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AGENDA
CITY COUNCIL
TUESDAY, JUNE 23, 2020
1371 WEST FM 550 - MCLENDON-CHISHOLM, TEXAS 75032
6:30 PM

CALL TO ORDER

INVOCATION AND PLEDGE OF ALLEGIANCE TO U.S. AND TEXAS
FLAGS

RULES OF DECORUM

CITIZEN COMMENTS

Any citizen who is unable to attend the meeting in person may submit
comments by email to citysecretary2@McLendon-Chisholm.com.
Comments should be submitted at least 2 hours prior to the start of the
meeting. Comments will be read into the record.

APPROVAL OF MINUTES

Consider Approval of June 2, 2020 City Council Minutes
06.02.20 City Council Work Session

Consider Approval of June 9, 2020 City Council Work Session
06.09.20 City Council Meeting

ITEMS FOR CONSIDERATION

Presentation, discussion and action regarding the FY 2018-2019 City
Audit (Requested by Palomba)
Audited Financial Statements Fiscal Year 2018-2019

The City's Financial Advisory Jason Hughes will present information
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related to remaining City Hall debt, early payoff scenarios and related
matters. Council discussion may follow. (Requested by Council Member
Hodges)

Hilltop Securities Presentation

83-84 6.3. Presentation by City Planner Mike Coker regarding recommended
process for the Comprehensive Plan Update. Discussion with Council
may follow to include timing of the update, process, funding, and related
matters. (Requested by Council Member Kipphut)

Staff Report - Comprehensive Plan Update

85 - 89 6.4. Discussion and action regarding adoption of an Ordinance establishing
a Hotel Occupancy Tax (HOT). (Requested by Council Member
Hodges)

Proposed Ordinance - Hotel Occupancy Tax (HOT)

90 - 95 6.5. Discussion and action regarding adoption of an Ordinance establishing
regulations for the registration and use of short term rentals providing
for inspections, restrictions, brochure and safety requirements,
neighborhood notification, violations and penalties, a sunset review
provision and related matters. (Requested by Council Member Hodges)
Proposed Ordinance - Short Term Rentals

96 - 112 6.6. Discussion and action regarding an Ordinance regulating noise in the
City and related matters. (Requested by Council Member Bloom)
Ordinance Amending Chapter 8 Offenses and Nuisances

113 6.7. Discussion and action regarding hiring a Construction Management firm
or individual to serve as Owners Representative on matters related to
the Fire Station project and funding for such representative. (Requested
by Council Members Kipphut and Bloom)

Staff Report - Owner's Representative

6.8. Discussion and action regarding appointment of a Council Member to
serve as liaison to work with the Fire Chief, City Administrator, Owners
Representative and Design Build Team on the new Fire Station.
(Requested by Council Members Kipphut and Bloom)

6.9. Discussion and direction to staff regarding setting a special meeting
date to interview and possibly engage a Construction Management Firm
or Individual to serve as Owners Representative for the fire station
project and a budget work session to follow. (Requested by Palomba)

6.10. Discussion and action regarding appointment of one or two Council
Members to the Rockwall County Open Space Alliance. (Requested by
Palomba)

6.11. Presentation and discussion regarding an update on the next phase of
the Veterans Brick Campaign to include timeline and associated costs.
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(Requested by Council Member Kipphut)

7. EXECUTIVE SESSION

7.1. Recess into Executive Session (Closed Meeting) in accordance with
Texas Government Code 551:071(1): Consultation with Attorney to seek
advice about pending or contemplated litigation or on 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 Meeting Act, regarding construction of the new
McLendon-Chisholm Fire Station including Council involvement, staff
roles, design/build process, hiring an Owner's Representative, budget
and related matters. (Requested by Palomba and Simmons)

REPORTS

114-119 8.1. Building Official Report May 2020
Building Official Report May 2020

120 - 135 8.2. Budget Report May 2020
Budget Report May 2020

136 - 138 8.3. Rockwall County Sheriff's Department Report May 2020
Sheriff's Report May 2020

139-142 8.4. Community Waste Disposal (CWD) Report May 2020
CWD May 2020 Report

143-145 8.5. McLendon-Chisholm Fire Department Report May 2020
Incidents
Total Calls by District

9. UPDATES, DISCUSSION AND DIRECTION TO STAFF

10. COUNCIL MEMBER REPORTS AND ANNOUNCEMENTS

The City Council will have an opportunity to address items of community
interest, including: expressions of thanks, congratulations, or
condolence; information regarding holiday schedules; an honorary or
salutary recognition of a public official, public employee, or other citizen;
a reminder about an upcoming event organized or sponsored by the City
of McLendon-Chisholm; information regarding a social, ceremonial, or
community event organized or sponsored by an entity other than the
City of McLendon-Chisholm that was attended or is scheduled to be
attended by a member of the City Council or an official or employee of
the City of McLendon-Chisholm; and announcements involving an
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imminent threat to the public health and safety of people in the City of
McLendon-Chisholm that has arisen after posting the agenda.

11. ADJOURN

As authorized by Section 551.071 of the Texas Government Code, this meeting may be
convened into closed Executive Session in order to seek confidential legal advice from the City
Attorney on any agenda item herein.

I, Rochelle Green, do hereby certify that the above Notice of Meeting of the City Council of
McLendon-Chisholm, Texas was posted or before 6:00 p.m., June 19, 2020 on the outside
bulletin board at City Hall, a place convenient and readily accessible to the public at all times.
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CITY COUNCIL — WORK SESSION
City of McLendon-Chisholm, Texas
Meeting Minutes
June 2, 2020

The City Council of the City of McLendon-Chisholm convened in Work Session on
Tuesday, June 2, 2020, at City Hall, 1371 West FM 550, McLendon-Chisholm, Texas,
with the following members present:

ATTENDING: Keith Short Mayor
Nathan Hodges Council Member
Lorna Kipphut Council Member
William Dahl Council Member
Trudy Woessner Council Member
ZOOM: Jim Bloom Mayor Pro-Tem
Staff Present: Lisa Palomba City Administrator
Shelly Green City Secretary
Jim Simmons Fire Chief/Marshall
Ray Smith City Accountant
Bill Hair My Computer Guy

1. CALL TO ORDER
Mayor Short called the special work session to order at 6:30 p.m.
2. INVOCATION AND PLEDGE OF ALLEGIANCE TO U.S. AND TEXAS FLAGS

Mayor Short gave the invocation and led the pledge of allegiance to U.S. and Texas
Flags.

3. CITIZEN COMMENTS

Robert Steinhagen, 304 Pheasant Hill.
o Expressed appreciation and support for the police and other law enforcement
agencies during these times.
e He also discussed the aspect of “design build” for the new fire station and asked
Council and Staff to thoroughly investigate before going this route.
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4. DISCUSS FISCAL YEAR 2019-2020 BUDGET PROJECTIONS AND FISCAL
YEAR 2020-2021 PROPOSED BUDGET AND RELATED MATTERS

Mayor Short explained this is a work session so there will be no action taken. There will
be a lot of information and discussion and opportunity for the Council to ask questions.
There will be no expectations for the Council to provide recommendations for approval
or even changes, though the Council will be able to make comments and staff will make
note of those. The staff and | have worked together to recommend a balanced budget.
We are not looking at a tax rate over the voters’ approval rate. We are not faced with
having to adopt the budget early. If we don’t get everything complete tonight, we will
have another meeting.

City Administrator Palomba presented a brief overview of the expectations for the
meeting. She explained she had invited Ray Smith, the city’s accountant, to be at the
meeting to help present some information and answer questions. She explained she is
looking for the Council’s feedback and adjustments will be made and ready for the next
meeting. Tonight, she will be providing the staffs recommended budget. The budget
worksheet at the end of the agenda is staffs recommendation based on the current
information available and maintains a tax rate of $0.15. Final numbers for ad valorem
revenue will not be available until after Rockwall CAD provides the certified property
values in mid-July. What we are working with here are estimates. Staff will also
continue to update you on fiscal year end projections as monthly budget reports are
available. Although firm numbers will change as final numbers become available, most
increases could be absorbed by the surplus built into the budget. Certain assumptions
have been built into the budget.

