Recognition of RAF Interns.

There were no announcements, but Mayor Festerman asked Craig Cardwell, Executive Director of the Reidsville Area Foundation, to introduce his special guests. Cardwell said he had three summer interns with him in the second year of this internship program, which brings natives of Rockingham County back to the area to work for ten weeks, hopefully enticing them to come back here to work when they finish their education. The interns come from Morehead, Rockingham and Reidsville High Schools, he noted. Cardwell then recognized Stacey Robertson, a rising senior at UNC-G; Paul Grant, a rising sophomore at The Citadel; and Megan Jenkins, a former Reidsville High School student, who is a rising junior at Brevard College. All three are doing a great job for us this summer, Cardwell said. He added that the interns are working on a history of the former Belks building which the RAF is currently renovating for its new office space. He said they hope to be in the building by the end of the month. He added that they had learned it was built to be an opera house although it was never used as such. The Mayor jokingly asked the interns to do an evaluation of Cardwell at end of their internship.
RECOGNITIONS:

PROCLAMATION RECOGNIZING “BUCKLE UP FOR SAFETY AND LIVES” WEEK JULY 1-7, 2013.
No one was here to accept the proclamation, which has been endorsed by our Police Chief, the Mayor noted, asking that it be included as part of the minutes this afternoon. (A COPY OF THE PROCLAMATION IS HEREIN INCORPORATED AND MADE A PART OF THESE MINUTES.)
APPROVAL OF CONSENT AGENDA.

Mayor Festerman then turned to the Consent Agenda asking if there were any items to be pulled for discussion. None were offered.

Councilman Turner made the motion, seconded by Councilman Gorham and unanimously approved by Council in a 7-0 vote, to approve the Consent Agenda.

CONSENT AGENDA ITEM NO. 1 -- APPROVAL OF THE MAY 2, 2013 RECESSED MEETING MINUTES AND THE MAY 8, 2013 REGULAR MEETING MINUTES.
With the approval of the Consent Agenda in a 7-0 vote, the Council approved the May 2nd recessed meeting minutes and the May 8th regular meeting minutes.
CONSENT AGENDA ITEM NO. 2 -- APPROVAL OF A RESOLUTION FOR APPROVAL OF LOCAL WATER SUPPLY PLAN.
With the approval of the Consent Agenda in a 7-0 vote, the Council approved the following Resolution:
RESOLUTION FOR APPROVAL OF LOCAL WATER SUPPLY PLAN


WHEREAS, North Carolina General Statute 143-355 (l) requires that each unit of local government that provides public water services or plans to provide such services shall, either individually or together with other such units of local government, prepare and submit a Local Water Supply Plan; and


WHEREAS, as required by the statute and in the interests of sound local planning, a Local Water Supply Plan for the City of Reidsville, has been developed and submitted to the North Carolina Department of Environment and Natural Resources for approval; and


WHEREAS, the North Carolina Department of Environment and Natural Resources finds that the Local Water Supply Plan is in accordance with the provisions of North Carolina General Statute 143-355 (l) and that it will provide appropriate guidance for the future management of water supplies for the City of Reidsville, as well as useful information to the North Carolina Department of Environment and Natural Resources for the development of a state water supply plan as required by statute;


NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Reidsville that the Local Water Supply Plan entitled, City of Reidsville Local Water Supply Plan dated April 25th, 2013, is hereby approved and shall be submitted to the North Carolina Department of Environment and Natural Resources, Division of Water Resources; and


BE IT FUTHER RESOLVED that the City of Reidsville intends that this plan shall be revised to reflect changes in relevant data and projections at least once every five years or as otherwise requested by the Department, in accordance with the statute and sound planning practice.


This the ________ day of June, 2013.








/c/____________________________








    James K. Festerman








    Mayor

ATTEST:

/s/___________________________________

   Angela G. Stadler, CMC/NCCMC

   City Clerk

CONSENT AGENDA ITEM NO. 3 -- APPROVAL OF THE CLOSING OUT OF THE LAKE REIDSVILLE CAPITAL IMPROVEMENT FUND, THE MARKET SQUARE CAPITAL PROJECT FUND AND THE JAYCEE PARK CAPITAL PROJECT FUND WITH THE ACCOMPANYING BUDGET ORDINANCE AMENDMENT NO. 12.
With the approval of the Consent Agenda in a 7-0 vote, the Council approved the following financial documents as explained in Finance Director Chris Phillips’ memo as follows:
MEMORANDUM – CAPITAL PROJECT CLOSE OUTS

To:  Michael J. Pearce, City Manager

From:  Chris Phillips, ACM – Admin/Finance Director

Date:  May 31, 2013

At the end of each fiscal year, capital project funds are considered for close out.  Once the projects are complete, any excess revenue earned is recognized and added to unexpended funds to be transferred back to the fund from which the original funding came.

This year, three capital project funds can be closed:  The Lake Reidsville Capital Improvement Project Fund (Fund 48), The Market Square Capital Project Fund (Fund 59), and the Jaycee Park Capital Project Fund.  

These projects will have residual amounts to be transferred to the General Fund.  These amounts are $220 for the Lake Fund, $1,120 for Market Square and $400 for Jaycee Park.

The three attached Capital Project budget Ordinance Amendments and General Fund Budget Ordinance Amendment # 12 will create the accounts needed to close these funds and to transfer the combined residual amount of $1,740 to the General Fund.

Please let me know if you need any other information.

AMENDMENT TO THE CAPITAL PROJECT ORDINANCE

AUTHORIZING LAKE REIDSVILLE PARK IMPROVEMENTS

WHEREAS, North Carolina General Statute 159-13.2 authorizes the establishment of a Capital Project Fund to account for expenses and revenues that are likely to extend beyond a single fiscal year; and


WHEREAS, it is the desire of the Mayor and the City Council of the City of Reidsville to close the Capital Project Fund established for improvements to Lake Reidsville Park on September 8, 2004;


NOW, THEREFORE, BE IT ORDAINED by the Mayor and the City Council of the City of Reidsville that:


Section 1.
That the following revenue for this project is hereby amended:

48-3831-4910
Increase Interest Earned
 $             120

Section 2.
The following line item of expenditure is hereby established/amended:


48-6130-9957
Reduce Transfer to Jaycee Park Capital Project
($   
100)


48-6130-9910
Create Transfer to General Fund
 $              220


Section 3.
The City Manager is hereby granted all necessary authority to carry out this project, including the approval of payment requests as earned under approved contracts, the acquisition of land, rights–of-way and easements, to approve change orders in each contract, and to transfer funds from the established Contingency Fund to cover such change orders and cost overruns.

