STATE OF TEXAS s
April 19, 2022
COUNTY OF GRAYSON S

BE IT REMENMBERED THAT A Called Meeting of the Sherman City Council was begun and held in
the City Council Chambers on April 19, 2022,

COUNCIL MEMBERS PRESENT: Mayor David Plyler; Deputy Mayor Pam Howeth.
Council Members Dobbs, Holland, Marroquin, Stevenson,
Teamann. .

COUNCIL MEMBERS ABSENT: None.

CITY STAFF PRESENT: Robby Hefton, City Manager; Terrence Steele, Assistant City
Manager; Clint Philpott, Assistant City Manager; Zach Flores,
Executive Director of Public Safety; Ryan Pittman, Attorney,
Abernathy, Roeder, Boyd, Hullett; Rob Rae, Director of
Development Services; Wayne Lee, Director of Engineering;
Mary Lawrence, Director of Finance; Danny Jones, Fire Chief;
Chris Olson, Assistant Fire Chief; Jason Jeffcoat, Assistant
Police Chief; Bruce Dawsey, Assistant Police Chief; Nic
Emmons, Lt/Police Patrol Commander; Tammy Davis,
Controller; Tom Pruitt, Utility Engineer; Jim Cross, Water
Systems Manager; Nathan Whiddon, Wastewater
Superintendent; Shawn Hackworth, [T Manager; Eric
Sandberg, Assistant Public Works Manager; Leah Campbell,
Human Resources/OD Administrator; Nate Strauch,
Community and Support Services Manager; Theresa
Hutchinson, Parks and Recreation Manager; Tasheena
Taylor, Administrative Assistant; Moises Duran, Emergency
Management Coordinator; Travis Overturf, Civil Engineer;
Junior Jaimes, Help Desk Supervisor; Teri Fine, Assistant to
the City Manager; Linda Ashby, City Clerk.

PURPOSE: Call to Order, Quorum Determined, Meeting Declared Open
Pledge of Allegiance and Invocation by Council Member Daron Holland
Citizen Comments
Financial Update and Council Input for 2022-2023 Budget Year
Council Comments

Executive Session

In Accordance with the Texas Open Meetings Act, Chapter 551 of the
Texas Government Code, the City Council may hold an Executive
Session if the discussion of any of the items identified in this agenda,
or any of the items identified below, concern one or more of the
following:

TEX. GOV’T CODE § 551.071 --
Seeking the advice of its attorney about pending or contemplated
litigation, settlement offers or any matter in which the duty of the
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attorney to the City Council under the Texas Disciplinary Rules of
Professional conduct of the State Bar of Texas clearly conflicts with
the Texas Open Meetings Act.

TEX. GOV’T CODE § 551.072 --

Deliberating the purchase, exchange, lease or value of real property if
deliberation in an Open Meeting would have a detrimental effect on the
position of the City in negotiations with a third person.

TEX. GOV’T CODE § 551.073 -

Deliberating a negotiated contract for a prospective gift or donation to
the City if deliberation in an Open Meeting would have a detrimental
effect on the position of the City in negotiations with a third person.

TEX. GOV’T CODE § 551.074 —

Deliberating the appointment, employment, evaluation, reassignment,
duties, discipline or dismissal of a public officer or employee; or to
hear a complaint or charge against an officer or employee unless the
officer or employee who is the subject of the deliberation or hearing
requests a public hearing

TEX. GOV'T CODE § 551.076 —
Deliberating the deployment, or specific occasions forimplementation,
of security personnel or devices or a security audit

TEX. GOV’'T CODE § 551.087 —

Discussing or deliberating commercial or financial information that the
City has received from a business prospect that the City seeks to have
locate, stay or expand in or near the City and with which the City is
conducting economic development negotiations; or deliberating the
offer of a financial or other incentive to a business prospect

TEX. GOV'T CODE § 551.089 -

Deliberating security assessments or deployments relating to
information resources technology, network security information, or
the deployment or specific occasions for implementation of security
personnel, critical infrastructure or security devices

Open Meeting
Adjournment
CALL TO ORDER, QUORUN DETERMINED, MEETING DECLARED OPEN

Deputy Mayor Howeth said Mayor Plyler was tied up in a meeting, and called the meeting to order at
11:01 a.m., declared a quorum present, and opened the Called City Council Meeting.

