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EXECUTIVE SUMMARY 

BACKGROUND 

The Fiscal Year 2024 (FY24) Proposed Budget presentation allows staff the opportunity to present the entire 
FY24 Budget for discussion by City Council. The Proposed Budget document can be found at Fiscal Year 2024 
Budget Development | City of Pearland, TX (pearlandtx.gov). All updates and meeting materials will be posted 
to this website throughout the scheduled workshops, public hearings and ordinance readings. The FY24 budget 
has been prepared in an effort to clearly communicate to the citizens and staff of the City the overall policies and 
goals of the City Council and City Management and who we are and what we do, thereby enabling the reader to 
gain valuable information about the City without requiring detailed accounting or budgetary knowledge.  The 
budget document includes descriptions of various activities and programs (departments) of the City and 
comparative performance indicators for each program or activity, where available. 

SCHEDULE 

• August 12th @ 8:30 a.m. (Saturday) - Budget Discussion #1 
• August 4th - Proposed Budget filed 
• August 14th - Vote on Proposed Tax Rate 
• August 21st - Budget Workshop #2 
• August 23rd - Advertisement of Proposed Tax Rate 
• August  28th - Budget Discussion #3 
• August 30th-Notice of Budget Public Hearing Published 
• September 11th-First reading of FY24 Budget and Tax Rate Ordinance, Budget Public Hearing, Adoption 

of FY24-28 CIP 
• September 25th-Second reading of FY24 Budget Ordinance and Tax Rate Ordinance, Tax Rate Public 

Hearing 

CURRENT AND FUTURE CIP FUNDING/FINANCIAL IMPACTS/DEBT SERVICE 

Publish 

https://www.pearlandtx.gov/departments/finance/budget-2445
https://www.pearlandtx.gov/departments/finance/budget-2445
https://pearlandtx.civicweb.net/item/113047
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Realigning for Resilience

Realigning: To change to a different position or 

state; readjust; reorient

Resilience: The capacity to withstand or recover 

quickly from difficulties; flexibility; durability; strength
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Realigning for Resilience
A City committed to Public Safety, Employees, 

Infrastructure, and the Future.

Staff and leadership are energized and passionate 

about meeting the priorities set by Council. The 

FY24 budget boosts invests in high-priority areas 

while taking care of those who serve.

8/12/2023 FY24 Proposed Budget Presentation #1



4

Framing the FY24 Budget
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• FY23 $1.3 billion Valuation Error and the ensuing $.07765 drop in the tax 

rate

• FY23 Operating Deficit of $7.06 million

• FY24 includes only a 1.5% increase in expenditures over FY23

• Absorbs a significant cost increase for property insurance

• Restores Motor Pool Lease Payments

• Structurally Balanced Budget

• Using existing resources for maximum efficiency

• Competitive compensation package 

• Focus on our Strategic Priorities and Milestones



January/Feb. Assumptions for FY24 Versus Proposed 
Budget – General Fund
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Assumption Jan/Feb 2023 FY24 Budget Comments

Estimated FY23 Beginning Fund Balance $33.71M $34.66M +$0.95M

Est. FY23 Revenue $106.5M $105.5M -$1.0M

Tax Rate @ 10% Growth $0.6435 to 0.674 $0.6554

Growth for non-personnel recurring expenses 

(inflation)

3.0% 3.0%

Market Adjustment + Step Plan 4.5% 4.5%

Supplementals $0.5M $1.16M

Vehicle Replacements $0.5M $0 Used Motor Pool Unallocated Balance

Streets & Sidewalks $1.6M $1.3M

Add to Drainage Fund $0.125M $0.125M

Sales Tax Growth 4.0% 3.5%

Other GF Revenues Growth 2 – 3% 2.6% Not including TIRZ Admin Fee

Sick Leave Buyback 60 hours 60 hours

Ending Fund Balance Above Policy Minimum $0.5M $0.71M
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Valuing Our Staff

• The FY22 Compensation & Classification Study was fully 
implemented with the FY23 Budget. (Estimated impact over 2 
years-$5,512,260)

• The annual compensation goal of the City is to provide 
competitive market and step adjustments in order to ensure 
employees are on pace with the market, and future 
compensation studies have a less significant budget impact.

