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CITY OF PALATKA PRE-BUDGET WORKSHOP
MINUTES
PALATKA CITY COMMISSION
PRICE-MARTIN COMMUNITY CENTER
March 25, 2010; 4:00 p.m.

Proceedings of a called workshop meeting of the City Commission of the City of Palatka,
Florida, held on the 25" day of March, 2010.

PRESENT: Mayor Karl N. Flagg
Commissioner Mary Lawson Brown
Commissioner Allegra Kitchens
Commissioner Vernon Myers, Jr.
Commissioner James Norwood, Jr.

Also Present: City Manager Elwin C. “Woody” Boynton, Jr.; City Attorney Donald E.
Holmes; City Clerk Betsy Jordan Driggers; Finance Director Matt Reynolds; Police Chief
Gary Getchell; Fire Chief Mike Lambert; Building & Zoning Administrator Debbie Banks;
Parks & Cemeteries Jeff Norton; Sanitation Supt. Ed Chandler; Airport Manager John
Youell, Golf Pro Spanky Aaron; WWTP Supt. Platt Drew; WTP Supt. Melvin Register;
Water & Sewer Distr. Supt. Rhett McCamey

CALL TO ORDER: Mayor Flagg called the Workshop to order at 4:00 p.m. and read the
following Call, dated March 15, 2010:

TO MESSRS: MARY LAWSON BROWN, ALLEGRA KITCHENS, VERNON MYERS, Jr.
AND JAMES NORWOOD, Jr.:

You are hereby notified that a workshop meeting of the Palatka City Commission
is called to be held on March 25, 2010, at the Price-Martin Community Center, 220 N.
11" Street, Palatka, Florida, to commence at 4:00 p.m.

The purpose of the meeting is to hold a pre-budget workshop for FY 2010-11.

Is| Kar(N. Flagg
Karl N. Flagg, MAYOR

The following commissioners acknowledged receipt of a copy of the foregoing
notice of a special meeting on the 15" day of March, 2010.

[sl Mary Lawson Brown /s| Vernon Mvers
COMMISSIONER COMMISSIONER
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INVOCATION — Commissioner Allegra Kitchens

Opening Remarks - Mayor Flagg noted this is a pre-budget workshop and is being held
in order to do a reality check and provide precise guidance.

Mr. Boynton said the pre-budget workshop was postponed until now to deal with several
issues. One was the required contribution to the pension and the other is the repayment
of the Communications Service Tax (CST) overpayment. He received valuable
information last week regarding both. He’s presented the Commission with a memo
describing several issues the City will be dealing with during this and the next fiscal year.
He is looking for direction from the Commission as they prepare for the FY 2010-11
budget worksheets. In a few weeks Mr. Reynolds will prepare budget worksheets for the
departments, who will complete and return them in early May. Budget workshops will be
held in June and July, and the budget will be adopted in September.

Funds by Category:

General Fund- Mr. Boynton recapped his memorandum, which was distributed with the
agenda (filed). Among the biggest factors affecting the budget, he noted the CST
overpayment, the downtown in the economy coupled with the loss of the
Communications Services Tax, increases in cost of benefits including pensions, and a
drop in overall revenues since 2007 of over $1.2 million. Looking forward, they
anticipate revenues across the board will drop by another 2 — 3%. They aren’t seeing
the losses in any one area. This means they can expect around $200,000 less in
revenues than they’d previously expected. He’s met with the Department Heads and
they are putting some cost efficiency practices into place. Moving forward they are
cutting back personnel by attrition; they are not filling vacancies. He’s had discussions
with Chief Getchell about monitoring his budget, which is around 50% of the overall
General Fund budget. A 2% savings on his part will close that gap considerably. The
money in reserves has not been affected; reserves are at the same level as two years
ago. As for the General Fund budget, what's come in has been spent. This includes the
loss associated with the golf course. According to the auditors, the City’s cash reserves
in the bank amounts to two months’ cost of operations. This is the minimum the State
allows before issuing a warning. The City is at minimums all around. The Dept. heads
will make the necessary adjustments to insure that this $200,000 gap is closed.

