CITY OF LAREDO
SPECIAL CITY COUNCIL MEETING
M-2014-SC-03
CITY COUNCIL CHAMBERS
1110 HOUSTON STREET
LAREDO, TEXAS 78040
JULY 30, 2014
1:15 P.M.

CALL TO ORDER
With a quorum present, Mayor Raul G. Salinas called the meeting to order.
PLEDGE OF ALLEGIANCE

Mayor Raul G. Salinas led in the pledge of allegiance.

ROLL CALL

Raul G. Salinas, Mayor

Esteban Rangel, Mayor Pro-Tempore, District Il
Juan Narvaez, District IV

Roque Vela, Jr., District V

Charlie San Miguel, District VI

Jorge A. Vera, District VII

Cynthia Liendo, District VIII

Gustavo Guevara, Jr. City Secretary

Carlos Villarreal, City Manager

Cynthia Collazo, Deputy City Manager
Horacio De Leon, Assistant City Manager
Jesus Olivares, Assistant City Manager
Raul Casso, City Attorney

Motion to excuse Cm. Perez and Cm. Garza.

Moved: Mayor Pro Tem Rangel
Second: Cm. Liendo
For: 6 Against: 0 Abstain: 0

RESOLUTIONS

1. 2014-R-82 Resolution calling a special election to approve a sports complex
venue project to be located on the campus of Texas A&M
International University as part of the City's municipal parks and



V.

2.

recreation system; providing for the conduct and the giving
notice of the election; and, enacting other matters relating
thereto. The proposed venue project is to be paid out of the
previously approved sports venue sales tax proceeds with no
additional sports venue sales tax to be imposed.

Motion to table Resolution 2014-R-82.

Moved: Cm. Liendo
Second: Cm. San Miguel
For: 6 Against: 0 Abstain: 0

2014-R-84 Resolution calling a special election to approve a City of
Laredo/United Independent School District joint Natatorium
venue project to be located at the UISD Student Activity
Complex on Highway 359 and Concord Hills; providing for the
conduct and the giving notice of the election; and, enacting
other matters relating thereto. The proposed Natatorium venue
project will be paid in part out of the previously approved sports
venue sales tax proceeds with no additional sports venue sales
tax to be imposed on the public.

Motion to table Resolution 2014-R-84.

Moved: Cm. Liendo
Second: Cm. San Miguel
For: 6 Against: 0 Abstain: 0

MOTIONS

3.

Submission of the proposed Fiscal Year 2015 Annual Budget as per Article
VI, Section 6.02, Submission of Budget, which states that “At least sixty (60)
days before the end of the fiscal year, the City Manager shall present to the
Council a budget for the ensuing fiscal year with an accompanying budget
message.”

City Manager Carlos Villarreal read a letter before Mayor and Council.

July 30, 2014

Mayor and Members of the City Council:

| am pleased to submit a balanced budget for Fiscal Year 2015. This budget
contains the necessary resources to continue providing the highest level of

customer service to our community without increasing the City’s property tax
rate for the 11th consecutive year! The budget process continues to be a



difficult task, since most revenues have remained at the same level for the
past four years. It incorporates existing goals into action and critically
evaluates the effectiveness of existing programs to assess resource
allocation and ensure successful accomplishments. The budget that is being
presented today has all the necessary and essential funding in order to be
effective, efficient and successful.

While the City continues to grow and the demands for services multiply, we
have asked the departments to work with a zero growth budget for the sixth
consecutive year. We have made difficult decisions in order to balance the
budget. When we began the budget process, General Fund was faced with
an $8.7 million deficit whereby $5.8 million was due to necessary growth.
The $5.8 million consisted of items such as contractual obligations for public
safety, insurance, retirement, inevitable growth in personnel due to new
facilities or services, and overtime in public safety. My directive from City
Council has been to refrain from increasing our property tax rate, to maintain
the highest level of customer service to our citizens, all of this while not
negatively affecting our employee structure.

This year again, we were able to balance this budget by:

e Continuing to operate using a conservative spending approach;

e | continued to review and curtail all travel, except for accreditations and
grant related mandates and trainings that are necessary to a department’s
operations;

e | held off from allowing departments to purchase non-emergency
expenditures for their operations.