The proposed budget as suggested by the Mayor and Staff includes the following:

¢ Assumes adoption of a .15 cent tax rate (The effective rate is 15.7 cents, so this
proposed budget actually represents a small decrease in the tax rate.
Assumes Certified Property Value Estimates are correct
Conservative revenue projections
Worst-case expenditure projections
Covers SAFER Grants decrease (252k to 117k)
Covers a new Code Enforcement position
Covers contracted full-service Animal Control
Covers new Fire Command Vehicle (current vehicle repurposed for new Code
Officer)
e Covers 3-5% salary merit increases and an increase in the TMRS contribution
and city matching ratio (TMRS is the City’s retirement program)
Covers an updated Comprehensive Plan
Covers projected increases to usual operating costs

Staff needs feedback on items on the agenda in order to provide the most accurate
budget information as we move forward. Other amounts of the budget are based on
known expenditures and revenues, or there may be something that is contracted that
we just know it's going to go up 3% or 5%. Things like our dispatch contract, or our
radio maintenance, or Inframark who is our sewer provider. Other things included are
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the projections for the worst-case scenario expenditures and then the usual and
ordinary operating expenses.

4.1. Discuss sewer operating and maintenance needs as related to the current and
proposed budget. A representative from Inframark, the City’s sewer operating
and maintenance provider, will be in attendance to present information and
answer questions.

Cameron Robinson, with Inframark, made a presentation regarding sewer operating and
maintenance as follows:

e Inframark is requesting a Fleet Zoom Monitoring System which will enable
remote monitoring on the system.
e $10,000 initial cost, $600 per lift station after first year

Road repair cost to be determined
Lift station pump repair $6,700
Lift station pump install $1,300
Manhole repair $1,500

Funding from Utility Fund Balance
Recommend approving using current year funds.

Mayor Short ask how many lift stations they are talking about. Cameron responded
there are two. So, Mayor Short determined it will be $600 per lift station times 2, so
$1,200 per year. Cameron confirmed.

Council Member Hodges ask if the installation of this technology will prolong the life of
the pump stations. Is there any evidence to say that it'll last another year or two
because of doing this? Cameron responded no; this is separate from the pump station.
It will allow them to monitor everything to prevent something from happening to the
equipment.

Council Member Hodges ask that so far as the $600 per lift station per year, what
incremental increase can we expect as a city. Is that going to go up? Cameron
responded they do not anticipate any increases at this time.

Council Member Woessner asked what happens when technology changes. Cameron
stated this is on the cutting edge of technology but there could be a software update
needed, not an update as to having to install a new system.

Council Member Hodges asked how it would affect the users on the lift station if they
don’t move forward. Cameron stated that if they don’t move forward, they will need to
get the current manufacturer of the equipment to look at what's in there. You will also
need to get some sort of auto-dialer.

Council Member Dahl asked how often the system is checked. Cameron responded
they are usually out Monday, Wednesday, and Friday of each week to check the pump
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stations. They are not out there at night or on weekends. They have to have an auto-
dialer to report problems.

Council Member Dahl stated he would like to see the cost of repairing the current auto
dialer so they can make the best decision moving forward and an annual operating cost.
Mayor Short added the need for a guess of the longevity of the pumps if they just repair.

Council Member Hodges asked if the existing location goes out completely, are there
any transfer fees to move this technology to a new pump station. Cameron responded
they could use the same equipment, depending on the connections.

City Administrator Palomba asked, on the road repairs, are they proposing to put gravel
down or asphalt. Cameron responded that typically what they would do is use gravel.

City Administrator Palomba asked Cameron to address the pump repair. Cameron
reported that on lift station number 1, one of the pumps went out due to various
incidents which could have damaged the pump. The repair would be $6,700 and the
labor and mobilization would add another $1,300. So, we're looking at an $8,000 repair
for one of the pumps. They recommend that repairing it will be sufficient.

Council Member Hodges ask for clarification of his understanding that right now they
are down to one pump station. Station one is not functional? Cameron confirmed that is
correct.

City Administrator Palomba stated she had talked to Ray earlier and they see that this
can be funded out of this year’s utility fund balance so we can go ahead and get the
repairs done so we don’t have any additional issues.

Council Member Woessner ask if the new equipment comes with any type of warranty.
Cameron stated there will be some sort of warranty.

Council Member Hodges asked what the average life span of one of these pumps is.
These are seven years old. Cameron responded it might be about 12 years.

Council Member Dahl asked if there is any chance the Oncor failure could have caused
this damage and, if so, is there a chance to recoup some of the costs from Oncor.
Cameron stated they do not have enough evidence to say it is exactly what caused it.

Mayor Short asked for an explanation of the manhole repairs. Cameron explained they
had actually gotten a call from a homebuilder and upon investigation they found there is
a false bottom in one of the manholes. This would have had to be completed during the
original install. We don’t know who did the install or why it was done this way. An
estimate of $1,500 came in to get them back in order.

4.2. Discuss technology needs as related to the current and proposed budget. A
representative from the City’s Information Technology provider, My Computer Guy, may
be in attendance to present information and answer questions.

e Technology Needs
o Council Laptops v. iPads
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o Possible change of audio/visual service provider
City Administrator Palomba stated she was wondering if the Council might want to
consider changing to laptops rather than the iPads. She introduced Bill Hair, the city’s
information technology provider, to present information and answer questions. She also
explained the other issue with the audio/visual system. She would like to have the entire
system evaluated to see what is causing issues like they are having tonight.

Mr. Hair presented the options for changing to laptops and the different systems
available. He stated they can get them in the $800 range to replace the iPads.

Mayor Short asked what the pros and cons are between the different systems. Mr. Hair
explained their functionality is similar. What you would be paying for is the lightweight
and a little better screen resolution.

Council Member Kipphut asked about the amount budgeted. Palomba responded they
had budgeted $800.

Council Member Woessner stated she likes what she has and would like to stay with it.
Palomba stated she didn’t know if all of you would have to switch.

Hair stated he would like to see them using the team’s functionality with Microsoft.
That's where you have access to groups of documents that you all have access to no
matter where you are.

Council Member Woessner asked if there is some way they can learn how to do that.
Hair replied they could hold training.

Council Member Dahl stated he likes the idea, but the problem is the open meetings
act. He doesn'’t feel they can utilize this since only two council members can work on
the same item at any given time unless it's during session.

City Administrator Palomba stated she would like the Council to consider what they
would prefer and bring their thoughts to her and she can bring this back to them.

Council Member Woessner stressed that they should have some training in order to use
all the functions of the equipment. Hair responded he can set up some training for
them.

4.3. Discuss public safety planning including short-and-long term needs for facilities,
site location, vehicles, equipment, personnel, operating and maintenance and
related matters.

Fire Chief Simmons presented the following staff report:

Background

The Texas Department of Transportation (TxDOT) purchased the fire station property
located at 1250 S. Hwy 205, McLendon-Chisholm. Funds in the amount of $4,551,087
were deposited in the Fire Capital Fund at LOGIC. Funds will remain in the LOGIC
account until needed in order to earn interest. A checking account will be opened with
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the City’s primary bank and funds will be transferred from LOGIC to the checking
account as needed to pay for station costs as they are incurred.

Station Location

The Mayor, Fire Chief, and City Administrator considered multiple criteria in
recommending the City Hall site as the most suitable location for the new station.
Determining factors include locating a central site to serve the city and ETJ for prompt
emergency response times, quick access to major thoroughfares, current and future
traffic conditions, compatible land use to surrounding area, easy ingress/egress from
the station to the road, and cost. Sites on Hwy 205, Hwy 205/FM 550 vicinity and City
Hall were considered. The site on Hwy 205 is over a mile north of city center and 1.3
miles from ETJ center, and is likely to be retail in the future and would require
improvement of an adjacent road for ingress/egress adding considerable cost to the
project.

The Hwy 205/FM 550 site vicinity is nearly city center, but the area will be 100% retail in
the future and lot size may limit future expansion for training grounds or related use.
Additionally, locating a public facility on a retail lot could result in reduction of sales tax
that could be generated by a retail establishment on the same site. The additional cost
for either Hwy 205 or the Hwy 205/FM 550 vicinity site would have added an additional
$300,000 to $500,000 to the overall project cost just for land purchase. The City Hall
site is .9 miles from city center and .3 miles from ETJ center, has adequate space for
current and long-term needs, is compatible with adjacent land use, and requires no
additional cost for land purchase. The savings may be applied toward future capital
needs producing a tax savings for residents.

Design/Build Method

Several area fire departments were surveyed in the process of researching the most
efficient method for designing and building a station. Due to the city’s size, defined
budget, limited staff and build time constraints, it was determined that utilizing a
design/build method is the most efficient means for building the station.