Commissioner Norwood asked what happens if they go under the limit in reserves. Mr.
Boynton said the auditors would highlight it and the City would need to write a letter to
the Governor noting how it would be dealt with. This year the auditors will note the bond
coverage percentage was not what it should be in the utility fund. In the past, when this
occurred, the City wrote a letter to the Governor noting how that would be covered.
They will receive that notation this year, also. The response would be the City would
make the necessary adjustments in revenue and expenditures to meet the minimum.
Commissioner Norwood asked if there is some kind of mechanism the Governor would
utilize to accept or reject the reasoning. Mr. Boynton said he can’'t answer that, but
when the same letter was written two years ago it was accepted. Commissioner Brown
said last year they looked at purchasing properties for parking. In the future they may
need to slow down those types of purchases until they come out of this slump. They



don’t want to jeopardize jobs for employees; jobs should be put at the top of the priority
list. Commissioner Myers noted those purchases were made with TIF funds, money
which can’t be used for operating expenses. Mr. Boynton said TIF funds can be used to
help compensate for leveraging in other areas.

Mr. Boynton said he was under the impression that the pension contribution would be in
excess of $200,000, as would the CST repayment. They were looking at severe
cutbacks in order to make up this difference. They had a very positive pension board
meeting two weeks ago; the actuary is going to use different smoothing techniques
which will hold the pension contribution at last year’s level, or around $50,000. The
$275,000 will be reduced to 50,000 or lower. As to the CST, two weeks ago he and Mr.
Reynolds had a conversation with the Dept. of Revenue, which was very positive. The
entity whose money we received chose not to negotiate and wants the Dept of Revenue
to make the decision on repayment. They are asking for a repayment over the next 10
years. They may be looking at having to repay $1.7 million over a 44 month period.

Mr. Boynton said the County Property Appraiser has indicated that everyone can expect
a 5% reduction in ad valorem taxes, which amounts to $175,000 for Palatka. They also
expect around a 5% reduction in state revenues; he won'’t receive those projections until
around July. In conclusion, they are looking at a budget deficit of around $400,000.
Dept. heads are looking at every expenditure. They do have some positions becoming
vacant by attrition and there are some retirements expected. He has asked Chief
Getchell to find 1/3 of this shortfall in his budget. They should have a good idea of
where this is headed by the time they get to budget workshops. The City can utilize the
rolled-back rate during budget adoption, which means the City can set the millage rate to
bring in the same amount of taxes as last year. They can use TIF Funds to make up
some of the debt shortage, such as using TIF funds for repayment of the Frank George
Apartments loan instead of using Better Place Plan funds, and use that money to offset
capital expenses. They have to use TIF funds and Better Place funds appropriately.
The other options are a 1 — 2% salary reduction across the board, or laying people off or
forced furlough days. Communities across Florida are doing similar things. Those are
choices of last resort. They have to close this gap. They will make recommendations,
but the Commission will have the final say.

Mayor Flagg said they have to be efficient in reducing expenses, gain revenue, and
make the necessary sacrifices without compromising level or quality of service. They
don’'t have any magic tricks, but they can provide the proper vision and legislate
appropriately. They have to be sensitive to every component they are dealing with.
Some decision may affect quality or level of service. Commissioner Brown said they
need to be more aggressive in attracting business to come into the area. They have two
industrial parks with space available. Businesses pay more taxes than residences.
They need to strike up public-private partnerships with businesses that may want to
locate here. She made some of those contacts while at the capital yesterday regarding
possible airport businesses. She and Mr. Norton also visited the Tavares waterfront
park, which has a restaurant and water taxis, which has jump started their downtown.
Palatka has land and a work force and is accessible to the interstates. They should
make it their goal to find businesses for Palatka.