• For upcoming FY 24, employees eligible to receive a 4 or 5% 
effective raise.

• 2% market adjustment and 2% step for non-Uniformed 
Public Safety employees

• 2% market adjustment and 3% step for Uniformed Public 
Safety unless at max step

• Non-Exempt employees at max step will receive 2% of 
their base salary as a lump sum compensation. For Civil 
Service it will be paid on their anniversary date in rank.

• 60 hours of sick buyback

• Adjusted certification pay for Civil Service employees to match 
market rates.
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Inflation
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What is not in the FY24 Budget?
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• Additional $2.9 Million in Street Funding needed to maintain the transportation 

infrastructure

• 65 General Fund vehicles/equipment eligible for replacement $4.4M 

replacement cost.

• $3.3 million in supplemental staffing requests in the General Fund

• $2.8 million department requests in Public Safety Staff

• $275,000 in Parks & Recreation Staff

• $782,000 in Internal Service Department Staff

• $3M in non-personnel requests – primarily in IT technology replacements

• Contribution to the Capital Replacement Fund for the IT and Facilities Internal 

Service Funds was not included in FY24.

8/12/2023 FY24 Proposed Budget Presentation #1



FY24 Major General Fund 
Property Taxes
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Major Changes from Printed Proposed Budget Book to Today
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• Truth in Taxation Cover and Transmittal Letter - A typo correction to the debt service rate 

has been made

• Updated on the Website

• Handout provided today

• General Fund Expenditures Reduced to $114,033,168

• Reduced Parks - Parks mowing contract by $210,195 to offset the Parks Maintenance 

Crew

• Reduced Police - Animal Veterinary Control contract and added .5 FTE for PT 

Veterinarian for a savings of $13,919 in total.



The Big Picture
General Fund
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Balanced Budget:  Annual revenues (including 
transfers) exceed annual operating costs.

General Fund’s Fund Balance is above the 25% 
policy minimum.

• FY24’s ending fund balance is projected to be 25%, or 
92 days.
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Staff completed the tax 

worksheet calculations 

which were validated 

and signed by 

Assessments of the 
Southwest

Voter-Approval Rate

- Allows City to increase 

its M&O tax revenue up 

to 3.5% more than last 

year.

No-New-Revenue Rate

• Would bring in 

$16.9M less than the 

proposed FY24 rate.

Any rate the City adopts 

below the No-New-

Revenue rate is a 

property tax cut.

This is similar to the old 

“rollback rate”, but with a 

lower trigger for election 

(8% vs 3.5%), and 

election is automatic, not 
petitioned

No-New Revenue Rate vs Voter-Approval Rate

FY24’s Rate is below 

the Voter Approval Rate 

and above the No New 

Revenue rate

This rate works towards 

addressing the issues 

created by the FY23 tax 

valuation error.
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FY24 Taxable Values

8/12/2023 FY24 Proposed Budget Presentation #1

1.3 1.2 1.3 1.6 1.7 2.0 2.1 2.5 2.6 2.7 2.9 2.9 3.4 3.9 

5.1 5.1 5.2 5.4 5.9 
6.4 

7.6 
7.9 8.1 8.5 

9.2 9.6 9.4 

10.8 

 $-

 $2

 $4

 $6

 $8

 $10

 $12

 $14

 $16

B
il

li
o

n
s

TIRZ vs. City
Assessed Valuation as Portion of Total

 TIRZ #2  CITY TAXABLE ROLL (Net-TIRZ)



14

Proposed Property Tax Rate for FY24

0.322500 + 0.332900 = 0.655400
Maintenance & Operations 

Rate

Debt Rate Total Proposed Property 

Tax Rate

Maintenance & Operations 

Rate

Debt Rate
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Proposed Property Tax Rate
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FY 2021 FY 2022 FY 2023

FY24 

Proposed

Change 

from Last 

Year

Change 

from FY21 

to FY24

O & M Rate 0.305 0.32 0.285 0.3225 .0475 -0.0175

Debt Rate 0.415 0.39 0.338 0.3329 -0.005 -0.0821

Total Rate 0.72 0.71 0.62 0.6554 0.035 -0.0646

O&M % 42.4% 44.7% 44.7% 49.21%

DS % 57.6% 55.4% 55.4% 50.79%

6.4¢ decrease in four years
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Property Tax Revenue
FY24 is a 3.1635¢ increase in total rate from FY23

• FY21, FY22 and FY23 were adopted 

below the NNR.

