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EXECUTIVE SUMMARY 

BACKGROUND 

Tax Code Section 26.05 requires a taxing unit to adopt its tax rate before September 30 or by the 60th day after 
the taxing unit receives the certified appraisal roll, whichever day is later. The tax rate as proposed for the City 
of Pearland for tax year 2022, for fiscal year 2023, is $0.623765 per $100 valuation, which is above the No-New-
Revenue Rate but below the Voter-Approval Rate. The City of Pearland held a public hearing on the tax rate on 
August 29, 2022. A second public hearing on the tax rate is scheduled for September 26, 2022. The tax rate, 
with property valuations, provides the property tax revenues needed for the payment of debt service obligation 
and for operating costs for departments such as public safety, parks, public works and general government 
activities. 
 
The property tax rate is split into two components; maintenance & operations and debt service. The proposed 
maintenance & operations tax rate is $0.285000, a decrease of $0.024416 over the current year. The proposed 
debt service tax rate is $0.338765, a decrease of $0.053235 over the current year. 54.31% of the tax rate is 
allocated to debt service and 45.69% is allocated to maintenance & operations. 
 
The maintenance & operations component funds the wide variety of essential public services the City effectively 
and efficiently provides in a growing community. Public services supported by property taxes include police, fire, 
streets, traffic, parks, stormwater management, and general government functions. The debt service component 
funds the annual debt obligations, similar to a residential mortgage payment, for capital improvements such as 
roads, drainage, parks, and facilities. 
 
The City's debt service rate is utilized to pay the principle and interest on debt, but also pays for In-City MUD 
rebates. In FY23, MUD rebates are budgeted to cost $7,763,930 - an increase of $474,845 from FY22. 
 
In total, the proposed tax rate of $0.623765 is lower than the current tax rate of $0.701416.A homeowner's 
property tax bill is based on appraised value and multiple taxing units such as school districts, counties, and 
MUD's that each charge varying  tax rates. In all example properties examined by staff, homestead property 
owners will see a decrease in the amount they are paying the City of Pearland in FY23 compared to FY22. 
 
The State of Texas has specific rules per SB2 that require certain language to be used when adopting a tax rate 
above the No New Revenue Rate. This language is listed below in the Policy/Goal Consideration section. The 
language required states that the proposed property tax rate rate is "effectively a 14.86% increase in the tax 
rate". While required as part of state law, this is a misleading statement, as the proposed tax rate for 
FY23 (0.623765) is a significant decrease from the FY22 tax rate (0.701416). 
  
New for Second Reading: Budget Memo #4, title "Follow-Up to Budget Presentation #4 (First Reading)" outlined 
an alternative Alternative Proposal for small adjustment to acknowledge more one-time expenses. More 
information can be found in the attached memo, page 6. The alternative scenario provided changes $122,363 in 
General Fund expenses to one-time expenditures (as opposed to recurring) and offsetting the decreased 
expense with a reduction in property taxes and TIRZ administrative charge revenue.  
  
If Council has amended the FY23 Budget Ordinance to decrease expenditures by 122,363 then a motion to 
amend the tax rates as follows will be needed. "I motion to amend the total FY23 tax rate to 0.623020." 
  
The accompanying tax rate decrease would need to occur during the reading of the tax ordinance. The total tax 
rate, if the $122,363 option is enacted would be 0.623020. The O&M rate would be 0.284255 and the I&S rate 
would remain at 0.338765. This rate would reduce General Fund property tax revenues by $95,888 and TIRZ 
administrative charge revenues by $26,475. 



  
  
  

SCOPE OF CONTRACT/AGREEMENT 

BID AND AWARD 

SCHEDULE 

POLICY/GOAL CONSIDERATION 

Required Motion: "I move that the property tax rate be increased by the adoption of a tax rate of 
0.623765, which is effectively a 14.86 percent increase in the tax rate." 
  
A 60% majority must vote in favor of the tax rate ordinance by a record vote or the adopted tax 
rate will be the No New Revenue Rate.  

CURRENT AND FUTURE CIP FUNDING/FINANCIAL IMPACTS/DEBT SERVICE 

O&M IMPACT INFORMATION 

Recommended Action 

Consideration and Possible Action Second Reading of Ordinance No. 1620 - An Ordinance adopting a tax 
rate of $0.623765 and levying taxes for the use and support of the Municipal Government of the City of Pearland, 
Texas, and providing for the interest and sinking fund of the taxable year 2022.  



