PLANO CITY COUNCIL
Budget Worksession
August 14, 2004

COUNCIL MEMBERS

Pat Evans, Mayor

Shep Stahel, Mayor Pro Tem

Ken Lambert, Deputy Mayor Pro Tem
Scott Johnson

Phil Dyer

Sally Magnuson

Steve Stovall

Jean Callison

STAFF

Thomas H. Muehlenbeck, City Manager
Frank Turner, Executive Director

Bruce Glasscock, Executive Director
Rod Hogan, Executive Director

Diane C. Wetherbee, City Attorney
Elaine Bealke, City Secretary

Mayor Evans convened the meeting into open session at 8:12 a.m., Saturday,
August 14, 2004, in the Council Chambers of the Plano Municipal Center, 1520 K
Avenue. All Council Members were present.

Request for Public Input on Budget and CIP

Sonja Hammar, citizen of the City, spoke to citizens being the greatest asset of the
City, funding of community celebrations such as the Blackland Prairie Festival, looking
at where dollars are in the budget for these events, the Heritage Farmstead, Plano
Conservancy, Cultural Affairs Commission and Arts Centre funding issues, and further
spoke to the Legacy Town Center Holiday lighting request. She spoke to the request for
holiday lighting and to concerns with waning interest in the downtown area on the east
side of the City and to not dividing the populace between east and west. Ms. Hammar
spoke to the Plano International Festival, where the funds come from and to this not
being included in the grant process. She spoke to commission members not knowing
what the guidelines are, going back to the drawing board with the process and further
spoke to diversifying the board and commission appointments and to the importance of
the grant process.

Mayor Evans advised Ms. Hammar that some of the questions asked would be
addressed at the meeting today.
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Budget Worksession Overview

Highlights of 2003-04/Outlook for 2004-05

City Manager Muehlenbeck stated that the proposed total recommended budget is
$324.3 million, spoke to a tax rate of 45.35 cents per $100 of assessed property value,
and stated that this budget does not recommend a tax rate increase. He stated that the
total assessed property value is $20.9 billion, advised regarding positive sales tax
collections and stated that projections include sales tax remaining flat. Mr. Muehlenbeck
spoke to fee increases, water and sewer costs increasing, and to the recommendation of a
4% salary increase for non-civil service employees which includes a 2% market
adjustment plus a pay for performance merit increase of 0% to 3% (0% to 2% funding)
and a 4% across the board increase for civil service employees. The City Manager stated
that this budget reflects the addition of 40 new employees, Public Safety increases, North
Texas Municipal Water District increases, Technology Fund increases to include the new
Municipal Court System, and increases in health insurance and retiree payouts. He spoke
to library books, electricity costs, TMRS increases, Community Investment Program
(CIP) expenditures proposed which include municipal facilities, parks and recreation and
street improvements, drainage revenue bond supported projects, and pay as you go water
and sewer capital improvements

Funding Requests

Economic Development

Executive Director of Economic Development Sally Bane spoke to the primary
mission to attract, recruit and retain businesses that contribute to the economic health of
the community. She reviewed projects coming on line in Plano, the use of multi-cultural
language when marketing the City, and spoke to a cooperative marketing effort in the
Dallas Fort Worth Metroplex community. Ms. Bane spoke to maintaining budget levels
with exceptions in increased travel expenses based on accelerated outreach marketing and
further stated that the Plano Economic Development Board supports the requested
budget. Mayor Evans and Council Member Stovall commended Ms. Bane on a job well
done.

Presentation of Community Relations Commission

Community Relations Commission Chair Matt Shaheen spoke to a Public Hearing
being held and stated that the Commission has recommended the funding as presented.
He clarified the venues of advocacy groups, responded to City Manager Muehlenbeck
that the City of McKinney has a board to address community services funding, stated that
the majority of requests are funded but not all, each agency is looked at extensively, and
that next year he would identify the funding amount requested along with the funding
amount recommended.
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Presentation of Cultural Affairs Commission

Cultural Affairs Commission Member Tony Vea reviewed the calendar of
activities for the months of June, July, and August, and the Major/Small/Special grant
request categories. Arts Centre of Plano Interim Executive Director Michael Crawford
responded to the Council that the Arts Centre is the umbrella for the Blackland Prairie
Festival. Heritage Commission Chair Lisette Briley advised the Council that the Arts
Centre provides administrative and clerical support for the festival event. Mayor Pro
Tem Stahel recommended that the amount of funding identified for the Blackland Prairie
Festival be reflected in next year’s budget.

