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August 7, 2012

Honorable Mayor and City Council
League City, Texas

Dear Mayor Paulissen and City Council:

The Proposed Budget for FY 2013 is hereby submitted for your review and consideration. It is
largely the product of 11 City Council workshops with City staff to identify needs for the coming
fiscal year. The priorities you set at the end of that process are preserved in the Proposed
Budget. | trust it meets your approval.

The Proposed Budget includes more than $205 million of investment in City services and
infrastructure: including $96.8 million for operations, $3.5 million for one-time items funded with
excess fund balance (our savings account), and $105.1 million for capital projects. The
Proposed Budget is based on principles reflected in the City's values and Council's goals (for
more on this document’s alignment with Council goals, please see the chart following this letter):

e Minimize the financial burden on the City’s taxpayers

— The Proposed Budget includes a 1.3 cent property tax rate cut, the third year in a row
this rate has been reduced. In FY 2011, the rate was reduced from $0.63 to $0.616; last
year, it was again reduced to $0.61. This Budget is based on a $0.597 rate per $100 of
taxable value. The cumulative effect of these reductions, should you approve, will be to
have reduced taxes a total of $102 over three years for the owner of a $170,000 home.

- The Budget also holds water and wastewater rates at 2008 levels for the fifth straight
year, and demonstrates the City’s ability to continue addressing priority water and
wastewater system needs within existing and projected revenues.

- The Budget incorporates anticipated savings for refunding City bonds at lower interest
rates; outside of this Budget, we also still have plans to proceed in the near future with
refunding of Public Improvement District developer debt that will save property owners
substantial amounts on their remaining annual assessments.

- Economic development is also addressed to diversify the City's tax base with more
guality commercial properties that will generate tax revenues and reduce homeowners’
tax burden. Working with Council and the Growth and Development Advisory
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Committee, we plan to formulate economic development policy that ensures incentives
are market-driven and protects League City taxpayers from undue cost and risk.

Most importantly, the Budget includes a net gain over FY 2012 of one additional position.
This maintains the City’s position on a per capita basis as one of the leanest staffed city
governments in the area. It also recognizes the quality of City staff and their capacity to
meet a growing City’s needs without automatic annual increases in every department.

Provide a balanced program of quality service

The Proposed Budget provides quantitative measures of performance that allow readers
to gauge the City’s progress and success in various operating areas. For the third year
in a row, departments are providing performance measures as a part of the Budget.
These are to be monitored throughout the year along with revenue and expenditures.
Infrastructure is a key portion of the service delivery formula. This Budget includes
funds for $105.2 million in capital projects that address water, traffic, streets, drainage,
police, fire, EMS, parks and libraries. If we do not continue to renew and add to the
City’s capital stock, then our service delivery will suffer in every major basic service area.
The Proposed Budget accomplishes this while minimizing taxpayers’ financial burden.
Customer service will be a primary focus across the City in FY 2013. This will include
creation of new employee recognition opportunities, increased emphasis on the 311
system as a means of tracking and resolving constituent concerns, and implementation
of guidelines for interactions with customer, whether by phone or e-mail or in the field.
We must continue to develop courtesy and responsiveness as fundamentals of our
approach while setting a foundation for healthy, productive communications between the
City and its customers.

Make annual decisions that can be sustained over the long term

This is the “do no harm” principle: This Proposed Budget addresses needs in major
areas that could become a problem if left unaddressed.

Water supply, our most critical issue, is addressed with a strategy of adding
incrementally to this most basic element of our existence at a rate we can afford.
Employee compensation is adjusted, providing salary increases in line with market
conditions while scaling back portions of the health benefits plan to more closely mirror
packages offered by neighboring cities and the surrounding labor market.

Financial reserves are maintained at levels that provide a necessary cushion against the
likelihood that we will face another major tropical storm or comparable emergency at
some point in the foreseeable future. Operating reserves are maintained to cover 90
days of operations and Debt Service reserves meet legal requirements.