This the 12th day of June, 2013






/s/_________________________________







          James K. Festerman









Mayor

ATTEST:

/s/____________________________________


Angela G. Stadler, CMC, City Clerk

AMENDMENT TO THE CAPITAL PROJECT ORDINANCE

AUTHORIZING MARKET SQUARE (FORMERLY KNOWN AS FARMER’S MARKET LOT IMPROVEMENTS)

WHEREAS, North Carolina General Statute 159-13.2 authorizes the establishment of a Capital Project Fund to account for expenses and revenues that are likely to extend beyond a single fiscal year; and


WHEREAS, it is the desire of the Mayor and the City Council of the City of Reidsville to close the Capital Project Fund established for improvements to Market Square on June 14, 2006;


NOW, THEREFORE, BE IT ORDAINED by the Mayor and the City Council of the City of Reidsville that:


Section 1.
The following line items of expenditures are hereby 
amended/established:


59-4920-5800
Reduce Events Structure


($         600)


59-4920-5815
Reduce Intersection Improvements

($         250)


59-4920-5950
Reduce Amenities



($         270)


59-4920-9910
Create Transfer to General Fund

 $      1,120

This the 12th day of June, 2013







/s/_________________________________







          James K. Festerman









Mayor

ATTEST:

/s/____________________________________


Angela G. Stadler, CMC, City Clerk

AMENDMENT TO THE CAPITAL PROJECT ORDINANCE

AUTHORIZING JAYCEE PARK IMPROVEMENTS

WHEREAS, North Carolina General Statute 159-13.2 authorizes the establishment of a Capital Project Fund to account for expenses and revenues that are likely to extend beyond a single fiscal year; and


WHEREAS, it is the desire of the Mayor and the City Council of the City of Reidsville to close the Capital Project Fund established for improvements to Jaycee Park on May 9, 2007;


NOW, THEREFORE, BE IT ORDAINED by the Mayor and the City Council of the City of Reidsville that:


Section 1.
That the following revenues for this project are hereby amended:

57-3831-4910
Increase Interest Earned
 $              170


57-3988-0001
Reduce Transfer from Other Cap Proj Funds
($  
100)

Section 2.
The following line item of expenditure is hereby established:


57-6120-9910
Transfer to General Fund
 $               400


Section 3.
The following line items of expenditures are hereby DECREASED:

57-6120-5800
Architectural Fees
$
30


57-6120-5800
Electrical Work
$
75


57-6120-5800
Tennis Courts
$
30


57-6120-5820
Basketball Courts
$
55


57-6120-5850
Concessions
$
30


57-6120-5940
Construction
$
60


57-6120-9911
Contingency
$
50


Section 4.
The City Manager is hereby granted all necessary authority to carry out this project, including the approval of payment requests as earned under approved contracts, the acquisition of land, rights–of-way and easements, to approve change orders in each contract, and to transfer funds from the established Contingency Fund to cover such change orders and cost overruns.

This the 12th day of June, 2013






/s/__________________________________







          James K. Festerman









Mayor

ATTEST:

/s/____________________________________


Angela G. Stadler, CMC, City Clerk

BUDGET ORDINANCE AMENDMENT NO. 12

     WHEREAS, the Mayor and City Council of the City of Reidsville adopted a budget ordinance on June 13, 2012 which established revenues and authorized expenditures for fiscal year 2012-2013; and

     WHEREAS, since the time of the adoption of said ordinance, it has become necessary to make certain changes in the City's budget to recognize the transfer of residual funds related to the close out of three capital project ordinances;

     NOW, THEREFORE, BE IT ORDAINED, by the Mayor and City Council of the City of Reidsville that the budget ordinance as adopted on June 13, 2012 is hereby amended as follows;

Section 1.  That revenue account number 10-3985-5000, Transfers from Capital Projects, be increased by $1,740.00; that revenue account number 10-3991-0000, Appropriated Fund Balance, be decreased by $1,740.00.

This the 12th day of June, 2013.

                    /s/ _____________________                                        

                         James K. Festerman    

                         Mayor

ATTEST:

/s/____________________________                                   

   Angela G. Stadler, CMC, City Clerk
CONSENT AGENDA ITEM NO. 4 -- APPROVAL OF A YEAR-END BUDGET ORDINANCE AMENDMENT NO. 13 TO CLEANUP ANY SMALL BUDGETARY ITEMS THAT HAVE OCCURRED DURING THE YEAR.
With the approval of the Consent Agenda in a 7-0 vote, the Council approved the following Budget Ordinance Amendment No. 13 as outlined in the Finance Director’s memo as follows:
MEMORANDUM – YEAR END BUDGET CLEAN-UP
To:  Michael J. Pearce, City Manager

From:  Chris Phillips, ACM – Admin/Finance Director

Date:  May 31, 2013

Near the end of each fiscal year, a clean-up amendment is prepared to pick up small budgetary items that have occurred during the year.  These items are collected for one adjustment rather than going to City Council time and again for small amounts.  While the items are small, the related departments depend on being able to use the funds for the purpose given.  

This year the following amounts have been collected and need to be recognized.  The corresponding expense account is also shown below.


[image: image1.emf]Department Grantor Grant Revenue

Police NCLM - Vests 6,850 $     10-3431-8002 3,250 $     10-4311-2120 Uniforms

3,250 $     10-4312-2120 Uniforms

350 $        10-4314-2120 Uniforms

Police State Substance Tax 10,500 $    10-3413-2000 10,500 $    10-4310-2606 Supplies

Police Gov Hwy Safety 4,700 $     10-3431-9005 4,700 $     10-4314-2604 COPS Supplies

Fire Reidsville Area Found. 4,800 $     10-3491-9004 4,800 $     10-4340-5505 Grant Supplies

Recreation Cheerleader Fundraiser 400 $        11-3610-9070 400 $        11-6123-2607 Cheerleaders

Recreation Lake Donations 2,500 $     11-3613-4500 2,500 $     11-6130-2601 Special Events

Recreation Duck Blinds 800 $        11-3613-6600 800 $        11-6130-3530 Duck Blind Imps

Penn House NC Community Found. 1,500 $     10-3834-8500 1,500 $     10-6140-3510 Maintenance

Market Square Reidsville Area Found. 6,000 $     10-3834-8525 6,000 $     10-4940-3500 Marketing

Market Square TDA 3,000 $     10-3834-8525 3,000 $     10-4940-3500 Marketing

Senior Center SHIIP 5,725 $     11-3431-8003 5,725 $     11-6124-1260 Part-time

Total New Revenues 41,175 $    41,175 $    Total New Expenditures

Expenditures


Recognizing these revenues and allocating the funds to be spent will not require any use of unappropriated fund balance.

Thank you for your attention to these items.  City Council approval of the attached Budget Ordinance Amendment # 13 will complete the work needed for this process.

BUDGET ORDINANCE AMENDMENT NO. 13

     WHEREAS, the Mayor and City Council of the City of Reidsville adopted a budget ordinance on June 13, 2012 which established revenues and authorized expenditures for fiscal year 2012-2013; and

     WHEREAS, since the time of the adoption of said ordinance, it has become necessary to make certain changes in the City's budget to recognize receipts of grants and other revenues and to appropriate funds for related expenditures;

     NOW, THEREFORE, BE IT ORDAINED, by the Mayor and City Council of the City of Reidsville that the budget ordinance as adopted on June 13, 2012 is hereby amended as follows;

Section 1.  That revenue account number 10-3431-8002, Department of Justice, be increased by $6,850.00; that revenue account number 10-3413-2000, State Unauthorized Substance Tax, be increased by $10,500.00; that revenue account number 10-3431-9005, Governor’s Highway Safety Program, be increased by $4,700.00; that revenue account number 11-3491-9004, Reidsville Area Foundation, be increased by $4,800.00; that revenue account number 11-3610-9070, Cheerleader Fundraising, be increased by $400.00; that revenue account number 11-3613-4500, Lake Donations, be increased by $2,500.00; that revenue account number 11-3613-6600, Duck Blinds, be increased by $800.00; that revenue account number 11-3834-8525, Penn House Special Revenue, be increased by $1,500.00; that revenue account number 10-3834-8525, Market Square, be increased by $6,000.00; that revenue account number 10-3834-8525, Market Square, be increased by $3,000.00; that revenue account number 11-3431-8003, Senior Center, be increased by $5,725.00.