• FY24’s rate is proposed below the Voter-

Approval-Rate and uses a portion of prior 

years' unused increment that is a part of 
Voter-Approved calculation.

• $39.8M in current collections to the 

General Fund; $41.3M to Debt Service 

Fund.

FY24 Proposed Budget Presentation #1
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Property Tax Revenue

• State of Texas Tax worksheets from 

Assessments of the Southwest are 

included in pocket of binder.

• General Fund O&M rate increased 

from .2850¢ in FY23 to .3225¢ in 

FY24.

• Debt Service Tax Rate decreased 

from .338765 cents in FY23 to 

.3329 cents in FY24.

FY24 Proposed Budget Presentation #1



Homestead Exemptions
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• Council discussed homestead exemptions at the June meeting

• Legislature was still in session, opted to let that play out

• Staff will bring back the homestead exemption discussion in 

the fall for future consideration
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Homestead Property Tax Examples
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Looking at estimated individual tax bills, a zero-growth property with a value of 
$300,000 would see a $93 annual ($7.75 per month) increase in the City of 
Pearland portion of their tax bill.
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Homestead Property Tax Examples
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Looking at Homestead Example 8, a home with a value of $560,230 that sees a 10% increase in Taxable Value would see a $483 annual 

($40.25 per month) increase in the City of Pearland portion of their tax bill .

No increase to Senior exemption properties, regardless of rate change – Remains substantially below non-exempt properties
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General Property Tax Bill Comparison
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*Certified Tax Year numbers are not shared until 
October. These are based on preliminary numbers on 
Brazoria, Harris and Fort Bend County Tax Assessor's 

websites.

** 2023 tax rates for other entities are not certified. 
Based either on advertised rates or 2022 rate.

***Tax Amount is equal Taxable Value minus different 
deductions for different Tax Entities then multiply with 
Tax Rate

Baseline Homestead Exemption

10% cap on taxable value growth from previous 
year

In addition to the 10% cap, this property 
qualifies for the following Homestead 
exemptions:

City of Pearland: Deduction equal to the 
higher of $5,000 or 2.5% of Taxable Value

Brazoria County Drainage District #4: 20% 
deduction to Taxable Value

Brazoria County: 20% deduction to Taxable 
Value

Road & Bridge Fund (Brazoria County): 20% 
deduction to Taxable Value plus additional 
$3,000 deduction to Taxable Value

Pearland ISD: $100,000 deduction to Taxable 
Value in TY2023
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What does 1¢ in Property Taxes Mean?
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What does a ¢ in 

O&M Property Taxes 

Equal?

General Fund 

Revenue for FY24

Reduction in a Homestead 

Homeowner’s property tax bill

(average homestead taxable value 

of $377,232)

1¢ $1.09M $36 per year. $3.01 per month.

1/2¢ $545K $18 per year. $1.50 per month.
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What is a Budget?

1. A policy document

2. A financial plan

3. An operations guide

4. A communications device
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General Fund Revenues
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Comparing 
FY23 to 

FY24 Revenues
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Sales Tax Revenue

FY23 saw significant sales tax growth• The FY24 proposed budget is presented 

with a projected 3.50% sales tax growth 

over the FY23 amended budget in the 

General Fund.

• As always, will monitor sales tax 
performance each month and adjust via 

budget amendment as needed.

• Sales tax revenues are budgeted for 

$31.6 M in FY24; 27.8% of total General 

Fund Revenue.

• The Pearland Economic Development 

Corporation is budgeted for $15.9M in 

dedicated funds for those uses as 

defined by State law. 