We continue to care for existing City assets: City facilities, technology, and fleet renewal
and replacement are addressed so as to support efficiency of City operations now and in
the future.

Long-term debt is planned and structured for affordability and annual review. As our
long-term financial planning considers local and national economic factors, the annual
budget that derives from this long-term plan allows the Council to re-evaluate the City’'s
position each year and ensure that the City continues to live within its means.



We are creating a customer friendly, responsive, innovative and financially responsible
government. This is a marathon, not a sprint. The City’s management team is committed to
seeing this effort through. Thank you for your assistance in the preparation of this Proposed
Budget for FY 2013.

Sincerely,

Michael W. Loftin
City Manager



PROPOSED FY 2013 BUDGET
CITYWIDE SUMMARY

Overview

The FY 2013 Proposed Budget includes $204.5 million, including $95.8 million for expenditure on
City services, $105.2 million for capital projects, and $3.5 million for one-time uses of fund balance.
[Note: The Proposed Budget is a document specifically required by State law that of necessity
includes some transfers among City funds that therefore represent double counting of the same
items. Examples include the appropriation of fund balance for one-time CIP items that end up in both
parts of the FY 2013 Proposed Budget.]

Operations are being increased by $4.9 million from the FY 2012 Adopted Budget of $91.9 million
and $4.1 million from the estimated final spending amount for FY 2012 of $91.7 million. Significant
reasons for this include the net cost of opening the Eastern Regional Park ($295,000), increased
debt service payments, net of savings from refunding old debt ($2.6 million), compensation
increases for City employees ($1.3 million), and the net cost of new positions versus eliminated
position and/or positions vacant for a significant portion of FY 2012 ($1.6 million).

Total City revenue is $94.3 million, $0.3 million less than is estimated to have been collected in FY
2012. The Proposed Budget includes a 1.3 cent property tax decrease that reduces revenue by
$728,000 with new construction in the City bringing in $711,000 property tax. Water rates are
proposed to remain constant in FY 2013, the fifth year the current rates have been in effect. A
general growth rate of 2.3% is being assumed underlying estimates of water, franchise tax and other
revenue. Amounts shown in the ensuing table include interfund transfers with the exception of
amounts paid by General and Utility funds for fleet maintenance and replacement to the Motor Pool
Internal Service Fund.

General Fund

The Proposed Budget for the City’s largest fund, the General Fund, is $49.35 million or $313,000
and 0.6% more than the FY 2012 Amended Budget. Proposed General Fund revenue is based on
the reduced overall property tax rate of $0.597, and a reduction in the maintenance and operations
portion of the rate from approximately $0.385 to $0.375 per $100 of taxable value. The Proposed
General Fund budget uses no fund balance to fund operating costs, includes a proposed
appropriation from fund balance for $2.5 million for cash funded CIP projects ($2.06 million) and
one-time operating needs in accordance with priorities preliminarily agreed to by City Council. The
FY 2013 ending fund balance for the General Fund is projected at $12.85 million or 95 days of
operating expenses. The General Fund is projected to end FY 2012 with 115.6 days of working
capital after an anticipated appropriation of $3 million from General Fund balance to pay down debt
via an August sale of refunding bonds.

Utility Fund

The FY 2013 Proposed Budget for the Utility Fund is $30.4 million, including operations, debt service
for bonds used to build water and wastewater project, and appropriation of fund balance for capital
projects. This is $1.6 million larger than the FY 2012 Budget and Estimated, or a 5.5% increase.
Roughly 65% of this increase, or $1.05 million, is attributable to an increase in debt service
payments attributable to new bonds to be issued in support of the FY 2013 water and wastewater
CIP. The Utility Fund is expected to end FY 2013 with a $17.3 million fund balance, $9.2 million of
which is required to cover legally required debt service reserves and 90 days of operating expenses.
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The excess fund balance of $8.1 million can provide the means to avoid future water rate increases
for several years as demonstrated in five year projections shown in the Budget and CIP.