Property Tax Revenue
General Fund and Debt Service
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Proposed Property Tax Rate for FY23

0.28500 + 0.338765 = 0.623765
Maintenance & Operations 

Rate
Debt Rate Total Proposed Property 

Tax Rate – A reduction of 
7.3 cents from prior year

Maintenance & Operations 
Rate

Debt Rate

9/12/22 FY23 Proposed Tax Rate Reading #1



Debt Service Rate

9/12/22 FY23 Proposed Tax Rate Reading #1 3

• The proposed debt service rate is 0.338765. 
• A half cent reduction from 0.343765 to 0.338765 in the 

debt service rate reduced property tax revenue by 
$643,541 in the debt service fund.

• The tax rate reduction also reduced TIRZ 
administrative charge revenue in the General Fund –
decreasing revenue to the GF by $175,086. 
• $175,086 was reduced on the expenditure side in the 

General Fund by decreasing the transfer to the 
Infrastructure Maintenance Fund (Streets and 
Sidewalks).

Scenario Total Tax Rate O&M Rate Debt Service Rate

Proposed Rate 0.628765 0.285000 0.343765
Debt Service Rate 
Reduced by 0.005 0.625765 0.285000 0.338765

Difference - 0.005 0 -0.005



Proposed Property Tax Rate: 0.623765

9/12/22 FY23 Proposed Tax Rate Reading #1 4

• FY23 Proposed Tax Rate of 0.623765 is a 7.77 cent reduction from FY22 Adopted Tax rate of 0.701416
• Since all Homestead Exempt Residents have their taxable value capped at a 10% increase, all non-Senior examples will have the City Tax 

Bill Decrease because the City tax rate reduced by (0.623765 - 0.701416) / 0.701416 = -11.07%.
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Proposed Property Tax Rate: 0.623765
Current Scenario for FY23

9/12/22 FY23 Proposed Tax Rate Reading #1 5

(1) No New 
Revenue Rate

(2) Updated 
Proposed Tax Rate

(3) Original 
Proposed Tax 

Rate

(4) Voter Approval 
Rate (+ 3.5% 

additional 
revenue)

General Fund (O&M) 0.309416 0.199279 0.285000 0.285000 0.289846 -0.024416

Debt Service (including in-
City MUD rebate obligation) 0.392000 0.343765 0.338765 0.343765 0.343765 -0.053235

Total 0.701416 0.543044 0.623765 0.628765 0.633611 -0.077651
G.F. Property Tax Revenue 
+ TIRZ Admin Fee (in 
millions)

$30.1 + $12.7 = 
$42.8 $25.6 + $10.2 = $35.8 $36.7 + $13.0 = $49.7 $36.7 + $13.2 = 

$49.9
$37.3 + $13.3 = 

$50.6

General Fund and Debt 
Service Property Tax 

Rates

FY2022 Actual 
Rates & 

Amended 
Budget 

Fiscal Year 2023*
Change 

Proposed FY 
2023 to FY 2022 

Actual Rates

Comparison of Potential Property Tax Rate and Revenue

*  For Fiscal Year 2023, the proposed rate in green is used in the recommended budget revenue.  

• General Fund O&M rate decreased from .3094¢ in FY22 to .2850¢ in FY23.

• Debt Service Tax Rate decreased from .3920 cents in FY22 to .3388 cents in FY23.

• State calculation for NNR brings in less revenue than FY22 because State calculation includes debt service. Meaning that 
generally when you sell debt, less money will be available for operations with NNR.



Proposed Property Tax Rate: 0.623765
Current Scenario for FY23

9/12/22 FY23 Proposed Tax Rate Reading #1 6

Revenue Category FY22 Adopted 
Budget

FY23 Proposed 
Budget Change Notes

General Fund O&M Property Tax revenue. Current 
Taxes Account Only (no late fees, penalties, etc.) $30,709,155 $36,681,811 $5,972,656 Part of funding for supplements including additional firefighters, 

city-wide salary increases, Police staffing and equipment, etc.

Debt Service Fund Property Tax revenue.
Current Taxes Account Only (no late fees, penalties, 
etc.)

