CITY OF SHERMAN
CITY COUNCIL REGULAR MEETING AGENDA
COUNCIL CHAMBERS OF THE CITY HALL
220 WEST MULBERRY STREET

SHERMAN, TEXAS
MONDAY, JUNE 3, 2019
5:00 P.M.
A. 1. CALL TO ORDER, QUORUM DETERMINED, MEETING DECLARED OPEN
A. 2. PLEDGE OF ALLEGIANCE LED BY DEPUTY MAYOR SHAWN TEAMANN
A. 3. INVOCATION BY DEPUTY MAYOR SHAWN TEAMANN
A. 4. APPROVE MINUTES OF THE CALLED CITY COUNCIL (BUDGET PLANNING) MEETING

OF APRIL 26, 2019 AND OF THE REGULAR CITY COUNCIL MEETING OF MAY 20, 2019

Special Presentations

B. 1. SPECIAL PRESENTATION
Presentation of 2019 Community Champion Award

Public Hearing

C. 1. INTRODUCTION AND PUBLIC HEARING OF ORDINANCE NO. 6217
Amending Chapter 3 of the Code of Ordinances, entitled “Building Regulations", Article 3.14, entitled
“Permit, Development and Registration Fees", at Section 3.14.001, entitled “Building Permits”

Close Public Hearing and Consider Adoption of Ordinances

C.2. ADOPTION OF ORDINANCES
Consider Adoption of Ordinance Number: 6217

C.3. CONSENT AGENDA
Asterisked (¥) items are considered to be routine and will be enacted in one motion without discussion
unless a Council Member or a citizen requests a specific item be discussed and voted on separately

Resolutions

D. 1. * RESOLUTION NO. 6487
Authorizing Execution of a Development Agreement with Nick & Sons Construction, LLC for the
Construction of Public Facilities in Amistad Estates, Phase I, an 8.05-acre Development off of Friendship
Road, west of F.M. 1417 (Heritage Parkway) in the City of Sherman

D. 2. RESOLUTION NO. 6488
Authorizing Execution of a Professional Services Agreement with Teague Nall & Perkins, Inc. for the
Engineering Design of Moore Street from West Travis Street to Park Avenue

Any item on this posted agenda may be discussed in Executive Session provided it is within one of the permitted categories under Chapter 551
of the Texas Government Code



Other Business

E. 1. OTHER BUSINESS
Receive Quarterly Report on the Sherman Cultural District

E. 2. OTHER BUSINESS
Receive Update from Engineering Director Clint Philpott on the City's Stormwater Utility Program

E. 3. OTHER BUSINESS
Consider Changing the Location of the City Council's Budget Workshop called for June 13-14, 2019

E. 4. * OTHER BUSINESS
Consider Request of the 2019 Neighborhood Recreation Committee to Temporarily Close Certain Streets
for the Annual "Juneteenth Celebration" on Saturday, June 15, 2019

F. CITIZEN REQUESTS
G. MEDIA QUESTIONS
H. COUNCIL COMMENTS

Executive Session

L 1. EXECUTIVE SESSION

In Accordance with Chapter 551, Government Code, V.T.C.S. (Open Meetings Law), "The City
Council Will Now Hold a Closed Executive Meeting Pursuant to the Provisions of the Open Meetings
Law, Chapter 551, Government Code, Vernon's Texas Codes Annotated, in Accordance with the
Authority Contained in the Following Sections:

Section 551.071 Consultation with City Attorney concerning Pending or Contemplated
Litigation
Section 551.071 Consult with the City Attorney on a Matter in which the Duty of the

Attorney to the Governmental Body under the Texas Disciplinary Rules of
Professional Conduct of the State Bar of Texas clearly conflicts with this
Chapter

Section 551.087 Deliberation Regarding Economic Development Negotiations:

(a) Deliberate Regarding Commercial or Financial Information that
the City has Received from a Business Prospect and Deliberate
any Offers or Incentives to the Business Prospect

The Council reconvenes into General Session

J. 1. OPEN MEETING
Reconvene into Open Meeting and Consider Action, if any, on items discussed in Executive Session

Any item on this posted agenda may be discussed in Executive Session provided it is within one of the permitted categories under Chapter 551
of the Texas Government Code



K. ADJOURNMENT

COUNCIL CALENDAR

CERTIFICATION

I, the undersigned authority, do hereby certify that the above Notice of Regular Meeting of the City Council of the
City of Sherman is a true and correct copy of said Notice and that I posted a true and correct copy of said Notice on
the bulletin board at City Hall of said City of Sherman, Texas, a place convenient to the public, and said notice was
posted on May 31, 2019 at 12:00 p.m., and said time of posting was 72 hours before said meeting was convened or
called to order.