Rather than hiring an architect and then bidding out separately for construction, the
design/build method allows the City to hire a firm that will design and construct the
station. Additionally, firms that offer design/build services offer turnkey pricing. This
allows for better cost control and generally saves time as well as money. This method
will require the City’s Engineer, Building Official and Fire Chief to provide project
construction oversight.

Process and Estimated Timeline for Station Construction

June 12 Request for Qualifications Issued

July 3 Submissions Due

July 10 Staff narrows candidate firms and invites construction proposals

July 28 Staff makes recommendation to hire design/build firm and Council
hires

Sept 22 Preliminary drawings/renderings provided to Council and public for
review and comments

Oct 27 Final plans provided for Council approval

November Groundbreaking/construction
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[ July 2021 | Anticipated completion

Schedule may vary due to weather and other unpredictable conditions.

Mayor Short asked if the location will affect any of the ratings the Department has. Chief
Simmons stated no, not at this time. It's not much different than where they are located
right now. It could actually help us improve.

Council Member Dahl asked if they would be able to put a “not to exceed” requirement
in the RFQ? Palomba stated they did plan to put in terms to that effect.

Council Member Kipphut asked for the protocol when a station is in a neighborhood as
far as running the sirens. Chief Simmons explained there are certain laws they have to
following when using lights and sirens. His crews are very cautious about these
situations.

Council Member Hodges had a question regarding Design/Build. Obviously, they are
going to have an in-house architect. Are they a licensed architect? Chief Simmons
responded yes.

Mayor Short ask Chief Simmons to clarify what he means by the long term we are trying
to do with this station. This station is going to be here for the city for quite some time. It
has to meet the needs of this city as the city grows. What are the projected possible
uses within that building?

Chief Simmons responded that the goal is to build a 30 plus year fire station that's going
to last the city 30 plus years. Looking at building the station and knowing this community
and knowing what we have and we don’t have, when | talked about the public safety
side, department of public safety side, public safety is everything that falls under that
whether code enforcement having an office there of if it's the building official having an
office there. As the Council, whatever Council makes the decision to have law
enforcement having an office there that they can utilize. We want to make sure that
station has the ability to use where you don’t have a build a separate building.

Council Member Hodges asked if they scaled this thing back, only did a fire department
and it cost one point eight million dollars of the four and a half million dollars that we
have available, what happens to that money that has been granted to us? Does it go
back to the state? Chief Simmons answered no. Council Member Hodges stated his
point is we're going to use these funds anyway, it's not from our city tax dollars that's
going towards funding this structure. It's a grant from the state, correct? Chief Simmons
responded it's not a grant. TxDOT did an assessment when they started the process to
widen 205, they found it was going to wipe out the station. They hired a company to
come in and do an assessment of the needs of this department and off that assessment
of the new future station, the recommendation was made of what TxDOT would pay the
City.

Council Member Woessner asked if they only use a portion of the money, can they use
the rest to buy, say, a fire truck. Chief Simmons responded yes. She responded then
they don’'t have to throw all of it into a building that they may not use for a little while.
Chief Simmons restated that this building is being building for a 30 year plus period of
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time. Council Member Woessner asked why have such a large building when the trucks
and equipment are not up-to-par.

Mayor Short pointed out that construction costs go up every year, so they might not be
able to build later.

Council Member Woessner stated she was just trying to say they don’t have to have the
high-end for everything they put in the station. Chief Simmons stated they are not
building an excessive building. City Administrator Palomba explained that a large
portion of the cost is structural design such as the foundation to be sure it will support
the weight of those trucks. Council Member Woessner stated that she just didn’t want to
see it all go into a building when they have equipment sitting in a parking lot broken
down. Chief Simmons pointed out that they will be able to use any funds left over for
new equipment. Council Member Woessner stated she would just like to see some of
that put back for the future. She stressed that she’s not just talking about the size of the
building, but also the finish out. She stressed again that she would like to see them put
some back.

Mayor Short recessed the meeting for a short break at 7:59 p.m.

The meeting reconvened at 8:05 p.m.

The Chief reviewed a slide showing MCFD then, now, and proposed.
4.4. Discuss proposed changes to the Master Fee Schedule.

City Administrator Palomba and Fire Chief Simmons presented the following staff
report:

Background
The Master Fee Schedule is reviewed each year as part of the budget process.
Proposed changes include the following:

Service Current Rate Proposed Rate
Sewer Rate $57.75 $60.64
Pool Permit $500 plus inspection fees | $200 plus inspection fees =
(usually 4 inspections at $75 | $500 Total
each) = $800
Mechanical/HVAC $100 plus inspection fees No Change
Plumbing Permit $150 plus inspection fees $100 plus inspections fees
Electrical Permit $150 plus inspection fees $100 plus inspections fees
Solicitor's Permit $100 (up to 4 individuals per
permit) $25 for each
additional person

The sewer rate proposed is derived from the sewer rate study completed last year. The
rate study is attached to the packet. New information regarding NTMWD rates are not
available at this time.
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Council Member Kipphut asked if this is the sewer rate recommended in the sewer rate
study. City Administrator Palomba replied it was.

Council Member Kipphut ask for clarification of her understanding — the City of
McLendon-Chisholm has been keeping the sewer rate low and subsidizing it with the
sewer reserve fund in order to keep it low.

The current pool permit fee is high as compared to neighboring cities. The proposed fee
covers the city’s costs.

Mechanical and HVAC permits are currently $100 plus inspections. Plumbing and
Electrical permits are currently $150 plus inspections. Plumbing and Electrical permits
are similar and should reflect a similar fee. Staff proposes to reduce the plumbing and
electrical permit fee to $100 plus inspection fees to be in line with the mechanical and
HVAC permits.

Council recently approved changes to the City’s nuisance ordinance and now requires a
solicitor's permit. A fee needs to be established for the permit. Staff proposes a $100
fee which includes background checks for up to four individuals plus $25 for each
additional person attached to the permit. These fees are recommended by the staff in
order to cover background checks and other items necessary to issue a permit.

Fire Department related proposed permits were discussed.

City Administrator Palomba reminded the Council that they are not making any
decisions tonight and if any of them have recommendations, please forward to her.

Recommendation:

Staff recommends Council consider the proposed Master Fee schedule and have staff
prepare an ordinance with an effective date of October 1, 2020 and present to Council
for adoption at a future meeting.

4.5. Discuss employee salaries and benefits.

City Administrator Palomba presented information regarding employee salary and
budget assumptions:

e 3-5% increase for personnel after completion of one-year subject to
recommendation from supervisor
Salary adjustment for Fire Captains (approx. 8%)
Proposed Code Enforcement/Public Works Position
Increasing TMRS contribution rate from 5% to 7% Jan 1, 2020
Increasing Match Ratio from 1:1 to 2:1 Jan 1, 2021
10% increase in health insurance

e 5% increase in Firefighter's workers comp insurance
Retirement Benefits

Current Proposed
e Employee Deposit Rate
o 5% 7%
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e City Match
o 11 21
e Vested Requirement
o Syears
e Service Retirement Eligibility
o Vested and age 60 or 20 years and any age

Other Benefits
e City pays 100% for full-time employee coverage
o Employee Health Insurance
o Vision
o Dental
e Employee pays 100% for dependent coverage

NO AUDIO RECORDING WAS AVAILABLE AFTER THIS POINT
4.6. Discuss Comprehensive Plan update, timeline for completion and probable costs.
City Administrator Palomba presented the following staff report for this item:

Background:

The 2015 Comprehensive Plan was adopted in March 2016. Michael R. Coker, the
City’s current Planner, served as the project consultant. Since that time, there have
been only minor updates to the Future Land Use Plan and Transportation Plan.

In 2019 the City Council discussed the need for updates to the Comprehensive Plan. At
that time, it was decided not to engage a planner specifically for this purpose. Council
determined that the Planning & Zoning Commission, the City Council, and the Economic
Development Committee could likely do the necessary work involved in updating the
plan with minimal guidance from the City’s Planner.

On February 25, 2020, Council approved Resolution 2020-03 establishing an Economic
Development Committee. The Resolution tasks the committee with developing an
Economic Development Plan. As part of developing the Economic Development Plan,
the Committee will seek input from the City Planer on concepts to update the City’s
Comprehensive Plan.

While the City sought applicants for the Economic Development Committee, largely due
to COVID-19, applicants have yet to be appointed for this committee. Therefore, the
committee is not yet active.