$38,905,515 $43,601,802 $4,696,287

Debt rates driven by Council approved and adopted CIP including 
the most-recent voter approved bond issue. FY22 Debt Fund 
Budget was adopted with a purposeful net loss of $1,253,478 
to lower fund balance towards adopted reserve policy – which 
lowered the amount of property tax revenue needed to be collected 
in FY22. 

Property Tax – Current Tax Account Total Revenue 
GF and Debt Service Fund $69,614,670 $80,283,613 $10,668,943

TIRZ Admin Charge Revenue in GF $13,097,255 $12,996,354 ($100,901)

Total Current Taxes with TIRZ $82,711,925 $93,279,967 $10,568,042



Homestead Property Tax Examples
Property Tax Bill – Zero Growth Example

7

For Fiscal Year 2023, tax year 2022: 
• The total tax bill for any household in Pearland is approximately between 2% to 3% of Appraisal Value
• With a proposed tax rate of 0.623765, the City of Pearland will make up 19% to 30% of the total tax bill 

depending on the properties location. The majority of the tax bill goes to public education and other entities. 

9/12/22 FY23 Proposed Tax Rate Reading #1



Homestead Property Tax Examples

8

Looking at estimated individual tax bills, for base reference, a zero-growth 
property with a Taxable value after City Exemption of $292,500 would see 
a $229 annual ($19.08 per month) decrease in the City of Pearland portion of 
their tax bill.

9/12/22 FY23 Proposed Tax Rate Reading #1



Homestead Property Tax Examples

9

More realistically, looking at Homestead Example 8, a home with a value of $509,300 that sees a 10% increase in Taxable Value would 
see a $69 annual ($5.75 per month) decrease in the City of Pearland portion of their tax bill.

As shown in the Senior Example HS 11, if you qualify your home for an age 65 or older or disabled person homestead exemption for
taxes, the taxes on that home cannot increase while you own and live in that home. The City's tax $ amount for this resident has not seen 
any increase since 2010.

9/12/22 FY23 Proposed Tax Rate Reading #1



Homestead Property Tax Examples

10

Looking at the Mayor as an example (property used at Mayor’s suggestion), a home with a value of $412,308 that sees a 10% increase in Taxable 
Value would see an actual dollar decrease of $61 ($5.08 per month) in the City of Pearland portion of the property tax bill.

Since all Homestead Exempt Residents have their taxable value capped at a 10% increase, all non-Senior examples will have the City Tax Bill 
Decrease because the City tax rate reduced by (0.623765 - 0.701416) / 0.701416 = -11.07%.

9/12/22 FY23 Proposed Tax Rate Reading #1



FY22 Property 
Tax Rate (City 

portion)

9/12/22 FY23 Proposed Tax Rate Reading #1 11

• Questions on tax rate? 
• Next Step: Vote on proposed tax rate (first reading)



ORDINANCE NO. 1620    

An Ordinance adopting a tax rate of $0.623765 and levying taxes for the use 
and support of the Municipal Government of the City of Pearland, Texas, 
and providing for the interest and sinking fund of the taxable year 2022. 

BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF PEARLAND, TEXAS:

Section 1.  That there is hereby levied and there shall be collected for the use and 

support of the Municipal Government of the City of Pearland, Texas, and to provide Interest and 

Sinking Fund for taxable year 2022 upon all property, real, personal, and mixed within the 

corporate limits of said City subject to taxation, a tax of $0.623765 on each One Hundred 

Dollars ($100.00) valuation of property, said tax being so levied and apportioned for the specific 

purpose herein set forth:

(1) For the maintenance and support of the General Government (General Fund), the 
sum of $0.28500 on each $100 valuation of property, and

(2)  For the Interest and Sinking Fund, the sum of $0.338765.

Section 2.   THIS TAX RATE WILL RAISE MORE TAXES FOR MAINTENANCE AND 
OPERATIONS THAN LAST YEAR'S TAX RATE; and THE TAX RATE WILL EFFECTIVELY BE 
RAISED BY 16.02 PERCENT AND WILL RAISE TAXES FOR MAINTENANCE AND 
OPERATIONS ON A $100,000 HOME BY APPROXIMATELY $16.02.

Section 3.  All monies collected under this ordinance for the specific items therein 

named, be and the same are hereby appropriated and set apart for the specific purpose 

indicated in each item and that the Assessor and Collector of Taxes, the Chief Financial Officer, 

and the City Manager shall so keep these accounts as to readily and distinctly show the amount 

collected, the amounts expended, and the amount on hand at any time belonging to such funds.  

