


Due to the passage of S.B. No. 656, Section 102.007 of the Texas Local Government Code, was amended to require that
the following information be included as the cover page for a budget document:

This budget will raise more revenue from property taxes than last year’s
budget by an amount of $228,261.52, which is a 7.0339% increase from
last year’s budget. The property tax revenue to be raised from new
property added to the tax roll this year is $25,415.

Upon calling for a vote for approval of an ordinance adopting the City of Hillsboro 2015-16 Fiscal Year Budget, the
members of the City Council voted as follows:

City Council Aye Nay Absent

Eric Fleming, Councilmember - Place 1

Andy Smith, Councilmember - Place 2

Dana Robinson, Councilmember - Place 3

Frances Zarate, Councilmember - Place 4

John Versluis, Councilmember - Place 5

L[] <] <[] <

Scott Johnson, Councilmember - Place 6

The municipal property tax rates for preceding fiscal year, and each municipal property tax rate that has been adopted or
calculated for the fiscal year, include:

Fiscal Year 2015-16 2014-15

Proposed Rate S 0.806400 | S 0.818331
Total Adopted Rate S 0.806400 | S 0.818331
Adopted Operating Rate S 0.601500 | $ 0.565831
Adopted Debt Rate S 0.204900 | § 0.252500
Effective Tax Rate S 0.753500 | S 0.798600
Effective Tax Rate (M&Q) $ 0.704400 | $ 0.743700
Maximum Operating Rate (M&O0) | $ 0.760700 | $ 0.803100
Debt Rate (I1&S) S 0.227600 | S 0.287000
Rollback Rate S 0.806400 | S 0.892700

The total amount of outstanding municipal debt obligations (principal & interest) is as follows:

Type of Debt Total Outstanding Debt | Current Year Debt
Property Tax Supported | $ 11,070,426 | S 884,190
Self-Supporting S 1,192,407 | S 270,787
Total Debt S 12,262,833 | S 1,154,977

Note: The total amount of outstanding debt obligations considered self-supporting is currently secured by lease payments and hotel occupancy tax
revenues. In the event such amounts are insufficient to pay debt service, the City will be required to assess an ad valorem tax to pay such

obligations.



./ " TEXAS
a Hillshoro

City Manager’s Message

TO: Honorable Mayor and City Council
FROM: Frank Johnson, City Manager

DATE: September 15, 2015

SUBJECT: Submission of FY 2016 Proposed Budget

It is my honor to serve the City Council and the citizens of Hillsboro. One of the most important
responsibilities of the City Manager is to propose a budget for the upcoming fiscal year that is balanced,
meets the needs and expectations of the community, and is appropriate to the economic conditions of
the City.

The Proposed FY 2016 Budget is cognizant of the economic conditions facing Hillsboro. While positive
economic signs are occurring, our community continues to feel the effects of the economic slowdown
and this budget reflects that by decreasing the tax rate from $0.818331 to the rollback rate of $0.8064.
The General Fund allocates $8,537,850, an increase of $1,070,360 (14.33% increase) from FY 2015. The
majority of this increase is due to increases in ad valorem taxes and sales tax revenue. The budget also
includes $750,000 for the award of a Texas Capital grant. This year’s budget includes a transfer of
$150,000 to the Street Capital Fund for future improvements. Also, it reflects the reorganization of the
Inspections Department and the reestablishment of the Main Street Program under the City’s umbrella.
The Water and Wastewater Fund does anticipate a rate increase of 2.00% for the fiscal year. The Water
and Wastewater Fund budget reflects a deficit of $1,250,000. However, the deficit (for wastewater
improvements) will be funded with the proceeds collected from a legal settlement received in FY 2013.
Water and Wastewater operations are to be funded by projected revenues.

Budget Philosophy

The proposed budget anticipates minor economic growth through FY 2016. This budget was built on the
following set of budget principles:

1. Balanced — Expenditures not to exceed Revenues — General Fund revenues meet planned

expenditures.
2. Reduces the prior Tax Rate — The total property tax decreased to $0.8064 to remain at the

rollback rate.
3. Prioritize Programs — Council and staff have prioritized General Fund programs.
Fund Priorities — Funding decisions are based on priorities.
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5. Sustainability — A budget that does not use one-time revenues to meet expenditures and plans
for the future. (Exception: Water and Wastewater uses the settlement portion as discussed

above.)