Section 2. That expense account number 10-4311-2120, Detective Uniforms, be increased by $3,250.00; that expense account number 10-4312-2120, Patrol Uniforms, be increased by $3,250.00; that expense account number 10-4314-2120, COPS Uniforms, be increased by $350.00; that expense account number 10-4310-2606, Supplies, be increased by $10,500.00; that expense account number 10-4314-2604, COPS Supplies, be increased by $4,700.00; that expense account number 10-4340-5505, Fire Equipment, be increased by $4,800.00; that expense account number 11-6123-2607, Cheerleaders, be increased by $400.00; that expense account number 11-6130-2601, Special Events, be increased by $2,500.00; that expense account number 11-6130-3530, Maintenance Duck Blinds, be increased by $800.00; that expense account number 10-6140-3510, Penn House Maintenance, be increased by $1,500.00; that expense account number 10-4940-3500, Marketing, be increased by $9,000.00; that expense account number 11-6124-1260, Senior Center Part-time Salaries, be increased by $5,725.00.

This the 12th day of June, 2013.

                     /s/_____________________                                        

                         James K. Festerman    

                         Mayor

ATTEST:

/s/_____________________                                   

    Angela G. Stadler, CMC

   City Clerk

CONSENT AGENDA ITEM NO. 5 -- APPROVAL OF BUDGET ORDINANCE AMENDMENT NO. 14, WHICH APPROPRIATES FUNDS IN THE DOWNTOWN DISTRICT FUND FOR IMPROVEMENTS TO THE CAMERA AND WIRELESS SYSTEM, INSTALLATION OF ELECTRIC PODS, RECOGNITION OF THE REVENUES FROM THE JOINT WINE FESTIVAL WITH THE CHAMBER OF COMMERCE AND THE PROVISION OF WORKER’S COMPENSATION.
With the approval of the Consent Agenda in a 7-0 vote, the Council approved the following Budget Ordinance Amendment as explained in the City Manager’s memo as follows:
M E M O R A N D U M 
TO:

The Honorable Mayor Festerman and Members of Reidsville City Council

FROM:
Michael J. Pearce, City Manager

SUBJ:
Downtown Improvements

DATE:
June 4, 2013

     At your last budget work session, I discussed with you the need to make some capital improvements downtown: specifically, electric pods for more convenient and effective electric service during our downtown events; replacing the WIFI service downtown; and replacement and repair, as needed, of our downtown security cameras.  This year we also have a one-time workman’s comp expense that was unanticipated when the budget was set last year.  I have attached a Budget Ordinance Amendment that will transfer funds from the Downtown Fund Balance to be used for this purpose.  This fund balance is from unused downtown funds that have accumulated over time.   I think this is a good use for this downtown fund balance rather than a transfer of funds from the General Fund Balance. There will still be a balance of about $20,000 in the Downtown Fund Balance.       

BUDGET ORDINANCE AMENDMENT NO. 14

     WHEREAS, the Mayor and City Council of the City of Reidsville adopted a budget ordinance on June 13, 2012 which established revenues and authorized expenditures for fiscal year 2012-2013; and

     WHEREAS, since the time of the adoption of said ordinance, it has become necessary to make certain changes in the City's budget to appropriate funds in the Downtown District Fund for improvements to the camera and wireless system, in install electric pods, to recognize the joint wine festival with the chamber of commerce and to provide for workers compensation ;

     NOW, THEREFORE, BE IT ORDAINED, by the Mayor and City Council of the City of Reidsville that the budget ordinance as adopted on June 13, 2012 is hereby amended as follows;

Section 1.  That revenue account number 15-3493-1100, Wine Festival, be increased by $16,500.00; that revenue account number 15-3991-1100, Appropriated Fund Balance, be increased by $49,600.00. 

Section 2. That expense account number 15-4930-3706, Wine Festival, be increased by $16,500.00; that expense account number 15-4930-1860, Workers Compensation, be increased by $9,000.00; that expense account number 15-4930-5500, Capital Improvements, be increased by $40,600.00.

This the 12th day of June, 2013.

                     /s/____________________                                        

                         James K. Festerman    

                         Mayor

ATTEST:

/s/____________________                                   

    Angela G. Stadler, CMC

    City Clerk

- End of Consent Agenda -

PUBLIC HEARINGS:
CONSIDERATION OF A PROPOSED OPERATING BUDGET FOR FISCAL YEAR 2013-2014 FOR THE ABC BOARD.
Denise Brady came forward, noting that the ABC Board’s budget had been submitted. She briefly highlighted the various figures detailing sales, operating expenses, distributions, working capital, appropriated fund balance, etc. She reminded Council members that the mortgage for the ABC building has been paid off. She noted that the budget had been available for the public to look at for 10 days and that it had been unanimously passed by their board.

There were no questions of Ms. Brady. The public was opened at 3:09 p.m. and closed at 3:10 p.m. with no one speaking in favor or opposition to the proposed budget.

City Manager Michael Pearce explained that no other action was needed and that the Council was just helping to accommodate the ABC Board’s need for a public hearing on its budget.

CONSIDERATION OF A PROPOSED OPERATING BUDGET FOR FISCAL YEAR 2013-2014 FOR THE CITY OF REIDSVILLE.
City Manager Pearce noted that as City Manager, he also acts as Budget Officer, and in that capacity is presenting Council with a proposed balanced operating budget for 2013-14. The budget has been prepared in accordance with the provisions of General Statute 159-7, the Local Government Budget and Fiscal Control Act. A notice of this public hearing was published in the local newspaper, and the proposed budget was made available in the City Clerk’s Office and at the Reidsville Public Library for the public to view. Today’s hearing will allow them to get more public comment, he added.

Over the last couple of years, the economy has put a damper on revenue sources, but, overall, we are seeing an uptick in revenues that should come to the City, Pearce said. These estimates are based on an expected increase in the tax base as well as changes in how the State will be collecting vehicle tax, he explained. With an extra four months of vehicle taxes being collected, there will be extra taxes coming to City, he said, also pointing to a 7.2% increase in the tax base and an increase in sales tax by 4.4%. He said we should be able to maintain service levels as we have in past. He noted that this is a very conservative budget in which we held the line by keeping the services we have. Pearce said he was thankful that all of the department heads came to him with very responsible budgets. 

Revenue projections are coming in lower although we are expecting an increase in ad valorem taxes, the City Manager informed Council. We do expect to see a 1.1% decrease in General Fund revenues and 11.9% decrease in the Parks and Recreation Fund, he said, compared to last year’s amended budget. He noted that this decrease is partially due to receiving grant funds late and fund balance transfers, but still we expect to see an increase in ad valorem and sales taxes. 

Pearce stressed that this budget is a financial plan, which reflects discussions with the Council. He said this is the sixth time we’ve discussed this budget altogether. He noted that five times previously, he and Council had gotten together to work on the proposed budget.

Challenges before us are noted in the budget message and incorporated into the Resolution of Understandings, Pearce told Council. Those challenges include the senior center for which property was purchased last year and an architect was obtained, he noted, adding that we are looking for partners to help us with the revenues to pay off the mortgage as we go forward with that project. He said a long-term loan from the USDA to support this project is hoped for, but he said he did not have any final costs for Council as of yet. Construction could start this budget year, but the first payment toward our loan obligation wouldn’t be due until Fiscal Year 2015.  He said Council won’t see a lot of information about that currently until staff is ready to bring bids, etc. to them.

Pearce said he had talked with Council at length about improvements at the Wastewater Treatment Plant and the Water Treatment Plant, having already hired CDM Engineering. He said they have been working fast to bring about those improvements here, including $3.4 million at the Water Treatment Plant through bonds from the Enterprise Fund. Funds were also borrowed to pay for the spillway repairs, he said. He added that he would be bringing more information about that as we get closer to the start of the project. Improvements at the Wastewater Treatment Plant have been discussed in the past, noting that the cost is expected to be about $14 million. The City has been approved to secure a $13.8 million loan at 0% interest from the State for 20 years, which makes the project a lot more affordable, Pearce noted. The dewatering improvements at the plant will help us with sludge removal costs as well, he said.