Presentation of Heritage Commission

Heritage Commission Chair Briley reviewed the functions and funding amounts
requested by the entities. City Attorney Wetherbee spoke to the request to use funds for
training and stated that the use of Hotel/Motel Tax dollars requires that the request relate
to historic projects, the promotion of the arts or represent tourism or preservation and
further that the knowledge must stay with the City. She spoke to the importance of
looking at each request on a case by case basis. Ms. Briley stated that this is being done.
Director of Planning Jarrell responded to the Council that the Planning and Zoning
Commission and the Heritage Commission have had limited travel funding in the past but
that most funding is limited to registration fees. Deputy Mayor Pro Tem Lambert spoke
to concerns with funding training for the boards and commissions. City Manager
Muehlenbeck stated that funds budgeted for hotel/motel tax do not cover expenditures
and that there are General Fund dollars that will be used to supplement. He further stated
that hotel/motel dollars can be segregated from General Fund dollars. Mayor Pro Tem
Stahel spoke to concerns regarding funding training for the boards and commissions and
Mayor Evans spoke to future discussions regarding this issue. Director of Budget and
Research Rhodes spoke to placement of a contingency item for the Heritage Farmstead,
leaving the dollars there, and to future determination regarding what is to be done with
the remaining boards and commissions.

Plano Conservancy for Historic Preservation representative Maggie Sprague
stated that the City funds utilities and maintenance for the Interurban Museum, and that
operating expenses include salaries, programs and insurance. Ms. Rhodes stated that the
proposed budget reflects funding for operation and maintenance and one part-time salary
out of the General Fund. Ms. Sprague spoke to the request for matching grant funding
for redesign and renovation of the Interurban Museum and to this not being funded. She
advised that the Plano Conservancy request of $100,000 is to be used as matching grant
monies under a step fund which requires an 80 — 20 match in order to qualify for the
grant. The Council requested that $100,000 be placed under this heading on the chart for
discussion. The Council requested that next year’s Heritage Commission and Cultural
Affairs Commission reflect the amount of the previous year’s grant dollars along with the
current request and current funding recommendation.



Council Budget Worksession Page 4
August 14, 2004

Mayor Evans recessed the worksession at 9:35 a.m. and reconvened at 9:54 a.m.

Funding Cycle — Arts and Historic Preservation Grants

Director of Budget and Research Rhodes spoke to hotel/motel tax Arts and
Historic supplemental funding from the General Fund. She spoke to the previous
establishment of a funding payment schedule in this area and to this arrangement working
for the agencies and further spoke to funding for the agencies should the hotel/motel tax
come in low. Ms. Rhodes concurred with the Council that if hotel/motel tax comes in
higher, the funding supplement from the General Fund need not be as much.

Sister Cities

Executive Director Glasscock reviewed changes and spoke to a Sunset Review of
the Sister Cities, Inc. based on a reduction of activities. He spoke to requiring a funding
agreement this year, upcoming events, and stated that the funding request is the same this
year as it was last year. Mr. Glasscock responded to the Council that expenses funded
include those having to do with Council Members or City Staff, City hosted events,
Committee Chair travel expenses, an official representative, and gifts for a delegation,
and also responded that future reports will reflect in-kind donations. He stated that the
International Advisory Commission did approve this request.

Community Celebration

Blackland Prairie Festival

Interim ArtsCenter of Plano Executive Director Crawford and Board Member
Joan Biggerstaff spoke to the positive attendance levels at the Blackland Prairie Festival.
Mr. Crawford responded to the Council that the request for funding includes police, fire
and insurance expenses and accommodating an even larger attendance. He stated that
there were many volunteer hours provided and in-kind services. Deputy Mayor Pro Tem
Lambert spoke to being provided with the economic impact of the festival and
recommended getting with the Plano Economic Development Board to work on this.
City Manager Muehlenbeck responded to the Council that historically the Dickens
Christmas event is funded. Marketing and Special Events Coordinator Conklin
responded to the Council that the Dickens Christmas event is funded out of the
Recreation Revolving Account and that proceeds (craft functions) pay for the event.