General Fund

Proposed expenditures for FY 2016 assume that the total property tax rate $.08064 per $100 valuation.
This rate is a decrease from the prior rate of $0.818331. The proposed tax rate is greater than the
$0.753500 effective tax rate for FY 2016. M&O rate increased to $0.6015 and the debt service rate
decreased to $0.2049.

This proposed budget is balanced, meaning recurring revenues meet or exceed recurring expenditures.
Of primary consideration is maintaining comparable levels of service while meeting the City Council’s
goals for the coming year. This budget achieves these goals by including:

e Planning for future budgets
e Staff reorganization
e Street improvements

Due to the current economic climate, other than sales tax collections, revenues increased modestly or
remain flat and no significant programming cuts were made this fiscal year. As long as the City’s
economy remains constant, the City can maintain its current level of services with relatively minor
adjustments during each annual budget. The significant adjustments made for the FY 2016 budget are

shown:

e An 8.3% increase in Health Care rates.

e Reorganization of the Inspections/Code Department

e Transfers to Capital fund for street improvements.

e There is no planned draw down of fund balance this year.

This proposed budget is conservative but optimistic about the future. Staff will continue to view budget
decisions on how they will impact the City’s ability to be self-sustaining in the future. This budget
continues that philosophy and staff will continue working with that philosophy.



Property tax revenue is budgeted for a $342,000 (16.13%) increase in FY 2016, this increase is due to an
increase in appraised values and the increase in the M&O portion of the tax rate.

The following chart illustrates the property tax base over the past several years.

TOTAL TAXIBLE VALUE
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Property Tax Base

The total sales tax rate for the City of Hillsboro is .0825, which is broken down as follows:

e State Sales Tax .06250
e Hillsboro City Tax .01500
e Hill County Tax  .00500




The Hillsboro City Sales tax is broken down as follows:

e Fconomic/Industrial Development Section 4A  .001250
e Property Tax Relief .003750
e Regular Rate .010000

Sales taxes have continued to show modest growth since the depth of the recession, but they have
generally remained level since FY 2013. In keeping with our conservative philosophy and concern about
the national economy, we are forecasting an increase in our largest revenue source. Sales tax revenues
are projected to increase slightly over FY2015 estimates. The FY 2016 budget estimate of $2,525,000 is
2.7% above the original FY 2015 adopted budget of $2,458,200.

The following chart illustrates the sales tax collections for the General Fund over the past several years.

SALES TAX REVENUE
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The financial strength of Hillsboro is directly tied to its economic diversity and the prosperity of its
business sectors. It is vital that the community maintain its commitment to developing a proactive
approach to economic development. This approach must capitalize on existing market opportunities
and strive to grow burgeoning businesses and tap into unrealized market sectors.




Water and Wastewater Fund

The same economic factors have been used as the basis for the Water and Wastewater Fund budget.
This budget proposal strikes a balance that minimizes the impact to the ratepayer while meeting the
Fund’s financial obligations and building the Fund’s cash balance.

Proposed utility operations expenditures require minor adjustments to the water or wastewater rates.
Several wastewater projects designed to address major system replacement and repair needs and to
increase system capacity to serve economic growth will occur in FY 2016. These projects will be funded
by proceeds from settlements and federal grants awarded to the City. The completion of these projects
will address major system deficiencies.

Revenues in the Water and Wastewater Fund are projected to decrease approximately $195,000 or
4.08% from the FY 2014-2015 Budget. The decrease is based on climatic conditions, and minor rate
increases are needed for the FY 2015-2016 Budget. Future minor rate increases may be needed to
offset the increases in purchased water and the ordinary inflation in electricity, fuel, chemicals and
repairs to infrastructure that will age over time.
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Water and Wastewater expenditures are expected to decrease by $345,000 or 5.58%. The majority of
expenditures are the planned wastewater improvements of $1,250,000. Additionally, wastewater
improvements of $550,000 will be funded by the EPA State Tribunal Assistance Grant .

