CITY COUNCIL MEETING
City of McLendon-Chisholm, Texas
Meeting Minutes
September 24, 2019

The City Council of the City of McLendon-Chisholm convened in Regular Session on
Tuesday, September 24, 2019, 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
William Dahi Council Member
Trudy Woessner Council Member
Staff Present: Lisa Palomba City Administrator/City Secretary
Jim Simmons Fire Chief
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

Council Member Hodges delivered the Invocation and 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
Mike Donegan, 2620 Ridgelake Lane. Expressed support for tax rate. Thought Council

should hold more workshops and recommended that staff should be broken down
between full and part time employees.

Lance Agee, 1509 Via Toscana. Pointed out to the Council that they were elected to lower
taxes — not raise them. He also expressed concern over how payroll is handled.

Adrienne Balkum, 1518 Firenza Court. Asked Council if they had addressed the questions
she had at the last meeting regarding fire activity and fire department equipment. She
questioned the senior tax exemption and how it impacts revenues as well as the need for




animal control. She also inquired about the need for the $49,500 transfer from the general
fund into the Sonoma Verde utility fund.

Jody Wright, 1516 Barrolo Dr. Pointed out that she had supported each of them. Stressed
that when we have tough times, we get lean. We cut every bit of unnecessary expenses
that we can find. She questioned the need for two fire chiefs. She thought this Council
ran using the word unity and bringing the community together.

Latitia Sorensen, 1061 Frontier Trl. Expressed concerned about the use of funds now and
how they will be used in the future. She feels they should find ways to cut expenses.

David Black, 1419 Siena Ln. Expressed his feeling that it seems like things are up in the
air.

Scott Turnbull, 1117 Newkirk Ct. Asked the Council to reconsider the tax rate and the
budget. They need to justify the expenses they are proposing. A cost analysis is needed
to determine the needs of the city and show proof of the needs. He urged them to pass
the 380 Agreement and cut taxes accordingly to reflect additional income. They can keep
the fifteen-cent tax rate and keep, or exceed, proposed budget.

5. APPROVAL OF MINUTES
5.1. July 23, 2019 Revised City Council Meeting

MOTION: APPROVE MINUTES OF THE JULY 23, 2019 REVISED CITY COUNCIL
MEETING AS PRESENTED.

MADE BY: Council Member Kipphut
SECONDED BY: Council Member Woessner
APPROVAL.: AYES - Bloom, Dahl, Kipphut, Woessner

Abstain - Hodges (not appointed to Council at the time the
meeting took place)

5.2. September 10, 2019 City Council Meeting

MOTION: APPROVE MINUTES OF THE SEPTEMBER 10, 2019 CITY COUNCIL
MEETING AS PRESENTED.

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



6. ITEMS FOR CONSIDERATION

6.1. Discussion and action regarding consideration of an Interlocal Agreement
between the City of Frisco, Texas and the City of McLendon-Chisholm to
cooperate in the purchase of various goods and services commonly utilized
by the participants from vendors under present and future contracts.

Mayor Short introduced this item by explaining it is a method for fire departments to piggy-
back off each other for purchases in order to save money by getting the best prices
available.

MOTION: APPROVE AN INTERLOCAL AGREEMENT BETWEEN THE CITY OF
FRISCO, TEXAS, AND THE CITY OF MCLENDON-CHISHOLM TO
COOPERATE IN THE PURCHASE OF VARIOUS GOODS AND
SERVICES COMMONLY UTILIZED BY THE PARTICIPANTS FROM
VENDORS UNDER PRESENT AND FUTURE CONTRACTS.

MADE BY: Council Member Bloom
SECONDED BY: Council Member Dahl

Council Member Kipphut asked about the prices they might receive.

Chief Simmons stated they could save up to 36% off retail prices. Frisco has already
negotiated the best prices and they will be able to piggy-back off them.

Council Member Hodges asked if there is any obligation on the City.
Chief Simmons responded there is no obligation at all.
APPROVED: Unanimously

6.2. Discussion and action regarding consideration of a Resolution adopting an
Economic Development Policy pursuant to Chapter 380 of the Local
Government Code.

MOTION: APPROVE A RESOLUTION ADOPTING AN ECONOMIC
DEVELOPMENT POLICY PURSUANT TO CHAPTER 380 OF THE
LOCAL GOVERNMENT CODE.

City Attorney Halla explained the City needs a policy for any kind of incentives like this
380 agreement. He explained they need to be consistent with companies coming into the
City and requesting incentives. They need a consistent source that anybody can go to
and look at and see if a proposed agreement is consistent with the City policy. They need



to have a policy that has the right balance. This proposed policy is what he suggests and
staff agrees with it.

MADE BY: Council Member Kipphut
SECONDED BY: Council Member Bloom
APPROVED: Unanimously

6.3. Discussion and action to consider an Economic Development Incentive
Agreement made by and among the City of McLendon-Chisholm, Texas and
APCM, LLC related to the company’s purchasing office to be located in
McLendon-Chisholm.