Debt Service Fund

The Debt Service Fund’'s FY 2013 Proposed Budget for expenditures is $13.28 million, a $1,540,000
increase over FY 2012. This increase is attributable to new bonds anticipated to be sold in August
2012 for the new public safety building and other tax-supported capital projects. The ending fund
balance of $2.7 million is $800,000 less than FY 2012, but this has been anticipated for several
years by a build-up of reserves to ease the transition to paying the aforementioned bonds in FY
2013. Because of the refunding mentioned earlier, and the inclusion of the $3 million fund balance
in that refunding, the Proposed Budget features a three-tenths of one cent reduction in the debt
service portion of the property tax rate. The FY 2013 proposed property tax rate is $0.222 compared
with last year's $0.225 per $100 of taxable value.

Special Revenue Funds

Special revenue funds provide the means to document and demonstrate that legally dedicated
revenue is being used for its required statutory purpose. Total spending in the FY 2013 Proposed
Budget for the Special Revenue Funds is $3.7 million, $1.1 million more than in FY 2012. The 4B
Maintenance and Operations Fund includes $400,000 of this increase as the direct result of the
opening and full year's operations of the Eastern Regional Park in FY 2013. Projects funded in the
FY 2012 Budget from the General and Utility Funds are expected to be implemented in FY 2013,
accounting for $309,000 of the increase. The balance of the increase includes $100,000 in the Hotel
Occupancy Tax Fund, $138,000 in the Emergency Response Fund, and $100,000 for a new special
fund established to provide a means of collecting payments from other jurisdictions who are
members of the city’s public safety system consortium.

Motor Pool Fund

Revenue and expenditures in the Motor Pool Internal Service Fund are not shown as a part of the
total operating budget because they are financed through payments made by the General and Utility
funds for vehicle maintenance and replacements. The Motor Pool Fund balance, however, is
considered a part of the City’s operating fund reserves.

Capital Budget
The first year of the FY 2013-2017 Proposed Capital Improvement Plan includes $105.2 million in

projects, the vast majority of which is infrastructure and public safety.

FY 2013 CIP BY PROGRAM ($Millions)

Streets and Drainage

A A B Traffic
B Public Safety

B Water
$26.9 B Wastewater
Parks/Other




FY 2013 PROPOSED BUDGET
FUND SUMMARY BY YEAR

FY 2011 FY 2012 FY 2012 FY 2013
ACTUAL BUDGET ESTIMATED PROPOSED
BEGINNING FUND BALANCE
General Fund 21,281,645 20,342,175 20,342,175 15,364,299
Utility Fund 17,903,333 19,421,509 19,421,509 18,805,812
Debt Service Fund 2,128,323 2,733,383 2,733,383 3,617,383
Special Revenue Funds 1,531,567 2,403,850 2,403,850 3,075,506
TOTAL 42,844,868 44,900,918 44,900,918 40,763,001
REVENUE
General Fund 48,543,246 49,037,500 49,637,350 49,382,450
Utility Fund 30,791,024 27,141,000 28,182,900 28,911,900
Debt Service Fund 12,470,579 12,542,500 12,528,000 12,481,000
Special Revenue Funds 3,385,036 4,292,010 4,366,245 3,528,330
TOTAL 95,189,885 93,013,010 94,714,495 94,303,680
EXPENDITURES
General Fund 47,360,691 49,038,214 48,500,406 49,351,698
Utility Fund 29,272,848 28,847,237 28,798,597 29,385,517
Debt Service Fund 11,865,519 11,809,900 11,744,000 13,281,000
Special Revenue Funds 1,481,693 4,127,888 2,640,884 3,696,260
TOTAL 89,980,751 93,823,239 91,683,887 95,714,475
REVENUES OVER/(UNDER) EXPENDITURES
General Fund 1,182,555 (714) 1,136,944 30,752
Utility Fund 1,518,176 (1,706,237) (615,697) (473,617)
Debt Service Fund 605,060 732,600 784,000 (800,000)
Special Revenue Funds 1,903,343 164,122 1,725,361 (167,930)
TOTAL 5,209,135 (810,229) 3,030,608 (1,410,795)
APPROPRIATION OF FUND BALANCE
General Fund 2,122,025 3,114,820 6,114,820 2,543,900
Utility Fund 2,321,000 1,000,000 1,000,000 1,000,000
TOTAL 4,443,025 4,114,820 7,114,820 3,543,900
ENDING FUND BALANCE
General Fund 20,342,175 17,226,641 15,364,299 12,851,151
Utility Fund 19,421,509 17,715,272 18,805,812 18,332,195
Debt Service Fund 2,733,383 3,465,983 3,617,383 2,717,383
Special Revenue Funds 3,434,910 2,567,972 4,129,211 2,907,576
SUBTOTAL 45,931,978 40,975,869 41,816,706 36,808,306
Motor Pool Fund 728,196 1,839,156 1,840,783 2,174,143
TOTAL WITH MOTOR 46,660,174 42,815,025 43,657,489 38,982,449

