ORDINANCE No. H0DY

AN APPROPRIATIONS ORDINANCE ADOPTING A BUDGET
FOR THE FISCAL YEAR BEGINNING OCTOBER 1, 2007, AND
ENDING SEPTEMBER 30, 2008.

WHEREAS, The City Charter of the city of Lufkin requires an Appropriations
Ordinance be passed by the City Council each year showing revenue of the City from all
sources and the expenditures to the various purposes for the fiscal year;

NOW, THEREFORE, BE IT ORDAINED BY THE CITY COUNCIL OF THE
CITY OF LUFKIN, TEXAS;

SECTION I

That the City manager’s proposed budget be adopted in compliance with provisions of
Article 5, Section 2 of the City Charter.

SECTION II

That there is hereby appropriated the sum of $27,444,676 to the General Fund for the
payment of operating expenditures and necessary capital outlay for the City Government.

SECTION III

That there is hereby appropriated the sum of $6,254,929 to the Debt Service Fund for the
payment of principal and interest on General Obligation Bonds of the City and for
redeeming such bonds as they mature.

SECTION IV

That there is hereby appropriated the sum of $10,606,863 to the Water/Wastewater Fund
for operating expenses and necessary capital outlay for the Water and Wastewater
Departments.

SECTION V

That there is hereby appropriated the sum of $1,297,192 from the Water/Wastewater
operating fund to the Water/Wastewater Renewal and Replacement Fund, to be
exclusively utilized for long term capital improvements, including equipment,
distribution system, production and treatment facilitics, repair, rehabilitation and
renovation.

SECTION VI

That there is hereby appropriated the sum of $2,839,675 from the Water/Wastewater
Fund, of which $1,136,277 shall be transferred to the Water/Wastewater Debt Retirement
Fund for the purpose of paying interest, principal and fees due on notes and bonds of said
Fund and for redeeming such notes and bonds as they mature; and $1,703,398 shall be
transferred to the General Obligation Debt Service Fund for the purpose of paying
interest and principal on that portion of General Obligation Bonds and fees utilized for
Water/Wastewater Fund purposes.
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ORDINANCE NO.__ 4005
AN ORDINANCE AMENDING CHAPTER 52.15, (A), (1), (2X3), (B), (1), (2),
3), (©), (1), (2), 3), (D), (1), (2) and (E) OFHE CODE OF ORDINANCES OF
THE CITY OF LUFKIN, TEXAS; MAKING A CHANGE IN THE RESIDENTIAL,
COMMERCIAL, IRRIGATION; INDUSTRIAL AND WHOLESALE WATER
RATES; REPEALING ALL ORDINANCES IN CONFLICT THEREWH; AND
PROVIDING AN EFFECTIVE DATE.
BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF L UFKIN, TEXAS:

That Chapter 52 of the Code of Ordinances of the @iLufkin, Texas, be and the same is
hereby amended so that water rates shall be asteddlin Section | as follows:

SECTION |.
Chapter 52.15: Water Rates Established
(A) Residential Water Rates:

(2) Residential water rates per thousand gallons ir@tgdimits. The rates listed
below shall be and become effective with all hiladered on and after October 1, 2007:

First 2,000 gallons (MiNimum) ...............oommmevveeeeeenns $10.50
Next 8,000 gallons, per thousand..........cccccceevvvvvennnnnnns $2.70
Above 10,000 gallons, per thousand...........................$3.11

(2) Residential water rates per thousand gallons citstg limits. These rates shall
be and become effective with all bills renderechad after October 1, 2007:

First 2,000 gallons (MiNimum) ...............oommmvveeeeeeenns $15.75
Next 8,000 gallons, per thousand..........ccccccevvvvvvnnnnnnns $4.05
Above 10,000 gallons, per thousand...........................$4.67

3) Residential water rates per thousand gallons ®Bllirke Water Service Area.
The rates listed below shall be and become effeatith all bills rendered on and after
October 1, 2007:

First 2,000 gallons (MiNimMumM) .........cccuvmmmmmeeeeeeeeenns $17.85
Next 8,000 gallons, per thousand...........ccccccevvvvreeeen... $4.59
Above 10,000 gallons, per thousand...........................$5.28
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(B)

(©)

Commercial Water Rates:

(2) Commercial water rates per thousand gallons ingigidimits. The rates listed
below shall be and become effective with all hiladered on and after October 1, 2007:

First 2,000 gallons (MiNimum) ...............oommmmvvveeeeeenn. $10.50
Next 48,000 gallons, per thousand..............................$2.70
Above 50,000 gallons, per thousand...........................$3.11

(2) Commercial water rates per thousand gallons outstgdéimits. These rates shall
be and become effective with all bills renderechad after October 1, 2007.

First 2,000 gallons (MiNimum) ...............oommmeveeeeeeeenns $15.75
Next 48,000 gallons, per thousand..............................$4.05
Above 50,000 gallons, per thousand...........................$4.67

3) Commercial water rates for the Burke Water Serdicga. The rates listed below
shall be and become effective with all bills remadkon and after October 1, 2007.

First 2,000 gallons (MiNimum) ...............oommmvveeeeeeenn. $17.85
Next 48,000 gallons, per thousand..............................$4.59
Above 50,000 gallons, per thousand...........................$5.28

Irrigation rates:

(2) Irrigation rates for all water customers inside ¢itg limits per thousand gallons.
The rates listed below shall be and become effeatith all bills rendered on and after
October 1, 2007.

First 2,000 gallons (MiNimMum) ..........cccuvmmmmmeeeeeeeeeenns $10.50
Next 8,000 gallons, per thousand...........ccccccevvvveeeeen... $2.70
Above 10,000 gallons, per thousand...........................$3.11

(2) Irrigation rates per thousand gallons outside laityts. These rates shall be and
become effective with all bills rendered on an&a@ctober 1, 2007.
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(D)

(E)

First 2,000 gallons (MiNimMumM) .........cccuvmmmmmeeeeeeeeenns $15.75
Next 8,000 gallons (Minimum)................ e eeeeeeennn. $4.05
Above 10,000 gallons, per thousand...........................$4.67
3) Irrigation rates per thousand gallons for the Bufkater Service Area. The rates

listed below shall be and become effective withhdls rendered on and after October 1,
2007.

