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Amarillo
S Keller is located approximately 15 miles from Fort Worth and
30 miles from Dallas. Located in the heart of the Dallas
Fort Worth Metroplex, Keller is 9 miles
from the Dallas/Fort Worth International
Airport and 5 miles from Fort Worth
Alliance Airport. Keller city limits
encompasses approximately 19 square
miles, and is traversed by several
major traffic corridors including U.S.
Highway 377 and Texas Farm-to-
Market Road 1709. In addition,
Interstate Highway 35W, Interstate
Highway 820, State Highway 170, and
State Highway 114 are also major highway
corridors within easy access to Keller citizens.
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CITY OF KELLER, TEXAS
ANNUAL BUDGET

October 1, 2015 - September 30, 2016

Mark Mathews Rick Barnes
Mayor Mayor Pro Tem Place 1

Armin Mizani Tom Cawthra Bill Dodge Bill Hodnett
Place 2 Place 3 Place 4 Place 5
MARK HAFNER STEVE GROOM

CITY MANAGER CHIEF FINANCIAL OFFICER






OUR VISION

Keller will be the premier community in which
to live, work, play and invest by balancing
big-city comforts with small-town charm.

MISSION

Our mission is to support a vibrant community
of high-quality neighborhoods, thriving
businesses and natural beauty by setting the
standard for excellence in municipal efficiency,
service and innovation.

CORE VALUES

Excellence
passion to provide exceptional service

Integrity
do the right thing, not the easy thing

Service
we care, and it makes a difference

Creativity
freedom to imagine and courage to act

Communication
open and transparent public service
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Financial Accountability and Stewardship

by optimizing and leveraging existing resources, adhering to best practices,
identifying new partnerships and preserving transparency.

Community

by supporting a robust parks and recreation system, library, and public arts
program that provide events and programming for all ages and interests.

Safety and Security

by partnering with the community on public safety efforts, training on the
latest methods and technology, and serving with empathy and enthusiasm.

Economic Development

by attracting and retaining quality commercial developments that increase
our residents’ property value and improve their quality of life.

Mobility and Infrastructure

by planning, constructing and maintaining efficient roads, pedestrian
pathways, and water, wastewater and stormwater systems.

Quality Services

by engaging the community, exceeding their expectations, and promoting a
culture of ongoing education, training and excellence.
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DISTINGUISHED BUDGET PRESENTATION AWARD

The Government Finance Officers Association of the United States and Canada (GFOA) has presented
the City of Keller with a Distinguished Budget Presentation Award for 19 consecutive years (fiscal years
1997-2015). In order to receive this award, the City must publish a budget document that meets program
criteria as a policy document, an operations guide, a financial plan and a communications device.

The budget as a policy document. This criterion requires including a City-wide statement (or
statements) of budget policies, goals and objectives for the year, and an explanation of the
budgeting process to the reader, describing the short-term and operational policies that guide the
development of the budget. The criterion also relates to the longer-term City-wide policies that are
expected to continue in effect for a number of years. The budget award criterion requires the
inclusion of a budget message and/or transmittal letter by the City Manager.

The budget as a financial plan. This criterion requires an explanation of the financial structure and
operations of the City, and the City's major revenue sources and fund structure. The budget should
contain an all-inclusive financial plan for all funds and resources of the City, including projections of
financial condition at the end of the fiscal year and projections of current year financial activity, and a
basis for historical comparisons. The budget should also present a consolidated picture of all
operations and financing activities in a condensed format and an explanation of the budgetary ac-
counting basis, whether prepared on a generally accepted accounting principles (GAAP) basis, cash
basis, modified accrual basis, or any other acceptable method.

The budget as an operations quide. This criterion requires explanations of the relationships
between organizational units (departments) and programs, including an organization chart; a
description of the departmental organizational structure and staffing levels, and historical
comparisons of staffing levels; explanations of how capital spending decisions will affect operations;
objectives and performance measures; and descriptions of the general directions given to depart-
ment heads through the use of goals and objectives, reorganizations, statement of functions, or other
methods.

The budget as a communications device. This criterion requires having the budget document
available for public inspection; providing summary information suitable for use by interested citizens
and/or the media; avoiding the use of complex technical language and terminology; explaining the
basic units of the budget, including funds, departments or activities; and disclosing sources of
revenues and explanations of revenue estimates and assumptions. The intent of this criterion is to
enhance the communication aspects of the budget document, so that information in the budget can
be communicated to a reader with a non-financial background.

This award is valid for a period of one year only. We believe our current budget document continues to
conform to program requirements, and we are submitting it to GFOA to determine its eligibility for another
award.
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Director of Community Services
Director of Administrative Services
Director of Public Services
Public Works Director

Chief Financial Officer
Finance / Purchasing Manager
Administrative Secretary
Senior Accountant
Sr. Accounting Technician
Records Clerk
Purchasing Technician
Budget Analyst
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August 2015
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Incumbent
Mark Mathews
Debbie Bryan
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Term Expires
2017
2018
2018
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2016
2017
2017

Mark Hafner

Cody Maberry
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Human Resources Director
Library Director
City Secretary

David Jones

Carolyn Nivens
.................................................................................................... Jana Prock
Sheila Stephens
Sean Vreeland
Michael Wilson

Steve Groom
Pamela McGee

Jo Ann Adair
Alexis Briggs

Geneva Dunn
..................................................................................................... Camie Orth

Karla Parker

Debbie Penaluna



BUDGET CALENDAR

Description of Task/Event

Council/staff budget priority workshop

Meetings with Finance Department and departmental budget staffs to
distribute budget materials and instructions

Departmental budget input

FY2015 revised estimates and FY2016 budget requests due in
Finance Office

Departmental budget compilation by Finance Department staff
resulting from initial departmental budget requests

Review of budget requests by City Manager and meetings with
departments and Finance Director to review initial budget proposals

Council/staff budget priority workshop
Final (certified) tax values due from Tarrant Appraisal District

Final budget revisions prepared for distribution of proposed budget to
City Council

File proposed budget with City Secretary, distribute to City Council,
place copy of proposed budget in the Keller Public Library, and make
available on the City's website

Hold proposed budget review workshop(s) for Council/staff and citizen
input

Hold two public hearings on the FY2016 proposed tax rate (if required)

Hold public hearing on the FY2016 budget; approve ordinance to
adopt both the FY2016 budget and FY2015 budget estimate; approve
ordinance adopting the tax rate; and approve a resolution ratifying tax
revenue (if required)

Fiscal year 2015-2016 begins

vi

Date(s)

February 26, 2015

March 18, 2015

April — May 2015

June 6, 2015

May 9 — June 9, 2015

June 12 — June 23, 2015

July 14, 2015
July 25, 2015

July 13 — July 31, 2015

August 15, 2015

August 25, 2015

September 2015

September 15, 2015

October 1, 2015
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ORGANIZATION CHART

Citizens of Keller

City Secretary
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Police Chief Fire Chief
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Manager
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Public Works Director Planning Manager
Keith Fisher David Hawkins
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General Budget Information, Projections and Statistics
Fiscal Year 2015-2016

Property tax rate (proposed) for FY2015-16 $0.43469, per $100 of assessed taxable valuation of
property, a reduction of one-quarter cent (0.57%)
from previous year.

Total overlapping tax rate for all taxing units $2.616087 overlapping tax rate, including the City,
KISD, and all applicable Tarrant County taxing
entities

Total value of properties within Keller $5,092,336,237 (appraised market value)
$4,618,756,217 (net taxable value)

Total budget (all funds) $79,852,287

Total employees (all funds) 345.97 full time equivalents

General Fund employees per 5.66

1,000 population
Police Department 86.48 FTEs
Fire Department 57 FTEs

Estimated population 42,040 at January 1, 2014
42,890 at January 1, 2015

Sales tax rates within Keller 6.25%  State of Texas
1.00 City of Keller
0.50 Keller Development Corporation
0.25 Keller Crime Control Prevention District
0.25 Street maintenance sales tax

8.25% Total

Building permits issued 290
Residential permit value: $91.8 million
Non-residential permit value: $35.8 million

Total incoming calls received 154,000 (Cities of Keller, Southlake and Colleyville)
(Police dispatch)

Total fire and EMS calls for service 3,300 (City of Keller only)
Lane miles of paved streets maintained 480
Annual library materials circulation 500,000 (materials checked out)
Library program participants 19,000
Total park acreage 491
Special events guests 33,000
Total billed water sales (million gallons) 3,105.5
average daily usage (million gallons) 8.7
base (winter) average usage (million gallons) 6.4
peak day water demand(million gallons) 24.0
average monthly usage billed per customer 16,992 gallons
Total daily water capacity (million gallons) 27.0
Average wholesale cost of water $2.36 per 1,000 gallons
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Cost Savings Initiatives

Initiative

Department

Administration

Community
Development

Fire

Interlocal Purchasing
Agreement for wayfinding
signage

Vehicle Replacement Program

Citywide reorganization of
administrative staff, duties, and
reporting structure

Oncor Utility Audit

Began using iLegislate to deliver
Planning and Zoning
Commission agenda packets

Staff will prepare future public
hearing notifications for the Fort
Worth Star-Telegram to
accommodate public hearing
dates for Planning and Zoning
Commission and City Council
meeting dates

Eliminate Accounting
Technician position (1 FTE) from
the department structure

Cooperative purchasing
agreement with the City of
Cedar Hill for emergency
medical services supplies

Benefit

Joint contract with North Richland
Hills and Hurst to achieve
economies of scale for
wayfinding signage

Right-sizing of vehicles, business
need, managing maintenance
cost, and maintaining a
standardized replacement
schedule

Salary savings help achieve
Council goal of keeping increases
to personnel services at or below
4% of total personnel cost

External review of city street light
accounts (January 2002 - July
2013) to determine potential
overbiling/ paid excess charges
for transmission and distribution
service and energy costs

Eliminate paper costs in preparing
hard copy agenda packets and
reduce staff time for making and
delivering packets

The notifications will be on one
single ad, rather than two
separate ads for a cost savings of
approximately $60 per public
hearing

Monies reallocated to fund two
position upgrades within the fire
department and two additional
position upgrades within other
city departments as part of the
budget process

Taking advantage of decreased
pricing due to economies of
scale associated with bids
secured by another city for some
medications and supplies

XXVii

Savings / Result

$16,000 in savings over
Keller purchasing
independently

Extend lifecycle of

vehicles 2 to 3 years

$185,000

$23,235 recovered after
49% contingency fee
paid to Tristem, Ltd.