We continue to work towards meeting the goals as set by the Mayor and City
Council by:

e Placing the highest priority to the essential needs of our Public Safety
departments by providing the necessary funding for personnel, training,
overtime, vehicles and equipment for their successful undertakings. Other
non-essential expenses are not included in these budgets;

e We continue providing top notch quality service in our libraries, recreation
centers and parks for our community to enjoy;

e We continue to add, maintain, and improve our current Utility System and
Infrastructure;

e We continue to dedicate our efforts to improving our streets, sidewalks,
and drainage system;

¢ We continue to provide the necessary equipment for departments such as
Engineering, Parks, Traffic and Health by funding $331,211 out of the
Capital Improvement Fund,

¢ We continue to enhance our quality of life projects by partnering with:



+ Texas A & M International on a Sports Complex with eight (8)
baseball fields, four (4) softball fields and four (4) youth
baseball fields and twenty-one (21) tennis courts;

* United Independent School District on a Natatorium

The FY 2015 consolidated budget encompasses operating expenditures of
$593,291,239, a growth of $36,805,827 from the prior years’ budget. The
$36.8 million growth highlights this community’s growth in commercial and
residential developments. The total net operating budget, excluding
operating transfers, is $458,588,309. Our property valuations increased by
3.8%, or $418 million. Due to our conservative management of operations,
we have managed to achieve savings in various funds and were able to
transfer approximately $3.4 million to General Fund. Debt Service fund
balance will also be used for the payment of debt service for FY 2015 in the
amount of $1.4 million to reduce the impact to the General Fund.

This was a very difficult year to bring forth a balanced budget. The General
Fund budget began with a deficit of $8.7 million. The budget that is
presented before you is derived from a series of difficult decisions and
actions taken:

e Continue to freeze 70 FTE'’s city-wide including 55 from General Fund;

e Transferred excess balances from the Parking Meters, Bridge, Municipal
Housing, Capital Improvement Fund and Health and Benefits to General
Fund,;

e Utilized Debt Service Fund balance for various debt payments;

¢ Reduced the employee Health contribution rate from 10% to 2.5%.

Despite the slow recovery of the U.S. economy, the City of Laredo has
experienced a strong presence of Mexican shoppers, Eagle Ford Shale
patrons, and Industrial growth which have assisted in maintaining current
revenues in Sales Tax and Hotel Motel. These are two good indicators that
Laredo’s economy is healthy.

The City’s ratings for Certificate of Obligations and General Obligations are
as follows:

Fitch Moody'’s Standard & Poor’s
AA Aa2 AA

| assumed this position in April of 2007 just when the economic down-turn
was in its infancy stage. Through tough times, staff has responded and has
demonstrated the ability to maintain strong financial management during the
most tumultuous economic periods. These bond ratings are the highest
classifications ever received by the City of Laredo.



We are currently working on various bond issues for the City. A Plan of
Finance will be presented to you in the near future for Bridge, Solid Waste,
Utilities, and a Combination Tax and Revenue Certificate of Obligation (CO).
With City Council approval, we will be requesting a $10 million revenue bond
for the Bridge System. This will include various building improvements along
with the replacement of the current toll system which is over 15 years old.
Solid Waste / Landfill will be issuing additional debt for various vehicles
including an excavator and two (2) rear loader refuse trucks in the amount of
$3 million. Utilities will be issuing debt for various projects including, line
replacements totaling $11.1 million and a Certificate of Obligation for $8
million for a fire station in north Laredo and the extension of Bartlett Street.

Public Safety

The City’s commitment to keeping our community safe is reflected in its
appropriations to Police and Fire in the amount of $104.9 million. This
represents 62% of the total General Fund budget; an increase of $3.7 million
over prior years’ original budget.

Police

The strength of the Police Department includes 482 budgeted officers and 85
civilians. The Police budget represents a cost of $60.5 million, representing
36% of the City’s General Fund budget. An academy of fifteen (15) Police
officer/cadets has been added to the budget to replace retired officers and an
additional 6 (six) officers for the COP’s grant (contingent on federal funding
approval) for a total of 21 officers. We continue to apply and utilize grants
such as Special Police Grants and other overtime grants to fund specific
programs which Council, Management and the Police Department have been
very successful in garnering. Historically, the Police Trust Fund has played a
vital role in funding for the purchase of vehicles, equipment and overtime,
unfortunately this year the fund cannot support such expenditures. To our
General Fund budget, we have added $620,718 thousand for overtime.

The Laredo Police Department continues to be instrumental in the war
against crime in particular, the drug-cartel issues as it relates to the U.S. —
Mexico border. We continue to keep our crime level low with only 3
homicides in 2013. In 2007, we were rated the highest City in the country
with stolen vehicles totaling 1,537. In 2013 our motor vehicle theft
decreased to 373 vehicles; a 75.7% reduction.

Fire

The City’s Fire Department is no exception of Laredo’s commitment to public
safety. The adopted General Fund budget contains $44.4 million in
appropriations for the department, which represents 26% of the General
Fund expenditures. They have a workforce of 362 authorized Fire Fighter



positions. The recent graduation of 29 firefighters this July will greatly assist
with our overtime concerns. We expect to begin an academy this October
with 15 to 20 new cadets depending on the number of retirees. We are
proud to announce that this August 2014 we will be opening a new Rescue
Fire Station valued at $3.5 million that was garnished through an FAA grant.
The Rescue Fire Station is located at the Airport. The Fire Department does
a tremendous job in serving our community.