First 2,000 gallons (MiNimum) ...............oommmmeveeeeeeenns $17.85
Next 8,000 gallons, per thousand..........ccccccevvvvvennnnnns $4.59
Above 10,000 gallons, per thousand...........................$5.28

Industrial Water Rates:
(2) Industrial water rates per thousand gallons insigelimits. These rates shall be
and become effective with all bills rendered on aftdr October 1, 2007. (For purposes
of this ordinance, industrial customers are defiagthose customers using 50 million
gallons or more annually.)

First 2,000 gallons (minimum) ...............ccemme-eeee......$250.00

Above 2,000 gallons, per thousand..........ccccceu.........$1.75
(2) Industrial water rates per thousand gallons outsitydimits. These rates shall be
and become effective with all bills rendered on aftdr October 1, 2007. (For purposes
of this ordinance, industrial customers are defiagthose customers using 50 million
gallons or more annually.)

First 2,000 gallons (Minimum) ...............ccemmmveeeee.....$375.00

Above 2,000 gallons, per thousand..........cccceue............$2.63

Wholesale water rates:

(1) Wholesale water rates per thousand gallons. Tita¢se shall be and become
effective with all bills rendered on and after Gmto 1, 2007.

First 2,000 gallons (MiNimum) ...............oommmevveeeeeenn. $10.00
Above 2,000 gallons, per thousand.............................$2.19
SECTION 1.
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All Ordinances or parts of Ordinances in conflietéwith are hereby repealed.

SECTION III.

This Ordinance shall be effective with all billsdered on and after thé tlay of October, 2007.

PASSED AND APPROVED on the First Reading by theyCibuncil of the City of Lufkin,

Texas on this the 21day of August, 2007.

JdckNborden, Mﬁforv

PASSED AND APPROVED on the Second and Final Realinthe City Council of the City of
Lufkin, Texas, on this the™dday of September, 2007.
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APPENDIX

FINANCIAL POLICY GUIDELINES

Financial policies are followed in the day-to-dagahcial management of the City. These
policies provide critical guidelines to be followedthe budget preparation process in an effort
to ensure the City’s continued financial stabilitfhese policies are reviewed annually with the
City Council Finance Sub-Committee and updatedcas@mic and financial conditions change.

These policies follow.

CITY OF LUFKIN COUNCIL FINANCIAL POLICIES

PURPOSE AND NEED FOR POLICY
The City Council desires to establish a stateméntrdgten policy for the City of Lufkin that
shall provide a framework for prudent managemenhefCity’s financial resources.

The written policy shall demonstrate to the citzer Lufkin, the financial community, and the
bond rating agencies that the City of Lufkin is coitted to a strong fiscal operation. The policy
shall also provide precedents for future policy srakand financial managers on common
financial goals and strategies.

POLICY
1. The City of Lufkin shall maintain an operating gasi in all governmental funds such that
annual expenditures shall not exceed annual ressuirecluding fund balances.

2. The City of Lufkin shall maintain an operating gasi in all proprietary funds such that
annual expenses shall not exceed annual resoimckgjing working cash balances.

3. The City shall protect the physical assets of thig © ensure the value, integrity and utility
of these major investments of the City’'s resources.

4. This policy shall be reviewed and updated peridbdicand will be presented to the City
Council for approval of any significant changes.

5. The following sections outline the procedures anidiglines for accomplishing this policy.

OPERATING CONDITION

1. A multi-year financial forecast shall be preparednaally projecting revenues and
expenditures for all operating funds. This forécsisall be used as a planning tool in
developing the following year’s operating budget.

2. Rates, fees and charges for service shall be redemnually and adjusted as necessary to
respond to cost increases or other changing ciranoss.

3. Activities within enterprise funds shall be budges® that revenues support cost of service,
satisfy bond covenants, and provide adequate levelrking capital.
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4. Insurance coverage shall be examined annually garerthat policy limits are adequate and
in compliance with bonds covenants.

5. Estimated costs and funding sources shall be ifilhiprior to any project being submitted
for Council approval.

DEBT MANAGEMENT
1. Debt shall not be used for funding operating expens

2. Bonds shall be sold only to finance long-term captojects.

3. An asset or project shall not be financed overreogdonger than the estimated useful life of
that asset or project.

4. An analysis will be provided to Council disclosiegtimated annual operating expenses
associated with any capital project or asset fiedrzy debt.

5. City staff shall prepare a multi-year Capital Impement Program (CIP), updated annually,
which will meet the anticipated growth requiremeoitshe City. The Council as a guide for
staff shall adopt the CIP in planning the subsetjyear’s capital and financing needs.

6. Total outstanding tax-supported debt shall not eddéve percent (5%) of the total annual
assessed valuation of taxable property.

DEPRECIATION FUNDS

The City shall maintain a Water & Sewer Deprecratieund and a Solid Waste & Recycling
Depreciation Fund. These Funds shall be finangesiy/btematic budgeted transfers approved by
Council each year and will be equal to the actumalual depreciation expense recorded for the
second preceding fiscal year of the fiscal yeamwimch the funds will be budgeted. The
following guidelines will be followed in administian of these Funds.

1. Approximately one half of the actual annual transfecash to each Fund shall be retained
and reserved for future system expansion.

2. Approximately one half of the actual annual transfecash to each Fund shall be available
and may be used for replacement of capital items.

3. An amount not to exceed 25% of the system expaneserve of the Solid Waste &
Recycling Depreciation Fund for the previous fisgedr may be used to finance the purchase
of major equipment items for the General Fund. Weneral Fund shall pay an interest
amount equal to the average earnings rate of tldeganvestments of the City for the
guarter ending the previous June 30 plus an ansairity City Council.

FINANCIAL CONDITION
The City’s goal shall be to maintain balances afiedliately accessible cash and investments in
each operating fund for cash flow purposes. Thedances shall be established during each
annual budget process according to the guidelindsed below.
1. Governmental Fund Types
General Fund - An amount equal to approximatelyntyrive percent (25%) of
budgeted expenditures shall be reserved as Furah&al The City Council has
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authorized up to five percent (5%) reduction to%20n the reserve to support the
implementation of the Economic Development Saleg iratiative approved by
election in February of 2004. The Fund Balancetinaes above the 25% goal.
Should some portion of the 5% reduction be requireuture years, a repayment
policy will be established.

