L ZMEMORANDUM

To: Mayor and Members of the City Council

From: Rich Olson, City Manager
Date: May 22, 2020

Subj: Consideration - Outstanding Adjustments to the FY 2020-2021
Recommended Budget and Call for a Public Hearing

BACKGROUND:

During the May 18, 2020 Budget Work Session, City staff was able to present the
entire Fiscal Year 2020-2021 Recommended Budget. Although there are several
areas that need to be worked on, it appears to staff that the City Council had no
major issues with the Storm Water Fund, Sanitation or Electrical Fund. Minor
adjustments will be made to these funds, and will be limited to removing the
employee health clinic and either placing the savings in contingency or lowering
the fund balance appropriated.

ANALYSIS:

Based on earlier presentations, it is clear that more work is needed to be done in
the General Fund. Within the General Fund, the following cost centers appear to
be fine: Administration; Finance;, Tax; Legal; Code Enforcement; Community
Development; Public Buildings; Police; Fire; Fire Inspections; Building
Inspections; Public Utilities; GIS; Fleet Maintenance; Parks & Recreation; Senior
Center; Cemeteries; ECDI; Human Resources; and Information Technology.

The cost centers that need additional direction are: Legislative; Streets; Powell
Bill: and Non-Departmental. Outstanding questions in each cost center include
the following:

e City Council travel, Streets, and Powell. Director Boone has presented a
list of proposed streets to be included in the overlay program for next
year. We have received notification that NCDOT may cut our Powell Bill
distribution this year by 25% to help offset their revenue shortfall. If this
were to occur, the City would have only $650,000 for street work this year
instead of $800,000. The City Council may wish to consider delaying the
overlay program for another year in an effort to receive a better unit cost.
Bi-annually, the City’s overlay package should be approximately $1
million; however, staff can make a $650,000 overlay program.




Additionally, Director Boone will provide the names and locations of the
three unpaved City streets in Elizabeth City. Under the Powell Bill rules,
we cannot utilize their funds for this work. Any expenses for this use
would need to come out of the street budget.

e Rate increase in the water and sewer fund — In previous meetings,
most of the City Councilors” comments were centered around the
proposed 50% increase in the sewer rate. There was little comment
concerning the 2% water increase. It may be agreeable to approve the
2% water rate increase and have further discussions on the sewer rate.
Director Boone will have a tist of her top 10 projects for water and sewer,
along with an approximate cost. Staff realizes this is a very tough
discussion.

City staff will be distributing a PowerPoint, which reflects adjustments that have
been made and/or are pending to the budget.

STAFF RECOMMENDATION:

By motion, call for a Public Hearing to be held on June 8, 2020, directly following
the public comment period, for the purpose of gathering public input on the
proposed budget, which will include any modifications or changes requested by
the Council during the City Council May 26% Work Session. meeting.
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To: Mayor and Members of the City Council

From: Rich Olson, City Manager
Amanda Boone, Public Utilities Director

Date: May 22, 2020

Subj:  Wrap Up Budget Discussion (2) Requested Information on Proposed
Water/Sewer Increase

BACKGROUND:

During the May 18, 2020 Budget Work Session, members of the City Council
requested that staff provide a narrative on how they could sell a 50% increase in
sewer and a 2% increase in water to our citizens. In addition, the Council
requested the top water and sewer projects, which are attached.

Below you will find the requested narrative on the potential increases. The
“story” is not a glamorous one; it deals mostly with behind-the-scene issues that
many residents are not aware of. To put it simply, if you want to be able to turn
your water on, this needs to be done. If you want to be able to flush your toilet
without experiencing a back-up, this needs to be done. Staff has provided a
synopsis that covers the following information:

» Ensuring adequate water supply
Ensuring collection and treatment of wastewater
Maintaining compliance with state and federal regulations
Improving drinking water quality, including improved pressure
Improving operations
Maintenance and improvement of facilities and equipment

® © @ o o

Ensure adequate water supply - The city is already in the process of
replacing the raw water transmission line which transmits water from the
wellfield to the water treatment plant. The installation of raw water transmission
line_ meters would allow for operators to know the amount of water flowing at
both ends of both of the transmission lines allowing for water losses to be
detected. To provide the highest quality and quantity of water from our wells the
city needs to adopt/fund a well rehabilitation program. As we look toward the
future new water supply sources need to be identified and would include new
drinking water wells and a potential surface water supply. In order to move the
raw water from the reservoirs into the treatment plant we will also need to
replace raw water booster pumps within the next 10 vyears. Lastly, the




mechanical and electrical equipment for each well should be protected; staff
proposes well covers.

Ensure collection and treatment of wastewater - The collection system
regularly faces impact from inflow and infiltration resulting in overwhelming flows
to the sewer lines, pump stations and the wastewater treatment plant. The
primary approach to eliminating inflow and infiltration is sewer line replacements.
Staff will also propose sewer pump station upgrades and replacements where
necessary. At the wastewater treatment plant the installation of clarifier
baffles will provide additional treatment volume through the wastewater plant.
To regularly evaluate the collection system, acquisition of smoke test
equipment would allow staff to quickly identify failures in individual line
segments.