$1,000

There are an average
of 7 public hearing
cases per year for a
total savings of
approximately $420

$20,853

$2,500



Cost Savings Initiatives

Initiative

Benefit

Department

Human
Resources

Information
Services

Library

Majority of new hire paperwork
(approximately 20 pages) is now
emailed to applicants to print at
home and bring with them on
their first day of work

The cost for employee ID
badges was negotiated and
reduced for 2016

Utilization of Laserfiche
electronic file storage system for
personnel paperwork

Municipal Service Center
training room projector
installation

Replaced 30 Library patron
computers with Intel NUC mini
computers

Utilized retired laptops for
additional training laptops

Utilized retired server for Library
application

Converted Human Resources
from a stand-alone fax machine
to an integrated copier/fax

Organize a consortium to
purchase Zinio, an online
magazine subscription service

Interlibrary Loan Service

This saves reams of paper and
staff time spent copying forms
and explaining each piece of

paper

The badges are costly because
they are chipped for access

All files (personnel active and
terms, medical, etc.) are now
saved in Laserfiche and may be
accessed by each staff member
on their PC, at their desk.
Reduced number of personnel
files and storage boxes, and
saves space and staff time

Saved costs by performing
audio/video cabling and the
installation and design of the
audio/visual equipment

Migrated from Dell desktops to
Intel NUC computers. Lower initial
cost, lower power consumption
and freed up usable desk space

Reduced the number of laptops
purchased for training purposes
by refurbishing retired laptops

Reduce server costs by using
retired frontline server for Library
services

Improves the speed and
management of faxes within the
Human Resources Department.

Reduce cost of a service already
provided by the Library

Patrons borrow items from other
libraries, saving the Library the
expense of purchasing the book

XXViii

Savings / Result

$2,650

$400

$3,500

$2,250

$5,210

$6,800

$5,700

Improved security,
specifically personally
identifiable information
and HIPAA information
the department deals
with on a daily basis.

$2,500

$17,170



Cost Savings Initiatives

Benefit

Department

Library

Parks &
Recreation

Police

Initiative

Join other libraries in a group
savings for the Freegal music
service

Continue in the Overdrive e-
book Consortium

The Hudson Foundation and
Friends of the Library donations

Utilization of two scholarships for
the Texas Library Association
Conference

The Keller Pointe converted
personal trainers from City of
Keller employees to contracted
instructors

The Keller Pointe converted the
chlorine for the facility’s pools
from Acu Tabs to liquid chlorine

Police Services Agreement with
the Town of Westlake

Communications, Animal
Services and Jail Services with
the Cities of Southlake and
Colleyville

School Resource Officer

Keller Public Library is able to add
additional service of streaming
music

By joining other libraries in a
consortium, the library continues
to add e-books and
downloadable books to their
collection instead of
independently subscribing to
Overdrive

The Hudson Foundation and
Friends of the Library coordinated
donations to fund the One Book,
One City! program and childrens’
programs

The library did not have to pay for
the Texas Library Conference, but
will benefit from the ideas
transpired and implementation

Eliminated benefit costs
associated with paying full time
employees and established flat
rate paid to instructors only for the
hours they work

Significantly reduced costs of
maintaining the facility’s pools
without affecting the quality of
service

Provides an additional patrol
sector in north Keller and a
records clerk paid in part through
program revenues

The participating cities share in
the personnel and operational
costs each year

KellerI. S. D. pays half the cost of
the officer’s salary and
contributes a lump sum annually
towards equipment and vehicle
expenses

XXIX

Savings / Result

$500

$30,000

$35,000

$1,000

$45,000 in 2015 and
$60,000 every year
following

$14,518

$898,000

$1,801,000

$54,000



Cost Savings Initiatives

Initiative

Benefit

Department

Police

Public Works

Jail and Animal Service with the
City of Roanoke

Grant to provide Ballistic Vests
for officers

Partnership with Humane
Society of North Texas

P25 Grant provided from Tarrant
County 9-1-1

PSAP Grant provided from
Tarrant County 9-1-1

Sell of used brass and firearms

Water line relocation
completed by the
Water/Wastewater Division on
the F.M. 1709 Widening at U. S.
377 Project.

Mount Gilead Grant Match from

the Transportation Alternatives
Program

Chisolm Trail Reconstruction

Contract with Roanoke to house
class C arrestees and shelter stray
dogs and cats for a per
arrestee/per animal fee

By utilizing this grant, ballistic vests
are replaced sooner and the
department is only responsible for
% of the purchase price

The Humane Society of North
Texas provides the employees at
the Regional Adoption Center

This allows the department to
purchase portable /mobile
radios, UPS maintenance and
other radio items needed for the
new P25 system

This allows the department to
purchase various items used in
communications such as,
maintenance agreements, office
equipment, training, and backfill
overtime for training that would
have normally been funded by
the General Fund

This allows the department to
purchase training supplies and
equipment.

Using in-house staff saved costs
and kept the TxDOT project from
being significantly delayed

The grant provides 80% of the
funding for constructing 3,000
linear foot section of 10-foot
concrete trail along the north side
of Mount Gilead Road

Using City crews to reconstruct a
half-mile stretch of roadway
reduces cost and time associated
with bidding the project out

XXX

Savings / Result

$14,000

$8,000 dependent
upon budgeted
ballistic vest
replacements

$150,000

$34,904

$41,160

$4,000, variable year to
year based on brass
collection and the
going rate for brass
sales

$20,000

$480,000

$400,000



Cost Savings Initiatives
Benefit Savings / Result

Department Initiative

Public Works Starbucks-Old Town Keller Using City crews to construct a $10,000

location parking lot construction 12-space parking lot reduces cost
and time associated with bidding

the project out

XXXi






READER'S GUIDE

The annual operating budget for the City of Keller (the City) is the result of many hours of deliberation by
both City staff and the City Council. Organization of the budget document is designed to help the reader
locate information, both financial and non-financial, in a timely manner.

This guide is included to provide the reader with an overview of the budget document, the budget

process, budget implementation and reporting on budget results.

BUDGET PROCESS

Budget Calendar. The following table provides a condensed budget calendar used each year by City

staff.

February — April

Forms, instructions, and directives provided to City staff and Departments

April — mid May

Departmental preparation and input of budget requests, and current year re-
estimates (amendments)

April — June

City Council and staff budget goals workshop

May — June

Meetings with City Departments by City Manager and Finance Director to
review budget requests and current year re-estimates (amendments)

July — August

Final budget revisions prepared by City Manager and Finance Department for
distribution of proposed budget to City Council

July 25

Certified tax appraisal roll due from Tarrant Appraisal District

Early August

Calculate and publish effective tax rate

August 15

Proposed budget filed with City Secretary for public review, distributed to the
City Council, and copy of proposed budget placed in the Keller Public Library,
and added to the City’'s website

Mid August — early
September

City Council budget workshop(s) to review proposed budget; hold public
hearings on tax rate (if necessary)

Mid — late September

Hold public hearing and adopt the budget, set tax rate, and adopt current year
budget estimates (amendments)

October — early
November

Preparation and Adoption for FY2016.

Fiscal year begins October 1. Finance Department staff and City Manager
make final corrections resulting from the budget adoption, and publish budget
document, which is distributed usually in mid-November.

In March 2015, the budget process for fiscal year 2015-2016

(FY2016) began. The Finance Department prepared and distributed budget preparation instructions and
forms to each department to assist in the budget preparation and formulation. The budget instructions
included expenditure request forms, current personnel staffing levels by position and other information
necessary to complete budget requests for FY2016. Departments were instructed to prepare budget
requests in accordance with the Council’s goals and objectives, which were established at the City
Council budget goal-setting workshop held on March 26.
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BUDGET PROCESS
(continued)

Upon completion and submission of budget requests by the departments, the Finance Department then
processed and compiled the budget requests and line-item expenditure details for review by the City
Manager. The City Manager then reviewed each departmental expenditure request and line-item
expenditure details, and current year estimates, with the respective department manager and staff. Over
a period of three to four weeks, the City Manager made revisions and modifications to the original
departmental requests, and current year estimates, in order to arrive at a final proposed budget. The
Finance Department prepared revenue estimates using available historical data, combined with current-
year projections and trend information. The City Manager also reviewed and made maodifications to
revenue estimates.

On or before August 15 of each year, the City Manager presents to the City Council a proposed budget
for the next fiscal year. The proposed budget is also filed with the City Secretary, posted on the City's
website, and placed in the Keller Public Library for public review and inspection. The City Council and
staff then hold a public budget review work session, at which specifics of the proposed budget are con-
sidered, discussed and prioritized. As a result of Council direction, some amendments may be made to
the proposed budget. These amendments are then incorporated into an amended proposed budget.
After the amendments are incorporated into the proposed budget, a public hearing on the amended
proposed budget is held by the City Council in September. Prior to the public hearing, in accordance with
the City's charter requirements, proper notice is published in the local newspaper encouraging interested
citizens to be present and make any comments on the City's proposed budget. At the conclusion of that
public hearing on the proposed budget, the City Council adopts the final budget by ordinance, including
any additional modifications that may have been made as a result of the public hearing. (However, any
increase in the proposed budget as a result of the modifications requires an additional public hearing to
consider the proposed increase.) Subsequent to the adoption of the budget, a separate ordinance is
adopted, establishing the tax rate necessary to fund the City’s operations and debt service requirements.