Civic Center Fund - An amount equal to approximatelelve and one-half percent
(12.5%) of budgeted expenditures shall be reseagedrund Balance. Should the
Civic Center Fund develop cash balances insufficiermeet operating needs, the
City Manager and Accounting Director are authorizedadvance such working
capital as needed from the General Fund not toesk@e cumulative amount of
$75,000.

Special Recreation Fund - An amount equal to apprately twelve and one-half
percent (12.5%) of budgeted expenditures shaléberved as Fund Balance.

2. Propnetary Fund Types:

Water & Sewer Fund - An amount equal to at leastlter and one-half percent
(12.5%) of budgeted expenditures shall be resemgatorking Capital Balance.

Solid Waste Fund - An amount equal to at leastwevaind one-half percent (12.5%)
of budgeted expenditures shall be reserved as WpBapital Balance.

3. Other Funds and Fund Types:

Other Governmental and Proprietary Funds not spatlif referred to above shall be
fully self-supporting to the extent that the furaldnce or retained earnings of each fund
shall be zero or greater. The City Manager and riée@aDirector are authorized to
advance up to $50,000 to the various grants regebye the City in anticipation of
reimbursement of such amounts.

4. The Insurance Loss Fund shall be actuarialerdéned and periodically reviewed to

evaluate experience and degree of risk assumptions.

ASSET MANAGEMENT

1.

In addition to anticipated growth requirements dfe tCity, the multi-year Capital
Improvement Program will be developed and preseimtddarch of each year that identifies
major infrastructure repair and rehabilitation reed

The City will prepare and maintain a facilities nesplan. This document will serve as a
management tool to project space needs includingstoaction and/or modification of
facilities.

Repair, renovation and maintenance shall be regutemrformed to protect the life of the
assets and to ensure their safety and utility.ygtesnatic program of routine and preventive
maintenance shall be developed based on needfidatitin and prioritization.

The Annual Operating Budget will provide sufficidahding levels for ongoing maintenance
of the infrastructure.
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ACCOUNTING, AUDITING AND FINANCIAL MANAGEMENT
1. Accounting systems shall produce information theatconsistent with generally accepted
accounting principles for governmental entities.

2. An independent public accounting firm shall condastannual comprehensive audit of all
funds.

3. Net revenues of the Water & Sewer Fund shall bentamied at a level sufficient to cover
average annual debt service requirements by In®&sti

RESPONSIBILITY AND AUTHORITY

The City Manager shall have accountability to thiy GCCouncil concerning the financial
strategies outlined in this policy.
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Glossary of Terms

ACCRUAL ACCOUNTING - a basis of accounting in which revenues aregeieed in the
accounting period in which they are earned, ancesgs are recognized in the period in which
they are incurred.

AD VALOREM TAX - a tax levied on the assessed value of real pipgalso known as
“property taxes”).

APPRAISED VALUE - a valuation set upon real estate or other ptgd®r County Property
Appraiser as a basis for levying taxes.

APPROPRIATION - a specific amount of money authorized by they @buncil to make
expenditures or incur obligations for specific mses, frequently used as an interchangeable
term with “expenditures”.

APPROPRIATION ORDINANCE - the official enactment, by City Council, to |dga
authorize City staff to obligate and expend resesirc

BALANCED BUDGET - a budget in which estimated revenues equal agtanexpenditures.

BOND - a written promise to pay a specific sum of mqreajled “face value” or “principal,” at
a specified date in the future, called “maturityefatogether with periodic interest at a specific
rate.

BONDED DEBT - the portion of the indebtedness representingtantling bonds

BUDGET - a financial plan, for a specified period, of oggeons that matches all planned
revenues and expenditures with the services prduiaéhe residents of the City.

BUDGET CALENDAR - the schedule of key dates that the City follomv¢he preparation and
adoption of the budget.

BUDGET DOCUMENT - the instrument used by the budget-making authad present a
comprehensive financial plan of operations for@gy Council.

BUDGET MESSAGE - the opening section of the budget from the Qitgnager, which
provides the City Council with a general summaryhaf most important aspects of the budget.

BUDGETARY CONTROL - the control of the management of a governmerdgnterprise in
accordance with an approved budget for the purpmfs&eeping expenditures within the
limitations of available appropriations and avaléalevenues.

CALCULATED EFFECTIVE TAX RATE - State Law prescribes a formula for calculating
the effective tax rate for cities. The net effesttd produce a tax rate that goes down when
property values rise. It is intended to genera@pmately the same amount of revenues as the
previous yeatr.

CAPITAL IMPROVEMENTS PROGRAM (CIP) - a multiyear plan that forecasts spending
for all capital projects including buildings, eqmpnt, and future accommodations.

CAPITAL PROJECTS FUND - A fund created to account for all financial resmes to be used
for the acquisition or the construction of majopital facilities or equipment.
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CAPITAL OUTLAYS - expenditures which result in the acquisitioroothe addition of fixed
assets.

CERTIFICATES OF OBLIGATION (CQ’s) - tax supported bonds that are similar to general
obligation bonds and can be issued after meetimngt gblication requirements and with final
approval of the City Council.

CITY _COUNCIL - The Mayor and six (6) Council members actingtlees legislative and
policymaking body of the City.

COMPREHENSIVE ANNUAL FINANCIAL REPORT (CAFR ) - A financial report that
encompasses all funds and component units of thergment. The CAFR should contain (a) the
basic financial statements and required supplemeirtbormation, (b) combining statements to
support columns in the basic financial statemdms aggregate information from more than one
fund or component unit, and (c) individual fundtetaents as needed. The CAFR is the
governmental unit's official annual report and aldwould contain introductory information,
schedules necessary to demonstrate compliance fiidmce-related legal and contractual
provisions, and statistical data. The CAFR of alipubmployee retirement system or an
investment pool also should provide information iamestments. Likewise, the CAFR of a
public employee retirement system should providaa@l information.

CONTRACTUAL SERVICES - services performed for the City by individudtsisinesses, or
utilities.

CURRENT TAXES - taxes levied and due within the fiscal year.

DEBT SERVICE FUND - a fund established to account for the accunaratif resources for,
and the payment of, long-term debt principal arndrgst.

DELINQUENT TAXES - taxes that remain unpaid after the due datehssed.

DEPARTMENT - a major organizational unit of the City that d®Iresponsibility for one or
more divisions.

DIVISION_ - a major organizational unit of the City that d®Iresponsibility for one or more
activities.

