BUDGET MESSAGE
FY 2010-2011
September 3, 2010

Dear Mayor and Council members,

In accordance with the Texas Local Government Godkwith Part I, Article VIII, Sec. 8.04 of the

Kyle Municipal Code, the proposédnual Operating Budgédor the City of Kyle, Hays County, Texas,
for the Fiscal Year of October 1, 2010 through 8eyiter 30, 2011, is hereby presented for your
consideration. The proposed budget presents, am¢ial terms, the proposed plan for accomplishment
of the delivery of municipal services during thetfi@oming fiscal year.

PROPOSEDFINANCIAL POLICIES

The City of Kyle has adopted a Fiscal Managemeftywhich governs the budget process. This
year’s budget production process has tried to adagiclosely to that policy as possible consideitieg
lack of personnel, and the absence of not onlCiheManager but also the Finance Director durimg t
entirety of this budget process. In addition to Fiecal Management Policy (which is included in its
entirety after this budget message) the City ofekiglin the process of adopting a Debt Management
Policy which should be finalized by the first oetRY10-11 budget year. This policy will govern the
issuance of future debt instruments, provide a tdanfor calculating maximum outstanding debt and
serve generally the same way for future debt a§igmal Management Policy does for the budget
process. Lastly, a new Purchase Order Policy has peposed by staff and adopted by council. This
policy will result in additional financial controlnd accountability in spending. This Purchase Orde
Policy requires all purchases over $500 to firstehan issued Purchase Order issued by the finance
department once funds are verified in the apprdwetyet for such purchases. While this policy deals
only with purchases over $500, individual departtaeme adopting their own financial controls for
items that cost under $500.

| MPORTANT FEATURES

The proposed budget, from an overall fiscal perspeds more accurate than any previous submittal,
and is also more flexible than the FY 09-10 sulahith the current economic environment, maintagnin
services at an existing tax rate is an accomplisiiineand of itself, much less decreasing the divexa
rate. In a time when the budgetary debate in manyneunities still continues to center on which
services will be cut back, and by how much, weadnle to maintain the same base level of services by
adding resources in key operational areas to ingsevvice delivery to our citizens. This budgetieyc
started with each department reviewing what thairant levels of expenditures were in each funetion
area, then we considered what we could reasonaphlceto change year to year. In the past the ludge
was presented as a zero-base budget, but thabisaa appropriate name for this process as alzse-
budget cuts every expenditure to zero, and thets§tam scratch. This budget is, however, a badnc
spending plan, wherein all proposed operating edipares are supported totally by revenues generated
through operations or fund transfers during the0201 fiscal year. The budget also includes a
comprehensive analysis of all existing programgraions, and services.

The budget development process began in April thighinitial development of thi2011-2015 Five-

Year Capital Program (5YRCIRNd included input from both Council and staffu@ail participated in

a first ever CIP prioritization exercise led by theerim City Manager where individual capital item
were placed on note cards and council then przedtieach and every proposed purchase. Council then



determined how much money would be spent on cafetals this year, thereby establishing which
items would be included in this year’s budget, amich items would be scheduled for future years.
While the primary goal of the proposed budget isffectively maintain and/or improve exiting seevic
levels, this would not be possible without addiagaurces in key areas and services in order to meet
ever-growing demand.

The grand total for all appropriations includedhe proposeérY 10-11Annual Budget i$54,639,742
with the Combined Operating Budget be$2,161,316r 41% of that total.

The proposed budget includes full-year fundinglbé&xisting or previously authorized staff and
operations; and a funding plan for most capitajquis/expenditures planned for next year within the
current5YRCIP.The Combined Operating Budget is delineated intw fisimary operating funds:
» General Fund - ($10,640,451) revenues and expenditures relatdtbtprovision of primary/
traditional municipal services whose main finansigbport comes from property and sales taxes
«  Community Development Fund — ($944,272-Enterprise Fund) revenues/expenditetating to
Building Inspection, Planning, and Economic Devetent services of the city. Costs for these
services are wholly supported by fees or chargesdme.
« Recreation Fund — ($652,148) revenues/expenditures relating togarkl recreation services
including summer camps, fairs, holiday and/or comityuevents, classes/lessons, etc.
« Utility Fund — ($9,924,445-Water and Wastewater Enterprise Fathfipancial transactions
relating to the provision of water and wastewagvises through the city’s systems. Costs for
these services are wholly supported by water arelemater fees for such services.

Departmental budgets are also segregated into &sic bategories: (Base Lineproviding
expenditure/revenue projections associated witlttiméinuation of existing services levels, which
includes customary increases to maintain existangises; and (2Program Changgprojected
expenditures/revenue associated with new or sggmfly expanded projects, programs, or services.