Budget Amendment. In accordance with Article VIII, Section 12 of the Keller Charter, the City Council
may amend the budget by ordinance if the amendment will not increase total budget expenditures. If an
increase in total expenditures is necessary to protect the public property or the health, safety or general
welfare of the citizens of Keller, the total budget may be increased after the notice and public hearing (as
prescribed for the adoption of the original budget).

BUDGET OBJECTIVES

The FY2016 budget has been prepared in an effort to communicate to the citizens and staff of the City
the overall policies and goals of the City Council. The budget document includes descriptions of the
City's various activities and programs (departments), goals and objectives for the current and future
years, and comparative service level indicators for each program or activity, where available. This format
is designed to communicate clearly to the public the goals and objectives of the City Council, thereby
enabling the reader to gain more useful information about the City, without requiring detailed accounting
or budgetary knowledge.

For each operational fund, the budget is prepared on a line-item basis by individual department and
division/activity. The City Manager then presents budget programs, goals and objectives to the City
Council. Line-item expenditure justifications are omitted from the budget document in order to focus more
on the programs and objectives of the coming fiscal year. The Finance Department will provide a line-
item and capital outlay detail budget upon request.
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BUDGET PHILOSOPHY

Budget philosophy for the City depends upon the local needs and concerns of the citizens and ultimately
by direction of the City Council. Other factors also affect budget philosophy, such as the state of the local
economy, the demands of the public for increased services, and unfunded mandates and requirements of
federal and state regulatory agencies. Even with all of these considerations, the City's budget is prepared
from a conservative perspective with regard to estimating both revenues and expenditures. Although
historical comparisons and trends are very useful, often current-year data and trends will take precedence
over prior-year trends.

Likewise, expenditures are estimated conservatively, i.e., allowances are made for unanticipated
expenditures and personnel service costs for vacant positions are funded for the entire fiscal year, except
where noted otherwise. The use of conservative budget estimates generally results in favorable budget
variances at the end of the fiscal year, thereby increasing the actual fund balance.

PRESENTATION OF FINANCIAL
INFORMATION AND BASIS OF ACCOUNTING

Fund Accounting. The City utilizes fund accounting procedures to prepare the annual operating budget.
By definition, a "fund" is a distinct fiscal entity, accounting for receipts and disbursements that are for
specific activities. A fund is a self-balancing set of accounts, in which assets equal liabilities plus fund
balance.

The City primarily uses the following fund types:

* Governmental funds
e Proprietary funds

Governmental Fund Types: Governmental fund types are those funds through which most governmental
functions of the City are financed. The City uses the following four types of governmental funds:

General Fund — the general operating fund of the City, used to account for and report all financial
sources not accounted for and reported in another fund. Typical governmental functions, such as
police, fire, library, streets, parks, and administration, are funded in the General Fund.

Special Revenue Funds - these funds are used to account for and report proceeds of specific
revenue sources that are restricted or committed to expenditure for specified purposes, other than
debt service or capital projects. The City budgets for the following Special Revenue funds:

Keller Development Corporation — accounts for proceeds of the Y2-cent local sales tax for park
improvements.

The Keller Pointe (Recreation/Aquatic Center) Fund — accounts for the operations of The Keller
Pointe Recreation and Aquatic Center, which opened for operations in May 2004. It is the intent
of City management that: a) the operations of the facility will be self-supporting and funded by
user fees and charges; and b) no general tax-supported revenue will be used to fund facility
operations. The Fund is classified as a Special Revenue Fund for budget reporting purposes.
The intent of the Fund is to cover its operating costs with user fees; however, debt obligations
used to fund the original construction of the facility are the responsibility of the Keller
Development Corporation, and are not being repaid from user fees. The Fund is shown as a user-
fee supported fund or a Special Revenue Fund throughout the budget document.
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Fund Accounting
Governmental Fund Types — Special Revenue Funds
(continued)

Library Special Revenue Fund — accounts for special contributions and related expenditures for
the Keller Public Library.

Recreation Special Revenue Fund — accounts for specific revenues resulting from the operation
of the City’'s recreation program, and related costs.

Municipal Court Special Revenue Fund — accounts for technology, building security fees and
juvenile case manager fees collected from Municipal Court citations. Expenditures from these
fees are specifically designated by State law.

Public Safety Special Revenue Fund — accounts for revenues and expenditures of a specific
nature for the Police and Fire Departments. Included within this fund are revenues from narcotics
seizures, training cost reimbursements from the State of Texas Law Enforcement Officer
Standards and Education, local, state, or federal grants, Homeland Security grants, and
miscellaneous public donations to the Police and Fire Departments. Because the amount and
source of revenues are unpredictable and sporadic, no annual budget is prepared or adopted for
this fund.

Public Education and Government (PEG) Cable Franchise Fee Special Revenue Fund — The
PEG Cable Franchise Fee Fund accounts for PEG cable franchise fees charged in accordance
with Section 622(g)(2)(C) of the Cable Act (47 U.S.C. 8542(g)(2)(c). PEG fees are remitted to the
City by cable television providers. Fees may be used for capital costs for PEG facilities, including
purchases of equipment used in the broadcasting and/or dissemination of public information.

Information Services Special Revenue Fund — The Information Services Fund is funded primarily
by transfers from both the General and Water and Wastewater Funds, as well as income received
from communication tower leases on property owned by the City. These resources are used to
fund the operation of a citywide information systems and information technology program.

Special Contributions and Donations Special Revenue Fund — created in FY2007 to account for
public donations or other designated revenues. Because the amount and source of revenues are
unpredictable and sporadic, no annual budget is prepared or adopted for this fund.

Keller Crime Control Prevention District Special Revenue Fund — a fund established in FY2002 to
account for revenues derived from sales and use taxes, in accordance with Section 363 of the
Texas Local Government Code, to be used for public safety crime control and prevention
programs (crime tax). In November 2001, voters authorized a 3/8 of one cent (0.375%) sales and
use tax for this fund. In May 2006, voters authorized the tax for an additional period of 15 years.
In November 2007, voters authorized a reduction in the rate from 3/8 of one cent (0.375%) to 1/4
of one cent (0.25%).

Community Clean-Up Special Revenue Fund — created in FY2011 and accounts for resources
from monthly fees assessed to residential customers that are specifically designated for clean-up
programs within the community, including, but not limited to, storm debris pick-up, citywide clean-
ups, and educational and promotional activities. The purpose of this program is to provide public
services that assist in keeping the City free and clear of any debris, waste, refuse or other items
that may cause a public safety issue, be a public nuisance or be a detriment to the aesthetics of
the community.
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Fund Accounting
Governmental Fund Types
(continued)

Budgeted funds in the above group are located in the Other Funds section of the document.

Debt Service Funds — used to account for and report financial resources that are restricted,
committed, or assigned to expenditure for principal and interest. The City utilizes two debt service
funds.

Debt Service Fund — used to account for the accumulation of resources for, and the payment of,
general long-term debt principal and interest. This fund does not account for debt obligations
backed by revenues of the City's water and wastewater activities.

Keller Town Center Tax Increment Reinvestment Zone (TIRZ) Interest and Sinking (1&S) Fund —
accounts for the accumulation of resources for, and the payment of, long-term debt principal and
interest issued by the Keller Town Center TIF. TIF assessments are paid into the 1&S fund from
each of the patrticipating entities.

These two funds are located in the Debt Service section of the document. Debt service
schedules for Special Revenue and Proprietary Fund Types are included within the activities of
the respective fund.

Capital Projects Funds — used to account for and report financial resources that are restricted, committed,
or assigned to expenditure for capital outlays, including the acquisition or construction of capital facilities
and other capital assets. Funding sources are typically bond proceeds or certificates of obligation. There
are several capital project funds used by the City to fund various capital improvements, which are
included in the City's audited financial statements. However, the City currently maintains only three
capital project funds that are recurring in nature, i.e., financed with transfers, user fees or short-term debt.
Except for intragovernmental transfers to other funds, e.g., transfers of interest earnings or impact fees
from capital projects funds to debt service funds for debt retirement, only the following capital project
funds are included in the City's budget totals:

Park Development Fee Fund — accounts for developer fees that are designated for funding park
capital improvements.

Street/Sidewalk/Drainage Improvements Fund — accounts for developer sidewalk fees, street
assessments, and the one-eighth cent (0.125%) street maintenance sales tax revenues that are
designated for street, sidewalk and drainage improvements. In November 2011, voters reauthorized
the tax for four additional years at one-fourth of one cent (0.25%).

Fleet Replacement Fund — accounts for the annual funding of capital equipment replaced with the
issuance of short-term debt proceeds, or transfers from other funds. The equipment replaced is
typically operational in nature, and therefore this fund is included in the budget total amounts.

Project-based capital projects funds are included in the City's audited financial statements, but are not
necessarily subject to annual appropriations, and are therefore usually excluded from the operating
budget totals. These funds include: Capital Projects Fund, Parks Capital Improvements Fund, the
Roadway Impact Fee Fund, the Water Impact Fee Fund and the Wastewater Impact Fee Fund.
Project information, including related current funding (if any) for some of these funds is disclosed in
the Capital Improvements section of the document.

Proprietary (Business-Type) Fund Types: In addition to governmental fund types, the City also uses
proprietary fund types or enterprise funds. Enterprise funds are used to account for operations that are
financed in a manner similar to private business enterprises. The City utilizes the following enterprise
funds:
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Fund Accounting
Proprietary Fund Types
(continued)

Water and Wastewater Fund — accounts for and reports revenues and expenses of the City’s water
and wastewater activities, financed through user charges and fees for water and wastewater services.
Expenses also include the related annual debt service obligations.

Drainage Utility Fund — accounts for and reports revenues and expenses of the City’s drainage utility,
which is financed through drainage charges. This fund is located in the Other Funds section of the
document.