Maintain compliance with State and Federal regulations - For better
compliance with the stormwater permit redirection of the reservoir drains from
surface water to decant is necessary. Both plants currently use chlorine gas
which is subject to increasing regulations. By implementing a disinfection
conversion the plants can provide disinfection subject to less regulation due
to safety concerns. Of our three elevated tanks only one is lit and these lights
routinely fail. Staff proposes to install LED lights on_all three elevated tanks to
provide safety for aircraft and longer lifespan. Duplicity of processes is required
by State regulations and there are several replacements of chemical feed
pumps that need to or will need to occur over the next 10 years to remain
duplicity compliance. At the wastewater treatment plant improvements to the
aeration system will allow for better control of the aeration basins and provide
optimum treatment conditions while also being mindful of power consumption.
Lastly, State permits require regular sampling including some continuous
monitoring which is done using samplers. Again, to maintain compliance it will be
necessary to replace samplers.

Improve drinking water quality including improved pressure - The city is
currently working on the engineering drawings, details and specifications for the
raw water reservoir rehabilitation which will not only provide better water quality
but also help the city plan for future water supply options. Throughout the city
water lines are undersized due to calcification and/or leaking due to age. Water
line_replacements are proposed to provide water to residents at an increased
pressure while also minimizing water loss. Over the past few years many
complaints have been received regarding the cloudy water which city staff has
explained is entrained air. To further investigate the source of this air an jntake
dive inspection is necessary. Lastly, to provide improved treatment of water to
our residents, motor controls (e.g. variable frequency drives) are needed.

Improve operations - Both water and sewer lines are located underground
and it is routinely necessary to locate these lines. By acquiring ground
penetrating radar staff would be more efficient and accurate in their location of
underground utilities. At the wastewater plant, the installation of clarifier weir
covers would deter algal growth in the clarifiers providing reduced maintenance

and better operation of the clarifiers. Currently the SCADA at the water




treatment plant is being upgraded. Likewise, we need to upgrade the wastewater
treatment plant SCADA in order to continue plant operations. Lastly, the
collection system is known to have very high concentrations of hydrogen sulfide
gas. This gas is extremely corrosive and smells of rotten eggs. To mitigate this

condition influent and collection system odor controlis proposed.

Maintenance and Improvement of facilities and equipment - Many of the
water & sewer buildings are dated (e.g. water treatment plant is 1926
construction) and in need of building rehabilitation. In future years, a Public
Utilities Multiplex is proposed to more centrally located operations. In order to
acheive a fleet that is no older than 20 years old it is necessary to replace
vehicles and equipment. At the water treatment plant, we need to clean the
interior of ammonia tank to continue proper delivery of this chemical used in the
disinfection process. Also at the water treatment, we need to rehabilitate the

pipe gallery, replace the decant submersible pump, and replace various valves.
At the wastewater treatment plant, we are in need of replacing an_air

COmpressor.



Type Street Intersection/Manholes Length Reason Priority | APPROX Cost
Water . . [Fearing.8t* S. Poindexter to E. Fearing 250 ©  |Conflict with sewer 10 $44,500.00 -
Watér Main/McMorrine* |Intersection N/A |Broken valves 2 $11,500.00
Water Ehringhaus* near McMaorrine N/A Conflict with stormwater 3 $10,200.00
Water Kramer Behind Warehouse 593 Leak detection 4 $83,020.00
Water Poindexter From Poindexter to end of Kramer 582 Leak detection ) $81,480.00
Water Poindexter From Ward to Kramer St 629 Leak detection B $88,060.00
Water Edgewood Dr. Hospkins to Weeksville 1104 Qld 2" multiple breaks 7 $154,560.00
Water Adams. St. Laurel to Walker 185 Old 2" multiple breaks 8 $25,900.00
Water - |Hemlock'St. Southern to Herrington 705 Oid 2" muitiple breaks 9 $98,700.00

* Denotes that approximate cost is based on engineer's estimate, not an estimate based on the project length $597,920.00




Type Street Intersectwnmianholes Length Reason Priority [ APPROX Cost
Sewer Rivershore Rd*  |725 fo 1945 - 1436 Multiple Cave in. 1 . $375,000.00
Sewer Edgewood Dr 102910 1027 514 ‘|Manholé leaking 2 $179,900.00
Sewer W. Burgess 306 to 395 703 Line failing 3 $246,050.00
Sewer Bunnells Ave 578 to.579 351 Line failing/Cave in 4 $122,850.00
Sewer N Williams Cir 5626 to 672 286 Collapsing line 5 _$100,100.00
Sewer Spruce St 815 to 814 374 Cavé In 6 $130:900.00
Sewer Parkview. 684 to 1050 275 Pothole around manhole "7 $96,250.00
Sewer . .|706 Ray St 57510576 . 414 - [Caveln . 8 $144,900.00
Sewer. " .[CrescentDr 1528 to 701 2065  [Caveln. - _ 9 $722,750.00
Sewer- * . |Brooks Ave 1553 to 554 164 - Cave'In {filled) 10 . $57,400.00