Preceding each department’s budget is a brief gitwer of the department, its general activitiesd a
proposed staffing levels. Also shown are “Perforogaimdicators” - a sample of general statisticaad
providing a general overview of the duties and woduof work generated by each department as well as
the first inclusion of a Management By Objectivediqy which will result in additional transparency

and accountability.

M AJOR CHANGES (FINANCIAL POLICIES , EXPENDITURES, REVENUES, REASONS)

Budget Highlights and Issues

The City of Kyle has just completed another vergcassful year that has seen continued overall
prosperity within our community. While most citiasd our nation in general have faced a variety of
economic challenges over the past twelve montlesCity of Kyle has maintained a growing and
financially stable operation. We have continueéfteciently address the demand for increased sesvic
by making the most of available resources.

Last year we noted that prudent and effective btidgieand fiscal discipline by the staff, combined
with steady economic growth provided by new commaédevelopments, enabled the City to sustain a
strong financial performance in FY2009-10. In spit¢his success, and no different than last yibar,
City is faced with unique issues especially arobalhncing affordability issues with the servicedsee
and goals of our city.

As we look forward to the 2010-11 fiscal year, @onihg expansion of debt obligations combined with
general economic conditions will create new budwggthallenges unlike any faced by the City in its



history. In addition, the continuation of constgrekpanding programs will not be financially
sustainable within the existing tax structure, @asmdnds for enhanced, expanded, and even new service
continue in our growing community.

The City Council has agreed to consider some tigef fer tax payers, albeit temporary. The
reappropriation of $2,000,000 from the 2008 Seti€swill result in a decrease in the 2010 Series CO
issue which will pay for the new City Library, amndll also grant temporary relief from up to $425000
a year for four years in debt payments. That resalabout a 3.2 cent decrease to the tax ratbifor
year and the three years ensuing.

Expected transfers from the Utility Fund in suppeirthe General Fund are reaching an all time high,
and council has acknowledged that this practiceidully disclosing the cost of doing business and
holding the property tax rate lower than it shoaddually be. Likewise, continued transfers outhaf t
Utility Fund at the current rate are not sustaiaabid jeopardize the long term viability of thelititi
Fund. For this reason, the City Council decidedgply all budget savings that could be identified t
year against the Utility Fund transfer and maxintize O&M rate as much as possible.

A substantial increase in the city’s O&M tax rave FY2010-11 is inevitable. However, with the
temporary debt relief, overall taxes will be faflifrom $.4240 to $.4154. This is a substantial
accomplishment because required payments for egidbt obligations for next year alone project a
20% increase in the debt portion of the propertyrédie. While there are also other items affectirey

total increased O&M tax rate recommended with ludget, those increases are focused on addressing
Council priorities.

As evidence of the proposed budget’s focus on dvarat containment and the goal of a manageable
tax rate, the City Manager has made significamsszthe-board cuts in the budget requests of the
various departments for tier2010-11 Annual BudgeAlthough the City has been able to
accommodate most departmental requests for fundirecent years, the financial constraints
anticipated for next year will not allow this pri@et to continue. As an example, the grand totahfor
funding requests for General Fund departments pedations folFY10-11was$12,608,571The final
expenditures proposed for tR¥2010-11 Annual Budgetts the General Fund%it0,640,45% an
15.8% cut that affected virtually every department.

It is important to note that the propo$ed2010-11 Annual Budget focused on maintaining existing
service levels- and naeductionof city services are included or anticipated as pithis funding plan.
While the budget does make accommodation for amfditistaff which are necessary to just maintain
current service levels in a growing city, next yeéudget does not anticipate significant servesesl
increases.

Our primary goal will be to steadily maintain op@was and services for the next year while overall
economic and “affordability” environment improves.

Council Priorities

As part of the budget’s early formulation, the Gtguncil set its City Council Budget Policy Staterne
in early March of 2010. The budget statement weasrgto staff to help the staff understand and ifient
desired policy goals and parameters by councilifeFY10-11 Annual BudgeThe budget statement by
the Mayor and City Council distinguishing the follmg overall budget priorities:



» the M&O Rate should remain as close to last yaats as possible

while providing necessary increases to maintairstiree level of service;
> hiring of police officers should continue but atflthe level requested, i.e. four
new officers;
we should continue to make a priority the improvetrad our water and
wastewater infrastructure and sewer systems;
we should work to improve waterline pressure actoos<ity;
we should continue plans to build a new library astdie debt to finance the
construction early in the next fiscal year,
the finance department should continue to lookafoy opportunities to refinance
our debt;
we should provide training to departments that dealtly with the public to
help provide a higher level of customer servicesgdents at no cost;
we should continue and possibly increase fundirtysaipport for the economic
development department;
each department should list their immediate objestior the next fiscal year at
the beginning of their section of the budget agysated in the current fiscal
management policy document.
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Ad Valorem Tax Rate

Easily the most significant issue faced by cityaéis in the development of th€r10-11 Annual
Budgetis establishing a reasonable and effective prgpaxtrate. While this decision is typically a
major concern each year for most cities, variossas will come together over the next several years
that will make this decision particularly challengifor the City of Kyle.