City Administrator Palomba introduced Doug Duffie who is a CPA who represents
companies who enter into these types of sales tax agreements. He participated in
negotiating a different type of Chapter 380 Agreement between McLendon-Chisholm and
Highland Homes about two years ago. This proposed agreement will allow Altura Homes
to establish a purchasing office which will allow the City to collect sales tax on building
materials purchased. As a part of doing that, the City would also rebate a portion of that
back to Altura.

Mr. Duffie explained that Altura had called him to see if there was a way to benefit the
City as well as them. This would be a 50/50 agreement with Altura. These agreements
are performance driven. If the company doesn’'t do what they are supposed to — file tax
returns, pay money — the City owes them nothing. This is a 50/50 split of revenue — not
expenses. He has confirmed with the state that this purchasing office will be on Hwy 205
within the city limits of McLendon-Chisholm. This is their corporate location and their only
location within the City. This agreement asks for nothing regarding employees or property
tax abatement. The company will pay for all their expenses. The City will get money

-immediately-from-the date they file a sales tax agreement. The company-will-file-a-sales—- -

tax return monthly and provide the City with a copy. Once a month, the City would be
asked to pay a grant back to Altura based on the revenues. The City does not pay
anything until they actually receive money from the state. This is a very equal,
performance driven agreement. | would suggest you consider and approve it.

Council Member Hodges asked if there is an idea of how much revenue we’re talking
about.

Mr. Duffie stated they make between ten and twelve million dollars in purchases per year.
A portion of those purchases are made directly with the supplier and they pay sales tax
on those purchases. We are talking about lumber, brick, stone, those type of purchases
as a part of this agreement. It's a limited number of their overall purchases, but a portion
goes to the City and if they grow, your revenue increases too.



City Administrator Palomba reported that the estimated portion for the City would be
$120,000 annually.

Council Member Hodges asked if there would be any supplies stored in the City,

Mr. Duffie responded there will be no supplies, such as lumber, or any large equipment
stored in the City.

Council Member Kipphut stated they were told there might be six to seven employees in
the office setting. She explained she is concerned about the precedence this might set
with other businesses coming into the area. She asked if he had any examples of how
other small cities do that.

Mr. Duffie answered that a lot of it depends on the type of agreement. Many cities have
done an agreement similar to what Highland Homes has done. The Altura sales tax would
come directly to you. As far as a precedence, he stated that as long as a tax payer is
willing to pay all the expenses of something and you don’t pay them anything until they
fulfill their obligations, it's a pretty good deal.

City Attorney Halla explained further that the only time a city government could get into
trouble is if you have a similar business and you treat them differently. These are always
case-by-case. So, if there is something there that may not be in the policy, you can decline
to do the deal. The only danger of setting precedent is if you start having exactly the same
situation and you start treating them differently without any good reason. Again, these are
all on a case-by-case basis.

Council Member Dahl inquired about Mr. Duffie’s statement that they might not break
even for about eighteen months. What type of expenses are you talking about them
incurring?

Mr. Duffie stated there are many pieces of material that are subject to sales tax. They
have a system that used to just pay the sales tax to their suppliers. From a technical
perspective, if they have to create a second legal entity, now there are two legal entities,
a home builder and a retailer. The retailer is going to have to buy those materials for
resale, turn around and resell them to the home builder, so there is really going to be two
purchase orders for every transaction; filing of administrative tax return every month;
audits and system changes that allow that to happen to set up a new company. They
have to set up for inter-company transactions and be able to report all that information to
the comptroller.

Council Member Kipphut asked if the City staff is capable of handling administratively.



City Administrator Palomba replied Altura has agreed to quarterly payments rather than
monthly which will help to keep the accounting to a minimum. Since the City will not have
to confirm sales tax and prepare a report every month, she feels it is manageable.

Council Member Kipphut asked if the ten-year period is normal.
Mr. Duffie stated this is minimum.

MOTION: APPROVE AN ECONOMIC DEVELOPMENT INCENTIVE AGREEMENT
MADE BY AND AMONG THE CITY OF MCLENDON-CHISHOLM, TEXAS
AND APCM, LLC RELATED TO THE COMPANY’S PURCHASING
OFFICE TO BE LOCATED IN MCLENDON-CHISHOLM.

MADE BY: Council Member Bloom
SECONDED: Council Member Hodges

Council Member Woessner stated she would like to postpone at this time.
Mayor Short stated there is a motion on the floor.

Council Member Kipphut stated that her questions have been addressed regarding the
precedent this will set and if it is manageable for City staff. She asked the City
Administrator how long she had been working with Altura on this and how the negotiations
have gone from her standpoint.

Council Member Hodges pointed out that Altura could decide to move to another location
if an agreement cannot be made.