It is hereby made the duty of the Tax Assessor and Collector of Taxes and every person 

collecting money for the City of Pearland to deliver to the Chief Financial Officer and the City 

Manager, at the time of depositing of any monies, a statement showing to what fund such 

deposit should be made, and from what source received.  All receipts for the City not specifically 

apportioned by this ordinance are hereby made payable to the General Fund of the City.



ORDINANCE NO. 1620  

2

PASSED and APPROVED ON FIRST READING this the 12th day of September, A.D., 

2022.

________________________________
J. KEVIN COLE
MAYOR

 ATTEST:

_____________________________
FRANCES AGUILAR, TRMC, MMC 
CITY SECRETARY

PASSED and APPROVED ON SECOND and FINAL READING this the 26th day of 

September, A. D., 2022.

________________________________
J. KEVIN COLE
MAYOR

ATTEST:

___________________________
FRANCES AGUILAR, TRMC, MMC 
CITY SECRETARY

APPROVED AS TO FORM:

___________________________
DARRIN M. COKER
CITY ATTORNEY



 Memo 

 

To: City Council 

From: Clay Pearson, City Manager 

 Amy Johnson, CFO 

CC: Senior Staff 

Date: September 15, 2022 

Re: Follow-up to Budget Presentation #4 (First Reading) 

Executive Summary 

The first reading of the proposed budget occurred on 9/12/22 in the City Council Chambers. A 

recording of that meeting is available here, and a copy of the presentations can be found here, 

here, and here.  

This memo contains responses to questions or requests for more information made by City 

Council during 1st reading of the FY23 Proposed Budget. Responses are organized by Fund and 

Department. 

Question #1: What effect would reducing the General Fund’s fund balance to zero dollars 

above policy have on the property tax rate and government services? 

First, it is important to reiterate the City’s adopted Financial Policies, which provide guidance on 

the use of fund balance. 

Section V.A and V.C of the City Council-adopted financial policies outline the 90-day fund balance 

requirement and put restrictions on the use of Fund Balance.  

Section V.A of the City’s Financial Policies states: “The City shall maintain the General 

Fund unrestricted fund balance equivalent to 90 days of the total operating expenditures 

of the General Fund. If the fund balance exceeds this amount, funding non-recurring 

expenditures or funding Pay-as-You-Go capital projects in the following fiscal year 

may be used (emphasis added) to draw down the balance. 

Further, section V.C states: “Fund balance/Working Capital shall only be used for 

emergencies, non-recurring expenditures/expenses or major capital purchases that 

cannot be accommodated through current year savings. Should such use reduce balances 

below the level established as the objective for that fund, restoration recommendations 

will accompany the request/decision to utilize said balances.” 

Section II.A and II.B outline the requirements for a balanced budget.  

Section II.A lists the requirements for the City Manager to propose: “The City shall annually 

adopt a balanced budget where annual revenues plus other means of financing 

such as fund balance are equal to, or exceed, operating expenditures. Any increase 

in expenses, decrease in revenues, or combination of the two that would result in a 

budget imbalance will require budget revision, rather than spending unappropriated 

https://pearlandtx.civicweb.net/document/96904/?splitscreen=true&media=true
https://pearlandtx.civicweb.net/document/96704/_p%20style=_text-align_justify;___strong_Consider.pdf?handle=E5A78E64F0274978B8B23E092119F718
https://pearlandtx.civicweb.net/document/96822/_p%20style=_text-align_justify;___strong_Consider.pdf?handle=DCDF62D5203D49CB8E35DFF74455072C
https://pearlandtx.civicweb.net/document/96741/_p%20style=_text-align_justify;___strong_Consider.pdf?handle=7F3E7930369043E6BB1F8F56CCF1BC0C
https://www.pearlandtx.gov/home/showpublisheddocument/32063/637927128204901254
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Clay
Callout
15 September 2022
To:  Mayor and City
Council members
Important background to address the open comments and questions from First Reading on 9/12.  Please review and ask questions or comments early next week well prior to our meeting responsibilities with adopting the FY 23 Budget on 9/26.  Clay
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surpluses or designated reserves to support ongoing operations. All budget 

revisions will require the vote and approval of City Council before any additional spending 

of City funds. Any year end operating surpluses will revert to unappropriated balances for 

use in maintaining reserve levels set by policy and the balance will be available for capital 

projects and/or “non-recurring” expenditures.” 

