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Budget Discussion #3
Capital Improvement Plan

Monday, August 28, 2023



Today’s Agenda
Section I: Property Tax-Backed Issuances

– Background
– Ability to Pay
– Tax Rates
– Considerations When Reorganizing Projects
– Capital Projects Overview
– O&M Impacts of CIP
– Discussion

Section II: Enterprise (Water & Sewer) Revenue-Backed Issuance
– Background/Process Overview
– Capital Projects Overview
– O&M Impacts of CIP
– Discussion
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Future with Purpose 
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Why 
(Community) Strategic Priorities

Helps to focus the attention of Council and Staff on priorities important to creating community

Community Survey
Community feedback 

that influences 
planning

How
(Strategic 
Planning)

Comprehensive Plan
The policy document that assists in anticipating and guiding future development trends and service needs to promote balanced growth and a 

superior quality of life

Sound Infrastructure Connected Community Strong Economy
Water Master Plan

Keeps water 
coming to Pearland 
for years to come

Wastewater Master 
Plan

Treats the water 
coming out of 
houses and 
businesses

Drainage Master 
Plan

Keeps water 
moving out of 

Pearland

Thoroughfare Plan
Helps to keep 
traffic moving 

through Pearland

Multimodal 
Plan

Helps shape 
how people 
get around 
Pearland

Parks and Recreation 
Master Plan

Leverages community 
feedback to provide 

direction for quality of life 
features in Pearland

Pearland Prosperity
(Economic 

Development)
Guides the community 
towards a vibrant and 

diverse economy

What
(The Output of 

Planning)

Capital Improvement Plan
Helps to set the infrastructure priorities over a rolling five-year period

Future Land Use Map
Provides a long-term view of how land is developed in Pearland

Staffing and Utilization Plans
Police Department Plan Fire Department Plan

Annual Budget
Funding mechanism for many projects in Pearland

Regional Plans
HGAC Transportation Improvement Plan

Multimodal plan of transportation infrastructure and service improvements
Brazoria County CIP
Harris County CIP

Ft. Bend County CIP

https://www.pearlandtx.gov/government/city-council/strategic-priorities
https://www.pearlandtx.gov/government/administration/citizen-survey-results
https://www.pearlandtx.gov/departments/community-development/planning/comprehensive-plan
https://www.pearlandtx.gov/home/showpublisheddocument/29405/637467364955170000
https://www.pearlandtx.gov/home/showpublisheddocument/29417/637467372504730000
https://www.pearlandtx.gov/home/showpublisheddocument/29415/637467370812100000
https://www.pearlandtx.gov/home/showpublisheddocument/29498/637473499466700000
https://www.pearlandtx.gov/Home/ShowDocument?id=29560
https://www.pearlandtx.gov/departments/parks-recreation/parks-master-plan
https://www.pearlandprosperity.com/
https://www.pearlandtx.gov/home/showdocument?id=25634
https://www.pearlandtx.gov/home/showdocument?id=8778
https://www.pearlandtx.gov/home/showpublisheddocument/27287/637262719821730000
https://www.pearlandtx.gov/home/showpublisheddocument/27293/637263604485030000
https://www.pearlandtx.gov/departments/finance/budget
http://www.h-gac.com/transportation-improvement-program/2019-2022.aspx
https://www.brazoriacountytx.gov/departments/engineering/projects
https://budget.harriscountytx.gov/doc/Budget/CIP/TEMP_FY_19-20_DRAFT_CIP.pdf
https://www.fortbendcountytx.gov/home/showdocument?id=18053


CIP Planning & Budgeting Overview
Today’s meeting is a culmination of:

– Pre-award Memos
– Project Update Memos
– Bi-Monthly Milestone Report
– Quarterly CIP Update Series

Today we will discuss what we are building, and 
what it takes to fund, operate and maintain these 
projects.
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2024 CIP Planning & Budgeting 
Overview

Past CIP Update Series
• Monday, July 25, 2022, 6:30 pm – CIP Adoption by Resolution
• Monday, October 17, 2022, 4:00 pm – Parks & Facilities CIP Update Series
• Monday, December 12, 2022, 4:00 pm – Water & Wastewater CIP Update Series
• Monday, March 20, 2023, 4:00 pm – CIP Workshop
• Monday, June 19, 2023, 6:30 pm – Planning and Zoning CIP Recommendation
• Monday, June 26, 2023, 4:00 pm – Drainage & Transportation CIP Update Series

Upcoming CIP Items
• Monday, September 11, 2023, 6:30 pm – CIP Adoption by Resolution
• Monday, October 16, 2023, 4:00 pm – Parks & Facilities CIP Update Series
• Monday, December 11, 2023, 4:00 pm – Water & Wastewater CIP Update Series
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• March 2023: CIP Workshop
• September 2023: CIP Adoption