Mayor Evans spoke to comparing funding for the Dickens Christmas event and
the Legacy Town Center event and requested that the Blackland Prairie Festival event be
placed on the chart in the amount of $42,577 for consideration at the end of the meeting.
Ms. Conklin stated that she can work on obtaining comparative event costing. Ms.
Biggerstaff spoke to interest in obtaining bottom line numbers and stated that this is a
positive endeavor.
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Legacy Town Center

City Manager Muehlenbeck reviewed the funding request, promotional activities,
spoke to capturing Tollway activity, and to funding this request at $39,000. The Council
spoke to combining advertising for the Legacy Town Center and Dickens Christmas
events, needing more cost details, past Legacy sales history, and policy indications from
other major retail centers and spoke further to discussing basic criteria at a future
meeting. The Council placed $39,000 on the chart for consideration.

Plano International Festival

Mr. Glasscock stated that the Multi Cultural Outreach Roundtable has requested
funding for certain City services for a 2005 festival in the downtown area and that their
ultimate goal is to be self sustaining. He spoke to this being an educational opportunity.
Council Member Dyer spoke to discussing the combining of functions from a cost
standpoint and to avoid having an event scheduled every month. Mayor Pro Tem Stahel
spoke to tying things together when possible. Mayor Evans spoke to this request being
viewed as a major fall event. The Council placed $11,190 on the chart for consideration.

Council Items and Issues for Discussion

Mayor Pro Tem Stahel spoke to occupancy inspection of rental properties and
single family residences and to tightening up standards and requested there be future
discussion. The City Manager advised that this would come under the Property
Standards Division and that this could be a future issue to look at. City Attorney
Wetherbee spoke to having knowledge that a violation exists and to the requirement to
obtain a search warrant.

Deputy Mayor Pro Tem Lambert spoke to looking at the process for staffing of
Battalion Chiefs in the Fire Department.

Operating Budget

Revenues/Ad Valorem Tax Base

Ms. Rhodes spoke to the General Fund Projected Revenue allocations, assessed
property values, and stated that the ad valorem tax rate is lower than the surrounding
cities after the homestead exemption is applied.

Tax Rate Scenarios/Rollback Tax Rate/Effective Tax Rate

Ms. Rhodes spoke to truth in taxation laws and provisions in certain cases to roll
back or limit a tax increase. She stated that the effective tax rate represents the rate that
is equal to the prior year’s taxes divided by the current taxable value, excludes the taxable
value of new properties and that this year the City does not have to publish notice of
proposed tax rate increases or conduct a Public Hearing.
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Ms. Rhodes stated that the rollback rate is divided into two categories of
operations and maintenance (O&M) and debt service and spoke to rollback rate
calculations. Ms. Rhodes stated that according to the Central Appraisal District the
City’s maximum allowable rollback rate is 48.71 cents and that the proposed tax rate of
45.35 cents is 3.36 cents under the rollback rate. Ms. Rhodes advised that the City is
scheduled to adopt the tax rate on September 13, 2004.

Sales Tax
Ms. Rhodes advised that sales tax was down last month but has become stable and
that annual sales tax receipts are projected at $48.7 million for 2004-05. She spoke to

factors impacting sales tax and to potential impact on some cities.

Water & Sewer Rate Model

Assistant to the City Manager Israelson stated that water and sewer are cash
funded and that no debt is issued out of the Community Investment Program or the
Capital Reserve Fund. He spoke to the implementation of the winter quarter averaging
conservation program, a decrease in water usage due to rainfall, water and sewer rate
increases, and stated that water rates will not be lowered by the North Texas Municipal
Water District even though water usage is less. The City Manager stated that the rate
structure does not promote conservation but will prevent the City from purchasing
another water supply as quickly. The Council discussed concerns regarding dollars being
spent for water not used. Mayor Evans spoke to discussing this issue at a later date.

Mayor Evans recessed the worksession at 11:35 a.m. and reconvened at 12:15
p.m.

Program Changes

Pay for Performance Increase

Ms. Rhodes spoke to the recommendation of $4.9 million total in personnel
salaries, a 4% across the board for Civil Service employees, and a 2% across the board
market adjustment plus 0 to 3% performance based funding for non-Civil Service
employees.