Dated this 315t day of May, 2019.
City of Sherman, Texas

City Clerk

The above agenda schedule represents an estimate of the order for the indicated items and is subject to change at any time.
All agenda items are subject to final action by the City Council.

An unscheduled closed executive session may be held if the discussion of any of the above agenda items concerns the purchase, exchange, lease or value of real
property; the appointment, employment, evaluation, reassignment, duties, discipline or dismissal of a public officer or employee; the deployment or use of
security personnel or equipment; or requires consultations with the City Attorney.

At the discretion of the City Council, non-agenda items under the headings of “Citizens Requests”, “Media Questions”, and “Council Concerns” may be
presented to the Council for informational purposes; however, by law, the Council shall not discuss, deliberate, or vote upon such matters except that a
statement of specific factual information, a recitation of existing policy, and deliberations concerning the placing of the subject on a subsequent agenda may
take place.

The City Attorney has approved the Executive Session items on this agenda.

PERSONS WITH DISABILITIES, WHO PLAN TO ATTEND THIS MEETING AND WHO MAY NEED
ASSISTANCE, ARE REQUESTED TO CONTACT LINDA ASHBY AT (903) 892-7204, TWO (2)
WORKING DAYS PRIOR TO THE MEETING SO THAT APPROPRIATE ARRANGEMENTS CAN BE
MADE.

Mavyor Deputy Mayor Council Members

David Plyler Shawn C. Teamann Willie Steele, Council-At-Large, PL #1 Josh Stevenson, Council — District #2
Sandra Melton, Council-At-Large, PL #2 Pamela L. Howeth, Council — District #3
Shawn C. Teamann, Council — District #1 Daron Holland, Council — District #4

Any item on this posted agenda may be discussed in Executive Session provided it is within one of the permitted categories under Chapter 551
of the Texas Government Code
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STATE OF TEXAS §

COUNTY OF GRAYSON §

April 26, 2019

BE IT REMEMBERED THAT A Called Meeting of the Sherman City Council was begun and held in
the City Council Chambers on April 26, 2019.

COUNCIL MEMBERS PRESENT:

COUNCIL MEMBERS ABSENT:

CITY STAFF PRESENT:

Mayor David Plyler; Deputy Mayor Shawn Teamann.
Council Members Holland, Howeth, Melton, Steele,
Stevenson.

None.

Robby Hefton, City Manager; Brandon Shelby, City Attorney;
Steve Ayers, Assistant City Manager; Terrence Steele,
Assistant City Manager; Mark Gibson, Director of Utilities;
Scott Shadden, Director of Development Services; Mary
Lawrence, Director of Finance; Danny Jones, Fire Chief;
Zachary Flores, Police Chief; Jason Jeffcoat, Assistant Police
Chief, Bob Fair, Assistant Police Chief, Bruce Dawsey,
Assistant Police Chief; Chris Olson, Assistant Fire Chief; Billy
Hartsfield, Fire Marshal; Tom Brown, Fire Division Chief; Jim
Cross, Water Systems Manager; Kevin Winkler, Public Works
Manager; Clint Philpott, Director of Engineering; Leah
Campbell, Human Resources/OD Administrator; Cathy
Perkins, Human Resources Manager; Shawn Hackworth, IT
Manager; Melissa Eason, Library Services Administrator; Nate
Strauch, Community and Support Services Manager; Theresa
Hutchinson, Parks and Recreation Manager; Mike Grant,
Facilities Manager; Jimmy Mrozinski, Parks and Cemetery
Maintenance Superintendent; Sarah McRae, Tourism/Main
Street Manager; Karen Wolff, Administrative Secretary;
Moises Duran, Emergency Management Coordinator; Junior
Jaimes, Computer Support Technician; Pam Cloer, Assistant
to the City Manager; Linda Ashby, City Clerk.

PURPOSE: Call to Order, Quorum Determined, Meeting Declared Open

Invocation by Council Member Josh Stevenson

Financial Update and Council Input for 2019-2020 Budget Year

Adjournment

CALL TO ORDER, QUORUM DETERMINED, MEETING DECLARED OPEN

Mayor Plyler called the meeting to order at 11:02 a.m., declared a quorum present, and opened the

Called City Council Meeting.

INVOCATION BY COUNCIL MEMBER DARON HOLLAND

FINANCIAL UPDATE AND COUNCIL INPUT FOR 2019-2020 BUDGET YEAR

Robby Hefton, City Manager, opened the meeting with an introduction of a drone “flyover” video,
showing progress on the projects that have previously been discussed with the City Council and some



COUNCIL MINUTES - APRIL 26, 2019

new projects. The video was presented by Nate Strauch, Community and Support Services Manager.
The projects shown included 560 residential single-family homes that are either under development or
will be soon, and 198 multi-family homes. He also discussed commercial projects.