The ad valorem tax rate is the property tax raae ttihe City of Kyle sets and collects in orderuad
city operations, and to raise the appropriate arnofidebt service to make payments on borrowed
funds. These two components of the ad valorematexare called the Operations and Management
portion (O&M) for the part that pays for city opgoms, and the Interest and Sinking Fund (Debt)
portion associated with debt service. The propdssifjet was set at a combined tax rate of $.4539,
however the recommended budget tax rate will orl$.8154a significant decrease which is entirely
attributed to the City Council deciding to offeroshterm debt relief to the tax payers of the @iKyle
by making payments toward the debt portion of therate. This debt relief, while very timely, is
temporary in nature, so even with this temporapyiexe the debt portion of the tax rate will need t
increase in subsequent years, albeit to somethgsggthan it would have been over the next foursyear
without the four year debt relief program adoptgdbuncil.

Maintenance and Operations Tax Rate - Given the issues with the overall tax rate,gbal for this
budget proposal in keeping with the direction @& @ity Council Budget Policy Statement was to keep
the Maintenance and Operation (M&O) portion of A&tkValorem rate as low as reasonably possible.
As such, a very lean Operating Budget has beeropeapthat will nonetheless necessitate an inciease
the M&O portion of a little ovethree and one-third cents ($.033073)ver the FY09-10 rate —
providing necessary funding for this year’s budg®d continued overall stability of the M&O tax rate
This increase would bring the M&O portion of the Xdlorem Tax Rate for FY10-11 $%216073$100
valuation, but as you will soon see the greatestpmment of this increase is tied to Emergency
Services. While the M&O portion of the tax rateénsreasing this year due to minor increases in
expenses and a desire to offset utility fund trarssfoverall the combined tax rate is going down.



The City’s assessed valuation has increased sastgéar and there were some small annexations,
which combined will create some additional new rex& However, that increase will still not be
sufficient to meet budgetary needs. The desireetoehse the Utility Fund transfer to the Generald-u
and the natural evolutionary growth of our operaiiself creates the need for the increased revenue
provided by this slight increase. There are, howeteee main issues addressed within the proposed
FY10-11 Annual Budgéhat financially represent the primary need fas fharticular tax increase:

» EMS Upgrades- The City of Kyle contracts with San Marcos H&aunty Emergency
Management Service, a private ambulatory servitaffiiated with the City of San Marcos or
Hays County as its name might imply. Without cotis#rthe City Council, the SMHC EMS
board decided to incur additional costs to addcarsg ambulance to Kyle and then expected the
City Council to pay for the difference of its ca@std what it is projected to earn in revenue. While
the council recognizes the benefit of having a sda@mbulance in a town of our size, the fact
that the costs were incurred and then the Cityexgected to pay up did not sit well with most of
the Council members. All the same, this line itsnmcreasing by $125,000 almost one cent or
approximately $0.0094

» Community Development and Recreation Program Supgié— For the years during the growth
boom in Kyle, the Community Development Fund whicluses the Building Department,
Economic Development and Planning Departments,alsesto pay for itself and book additional
retained earnings. It is not reasonable to expecCommunity Development Department to pay
for itself long term. The slowdown in building pete) accompanied by expenditures exceeding
$300,000 associated with defending the City of Kyduthority to zone in a lawsuit brought by
the Home Builders Association, the Community Depatent Fund will require support from the
General Fund to balance its expenditures of $4B¢8&pproximately $0.0318 of the O&M rate.
Most cities do not split their Building and PlangiDepartments from the General Fund and place
them in a separate Enterprise fund, so this sheitagomewhat of a misleading indicator.

In FY2008-09, the staff created the Recreation Fpnaviding an opportunity to monitor the true
costs of various recreation programs and its direptict on the tax rate. The current-year budget
as approved by Council included the General Fupglsmenting the Recreation Fund by over
$360,000. It is the staff's estimate that for FYIID-only a modest change will be required to
keep all programs operating efficiently. This ysastojections only calls for $354,633 from the
General Fund, or approximately $0.0269 of the #d& which is actually down from last year.

