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City of
Henderson, North Carolina

The objective of a community is not merely to survive, but to progress, to go forward into
an ever-increasing enjoyment of the blessings conferred by the rich resources of this nation under
the benefaction of the Supreme Being for the benefit of all the people of that community.

If a well governed city were to confine its governmental functions merely to the task of
assuring survival, if it were to do nothing but to provide “basic services” for an animal survival,
it would be a city without parks, swimming pools, zoo, baseball diamonds, football gridirons and
playgrounds for children. Such a city would be a dreary city indeed. As man cannot live by
bread alone, a city cannot endure on cement, asphalt and sewer pipes alone. A city must have a
municipal spirit beyond its physical properties, it must be alive with an esprit de corps, its
personality must be such that visitors—both business and tourist—are attracted to the city,
pleased by it and wish to return to it. That personality must be one to which the population
contributes by mass participation in activities identified with that city. (This quote is from the
concurring opinion of Justice Musmanno in Conrad v. City of Pittsburgh, 218 A.2d 906, 421 Pa.
492 (1966)).

Artist Commission by Jeff Pittman www.jeffpittmanart.com
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City of

Henderson, North Carolina
PV

PURPOSE STATEMENT

To improve the quality of life of citizens by providing services that provide for the community’s
health, safety and welfare.

MISSION STATEMENT

To provide value added services in a customer friendly, cost efficient and effective manner
resulting in a safe and prosperous community.

VISION STATEMENT

To be a vibrant, safe, progressive and prosperous community in which citizens are actively
engaged in governance and community activities.

MOTTO

Pride, Progress, Potential
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FY 14-15 BUDGET
WORK BUDGET MESSAGE

19 May 2014

TO: The Honorable James D. “Pete” O’Geary and Members of the City Council

FR: Ray Griffin, City Manager /%%

RE: CAF:. 14—62
Presentation and Consideration of the FY 14-15 Work Budget

Ladies and Gentlemen:

In accordance with the Henderson City Charter and the Statutes of the State of
North Carolina, the FY 14—15 Work Budget is herewith submitted to the City Council
for its review, deliberation, amendments and adjustments as deemed appropriate, and
adoption prior to 1 July. The City Administration looks forward to working with the
Mayor and members of City Council on the Budget during the next several weeks, and
helping it achieve a spending plan which addresses the needs and aspirations of both the
community and municipal organization.

OVERVIEW

| am honored to work with a progressive, forward thinking Council and
organization. The Strategic Plan continues to help focus the priorities of the City in order
to address critical issues and opportunities. The challenges facing the City are legion as
are the opportunities for growth and prosperity. While, during difficult times, it is easier
to see the “glass as half-empty,” it is critical for City and community leadership to work
hard towards focusing on the “glass as half-full” mind-set, and to help focus on
achieving the objectives and goals of the Strategic Plan.

The annual budget is arguably the single most important policy document that the
City Council will deliberate and adopt in any given fiscal year. The second most
important policy document is the annual Strategic Plan. When aligned, both combine to
form a powerful public policy focus in providing guidance and focus for the community
and City forward as it addresses critical Key Strategic Objectives and operational needs
and initiatives. To that end, the Work Budget has considered the Strategic Plan as a
major guide in developing the budget and identifying critical gaps in funding.

While all aspects of the budget help to support the Strategic Plan in one form or
another, | would like to highlight several Strategic Initiatives vis-a-vis the Recommended
Budget:

1. KSO 4: Improve Housing Stock: Minimal funding of $48,300 is provided to
continue demolition of dilapidated, abandoned structures. This will allow for
demolition and disposal of about 9 structures.

CAF 14-62: FY 14-15 Work Budget Message Presentation
WBM: Page 1
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WORK BUDGET MESSAGE

2. KSO 5: Reliable Infrastructure: Significant funding in the amount of $2,383,300
for continued contributions to the water and sewer plants’ capital reserve plans is
provided, as appropriate, in the Water, Sewer and Regional Water funds.

3. KSO 6: Retain Qualified Municipal Workforce: Initial funding of about $117,000
is provided to begin Phase 1 of a 5-Year financing plan to implement the new
Classification and Pay Study’s recommendations as a means to begin addressing
the City’s 22.67% average compensation lag in the marketplace.

State law requires localities adopt and operate within a balanced budget at all
times. To that end, revenues have been projected in a conservative manner and
expenditures have been developed from a very constrained perspective. Recurring
expenses have not been ‘balanced’ by using non-recurring revenue sources, such as
undesignated fund balance. Unlike the Federal government, the operating budget is not
capitalized. Many justified and warranted initiatives and needs, both capital and
operating, have not been recommended for funding due to very limited resources. Thus, a
relatively austere, albeit balanced budget has been produced for Council’s review,
consideration and adoption as it deems appropriate.

The Department Directors were requested to develop conservative, constrained
operating budgets for FY15. | was very impressed with the manner in which their
budgets were developed and requests for funding were indeed constrained given the
significant amount of need existing for incremental replacement of the fleet and
equipment, building maintenance, information technology updating, staff expansion and
compensation, and budgetary needs in day-to-day operating expenses. Unfortunately,
natural growth revenues are not keeping up the budgetary needs of the City, thus the ever
widening gap between available resources and critical un-met needs.

TOTAL BUDGET

The total City budget is comprised of four (4) primary, operating funds and
numerous smaller, specialty funds. The primary funds include General, Water,
Wastewater and Regional Water System. The smaller supporting funds include Powell
Bill and the Capital Reserve funds. Many of the smaller funds are transferred to or from
the four primary funds and thus become inter-fund transfers.

The total recommended budget, adjusted for inter-fund transfers, is $37,053,200.
The total budget is balanced with serious belt tightening efforts, utility rate increases in
the Water, Sewer and Regional Water funds; however, there is no recommended increase
in the property tax and sanitation fee. The reader is directed to review the individual
Budget Summary sections for each fund for additional information. The estimated
impacts of these recommended increases are described in the following table:

CAF 14-62: FY 14-15 Budget Message Presentation
WBM: Page 2
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Impacts on Residential Customers
FY15 Recommended Budget

Fy14 EVIL5 Monthly Annual
Increase Increase
Inside City
Property Tax: No $ 062|$% 0.62 NA NA
Increase
Sanitation Fee: No $ 20.00 | $ 29.00 NA NA
Increase
Water Rate increase of
5% based on customer
. 39 |$ 0.69 :
using 800 cubic feet of $ 1370 1439 $ 8.28
water per month.
Sewer Rate increase of
3% based on customer
. ) $ 1.02 )

using 800 cubic feet of $ 34151 % w7 $ 1224
water per month

Total Impacts| $ 1711 % 20.52

Outside City
Water Rate increase of
5% based on customer $ 41841 $ 43.93 | $ 209 $ 25.08
using 800 cubic feet of
water per month.
Sewer Rate increase of
3% based on customer
. . 104.61 107.75 | $ 3.14 37.68

using 800 cubic feet of 3 3 3
water per month

Total Impacts| $ 523($ 62.76
Notes: 1) 800 cubic feet of water = 5,984 gallons of water. 1 cubic foot
of water = 7.4805 aallons of water

GENERAL FUND

The General Fund is arguably the most difficult fund to balance because it is the
workhorse fund of municipal operations. It is the least able to pay for services it must
provide due to the manner in which general fund revenues are legislatively structured and
authorized. It is heavily dependent on the archaic property tax, sanitation fee, State Inter-
Governmental Revenues such as Sales Taxes, Utility Franchise Taxes and Powell Bill, as
well as Inter-Fund transfers from the enterprise funds for cost allocation. The
recommended General Fund budget is $15,196,000. This is $104,000 less than the FY14
approved budget beginning 1 July 2013.

Without a doubt, the FY15 General Fund budget does not begin to meet either the
current or future business needs of the municipal organization and the services it must
provide. Even in the best of times, a municipal budget cannot possibly meet all of the
needs and expectations of its citizens and/or departments. A budget crafted in the midst
of continuing austerity surely cannot meet such needs and desires.

CAF 14-62: FY 14-15 Work Budget Message Presentation
WBM: Page 3
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The City’s General Fund budget has trailed the inflation rate from 2003-2009;
however, in the post Great Recession year of FYQ9, the gap between what budget growth
would be if it kept up with inflation has seriously lagged. This gap, as evidenced by
information presented in Figure 7.3-10 E14c, General Fund Base Budget Year FY03 as
Basis for Continuous Growth Based on CPI, copied below. Put simply, the General
Fund’s inability to reasonably keep up with inflation, as was the case prior to FYQ9 is
resulting in less dollars for critical issues such as infrastructure maintenance via street
resurfacing and storm drainage, vehicle and equipment replacement in a timely manner,
competitive compensation for employees and expansion projects that might add to the
quality of life, such as recreation, downtown economic development and community
appearance.