Mr. Hefton said another update will be presented on the projects at the Budget Workshop on June 13,
2019. Budget reviews with the departments will be held in May 2019.

Work Plan Update
Mr. Hefton presented the Work Plan Update, starting with the progress made on the 2019 Work Plan.
Most items have been completed, however there are a few that are still in-progress.

Compensation and staffing issues have been completed but there is one more piece of fleet/
equipment needed to purchase. The implementation of Utility Capital Improvement Program projects
will never be completed because many of the projects stretch over one years’ time. Progress is being
made on the projects.

He said additional personnel has been hired for the Stormwater Program and equipment is in place.
A more “robust” presentation will be included on this program during the Budget Workshop. He said
the program is working as expected. Council authorized the dollar fee that goes into the fund to pay
for capital projects and operational costs. He did not expect to request any additional funding for this
program during next year’s budget, however there will be additional discussion about the program.
He said great progress is being made and it is doing what it was expected to do.

Mr. Hefton said Phase Il of the Pecan Grove West ballfields has been designed and they will be
working with staff and other builders to move forward with that project. A presentation on the
proposed Police Department Renovation will be discussed in more detail before the Budget
Workshop to give the Council a chance for additional discussion at the Workshop. Mr. Hefton said
the staff will definitely need direction on that project.

He said the City has worked on a phased approach to issue bonds to support CIP general projects
and has received a great rate. There will be more discussion later in the meeting. Additional
resources, both people and equipment, have been added in the Environmental Code Department and
they are working on the list of substandard structures.

Mr. Hefton also discussed prior initiatives, or projects and initiatives that started before 2019. Legacy
Village, which includes Schulman’s Movie Bow! Grill, will be coming to the Council in the future for the
hotel/conference center, which has multiple developers and builders interested in the project. He did
not know at this time, what the City’s participation in the project will be. Many times cities are
participating by building the conference portion of a conference hotel location. There will be additional
discussion on this project at a later date.

Council Member Howeth verified that if the City constructed the conference center portion, that they
would receive the money from the rental of the facility. Mr. Hefton said the City would receive
revenues from money generated by the conference center, and there would probably be a facilities
manager that would operate both the hotel and the conference center. He added that if this was the
plan, then the City would fund the construction of that piece of the project, but the operations would be
handled jointly. The revenues from the hotel would stay with the hotel and revenues from the
conference center would stay with the City. He said the hotel would be a full service hotel with food
service. The incremental revenue would be used to pay for the conference center.

Mr. Hefton said operations continue to develop at Sherman Crossroads and discussion continues with
a group about building a medical facility at that location. Discussions are slow but going forward.
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The City will be looking for another partner for Pecan Grove Ballfields, Phase Il. The Texoma Health
Foundation said “no.” At Sherman Landing, Quik Trip is open and doing better than projected and the
bank is under construction.

Construction is underway on Legacy Boulevard and is expected to be complete in the Summer of
2019. Additional discussions will be held at the Budget Workshop. He said both the Bel Air Planned
Development and the Munson Development are moving very quickly. Both hope to have their
submittals this summer. A discussion about the impact of these developments will be held later in the
meeting. Both are huge developments.

Mr. Hefton said the Bel Air Development is mostly residential with a little commercial, and is a mix of
high-end, multi-family, and single-family. He said there could be thousands of new dwelling units in
the development. The first phase of the construction is expected in the first quarter of 2020.

He said the Munson Planned Development is a mix of multi-family, higher density, single-family,
commercial, and residential. A piece of the tract is not in the City limits, and they submitted their
request for annexation today.

The City still owns land near the new high school and are considering whether it needs to be sold or
leased. Construction of sewer lines to the property is being done at the current time and will hopefully
be completed by the first quarter of 2020.

The north-bound ramp reversal project on U.S. Highway 75, just south of F.M. 1417, is nearly
complete, and should be open by this summer.

Financial Update — Operations

Mary Lawrence, Director of Finance, presented ending balances for FY 2018 and said she would
review where they think they would be at the end of FY 2019. The General Fund ended FY 2018
better than budgeted and better than expected, due to sales tax, building permits, and a payment
received from the ambulance supplemental payment program.

Sales tax was about $1.5 million over the original budget, with about half being from the remodeling of
Finisar. She said they are also projecting that revenues will be over budget for FY 2019. The sales
tax growth has been very broad-based. The City received about $160,000 from Finisar this year, with
the rest from broad-based, good performance. Retail and wholesale trade activities have provided for
the biggest growth.