 
Section II.B details the current funding basis: “The City shall budget and operate on a 
current funding basis. Recurring expenditures shall be budgeted and controlled so 
as not to exceed current revenues. Recurring expenses will be funded exclusively 
with recurring revenue sources to facilitate operations on a current funding basis.” 

Per the City’s financial policies, the reduction of property tax revenue with the intent to use 

General Fund’s fund balance to make up for the lost revenue is not consistent with Policy unless 

those items are one-time expenses.  

In other words, the budgeted positions for improving public safety, 4 firefighters, 2 

telecommunications operators and 1 police officer should not be funded out of fund balance per 

the City’s adopted financial policies. However, Council always has the ultimate authority on the 

use of fund balance, any may choose to use fund balance to pay for these positions.  

General Fund Projected Fund Balance 

The General Fund is forecast to be $1,858,277 over the 90-day fund balance policy at the end of 

FY23. The estimated amount will change once revenues and expenditures are closed for FY22. 

If the fund balance dips below the 90-day policy the City’s Financial Management Policies requires 

a plan to replenish the fund balance. (Section II.L last paragraph).  

 

Major One-Time Costs and Recurring Costs in the FY23 Budget 

The FY23 Proposed Budget contains a mixture of General Fund items that are one-time costs 

and recurring costs.  

Clay
Highlight

Clay
Highlight
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The FY 23 budget approved on First Reading already contains $1,518,779 in major one-time 

costs. Of this, $1,396,4161 in expenses are currently being paid with General Fund’s fund balance.  

FY23 Major Items by Cost Type 

Items One-time Cost Recurring Cost 

1 Police Officer $72,000 $113,865 

Pay Raise +5.5% (6.5% for Police and Fire Uniformed 
Employees) 

$0 $3.8M 

2 telecommunications operators $0 $337,081 

4 Firefighters $0 $436,520 

Drainage Regular Maintenance Crew  $0 $662,000 

Purchase of Police Equipment $200,000 $0 

Updating the Unified Development Code  $300,000 $0 

Increase Sick buyback from 40 to 60 hours $211,779 $0 

Master Drainage Plan $435,000 $0 

Fire Radio Replacements Year 2 of 22 $300,000 $0 

Total 
$1,518,779 $5,349,466 

Reduction in Tax Revenue 

Moreover, a reduction in the M&O property tax rate will reduce the amount of revenue from the 

TIRZ administrative charge which is “free” money to the General Fund operating from the TIRZ 

#2 that would otherwise go towards allowed projects. To reduce the number of days in reserve to 

90 would require a $1,858,277 reduction in General Fund revenue, split between Property Tax 

revenue and TIRZ Administrative Charge Revenue.  

A reduction in revenues leading to the minimum fund balance policy of 90 days would involve a 

reduction of 0.011335 from the proposed rate. The proposed FY23 budget property tax alternative 

scenario will decrease the Maintenance and Operations (M&O) rate from 0.28500 to 0.273665 – 

reducing O&M Property Tax revenue from $36,681,8113 to $35,222,904 – a $1,458,907 reduction 

in property taxes and General Fund revenue. With this rate, the reduction in TIRZ Administrative 

Revenue would be $400,070 – decreasing from $13M to $12.6M.  

 
1 See “Net” figure for “FY 2023 Proposed” Column General Fund Income Statement 
2 Year 1 of 2 funded via FY22 Budget Amendment #5 

3 Please note that this amount is the Property Taxes Current Taxes Account. The Budget Book shows 

property taxes inclusive of delinquent taxes, penalties and interests, and PILOTS, why the budget book 

property tax revenue on the General Fund Tab – Page 1 is larger than the $36,681,811 in current taxes 

discussed here.  
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Combining the TIRZ reduction and further Property Tax rate reductions creates a total 

revenue decrease of $1,858,277 in the General Fund.  

The total rate would decrease from 0.623765 to 0.612430 by taking fund balance to offset 

expenditures. To date, there have not been off setting recurring costs identified, but there is a 

section later in this memo for a small change to make all of the recurring costs offset by use of 

General Fund’s fund balance. 

