September 8, 2005

The Honorable Mayor, and City Council

City of Taylor, Texas

Dear Mayor Hill, Mayor Pro-Tem Mc Donald and Members of the City Council:

Presented herewith is the proposed budget for fiscal year October 1, 2005 through September 30, 2006. This document contains the proposed revenue and expenditure estimates for General Government Funds, Proprietary or Business Type Funds and a single Trust and Agency Fund. This culminates a budget process that began on May 18, 2005.

Assumption made in the preparation of the FY05-06 proposals was that the economy will continue to improve slowly over the next four quarters. Prudent financial management in these times calls for restraint in planning to expand, improve or add new public services. As you will see, the program for public services proposes to hold the line with current programs. As for personnel, staff is recommending the replacement of personnel whose positions were frozen, not hired, during FY2004-05. An attempt is being made with Police and Fire personnel salaries to bring them more in line with area departments to help retain and attract qualified public safety employees. 

Several key events occurring in 2004-05 that should have an impact on the local economy or City operations in the future were: 

1. Opening of two new retail pharmacies, along with 13,000 square feet of additional retail space in front of Wal-Mart, will draw customers from not only Taylor, but also surrounding communities. Until now a considerable number of customers traveled to the large retail centers in Round Rock to do their shopping.  The new retail stores will have a positive impact on the employment picture in Taylor and has the potential to increase significantly, sales tax revenues into the future. 

2. The completion, by ERCOT (Electric Reliability Council of Texas), of approximately 75,000 square feet of additional space in Taylor for approximately 200 new employees with an annual estimated payroll of $30,000,000 to $35,000,000.  

3. With authorization by vote of the citizens in November 2003, the City sold $5.1 million in General Obligation Bonds for construction of a new library and fire station.  

4. Implemented Civil Service for uniformed public safety employees. 

5. Completion of a new Parks Master Plan and two applications, for indoor and outdoor grants, were submitted to Texas Parks and Wildlife.

All of these events re-enforce the contention that the City of Taylor is on the path of continued growth and prosperity. The focus for the coming fiscal year is to make some necessary changes to the organization to better prepare the City for challenges and changes that are expected in the near future but at the same time continue conservative management of City funds by limiting investments in new programs and expansion of services.  Following is a review of the status and highlights of each fund.   

Budgetary accounting for City financial activities is reflected within two major fund groups: General Governmental Funds and Proprietary Funds.

General Government Funds

Governmental funds are used to account for general government operations and include the General Fund, Debt Service funds and Special Revenue funds.  The city utilizes a full cost approach to budgeting all of its services, which results in significant inter-fund transfers.

General Fund

The General Fund is the most important of the funds and is used to account for all resources not required to be accounted for in another fund and not otherwise devoted to specific activities.  Most of the financial transactions for the City are reported in this fund.  Only one General Fund exists and it finances the operations of all basic city services such as Police, Fire, Library, Public Works, Parks/ Recreation, Community Planning/Development/Zoning and Administration Services provided by the City are classified according to activity and presented as operating departments in the budget.

For 2005-06 total projected General Fund revenue is expected to be slightly more (4.1%) than collections estimated to be received by the end of the current fiscal year. The only sources of significant increases over the prior year are in Sales Tax and Charges for Service. Sales Tax is projected to increase by 6.5% and Charges for Service are increased due to the re-calculation of the amount transferred from the Utility Department to the General Fund. The calculation requires the Utility Fund to pay for all services preformed by the General Fund departments for the Utility Departments. Interest and investment income are expected to rise 15.1%. Total revenue is projected at $9,353,398.  

Expenditures are expected to increase by 4.1% over the prior year. Following are highlights of changes proposed or significant increases or decreases found in the General Fund: 


City Management - Expenditures are projected to decrease by 6.2% over the re-estimates for the current fiscal year.

Finance Department – Expenditures are projected to decrease by 13.4% over the re-estimates for the current fiscal year.   


