Finance Department

PO Box 779 | Galveston, TX 77553-0779
| 409-797-3562

September 9, 2021
To:

Brian Maxwell, City Manager
Hon. Mayor and City Council Members

From: Michael Loftin, Assistant City Manager for Finance
RE:

Consider for action an ordinance of the City of Galveston, Texas, adopting the
annual governmental and proprietary funds budget for the fiscal year beginning
October 1, 2021 and ending September 30, 2022; Making appropriations for city
operations and capital projects for such fiscal year as reflected in such budget;
Authorizing various other transfers; Approving and adopting the FY 2022 Capital
Budget; Approving and adopting the FY 2022-2026 Capital Improvement Plan; and
making various findings and provisions related to the subject and providing for an
effective date.

I.

Background
A. The FY 2022 Proposed Budget includes $154.96 million for City operations, $4.2
million for one-time appropriations of fund balance as well as $159.54 million for
capital improvement projects. The Budget also includes authorization for $25.8
million to be spent for internal services and billed back to the major operating funds
included in the total above. Ending Fund Balances totaling $44.42 million are also
identified in the Ordinance and considered a part of the Budget.
B. Budget discussions with City Council began on June 24 with an overall budget
calendar and a review of the fiscal effect to date of the pandemic and the ensuing
recovery. The impact of the local and national economic changes was presented
and assumptions being used in the preparation of the Proposed Budget to ensure
proper preparation was being made by departments in their budget preparations.
Also, the potential impact of the unusually large appraisal increases working their
way through the Appraisal District’s protest and certification process was also
presented. As a part of this presentation, the combined effects of the State law and
the City Charter provision on the Lubrary’s dedicated five cent property tax rate was
discussed and alternate scenarios presented to the City Council.
C. The City received the certified Property Tax roll on July 25th in compliance with State
law, thereby clarifying the results of the appraisal review and protest process
conducted by the Appraisal District. After the roll was received, and the final
outcome of protest was known, the City Manager was able to conclude the decisionmaking process for the FY 2022 Proposed Budget.
D. The Proposed FY 2022 Budget was presented by the City Manager on August 11th
which met the requirement to present the Budget forty-five days prior to the start of

the fiscal year (October 1) as required by the City Charter. To comply with State law,
a public hearing is being held on September 9. At the end of the public hearing, the
Council is required by State law to take action of some sort on the Proposed Budget
at the conclusion of the hearing. This action could take the form of approval, deferral
to September 16th, or some other form of action immediately after the community has
an opportunity to comment and provide testimony on the Budget.
C. According to a provision added to the City Charter in 2016, if Council takes no action
on the Budget in September, the budget will take effect as proposed by the City
Manager. Should the new rule take effect through an absence of City Council action
for any reason, the City Council retains the right to consider amendments to the
budget after the fiscal year starts on October 1, 2021.
D. State law also requires the Budget be adopted by a record vote. The separate
motion on the question of whether to reserve funds for potential increases in the
city’s contribution to the police and fire pension funds should be considered prior to
the consideration of the Budget ordinance itself. A second record vote must also be
taken as required by State law that ratifies any increase in property tax revenue as a
“property tax increase.” This second ratification vote has its own staff report, and is
listed as a separate agenda item following the Budget ordinance itself.
E. A further requirement in the State law is that the budget must be adopted before the
property tax rate can be approved. The public hearing on the proposed tax rate and
ordinance adopting the property tax rate for Tax Year 2021 and FY 2022 is also on
the September 9th agenda following this budget item. After the hearing is conducted
on the 9th, the property tax rate ordinance must be adopted within seven days or by
September 16th.
II.

