
MINUTES OF CALLED MEETING OF THE CITY COUNCIL OF THE CITY OF
LUFKIN, TEXAS, HELD ON THE

12TH DAY OFJULY. 1999AT 2:00 P. M

.

On the 12th dayof July, 1999the City Council of the City of Lufkin, Texas,convened
in a regular meeting in the Council Chambersof City Hall with the following
membersthereof,to wit:

Louis Bronaugh Mayor
Bob Bowman Mayor pro tern
R. L. Kuykendall Councilmember,Ward No. 1
Don Boyd Councilmember,Ward No. 2
Betty Jones Councilmember,Ward No. 3
Dennis Robertson Councilmember,Ward No. 6
C. G. Maclin City Manager
JamesHager Asst. City Manager/Finance
Atha StokesMartin City Secretary
Keith Wright City Engineer
Kenneth Williams Director of Public Work

beingpresentwhenthe following businesswas transacted.

1. Meetingwasopenedby Mayor Bronaugh.

2. CAPITOL IMPROVEMENTS PROGRAM

City Manager Macun stated that this will actually be the third meeting for
discussionof the Capital ImprovementsProgram. Mr. Macunstatedthat theinitial
discussionbeganat the Council Retreatin May, with a follow-up meetingin June.
Mr. Macun statedthat Council requestedthat therebe anotherfollowup meeting
after the presentationsby the Department Heads, which was completed last
Thursday,specifically with the requestand intent of finding a way to fund these
Capital Improvementsas listed in the first $13.3 million worth of needsof the City
without a tax increase. Mr. Maclin statedthat staff hassomeways to look at this
which can’t be guaranteedthey would bewithout a tax increase,but thereareways
to delaya tax increase.

JamesHager,AssistantCity Manager,gave a review of the Capital Improvements
Programasdiscussedin previousmeetings. Mr. Hagerstatedthat the tax supported
projectsincluded four categories: GeneralGovernment,Public Safety,Culture and
Recreation,andStreetsandDrainage. Mr. Hagerstatedthat thesefour categoriesas
recommendedby staff, total $13.3 million. Mr. Hager statedthat theseare the
projectslisted in detail - the Public Works facility, Police CommunicationSystem,
Ambulance Program and pumper for the Fire Department,mechanicalwalls,
bleachersand HVAC system for the Civic Center,PhasesI, II and III of the Kit
McConnicoParkandthe HurricaneCreekDetentionPonds.

In responseto question by Mr. Robertson, Mr. Hager stated that staff is
recommendingthe funding of the mechanicalwalls through the issuanceof debt
from the Hotel/Motel tax,andthat would berepaidovera periodof time.

Mr. Hager statedthat also discussedwas an option staff was recommendingto
Council regardingthe tax rate. Currenttax rateis 0.486977,which this yearmight be
roundedoff. Mr. Hagerstatedthat the currentO&M tax rateis 0.366310;the debt
servicetax rateis 0.120667.

Mr. Hager stated that governmentalaccounting is somewhat different from
enterprising accounting in that within governmentyou have separateentities
called “funds”. Mr. Hager stated,that as in other cities, we have an operating
budgetwhich Council has just reviewed, and thatis typically the ordinary taxrate;
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that is a separatefund andcarriesa separatefund balancefrom t
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Creekdetentionponds. Mr. Hagerstatedthat this would alloy
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McConnicoParkand buy anotherambulance. Mr. Hager stah
would allow the City to stay within that one cent tax shift d
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beginsto declineaswe issuethoseamountsof bondsthat were
Hagerstatedthatin year2004our fund balancewould be$43,400
that the graphshowsthe existingdebt in the dark blue andthe
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with a total of $2,433,000. It would rise to closeto that peakI
debt serviceis $2.2 million, which meanswe would be lookii
$200,000in increaseddebtserviceto meetin the year2005. ~
the point that hewantedto try to makein this is that wewould
at, basedupon our current projections, an increasein our del
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2004 we will in all likelihood require a debt servicetax rate basedupon the $13
million bond programthat staff is recommendingfor Council to approve. Mr.
Hagerstatedthat keepingin mind that in the year 2001 the Library becomesthe
responsibilityof theCity, andhe is estimating$200,000-$250,000whichwill equateto
2 to 2.5 centson the tax rate or reductionin operatingexpensesin other areasor
eliminating altogether the decision packages that Council has previously
considered. Mr. Hagerstatedthat, asCouncil knows,decisionpackagesrangefrom
$1 to $1.5 to $2 million peryear, with a lot of thoseitems beingprettynice to have
funded. Mr. Hagerstatedthat the other thing to consideris the debtservicetax
rateis not subjectto roll back. Mr. Hagerstatedthat whenyou shift that one cent
into the debtservicefund from the operatingfund, you lower your tax ratein your
operatingfund and subjectyourself to the 8% rollback more quickly than a larger
numberwould. Mr. Hagerstatedthat thereis no rollback on debtservicetax rate,
Council hasfull authority to adjustthe tax ratewithout that fear.