Looking at the City’s Water Distribution System, the City Manager reminded Council members that we finished the uni-directional flushing program last week. Next is the replacement of water and sewer lines throughout the City, he said, noting that $1 million a year is planned to go toward the replacement of those lines over the next 50 years before we start all over again.  
Pearce then discussed the concept of “Rethinking Government” whereby as employees leave the City’s service, we look at different ways we can manage the City, incorporating ideas to make us more effective and efficient. He gave as an example the restructuring at the Police Department where it becomes less top heavy in order to get more officers out on the street. He said these are the types of things we are going to keep on doing.  Another challenge will result from the 911 Call Center, a $7.8 million project which holds its groundbreaking next month, he said. The City must decide in the coming year as these three areas are merged into one center how it will handle non-emergency calls from our citizens, he noted. 

With the City’s new Employee Wellness Program, this is an ongoing project with a part-time wellness coach provided through our Third Party Administrator, Primary Physician Care, to help employees to be healthier, thereby, saving monies in our Insurance Reserve Fund in the future. He explained that monies for our Health Coach come through the Reserve Fund.

Pearce said he wouldn’t go over the expenditures in this budget in detail unless the Council wants him to; however, he noted in the Resolution of Understandings (ROU) that the last payment for the fire pumper truck will be paid this year. We need to replace our ladder truck, which is over 15 years old, he noted, adding that it takes a year after ordering to get the truck. The Council has given him the authority as stated in the ROU to order the truck this fiscal year in January but the truck won’t show up until FY15, at which time the first payment is due. Mayor Festerman stated that in the past, the City has piggybacked on the purchases of other departments to get a better rate, which Pearce said he would keep in mind. 

The City Manager said that other highlights of the budget is that the tax rate will remain at 71 cents; the Council has already approved a 1.5% increase in water rates in January and another one in July; personnel levels will stay at 175; there will be no change in benefits for employees with the City paying the already authorized increase in premiums of $56 per person; and no Fund Balance appropriation to balance the budget was made; all employees except for the City Manager whose rate will be determined at a later date will receive a 2.5% salary increase after January 1.
Pearce said he is recommending approval of the Budget Ordinance and Resolution of Understandings, which can be done in one motion as done in the past. He thanked Council for their support and thanked the department heads for all the work they had done on the budget, especially Assistant City Manager Chris Phillips and Director of Human Resources Terri Stamey.

The Mayor asked if any Council members had any questions or comments? None were offered.

Mayor Festerman said he has made himself perfectly clear that this was the perfect time for a tax decrease of four cents. He noted that he put it out there and got no traction. He said he understands that, and he told City Manager Pearce he appreciates how he and Finance Director Chris Phillips responded to his concerns. He stressed that towns and communities that are growing are those where they are cutting taxes. The Mayor said that people are struggling, and he suggested the tax decrease could be done in combination: bumping up revenues and getting into the Fund Balance a little bit. He asked where do we stand with the State? 

Pearce stated that the House might vote and the City could receive an additional $194,000 (in Hold Harmless funding) possibly. However, he noted that we already feels we are “out there” in projecting revenues and passing a budget on things that might happen, scares him. He said he would be talking during the City Manager’s Report of problems in our insurance fund and the need to transfer $250,000.  With these new concerns that we have in our self-insurance fund, if we get $194,000, it should help pay off the problem we are already having.

Mayor Festerman noted that 2.5 cents on our tax rate represents $190,000, which Pearce said was closer to 2 cents. The City Manager said he would be coming to Council during his report asking them to spend $250,000 for the insurance fund. He briefly noted that the State’s tax reform budget may have considerable impact on local budgets, including the loss of privilege licenses, a provision where Hold Harmless monies might not be returned, etc. He said right now the Legislature is all over the board with its current tax reform bills. He said the League has estimated that by Fiscal Year 2018, we will need a 4.7-cent increase just to keep up with what we have now. He said it is a scary time and we might be back next year asking for a much larger increase. Pearce told Council we don’t want to have that “yo-yo effect” with our taxes, and he doesn’t want a decrease on the backs of our employees and capital equipment needs. He told the Mayor we’re just going to disagree about that. The Mayor said it is not the first time, but he said they could remain agreeable although he is disappointed.

Mayor Festerman asked if there were any other comments? Councilman Gorham said the main reason he disagrees with a tax decrease is he was concerned that we give a benefit, then have to take it away or maybe, have to go higher. Mayor Festerman said we have to deal with the reality of what we have on the table and that he doesn’t mind being bold. Pearce said concerns have been raised in the past by Council about the Fund Balance going down so we have been trying to raise it back up. He said it sounds like a lot of money, but we don’t want to go below 24% by decreasing taxes right now and we might be challenging that. The Mayor noted that the Local Government Commission said we must have 8%, and we are way above that. 

Mayor Festerman opened the public hearing at 3:33 p.m. asking if anyone wanted to speak in favor of the proposed budget? No one came forward. He asked if anyone wished to speak in opposition? No one came forward, and the public hearing ended at 3:34 p.m.
-- End of Public Hearings --
CONSIDERATION OF THE ADOPTION OF THE BUDGET ORDINANCE FOR FISCAL YEAR 2013-2014 AND THE RESOLUTION OF UNDERSTANDINGS ACCOMPANYING THE BUDGET ADOPTION. 
It was noted that the Budget Ordinance and the Resolution of Understandings could be approved in one motion.

Mayor Pro Tem Balsley made the motion, seconded by Councilman Turner, to approve the budget. The motion passed in a 6-1 vote with Mayor Festerman voting in opposition.

The Budget Ordinance as approved follows:

AN ORDINANCE ESTABLISHING REVENUES

AND AUTHORIZING EXPENDITURES

FOR FISCAL YEAR 2013-2014

FOR THE CITY OF REIDSVILLE

WHEREAS,
the City Council of the City of Reidsville has prepared an operating budget for the City of Reidsville in compliance with Article 3, Chapter 159-7 of the General Statutes of the State of North Carolina, otherwise titled the Local Government Budget and Fiscal Control Act; and

WHEREAS,
after a public hearing on said budget at 3:00 p.m. on June 12, 2013, and after receiving public comment, it is now the desire of the Mayor and City Council to adopt said budget;

NOW, THEREFORE BE IT ORDAINED, by the Mayor and City Council of the City of Reidsville that:

Section 1. 
The following revenues are hereby established for the operation of the

City of Reidsville and its activities for Fiscal Year 2013-2014:

General Fund Revenues

2013 Property Taxes
$7,932,400

State-Shared Revenues
4,455,000

Transfer from Water Fund
248,700

Interest Earned
40,000

Charges to Other Funds
1,255,000

Landfill Fees
330,000

ABC Revenue
65,000

Other Revenue
  963,600

Sub-total                                                                                      15,289,700

Recreation Fund Revenues

Concessions

$11,100

Lake Reidsville Camping

80,000

Lake Reidsville Gate Receipts

40,000

Grant Revenue

 10,000

Transfer from General Fund

  961,550

Other Revenues

 88,100

Sub-total                                                                                      $1,190,750