Commissioner Kitchens said employees can make sure that every time they leave an
office they turn off all appliances and computers and unplug them. Every little bit adds
up. They can turn off all building lights at night except emergency lights. Also, they
need to regulate street lights to shut off automatically where there are no businesses
open at night.



2. Better Place Fund - Mr. Boynton said this fund is down over a 3-year period from
$860,000 to $730,000. $430,000 of this will go to the repayment of the Frank George
Apartments loan. The rest goes to capital improvements projects. He doesn’t want to
identify any projects on which to move forward; this is one area they have some wiggle
room. When they were approached about the new gas tax enacted by the County, they
were told it should generate over $200,000 per fiscal year. It has to be used for capital
improvement projects. They could use some of that for debt service as long as they
identify where it's going. Once they know better what to expect they will begin
programming that money.

3. Sanitation Fund — Mr. Boynton said this is one of the few funds that is operating and
on-target with revenues as expected, and expenses lower than expected. He attributes
that to Ed Chandler's leadership. They have not hired a 2" customer service person
after one left, or hired another back-up driver. This is due to Mr. Chandler making sure
this works. They don’t want to move too much of this money around. In the past they've
moved some of this money into the General Fund. The trucks are getting a little older
and may need more maintenance than in the past. They will need to look at replacing
the entire fleet in three to four years, taking into consideration that truck prices have
gone up. .

4. Airport Fund — Mr. Boynton said there have been major renovations taking place at the
Airport over the past few years. Overall there has been a major shift in attitude amongst
management, tenants and users, and a spirit of partnership and cooperation has been
fostered. They haven’t rented all the new hangars yet, but fuel revenues are up slightly.
The Shore Master Sale money has been slowly eaten away to cover losses, and they
are looking at about the same amount of losses this year as last. Two years ago the
City borrowed $1.25 million for the terminal and $750,000 for hangar construction. This
is not an issue this year but may be in the future. They are looking to refinance the
loans for the airport, general fund and golf course, as banks are working with
municipalities to refinance at more palatable rates and repayment schedules. He may
be bringing refinance requests to go to floating rates to the commission in May or June.
Other cities are taking advantage of these lowered rates. Once the CAFR is completed,
they will be looking at every option.

Commissioner Norwood asked if they've seen higher use of the airport in terms of air
traffic. John Youell, Airport Manager, said general aviation activity is down all over the
Country. They have 10 new hangars; 7 are rented and one possibly being rented in the
near future. One of the older hangars is vacant. Mr. Boynton said many decisions they
are working with now were made in 2006-07. No one could have foreseen the events of
the last three years. No one can say they didn’t want to build that new terminal or new
water plant. The water plant was a 2002-03 issue; most of the decisions were made and
events were set up several years ago. Commissioner Brown said when people find out
they have such a nice airport, more people will come. They need marketing to bring
people here. She wants to challenge the Chamber to work on marketing Palatka and its
amenities, and come up with a list of businesses to pursue. They need to talk to
legislative people. Mr. Boynton agreed and said he'd tasked Mr. Youell with putting
together an aggressive marketing plan for the airport, and to attract an air show to get
people to the airport. Mr. Youell understands that now that this major reconstruction has
come to pass, his job is to make the airport a profitable place.

5. Golf Course — Mr. Boynton said they are 30 days into the 90-day evaluation period on
the Bobby Weed contract. They've received word from the Chamber that they are in the



process of setting up that meeting between city, county and Chamber representatives.
They look forward to forming partnerships with businesses and the County, but
forecasting that is premature. He’s directed Mr. Reynolds to look at refinancing the loan,
which will save fifty to sixty thousand dollars over the next year or so.