As related to the above-mentioned Economic Development Plan and Comprehensive
Plan update, staff requested a quote and proposed scope of work for a new or updated
Comprehensive Plan. The City Planner is suggesting $15,000 for an update and
$20,000 to develop a new Comprehensive Plan. The City Planner estimates a new or
updated plan could require six to eight months to complete. The proposed scope of
work is provided by Mike Coker as follows:

Proposed Scope of Work: New or Updated Comprehensive Plan
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TASKS:

1. Perform City and area reconnaissance and prepare photographic inventory of
City and surrounding area

2. Prepare presentation for combined meting of the City Council and City Planning
and Zoning Commission that provides for an overview of the purpose, process
and timing for the development of the new or updated Comprehensive Plan
(PPT)

3. Meet with City Council and Planning and Zoning Commission to provide an
overview of the purpose, process and timing for the development of the new
Comprehensive Plan

4. Develop preliminary Comprehensive Plan objectives and strategy for
development

5. Commence data assembly to support objectives for Comprehensive Plan

6. Prepare outline for new or updated Comprehensive Plan (PPT)

7. Meet with City Council and Planning and Zoning Commission to review the initial
objectives and strategy for preparing the Comprehensive Plan

8. Prepare and present outline, objectives and strategy resulting from meeting with
City Council and Planning and Zoning Commission to the Community at a
community (PPT) meeting

a. Provide opportunity for community input and responses

9. Prepare Draft Comprehensive Plan

10.Present Draft Comprehensive Plan to City Council and Planning and Zoning
Commission and community at a community meeting (PPT)

11.Revise Draft consistent with direction from City Council and Planning and Zoning
Commission

12.Present revised Draft Comprehensive Plan to City Council and Planning and
Zoning Commission

13.Present revised Draft Comprehensive Plan to community at community meeting
(PPT)

a. Provide opportunity for community input and responses

14.Prepare final draft Comprehensive Plan

15.Present the final Draft Comprehensive Plan to the Planning and Zoning
Commission at a public hearing (PPT)

16. Prepare any revisions as requested by the Planning and Zoning Commission

17.Prepare and present the final Draft Comprehensive Plan to the City Council at a
public hearing

18.Prepare Comprehensive Plan as adopted by the City Council (PPT)

19.Review adoption ordinance (prepared by City Attorney) in anticipation of adoption
by the City Council

Deliverables:

New or updated Comprehensive Plan

Updated maps

One digital reproducible Copy of New Comprehensive Plan

Recommendation:
Consider budgeting $20,000 for development of an updated or new Comprehensive
Plan so the Economic Development Committee, Planning & Zoning Commission and
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City Council will have the benefit of having an updated Comprehensive Plan as a guide
for future city development.

4.7. Discuss and review existing and proposed City financial policies.
City Administrator Palomba presented the following staff report:

Current Policies Background:

It is the objective of the City of McLendon-Chisholm to invest public funds in a manner
which will provide maximum security and the best commensurate yield while meeting
the daily cash flow demands of the city and conforming to all federal, state, and local
statutes, rules and regulations governing the investment of public funds. The City
Council adopted an Investment Policy in 2017 and amended the policy in 2019. Staff
has reviewed the policy and is not recommending any changes to the Investment Policy
at this time. Staff will perform a final review prior to budget adopting and will bring forth
any recommended changes at the appropriate time.

The purpose of the City’s Fund Balance Policy is to enable the City of McLendon-
Chisholm to provide for a prompt response to unforeseen economic uncertainty,
unexpected situations such as natural disaster and establish certain capital and
operating reserves to provide sufficient cash flow to sustain operability. The policy
establishes the appropriate level of reserves which the City will strive to maintain in its
fund balance; how the target fund balances will be funded; and the conditions under
which fund balances may be utilized. The City Council adopted a fund Balance Policy in
2019. Staff has reviewed the current policy and is not recommending any changes at
this time. Staff will perform a final review prior to budget adoption and will bring forth any
recommended changes at the appropriate time.

Recommended Policies Background:

A Debt Management Policy helps to ensure that cities maintain the current or an
improved bond rating in order to minimize borrowing and preserve access to credit. A
Debt Management Policy provides guidance for staff to ensure high quality debt
management decisions; ensure support for debt issuances both internally and
externally; impose order and discipline in the debt issuance process; promote
consistency and continuity in the decision making process; ensure that the debt
management decisions are viewed positively by rating agencies, the investment
community and taxpayers; and demonstrate a commitment to long-term financial
planning objectives. A Debt Management Policy may be reviewed annually as part of
the budget adoption process.

A long-term capital plan is designed to help cities anticipate and project future capital
needs, including construction, renovation and repairs and providing equipment to city
departments. A long-term capital plan generally covers a period of 5 years and may be
reviewed annually or as part of the budget adoption process.

Recommendation:

The City has not yet adopted a Debt Management Policy, a Long-term Financial Plan or
Capital Plan. The City Administrator, City Financial Advisor and City Accountant
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recommend adopting such policies. City Administrator Palomba gave a review of
existing financial policies:

¢ Financial policies are used by cities to set the baseline standards for how a city
will be managed financially. Common financial policies include: Investment, Fund
Balance, Debt Management, Capital Improvements, Budgeting, etc. Financial
policies should be reviewed each year as part of the budget adoption process.

¢ Investment Policy — City of M-C adopted an Investment Policy in 2017. Minor
amendments were made last year. Staff has reviewed and determined that no
amendments are necessary at this time. Resolution required to include that
Council has reviewed and no changes are required.

o Fund Balance Policy — M-C adopted a Fund Balance policy in 2019. Staff has
reviewed and determined that no amendments are necessary at this time.
Resolution required to include that Council has reviewed and no changes are
required.

Goals for Proposed Financial Policies and Long-Range Financial Plan/Capital Plan

e Debt Management Policy

o The primary objective of a Debt Management Policy is to ensure the City
establishes and maintains a solid position with respect to its debt service
and bond proceed funds, and that proceeds from long-term debt will not
be used for current operations but rather for capital improvements, related
expenses, and other long-term assets in accordance with State law and
City ordinances.

e Long-Term Financial Policy

o A City’s Long-Term Financial Plan is designed to help the City anticipate
and project future revenues and expenditures in the General Fund and
serve as a guide/management tool for City Management when evaluating
financial decisions that affect the City. It is meant to address maintenance
and operations, and when combined with the Long-Term Capital Plan,
capital improvements as well.

o To this point, the M&O and I&S tax rates necessary to cover the day-to-
day operations of the City and to cover the City’s debt payments are
projected. The Long-Term Financial Plan covers a period of five years.

2019-2020 FYE Budget Projection Key Takeaways

o Building Permits and Sales Tax Exceeding Original Budget Projects

e Original Budgeted Surplus $265K

e Projected End of FY Surplus $932,973 (this is after engineering costs for retail
sewer and fire personnel adjustments)

Proposed Budget as Suggested by Mayor and Staff
This Budget:
¢ Assumes adoption of a .15 cent tax rate (The effective rate is .15.7 cents so this
proposed budget actually represents a small decrease in the tax rate.
Assumes Certified Property Value Estimates are correct
Conservative revenue projections
Worst-case expenditure projections
Covers SAFER Grants decrease (252k to 117k)
Covers a new Code Enforcement position
Covers contracted full-service Animal Control
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4.8.

Covers new Fire Command Vehicle (current vehicle repurposed for a new Code
Officer)

Covers 3-5% salary merit increases and an increase in the TMRS contribution
and city matching ratio (TMRS is the City’s retirement program)

Covers an updated Comprehensive Plan

Covers projected increases to usual operating costs

Discuss Certified property value estimates as provided by Rockwall County
Appraisal District and related matters. The City’s Accountant, Ray Smith, may be
in attendance to present information and answer questions.

City Administrator Palomba presented the certified estimate of value for 2020 as
prepared by Rockwall Central Appraisal District.

The certificate of estimated net taxable value shows:

4.9.

4.10.

Net Taxable Value: $533,900,645
Freeze Adjusted Taxable Value $463,821,521

Discuss projected budget for Fiscal Year 2019-2020 (current budget) and Council
funding priorities, revenues, expenditure and tax rate for Fiscal Year 2020-2021.
City Accountant, Ray Smith, may be in attendance to present information and
answer questions.