ENCUMBRANCE - the commitment of appropriated funds to purchesétem or service. To
set aside funds for disbursement.

ENTERPRISE FUND - a fund established to account for operationshefwater and sewer
systems. It is operated in a manner similar toape business enterprise.

ESTIMATED REVENUE - the amount of revenues projected to be colleictéke fiscal year.

EXPENDITURES - a decrease in the net financial resources o€ityedue to the acquisition of
goods and services.

EFFECTIVE TAX RATE - consists of last year’'s adjusted taxes aftetdlkes on lost property
are removed. This is then divided by the curreat’geadjusted tax base.

FISCAL YEAR - a 12-month period to which the Annual Budgetligsp The City of Lufkin
Fiscal Year begins on October 1 and ends on Septeath
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FINANCIAL ACCOUNTING STANDARDS BOARD_ (FASB) - The authoritative
accounting and financial reporting standard-settiwogy for business enterprises and not-for-
profit organizations. The FASB is the direct suscesof the Committee on Accounting
Procedure and the Accounting Principles Board. GASB and its predecessors have elected to
apply a number of the FASB’s standards, as wethase of its predecessors, to state and local
governments.

FRANCHISE FEE - a fee paid by public service utilities for udepablic property in providing
their services.

FUND - an accounting entity with a self-balancing sktaocounts that record the financial
transactions for specific activities or governmiemictions.

FUND ACCOUNTING - a governmental accounting system that is orgah&and operated
under funds.

FUND BALANCE - the difference between assets and liabilitieontel in a governmental
fund.

GENERALLY ACCEPTED ACCOUNTING PRINCIPLES (GAAP) - Generally Accepted
Accounting Principles determines through commorctora or as set forth by the Governmental
Accounting Standards Board, Financial Accountingan8ards Board, or various other
accounting standards setting bodies.

GENERAL FUND - the fund used to account for all financial rases except those required to
be accounted for by other funds.

GENERAL OBLIGATIONS BOND (GOB) - bonds that finance a variety of public projects
with the full faith and credit of the City.

GOVERNMENT FINANCE OFFICERS ASSOCIATION (GFOA) - An association of
public finance professionals founded in 1906 asMieicipal Finance Officers Association. The
GFOA has played a major role in the development @odnotion of GAPP for state and local
government since its inception and has sponsore€értificate of Achievement for Excellence
in Financial Reporting Program since 1946.

GOVERNMENTAL ACCOUNTING STANDARDS BOARD (GASB) - The ultimate
authoritative accounting and financial reportingnstard-setting body for state and local
governments. The GASB was established in June 188kplace the National Council on
Governmental Accounting.

GRANT - a contribution by a government or other orgatmirato support a particular function.

INFRASTRUCTURE - the underlying permanent foundation or basimiaork.

INTEREST EARNINGS - the earnings from available funds invested dutire year.

INTERGOVERNMENTAL REVENUES _ - revenues transferred from other governmentd) suc
as grants, entitlements, etc.

LIABILITIES - debts or other legal obligations arising outrahsactions in the past that must
be liquidated, renewed, or refunded at some fulate.
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LONG-TERM DEBT_ - unmatured debt of a government expected to Ipaidefrom
government funds.

MAINTENANCE - all materials or contract expenditures coveri@gairs and upkeep of City
buildings, machinery, equipment, systems, and land.

MATERIALS AND SUPPLIES - materials necessary to conduct departmentalites.

MODIFIED ACCRUAL ACCOUNTING _ - a basis of accounting in which revenues are
recognized in the period in which they become abdé and measurable. Expenditures are
recognized in the accounting period in which thedfliability is incurred.

OPERATING BUDGET - plans of current expenditures and the proposedns of financing
them. Law requires the establishment and use ahanal operating budget.

PART-TIME - employees who work less than 30 hours per weekase not entitled to full-
time employee benefits.

PERFORMANCE MEASURES - Specific quantitative and/or qualitative measuoé work
performed within an activity or program.

PERSONNEL SERVICES - the costs associated with compensating empldgedkeir labor.
This includes salaries and fringe benefits.

PROPERTY TAXES - used to describe all revenues received fromeatirtaxes, delinquent
taxes, penalties, and interest on delinquent tdx@sed according to property valuation and tax
rate.

RESERVE - an account used to indicate that a portion dfired balance is restricted for a
specific purpose.

REVENUE - funds that a government receives as income.

RETAINED EARNINGS - earned surplus or accumulated earnings or ungppted profit.

RISK MANAGEMENT - an organized attempt to protect a government'sets against
accidental loss.

SPECIAL REVENUE FUND - a fund used to account for the proceeds of §pe@venue
sources that are legally restricted to expendittoespecified purposes.

SUNDRY CHARGES - includes items that are not in the supply orntemance category. May
be for services provided by private businesses,liguittilities, contract labor, outside
consultants, or damages against the City.

TAX BASE - the total value of all real and personal propértthe City as of January'ach
year, as certified by the Appraisal Review BoardisTrepresents net value after exemptions.

TAX LEVY_ - the product when the tax base multiplies theréés per one hundred dollars.

TAX RATE - set by council and made up of two (2) componethtit service and operations
rates.
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TEXAS COMMISSION ON ENVIRIONMENTAL QUALITY (TCEQ) - Water and
wastewater placed emitted or extracted from th&e’stavater ways, such as but not limited to,
lakes and streams is governed by this state |¢igislaody.

TEXAS MUNICIPAL RETIREMENT SYSTEM (TMRS) _ - This system is an agency created
by the State of Texas and administered in accosdavith the Texas Municipal Retirement
System Act, Subtitle G of Title 8, government cadea retirement and disability pension system
for municipal employees in the State of Texas. Aglm TMRS is a public trust fund, which has
the responsibility of administering the System atadance with the TMRS Act and bears a
fiduciary obligation to the State of Texas, the T8Rember cities and the public employees
who are its beneficiaries.
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CITY OF LUFKIN

Chart of Accounts
Effective Date: October 1, 2007

10. Personnel Services

10-01:

10-02:

10-03:

10-04:

10-05:

10-06:

10-07:

Supervisor salaries —Supervisors, whether salaried or hourly, includiétione
managers, assistant managers, administrative managepartment heads,
foremen and supervisors. Salaries, including vacgiay, of individuals filling
these types of positions are budgeted and chaoginistaccount.