General Fund Base Budget Year FY03
as Basis for Continuous Growth Based on CPI
Fig. 7.3-10 E14c
3 May 2014

—O—Base Budget —&—Actual - £1- Base Adjusted by CPI
$19,500
$18,500 = al
=
g $17,500 o—g
E e
16,500 -
5 ° g
a .
c e
S $15,500 ==
H 4 s f
£ $14,500 B —
a7
$13,500 /5’/«

$12,500

T T T T T T T T T T T )
03 04 05 06 07 08 09 10 11 12 13 14 15
The General Fund has not kept pace with inflation, except for the Great Recession year
of FY09. The gap between keeping up with inflation has widened significantly since
FYO09, thus severely restricting funding for services.

General Fund Revenues

The current year property tax, both real and personal, is the single largest revenue
source for the fund and comprises 38% of the total projected revenues. The sales tax, an
extremely volatile revenue source which is totally dependent on the strength of the
economy comprises 15% of the fund’s budget and the Sanitation Fee, comprises 12%.
Thus, 65% of the fund’s revenue sources come from only three major sources. Of these
three sources, only two are controlled by City Council—property taxes and sanitation fee,
and the other source, sales taxes, is under the control of the State.

CAF 14-62: FY 14-15 Budget Message Presentation
WBM: Page 4
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General Fund Major Revenue Sources
FY15 Recommended Budget
Fig.7.3-10R 15
14 May 2014
All Other Revenues ,
$1,844,500 , 12%

From Vance County-
Recreation,
$819,800, 5%

Undesignated Fund
Balance, $- , 0%

Transfers In: Cost
Allocation,
$989,100, 7%

Current Year
Property Tax,
$5,700,000 , 38%

Police Asset
Forfeiture,
$325,000, 2%

Sanitation Fee,
$1,830,000, 12%

Sales Taxes,
$2,331,000, 15%

Inter-governmental
(Federal & State),
$1,356,600 , 9%

The tax rate has been fairly stable over the past number of years. The rate was
reduced in FY08 year from 67 cents to 56.6 cents as a result of reevaluation. The rate
increased 2 cents in FY10 and 3.5 cents in FY14. No increase is recommended for FY15.
A penny on the tax rate is worth about $91,000.

Property Tax Rate Trend Analysis
FY15 Recommended Budget

Fig.7.3-10 R2
29 April 2014
—e— Approved by Council --<--- Recommended by Manager —6— Current Rate
o5
66 - s A
g2 64|
\ & N
o 60
c s  \z e
<
= 56
54
FYO04 ’ FYO05 ‘ FY06 ‘ FYO?‘ FYO08 ‘ FY09 ‘ FYlO’ FY11l ‘ FY12 ‘ FY13 FY14 ‘ FY15
‘ Revaluation ‘

The FY14 property tax is 62 cents per $100 valuation of real and personal property. The FY15 Tax
rate is not recommended for increase.

CAF 14-62: FY 14-15 Work Budget Message Presentation
WBM: Page 5



FY 14-15 BUDGET
WORK BUDGET MESSAGE

Current Year Property Tax--Value of Penny Tax
Fig. 7.3-10 R1e
29 April 2014
—e—Actual -3 - Estimated

$95,000

$90,000 {é -

$85,000
$80,000 /
$75,000

$70,000 ’\ /\.’/ sl
$65,000 / \/

$60,000
FY99 ‘ FYoO ‘ FYO1 ‘ FY02 ‘ FY03 ‘ FYo4 ‘ FYO05 ‘ FY06 ‘ FYo7 ‘ FY08 ‘ FY09 ‘ FY10 ‘ FY11 ‘ FY12 ‘ FY13 ‘ FY14 ‘ FY15 ‘
Reval| . Loss of Reval MPMC .
Industry Public

Reval = State required octennial revaluation of property. MPMC Public = Maria Parham
Medlical Center converted from a non-profit to a public for-profit entity in 2012, thus going on
the property tax roles for the first time in FY13.

The 2014 property tax revenues are estimated to be $5,700,000. This is slightly
higher than the $5,677,900 budgeted for FY14. Again, there is no recommended increase
in the property tax rate for FY15.

Current Year Property Tax--Annual
Fig. 7.3-10 R3c
25 April 2014
—— Actual -{3- Budget —X— Mid-Year Projection
$5,800,000
B “
$5,600,000 =5
v
s
$5,400,000 >
$5,200,000 o
/x
.
$5,000,000 i
$4,800,000 *
$4,600,000 T T T T
FY11 FY12 FY13 FY14 FY15
Estimates for current year tax collections appear to be higher than budget
estimate due to the new Tax and Tag prgram for motor vehicles. This revenue
comprises 38% of the Fund's revenues.

It is instructive to note that the current year property tax does not even come close
to financing basic public safety services. The following graph reveals the recommended
property tax rate of $0.62 cents will provide for 38% of the General Fund’s revenues, yet
public safety operating expenses require 47% of total fund expenditures. There is a
common misunderstanding among property tax payers that the property tax pays for all

CAF 14-62: FY 14-15 Budget Message Presentation
WBM: Page 6
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city services, when indeed it does not even generate enough revenue to pay for police,

fire and emergency E-911 services.

Public Safety Costs v. Current Year

30 April 2014
Total = $7,115M

$8,000,000

Fig. 7.3-10 E2

Property Tax Revenues

" [o1r ssesi00 |
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ey

ey
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e
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$2,000,000

RN RE%
e 95,700M L
RA%

S

$1,000,000

ey
ey

$_

ey
S

Public Safety

Current Year Property Tax revenues do not even pay for the costs to pay for
Police, Fire and E911 operations and capital.

Current Year Property Tax Revenues @
62 cents

The second largest revenue producer for the City’s General Fund is the local

option sales tax.

This critical revenue source is extremely volatile and has not yet

recovered to its pre-Recession levels. Indeed, sales tax revenues are projected to decline

due to the State phasing out its Hold-Harmless

sales tax payments. It is estimated this

will cost the City $50,000 next year. Natural growth in sales tax collections for the first
eight months of FY14 is essentially flat, with collections just about $11,000 over budget

estimate. Henderson and Vance County also fi

nd themselves competing for disposable

income spending with the newer and more varied commercial retail centers in the
Raleigh-Durham-Chapel Hill areas. The FY15 Budget reflects a modest reduction with a
revenue estimate of $2,331,000, down from $2,375,000 in FY14.

Sales Tax Receipts--Annual

Fig. 7.3-10 R4c
25 April 2014

—&— Actual  ---5--- Budget — A— Mid-Year Projection
$2,600,000
$2,550,000 -8
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$2,300,000 / \ > /
$2,250,000 - ya
$2,200,000 / \ /
$2,150,000 " \.\‘/ \E]/
$2,100,000

04‘05|06‘07|08‘09‘10‘1l|12‘13‘14|15‘

Pre-Recession Recessionary Period

Post Recession ‘

Sales Taxes comprise the second largest revenue source in the Fund, comprising
15% of all Fund revenues.

CAF 14-62: FY 14-15 Work Budget Message Presentation
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The third largest revenue producer for the City’s General Fund is the sanitation
fee. Each one dollar ($1.00) of the sanitation fee yields approximately $60,000 in
revenues. The current rate is $29.00 per month. No increase is recommended in FY15.

Sanitation Fee-Annual
Fig. 7.3-10 R5¢c
30 April 2014
—&— Actual - {3 - Budget - %-— Mid-Year FY14 Projection
$1,850,000
S a
$1,800,000 7
./,’.’
$1,750,000 Wad 5 -
s
$1,700,000 / § prg
$1,650,000 2
ca”
1,600,000 e
$ [f]/
$1,550,000 T T T T
FY11 FY12 FY13 FY14 FY15
The Sanitation Fee, currently at S29 per month, comprises 12% of Fund revenues and is the third
largest revenue source.

Often times City Administration is asked why the Sanitation Fee is so high. The
fee is used to support household collection of solid waste, now via the Waste Industries
contract, curbside collection of yard debris, bulk debris, recycling and Fall leaf collection.
It also supports the cost for any capital equipment needed to support the Sanitation
services. Additionally, it has been a conscious decision of Council for many years to
increase the sanitation fee in order to provide operating revenues in lieu of a property tax
increase. Consequently, a significant part of the monthly fee is used to support general
services. The property tax equivalent of the sanitation fee revenues of $1,830,000 is
$0.20 cents. Consequently, if the City did not levy sanitation fee, property taxes would
have to be $0.82 cents instead of $0.62 cents.

Comparison of Property Tax With and Without Sanitation Fee
Fig. 7.3-10 R5d
3 May 2014
90 $0.82cents
80

iy
70 P
= E $0.62 cents s
<5 60 EORERRRA ]
Es R PRI ARRRRR RN
I g 50 ERER ]
e E sy iy
1% 5 40 sy iy
= 30 $29.00 e ]
S E CURTL R R AR,
o 8 20 sy iy
sy iy

10 sy Bk
L KN $0.00 LN

0
Sanitation Fee Property Tax Sanitation Fee Property Tax
With Fee and Property Tax With No Fee and Only Property Tax
It would take an increase of 19.5 cents on the property tax rate to eliminate the monthly sanitation
fee.