As can be seen on the next page, the additional tax rate decrease would reduce homestead 

owners City property tax bills, on average, by an additional ~$34. Paired with a proposed rate that 

already provides lower tax bills to residents, homestead owners bills would average ~$91 less 

than what they paid in FY22.  

Changes on Sample Tax Bills -- Property Tax Rate of 0.623765 Scenario 

Example Property4 

City of Pearland 
Property Tax Bill 

Change Compared 
to Prior Year  

Proposed Rate of 
0.623765 

City of Pearland 
Property Tax Bill 

Change Compared to 
Prior Year 

Alternative Rate of 
0.612430 

Difference from 
Proposed Rate to 

Alternate Rate 

Zero Growth -$229 -$263 -$34 

Homestead Example 1 -$38 -$70 -$32 

Homestead Example 2 -$26 -$49 -$23 

Homestead Example 3 -$23 -$45 -$22 

Homestead Example 4 -$39 -$71 -$32 

Homestead Example 5 -$22 -$43 -$21 

Homestead Example 6 -$32 -$58 -$26 

Homestead Example 8 -$48  -$88 -$40 

Homestead Example 9 -$69 -$125 -$56 

Homestead Example 10 -$46 -$84 -$38 

Homestead Example 11 -$47 -$85 -$38 

Homestead Example Mayor -$61 -$112 -$51 

Average -$57 -$91 -$34 

 
4 Details on these example properties can be found at the end of this memo in Appendix A.  

Clay
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Restatement of actual revenue differences and impact of State Worksheet “NNR” 

 

Analysis of Using Fund Balance for Recurring Costs 

The positive aspect of further lowering the tax rate the full amount is that homestead owners 

would pay ~$34 less in property taxes for the year. However, there are negative implications for 

the FY24 budget if Council chooses to override the City’s financial policies.  

• First, credit rating agencies will notice that the City has elected to not follow its own 

financial policies. This could result in a negative change to the City’s credit rating, which 

would lead to higher interest rates and thus higher costs on capital projects.  

• Second, being at the policy minimum somewhat increases risk by removing money that 

may be needed in the event of an emergency. If Council wishes to hedge itself against a 

potential economic recession, it may consider maintaining a fund balance above the 90-

day policy minimum. 

• Third, under SB2, there are tax rate implications for FY24. Reducing the O&M rate in FY23 

will lower the No-New-Revenue (NNR) revenue available for O&M in FY24. As the City 

sells debt in FY23 the No New Revenue rate will require moving a portion of the total tax 

rate from O&M to Debt Service – meaning less money for O&M. This is the same issue 

the City is seeing with the No New Revenue Rate in FY23. Under the NNR there will likely 

be less O&M property tax revenue in FY24 – but the recurring costs paid for by fund 

balance in FY23 will remain. It is unclear if the City would be able to maintain the new staff 

being added in FY23 under the FY24 NNR rate. Paying for recurring costs out of fund 

balance would almost certainly mean less budget flexibility come FY24 – as those costs 

would become recognized as recurring costs (unless the positions are removed from the 

budget in FY24 after having been added in FY23).  

FY22 Adopted Rate
"No New Revenue" 

Rate from State 

Worksheet

Alternate Rate to 

Extinguish Fund 

Balance over Policy
Proposed Rate

Voter Approval Rate 

Max (+3.5%)  from 

State Worksheet

General Fund Rate (O&M) 0.309416 0.199279 0.273665 0.285000 0.289846

Debt Service Rate 0.392000 0.343765 0.338765 0.338765 0.343765

Total Property Tax Rate 0.701416 0.543044 0.612430 0.623765 0.633611

General Fund Property Tax 

Revenue

(Difference from FY22 

Adopted)

$30.1M
$26.2M

($3.9M less)

$35.2M

($5.1M more)

$36.7M

($6.6M more)

$37.3M

(7.2M more)

TIRZ Admin Revenue

(Difference from FY22 

Adopted)

$12.7M
$10.2M

($2.5M less)

$12.6M

($100K less)

$13.0M

($300K more)

$13.3M

($600K more)

Total Revenue $42.8M $35.8M $47.8M $49.7M $50.6M

Revenue Change from FY22 $7M less $5.0M  more $6.9M  more $7.8M more

Taxable Value to City 8,349,767,700$     11,072,015,057$   11,072,015,057$   11,072,015,057$   11,072,015,057$   