Last year the ambulance supplemental payment received was $350,000, and a preliminary estimate
from the consultant says this year's payment will be about $750,000.

In the Utility Fund, the annual reserves were up over FY 2017, largely due to the fact that FY 2018
was better than projected. Revenues increased during the summer of FY 2018. Ending reserves for
FY 2018 were up $1,300,000. It is projected that in FY 2019, revenue and expenses will both be
slightly higher than budget.

In the Solid Waste Fund, the annual reserves were down about $370,000 versus FY 2017. The
recycling environment has hurt this fund because of the disposal costs incurred. The City also lost
about $100,000 in revenue that the City received every year, from the sale of the recycling. Not only
is the City losing the revenue, they are having to pay disposal costs on the recycling.

She said Commercial Solid Waste continues to grow very quickly. There are increased disposal
costs associated with this stream, but the City is still making money.
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COUNCIL MINUTES - APRIL 26, 2019

Ms. Lawrence said the projected ending fund balances in both the Utility Fund and the General Fund
are higher than the target of 75 days, however the Solid Waste Fund is still lagging at 63 days. She
outlined some of the line items in the General Fund.

Mr. Hefton confirmed that this was the third year of the ambulance revenue, which is a State program,
but with a Federal component. The State determines funding every two years, however they could
decide not to fund the program. He asked if there was enough confidence in the program that the
City would continue to budget for it. Ms. Lawrence said it was budgeted for FY 2019 at $350,000, and
she felt that the City should budget for it next year too. At that point they should take it year-by-year.
A change in the benefit was the reason the City of Sherman received such a large increase this year.

Council Member Steele asked for clarification on the “transfer in” and “transfer out” line items. In the
General Fund. There is a transfer in of $2.8 million and a transfer out of $712,480. Ms. Lawrence
said the transfer in is from a franchise fee, or administrative fee from the Utility Fund and the Solid
Waste Fund. On the transfer out, $700,000 is going to the General CIP Fund to fund debt. Then
$12,000 is going to another fund for some Police Academy training.

Council Member Steele clarified that the transfers are covering expenses from another fund. Mr.
Hefton said the City charges Oncor and Atmos Energy to have their utilities in the street right-of-way,
so we also charge the Utility Fund and the Solid Waste Fund to drive those heavy trucks on City
streets. The formula to determine that charge is based on revenues and cost.

Ms. Lawrence discussed the City’s sales tax history and showed revenue with and without Panda and
Finisar. Even without those two one-time events, the sales tax is increasing. She also showed a
breakout of the regular sales tax, sales tax in lieu of property tax, and the street sales tax.

In the Utility Fund, the beginning reserve was much better than was expected, and was a result of
good revenue performance in FY 2018. The transfer out is larger than budgeted and is going to the
Solid Waste Fund to help restore some of the balance after payment for the recycling program.

Mr. Hefton said on the debt service line item beginning in 2021, there will be a significant decrease in
the debt service because some of the debt will be rolling off. The staff is trying to “hold off” on a rate
increase because there will be relief from this reduction in debt. Ms. Lawrence added that revenues
have held up well since 2017, even though people don’t water as much during wet weather.

There was an increase in water sales revenue from 2017 to 2018, largely due to a 3% rate increase.
The increase in the Solid Waste Fund was largely due to commercial solid waste, The transfer in for
the Solid Waste Fund was from the Utility Fund to help with balancing. A large portion of the
“services and charges” expenditures is for landfill disposal costs. The projected for FY 2019 is pretty
large, mainly because of Commercial Solid Waste. About $100,000 will be for the recycling disposal.
Currently the stream is clean enough that the City isn’t being charged.

Financial Update — Capital Improvement and Debt
Ms. Lawrence outlined expenditures in the General Improvement Fund, emphasizing the street
projects.

Council Member Steele asked if the $20 million beginning fund balance was money that was
borrowed but not used. He said the City is paying debt on that money but not using it. He asked why
they would purchase more debt when there is still money that hasn’t been spent. Ms. Lawrence said
the City can’t legally let the project until the money is in the bank. With all the projects going at the
same time, the City must have all the money up front for each project. She said it was a timing issue.



COUNCIL MINUTES - APRIL 26, 2019

Mr. Hefton added that many of the capital projects span multiple years. Sometimes the debt is issued
in phases for the projects so not all the debt is issued at one time. He said it appears that there is
$45 million in available funds, but the “spend down” won’t be over five years, it will be over about the
next eighteen months. The debt must be issued and in hand before the project can be let and it's a
multi-year project. He discussed the scheduling of several of the larger projects. He projected that
the cash balances at the end of this fiscal year would be about $17 million, however projects have
been identified for which that funding will be used. Mr. Hefton added that the City is receiving some
interest income from that debt that is helping offset costs.