POOL FUND BALANCE

OPERATING AND CAPITAL BUDGET SUMMARY

OPERATING BUDGET
APPROPRIATION OF FUND BALANCE

CAPITAL BUDGET

GRAND TOTAL FY 2013 BUDGET

FY 2012

FY 2013
ADCPTED PROPOSED
BUDGET
91,928,579 95.714.475
2.518.500 3.543.900
107,273,000 105,154,049
201,720,079 204.412.424

NOTE: The Motor Pool Internal Service Fund revenue and expense are not included in the totals above
to avoid duplication of the $2,887,987 included as part of the General and Utility Fund budgets that are
transfers to the Motor Pool Fund for services. Motor Pool Fund balances, however, can be considered
a part of the City's reserves and are shown as part of the Ending Fund Balance section above.

Corrected 8/22/2012



PROPOSED FY 2013 BUDGET
GENERAL FUND SUMMARY

OVERVIEW

The General Fund provides financing for all of the City’s basic services except water and
wastewater, which are accounted for through the Utility Fund. General Fund services include all
public safety (police, fire, EMS) along with street, drainage and parks maintenance and
recreation and library programs. The City’s main governmental buildings are maintained and
operated through the General Fund, and all of the City’s main governmental functions, including
Mayor and City Council, the City Manager’s office, finance, purchasing and information
technology, are operated through the General Fund.

General Fund revenues come primarily from broad based taxes, including property, sales and
franchise taxes. The General Fund’s largest expenditure category is compensation — salaries
and benefits — paid to the staff that provides the basic services described above.

FY 2013 PROPOSED BUDGET
GENERAL FUND

FY 2011 FY 2012 FY 2012 FY 2013
ACTUAL BUDGET ESTIMATED PROPOSED
BEGINNING FUND BALANCE 21,281,645 20,342,175 20,342,175 15,364,299
REVENUES 48,543,246 49,037,500 49,637,350 49,382,450
EXPENDITURES 47,360,691 49,038,214 48,500,406 49,351,698
REVENUES OVER/(UNDER)
EXPENDITURES 1,182,555 (714) 1,136,944 30,752
LESS: APPROPRIATION OF
FUND BALANCE 2,122,025 3,114,820 6,114,820 2,543,900
ENDING FUND BALANCE 20,342,175 17,226,641 15,364,299 12,851,151
DAYS OF WORKING CAPITAL 156.8 128.2 115.6 95.0

FINANCIAL OUTLOOK

The FY 2013 Proposed Budget for the General Fund is based on a one cent reduction in the
property tax rate and a recommended change in the City’s reserve policy to 90 days of
operating expenses from 120 days of expenses. This recommendation is to support the use of
$3 million in FY 2012 to pay down debt. This enables an additional reduction in the property tax
rate of three-tenths of one cent used to pay down debt, bringing the total tax rate reduction to
1.3 cents, reducing the rate from $0.61 to $0.597 per $100 of taxable value. Proposed revenue
for FY 2013 exceeds proposed expenditures by $30,752 (see above). Also the Proposed
Budget includes an ending fund balance that is 5 days or $680,000 more than the 90 day
minimum.