Discuss Budget and Tax Rate Adoption Calendar

Proposed Budget and Tax Rate Adoption Calendar

Dates Meetings Action

June 2 Special Budget Work Session Staff Recommendations/Council
Discussion

June 9 Regular City Council Meeting

June 23 Regular Council Meeting/Budget WS

July 7 (Change from

July 14) Reg. Council Meeting/Budget WS

July 25 Not a meeting date RCAD provides certified values

August 4 Special Budget WS if needed

August 11 Reg. Council Meeting Council sets proposed max tax rate

August 18 Not a meeting date Budget filed in office of City Sec

August 25 Reg. Council Meeting Budget & Tax rate public hearings

September 8 Reg. Council Meeting Adjustments final budget presented
determined

September 22 Reg. Council Meeting Council adopts budget, tax rate and
ratification ord.

Oct. 1 New Fiscal Year Begins

410. ADJOURN
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There being no further business to discuss, Mayor Short adjourned the meeting at 8:42
p.m.

ATTEST: APPROVED:

Rochelle Green, City Secretary Keith Short, Mayor
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CITY COUNCIL MEETING
City of McLendon-Chisholm, Texas
Meeting Minutes
June 9, 2020

The City Council of the City of McLendon-Chisholm convened in Regular Session on
Tuesday, June 9, 2020, at City Hall, 1371 West FM 550, McLendon-Chisholm, Texas,
with the following members present:

ATTENDING: Keith Short Mayor
Jim Bloom Mayor Pro-Tem
Nathan Hodges Council Member
Lorna Kipphut Council Member
Trudy Woessner Council Member
ABSENT: William Dahl Council Member
Staff Present: Lisa Palomba City Administrator
Shelly Green City Secretary
Jim Simmons Fire Chief/Marshall
Michael Halla City Attorney

1. CALL TO ORDER
Mayor Short called the meeting to order at 6:30 p.m.
2. INVOCATION AND PLEDGE OF ALLEGIANCE TO U.S. AND TEXAS FLAGS

Mayor Short delivered the Invocation and Council Member Bloom led the Pledge of
Allegiance to the U.S. and Texas Flags.

3. RULES OF DECORUM

Mayor Short announced the Rules of Decorum are in place and are to be observed
throughout the meeting.

4, CITIZEN COMMENTS

Adrienne Balkum, 1518 Firenza Ct.
e PID information and Administrator not on website
e Void contracts for City Planner and City Engineer and interview qualified
candidates
e Surveillance not being back up
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Robert Steinhagen, 304 Pheasant Hill.
e Fire Station budget
¢ Roberts Rules of Order — opposed to removing them from City protocol.

David Black, 1419 Siena Ln.
e Regarding 6.3 and 6.4. — Questioned the reason for repealing resolution and
there being no replacement for the resolutions.
e Would be helpful to understand the reasoning in replacing existing rules for
meetings and governance with new one.

Lance Agee, 1509 Via Toscana
e Use of taxpayer money to pay for a fire station
Make documents public setting forth use of funds from TxDOT
No need for four-million-dollar fire department
What happened to $660,000 fire station as presented about a year ago
Appreciates time allowed for city comments
Need to look at 3,000 acres Rockwall wants to give back to city

Paul Day, 1 Greenhollow.
e Regarding 6.3 and 6.4. — presented a brief description of Roberts Rules of Order
e Urged council not to cast aside Roberts Rules of Order

Jody Wright, 1513 Barrolo Dr.
e Fan of Roberts Rules or Order
e Share information on 4.5 million with public
e Recalls Mr. Simmons sharing, about two years ago, he could build a good fire
station for less than a million dollars
¢ Build building to allow for expansion
Allocate part of the 4.5 million to paying off debt of city hall

Citizen Comments were closed at 6:59 p.m.

5. APPROVAL OF MINUTES

5.1. Consider approval of May 26, 2020 City Council Meeting Minutes
MOTION: APPROVE THE MINUTES OF MARCH 24, 2020 AS PRESENTED

MADE BY: Council Member Kipphut
SECONDED BY: Council Member Hodges

Council Member Woessner questioned why her comments were not included in the
Minutes. City Secretary Green explained that she could not hear her on the recording in

order to transcribe into minutes.

APPROVAL.: Unanimous
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6. ITEMS FOR CONSIDERATION

6.1. Discussion and action regarding a Resolution rescheduling the July 14,
2020 Regular City Council Meeting to July 7, 2020.

MOTION: APPROVE A RESOLUTION RESCHEDULING THE JULY 14, 2020
REGULAR CITY COUNCIL MEETING TO JULY 7, 2020 DUE TO RUN-
OFF ELECTIONS BEING HELD IN THE COUNCIL CHAMBERS

MADE BY: Council Member Bloom
SECONDED BY: Council Member Hodges
APPROVAL.: Unanimous

6.2. Discussion and action authorizing the City Administrator to expend funds
in an amount not to exceed $25,000 for the purchase of a Zoom Monitoring
System, a lift station motor pump repair, labor costs for pump repair, and
road maintenance as related to the Sonoma Verde Lift Stations.

City Administrator Palomba presented the following report for this item:

Background:

The Sonoma Verde subdivision has two lift stations. Lift stations contain pumps, valves
and electrical equipment necessary to move wastewater from a low point to a higher
point when the gradient of the area does not allow for natural gravity flow. Lift stations
are a critical part of the overall sewage system. Collected sewage is stored in a pit.
Once sewage reaches a certain level in the pit, electrical instruments recognize the pit
is full and the pump is activated. When the pump is activated, sewage moves further
down the wastewater line. The pump then cuts off until it is activated again.

The Sonoma Verde lift stations are operated and maintained by Inframark. The City’s
contract with Inframark includes minor maintenance. Major repairs or new equipment
are not included in that contract. Inframark approached the City requesting the
following:

e Zoom Monitoring System. This system monitors the lift station components
around the clock. It provides a pump run time, tank level monitoring, sends
alarms and status signals and it logs operational statistics. When an alarm or
status change occurs, the wireless monitoring unit transmits the signal to the
monitoring website where the condition is recorded and then distributed to
email addresses, cell phones, etc. Operations personnel may log into the
website at any time and monitor the system remotely. For example, in the
event of a power failure, the generator would start running and assigned
personnel would immediately be sent an email or text notification about the
incident. Personnel can then log into the Zoom system and review all
conditions. Personnel can then prioritize and plan for an appropriate
response.
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An auto dialer is a less costly alternative to the remote monitoring system. However, an
auto dialer will only dial out when the system signals a problem. It is not able to fully
diagnose an issue, and personnel will not have an indication of the severity of the
problem. Additionally, if phone lines are down the auto dialer will not work.

The Texas Commission on Environmental Quality (TCEQ) requires a continuously
monitored system that includes an audio/visual alarm. One lift station does not have a
phone line at all. The Fleet Zoom system is cellular which eliminates the need for a
phone line altogether. The Zoom system will allow problems to be identified sooner
which avoids non-compliance issues with TCEQ and can prevent greater and more
costly damage to the lift station pumps in the long term. Additionally, there is always the
risk of sewage backing up into homes in Sonoma Verde. The City would be liable for
damages if a sewage backup was caused by a non-working pump.

o Inframark has identified that a motor rebuild and reassembly of the complete
motor and pump is required at this time. The estimated cost for the pump
rebuild and labor is $8,000. If the existing pump is not repaired and fails, the
lift station would fill up and overflow. This type of event would require cleanup
of illegal discharge from manholes and the facility, would require the rental of
an above ground pump and personnel to monitor activity until the existing
pump is repaired or replaced. This process could take weeks and could easily
become a $50,000 repair and environmental cleanup project rather than an
$8,000 pump repair.

e Road Repair. The road leading to the lift station is in poor condition. The road
requires gravel and grading. Inframark trucks have become stuck in the mud
on occasion due to poor conditions. Inframark is in the process of getting
quote for gravel and grading.

Financial Impact:

The Utility Fund has a combined operating and reserve balance of $695,872. Utility
funds are generated by user and tap fees and not by ad valorem tax. The utility reserve
account exists for the purpose of building funds over time to replace, repair or upgrade
major components of the sewer system as needed.

Staff Recommendation:

Staff recommends authorizing the City Administrator to expend funds in an amount not
to exceed $25,000 for the purchase of a Zoom Monitoring System, a lift station motor
pump repair, labor cost for pump repair and road repair as related to the Sonoma Verde
Lift Stations.

Council Member Bloom asked about the continuous monitoring system being a TCEQ
requirement. He asked if the city hasn’t been monitored this whole time.
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City Administrator Palomba responded it has not been monitored.

Council Member Bloom asked if that is not the responsibility of Inframark, or whoever
put in that station.