» Civil Service— One of the largest changes in this year’s buggetd to costs associated with the
voters of the City of Kyle electing to enact Ci8iérvice for its Police Officers. The City of Kyle
staff began voluntary Meet and Confer negotiatitimat, although had stalled for a moment in
time, were then shepherded by the Interim City M@nand brought to a point of resolution to
where the City Council could determine whetherairto enact the agreement. The Contract was
negotiated by both parties, dealing with concemsterests that both parties wanted to see
resolved. The result of the negotiations and af service in particular are significant increases
in pay for police officers. It is expected that npay increases tied directly to Civil Service or to
the items in the Meet and Confer agreement wilt toss taxpayers upwards of $200,000 this next
year or $0.015 on the tax rate.

In summary, if you add the major changes to the&a’'gegO&M rate of the EMS expenses and costs
associated with Civil Service, you come up wittoanbined increase of $0.0244 which is nearly two-
thirds of the proposed O&M increase. This meanstti@true increase to the General Fund is minimal.

Debt Tax Rate — As discussed above while the Maintenance andaDpe (M&O) portion of the Ad
Valorem rate pays for the costs to run the citg,Btebt Tax Rate collected is used to make debt
payments incurred by the city.



Staff concludes that tHeY10-11 Annual Budgets proposed will require a Debt Rate for the Gfty

Kyle for of $.199326$100. This includes all of the city’s current datsding debt issuances and
payments. As mentioned previously, the City Couhas decided to appropriate $425,000 for the next
four years to lower the overall debt rate that nfngstollected in order to grant some temporary e
relief to its citizens. While this temporary deblief will run out in three more years, in the meiame

this dedicated payment will subsidize the tax @bitens required to make the debt payments. Moreover
next year will see an increase in the debt ratartdgss due in part to the funding for the new Kyle
Library.

DEBT POSITION

There is a lot of discussion about the City’s dabt] on occasion this has been mislabeled as @tdefi
Cities in Texas are not legally allowed to run digsi (spending more money than they can cover in
taxes, fees or reserves), and borrowing fundsafgel purchases is not the same thing as a défisit,
debt. Cities borrow funds for much the same reatitatsregular people do — there are high pricedste
that are either needed or wanted, and rather thea tax rates at excessive levels to be able txasty
for these items, or rather than maintaining a fgle&gh tax rate over time in order to build up rsias
amounts of savings to use for cash purchases, gitiest chose to issue debt in some form or anather
order to cover these costs. Not unlike a tax payght do to buy a home or a new car. Also, it is
important and economical to use debt wisely, allotvs projects that might otherwise have taken
decades to save for to be implemented now. Ttadiming issue, as those tax payers who are making
the debt payments are also the same ones who gefapthe benefits of whatever that debt issue is
paying for.

Typically debt issues are long term (20 years orenGertificates of Obligation (CQO’s) or General
Obligation (GO’s). While CO'’s are always fundedthy collections, GO’s can be funded through tax
levies, revenues tied to certain projects, or sew@her streams of income. The main difference
between a CO and a GO is that Certificates of @bbg allow councils to issue debt, following canta
protocols, that do not necessarily require a voth®voters, while most GO’s do. CO’s are how most
of the City of Kyle’s debt is structured. There bdeen those that have critiqued the previous dlsunc
who encumbered the debt for not sending thesesgsuée voters for approval. Understand that tiere
a reason that city’s use CO’s and there is a retmirvoters elect council members to represembthe
Council's decide when something changes from ags#tyefor doing business to rising to the level of
needing voter approval, and will send such item®éovoters when they think it prudent. A perfect
example of this was the discussions related t&Réereation Center, where the council decided that
when we did decide to go forward, it would be byote of the voters of Kyle who would decide as a
whole if they wanted the center or not. While thésn’t gone to voters this previous year, andyikel
will not this upcoming year, this is a great exagngl the Council using its discretion wisely.

