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M E M O
T o   t h e   C i t y   C o u n c I l a n d   C I t I z e n s

DATE: JULY 1, 2017

TO: MAYOR, CITY COUNCIL, & CITIZENS OF CLUTE

FROM: GARY BEVERLY

RE: BUDGET FOR FISCAL YEAR 2017-2018

In accordance with the statutes of the Local Government Code of the State of Texas and the Home
Rule Charter of the City of Clute, the proposed budget and program of services for the fiscal year
beginning October 1, 2017 is submitted for your review and consideration. This budget is intended
to present, in financial terms, the overall plan for providing municipal services during the
forthcoming year, and also serve as a communications, accountability, management, planning, and
resource allocation tool for our City.

As has been discussed with City Council monthly in financial reviews, the City has fared well
financially this fiscal year and in the prior few years, being pro-active to make improvements in
the economics of the City as well and including reductions in spending. With economic
improvements in the Brazosport area, Council has appropriately taken steps through Chapter 380
arrangements to invest in our City.  There have been significant positive results from that
investment.  The 2017-2018 Fiscal Year Budget reflects good news, with the increases in property
taxes, but limited growth in sales, and hotel/motel taxes. Clute has significantly outpaced other
communities, and was second only to Pearland for larger communities within Brazoria County in
2017 Ad Valorem Tax value estimate increases, showing an increase of 18.7%.
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Over a six (6) year span the City has outpaced other cities in the southern Brazoria County area
for increases in total taxable revenues (sales tax + property tax) per capita.

The fiscal year 2017-2018 budget has been prepared assuming limited resources with the need to
continue investment in the City as well as our employees, and thus has been a challenging
experience. To continue to meet these challenges and opportunities in our future, the City must
seek to strengthen its General Fund revenue base at present consisting mainly of property tax, sales
tax, industrial district, garbage revenues, franchise fee proceeds, and municipal court revenues,
through economic development projects and initiatives. In the coming years, fiscal discipline is
essential and an improved economic landscape is crucial to maintaining our favorable financial
position.  We must create an attractive community by investing excess emergency cash reserves,
as reflected in the 2013-2017 Budget(s), with increased expectations of what the City of Clute can
be.  We must also continue to encourage fiscal discipline within our city organization.  It is my
belief that we are taking the correct steps to address our future in a responsible and fiscally
conservative manner.

TAX REVENUE ANALYSIS BY CITY 2010 2011 2012 2013 2014 2015 2016 % CHG
TOTAL TAX REVENUE / CAPITA: Tax Revenue = Sales Tax + Property Tax
Clute city, Texas 337.29 349.31 370.61 401.58 416.94 473.36 498.53 47.8%
Freeport city, Texas 353.65 363.89 370.34 376.45 403.60 464.44 472.69 33.7%
Angleton city, Texas 418.51 417.23 431.94 478.03 471.72 500.61 526.82 25.9%
Lake Jackson city, Texas 462.64 464.47 478.39 492.77 509.94 555.62 576.57 24.6%
Alvin city, Texas 512.68 514.92 538.85 562.78 574.47 602.84 629.28 22.7%
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Budget Overview and Development

State and Federal mandates on local government as well as preemption laws continue to be a
problem.  Additionally, state government legislative efforts encroaching at the local level is at an
all-time high. This budget reflects many increases in expenses that are mandated, as well as losses
of revenues from the same source. The results of the current special session in Austin could create
very damaging budget issues. Locally Brazoria County is experiencing unprecedented economic
growth from industry, with leading economic indicators indicating sustained future growth.  The
City of Clute in Fiscal Year 2013-2014 participated in Chapter 380 Performance Agreements with
Developers, to take advantage of that regional growth, with additional incentive agreements
forthcoming.  Expansion announcements from major industrial companies in the Brazosport area
have created interest from developers recognizing the potential economic benefit within our area
because of the expanded construction activity and expected future demand.  There will not be a
more opportune time in the near future to invest in our city with “limited risk” to capitalize on this
economic activity.  No city in the area needs this economic growth more than Clute.  However, no
investment is without risk.  City Council must continue to provide staff with direction and
oversight as to what level risk tolerance you would consider appropriate.

As indicated above, property tax value estimates as reported by the Brazoria County Appraisal
District, have property values increasing within the City and increasing the tax levy compared to
the current year.  Although this is a positive, there are considerations that must be evaluated within
the 2017-2018 Budget to address Truth-in-Taxation laws.  This budget has been developed with
an overall recommendation of how to address the guidelines created by the State of Texas.  Council
will be required to evaluate the recommendations and adjust if deemed appropriate.  Further and
more specific discussion is done further in this document to explain specifically the details of this
issue.

We believe Councils efforts to “make investment” in prior years are having a positive impact on
the City economically.  At the same time however, it is critical that we continue to allocate funds
to raise the standards within the City in an effort to attract new businesses, quality housing, and
increase taxable values and sales tax activity, with the City government leading the way and setting
the example.  In addition, with the positive impact of new growth in industry, competition for new
employees has increased the average wage in the area, making it harder to compete for skilled
employees.  This is addressed in this Budget to the extent possible in multiple ways.

This budget has been developed with the following principals:

1. The continued need to increase salaries to remain competitive within the area by
implementing a 5% across the board increase for certified police officers and a 3%
across the board increase for all remaining employees.

2. The need, in light of #1 above, to try to remain in some way competitive with most
cities within the Houston-Galveston area and with industry by paying employee
health premiums at 100%.
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3. Continued efforts to fund and improve infrastructure.
4. The continued need to invest in projects that improve the City economically or

reduce operating expenses.
5. The understanding, by all participants in the process, to fund Equipment

Replacement where possible, but otherwise use funds previously allocated to
Equipment Replacement to overcome shortfalls.

In 2017-2018 we will continue to complete major infrastructure work on antiquated water and
sewer lines through replacement projects. Added to those improvements will be street overlays,
drainage studies, sidewalk, and street improvements.  The development of the Woodshore
subdivision will continue along with a new section within College Park.  The economic impact of
the new Kroger Marketplace will start to be realized, along with answers to what ancillary
businesses will be located within the development.

We are also recommending projects that are “above ground and you can see” which address
beautification and quality such as bricking medians, decorative lighting upgrades, banners,
tree/landscaping/irrigations projects.  These projects we believe are crucial to the need to “raise
city standards” and make Clute a desired destination for quality businesses and housing.

Reduced funding of equipment replacement was done during the 2013-2017 Budgets.  This will
continue although an adequate amount of cash is available for replacement of most capital assets.
We will discuss this during the workshops.

As mentioned to Council previously, longer term investments (UBS) although not currently needed
as of yet, may require draws to operate at various times of the 2017-2018 fiscal year.