Department of Community Development – The total increase in this department is 7.4% above the re-estimate for the current fiscal year. This is largely due to the addition of a professional Planner position to the staff beginning January 2006. This position was approved for the 2004-05 budget, but the position was not filled in April 2005 due to the re-estimates of revenue for the current fiscal year.


Public Library – No significant changes are proposed for the 2005-06 fiscal year except that construction of a new Library is planned to start in 2006. After relocation from City Hall to the new facility, additional operational needs will be addressed in the 2006-07 budget. 


Public Safety - Despite the fact that Fire and Police combined, account for over 39.6% of the total general fund budget, the total increase between the current year and 2005-06 is 7.9%. This is largely due to the increases in pay and incentives to retain and attract applicant for uniformed positions. Also included in the budget is accrued sick leave that is required to be paid under Civil Service. The new budget will consolidate five separate divisions within the Police department into two divisions, Field Services and Support Services.


Public Works – A modest 3.3% increase in the Public Works Department is attributable to Parks and Building Maintenance. The annual street maintenance of $500,000 will be used in the reconstruction of Sloan Street. 

Department of Engineering – This department is projected to decrease 19.5% due to the resignation of the City Engineer. It was determined the engineering services would be provided through a consulting contract with Sledge Engineering.

Special Revenue Funds

These funds account for the accumulation and disbursement of legally restricted resources to expenditures for a specific purpose. Some of these funds such as the Hotel/Motel tax fund are subject to similar conditions affecting the general fund. Other funds such as the Municipal Court Special or Equitable Sharing Program Fund are fairly immune to the effects of economic growth. No major increases or decreases are expected in any of these funds in the coming year. 

Debt Service Funds

This fund type is employed to account for resources used to service the principal and interest on long-term debt such as general obligation bonds, revenue bonds, certificates of obligation, tax notes and tax-exempt leases classified as debt. These are the sinking funds used to account for the accumulation of funds for principal and interest payments on the City’s bonded indebtedness. They are bound by bond covenants and there is little flexibility in revising the revenue or expenditures scheduled for next year. 

During 2005, the City Council issued $5.1 million in General Obligation debt that had been approved by voters in a November 2003 bond election. Debt Service funded by property tax revenue will increase by $0.0465 over last fiscal year for a total tax rate of $0.7865. In 2006, consideration will be given to the sale of Certificates of Obligation for funding extensions to the water system, water and wastewater line replacement, park improvements and an indoor recreation facility. 

The bond rating in July 2005 for the City’s Combination Tax and Revenue Certificates of Obligation was A3 by Moody’s Investment Services and BBB+ by Standard and Poor’s.

Proprietary Funds

Proprietary funds are used to account for the City’s activities that are similar to commercial enterprise accounting. These include those business type operations of the City such as the Utility Operations, Airport, Cemetery and Equipment Services.

Water/Wastewater Utility Fund
This proprietary fund accounts for water and wastewater operations that are financed through rates and user fees. One new program from last year, proposed to continue for 2005-06, is the replacement of all water meter heads with Automatic Meter Reading Devices (AMRs). By using this system the amount of time needed to read meters has been reduced to seconds. The plan is to continue a five-year replacement program for all 5,000 meters. The cost per year of this program will be approximately $230,000. 

Airport Fund  

Prospects for the Airport Fund in 2005-06 look quite encouraging.  Sale of aviation fuel has been quite strong since some flexibility was given over a year ago on pricing. Revenue is expected to remain the same as the re-estimate for 2004-05. This estimate is fairly conservative as traffic at the Airport has increased.

Expenditures for the Airport Fund remain static in 2005-06 fiscal year. With grant funds from TxDOT Aviation Division, 10 to 12 new hangars are proposed to be constructed.  

Cemetery Fund  

The cemetery fund was put on an enterprise basis in 2002-03. The purpose was to determine if it could be funded on a 100% cost recovery basis. Since initiation of this plan, the cemetery fund has not achieved self-sufficiency. It is not likely to do so in the near future. The general fund is essentially subsidizing the costs of cemetery operations. 