Downtown Corporation Revenues


2013 Downtown District Taxes

$35,000


Transfer from General Fund

72,000


Rental Income

5,600


Fundraisers

27,500


Festival Income

25,000


Sub-total

$165,100


Fund for 911 Fees


911 Charges

$100,000


Sub-total

$100,000


Water Fund Revenues


Water Sales

$3,152,500


Interest Earned

 10,000


Transfer from Sewer Fund

90,000


Other Revenue

141,000


Sub-total               $3,393,500

Sewer Fund Revenues


Treatment Charges

$4,500,000


Interest Earned

10,000


Other Revenue
                                   104,000


Sub-total               $4,614,000


Police Separation Trust Fund


Transfer from General Fund

$102,850


Fund Balance Appropriated

95,450



Sub-total                  $198,300


Internal Service (Garage) Fund Revenues


Garage Fees

$515,350


Sub-total

$515,350


Insurance Reserve Fund


Workers’ Comp Revenue

$236,200


Insurance Revenue

156,200


Sub-total

$392,400







     Less Interfund Transfers   ($3,637,850)



Total
                $22,221,250

Section 2. 
The following expenditure totals are hereby authorized for the City of

Reidsville and its activities for Fiscal Year 2013-2014:

General Fund Expenses

Governing Board
$243,350

Administration
425,300

Personnel
239,200

Public Works Administration
238,100

Community Appearance
 14,500

Finance
715,250

Information Technology
289,650

Public Buildings & Grounds
208,500

Police Administration
873,000

Police Detective Division
881,700

Police Patrol Division
2,126,050

Police Community Policing Division
545,800

Fire
2,011,800

Code Enforcement
246,750

Street
2,119,200

Solid Waste Management
1,538,800

Cemetery
97,000

Planning
274,700

Economic Development
414,100

Community Affairs
1,092,850

Marketing
111,400

Penn House
205,300

Engineering Services
357,400

Sub-total                         
                           $15,269,700

Recreation Fund Expenses

Administration
$147,700

Facilities
268,800

Teen Center
71,500

Athletics & Other Programs
273,300

Senior Citizens’ Center
113,900

Lake Reidsville
318,200

Lake Hunt
17,350


Sub-total                                                                                      $1,210,750

Downtown Corporation Fund Expenses


$165,100

Fund for 911 Fees


$100,000

Combined Enterprise Fund

Water Administration

$943,700

Meter Reading

192,500

Water Plant

1,147,800

Water Distribution System

1,121,900

Park Ranger

83,800

Sewer Administration

1,076,900

Waste Water Treatment Plant

2,356,000

Sewer Collection System

1,084,900

Sub-total           $8,007,500

Police Separation Trust Fund


$198,300

Internal Service (Garage) Fund


$515,350

Insurance Reserve Fund


$392,400

Less Interfund Transfers   ($3,637,850)




Total
$22,221,250

Section 3. 
There is hereby levied a tax at the rate of $.71 per one hundred dollar ($100) valuation of property as listed as of January 1, 2013 for the purpose of raising the revenue listed as “2013 Property Taxes” in the General Fund revenues of this ordinance.  This rate is based on an estimated total valuation of property for the purpose of taxation of $1,131,141,500 and an estimated collection rate of 97.09%.

Section 4.
There is hereby levied a special tax on the property in the downtown tax district of $.25 per one hundred dollar ($100) valuation for the purposes of revenue listed as “2013 Downtown District Taxes” in the Downtown Corporation Fund revenues of this ordinance.

Section 5.
The water rates will increase by 1.5% on July 1, 2013 and another 1.5% on January 1, 2014.

Section 6.
The sewer rates will increase by 1.5% on July 1, 2013 and another 1.5% on January 1, 2014.

Section 7.
The monthly landfill tipping fee currently in effect will remain unchanged.

Section 8.
The City Manager, as chief administrative officer and as budget officer, shall be authorized to carry out the activities as approved in this adopted annual budget in accordance with all applicable state and local laws, ordinances and regulations.

Adopted this the 12th day of June, 2013.






/s/_________________________________






         
       James K. Festerman







                 Mayor          

ATTEST:

/s/_______________________________________

                 Angela G. Stadler, CMC

                           City Clerk

The Resolution of Understandings as approved follows:

RESOLUTION OF UNDERSTANDINGS

ACCOMPANYING THE BUDGET ADOPTION

FOR FISCAL YEAR 2013-2014


WHEREAS, the City Council of the City of Reidsville has adopted an annual operating budget for Fiscal Year 2013-2014, which raises revenues and authorizes expenditures for the operation of the City; and,


WHEREAS, during deliberations on said budget, certain understandings were reached concerning the operation of the City and it is the intention of the Mayor and City Council to outline those understandings;


NOW, THEREFORE, BE IT RESOLVED by the Mayor and City Council of the City of Reidsville that the following understandings are hereby defined:

(1) Unfunded or Underfunded Needs – It is recognized that this budget does not include funding for costs associated with the construction and improvements to both the Water Treatment Plant and Wastewater Treatment Plant. Funds are also not included for the construction of a Senior Center.  Finally, due to the possibility of higher than normal gas prices, a contingency line item has been included for the City Manager to distribute to departments on an “as needed” basis; however, it still may be necessary for Council to allocate more funds for gasoline should the price exceed this budget’s estimates.

(2) Combined Enterprise Funds – It is recognized that during and after the construction of the Water Treatment Plant and Wastewater Treatment Plant, the funds from the various water and sewer departments are to be considered one combined Enterprise Fund and that the City Manager is authorized to move funds as necessary within the Enterprise Fund in the same manner as in the General Fund.  As with the General Fund, if it becomes necessary to move funds from one department to another within the Enterprise Fund, the City Manager will notify City Council at its next regularly scheduled meeting.  

(3) Community Pool – The City remains committed to the Reidsville Community Pool and funds have been included in this budget for the operation and maintenance of the facility as outlined in the Community Swimming Pool Agreement dated September 15, 1995 and modified on February 15, 1996.  $20,000 has also been included in the budget for one half of the expected deficit as has been paid in past years.  It is agreed that City staff will engage in a dialogue with staff from the YMCA and the RCPA on how the operating deficit can be lowered and how the Reidsville Parks and Recreation Department can utilize the pool to a greater degree.  It may be necessary for the City to provide further funding to meet the City’s obligation to the operational deficit at the Community Pool. 

(4) City Employment – City employment is to be maintained at the current level of 175 full-time positions.  Benefits currently existing for full-time employees and retirees will remain unchanged.  

(5) Performance-Based Pay Program – The City’s Performance-Based Pay Program is suspended for Fiscal Year 2013-2014.  However, salary increases promised as a result of promotion and those promised as a result of accomplishments of steps in career ladders in the Police Department and Public Works Department will be honored. 

(6)
Pay and Classification Study – There are funds included in this budget for a pay and classification study for all of our full-time positions in the Police Department.  It is anticipated that pay and classification studies of Public Works, Fire Department, Parks and Recreation and other departments and divisions will happen over the next two fiscal years.

(7)
Cost of Living Adjustment – This budget does include funding for a 2.5% increase in pay for all full-time employees effective January 1, 2014. 

(8)
Mid-Year Possibilities - City staff will control expenses to the extent possible; however, it may be necessary to revisit some of the expenditures during the fiscal year depending on economic conditions and physical events outside the control of the departments. Generally it is understood by Council that more revisiting of budget items in mid-year may be necessary because of the continued steps taken to balance the budget this year. 

(9)
Capital Purchases – There are limited capital expenditures in this budget, some of which are paid entirely out of this budget for FY 14 and some of which are to be financed for 5 to 7 years.  It is agreed that the Fire Department will order a ladder truck during FY14, which will be delivered in FY 15 and financed for at least 10 years, the first payment due in FY 15. 

.  

(10)
Health Insurance Rates – Group health and dental insurance premiums for dependents will remain the same as established by City Council in April, 2010. Rates paid by the City for employees and retirees were increased for the plan year by $56 in order to reduce the amount of additional unfunded liability accepted by the City Council to $367,000.00 if necessary.