Clerical salaries- Clerical positions include full-time secretariaiministrative
assistant, clerical (all types), office assistantd office aides. Salaries, including
vacation pay, of individuals filling these types pbsitions are budgeted and
charged to this account.

Operational salaries — Operational positions are non-supervisory prodesd
positions and positions that perform operationgleats for the department and
include accountants, animal officers and attenddints fighters, police officers,
IT technicians, inspections personnel, librariaskslled labor, semi-skilled labor,
laborers, operators, meter readers, electriciand, ather like titles. Salaries,
including vacation pay, of individuals filling thes$ypes of positions are budgeted
and charged to this account.

Maintenance salaries— Maintenance positions are defined as positiorsd th
perform various types of maintenance as opposegetforming operational

functions. These include grounds maintenance, ter@amce mechanic,

equipment operator, skilled labor, semi-skilled dgblaborers and any other
positions that provide maintenance functions. $daincluding vacation pay, of
individuals filling these types of positions aredgeted and charged to this
account.

Part-time/temporary salaries — Part-time/temporary employees are employees
of the City and work less than 40 hours per weela@agular basis. Salary costs
of all employees classified as part-time/temporargy charged and budgeted to
this account. (Does not include contract labor.)

Relief/step-up pay —Relief/step-up pay occurs when an employee ofwelo
payroll rank fills the job a higher payroll rankrfa temporary time frame. This
frequently occurs within the fire department. $aleosts for relief/step-up pay
are charged and budgeted to this account.

Accrued sick leave— Accrued sick leave is sick leave that has beenedabut
not yet taken. It is a liability to the City ansl iecorded at the end of the fiscal
year for each department. Thiswst, however, a budgeted account.
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10-08:

10-09:

10-10:

10-11:

10-15:

Overtime — Overtime is typically defined as hours worked ircess of 40 hours
per week; for fire employees, overtime is hourskedrin excess of 106 hours in a
14-day cycle; and, overtime for police officerdh@urs worked in excess of 160 in
a 28-day cycle. Overtime pay is budgeted and @uhig this account.

Certification pay — Certification pay is additional pay awarded derfaositions
that require advanced training. (Please check Witman Resources for a list of
positions requiring certification.) All certificain pay is budgeted and charged to
this account.

Longevity — Longevity pay represents pay incentive for yearsafvice. An
employee receives $8 per month per year of seraftar his/her first year of
employment. Longevity pay is budgeted and recomehis account.

Sick leave —Sick leave is provided for futime employees absent due to illne
Sick leave isnot budgeted since it cannot be estimated. Whenlsgle is taken,
however, it is charged to this account as opposdtid employee’s home salary
account.

Car allowance —Certain positions receive car allowances eitherabse the
employee uses his/her personal vehicle in conduc@ity business or as a
condition of employment. Car allowance is budgetedl recorded in this
account.

11. Benefits

11-01:

11-02:

11-03:

11-04:

FICA — FICA is the City's contribution/match toward the mayees Social
Security contribution. All employees, with the eption of certain fire civil
service employees, are required to participate anigb Security. The rate of
contribution is computed by multiplying total saldincluding overtime, step-up
and other pay), certificate pay, longevity pay aadallowance by the appropriate
rate as dictated by the Federal Government. AlA-kosts are budgeted and
charged to this account.

Retirement — Retirement is the City's contribution/match towahployees’
retirement, which include§exas Municipal Retirement System (TMRS) and
Firemen’s Pension Fund. The City matches the TMiR$ployee retirement
contribution on a 2 to 1 basis. The City contribntrate fluctuates from year to
year. City contribution rate for Firemen’s Penskeimd is 14% of the firemen’s
gross salary. All City TMRS and Firemen’s Pensiund contributions are
budgeted and charged to this account.

Workers compensation “Workers compensation is the premium cost to thg Ci
for carrying workers compensation coverage on eyg@s. This premium cost is
budgeted and charged to this account.

Health/life insurance — Health/life insurance includes the contribution the
Group Health Insurance Fund from the various depamts of the City for full-
time employee health and life insurance coveragkis is a benefit paid by the
City on behalf of the employee. Health/life insura premiums are budgeted and
charged to this account.
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11-05: Unemployment insurance —Unemployment insurance represents premium cost
to pay the unemployment insurance coverage for @yepk. This account is used
to budget and charge unemployment insurance presiium

11-07: Sick leave incentive —Sick leave incentive is a monetary reward given to
employees for excellent attendance. Amounts paidsick leave incentive are
budgeted and charged to this account

20. Supplies

20-01: Supplies — Supplies are expendable materials used in routiperations.
Included are calculator tape, pens, pencils, coppep envelopes, forms,
computer supplies and software, chemicals, cleanmgdical, animal, shop,
testing, education, recreation and like items. #dipplies are budgeted and
charged to this account.

20-03: Food supplies -Food supplies represent foodstuffs to be consumdae course
of business. They include coffee, water, soft ld&jnfoods purchased for
consumption at City meetings or functions, mealsdosoners at work. Food
supplies purchased and consumed under these guisleire budgeted and
charged to this account. Meals consumed whileetnag on city business are
charged to account 50-06, Travel and Training.

20-04: Uniforms — Uniforms include City provided work, fire andlppe uniforms as
well as uniform allowances for employees requiredvear uniforms. Uniform
costs are budgeted and charged to this account.

20-06: Motor vehicle fuel - Motor vehicle fuels include gasoline and diesetlsu
consumed by the City's fleet in the execution df @uties. Motor vehicle fuel is
budgeted and charged to this account.

20-17: Books — Books, in this account, represents books, puldticai periodicals,
newspaper and other printed materials used indh@al course of business. (Not
included in this account are legal and professiamdilimes, and library patron
books — the value and purpose of which extends immagry years.) Books meeting
these criteria are budgeted and charged to thmuatc

20-21: Equipment — Equipment includes office, communications, techhioperational
and maintenance equipmenbt meeting capitalization criteria. It includes
items such as printers, calculators, hand toolsallsmotors, shop equipment,
telephone equipment, engineering tools and equipmdeasks, chairs, file
cabinets, credenzas, equipment, park maintenangeregnt, Zoo animals, etc.
Equipment items are budgeted and charged to thzuat.

40. Machinery/Equipment Maintenance

40-01: Buildings maintenance - Buildings maintenance includes the repair and
maintenance of City buildings as opposed to capitafovements. Items include
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40-02:

40-03:

40-04:

40-05:

40-18:

40-20:

painting, lumber for repair, window glass, eledtiaepair, roof repair, etc
Buildings maintenance items are budgeted and ctdoghis account.