Current Situation (excerpted from the City Manager’s Transmittal letter in the Proposed
Budget document itself)

“The Proposed Budget for FY2022, beginning October 1, 2021 and ending September 30, 2022
is presented so as to meet the needs of our property owners, residents, businesses and thirdparty users within the requirements set by City Charter and State Budget Law. The Proposed
Budget, including maintenance and operating expenditures, one-time appropriations, and the
capital budget is $318.7 million, 46.08 percent more than last year’s combined total. The
Capital Budget is significantly larger reflecting several large grant funded projects that are
expected to get underway in FY 2022. The Proposed Budget includes reserves in the General,
Combined Utility System, Airport and Drainage operating funds that exceed our 90-day
minimum.
FY 2022 PROPOSED BUDGET ($000's)

Major Category
Maintenance and Operations
One-Time Appropriations
Total Operating Budget
Capital Budget
Total Budget

FY 2021
Budget
$148,826
$1,320
$150,146
$69,556
$219,702

FY 2022
Percent
Proposed
Difference
Budget
$154,961
4.12%
$4,229
220.38%
$159,190
6.02%
$159,546
129.38%
$318,736
45.08%

FY 2022 Capital Budget
$159.5 Million

Streets,
$39.7 ,
25%
Parks/Airport/
Facilities, $11.5 ,
7%

Drainage, $73.5 ,
46%

Water, $19.4 ,
12%
Sanitary Sewer,
$15.5 , 10%

This budget is based on a $0.4985 property tax rate, which is 6.15 cents less than last year, in
order to offset the large increases in appraised value approved by the Galveston County
Appraisal District this year. This budget requires no change in water and sewer rates; however,
increased garbage and recycling fees are being proposed* to address operating fund shortfalls
and significant fleet replacement needs in the Sanitation Enterprise Funds. While the fourth
wave of COVID is underway, the Island economy is thriving, which is reflected, for the time
being, in healthy sales and hotel occupancy tax revenues. The Proposed Budget is based on a
cautious approach as concerns the continuation of these trends into FY 2022.”
(*Note: Higher garbage and recycling fees were approved by City Council after this submittal
letter was sent. The adopted budget will reflect the full twelve months’ revenue from these fees
as income to the Sanitation Fund.)
“The FY 2022 Proposed Budget provides funding levels developed over the last seven years to
meet the city’s highest priorities and mandates under state law and the City Charter. This
multiyear effort required consistent budget discipline and management focus under the
leadership of the Mayor and City Council.
1. This Budget funds 168 police officers including dedicated patrols for downtown and the
Seawall.
2. In 2019, the City, working in coordination with the police employee association and
police pension board secured state legislative approval of several major changes that
are structured to fully fund the Police pension plan over 30 years. The City’s
contributions to the police pension plan have been increased from 12 to 18 percent of
payroll while each police officers’ contribution was maintained at 12 percent. The police
pension board was restructured and future changes to the contribution levels will be
modified as required by actuarial results. In this eventuality, increased costs shared by

3.

4.

5.

6.

the City and active members of the police plan. Any reductions in contribution levels
stemming from reductions in the approved civil service position roster by the City will be
made up by the City. We anticipate working closely with the fire and municipal
employees pension boards in FY 2022 to secure their financial soundness using trigger
mechanisms that require fiscal soundness in a date specific period.
Collective bargaining agreements were approved in 2016 and 2019 that increased base
pay such that in FY 2021, police officers of similar rank are earning approximately 26.6
percent more than in FY 2015 and firefighters are earning 29.7 percent more than five
years ago.
Annual COLAs for non-civil service employees averaging two percent have kept the
City’s compensation plan from falling inflation. Market-based pay adjustments are
allowing the city to retain highly skilled, professional and productive employees in all
departments.
The Proposed Budget also includes $5.12 million for the annual set aside from the
General Fund for Infrastructure and Debt Service. This set aside is equal to eight
percent of the General Fund revenue budget. The annual set aside provides the city
with continual funding for infrastructure projects and/or debt service payments that would
otherwise require a higher property tax rate.
The Proposed Budget includes a net increase of four budgeted positions along with a
major allocation of over $6 million equipment and vehicles, most of which is for Public
Works major maintenance of streets, drainage, water and sewer system infrastructure.