8/12/2023 FY24 Proposed Budget Presentation #1



80% of General Fund Revenues Come from three Main 
Revenue Streams
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*FY23 Estimated  

**FY24Proposed

8/12/2023 FY24 Proposed Budget Presentation #1

Charges for Service are mostly TIRZ 

administrative charges
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General Fund Expenditures
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General Fund 
Summary
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✓ Exceeds Policy Minimum

Projected ending balance of 99 days 
exceeds minimum of 90 days by 9 days
✓ Maintains Core Services

✓ Excellent Aa2 Moody’s and AA Fitch 

Credit Rating
✓ Moody’s; confirmed stable
✓ Reaffirmed July 2022

✓ Structurally Balanced
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Comparing 
FY23 to FY24
Expenditures

308/12/2023 FY24 Proposed Budget Presentation #1



31

General Fund Expenditures

• A people organization, General 

Fund expenditures are primarily 

salaries and wages.

• Public Safety is one of Council's top 
goals, and is FTE intensive -  

therefore, our major source of 

expenditures.

• Included supplementals are tied to 
strategic priority milestones.
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Long Term Trends
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FY24 Proposed Budget Expenditures by Category
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General 
Government
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General Government Budgets
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General Government Supplementals
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• No FY24 supplementals were included in the budget for this group. 



Public Safety

8/12/2023 FY24 Proposed Budget Presentation #1 37



Public Safety Budgets
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Public Safety Supplementals by Strategic 
Priority
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Safe Community

3 Firefighter Positions $0 

Utilizing a reduction in hours for part-time Firefighters the Operations division will fund 3 full-time Firefighter positions to better meet their 

staffing needs.

Police Sergeant with Vehicle $82,572 

In response to HB3 a full-time Sergeant will be added to the SRO division. This is fully reimbursable over time by PISD.

Two Police Officers With Vehicles $390,662 

Adding two Police Officers with vehicles (paid for in MP by Broadway Allocation) to the Patrol division in order to meeting s taffing needs.

Police Radio Replacement $410,000 

Year 1 of 5 for the replacement of end-of-life Police Radios. 

Public Safety Dispatching Study $80,000 

Dispatching Study to explore a single dispatch center for Police & Fire.

AHIMT Course $25,900 

Increase IMT staff proficiency and experience with ICS planning process.



Engineering & 
Public Works
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Engineering & Public Works Budgets

8/12/2023 FY24 Proposed Budget Presentation #1 41



Engineering & Public Works Supplementals 
by Strategic Priority
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Sustainable Infrastructure

Business Process Review and Update-Engineering-Capital Projects             $50,000

Fully reimbursed from CIP funds, this will review the processes, procedures and documents that support 

the Capital Improvement Plan. 



Community 
Services
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Community Services Budgets
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Community Services Supplementals by 
Strategic Priority
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Strong Economy

UDC Updates-Community Development                            $300,000

Updates to the Unified Development Code in order to present an updated document to outline 

development policies in a clear and understandable way to benefit the community.

Trusted Government

311 Call Center-Communications                 $30,000

Initial phase of the development of a unified city-wide call center.



Parks & 
Recreation
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Parks and Recreation Budget
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Community Services Supplementals by 
Strategic Priority
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Whole Community

Parks Maintenance Crew-Parks-Parks                                                           $0

Reductions in the Parks Landscaping Contract will fully offset this 4-person crew with vehicles and equipment.  

4 PT to 2 FT Head Lifeguards-Parks-Aquatics                            $0

Reallocation of part-time pooled hours to better meet the needs of the facility and customers with full-time staff.

4 PT to 2 FT Lifeguards-Parks-Aquatics                             $0

Reallocation of part-time pooled hours to better meet the needs of the facility and customers with full-time staff.

2 PT to 1 FT Facility Attendant-Parks-Recreation Operations                           $0

Reallocation of part-time pooled hours to better meet the needs of the facility and customers with full-time staff.

4 PT to 2 FT Recreation Attendants-Parks-Recreation Operations           $0

Reallocation of part-time pooled hours to better meet the needs of the facility and customers with full-time staff.