Quality of Life

Culture and Recreational Facilities

The Parks and Recreation Department has a budget in FY 2015 of
$14,012,710. The development and creation of various amenities continue
to add strain to the budget. Activities and services to facilities such as
Haynes Recreation Center, Independence Hills, EI Eden Phase Il, North
Central Park, Slaughter Park and Northwest Recreation Centers, to name a
few, continue to expand the size of our services and activities as well as
expenditures. There is a growth of $943 thousand for this department. The
two areas are in Maintenance & Operations by $375 thousand and in
Aquatics by $443 thousand. One of the largest growths in this department is
being derived by adding 26 FTE’s, partially to cover 9 FTE’s for the
maintenance division, 6 part-time positions for recreational division, 12.59
FTE’s in aquatics and .5 FTE in Cemetery.

The Laredo Public Libraries and its branches serve the City of Laredo. Each
building houses a growing library collection, computers and Internet access.
Their services have widely expanded to not just books, but also offer
downloadable e-books to mobile devices; they also bring in panel
discussions, writers, book signings and workshops. Its budget for FY 2015 is
$4,516,412; we expect to open the Ochoa, McKendrick and Salinas Library
in South Laredo this September 2014.

Infrastructure

Public Works

The constant growth in commercial traffic, via rail and truck, coupled with the
Eagle Ford Shale activity continues to make Laredo’s transportation system
a top priority. Public Works has paved over 3,500 streets throughout the City
since 2007. They are scheduled to work on an additional 400 City blocks in
FY 2015. This departments’ work has expanded by assisting with the
renovation of the Federal Court House, many side walk projects, Southern
Hotel and before the year is over the Bruni Plaza Fountain. They continue to
maintain all industrial park streets and clean all City streets including IH 35.

Utilities
The City’s Utility department has made great strides to improve the
infrastructure of the water and wastewater system to ensure that the citizens



of Laredo are provided with quality water and to ensure efficient collection
and treatment of wastewater. Just in the last few years of this administration,
the City of Laredo has issued over $348 million in bonds for the water and
wastewater system. We will continue to improve the system and we
estimate that by the year 2019, we will issue a total of $522 million during my
tenure. A bond proposal will be issued in the near future for an estimated
amount of $11.1 million for various line replacement projects along with the
$66.1 million in projects funded through the Texas Water Development
Board. We will be applying for various Texas Water Development Board
(TWDB) loans on projects such as the South Laredo Waste Water Treatment
Plant expansion, Sombreretilo WWTP, Manadas Creek WWTP, San Isidro
Elevated Tank, and the 24” waterline on Loop 20 (Casa Verde Rd). The
capital improvement plan in place, will secure this City’s water resources,
distribution and treatment for many years to come. The TWDB loans in FY
2015 will generate an estimate saving of $8 million due to lower interest rates
compared to the open market.

Staffing and Benefits

A total of 2,783.81 full time equivalent positions are included in the FY 2015
proposed budget, excluding Transit, at an estimated cost of $191,286,615;
an increase of $5.8 million over last years’ budget. The proposed budget
includes a cost of living increase of 2% for non-civil service employees
effective October 2014 at an estimated cost of $1.4 million and contractual
obligation of 2.0% for police officers at an estimated cost of $828,163. The
budget also includes a contribution rate of 21.69% to the Texas Municipal
Retirement System which consists of a .75% increase from the FY 2014
budgeted amount for an estimated cost of $738,111.

The Health and Benefits Fund continues to exercise a six year plan approved
by City Council in 2010 by increasing contributions for City and employees
health coverage by 10% annually. This was done to provide relief to the
funds’ negative fund balance due to escalating health care costs. The
estimate for FY 2014 fund balance is projected to end at $1.2 million above
the $3.8 million budgeted. The estimated ending fund balance for FY 2014 is
$6 million and FY 2015 is being proposed at $5.8 million. We remain
conservative in maintaining a 2.5% increase due to unknown factor in health
care costs.

The City of Laredo continues to be the only governmental entity in the county
to provide employees with health benefits at no cost. The City currently pays
for the employees’ health insurance premium while subsidizing 48% of the
regular dependent premium and 50% for police officers and fire fighters
current employees’ dependents. Retired police officers and fire fighters get
100% of their health insurance premium paid by the City.



General Fund

Total adopted revenues for FY 2015 were $169 million, a growth of $8 million
or 5% from the FY 2014 Original Budget. Next to Property Taxes and
Charges for Services of $44,896,809, Sales Tax is the third largest revenue
source for General Fund with a budget of $32,755,799.