Property Tax Revenue  as % 

of Taxable Value
0.36% 0.24% 0.32% 0.33% 0.34%

Potential Property Tax Rates and General Fund Revenue

FY 23
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• Fourth, these are projections. As we learned in FY22 revenues can come in higher or 

lower than expected. Thus, as the City reduces reserves to the policy minimum the fallout 

from a revenue shortfall would become more impactful due to a decreased reserve. Of 

particular note is the Harris County uncertified tax rolls, which will not be certified until 

after the budget and tax rate adoption. In general, last year Harris County overestimated 

the uncertified tax rolls for numerous cities who then found themselves with less property 

tax revenue once the rolls were finally certified after budgets and tax rates were adopted. 

Alternative Proposal for small adjustment to acknowledge more one-time expenses 

The City’s adopted financial management policies outline that General Fund’s fund balance, per 

adopted policy, may only be used to pay for one-time expenses. Since the reduction in property 

tax revenue is a recurring revenue decrease (from the proposed rate) it would need to be 

accompanied with reduced recurring expenses, or the use of fund balance for more one-time 

items. 

Fund balance could be used to offset all of the $1,518,779 in one-time costs. This would increase 

the use of fund balance by moving ($1,518,779-$1,396,416) $122,363 in expenditures from 

recurring sources (eg; property tax revenue) to one-time revenue sources (eg; use fund balance).  

If the City Council wishes to follow the current financial policies, they could reduce the property 

tax rate and TIRZ #2 revenue by a total of $122,363 – maximizing the use of fund balance to 

reduce property taxes while adhering to financial policies. For the $122,363, the total property tax 

rate would be 0.623020. The O&M rate would be 0.284255 and the I&S rate would remain at 

0.338765. This rate would reduce the GF property tax revenues by $95,888 and TIRZ 

administrative charge revenues by $26,475. 

Conclusion 

Council is the ultimate authority on the use of fund balance and may choose to override the City’s 

financial policies to pay for recurring costs with fund balance. As always, there are tradeoffs 

between following financial policies, minimizing tax burden, and providing services. The alternate 

proposal provides a middle ground for a further tax rate reduction while adhering to the adopted 

financial policies. 
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Question #2: Did City staff account for the fact that some residents paid 10 base charges 

this past year when calculating the minimum necessary FY 23 water rates in the model? 

Base charges are established on a calendar year basis, and as shown below, there are 12 per 

cycle per year. It is important to once again state that any assertion otherwise about more or less 

base charges is not accurate. 

 

As covered with Council earlier this year, FY23 Rate is mainly driven by FY23 Bond Coverage 

Ratio. This ratio was written in the City Bond Ordinance and monitor by creditors such as TWDB. 

The ratio is driven by the following factors: 

• 𝐵𝑜𝑛𝑑 𝐶𝑜𝑣𝑒𝑟𝑎𝑔𝑒 𝑅𝑎𝑡𝑖𝑜 =
(𝑅𝑒𝑣𝑒𝑛𝑢𝑒 −𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝐸𝑥𝑝𝑒𝑛𝑠𝑒𝑠)

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐷𝑒𝑏𝑡 𝑂𝑏𝑙𝑖𝑔𝑎𝑡𝑖𝑜𝑛𝑠
 

• FY23 Forecasted Revenue are driven by estimated future usage that based on the last 3 

years of usage and system growth. 

• Revenue and Expenses recorded in FY22 will not impact FY23 Bond Coverage Ratio.  

Annual water revenues reported in the Annual Comprehensive Financial Report are not broken 

down into base charges and usage, it is strictly amounts billed during the 365-day fiscal year.  

Lastly, the rate model is run through the budget process to try to best predict the revenues 

needed to run the business of the Enterprise Fund. The model and annual budgeting process 

should not to be conflated with the audit and accrual numbers of the past actual amounts used. 

Budget and Audit are based on different accounting standards and require significant financial 

expertise to compare. Despite multiple staff explanations about this, some continue to try and tie 

them to each other. While the outcome of the audit should track closely with the projected 

numbers of the budget, trying to tie the two together dollar for dollar is not an efficient use of staff 

https://pearlandtx.civicweb.net/document/76255/
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time, especially in the light of these same questions having been repeatedly answered over the 

past two years.  

Please note as well that the rate model developed in-house by staff has been reviewed by 

Lechowicz & Tseng Municipal Consultants and determined to be sound and accurate for its 

assumptions and calculations. The final report should be available late next week. 