Property Tax Rate / Truth in Taxation – As mentioned previously the
estimate for tax values located within the city limits of Clute increased from $450,621,621 to
$515,200,403, which reflects an increase of $64,578,782 or 18.7%, second only to Pearland of the
larger cities within the county.  This increase includes new property increases of $19,279,228 with
new homes within College Park and Woodshore and with some new businesses, but also includes
value increases on existing properties.  These value increases are used, along with the rates set by
taxing entities, to calculate the property tax for each tax account within the City of Clute. Clute
city taxes are but one line of many on the tax bill and are calculated by multiplying the assessed
value (done by Brazoria County Appraisal District) times the tax rate set by the City Council every
year during the Budget development.  The State of Texas however has legislated a “Truth-in-
Taxation” law that regulates tax rates set by cities (see page 193), which establishes caps to the
rates based on value increases compared to the prior year.  The 2017-2018 Budget addresses Truth-
in-Taxation, and provides for the following:

1. Establishing an overall City tax rate of $0.6050 per $100 in fiscal year 2017-2018;
down 3.80 cents from $0.6430 per $100 in fiscal year 2016-2017.  This rate along
with the value increases would generate an additional $193,696 in property tax
revenue for the city.
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2. Included in this rate is an I&S (Debt) portion of $0.024885 cents used to pay the
debt of Certificates of Obligation issued in 2016.

3. This would leave the city with a Maintenance and Operations component of the
overall rate at $0.580115 per $100 in fiscal year 2017-2018 which would comply
with the Truth-in-Taxation requirements established by the State, and keep the City
with the effective and rollback rates.
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Capital Expenditures – are defined
as items that have a life of over two
(2) years and have a cost of over
$5,000. This year’s primary
purchases include items in the
identified list.

Personnel – Budgeted 97 Full-Time Employees and 14 Part-Time Employees. The Budget
includes a 5% increase for certified police offices, and a 3% increase for all remaining city
employees.

Chapter 380 Agreements

Since 2014 the City has entered into five (5) Chapter 380 Agreements, (1) Woodland
Development – Section 6 (College Park); (2) DHK Development (Woodshore); and (3)
Kroger/Cencor, (4) Dixie Shopping Center – Firestone, and (5) Woodland Development –
Section 7 (College Park).  The Woodland Development – Section 6 agreement has been
completed.

1. Woodland Development – provided $1.4 million in funding for infrastructure within
Section 6 of the College Park Subdivision providing 74 new home sites.  This project and
the payback to the City is complete.

2. DHK Development (Woodshore) – provided funding of infrastructure within the
development with payback as development occurs.  Currently the City has funded
infrastructure in section 1 & 2 of the development, and a portion of Section 3.  The 2017-
2018 Budget anticipates funding for a portion of section 5 by the City.

3. Kroger/Cencor – the City through a Chapter 380 Agreement agreed to rebate up to $3.7
million of incremental increased revenues to this development.  With the startup in
April’2016 the City in the 2017-2018 Budget will receive additional sales and property tax
revenues, with a portion being rebated per the agreement.

4. Dixie Shopping Center – Firestone – The Clute Economic Development Corporation has
agreed to fund the redesign of the Dixie Shopping Center, by paying the interest portion of
a loan the owner made with his financial organization.

Woodland Development - Section 7A 1,450,000
Street Improvements 800,000
Sewer Line Extensions 390,331
Woodshore - Section 4 350,000
Street List + Contingency 345,000
Sidewalk Improvements 200,000
Multi-City Drainage Study 175,000
Miscellaneous Drainage Projects 150,000
Projects:  Miscellaneous Signals 95,000
Pool - Slide (New) 85,000
WWTP: Replace grit classifier 73,500
WWTP: Replace lift pump 100HP and rebuild existing 73,500
Meters & Hydrants 70,680
Vehicles - 2018 Tahoes for Patrol Fleet 70,600
WWTP: Influent trough repair at bridge 52,500
Miscellaneous Sidewalk Projects 50,743
Water Line Extensions 50,000
Well Building - Cobb Field Well 45,000
Mezzanine #2, Tire Racks for Fleet Garage 35,000
Phase 1:  Library Upgrades  (3 year project) 35,000
Truck - Ford 1 Ton Diesel w/Dump Bed 33,596
Renovation of 2 of the infields at Stratton Ridge (this includes hauling in 96
tons of red infield mix, till skinned area, maually grade skinned area, install
816 infield condidtioner, install and supply bases)
Carpet Council Chmbr, Conf Room; Paint Interior 30,000
Vehicle - 2018 Mid Size SUV to replace 2004 Ford Expedition 30,000

$AMOUNTDESCRIPTION

30,690
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5. Additional Woodland Development – the Council has agreed to fund up to $1.45 million
in infrastructure costs of section 7 of the College Park subdivision, providing 67 new home
sites to the College Park Subdivision.

Healthcare

The City of Clute
currently pays for 100%
of the monthly healthcare
premium for our
employees.  For over five
(5) years one of the most
significant issues during
budget development is
addressing the uncertain
healthcare market.
Considerations across the
board have been reviewed
to address this issue from
self-funding, making
employees share the cost
of their insurance, and
finally hiring consultants
(Alliant Healthcare) to

assist in the premium rate negotiations with insurance carriers.  The last five (5) years the City has
utilized Alliant to assist us with this negotiations with the results referenced above.

The Houston-Galveston Area Council (HGAC) study conducted in 2015 identified 44 cities within
this area reporting paying healthcare for their employees.

1. Of those 44 reporting, 29 reported paying 100% of the premium for their employees.
2. Focusing on Brazoria County 11 of 13 reported paying 100% of the premium for their

employees.
3. Narrowing further … Lake Jackson, Freeport, Brazoria, Angleton, Richwood, Manvel all

pay 100% of their employee’s premium (no other cities in the area were contacted).

With the competition for workers in the Brazosport area remaining at a fever pitch, I recommend
that we continue providing the coverage for employees at 100% as long as possible.

