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Memo

To: Mayor Shiflet and the City Council

From: CJ Snipes

cc: Chris Duncan, Staff and Citizens

Date: 06/30/23

Re: Preliminary Proposed Operating Budget for FY 2023 - 2024

Attached you will find a preliminary draft budget for the coming Fiscal Year. Always included in this
memo is my preface/caution that what is presented to follow is a Preliminary Draft Budget, there are
items included that won’t come to fruition and perhaps there are items yet to be included. One item
that is included in this draft, that can’t be seen in the numbers is the hard work and dedication of the
Staff, Department Heads and especially Finance Manager Chris Knox, who says that after this Budget is
adopted, she’s hanging up her ten-key and riding off into the sunset. Her contributions to the City are
immense but seldom acknowledged as her service is often behind the scenes and hidden in lines of
numbers. | can’t express my extreme gratitude to her for her hard work, dedication and above all
patience! She will most definitely be missed.

With all of that said, this coming year presents a monumental challenge to the City’s finances. Whereas
in previous iterations of this document have included statements about uncertainties related to the
CoVid 19 Pandemic, swiftly shifting Policy dynamics at the State and Federal levels, inflation, etc.; the
impact of all those variables have created one certainty and that is that the City goes into the FY 2023-
2024 cycle facing massive challenges to its Financial well-being. Those challenges include an increasingly
challenging environment which finds the City’s efforts to increase revenues curbed at nearly every turn,
while the cost of operations continues to climb thanks to inflation. Though not as severe as last year,
there are still ongoing supply chain issues slowing projects and the State’s ongoing efforts to curtail
Local Control compound the difficulties faced in moving the City forward.

At this point, we’ve run through numerous iterations of revenue and expenditure models as we struggle
to ensure the continuity of services at their present level with a constricted ability to generate revenue.
The State’s cap on Property Tax Revenue continues to limit our ability to generate a revenue source
consistent with the growing costs of doing business. This will require a significant reevaluation of both
the level of services offered by the City and fpggefprrggrvice, which may not be an absolute cgtainsy
given the State’s preemption of Local Authority as it relates to multiple trades.
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With that preface in mind, the following highlights and variables are incorporated in this budget:

» This Budget currently contains a split model for COLA or Cost of Living Adjustments to Salary for
Staff; the proposal as it stands would see Non-Exempt Staff receive a 5% increase, while Exempt
Staff would receive a 2.5% increase. Management has done its best to ensure that Department
Heads understand that this proposal may not be achievable. We make this recommendation to
better ensure equity among the Staff in totem and in an effort to ensure that our Employees are
able to sustain a quality standard of living in an age where 4.13% growth in CPI is considered a
positive trend. As the Budget considerations continue, we have already prepared models that
include service reductions and potentially a Reduction in Force with a payroll freeze.

> From a Revenue perspective the General Fund models a 3.5% increase to Property Tax revenues
and an 8% increase (approximately $.72/ month) increase to Solid Waste Fees. We are
additionally evaluating increases in Building Permit Fees, to offset the apparent preemption of
Trade related Permit Fees. We are also evaluating another increase to the Water and
Wastewater Rates in order to offset the increased costs associated with operating the System,
including the previously announced Rate Increase for the Brazos Water Authority (BWA) and
ensure the long-term viability of the City’s Enterprise Fund.

> As of the drafting of this document, the General Fund anticipates a drawdown on Reserves of
more than 51 Million. Approximately 2/3 of that cost is currently tied to Capital Projects and
Purchases with the remainder found in Operational expenses. Capital Projects and Purchases
include Generator installation at Service Center, as well as Vehicle and Equipment purchases in
Public Works, Sanitation, Police and EMS. Any such purchase includes a return to the traditional
10% amortization back to the Equipment Replacement Fund.

> This Budget does assume the continuation of Fund Balance draws against various Funds including
the Construction and Sidewalks Streets and Drainage Funds as progress continues the City’s
Capital Improvement Plan (CIP) including the expansion of sidewalks, drainage, and streets
projects in several areas of the City. It also anticipates a few Water/ Wastewater projects
including the continuation of the “model infrastructure” replacement project in Bryan
Subdivision.

Every Budget is a nuanced dance between policy goals and the reality of economics of the given year, the
uncertainty on all levels makes developing a budget especially challenging. We believe that fundamentally
we have strategies and Budget models in place to meet those challenges and will do what is necessary to
ensure the City remains Financially viable going forward. It should be noted that even with the Fund
Balance draws included in this Budget the City will still maintain excellent levels of emergency reserve.

One other new facet of this year's Budget is the initiation of the City’s new Budget platform in ClearGov.
This web-based tool will greatly enhance our transparency throughout the Budget Process. As of my
drafting this memo we are still having some technical difficulty publishing/ linking the Budget so you
may be reading this via an old-fashioned PDF. If not, we hope that you like the format and function of
the new system.

In the coming weeks we will revise and “flesh out” the details of the budget further but in the interim if
you have specific questions, please don’t hesitate to contact Chris or |. Thank you for your consideration
and dedication to this community!
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