Machinery/equipment maintenance —Machinery and equipment include the
maintenance and/or repair of office, constructiamd dield machinery and

equipment such as backhoes, graders, and otheroaff- machinery and
equipment; bush hogs and mowers, calculators, ril&ftors, guns, air packs,
power hand tools; fixed machinery and equipmenthsas tub grinders,

chlorinators, generators, time clocks, satelliteesos, kitchen equipment, air
conditioners. This account also includes parts ammintenance agreemen

Machinery/equipment repair and maintenance is bdgend charged to this
account.

Structures maintenance — Structures maintenance includes repair and
maintenance to structures (as opposed to capit@iomements) such as water &
sewer lines, streets, bridges, sidewalks, parkis, idrainage, pools, ball fields,
tennis courts and other similar structures (Dodsnwude buildings). Structures
maintenance items are budgeted and charged tadbigint.

Motor vehicles —Motor vehicles includes the maintenance and/oairegosts to
licensed, on-road vehicles such as scheduled aschaduled maintenance and
repair, parts and supplies as well as commerciphire. Motor vehicles
maintenance/repair is budgeted and charged t@taisunt.

Furniture/fixtures maintenance — Maintenance and/or repair, including parts
and supplies, performed on chairs, desks, filingregts, lighting fixtures, water
heaters, signs and other building fixtures areuidbet! in this account. Items and
activities meeting these criteria are budgeteddnadged to this account.

Telephone/communications equipment maintenance - Telephone/com-
munications equipment includes maintenance andirregfa phone systems,
cellular phones, pagers, faxes, modems, mobil®sadivs, cameras, VCRs, tape
recorders, other similar equipment as well as reaBrtice agreements on such
equipment. Telephone/communications equipment t@@@mce is budgeted and
charged to this account.

Computer equipment maintenance-This account includes maintenance and/or
repair of desktop, laptop, mainframe, and netwasknguters; servers, routers,
wireless antennas, lines, switches, (personal ctempprinters, scanners, and
other equipment associated with computer equipmenit also includes
maintenance agreements for both hardware and geftw@&omputer equipment
maintenance is budgeted and charged to this account

40-21: Reproduction equipment maintenance -Reproduction equipment includes
copiers and combination copier/printer/scanneriapipment that are usually
stand-alone pieces of equipment. Costs associdtadhve maintenance, repair of
reproduction equipment, as well as maintenanceeaggats are budgeted and
charged to this account.

50. Services
50-01: Communication services= Communication services include monthly charges for

telephone service (including long-distance), pagegbular phones, telegraph and
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50-02:

50-04:

50-06:

50-12:

50-13:

50-14:

50-20:

50-21:

50-22:

50-23:

50-24:

messenger service. Costs of communication serai@ebudgeted and charged to
this account.

Equipment rental — Equipment rental includes the cost of renting eqyipment
on a recurring basis for a fee. It also included &dlowance provided by the City
to mechanics. Office, construction and field equat such as copiers, printers,
backhoes, tractors, etc. are budgeted and chasgbdstaccount.

Special services —Special services include accounting, legal, ereging,
insurance, advertising, medical exams, backgroledlcs, license checks, permit
renewals, recording deeds, sports officials cohBanvicesspecial investigations,
jury duty, court costs, temporary personnel sesyiganitorial services, space
rental, landscape services and other similar sesvicThe cost of special services
is budgeted and charged to this account.

Travel and training — Travel and training includes transportation, regison,
meals, lodging and incidentals associated withiredyob training, professional
conferences and similar job related events. That cassociated with
travel/training, as well as local mileage reimbuomsat for business use of
personal vehicle is budgeted and charged to tluisuatt.

Freight and delivery service —Freight/delivery service includes transportation
costs associated with product delivery to the G@B shipping point, FedEX,
UPS and other similar services. The cost of freighd delivery service is
budgeted and charged to this account.

Dues and subscriptions - Professional membership dues in work related
organizations and subscriptions to professionalligations are budgeted and
charged to this account

Landfill charges — Charges incurred to dispose of solid waste at than€
landfill are budgeted and charged to this account.

Water service —Water service includes water utility service pomd by the City
or other potable water provider, the cost of whigbudgeted and charged to this
account.

Sewer service- Sewer service includes the sewer treatment sepriovided by
City sewer treatment facilities. Costs incurred &mwer treatment service is
budgeted and charged to this account.

Sanitation service —Sanitation service consists of solid waste and dlewy
pickup services. Costs incurred for sanitatiorvises are budgeted and charged
to this account.

Electric service —Electric service includes electric power, metes setd related
services provided by electric power companies. tCogurred for these services
are budgeted and charged to this account.

Heating fuel service —Costs incurred for natural gas, propane, butamleosmer
heating fuel service are budgeted and chargedg¢@ticount.
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60. Other Charges

60-01: Contributions, gratuities and rewards —Items such as donations, contributions,
prizes, and floral arrangements are budgeted aadjed to this account

60-04: Judgments and damages Judgments and damages include payment of legal
judgments awarded against the City and damagesofmeqy by the City either
negotiated or awarded by the courts. Costs induie judgments and damages
are budgeted and charged to this account.

60-08: Other charges - This account includes miscellaneous charges notraise
classified. Costs of this nature are budgetedcaiadged to this account.

60-50: Bad debts -Bad debts are debts, notes and/or accounts rbbdesvahat are
judged to be uncollectable. Bad debts should géted and charged to this
account.

60-55: General & administrative charges —General and administrative (G&A) charges
represent services provided by departments of one Eo departments of another
Fund. G&A charges are budgeted and charged $atidount.

60-90: Depreciation expense -Depreciation expense represents the amortizafidineo
cost of an asset over its useful life. Deprecratexpense is budgeted and
recorded to this account.

70. Debt Service

70-01: Lease payment - principal -This account is used to record the principal partio
of a lease purchase payment.

70-02: Lease payment - interest This account is used to record the interest poiioa
lease purchase payment.

70-03: Debt service - principal -This account is used to record the principal portf
a debt service payment.

70-04: Debt service - interest -This account is used to record the interest portiba
debt service payment.

