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

21STDAY OF JUNE. 1999AT 12:00NOON

On the 21st day of June. 1999 the City Council of the City of
convenedin a called meeting in the Council Chambersof City
following membersthereof,to wit:

Louis Bronaugh
Bob Bowman
Don Boyd
Betty Jones
DennisRobertson
C. G. Macun
JamesHager
Bob Flournoy
Atha StokesMartin
Keith Wright
Kenneth Williams

Lufkin, Texas,
Hall with the

Mayor
Mayor pro tem
Councilmember,Ward No. 2
Councilmember,Ward No. 3
Councilmember,Ward No. 6
City Manager
Asst. City Manager/Finance
City Attorney
City Secretary
City Engineer
Director of Public Works

beingpresent,and

R. L. Kuykendall Councilmember,Ward No. 1

beingabsentwhenthe following businesswastransacted.

1. Meetingwasopenedby Mayor Bronaugh.

2. CONSIDERATION OF CAPITAL IMPROVEMENT PLAN

Mayor Bronaughstatedthat the meetingtoday was for further discussionof the
Capital ImprovementPlan.

City ManagerMaclin statedthat Councilmembershavea hard copy of a powerpoint
presentationthat Mr. Hagerwill be presenting, which representsa brief review of
someof the thingsthat were discussedat the Council Retreat. Mr. Hagerwill try to
categorizerecommendationsfrom staff asfar aswheredo we go from herein terms
of which items could be funded throughthe budgetprocessand how we will go
aboutthat, and which items staff would recommendthat Council considerthe idea
of appointinga Bond ElectionCommitteelike wedid in 1994, andthat next May, we
takeanotherbond electionto the citizensfor their consideration.

Mr. Maclin statedthat immediatelyfollowing this sessionCouncilmemberswill be
askedto go upstairsto the Data ProcessingCenterfor an updateon Y2K, and an
updateon the computersoftware/hardwarethat staff hasbeenpurchasingover the
last severalmonthsto be Y2K compliant and raisethe level of productivity of the
City and efficiency to a new level. Mr. Maclin stated that this will take
approximately30 minutes.

Mr. Maclin statedthat the datesfor the budgetworkshop to completethe budget
preliminary decision packageranking are July 7 from 8:00 a.m. (starting with
breakfast) until 2:00 p.m., and July 8 from 10:00 a.m. to 3:00 p.m. Mr. Maclin
statedthat thebackupdateif thereareproblemswill beJuly 9.

Mayor Bronaughaskedthat asMr. Hager is going throughthis presentationthat he
stop and give an updateon someof the ongoingprojectsthat will effect this year’s
budget. Mr. Maclin statedthat one of the ongoingprojectswill be the detention
ponds. Mr. Maclin statedthat Council hadtheir PhaseII presentationby Dodson&
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AssociateslastFebruaryor March.

Mrs. Jonesstatedthat her concernwas that in looking through the list of projects
that was provided earlier, some of thesethings are ongoing type projects that
Council has already takensomeaction on or have indicatedtheir agreementto
move forwardon, andnow somenew projectshavebeenadded. Mrs. Jonesstated
that she would like to seesome separationat least in the presentationaboutthe
projectsthathavealreadybeenstarted.

Mr. Hager statedthat he would like to start out by reviewing some of the
informationthat wasprovided at Pine Island. Mr. Hagerstatedthat he would like
to review the tax supportedprojectsthat were discussedand breakthem down in
the total requirementof the capital improvementsprogram,the debt requirement
(those items that bonds would have to be sold for or other debt financing to
accomplish),and then what the staff would recommendto the Council as being
Council approved.