Overview of the General Funds

The General Fund is the primary source of funding for City services, excluding Water & Sewer
activities, and includes the majority of the recurring expenses, including most salaries and benefits,
within the City Budget. General Fund revenues are derived from property taxes, sales taxes,
franchise taxes, industrial district, garbage fees, fines, and other fees for service and are expected
to decrease compared to the 2016-2017 Budget by $1,265,655 or -4.5%. The total ad valorem tax
rate (detailed discussion of the rate above) is recommended to decrease to $0.6050 per $100 in

HEALTH CARE RATES
PER EMPLOYEE PER MONTH

FISCAL YEAR: RATE $CHG CHG% DEDUCTIBLE CARRIER
2004-2005 394.34 24.10 6.5% $500
2005-2006 409.24 14.90 3.8% $500
2006-2007 437.60 28.36 6.9% $500 Aetna
2007-2008 437.60 0.00 0.0% $500 Aetna
2008-2009 405.10 -32.50 -7.4% $500 Aetna
2009-2010 453.70 48.60 12.0% $500 Aetna
2010-2011 615.20 161.50 35.6% $1,000 Meritain
2011-2012 688.22 73.02 11.9% $1,000 Meritain
2012-2013 861.00 172.78 25.1% $1,000 Meritain
2013-2014 555.00 -306.00 -35.5% $1,000 Alliant / Cigna
2014-2015 647.00 92.00 16.6% $1,000 Alliant / Aetna
2015-2016 647.00 0.00 0.0% $1,000 Alliant / Aetna
2016-2017 647.00 0.00 0.0% $1,000 Alliant / Aetna
2017-2018 680.00 33.00 5.1% $1,000 Alliant / Aetna

Premium Change -181.00 -21.0%
since Alliant
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2017-2018 from $0.6430 per $100 in 2016-2017 with total appraised values city-wide expected to
increase by 14.3% for FY 2017-2018.   Sales Tax revenue for the General Fund is expected to
increase from the previous year by $71,763 a 6.0% increase from 2016-2017 projections, which is
a $110,224 (-8.0%) decrease compared to the current year budget. Continued home building
should continue to require permitting. Additionally, as discussed in the 2016-2017 financial
reviews, increases by the police department in citations issues, thus less revenues from the
municipal court, has increased. Healthcare cost continue to place a heavy burden on this fund with
a 5% increase in premiums for the budget year and funded 100% by the City. Recurring Costs
continue to mount in this fund. Significant dollars have been also directed at the police department
including a 5% salary increase for certified police officers. All other employees are budgeted a
3% increase. Interest and investment income remains flat.  With City investments, which are
primarily directed towards the bond market through Texpool and USB Financial Services, the
short-term interest rate indices which have been low for many years, are not expected to change
dramatically. There are several large capital expenditures noted above within the General Fund.
The transfer to fund the EMS special revenue fund continues to increase.

Overview of the Enterprise Funds

Rates over the last eight (8) years from the
Brazosport Water Authority (BWA) have increased
88.2%.  Fiscal Year 2017-2018 reflects an overall
increase of $0.15/1,000 gallons billed.  This budget
reflects no rate increase to water and sewer rates.
Additionally, emphasis is being place sewer line
infrastructure with the completion of the main sewer
line from Bumpy Road to the Waste Water
Treatment Plant and capital improvements at the
plant.  The BASF Reclaimed Water project should
begin operations within this budget cycle, prompting
some additional revenue within this fund.

Overview of the EMS Fund (Fund #03)

Budgeted EMS fund revenues are expected to decrease by -9.6% compared to projections for
2016-2017. As with any discussion of Healthcare today however, pressure remains to find ways
to fill the reductions in reimbursements.  Medicare as well as the new healthcare mandates
continues to reduce reimbursement rates.  The new requirements continually cut further into the
revenue stream of EMS. Additionally, non-billed calls are increasing dramatically in addition to
transfer calls from Brazosport Regional Healthcare being reduced with new ownership of the
facility.

All cities in the area are dealing with the ambulance issue.  There has been some discussion
about establishing a taxing district, but as of yet, nothing has been furthered than just discussion.

The City of Clute (General Fund) must subsidize the EMS fund, providing ambulance service to
its citizens as a service, and must recognize it as a service center, instead of a profit center. The
subsidy for 2017-2018 however is $309,602 which is one of the largest transfers to cover

02-425-4572 Rate$ per Increase
FISCAL YEAR: 1,000 gallons Yearly
2010-2011 $1.64 ---
2011-2012 $1.80 9.8%
2012-2013 $1.85 2.8%
2013-2014 $1.92 3.8%
2014-2015 $2.25 17.2%
2015-2016 $2.63 16.9%
2016-2017 $2.94 11.8%
2017-2018 Budget $3.09 5.0%

Cumulative: 88.2%

BRAZOSPORT WATER AUTHORITY
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expenses in many years. This should be expected in the future, to provide EMS service to our
citizens in the future.

Overview of the Hotel/Motel Tax Fund (Fund #04)

Hotel Motel Tax revenues in Fiscal Year 2017-2018 are expected to be flat compared to the
current year projection, but show an increase compared to the current year budget by $55,750 or
7.1%. Included in this fund are payments to the Clute Visitor’s Bureau, Brazosport Tourist
Bureau, and the Center for the Arts and Sciences. Discussion of increases or decreases to these
agencies should be expected in the workshops.

Overview of the Streets, Drainage, & Sidewalks Fund (Fund #05)

Per the City Charter (section 10.17) at least forty (40) percent of all monies, funds and revenues
derived from and as a result of the local sales and use tax shall be used and expended by the city
for the construction of storm sewers, sidewalks, curbs and gutters, for the resurfacing, lighting,
and landscaping of existing streets and for the construction of new streets and alleys, including
but not limited to lighting, landscaping, and the purchase of easements in conformance with the
ordinances of the city, but the cost of routine maintenance of streets (patching potholes, etc.) and
the purchase price of equipment therefor shall not be included within such percentage.

The 2017-2018 Budget for the Streets, Drainage, & Sidewalks Fund includes $345,000 for street
projects and $325,000 for drainage projects.

Overview of the Economic Development Corporation (EDC) (Fund #06)

Sales tax revenues within the EDC are budgeted to increase (6% increase compared to current year
projections).  Rebates within the Chapter 380 Agreement signed with Cencor/Kroger began taking
effect in Fiscal Year 2016-2017, along with savings being set aside to cover any shortfalls within
the agreement in future years.  The majority of the funding will be used to pay Certificates of
Obligation debt, along with funding budgeted for replacement of the City Pool Slide at Municipal
Park and the demolition and landscaping of the old Fire Station area.

Overview of the Great TX Mosquito Festival (Fund #07)

Budgeted increases in expenses set the loss of this event to $114,701. This fund will be
discussed in the workshops.

Emerging Issues

The major issues that are currently impacting the budget or will in the near future:

1. EMS Revenues – loss of transfers revenue
2. State Government intervention in local government decisions
3. Health Insurance Cost – cost of making available to employees.
4. Raising salary levels to remain competitive.
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5. Necessity for economic growth
6. “Raising the Standard” - Community Visioning / Strategic Planning
7. Maintaining core city services for our citizens at a practical/functional tax rate.
8. Inability to fully fund Equipment Replacement.
9. Evaluation of Risk Tolerance

The major challenge in the next few years is finding sources of funding for the continued need
for equipment replacement, infrastructure and capital improvements, and economic development
projects necessary to make Clute a desirable residential and economic destination, while at the
same time maintaining current City services and remain competitive with compensation and
benefits for our employees.