This brings us to our current debt position. As Ib@sn discussed with the Council on many occasions,
the City has been aggressively committed to adohg#s capital improvement needs in recent years;
and has funded the majority of these major projgutsugh the issuance of various debt instruments.
The capital improvement projects and programs plexvioy this funding have in many cases been a first
for our community, addressing a wide range of ndéedthe City that will have a lasting effect oreth
quality of life for Kyle citizens. Following is asting of just a few of the major projects fundadough

the issuance of debt:



* Downtown Streetscape » Kyle City Hall

* Kyle Parkway (1626) Ph | * Kyle Municipal Pool
* Kyle Parkway Extension Ph Il » City Fire Station #2
(Seton/Lowes) » Historic Kyle City Hall

* Kyle Crossing Overpass (CR210)
» Center Street Overpass (FM150)

Kyle Community Library (exp. 2010)
Public Works Building

» Kohler’'s Crossing » Automated Water Meters
* RR150 Realignment (exp. 2010) * IT Upgrades
* 135 Improvements/Access roads * Necessary Maintenance Equipment

» Original Town Sewer Improvements

Funding of all of these projects and more has teduh the City borrowing slightly more th&a0

Million in outstanding debt across all funds, with thecgrdtion of another $4.5 million this FY in the
General Fund to pay for the New Municipal Librandaassociated costs. This will bring the over total
of outstanding debt to approximately $75 milliomig'is not uncommon for fast growing cities that
must invest heavily in infrastructure in a relalyvshort period of time. | am aware of a commundy
our north that is quite similar to us in many wéyat has twice this amount of outstanding debt.

Total Property Tax - (Debt) Obligations GG
CO 2000 CO 2002 CO 2007 CO 2008 Ta’;ggges GO Ref 2009 Total

2010 26,235 374,788 679,200 1,291,805+ 555,155 17,420 2,944,602
2011 - 372,920 777,800 1,218,245+ 558,393 41,547 2,968,004
2012 - 375,780 777,000 1,211,980* 558,044 42,587 2,966,292
2013 - 373,080 780,600 1,213,592+ 562,292 41,960 2,971,525
2014 - 374,868 778,400 1,263,605 567,050 42,801 3,026,724
2015 375,820 780,600 1,254,198 566,540 43,263 3,020,421
2016 371,265 777,000 1,264,911 561,075 43,494 3,017,745
2017 371,015 778,000 1,262,381 ; 43,659 2,455,055
2018 375,095 777,800 1,257,892 43,758 2,454,545
2019 373,270 781,800 1,256,871 43,791 2,455,732
2020 375,730 779,800 1,257,688 43,758 2,456,976
2021 372,230 777,000 1,379,184 ; 2,528,414
2022 373,125 778,400 1,375,317 2,526,842
2023 373,013 778,800 1,377,409 2,529,221
2024 371,863 778,200 1,380,939 2,531,001
2025 R 781,600 1,680,280 2,461,880
2026 - 778,800 1,680,892 2,459,692
2027 R 780,000 1,678,444 2,458,444
2028 - - 1,338,293 1,338,293
2029 R R 1,064,866 1,064,866
2030 - - 1,061,662 - 1,061,662
2031 R R 1,064,876 R 1,064,876
2032 - - 1,061,876 - - 1,061,876
2033 R R 1,062,692 R R 1,062,692
2034 - - ; - - -

2035 R R R R R

2036 - - - - -

2037 R R R R R

2038 - - - - -

2039 R R R R R

2040 - - - - -

Total | 26,235 5,603,860 13,920,800 30,959,900 3,929,449 448,038 54,888,281

*-Decrease by $425,000/yr per debt relief program




HOT

TF Fund Obligations Utility Fund Obligations Oblg.
et SIB I Total oo | co2008 | cozos | T¥5TOtes | GO Ref Total rxgt:):gs
2010 408,966 408,966 53,265 311,768 290,901 289,646 35,368 980,948 36,118
2011 703,688 703,688 - 306,832 274,336 291,335 84,353 956,857 36,328
2012 848,988 848,988 - 311,712 272,926 291,623 86,464 962,725 36,364
2013 991,288 991,288 - 311,040 273,289 293,370 85,191 962,890 36,582
2014 1,127,538 1,044,397 2,171,935 - - 284,551 295,852 86,899 667,302 36,892
2015 1,258,088 1,044,397 2,302,485 - - 282,433 295,586 87,837 665,856 36,858
2016 1,379,388 1,044,397 2,423,785 - - 284,845 292,735 88,306 665,886 36,503
2017 1,445,488 1,044,397 2,489,885 - - 284,275 - 88,641 372,916 -
2018 1,453,488 1,044,397 2,497,885 - - 283,265 - 88,842 372,107 -
2019 1,454,588 1,044,397 2,498,985 - - 283,035 - 88,909 371,944 -
2020 1,453,888 1,044,397 2,498,285 - - 283,219 - 88,842 372,061 -
2021 | 1,456,288 1,044,397 2,500,685 - - 310,578 - - 310,578 -
2022 | 1,456,688 1,044,397 2,501,085 - - 309,708 - - 309,708 -
2023 | 1,455,088 1,044,397 2,499,485 - - 310,179 - - 310,179 -
2024 | 1,456,388 1,044,397 2,500,785 - - 310,974 - - 310,974 -
2025 | 1,459,484 1,044,397 2,503,881 - - 378,382 - - 378,382 -
2026 - 1,044,397 1,044,397 - - 378,520 - - 378,520 -
2027 - 1,044,397 1,044,397 - - 377,969 - - 377,969 -
2028 - 1,044,397 1,044,397 - - 301,370 - - 301,370 -
2029 - | 1,044,397 1,044,397 - - | 239,797 - - | 239,797 -
2030 - 1,044,398 1,044,398 - - | 239,076 - - 239,076 -
2031 - - - - | 239,799 - - | 239,799 -
2032 - - - - | 239,124 - - | 239,124 -
2033 - - - - | 239,308 - - | 239,308 -
2034 - - - - - - - - -
2035 - - - - - - - - -
2036 - - - - - - - - -
2037 - - - - - - - - -
2038 - - - - - - - - -
2039 - - - - - - - - -
2040 - - - - - - - - -
Total | 19,809,332 | 17,754,755 37,564,087 53,265 | 1,241,352 | 6,971,857 | 2,050,147 909,652 11,226,273 255,645