Mr. Hagerstatedthat in GeneralGovernmentthe $3.12million is the servicecenter
for PublicWorks, andstaff would proposethat would be financedthroughdebtand
would recommendCouncil approvalfor that debt. Mr. Hager statedthat in the
Public Safetyareathat includesfire andpolice, the largestareaincludedof that $1.5
million in debt requirementsis $1 million for the police communicationssystem
and $500,000 of fire equipment spreadout over severalyears, and staff would
recommendthat asCouncil approvalaswell. Mr. Hagerstatedthatthereis a total
of $14 million in projects for culture and recreation,$8 million of which would
requiredebtfunding andstaff recommendationis $6.038million. Mr. Hagerstated
that a good part of the culture and recreationis the zoo capitalprojectsand noneof
that is included as debt funding. Mr. Hager statedthat all of that would be
supportedthrough the zoo fund, the admissionsaswell asdonations. In response
to questionby Mayor Bronaughasto wheretheTemplegrantmoneywas,Mr. Hager
statedthat it was includedin the $6 million. Mr. Hagerstatedthat a large partof
that moneywould be donationsandsomeof it would be from fundraisers.

Mr. Hager statedthat the total requirementfor streetsand drainagewas $19.3
million with a debt requirementof $16 million. Mr. Hager statedthat the largest
partof the streetand drainagedifferencebetweenthe $19 million and $16 million is
Tulane, which the Council hasalready approved. Mr. Hager statedthat a good
portion of the streetsand drainageis going to be madeup of the detentionponds.
Mr. Hagerstatedthat the $2.3 million in streetsanddrainagewould be for the three
detentionpondsthat Council hasnoddedfor approval. Mr. Hagerstatedthat he is
definingbetweenCouncil approvedandvoterapproved asstaff would comebackto
Council eachyear. Mr. Hagerstatedthat ashe goesthrough the presentationhe
will show Council staff’s plan asto how they want to approachfunding the $13.3
million in tax supportedprojects, knowing that one Council cannot encumber
anotherCouncil, staff would bring this backeachyear to the Council. Mr. Hager
statedthat staff believes that the projects they have recommendedto Council to
considerfor approvalare items that are very necessary, that in a lot of casesare
public health and safety issuesthat staff doesn’twant to run the risk of not being
ableto do.

Mrs. Jonesstated that the detention ponds that Mr. Wright mentioned are on
HurricaneCreekto addressthe flooding concernson the north and eastside of the
City.

Mr. Hager statedthat the next list is the revenuesupportedprojects,and the total
requirementis $23.458million. Mr. Hagerstatedthat water is at $17 million, which
includesthe replacementof the asbestospipe. Mr. Hagerstatedthat Council has
given approvalfor this project andstaff is in the processof seekinglow interestloan
funds and beginning to gearup to get this project underconstructionthis summer
or this fall.
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Mr. Hager statedthat wastewateris $4.4 million, solid waste is $165 million, and
recycling is $990 million. Mr. Hager statedthat of that $23 million, $19 million
would be requiredby debt. Mr. Hagerstatedthat he had a misunderstandingfrom
what Mr. Wright was telling him at the Pine Island retreat and the Council
approvedrecommendationby staff was $16 million, but in fact, Mr. Wright caught
the error, and what staff is recommendingto Council is to approveall of the $19.6
million. Mr. Hager statedthat the City hasvery little choice in regardto the $15
becauseTNRCC is requiring the asbestospipe replacement. Mr. Hagerstatedthat
the wastewatertreatmentis a public healthissue,andthe primary items includedin
the $3 million are replacementand upgradeof equipmentwhereneeded. Mr.
Hagerstatedthatthe $990, 000 for recycling is for compostingfacilities.