The City’s fiscal stability is recognized by the national bond rating agencies, largely because we
are maintaining a budgeted fund balance that is greater than the 90 days of maintenance and
operating cost in every major operating fund.
How did we accomplish all of this without major, sudden spending cuts?
1. When employee turnover occurs, we seize the opportunity to review and reassign
responsibilities to other employees who remained with the City. In turn, they often get a
chance to promote or get an upgrade in salary.
2. We closed three Tax Increment Reinvestment Zones, numbers 11 (in FY 2016), 12 and
14 (in FY 2020). Closing these Zones meant that approximately $3.3 million in existing
property tax revenue is being made available in FY 2022 for the aforementioned list of
public safety and infrastructure needs, as well as the Rosenberg Library.
3. We maintained generally flat budgets for all non-public safety departments, making
strategic reductions every year in preparation and management of the budget. Between
FY 2017 and 2022, we have reduced General Fund department spending by $2.46
million on a cumulative basis. This has made it possible to meet public safety
compensation and pension funding needs, fund the charter mandated increase in the
infrastructure set aside while increasing funding dramatically for employee health
benefits in every department.

This Budget is presented in a time of extreme challenges. City staff are our most valuable asset
in meeting these challenges, and deserve some recognition for a job well done every day. The
police and fire pay increases agreed to through Collective Bargaining are fully funded in this
Budget. We have also reserved funds for a two percent across the board cost of living
adjustment for non-civil service employees effective in October to keep their pay from falling
behind inflation. Also, we budgeted to ensure that every non-civil service employee is making at
least $15 per hour minimum.
The CIP includes plans for $640 million in projects, with $408.7 million or 64 percent of the total
aimed at major drainage projects. These drainage projects will depend on major federal and
state grants, the first of which have already been approved. We expect to have the last of the
street and drainage programs approved by the voters in the May bond election under
construction in FY 2022.

Our central administrative departments are budgeted at adequate levels so as to maintain their
effectiveness and ability to carry out their City Charter responsibilities. Can we reduce budgets
further? Further reductions can be achieved over time but all departments are operating at
minimum budget levels now. The table below illustrates how low our administrative overhead
cost is, including pure central administrative functions: Mayor and Council, the City Manager,
City Attorney, City Secretary, City Auditor, Human Resources, Public Information and Finance
including property tax appraisal and collection by County offices.
Using the FY 2022 Proposed Budget as our basis, our overhead rate is 4.04 percent of the
operating budget and 1.94 percent of the overall capital and operating budget combined. This is
comparable to FY 2015 when the rates were 4.00 percent and 2.58 percent.

CITY OF GALVESTON ADMINISTRATIVE OVERHEAD
FY 2015-2022
Budget Category
Administrative Offices
City Secretary/Council
Elections
City Manager
City Attorney
City Auditor
Human Resources
Finance
Taxation
Community Outreach/Public
Information Office
Subtotal Administration
Operating Budget
General Fund
Less Administrative Depts
General Fund Operations
Special Funds
Enterprise Funds
Debt Service Fund
Total Operating Budget

FY 2015
Budget

FY 2016
Budget

FY 2017
Budget

FY 2018
Budget

FY 2019
Budget

FY 2020
Budget

FY 2021
Budget

FY 2022
Budget

401,771
0
707,706
769,746
277,238
285,570
1,674,239
213,158

418,399
60,000
748,821
900,442
312,289
326,647
1,888,378
247,073

510,774
60,000
831,001
884,180
278,291
443,025
1,948,581
255,314

547,175
70,000
762,019
919,554
278,563
557,574
1,807,399
265,449

536,270
68,000
682,997
928,227
274,851
555,375
1,863,446
270,000

544,646
58,500
696,989
833,109
278,551
560,117
1,620,769
271,723

557,638
70,000
716,654
822,731
285,555
536,631
1,552,593
320,546

606,729
70,000
729,411
895,405
421,837
575,250
2,097,184
320,546

0

0

0

0

208,502

246,534

260,084

260,084

4,329,428

4,902,049

5,211,166

5,207,733

5,387,668

5,110,938

5,122,432

5,976,446

47,642,520
4,329,428
43,313,092
18,783,615
44,072,594
1,984,758

49,746,819
4,902,049
44,844,770
31,112,301
48,632,005
1,954,517

57,003,604
5,211,166
51,792,438
33,857,546
43,552,270
1,754,505

54,190,013
5,207,733
48,982,280
36,503,006
45,608,695
4,055,409

55,896,702
5,387,668
50,509,034
36,653,582
46,845,944
5,192,812

59,336,800
5,110,938
54,225,862
32,164,973
48,465,713
5,543,606

60,971,038
5,122,432
55,848,606
32,604,404
49,517,742
5,179,893

64,025,652
5,976,446
58,049,206
36,566,990
49,089,718
5,278,638

108,154,059 126,543,593 130,956,759 135,149,390 139,201,372 140,400,154 143,150,645 148,984,552

