

September 9, 2002

Memorandum

To:
Mayor and Members of the City Council 

From:
Charles Cunningham, Finance Director

Cc:    
Frank Salvato, City Manager

Date:
September 9, 2002
  Re:     Budget Amendment # 3 - Sept.  2002

Submitted herewith for your consideration is Ordinance No. 2002-35. Its purpose is to amend the 2001-02 Fiscal Year Budget based on changes or events that have occurred in the last eleven months.   

To assist your review of these documents, a summary of the contents of each are provided below in the order that each section appears in the packet.

· Ordinance No. 2002-35 – This is the official document that formalizes adoption of the changes contained herein.

· Exhibit A – This attachment is part of the ordinance and specifies the category of revenue or expenditure that is recommended to be amended. A listing is made of only those items that are recommended to be either increased or decreased. The originally adopted amount is shown for each line item category under the first column titled “Adopted”. The next column contains the amounts that were amended in either January or April of 2002. The third column reflects the amounts recommended in this third and final amendment. The last column shows the increase or (decrease) from the amount that was most recently appropriated. For each revenue or expenditure category for which a significant change is proposed (either increase or decrease), a brief explanation of the reason for the change is provided below the item. 

A summary of the changes to the General Fund and Utility Fund are shown as attachments to this letter of transmittal and may be used as a quick reference in reviewing the comments on these two funds.  

General Comments on each of the Funds

General Fund - 
The Attachment following this memo, shows that the General Fund is expected finish the year with a positive balance of $ 20,934. Assuming that no other emergencies arise in the mean time, the outlook for a positive balance for this year is promising. If final estimates for revenue hold true, surplus revenue over what was originally budgeted should be approximately $ 40,000.  Despite the fact that sales taxes declined below original estimates, additional unexpected revenue was generated in Franchise Taxes. This was due to settlement of a lawsuit between Utility Companies and other cities in Texas in which Taylor became the beneficiary of interpretations of how franchise taxes are calculated.  In almost all divisions, reductions were made in the amounts that were amended in January and April. Note that in the attachment to this memo a comparison is made with the amount originally budgeted for and this last request. In the actual “EXHIBIT A”, differences shown in the last column compare the final request for appropriation with that last set in April. 

Considering that it was expected that reserves would have to be tapped to pay for additional expenditures for brush pick-up that was approved by the Council in February, it appears that this may not now be the case. The final results will not be known until the final closeout in November. 

Proprietary Funds-

       Utility Fund – Unlike the General Fund, the Utility Fund is projected at this point to have a net operating loss.  Despite the fact that revenue projections for this year were very conservative, it was not anticipated that water sales would be so dramatically affected by the wetter than normal summer. This coupled with the fact that there has been no growth in the number of customers over the last eleven months has meant a decrease in revenue over last year and that anticipated for this year of about $350,000. Despite the decline in revenues, it is still incumbent upon the City to maintain the water and sewer treatment systems so there is little choice but to take the loss and minimize the consequences. Cost saving measures have been taken and approximately $ 250,000 was saved out of this years projected expenditures. Actual expenditures however, are projected to be considerably more than the revenue collected for this year.  The summary information on page two of the following attachment is a bit misleading in that it shows a surplus of $354,290 of revenue over expenditures. This would show up as a net operating profit but the principal amount paid on debt service is not included here as an expense. For this year, reserves are sufficient to cover this deficit but a considerable amount of planning and analysis will have to be done to avoid similar results in next year. 

       Airport Fund – The Airport Fund is also projected to end the fiscal year with a small net operating loss. Most of this is attributable to the recent purchase of Avgas which will be sold well into next year.     
   

Special Revenue Funds – Adjustments to these funds are limited None of these funds are in imminent need of adjustment at this time. 

Debt Service Funds – Debt service schedules are fixed throughout the life of the bonds so adjustments to these funds are rarely needed.  
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