Budget Columns. In order to facilitate enhancing year-by-year changes, comparative financial
information for the following years, is presented in the columns below:

(1)* (2 ©)) (4)
2013-2014 2014-2015 2014-2015 2015-2016
Actual Budget Estimate Budget
(FY2014) (FY2015) (FY2015) (FY2016)

* FY2014 amounts represent the actual amounts as provided by the prior year audited financial
statements.

Basis of Accounting and Budgeting. The accounts of the City are organized on the basis of funds or
account groups, each of which is considered to be a separate accounting entity. All funds are budgeted
(except as otherwise stated earlier) and accounted for on a Generally Accepted Accounting Principles
(GAAP) basis for purposes of financial statement presentation in the City's audited financial statements.
The Governmental Fund Types, e.g., General and Special Revenue Funds, use a financial resources
measurement focus and are accounted and budgeted for using the modified accrual basis of accounting.
Under the modified accrual basis, revenues are recorded when susceptible to accrual, i.e., both
measurable and available. Available means collectible within the current period or soon enough
thereafter to be used to pay liabilities of the current period. Expenditures represent a decrease in net
financial resources and, other than interest on general long-term debt, are recorded when the fund liability
is incurred, if measurable. Interest on general long-term debt is recorded when due.

In the City's audited financial statements, Proprietary (Enterprise) Fund types, e.g., the Water and
Wastewater Fund, are accounted and budgeted on a cost of services or "capital maintenance"
measurement focus, using the full accrual basis of accounting. Under the accrual basis of accounting,
revenues are recognized when earned and expenses are recognized when incurred. However, for
purposes of this budget presentation, depreciation is not budgeted, and capital expenditures and bond
principal payments are shown as uses of funds (expenditures). Unless otherwise noted, working capital,
rather than retained earnings, is used to represent fund balance in all funds, including Enterprise Funds.
Working capital is generally defined as the difference between current assets (e.g., cash and receivables,
etc.) and current liabilities — excluding the current portion of principal and interest due (e.g., accounts
payable) — and provides a better comparative analysis of proprietary fund reserves for budget purposes
than does the presentation of retained earnings as presented in the audited financial statements. In
addition, budgeting capital outlay as expenditures for budgetary purposes allows the proposed capital
purchases to be reviewed and authorized by City Council each year.

BUDGET DOCUMENT PRESENTATION FORMAT
Included in the introductory section of the budget document are a citywide organization chart, a budget
calendar and a list of principal officials. As in prior years, the budget contains the City Manager's budget

message (transmittal letter) to the citizens and the City Council.
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BUDGET DOCUMENT PRESENTATION FORMAT
(continued)

Following the introductory material in the document, citywide budget summaries, or budget-in-brief, are
presented. Budget summaries include consolidated and/or condensed budget information by fund and
general categories, including all revenues and expenditures, transfers and projected ending fund
balances. Other summary information is also included, such as personnel and staffing position
summaries by fund/department/program or activity; and an ad valorem tax summary, presenting infor-
mation regarding the assessed valuation and the tax rate (levy) adopted for each year. Appropriate
graphs and charts have also been included to assist the reader in the interpretation of financial data.

Financial summaries and detailed departmental information are then presented for each individual
budgetary fund, where appropriate. The information presented for each fund includes a comparative fund
summary with beginning and ending fund balances, and a summary of revenues and expenditures.
Revenues are presented for each fund by detailed sources, while summaries of expenditures are pre-
sented for both the department/activity and function (i.e., personnel services, operations, etc.). Personnel
and staffing level summaries are also presented for each individual fund and department/activity. Graphs
and charts of summary data are included where appropriate.

Following the individual fund summary data, detailed departmental and activity information is presented.
These presentations include a department expenditure summary and an authorized personnel/position
summary for each department. A department/activity summary includes (1) a brief description of the
program/activity (department), outlining the major areas of responsibility; (2) major goals for the
program/activity for the year; and (3) appropriate comparative service level analysis.

The Supplementary Information section includes the City’s miscellaneous fees schedule, budget policies
and procedures, and Fiscal Management Contingency Plan. The budget policies include explanations of
the budget preparation process, its deliberation and adoption, the public hearing process and policies for
amending the budget subsequent to its adoption. Also included in this section is: a General and Debt
Service Fund long-range financial projection; the compensation pay plan; a list of acronyms; and a
glossary of terms.

DEPARTMENTAL MATRIX

The following table indicates the relationship of city departments between funds and fund types used in
the budget document.

Governmental Funds Proprietary Funds

General Other Debt Capital Water &

Department Fund Funds™ | Service Projects | Wastewater | Drainage
Administration/General
Government
Planning & Development
Police Department
Fire Department
Public Works Department
Keller Public Library
Parks and Recreation
Water & Wastewater
(Administration)
Water Utilities
Wastewater Utilities
Drainage Utility

D ncludes all budgeted Special Revenue Funds.
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INTEGRATION WITH THE FIVE-YEAR CAPITAL IMPROVEMENTS PROGRAM

A Five-Year Capital Improvements Program (CIP) is prepared and updated each year, and includes
detailed project descriptions along with anticipated project costs and sources of project funding. Many
capital projects require the issuance of debt (e.g., general obligation bonds, certificates of obligation) and
are therefore currently unfunded; however, the FY2016 CIP projects (if any) are approved during the
budget process. Since most projects require the issuance of debt, those projects are not funded until the
Mayor and City Council take specific official action to authorize funding during a public meeting.

A summary of the 2015-2016 through 2019-2020 CIP is provided in the capital improvements section of
the document.

CONCLUSION AND ACKNOWLEDGMENTS

The preparation of the FY2016 budget document was made possible by the dedicated service of the staff
and the Mayor and City Council of the City. Each employee who assisted in contributing to the pre-
paration of this annual budget has the sincere appreciation of the budget staff. Appreciation is also ex-
pressed to the Mayor and City Council for providing the necessary direction and resources to maintain the
integrity of the City's financial and budgetary affairs.



GENERAL INFORMATION

By successfully balancing big-city comforts with small-town charm, Keller, Texas has evolved into one of
the most desirable communities in the country. High-quality neighborhoods, thriving businesses and
excellence in municipal service, efficiency and innovation have earned Keller regional and national
attention, and we continue those best practices today while working toward an even brighter future.

Located in the heart of the Dallas-Fort Worth Metroplex, Keller's roughly 19 square miles is home to
nearly 43,000 people. The city offers a safe, welcoming atmosphere; excellent schools both public and
private; a variety of shopping and dining destinations; nationally recognized parks and recreation
amenities; and award-winning city facilities and programs. Beyond our borders, residents have easy
access to Dallas/Fort Worth International Airport, a number of major regional thoroughfares, and the
world-class museums, sports franchises and entertainment of nearby Dallas and Fort Worth.

In the past year, Keller has been recognized as one of the safest cities in Texas as well as one of the
Best Cities for both young families and empty-nesters in the Lone Star State. A variety of media outlets,
including The Dallas Morning News and D Magazine have also rated Keller one of the best places overall
to live in the DFW region, and a mix of state and national organizations have honored the city in the areas
of parks and recreation, community development, public safety, library services, management innovation,
communication, and financial excellence and transparency.
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GOVERNMENT AND OPERATIONS

Close proximity to the Trinity River, abundant land and plentiful game first drew settlers to Keller,
originally known as Athol, during the early 1850s. The City of Keller, named for Texas Pacific Railroad
foreman John C. Keller, was officially established in 1881 as the rapid development of railroad service
through North Texas helped turn the city into a successful trade center. Nearly 75 years later, in 1955, the
city was incorporated under the general laws of the State of Texas.



The City of Keller now operates under the Council-Manager form of government with a home rule charter
approved by voters in 1982 and most recently amended in November 2010. Under the Council-Manager
form of government, day-to-day operations are handled by a city manager, whom the City Council
appoints to serve as the chief administrative and executive officer of the city. Meanwhile, the Keller City
Council — comprised of a mayor and six council members elected at-large for three-year staggered terms
during general elections held in May of each year — focuses on vision and policies, and approves the
blueprint for those plans in the form of a budget each year.

Keller provides a full level of public services to its citizens, including administrative services; police, fire,
animal control and emergency medical services; municipal court services; parks and recreation facilities;
a public library; community planning and building inspection; economic development; public works and
engineering; street maintenance; water, wastewater and drainage utility services; and contracts for solid
waste collection and disposal.

POPULATION AND ECONOMICS

The City of Keller experienced significant population growth from 1970 until about 2010, rating it among
the fastest growing cities in Tarrant County. The city continues to grow primarily as a residential
community, with many residents employed by major companies located within a 15-mile radius of the city,
and is now approximately 85 percent developed. However, the city continues to feel the effects of rapid
growth in neighboring cities, particularly the area of North Fort Worth adjacent to Keller's western border.

The following table presents Keller's official Census population since 1970, as well as the current year’'s
estimated population.

Increase Pct Increase
Population | (Decrease) | (Decrease)

1970 Census 1,474 NA NA
1980 Census 4,156 2,682 182.0%
1990 Census 13,683 9,527 229.2%
2000 Census 27,345 13,662 99.8%
2010 Census 39,627 12,282 44.9%
2015 Estimate 42,890 3,263 8.23%

The city anticipates steady residential and commercial growth in the future. In order to keep pace,
infrastructure improvements have continued to be a high priority. Following nearly $20 million worth of
improvements to two important thoroughfares — Rufe Snow Drive and North Tarrant Parkway — three
years ago, Keller has focused on the reconstruction of residential streets and important thoroughfares as
well as the expansions of key intersections such as Main Street/Keller Parkway and Rufe Snow/Johnson
Road.

The city is also working in conjunction with local and state agencies on the expansion of FM 1938 to four
lanes, which will improve access along the city’s eastern boundary to State Hwy. 114, and has plans for
significant public improvements in Old Town Keller aimed at spurring additional economic development
and improving driver and pedestrian safety.

The city is also undertaking major sanitary sewer expansion projects along our western border and in the
north portion of the city; planning the expansion of our water infrastructure to handle the city’s predicted
needs at build-out; and considering new, ongoing programs aimed at maintaining and growing our
sidewalk network.