Utility Fund — Mr. Boynton said although that is a revenue-oriented fund, sales across
the board are down from 2 to 3 percent, or $100,000.00. They believe they can make
those adjustments through attrition and retirements. Revenues and expenditures for the
fiscal year should be about the same. Looking ahead they will have to redefine
operations in those departments. They need to look at reducing overtime through tweaks
across the board. On the utility fund, he and Mr. Reynolds have a lot to do. The meter
program change-out is complete and the reuse program is closing out. Most of these
grants and money will have been paid out soon. They won’t see these huge numbers in
the operating or plant replacement budgets. Over the last 2 — 3 yrs. those numbers
have been inflated. You would think Plant Replacement money would be money set
aside for use for a long-term or capital improvement purpose. Since 2005 plant
replacement funds have been used to cover all the operating expenses from personnel
to operating to capital improvement. To think that $300,000 has been set aside is a
misnomer. By the end of the fiscal year the plant replacement fund will be down to scary
minimums. They have to overhaul how they look at that. They don’t anticipate any rate
increases, but those figures have been inflated compared to what is really in the bank.
Plant replacement is and always has been a supplement to the general and personnel
budgets. They’ve done slip-lining, installed water line and pump stations with the funds,
but it has depleted that line item to a minimum. The good news is they have a new
water plant which has satisfied FDEP requirements. The WWTP plant has been re-rated
to 3.5 mgd with a 2 mgd reserve. The money has been spent wisely, but spent all the
same. As the City pays off these loans on these state-of-the-art facilities, their 15%
commitment is around $2.5 million. The interest on the loan money is not grant eligible,
so they need to do some tweaking on those figures. Their utility fund reserves are now
at a low.

Final Observations — Mr. Boynton said 3 yrs. ago they all thought they’d be out of this
recession in two years, but things may not change between now and 2015. In some
municipalities they don’t expect housing or the economy to rebound to prices of 3 yrs
ago in 15 — 20 yrs. They aren’t looking at things being corrected next year or the year
after that. The 2010-11 budget will be a baseline budget, and can be built upon going
forward. Through the efforts of the Commission and the former administration, the City
has a good vehicle inventory that will allow them to weather the next few years. The
huge capital that was put out a couple of years ago is serving them well. Much of this
will depend upon what happens at the riverfront, which could be the impetus that will
spark residential growth. He attended a regional meeting in Jacksonville recently and
the theme was that people remember a community through its “main street,” so moving
forward the CRA and Main Street programs will be key to what they do. People are
waiting on further development. Main Street could be the key to carry the City through
the next few years. Commissioner Brown said marketing is the key; they need to let
people know what they have. They have as good or better things to offer as many other
communities. People who are supposed to help them market this City, such as the
Chamber, need to be aggressive about it. She takes people on tours all the time. That’s
how Picerne Corp. found Palatka; they came here and toured with her at her request.

Mayor Flagg said they’ve spoken to the Chamber about putting an incentive package
together. That is what it takes to market to outside businesses. They are in competition



with other communities. Potential businesses are looking for an advantage. They have
to look at putting together incentive packages and need to be sure they aren’t deterring
businesses from locating here. They need to produce an environment of hope and a
good business climate. Commissioner Brown said they need to set a goal and figure out
how to get there. They have CDBG and economic development money. They need to
sit down and bring all these groups together, and once they get it done, they need to
move on it. They need to pick one thing they can do and get it done. They want to keep
their citizens working. They need to step out on faith and bring all their expertise
together. She travels all over and picks up different ideas. People are watching these
meetings on television; they need to make a public plea.

Commission Discussion
Mayor Flagg asked to hear from each department head.

Rhett McCamey, Water & Sewer Distribution, said they’ve adjusted their work orders to
be handled more efficiently and cut off lights and cut down on fuel waste.
Commissioner Norwood asked if they’ve put inventory control measures in place. Mr.
McCamey said they only order parts as needed.