Council Member Steele asked about the $7 million that is listed in the Utility Fund’s debt service line
item, but it is not listed in other funds. Mr. Hefton said that is the debt issued by the Greater Texoma
Utility Authority. The City issues debt in two ways. The first is through ourselves with Certificates of
Obligation. There is $65 million in CO’s that have issued debt for General Fund types of projects,
mostly roads.

The debt through GTUA is debt that is not on the City’s balance sheet because they are not the issuer
of the debt. GTUA issued the debt on the City’s behalf. The $7 million listed is the City’s debt service
only for the GTUA debt.

Mr. Hefton said the City receives about $12 million or $13 million annually in property tax revenues.
Approximately $9 million goes to the General Fund to pay for normal services and $3 million goes to
pay the debt service. There is a separate fund that is used solely to pay debt. Ms. Lawrence said the
City is required to have a separate fund to pay the debt service.

Council Member Steele asked to see the status of the Capital Improvement Projects, that the debt is
paying for. Mr. Hefton said some projects are multi-year projects and will appear as expenditures in
more than one year’s budget. He said the staff would present a status update during the Budget
Workshop. Deputy Mayor Teamann asked for the update prior to the Budget Workshop so the
Council can make suggestions.

Ms. Lawrence presented the property tax collections, which shows the property value growth.
City Council Members took a break from 11:55 a.m. to 12:02 p.m.

Revenue Cap Discussion

Mr. Hefton said they would now discuss building the work plan for the next fiscal year, including
issues that will be faced over a multi-year period. He said they have previously discussed the
revenue cap and it is still an issue. The State Legislature is “hotly” debating the issue, which relates
to cities, counties, and schools.

He said the majority of the taxes come from school districts, and their funding is currently in turmoil.
City and County rates or between $0.40 and $0.60 each. School district rates could be close to $1.70,
with debt included. Their rates are the majority of the tax bill. They are trying to help school taxes by
installing revenue caps that are lower than currently in existence for those entities. Everyone agrees
that something needs to change. They want property tax reform to help school tax reform.

Mr. Hefton said there are two parts to the property tax rate, the Maintenance and Operations (M&O)
Rate, which pays for operations, and goes into the General Fund. The second is the Debt Rate that is
tax supported. The debt issued by GTUA is not counted against this debt rate.

On the rate setting side, there is an Effective Tax Rate, which means the rate that would be needed to
generate the same revenue dollars as generated the previous year, based on the new property
valuation. The Rollback Tax Rate is a cap that a City is not allowed to exceed without voter approval.
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Currently the Rollback Rate is at 8%. The City's M&O Rate is $0.32 and the Debt Rate is $0.11. He
discussed the inverse effect of values and sales tax to the Effective and Rollback Rates. As existing
property values increase, (not new values), the rate goes down. There is a significant drop in the
property tax rate when a City adopts a sales tax in lieu of property tax, as Sherman has done.
Currently one-half of $0.01, or .5%, of Sherman’s sales taxes goes to sales tax in lieu of property
taxes. He said that amounts to about $5 million annually.

Mr. Hefton discussed the status of bills in the Texas House of Representatives and the Texas Senate
concerning property taxes. Currently the Senate supports a proposal with a 3.5% cap. Originally it
was an 8% cap. The House bill currently supports a 2.5% cap, but it appears that the House is
waiting on the Senate to complete their work so they can follow their lead.

He said the revenue cap is mostly about valuations, The growth from new property is not “counted
against a City.” The cap is for existing property only. He showed various scenarios and how they
would change or effect the City’s budget. He added that the changes that are being proposed by the
State currently have an effective date of FY 2021.

The budget that the City is building now is for FY 2020. However, that leaves only 2020 for the City to
make any changes before the cap is locked in. Currently Sherman’s rate is 42.70 cents, with the
M&O at 31.9 cents and the Debt Rate at 10.7 cents. He showed how various scenarios effected the
budget and the amount that would be needed for operations.

Deputy Mayor Teamann said last year sales tax did extremely well and impacted the fund balance.
He asked what that effect might be if the same thing happened this year, Mr. Hefton said an increase
in sales tax would actually exacerbate the problem. Sales tax “gets counted against us” when the
sales tax grows because it's counted as property tax.

Council Member Steele asked about talk at the State level to help cap this issue. Mr. Hefton said the
State charges the City fees to collect their sales tax. The City of Sherman gets about $17.5 million in
sales tax annually, and the State collects 2% as a fee, or $350,000 annually to “collect our sales tax
and give it back to us.” One thing that has been discussed is cutting this fee to 1%, giving the City
back $175,000. Another option is that they can increase the total allowable State and local sales tax
to 9.25%, instead of 8.25%. Currently the City is maxed out at 2%. However, the additional dollars
would be going to the schools for school finance.