PLEDGE OF ALLEGIANCE AND INVOCATION BY COUNCIL MEMBER DARON HOLLAND

CITIZEN COMMENTS
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Participants got their lunch from 11:01 to 11:09, prior to the actual start of the meeting.
FINANCIAL UPDATE AND COUNCIL INPUT FOR 2022-2023 BUDGET YEAR

COUNCIL COMMENTS
Robby Hefton, City Manager, announced that the CIP Workshop will be held on May 24, 2022.

ACTION TAKEN.
Motion by Council Member Teamann to change the date of the Budget Workshop to June
7, 2022, as presented. Second by Council Member Stevenson.

VOTING AYE: Dobbs, Holland, Howeth, Marroquin, Stevenson, Teamann.

VOTING NAY: None.

MOTION CARRIED.

Mr. Hefton asked Council Members to consider any initiatives they want to see in the 2023 Budget.

Work Plan Summary

Mr. Hefton said all staffing issues have been completed. The Police Department Headquarters
project is underway. The new utility rate from the Multi-Year Utility Rate Plan was adopted. The
Development Services Department is working on the Comprehensive Master Plan update, which
should be completed in the Fall of 2022.

Plans are underway for a new Downtown plan and projects for FY 2022. Projects will be broken into
phases and debt will be issued. Planning is also underway for the Recreation Center. The street
materials budget was increased and most of the fleet and equipment have been purchased. Some
specialized equipment is hard to get. There has also been an increase in the cost of fleet, and there
are longer lead times.

Council previously authorized the continuation of the Environmental Code program. A plan will be
presented at the CIP Meeting, to discuss the additional street rebuild projects. The first project has
been identified and is “off of Washington Street.” The goal is to complete the projects in-house, with
an expanded crew. Money for these projects will be from the Certificates of Obligation.

From City Council direction, the tax rate was not increased. There was a 4% utility rate increase, as
per the Utility Rate Plan. Council will review the proposed rate increase annually. There was no
change in Solid Waste rates.

Mr. Hefton said the hospital project continues to move forward. Progress is underway on the Utility
Master Plan, which should be completed in the Fall of 2022. This plan also had to change with the
news of the Texas Instruments expansion project. Changes will be made to the Marilee SUD water
line, because of the expansion news. The Northwest Sewer is underway, but the project has been
delayed because it was hard to get pipe.

Financial Update

Mary Lawrence, Director of Finance, presented the Financial Update. Ending reserves in the General
Fund in FY 2021, were up $3.6 million, due to a higher fund balance at the end of the year, over what
was budgeted. Reserves are expected to be up in FY 2022 by about $1.9 million over FY 2021. This
increase is primarily due to sales tax and grant money from ARPA.

She said, in the Utility Fund, FY 2021 ending reserves are down $256,000 from FY 2020. The Solid
Waste Fund's ending reserves for FY 2021 were up about $532,000. FY 2022 is tracking with
budget. She added that the expenses will be above budget, due to the purchase of an additional
Commercial Solid Waste truck.
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Ms. Lawrence said at the end of FY 2022, projected fund balances are expected to be at 115 days for
the General Fund, 67 days for the Utility Fund, and 55 days for the Solid Waste Fund. Even though
the Solid Waste Fund ending reserves are lower, no action was required.

On the General Fund, sales tax is up over the budgeted amount, and has increased about 15%, over
last year. She highlighted ARPA grant money in revenues and it's offset in personnel expenditures.

She highlighted the increase in sales tax and said about 55% of Sherman’s sales tax is now from
retail trade. About 10% is from restaurants, and another 10% is from wholesale trade. She said
there was a sales tax growth in all sectors. Mr. Hefton said a “double-digit” sales tax increase is very
unusual for Sherman. Normally it is a 3% to 5% range.

Mr. Hefton said the City didn’t need to be carrying high ending reserves. Those funds should be
transferred over for one-time expenditures. He said, for all major operating funds, the reserve range
should be at 75 to 90 days.

For the Utility Fund, Ms. Lawrence said there are no “major stories” in this fund. Revenues are
tracking budget. Wet summers versus dry summers can make a big difference in the Utility Fund
revenues. She said with the expansion projects, such as Texas Instruments, the City will be
managing the debt service. She said there will be a three-year period for debt, where there will be no
revenue from those projects, meaning there will not be “debt coverage.”