Total expenditures in the FY 2015 Proposed Budget increased by $8 million
over the FY 2014 Original Budget. Personnel expenditures accounted for
the largest increase at $5.8 million and consisted of the following major
items:

Police contractual obligations of $829 thousand,

Police overtime of $620 thousand

Fire step and incentive pay of $743 thousand

A cost of living adjustment for all other general fund employees of $600

thousand,

A 2.5% increase for health insurance contributions of $252 thousand,

e A .75% increase in retirement contributions of $432 thousand,

e Additional position of $978 thousand of which the majority are in Parks
and Leisure,

e Transfer of position from PAC, Mercado and Civic Center to General Fund
for an estimated amount of $539 thousand,

e Funding of 15 unbudgeted positions in the amount of $337 thousand

Estimated revenues of $162.7 million for FY 2014 are $900 thousand higher
than FY 2014 Amended Budget of $161.8 million. Our estimate revenues for
this current year are very close to what our budget amended budget reflects.
The largest variances are due to sale of land and vehicles for $246
thousand, building rental fees of $145 thousand, recreation center annual
fees of $121 thousand, electrical permits for $73 thousand and various other
revenues of $302 thousand.

Estimated expenditures for FY 2014 are $4.2 million under the FY 2014
Amended Budget. The largest savings in general fund are from salaries and
related expenses (l.e., payroll taxes, retirement) of $2.7 million, savings from
Health operations of $492 thousand, electricity savings of $238 thousand,
motor fuel of $146 thousand and other areas.

Tax Rate

The adopted tax rate for FY 2015 will remain the same for the eleventh
consecutive year at $0.63700 per $100 assessed valuation. The FY 2015
property values are projected to increase by 3.8% over the FY 2014
valuations. The total taxable value of $11.4 billion will generate a levy of



$72.3 million. This increase represents $2,648,198 or 3.8% over the FY
2014 original levy. The levy for FY 2015 excludes an estimated amount of
$419,478 for the tax freeze for the elderly and disabled as directed by City
Council.

FY 2014 Budget FY 2014 FY 2015 Adopted
Estimate
Tax Rate 0.637000 0.637000 0.637000
Taxable $10,994,209,251 | $10,930,428,257 | $11,412,449,141
Valuations
Tax Levy $69,629,625 $69,626,828 $72,277,823

Upon collection of taxes, they are separated to pay for Maintenance &
Operations and debt service.

e The maintenance and operations tax rate allocation of $0.492162 for FY
2015 will generate total revenues of $54.2 million for General Fund, an
increase of $2,392,771 over FY 2014 budgeted revenue.

e The debt service tax rate allocation of $0.144838 will generate total
revenues of $15.9 million for FY 2015, a $175,981 thousand increase over
the FY 2014 budgeted revenue. The taxes are calculated with a 97%
collection rate.

Closing Comments

To the citizens of Laredo and to you Honorable members of the City Council
the budget process has become increasingly difficult every year. This year,
our initial budget deficit started at $8.7 million. It had to be dealt with in a
manner that did not drastically affect services while maintaining our strong
economic posture.

The cooperation of all department directors and managers has been nothing
less them exemplary. The Deputy City Manager and both Assistant City
Managers should be commended for assisting in crafting this budget.
Difficult decisions were made, and all adhered to the road map as set forth
by this City Council which emphasized public safety, a better quality of life for
our citizens with added parks and recreation activities, continued street
reconstructions, improved water infrastructure without a property tax
increase to its Citizens.

The 2015 budget contains the necessary tools to accomplish the goals set by
City Council. We continue to work within our means while continuing to
provide quality service to a fast growing community. This will continue to be
our purpose and our mission.




VI.

VII.

Sincerely,

Carlos Villarreal
City Manager

Motion to approve.

Moved: Mayor Pro Tem Rangel
Second: Cm. Vera
For: 6 Against: 0 Abstain: 0

4. Submitting the proposed 2015 - 2019 Capital Improvement Program (CIP) as
per Article VI, Section 6.05, of the City Charter, which states that "the City
Manager shall prepare and submit a five (5) year capital program at least
sixty (60) days before the end of the fiscal year."

Motion to approve.

Moved: Mayor Pro Tem Rangel
Second: Cm. Vera
For: 6 Against: 0 Abstain: 0

EXECUTIVE SESSION

None.

ADJOURNMENT

Motion to adjourn.

Moved: Mayor Pro Tem Rangel
Second: Cm. Liendo
For: 6 Against: 0 Abstain: 0

I, Gustavo Guevara, Jr., City Secretary, do hereby certify that the above and
foregoing is a true and correct copy of the minutes contained in pages 01 to 10
and they are true, complete, and correct proceedings of the City Council meeting
held on July 30, 2014.

Gustavo Guevara, Jr.
City Secretary