Citywide Staffing Trends
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General Fund 
Council Input 

and Discussion

50

• Information requests for session #2

• Updates to the proposed budget are 

made by consensus
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Tax-Backed Debt Fund
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Debt Service Fund
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Debt Service Rate

FY24 Proposed Debt Service Rate: 0.3329

• Estimated levy of $34.9M

• Total tax revenue with frozen values is $41.9M

• $0 committed from fund balance

• New State worksheet formula removes that 

need/possibility

FY23 Adopted Debt Service Rate: 0.338765

• Estimated Levy of $33.3M

• This Fund is where the City budgets 

the revenue and expenditures for all 

tax-backed debt.

• Expenditures in this fund pay for Non-

Enterprise System (Water/Sewer) 
Debt and MUD Rebates.

• The tax rate has two components 

O&M and Debt Service

• This is where the revenue 

generated from the debt service 
property tax rate goes.

• Tax-backed debt is paid for by 

property taxes.

• The primary driver of tax-backed debt 

payments are CIP projects.
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Debt Service Fund Summary 

8/12/2023 FY24 Proposed Budget Presentation #1



Debt Fund 
Council Input 

and Discussion
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• Information requests for session #2

• Updates to the proposed budget are 

made by consensus.
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Internal Service Funds
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Internal Service Funds - Purpose

8/12/2023 FY24 Proposed Budget Presentation #1

Purpose

• Ensure operating costs as well as long term liabilities (replacement costs) are accounted 

for  especially our Fleet, IT, and Facilities.

• Provides source of funds for required and planned replacement of assets.

• Helps account for the true cost of owning, operating, and replacing assets.
• Creates clarity on the true cost of delivering a program by allocating costs to specific. departments 

and divisions where possible.

• Predictability - Eliminate year to year swings in needs from the GF.

• Decouples replacement needs from what may/may not be available any given year in the General 

Fund.
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Internal Service Funds – Past Success and 

Next
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Successes

• Motor Pool implemented in 2019.

• From 0% of vehicles covered by lease fees in 2019 to ~42% at the end of FY24.

• TIRZ Broadway Allocation money in Motor Pool Fund balance utilized to fund
• General Fund vehicle replacements for FY24

• Replacements of up to 3 Fire Heavy Apparatus

• FY24 Budget restored General Fund lease payments to the Motor Pool based on the updated 

replacement criteria



Motor Pool Fund
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• The purpose of the Motor Pool fund 
is to provide for the maintenance 
and replacement of the city’s 
vehicles and rolling stock with an 
approximated value of $33.8M.

• The City is taking a phased 
approach to fully funding the Motor 
Pool Fund, starting with vehicle 
maintenance and annual 
replacements in FY19. Lease fees 
begin the fiscal year after a vehicle 
is received.

• If the proposed budget is approved 
the City will end FY24 with ~42% of 
vehicles covered by Lease Fees.

8/12/2023 FY24 Proposed Budget Presentation #1

Budget Book Location: Book 1 Internal Service Fund Tab – Page 5



Facilities Fund

59

• The purpose of the Facilities Fund is to provide for 

building-related repair and maintenance, 
equipment maintenance capital replacement or 
asset recapitalization, and janitorial services.

• It is modeled after the successfully implemented 
Motor Pool Fund.

• Goal is to be funded on a building/department cost 

basis. However, that will be a multi-year data 
creation process. Currently funded based on FTE 
by fund.

• FY24 includes the cost of Phase II Generator 

Heater Enclosures.

• The Facilities Fund is a major improvement in 

transparency and helps Council and the Public 
see the full cost of programs.

• Unable to fund capital leases for FY24. All 
costs relate to operations and maintenance of 

existing facilities.
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Information Technology Fund
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• The purpose of the IT fund is to provide 
for the maintenance and replacement of 
the city’s current and future technology 
needs.

• 21 Full Time Employees (FTEs) are 
budgeted in this fund.

• It is modeled after the successfully 
implemented Motor Pool Fund.

• Costs are allocated to departments based 
on actual use. Eg; Parks-specific software 
is now “charged” to the Parks Department 
Budget instead of the “IT Budget”.