FY 2013 PROPOSED BUDGET
GENERAL FUND SUMMARY

FY 2011 FY 2012 FY 2012 FY 2013
ACTUAL BUDGET ESTIMATED PROPOSED
REVENUES
Property Taxes 21,320,464 21,602,000 21,099,000 21,079,000
Sales Taxes 11,050,539 10,971,000 11,875,000 11,520,000
Franchise Fees 4,657,634 4,728,000 4,698,900 4,807,900
Other Taxes 117,386 135,000 105,000 110,000
License and Permits 1,784,078 1,720,500 1,981,800 1,947,700
Grant Proceeds 232,948 134,500 246,050 134,500
Charges for Services 4,210,976 4,598,500 4,573,700 4,584,250
Fines and Forfeits 1,871,106 2,037,000 1,817,000 1,817,000
Investment Earnings 47,085 52,000 52,000 52,000
Miscellaneous 1,251,030 1,059,000 1,188,900 1,080,100
Transfers 2,000,000 2,000,000 2,000,000 2,250,000
TOTAL REVENUES $48,543,246 $49,037,500 $49,637,350 $49,382,450
EXPENDITURES
Public Safety Directorate
Police 14,810,963 14,875,276 14,861,630 14,962,050
Animal Control 579,954 548,222 510,905 645,990
Fire Department 977,895 1,387,483 1,386,883 1,185,850
Fire Marshal 481,542 487,377 485,461 493,880
Emergency Medical Services 2,266,803 2,418,235 2,407,120 2,792,540
Emergency Management 341,871 354,256 353,844 262,900
Fire Department Drill Field 37,230 97,400 85,000 0
Subtotal 19,496,257 20,168,249 20,090,843 20,343,210
Public Works Directorate
Public Works Administration 411,137 603,940 622,558 132,160
Engineering/Project Management Office 1,109,235 710,670 669,598 1,514,270
Streets and Stormwater 4,519,132 4,456,573 4,334,152 4,384,883
Facilities Maintenance 1,695,343 1,656,235 1,678,410 1,674,250
Traffic and Transportation 361,141 848,680 738,433 572,245
Solid Waste 2,787,378 2,805,000 2,845,000 2,845,000
Subtotal 10,883,366 11,081,098 10,888,151 11,122,808
Parks & Cultural Services Directorate
Helen Hall Library 2,161,766 2,016,243 1,971,908 1,839,416
Park Operations 1,028,333 1,077,999 1,064,723 1,196,530
Park Recreation 633,541 670,570 639,117 562,240
Sportsplex Operations 341,448 359,057 366,146 422,628
Sportsplex Recreation 146,503 130,550 125,126 89,010
Park Planning 242,216 246,590 244,245 257,630
Subtotal 4,553,808 4,501,009 4,411,265 4,367,454
Finance Directorate
Accounting 1,196,796 1,136,510 1,082,905 1,287,270
Municipal Court 560,049 599,681 598,481 582,000
Purchasing 231,125 262,900 262,426 262,330
Subtotal 1,987,970 1,999,091 1,943,812 2,131,600