* Denotes that approximate cost is based on engineer's estimate, not an estimate based on the project length

$2.176,100.00




L/ MEMORANDUM

To: Mayor and Members of the City Council

From: Rich Olson, City Manager
Date: May 22, 2020

Subj: Sewer Rate Increase Analysis

At the request of several members of the City Council staff has explored several
possible rate options to lessen the impact of a 50% sewer rate increase. I believe the
City Council does not have an issue with the 2% water rate increase. One possible
option would be to lower the rate increase to 35% and increase the annual rate
adjustments. Under the Raftelis study, the initial increase was 50% with an annual
increase of 3%. One possible option would be to only increase the sewer rate by
35%, but the annual increase would raise from 3% to 4.5%. The table below reflects
the difference in revenue from FY2020-21 to FY2022-23:

FY2019-20 FY2020-21 FY2021-22 FY2022-23
50% Bl e

35% 2,806,800 3,887,650 4,165,500 4,357,100

Rl s s, oy e

Over the three-year period there is a difference in revenue generated of $749,189.
This lack of revenue would cause a modification to the Capital Improvement Plan
(CIP). The City would only be able to spend $500,000 on sewer line replacement
instead of $800,000 with the 50% rate increase. Staff is exploring if we utilize debt
financing to advance / supplement several of these projects.

The amount allocation in the CIP for sewer line replacements is different between the
two scenarios for the fiscal years shown below:



FY20-21| FY21-22| FY22-23| FY23-24| FY24-25| FY25-26

500 000

700,000 |

700,000

1,000,000

E 1 000 000

The difference in the average 5,000 gallons a month bill between the two scenarios is $4.32.

Combined water and sewer increase per month on 5,000 gallons used.

50% Rate 359% Rate
Increase Increase
©15.39 11.07
2.32 2.78

2.35 2.87

2.45 2.96

The Water Fund Budget, if agreed to, would need to be modified to reflect the 35% increase.




Wrap-up Budget Discussion on
Outstanding Issues

Fiscal Year 2020-2021




February?1, 2020 City Council Retreat / Pre-
| Budget Work session

AprlLfZOZO Budget Delivered to City Council

AprlLr 2020 Pre-Budget Presentation
M

ayf, 2020  General Fund Discussion




MayJZOZO Enterprise Fund Discussion

May 26, 2020  Wrap-up Budget Discussion/Call for a
Public Hearing on Budget

June 8, 2020 Hold a Public Hearing

June 22, 2020 Adopt Final Budget




FY 2019-2020 Grants

Grants Applied for $14,830,816.34
Received FY 2019-2020 $488,977.55
Fund Denied/Withdrawn $2,508,578
Funds Pending / Process $11,833,260.79
Match Required $7,500

Match Remaining $5,250







General
Fund

Discussion




Changes to the General Fund

General Fund $22,234,697

Revenues Budgeted Revised Net
Property Taxes '- 7,600, | ’7,37 ;:0 ' 3 (228;_,-0;)?

Powell Bill 490,000 367,500  **(122,500)
Sales Tax 1% G 1,45,3 i 13,788

—L

TOTAL TR T T T

*Note: Reflects a .02 reduction in property taxes
**Note: Reflects a reduction of 25%




Changes to the General Fund
Budgeted

Expenses

Revised

Net

Miscellaneous

Parks & Recreation
Community Develop
Non-Departmental
Police

Misc. Debt Services
Powell Bill (overlay)
Legislative

67,826
100,000
123,750

80,000

800,000
140,550

51,501
0-
a0

190,000
112,000
677,500

82,595

(21,516)
(16,325)

(100,000)
(123,750)
*%%(16 666)

122,000

(122,500)

(57,955)

TOTAL (336,712)

***Note: Reflects a 3-year installment purchase




Electric
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Changes to the Electric Fund

Budgeted

Revised

Revenue

33,146,731

33,146,731

TOTAL

Expenses

Budgeted

Revised

Miscellaneous
Non-Departmental
Contingency

33,750
55,780

(5,500)
-
95,030

(5,500)
(33,750)
39,250

TOTAL

33,146,731

33,146,731

-0-




Solid
Waste
Fund
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Changes to the Solid Waste Fund

Original Net Effect | Description
Amount on Budget
Non-Departmental $33,750 -0- (533,750) Remove Employee Clinic

Contingency $19,580 $190 (519,390) Move Contingency to
Debt Payment

Contingency $190 $33,940 $33,750 Move Employee Clinic to
Contingency

Debt Payment -0- $19,390 $19,390 Leaf Truck (IP) [Last Year]

Earning $26,610 -0 (526,610) Remove Fund Balance
Appropriated Appropriated




torm Water
Fund

Discussion




Storm Water Fund
* No changes to the Manager’s Budget

» Budget $590,000

* Reserves of $1.5 million can be used
for designated capital projects