Total Debt Service Obligations by Year

Tax Notes
CO 2000 | CO 2002 CO 2003 CO 2007 CO 2008 2009 GO Ref 2009 SIB I * Total
2010 79,500 374,788 311,768 679,200 1,582,706* 880,919 461,754 - | 4,370,634
2011 - 372,920 306,832 777,800 1,492,581* 886,056 829,588 - | 4,665,778
2012 - 375,780 311,712 777,000 1,484,906* 886,931 978,039 - | 4,814,369
2013 - 373,080 311,040 780,600 1,486,881* 892,244 1,118,439 - | 4,962,284
2014 - 374,868 - 778,400 1,548,156 899,794 1,257,238 1,044,397 | 5,902,853
2015 - 375,820 - 780,600 1,536,631 898,984 1,389,188 1,044,397 | 6,025,621
2016 - 371,265 - 777,000 1,549,756 890,313 1,511,188 1,044,397 6,143,919
2017 - 371,015 - 778,000 1,546,656 1,577,788 1,044,397 | 5,317,857
2018 - 375,095 - 777,800 1,541,156 1,586,088 1,044,397 | 5,324,537
2019 - 373,270 - 781,800 1,539,906 1,587,288 1,044,397 5,326,662
2020 - 375,730 - 779,800 1,540,906 1,586,488 1,044,397 5,327,322
2021 - 372,230 - 777,000 1,689,763 1,456,288 1,044,397 | 5,339,678
2022 - 373,125 - 778,400 1,685,025 1,456,688 1,044,397 | 5,337,635
2023 - 373,013 - 778,800 1,687,588 1,455,088 1,044,397 5,338,885
2024 - 371,863 - 778,200 1,691,913 1,456,388 1,044,397 5,342,760
2025 - - - 781,600 2,058,663 1,459,484 1,044,397 | 5,344,144
2026 - - - 778,800 2,059,413 - 1,044,397 | 3,882,610
2027 - - - 780,000 2,056,413 - 1,044,397 3,880,810
2028 - - - - 1,639,663 - 1,044,397 2,684,060
2029 - - - - 1,304,663 - 1,044,397 | 2,349,060
2030 - - - - 1,300,738 - 1,044,398 | 2,345,135
2031 - - - - 1,304,675 - - | 1,304,675
2032 - - - - 1,301,000 - - | 1,301,000
2033 - - - - 1,302,000 - - | 1,302,000
2034 - - - - - - - -
2035 - - - - - - - -
2036 - - - - - - - -
2037 - - - - - - - -
2038 - - - - - - - -
2039 - - - - - - - -
2040 - - - - - - - -
Total 79,500 5,603,860 1,241,352 13,920,800 | 37,931,756 6,235,240 21,167,022 17,754,755 | 103,934,286

*-Decrease by $425,000/yr per debt relief program




Obviously, this debt has created a financial obigyaof the City’s part that will begin to signiaatly
manifest itself during the next several years réigas of any actions taken by council, the city aggn
or staff. The biggest increase in debt paymentsoedur in four FY13-14 and five yearsKY14-15

from this current year as the debt relief courgihistituting comes to an end, and payments bagin o
State Infrastructure Bank loans that have beemtakéto pay for interstate improvements. Long past
are the days where cities could expect the Stgdaydor the improvements to State roads. Moshef t
infrastructure costs that Kyle is floating in lotegm debt are directly related to improvementstedes
roadways. Next budget year will see a significactéase in the debt rate of approximately $0.aBtte
the 2010 Series CO that will pay for the New Kylebkc Library.