Summary and Conclusion

We are continuing a process of evaluation of our financial strategy for the future. Fund balances
must be maintained city-wide and revenue increases are necessary in the General Fund
specifically, as well as the Enterprise Fund. We must continue to create new and different
revenue sources or we will be required to make adjustments to provided services.  Investment in
our economy has started and specific projects are included in this budget and are vital to our
ability to provide services.

As discussed previously, the proposed City Budget is generating increased revenues with
property taxes primarily.  For an average family in Clute, owning a $100,000 home, this would
equate to an overall city tax payment of $484 annually.

City staff will continue to monitor our financial condition, and will be prepared and flexible to
bring recommendations to the Council at any time during the year if declines in revenues or
unexpected expenses are foreseen. Our goal is to pro-actively address these challenges as an
opportunity to build a stronger, more mission focused and financially stable municipal
government.

I thank you for the opportunity to be a part of the decision making team and hope that this budget
reflects the thinking and policies of the City Council, and is representative of the desires of the
Citizens of Clute. I pledge to work with you to provide our citizens with an efficient municipal
government and I especially hope you will let me know if you have any questions.

Finally, On a Personal Note ….

After long and thoughtful deliberation, let this letter also serve as notification that my last day of
work at the City of Clute will be March 30, 2018, at which time I plan to retire.

I am nervous and excited about my impending retirement but wanted to take this opportunity to
thank you for the opportunities that I have experienced working for the City. God has truly blessed
me by allowing me to serve as your City Manager.

The decision to leave the City is not an easy one. It has been a remarkable journey and one of
which I am extremely proud. While I must say that it has included many challenges, it has been a
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wonderful opportunity and I say “Thank You” to all of those that I have had the opportunity to
serve, and to serve with.

Much has changed since I first took the position in 2010, which I believe has had a positive impact
on our City.  I hope I have played a small part. I will be forever grateful for your trust, your
support, and your friendship over these years. The City of Clute is a great place to work and I wish
each of you and this wonderful city much future success.

I felt it important to provide ample time (9 months) for a smooth transition therefore I will continue
to work hard for our City under my current contract with my last day of employment as mentioned
being the close of business, March 30, 2018.  I plan to work until my retirement date therefore
please let me know what I can do to help with the transition of my work to a new City
Manager/Finance Director. I plan to maintain a “Goals List” of tasks I hope to complete, but if
there are any areas in particular you would like me to focus on during my notice period, please do
not hesitate to let me know.

May God continue to bless the employees, the Mayor and Council, and the citizens of this great
City.  I truly expect “GREAT THINGS” to continue in the City of Clute.

With Respect:

Gary Beverly
City Manager
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FINANCIAL STRUCTURE DESCRIPTIONS

Accounts for the City of Clute are organized on the basis of funds, each of which are considered
to be a separate accounting.  Governmental units establish and maintain funds as required by law
and sound financial administration.  The operations of each fund are summarized below:

GOVERNMENTAL FUND TYPES: Governmental funds are often referred to as "source and
use" funds. These are the funds through which most governmental functions typically are
financed. The fund types included in this category are general, special revenue, debt service,
capital projects funds.  All Governmental Funds are operated under a modified accrual accounting
basis.   This method of accounting is a combination of cash and accrual accounting.

GENERAL FUND (Fund #01) [Major Fund] - The General Fund, a governmental fund
type, is the operating fund of the City.  It is the largest fund within the City.  It was
established to finance and account for the general receipts and expenditures and is operated
under a modified accrual accounting basis.  This fund may be used for any legitimate
municipal purpose.  The sources of revenues for this fund include property, sales, franchise,
and industrial district taxes, licenses and permits, fines, fees, and others.  This fund is used
for most basic operating services such as public safety, human and cultural services, parks
and recreation, public works, and general government administration.

GENERAL OPERATING – Listed below are the General Operating departments located
within the General Fund:

CAPITAL IMPROVEMENT FUND (Fund #101) – used for the purpose of
accounting for major capital improvement projects.

UNEMPLOYMENT FUND (Fund #102) – used to account for costs related to
unemployment compensation for government funds.

BEAUTIFICATION FUND (Fund #103) – used to collect and account for
funds designated to beautification around the City.

01-401 ADMINISTRATION 01-410 FIRE MARSHALL
01-402 LEGISLATIVE 01-411 STREETS & DRAINAGE
01-403 LEGAL 01-412 E M S (transfer account)
01-404 MUNICIPAL COURT 01-413 SANITATION
01-405 FINANCE 01-414 SERVICE CENTER
01-406 TAX 01-415 LIBRARY
01-407 CODE ENFORCE / BUILDING 01-416 PARKS & RECREATION
01-408 POLICE 01-417 DEBT/TRANSFERS/CONTINGENCY
01-409 FIRE
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NARCOTICS/FORFEITURE FUND (Fund #104) – Chapter 59 of the Texas
Code of Criminal Procedure allows any peace officer to seize property under
authority of a search warrant and under specific rules and conditions, outlined in
the code.  These restricted funds can be used according to the statute primarily for
law enforcement related purposes including salaries and overtime pay for officers,
officer training, specialized investigative equipment and supplies, and items used
by officers in direct law enforcement duties.  A special fund must be maintained
and accounted for which includes reporting to the State to identify all seized funds
and how those funds are spent.  This special fund is located as a sub-fund of the
General Fund and is operated under a modified accrual accounting basis.

EQUIPMENT REPLACEMENT FUND (Fund # 106) – used for the purchase
of significant capital items for the purpose of spreading the cost of several years.

CHAPTER 380 FUND (Fund #380) – The Chapter 380 fund is used to process
the fund made available through Chapter 380 Performance Agreements.  This
fund pays out, and will reimbursements occur, pays back the funds loaned from
various funds throughout the City.

SELF-FUNDED HEALTH PLAN (Fund #600) – The Self-Funded Health Plan
is use to make payments for self-funded health insurance claim payments as well
as any reimbursements for Flexible Spending payments.  Funds deducted from
employee checks are placed in the fund for use on claims.