Capital Budget
Streets
Drainage
Water
Sewer
Parks
Other
Subtotal Capital Budget
Total Capital and Operating
Budget

23,391,331
1,884,045
4,605,553
6,551,018
5,177,680
18,349,453
59,959,080

20,899,424
2,531,692
2,933,400
7,880,758
3,850,000
5,350,000
43,445,274

14,827,920
2,493,025
30,535,877
20,593,518
4,212,500
6,446,039
79,108,879

25,077,860
4,038,247
12,689,680
23,111,345
3,295,750
7,304,303
75,517,185

22,631,633
15,084,500
29,191,384
15,219,422
415,000
3,933,880
86,475,819

17,354,682
13,303,665
44,184,055
5,084,173
1,875,000
6,812,729
88,614,304

22,938,867 39,728,629
1,101,750 73,476,698
22,775,415 19,351,330
16,025,400 15,524,887
3,425,501
5,600,000
3,288,884
5,864,527
69,555,817 159,546,071

168,113,139 169,988,867 210,065,638 210,666,575 225,677,191 229,014,458 212,706,462 308,530,623

Admin as Pct of Op Budget

4.00%

3.87%

3.98%

3.85%

3.87%

3.64%

3.58%

4.01%

Admin as Pct of Cap & Op
Budget

2.58%

2.88%

2.48%

2.47%

2.39%

2.23%

2.41%

1.94%

The FY 2022 Budget represents the City Council’s blueprint of programs and services that will
be provided to the residents and businesses of our community. The budget process is not only
an exercise of balancing revenues and expenditures but a plan for improvements in the years to
come.

(Note: The difference in the expenditure total above and the revenue total on a prior page is the approximate amount
budgeted from existing balances in the special revenue funds that carries over until it is spent as well as amounts
budgeted for one time uses of fund balance for capital outlay in the Enterprise Funds.)

The FY 2022 Proposed Budget is also a communication tool to inform City of Galveston
residents and businesses of the issues and challenges confronting the community. The Budget
Summary section offers a bird’s eye view of the budget, including the economic assumptions
behind the budget, presenting revenue and expenditures in a way to aid understanding. We
wish to thank and commend the Council for their policy direction and support, and we look
forward to working together for another successful year for the citizens of Galveston.”
Also, the FY 2022-2026 Capital Improvement Plan is provided with a separate comprehensive
document and incorporated as a part of the Budget as required by Charter Article VII, Section
6(3). The following is from the CIP transmittal letter.
“The CIP provides project level detail for $629.1 million in projects in seven program areas (see
below). The Water ($94.9 million), Streets ($55.1 million), Sewer ($58.4 million) and Drainage
($408.9 million) programs include 95 percent of the projects in the Proposed CIP.

CIP highlights include:
1. A major increase in the emphasis on drainage projects, many if not all of which depend
heavily on grants because of the cost involved.
2. The City uses supplemental grants and/or GO bond financing to meet drainage and
grant match requirements.
3. Continuing to repair streets that are in deteriorated condition through cost effective use
of in-house crews and equipment; and
4. Major renewal and replacement programs for sanitary sewers citywide.