(11)
Wellness Program – The City Council has agreed to participate in a wellness program for City employees, retirees and covered dependents.  Funding for this is included in this budget from both the General Fund and from the Insurance Reserve Fund

This the 12th day of June, 2013.







/s/__________________________________








James K. Festerman, Mayor

ATTEST:

/s/_______________________________________

    Angela G. Stadler, CMC/NCCMC, City Clerk

PRESENTATION ON THE ROCKINGHAM COUNTY PATHWAYS TRAIL PLAN AND ADOPTION OF ACCOMPANYING RESOLUTION. 
Jesse Day, Regional Planner for the Piedmont Triad Regional Council, came forward, stating his credentials. He also recognized Craig Cardwell and the Reidsville Area Foundation for their help from the beginning of this process on the Rockingham County Pathways Plan; Kevin Moore, who is on the Steering Committee; and Donna Setliff from the City for their involvement.

Day cited reasons to move forward with these off-road trails for physical activity, including statistics that show that 33% of Rockingham County’s population is overweight, which is above the State average of 29%. The plan attempts to achieve several goals, among them that these trails would help address physical activity and health, he noted, adding that a goal is to expand recreational activities and improve access. He said that homebuilders are finding more homebuyers want trails where they buy. These trails can help protect open space and the natural environment, such as the waterways, while also supporting economic development and quality of life amenities, Day said.
Noting we have a great greenways system here, Day read survey responses from those who use the area trails. A third of the responses show that users are coming from two miles away while others are coming further. Forty percent use the trails three times a week. Seventy-five percent use them for health and exercise, he said, noting that the goal of the trailways plan is to provide more opportunities for people to get in physical activities. He said that this plan is for the entire County, adding that the trailways plan has already received the support from the Town of Stoneville, Mayodan and Wentworth. Day said he is going to the County for its approval next month. Among the things they will be looking at is policies when extending sewer lines and utilities, adding public access easements as they are built out; conservation easements around waterways to allow future trails to be built; bridges that are built so that they can be enhanced; shoulders included to make roadways safer; expanding a “Friends of Trails” group so that there is someone to address maintenance and security issues, cleanup days, public-private partnership, etc. Day said the Dan River Basin Association has helped move forward trails in the Wentworth area. He referenced the executive summary that is in the Council members’ packets and noted he had left a larger map of the proposed trails. (A COPY OF THIS HANDOUT IS HEREIN INCORPORATED AND MADE A PART OF THESE MINUTES, ALONG WITH THE MAP.) A section of the trail in the pilot project connects down to Lake Reidsville, he said. Day stated that the strategic direction is to tie in to the State trails system. He explained that there is a landowner on the steering committee, and the route was modified based on his concerns. The planner stressed that they are trying to be amenable to that and that all of these trail segments are being acquired with landowner approval and discussion – not with eminent domain. Day said they are not seeking a lot of public support right now but rather asking for support of the concept of the trails. He noted that more and more applicants for grants are asking for trails. He said the Resolution Council has before it today will help them to seek grants but again, he stressed they will not be seeking eminent domain but will be working with landowners.
Mayor Festerman told Day he had alleviated some of his concerns with this resolution. He said he had been most concerned about the possibility of the trails going across the land of those landowners who didn’t wish them to.
Councilwoman Walker asked Day if he had anything about how such trails might increase tourism. Day said NC State had done a study which showed a two-fold to three-fold increase in development after trails were created closer to homes although he said these numbers were probably pre-recession. He said a Colorado survey done in 2010 showed $6 in benefits there. Councilwoman Walker said that we are proud of our City and want to share it with people.
Mayor Festerman said he would like to give anyone who might want to speak in favor or in opposition the opportunity to speak. 
Mr. Kevin Moore of 228 Fairfield Road, Reidsville, outside the City limits off of McCoy Road, came forward to say he was in favor of the trails. A district watershed conservationist, Moore said he had originally had a lot of concerns. He talked of how the ways people moved through communities have changed in the past 25 years. He said as times has gone on, he has had the opportunity to do some traveling, usually on a bicycle. The littering, vandalism and other problems associated with public trails we find here they don’t have in Europe. He talked of the trails in Europe and the effect of the cycling component of tourism, which is a $40 billion moneymaker.  He noted that people are pretty fit over there as well. He said he believes it will be a wonderful thing for Rockingham County, adding that the signs will be neat, clean and tidy and these will be nice trails without any riff-raff.
Mr. Craig Cardwell of 2008 Carpenter Drive, Executive Director of the Reidsville Area Foundation, said his organization had provided a lot of money to the Dan River Basin to fund the master plan. He said RAF found itself involved in trails all over the County. These trails impact fitness, they are accessible and people don’t need to be a member of a club to use them. Another major part of it, he said, is economic development. Areas of countries with extensive pathways are typically the ones with successful job creation and recruitment. Greensboro has a huge trail system, which is a large component of their economic development, he pointed out. He referenced several pilot trail segments that are ready to be built throughout the County. He noted that this master plan is an opportunity to work towards the development of these trails, which will help impact recruitment of companies to our area. One thing companies look at is the area’s obesity rate, which is extremely important as a quality of life issue. Cardwell noted that especially high tech companies look at the amenities offered in the area, such as health care, education, etc. You can’t just compete in one area, he noted, adding that Rockingham County is among the bottom 24 counties in a lot of these measures, many of which are related to County health rankings. Mayor Festerman noted it also affects health insurance rates as well. Cardwell noted that Colorado is one of the healthiest states and continues to dominate in economic development as well. He added that we don’t choose the game, but we do decide whether we get to play or not.
Ms. Jennifer Edwards, 2205 New Garden Road, Apt 304, Greensboro, came forward. She explained that she works with the Dan River Basin Association. When she and her family moved to the area, they considered recreational opportunities. She said she is very interested in moving to Rockingham County. She said she wanted to make clear that the Association is a 501c nonprofit which wants to be perceived as a good citizen in this County. She stressed that they want to make sure that landowners are all for these trails. She noted that things can change, but her organization cannot use eminent domain for trails.

Mr. Richard Ratliff of Lawndale Drive, Reidsville, told Mr. Day that he thought he has a very good plan, but he thought the trail should include an obstacle course. Having gained 56 pounds since he moved here, he said he felt the plan was a great idea.

Mr. Douglas Astin of 512Merrick Street, Reidsville, said he was originally from Danville, Virginia, and the best money spent over the line is the Dan Daniel Park and Riverwalk Trail. He noted that he sees people from Rockingham County over there. While there, people are spending money so it’s 100% a “win-win” situation.

The Mayor thanked Council members for allowing him to take liberties and letting people speak. He thanked the speakers for their comments.


Councilman Turner made the motion, seconded by Councilman Johnson and unanimously approved by Council in a 7-0 vote, to endorse this resolution and support the trails in Rockingham County.

The Resolution as approved follows:
RESOLUTION

IN SUPPORT OF PATHWAYS TRAIL PLAN FOR ROCKINGHAM COUNTY COMMUNITIES

WHEREAS, the Piedmont Triad Regional Council and the Dan River Basin Association convened a stakeholder group representing diverse interests to guide and inform the planning process,

WHEREAS, multiple public meetings were held for comment during development of the Pathways plan for recreational trails and greenways,

WHEREAS, trails and greenways link people to the outdoors; improve community health and quality of life; attract visitors, new residents and businesses; and offer alternative transportation options; and,

WHEREAS, the benefits of trails are well-known and a number of state, federal and private trail funding sources are available to meet needs associated with aging, youth fitness, education, transportation, fit communities, and other needs; and,

WHEREAS, trails and greenways need to be coordinated and planned as part of a larger regional strategy to stimulate economic growth and promote healthy communities; and,

WHEREAS, it is well-understood that building a trail system is a long-term undertaking, and segments will emerge over time, and modifications will be made as circumstances dictate; and,

WHEREAS, when funds become available to build trails, property would be acquired only voluntarily from willing landowners and no condemnation will be used; and,

WHEREAS, adoption of the Rockingham County Pathways Plan does not imply a commitment of funding by local governments for implementing the trails described therein. 