FY 2013 PROPOSED BUDGET
GENERAL FUND SUMMARY

FY 2011 FY 2012 FY 2012 FY 2013
ACTUAL BUDGET ESTIMATED PROPOSED
Planning and Development Directorate
Planning 1,101,652 913,750 905,736 874,950
Building Inspections 1,027,643 1,075,400 1,081,399 1,075,871
Code Compliance 372,337 473,594 441,877 621,640
Economic Development 124,745 175,420 183,330 374,300
Subtotal 2,626,376 2,638,164 2,612,342 2,946,761
Administration Directorate
City Manager 657,403 667,410 665,604 554,070
City Secretary 393,416 342,720 324,892 350,500
City Attorney 607,167 975,000 975,000 735,000
Mayor and Council 144,027 188,160 165,260 168,470
Budget Office 381,313 316,230 305,009 264,170
Information Technology 1,428,901 1,780,600 1,782,536 1,987,555
Communications Office 0 0 0 349,940
Human Resources 940,417 1,015,254 984,385 940,160
Civil Service 45,276 79,030 78,930 78,000
Subtotal 4,597,920 5,364,404 5,281,616 5,427,865
Non Departmental 3,214,995 3,286,199 3,272,377 3,012,000
TOTAL EXPENDITURES 47,360,691 49,038,214 48,500,406 49,351,698
Revenues Over/(Under) Expenditures 1,182,555 (714) 1,136,944 30,752
Beginning Fund Balance 21,281,645 20,342,175 20,342,175 15,364,299
Est. Ending Fund Balance 22,464,200 20,341,461 21,479,119 15,395,051
Less: Appropriation of Fund Balance
Debt 0 0 3,000,000 0
One-Time Operating Items 0 272,100 272,100 488,900
Cash CIP Projects 2,122,025 2,842,720 2,842,720 2,055,000
Subtotal 2,122,025 3,114,820 6,114,820 2,543,900
Budgeted Ending Fund Balance 20,342,175 17,226,641 15,364,299 12,851,151
Days of Working Capital 156.8 128.2 115.6 95.0
TOTAL GENERAL FUND APPROPRIATION 49,482,716 52,153,034 54,615,226 51,895,598




RECENT SPENDING TREND

The chart below demonstrates the operational budget discipline displayed over the last four
years. During this time, League City’s population has grown from 83,560 in the 2010 U.S.
Census to an estimated 89,200 in 2013. On a per capita basis, spending has actually dropped
from $559 per capita in FY 2010 to $553 per capita in FY 2013.

General Fund Operations
Spending Per Capita
Has Declined Since FY09
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CITY COUNCIL PRIORITIES

Following a series of nine workshops, City Council provided priorities for General Fund
operational spending and use of General Fund Balance. The charts that follow demonstrate
how the Proposed Budget addresses those priorities. The only variations from the priorities
approved by City Council for General Fund operations are as follows:

1. Several new positions were budgeted for nine months instead of twelve, allowing for lag
time in filling these new positions.

2. City Council also tabled approving any specific amount to be reduced from the Proposed
Budget and left that to the City Manager’s discretion. The reductions arrived at and
shown in the chart total $585,660, more than 1% of the total budget. These reductions
were largely made in non-personnel accounts and were accomplished without
hampering or negatively affecting basic services.

The General Fund Budget was finalized as follows:

e Adding $1 million to reflect City Council priorities
Cutting $585,000 from departmental budgets and eliminating three positions at a savings
of $219,000;

e Eliminating the Traffic Engineer position to provide funds to move the NPDES program
from the CIP to the operating budget;

e Adjusting the Utility Fund transfer to the General Fund by $250,000; and

¢ Moving the Blackboard Connect annual subscription to the General Fund from the
Emergency Management Fund.



FY 2013 PROPOSED BUDGET
UTILITY FUND SUMMARY

OVERVIEW

The Utility Fund is an enterprise fund that provides funding for water and wastewater operations
as well as system improvements. Its primary source of income is water and wastewater fees

paid by water system customers most of whom are residential. The FY 2013 Proposed Budget
for the Utility Fund is based on the current water and wastewater rate schedule, providing funds
to meet the growing needs of the City.