Ex
ec

ut
io

n • August 2023: FY24 Budget Presented
• September 2023: FY24 Budget Adopted
• October 2023: Intent to Reimburse Approved

Commits funding to allow work to begin on FY24 projects

O
pe

ra
tio

na
l • May 2024: Annual Debt Issuance Approved

• June 2024: Notices Posted, Rating/Due Diligence Calls
• Q3 2024: Sale of Debt
• Fiscal Year 2024: Payments for FY23 Debt Issuance Begin

Capital Project Financing Overview

Council decisions here 
will affect FY25 DS Tax 
Rate and Utility Rate



Section 1 

Property Tax Backed Issuances
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Background
• The City is legally required to levy a debt service tax rate to generate enough revenue to 

pay debt service obligations
• Debt Service is separate and distinct from Operations & Maintenance portion of the rate.
• The debt service amount for upcoming FY 24 is already fixed ($47,249,580)*

– Projects in the execution and operational phases

• The proposed debt service rate for FY24 is .3329 per $100 in assessed valuation. This 
proposed property tax rate will bring in a total of $41,089,476 in property taxes. Additional 
expenditures will be offset by a TIRZ reimbursement in order to pay the full debt service 
amount.

• Discussions hinge today for policy and planning phases, FY 25 and beyond
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Debt to AV Rate Over Time
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*Estimated



Forecasted Debt Service Tax Rate
Fiscal Assessed
Year Tax Valuation 2024-2028
End Year Growth CIP 
2023 2022 13.90% $0.3388
2024 2023 14.08% $0.3329
2025 2024 5.00% 0.3475
2026 2025 4.00% 0.3500
2027 2026 3.00% 0.3625
2028 2027 2.00% 0.3625
2029 2028 1.00% 0.3625
2030 2029 0.3325
2031 2030 0.2875

  Max Rate: $0.3625
  Projected Tax Rate Increase (Total): $0.0296

Tax Rate Impact Analysis
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• FY24 Tax Rate lower than 
February forecast of .3425 
with bond election.

• Maximum forecasted debt 
service rate lower than 
February forecast of .3650

• Projected total increase from 
FY23 debt service rate is .0237

• Debt Service increased from 
$283,248,121 to $302,927,506 
primarily due to addition of 
FY28 projects and inflationary 
increases.



Bond Sale Proceeds
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Summary of Bond Sale Proceeds
Capital Improvement Program (2024-2028 CIP)

Fiscal Year Issue Proceeds* Assumed AV 
Growth Rate

2021 CO & GO (City) $26,566,250 7.0%CO (TIRZ) $18,472,464
2022 CO & GO (City) $36,276,418

2.9%CO (TIRZ) $8,380,000
2023 CO & GO (City) $18,392,720

13.9%CO (TIRZ) $9,394,000
2024 CO & GO (City) $89,923,824 14.08%CO (TIRZ) $8,525,000
2025 CO & GO (City) $55,723,382 5.0%
2026 CO & GO (City) $124,575,580 4.0%
2027 CO & GO (City) $48,951,000 2.0%
2028 CO & GO (City) $30,712,000 1.0%

*Proceeds reflect the amount of revenue from bond sales inclusive of bond premiums, not the total amount being borrowed.



Capital Improvement Program (FY23-FY24)

8/29/2023
15

Priority 1: These projects are generally tied to outside funding obligations



Capital Improvement Program (FY23-FY24)

8/29/2023
16

Priority 2: These projects are new/repair/replacement of critical infrastructure



Capital Improvement Program (FY23-FY24)

8/29/2023
17

Priority 3: These projects could be postponed with moderate impact



Capital Improvement Program (FY23-FY24)
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Priority 4: These projects could be postponed with no major repercussions



Totals by Criticality Ranking
Priority 1 = $14,147,668 in FY24 Debt Issuances
Priority 2 = $81,486,656 in FY24 Debt Issuances
Priority 3 = $3,353,000 in FY24 Debt Issuances
Priority 4 = $0 in FY24 Debt Issuances
Total = $98,987,324
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Priority 1: These projects are tied to outside funding obligations
Priority 2: These projects are new/repair/replacement of critical infrastructure
Priority 3: These projects could be postponed with moderate inconvenience
Priority 4: These projects could be postponed with no major repercussions



General Fund Operation & Maintenance Impacts

• Each project has an Operations and/or Maintenance 
component associated with the project

• For General Fund projects completed in FY23, the additional 
O&M budget requirement in FY24 is $280,612.