Melvin Register, Water Treatment Plant, said this is the first year of operating their new
facility which was a challenge to estimate. Their biggest expense is in chemicals; they
are working to tweak the process to maximize chemical usage. Prices fluctuate with the
market. They try to minimize equipment wear and tear to hold down maintenance cost.
They are still trying to get a grasp on operational costs. Some start-up issues are still
being dealt with. Commissioner Kitchens said she’s received information that fluoride is
extremely bad for people’s health and suggested they look into reducing the use of
fluoride. Mr. Register said that’s an issue for the Commission to take up; he’s had many
calls on the subject. They will need to reverse the process they took to begin it. The
fluoride is mostly of benefit to young children, between five and eight years of age. The
benefits are gone when adult teeth are formed.

Commissioner Norwood asked how many chemical vendors they deal with. Mr.
Register said three, but they are cutting back to two. He could just go to one vendor, but
the cost is competitive and vendors compete with each other, which lowers the cost.
Some vendors supply all the chemicals they need, some only supply certain chemicals.
Sometimes they can piggyback onto another municipality’s contract. He shops around
and finds the best price. Mayor Flagg said if they develop an annual RFP, nothing may
change, but it's an opportunity for efficiency. Mr. Register said many vendors aren'’t
willing to provide an annual quote. Prices fluctuate wildly with the market. Some will
offer a 3 month deal, some won’t. Some will guarantee a price for a year. He is notified
of price changes, and when he receives those he shops around.

Platt Drew, Wastewater Treatment Plant, said they are trying to tweak overtime, but they
are required to staff around the clock. They are also looking at chemicals. They are
trying to cut back on some chemicals. Whatever Mr. Register puts in the water, he has
to compensate for. Mr. Boynton said they submitted for an energy grant to change out
HVAC systems throughout the city and to change out the aeration system at the WWTP,
which is a huge energy user. If the City gets that grant, they could see a savings of
several thousand dollars a month in electrical use and personnel. This would save
considerable money city-wide.



Fire Chief Mike Lambert said overtime is one of their biggest issues. They put some
cost-cutting measures in place regarding personnel, cutting staffing from 6 to 5 per shift.
They've changed to automatic light switches and put other maintenance controls in
place, and are doing most of the building & vehicle maintenance themselves. They are
working on getting a better 1ISO rating, which is now a 5. They may be able to reduce
that to a 3, which means a significant savings to the citizens. They only have this
opportunity every five or so years and he want to get the maximum amount of points
possible. The new water system has been a big help. Automatic mutual aid with
volunteer stations and the County will help. The biggest problem they have now is their
engines; the newest is 13 yrs. old. The other two are 19 and 23 yrs. old. The trucks
aren’t in that bad of shape, but they may have more than one truck down at a time.
They’'ve been lucky not to have had any major issues at a fire scene. They need to look
at ways to purchase another fire engine. As old as the engines are, so is the equipment.

Commissioner Norwood asked if the City has marketed the outside fire services they
provide to other industries or businesses. Chief Lambert said they’'ve marketed those
services to the larger industries. GP is the largest user. If they respond to GP they get
not only the contract fee but also a service fee and hourly fees. They've collected
$30,000 + from GP. They also have other contracts for industries and several churches
-- 15 altogether. He doesn’t anticipate that list growing unless the county grows.

Ed Chandler, Streets & Sanitation, said they’'ve been trying to minimize overtime and
reduce spending overall, and limit vehicle use. They schedule jobs where less crew
trucks can be used and turn off all lights when leaving the buildings. They’ve maximized
residential and commercial routes to save fuel, and the maintenance crew is
outstanding.

John Youell, Airport Manager, said purchasing has been cut back and vehicles are used
up. They are getting a jet fuel truck which will boost sales. They have large corporate
traffic coming in and expect to see more of it.

Jeff Norwood, Parks & Cemeteries, said they’ve minimized purchase of supplies for all
facilities and looked at limiting overtime. They're rescheduling personnel for parks and
cemeteries. He’s had one resignation and will have one employee retiring and won't be
filling those positions.