City Administrator Palomba responded it was her understanding that it was initially
intended to be through phone lines.

Council Member Bloom stated he wonders if they were ever in compliance and if there
was a contract with the installer.

Council Member Kipphut asked about the manhole which was mentioned in the recent
work session.

City Administrator Palomba stated she thinks that is included in this price.

MOTION: AUTHORIZE THE CITY ADMINISTRATOR TO EXPEND FUNDS IN AN
AMOUNT NOT TO EXCEED $25,000 FOR THE PURCHASE OF A
ZOOM MONITORING SYSTEM, A LIFT STATION MOTOR PUMP
REPAIR, LABOR COSTS FOR PUMP REPAIR, AND ROAD
MAINTENANCE, AND MANHOLE REPAIR, AS RELATED TO THE
SONOMA VERDE LIFT STATIONS.

MADE BY: Council Member Hodges
SECONDED BY: Council Member Kipphut
APPROVAL.: Unanimous

6.3. Discussion and action regarding a Resolution repealing Resolution No.
2016-12R, adopting Robert’s Rules of Order, Resolution No. 2017-24R,
adopting a Code of Conduct, Resolution No. 2017-20R, adopting a form of
Acknowledgement of Compliance Requirement and Commitment for
members of the City’s Planning and Zoning Commission, and Resolution
No. 2018-20, adopting an amendment to the Code of Conduct.

Mayor Short gave a brief description of what a resolution is. Resolutions are just
policies. They are not laws. However, it is best to follow resolutions. After review, there
are several resolutions no longer needed or consistent with the values of the Council.
Roberts Rules of Order are complex and a new rules of procedures is proposed in Item
6.4., which includes a simplified parliamentary procedures and expectations for City
Council members and staff as related to conducting city business. That is the only
reason this item is on the table as an agenda item. The proposed resolution
repeals these earlier resolutions.

Died for lack of a motion.
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6.4. Discussion and action regarding a Resolution adopting a Council Rules of
Procedures.

Removed from Agenda

6.5. Discussion regarding adoption of an ordinance regulating short term
rentals.

Council Member Hodges asked that this item be placed on the agenda. He expressed a
desire to hear what the Council’s thoughts are on this particular topic. He stated he has
some concerns about short-term rentals and he has had some comments from citizens
regarding this item.

Mayor Short stated this was discussed at a conference he had attended, and this is an
issue a lot of small cities are struggling with and a lot of cities are scared of it.

City Attorney Halla reported there have been two bills at each of the last two sessions in
2017 and 2019. The proposed bills pretty much eliminate the city’s ability to regulate
short-term rentals. The proposed bills failed, but in 2016 the City of Austin revamped
their short-term rental ordinances and they did it based of how long people could stay,
sound equipment used, how many people could be present, etc. The Attorney General
came out with an opinion that it was not constitutional to have the short-term rental
ordinance or at least some of the provisions of the ordinance. The Supreme Court case
came out and they did strike down some of the City of Austin’s requirements or
provisions on the short-term rentals. Part of the point is, this is Texas and you are
dealing with people’s desire, abilities, and rights to use their property the way they want
to use it. Technically speaking, no one has a constitutional right to use their property
however they want to use it. But again, because there are property rights, you’ve got to
be really careful how you do regulate those short-term rentals. So, the short answer is
yes, you can regulate short-term rentals. The other aspect is you want to carefully
consider exactly how you regulate the short-term rentals.

City Council Member Kipphut stated that at the conference they went to, one of the
cities didn’t disapprove the use of the short-term rentals, but they put in place an
ordinance to require them to get a permit to function as a short-term rental which
involved getting an inspection to make sure their home was within certain safety
guidelines. | think that where this is crucial is if the person who has the short-term rental
doesn’t live at the house and are just using one of their homes as a short-term rental but
it's not their residence. That’s a big difference than just somebody letting the house they
live in normally be a short-term rental.

Mayor Short stated that the chatter he has heard, the e-mails, the messages he has
received, have all been generated around one specific location. He stated he was not
going to name those individuals who are complaining and not going to name the
individual they’re complaining against. | don’t think it's fair to either one if they’re not
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present. But it's been against one specific location and the complaints that have been
made, I've not heard to the degree they're explaining the issue. | have not heard it from
my residence and my residence is not that far away. When | can hear firecrackers going
off clear out at the edge of 205, but I'm not hearing what this gentleman or this
individual was complaining about, it’s a little hard. | don’t know if it’s that certain people
are upset that other things are coming up in the city that they’re not happy with. They
certainly have the right to not like something, but the only complaints I've heard is on
one specific location. It's not like we have Airbnb or long-term rentals popping up all
over the city. | think if it's being proposed based on one, it’s going to be either we’re all
in for everybody or we’re not in at all. If it's because of the complaints of one location
and maybe let’s talk to those individuals, see what's going on, look at that and see if
there’s a better resolution. | find it hard to start, like Michael said, the way it's been
explained what’s happened in other cities. That would be like to telling someone what
they can do with the property around their house.

City Attorney Halla added he thinks Council Member Kipphut's idea is a good one
because you can require them all to register for a permit. The reason for the
registration, in my opinion, would be legal and valid is because the STRs are subject to
the hotel-motel tax known as the hot tax and so that’s absolutely a rational basis to have
a rental provision in your ordinance to keep track of that. If the concerns of Council
Member Hodges are things like noise and problems like that, then that can be covered
in our nuisance ordinance. That's a neutral law of general application so, unless you
apply it discriminatorily, everything is legal. Noise complaints can always be covered in
our nuisance ordinance and if it's not, we can always amend our nuisance ordinance to
cover noise.

Council Member Bloom would give direction to both you and Lisa to look into the
nuisance ordinance and the noise ordinance. | don’t know if you all have had a chance
to do that, but it was specific to this situation. This could also be helpful to people who
are frustrated with fireworks after midnight, or whatever it may be, that would be
something worth looking into. I'd like to put that back on the table. Council Member
Bloom pointed out that he had specifically ask for this and he would like for it to be
addressed.

City Administrator Palomba pointed out that some cities are having a hard time defining
noise. What's noise to me might not be noise to someone else.

Council Member Bloom stated that his request, specifically, and | can go back to the
tapes if you will it, I'd said to do some research on what other people have. | don’t have
expertise on decimal levels and that type of thing, but | know we wouldn’t be the first city
to establish the noise ordinance.

Mayor Short ask Council Member Hodges, since he had asked for this item to be placed
on the agenda, if this is something he would like them to look into.

Page 26 of 145



Council Member Hodges responded he thinks they should look at all aspects of this
item.

Council Member Kipphut stated she thinks they should establish a policy because, even
thought they only have one person talking about it right now, that might not be the way it
is down the road. She stated she would really like to delve further into requiring a permit
as well.

City Administrator Palomba stated she feels one benefit of a permit is it would provide
them with contact information for 24 hours a day.

6.6. Discussion and direction to staff regarding all aspects of the Fiscal Year
2020-2021 Proposed Budget and related matters.

Council Member Hodges stated he specifically wanted to look at the fee schedule and
the comprehensive plan. He feels it should be redone with an update. He pointed out
that the previous planner quoted a price of $55,000 and he would like to see what the
current planner would quote.

Council Member Kipphut stated she had spoken to Lisa about this and the city planner
is available for the next meeting and it was going to be a proposed agenda item for that
next meeting if you would be willing to discuss that at that point.

Council Member Hodges agreed.

7. EXECUTIVE SESSION

7.1 Recess into Executive Session (Closed Meeting) in accordance with Texas
Government Code: Section 551:071(1) and (2): Consultation with Attorney
to seek advice about pending or contemplated litigation or on a 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, regarding maintenance
responsibilities for roads outside the city limits and in the City’s
extraterritorial jurisdiction.

Council recess into Executive Session at 7:32 p.m.
7.2. RECONVENE REGULAR MEETING
The Council reconvened into regular session at 8:09 p.m.
7.3. EXECUTIVE SESSION ACTION
No Action

8. UPDATES, DISCUSSION AND DIRECTION TO STAFF - None
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9. COUNCIL REPORTS ON ITEMS OF COMMUNITY INTEREST

The City Council will have an opportunity to address items of community interest,
including: expressions of thanks, congratulations, or condolence; information regarding
holiday schedules; an honorary or salutary recognition of a public official, public
employee, or other citizen; a reminder about an upcoming event organized or
sponsored by the City of McLendon-Chisholm; information regarding a social,
ceremonial, or community event organized or sponsored by an entity other than the City
of McLendon-Chisholm that was attended or is scheduled to be attended by a member
of the City Council or an official or employee of the City of McLendon-Chisholm; and
announcements involving an imminent threat to the public health and safety of people in
the City of McLendon-Chisholm that has arisen after posting the agenda.