CAF 14-62: FY 14-15 Budget Message Presentation
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Powell Bill funds, the State’s distribution of the gasoline sales tax to localities, is
based on a locality’s lane miles and population. The State gas tax revenues are dependent
on increasing state-wide gasoline sales. Fuel efficiency in motor vehicles and the
Recession have impacted gas sales and thus the amount of Powell Bill revenues which
can be distributed to localities. When constrained State gas tax revenues are combined
with Henderson’s continued population decline and static road mileage growth, one
begins to understand why this important revenue source is not growing in the City’s
Budget. In other words, the City’s allocation of the Powell Bill distributions is
decreasing while cities and towns with growing populations and lane miles are
increasing. Henderson’s share of Powell Bill Revenues have not recovered to pre-
Recession levels.

Revenues: Powell Bill Allocation
Fig. 7.3-11 R1
18 April 2014

—&— Powell Bill Actual ---%---- Projected Powell Bill
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Powell Bill funding remains well below pre-Recession levels. Henderson's population is
decreasing and no local road mileage is being added to the street system.

Undesignated Fund Balance

The City’s undesignated fund balance is critical for two fundamental reasons. First, it
serves as a rainy day fund to provide one-time appropriations to assist with grant matches
and one-time capital needs. Secondly, and perhaps most importantly, it serves to provide
enough cash in the bank for cash flow purposes during the fiscal year.

The NC Local Government Commission (LGC) requires that localities maintain at
least an 8% fund balance. In 2005, Henderson’s undesignated fund balance decreased
from $4.5M, or 41.3% in FY0O to $22,268, or 0.0016% in FY06. City Council, in 2006,
adopted a fund balance growth policy in response to a LGC letter citing the City for
falling underneath the acceptable threshold. At the end of FY08, the fund balance had
recovered to 13.8%, or $2.1M. According to the FY13 Audit, the unassigned
(undesignated) fund balance had grown to $2,966,287, or 22.3% of budget. The goal is
to achieve 30% of budget in unassigned funds. No unassigned fund balance is
recommended for appropriation in FY15.
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Unassigned General Fund Unassigned Fund Balance--Annual
Fig. 7.3-10 R19

30 April 2014
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The fund balance has attained approximately 20% of budget, well above the State's minimum
requirement of 8%, but still not at the 30% target. Growth in the fund blance has been remarkable
given its 522,268 level in FYOS5.

General Fund Expenditures

The General Fund expenditures, on the other hand, are seriously limited from
many years of constrained allocations resulting in insufficient funding for capital outlay
and equipment, adequate staffing levels and compensation, and program expansion in
needed areas including recreation services, library operating hours, more aggressive code
enforcement, information technology and planning.

General Fund Expenditure Trend Analysis
Fig. 7.3-10 E14
1 May 2014
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There are no major new initiatives in the operations and very limited capital
expenditures for the General Fund during FY15. Of the 26 General Fund budget

sections:

18 are budgeted for less money than allocated on 1 July 2013 for the FY14
Budget. These budget sections are:
o 1) City Clerk & Governing Body, 2) City Attorney, 3) Administration,
4) Code Compliance, 5) Debt Service, 6) Planning and Community
Development, 7) Downtown Development, 8) Asset Forfeiture, 9)
Information Technology, 10) Bennett Perry House, 11) Public Services
Administration, 12) Garage, 13) Cemetery, 14) Streets, 15) Parks &
Recreation, 16) Youth Services, 17) Aycock Recreation Center, and
18) Local Agencies.

One (1) is budgeted for more money than allocated on 1 July 2013 for the
FY14 Budget, but that is because of the transfer of the receptionist position
from Administration to Human Resources. If the transfer of the position from
Administration had not been made, the Human Resources budget as well as
the Administration would both be less than 1 July 2013 levels. Thus 19 of
the 26 budget sections are budgeted at less than was allocated by City
Council for the 1 July 2013 FY 14 Budget. This budget section is:
0 19) Human Resources.

One (1) is budgeted for exactly the same allocation as 1 July 2013 funding
for the FY14 Budget. This budget section is:
o0 Public Buildings.

Six (6) are budgeted more money than was allocated on 1 July 2013 for
the FY14 Budget. These budget sections are:

o0 Finance—funding was provided for unfreezing the Assistant Finance
Director position and funding two actuarial studies required by law on
an every-other-year basis, therefore such funding was not provided in
the FY14 Budget.

0 Police—funding was provided for the purchase of three (3) vehicles,
otherwise, the operating budget is less than appropriated on 1 July
2013.

o Fire—funding was provided for the purchase of two (2) vehicles,
otherwise, the operating budget is less than appropriated on 1 July
2013.

o0 Sanitation—the annual increase in the cost for household sanitation
services has increased, thus making the budget larger than last year.

o0 Non-Departmental—funding was provided for Phase 1 of the
Classification and Pay Study implementation, otherwise this budget
would have been less than FY14 levels.
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o Joint Programs—this is larger than last year due to increased funding
for tax and E-911 services. The City is bound by contract to pay the
County for its share of these ‘contracted’ services.

It is often said local government must also tighten its belt when financial times are
difficult. No one would disagree with this sentiment; however, one must realize the City
of Henderson has been tightening its belt since the late 1990s as this protracted and
exasperating period of austerity continues. The total workforce has been reduced by
about 42 positions since FY01, and spending in the fund has seriously lagged inflation
since FYO09, thus eliminating flexibility within departmental operations and funding for
needed capital expenses and employee compensation. Despite these reductions in
spending and/or holding the line on other expenses, the City faces increases in the items it
procures in order to provide services. For example, increased costs for materials and
supplies, increased costs for asphalt and concrete, chemicals, electricity, fluctuations in
the prices of motor fuels and natural gas, etc.; all serve to impact the bottom line.

While the General Fund operating budgets are very tight, there are several areas
of impact which should be mentioned as follows:

e Street resurfacing budget is only $40,000.

e Storm drainage improvements budget is only $35,000.

e Public buildings’ maintenance is basically zero. There is no funding for
the Bennett Perry House, Old National Bank Building, Old City
Hall/Police Station attached to and part of the historic Fire Station on
Garnett and Young Streets. Additionally, there are no funds for the
painting of City Hall’s now faded mansard roof and interior walls which
are now showing six (6) years of wear and tear. It is probably time for the
City to have a discussion on the efficacy of keeping the Bennett Perry
House and the significant cost issues surrounding its renovation vis-a-vis
priority for other municipal buildings.

e Demolition funding for abandoned structures and codes compliance is
funded at $48,300, well below any figure that could meaningfully reduce
the backlog of 14 structures already condemned for demolition and with
an estimated cost of $90,500. Additionally, 15 more units will be brought
before Council by Fall, adding another $70,000 funding gap. Beyond
these 29 structures, 260 lie in wait for the condemnation process to begin.
It is estimated the cost to remove all 289 abandoned structures would be
about $1,250,500.

e Reduction-in-Force of two (2) full-time and four (4) part-time positions as
follows:

0 Main Street Director, full-time—essentially closing out this
operation except for the $10,000 annual contribution to the DDC.
Human Resources will work with this individual to find
employment elsewhere within the City.
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o Police Office Assistant, full-time—civilian position which is
currently vacant.
o Four (4) School Crossing Guards.
e Classification and Pay Plan-Phase 1 Implementation, $65,000, is
recommended.

While the aforereferenced budget data are sobering, there are a couple of bright
spots in terms of expenditures and revenues.

e Health insurance premiums will be reduced between 6% and 10%, thus adding
some relief to the budget balancing. Negotiations with Blue Cross/Blue Shield
are on-going.

e The State’s Tax and Tag program is generating about $150,000 to $200,000
more property tax revenues than received last year. This accrued to the
budget balancing and eliminated the need to use any of the undesignated fund
balance.

REGIONAL WATER FUND

The Regional Water Fund provides resources for the operations at the Kerr Lake
Regional Water Treatment Facility. Constructed in the early 1970s, this facility provides
water to Henderson, Warren County and Oxford. Henderson is the majority owner and
managing partner, 60%, with Warren County and Oxford each having a 20% interest.
The current capacity of the facility is 10 MGD; however, plans are underway to expand
the facility to 20 MGD. Funding for consulting engineers was provided in FY09 to assist
the City in pursuing the expansion of its Inter-basin Transfer (IBT) of water from 10
MGD to 20 MGD. It is expected this project will be “put-to-bid” in late 2015 or early
2016.

The regional partners sell water at retail to their own customers and other
governmental entities. Henderson currently sells water to the Kittrell Water Association,
Franklin County as well as residential, business and industrial customers. Additionally,
the City has water sales contracts with Vance County and Granville County.