CITY OF GALVESTON
CAPITAL IMPROVEMENT PLAN
TOTALS BY PROGRAM AND FISCAL YEAR
FY 2022- 2026
PROGRAM

FY 2022

Streets and Traffic

FY 2023

FY 2024

FY 2025

FY 2026

TOTAL

$39,728,629

$5,721,014

$4,348,031

$2,994,030

$2,527,251

$55,318,955

Drainage

73,476,698

1,500,000

207,928,123

12,498,000

113,255,000

408,657,821

Water

19,351,330

34,000,000

9,275,000

6,938,966

25,348,040

94,913,336

Sewer

15,524,887

6,725,000

1,280,000

16,759,175

18,193,463

58,482,525

Facilities

1,205,431

2,532,000

848,000

0

0

4,585,431

Parks & Recreation

5,600,000

2,500,000

1,200,000

2,500,000

500,000

12,300,000

Airport
TOTAL

4,659,096

1,100,000

0

0

0

5,759,096

$159,546,071

$54,078,014

$224,879,154

$41,690,171

$159,823,754

$640,017,164

Federally funded projects stemming from Hurricane Ike are almost complete and the Ike
recovery period is being closed. We continue to focus on those needs that could not be
addressed with federal funds including the replacement and improvement of aging
infrastructure.

The “Other” Funding Source category is almost strictly federal or state grants, with the lion’s
share of that ($351 million going to drainage projects) These drainage projects proposed to be
funded with major grants are contingent on significant amounts of cash match from the City that
cannot be matched with existing cash on hand. Therefore, either grants that can be used for
matching purposes or proceeds from a new bond election will be required before these projects
can proceed.

CITY OF GALVESTON
CAPITAL IMPROVEMENT PLAN
TOTALS BY SOURCE OF FUNDS
FY 2022 - 2026
FUNDING SOURCE

FY 2022

FY 2023

FY 2024

FY 2026

FY 2025

TOTAL

TAX SUPPORTED FUNDS
2019 G.O BONDS (PROPERTY TAX SUPPORTED)
FUTURE PROPERTY TAX SUPPORTED BONDS
SUBTOTAL PROPERTY TAX SUPPORTED BONDS

17,687,540

0

0

0

0

0

0

0

7,498,000

43,255,000

50,753,000

$0

$0

$7,498,000

$43,255,000

$68,440,540

$17,687,540

17,687,540

IDC - BEACH NOURISHMENT (SALES TAX)

0

2,500,000

700,000

2,500,000

0

5,700,000

IDC - PARKS & RECREATION (SALES TAX)

600,000

0

500,000

0

500,000

1,600,000

IDC - INFRASTRUCTURE (SALES TAX)

3,448,450

1,869,000

369,000

369,000

369,000

6,424,450

BANK LOAN PROCEEDS

6,500,000

0

0

0

0

6,500,000

SUBTOTAL SALES TAX SUPPORTED FUNDS
(INDUSTRIAL DEVELOPMENT CORPORATION)