City Administrator Palomba reported she began discussion with Altura since late last year.
Altura had to make sure they could build their building here so they went through the
location process. They decided the best location is adjacent to their current building.
Altura applied and was granted an amendment to the Planned Development zoning to
allow for a change in building setback and lot coverage so the new building will fit on the
lot. So, we have talked about it in one aspect or another for many months. | think it has
gone well. When we first received the agreement, we had some concerns. | City Attorney
Halla review the agreement. Altura incorporated much of the language Halla suggested
and changed monthly payments to quarterly payments. They were agreeable to our
suggestions. We did not ask for a higher percentage than the 50/50 split, which [ think is
pretty standard.

Council Member Kipphut confirmed that this is their only building center in the state.

Council Member Woessner stated she has been concentrating on the budget and hasn't
had time to really study this. She stated she would like to postpone.



Mayor Short stated that, unfortunately, there is a motion on the table unless Council
Member Bloom wants to withdraw it.

Council Member Bloom stated he was going to keep his motion.
Mayor Short asked Council Member Hodges if he is still going to second.
Council Member Hodges responded yes.

APPROVAL.: Ayes (Bloom, Dahl, Kipphut, Hodges)
Abstain-Woessner

6.4. Discussion and action regarding an Ordinance approving and adopting the
Budget for Fiscal Year starting October 1, 2019 and ending September 30,
2020.

MOTION: APPROVE THE BUDGET, ADJUSTING THE BUDGET TO REFLECT A
150000 CENT TAX RATE FROM THE .165000 TAX RATE, FOR FISCAL
YEAR STARTING OCTOBER 1, 2019 AND ENDING SEPTEMBER 30,
2020.

MADE BY: Council Member Kipphut
SECONDED: Council Member Bloom

Council Member Kipphut stated she would like to commend the Mayor and the City staff
for their work last year on the budget. The year 2019 was the first year for a fire
department and last year they started with three trucks and a grant. They have come far.
She thinks we do have a way to go and she, personally, doesn’'t want to get there the
easy way, which is why she recommended the maintenance of the fifteen-cent tax rate.
She thinks the fifteen-cents achieves a lot of what we want to do. It's been a long road to
get there starting with the first budget workshop as we were reminded in one of our citizen
comments that we looked like we weren't sure what we were doing. Well, that was the
first opportunity that we had to look at the budget and that's what you get when you have
a workshop. Next year they are going to take a little bit more time to look at the budget
and give themselves a little earlier time to start the process. She stated she does want to
continue the fund balance policy with the reserves that we have. She does believe we
have a commitment for animal control and code enforcement. There are many ordinances
out there and the City needs to enforce them. She thinks the budget with an adjusted rate
of fifteen cents will get us where we want to go.



APPROVAL BY ROLL CALL: Council Member Bloom AYE

Council Member Dahl AYE
Council Member Kipphut AYE
Council Member Hodges AYE

Council Member Woessner AYE

6.5. Discussion and action regarding an Ordinance setting a Tax Rate of 0.150000
per $100 valuation on all taxable property for the Fiscal Year starting October
1, 2019 and ending September 30, 2020.

MOTION: MOVE THAT THE PROPERTY TAX RATE BE INCREASED BY THE
ADOPTION OF THE TAX RATE OF 0.150000 WHICH IS EFFECTIVELY
A 5.35% INCREASE IN THE TAX RATE AND THAT THE ORDINANCE
LEYING THIS TAX RATE BE APPROVED.

MADE BY: Council Member Bloom

SECONDED BY: Council Member Dahl

APPROVAL BY ROLL CALL: Council Member Bloom AYE
Council Member Dahl AYE
Council Member Kipphut AYE
Council Member Hodges AYE

Council Member Woessner AYE

6.6. Discussion and action to consider an Ordinance ratifying the property tax
increase reflected in the Fiscal Year 2019-2020 Budget

MOTION: APPROVE AN ORDINANCE RATIFYING THE PROPERTY TAX
INCREASE REFLECTED IN THE FISCAL YEAR 2019-2020 BUDGET.

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

7- REPORTS

7.1. Budget Report August 2019

7.2. Building Official Report August 2019

7.3. McLendon-Chisholm Fire Rescue Report August 2019
7.4. Rockwall County Sheriff's Report August 2019

No Reports



8. UPDATES, DISCUSSION AND DIRECTION TO STAFF
No Updates, Discussion or Direction to Staff

9. COUNCIL MEMBER REPORTS AND ANNOUNCEMENTS
9.1. Mayor Short’'s Reports and announcements

Reminded everyone that M-C 50 is coming up. This is a busy time of year with Halloween,
Thanksgiving, Christmas, and New Year's. Kids are doing fund raisers - support them
when you can.

9.2. Council Member Kipphut's reports and announcements
None
9.3. Council Member Hodges’ reports and announcements

None

9.4. Council Member Woessner's reports and announcements
MC50, October 19, 2019

9.5. Mayor Pro Tem Bloom'’s reports and announcements
None

8.6. Council Member Dahl's reports and announcements

None

10. ADJOURN

p.m. ENDON Y,
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Lisa Palomba, City Secretary Keith Short, Mayor