Regional water sales have decreased over the past 18 months, and this trend is
expected to continue. It is expected water volume sales will decrease another 4.1% in
FY15 over FY14 levels. Overall, water sales are expected to drop by 9.6% since FY12.
This, of course, means lower revenues for the Regional Water Plant and capital reserves.
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KLRWS: Total Water Volume Sold by Year
Fig. 7.3-64 R3c
Last Updated: 30 March 2014
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Total water volume sales have decreased for the second yearin a row, and are predicted to decline during
FY15. Overall, water volume sales are down about 9.6% since the last high year of FY12.

Given the reduction in sales of water and in order to meet its operational needs
and provide adequate funding for capital reserves established for the planned expansion
of the facility, the Regional Water Fund must increase its water rates by 5%, effective 1
July 2014. Each percent increase results in about $39,000. This will result in an
additional $195,000 in revenues that will continue to provide for needed capital reserves.

Water rate increases can be expected annually until sufficient funds are provided
for the water plant’s expansion project. A trend analysis of rate increases is provided in
the following chart:

Regional Water Consumption Rate Increases
Fig. 7.3-64 R15
30 March 2014
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The FY15 rate is recommended for 5% increase and is needed to offset
significantly reduced water sales to the three Regional Partners.

The Regional Water System Fund is estimated to be $4,319,000 as compared to
$4,430,000 approved for FY14. 99% of its revenues are generated from the sale of water
to Henderson, Oxford and Warren County. 18% of its expenditures are dedicated for
debt service and 19% for capital reserve. Personnel expenses make up 16% of total
budget.
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WATER FUND

The Water Fund provides for the distribution of potable water to the City’s 8,800
customers and its three governmental customers of Kittrell Water Association, Franklin
County and Vance County. Vance County Phase 1A is now on-line and it is expected
Phases 2A&B will be on-line in the third or fourth quarter of FY15. The Water Fund is
estimated to be $7,167,000.

78% of Water Fund revenues are derived from the sale of water to retail
customers and wholesale governmental customers of Kittrell Water Association and
Franklin County. Water reservation fees from Granville and Vance counties make up
14% of revenues. Water sales are down, and is part of the overall driver for the reduced
water sales from the Regional Water Plant. Warren County and Oxford also report
reduced sales. At current levels, it appears total sales may be about $42,000 less than
budgeted in FY14.

Water Fund Revenues: Water Sales-Annual
Fig. 7.3-30 R1c
13 April 2014
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Water sales have decreased, thus resulting in less than budgeted revenues in
FY13 and FY14. The increase in revenues is based on the 5% rate increase.

In order to absorb the 5% water rate increase from the Kerr Lake Regional Water
Treatment Facility, pay for one-half of the costs for unfreezing the Public Utilities
Director position and reduced consumption, it is recommended that the water rate be
increased by 5%, effective with the first billing cycle in July. Each percent increases
yields about $27,000 from the City’s general rate customers. The impact on a residential
customer using 5,000 gallons per month would be $0.69 and $1.71 for inside and outside
customers; respectively. A time trend analysis of water rate increases is provided in the
following graph:
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Water User Rate Increases
Fig. 7.3-30 R15
22 April 2014
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It is recommended rates increase by 5% to cover the 5% Regional Water rate increase and
part of the salary for the Public Services Director.

SEWER FUND
Revenues

The Sewer Fund provides for the collection of sanitary waste and treatment for
the City’s 6,990 customers. The Sewer Fund is expected to be $4,842,000 in FY15. 91%
of the fund’s revenues are derived from the sewer user fee. Revenues are estimated to be
lower in FY14 than budgeted by about $66,000 due to reduction in water sales.

Sewer Fund Revenues: Consumer Bills--Annual
Fig. 7.31-R1c
Last Updated: 17 April 2014
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The large increase in FY13 is due to a 9% rate increase. Figures for FY14 and FY15 are
budget estimates. A 1% increase was approved in FY14 and a 3% rate increase is
recommended for FY15. This revenue sources provides 90.9% of total fund revenues.

It is recommended that the sewer rate increase by 3% in order to provide for
increased operational costs and paying for one-half of the costs to unfreeze the Public
Utilities Director position. Each percent generates $37,000.
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Sewer User Rate Increases
Fig. 7.3-31: R15
29 March 2014
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The recommended rate increase for FY15 is 3%. Refer to Fig. 7.3-31 R15a for comparable
rates' analysis. The 9% increase in FY13 was to jump-start the sewer plant rate
stabilization reserve fund.

Expenditures

The Sewer Fund is divided into three budgetary sections as follows: 1)
Henderson Water Reclamation Facility (sewer plant); 2) sanitary sewer collection system
maintenance and construction; and 3) Inflow & Infiltration (I & 1). The major capital
initiative is the reservation of $436,000 for sewer plant improvements’ rate stabilization
reserve.

EMPLOYEES

The single most important asset that the City has is its workforce. In the City
Council’s recently adopted Strategic Plan, Key Strategic Objective 6 acknowledges the
value of the employees and the need to address several critical workforce related issues
including competitive pay, cost of living adjustment and retention of qualified
employees.

Staff Capacity and Staff Capability Issues

Historically speaking, the City has slipped significantly in pay competitiveness
over the previous decade. The prolonged budgetary crisis that has existed since 2001 and
now, the current Recession have caused resources to be diverted to other operational
needs and to avoid increasing the tax rate. The budgets have, in part, been balanced by
not funding up to 19 positions and not keeping the pay/classification system up-to-date.
The last pay and classification study commissioned by the City was in 1992.

The end result of this practice has been to reduce staff capacity to perform work.
The long-term outcomes of this include staff burnout, reduced effectiveness in the
performance of work and things falling between the cracks. Many FLSA exempt
employees are working in excess of 60 to 70 hours per week. They are paid for 40 hours
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per week. Many FLSA non-exempt employees are working significant hours of overtime
in order to keep up with work demands. This results in a high compensatory time ratio to
hours worked. Neither is sustainable over a long period of time.

The recently completed 2014 Classification and Pay Study, received by Council during
its 12 May 2014 meeting, has determined, on average, the City’s workforce is paid about
22.67% less than peer cities and towns. The cost to fully implement the Study’s
recommendations would exceed $1.4M; consequently, a minimal amount of funding has
been set aside in the budget to begin Phase 1 of a five-year implementation plan. Thus,
about $117,000 has been budgeted across the four operating funds in order to start
addressing this issue.

DEBT SERVICE

All debt is allocated to and expended from the operating budgets. Debt includes
General Obligation Bonds, Revenue Bonds, Certificates of Participation (COPS) and
lease purchases for vehicles and equipment. There are no plans to issue bonds or COPS
during FY15. Total debt has been reduced from $30,126,051 in FY08 to $15,162,440 at
the end of FY13.

State law limits the legal debt margin to 8% of net assessed value of real estate within
the corporate limits. The City is well below this margin and its total debt is trending
downward. The City’s legal debt margin has increased from $59,435,698 in FY04 to
$79,101,708 in FY13.

Long term debt is not expected to increase until FY15 when the sewer plant project
becomes due. There are no plans to add to the general fund debt in the foreseeable future.
Additionally, the debt on Aycock Recreation Center will be paid off in FY16. A good
deal of information on this subject matter is provided in the Debt Service Fund sections
of each of the operating funds. As the overall debt limit has decreased, so too has the per
capita debt. It has reduced from a high of $2,500 in FY04 to a low of $990 in FY13.
This is estimated to increase to $1,831 when the sewer plant debt is due.

Per Capita Debt
Fig. 7.39F
12 May 2014
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Per capita debt has been decreasing since FY04; however, this metric will increase in late
FY15 when the debt for the sewer plant is booked after construction has been completed.
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BUDGET REVIEW PROCESS

The Budgetary Review process begins its legislative phase this evening with the
presentation of the Budget to the Mayor and City Council. The budgets are increasingly
difficult to balance at the staff level and to review and approve at the Council level. The
continuing Period of Austerity that began in the late 1990s continues to this day.

I am very proud of the City’s work force and the good work they provide to the
City and its residents each day. | am very proud of the hard work given to the budgetary
process this year by the department directors and their good spirit in doing so while, at
the same time, knowing many needed initiatives and funding streams for operations are
not being met.

IN CLOSING

The preparation of a City budget is a prodigious task requiring great teamwork.
Many individuals spent countless hours, many after hours and weekends, to develop and
bring this budget together. 1 would like to thank all of the Department Directors and their
staff for their hard work in preparing very conservative and constrained budget.

I would like to recognize and thank Executive Assistant Patricia Pearson for her
excellent work in helping edit and produce the Work Budget book. This document would
not have been possible without her.

I would like to thank Finance Director Kathy Brafford, Assistant City Manager
Frank Frazier and City Clerk McCrackin for the many, many hours they worked in
helping me prepare the budget and the many hours the Department Directors and their
staff spent in preparing and working with me in the development balancing of the budget.

Finally, I would like to thank the City Council for its approval of the Strategic
Plan and providing guidance and direction to the Staff as it began to develop the budget.

The staff and | look forward to working with the City Council over the next
several Budget Work Sessions.