Along with its growing population, Keller continues to see growth in its commercial sector with $88 million
in new commercial construction added in Fiscal Year 2014 alone and more than $120 million estimated in
FY 2015. During FY 2016, the city anticipates another $132.5 million in commercial growth, bringing retail
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and office square footage to over 4.6 million. This growth has occurred primarily along major arterials
such as FM 1709 and U.S. Hwy. 377. Old Town Keller, which stretches along both sides of Hwy. 377, has
experienced a resurgence in office, retail and restaurant activity in the past few years. Recent openings
have included Feedstore BBQ, Printed Threads General Store, Starbucks, Texas Bleu Steakhouse and
Mexican Inn.

Keller Town Center, too, has seen a rush of activity. Recent openings have included Moviehouse &
Eatery, an eight-screen dine-in movie theater and restaurant, as well as Out on a Limb boutique,
Hollywood Feed pet store, Pie Five Pizza, Jersey Mike’s and upscale men’s salon 18/8.

At more than $8.74 million, the total local sales and use tax rebate for calendar year 2014 provided an
important boost to the city’'s General Fund and special revenue funds focused on park development,
public safety and street maintenance. That trend of steady growth has continued in calendar year 2015,
with monthly figures consistently besting those achieved in 2014.

CURRENT PROPOSED LAND USE AT BUILD-OUT

O Single-Family Low Density

O Single-Family Medium Density
O Single-Family High Density
43% OMixed-Use

O Office

H Retail

M Industrial/Commercial

H Public/Semi-Public

B Parks and Open Space

At build-out, single-family residential
property is expected to comprise
approximately 79 percent of the total
15% land area of Keller.

EDUCATION

The Keller community is primarily served by the Keller Independent School District, which stretches
across 51 square miles to serve all or part of nine different cities in Northeast Tarrant County, including
Keller, Colleyville, Fort Worth, Haltom City, Hurst, North Richland Hills, Southlake, Watauga and
Westlake. The district features 39 campuses educating more than 33,700 students with an annual
operating budget of nearly $250 million, and is regularly honored for educational excellence, academics,
fine arts, athletics, financial efficiency and transparency, and campus safety.

KISD provides instruction for children in pre-Kindergarten through 12th grade, and employs more than
3,850 people, including just over 2,400 teachers. Thanks to population growth throughout its service area,
particularly in North Fort Worth, enrolliment in Keller ISD has more than doubled during the past 10 years
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and is expected to rise to more than 40,000 during the next decade, making it one of the fastest growing
school districts in the state.

Families preferring a private, faith-based educational experience have their choice of Messiah Lutheran
Classical Academy and St. Elizabeth Ann Seton Catholic School within Keller’s city limits.

Educational opportunities beyond high school are also readily available. The Northeast campus of the
Tarrant County College District is within short driving distance and several colleges and universities stand
within a 40-mile radius, including Southern Methodist University, Texas Christian University, Texas
Woman's University, the University of North Texas, the University of Dallas, the University of Texas at
Arlington and the University of Texas at Dallas. Several trade, industrial and technical schools are also
located throughout the DFW area.

QUALITY OF LIFE

Parks and Recreation: The City of Keller's award-winning parks and recreation system features more than
300 acres of developed park land and nearly 19 miles of hike and bike trails. The city’s 11 developed park
sites include popular Bear Creek Park (44 acres) and The Parks at Town Center (102 acres), which
connect through a scenic off-road hike and bike trail and feature fishing areas, playgrounds, picnic tables,
pavilions, and basketball and volleyball courts; and The Keller Sports Park, which opened in 1996 and
currently provides seven baseball fields, two football/four t-ball fields, five regulation soccer fields, two
youth soccer fields, two sand volleyball courts, equestrian trails and more.

The department also staffs and manages The Keller Pointe, an award-winning fithess and aquatics facility
offering cardio and weight-lifting equipment, an indoor track, indoor basketball/volleyball courts, exercise
classes, two pools and a splash pad; keeps residents age 55 and up having fun at the Keller Senior
Activities Center; and organizes a wide variety of special community events, workshops, youth camps and
sports leagues annually.

Keller Public Library: Supporting lifelong learning and fun through more than 80,000 materials and 500
annual programs, the Keller Public Library was recently honored with its fifth consecutive Achievement in
Library Excellence Award from the Texas Municipal Library Directors Association, marking it as one of the
best public libraries in Texas.

The 21,000-square-foot facility was incredibly popular in Fiscal Year 2014, with over 229,000 visitors
helping circulate 516,000 materials. Nearly 27,300 Keller citizens own a library card. In addition to a wide
variety of media, including books, DVDs, audio books, newspapers and magazines, the library has also
been expanding its online services in recent years and now offers not only thousands of free e-books and
audiobooks, but also digital magazines, interactive foreign language programs and free downloadable
music.

Public Safety: Keller is one of the safest cities in the region, protected by the first Texas police agency to
have received accreditation at both the state and national levels. With the smallest number of sworn
officers per capita in the area accomplishing one of the lowest crime rates in the state, the Keller Police
Department’s headquarters also proudly house the Keller Regional Animal Adoption Center managed by
the Humane Society of North Texas; the Keller Regional Jail; offices for Regional Animal Services; and
the Northeast Tarrant Communications Center, a regional 911 dispatch center known as NETCOM.

The award-winning Keller Fire Department focuses efforts on fire prevention and education, all the while
training to maintain their status as one of the most skilled fire and rescue departments in the state. Every
Keller firefighter is also cross-trained as a paramedic, and the department has achieved the highest
licensing possible from the Texas Department of State Health Services, qualifying KFD ambulances as
Mobile Intensive Care Units.
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Area Recreation and Leisure: Diversity in Keller's housing market offers something for everyone, whether
a family prefers an apartment near the Town Center, a master-planned community surrounding an 18-
hole championship golf course, low maintenance patio homes or a large wooded lot offering an escape
from the daily bustle. In addition to the Keller-based Sky Creek Ranch golf course, which opened in 1998,
several 18-hole championship golf courses are located within minutes of the city. The DFW area is also
home to more than a dozen lakes offering boating, fishing, camping and picnic facilities. And the cities of
Fort Worth, Arlington and Dallas, with their varied cultural opportunities of theaters, museums, zoos,
botanical gardens and professional sports teams, are within 30 minutes of Keller. Major tourism
attractions in the area include: the Fort Worth Botanical Gardens, the Fort Worth Zoo, the Fort Worth
Stockyards, Hurricane Harbor, Six Flags over Texas, Texas Motor Speedway, the Dallas Zoo, the Dallas
World Aquarium, the Perot Museum of Nature and Science, the George W. Bush Presidential Library and
dozens of art museums and galleries. Professional sport franchises in the area include the Dallas
Cowboys, Texas Rangers, Dallas Stars, Dallas Mavericks and FC Dallas.

MEDICAL

The DFW Metroplex area is served by more than 70 hospitals offering specialized services such as organ
transplantation, major trauma care, cancer treatment, kidney dialysis, chemical dependency treatment
and more, and excellent healthcare at four of the largest hospitals in Tarrant County is available within
minutes of Keller.

Medical facilities have flourished in Keller over the past several years, with a variety of health needs now
being served at the 39,000-square-foot Baylor Medical and Diagnostic Center on Hwy. 377, the 31,000-
square-foot Keller Health Plaza on Bourland Road, the recently expanded 6,650-square-foot Cook
Children’s pediatric facility on Keller Parkway and the 37,579-square-foot Baylor Emergency Medical
Center at Keller, an emergency and specialty medical center on South Main Street that began accepting
patients — and EMS transports — around the start of 2014. In fact during 2014 alone, more than a dozen
medical practices and offices became part of the Keller healthcare community. These have included
specialists in counseling, dental surgery, physical therapy, radiology, eye care, dentistry and chiropractic
services — even a new clinic for furry and feathered members of the family.

TRANSPORTATION

The City of Keller is well served by several major thoroughfares offering quick access throughout North
Texas, including Interstates 35 and 820, U.S. Highway 377, State Highways 114, 121, 170, 183 and 26,
and FM 1938 and 1709.

Located nine miles east of the city, Dallas/Fort Worth International Airport provides access to more than
200 destinations worldwide, including 57 international connections. Nearby Meacham Field is a fixed-
base operation for private and commercial service, and Alliance Airport began limited operations in 1989.
As the first newly constructed industrial airport in the U.S., Alliance is now home to a FedEx hub, BNSF
Intermodal Terminal, Drug Enforcement Agency and numerous distribution company facilities.

Keller also sits only 5 miles north of the Richland Hills Light Rail Station, providing access to the Trinity
Railway Express (TRE) commuter rail service between Fort Worth and Dallas; Dallas Area Rapid Transit
(DART), which offers public transportation access to 13 area cities across a 700-square-mile area; and
the Fort Worth Transportation Authority (The T), which operates a large bus and vanpool system with
plans for new commuter rail to run from downtown Fort Worth to Grapevine and the Dallas/Fort Worth
International Airport by 2018.
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FINANCIAL

Conservative fiscal management is a cornerstone of Keller's government; city leaders and staff are active in
determining the most cost-effective ways to meet goals, began the practice of zero-based budgeting during
FY2013 and maintain one of the lowest ad valorem tax rates in the region. By closely monitoring
expenditures, implementing cost-saving initiatives and exploring creative partnerships, the city is able to
maintain the service levels that our residents have come to expect and position Keller to thrive.

Keller's finances and transparency efforts have been recognized by the Texas Comptroller's Office, which
has honored Keller for five years with its Gold Leadership Circle Award for Transparency in Financial
Reporting, and by the Government Finance Officers Association, which has awarded the city its
Distinguished Budget Presentation Award for 19 consecutive years and its Excellence in Financial Reporting
Award for 25 consecutive years.