Mr. Hagerstatedthat Councilmembersmay remembera discussionseveralmonths
ago in regardto a treatmentplant and transmissiondistribution lines from the lake
to Lufkin. Mr. Hagerstatedthat while that project doesnot show up on this year’s
CIP, next year’s CIP will reflect that planning process. Mr. Hagerstatedthat the
City hasa ten yeartime framein which to begin taking water. Mr. Gordenstated
that in the last discussionbetweenCouncil andstaff, the time wasa lot quicker than
that. Mr. Wright statedthat therewas somediscussionaboutthe time framebeing
a lot quicker, andif Council wantsto move forward sooner,staff can do that. Mr.
Wright statedthat the engineeringreport showedthat for the next four to five
years,as long as the City continuesto drill new wells, the City of Lufkin will meet
it’s demandasprojected. Mr. Wright statedthat the engineerreport showedthat
the City needsto be moving forward now in the planning process,which staff is
currently doing. Mr. Wright statedthat staff is hiring engineers(five firms), doing
water testing on the ground water and surfacewater, and will do everything
necessaryto be preparedto move forward. Mr. Wright statedthat in next year’s
CIP it will show the first year’sphasingof funding for the proposedprojectsasfar as
construction,which will be at the end of this five yearperiod. Mr. Wright stated
that therearea lot of things that go into this prior to constructionwhich areall the
engineering,the permitting through the Army Corps of Engineers,U. S. Parks &
Wildlife, TNRCC, physical location of the plant and the intake structure. Mr.
Wright statedthat staff is in the processof conductingthesestudies at this time.
Mr. Wright statedthat in the meantimewe are drilling water wells. Mr. Wright
statedthat part of the CIP is anotherwater well versusthe one that is beingdrilled
now. Mr. Wright statedthat we havedrilled a hole, found good water,and are
proceedingon with the constructionof waterwell #14.

Mr. Gordenstatedthat this wasnot the way he rememberedleaving this at the last
meeting. Mr. Wright statedthat the schedulecan be changedat Council’s
discretion.

Mr. Bowman statedthat he wasnot realcomfortablepassinga bond issueof these
levels and turning right aroundand askingthe public to approvea bond issue for
Rayburn. Mr. Bowmanstatedthat thereneedsto be a merging of thosethings is
someform or fashion. Mr. Bowmanstatedthat, in his opinion, it doesnot make
good political strategyto try andhavetwo back-to-backbondissuesevenif theyare
separatedby threeyears. Mr. Wright statedthat, in his mind, this would not be a
voter-approvedoption, but rather something that Council would have to go on
their own with the information they had. Mr. Wright stated that this is
somethingthat the City hasto move forward on. Mr. Gordenstatedthat ashe
remembersit, the City’s projecteddebtpayout reductionwill fall off ratherquickly,
asfar ascreatingmoredebtservice. Mr. Hagerstatedthat theutility debtwill begin
to build becauseof the $15 million for the asbestospipe replacement. Mr. Hager
statedthat anotherreasonwhy we may want to considerthe timing betweenthe
asbestoscementandthe plant constructionis the impact it will makeon rates. Mr.
Hagerstatedthatit will drive ratesup, and a $15 million debt directly on the heelof
a $32 million plant constructionwill makesomepretty high rates. Mr. Hager
statedthat staff was trying to find somemiddle groundin phasingthesetwo projects
without jeoparding the water supply so that we can make the least amount of
impacton the citizensand hopefully getsomegrant assistance. Mr. Hager stated
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that that will also provide the City with additional years to contribute to the
depreciation. Mr. Hager statedthat we will havesomemoney available in that
fund to help offset the cost,and that is alreadypaid for.

In responseto questionby Mr. Bowman, Mr. Maclin stated that funding the
RayburnWater Projectby water revenuesis the worst casescenario,and that there
areopportunitiesthat canbe exploredthroughgrants,both public assistancegrants
andpotential economicdevelopmentgrants. Mr. Maclin statedthat the thing that
had been discussedbefore he came here is if and when TNRCC/TexasWater
DevelopmentBoard sayspapermillscanno longeroperateon ground water,which
most realiststhink that day will come, that papermillswill have to go to surface
water. Mr. Maclin statedthat Donohueusesa lot of ground water and whenever
that day comesthere needsto be an opportunity for the City and Donohuefor
discussionsin termsof costsharing.