Respectfully Submitted,

AP

A. Ray Griffin, Jr.
City Manager
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TO:

FR:

RE:

5 June 2014

The Honorable James D. “Pete” O’Geary and Members of the City Council
Ray Griffin, City Manager

CAF: 14-62-A

Conduct Budget Public Hearing and Consideration of Citizen Input;
Consideration of Ordinance 14-34, Adoption of FY14-15 Budget, and
Resolution 14-42, Adoption of May 2014 Classification and Pay Plan

Council Goals and Objectives Addressed

KSO 8: Provide Financial Resourcing: To provide sufficient funds for municipal
operations and capital outlay necessary to meet the needs of citizens, customers and
mandates of regulatory authorities.

o0 Action Plan 8-1: Grow undesignated fund balance

KSO 4: Improve Housing Stock: To Improve the condition and expansion of the
housing stock.
0 Action Plan 4-1: Aggressive code enforcement

KSO 5: Reliable Infrastructure: To provide reliable, dependable and environmentally
compliant infrastructure systems.

0 Action Plan 5-2: Expand the Kerr Lake Regional Water Treatment Facility

0 Action Plan 5-4: Upgrade sewer plant

0 Action Plan 5-5: 2” Water line replacement

KSO 6: Retain Qualified Municipal Workforce: To provide a supportive and
competitive workforce climate that facilitates and maintains a strong workforce
capability and adequate staffing levels.

0 Action Plan 6-1: Pay classification Study

Ladies and Gentlemen:

Recommendation:

e Conduct Budget Public Hearing and Consider Comments from the Public
e Approve Ordinance 14-34, Adoption of FY14-15 Budget, and
e Resolution 14-42, Adoption of May 2014 Classification and Pay Plan

CAF 14-62-A FY 14-15
Consensus Budget Message: 9 June 2014
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Executive Summary:
Consensus Budget Achieved

The FY14-15 Work Budget was presented to City Council during a Special Called
Meeting on Monday, 19 May 2014. Subsequent to the Budget’s presentation, City
Council met in two budget work sessions on 20 and 22 May. A consensus of Council
was achieved at the 22 May budget work session. A summary of the changes made to the
Recommended Work Budget are provided below:

e Regional Water Fund
0 The recommended 5% rate increase was reduced to 4%.
= A reduction in the transfer to 78: Regional Capital Reserve Fund was
made to compensate for the reduced revenues.
e Water Fund
0 The recommended 5% rate increase was reduced to 3.5%.
= Reductions in the 30-818: purchase for resale line item and transfer to
79: Rate Stabilization Fund Capital Reserve Fund were made to
compensate for the reduced revenues.
e Sewer Fund
0 The recommended 3% rate increase was maintained at 3%.
= There were no changes made to this fund.
e General Fund
0 There were no recommended increases in the property tax and sanitation fee
rates, and Council’s consensus on the Budget did not change this
recommendation. The only change made to the Fund is as follows:
= Provide an $800 initial contribution to the Boys and Girls Club. This
was achieved by transferring $400 each from the 10-510: Police and
10-530: Fire departments’ budgets.
e All Other Funds
0 There were no changes made to the following funds’ recommended budgets:
= 11: Powell Bill, 40: Library Trust Fund; 50: LEO Trust Fund; 51:
Elmwood Cemetery Trust Fund; 70: Capital Reserve Utilities Fund,;
72: Capital Reserve General Fund; and 73: Capital Reserve Economic
Development Fund.

Budget Ordinance and Fee Schedule

The Budget Ordinance and its appended Fee Schedule have been prepared to reflect the
Consensus Budget achieved by City Council on 22 May. Included with the utility rate
increases for retail customers, rates for bulk water and governmental customers have
been adjusted according to the percentages of increase authorized by Council.
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Additionally, it is recommended two tweaks to the security deposit section of the fee
schedule be amended as follows:

e Reduce the out-of-city residential water-only deposit from $200 to $150.
Experience has shown the $200 is well above the amount needed to secure the
City’s interest.

e Increase the commercial deposits from 2.5 times the average bill to 2.5 times
average or $150, whichever is larger. We are finding in some cases the City’s
security interest is not being achieved. The $150 minimum would ensure the
City’s fiduciary interests are being met.

May 2014 Classification and Pay Study

Strong Council support of the Phase 1 implementation of the Classification and Pay
Study was achieved during the presentation of the Study by Ms. Veazey, President of The
MAPS Group as well as during the two budget work sessions. Approval of Resolution
14-42 will have the effect of putting the new Classification and Pay plan on the books,
with implementation of Phase 1 of a five-year implementation plan.

Main Street Program Concerns

The Mayor, Members of Council and City Administration have been receiving calls and
letters expressing concern about the de-funding of the Main Street Program. These
concerns are surely understandable and have created stress on those affected. Several
members of Council and several private citizens have asked what alternatives are there
for restoring funding so the program can continue. The cost to restore funding for the
position is $53,000. This figure, the amount reduced from the budget, is essentially for
salary and personnel related costs and does not provide for any significant
operational/programming funding. As with all things, there are options. With each option
comes a new set of pros and cons.

The options to restoring funding for this program are several, including:
1. Increase Revenues:

a. Increase property tax rate by $0.006, or 6/10 of one penny, or increasing
the tax rate from $0.62 to $0.626; or

b. Increase sanitation fee by $0.85 per month, or bringing the monthly fee to
$29.85. A $0.40 per month increase could be easily justified given the
increase in the Waste Industries contract; or
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c. A combination of increasing both the property tax and sanitation fee.
Both of these sources of revenues are recurring revenues and would be
used to offset a recurring expense.

d. Increase use of undesignated general fund balance, a non-recurring
revenue source, from $0.00 to $53,000. This goes against Policy of using
this funding source to finance recurring expenses. This alternative is not

recommended.

2. Living Within Our Means:

a. This would mean changing budget expenditure priorities within the
existing budget. It should be noted the General Fund is recommended at a
level $104,000 less than the budget adopted on 1 July 2013.

I. When adjusted for the inter-departmental transfer of one position,
19 of 26 General Fund budget departments are at lower funding
levels than they were allocated on 1 July 2013.

ii. One is budgeted at the same level as 1 July 13 funding.

iii. Six (6) departmental budgets are larger than 1 July 2013 levels.
Their budgets are larger because of the following:

1.
2.

3.

Police and Fire are larger due to the purchase of vehicles;
Sanitation is larger due to the increase cost for Waste
Industries contract;

Joint Programs is larger due to increases in costs for E-911
and Tax Administration;

Finance is larger due to two biennial audits not funded in
FY13 coming due in FY14 and the addition of one-half
year’s funding for un-freezing the assistant finance
director’s position;

Non-Departmental is larger due to funding for Phase 1 of
the new Classification and Pay Plan.

b. The several areas of budget expansion not resultant from contractual
obligations, such as increased costs for County services via the Joint-
Programs’ contracts, the Waste Industries Sanitation Services Contract,
etc., are enumerated below. Council could transfer funding in whole or
part from these various expenditure accounts to provide funding for
restoring the Main Street Program.

CAF 14-62-A FY 14-15

Consensus Budget Message: 9 June 2014

CBM: Page 4



FY 14-15 BUDGET
CONSENSUS BUDGET MESSAGE

Sequence of Actions

. $19,000: Lease purchase for replacement of three police cars;
. $15,000: Lease purchase for replacement of two inoperable fire

vehicles;

iii. $65,000: Phase 1 funding for new Classification & Pay Plan;

$30,000: Funding for % year for assistant finance director
position.

Subsequent to conducting the Budget Public Hearing and considering comments made by
the public, City Council has several courses of action options:

1. Subsequent to review and consideration of comments made by the public during
the Budget Hearing, it may:

a. Adopt the Budget Ordinance based on the Consensus Budget of 22 May,

or

b. Delay adoption of the Budget Ordinance and at the close of the Council
Meeting, recess and reconvene on Tuesday, 10 June for further discussion
to either confirm the Consensus Budget of 22 May or revise said Budget
and form a new Consensus Budget for Adoption.

Enclosures:

If a new consensus Budget is developed subsequent to the Budget
Hearing, for example, at the potential 10 June meeting, staff would
revise the Budget accordingly and bring an amended Budget
Ordinance reflecting the New Consensus Budget at the 23 June
Council Meeting.

NC General Statutes require the adoption of a balanced budget not
later than 30 June. The FY14-15 Budget becomes effective on 1
July.

1. Ordinance 14-34
2. Resolution 14-42

3. CAF 14-62

CAF 14-62-A FY 14-15
Consensus Budget Message: 9 June 2014
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TO:

FR:

RE:

12 June 2014

The Honorable James D. “Pete” O’Geary and Members of the City Council

Ray Griffin, City Manager %%&

CAF: 14-62-B
Approval of Ordinance 14-34, FY14-15 Budget, and Resolution 14-42,
Adoption of May 2014 Classification and Pay Plan

Council Goals and Objectives Addressed

KSO 8: Provide Financial Resourcing: To provide sufficient funds for municipal
operations and capital outlay necessary to meet the needs of citizens, customers and
mandates of regulatory authorities.

o0 Action Plan 8-1: Grow undesignated fund balance

KSO 4: Improve Housing Stock: To improve the condition and expansion of the
housing stock.
0 Action Plan 4-1: Aggressive code enforcement

KSO 5: Reliable Infrastructure: To provide reliable, dependable and environmentally
compliant infrastructure systems.