• In FY24 there is year 1 of 3 for the 
replacement of IT Switches relating to 
IT Infrastructure

• Unable to phase in capital lease fees 
for this fiscal year.
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New in FY24-Capital Fund 

61

• The purpose of the Capital Fund is 

to hold capital lease fees paid for 

Internal Service Fund replacements 

until such time as the budgeted 

replacements are to occur. 

• Contains only Motor Pool Lease 

fees paid at this time. The first 

scheduled replacement of vehicles 

paying lease fees is anticipated in 

FY25.

• When phased in, will also hold 

capital lease fees for Facilities and 

IT fund. 
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Risk Management Fund

62

• Real Personal Property 

building value for FY24 is 

$349M

• Premiums total $3,579,804 

which is an increase of 

$1.4M from FY23 adopted.

• The fund is projected to 

end FY24 at $502,466 – 

under the fund’s minimum 

reserve target of $1M.

8/12/2023 FY24 Proposed Budget Presentation #1
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Medical Self Insurance Fund

63

• Medical Self-Insurance 
claims total $9.2M and 
administration fees 
total $1.6M.

• Ending balance is 
below the target fund 
balance of 25% of 
revenues by 1%.

8/12/2023 FY24 Proposed Budget Presentation #1
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Internal Service Fund Supplementals by 
Strategic Priority
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Safe Community

Replacement Vehicles

General Fund                                                     Approximately 

$500,000  Enterprise 
Fund                                                     Approximately 

$1.07M                                                          

3 Fire Heavy Apparatus Replacements                                    Approximately $4.5M

Sustainable Infrastructure

Phase II Generator Heater Enclosures                                              $144,000

IT Switches-Information Technology Fund                                           $275,000



Internal Service 
Fund Council 

Input and 
Discussion

64

• Information requests for session #2

• Updates to the proposed budget are 

made by consensus.
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Special Revenue Funds
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Budget Book 

Location: Book 

1 –  Financial 

Summaries Tab 

– Page 1

Special Revenue Funds Summary



Convention and 
Visitor’s Bureau 

Fund
Budget Book Location: Book 1 –
 Special Revenue Funds Tab – 

Page 3
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Convention and Visitor’s Bureau Fund
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Whole Community

• Permissible use of funds includes sports facility improvements. Included in the FY24 budget is 

a transfer of $586,544 to Capital Improvement Funds to build additional restrooms at 

Centennial Park.

• This is contingent on meeting the requirement to host 10 regional, state, or national 

championship sporting event activity in the prior year. We expect to hit this milestone by the 

end of calendar year 2023. There are also requirements revenue over the next 5 years.



Drainage 
Maintenance 

Fund
Budget Book Location: Book 
1 –  Special Revenue Funds 

Tab – Page 16
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Operations & 
Maintenance
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Drainage in FY23 & 24
FY23 resulted in the completion of:
• Onboarding all new drainage personnel

• Acquisition of all new drainage equipment
• Survey & Cleaning of 16 miles of open drainage systems

• Inspection & cleaning of combined 7 miles of enclosed 

drainage systems

FY24 will include the following
• Continued enclosed system inspection and 

cleaning of target 33 miles annually
• Continued survey and grading of open drainage 

systems target of 14 miles annually

• Continue monitoring  of drainage maintenance in 

year 2 to meet intent of Strategic Priority Milestone 

to evaluate the program
• Onboarding of a stormwater inspector necessary 

to meet the following requirements (Sustainable 

Infrastructure)

• Inspecting the city's drainage system & 326 

detention facilities
• Ensuring compliance with the City's increased 

Municipal Separate Storm Sewer (MS4) 

TCEQ permit requirements



Infrastructure 
Reinvestment 

Fund
Budget Book Location: Book 
1-Special Revenue Funds-

Page 29
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Operations & 
Maintenance
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Infrastructure Reinvestment Streets & Sidewalks FY23 resulted in the completion of:
• Replaced 3.34 miles of sidewalk

• Completed 5.5 miles of road rehabilitation
• Awarded an annual pavement condition survey

