Minutes
Special Meeting
August 25, 2009

On this 25" day of August 2009, at 7:00 p.m., the City Council of the City of Devine
convened in a Special Meeting/Budget Workshop, the same being opened to the public at
their regular meeting place, thereof at City Hall, 303 S. Teel Drive, Devine, Texas. Notice of
said meeting having been prescribed in Chapter 551, Government Code and Vernon’s Texas
Codes, Annotated, and the following members thereof, being present:

Mayor Jerry Beck

Alderman John Ramirez
Alderman Frank Cortez, 111
Alderman David Espinosa
Alderman Hal Lance
Alderwoman Marina M. Antu

Thus, constituting a quorum.

Personnel Present: Dora V. Rodriguez, Interim City Administrator/City Secretary; Ofilia
Pedroza, Assistant City Secretary; Nancy Pepper, City Treasurer; Rob Flores, Chief of Police;
Kandy Benavides, Police Lieutenant; Billy Grote, Director of Public Works; Ismael Carrillo,
Superintendent of Public Works; Barbara Moore, Library Director; and Cassandra
Maldonado, Municipal Court Clerk.

Others present: Sandy Herrera - Devine News; and James LaCombe - Medina Valley Times;
Renee Frieda, Devine TX; Andrew Paul Blouet, San Antonio TX; Ernest Munoz, Frost Bank
Insurance; and Julian Fontana, TML.

Mayor Jerry Beck, presiding, declared the meeting opened.

Alderwoman Antu arrived at 7:02 p.m.

The first order of business was the Executive Session: Pursuant to Provision of the Open
Meeting Law §551.071 through §551.076, §551.086, §551.087 Texas Government Code,
(Consultation with Attorney, Deliberation Regarding Real Property, Deliberation Regarding
Prospective Gift or Donation, Deliberation regarding Economic Development Negotiations
and Personnel Matters).

a. §551.074 — Personnel Matters — Interviews for City Administrator

At 7:04 p.m., Mayor Beck announced to the public that the Council would go into a Closed
Session. At 8:00 p.m., Closed Session was opened to the public.

No action was taken.
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The second order of business was to Reconvene into Regular Session and Consider Action,
if any, on items discussed in Executive Session.

No action was taken.

The third order of business was to discuss and consider accepting recommendation for
Major Medical and Life Insurance from the Insurance Committee.

Major Jerry Beck read letter from the Insurance Committee out loud, in which they were
recommending to go with TML this year for major medical insurance and with Guardian
Life for the life insurance. The Insurance Committee consisted of Ofilia H. Pedroza,
Assistant City Secretary; Ismael Carrillo, Superintendent of Public Works; Kandy Benavides,
Police Lieutenant; and Cassandra Maldonado, Municipal Court Clerk.

Mtr. Ernest Munoz, Vice President of Frost Bank Insurance, asked if he could address the
Council. He told Council he’s actually been the insurance broker and advisor for the City of
Devine for the last 10 years. He presented City Council with a letter of recommendation
from another municipality and put together an analysis with two exhibits. Mr. Munoz told
Council he had been made aware of the insurance committee’s recommendation, the week
before. He said he meant no disrespect to the insurance committee or anyone involved in
making the decision; however, he wouldn’t be doing his fiduciary duty in representing the
City of Devine employees to not make it available for Council to review other options with
significant savings. He said he would respect whatever decision Council makes. Mr. Munoz
also stated that he knew it wouldn’t be popular for him to go against the recommendation of
the insurance committee; however, he said that is what he does for a living. He then
proceeded to show Council several plans and how they could save the City approximately
$20,000.

Alderman Cortez inquired if the insurance committee had not looked at these plans before.
Insurance Committee member Kandy Benavides told Council that this is the first time they
were seeing this. Interim City Administrator Dora V. Rodriguez explained that this is what
Ernest prepared for Council tonight, but the committee does have what he presented in his
proposal when they opened the bids. Alderman Cortez inquired if it didn’t have the
differences on it. Interim City Administrator Dora V. Rodriguez stated that the committee
was given all of this and they did look at all of it.

Mr. Munoz told Council that the plan the committee selected with TML has a $1,500
deductible and a $5,000 out of pocket. He said his plans did not have that much out-of-
pocket. He spoke of Aetna, United HealthCare and Blue Cross all being very viable with
TML, and all being richer plans. He said United HealthCare and Blue Cross’ rates were
guaranteed but Aetna would have to go through an underwriting process to find out the
guaranteed rates. Mr. Munoz told Council that his thinking was that the committee did not
want to go through the process of filling out a health application with Aetna. He said that in
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his professional opinion, for a $20,000 savings, he thinks we should take the time to
complete this application to find out what the rates would be.