MUNICIPAL COURT SECURITY FUND - Article 102.017 of the Texas Code
of Criminal Procedure allows a governing body of a municipality by ordinance to
create a municipal court building security fund, a governmental fund type located
as a sub-fund in the General Fund, and may require a defendant convicted of a
misdemeanor offense in a municipal court to pay a $3 security fee as a cost of court.
A fund designated by this subsection may be used only to finance security personnel
for a municipal court, as appropriate, or to finance items when used for the purpose
of providing security services for buildings housing a municipal court, as
appropriate, including:

 the purchase or repair of X-ray machines and conveying systems;
 hand held metal detectors;
 walk through metal detectors;
 identification cards and systems;
 electronic locking and surveillance equipment;
 bailiffs or contract security personnel during times when they are

providing appropriate security services;
 signage;
 confiscated weapon inventory and tracking systems;
 locks, chains, alarms, or similar security devices;
 the purchase or repair of bullet-proof glass;  and
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 continuing education on security issues for court personnel and security
personnel.

MUNICIPAL COURT TECHNOLOGY FUND - Article 102.0172 of the Texas
Code of Criminal Procedure allows a governing body of a municipality by
ordinance to create a municipal court technology fund, a governmental fund type
located as a sub-fund in the General Fund, and may require a defendant convicted
of a misdemeanor offense in a municipal court to pay a technology fee not to exceed
$4 as a cost of court.  A fund designated by this article may be used only to finance
the purchase of or to maintain technological enhancements for a municipal court or
municipal court of record, including:

 computer systems;
 computer networks;
 computer hardware;
 computer software;
 imaging systems;
 electronic kiosks;
 electronic ticket writers;  and
 docket management systems.

The municipal court technology fund shall be administered by or under the
direction of the governing body of the municipality.

MUNICIPAL COURT JUDICIAL EFFICIENCY FUND - allows a governing
body of a municipality by ordinance to create a municipal judicial efficiency fund,
which provides support to the Court.

SPECIAL REVENUE FUND TYPES / GOVERNMENTAL FUNDS: Funds used to
account for specific revenues that are legally restricted to expenditures for particular
purposes.  All of these funds are operated under a modified accrual accounting basis.   The
City’s Special Revenue Funds consist of the following:

EMERGENCY MEDICAL SERVICES (EMS) FUND (Fund #03) [Major
Fund] – This fund is established to specifically account for EMS expenses and
revenues to determine the overall requirement of net funding from the General
Fund.

HOTEL-MOTEL TAX FUND (Fund #04) – This fund, established under
Chapter 351 of the State of Texas Tax Code, is a special revenue fund in which
revenue from the municipal hotel occupancy tax may be used only to promote
tourism and the convention and hotel industry (see Subchapter B).

STREET, DRAINAGE & SIDEWALKS FUND (Fund #05) [Major Fund] –
This fund, is currently being used to account for Street & Drainage construction
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activity within the City. Forty (40%) percent of General Fund sales tax revenue is
transferred to the Streets, Drainage, & Sidewalks Fund for use in new construction
of streets and drainage projects.

ECONOMIC DEVELOPMENT CORPORATION FUND (Fund #06) [Major
Fund] – The Economic Development Corporation (a 4B Corporation), a special
revenue fund, was established on 10/01/2001 by an approval of the voters of a ½
percent increase in sales tax to be administered by the EDC for economic
development activities.

GREAT TX MOSQUITO FESTIVAL FUND (Fund #07) – This fund accounts
for revenue and expenses generated at the annual event.

DEBT SERVICE FUND (Fund #400) – This fund accounts selected debt
payments, Kroger rebates and reserves.

PROPRIETARY (ENTERPRISE) FUND TYPES: A category of funds whose activities have
characteristics (i.e., self-supporting through user fees and charges) similar to private sector entities.
These funds are accounted for using the full accrual basis of accounting.  These funds are also
known as ENTERPRISE funds.  The City’s proprietary funds consist of the following:

ENTERPRISE FUND / WATER & SEWER (Fund #02)  [Major Fund] – The Enterprise /
Water & Sewer Fund is an operating fund and accounts for Revenues and expenses related to water
and sewer billing, as well as expenses associated with the maintenance and construction of the
City water & sewer system, including system wide infrastructure and the Waste Water Treatment
Plant.

CONSTRUCTION FUND (Fund #105) – used to account for spending of the
COO funds established in bond covenants, as well as major construction
projects within Water & Sewer including the BASF Reclaimed Water Project.

EQUIPMENT REPLACEMENT FUND (Fund # 208) – used for the
purchase of significant capital items for the purpose of spreading the cost of
several years.

UNEMPLOYMENT FUND (Fund #210) – used to account for costs related
to unemployment compensation for the Enterprise fund.
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PROPOSED HOLIDAYS FOR FISCAL YEAR 2017-2018:
Thanksgiving Day Thursday, November 23, 2017
Thanksgiving (Friday) Friday, November 24, 2017
Christmas Monday, December 25, 2017
Christmas (day after) Tuesday, December 26, 2017
New Year's Day Monday, January 01, 2018
Martin L King Day Monday, January 15, 2018
President's Day Monday, February 19, 2018
Memorial Day Monday, May 28, 2018
Independence Day Wednesday, July 04, 2018
Labor Day Monday, September 03, 2018
Employee Personal Choice Day -----
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2014-2015 2015-2016 2017-2018
ACTUAL ACTUAL BUDGET PROJECTION BUDGET

01-401-4410 11,630 13,089 12,500 13,497 10,900
AMOUNT$ AMOUNT$

580
9,900

35 420

CITY POLICE SVC PARKS EMS
HALL BLDG CENTER BLDG BLDG
9,956 7,575 2,960 8,517 12,034 5,850

01-401 01-408 01-414 01-415 01-416 03-400
Annual Cost/Sq Ft: 1.25 2.46 1.66 5.98 4.15 1.45

2014-2015 2015-2016 2017-2018
ACTUAL ACTUAL BUDGET PROJECTION BUDGET

01-401-4420 CABLE / INTERNET 4,714 4,319 4,800 3,519 3,800
AMOUNT$ AMOUNT$

400 4,800 (1,000)

2014-2015 2015-2016 2017-2018
ACTUAL ACTUAL BUDGET PROJECTION BUDGET

01-401-4430 13,698 7,176 6,440 5,681 21,548
AMOUNT$ AMOUNT$

$1,559.00 18,708 1,000
$265.00 3,180 1,000
$55.00 660

(3,000)

2014-2015 2015-2016 2017-2018
ACTUAL ACTUAL BUDGET PROJECTION BUDGET

01-401-4450 WATER - CITY HALL 0 127 1,800 296 420
AMOUNT$ AMOUNT$

35 420

2014-2015 2015-2016 2017-2018
ACTUAL ACTUAL BUDGET PROJECTION BUDGET

01-401-4540 BANK FEES 2,273 441 2,000 0 0
AMOUNT$ AMOUNT$

-

2014-2015 2015-2016 2017-2018
ACTUAL ACTUAL BUDGET PROJECTION BUDGET

01-401-4570 CONTRACT SERVICES 26,677 35,058 35,817 33,384 64,955
AMOUNT$ AMOUNT$

300
10,750 25

230 2,760 125 1,500
1,000 Email Service (Rackspace.com) 80 960
6,000 City Hall - Ready Refresh Water 55 660
2,500 US Healthworks - Drug Testing 1,500
5,000 2,000