Mr. Wright statedthat TNRCC is pushingthe regionalconceptand is forcing a lot
of smallerentitiesto get involved in regionalization. Mr. Wright statedthat more
thanlikely therewill be somefunding aid toward thatconcept,andpossiblythe City
could receivethis funding in the future. Mr. Wright statedthat staff will be
looking at this every year and once we receivethe report back, we may needto
reviseour scheduleandmove forward. Mr. Wright statedthat staff hasnot signed
the contractyet becausethe details have not beenworked out, but it should be
signednext month and eight months from that time we should have the finished
report. Mr. Maclin statedthat, in his opinion, we needto wait until the study is
finished beforewe can get a firm time frame on the Lake Project. Mr. Gorden
statedthat heagreed. Mr. Maclinstatedthat staffwastrying to give the ratepayersa
little relief to get finished with the a/c pipe removalbefore we get into the lake
project,otherwisewewould be stacking double increaseson the ratesper year.

In responseto questionby Mr. Robertson,Mr. Wright statedthat the number of
water wells will be revisedto add anotherwater well if we canfind the location.
Mr. Wright statedthat oneof the problemsis that we arerunning out of room as to
wherewe canput a well. Mr. Wright statedthat the initial report recommended
threeadditional waterwells. Mr. Wright statedthat onewell is beingdrilled this
year,andone is beingproposedfor nextyearandoneafter that. Mr. Wright stated
we would meet the time frame of the five yearperiod for thosethreewells. Mr.
Wright statedthat this is dynamic, it is not static, it dependson City growth and
what is happeningat the aquifer. Mr. Wright statedthat the study will include
indepthpopulationprojectionsandan indepth look at the City’s waterusagesince
1980.

Mr. Wright statedthat Mr. Hagerhashad someexperiencein ratestudies,and we
might want to considerhiring an outsideconsultantto work with Mr. Hager on
rates.

Mr. Wright statedthat the City doessludgeland application right now, which will
not last too far into the future, and the new compostfacility will be locatedin the
Solid WasteFacility. Mr. Wright statedthat he would like to be ableto pump the
sludgefrom the sewerplant just acrosstheroad andmix it with composton site in a
coveredtype shedwheretherunoff could be controlled. Mr. Wright statedthat we
aretrying to utilize this sludge in a mannerwhich is acceptableto TNRCC andwill
not costus a lot of money. In responseto questionby Mr. Robertson,Mr. Wright
statedthat the City could provide the sludgeas fuel. Mr. Wright statedthat we
would haveto reacha ClassA sludgequality, andat this time weareat a ClassB.

Mr. Hagerstatedthat to piggybackonto theratestudies,whatwedo haveis a system
that will begin to provide the information we needto look at the rates and revise
our rateswhereneeded. Mr. Hagerstatedthat this is part of the plan and part of
the financial forecastingand capital improvementprogramreview that he would
like for theCity to do on anannualbasisfrom now on.
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Mr. Hagerstatedthat he would like to list the Tax SupportedProjectSchedulethat
staff would recommendCouncil approval of. (The items are listed by cost and
timing.) Mr. Hagerstatedthat thePublic Works facility wasstartedlast fall and
becauseof timing we would not be proposingto sell any debt in fiscal 1999, 50

actuallythiswasmovedoneyear(2000-2004). Mr. Hagerstatedthatif theCity does
sell debtit will be in early fall afterthenew fiscal yearhasbegun. Mr. Hagerstated
that also includedin this schedulearethePoliceDepartment800 MHz system,the
ambulancereplacementprogram and pumpertruck for the Fire Department,the
mechanicalwalls, bleachersand HVAC systemfor the Civic Center, the parks
projectswould includePhasesI, II andIII at Kit McConnicoPark, andtheHurricane
CreekDetentionproject.