Reductions in investment income from the Cemetery Permanent fund due to extraordinarily low rates of return are one problem. This is expected to improve over the next year but is not enough to materially affect the actual operating deficit the fund would be running if full maintenance costs were charged. 

After conducting area surveys to determine market value of lots and spaces, Council agreed to raise fees for lots and grave digging effective next fiscal year.  

Expenditures are shown to be increasing by a little over 28% in the budget year.  This is mostly attributable to budgeting for three temporary employees to assist with maintenance and beginning a herbicide treatment program. The temporary employees will help offset some of the cost of the Parks Department employees maintaining the Cemetery. 

Fleet Services Fund 

The Fleet Services Fund was initiated in 2003-04 as a revolving fund to get better control over the costs of vehicles and equipment. Under this concept each department essentially rents its vehicles and equipment from the Fleet Services Fund. Based on actual use, they are charged a certain amount each month for rental.  The Fleet Services Division is responsible for seeing to the maintenance of the equipment, paying vendors, maintaining service records, etc. 

As was mentioned in past years, it is currently impossible to begin setting aside sufficient funds on an annual basis to begin funding a replacement fund that would have sufficient money available each year to replace vehicles/equipment as they are needed. The intention was to start the fund at somewhat less than 50% full funding and build the replacement fund over the years.  In the 2005-06 budget $178,000 is budgeted for capital outlay and $108,870 will be used to pay the debt service on a 7-year lease-purchase arrangement for acquisition of vehicles. This will leave a remaining balance of $152,120 that can be used for future purchase replacement equipment/vehicles. 

Capital Projects Funds

Capital Improvement Projects funded by long term debt, grants, etc. are usually spread over more than one year and appropriations are authorized as the projects are awarded to contractors. The most prominent projects expected to be worked on in 2005-06 are as follows:


New Public Library – In January of 2003, a Facilities Review Committee was appointed by the City Council to study the condition of the City’s existing facilities and recommend a priority listing of needs. The Committee determined that based on the current condition and need for additional space, a new public library and new fire station were the most critical needs. An election was held in November 2003 to authorize the sale of General Obligation Bonds to fund construction of new facilities in the amount of $5.1 million. Funding was approved for the library ($3.4 million) and fire station ($1.7 million). A contract for design of the new library was executed in the summer of 2004 with Komatsu Architecture. Construction is expected to begin in the spring of 2006.  


New Central Fire Station – As a result of steadily deteriorating conditions in the current downtown fire station, voters were asked for their approval to sell GO Bonds to build a new fire station for the downtown area. This authorization to sell $1.7 million in Bonds was approved in the fall of 2003. Construction is expected to begin in the spring of 2006.


Annual Street Maintenance Program – The $500,000, which was used for annual street maintenance, will be used in 2006 to fund most of the improvements to Sloan Street. 


Downtown Streetscape – This project was funded in 2000 but has run into several delays. The $1.5 million project is paid by an 80% grant from the state and 20% match from the City. It is expected to be bid by TxDOT in the fall/winter of 2005-06. Construction should begin in the spring of 2006.

The proposed operating budget is hereby submitted to the City Council for review and consideration for adoption. In certain respects, the City may be at the threshold of a new era in terms of rapidly accelerating growth and the challenges and problems inherent in that condition. The Proposed 2005-06 Budget and Program to Provide Public Services as submitted herein was prepared under this assumption. The staff appreciates the amount of work expended by each Council member in fulfilling the obligations of his/her office and we will continue to provide the best support possible to execute the policies established by the Council in this exercise.  

Finally, I wish to thank all of the departments and staff members who contributed their effort, time and creative energy in developing this plan.  As always, no effort will be spared in continuing to try to manage the City’s resources in as cost-effective and equitable manner. 

Sincerely, 

 ___________________________________        _____________________

                      Frank Salvato,                                                       Date



   City Manager                                          
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