Accountant Nancy Pepper told Council that the Insurance Committee did in fact save the
City between $22,000 to $25,000 by going with TML. She also told Council that City
Financial Advisor, Phil Sagebiel, highly recommends that we change over to TML.

Alderman Cortez stated that this was a lot of information presented by Ernest Munoz and
there was no way he would be able to go through this in 10-15 minutes; it would take too
long to review. Interim City Administrator Dora V. Rodriguez told Council that the
Committee was told what to look at in order to come in lower than the current rates with
Humana, and still come in below budget; but at the same time they knew to look at the
whole picture to choose what was best for the employees.

Mtr. Munoz continued to talk about the Aetna product in detail, and spoke of co-pays
p > p pays,
prescriptions, out-of-pockets, pre-existing conditions, and dependent rates.

Lieutenant Kandy Benavides stated that the Insurance Committee members sat for hours
reviewing a lot of plans that were presented to them. She said they looked at deductibles,
out-of-pocket, co-pays and also prescription rates. She stated that the employees are
concerned with doctor visit co-pays and prescription co-pays. So, all of this was taken into
consideration.

Both Alderman Cortez and Alderman Ramirez inquired what it was about TML that we
liked. Lieutenant Benavides said that the committee was sold on their prescription plan; she
said the other companies cannot beat their prescription plan.

Mr. Munoz also spoke about the prescription levels with his health plans. He told Council
that in his opinion, the Insurance Committee wasn’t privy to enough of this information. In
closing, Mr. Munoz told Council that he thinks his recommendations have always been on
target. He said he values our business and values our relationship.

Mr. Julian Fontana, from TML, addressed Council next. He told Council that Mr. Munoz
has done a fine job in representing the City of Devine. He said the City went out for bids
and TML responded to that bid. And, he said, the Insurance Committee did their job. He
said they reviewed the plans carefully; a lot of research and diligence was done by the
committee in regards to making phone calls and asking questions about the benefits. He
said he felt the Committee had a good understanding of what they were looking at as they
were trying to find out what the best value was for the employees.

Mr. Fontana said TML-IEBP represents over 700 municipalities across Texas. He said they
were established in 1979and they are a not-for-profit organization that is owned by its
members. He explained that each year, as they manage their business, if there are excess
contributions to their plans, those are returned to the members in the forms of premium
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credits, or they will offset our rate increases. He told Council that 71% of TML-IEBP
members (cities) did not get a rate increase this plan year; many received rate decreases. Mr.
Fontana mentioned that TML is in alliance with United HealthCare and they use them for
their Options PPO network access.

Mr. Fontana discussed TML’s prescription plan and explained that we would be able to go
to any participating pharmacy and get generic drugs for a $10.00 co-payment and brand
name drugs for $38.00. He explained they also have a special arrangement with
Caremark/CVS Pharmacies, and if we go to a CVS Pharmacy, generic drugs have a $0 co-
pay for a 34-day supply, and it would only cost $9.00 for a generic 90-day supply. He said
brand name drugs will still have a co-pay of $38.00. This prescription plan is what sold the
committee members to TML.

Mr. Fontana discussed some more of the benefits such as Preferred Labs at no cost to the
employee; the Healthy Initiatives Wellness Incentive Program; and Healthy Initiatives
Screenings at no cost. The Insurance Committee also liked these programs for the
employees.

Interim City Administrator told Council that once your foot is in the door with TML, they
will not drop us. Lieutenant Kandy Benavides told Council that the committee also looked
at Aetna, but we knew their rates were not guaranteed. She said it was a lot for the
committee to consider because we had so many things to look at. She told Council that last
year we chose not to go with TML; we stayed with Humana. But, this year we wanted an
opportunity to try TML and see if it works for us; if it doesn’t work, we may try something
else next year.