30,000

2014-2015 2015-2016 2017-2018
ACTUAL ACTUAL BUDGET PROJECTION BUDGET

01-401-4575 EQUIPMENT RENTAL/LEASE 1,260 1,330 1,260 1,420 1,520
AMOUNT$ AMOUNT$

380 1,520

2014-2015 2015-2016 2017-2018
ACTUAL ACTUAL BUDGET PROJECTION BUDGET

01-401-4610 DUES & SUBSCRIPTIONS 3,155 3,469 5,080 5,000 5,080
AMOUNT$ AMOUNT$

150 250
125 2,500
180 525
100 500
150 600

Cobra/FSA Monthly Admin Charge Shredder Svc - Monthly

Fee for Hiring City Manager

Member Service Fee - TML

Talx Corporation: Unemployment Claims

Survey Costs Miscellaneous
Copier Overage Charges / Color Copies

2016-2017

ITEM DESCRIPTION

ACCOUNT# ACCOUNT DESCRIPTION

ITEM DESCRIPTION
Water usage paid to Enterprise Fund

City Hall Rate Change from .06566 to .0375
Gas Accounts effective 01/01/2018 - 12/31/2021

ACCOUNT# ACCOUNT DESCRIPTION 2016-2017

ITEM DESCRIPTION ITEM DESCRIPTION

Phone:  VOIP Hardware - Greg

Misc Books / Memberships

ACCOUNT# ACCOUNT DESCRIPTION 2016-2017

ITEM DESCRIPTION ITEM DESCRIPTION
ELECTRIC

ACCOUNT# ACCOUNT DESCRIPTION 2016-2017

Storage Building - City Hall Portion New Electrical Contract:

ITEM DESCRIPTION ITEM DESCRIPTION

LIBRARY

SQ FT:

FACILITY:

Internet

ACCOUNT# ACCOUNT DESCRIPTION
2016-2017

TELEPHONE
ITEM DESCRIPTION ITEM DESCRIPTION

Less: Fiber Optic Loop Savings

PRI System

Less: Fiber Optic Loop Savings

Telephone Repairs
MiscellaneousComcast: Voice Box

Cell Phone - City Manager

ACCOUNT# ACCOUNT DESCRIPTION 2016-2017

ITEM DESCRIPTION ITEM DESCRIPTION
Account Analysis Fees Haven't been being charged.

ACCOUNT# ACCOUNT DESCRIPTION

Jason Key:  Website Hosting
Tyler Technologies: Accounting Software Maint Fire Ext Inspections

Misc:  Jason Crews/Appraisals/Other

Upgraded to do electronic Registered Mail.

ACCOUNT# ACCOUNT DESCRIPTION 2016-2017

ITEM DESCRIPTION ITEM DESCRIPTION

Hispanic Gala Tickets
The Facts Subscription - City Hall Brazoria County Hispanic Chamber
TX Municipal Clerks Assn (TMCA) Membership

Savings in Postage Account.

Membership:  Brazosport Chamber

ITEM DESCRIPTION ITEM DESCRIPTION

2016-2017

G/L ACCOUNT#:

Notary - City Clerk Chamber Banquet Table

Postage Meter Lease - City Hall - Quarterly

Election Law Manual
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Truth-in-Taxation:
Tax Rate Adoption

Property owners have the right to know about increases in their properties' appraised value and to
be notified of the estimated taxes that could result from the new value. Creating a budget and
adopting a property tax rate to support that budget are major functions of a taxing unit's governing
body. This is accomplished by following truth-in-taxation requirements to ensure the public is
informed of any increases. Truth-in-taxation is a concept embodied in the Texas Constitution and
the Tax Code that requires local taxing units to make taxpayers aware of tax rate proposals and to
afford taxpayers the opportunity to roll back or limit tax increases.

Taxing units must comply with truth-in-taxation requirements when holding public hearings,
considering budgets and setting rates to impose property taxes, but not all aspects of truth-in-
taxation laws apply to every type of taxing unit.

If certain taxing units fail to comply with the hearing, notice or tax rate adopting process in good
faith, a property owner in the taxing unit may seek an injunction to stop the taxing unit from
sending tax bills until it convinces the district court that it has complied with the law. A property
owner must act to enjoin collections before the taxing unit delivers substantially all of its tax bills.
This injunction process does not apply to water districts or small taxing units.

Generally, the governing body must take the following actions:

Drafting a Budget
Truth-in-taxation requires most taxing units to calculate two rates after receiving a certified
appraisal roll from the chief appraiser - the effective tax rate and the rollback tax rate. The type of
taxing unit determines which truth-in-taxation steps apply.

Effective Tax Rate

The effective tax rate is a calculated rate that would provide the taxing unit with about the same
amount of revenue it received in the year before on properties taxed in both years. If property
values rise, the effective tax rate goes down and vice versa.

Although the actual calculation can become more complicated, a taxing unit's effective tax rate is
a calculated rate generally equal to the last year's taxes divided by the current taxable value of
properties that were also on the tax roll last year. The resulting tax rate, used for comparison only,
shows the relation between the last year's revenue and the current year's values.
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Rollback Tax Rate

The rollback tax rate is a calculated maximum rate allowed by law without voter approval. A taxing
unit's rollback tax rate is a calculated rate that divides the overall property taxes into two categories:
M&O and debt service, also called interest and sinking.

The rollback tax rate provides the taxing unit with about the same amount of tax revenue it spent
the previous year for day-to-day operations, plus an extra eight percent increase for those
operations, and sufficient funds to pay debts in the coming year. If a taxing unit adopts a tax rate
higher than the rollback tax rate, voters in the taxing unit can circulate a petition calling for an
election to limit the size of the tax increase.

For all taxing units, the debt service portion of the rollback tax rate is the current year's debt
payments divided by the current year's property values. The debt service rate may rise as high as
necessary to cover debt expenses.
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GLOSSARY OF TERMS:

ACCOUNT - A numerical code of which the first character defines the specific classification of
dollar values in the financial records, i.e., assets, liabilities, equities, revenues and expenditures.
The remaining digits provide a further breakdown of account types into specific character and
object groupings.

ACCRUAL ACCOUNTING - A basis of accounting in which revenues are recognized in the
period in which they are earned and become measurable, and expenses are recognized in the
period incurred instead of when cash is actually received or spent.  For example, in accrual
accounting, revenue that was earned between April 1 and June 30, but for which payment was
not received until July 10, is recorded as being received on June 30 rather that July 10.