$10,548,450

$4,369,000

$1,569,000

$2,869,000

4,575,692

5,053,634

2,940,111

2,625,030

2,158,251

17,352,718

SUBTOTAL CASH FUNDED SOURCES

$4,575,692

$5,053,634

$2,940,111

$2,625,030

$2,158,251

$17,352,718

TOTAL TAX SUPPORTED PROJECT FUNDING

$32,811,682

$9,422,634

$4,509,111

$12,992,030

$46,282,251

$106,017,708

INFRASTRUCTURE & DEBT SERVICE FUND

$869,000

$20,224,450

REVENUE SUPPORTED FUNDS
2017 CERTIFICATES OF OBLIGATION WATER

672,392

0

0

0

0

672,392

2019 CERTIFICATES OF OBLIGATION WATER

3,101,412

725,000

500,000

500,000

500,000

5,326,412

2017 CERTIFICATES OF OBLIGATION SEWER

10,109,392

0

0

0

0

10,109,392

2019 CERTIFICATES OF OBLIGATION SEWER

2,000,000

8,500,000

0

0

0

10,500,000

0

20,600,000

8,655,000

21,798,141

41,641,503

92,694,644

$29,825,000

$9,155,000

$22,298,141

$42,141,503

$119,302,840

FUTURE REVENUE SUPPORTED BONDS
SUBTOTAL REVENUE SUPPORTED BONDS

$15,883,196

WATER IMPROVEMENT FUND

2,126,330

750,000

750,000

750,000

750,000

SEWER IMPROVEMENT FUND

150,000

150,000

150,000

150,000

150,000

750,000

AIRPORT IMPROVEMENT FUND

601,806

0

0

0

0

601,806

FUTURE CASH: PROPERTY SALES

0

1,100,000

500,000

500,000

500,000

5,126,330

2,600,000

SUBTOTAL CASH FUNDED SOURCES

$2,878,136

$2,000,000

$1,400,000

$1,400,000

$1,400,000

$9,078,136

TOTAL REVENUE SUPPORTED FUNDS

$18,761,332

$31,825,000

$10,555,000

$23,698,141

$43,541,503

$128,380,976

OTHER FUNDING SOURCES (GRANTS)
FEMA

39,664,957

0

0

2,500,000

35,000,000

77,164,957

AMERICAN RESCUE PLAN

27,000,000

0

0

0

0

27,000,000

CDBG - MIT

20,611,407

10,000,000

207,928,123

2,500,000

35,000,000

276,039,530

4,187,290

2,264,304

1,509,536

0

0

7,961,130

32,500

566,076

377,384

0

0

975,960

GALVESTON COUNTY

8,000,000

0

0

0

0

8,000,000

GRANTS

8,476,903

TXDOT GRANTS
SEAWALL USER FEES

0

0

0

0

8,476,903

TOTAL OTHER FUNDING SOURCES $107,973,057

$12,830,380

$209,815,043

$5,000,000

$70,000,000

$405,618,480

GRAND TOTAL - ALL SOURCE OF FUNDS $159,546,071

$54,078,014

$224,879,154

$41,690,171

$159,823,754

$640,017,164

CIP ADMINISTRATION
The CIP is required by City Charter to include all capital funds and projects for a five year
period. It is updated annually to show planned and actual allocations approved by City Council
for each project phase as well as the specific funding source or sources used for each phase. If
funds are not appropriated for a contract to implement design, construction or another project
phase, those funds must be allocated again in the subsequent year’s budget according to the
City Charter.
Project status reports are provided quarterly for each project included in the current fiscal year’s
Budget and the first year of the CIP. Also, every project fund is reported quarterly to show cash
balances, allocations of cash by City Council, as well as planned and/or committed uses of
available cash. The project status and cash status reports for the quarter ending June 30, 2021,

are included as Appendices to this CIP. The other three quarterly reports are provided in the
first, second and fourth quarterly Budget Status reports published each fiscal year.
CIP FINANCING PLAN: TAX SUPPORTED PROJECTS
Tax-Supported Project Financing
The Proposed FY 2022-2026 CIP includes three major local funding sources for tax-supported
projects totalling $85.6 million:
1. The remaining $23 million balance of the $62 million in GO bonds authorized by the
voters in May 2017, will be assigned to fund contracts in FY 2022. In addition, the CIP
anticipates the need for another bond election in the range of $50 million focused on
drainage improvements. that would have to be presented on a future election ballot and
approved by the voters;
2. $20.2 million in sales tax revenue reserved for projects that are sponsored by and
through the Industrial Development Corporation, including $6.5 million that would be
funded with sales tax supported Tax and Revenue Certificate of Obligations; and
3. $17.4 million from the Infrastructure and Debt Service Fund for construction and $9.6
million for debt service on previously issued and future GO bonds.
General Obligation Bond Funding Assumptions
The General Debt Service Fund is the depository for property tax revenue collected to make all
payments of principal and interest for purely property tax supported bonds. The Fund also
includes Charter mandated transfers from the Infrastructure and Debt Service Fund to be used
for tax supported debt service payments. The Infrastructure and Debt Service Fund transfer
amounts incorporated in the five year CIP financing Plan below are based on a sufficient portion
of each year’s set aside to meet the goal of paying Debt Service for previous and planned GO
bonds.
The projections shown here are based on simplifying assumptions from historical trends and the
general rule of reasonableness:
1. The property tax rate dedicated to the payment of debt service is assumed to remain at
$0.0525 per $100 of taxable value throughout the forecast period;
2. The property tax roll is assumed to increase at 4.5 percent annually. This includes
approximately 1 percent in value growth for new construction each year combined with
approximately 3.5 percent revenue growth under the new property tax legislated limits;
3. Funds transferred from the Infrastructure and Debt Service Fund will make up the
difference necessary to pay annual debt service and maintain the current fund balance;
4. The Debt Service Fund balance is used to identify the amount required from the
Infrastructure and Debt Service Fund to ensure that the ending Debt Service Fund
balance remains in the $1.6 million range; and
5. Based on this CIP, $50 million in new GO bonds would need to be approved by the
voters and are are shown as two equal sales of $25 million in FY 2024 and 2025.

