# EMEMORANDUM

To: Mayor and Members of the City Council

From: Rich Olson, City Manager
Date: March 9, 2017
Re: Discussion — Proposed City Council Salary Increase

. ]
During the City Council meeting held on February 27, 2017, Council Brooks
addressed his concerned regarding Council’s unwillingness to consider a salary
increase for themselves prior to July 1, 2017. He asked that this matter be
placed on the agenda for the March 13, 2017 meeting for discussion.

During the February 13, 2017 Council meeting, Councilman Brooks addressed
his concerns regarding Council’s unwillingness to consider a salary increase for
themselves prior to July 1, 2017. He asked that this matter be placed on the
agenda for the February 27, 2017 for discussion.

During the January 23, 2017 City Council meeting, the following information was
presented for Council discussion with regard to a City Council salary increase. A
motion was made by Councilman Michael Brooks, seconded by Councilman
Johnnie Walton, to increase salaries for the Mayor and Councilmembers by
$150.00 per month effective March 1, 2017. That motion failed by a vote of three
“ayes” and five “nays.” Councilman Brooks requested that the matter be placed
on the agenda for the February 13, 2017 for further discussion.

The following staff write-up is being provided once again for easy reference.
BACKGROUND:

Over the course of several Finance Committee and City Council meetings held in
late 2016, members discussed a proposal first made by Councilman Brooks
during the meeting of September 26, 2016 to increase the salaries of the Mayor
and City Councilors by $500 monthly.

These discussions resulted in a motion being made during the Regular Session
held on November 28, 2016 as follows:

Motion was made by Councilwoman Baker, seconded by Councilman King
that the Council and Mayor create a pay rate increase by 10.5% effective
fiscal year 17-18 on July 1, 2017 and also that the COLA received by
employees would be also tied to the Council rate of pay. Those voting in



favor of the motion were: Baker, Brooks and King. Against: Donnelly and
Hummer. Motion carried.

Councilors Stimatz, Horton and Walton were absent from the meeting.

During the City Council meeting held on January 9, 2017, Councilman Brooks
stated that he had intended to place discussion of the Council salary increase on
that agenda, but since two members of Council were absent from the meeting,
he preferred to have all members of Council present during the discussion. He
requested that staff bring back ways that the proposed $500 salary increase
could be accomplished for discussion during the January 23, 2017 meeting.

ANALYSIS:

In preparation for the November 28, 2016 Council meeting discussion of this
matter, staff provided the attached memo and supporting documents in the
agenda packet.

For this renewed discussion, staff has updated the budgetary information to
reflect an effective date of February 1, 2017. In doing so, the impact of a $500
per month salary increase on the current fiscal year budget would be $24,221
and the impact of a 10.5% salary increase would be $9,200. The monthly
compensation for both options would be as follows:

Position Current $500 increase 10.5% increase
Monthly per month per month
Mayor $700.00 $1,200 $773.50
Mayor Pro Tem $650.00 $1,150 $718.25
Councilor $600.00 $1,100 $663.00

In addition, the North Carolina League of Municipalities has just released its 2016
Salary Survey. Staff has included the pages from this updated report, which
provide current salary information for Mayor, Mayor Pro Tem and Governing
Board Members in North Carolina towns and cities our size. The benchmark
used is population ranging from 10,000 to 24,999. The following table compares
Elizabeth City to our peer group with regard to average compensation:

Position Peer Group Average Elizabeth City
Mayor $6,693 $8,400
Mayor Pro Tem $5,637 $7,800
Councilmembers $5,529 $7,200

It is staff's assumption that the difference between the 2015 League survey
averages provided in the November 23, 2016 memo and the 2016 League
survey provided herein is due to non-reporting by the towns of Albemarle and
Carrboro, both of which exceeded the average in 2015. However, in all cases
reported, the City of Elizabeth City’s compensation exceeds the average for both
2015 and 2016.



FUNDING FOR INCREASE:

During the November 28, 2016 Council meeting, staff suggested using the
$11,000 appropriation to install a fence at Old Oak Grove Cemetery as a
possible source of funding. Since that time, the Council approved using $1,700
of that funding to pay for bedbug eradication and carpet replacement at the 709
Herrington Road homeless shelter, which leaves $9,300 in that line item. A five-
month 10.5% salary increase costing $9,200 would still be covered.

If, however, the Council opts for a $500 per month increase over the next five
months, an additional $14,921 would be required to supplement the $9,300 fence
savings. This is more problematic, since the City has pledged to the LGC that
we will seek additional revenue sources or decrease expenditures in order to
increase this fiscal year's fund balance to a more acceptable level that is in line
with cities our size. It is my understanding that during the Work Session CAFR
presentation, the auditor will touch on this issue.

FINANCIAL:

The Finance Committee reviewed and discussed this information during their
meeting held on January 19, 2017. By consensus, the Committee reaffirmed
action taken on November 28, 2016 by the City Council and forwarded the matter
to the full City Council for discussion.

STAFF RECOMMENDATION:

As directed by the City Council.

RCO/Ndw



Timeline for Council Salary Increase in 2008

Date

Discussion

Result

April 23, 2007 Work Session

Possible Council salary increase
introduced

Asked for information to be
brought back to next budget
meeting

May 7, 2007 Budget Work City Manager provided Motion passed to leave Council

Session requested information, which salarles at the current rate
was discussed by Council.