City ManagerMacun statedthat he would like to summarizethis presentationinto
a few options. Mr. Maclin statedthat the first option that was requestedwas, is
therea way to issueroughly $13 million in debtwithout a currenttax rate increase.
The answer is, if you staggerand delay the projects from the original proposed
schedule,which meansthe Public Works facility and some other items arebeing
pushedbacka coupleof yearsin somecases. You avoid a tax increasenow but you
do commit to a tax increasein 2005, maybeasmuchas2 cents,dependinguponwhat
happenswith the economybetweennow and then. Mr. Maclin statedthat an
alternativeobviously is insteadof a 3/4 of a centnext year, Council could approve
1/2 centthis year and 1/2 centnextyear. Mr. Maclin statedthat if you get thetax
increaseup front you get to invest it and it goesfurther. Mr. Maclin statedthat the
further the tax increaseis delayedthe more you will have to kick in in the end,
simply becauseyou aremissingthoseinvestmentearnings. Mr. Maclin statedthat
the other factor that could impactus to someintent is inflation. Mr. Macun stated
that when you delay theseprojects,historically you have increasedthe price, and
what might be a $1 million project now, five years from now might be a $1.4
million project just becauseof inflation. Mr. Maclin statedthat basicallyhe sees
Council as having two or threeoptions - 3/4’s of a cent as originally submitted,
breakingthat down into a 1/2 centper year for a coupleof years,or delaying for
basically four yearsbut recognizingthat therewill be a tax ratehike that you will
comeinto towards the end of that fourth year. Mr. Maclin statedthat Council
might decideto do onecentin 2004and onecentin 2005, andthat might be another
way of delayingthe tax ratehike. Mr. Maclin statedthat whenthe debtis issued,
the money hasto comefrom somewhere,and that either meanssome substantial
cutbacksin servicesor a taxrateincrease. Mr. Maclinstatedthat goingbackto some
discussionsCouncil had in 1991, the philosophy, the consensusof opinion of
Council has beenconsistently,that the public can handle smaller increaseseven
though they may be a little more frequentthan to wait and tag them with a large
increaseat one time. Mr. Macun statedthat in essence,this is what happened
with the reevaluationwith the CAD. Mr. Maclin statedthat historically back in the
‘80’s the City did not raisewaterand sewerratesand thenall of a suddenwehad to
raise them 10% and the citizens had difficulty dealingwith a doubledigit increase.
Mr. Maclin statedthat, likewise, that was the problem in 1988 whenCouncil raised
taxesabovethe 8% rollback and triggeredthe rollback election. Mr. Maclin stated
that staff thinks it is prudentthat Council considerthe samephilosophy that they
haveadoptedin rateincreaseswith tax rateincreasesand usethe incrementalsmall
amountsthat the public can handle easierin their budgetingprocessrather than
perhapswaiting until 2005 and thenhavingto bring on a two centtax hike to cover
debt requirements.

In responseto questionby Mayor Bronaugh,Mr. Wright statedthat on the land for
the detentionfacilities, the longerwewait thereis no guaranteeit will be there. Mr.
Wright statedthat staff hasestimatedthe priceof the land,but eachyear theydelay
in purchasingthe land, the price will increaseby 3% in value. Mr. Wright stated
that largesites,as would be neededfor a detentionpond, arenot easyto comeby.
Mrs. Jonesstatedthat purchasingthe land for the detentionpond hasgot to be one
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of the Council’spriorities.

In responseto questionby Mayor Bronaugh,Mr. Maclin statedthat thesefigures do
not include any typeof inflation per se. Mr. Gordenstatedthat he appreciatedthe
work that had been done on the CIP program and he was in favor of moving
forward.

In responseto questionby Mr. Gorden,Mr. Hager statedthat basically assuming
either a 5 to 5 1/2% interestrate on our debton a 20 year retirement,about each
$85,000would buy about$1 million worth of debt. Mr. Hagerstatedthat for $250,000
it would be $3 million, $430,000would be roughly $4 million. In responseto
questionby Mr. Gorden,Mr. Maclin statedthat on the $250,000that would be taken
from the current allocation in the StreetDepartmentand basically sayingthat we
will transferthe moneywe havebeenbudgetingin the StreetDepartmentfor Street
Departmentrepairsand making it revenueneutral to whereyou are investing it in
bonds as opposedto current projects which allows you then to do some major
reconstructionprojectsand pay it out over 20 years. Mr. Maclin statedthat right
now theCity is on a pay-as-you-go-basiseachyear.