FY 2013 PROPOSED BUDGET

OVER/(UNDER) 90 DAYS

UTILITY FUND
FY 2011 FY 2012 FY 2012 FY 2013
ACTUAL BUDGET ESTIMATED PROPOSED
BEGINNING FUND BALANCE 17,903,333 19,421,509 19,421,509 18,805,812
REVENUE 30,791,024 27,141,000 28,182,900 28,911,900
EXPENDITURES
OPERATING EXPENDITURES 15,190,239 15,920,486 15,315,597 15,897,517
DEBT SERVICE 11,761,609 11,926,751 12,483,000 13,488,000
TRANSFER TO CIP 2,321,000 1,000,000 1,000,000 1,000,000
SUBTOTAL EXPENDITURES 29,272,848 28,847,237 28,798,597 30,385,517
REVENUES OVER/(UNDER)
X PENDITURES 1,518,176 (1,706,237) (615,697) (1,473,617)
ENDING FUND BALANCE 19,421,509 17,715,272 18,805,812 17,332,195
UTILITY FUND RESERVES
EXISTING DEBT SERVICE (AVERAGE
ANNUAL REVENUE BOND DEBT 6,006,553 5,813,110 5,364,648 5,367,660
SERVICE) - COMMITTED
90 DAYS OF OPERATING
EXPENDITURES AS WORKING 3,745,538 3,925,599 3,776,449 3,919,936
CAPITAL - COMMITTED
TOTAL RESERVE REQUIRED 9,752,091 9,738,709 9,141,097 9,287,596
EXCESS RESERVE 9,669,418 7,976,563 9,664,716 8,044,600
DAYS OF WORKING CAPITAL 9323 182.9 230.3 184.7

FINANCIAL OUTLOOK

The Utility Fund’s financial health as shown here is critical to the City meeting the challenge of
rapid growth and shortage of water supply. The Proposed Capital Improvement Plan for FY
2013-2017 includes plans to finance and construct $130.9 million in water and wastewater
projects over the next five years. The FY 2013 Proposed Budget for Debt Service includes
principal and interest payments for bonds to be sold in August 2012 in support of the FY 2013

Capital Budget for Water and Wastewater projects.




The reserves shown on the previous page reflect current City policy, including recognition of
debt service reserves required by bond covenants and City ordinances as a portion of the Utility
Fund balance. In turn, the City maintains 90 days of reserves to meet operating expenditures
for that period of time in an extended emergency. The proposed “Working Days” calculation
excludes debt service because of the aforementioned debt service reserve policy proposal.

Water revenue in FY 2012 is estimated to be slightly over budget, with this difference attributed
to a slightly faster growth rate than anticipated. FY 2012 has also turned out to be more of a
“normal” year from a rainfall standpoint. The water revenue model shown below is based on
projecting what a normal or average year for rainfall should produce, as opposed to an
extremely dry or wet year. It provides the basis for the FY 2013 water and wastewater revenue
estimate.

Water Revenue Explained and Projected
Using Total Customers and Rate Variable
(Rates Constant for FY 2013-17 Projection)
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The blue diamonds indicate actual revenue collections by year, while the green dots show the
amount of estimated revenue that should have been collected had the year in question had a
normal amount of rainfall. As you can see, actual revenues in FY 2009 and 2011 exceeded
expected revenue significantly. FY 2010 and FY 2012 revenue was just as expected due to
more normal weather conditions for the year.

The FY 2013 Budget assumes a normal year for weather conditions, relying on the water
revenue model results. The model includes the number of total water customers and a variable
that adjusts over time for changes in rates. A 2.3% increase in total water customers is
expected in FY 2013 over FY 2012, and current rates are expected to remain constant.
Wastewater revenue is estimated as a proportion of water revenue. The net effect is a
Proposed Budget for Utility Fund revenue that is 2.6% higher than FY 2012.