TAX RATES OF NEIGHBORING NORTHEAST TARRANT COUNTY CITIES
(Rates per $100 of Taxable Value)

Property Tax Rates - Neighboring Cities
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Data: Cities' website published 2014-15 Adopted Budget

Source: Tarrant Appraisal District website

Chart shows two prior years' adopted rates; FY2015-16 proposed tax rates are unavailable at this time.
As shown, tax rates typically increase or decrease slightly from year to year.
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BUDGET POLICIES

In accordance with Articles V and VIII of the Keller Charter and other related ordinances and policies, the
following budget policies are followed throughout the budgetary process.

Section 5.01(c). Powers and duties of the City Manager.

(2) Prepare the budget annually and submit to the City Council, and be responsible for its admin-
istration after adoption.

(3) Prepare and submit to the City Council as of the end of the fiscal year a complete report on the
finances and administrative activities of the City for the preceding year.

(4) Keep the City Council advised of the financial condition and future needs of the city and make such
recommendations as may seem desirable.

Section 8.02. Submission of budget and budget message.

The fiscal year of the city shall begin on the first day of October and end on the last day of the following
September.

On or before August 15 of each year, the City Manager shall submit to the City Council a budget for the
ensuing fiscal year and an accompanying message in the form and with the content as prescribed by the
[City] Council.

Code reference - Fiscal year established, § 2-110.

Section 8.03. Budget as a public record.

The budget and budget message and all supporting schedules shall be a public record in the office of the
City Secretary open to public inspection by anyone. The City Manager shall cause sulfficient copies of the
budget and budget message to be prepared for distribution to the [City] Council and to the public library.

Section 8.04. Publication of notice of public hearing.

At the meeting of the [City] Council at which the budget and budget message are submitted, the [City]
Council shall determine the place and time of the public hearing on the budget, and shall cause to be
published a notice of the place and time of such hearing which shall be not less than seven (7) days after
date of publication, at which the [City] Council will hold a public hearing.

Section 8.05. Public hearing on budget.

At the time and place so advertised, or at any time and place to which such public hearing shall from time
to time be adjourned, the [City] Council shall hold a public hearing on the budget as submitted, at which
all interested persons shall be given an opportunity to be heard, for or against the estimates or any item
thereof.

Section 8.06. Further consideration of budget.

After the conclusion of such public hearing, the [City] Council may make such changes as it shall deem
proper, except that such proposed expenditures as are fixed by law cannot be changed. Before making
any change which could cause an increase in the total proposed budget, the [City] Council shall hold an
additional public hearing in the same manner and with the same notice as set forth for original budget
hearings.
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BUDGET POLICIES

Section 8.07. Addition to budget.

After such further hearing, the [City] Council may insert the additional item or items, and make the
increase or increases, to the amount in each case indicated by the published notice, or to a lesser
amount, but where it shall increase the total proposed expenditures, it shall also increase the total
anticipated revenue to at least equal such total proposed expenditures.

Section 8.08. Majority of full [City] Council required.

The budget shall be adopted by the favorable votes of at least a majority of all the members of the [City]
Council.

Section 8.09. Date of final adoption; failure to adopt.

The budget shall be finally adopted not later than the twenty-seventh day of the last month of the fiscal
year. Should the [City] Council take no final action on or prior to such date, the budget, as submitted,
shall be deemed to have been finally adopted by the [City] Council.

Section 8.10. Effective date of budget certification; copies made available.

Upon final adoption, the budget shall be in effect for the budget year. A copy of the budget, as finally
adopted, shall be certified by the Mayor and the City Secretary and filed in the office of the City Secretary.
The budget so certified shall be printed, mimeographed or otherwise reproduced and sufficient copies
thereof shall be made available for the use of all offices, departments and agencies and for the use of
interested persons and civic organizations.

Section 8.11. Budget establishes appropriations.

From the effective date of the budget the several amounts stated therein as proposed expenditures shall
be and become appropriated to the several objects and purposes therein named.

Section 8.12. Amendment.

The City Council may during the fiscal year amend the budget by ordinance if such amendment will not
increase the total of all budget expenditures. If such expenditures are necessary to protect public
property or the health, safety or general welfare of the citizens of Keller, the total budget may be
increased after notice and public hearing as prescribed for adoption of the original budget.

Section 8.13. Appropriation of excess revenue.

If at any time the total accruing revenue of the City shall be in excess of the total estimated income
thereof, as projected in the budget, the City Council may by ordinance amend the budget so as to appro-

priate such excess revenue to such purposes as they may deem appropriate after notice and public
hearing as required for adoption of the original budget.
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BUDGET POLICIES

Section 8.14. Accounting procedures.

Accounting procedures shall be maintained by the City adequate to record in detail all transactions
affecting the acquisition, custodianship and disposition of anything of value; and the recorded facts shall
be presented annually to the City Council and to the public and such summaries and analytical schedules
in detailed support thereof as shall be necessary to show the full effect of such transaction for each fiscal
year upon the finances of the City and the relation to each department thereof including distinct
summaries for each required by law to be segregated.

Section 8.15. Independent audit.

The [City] Council shall cause an independent audit to be made of the books of account, records and
transactions of all the administrative departments of the City at least once yearly. Such audit shall be
made by a certified public accountant selected by and responsible to the [City] Council. The duties of the
auditors so appointed shall include the certification of all statements. Such statements shall include a
balance sheet, exhibiting the assets and liabilities of the City, supported by departmental schedules, and
schedules for each publicly owned or operated utility, summaries of income and expenditures, supported
by detailed schedules, and also comparison, in proper classification, with the last previous year. The
report of such auditor or auditors for the fiscal year shall be printed and a copy thereof shall be furnished
to each member of the [City] Council and the City Manager, and a copy shall be made available to each
citizen who may request such. The original shall be kept among the permanent records of the City.

Section 8.16. Power to tax.

The City Council shall have the power under the provisions of state law to levy, assess and collect an
annual tax upon taxable property within the City, the tax not to exceed the rate as provided for by state
law governing cities with a population in excess of five thousand (5,000) inhabitants.

If for any cause the City Council shall fail to pass a tax ordinance for any one (1) year, levying taxes for
that year, then and in the event the tax levying ordinance and rate established therein last passed shall
and will be considered in force and effect.

Section 8.17. Defect shall not invalidate tax levy.

Defects in the form of preparation of the budget or the failure to perform any procedural requirement shall
not invalidate any tax levy or the tax roll.
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CITY OF KELLER
Financial Management Policies

1. Purpose of Policies.

1.1 The City of Keller (the City) is committed to sound financial management through integrity,
prudent stewardship, financial planning and accountability, full disclosure, and communication. Financial
Management Policies will enable the City to achieve and maintain a stable, positive financial condition,
while also providing guidelines for the day-to-day planning and operations of the City's financial affairs.

1.2 The City will establish and maintain a high standard of accounting practices. The City's
accounting system shall conform to generally accepted accounting principles (GAAP), as prescribed by
the Governmental Accounting Standards Board (GASB) for governmental entities.

1.3 The City will prepare and maintain in a current status written administrative procedures relating
to each financial management area. The City Manager, department directors, and managers are
responsible for ensuring that good internal controls are maintained and followed throughout their
respective City departments, that all management directives or internal control recommendations are
implemented in a timely manner, and that all independent auditor recommendations are addressed.

1.4 The City will pursue transparency with regard to disclosure of financial information. Accordingly,
the City will seek to attain and maintain the “Gold” Leadership Circle award for financial transparency,
awarded annually by Texas Comptroller of Public Accounts. A primary focus of financial transparency is
the ability for citizens to review the City’'s financial information online. At a minimum, online information
will include annually adopted budgets, comprehensive annual financial reports, and check registers.

1.5 These financial management policies shall remain in effect until amended by the City Council.
The City Council shall review the policies annually, and amend as necessary.

2. Operating Budgets.

2.1 Annual estimates of revenue in both the general fund and enterprise funds shall be based on
historical trends and a reasonable expectation of growth. A conservative approach shall be observed in
estimating revenues, so that revenue estimates will not be overstated. Annual Water and Wastewater
Enterprise Fund revenues shall be budgeted on the basis of a normalized year, with reasonable
estimates of customer growth, not on the basis of forecasted above-average rainfall (wet year) or below-
than-average rainfall (dry year).

2.2 The adoption of a balanced budget, where current resources (current revenues plus
undesignated fund balances) shall be required. Current resources will equal or exceed current
expenditures for each individual fund.

2.3 At the end of each fiscal year, the City shall establish a goal that the unassigned fund balances
or reserves of the General Fund shall be at least seventy (70) days of fund operating expenditures
(excluding non-recurring expenditures) for the same fiscal year.

2.4 The City should endeavor to maintain a diversified and stable revenue base in order to prevent
overall revenue shortfalls as a result of periodic fluctuations in any one revenue source. Each existing
and potential revenue source will be re-examined annually.
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2. Operating Budgets.
(Continued)

2.12 Unless otherwise noted in the annual budget document, annual fixed-dollar budgets will be
adopted for all funds except capital project and trust funds for the period beginning October 1 and ending
September 30 of the following year. Project budgets for capital projects are adopted on a project basis,
and not a fiscal year basis.

2.13 All budget appropriations (except for capital projects funds) lapse at fiscal year-end (September
30). Any encumbered appropriations at year-end may be re-appropriated by the City Manager in the
ensuing fiscal year. Such re-appropriations shall be subsequently reported to City Council.

2.14 All budgets shall be adopted on a basis of accounting consistent with GAAP, as applied to gov-
ernmental entities, with the exception of Enterprise and Internal Service Funds. Revenues are budgeted
as they become measurable and available. Expenditures are charged against the budget when they
become measurable, or when a liability has been incurred and the liability is expected to be liquidated
with available current resources. Outstanding encumbrances at year-end are re-appropriated in the
budget of the ensuing fiscal year. For Enterprise and Internal Service Funds, depreciation is not
budgeted, and capital improvements and debt service principal payments are budgeted as expendi-
tures/expenses.