• Awarded interlocal paving contract for 4.5 miles of 

additional road rehabilitation planned to commence Sept. 1

FY24 will include the following
• Completion of annual pavement condition 

survey to set basis for future budget needs and 
programmed street restoration sites into FY25

• Continued sidewalk rehabilitation program with 

focus on 832 open work orders 

estimated at $1,131,520

• Award contract for policy development for sidewalk 
gap abatement

• Award & honor contractual obligations in FY24 

interlocal paving agreement with Brazoria County 

as warranted by pavement condition survey



Special 
Revenue Fund 
Council Input 

and Discussion
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• Information requests for session #2

• Updates to the proposed budget are 

made by consensus.

8/12/2023 FY24 Proposed Budget Presentation #1



74

Component Units
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Budget Book Location: Book 1 –  PEDC Tab



PEDC Fund
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Income Statement

Budget Book Location: Book 1 –  PEDC Tab – 

Page 3

• All expenditures are consistent with 

the Pearland Prosperity Plan

• Revenue: in FY 23 and 24 include sales tax 

increase and reimbursements from Lower 

Kirby

• Expenditures: Direct Business Incentives in 

FY 23 and 24 of $2.2M.

• In FY 24 expenditures: $3.2M for Lower Kirby 

Dev.,  $730,000 for SH35 targeted 

redevelopment,  and $375,000 for Argovitz 

Detention Expansion

• Supporting the Strong Economy Strategic 

Priority: $350,000 for Old Town Master Plan



Component 
Unit Funds 
Input and 

Discussion
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• Information requests for session #2

• Updates to the proposed budget are 

made by consensus.
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Enterprise Funds

Water and Sewer Operations
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Water and Sewer System Expenditures
 (Operations and Debt Funds Combined)
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What is driving Enterprise Debt Fund 

Expenditures growth in the system?
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Surface Water Treatment 

Plant  (Phase 1): $175.5 Million

Currently operational

Surface Water Treatment Plant 

(Phase 2a): $57.9 Million

Project Start Date: FY26
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JHEC Water Reclamation 

Facility Expansion: $80.6M
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Bailey Water Plant 

Improvements: $14.4 Million
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Barry Rose Water Reclamation 

Facility Replacement & Expansion:

$229.4 Million
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Longwood Water Reclamation 

Facility Decommissioning:

$38.1 Million
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Critical CIP projects Being Built
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These project costs are all:

• Planned for– They have been in previous CIP years

• Required – To meet the state permitting requirements for system capacity

• Approved by Council – All projects are approved multiple times (CIP adoption, Intent to Reimburse 

authorization, and Debt Issuance)

• Built into the rate model – The rate increases are not reactionary and were always going to be needed to 

pay for these projects

• As shown in the CIP and Multi-Year Projections - When projects are completed, they often have an 

Operations and Maintenance component.



FY2024 Revenue 
Changes

86

• The City must bring in enough 

money to pay for debt and 

operations.

• Increased consumption helps to 

some extent.

• Rate increases are the main way 

cities bring in the necessary 

Enterprise Fund revenue.

• When we sell COs we agree to 

have a Bond Coverage Ratio 

≥1.15.

• Enterprise Operating Fund 

balance must remain above 15%.

• A 14% rate increase is proposed for FY24
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An average household in Pearland 

using approximately 6,000 gallons of 

water per month. They will pay ~$12.40 

more a month.



History of Rate Increases in Pearland
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What does 14% mean 

in the real world?



Sample Bills with 14% Proposed Rate Increase for FY 24
The average resident will see a bill increase of ~$12.40
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Comparison Bill
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What does a 
typical residential 
Water & Sewer bill 
look like in nearby 
cities?
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Comparison Bill
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What does a typical 
Fast Food 
Restaurant bill look 
like in nearby cities?
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What is driving 
rate increases?
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Enterprise Operating Fund

• The FY24 proposed budget for the Enterprise Operating Fund 

is $72.4M. FY24’s Enterprise Operating Fund Budget is a 

$5.9M increase from the FY23 adopted budget of $66.5M.