72. Transfer Accounts

72-01: General Fund -This account is used to record transfers to thee@d Fund

72-02: Special Recreation Fund -This account is uset record transfers to the Special
Recreation Fund.

72-03: 1998 Tax & Rev CO's- This account is used to record transfers to tr83 IPax
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72-09:

72-17:

72-20:

72-21:

72-23:

72-24:

72-30:

72-45:

72-53:

72-54:

72-81:

72-82:

72-48:

72-80:

& Revenue Certificates of Obligation Fund.

Park Improvement Fund - This account is used to record transfers to th& Pa
Improvement Fund.

Insurance Loss Fund -This account is used to record transfers to tlserbmce
Loss Fund.

Civic Center Fund - This account is used to record transfers to thec@enter
Fund.

Group Hospital Insurance Fund -This account is used to record transfers to the
Group Hospital Insurance Fund.

Home Grant Fund - This account is used to record transfers to the ¢l@rant
Fund.

Animal Control-Kurth Grant - This account is usetb record transfers to the
Animal Control Kurth Grant Fund.

Street Construction Fund -This account is used to record transfers to theeBt
Construction Fund. (Street Const Fund)

Revenue Bond Debt Service Fund This account is used to record transfers to
the Revenue Bond Debt Service Fund (Rev Bad DebF8ud).

Asbestos Pipe Replacement Fund Fhis account is used to record transfers to
the Asbestos Pipe Replacement Fund (Asbestos Riplaéement Fund).

1997 Water & Sewer Improvements Fund -This account is used to record
transfers to the 1997 Water & Sewer ImprovementsdF(1997 Water & Sewer
Improvement Fund).

Water Construction Fund - This account is used to record transfers to theeYWa
Construction Fund (Water Const Fund)

Sewer Construction Fund -This account is used to record transfers to thecfe
Construction Fund (Sewer Const Fund).

Solid Waste Renewal & Replacement Fund This account is used to record
transfers to the Solid Waste & Recycling Renewal Beplacement Fund.

Water/Wastewater Renewal & Replacement Fund This account is used to
record transfers to the Water/Wastewater RenewhRaplacement Fund.

80. Land & Improvements

80-01:

80-02:

Land — This account is used to budget and record thehpse of land and
associated costs such as appraisals, negotiatsunsieys, abstracts, deed
recordings, etc.

Improvements other than building — Improvements other than buildings
include grading, leveling, inspections, firsbdding, plantings, terracing, ef
Expenditures associated with these items are bedgahd charged to this
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80-03:

account.

Engineering & design — Engineering and design includes architectural,
engineering and design services associated witlsteation and purchase of

capital assets. Expenditures for these servicedbuadgeted and charged to this
account.

81. Buildings and Structures

81-01:

81-02:

81-06:

81-08:

81-10:

81-11:

81-13:

81-14:

Buildings — Buildings includes major repair and/or constructed new buildings
that meet the City’s capitalization policy. Buidis also include structures
enclosing pumps, wells or electrical equipment, gt the equipment
Expenditures for buildings are budgeted and chargéhis account.

Streets, structures - Streets, structures include streets, roadways,gésid
culverts, sidewalks and associated items. Expereditof this nature are budgeted
and charged to this account.

Drainage improvements —-Drainage improvements include storm sewers, drains,
detention ponds and other items associated withtitwesfer and control of
rainwater. Costs associated with drainage impr@&regm are budgeted and
charged to this account.

Utility relocation — Ultility relocation includes relocation of wategveer, electric
and other utility lines. Expenditures of this matare budgeted and charged to
this account.

Water storage facilities — Water storage facilities include ground and afest
water storage tanks, supports, foundations, bgkjioutbuildings. This account
does not include piping, pumping and other equignrequired for storage
construction. Costs associated with water stofagdities are budgeted and
charged to this account.

Water treatment facilities — Water treatment facilities include buildings]diog
structures, piping, retaining structures, purificatstructures; does not include
equipment. Costs associated with water treatmagititfes, i.e. buildings and
structures, are budgeted and charged to this atcoun

Water transmission, distribution lines — This account includes transmission and
distribution lines used to transport potable wdtem water wells to treatment
facilities, and from treatment facilities to endets The cost includes the ditch
digging, preparation, laying of the line, presstasting, covering and other costs
necessary to deliver potable water from the sodocéhe end user, whether
performed by force labor or contractor. All cosdssociated with water
transmission and distribution line construction btglgeted and charged to this
account.

Water wells — Costs of water wells includes platform consinurgt drilling

rigging, outbuildings and other items associateith whe building and structure of
water wells, but does not include the equipment arathinery necessary for
operation. Costs meeting this definition are bued@and charged to this account.
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81-16:

81-17:

81-30:

81-40:

Wastewater treatment facilities — Wastewater treatment facilities include the
buildings, holding ponds and structures, treatnsémnictures. Not included in this
account is machinery and equipment attached tosthectures and buildings
necessary for operation. Costs meeting this defmiare budgeted and charged
to this account.

Sewer collection lines- Sewer collection lines includes the cost oftdioyging,
preparation, laying of the line, pressure testamyering and other costs necessary
to transport wastewater from the source to thetrtreat facility, whether
performed by force labor or contractor. Costs megehis definition are budgeted
and charged to this account.

Sewer lift stations— Sewer lift stations include the station struetand all costs
associated with its construction. It does notudel machinery and equipment
necessary for operation of the lift station. Adilsts meeting this definition are
budgeted and charged to this account.

Other — This account is used to record all buildings atrdcsures that do not

meet the definitions of other Buildings and Struetuaccounts, and includes
structures such as swimming pools, tennis courgskipg lots, playground

equipment, etc. Costs meeting this definition lawelgeted and charged to this
account

82. Machinery and Equipment

82-01:

82-02:

82-04:

82-06:

82-08:

Furniture and fixtures - Furniture and fixtures used in this context ariengel as
equipment, and include desks, chairs, credenzalgstand similar items meeting
the City's capitalization policy. Costs meetingstldefinition are budgeted and
charged to this account.