GENERAL Comp
FUND Recreation Planning TOTAL M&O TOTAL DEBT

TAXRATE | $0.157373 $0.031800  $0.026900 $0.216073  $0.199326

Staffing

The proposedéY10-11 Annual Budgétcludes funding for an all-time high of uptt@o hundred and

two (202)total authorized positions: one hundred and f@#pb) full time positions, five (5) regular

part time positions, five (5) full time seasonalddorty-seven (47) part time seasonal. This apptar

be a huge increase year over year, however inquewears, the correct number of employees were not
accounted for. The actual net increase year owariggen new positions.

TheFY10-11 Annual Budgeis proposed includes staffing upgrades with theddition of a total of
ten (10.5) new positiongone position included at only half-year fundingyver currently approved
staffing levels — providing opportunities for theeoall enhancement of city services.

General Fund (10.5 new positions)
* One (1)Accounting Techniciaposition- Finance
* Two (2)Patrol Officerpositions and one (0.59ergeanposition - Kyle Police Department
* One (1)PT Deputy Court Clerposition— Municipal Court
« One ()IT Technicianposition— IT department but for Police.
* Two (2)ECS Leagosition— Police Department
* One (1)HR Assistant Human Resources
* One (1)Grant Administrator— Administration
* One (1)Library Clerk- Library



City of Kyle Staffing [2003-2011)

TotalAuthorized
Positions

T PO

FYZ00T F¥2011*
Budget Year

*Hetdifference is 10 positions, previous yeardid notinclude

part-time seasonal.

FY2003 FY2005 FYZ009

Kyle Police Department

This budget year has been themed toward supptited?olice Department and its operations, including
IT needs, dispatch and municipal court. For FY10tthié Chief of Police has proposed substantial
increases in both personnel and overall appropniatior the Kyle Police Department to continue to
address existing issues; and to position the KP2gpond to the anticipated demand for enhanced
police services in the future —as desired by thenCib. Accordingly, the KPD requested, along with
other increased funding, seven (7) rieatrol Officerpositions, one (1) ne®ergeanposition, and two

(2) newECS Leadgositions - for a total of ten (10) new full-tirpesitions in FY10-11.

Although this funding request is reasonable andistent with the expressed desire to grow and evolv
the KPD to an operation that can provide the le¥glolice services appropriate for our city, balag

this request with the financial constraints antgal for next year and the needs of all other city
departments makes its impossible to approve. As,sheFY10-11 Budgeas proposed for the KPD
includes funding fotwo (2) newPatrol Officerandone (1)newSergean®Position for half the year, and
two (2) ECS Leadositions. It also includes significant pay in@esfor dispatchers overall to make the
position more competitive and decrease the turnioviire division which has stressed those that
remain.

It is important to note that at present, KPD $tdk four (4) vacarRatrol Officerpositions that should
be filled within the next six months.

With these additions, total staffing for the Kyleliee Department will reach all all-time high faoirty-
seven (47) full-time positionsn FY10-11.



Kyle Police Dept- Total Staffing (2003-11)
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The proposedérY10-11 Annual Budgetcludes an overall funding increasel@®o for the Kyle Police
Departmen{$3.5M up from $3.1M projected through the end of the @niriyear). Increased support for
the KPD in FY10-11 also represents over half ohallv positions proposed for the General. This @an
consistent with the City’s commitment to continaeappropriately grow and enhance the KPD and
public safety in our community — but to do so ibadanced and financially responsible manner.

Compensation

Cost of Living Adjustments for All full-Time Empl@es— Despite thoughts that the USD Consumer
Price Index has not increased in the past year, B2 Index projections show an expected incraase
the cost of goods of 1-2% for the upcoming yeae proposed budget includes an across the board,
Cost of Living Increase d3.50% for most non-civil service full-time city employgand permanent
part-time employees as well as the opportunityufoto1.00% merit increases for most non-civil
service full time employees. Given the recent vittyabf the national economy and its impact on
individual consumers, it is imperative that apprag adjustments be made to existing compensation
levels of all city employees to support them dutiingse economically-challenging times. Such an
adjustment will also provide the City an opportyrid further advance the overall competitivenesssof
salaries in the marketplace.




Retiree Health

The City of Kyle adopted a plan for retiree hedlémefits in 2009 that effectively splits the em@ey
base into three distinct groups — those employetssmore than 5 years of continuous service asbf 4
2009, those with less than 5 years continuous se@s of 4-1-2009, and those hired after 4-1-2009.