Ofilia Pedroza, Assistant City Secretary, stated that the plan which the committee selected
has a $1,500 deductible and $5,000 out-of-pocket. She asked Mr. Fontana to explain in
detail how this works because the $5,000 out-of-pocket may scare some people. She said
some people may be thinking that the plan doesn’t pay unless we put out $5,000. Mr.
Fontana explained that the Plan has an office visit co-pay and it has a prescription drug co-
pay. He explained that for 80% of the people that are not going to be hospitalized or have
surgery or a major claim, they’re not going to have a deductible or co-insurance per se. He
said that in any plan you have, once you have a hospitalization or major surgery, the typical
services that are applicable to the deductible; once you meet that deductible, the plan starts
paying its co-insurance percentage. So, after the $1,500 deductible is met, the plan starts
paying at 90% and the employee will be responsible for 10%. He said they would need to
have a $50,000 claim to use up all of that 10% co-insurance.

Mayor Beck stated that the insurance committee has made their selection and the key thing
is that if we don’t like it, we can always change next year. Mayor Beck added that he hopes
one of the Council members would be able to sit on the insurance committee next year. The
Insurance Committee welcomed the idea.
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Discussion was held on dependent rates and more discussion was also held on office co-
pays. With TML you have only one office co-pay, but with most others, you have two
separate co-pays; one is for a regular doctor and another for specialists.

Assistant City Secretary Ofilia Pedroza again pointed out that the committee did look at
everything, and during our research realized that the bulk of the usage was going to be with
office visits and prescriptions, and that alone would be a big benefit to our employees if we
went with TML. She said even though Mr. Munoz was showing overall comparison savings
through his plans, every one of his plans still had higher prescription rates which we felt
were too high for the employees. She also mentioned that TML would require an Interlocal
Agreement to sign on with them.

Motioned by Alderman Espinosa, seconded by Alderwoman Antu to accept the Insurance
Committee’s recommendation, and to authorize and execute an Interlocal Agreement with
TML for major medical insurance, effective October 1, 2009.

Interlocal Agreement attached as Exhibit A; TML Rates attached as Exhibit B.

Ayes - Three
Nays - Two (Alderman Lance,
Alderman Ramirez

Motion carried.

Council overlooked making a motion on the Insurance Committee’s recommendation for
Life Insurance. Council apologized to Mr. Munoz.

Motioned by Alderman Cortez, seconded by Alderman Lance to accept the Insurance
Committee’s recommendation to change life insurance from SunlLife to Guardian Life
Insurance, effective October 1, 2009.

Ayes - All
Nays -- None

Motion carried.

The fourth order of business was to consider adopting an ordinance under Chapter 94-
Tratfic-prohibiting the use of cell phones in the school crossing areas.

City Council reviewed ordinance. Interim City Administrator Dora V. Rodriguez told
Council that according to Mr. Juan Billalobos, TxDOT will take care of all the signs that
need to be installed on Highway 173. She said the City will take care of our streets. Mr.
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Billy Grote, Director of Public Works told Council that the City is getting nine signs at
$25.00 a piece.

Motioned by Alderman Cortez, seconded by Alderman Espinosa to adopt Ordinance 08-
09A under Chapter 94-Traffic-prohibiting the use of cell phones in the school crossing areas.

Ordinance 08-09A attached as Exhibit C

Ayes - All
Nays -- None

Motion carried.

The fifth order of business was to discuss and consider approving agreement between
TxDOT and City of Devine for City Pride Sign.

Ofilia Pedroza, Assistant City Secretary, explained that this was a Chamber of Commerce
Project. The signs have already been made by the Chamber of Commerce, and they are
currently being held at the animal shelter. She explained that the Chamber started this a long
time ago and when the Chamber presented it to the City in July 2008, we went ahead and did
this agreement but it was not done according to proper procedures. There’s been a lot of
mix-up between the Chamber and the City. We found out that there were other steps
involved and the first agreement was; therefore, denied by TxDOT. We have since gotten
together with Juan Billolobos with TxDOT, and he has given us some guidance on the
proper procedures to take. However, because this agreement was signed over a year ago,
TxDOT needs a fresh agreement signed again.

Discussion was held on the location of the signs. One sign will be replacing the AEP sign
by the high school, and the other sign will be by Valley Mart near IH-35; both signs will be
on State Highway 173.

Motioned by Alderman Cortez, seconded by Alderman Ramirez to approve City Pride Sign
Agreement between TxDOT and the City of Devine.

City Pride Sign Agreement attached as Exhibit D.

Ayes - All
Nays -- None

Motion carried.