Machinery and equipment - Machinery and equipment include off-road
machinery and equipment, i.e. backhoes, gradersh ogs, tractor mowers;
fixed machinery, i.e. tub grinders, generators, psinoffice equipment, i.e. paper
shredders, calculators, copiers. This account do&s include water and

wastewater treatment machinery and equipment opaten equipment (meeting
capitalization policy), which are covered in ottemcounts. Costs meeting this
definition are budgeted and charged to this account

Motor vehicles - Motor vehicles include licensed on-road vehicleschs as
automobiles, dump trucks, pickups, tractor-trarigis, etc. Costs meeting this
definition are budgeted and charged to this account

Water system equipment— Water treatment equipment include all machinery
and equipment necessary to produce, treat and gavater to meet potable water
standards and includes pumps, chlorinators, aasifigauges, etc. Costs meeting
this definition are budgeted and charged to thi®ant.

Wastewater treatment equipment- Wastewater system equipment includes all
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82-12:

82-13:

82-14:

82-28:

85-99:

machinery and equipment necessary to convey arad wastewater to meet
TNRCC standards and includes pumps, chlorinatdasifiers, digesters, gauges,
etc. Costs meeting this definition are budgetati@drarged to this account.

Meters & sets— Meters and sets include the cost of settingrtbgers and boxes,
including material and labor. Costs of meters setd are budgeted and charged
to this account.

Communications equipment —Communications equipment includes purchase
and installation costs of communication systemseffteone, computer, radio
frequency) and individual equipment exceeding edigation criteria. Costs
meeting this definition are budgeted and chargetiisoaccount.

Software — Software meeting the City’s capitalization crigedre to be budgeted
and charged to this account.

Books— Books include legal volumes, patron library baolections, rare book
collections and other volumes and collections thegét the city’s capitalization
policy. Items meeting this definition are budge#ed charged to this account.

Reclassification to PP&E -This account is used to reclassify fixed assatsfr

various funds to fixed assets in the fixed assetesy, and is used only by the
accounting department.
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CITY OF LUFKIN
Five-Year Personnel History

Fiscal Fiscal Fiscal Fiscal Fiscal
Department 2004 2005 2006 2007 2008
General Government
Full Time 2 2 2 2 2
Part Time 0 0 0 0 0
Total 2 2 2 2 2
Administration
Full Time 2 2 2 2 2
Part Time 0 0 0 0 0
Total 2 2 2 2 2
Accounting
Full Time 9 8 7 7 8
Part Time 0 0 0 0 0
Total 9 8 7 7 8
Municipal Court
Full Time 5 5 5 5 6
Part Time 0 1 1 1 0
Total 5 6 6 6 6
Human Resources
Full Time 3 4 4 4 4
Part Time 0 0 0 0 0
Total 3 4 4 4 4
Municipal Building
Full Time 1 1 2 2 2
Part Time 0 0 0 0 0
Total 1 1 2 2 2
Information Technology
Full Time 4 4 4 4 4
Part Time 0 0 0 0 0
Total 4 4 4 4 4
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CITY OF LUFKIN

Five-Year Personnel History

(Continued)
Fiscal Fiscal Fiscal Fiscal Fiscal
Department 2004 2005 2006 2007 2008
Purchasing
Full Time 1 0 0 0 0
Part Time 0 0 0 0 0
Total 1 0 0 0 0
Police
Full Time 101 100 97 98 100
Part Time 0 0 1 0 0
Total 101 100 98 98 100
Fire
Full Time 88 85 82 82 82
Part Time 0 0 0 0 0
Total 88 85 82 82 82
Inspection Services
Full Time 8 8 8 8 8
Part Time 0 0 0 0 0
Total 8 8 8 8 8
Assistant City Manager
Full Time 2 2 2 2 2
Part Time 0 0 0 0 0
Total 2 2 2 2 2
Animal Control
Full Time 9 9 9 9 9
Part Time 0 0 0 0 2
Total 9 9 9 9 11
Engineering
Full Time 8 8 7 7 7
Part Time 0 0 0 0 0
Total 8 8 7 7 7
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CITY OF LUFKIN

Five-Year Personnel History

(Continued)
Fiscal Fiscal Fiscal Fiscal Fiscal
Department 2004 2005 2006 2007 2008
Streets
Full Time 33 33 32 34 34
Part Time 0 0 0 0 0
Total 33 33 32 34 34
Parks
Full Time 19 20 20 20 20
Part Time 10 22 11 6 6
Total 29 42 31 26 26
Fleet Maintenance
Full Time 5 5 5 7 7
Part Time 0 0 0 0 0
Total 5 5 5 7 7
Planning
Full Time 3 3 3 3 3
Part Time 0 0 0 0 0
Total 3 3 3 3 3
Community Development (Main Street
Full Time 2 2 2 2 2
Part Time 0 0 0 0 0
Total 2 2 2 2 2
Ellen Trout Zoo
Full Time 21 21 21 22 23
Part Time 2 2 2 2 2
Total 23 23 23 24 25
Kurth Memorial Library
Full Time 8 7 7 7 7
Part Time 9 10 9 9 9
Total 17 17 16 16 16
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CITY OF LUFKIN

Five-Year Personnel History

(Continued)
Fiscal Fiscal Fiscal Fiscal Fiscal
Department 2004 2005 2006 2007 2008
Utility Collections
Full Time 13 13 13 13 13
Part Time 0 0 0 0 0
Total 13 13 13 13 13
Water Utilities
Full Time 19 19 19 19 20
Part Time 0 0 0 0 0
Total 19 19 19 19 20
Water Production
Full Time 2 0 2 1 1
Part Time 1 1 1 0 0
Total 3 1 3 1 1
Wastewater Treatment
Full Time 20 20 21 21 21
Part Time 2 2 1 1 1
Total 22 22 22 22 22
Sewer Utilities
Full Time 20 20 20 21 21
Part Time 0 0 0 0 0
Total 20 20 20 21 21
Solid Waste
Full Time 24 26 26 24 25
Part Time 0 0 0 0 0
Total 24 26 26 24 25
Recycling
Full Time 7 10 10 9 8
Part Time 4 0 0 0 8
Total 11 10 10 9 16
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Recreation CITY OF LUFKIN
Five-Year Personnel History

(Continued)
Fiscal Fiscal Fiscal Fiscal Fisal
Department 2004 2005 2006 2007 2008
Civic Center
Full Time 7 7 7 7 7
Part Time 0 0 0 0 0
Total 7 7 7 7 7
Civic Center
Full Time 7 7 7 7 7
Part Time 0 0 0 0 0
Total 7 7 7 7 7
Total Full Time 445 445 441 444 450
Total Part Time 28 38 26 19 28
Total Employees 473 483 467 463 478
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