For those employees with more than 5 years of soatis service as of 4-1-2009 who retire from the
City of Kyle with twenty-five (25) years or more obntinuous service, the city will provide for 100%
of the cost of covering an active employee tow#nésetirees continued health coverage with TML for
as long as the retiree in this class needs it otsv& The difference between the regular employee
coverage and any additional cost associated wighir@e will be borne by the retiree.

For those employees with less than five (5) yeargicuous service as of 4-1-2009 who retire from th
City of Kyle with twenty-five (25) years or more obntinuous service, the city will provide a paymen
of $306.17 per month toward the cost of health caye of the employees choosing for as long as the
retiree in this class needs it or wants it. $306sltie base payment of $300 per month adjuste@Rar
inflation of 2.059% from April 2009 — March 2010.

For those employees who were hired after 4-1-286%ity will not provide any retiree medical
benefits for this class of employees.

It is important to note that this policy may charfigen year to year, however for any employee that
retires under a policy, that policy remains effeetior that employee regardless of subsequent @sang
to the retiree health policy or ordinances.

The
The same Medical
Medical $ Amount Pian % Paid by | $ Amount
Plans % Paid or Paid Adopied for | Employer Paid by
_ offered to employees or Employer
Retiree Active and their
Groups | Employees dependents
Current]y ST :
ﬁlzt;;ciﬁh = Gﬂ)uP ! X 100% e | X 0%
5 yrs service '
Current :
of service
Employees e e T
hired after4- { Group3 | - 1 | $00/mo.
1-2009. SRR TSR A

* Beginning in 2010, the flat dollar amount for Group #2 employees will be increased annually each October ¥
based on the change in CPI from the immediately preceding 12 month period April through March,



Council Priorities - Recap

In review, the staff was guided in the developnudrihe proposed FY10-11 Annual Budget by @ity
Council Budget Policy Statemefithese priorities are programmed to be specificaddressed as
follows over the next twelve months:

* the M&O Rate should remain as close to last yaats as possible
while providing necessary increases to maintairstiree level of service;

v M&O Rate is only increasing to cover necessarysastl very modest
improvements to city staffing levels in order todide to maintain service
levels.

» hiring of police officers should continue but atfihe level requested, i.e. four
new officers;

v" Only (2) new Patrol Officers are included in thepwsed budget

» we should continue to make a priority the improvetred our water and
wastewater infrastructure and sewer systems;

v" Improvements to the water and waste water systeeisicluded in the
way of capital improvement projects planned forybar.

» we should work to improve waterline pressure actos<ity;

v" Many of the improvements being made will aid irstiisue, but not abate
it entirely.

» we should continue plans to build a new library asdie debt to finance the
construction early in the next fiscal year,

v Debt will be issued in Oct 2010, with first paymedue Feb 2012

» the finance department should continue to loolkafoy opportunities to refinance
our debt;

v" There will be an opportunity to refinance SIB lutlsight now it appears
our portfolio is maximizing low returns.

» we should provide training to departments that deaktly with the public to
help provide a higher level of customer serviceegidents at no cost;

v" While there are no cost plans in each departmieatetare also training
dollars planned for customer service training.

* we should continue and possibly increase fundirtgsapport for the economic
development department;

v' the ED Department has increased funding for travahing, and
advertising.

» each department should list their immediate objestfor the next fiscal year at
the beginning of their section of the budget agysated in the current fiscal
management policy document.

v' The Interim City Manager instituted the first Mapawent By Objectives
(MBO) program for the City of Kyle which will resuhot only in the
publishing of yearly objectives in the annual budagerequested, but also
the regular reporting of achievement of those goals

The 2010-11 year should once again prove to beeitirgy year for the City of Kyle and its
leaders, providing unique opportunities for oveeshancement of our city to the benefit of our
residents and taxpayers. Certainly, the developmiehie FY2010-11 Annual Budget presents
significant challenges as we balance needs wittscbl®wever, the coming year will also



witness the continued transition of Kyle’s businessimunity and commercial support base, as
the major commercial centers in the Kyle Parkwaaand the Seton Hospital Project will
continue to fill and change the face of Kyle forev@uality of life will also continue to improve
and evolve in our all residential areas, includimg Original Town area of Kyle.

In a City full of firsts, this has been a challemgbudget development process but in keeping \Wwéh t
“first” spirit included the first ever review ofrle item expenditures by council, the first ever CIP
interactive workshop, the first ever MBO, the fiester detailed budget preparation and additional
transparency and accountability.

On behalf of the city staff, | want to say thatisiwto thank the Mayor and City Council for their
support and this opportunity to serve the citizeihikyle. We look forward to working with you during
the coming year.

Sincerely,

James R. Earp, CPM
Interim City Manager