Debbie Banks, Building & Zoning, said they are cutting back every way possible. They
are down one fulltime person and have one part-time building inspector. They are doing
as much as possible.

Police Chief Gary Getchell said they went into this year with many cuts to line items and
significant modifications to the way they do business. They madified their car plans;
those officers who live within 10 miles can take cars home, but can’'t drive them for
personal business. He’s been directed to come up with cuts of $75,000 this year and
$150,000 next year, for a total of $225,000. They've held a series of meetings on this
and believe they can yield $75,000 this year with no reduction in force by cutting things
out. They are turning copy machines and printers off. The IT people tell them that every
time they start up a computer it drains the electrical and wears it out faster, so they
prefer you keep them on. They‘ve cut out overtime for training. Detectives are filling in
for officers on the road, which means a reduction in overall criminal investigation hours.
They are looking at cutting the K-9 operations out for two dogs. He’d rather retire the
dogs than people. There is a possibility of one person leaving and they won't fill the
position, but that is only a possibility. For the next year there may face staff layoffs and



cutbacks. Unfortunately their federal grants have locked them into two grant positions.
To yield any savings by cutting positions, they’d have to lay people off, and two positions
would save nothing. They'd have to lay off five officers to get to $150,000, which would
cost $71,000 in unemployment benefits, which would mean laying off two more people.
They may get by with letting one or two people go, but due to calls for service it would be
irresponsible to let that many people go. He has ideas to do things differently that would
save revenues and enable him to keep his personnel. He believes he can come up with
a viable plan to give Mr. Boynton his savings; they may need to look at reducing the non-
law enforcement calls for service, which they’'ve been doing over the past nine years.
He will meet with the City Manager on his ideas and concepts next week; much of this
has to do with policy and philosophy. He doesn’t think they’ll see a reduction in service
calls. Commissioner Kitchens said she doesn'’t foresee reducing police or fire personnel.

Matt Reynolds, Finance Director, said they are cutting back on personnel levels.
Several employees work hours they are not paid for. They try to work on energy
savings. They can’t turn off computers; restarting them every day causes issues and is
not good for the computers.

Betsy Driggers, City Clerk, said her one staff member has always worked overtime hours
she doesn’t get paid for. What training they are getting they are pretty much absorbing
the cost on for the most part; they are not claiming mileage or meals. They have cut
back on office supplies and have always done more with less. The Clerk’s office is very
efficient with what they have to work with.

Mayor Flagg said it is crucial that the City maximizes its buying power. He’s not sure if
they have an intra-city purchasing plan. They need to be sensitive to the local market.
They should be using GP products in City Hall. He’d like to start a citywide incentive
program to provide rewards for those who come up with measurable ways to save
money and for bright ideas. They may need a citywide competition to find a way to save
revenues. They are not isolated and alone in this. He thanked each department head
for their loyalty and experience and the benefit that comes with that. They are all team
players.

Adjourn — There being no further business to discuss, the meeting was adjourned at
5:45 p.m. upon a motion by Commissioner Brown.

ANY PERSON WISHING TO APPEAL ANY DECISION MADE BY THE CITY COMMISSION WITH RESPECT TO ANY MATTER
CONSIDERED AT SUCH MEETING WILL NEED A RECORD OF THE PROCEEDINGS, AND FOR SUCH PURPOSE MAY NEED TO
INSURE THAT A VERBATIM RECORD OF THE PROCEEDINGS IS MADE, WHICH RECORD INCLUDES THE TESTIMONY AND
EVIDENCE UPON WHICH THE APPEAL IS TO BE BASED. FS 286.105

PERSONS WITH DISABILITIES REQUIRING ACCOMMODATIONS IN ORDER TO PARTICIPATE IN THIS MEETING SHOULD
CONTACT THE CITY CLERK'S OFFICE AT 329-0100 AT LEAST 24 HOURS IN ADVANCE TO REQUEST ACCOMMODATIONS.