Mr. Bowman statedthat Council still needsto addressthe water issue in the near
future. Mr. Gordenstatedthat if the City were in the middle of the droughtaswe
were in lastyear,we might be addressingthewater issuedifferently, wewouldn’t be
taking the engineer’sword on addingonewell peryear. Mr. Gordenstatedthat he
hopedthat the City couldmove fasterthanthat. Mr. Maclin statedthat the contract
has been signed with the engineersand they are moving forward with the
engineer’sstudy.

Mr. Gordenstatedthat if staff wantedto spendthe $13 million with the 3/4 cent,it
wasfine with him. Mr. Boyd concurred.

In responseto questionby Mr. Bowman, Mr. Maclin statedthat the 3/4 centwould
generateapproximately$85,000. Mr. Boyd statedthat he did not think the public
would be opposedto a onecentincrease.

Mr. Hagerstatedthat he wantedto keep focusedon the fact that this yearwe will
have an addition to the operatingbudget to include the full cost of the Library,
unlesswe havethe opportunity to receivesomeof the donationsand usethem in
the operatingaspectof the Library. Mr. Hagerstatedthat we will be looking at
probably$250,000additionalin operatingcostsin nextyear’s budget.

In responseto questionby Mr. Wright if we go aheadwith the 3/4 centwould this
put usbackon the old schedulewherewecould move the detentionpondsups, Mr.
Hager statedthat that would allow the City to sell $2.7 million per year, and there
would be someadjustmentin theschedule,but not quite asdrasticaswhathasbeen
doneto avoid the3/4’s increase.
In responseto questionby Mr. Bowman, Mr. Hager statedthat staff did not
recognizeany increasein the existing assessedvalues, which would be a re-
assessmentby the CAD, which is fairly conservative. Mr. Hager statedthat
assumingtheCity had future increasesand Council did not want to increasethetax,
or keep the tax the samebut lower the tax, that had beenbuilt into that projection
but have estimatedon new growth about $25 million per year, about 2% of our
assessedvalue. Mr. Hagerstatedthat that is wherethe increasedrevenueswould
comefrom. Mr. Hagerstatedthat if the City had an increasein assessedvaluesand
Council kept the tax rate the same,obviouslywe would get more revenuethanwe
projected. Mr. Maclin statedthat one other point of clarification that had been
discussedat the last meeting, this doesnot impact the GeneralFund fund balance
(the 90 day operatingportion). Mr. Maclin statedthat this just decreasesthe fund
balancein Interestand Sinking, but doesnot violate the 90 daypolicy that Council
adoptedlastyearasfar asthe minimum fund balancefor the GeneralFund.

Mr. Gordenstatedthat if he were readingtheprojectionscorrectly, in ‘99-2003 staff
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wasprojectinga 10 centincreasejustbasedon growth. Mr. Hagerstatedthatwould
bebasedon 2% peryear.

Mr. Maclin statedthat in essencewhatstaff would like to seekfrom Council todayis
sometype of direction relatingto the CIP Programbeing includedin the budget
draft thatwill bepresentedto Councilon July 27th. Mr. Maclin statedthatthePublic
Hearingwill be held on August3rd followed by first readingandconsiderationof a
vote on the Ordinanceon August 17th. Mr. Maclin statedthat if there is a
consensusto moveforward with 3/4’s of centas part of the CIP, staff can include
thatin thebudgetdraft thatwill be presentedto Council onJuly27th.

Mr. Robertsonstatedthat he was still questioningthe $375,000for bleachersfor the
Civic Centeras to needof that degree. Mr. Robertsonstatedthat this is an
expensiveitem andbeing in that facility and other facilities without bleachers,he
wasnot so surethatchairscould beboughtandforegotheexpenseof bleachers.Mr.
Robertsonstatedthatthis would be $375,000that could be appliedto somethingelse
which may be more neededthanbleachersin the Civic Center. Mr. Robertson
statedthat he would like to seemore evaluation of the bleachersbefore it is
includedin the CIP Programpackage. Mr. Maclin statedthat staff would askMs.
Thompsonto preparesomereportsthat contrast cost of seatingversusbleachers
andpossiblyseeksomecommentsfrom peoplewho rent thebuilding for concertsin
particularas to how valuablethey think thebleachersare. Mr. Maclin statedthat
Council memberscould evaluate Ms. Thompson’s report before they decide
whetheror not to include the $375,000. Mrs. Jonesaskedif therewere another
sourceof moneyto fund thebleachers. Mr. Maclin statedthat staff could consider
the Hotel/Motel Tax Fund after the mechanicalwalls are paid for. Mr. Maclin
stated that paymentsfor themechanicalwalls could be spreadoutover 3 to 5 years
and another3 to 5 yearsfor the bleachersandnot impactGeneralFund,which is
feasibleat our currentrateof taxcollectionsfrom Hotel/Motel tax.