AD VALOREM PROPERTY TAX - General property taxes levied on the assessed valuation of
real and personal property.

ASSESSED VALUATION – A value established by the Brazoria County Appraisal District
approximates market value of real or personal property.  By state law on hundred percent of the
property value is used for determining the basis for levying property taxes.

AUDIT - A comprehensive examination of how an organization’s resources were actually
utilized, concluding in a written report of the findings.  A financial audit is a review of the
accounting system and financial information to determine how government funds were spent and
whether expenditures were in compliance with the legislative body’s appropriations.  A
performance audit consists of a review of how well the organization met its stated goals.

BALANCE SHEET - A financial statement that discloses the assets, liabilities, and equity of a
specific governmental fund as of a specific date.

BOND - An interest-bearing certificate of debt; a written contract by an issuer to pay to the
lender a fixed principal amount on a stated future date, and a series of interest payments on the
principal amount until it is paid.

BUDGET - A plan of financial operations including an estimate of proposed expenditures and
revenues for a fiscal period.  The budget establishes funding levels for continuing service
programs, operation and maintenance of public facilities, and principal and interest payments on
bonded indebtedness.  Recurring replacement of capital outlay and minor new capital outlay
items are included.

BUDGET ADJUSTMENT - A legal procedure utilized during the fiscal year by the City staff
and City Council to revise a budget appropriation.  The City of Clute’s City Charter requires City
Council approval through the adoption of a supplemental appropriation ordinance (which
specifies both the source of revenue and the appropriate expenditure account) for and
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interdepartmental or interfund adjustments.  City staff has the prerogative to adjust expenditures
within a departmental budget.

BUDGET ORDINANCE - An ordinance considered and adopted by City Council to formally
enact the annual operation budget for a fiscal year.

CAPITAL ASSESTS – Items or projects that have a useful life of 2 years or more and a value of
$5,000 either individually or in the aggregate.  Capital assets are also referred to as fixed assets
or capital outlay.

CAPITAL EQUIPMENT BUDGET - The portion of the annual operating budget that
appropriates funds for the purchase of capital equipment items.  These expenditures are often
separated from regular operating items, such as salaries, services, and supplies.  The Capital
Equipment budget includes funds for capital equipment purchases, which are usually
distinguished from operating items according to their value and projected useful life.  Examples
include vehicles, minor equipment, furniture, machinery, building improvements, and special
tools.  The dollar value varies according to the policy established the City.  For the City of Clute,
items or projects that have a useful life of 2 years or more and a value of $5,000 either
individually or in the aggregate are considered capital assets.

CAPITAL IMPROVEMENT PROGRAM (CIP) - A plan for capital expenditures estimated
for each year for a period of several years, identifying each capital project, its expected
beginning and ending date, the amount to be expended in each year, and the method for
financing those expenditures.

CAPTIAL OUTLAY - Expenditures for the acquisition of capital assets.  This includes the cost
of land, buildings, permanent improvements, machinery, large tools, rolling and stationary
equipment.

CERTIFICATE OF OBLIGATION - Debt sold for the purchase of major capital outlay,
building demolition, and infrastructure improvements.  Property tax and mixed beverage tax
receipts are pledged for repayment of principal and interest.

CHAPTER 380 ECONOMIC DEVELOPMENT AGREEMENTS - Chapter 380 of the Texas
Local Government Code authorizes municipalities to offer incentives designed to promote
economic development such as commercial and retail projects. Specifically, it provides for
offering loans and grants of city funds or services at little or no cost to promote state and local
economic development and to stimulate business and commercial activity. In order to provide a
grant or loan, a city must establish a program to implement the incentives. Before proceeding,
cities must review their city charters or local policies that may restrict a city's ability provide a
load or grant.

CHART OF ACCOUNTS - Standard classifications by which all financial transactions are
recorded and summarized for budgetary and reporting purposes.  Revenue and expenditures are



197

classified according to responsible department or division, expenditure or revenue type, and asset
or liability (or balance sheet) type.

COMMUNITY DEVELOPMENT BLOCK GRANT (CDBG) - a type of federal grant to
improve the infrastructure in low to middle income areas of the community. This includes loans
to low to middle income families for housing rehabilitation.

CONSTRUCTION-IN-PROGRESS – GASB 34 mandates that cities create and maintain a fixed
asset listing of all infrastructure, buildings, equipment, vehicles, and improvements that meet their
approved capitalization policy. Some projects that qualify as fixed assets are started in one fiscal
year and are completed in another.  At the end of the 1st year, since the project is not completed
and the final cost is not known, the capital is accounted for as “Construction-In-Progress” and is
not depreciated until completed.

CONTINGENCY - A budgetary reserve usually set aside for emergencies or unforeseen
expenditures not otherwise budgeted.  A contingency may also be set for a program or service for
which the exact costs are not determined.

DEBT SERVICE - Payment of principal and interest on an obligation resulting from the
issuance of bonds, certificates of obligation notes or time warrants.

DEBT SERVICE FUND - A governmental fund established to repay principal and interest on
outstanding debt.  This fund is usually under the modified accrual basis of accounting.

DELINQUENT TAXES - Taxes that remains unpaid on and after the date due, on which a
penalty for nonpayment is attached.

DEPARTMENT - A major administrative division of the City that indicates overall management
responsibility of an operation or a group of related operations within a functional area.

DEPRECIATION - The process of estimating and recording the lost usefulness or expired
useful life from a fixed assets that cannot or will not be restored by repair and will be replaced.
The cost of the fixed asset’s lost usefulness is the depreciation or the cost to reserve in order to
replace the item at the end of its useful life.

EFFECTIVE TAX RATE - The tax rate that produces the same tax levy as the previous year’s
levy.  The calculation of the ETR follows a formula, stipulated by State law, that factors in
changes in tax value, exemptions and debt service requirements.  Increases above the effective
tax rate that exceed three percent and eight percent require special public notices and City
Council action.

ENCUMBRANCE - The commitment of appropriated funds to purchase an item or service.
Committed funds become encumbered when a purchasing requisition becomes an actual
purchase order.



198

ENTERPRISE FUND - A fund established to finance and account for the acquisition, operation,
and maintenance of governmental facilities and services, which are entirely or predominantly
self-supporting by user charges.  This type of fund uses the accrual basis of accounting.  These
funds are also known as proprietary funds.

EXPENDITURES/EXPENSES - Costs of goods received or services rendered that are recorded
in the accounting system.  Accounts are kept on an accrual or modified accrual basis and
expenditures are recognized whether or not cash payments have been made.  Where accounts are
kept on a cash basis they are recognized only when cash payments have been made.