Mr. Hefton emphasized that the City has one year to do something with the rate. The changes they
are proposing will take place in 2020. He showed more scenarios and possible options that the
Council could consider. Accept for a change in the law, Mr. Hefton said the City of Sherman would
never get to the $0.60 or $0.70 level. Hopefully the growth will help pay for some of the costs. The
City will only have control over their destiny from property tax for one year.

They are allowing a City to issue whatever debt they need to run the City and it doesn’t count against
your ability to increase your overall rate. However part of the legislation being proposed, is to also cap
any debt that’s issued. Therefore, every time a City wants to issue debt, it would have to be approved
by voters. The City would have no control over when debt is issued. Mr. Hefton said the entire issue
is about how much existing property, not new property, can increase.

He reiterated that, because of this proposed legislation, the City has one year to do something with
the rate, and they should not ever expect that rate to be more than $0.50 for the M&O, like the peer
cities are. Sherman will stay in the $0.34 or $0.35 range. Council Member Steele expressed concern
that a City like Sherman, that is responsible with their debt in the past, is being punished.
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Property Tax History

Mr. Hefton presented Sherman’s property tax history. About 20 years ago, the property tax rate
decreased from $0.58 to $0.40, and a sales tax in lieu of property tax was implemented. It was
dropped again in the 2008-2009 time frame, from $0.40 to $0.32.

Council Member Howeth said this is very complicated, and the City doesn’t want to raise their rates.
However it will be very difficult to explain to the voters, that the State is forcing the City to do that. If
the citizens want to continue to have the type of services they have, something has to be done with
the rates. And that doesn’t include additional services that might be needed due to growth.

Mr. Hefton said, going forward, the City’s growth, on the operations side, cannot be managed through
the rates. The City should be able to issue debt to build roads and parks. The struggle will be how to
pay for the employees that mow the grass or fill the potholes in the streets. If the sales tax continues
to grow and new houses continue to be built, he said it will lessen the pain a little. The operating
piece of the budget is really what is at risk. The City’s ability to finance operations will be significantly
capped. The City has one year to bring it back up to a $0.34 range. He discussed other statistical
information with the City Council.

In summation, Mr. Hefton said the City has a limited window to adjust M&O rates. They intentionally
made changes to the M&O rate because they used reserves. That option won’t be available ongoing,
because of the cap.

He said there are two issues for the Council’s consideration. One is the Debt Rate that becomes part
of the issue, and the M&O Rate, which was reduced to use up some of the fund balance. He said the
guestions for next year are “do we raise our rates to cover the debt” and “do we raise our rates to
cover the operations portion. There will be an impact to the Debt Rate for any debt that is issued.

Debt Update

Mr. Hefton said $65 million in debt was issued and most of it was for streets. Nearly $18 million of
that amount relates to Texas Department of Transportation projects. The City now has to pay a local
share to get these projects done.

He also presented the interest, principal, and total amounts on the outstanding Certificates of
Obligation and General Obligation debt. Mr. Hefton listed projects that are expected to be future bond
needs. Some may be as far away as FY 2023.

He said the Munson Development is contemplating a very large park in their development. There is
currently no design, thus no estimate of costs. He said they could have a huge financial impact to the
City, which would help pay for the project. The Munson Development could have a $350 million
impact and the Legacy and Bel Air Developments could be a $500 million impact.

The money being invested for infrastructure could have a $1.4 billion impact on what's being invested
in that area. The City is investing $65 million to get a big return and to manage the growth. He added
that it would also generate incremental sales tax. The City’s investment is seed money to help
property tax and sales tax grow.

He added that the City is looking at other tools to use for development, such as Public Improvement
Districts, which are an assessment. There is an additional assessment on the tax rate, for citizens
that live in the Planned Development. This additional assessment would be set aside to pay for
infrastructure, parks, fountains, or street sweeping, like in a Tax Increment Reinvestment Zone.

Another way to assess in the Planned Development is a stand-alone fee for property owners in that
development. He felt at least one of the Planned Developments might be interested in this
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assessment. If only the base level of services are provided, this is not the correct tool to use. But if
the development is wanting more amenities, then it may be the right tool to offset the incremental cost
of making an upscale development.

Council Member Steele asked about a cost sharing program for the construction of streets in a
development. He said Legacy Boulevard is a direct benefit to the Shulman property and to the City.
Mr. Hefton said developers pay for the construction of a regular residential street. They build them,
they pay for them, and when they’re done, they dedicate them to the City. If they are constructed to
City standards, the City will take them on for maintenance forever.