BUDGET WORKSHOP
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Insurance Rates - Alderman Cortez stated that he noticed we were able to tighten the budget
some more and now we’re able to go back and put money in other areas, like street
maintenance, and giving the Chamber money. Accountant Nancy Pepper explained that
was because of the insurance savings. He said he wished we would’ve had the insurance
rates at the very beginning so they could be plugged in to the budget. Interim City
Administrator Dora V. Rodriguez and Accountant Nancy Pepper explained that when we
first do the budget, it’s done with current rates because we don’t get the insurance rates until
a lot later. Discussion was held on insurance companies not releasing any information until
60 days prior to the renewal date. Alderman Cortez asked if it was possible to move the
renewal date forward. Interim City Administrator Dora V. Rodriguez stated that it used to
be November 1%, but we’ve already moved it to October 1™ to match our fiscal year and to
get everyone enrolled on time. Accountant Nancy Pepper commented that part of the
reason also is that insurance companies only guarantee rates for a certain period of time, and
so that limits the advanced amount of time that we have to be able to get the rates.

Accountant Nancy Pepper told Council that we had substantial savings on the insurance,
and it affected every department. She said in the General Fund alone, it was almost $20,000.
Because of the savings in these areas and because we have tightened so much in some areas,
we were able to go back in and put a little more money in areas such as the Telephone line
item (so the new city administrator will have a telephone). We were also able to put more
money in Streets; we now have $30,000 in Streets. She told Council that nothing was set in
stone, and if they wanted to make changes, they can still do so.

Chamber of Commerce - Council held discussion on the Chamber of Commerce. Alderman
Lance inquired if we’ve ever received any financial statements from the Chamber. We only
received some awhile back. He said he fully supports the Chamber but he would like to see
some statements just so we can see where the money is going. Alderman Lance wants to
know how much they are behind in their payments to the IRS for their payroll taxes. She
said that in the past two years, we’ve given them $5,900; $5,500; $8,800 last year; and $4,500
this year. Accountant Nancy Pepper said this year, we put in $1,500 for the Chamber.
Alderman Cortez expressed concern that the Chamber will use the money for things that
they are behind on (such as taxes). He would like to see an agreement that they use the
money we give them strictly for the Fall Festival. Council agreed that is what they’re
supposed to use it for. Interim City Administrator Dora V. Rodriguez told Council that
when they give them the $1,500.00, they need to tell them they need to produce receipts on
what they used the $1,500.00 for on the Fall Festival.

Hotel/Motel Tax — Accountant Nancy Pepper stated that we’re responsible for keeping a
chart that itemizes what the City has used the Hotel/Motel tax for also. She said since we
provide the telephone, grants, maintenance, a portion of the insurance, and anything that
we’re using for providing the Chamber with an office can be taken out of the Hotel/Motel
tax because it is for bettering the City of Devine also. She said we are allowed to keep some
of that tax money because of some of the things that we provide the Chamber, and we have
to show that we have a right to keep it.
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Interim City Administrator Dora V. Rodriguez told Council that the new City Administrator
will also be using more of the Hotel/Motel tax because of economic development; they’re
going to be bringing more businesses in.

COLA — Only a 3% COLA was budgeted; no merit. Alderman Lance suggested that we call
it something else but was told that we can’t do that; we can’t re-name it.

Accountant Nancy Pepper stated that City Financial Advisor Phil Sagebiel is happy with the
budget; he just wanted to see the zero balance. She stated that we don’t anticipate putting
anything more in Reserves unless we were to come in under budget.

DIRECTION FROM COUNCIL:

Animal Control Truck — Chief Flores reported that he should be able to finish getting the
truck ready this fiscal year rather than next fiscal year. He said it should be less than $1,000.
So, we can take the truck completely out of the budget.

Health and Sanitation — This has Garbage and Animal Control. Accountant Nancy Pepper
told Council that this will be split. She said we’re going to put Animal Control as Animal
Control, and we’re going to make another department that will be just be Health and
Sanitation (which is the Garbage).

Gas — Interim City Administrator informed Council that J.J. from West Texas Gas had left
her a message and sounded very excited. He said they are very interested in buying our gas
system. He will be coming down to meet with us.

Interim City Administrator told Council that we need to have a meeting on Tuesday because
we have to call for a Public Hearing on the taxes and on the proposed budget.

Council was okay with the budget. Council thanked the Insurance Committee for all the
hours and hard work they spent on selecting the insurance, and they said that next year there
will definitely be a councilman on their committee.

There being no further business to come before the governing body, Alderman Espinosa
motioned to adjourn the meeting.

Mayor

City Secretary