In the meantime, the five year CIP and this financing plan will continue to be updated annually,
allowing for adjustments that reflect economic circumstances and fiscal reality.
GENERAL DEBT SERVICE FUND FORECAST
REVENUE
Property Taxes
Infrastructure & Debt Service Fund Transfer
Interest Income
TOTAL REVENUE
EXPENSE
Current Debt Service
Principal
Interest
Paying Agent Fees
Subtotal Current Debt Service
Projected Future Bonds Debt Service
Principal
Interest
Subtotal Future Bonds Debt Service
TOTAL EXPENSE
Revenue Over/(Under) Expense
Beginning Fund Balance
Ending Fund Balance
Property Tax Revenue Growth
General Fund Transfer to Infrastructure &
Debt Service Fund
Future Bond Issue ($000's) NOTE
Outstanding Principal ($000's) FY End
Overall Interest Rate
Interest Rate Change

FY2021
Estimate
$3,617
$1,511
$2
$5,130

FY2022
Estimate
$4,317
$959
$3
$5,279

FY2023
Estimate
$4,557
$845
$3
$5,405

FY2024
Estimate
$4,822
$1,690
$3
$6,515

FY2025
Estimate
$5,103
$3,256
$8
$8,367

FY2026
Estimate
$5,401
$2,800
$8
$8,209

$2,645
$2,528
$7
$5,180

$2,848
$2,424
$7
$5,279

$3,075
$2,299
$7
$5,381

$2,513
$2,165
$7
$4,685

$2,624
$2,048
$7
$4,679

$2,747
$1,927
$7
$4,681

$0
$0
$0
$5,180
($50)
$1,716
$1,666
FY2021
3.9%

$0
$0
$0
$5,279
$0
$1,666
$1,666
FY2022
5.0%

$0
$0
$0
$5,381
$24
$1,666
$1,690
FY2023
5.0%

$1,090
$764
$1,854
$6,539
($24)
$1,690
$1,666
FY2024
5.0%

$2,195
$1,502
$3,697
$8,376
($9)
$1,666
$1,657
FY2025
5.0%

$2,225
$1,450
$3,675
$8,356
($147)
$1,657
$1,510
FY2026
5.0%

$4,877.7

$5,050.5

$5,219.1

$5,390.5

$5,571.6

$5,738.7

$0
$54,221
2.80%
0.75%

$0
$51,373
3.00%
1.00%

$0
$48,298
4.00%
1.00%

$25,000
$69,695
4.00%
1.00%

$25,000
$89,876
4.00%
1.00%

$0
$84,904
4.09%
1.00%

CIP FINANCING PLAN: REVENUE SUPPORTED PROJECTS
The Proposed CIP includes two major funding sources totalling $148.3 million for revenue
supported water and sewer projects:
1. $119.3 million in revenue supported long-term water and sewer bonds that require City
Council approval, including $92.7 million in new water and sewer debt and $27.3 million
in balances left from the 2017 and 2019 Water and Sewer CO sales; and
2. $5.9 million in enterprise fund cash set aside for revenue supported projects.
The plan to finance necessary water and sewer system improvements is based on revenue
collected from customers and applied to pay debt service on long-term bonds. On February 1,
2019, City Council approved a seven percent increase in water rates and held sewer rates at
their current level. Since that time, the water loss mitigation program has identified several
sources of additional water revenue that we are only beginning to tap. This includes nonrevenue water usage as well as continued identification of inefficient water use in the system,
including ensuring that meter size is based national standards depending on the consumption
through each meter. This CIP has plans for complete changeout of the City’s water meters and
registers which is expected to provide opportunities to save water and improve revenue
collections.