Question #3: What is budgeted in the Infrastructure Reinvestment Fund (Streets & 

Sidewalks)? 

The FY23 proposed budget contains $1,593,714 for Street and Sidewalk maintenance. In FY22, 

additional money was added through budget amendments to increase this budget to $2,406,453. 

While the FY23 proposed budget is below the FY22 Amended budget, it is a $131,243 (9%) higher 

than the FY22 original adopted budget. The 9% growth represents fiscally sustainable growth not 

reliant on one-time influxes of General Fund cash into the fund.  

On the other hand, per the City Engineer, an additional $2.8M in annual funding is needed to 

maintain the Street and Sidewalk network at the current condition level. The total annual budget 

would need to be ~$4.4M, a 176% percent increase, to be able maintain our street and sidewalk 

infrastructure quality. As infrastructure ages and is not maintained properly the cost of repairs will 

increase exponentially.  

We should work to address this shortfall in the long-term, or else future ratepayers will bear 

substantially higher infrastructure costs (taxes) and worse quality street and sidewalk 

infrastructure.  

 

The FY22 expenditures recognized the total programmatic funds made available since FY21. 

However, prior year expenditures should have been excluded. There is a line titled “Recognizing 
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Prior Year Expenditures” recognizing this so that funds will not be double spent. Fund balance is 

expected to finish on September 30,2022 at $476. 

Question #4: What is budgeted in the Debt Service Fund? 

The Tax-Backed Debt Service Fund has $47.9M in revenue budgeted. This is an increase of 

$5,656,013 over the FY22 Amended Budget. The FY22 amended budget for this fund was 

purposefully adopted to spend down $1.8M in fund balance to reduce the tax rate in FY22. The 

fund in FY23 does not have extra fund balance to perform the same tax rate maneuver in FY23. 

Indeed, FY23’s revenue must adjust for last year’s one time reduction in revenue while also 

covering increased debt service costs.  

Tax-Backed Debt Service Fund Expenditures in FY 23 are budgeted to be $46.6M – an increase 

of $2,503,886. Of this, ~$500K in additional money is budgeted for MUD rebates, which are 

estimated to cost ~$7.75M this year. Bond Payments are increasing by ~$2M over the FY22 

amended budget. Bond payments are used to pay back debt-funded CIP projects, with the 

exception of Enterprise Water and Sewer projects, which are funded out of the Enterprise System. 

The Debt Service Fund has been amended to reflect a somewhat smaller property tax levy for FY 

23 than originally proposed and maintains $732K over minimum fund balance given uncertainties 

with MUD payments and the Harris County certified valuation.   

 

More information is available on the City’s FY23 Budget Development Website.  

https://www.pearlandtx.gov/departments/finance/budget/fiscal-year-2023-budget-development
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2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Pearland General Fund $58,575,000 $63,349,000 $67,520,000 $73,273,000 $76,454,035 $78,716,000 $80,424,000 $86,212,000 $89,471,000 $99,624,000 $110,256,00

Cost per Pearland Citizen $570 $597 $607 $632 $641 $648 $657 $680 $695 $769 $842
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Text Box
Notes
1. Budget data from City of Pearland 
2. Population estimates from City of Pearland population website and US Census Bureau
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This budget will raise more revenue from property taxes than last 

year's budget by an amount of $10,757,831, which is an 18.28 

percent increase from last year's budget. The property tax revenue 

to be raised from new property added to the tax roll this year is 

$1,466,831. 
 

The members of the governing body voted on the budget as follows:  
FOR:  

  

   
   

   

   

AGAINST:  
  

   

   

   
   

PRESENT and not 

voting:  

  

   

   

ABSENT:  
  

   

   

 

Property Tax Rate Comparison 

 

2022-2023 2021-2022 
    Property Tax Rate: $0.628765/100 $0.701416/100 

    No-New-Revenue Tax Rate: $0.543044/100 $0.735485/100 

    No-New-Revenue Maintenance & Operations Tax 

Rate: $0.245649/100 $0.321489/100 

    Voter-Approval Tax Rate: $0.633611/100 $0.737016/100 

    Debt Rate: $0.343765/100 $0.392000/100 

 

Total debt obligation for CITY OF PEARLAND secured by property taxes: 

$44,123,666 
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