EXTRATERRITORIAL JURISDICTION (ETJ) - of a municipality is the unincorporated
area that is contiguous to the corporate boundaries of the municipality and that is located:

(1) within one-half mile of those boundaries, in the case of a municipality with fewer than 5,000
inhabitants;
(2) within one mile of those boundaries, in the case of a municipality with 5,000 to 24,999 inhabitants;
(3)within two miles of those boundaries, in the case of a municipality with 25,000 to 49,999 inhabitants;
(4) within 3% miles of those boundaries, in the case of a municipality with 50,000 to 99,999 inhabitants; or
(5) within five miles of those boundaries, in the case of a municipality with 100,000 or more inhabitants.

FISCAL YEAR - A twelve-month period of time to which the annual budget applies and at the
end of which a governmental unit determines its financial position and the results of its
operations.  The City of Clute’s fiscal year is from October 1 to September 30 of each year.

FIXED ASSETS – Capital assets of long-term character that is intended to continue to be held
or used, such as land, buildings, machinery, furniture, and other equipment.

FRANCHISE FEE - A fee levied by the City Council on business that uses the City’s right-of-
way to deliver services.  This fee is usually charged as a percentage of gross receipts.

FUND - An independent fiscal and accounting entity with a self-balancing set of accounts for
recording cash and/or other resources together with all related liabilities, obligations, reserves,
and equities which are segregated for the purpose of carrying out specific activities or attaining
certain objectives.

FUND BALANCE - Unexpended and unencumbered monies left over in any fund from
previous years and available for appropriation.

GENERAL FUND - The largest fund within the City, which includes numerous sub-funds.  It
was established to finance and account for the general receipts and expenditures and is operated
under a modified accrual basis.  This fund may be used for any legitimate municipal purpose.
The sources of revenues for this fund include property and sales taxes, licenses and permits,
fines, fees, and others.  This fund is used for most basic operating services such as public safety,
human and cultural services, parks and recreation, public works, and general government
administration.
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GENERAL LEDGER - A file that contains a listing of the various accounts necessary to reflect
the financial position and results of governmental operations.

GENERALLY ACCEPTED ACCOUNTING PRINCIPLES (GAAP) - A technical term in
accounting that encompasses the conventions, rules and procedures necessary to define accepted
accounting practice at a particular time. The standard of "generally accepted accounting
principles" includes not only broad guidelines of general application, but also detailed rules and
procedures.  The City of Clute will maintain and produce financial reports in conformance with
generally accepted accounting principles and pronouncements by the Governmental Accounting
Standards Board.

GENERAL OBLIGATION BONDS - Bonds that finance a variety of public projects such as
streets, buildings, and improvements.  The repayment of these bonds is usually made from the
General Fund, and these bonds are backed by the full faith and credit of the issuing government.

GOVERNMENTAL ACCOUNTING STANDARDS BOARD (GASB) - is the source of
generally accepted accounting principles (GAAP) used by State and Local governments in the
United States. As with most of the entities involved in creating GAAP in the United States, it is
a private, non-governmental organization.

GOVERNMENTAL ACCOUNTING STANDARDS BOARD 34 / (GASB 34) - A
governmental accounting standard board statement that requires two financial statements of
governmental funds: a balance sheet and a statement of revenues, expenditures, and changes in
fund balances.  In addition, Management’s Discussion and Analysis (MD&A) is required.  Funds
have been redefined and account groups have been eliminated.  Major funds will be reported
instead of fund types.

GRANT - A contribution by a government or other organization to support a particular function.
Grants may be classified as either categorical or block depending upon the amount of discretion
allowed to the grantee.

HOTEL OCCUPANCY TAX (HOT) - A 7% tax assessed by the city on all room rentals of
durations less than one week. State law regulates the uses of this tax to programs and events
designed to promote the convention and tourism industry.

INTERFUND TRANSFER - Transfers of resources from one fund to another, usually for the
reimbursement of services provided or for debt service or capital outlay funds.

INTERGOVERNMENTAL REVENUE - Revenue received from another governmental entity
for a specified purpose.  Funds from the State of Texas, and through recovery of indirect costs
from federal and state agencies.

LIABILITY - Debt or other legal obligation arising out of a transaction in the past, which must
be liquidated, renewed o refunded at some future date.  This term does not include
encumbrances.
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LONG-TERM DEBT - Debt with a maturity date beyond one year after the date of issuance.

MODIFIED ACCRUAL ACCOUNTING - This method of accounting is a combination of
cash and accrual accounting, under which revenues are recorded when measurable and available
and expenditures are recorded when the transaction is measurable, the liability is incurred and
current resources will liquidate the liability.

NON-RECURRING EXPENSE/COST – expenditures that are usually one-time and are NOT
an ongoing or continual expenditure that is expected to occur more than just one time (examples:
Most Capital Expenditures).

OPERATING BUDGET - The portion of the budget that pertains to daily operation that provide
basic governmental services.  The operating budget contains appropriations for such
expenditures as personnel, supplies, utilities, materials, travel, and fuel and the proposed means
of financing them.

ORDINANCE - A formal written document signed by the Mayor.  An ordinance is the
equivalent of a municipal statute, passed by the City Council, or equivalent body, and governing
matters not already covered by federal or state law.  Ordinances commonly govern matters of
municipalities such as zoning, building, safety, etc.  Ordinances are used to award contracts,
appropriate funds, establish tax abatement districts, amend or add new materials to the Code of
Ordinances, or revise anything already done by ordinance.

PROPRIETARY FUNDS - A category of funds that include the Water and Sewer Fund.  These
activities have characteristics (i.e., self-supporting through user fees and charges) similar to
private sector entities.  These funds are accounted for using the full accrual basis of accounting.
These funds are also known as enterprise funds.

RECURRING EXPENSE/COST – an ongoing or continual expenditure, expected to occur
more than just one time (examples:  Salary, Benefits, most operational costs).

RESERVE - An account used to indicate that a portion of a fund’s balance is legally restricted
for a specific purpose and is, therefore, not available for general appropriations.

SPECIAL REVENUE FUND – A fund used to account for the proceeds of specific revenue
sources that are legally restricted to expenditures for specified purposes.

TAX LEVY – The total amount to be raised by general property taxes for purposes specified in
the Tax Levy Ordinance.

TAX RATE – The property tax rate is determined by the City and is governed by Truth-in-
Taxation established and enforced by the State of Texas.  There are two components to the rate
(1) Maintenance and Operations and (2) Interest and Sinking.
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TRUTH-IN-TAXATION – state laws that block local governments from raising the total
amount of property taxes they collect from one year to the next when assessed values go up.
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