• Reflects the first full year of Surface Water Plant 

Operations and a full year of the Water Quality Team.

Debt Fund

• Expenditures in this Fund are paid for via a transfer from 

the Enterprise Operating Fund (Transfer-In).

• FY24’s Enterprise Fund Operations Budget transfer to the 

debt service fund is a $2.2M increase from the FY23 

adopted budget of $23.1M.
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Projects require 
debt to pay for 
construction. 
Pearland has  

issued the debt 
and now it’s time 

to pay the 
mortgage.

92

• The capital projects being built are necessary and required to:

• Expand the supply of water to meet current and future 

demands.

• Expand and renew our wastewater treatment capacity to 

meet State capacity requirements for current and future 
flows.

• Maintain the existing system to supply of water and treat 

wastewater for our Residents and Businesses.

• Keep our water supply safe and high quality.

• Ensure that State/Federal regulations are followed.

• These projects are some of the largest in City history

• They set the City up for long-term success.

• Decrease reliance on Houston for water by providing. 

Pearland control of its own water production.

• Large investments are required to meet Council’s 

strategic priority of sustainable, well-planned 

infrastructure that provides long-term community value 

in a growing City. 
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Actions Taken to Reduce 
Pressure on Utility Rates
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Options Previously Enacted

• Switching from Water/Sewer Revenue Bonds to Certificates 

of Obligation (lowers bond coverage ratio requirement)

• Moved to structured debt

• Council approved right-sizing of reserve requirements in the 

Enterprise Operating Fund and Enterprise Debt Fund

• Reworked FY23 CIP to lower rate pressure in FY24-FY27

• Updated Impact Fee in FY23

• Validate new rate model at the end of FY22
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What does 
Pearland need 
to do to meet 
its Bond 
Coverage 
Ratio?

94

The city is required to maintain a bond coverage at 

or above 1.15. This is calculated with the following 

formula: 

𝐵𝑜𝑛𝑑 𝐶𝑜𝑣𝑒𝑟𝑎𝑔𝑒 𝑅𝑎𝑡𝑖𝑜 =
(𝑅𝑒𝑣𝑒𝑛𝑢𝑒 −𝑂𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝐸𝑥𝑝𝑒𝑛𝑠𝑒𝑠)

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐷𝑒𝑏𝑡 𝑂𝑏𝑙𝑖𝑔𝑎𝑡𝑖𝑜𝑛𝑠

FY24 Bond Coverage Ratio is set to be 1.16 - with 1.15 as the 

minimum required. This is the controlling factor for the FY24 

increase.
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What does 
Pearland need to 

do to meet its 
Enterprise 

Operating Fund 
Reserve 

Requirement of 
15%?

95

• The Enterprise Operating Fund must maintain a reserve of 15% 

of total expenses.

• Reserves are projected to decrease to 26% by the end of 

FY24. Any revenue increase lower than 14% will increase the 

amount of reserves used.
• In FY25 the ending fund balance is projected to be 16%.

• In FY26 reserves will decrease to the recommended fund 

balance of 15%.

• Once reserves hit 15% no additional withdrawals will be made 

and the Enterprise Fund revenue stream will need to be 
sufficient to pay for operations and debt service.
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Enterprise Operating Fund 

Income Statement
Budget Book Location: Book 1 –  Enterprise 

Fund Tab – Page 1



Income Statement
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Enterprise Debt Fund

Budget Book Location: Book 1 –  Enterprise 

Fund Tab – Page 6

z



Rate Model
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Enterprise 
Funds Council 

Input and 
Discussion
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• Information requests for session #2

• Updates to the proposed budget are 

made by consensus
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Next 
Steps/Calendar

Items

100

• August 12 - Budget Discussion #1

• August 14 - Vote on Proposed/Maximum Tax 

Rate

• August 21 - Budget Discussion #2

• August 28 - Budget Discussion #3

• September 11 – Public Hearing Budget/First 

Reading of FY24 Budget-Budget Public Hearing

• September 25 – Public Hearing Tax 

Rate/Second Reading of FY24 Budget-Tax Rate 

Public Hearing
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