2.15 The budget shall be maintained at the legal level of control which is the department within the
individual fund. Expenditures may not exceed the legal level of control at the department level within an
individual fund without approval of the City Council. The City Manager is authorized to transfer appro-
priations within a department or between departments in an individual fund in accordance with these
policy guidelines.

2.16 Authority to transfer appropriations within a fund or department. The City Manager may approve
transfers of available appropriations between general classifications of expenditures within the same
fund, provided the transfer amounts do not result in a net increase in total appropriations for the fund. The
City Manager shall report to the City Council any transfer at the next regular Council meeting.

2.17 Authority to transfer appropriations between funds. Transfers of available appropriations in
general classifications of expenditures between funds, shall be approved only by the City Council.

2.18 Increase in total appropriations and use of contingency funds. The City Council shall also
approve any budget modification(s) resulting in a net increase in appropriations, or any proposed use of
contingency funds [Keller Charter, Section 8.12].

2.19 The City will strive to receive and retain the Distinguished Budget Presentation Award presented
annually by the Government Finance Officers Association (GFOA).

2.20 Budgets of Enterprise and Internal Service Funds shall be self-supporting, i.e., current revenues
plus working capital reserves will equal or exceed current expenditures (excluding depreciation).

2.21 Budgets of Enterprise and Internal Service Funds are prepared on a working capital basis,
whereby depreciation expenses are not budgeted and capital outlay and debt service principal payments
are budgeted as expenses. Reserves of Enterprise and Internal Service Funds will be disclosed using
working capital, rather than retained earnings.
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2. Operating Budgets.
(Continued)

2.22 Budgets shall integrate performance measures, goals and objectives, service levels and pro-
ductivity measures where appropriate, and provide a means of measuring and monitoring performance,
goals and productivity.

2.23 New positions and programs funded in annual budgets will be disclosed at their full annual cost
in the initial and subsequent years of funding, or at the respective full-time equivalent costs for new
positions. Even if the positions and/or programs are anticipated to begin mid-year, the full annual costs,
or the full-time equivalent costs for new positions, will be disclosed in the budget. Positions temporarily
vacant will also be disclosed at their full annual cost in the annual budget.

2.24 Replacement of worn-out existing capital equipment that is costly to maintain will not be deferred
in the annual budget process.

3. Capital Improvements.

3.1 The City will develop and maintain a comprehensive five-year plan for capital improvements.
This plan shall be presented to and reviewed by the City Council annually. Capital improvements for
planning purposes shall be considered as all land, land improvements, building projects, infrastructure
(i.e., streets, water and wastewater improvements) and equipment exceeding one hundred thousand
dollars ($100,000) in cost.

3.2 All capital improvements should be made in accordance with the five-year plan as adopted or
reviewed by the City Council.

3.3 The City Council shall adopt an annual capital budget that is based on the five-year capital
improvement plan. This capital budget shall identify the sources of funding for each capital project auth-
orized for the ensuing fiscal year. Assessments and pro-rata charges may be applied where applicable to
fund capital projects.

3.4 The City's capital improvement program shall be coordinated with the operating budgets. Oper-
ating costs associated with each capital improvement project will be identified in the capital budget and
included in the appropriate operating budget if the project is authorized.

3.5 Capital project status reports shall be prepared monthly, on a timely basis.

3.6 Interest earnings on bond proceeds shall be credited to the appropriate capital project fund(s) or
debt service fund(s).

3.7 For capital budgeting purposes, capital improvement projects for facilities (fire stations, libraries,
City Halls, etc.) will not only include cost of acquisition or construction of the facility, but shall also include
the annual operating costs of staffing, equipping, operating and insuring of the facility. The City shall not
finance annual operating costs with the issuance of debt, per Section 4.1.

3.8 The City will strive to adequately measure the condition of our infrastructure, and the degree to
which the City is meeting infrastructure replacement needs.
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3. Capital Improvements.
(Continued)

3.9 The City Council may establish, by resolution, policies and procedures for prioritizing capital
project improvements, establishing a reserve therefore, and the funding thereof in accordance with the
provisions of the City's Financial Management Policies.

4. Debt Management.

4.1 Long-term debt shall not be incurred to finance current operations. Long-term debt shall be
defined as debt requiring more than five years to retire. Short-term or interim debt shall be defined as
debt requiring five years or less to retire, and may be used to fund purchases of machinery, equipment
(including office equipment) and vehicles.

4.2 When any debt is issued to finance capital improvements, the City shall retire the debt within a
period not to exceed the expected useful life of the projects or improvements being financed.

4.3 Total debt service requirements (principal and interest) in any fiscal year should generally not
exceed twenty-five percent (25%) of the City's total expenditures/expenses (excluding capital projects
funds).

4.4 Total direct general obligation debt service requirements shall not exceed fifteen percent (15%)
of the assessed value of taxable property.

4.5 The City shall maintain good communications with the major bond rating agencies concerning
the City's financial condition, and shall follow a policy of full disclosure in every financial report and official
bond statement. The City will maintain sound fiscal management practices to maintain and improve
current bond ratings.

4.6 Interest and sinking fund and/or debt reserve balances shall be maintained in accordance with
the City's most restrictive bond ordinances and/or covenants.

4.7 Use of impact fee revenue for debt will be evaluated during each budget year. The amount of
impact fees being used for debt service shall be fully disclosed in the annual budget.

4.8 Debt issuance is costly, time-consuming and should be done no more than once a year if
possible.

4.9 The percentage of the tax rate designated for debt service purposes should not exceed forty
percent (40%) of the total tax rate.
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5. Financial Reporting.

5.1 The City will strive to receive and retain the Certificate of Achievement for Excellence in
Financial Reporting awarded annually by the Government Finance Officers Association of the United
States and Canada (GFOA).

5.2 An annual independent financial audit shall be performed by a properly licensed independent
public accounting firm, and results of this audit will be presented to the City Council by March 31 of the
following year in the form of a Comprehensive Annual Financial Report (CAFR), in accordance with
generally accepted accounting principles (GAAP) and GFOA requirements.

5.3 Timely interim financial reports will be produced for department managers for internal purposes.
Departmental reports comparing budget to actual amounts shall be prepared by the Finance Department
in a timely manner.

5.4 Financial statements shall be prepared on at least a quarterly basis and made available to the
City Council in a condensed format. After presentation of the report to the City Council, the report shall
be made available for public inspection.

5.5 Every three to five years, the City will issue requests for proposal to choose an auditor for a
period not to exceed five years.

6. Purchasing.

6.1 The City Manager shall be responsible for maintaining a written purchasing policy in accordance
with State statutes and City Ordinances.

6.2 The Chief Financial Officer shall be responsible for maintaining written administrative purchasing
procedures in accordance with the City’'s Purchasing Policy. These administrative procedures must be
approved by the City Manager.

6.3 Generally, purchases are authorized as follows:

6.3.1 The Chief Financial Officer and the Department Head may approve purchases for fifteen
thousand dollars ($15,000) or less.

6.3.2 Purchases greater than fifteen thousand dollars ($15,000) but less than fifty thousand
dollars ($50,000) will require detailed specifications, and must be approved by the Department
Head, the Chief Financial Officer and the City Manager.

6.3.3 Purchases exceeding fifty thousand dollars ($50,000) will be subject to competitive
bidding requirements and may be approved only by the City Council. Formal competitive bids
shall be required for all purchases in excess of those limits established by State statutes. Pur-
chases below State statute limitations may be approved by the Department Director and Chief
Financial Officer, and/or the City Manager in accordance with City statutes and written
purchasing policies and procedures.

6.4 Lease purchase or installment purchase agreements may be used to finance capital items with a
purchase price exceeding fifty thousand dollars ($50,000) and having a useful life in excess of one (1)
year. All lease purchase agreements in excess of limits established by State statutes will be awarded by
City Council.
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6. Purchasing.
(Continued)

6.5 In accordance with the City’s Purchasing Policy, the City may consider one or more competitive
sealed bids from a bidder whose principal place of business is within the city limits, in accordance with
provisions of Chapter 271, Subchapter 271.9051 of the Local Government Code.

6.6 The administrative purchasing procedures shall contain an ethics section, in accordance with
State of Texas statutes and the City’s Ethics Policy.

6.7 Chapter 791 of the Texas Government Code (the Interlocal Cooperation Act) authorizes
government entities within the State of Texas to contract with one another for the provision of various
governmental functions and the delivery of various governmental services, including those in the areas of
purchasing goods, supplies and services. Therefore, in an effort to utilize resources wisely, the City will
enter into interlocal agreements, when advantageous to the City, with other governmental entities such as
the State of Texas, North Central Texas Council of Governments, Houston-Galveston Area Council of
Governments, the City of Fort Worth, Tarrant County, or Keller Independent School District, in order to
take advantage of purchasing contracts with favorable pricing arrangements.

6.8 Authorization and Approval of Change Orders. The City Council hereby grants authority to the
City Manager to execute any and all change orders which involve a decrease or an increase of twenty-
five thousand dollars ($25,000) or less, provided the total contract expenditures do not exceed the
budgeted amount. Any change order involving a decrease or an increase in excess of twenty-five
thousand dollars ($25,000) requires approval of the City Council, in accordance with Local Government
Code, Section 252.048.

7. Cash and Investments.

7.1 The Chief Financial Officer shall be responsible for maintaining written administrative procedures
for all areas of cash and investments, in accordance with State statutes, City ordinances and these
policies.

7.2 The City will enter into a depository agreement with one or more banks for a specified period of
time and specified fees for banking services. The term of each depository agreement shall not exceed
three (3) years unless otherwise approved by the City Council.

7.3 Collection, deposit and disbursement of all funds will be scheduled to ensure maximum cash
availability and investment earnings.

7.4 The City’s first and foremost investment objective shall be safety of principal. To meet this
objective, the City will seek to obtain a competitive, or market rate-of-return on investments, consistent
with the City's investment policy.
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8. General Policies.