On major thoroughfares, four or six-lane roads that other streets tie onto, are constructed by the City.
They are City projects, constructed and funded by the City. The City is not required by law to do that,
but has historically done it. It would probably not be done if there was not development happening in
the area to help pay for it. Constructing the streets help accelerate the development. Deputy Mayor
Teamann asked for a report on how long it takes to see a return on a road constructed by the City.
Mr. Hefton said that would be reported during the Budget Workshop.

Mr. Hefton said the City may spend about $15 million on infrastructure for the Munson Development
and that $15 million costs about $1 million annually in property taxes. The staff expects that to
generate $1.5 million annually just in property taxes, not including sales taxes. He said the staff
would present the cost of the projects with the incremental revenue that will be received from that
investment, at the Budget Workshop.

Street Sales Tax

Mr. Hefton said it's time again to renew the Street Sales Tax, which must be done every four years.
Street Sales Tax generates about $1.3 million in revenue. It must be approved by voters and will be
on the November 5, 2019 ballot. If approved, it will be effective on April 1, 2020. He outlined the
procedure for the Street Sales Tax Election. Mr. Hefton said Street Sales Tax cannot be used to build
new streets, and can only be used for existing roads, and things within the roadway, such as
sidewalks, water lines, or sewer lines.

Maps will be displayed to show what has been done with the money in the past and plans for the next
four years’ worth of revenue, if renewed. He said this revenue is about half of the Street
Department’s budget and if it doesn’t pass, the Council will have some serious decisions to make for
the future. Council Member Steele added that about 53% of sales tax is generated by people that do
not live in Sherman.

Mr. Hefton said things for the Solid Waste Department are heading in the right direction. Significate
improvements have been made in cleaning up the waste stream. The Commercial Solid Waste
Program has grown 25% in the last year. This means higher revenue, but also higher tipping fees at
the landfill. Commercial customers are charged by volume, but landfill fees are based on weight.
Construction materials are very dense and weigh a lot. The rates have not been based on the density
of construction material, which is more prevalent during these high growth periods.

He said the Council will need to review the rates and make sure they are covering the City’s cost.
This includes gas, equipment, and maintenance. Mr. Hefton said the Texoma Area Solid Waste
Authority has a large amount of cash reserves, which are earmarked for capital projects. He said
there is some question about what impact this might have on rates.

Mayor Plyler said conversations are ongoing, but they are the only landfill in town. Hillside Landfill is
closed now, but there has been talk about it reopening. He said there are also other liabilities at
TASWA that may need to be discussed. Mr. Hefton said these things “might” have an impact on
rates and going forward with TASWA. Their rates were built on a projected volume of the waste
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stream. Volumes have increased beyond the projects so they have this excess revenue. Mayor
Plyler said there are discussions about the situation, and the extra revenue they are receiving would
go away if Hillside Landfill reopens. Discussions are ongoing about the impact this might have to the
City’s operations.

FY 2020 Work Plan

Mr. Hefton listed several other areas of focus for the FY 2020 Work Plan. These include
compensation and benefits for employees, market adjustments to salaries, police and fire facilities,
hotel/convention facilities, parks and a pool renovation, SCBA's for the Fire Department, trucks and
equipment, a focus on developments, and tools that may be used for zoning and land use, and
development.

Mr. Hefton referenced development at the intersection of FM 1417 and US Hwy 75, saying recent
development within a 1.5 mile radius at that location is over $1.5 billion in projects. Some is already
happening, some is funded but not started, and some is developing with discussions.

There will also be continued focus on finalizing infrastructure and development of thoroughfares, a
retail recruitment program, additional staffing concerns, and the upcoming Street Sales Tax Election.

Under a financial focus, Mr. Hefton said revenues are expected to increase $1 million between sales
taxes and property taxes. For the most part, group health costs have stabilized. Staff does not
believe there will be a need for a rate adjustment in the Utility Fund, especially because relief is
coming in 2021. He said fund balances in the Solid Waste Fund are down and the staff is watching it.
A request of some kind may be made at the Budget Workshop.

Mr. Hefton said the Council will need to make a decision on the property tax rate. He was not
proposing a utility rate increase or a stormwater fee increase this year. There will be a report on the
effectiveness and impact of the stormwater fee.

The Council has identified some critical issues that they would like to look at for FY 2020. Some are
operational and some are capital. These include clean-up efforts around the City, completing Park
Street, and continuing to evaluate the bulk trash pick-up program. Other areas to continue working on
are growth and development management, and operational issues.

Direction and Questions from the Council

Mr. Hefton asked for any questions or comments from the City Council. Council Member Holland
asked about promotion of the Street Sales Tax to the citizens and notification of areas that need
repair. Deputy Mayor Teamann felt that most citizens were more concerned with repairing their
streets rather than constructing new streets. By law, the Street Sales Tax cannot be used to
construct new streets.