NOW, THEREFORE BE IT RESOLVED that the City of Reidsville Council adopts the Rockingham County Pathways Plan. 

This the ____  day of _______, 2013.

/s/_______________________________________________

JAMES FESTERMAN, MAYOR

CITY OF REIDSVILLE

ATTEST:

/s/_____________________________

    Angela Stadler, City Clerk





(SEAL)

CONSIDERATION OF BOARDS AND COMMISSION APPOINTMENTS. 

City Manager Pearce distributed the Board and Commission ballots. Mayor Festerman noted that these openings are posted on the City website, and he encouraged people to volunteer and make Reidsville a better place. He thanked Craig Cardwell for bringing these fine people to the meeting today, noting it was a good career choice. He offered them the chance to visit with Pearce or any of his staff members.
PUBLIC COMMENTS.
Suggestion for Downtown Roundabout.

Mr. Douglas Astin of 512 Merrick Street, Reidsville, came before Council with what he described as a suggestion to add to the beauty of our already beautiful City of Reidsville. He said when it is officially decided that there will be no statues and we get tired of the Christmas tree, he would suggest a fountain like that found in the front of the north tower at Moses Cone Hospital be placed in the Morehead/Scales Street roundabout. He presented a drawing of it. He said this could cut down on operational waste and cost to put in a fountain of this type, along with a lighted flagpole. It could be an American Veterans Memorial Fountain recognizing all veterans, past, present and future. He said he had prepared a contact sheet of the person at Moses Cone who spearheaded this project. He left it with the Mayor and asked the Council to consider this option. Mayor Festerman said about an hour ago, he had talked about a possible fountain with the City Manager. Mr. Astin said he had left a message previously with the City Manager about his suggestion.

Speed Bumper for Cambridge Area Sought.

Rev. Alphonse Nicholson, came forward, saying he was representing the Cambridge neighborhood in Reidsville. He said he came before the City Council in 2011 to ask for the same thing. He said they are concerned about the safety of the children and the elderly in the neighborhood and asked that the Council put speed bumpers there, especially on Ballymena Drive. He said they are asking for four speed bumpers to slow people down. He said they now have extra young people out there and would really appreciate it if Council would take it under consideration. He also asked that they have a police officer come out there more often to check on these speeders, adding that two children almost got hit in the past week. Mayor Festerman said the Council would take it under advisement and said the City Manager will talk with police.

CITY MANAGER’S REPORT.
Uni-directional flushing.

City Manager Pearce informed Council members that uni-directional flushing of the water lines ended last week. He recognized staff members Kevin Eason, Richard Vaughn, Donna Setliff and Angela Stadler for their work on the project. He noted that there had been a few hiccups, but everything had been handled smoothly. He said he didn’t get a single complaint.

Insurance Fund.

Pearce explained as a self-insurer, we calculate what we expect the claims to be and our maximum liability. He noted that, unfortunately, we have had a lot of bad claims and unfortunate illnesses. He said staff is required to come back to Council if additional money is needed. With large claims that have been received recently, we need to transfer $250,000 from the Fund Balance to the Insurance Fund, the City Manager noted. He listed the items found on page 2 of Assistant City Manager of Administration/Finance Director Chris Phillips’ memo, which follows:
MEMORANDUM – SELF INSURANCE FUND
To:  Michael J. Pearce, City Manager

From:  Chris Phillips, ACM – Admin/Finance Director

Date:  June 11, 2013

The City of Reidsville (the “City”), is self insured for health and dental insurance.  The insurance plan year runs from May 1 to April 30 each year.  One of the first annual budget steps is to present the insurance plan to the City Council and to set rates for the insurance year.  During this discussion each year, the amount raised through premiums paid by the City and by the employees for dependent coverage is compared to expected claims and maximum claims.  In recent years, the City has generated premiums to cover expected claims and the difference between expected and maximum has been presented as a possible need.  If the plan had a bad year, the City Council may be asked to cover the losses of the plan.  In addition, authority has been granted to borrow up to $300,000 from the General Fund as needed.

The last couple of years have been some of the worst years for the insurance plan.  The self insurance fund ended the last fiscal year in a deficit position of $262,724, within the $300,000 loan limit of the General Fund.  With the results of Health Care Reform unknown, the plan was to keep the City’s insurance as is with premium increases as needed to cover expected claims until it was more clear if major changes would be required.  This plan would leave the fund in a holding pattern for a short time.

Unfortunately, the claims for the insurance plan year that ended April 30, 2013 exceeded expected claims by $320,000.  Maximum claims were estimated to be $420,000 more than expected.  The City contracts for stop/loss insurance to assist with large claims.  There must first be several large claims (exceeding $45,000) and then those claims together must exceed an aggregate amount before any reinsurance proceeds are paid.  While there were large claims posted in the insurance year, the aggregate was not met; therefore, no reinsurance will be collected for the plan year.

In addition, the City’s 2012-2013 fiscal year also includes the first two months of the next plan year, May and June.  May of 2013 was one of the worst months the plan has ever seen, resulting in a loss of $180,000.  Starting out the next plan year on such a bad note will most likely mean that there will be reinsurance proceeds for the plan year, but those will not be received in time to help with this fiscal year close out.
In total, the Self Insurance Fund is expected to end the 2012-2013 fiscal year in a deficit position of $500,000.  To cover this situation, transfers of $250,000 are requested along with another $250,000 to be loaned from the General Fund.  The $250,000 transfer will be allocated from the fund balance of the following funds, based on the number of employees in each fund:




[image: image2.emf]General Fund 217,500 $ 

Parks & Recreation 12,500 $   

Down Town District 1,250 $      

Water Fund 12,500 $   

Sewer Fund 6,250 $      

   Total 250,000 $ 


The insurance fund will continue to be monitored going forward.   Although May was a horrible month, hopefully claims will still be closer to the expected claims that were used to calculate premiums.  In addition, some relief will most likely be received from reinsurance.  As the time comes to renew the health insurance in the spring of 2014, all options will be considered.  At that time more will be known about health care reform.  Major changes in the City’s plan may need to be made to comply with new laws and to maintain the integrity of the fund as well.

Please let me know if further information is needed. (END OF MEMO)
Pearce said Phillips did a good job outlining the situation in his memo. Phillips is on hand to answer any questions you have. Phillips said we do apologize coming to you at the last meeting of the fiscal year, but the bottom fell out in May with it being one of the worst months we’ve ever had while being self insured. Hopefully, in six months’ time, we can transfer some of this money back, he added.

In response to a question from the Mayor, Pearce said the claims have run the gamut. According to the insurance provider, you usually have two good years and one bad, but we’ve had three bad years in a row, he said. May to April is our plan year, he noted, adding the need to get into re-insurance. He said we didn’t get into reinsurance last year; none of the claims were high enough for the stop loss policy. Councilwoman Walker said we are due for some good years.

Assistant City Manager Phillips explained that the City has been self insured for 15 years. He noted that we started at $0 in the insurance reserves but added to it. At one time, we had $1 million in reserves, he said, but now we need to prop it up. He said this is not the first time it has been propped up. As he had discussed with Council in the March and April budget work sessions, we are not sure about the effects of health care reform, Phillips said. We are going to have to make some changes, he said, but we don’t know what they are. There will be changes we will need to make and some we will be forced to make, he continued. He added that we had hoped we could tread water in this current situation, but we were in worse shape than we thought.