0 Action Plan 5-2: Expand the Kerr Lake Regional Water Treatment Facility

0 Action Plan 5-4: Upgrade sewer plant

0 Action Plan 5-5: 2” Water line replacement

KSO 6: Retain Qualified Municipal Workforce: To provide a supportive and
competitive workforce climate that facilitates and maintains a strong workforce
capability and adequate staffing levels.

0 Action Plan 6-1: Pay classification Study

Ladies and Gentlemen:

Adoption of Budget and Related Resolutions:

e Ordinance 14-34, Adoption of FY14-15 Budget and Annual Fee Schedule
o This Ordinance was unanimously approved by City Council

e Resolution 14-42, Adoption of May 2014 Classification and Pay Plan
0 This Resolution was unanimously approved by City Council

CAF 14-62-B; FY 14-15
Approved Budget Message: 11 June 2014-Recessed 9 June 2014
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Executive Summary:
Consensus Budget Adopted

The FY14-15 Consensus Budget' was presented to the public via a Budget Public
Hearing held on 9 June 2014. A more complete accounting of the public comments may
be found in the Council Minutes from this meeting. After receiving public comment and
discussion about same by Council Members, it was the consensus to recess the business
meeting and reconvene on 11 June to continue budget deliberations.

Council reconvened its 9 June Council Meeting on 11 June to continue discussions on the
budget. The major area of concern in the Recommended and Consensus budgets was the
elimination of the full-time Main Street Manager and losing State Main Street Program
designation. These concerns reflect the significant majority of comments made by those
attending the Budget Hearing.

Council Member Daeke offered an approach which seeks to strike a balance of these
concerns. Specifically, he offered the following suggestions to the Council:

e The position will not be funded. The City Manager has said the Main Street
Manager would be very good in the now vacant Zoning Administrator position.

e We look at the possibility of utilizing the Redevelopment Committee to work with
the DDC on downtown (could downtown be declared a redevelopment zone?).
We would ask that the DDC members to stay committed to that mission. Their
function would remain the same.

e We propose a different focus for DDC this year and see how it works...working
on the physical look of downtown to improve facades and signage. |1 would
propose the City try to provide some funds to re-start these older, but very
successful, programs that businesses loved and utilized in years gone when we
gave the DDC an operating budget. | believe those funds could come from salary
not used this year for the now vacant Planning Director’s position, funds that
would revert to fund balance, but we give to DDC soon after we hire that position,
and we know exactly what was saved. The target would be somewhere between
$8,000 to $20,000.

e DDC could them offer downtown businesses/property owners sign grants and
facade grants, and they now have a small business loan program. These would be

! The FY14-15 Consensus Budget was developed by City Council during its Budget Work Session #2 held
on 22 May 2014.

CAF 14-62-B: FY 14-15
Approved Budget Message: 11 June 2014-Recessed 9 June 2014
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incentives for business, and would physically improve the look downtown of
existing and new businesses.

Council Members discussed Mr. Daeke’s proposal and agreed to it provided the matter
would be revisited as part of the FY15-16 Budget review process. All Council Members
expressed support for Downtown and the City’s role in it, and all expressed aspirations
for improving the partnership between the public and private sectors, refocusing on the
Main Street Mission and to try and find some level of funding for a fagade and signs
grant program.

Subsequent to the discussion about the Main Street Program, Council achieved a
unanimous consensus to proceed with adoption of the Consensus Budget presented to the
Public Hearing.?

A summary of the significant highlights to the Adopted FY14-15 Budget are as follows:

1. General Fund Budget

a. Fund is $104,000 less than the Approved FY14 Budget

b. No property tax increase

c. No sanitation fee increase

d. Initial funding of $800 for Boys and Girls Club, with funding coming
from Police and Fire recommended budgets in order to keep budget at
recommended level

e. De-funding of the Main Street Manager position (see commentary above)

Water Fund Budget
a. Water rate increase of 3.5%
b. Reduced contribution to 79: Rate Stabilization Fund and reduced
appropriation for purchase for resale to off-set revenues lost from 1.5%
reduction in the rate

Sewer Fund Budget
a. Sewer rate increases of 3% and no changes to recommended budget.

Regional Water Fund
a. Regional water rate increase of 4%
b. A reduction in the transfer to 78: Regional Capital Reserve Fund was
made to compensate for the reduced revenues.

All Other Funds
a. There were no changes made to the following funds’ recommended
budgets:

CAF 14-62-B; FY 14-15
Approved Budget Message: 11 June 2014-Recessed 9 June 2014
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i. 11: Powell Bill, 40: Library Trust Fund; 50: LEO Trust Fund; 51:
Elmwood Cemetery Trust Fund; 70: Capital Reserve Utilities
Fund; 72: Capital Reserve General Fund; and 73: Capital Reserve
Economic Development Fund.

6. Other recommended changes to the Annual Fee Schedule include a reduction in
the out-of-city water only security deposit, and an increase in the
commercial/business security deposits.

7. Approval of the May 2012 Classification and Pay Plan, including year one
appropriations of the five-year implementation plan.

References:

CAF 14-62 Recommended Work Budget Message

CAF 14-62-A Consensus Budget Message

CAF 14-62-B Adopted Budget Message

Council Minutes 19 & 20 February 2014 (Strategic Planning Sessions)
Council Minutes 12 May 2014 (Classification & Pay Study Presentation)
Council Minutes 19 May 2014 (Presentation of FY14-15 Recommended Budget)
Council Minutes 20 May 2014 (Budget Work Session #1)

Council Minutes 22 May 2014 (Budget Work Session #2)

. Council Minutes 9 June 2014 (Budget Hearing)

10. Council Minutes 11 June 2014 Adoption of Budget)

11. Ordinance 14-34 (FY14-15 Approved Budget and Fee Schedule)

12. Resolution 14-42 (Approval of May 2014 Classification and Pay Study)

CoNo~WNE
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RESOLUTION
14-42

A RESOLUTION APPROVING
THE MAY 2014 POSITION AND CLASSIFICATION & PAY PLAN
FOR THE CITY OF HENDERSON

WHEREAS, the City Council conducted its Annual Strategic Planning Retreat (Retreat) on 19
and 20 February 2014; and

WHEREAS, this Resolution addresses one (1) Core Value and one (1) Key Strategic Objective
as follows: Core Value &8: Values Employees: We value our employees and the
contributions they make to the City and to the citizens and customers of our community;
and Key Strategic Objective 6: Develop and Maintain a Qualified Municipal Workforce,
To provide a supportive and competitive workforce climate that facilitates and maintains
a strong workforce capability and capacity and adequate staffing levels; dction Plan 6-1,
Pay Classification Study; and

WHEREAS, pursuant to North Carolina Statues and the Code of the City of Henderson, Section
2-23, the City of Henderson is an employment “At Will” organization; and

WHEREAS, a formal, comprehensive Classification and Pay Plan was last conducted for the
City in 1993, and therefore out-of-date and no longer competitive with peer communities;
and

WHEREAS, funding was appropriated by the City Council in the FY14 Budget for conducting
an up-to-date Classification and Pay Study (Study); and

WHEREAS, the City utilized The MAPS Group through a contract with the North Carolina
League of Municipalities to conduct the Study; and

WHEREAS, the Study was presented to the City Council at its regular meeting held on 12 May
2014; and

WHEREAS, the Study includes an overall Personnel Policy review and update; however, said
Personnel Policy amendments will be presented to Council later this summer for approval
once they have been completely formatted; and

WHEREAS, the Recommended FY14-15 Budget includes funding for Phase 1 of a Five (5) Year
implementation plan to adopt and utilize the Position Classification and Pay Plan
recommended by The MAPS Group; and

Resolution Book 4: Resolution 14-42
Page 1 of 14
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WHEREAS, during its budget work sessions, the City Council has voiced strong support for the
adoption of the recommended May 2014 Position Classification and Pay Plan and Phase
1 implementation of same as part of its 22 May 2014 Consensus Budget.

NOW, THEREFORE BE IT RESOLVED BY THE HENDERSON CITY COUNCIL THAT
IT DOES HERERY REVOKE the Classification and Pay Plan currently in use AND
APPROVES the May 2014 Classification and Pay Plan for the City of Henderson
performed by The MAPS Group, said complete Classification and Pay Plan (Plan) being
on permanent file in the Office of the City Clerk and in the City’s Official Records Vault;
however, a more complete summary of said Plan is provided as Attachment A to this
Resolution.

AND BE IT FURTHER RESOLVED BY THE HENDERSON CITY COUNCIL THAT the
City Manager and his designees are authorized to implement the May 2014 Position
Classification and Pay Plan in a manner consistent with the Personnel Policy, Position
Classification and Pay Plan recommendations and within budgetary appropriations.