In the Solid Waste Fund, Ms. Lawrence said some changes were made in billing for commercial roll-
offs, and they swapped some residential rates with commercial rates. These changes contributed to
an increase in commercial revenue.

Ms. Lawrence said the General and Utility Improvement Funds will mainly be discussed at the CIP
Meeting. Most of the General Improvement Funds expenditures will be in the Street Department.
She presented a list of projects and their funding sources.

She also presented the growth in existing property and said the preliminary values from the Appraisal
District are always higher than what the City actually receives. Growth is limited to 3.5%, so no matter
how much the value increases, the City only gets 3.5% on the growth.

Mr. Hefton said, going forward, the City needs to count on increases on property tax revenues, being
only from new value that comes on the rolls. Because of sales tax growth, the City will be capped at
taking any more revenue in on property taxes, because of the new formula.

Ms. Lawrence presented a list of projects that were funded through the Certificates of Obligation.

Utility Fund Stuff

Mr. Hefton said there were two projects related to water and one to wastewater. Water projects
include upgrades on the Water Plant and the Pump Station, and on the water pipeline. One is on
“how much water the City can produce” and the second is how to move that water from the Water
Plant to other places. The third project is the Wastewater Plant.

On the "water side,” there is an old conventional system that will be phased out, and the new part that
will be added to replace it, and add some capacity. In the new room at the Plant, there is room to add
additional RO stacks that can increase the capacity by 5 mgd. If that is done at the same time the
old, conventional plant is taken off line, the City would be down a net 56 mgd. Then when the new
building is online, the capacity would increase to 35 mgd.
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When the Texas Instruments plant comes online, is when the next increase would be needed. The
staff has now revised how the timing might work. The new plan would keep the production levels
more consistent. This has been accomplished by changing the order and timing of the projects. By
changing the timing that the old plant is taken offline, there will be a “cushion” on the demand and how
much water the City can supply. The cost, may be slightly more, but the cost of building the plant will
increase over time anyway. It will cost less today to build a plant than it will in two or three years. This
will bring the capacity ahead of where it will be needed.

Mr. Hefton said there are also projects at the Lake Texoma Pump Station, the aforementioned Water
Treatment Plan Expansion, and the 36” Water Line from the Water Treatment Plant to the south
industrial area. The northern part will be from the Plant to O.B. Groner Road, and the southern part
will be from O.B. Groner Road to the Shepherd Elevated Tank. The pipeline alone, will cost between
$60 million and $70 million to construct. The debt would be through the Greater Texoma Utility
Authority.

Another part of the project would be the Elevated Storage Tank in the south industrial area, near the
Shepherd Elevated Storage Tank. There may also be on-site water storage for Texas Instruments. If
the City has access to that storage tank, they might contribute to it's construction. However, if it is
only for Texas Instruments, the City would not be able to “tap into it." Even if Texas Instruments
builds their storage tank, the City will still need to construct their storage tank.

Mr. Hefton said the City has a need to increase their water supply, especially the raw water supply.
There is currently one 72" water line from the Lake Texoma Pump Station, and if something goes
wrong, he said the City is “out of luck.” There is no other way to get water from the Lake to the City.
One way to fix this is to build additional storage basins at the Water Treatment Plant which could be a
long term or short-term solution.

The second option is a second water line coming from the Pump Station to the Treatment Plant. That
cost could between $40 million to $60 million. He felt the basins could be a quicker solution for the
City and then the City's partner, North Texas Municipal Water District could pay for the majority of the
pipeline. The City’s portion of that line would be 20%. NTMWD already has the project on their 10-
year CIP Plan in 2027 or 2028. If the City could do the other solution for now, and wait until they are
ready for the line, it would be more cost efficient. Currently there is no cost or scope on building the
water basins.

Council Members talked about additional “trade capacity” with other cities to the south. Mr. Hefton
discussed the use of effluent from the Wastewater Treatment Plant as a trade for additional capacity
of water in Lake Texoma. He said they have started conversations with North Texas on the quality of
that water, and on that possibility.

Projected Debt Service

Mr. Hefton presented a chart of the projected debt service on those projects. He discussed the
possibility of “capitalizing interest,” or borrowing money to pay debt service for the first few payments,
until revenue starts coming in. This helps so cash reserves won't be reduced too much. Basically, it's
a “timing difference.”