Council Member Melton reiterated that the City is not in control of the State highways, only City
streets. Mr. Hefton said the City does have a good relationship with TXDOT. Mr. Hefton said the
Street Sales Tax has passed, overwhelmingly every time it has been on the ballot.

Mr. Hefton said the staff plans to bring back a recommendation of what a Budget would look like with
several tax rates and several scenarios, each covering the debt service. Council Member Stevenson
would like to see those scenarios for 10 years, with the M&O caps.

Deputy Mayor Teamann said he would like to increase pay for employees and bring it in par with our
peer cities. He would like a report on what that would take away from projects, with the future issues
on finance. How many projects would need to be eliminated if there was no tax increase. Council
Member Melton wanted to review employee benefits too.
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Council Member Stevenson asked if they increased tax rates to the maximum possible, could they
give relief to the citizens by lowering utility fees. Maybe this could offset “some of the pain” of higher
tax rates. Mr. Hefton said the staff will review that question. He said the State does regulate the
water utility rates, but Solid Waste rates are not regulated by the State.

ADJOURNMENT
There being no further business to come before the City Council, motion was duly made and
approved to adjourn the Called Meeting at 1:43 p.m.

MAYOR

ATTEST

CITY CLERK
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2019 TML Debt Survey

(by Tax Revenue per Capita)

e ot Sgite: De bt Value Revenue
- city == Population Total Net Taxable Tax Rate  Total GO/CO  percapita percapita per capita
Southlake 31,824 '$  7,593,368,970 $ 0.4470 $ 37,292,186 $ 1,472 ¢ 238,605 $ 106,656
~ Farmers Branch. 37,088 $ = 5575,637,174 §$ 0.5996 $ 47,130,000 $ 1,271 $ 150,335 $ 90,137
. TheColony 44,704 $ 4,526,048,717 $ 0.6650 $ 109,918,500 $ 2,459 $ 101,245 §$ 67,328
LaPorte -~ - 35371 $ 3,285,939,300 $ 0.7100 $ 39,565,000 $ 1,119 $ 92,899 $ 65,958
Wylie = 49,826 $ 4,259,503,789 §$ 0.7258 § 89,910,000 $ 1,804 $ 85,488 $ 62,051
~ DeerPark 33891 $ 2,750,373,408 $ 0.7200 $ 72,090,000 $ 2,127 $ 81,154 $ 58,431
CedarHill 48710 $ 3,779,101,307 $ 0.6970 $ 75,685,000 $ 1,554 $ 77,584 $ 54,078
Keller 44,940 $ 5,788,817,005 $ 0.4133 $ 57,990,000 $ 1,290 $ 128,812 $ 53,232
Rockwall =~ 44,208 $ 5,693,209,277 $ 0.4021 $ 86,900,000 $ 1,966 $ 128,782 $ 51,783
Bedford 49,528 $ 4,315,127,332 $ 0.5619 $  139,935000 § 2,825 $ 87,125 $ 48,952
Texarkana ' 37,679 $ 2,604,513,311 $ 0.7000 $ 51,870,000 $ 1,377 $ 69,124 $ 48,387
Burleson 46,145 $ 3,035,701,445 $ 0.7350 $ 141,625,000 $ 3,069 $ 65,786 $ 48,353
Hurst 39,160 $ ~3,103,842,101 $ 0.5800 $ 60,030,000 $ 1,533 $ 79,261 $ 45,971
[Cleburne 30,400 $ 1,737,758,554 $ 0.8040 $ 10,038,413 $ 330 $ 57,163 $ 45,960 |
Friendswood 39,839 $  3,374,237,069 $ 0.5324 $ 31,545,000 $ 792 $ 84,697 $ 45,093
Weatherford 30,654 $  2,600,396,894 $ 0.4899 $ 43,785,000 $ 1,428 $ 84,831 $ 41,559
Denison 24,380 $ 1,573,456,675 $ 0.6334 $ 48,016,200 $ 1,969 $ 64,539 $ 40,877
Harker Heights 31,075 $  1,803,480,163 $ 0.6770 $ 81,968,476 $ 2,638 $ 58,036 $ 39,291
Seguin ' 30,006 $ 2,093,568,489 §$ 0.5412 $ 78,373,667 $ 2,612 $ 69,772 $ 37,760
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Haltom-City 44,417 $  2,145,251,779 $ 0.6530 $ 44,095,000 $ 993 $ 48,298 $ 31,539
Copperas Cove 34,272 $ 1,350,331,853 $ 0.7979 $ 76,960,000 $ 2,246 $ 39,400 $ 31,438
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