Health Insurance - Funding

Ms. Rhodes spoke to United Health Care as the service provider, fund
stabilization, and an increase in City contributions with no increase on the employee side.
She stated that claims have leveled off and that $17 million is estimated for claims in
2004-05 with an ending fund balance at nearly $2 million.
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Future Economic Development Issues

City Manager Muehlenbeck spoke to a $650,000 budget, the future of economic
development in the City, incentives for corporations to locate in Plano, and to possibly
allocating more dollars behind providing these incentives. He spoke to provisions to
allocate funding or develop dollars to compete. The Council discussed ways to compete
with economic development after which time they concurred to not increase the tax rate
towards this end. Council Member Dyer spoke to developing a task force compromised
of representatives of the PEDB, Plano Chamber of Commerce, and two or three Council
Members to consider this issue and come back with a recommendation. The City
Manager spoke to looking at an internal loan program from unencumbered dollars to fund
additional economic development in the City and spoke to reactivation of a task force to
look at this issue.

Services Standard Index

Mr. Glasscock stated that this request represents the number of employees it takes
to provide effective police services to the community as a means to determine Police
Department staffing needs. He reviewed the criteria, target ratios, and formula steps and
stated that this is the first year Plano has used the formula. Mr. Muehlenbeck advised
that staffing ratios are identified in the packet.

City Council Travel

Mayor Evans spoke to previous discussions to provide individual Council travel
budgets and to this being a more accountable process. The Council discussed making
sure that the travel being considered is necessary and to planning ahead. Mayor Evans
asked that Mayor Pro Tem Stahel and Council Member Callison work on this and bring
back a recommendation but stated that the dollar amount identified in the budget will
remain the same.

City Council Insurance

The City Manager spoke to a $1,000 life insurance policy and to having expanded
to provide health insurance for Council Members. After a brief discussion Mayor Evans
asked Deputy Mayor Pro Tem Lambert and Council Member Magnuson to serve on a
task force to look into this issue and make a recommendation.

Emergency Preparedness Operation

Mr. Glasscock stated that security expectations have increased and spoke to the
possible need for resources to meet these needs. City Manager Muehlenbeck advised that
Staff may come back for a budget amendment and recommendation if needed.

2005 Bond Referendum
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Ms. Rhodes reviewed the time line for a 2005 bond referendum. Council Member
Dyer spoke to conducting more than one Public Hearing and Mayor Pro Tem Stahel
spoke to citizen input at the board and commission level. Ms. Rhodes stated that the
boards and commissions do have a public process for this.

Proposed Ad Valorem Tax Rate

City Manager Muehlenbeck stated that an agenda item has been added to a future
Council meeting representing a request for funding Sci-Tech Discovery in the amount of
$40,000 and recommended that this amount be placed on the chart for consideration.

The City Manager stated that the proposed tax rate is 45.35 cents.

Deputy Mayor Pro Tem Lambert spoke to looking at Fire Department staffing.
City Manager Muehlenbeck spoke to Battalion Chief staffing and stated that bringing on
nine personnel to staff the new fire station as opposed to appointing three District
Battalion Chiefs is his recommendation at this time. Mayor Evans spoke to Fire Chief
Peterson providing information to the Council in the future.

Heritage Commission/Plano Conservancy (grant match of $100.000)

City Manager Muehlenbeck recommended not budgeting for this item at this time
and waiting to determine if a grant is received to address matching funding. After a brief
discussion, the Council concurred to not fund the request at this time.

Blackland Prairie Festival (342.577)

After a brief discussion, the Council concurred to fund $20,042.

Legacy Town Center Holiday ($39.000)

The Council spoke to this opening the door to other requests, needing to see the
economic benefits to Plano, receiving a breakdown of expenses, seeing this as a private
event and needing public participation, not approving this request today and looking at a
future agreement and possible supplemental appropriation. The Council further spoke to
establishing a policy for well defined town centers, receiving a detailed budget, lump sum
sales figures, and public participation numbers.

The Council concurred to budget for this request in the same dollar amount as the
Dickens Christmas Festival and Blackland Festival are funded and further required that

discussed criteria be provided.

Plano International Festival ($11.190)

After a brief discussion, the Council concurred to fund this request and to seeing
what the results are after the first year.
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Sci-Tech Discovery ($40.000)

The Council concurred to leave this requested funding amount on the chart
pending presentation at a future Council meeting.

Nothing further was discussed. Mayor Evans advised that this concludes the budget
worksession and adjourned the meeting at 1:41 p.m.

Pat Evans, MAYOR

Elaine Bealke, CITY SECRETARY