Another option is to use money that is “in the bank” from the General Fund, for other purposes. The
Sherman Economic Development Corporation could also put in some money. The staff is not
eliminating any possibilities. But there is a known problem for the first two or three years, about
making those debt payments, prior to the revenue coming online.

Mr. Hefton said there are several utility projects that will be coming up, that will have a huge effect on
debt service and operations, and how the City pays for that.
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Mr. Hefton reiterated that the debt is coming on through the Greater Texoma Utility Authority, but the
revenues aren’t keeping up yet. He said they won't let the reserves be reduced to 10 days to 50 days.
The staff is working on a plan, which will be discussed at the Budget Work Session.

Mr. Hefton said there is development all over Sherman, even though there is a significant portion on
the west and southern portion of town. He said 8,000 single-family lots, and that many again, multi-
family lots are represented in some form of development or pre-development. Not all of these will
happen and some are years away from happening, but most will be seen in the next five years. There
are approximately 14,000 single-family homes in Sherman now, so this will nearly double the
population of Sherman.

Mr. Hefton updated the Council on several of the projects.

o Bel Air Village - all Phase 1 single-family lots are sold and should be constructed by the end
of the quarter. Well into Phase 2, the remaining 600 to 650 lots. Also, into Phase 1 multi-
family and their amenities. Between 2,000 and 4,000 units.

e Heritage Ranch - moving slower, but construction should start by the end of the year.

e Hickory Hill - is a fairly new development on West Lamberth Road. Consists of 140 acres,
and is largely residential. Do have some other amenities, and a commercial aspect.

e Washington Meadows - located at the southeast corner of FM 1417 and Washington Street.
There are 50 houses that are either completed or under construction. The development is
approximately 130 single-family units.

¢ The Grove -is well underway, but has no occupied units yet. Includes apartments, duplexes,
and single-family.

o Shepherd Crossing - large development, but has been slower. Property has been
purchased. Master Development Agreement should be brought to Council soon.

e The Village - very slow, but they have 100 acres under contract, for single-family and multi-
family.

FY 2023 Workplan
Mr. Hefton said management reviews have not been done yet on department submitted budgets.

Therefore, the staff can't really say what expenses will look like, but they can talk about revenues.
Staff expects that there will be $100 million for new property tax values added, which would equate to
approximately $500,000 in revenue. He said he did expect the City to max out their revenue cap.
The sales tax increase at 13% would “eat up” any that was allowed under the revenue cap.

Sales tax is expected to be up $2 million to $3 million. He expected 800 to 1,000 residential building
permits in FY 2023. Those things come with additional impact fees, Engineering review fees, and
building permits.

On the Utility Fund, Mr. Hefton said the staff is waiting on the Rate Study and the impact from the
Texas Instruments growth. Expenses will also include the impact of additional debt service, and the
net of capitalized interest.

Because of all the growth, the Development Services and Engineering Departments are seeing a lot
of additional work. As the growth happens, it will be seen on other departments such as the Police
and Fire Departments, Street Department, and Parks Department. Mr. Hefton said the staff is
focused on what the impact will be for FY 2023, with 800 to 1,000 new houses being constructed. He
said that will be an issue in all the major operating funds.

Mr Hefton said he anticipated no ad valorem tax rate increase, and a possible decrease in rates,

depending on valuations and projected sales tax in lieu of property tax. He also didn’t expect the debt
rate to change much, but the Maintenance and Operations rate will probably go downward.

6
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He said they will need to get the Rate Study back before any determination is made on utility rates.
But he didn’t expect changes on the Solid Waste rates, and they continue to expect the Texoma Area
Solid Waste Authority to distribute the excess reserves.

Mr. Hefton expressed concern about the current 9% inflation rate that employees face. He said the
Dallas/Fort Worth CPI for March 2022 is the highest since 1981. Many cities and businesses are
increasing employee salaries. He said that will be included in the staff's budget proposal.

With sales taxes increasing, the impact of utility fees, the debt service, and the impact of inflation on
the workforce, staffing and compensation, will be another key area on which to focus.