FY 2013 PROPOSED BUDGET
UTILITY FUND REVENUE DETAIL

CATEGORY FY 2011 FY 2012 FY 2012 FY 2013
ACTUAL BUDGET |ESTIMATED| ADOPTED
Charges for Service
541-00-00 | |Water Sales 17,387,707 14,600,000 15,112,000 15,517,000
542-00-00 | |Wastewater Sales 12,214,105 11,500,000 12,090,000 12,414,000
543-01-00 | | Tap Fees 302,750 300,000 250,000 250,000
543-02-00 | |New Connection Fees 62,639 60,000 60,000 60,000
543-03-00 | |Reconnection Fees 65,345 60,000 55,000 55,000
544-00-00 | |Late Fees 328,299 300,000 300,000 300,000
Charges for Service Subtotal 30,360,845 26,820,000 27,867,000 28,596,000
Other Revenues
545-01-00 | |Meter Sales 193,314 200,000 175,000 175,000
545-02-00 | |Water Well Permits 25 100 100 100
545-04-00 | |Reimb for Senvices 4,208 5,000 5,000 5,000
545-05-00 | |Miscellaneous Income 14,214 12,500 12,500 12,500
550-02-00 | |Southeast Texas Housing 13,737 - - -
545-13-00| ([CC Ave WL Recowery Fees 527 - - -
Other Revenues Subtotal 226,025 217,600 192,600 192,600
Interest Income
555-00-00 | |Interest Income 32,079 30,000 30,000 30,000
555-05-05 | [Interest Income Investments - -
555-05-80 | |Interest Income TxPool Resene 372 500
555-08-00| |Interest Income - CD 8,873 7,000 7,000 7,000
555-08-85 | |Interest Income - 2005 Bond 737 - - -
555-05-88 | |Int - RevBond Resene 1,300 1,300
555-09-00 | [Interest Income TxStar Reserve 7,755 8,500 8,500 8,500
555-09-50 | [Interest Income - Texstar Reserx 608 500 500 500
Interest Income Subtotal 50,424 46,500 47,300 47,300
Miscellaneous:
425-01-00| [Surplus Property Sales 1,632 1,000 20,000 20,000
425-09-00 | [Proceeds from Lease 56,056 55,900 56,000 56,000
427-05-00 | [Bond Proceeds
429-28-00 | [Reimbursements - - - -
429-28-40 | |Reimb from insurance 3,641 - - -
558-00-00 | [Gain on Sale of Bonds 92,402 - -
581-24-00 | [Transfer from CDBG (041) - - -
Miscellaneous Subtotal 153,731 56,900 76,000 76,000
Total Utility Fund Revenue 30,791,024 27,141,000 28,182,900 28,911,900
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UTILITY FUND REVENUE SUPPORTED DEBT
PRE-FY2013 SALE

Fiscal Year | Principal Interest Total
2013 6,060,066 | 6,305,600 | 12,365,666
2014 6,739,428 | 6,084,548 | 12,823,976
2015 6,435,503 | 5,853,011 | 12,288,514
2016 6,125,204 | 5,625,937 | 11,751,141
2017 6,513,204 | 5,390,199 | 11,903,403
2018 6,414,101 | 5,143,361 | 11,557,462
2019 6,654,999 | 4,887,506 | 11,542,505
2020 6,886,999 | 4,613,463 | 11,500,462
2021 7,176,000 | 4,319,838 | 11,495,838
2022 7,478,000 | 4,007,632 | 11,485,632
2023 7,566,000 | 3,690,427 | 11,256,427
2024 7,903,000 | 3,372,974 | 11,275,974
2025 8,276,000 | 3,010,565 | 11,286,565
2026 7,763,000 | 2,600,899 | 10,363,899
2027 8,124,000 | 2,249,995 | 10,373,995
2028 8,541,000 1,844,597 | 10,385,597
2029 8,686,000 1,447,763 | 10,133,763
2030 9,104,000 1,035,325 | 10,139,325
2031 9,561,000 596,225 | 10,157,225
2032 2,661,000 301,250 | 2,962,250
2033 2,140,000 163,750 | 2,303,750
2034 2,205,000 55,125 2,260,125

Totals| 149,013,504 | 72,599,988 | 221,613,491

NOTE: As of September 30, 2011, the City of League City held business activity-type (i.e. water
and wastewater lines and plants) liquid and capital assets valued at $270,065,846 after
accounting for depreciation (Source: Comprehensive Annual Financial Report, October 1, 2010
to September 30, 2011).

Current Utility Fund Debt with FY 13 Sale
Declines Slightly Over Time
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