• For General Fund projects completed in FY24, the additional 
O&M budget requirement in FY25 is $2,086,504.
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Legislative Changes
• HB3699-Relating to municipal regulation of 

subdivision and approval of subdivision 
plans or plats
– May require revisions to UDC
– May not require dedication of land for a future 

street that is not included, funded and 
approved in a CIP.
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Tax Backed Debt
Questions? 
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Section 2

Water & Sewer Revenue Supported 
Issuances
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Background
• The City is legally required to generate enough Water & Sewer (W&S) revenue to pay debt service 

obligations

• In FY22, the City created a W&S Debt Service Fund separate from W&S Operations

• In FY24,Water and Sewer rates are proposed to increase by 14%

• The FY25, Water and Sewer rates are projected to increase by 17% which is a decrease from the 
FY23 projection of 19%

• The debt service payment amount ($34M) for upcoming FY24 is already fixed
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Water & Sewer CIP Background
• Projects in this CIP funded by W&S revenue are 

needed to ensure a safe and reliable system with 
adequate capacity to serve customers.

• This CIP contains $117 million in ongoing projects 
and planned debt to be sold in FY24. Among 
this, $18.1 million will be paid back using impact 
fees
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CIP Funding

Current Debt 
Obligation

FY24

CIP

FY24 CIP Sell Debt 
for FY24 

CIP 
Projects

Debt 
Payments 
Begin in 

FY25
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CIP Funding

Debt 
Payments

Paid for by 
User Fees & 
Impact Fees

Major Driver 
of Water & 

Sewer Rates
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Three Key Metrics that Determine The Minimum Utility Rate Increase

Enterprise Fund 
Operating Reserve
(15% of Operating 

Expense) 
City Policy

Bond Coverage Ratio
(1.15X)

Bond Covenant 
Requirement
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Restricted For Debt Service 
(20% of Average Debt 

Service)
Bond Covenant 

Requirement

Aggregated
Enterprise Fund 

Reserve
(25% of Operating

Expense) 
City Policy



Bond Coverage Ratio Requirement
• Enterprise Fund Revenue must be able to satisfy the following condition remain in compliance with W/S 

Revenue Bond Ordinances (Ord. 1600) and the adopted Financial Policy

• If the City wants to issues Enterprise COs :
– The City must meet a 1.15X Bond Coverage Ratio
– Issuance of CO’s does not require a debt reserve outside of normal operating reserve (much smaller)
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𝐹𝐹𝐹𝐹𝐹𝐹 𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 =
𝐹𝐹𝐹𝐹𝐹𝐹 𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅 − 𝐹𝐹𝐹𝐹𝐹𝐹 𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂 𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸

𝐹𝐹𝐹𝐹𝐹𝐹 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷 𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆

https://documents.pearlandtx.gov/WebLink/DocView.aspx?id=1732009&dbid=0&repo=City-Of-Pearland&searchid=9b090aba-a3d9-4f64-8bb2-f43ecfee065b&cr=1
https://www.pearlandtx.gov/home/showdocument?id=20301


Enterprise Projects
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Capital Improvement Program (FY23-FY24)

8/29/2023
32

Priority 1: Projects in process and/or are tied to funding obligations with TWDB, TxDOT, or Developers



Capital Improvement Program (FY23-FY24)

8/29/2023
33

Priority 2: Projects are new/repair/replacement of critical infrastructure; many are tied to another project



Capital Improvement Program (FY23-FY24)

8/29/2023
34

Priority 2: Projects are new/repair/replacement of critical infrastructure; many are tied to another project



Totals by Criticality Ranking

• Priority 1 = $0 in FY24 Debt Issuances
• Priority 2 = $117,379,750 in FY24 Debt Issuances
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Priority 1: These projects are tied to outside funding obligations
Priority 2: These projects are new/repair/replacement of critical infrastructure
Priority 3: These projects could be postponed with moderate inconvenience
Priority 4: These projects could be postponed with no major repercussions



Operation & Maintenance Impacts
• Each project has an Operations and/or 

Maintenance component associated with 
the project.

• For Enterprise projects completed in FY24, 
the additional O&M budget requirement in 
FY25 is $82,692
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Questions

37


	Slide Number 1
	Today’s Agenda
	Future with Purpose 
	CIP Planning & Budgeting Overview
	2024 CIP Planning & Budgeting Overview
	Slide Number 6
	Slide Number 7
	Background
	Debt to AV Rate Over Time
	Forecasted Debt Service Tax Rate
	Bond Sale Proceeds 
	Capital Improvement Program (FY23-FY24)
	Capital Improvement Program (FY23-FY24)
	Capital Improvement Program (FY23-FY24)
	Capital Improvement Program (FY23-FY24)
	Totals by Criticality Ranking
	General Fund Operation & Maintenance Impacts
	Legislative Changes
	Tax Backed Debt
	Slide Number 23
	Background
	Water & Sewer CIP Background
	Slide Number 26
	Slide Number 27
	Slide Number 29
	Bond Coverage Ratio Requirement
	Enterprise Projects
	Capital Improvement Program (FY23-FY24)
	Capital Improvement Program (FY23-FY24)
	Capital Improvement Program (FY23-FY24)
	Totals by Criticality Ranking
	Operation & Maintenance Impacts
	Slide Number 37