Mr. Hefton said the City is out of space at City Hall. If the population doubles and there is a significant
increase in permits and inspections, the City doesn't have the capacity to do those with the current
staff. And there is no place to put additional staff. He felt the Council and staff need to be thinking
about a plan for City Hall, Public Works, and the Fleet Maintenance facility.

Mayor Plyler arrived at the meeting at 12:39 p.m.

Other planning issues include the adoption and implementation of the Comprehensive Master Plan,
the Utility Rate Study, and the Utility Master Plan. A separate meeting will be held on CIP items and
capital expenses. The City will probably be looking at a Certificate of Obligation package to pay for
many of these.

Mr. Hefton said on the utility system enhancements, he can talk with the other entities about securing
addition water rights, which would help Sherman for many years to come. He expected that the
Police Department would move into the new headquarters in the first quarter of 2023.

He said he would like to allocate additional money to cleaning up the City, and said that was a very
“broad description” of what he has in mind. It's more about driving down the street and what you
actually see. It would include enhances to environmental code enforcement, partnerships and
funding for homeless programs, and more aggressive fines. Recently, a task force has been
developed to attack some of these issues, but Mr. Hefton said he would like to add to that initiative.

Council Initiatives for FY 2023
Mr. Hefton asked about Council initiatives for the upcoming budget.

Council Member Howeth said she would like to increase the Texoma Area Paratransit budget by 10%
or 15%, especially since inflation is at 9%. They normally receive 5% from the City of Sherman. She
said TAPS has been back in operation since 2015. The FTA and TxDOT are providing the funds to
secure a new location for the facility. They have been renting the current facility.

Council Member Stevenson said during the Comprehensive Planning Meetings, it seemed like
everything was trails and downtown. He felt the City should move forward with downtown faster.

Council Member Teamann felt there should be a standard in all types of development. TIRZ are a
great asset, but for some, they may not be useful anymore. He also agreed that more needed to be
done downtown. He also wanted to see reconstruction on the current roads.

Council Member Dobbs was interested in cleaning up the City, including the homelessness issue.

Mayor Plyler was interested in pre-planning, such as with the new City Hall and the Fire Station. He
also mentioned that animal control and streets will be impacted by the growth.
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EXECUTIVE SESSION

In Accordance with the Texas Open Meetings Act, Chapter 551 of the Texas Government Code,
the City Council may hold an Executive Session if the discussion of any of the items identified
in this agenda, or any of the items identified below, concern one or more of the following:

TEX. GOV’T CODE § 551.071 --

Seeking the advice of its attorney about pending or contemplated litigation, settlement offers
or any matter in which the duty of the attorney to the City Council under the Texas Disciplinary
Rules of Professional conduct of the State Bar of Texas clearly conflicts with the Texas Open
Meetings Act.

TEX. GOV'T CODE § 551.072 --

Deliberating the purchase, exchange, lease or value of real property if deliberation in an Open
Meeting would have a detrimental effect on the position of the City in negotiations with a third
person.

TEX. GOV'T CODE § 551.073 —

Deliberating a negotiated contract for a prospective gift or donation to the City if deliberation
in an Open Meeting would have a detrimental effect on the position of the City in negotiations
with a third person.

TEX. GOV’T CODE § 551.074 -

Deliberating the appointment, employment, evaluation, reassignment, duties, discipline or
dismissal of a public officer or employee; or to hear a complaint or charge against an officer
or employee unless the officer or employee who is the subject of the deliberation or hearing
requests a public hearing

TEX. GOV'T CODE § 551.076 —
Deliberating the deployment, or specific occasions for implementation, of security personnel
or devices or a security audit

TEX. GOV'T CODE § 551.087 —

Discussing or deliberating commercial or financial information that the City has received from
a business prospect that the City seeks to have locate, stay or expand in or near the City and
with which the City is conducting economic development negotiations; or deliberating the
offer of a financial or other incentive to a business prospect

TEX. GOV'T CODE § 551.089 -

Deliberating security assessments or deployments relating to information resources
technology, network security information, or the deployment or specific occasions for
implementation of security personnel, critical infrastructure or security devices

No Executive Session was needed.
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ADJOURNMENT
There being no further business to come before the City Council, motion was duly made and

approved to adjourn the Called Meeting at 12:56 p.m.

MAYOR\ '

ATTEST

tg—k_/vlgu-\-: ﬁﬁ\‘bk\hm%

CITY CLERK
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