Mr. Bowmanstatedthatwhile theCouncilwas looking at projects,he would like for
someoneto sell him on the Public Works facility. Mr. Maclin statedthat he could
takeMr. Bowmanon a tour of theexisting facilities at 7:30 a.m. tomorrowmorning.
Mr. Robertsonstatedthat he hadrecentlytouredthesefacilities andhe would vote
for the new facility. Mr. Robertsonstatedthat his philosophyon this is, that as a
progressivecity we ought to have some decent facilities for the different
departmentsto work out of. Mr. Robertsonstatedthattheold recreationalbarnout
nearWinstonParkis aboutreadyto fall down.

Mr. Gordenaskedif the 3/4 cent would impact any otherdebtwe might haveto
incur from thestandpointof statusof the issuanceof thebonds. Mr. Hageraskedif
Mr. Gordenwas talking aboutthearbitragerequirements. Mr. Gordenstatedthat
he was talking abouttheyearlylimit of debt issuancethat makesthe tax free. Mr.
Hagerstatedthat that was part of the arbitragelaws. Mr. Gordenstatedthat
arbitrageis part of making morethanyou aregetting paid. Mr. Maclin stated
that whatMr. Gordenis talking aboutis the $10 million cap. Mr. Hagerstatedthat
therearewaysof avoidingpaying thatmoneybackto theFederalGovernment. Mr.
Hagerstatedthat thebond attorneywill makesurethat you issuetax exemptdebt
and we will live by the requirementsto maintain tax exemptionin the bonds,
whetherwe issue$5 million or $50 million. Mr. Maclin statedthat Mr. Gorden’s
concernsarelegitimate concernsin termsof thebankqualificationbeing$10 million
oncewe get into the issuanceof theA/C pipe. Mr. Maclin statedthat it doesnot
separateby funds, it is basedon debtissuedasdebt issuedfor qualificationpurposes
only. Mr. Maclin statedthattherearesomeadvantagesfor stayingunderthebank
qualificationcap. Mr. Maclin statedthat we needto getan answerto this question.

It was theconsensusof opinion of Council that staff proceedwith the3/4’s of a cent
increaseto fund theCIPProgram(excludingthe $375,000for thebleachers).

City ManagerMaclin statedthat he would like to seek one other consensusof
opinion, and that goes back to the Street program. Mr. Maclin asked if

7/1 2/99 5



Councilmemberswould like to see staff include in thebudgeta proposalto do a
revenueneutral transferwherewe take anywherefrom $250-$350,000out of the
streetfund repairbudgetanduse it for debt issuancefor anywherefrom $2.5 to $4
million for reconstructionprojects. Mr. Maclin statedthat staff would thencome
up with a listing of how they would recommend,basedon priority of need,that
expenditure. There wasa consensusof theCouncilmembersto go forward with
theStreetprogram.

Mr. Hager statedthat he had been thinking abouttransferringfunds from the
operatingbudgetinto thedebtservicefund, andoneof theconcernshe would have,
andthatstaff shouldtalk to Mike Byrd aboutis, that rating agenciesmaytakea fairly
dim view of that simply becausethe operatingbudgetis dependentupon funding
thatdebt. Mr. Hagerstatedthat thereis a risk therefrom an investor’sstandpoint
andhe would like to talk to Mr. Byrd andseewhathe would suggest. Mr. Hager
statedthat hefelt thatMr. Byrd would suggestthat if Council wantsto do this that
we decreasefurther the operatingtax rate and increasethe debt tax rate for an
equivalentamount. Mr. Wright statedthatthis is aboveandbeyondthebond voter
packagesthatwetalkedabout. Mr. Maclinstatedthatwe arestill lookingat seeking
Council’s direction and leadershipin the appointmentof a blue ribbon type
committeefor bondelection andto still moveforward with that election next May,
unlessCouncil choosesotherwise. Mr. Maclin statedthat in order to be prepared,
we would needto decideby September,which would give us adequatetime for a
successfulbond election.

In responseto questionby Mr. Gorden,Mr. Maclin statedthat theCity camein #16
in the TDBG grant,whichwill probablybe funded,andwe will probablybe moved
up two more levelswhenit is reviewedby the State. Mr. Maclin statedthatbased
on currentnumbers,the top 16 grantrequestswill be funded.

3. There beingno further businessfor consideration,meetingadjournedat 2:55
p.m.

Louis Bronaugh
Mayor

ATTEST:

Atha Stoke Martin - City Secreta
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