Council Member Kipphut — Lunch & Learn will resume on July 7, 2020, with two
sessions, one from 12 noon to 1 p.m. and one from 5 p.m. to 6 p.m. Chief Simmons will
host a question and answer session regarding the new fire station.

Mayor Short — Reminded everyone to respond to the Census.

14. ADJOURN

There being no further business to discuss, Mayor Short adjourned the meeting at 8:11
p.m.

APPROVED:

Keith Short, Mayor
ATTEST:

Rochelle Green, City Secretary
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Murrey Paschall & Caperton PC
Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and Members of the City Council
City of McLendon-Chisholm, Texas
McLendon-Chisholm, Texas

REPORT ON THE FINANCIAL STATEMENTS

We have audited the accompanying financial statements of the governmental activities, business-type
activities and each major fund of the City of McLendon-Chisholm, Texas, as of and for the year ended
September 30, 2019, and the related notes to the financial statements, which collectively comprise the
City’s basic financial statements as listed in the table of contents.

MANAGEMENT’S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair

presentation of financial statements that are free from material misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

OPINIONS

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, business-type activities and each major fund
of the City of McLendon-Chisholm, Texas, as of September 30, 2019, and the respective changes in
financial position, and, where applicable, cash flows thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.
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OTHER MATTERS
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, budgetary comparison information and the required GASB 68 and GASB 75
Schedules on pages 5—11 and pages 29-45 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING STANDARDS

In accordance with Government Auditing Standards, we have also issued our report dated March 30, 2020,
on our consideration of the City of McLendon-Chisholm, Texas’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is solely to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the effectiveness of the City of McLendon-Chisholm, Texas’s internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering the City of McLendon-Chisholm, Texas’s internal
control over financial reporting and compliance.

P s, Prochet @ § Caputin, PC

Murrey Paschall & Caperton, P.C.
Forney, Texas
March 30, 2020
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CITY OF MCLENDON-CHISHOLM, TEXAS
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SEPTEMBER 30, 2019

Within this section of the City of McLendon-Chisholm, Texas’ annual financial report, the City’s
management provides narrative discussion and analysis of the financial activities of the City for the fiscal
year ended September 30, 2019. The City’s financial performance is discussed and analyzed within the
context of the accompanying financial statements and disclosure following this section. The discussion
focuses on the City’s primary government.

FINANCIAL HIGHLIGHTS

e The City’s assets exceeded its liabilities by $17,181,933 (net assets) for the fiscal year reported.
This compares to the previous year when assets exceeded liabilities by $11,782,388. This
includes contributed assets received as part of the Phase 1 agreement with the developer of the
Sonoma Verde planned community, MC 550 Investors, L.P. Total developer contributed assets
to the city now total $11,849,390 with another $4,134,060 in Construction in Progress PID Fund.

e Total net assets are comprised of the following:
1) Capital assets, net of related debt, of $17,333,370.
2) Restricted for debt service funds of $278,882.
3) Unrestricted net assets of $1,446,704 represent the portion available to maintain the City’s
continuing obligations to citizens.

e The City’s general fund reported total ending fund balance of $1,227,633 this year. This
compares to the prior year ending fund balance of $741,944, showing an increase of $485,689
during the current year.

e The City’s liabilities are accounts payable, sewer tap rebates and long-term debt.

e The City has implemented GASB Statement No. 68 which requires the City to record its Net
Pension Asset $9,482. The City also implemented GASB Statement No. 75 which requires the
City to record its OPEB Liability ($8,151). Both of these also require related deferred outflows
and inflows of resources per TMRS reporting guides.

OVERVIEW OF THE FINANCIAL STATEMENTS

Management’s Discussion and Analysis introduces the City’s basic financial statements. The basic
financial statements include (1) government-wide financial statements, (2) fund financial statements, and
(3) notes to the financial statements. The City also includes in this report additional information to
supplement the financial statements.

Government-Wide Financial Statements

The City’s annual report includes two government-wide financial statements. These statements provide
both long-term and short-term information about the City’s overall status. Financial reporting at this level
uses a perspective similar to that found in the private sector with its basis in full accrual accounting and
elimination or reclassification of internal activities.
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The first of these government-wide statements is the Statement of Net Assets. This is the citywide
statement of financial position presenting information that includes all the City’s assets and liabilities,
with the difference reported as net assets. Over time, the increases or decreases of net assets may serve as
a useful indicator of whether the financial position of the City as a whole is improving or deteriorating.
Evaluation of the overall health of the City would extend to other non-financial factors such as
diversification of the taxpayer base or the condition of City infrastructure in addition to the financial
information provided in this report.

The second government-wide statement is the Statement of Activities, which reports how the City’s net
assets changed during the current fiscal year. All current year revenues and expenses are included
regardless of when cash is received or paid. An important purpose of the design of the statement of
activities is to show the financial reliance of the City’s distinct activities or functions on revenues
provided by the City’s taxpayers.

Both government-wide financial statements distinguish governmental activities of the City that are
principally supported by taxes and fees and on occasion grants from state and federal sources.
Governmental activities include general government, public safety, public services, and culture and
recreation. Business-type activities include airports, water utilities, solid waste management, storm water
drainage, golf courses, fairgrounds and stadium, ground transportation, and parking. Fiduciary activities
such as employee pension plans are not included in government-wide statements since these assets are not
available to fund City programs. During 2019, the City continued collecting sewer tap fees which are
considered business-type funds. See further discussion in the notes to the financial statements.

The City’s financial reporting includes the funds of the City (primary government). There are currently
no component units.

The government-wide financial statements are presented on pages 12-13 of this report.

Fund Financial Statements

A fund is an accountability unit used to maintain control over resources segregated for specific activities
or objectives. The City uses funds to ensure and demonstrate compliance with finance related laws and
regulations. Within the basic financial statements, fund financial statements focus on the City’s most
significant funds rather than the City taken as a whole. Major funds are separately reported while all
others are combined into a single, aggregated presentation. The City of McLendon-Chisholm, Texas has
governmental funds, proprietary funds, and fiduciary funds.

Governmental funds are reported in the fund financial statements and encompass essentially the same
functions reported as governmental activities in the government-wide financial statements. However, the
focus is very different with fund statements providing a distinctive view of the City’s governmental
funds. These statements report short-term fiscal accountability focusing on the use of expendable
resources during the year and balances of expendable resources available at the end of the year. They are
useful in evaluating annual financing requirements of governmental programs and the commitment of the
expendable resources for the near-term.

Since the government-wide focus includes the long-term view, comparisons between these two
perspectives may provide insight into the long-term impact of short-term financing decisions. Both the
governmental fund balance sheet and the governmental fund statement of revenues, expenditures, and
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changes in fund balances provide reconciliation to the government-wide statements to assist in
understanding the differences between the two perspectives.

They City maintains several individual governmental funds organized according to their type (general
fund, debt service, and capital projects). Information is presented separately in the governmental fund
balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund
balances for the general fund, the debt service fund, and the capital projects fund (PID), all of which are
considered to be major funds.

The basic governmental fund financial statements are presented on pages 14-17 of this report.

Proprietary funds are used to report the same functions presented as business-type funds to account for its
utility operations.  Proprietary funds provide the same type of information as the government-wide
financial statements, only in more detail. See reporting on pages 18-20.

Fiduciary funds are used to account for resources held for the benefit of parties outside the government.
Fiduciary funds are not reflected in the government-wide financial statements because the resources of
those funds are not available to support the City’s own programs. The accounting used for fiduciary
funds is much like that used for proprietary funds. The City has one fiduciary fund, the PID Agency
Fund, which is included in Note XI of the financial statements.

The City adopts an annual budget for its General Fund, as required by the General Statutes. The budget is
a legally adopted document that incorporates input from the citizens of the City, the management of the
City, and the decisions of the council about which services to provide and how to pay for them. It also
authorizes the City to obtain funds from identified sources to finance theses current period activities. The
budgetary schedule provided for the General Fund demonstrates how well the City complied with the
budget ordinance and whether or not the City succeeded in providing the services as planned when the
budget was adopted. The statement shows multiple columns: 1) the original and final budget as amended
by the Council (if any changes); 2) the actual resources, charges to appropriations, and ending balances in
the General Fund and 3) the difference or variance between the final budget and the actual resources and
charges.