Water purchases budget increased $50,000. The following chart illustrates water purchases over the

past several years.

WATER PURCHASES
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AIRPORT FUND

The Airport Fund reflects a decrease of $369,430 due to completion of the new hanger grant project in
the current year. Based on FY 2015 activity, an increase in fuel sales of $75,000 is projected.

HOTEL/MOTEL FUND

A decrease is projected for Hotel/Motel collections in FY 2016 based on historic collections. Support to

organizations was able to remain unchanged.

DEBT SERVICE FUND

The interest and sinking portion of the ad valorem tax rate is set at $0.204900 per $100 valuation. This
rate will be sufficient to support the debt service requirements for FY 2016.

Conclusion

The FY 2016 Proposed Budget reflects the City’s efforts to meet desired levels of services while limiting
expenditures in a static economic climate. This budget does have a decrease in property taxes and a

minor increase in water/wastewater rates.

Budgeted expenditures for each department have been based upon an evaluation of the departments’
programs and priorities. Understanding the core function of every City operation was instrumental in
determining how the major spending cuts could be achieved without sacrificing the basic services that

the community needs and expects.

| would like to thank all of the staff that has worked on this document. | look forward to working with
the City Council to finalize this budget and set in motion an operational and financial plan to guide us
through FY 2015-16 and beyond.

Frank Johnso

City Manager
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CITY COUNCIL MEMBERS

CITY OF HILLSBORO

MAYOR

EDITH TURNER OMBERG

MAYOR PRO TEM

ANDREW L. SMITH, PLACE TWO

COUNCIL MEMBERS

ERIC FLEMING, PLACE ONE
DANA ROBINSON, PLACE THREE
FRANCES ZARATE, PLACE FOUR

JOHN VERSLUIS, PLACE FIVE

SCOTT JOHNSON, PLACE SIX

CITY MANAGER

FRANK JOHNSON



VOTING PRECINCTS Mé.}

./ Y TEXAS
n Tillshoro S

V) @)
& \,\O?‘k ’p’?
& o ?\jﬂf’"
2 @ < ) 3 ¥
z fes
N 2 &
= 3 %) b‘fLGQ
& §2) V\O?‘
o
O
3 = WA
& =
) of Hishore R ¢
5
R
/ \t\‘ﬁ
5 £ :
= ::_, = f B 1\'166
= 5 ,‘,\c,?-
=t .," =
v Znaon 286
£dnbhdr— e O o 3 5 g1z
] T ] i o T : L ) E o en
4 o = 2 =
@U’ \n‘iq‘?' @ : [ = :.W-il [ | Corsicana |3 | ”
= o e o i £l <
i = ffers| @ 60
ey 36 et 1= Oid Bynum R
\(\Cv & u X =i 2 ] /
. s AT . g\r]:b
\ o8 i h
"B N/ Legend
AT 7
M q / —— Streets
/ o
%, District One
2 /
G’% // I Place 1
> 282 4 District Two
o
> 4 ’:l Place 2
\ District Three
X d I:l Place 3
(@ = . -
) District Four
k)
. 93\05 I:l Place 4
» < c o "
a 2 %, > District Five
N 7>
()
2 S &
3 { @:\'5\0 . I:j Place 5
% e 2, District Six
N %
7 \ A 4 DPlace 6-At Large
oo .
™\
Ordinance No. 0211-11-09 Map F’repgired By:
_November 1, 2011 Hillsboro Community Development
Published November 7, 2011 214 East Elm Street
6.600 3300 0 6.600 Hillsboro, Texas 76645

o = e— cd@hillsborotx.org




THE CITY ORGANIZATION

The City of Hillsboro is a home rule City which operates under a Council-Manager form of
government. All powers of the City shall be vested in the elective Council which enacts local
legislation, adopts budgets, determines policies and employs the City Manager. The City
Council consists of a Mayor and six council members with the appointment of a Mayor Pro Tem.
The City Manager shall execute the laws and administer the government of the City.