February 11, 2008 Regular Council again discussed a salary | Motion to table proposed

Session increase for the City Council. increase failed. Motion to

increase salaries passed to be
effective April 2008

March 24, 2008 Regular Session | Council discussed proposed Motion passed to postpone
salary increase, which was action on salary increase until
approved on February 11, 2008 | budget discussion.

May 21, 2008 Budget Work City Manager advised that the N/A

Session recommended budget for 2008-

2009 had been adjusted to
include a Council salary increase
Discussion of Budget Ordinance | Budget ordinance adopted that

June 23, 2008 Regular Session

for 2008 — 2009

included a salary increase for the
City Council. Councilmembers’
salary increased from $452.46 to
$600 monthly effective July 1,
2008 (Mayor to $700/mo.,
Mayor Pro Tem to $650/mo.

November 28, 2016 Regular
Session

Motion was made by
Councilwoman Baker, seconded
by Councilman King that the
Council and Mayor create a pay
rate increase by 10.5% effective
fiscal year 17-18 on July 1, 2017
and also that the COLA received
by employees would be also tied
to the Council rate of pay. Those
voting in favor of the motion
were: Baker, Brooks and King.
Against: Donnelly and Hummer.
Motion carried. Councilors
Stimatz, Horton and Walton
were absent from the meeting.
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MEMORANDUM

To: Members of the Finance Committee
Mayor and Members of the City Council

From: Rich Olson, City Manager
Date:  November 23, 2016

Re: Consideration — Salary Increase for the City Council

BACKGROUND:

During the City Council meeting held on November 14, 2016, the City Council
discussed the idea of increasing salaries for the governing body by $500 per
month. The information in this memo includes the material, which was provided
to the City Council when the discussions were held in October regarding this
matter. Staff has adjusted the total impact on the City's budget to reflect an
implementation date of January 1, 2017. Also included is the impact of an 11%
salary increase as was discussed by the Finance Committee during their meeting
of October 6, 2016.

Members of the City Council last received an increase in salary in 2008. The
Mayor, Mayor Pro Tem and Councilmembers currently receive $8,400, $7,800
and $7,200 respectively. The North Carolina League of Municipalities annually
completes a salary survey for elected and non-elected positions. The last survey
done by the League was in 2015. The League breaks down their salary
information by city population size. Elizabeth City falls in the category of
population between 10,000 and 24,999. Attached you will find the amount paid
to mayors, mayors pro tem and councilmembers from these reporting cities.

Staff has determined the average salary paid to mayors in this category to be
$7,905; to mayors pro tem, $5,233; and to councilmembers, $5,323. In all cases,
the amount paid to the Elizabeth City Mayor and Councilmembers exceeds the
average.

ANALYSIS:

The total amount of funds budgeted in the fiscal year 2016-2017 budget for
Councilmembers’ salaries is $66,000. An additional $5,685 is budgeted to pay
for the City's contribution to FICA, which brings the total amount of compensation
budgeted for Councilmembers to $71,695. If Councilmember salaries are
increased by $500 per month, the cost increase to the City would be $54,000 in
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salaries and an additional $4,131 in FICA. The annual amount the City would
need to budget would be increased to $129,826.

If the Council elects to move forward with the increase, the budget impact on the
fiscal year 2016-2017 budget would be $29,065. During the City Council meeting
held on November 14, 2016, the Council decided not to move forward with the
fence at Old Oak Grove Cemetery; and the $11,000 budgeted for this project
could be used to defray the overall cost leaving $18,065 to either be taken from
the General Fund unappropriated balance or other budget cuts, which would still
need to be determined.

By separate memo, staff provided a copy of the minutes of the May 21, 2008

Budget Meeting when the last increase was discussed (attached). This increase

was adopted as a part of the 2008-2009 budget ordinance. There was a

discussion at that time that the City Council would receive the COLA adjustment

g) their salaries like City employees, but no official action took place on that
iscussion.

In fiscal year 2009-2010, 2010-2011 and 2011-2012, City employees did not
receive a COLA. Since the 2008 discussion, City employees have received a
total COLA of 10.5%. Rounding up to 11%, Council salaries would be:

Position Current Monthly Pay | Monthly Pay with 11% Increase
Mayor $700 $777.00
Mayor Pro Tem $650 $721.50
Councilor $600 $666.00

An 11% increase in salaries for the Mayor and City Councilors beginning January
1, 2017 would have a budget impact of $11,060.74, which is very close to the
savings by not installing the fence at Old Oak Grove Cemetery.

On November 19, 2016, Councilman Stimatz sent an email to some members of
the City Council making an argument that the City's Budget Ordinance states:
“that an increase of 'x’ percent Cost of Living be established for City payroll.”
The City's historical practice has been that any increase to members of the City
Council occurs as a result of a separate action unto itself. In 2008, no official
action was taken by the City Council to place the COLA into effect when City
employees received that increase. However, it was discussed at that time.

| do not.consider this to be a bookkeeping error, as suggested by Councilman
Stimatz. City Council members are not City employees, even though they are
paid through the payroll account. The City's Personnel Policy Manual, which was
adopted by resolution of the governing body, states that fact. The City can pay
City Council members through the payroll account or issue 1099's to them. It
was decided ‘decades ago to utilize the payroll account. In addition, any back
pay compensation due to a bookkeeping error for previous years would require
the City to issue amended W-2 statements for those years; and each
Councilmember would need to amend their tax return for that year.
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FINANCIAL.

This matter will be discussed by the Finance Committee during their meeting
scheduled for 4:45 p.m. on Monday, November 28, 2016.

STAFF RECOMMENDATION:
As directed by the City Council.
RCO/dw
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