AND BE IT FURTHER RESOLVED BY THE HENDERSON CITY COUNCIL THAT this
Resolution shall become effective on 1 July 2014,

The foregoing Resolution 14-42, mlroduced by Council Member Coffey and seconded by
Council Member Daeke on this the 11" day of June 2014, and having been submitted to a roll
call vote, was approved by the following votes: YES: Coffey, Inscoe, Rainey, Peace-Jenkins,
Daeke, Simmons, Daye and Kearney. NO: Nong~ ABSTAIN: None. ABSENT: None.

Tames D O Geary, Mayor

ATTEST:

Coete . ) ot

Esther J. Mg@rackin, City Clerk”

Approved to Legal Form: {7

L

John H. Zollicoffer, J rtgﬂy Attorney

Reference: Minute Book 43, p 31

Resolution Book 4
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Resolution 14-42
Attachment A

PAY PLAN IMPLEMENTATION
Overview

We conduclted a market survay of minimum and maximum salaries for the selected jobs, Range
percantages (the difference between the minimum and maximum of the range) varled ag follows:

Albemarle 48%
Clayton 48%
Creedmoor 50%
Garner 85%
Hillsborough B0%
Oxford 50%
Smithfield 53%
Roxboro 48%
Wake Forest 98%
Vance County 55%
South Granville W & & 48%
Average 57%
Henderson Recommended 50%

The salary ranges In the recommended pay table are approximately 50% from starting to maximum
salary. Grades 5% apart have been established. An open range salary schedule has been
recommanded lo provide flexibility in providing in-range salary increases. These ranges provide
for employee advancement as & result of increased value to the City because of increased
experience, and as an incentive and reward for increased performance. When annual market
adjustments (cost of living adjustments) are made to pay ranges to account for inflation and local
labor market changes, the whole table should reflact the adjustment, thus maintaining competitive
entry level rates of pay.

Compression, Normally, given the seniority of some City employees, one would expect to find half
of the City's employees below Midpoint and half above Midpoint. As can be seen on page 33, that
is nat the case currently or in the recommended implementation options. There are two primary
disadvantages to this compressed distribution. The first, long term, high performance employees
are making the same or nearly the same as employees with less tenure. There are often morale
problems assoclated with this and it can lead to turnover. The second problem is that when the
City has the opportunity to hire highly qualified candidates; it Is very difficult to offer such prospecis
salaries above entry level when employees with a number of years of service are compensated
near those entry levels,

35
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Implementation

Employee salaries are adjusted to at least the Hiring Rate of the new range and at least at the
Minimum of the range if the empleyse has passed probation, censistant with the parsonnel policy
recommendation, In addition, employees are moved into the range based on 1% per year of
service above the Minimum of the range.

Initial annual cost to implement $1,443,008
Cost as a percentage of payroll 20.30%

This is a very conservative implementation strategy because using this approach it would take 45
years for an employea to reach the top of the salary range.

Study Phase - In

The City requested that we prepare a five year study phase-in plan. If the goal is to be at market in
five years, the City will need to add market adjustments to the ranges periodicaily, The costs are
estimates and are subject to change based on any market adjustments the City provides, turnover,
etc, We have not taken into account compounding that will accur aver time. We have added a
performance pay component that will reduce overall costs slightly.

Year 1. July 1, 2014 Cost: § 116,666 Parcentage of Payroll: 1.68%

Reduce the recommended salary ranges by 18%; use a Minimum Rate (probationary completion
step) that is 2.5% Instead of 5% above the Hiring Rate; and place employees 0.33 percent per year
of service above the Minimum Rate and cap increases at the Midpoint Rate,

Year 2. July 1, 2018 Cost: § 354,106 Percentage of Payroll: 4.5%

Increase the salary ranges by 4% over the previous year and move employees whose
performarice Is rated at the “exceeds expectations” level to 0,5% per year of service,

Year 3, July 1, 2016 Cost: § 389,616 Percentage of Payroll: 5.6%

Increase the salary ranges by 5% over the previous year and move employees whose
performance Is rated at the "exceeds expectations® level to 0,76% per year of service and
employees whose performance is rated at the “meets expectations” level to 0.5% per year of
service.

Year 4. July 1, 2017 Cost: § 388,516 Percentage of Payroll: 5.5%

Increase the salary ranges by 5% over the previous year and move employees whose
36
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performance is rated at the "exceads expectations” level to 1% per year of service and employees
whose performance is rated at the "'meets expectations” level to 0,75% per year of service.

Yaar 6, July 1, 2018 Cost: § 460,337 Percentage of Payrall: 6.6%
Increase the salary ranges by 4%, move the Minimum Rate to 5% above the Hiring Rate and move
employees whose performance is rated at the ‘exceeds expectations® level to 1% per year of

service and employees whose performance Is rated at the “meets expectations” level to 0.75% per
year of service.

Important Notes;

1. The costs reflected above represent salary cost only and do not reflect the cost of benefits
associated with salaries,

2, If there are employees who have recent documented disciplinary action and who are not
currently fully performing duties as needed by the City, the Manager may delay
implementation of any increases that employee would receive untll such time as the
employee is fully meeting job requirements. Otherwise, all employees should be treated
consistently in the Implementation to avoid legal liabilities.

3. These recommendations are based on salary data effective September 2013, In July 2014,
many of these same organizations will update their ranges based on cost of living.
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City of Henderson
Recommended Salary Schedule

2013-2014
HIRING
GRADE RATE MINIMUM MID POINT MAXIMUM GRADE
3 19,425 20,306 24,282 36,138 3
4 20,306 21,416 265,485 30,504 4
5 21,416 22,487 26,770 32,124 5
6 22,487 23,611 28,109 33,731 6
7 23,611 24,702 20,514 35417 7
8 24,702 26,032 30,990 7,188 8
9 26,032 27,334 32,540 30,048 g
10 27,334 28,701 34,168 41,001 10
14 28,701 20,138 35,877 43,052 11
12 30,136 31,643 37,670 46,204 12
13 31,643 38,225 39,554 47,465 13
14 33,225 34,886 41,632 48,838 14
15 34,886 36,630 43,608 52,329 18
16 36,630 38,462 45,788 54,945 16
17 38,462 40,385 48,078 57,693 17
18 40,386 42,404 50,482 60,578 18
19 42,404 44,524 53,005 83,606 19
20 44,524 48,750 56,666 66,786 20
21 46,750 48,088 58,438 70,125 21
22 49,088 51,542 61,360 73,632 22
23 51,542 54,118 64,428 77,313 23
24 54,119 56,826 67.649 81,179 24
25 56,825 59,666 71,032 85,238 25
26 59,666 62,649 74,583 89,499 26
27 62,649 65,781 78,312 83,674 27
28 65,781 60,070 82,227 98,672 28
29 89,070 72,524 86,338 103,605 29
20 72,524 76,150 90,655 108,786 30
31 76,150 79,958 95,168 114,225 31
32 79,958 83,956 90,948 119,937 3
a3 83,956 88,154 104,945 125,934 33
34 88,154 92,562 110,193 132,231 34
35 92,562 97,190 115,703 136,843 35
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Clty of Henderson
Salary S8chedule
2013-2014
with 18% reduction
HIRING
GRADE RATE MINIMUM MID POINT MAXIMUM GRADE
3 18,000 16,400 20,000 24,000 3
4 16,800 17,220 21,000 25,200 4
5 17,640 18,081 22,060 28,460 5
6 18,622 18,885 23,183 27,783 6
7 19,448 19,934 24,310 29,172 7
B 20,420 20,931 26,526 30,630 8
] 21,441 21,877 26,802 32,182 ]
10 22,513 23,076 28,142 33,770 10
1" 23,638 24,230 20,549 35,469 11
12 24,821 25,442 31,027 87,232 12
13 26,082 26,714 32,578 38,003 13
14 27,3685 28,040 34,207 41,048 14
15 20,733 26,461 35917 43,100 18
18 30,170 30,924 s 45,255 16
17 31,879 32,471 39,598 47,619 17
18 33,263 34,085 41,578 49,895 18
19 34,826 35,789 43,668 62,389 19
20 38,672 37,589 45,840 6,008 20
21 38,506 30,469 48,133 57,750 21
22 40,431 41,442 50,536 60,647 22
23 42,453 43,514 53,067 63,680 23
24 44,576 45,890 56,720 66,864 24
25 46,805 47,975 68,507 70,208 26
26 49,145 50,374 61,432 73,718 26
27 51,602 52,892 64,503 77,403 27
28 54,182 55,537 67,728 81,273 28
20 56,801 58,313 71,114 85,337 29
30 50,736 61,229 74,670 89,604 30
3 62,723 84,291 78,404 94,085 3
32 65,859 67,605 82,324 98,789 a2
33 60,152 70,881 86,440 103,728 33
34 72,610 74,425 90,763 108,915 34
36 76.241 78,147 95,302 114,362 36
k]
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CITY OF HENDERSON
EMPLOYEE RANGE DISTRIBUTION