The budgetary comparison statement can be found on page 40-41 of this report.

Notes to the financial statements

The accompanying notes to the financial statements provide information essential to a full understanding
of the government-wide and fund financial statements. The notes to the financial statements begin
immediately following the basic financial statements on page 21 of this report.

FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

As year-to year financial information is accumulated on a consistent basis, changes in net assets may be
observed and used to discuss the changing financial position of the City as a whole.

Comparative data is accumulated and presented to assist analysis. The City’s net assets at fiscal year-end
are $17,181,933. This is a $5,399,545 increase from last year’s net assets of $11,782,388.
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A large portion of the City’s net assets (89.95%) reflects its investments in capital assets (e.g. contributed
capital assets, land, furniture, equipment and leasehold improvements). The City uses these capital assets
to provide services to citizens; consequently, these assets are not available for future spending.

The city received Bond proceeds during 2015 in the amount of $2,150,000 for the primary purpose of
constructing a new city hall which was completed in 2016. During 2018 the city voted to establish an
escrow account for an early bond redemption. As of September 30, 2019, the funds in this escrow
account were $257,328 and are expected to be applied against debt principal.

The remaining balance of unrestricted net assets of $1,446,704 may be used to meet the government’s
ongoing obligation to citizens and creditors.
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Governmental Business-Type Total
Activities Activities Government
2019 2018 2019 2018 2019 2018
Current assets $ 1,600,312 $ 1,108,469 480,174  $ 370,338 2,080,486 $ 1,478,807
Capital and deferred outflows 12,514,103 7,887,533 4,861,536 4,779,473 17,375,639 12,667,006
Total assets and def. outflows 14,114,415 8,996,002 5,341,710 5,149,811 19,456,125 14,145,813
Long-term bonds outstanding 1,695,000 1,785,000 - - 1,695,000 1,785,000
Other liabilities and def. inflows 487,842 517,169 91,351 61,256 579,192 578,425
Total liabilities and def. inflows 2,182,842 2,302,169 91,351 61,256 2,274,192 2,363,425
Net assets
Invested in capital assets,
net of debt 10,594,811 5,871,701 4,861,536 4,779,473 15,456,347 10,651,174
Restricted 278,882 178,184 - - 278,882 178,184
Unrestricted (deficit) 1,057,880 643,948 388,824 309,082 1,446,704 953,030
Total net assets $ 11,931,573 $ 6,693,833 5,250,360 $ 5,088,555 17,181,933 § 11,782,388
Governmental Business-type Total
Activities Activities Government
2019 2018 2019 2018 2019 2018
Program revenues
Charges for services $ 1,492,004 $§ 761,747 445408 $ 376,359 1,937,412 $ 1,138,106
Ad Valorem Tax 652,096 583,592 - - 652,096 583,592
Franchise & Sales Tax 404,194 366,256 - - 404,194 366,256
Investment Income 20,777 12,224 9,259 5,641 30,036 17,865
Other Sources - - - - - -
Total revenues 2,569,071 1,723,819 454,667 382,000 3,023,738 2,105,819
Program expenses
General government 1,654,643 1,139,656 - - 1,654,643 1,139,656
Cultural & Recreation 156 1,781 - - 156 1,781
Infrastructure 21,800 12,843 - - 21,800 12,843
Public Safety 110,501 139,775 - - 110,501 139,775
Debt Service 49,920 60,124 - - 49,920 60,124
Utilities - - 478,266 393,479 478,266 393,479
Total expenses 1,837,020 1,354,179 478,266 393,479 2,315,285 1,747,658
Excess (deficiency)
before transfers 732,051 369,640 (23,598) (11,479) 708,453 358,161
Transfers - - - - - -
Increase (decrease) in net
assets 732,051 369,640 (23,598) (11,479) 708,453 358,161
Plus Prior Period Adjustment (55,046) - - - (55,046) -
Plus CIP - PID Fund 4,134,060 - - - 4,134,060 -
Plus Developer Contribution 426,675 - 185,403 - 612,078 -
Total Change in Net Assets $ 5237,740 $ 369,640 161,805 $ (11,479) 5,399,545 $ 358,161
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FINANCIAL ANALYSIS OF THE CITY’S FUNDS

As discussed, governmental funds are reported in the fund statements with a short-term, inflow and
outflow of expendable resources. Governmental funds reported ending fund balances of $1,506,515. Of
this year-end total, $1,227,633 is unassigned indicating availability for continuing City service
requirements while the remaining $278,882 is to be applied to debt service.

Major Governmental Funds

General Fund — The City does levy property taxes. Other revenues that are received are from such
miscellaneous sources as state sales tax sharing, franchise taxes, etc. The basic expenses of a
governmental nature involve the maintaining of a city hall and the associated expenses of the city
government.

Proprietary Fund - The City has a component utility unit: the sewer system of the Sonoma Verde
Development. Although a part of the city, this operates primarily as a business selling the services
provided to the public. The business-type activities operated at a net loss of $23,598 (after depreciation
expense) in 2019.

GENERAL FUND BUDGETARY HIGHLIGHTS

The general fund budget for fiscal year 2019 was expected to be a gain of $14,904. The actual net gain
was higher $586,387 primarily due to new grant revenue to be used for the new Fire & Rescue
Department. Budgetary comparisons are found on page 35-36 of this report.

CAPITAL ASSETS

The City’s investment in capital assets for its governmental activities, net of depreciation and related debt,
as of September 30, 2019 is $17,333,370. These include land, furniture, equipment, fire department
assets, leasehold improvements and developer contributed assets in Sonoma Verde. Additions during the
year related to further progress on the new City Hall property and Sonoma Verde infrastructure (water
lines, sewer lines, roads and drainage improvements.

At the end of the current fiscal year, the City had total bond debt outstanding of $1,785,000.

Additional information regarding the City of McLendon-Chisholm’s capital assets can be found in Note
IV on page 26.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET CONSIDERATIONS

The rapid growth of Rockwall County will continue to foster additional home starts in the area, thus
increasing City income from permits, inspections and filings.

General Fund expenses for the 2019-2020 fiscal year are budgeted to increase compared to the 2018-2019
budget. The major difference for 2019-2020 will be increases in income and related expenses for
building permits/inspections, septic fees, professional fees, road repairs and sales tax revenue are all
expected to increase. Also with the establishment in September 2018 of the McLendon Chisholm Fire &
Rescue department, expenses will include staffing fire fighters, purchasing needed equipment and
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renovating fire department facilities. To help offset these cost, the City has been awarded a $621,600
SAFER (Staffing for Adequate Fire and Emergency Response) grant to be split over the next 3 years. For
more information see the announcement on the city website.

Population growth in the City and County has been an important topic for City leaders and citizenry for
several decades. The City has seen an increase in retail establishments and single-family homes. The
City expects its population to continue to increase and is working to plan for the needs of the citizens and
generating revenues to support those needs. This is a primary focus of the City. Additionally, the City
sees its ability to balance the need for professional services (such as planning, engineering, legal and,
financial) with population growth as a challenge in the future.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview of the City’s finances, comply with
finance-related laws and regulations, and demonstrates the City’s commitment to public accountability. If
you have questions regarding this report or would like to request additional information, you may submit
a request to the City Secretary at 1371 West FM 550, McLendon-Chisholm, Texas 75032.
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PRIMARY GOVERNMENT
Gove.rnlnllent Busme.:s?-.Type Total
Activities Activities
Assets
Cash & Equivalents $ 1,353,054 $ 480,174 $ 1,833,228
Miscellaneous Receivables and Prepaids 185,052 - 185,052
Sales Tax Receivable 42,206 - 42,206
Development Revenue Receivable 20,000 - 20,000
Total Current Assets 1,600,312 480,174 2,080,486
Capital Assets (Note V)
Furniture & Equipment - City 152,100 - 152,100
Equipment & Gear - Fire Dept 873,843 - 873,843
Leasehold Improvements 25,985 - 25,985
Building 2,170,689 - 2,170,689
Infrastructure 6,535,629 5,313,761 11,849,390
Land 322,511 - 322,511
Construction in Progress 4,134,060 - 4,134,060
Accumulated Depreciation (1,742,983) (452,225) (2,195,208)
Total Capital Assets 12,471,834 4,861,536 17,333,370
Other Assets and Deferred Outflows
Bond Cost, net amortization - - -
Net Pension and