The City’s annual payment to the Gulf Coast Water Authority for contract bond debt service has
come to a temporary end with the retirement of the remaining debt in early FY 2023. This
leaves a $3 million savings in the Water budget that is recommended to be used only for onetime items or debt service this year. This will leave a significant amount to be used for a Water
and Sewer CO sale likely in late FY 2022.
In every CIP since FY 2016, we have emphasized that rates would be reviewed annually and
increases would be implemented only if absolutely necessary. Accordingly, because of strong
revenue performance, the GCWA contractual debt service savings and $27.3 million from the
American Rescue Plan. A general water and sewer rate increase is not necessary in FY 2022.
The one factor that can come into play is if the GCWA approaches the City for additional bond
financing to fund GCWA sponsored projects benefitting the City of Galveston. The City should
consider changing the nature of this arrangement to contract with GCWA to provide funding in
the form of proceeds from City sponsored and conducted Water and Sewer CO sales. In this
manner, the City can retain control over its cash by providing only that which is specifically
needed to complete each GCWA project.”
III.

Issues
A. The Budget is in compliance with the Charter provision that mandates the budget to
be limited to a seven percent increase over the prior year. (See page CW-4 in the
Budget Summary section of the Proposed Budget document itself or pdf page 41 in
the Budget document accessible online at
https://www.galvestontx.gov/DocumentCenter/View/12727/FY2022-Proposed-Budget
B. The General Fund Budget includes a transfer to the Infrastructure and Debt Service
Fund equal to eight percent of the General Fund budget or $5.12 million as required
by the City Charter.
C. Debt service requirements for all city-issued bonds are funded through this budget.
D. The Budget includes all city operating and capital funds, with the exception of the
City’s major housing grants, as required by State law.
E. Compensation for city employees is competitive with other local employers, including
surrounding cities and the private sector.
F. Beginning fund balances for FY 2022 are only estimates. The Budget Ordinance
includes language that will incorporate actual ending fund balances from FY 2021
into the Budget as soon as the Annual Comprehensive Financial Report is completed
in March 2022.
G. Funds appropriated for capital projects will only be kept in reserve from one fiscal
year to the next if they are allocated (encumbered) in a contract or purchase order
awarded through regular established City procedures. In accordance with the
Charter, unencumbered capital project appropriations will lapse at the end of the
fiscal year as they do for operations. Such funds are available for reallocation by the
City Council after the start of FY 2022.

H. The ordinance authorizes the City Manager to transfer funds from the salary
adjustment and Health Benefits contingency accounts set up in each fund to
operating department budgets in each fund as required to cover the cost of health
benefits and payroll after adjustments have been made.
I.

Passage of the ordinance accomplishes two things that will guide budget
administration throughout FY 2022.
1. City Council approves the FY 2022 Proposed Budget as an operating plan that
provides direction for city management in the delivery of city services throughout
the year, and
2. City Council approves the list of operating budget appropriations including fund
balances contained in Exhibit A that will serve to define the level of the budget
that cannot be changed without City Council approval.

J. The ordinance also authorizes the Finance Department to close out old capital
project funds with small remaining balances below $15,000 to pay outstanding
contractor invoices.
K. Furthermore, the ordinance includes language authorizing the City Manager:
1. To identify and correct clerical errors or oversights in the Proposed Budget that
need clarification for submission for the GFOA Budget Award
2. To update language reflecting the budget has been adopted,
3. To include estimates of revenue to be collected in the Sanitation Fund from
increases in solid waste and recycling fees previously approved by City Council,
4. To recognize anticipated $66,500 in reimbursement from the Park Board for the
City Auditor’s costs in auditing hotel occupancy taxpayers, and
5. To include a section that provides five-year projections using the 2022 Adopted
Budget as the base for major operating funds.
This authorization will not include any changes to appropriations adopted by the City
Council.
IV.

Recommendation
Adopt the FY 2022 Budget as proposed.