The City government provides a broad range of goods and services to its citizens. The activities
and personnel required to provide these goods and services are organized into broad
managerial areas called Funds. Funds are separate fiscal and accounting entities with their own
resources and budgets necessary to carry on specific activities and attain certain objectives.

Funds are further organized into functional groups called Departments. A Departmentis a
group of related activities aimed at accomplishing a major City service or program (e.g. Police
Department). A Department may be divided into smaller areas called Divisions. Divisions
perform specific functions within the Department (e.g. Animal Control is a Division of the Police

Department).

At the head of each Department is a Director who is an officer of the City. Directors have
supervision and control of a Department and the Division within it, but are subject to
supervision and control of the City Manager. A Department head may supervise more than one

Department.

THE BUDGET PROCESS

The City Charter establishes the fiscal year, which begins the first day of October and ends on
the last day of September each calendar year. Such fiscal year shall constitute the budget and
accounting year. In order to have an adopted budget in place by the first day in October, the
budget process must begin months before. Department Heads receive budget documents from
the Finance Department. These documents contain information about the Department
including historical expenditure amounts, current expenditure and budget amounts.

After receiving the budget request from the Departments, the City Manager, Assistant City
Manager and Finance Director conduct a series of meetings with the individual Department
Heads to review and discuss their budget requests. These meetings assist the City Manager to

formulate his priorities.

The budget calendar that follows outlines the adoption process.



July 21, 2015
July 25, 2015

July 28, 2015

August 4, 2015

August 18, 2015

August 25, 2015

Sept. 1, 2015

Sept. 1, 2015

Sept. 1, 2015

Sept. 1, 2015

Sept. 15, 2015

Sept. 15, 2015

City of Hillsboro, Texas
TENTATIVE BUDGET CALENDAR
FISCAL YEAR 2015-2016

Regular Council Meeting
Deadline for Chief Appraiser to Certify Rolls to Taxing Units

Budget Workshop-Hear a Presentation and Deliberate on a
Report by the City Manager and Finance Director Concerning
Preliminary Budget Projections

Regular Council Meeting

Regular Council Meeting - Propose a 2015 Ad Valorem Tax
Rate and Set Dates for Public Hearings

Special Council Meeting — Hold a First Public Hearing to
Adopt a 2015 Ad Valorem Tax Rate That Exceeds the Effective
Tax Rate

Regular Council Meeting - Hold a Second Public Hearing to
Adopt a 2015 Ad Valorem Tax Rate That Exceeds the Effective
Tax Rate

Regular Council Meeting - Hold a Public Hearing, First
Reading and Deliberate on an Ordinance Adopting the
Budget for Fiscal Year 2015-2016

Regular Council Meeting - Hold a Public Hearing, First
Reading and Deliberate on an Ordinance Adopting the Tax
Rate for the Fiscal Year 2015-2016

Regular Council Meeting - Hold a Public Hearing, First
Reading and Deliberate on an Ordinance Ratifying and
Levying an Annual Ad Valorem Tax for the Year 2015 Setting
Specific Tax Rates, Applicable to All Real, Personal and Mixed
Property Situated Within the City of Hillsboro

Regular Council Meeting - Hold a Public Hearing, Second
Reading, Deliberate and Act on an Ordinance Adopting the
Budget for Fiscal Year 2015-2016

Regular Council Meeting - Hold a Public Hearing, Second
Reading, Deliberate and Act on an Ordinance Adopting the
Tax Rate for the Fiscal Year 2015-2016



Sept. 15, 2015 Regular Council Meeting - Hold a Public Hearing, Second
Reading, Deliberate and Act on an Ordinance Ratifying and
Levying an Annual Ad Valorem Tax for the Year 2015 Setting
Specific Tax Rates, Applicable to All Real, Personal and Mixed
Property Situated Within the City of Hillsboro

Office of City Secretary (254) 582-3271 Ext. 2410 kwarren@bhillsborotx.org
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