TR T .
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Increases Capped at Midpoint of the Range
Reduce recommended range by 18%
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Cliy of Handeraon
List of Clagses Arranged by Grade

FLEA HIRING
GRADE CLABSIFICATION STATUS  RATE MAXIMUM
8 S 21418 82184
8 Parking Enforeement Agant/Custodian 22487 33,731

7 ) 23611 9BMT

8  Hydrent Maintenance Techniclan 24762 37,188
Maintenance Worker
Meter Reader
Office Asaistant
Parks Maintenance Worker
Street Maintenance Waorker
8 Plant Maintenance Worker 26,032 39,048
Solld Waste Equipment Operator
Street Sign Technician
Utiiity Maintenance Machanic

10 Customer Services Representative 27,334 41,001
Fleet Service Techniclan
Public Works Crew Leader
Senlor Street Maintenance Worker

11 Admini Support Speciall 28,701 43,052
Human Resources Technician
Police Records Clerk

12 Accounting Technician 30,136 45,204
Accounts Payable Specialist .
Plant Maintenance Mechanic
Senlor Police Records Clerk
Treatment Plant Operator
Utility Billing Specialist

13 Athletics Program Specialist 31,643 47 465
Firefighter
Laboratory Technician

Payroll Specialist
Street Maintenance Crew Leader

14 Executive Assistant 33,225 49,838
Fleet Maintenance Mechanic
Laboratory Analyst

Senior Firefighter
Utility Maintenance Crew Leader
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City of Henderson
List of Clagses Aranged by Grade

FL8A HIRING
GRADE CLASSIFICATION BTATUS  RATE MAXIMUM
16 Codes Compliance Inspector ) 34,886 82,320
Fire Englneer
Instrument Technician
Parks Maintenance Supervisor
Police Detactive *
Police Officer
Police Recorde Supervisor

18 Accountant 36830 54,948
Chemist

17 Administrative Sarvices Officer 30462 67,683
Aquetics Program Supervisor
Athletics Progrem Supervisor
Fleet Maintenance Supervisor
GIS Technician
Plant Maintenance Supervisor
Public Works Supervisor
Recreation Center Suparvisor
Racreation Program Supervisor
Senior Instrument Technician
Street Maintenance Supervisor
Youth Services Program Coordinator
Zoning Administrater

18 Chief Treatment Plant Operator 40,385 60578
Construction Inspector
Customer Services Supervisor
Engineering Technician
Fire Lieutenant
Laboratory Supervisor
Police Detective Sargeant
Police Sergeant

19 City Clerk 42404 63808
Community Development Specialist
Main Street Program Menager

20 Distribution and Collection System Supervisor 44,524 66,786
Police Detactive Lisutanant
Palice Lieutenant E
2 Accounting Services Manager E 48,750 70125
Fire Battalion Chief E
Youth Services Program Manager
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FY 14-15 BUDGET
RESOLUTION 14-42
2014 POSITION CLASSIFICATION & PAY PLAN

Qity of Henderson
List of Classes Arranged by Grade

FLBA HIRING
GRADE CLASSIFICATION STATUS _ RATE MAXIMUM
22 Code Compliance Directar E 49,088 73,632
Polica Captain E
23  Assistant Fire Chief E 51842 77313
Public Services Operations Manager E
Treatment Plant Director E
24 84118 81478
26  Human Resources Director E 66,826 85238
28 Parks and Recreation Director E 59,666 80,460
Planning and Community Development Director E
27 Fira Ghief E 62,649 93,874
28 City Engineer E 65761  se672
Finance Director E
Palice Chief E
Public Services Director E
29 69,070 103,605
30 72,524 108,786
31 Assistant City Manager E 76,150 114,225
32 79,958 119,937

E = Exempt from the Wage and Hour Provisions
of the Falr Labor Standards Act (FLSA)
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FY 14-15 BUDGET
RESOLUTION 14-42
2014 POSITION CLASSIFICATION & PAY PLAN

City of Hendersen
List of Classes Arranged by Tille

HIRING
GRADE CLASSIFICATION RATE _ MAXIMUM
16 Accountant 30,630 54,845
21 Accounting 8ervices Manager 46,760 70,126
12 Accounting Technician 30,136 46,204
12 Accounts Payable Bpecialist 30,136 45,204
17T Administrative Services Officer 38,462 67,603
11 Adminietrative Bupport Specialist 28,701 43,062
1T Aquatics Program Supervisor 38,462 67,683
31 Assistant City Manager 76,160 114,228
23 Aseistent Fire Chief 61,642 77,813
13 Afhletics Program Specialist 31,6843 AT 466
17 Athletics Pregram Supervisor 38,482 67,803
16 Chemist 38,830 54,045
18 Chief Treatment Plant Operator 40,388 60,678
18 City Clerk 42404 83,806
8 City Engineer 65,781 88,872
22 Code Compliance Director 49,088 73,832
16 Codes Compliance inspector 34,886 62320
18 Community Development Specialist . 42,404 63,608
18 Construction Inspecior 40,388 60,678
10 Customer Services Representative 27,334 41,001
18 Customer Services Supervisor 40,388 60,678
20 Distribution and Collection System Supervisor 44,524 66,788
18  Engineering Technician 40,385 80,678
14 Executive Assistant 33,226 48,838
28 Finance Director 66,781 98,672
21 Fire Battalion Chief 46,750 70,126
27 Fire Chief 62,649 93,974
18 Fire Engineer 34,886 52,328
18 Fire Lisutenant 40,385 60,578
13 Firefighter 31,643 47,465
14 Fleet Maintenance Mechanic 33,225 49,838
17 Fleet Malntenance Supervisor 38,462 57,693
10 Fleet Service Technician 27,334 41,001
17 GIS Techniclan 38,462 57,693
25 Human Resources Director 56,826 86,238
11 Human Resources Technician 28,701 43,082
8 Hydrant Mainteannce Technician 24,792 37,188
15 Instrument Technician 34,886 52,328
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FY 14-15 BUDGET
RESOLUTION 14-42

2014 POSITION CLASSIFICATION & PAY PLAN

City of Hendersan

List of Classes Arranged by Title
HIRING

GRADE CLASSIFICATION RATE  MAXIMUM
14 Laboratory Analyst 33,225 48,838
18 Laboratory Supervisor 40,385 60,578
13 Laboratory Technician 31,843 47 465
19 Main Street Program Manager 42,404 63,606
8 Maintenance Worker 24,792 37,188
8 24,792 37,188
8 24,792 37,188
] Parking Enforcement Agent/Custodian 22,487 33,731
28 Parks and Recreation Director 59,866 89,498
15 Parks Maintenance Supervisor 34,886 62,329
8 Parks Maintenance Worker 24,792 37,188
13 Payroll Specialist 31,643 47 465
28 Planning and Community Development Director 59,666 88,489
12 Plant Maintenance Mechanic 30,138 45,204
17 Plant Maintenance Supervisor 38,462 57,683
9 Plant Maintenance Worker 26,032 38,048
22 48,088 73,632
28 65,781 68,672
16 Police Detective * 34,886 52,328
20 Police Detective Lieutenant 44,524 66,786
18 Police Detective Sergeant 40,385 60,578
20 Police Lieutenant 44,524 66,786
15 34,886 52,320
10 Police Records Clerk 27,334 41,001
15 Police Records Supervisor 34,886 52,329
18 40,385 60,678
28 Public Services Director 65,781 98,672
23 Public Services Operations Manager 51,542 77,313
10 Public Works Crew Leader 27,334 41,001
17 Public Works Supervisor 38,462 57 693
17 RecreationCenter Supervisor 38,462 57,603
17 Recreation Program Supervisor 38,462 57,603
14 Senior Firefighter 33,225 49,838
17 Senior Instrument Technician 38,462 57,603
11 Senior Police Records Clerk 28,701 43,052
10 Senior Street Maintenance Worker 27,334 41,001
9 Solid Waste Equipment Operator 26,032 39,048
13 Street Maintenance Crew Leader 31,643 47 485
17 Street Maintenance Supervisor 38,462 57,693
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FY 14-15 BUDGET
RESOLUTION 14-42
2014 POSITION CLASSIFICATION & PAY PLAN

Gity of Henderson
List of Classes Arranged by Title
HIRING
GRADE CLASSIFICATION _ RATE _MAXIMUM_
-8 Street Maintenance Worker 24,702 37,168
8 Btreet Sign Technician 26,032 39,048
23 Treatment Plant Director 61,642 7813
12 Treatment Plant Operator 30,136 45,204
12 Utility Biling Specialist 30,138 48,204
14 Utility Maintenance Crew |eader 33,226 49,838
[} Utility Maintenance Mechanic 26,032 38,048
17 Youth Services Program Coordinator 38,462 67,6083
21 Youth Bervicee Program Managar 48,760 70,126
17 Zoning Administrator 384682 57803
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