Mr. Hagerstatedthathe would now elaborateon the generalfund or taxsupported
side of theCapital ImprovementsProgram. Mr. Hagerstatedthat he had visited
with Keith Cramerof theAppraisalDistrict severalweeksagoandhe hadprovided
a preliminarytaxroll. Mr. Hagerstatedthat the new assessedpreliminary roll is
$1,328,000,000, which is representativeof abouta 6% reappraisedvalue for existing
properties. Mr. Hagerstatedthat our new propertyadditionsareactually higher
thanwhat we estimatedin thepreviouspresentationto Council. Mr. Hagerstated
that staff had estimatedapproximately$25 million and it is actually closer to $27
million. Mr. Hagerstatedthatthetotal propertyvalue at thispoint is $1,356,000,000.
The estimatedexemptions,which include the over65 andtheveteran’sexemptions
amount to $143.3million. The estimatedtax roll is approximately$1,212billion.
Estimateddisputedvaluesareat 1%. Mr. Hagerstatedthat from the taxablevalue
of $1,200,000,000our currenttax rate of .486977would producea total revenuefor
this coming year of $5.8 million. Mr. Hager statedthat basedupon previous
collectionrate, they seemto average97.5%,whichhe would like to seegetraisedto
98 or 99%. Mr. Hagerstatedthat this reducesour revenuedownto $5.7 million.
Mr. Hagerstatedthat36 centsis dedicatedto operationsandmaintenancecosts,with
12 centsdedicatedto debtservice.

In responseto questionby Mr. Bowman, Mr. Hager stated that the estimated
collectionsare $300,000higherthanover thepreviousyear. Mr. Hagerstatedthat
if theCity wereto sell in this fashion,$3.3 million in theyear2000, $4.8 in 2001,etc.,
then the fund balancein our debtservicefund would go from apositive $296,000 in
1999 to a negative$1.8 million in 2004,andthat could not be possible. Mr. Hager
statedthatto try to getthe funds to financethe $13.3 million capitalimprovement
program(Council approvedprogram) whatstaff lookedat wastrying to maintain as
close to the current tax rate as we can, making it as easyon the voters and as
sensitivepolitically for theCouncilmembersandstaff aspossible. Mr. Hagerstated
that staff hadlookedat, becauseof the increasein existing values,taking one cent
from the current 0 & M tax rate andaddingit to thedebtservicetax rate. Mr.
Hagerstatedthat the0 & M taxrate is .36 centsandwe aretaking onepennyfrom
thatandreducingthe 0 & M tax rateandincreasingthedebtservicetaxrateby one
cent. Mr. Hagerstatedthatthe0 & M revenuewouldbe reducedby $117,071andthe
debtservicerevenueincreasedby $117,071,which would give us$1,529,740into the
debtservicefund in fiscal 2000,and a like amountwith growtheveryyearthereafter.
Mr. Hagerstatedthat if the CIP projectswere fundedwith that changein our tax
structure(with interestearningsthat amount accumulates,and as you sell more
bondsandthe full debtserviceimpactsuswe beginto draw it downandwe would
endup with a negativehalf million dollars in fund balancein the year 2004, and
that is not acceptableeither). Mr. Hagerstatedthat if we look at 3/4’s of a centin
tax rate increase(this would be an increaseof .0075 cents)it would increasethetax
rateto .494477andit would producefor theCity $1,617million ratherthanthe $1.5
million thatwason thepreviousslide. Mr. Hagerstatedwhat that3/4’s of a cent
representson a$40,000houseis a $3.00 annualincreaseon aperson’staxbill. Mr.
Hagerstatedthaton a $100,000housethetaxincreasewould be $7.50annually. Mr.
Hagerstatedthatif you combinethe .0075 centswith aproposedbond saleschedule
of $2.7million peryear in the fourthyear it would be roundedout to $13.3 million.
Mr. Hagerstatedthatwe could afford theCouncil approvedbondprogramandwind
up with approximately$13,000million in fiscal 2004. Mr. Hagerstatedthat he
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