8.1 The City Manager is authorized to write off bad debt accounts less than one thousand dollars
($1,000) which have been delinquent for more than one hundred twenty (120) days. These accounts will
be aggressively pursued for collection by any lawful and available means. Accounts which are in
bankruptcy status, involving a claim of one thousand dollars ($1,000) or less, which require the City to
make an election to the bankruptcy court, will be referred to the City Manager, with a recommendation by
the City Attorney. The City Manager shall report all bad debt write-offs to City Council. All accounts in-
volving write-offs greater than one thousand dollars ($1,000) shall be referred directly to City Council for
write off, or further recommended action.

8.2 The City shall follow a policy of aggressively pursuing the collection of current and delinquent ad
valorem taxes, and shall strive to maintain a current ad valorem tax collection rate equal to or exceeding
ninety-seven percent (97%) of the current levy. In addition, the City will aggressively pursue collection of
other debts owed to the City, e.g., water bills, ambulance billings, etc.

8.3 Sound appraisal procedures and practices will be monitored by the City in order to keep property
values current. The City will annually review the various levels of property tax exemptions and abate-
ments which may be optionally granted by the City.

8.4 The City may impose impact fees upon new development. The purposes of these fees are to
pay a portion of the cost of constructing capital improvements or facility expansions necessary to serve
new development.

8.5 Expenditures of impact fees are limited to paying the cost of construction or capital improve-
ments or facility expansions and to payment of principal and interest on bonds, notes, or other obligations
issued to finance eligible capital improvements.

8.6 Plans and costs of enforcement related to the passage of ordinances and/or other legislation (if
any) should be disclosed to the City Council by the City Manager, prior to the passage of ordinances
and/or other legislation.

8.7 Consistent efforts shall be made to reconcile the total water volume sold to the total water
volume purchased or pumped. Acceptable water losses for fire-fighting, fire hydrant testing and broken
lines should not exceed seven percent (7%). To achieve this goal, it is the policy of the City that all water
service, including City-owned facilities, be metered appropriately.

8.8 Efforts shall be made to reconcile wastewater contributed from customers to those volumes
flowing through treatment facilities. Acceptable amounts of inflow and infiltration should not exceed ten
percent (10%).

8.9 Utility billing collection cycles should be as short as practical and utility security deposits should
reflect those cycles in order to minimize losses to the City. Meter readings should occur in relatively
uniform monthly time frames, and utility bills should be generated in a timely manner thereafter. Ultility
bills should be due no more than fifteen (15) days after the customer receives the bill. Delinquent notices
should be mailed one day after the due date. Termination of utility service should occur no more than
sixty (60) days after the meter reading date.
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8. General Policies.
(Continued)

8.10 The City will evaluate privatization of services which will either maintain or improve the existing
quality of services, while at the same time minimizing the cost of the service to the public. Examples of
services to be evaluated for privatization are solid waste collection, engineering, and data processing
services.

8.11 The City will provide adequate staffing and training to our fiscal functions in order to maintain
effective internal controls, timely financial transactions and meaningful financial management information.

8.12 Utility cost subsidies should be minimized. Cost subsidies can occur between funds, i.e.,
General Fund and Water and Wastewater Enterprise Fund; between utilities, water utility and sewer
utility; between customers, residential customers and commercial customers; and between generations,
current and future generations.

8.13 The City will cautiously evaluate the granting of tax exemptions and/or abatements, which shift
tax burdens, and may also eventually, raise the overall tax rate.

8.14 The City will thoroughly review state and federal legislation that will impact City services, and the
potential or resulting costs to citizens.

Adopted December 17, 1996 (Resolution #810); amended May 6, 1997 (Resolution #867); March 6, 2001 (Resolution #1620);
December 18, 2001 (Resolution #1759); and March 18, 2003 (Resolution #1946); November 7, 2006 (Resolution #2484); and
February 2, 2010 (Resolution #2920); and May 15, 2012 (Resolution #3207).
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Fiscal Management Contingency Plan

The contingency plan is a planning document that will be used in the event there is a downturn in
economic conditions that will negatively impact the City of Keller budget. The City is dependent on a
stable, growing economy so that budgeted revenues will be realized. It is essential that the City of Keller
constantly monitor economic conditions and any possible negative impacts on the City's revenues.

The fiscal management plan will assist City management in guiding future planning efforts. The Plan is a
guide only, and is intended to assist in budget balancing strategies. Depending upon management's
response to economic and financial conditions, some parts of the plan may be implemented sooner or
later, in accordance with direction from the City Council. Economic and budget conditions will be
evaluated monthly, and any budget impacts resulting from economic conditions or trends will be
identified.

Throughout the contingency plan process, the goal is to protect current service levels, while continuing to
provide competitive pay and benefits to all employees.

Budgetary Revenue Shortfall Contingency Plan

A. The City will establish a plan to address economic situations that cause revenue to be significantly
less than the adopted budget revenue. The plan is comprised of the following components:

Indicators: Serve as warnings that potential budgetary revenue shortfalls are increasing in
probability. Staff will monitor state and national economic indicators to identify
recessionary or inflationary trends that could negatively impact consumer spending or
property values.

Levels: Serve to classify and communicate the severity of the estimated budgetary revenue
shortfalls and identify the actions to be taken at the given phase.
Actions: Preplanned steps to be taken in order to prudently address and counteract the

estimated budgetary revenue shortfall.

B. The actions listed in Levels | through IV are intended to be short-term in nature. In the event the
underlying economic situation is expected to last for consecutive years, more permanent actions will
be taken.

C. The City Manager or designee will apprise City Council at the regular City Council meeting
immediately following any action taken through this plan. Information such as underlying economic
conditions, economic indicators, estimated budgetary revenue shortfalls, actions taken and expected
duration will be presented to City Council.

D. The City Council may appropriate available fund balance as needed to cover any estimated revenue
shortfall. Appropriation of fund balance must be carefully weighed and long-term budgetary impacts
must be considered in conjunction with the projected length of the economic downturn.

E. Actions taken through this plan must always consider the impact on revenue generation. Actions
taken should reduce expenses well in excess of resulting revenue losses.

F. The following is a summary of classifications and the corresponding actions to be taken.

1. Level I: The estimated annual revenue is below budget projections for 3 consecutive months.
Current economic conditions and indicators may continue.

a. Expenditures:
i. Freeze newly created positions.
ii. Implement atime delay for hiring vacant positions.

b. Revenues:
i. Identify any potential new revenue sources.

c. Service Level Impacts:
i. Minor service level disruptions and/or delays.
ii. New projects may be postponed or deferred.
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iii. Begin planning for Levels Il through IV.
iv. Implement Community Communication Plan in order to communicate to citizens any
service levels that may be impacted.
d. Improvement in Economic Conditions. When the estimated annual revenue equals or
exceeds the budget projections for 3 consecutive months, and economic indicators are
anticipated to continue to improve, initiate normal operating procedures.

Level II: The estimated annual revenue is below budget projections for 6 consecutive months.
Current economic conditions and indicators are anticipated to continue.
a. Expenditures:
i. Implement a managed-hiring program for vacant positions.
ii. Reduce the hours/number of part-time and seasonal employees as per Reduction In
Force Policy.
iii. Reduce travel and training expenses.
iv. Review and prioritize reductions of operating and capital expenditures.
v. Eliminate or defer capital outlay expenses.
vi. Review and prioritize expenses for professional and contracted services.
b. Revenues:
i. Evaluate user fees in order to remain competitive.
ii. Identify and/or implement new revenue sources.
ii. Evaluate property tax rate increase.
iv. Evaluate water and wastewater rate increases.
v. Evaluate use of available fund balance.
c. Service Levels Impacts:
i. Cutbacks or reductions in non-essential day-to-day operations (number of times
parks are mowed, hours of operations of facilities).

ii. Defer general (non-essential) maintenance.

iii. Prioritize and defer or freeze vehicle replacements, computer upgrades and new
computer purchases. Replacements for essential non-working equipment are
allowed, subject to approval by the City Manager.

iv. Reduce or defer non-essential repair and maintenance expenses. Examples —
vehicles, communications, office equipment, machinery and buildings. Repair and
maintenance of essential non-working equipment is permitted, subject to approval
by the City Manager.

d. Improvement in Economic Conditions. When the estimated annual revenue equals or
exceeds the budget projections for 3 consecutive months, and economic indicators are
anticipated to continue to improve, initiate Level I.

Level IlIl: The estimated annual revenue is below budget projections for 9 consecutive months, or
is below budget projections by more than 6% for 6 consecutive months. Current economic
conditions and indicators are anticipated to continue or possibly worsen.
a. Expenditures:
i. Prepare for implementation of a Reduction in Force Plan.
ii. Implement a compensation freeze.
ii. Identify overtime expenses that may likely be reduced.
iv. Reduce external program funding.
v. Eliminate or defer pending capital improvement projects.
vi. Consider deferring payments to City-owned utilities — water and wastewater
services.
b. Revenues:
i. Recommend property tax increase.
i. Recommend water and/or wastewater rate increase.
iii. Recommend new revenues, or increases in current fees.
iv. Recommend use of available fund balance.
c. Service Level Impacts:
i. Significant reductions in service levels.
ii. Evaluate and/or recommend a reduction in hours of operation at all facilities.
ii. Essential programs and services will be evaluated for reductions.
iv. Reduce energy costs through reduction in hours of operations.
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d. Improvement in Economic Conditions. When the estimated annual revenue equals or
exceeds the budget projections for 3 consecutive months, and economic indicators are
anticipated to continue to improve, initiate Level Il.

4. Level IV: The estimated annual revenue is below budget projections for 12 consecutive months,
or is below budget projections by more than 6% for 9 consecutive months. Current economic
conditions and indicators are anticipated to continue and are likely to worsen.

a. Expenditures:

i. Implement Reduction in Force Plan (reduce employee personnel costs, including an
employee furlough plan for time off without pay and/or four-day work weeks, laying
off of personnel, etc.).

ii. Consider other cost reduction strategies.

iii. Reduce departmental budgets by a fixed perce