Mayor Festerman noted that with the ability to transfer $250,000 and the $250,000 loan, it is actually half a million dollars. Staff noted that several years ago, Council gave them the authority to borrow up to $300,000. The Mayor asked what is the budgeted amount for claims? Phillips said that $1.4 million was budgeted for, but actual claims were $1.7 million. The Insurance Fund ended in a negative position last year. Now we have to go to Fund Balance for support, he said.

Councilman Gorham made the motion, seconded by Councilman Hairston and unanimously approved by Council in a 7-0 vote, to approve Budget Ordinance Amendment No. 15.

The Budget Ordinance Amendment as approved follows:
BUDGET ORDINANCE AMENDMENT NO. 15

     WHEREAS, the Mayor and City Council of the City of Reidsville adopted a budget ordinance on June 13, 2012 which established revenues and authorized expenditures for fiscal year 2012-2013; and

     WHEREAS, since the time of the adoption of said ordinance, it has become necessary to make certain changes in the City's budget to transfer funds to the Self Insurance Fund;

     NOW, THEREFORE, BE IT ORDAINED, by the Mayor and City Council of the City of Reidsville that the budget ordinance as adopted on June 13, 2012 is hereby amended as follows;

Section 1.  That revenue account number 10-3991-0000, General Fund Appropriated Fund Balance, be increased by $217,500.00; that revenue account number 11-3991-0000, Parks and Recreation Fund Appropriated Fund Balance, be increased by $12,500.00; that revenue account number 15-3991-0000, Down Town District Fund Appropriated Fund Balance, be increased by $1,250.00; that revenue account number 61-3991-0000, Water Fund Appropriated Fund Balance, be increased by $12,500.00; that revenue account number 62-3991-0000, Sewer Fund Appropriated Fund Balance, be increased by $6,250.00; that revenue account number 85-3987-0000, Transfer In from Other Funds, be increased by $250,000.00. 

Section 2. That expense account number 10-4110-1832, Transfer to Self Insurance, be increased by $217,500.00; that expense account number 11-4110-1832, Transfer to Self Insurance, be increased by $12,500.00; that expense account number 15-4110-1832, Transfer to Self Insurance, be increased by $1,250.00; that expense account number 61-4120-1832, Transfer to Self Insurance, be increased by $12,500.00; that expense account number 62-4120-1832, Transfer to Self Insurance, be increased by $6,250.00; that expense account number 85-4200-4400, Excess Medical Ins Claims, be increased by $250,000.00.

This the 12th day of June, 2013.

                      /s/_____________________                                        

                         James K. Festerman    

                         Mayor

ATTEST:

/s/ _____________________                                   

    Angela G. Stadler, CMC

   City Clerk

Subordination of Deed of Trust for 114 W. Morehead Street.
City Manager Pearce reminded Council members that several months ago, they had agreed to sell 114 West Morehead Street to Pelham Transportation, which gave the City $29,000 in cash. The City agreed, in turn, to excuse up to $136,000 if the same value in improvements were made within one year. The DeJournettes have asked the City Attorney if their Deed of Trust can be subordinated so that they can get independent financing of $124,000. The City would be subordinated to the second position on the Deed of Trust, Pearce said, adding that he is recommending the Council do that. He said this is exactly what we wanted to happen so that we could execute that part of the agreement.

Councilman Gorham made the motion, seconded by Councilwoman Walker and unanimously approved by Council in a 7-0 vote, to approve the subordination of the Deed of Trust to Wells Fargo.

The accompanying Resolution as approved follows:

RESOLUTION

SUBORDINATING THE DEED OF TRUST FOR 

THE FORMER EMS BUILDING


WHEREAS, the City of Reidsville has sold the former EMS Building to Pelham Transportation Corporation, which plans to renovate the building located at 114 West Morehead Street into commercial and residential space; and,


WHEREAS, the City did execute a deed of trust against this property in the amount of $136,000; and,


WHEREAS, Pelham Transportation Corporation has secured financing from the Wells Fargo Bank, NA, in the amount of $124,000 for said renovations contingent upon the City of Reidsville subordinating its deed of trust to allow the Wells Fargo Bank, NA, to be the first mortgagee on this property;


NOW, THEREFORE, WE, the City Council of the City of Reidsville, North Carolina, do hereby subordinate the City’s deed of trust against the former EMS building to Wells Fargo Bank, NA.

This the 12th day of June, 2013.






/s/________________________________________







James K. Festerman, Mayor

ATTEST:

/s/___________________________________

   Angela G. Stadler, CMC, City Clerk

Mayor Festerman said he knows he kids Pearce, but he said we are fortunate to have a manager of his abilities and skills.
COUNCIL MEMBERS’ REPORTS.
Councilwoman Walker – The Councilwoman noted that there have been several grand openings and ribbon cuttings with the Chamber recently. She asked Reidsville Chamber of Commerce President Diane Sawyer to talk about upcoming events. Sawyer said there are not a lot of events coming up right now. The last event the Chamber did was in partnership with the City. It was “Cash Mob,” designed to be like a flash mob. It is a neat economic development tool, she noted. People are told to meet at Market Square and it is used as a networking event to meet folks as well as a way to get a quick cash flow in to a local business. The group went and spent about $626 in an hour. Another Cash Mob is planned in July. You won’t know where you’re going until the day of, she noted, adding that they will alternate between the downtown area and the rest of the City. On Thursday, July 11, the Chamber will hold an ice cream social hosted at the Sagebrush Restaurant. It will also include a hot dog dinner, and she noted that there are newer things on the Sagebrush menu. The event starts at 5:30 p.m., Sawyer concluded.

Councilman Turner – No report.
Councilman Johnson – No report. 

Mayor Pro Tem Balsley – No report.
Mayor Festerman – The Mayor noted that an 85-year-old lady told him she comes to City Hall every month to pay her water bill because our staff is so courteous. 

The Mayor noted that a leading firearms manufacturer is trying to gauge the work pool here. He asked that the notice be put on the City website. He read a list of position openings. Sawyer added that there will be a quick turnaround on this. She said there is an email address associated with the announcement and interested persons should send their resumes to that address. The open house will be held June 18 in the Mayodan area from 11 a.m. to 1 p.m. and 4-7 p.m. 
Councilman Hairston – No report.
Councilman Gorham – The Councilman said he had no official report, but he noted that there is sad news about Lawsonville Avenue School. He said it may be closing and looks like it will be closed. He said it would be sad for him because as a child, he played on that playground for many years and for 10 years, was its principal.

ANNOUNCEMENT OF BOARDS AND COMMISSION APPOINTMENTS.
City Clerk Angela Stadler announced the following appointment: Ms. Valencia Abbott of 1211 Linville Drive, Reidsville, was unanimously appointed to a three-year term on the Reidsville Human Relations Commission. (A COPY OF THE COUNCIL’S BALLOTS ARE HEREIN INCORPORATED AND MADE A PART OF THESE MINUTES.)
CLOSED SESSION.

Mayor Festerman noted the need to go into closed session to discuss a personnel issue under General Statute 143-318.11(a)(6).
Councilman Turner made the motion, seconded by Councilman Johnson and unanimously approved by Council in a 7-0 vote, to go into closed session.

Mayor Festerman said they do not anticipate going back into open session.

MOTION TO ADJOURN.
Upon return to open session, Councilman Johnson made the motion, seconded by Councilman Gorham and unanimously approved by Council in a 7-0 vote, to adjourn at approximately 4:45 p.m.





___________________________________________






James K. Festerman, Mayor

ATTEST:

_____________________________

 Angela G. Stadler, CMC/NCCMC

                City Clerk
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