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CITY OF COPPERAS COVE, TEXAS

VISION STATEMENT

The vision of Copperas Cove is to foster the highest quality of life
enabling all citizens to work, play and grow in a protected and productive
environment.

MISSION STATEMENT

The mission of the City of Copperas Cove is to provide excellence in
public service to meet the needs of our diverse community through
quality customer services while exercising cost effective management
and maintaining fiscal responsibility.

Adopted by the City Council on November 13, 2000

The City Built for Family Living
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The Government Finance Officers Association of the United States and Canada
(GFOA) presented a Distinguished Budget Presentation Award to the City of Cop-
peras Cove, Texas, for the Annual Budget beginning October 1, 2008. In order to
receive this award, a governmental unit must publish a budget document that meets
program criteria as a policy document, as an operations guide, as a financial plan, and
as a communications device. For the annual budget beginning October 1, 2008, the
City received award with Special Performance Measures Recognition.

The award is valid for a period of one year only. We believe our current budget con-
tinues to conform to program requirements, and we are submitting it to GFOA to deter-
mine its eligibility for another award.
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Budget Format

This budget document is divided into twelve sections: Table of Contents, City Manager's Message,
Budget Summary, General Fund, Water & Sewer Fund, Solid Waste Fund, Golf Course Fund, Other
Funds, Debt Service Requirements, Capital Outlay, Capital Improvements and Appendix.

The Table of Contents section is provided to assist the reader with locating topics of special interest.
The table of contents is structured in the same order as the tabs appear in the document. Specific topics
appearing behind the tabs are listed with corresponding page numbers.

The City Manager’s Message provides the reader with insight into the composition of the financial infor-
mation provided throughout the budget along with explanations for salient changes from the previous fis-
cal year in expenditures and revenue items, and explains major changes in financial policy.

The Budget Summary serves as an introduction to the budget and the process and basis on which the
budget was constructed. This section includes the budget foundation, the budget process, the budget cal-
endar, State Statutes, Local Laws, economic factors, financial policies, the budget adoption ordinance, tax
rate adoption ordinance and the budget overview.

The General Fund section through the Golf Course Fund section provides the reader with more detailed
financial and operational information by department. The financial information provided depicts the man-
ner in which resources are to be utilized during the fiscal year. The operational information provided in-
cludes a program description, achievements, continuing objective, goals, staffing levels and performance
measures. Charts and graphs are provided for comparative purposes.

Other Funds section includes detailed information of the revenues collected and expenses budgeted for
the Debt Service Fund and each Special Revenue Fund. This section is titled Other Funds due to the
Debt Service Fund detail located in this section.

The Debt Service Requirements section provides detailed information pertaining the outstanding debt
obligations of the City. This section provides the Standard & Poor’s and Moody’s debt ratings, the sched-
uled principal and interest payments due by year for each issue and the outstanding capital leases of the
City. Graphs and charts are also located in this section to provide further analysis of the outstanding debt
of the City.

The Capital Outlay section provides a quick reference of all capital outlay included in the budget by fund.
This section also provides comparative data of the capital outlay approved in prior fiscal years to the cur-
rent fiscal year.

Capital Improvements includes improvements that are not normally funded in the operating budgets.
This section is divided into two distinct parts. The first part provides a brief discussion of the City’s capital
improvement program including ongoing projects and the new five-year Capital Improvement Plan that
was adopted by City Council. In the second part, a financial statement detailing revenues and expendi-
tures for each bond construction fund the City accounts for is provided.

The Appendix includes Copperas Cove at a Glance, the City’s Personnel Schedule, Employee Position
Listing and Pay Scale by Department, and Schedule of Incentives, the City’s Fee Schedule, a list of acro-
nyms, and a glossary.
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City of Copperas Cove

“The City Built for Family Living”

January 22, 2010

Honorable Mayor, City Council and citizens of Copperas Cove,

| am pleased to present the Fiscal Year 2009-10 Budget and Plan of Municipal
Services. The Budget was completed with the guidance and direction of the City
Council and in accordance with the City of Copperas Cove City Charter, mission and
goals of the City Council and Texas State Law.

Currently, City Council and City staff are working to ensure completion of ongoing
projects that will provide infrastructure improvements to the City’s water/wastewater
system, roadways and drainage systems. Street reconstruction and drainage
improvements are complete for Summers Road and are planned for completion on
Lutheran Church Road. The two roadways intersect and are expected to provide
improved mobility and safety for citizens traveling the roadways and residing in the
northern portions of the City. For numerous years, the City of Copperas Cove has
pursued State funding for the construction of a Southeast Bypass that would reduce
traffic congestion on U. S. Highway 190. The total cost of the 6.2 mile two-lane
roadway is anticipated to be approximately $55 million. The prior year budget assumed
the utility relocations and right-of-way purchases would be completed in that year;
however, a final tract of land remains outstanding to complete the right-of-way
purchases and City Administration and the Texas Department of Transportation agreed
to let the utility relocates with the construction contract to reduce the total costs of the
project. Thus, the right-of-way purchases are expected to be complete in FY 2010 and
the utility relocates will be completed in a future year. Continual progress is also being
made to complete a land swap with neighboring Fort Hood. The land swap and
Southeast Bypass are expected to be catalysts for major retail economic development
on the east end of Copperas Cove. Fort Hood, the Texas Department of Transportation
and the City of Copperas Cove are working together to connect Tank Destroyer
Boulevard with U. S. Highway 190 providing a northeast bypass from east U. S.
Highway 190 to north FM 116. The project is funded and a groundbreaking ceremony is
planned for the summer of 2010 and let of the construction contract in August 2010.
The water and sewer infrastructure needs for the retail development expected to result
from the completion of the land swap and SE Bypass will be partially met with the recent
completion of the East Pump Station project and the planned Northeast Sewer Line
project, which was approved by voters in November 2008 as a general obligation bond
proposition. A temporary funding agreement between the City and the Copperas Cove
Economic Development Corporation and a reimbursement resolution approved by the
City Council will allow the project to begin in February 2010, six months prior to the
issuance of the general obligation bonds. The land purchases for construction of a new



police facility were completed in fiscal year 2006-07 and the design of the new station
was completed in fiscal year 2007-08. Construction began in January 2009 and
completion of the City’s new police facility is scheduled for February 2010.

With the state of the National, State and Local economies over the past eighteen
months, both residential and commercial development slowed considerably in 2009. As
a result, no noticeable change in residential development from the prior year exists.
Nevertheless, the City did welcome a new state of the art cinema in the summer of
2009. Cinergy Cinemas is an eight screen (two digital) movie theatre, with laser tag,
game room and party facilities. The cinema brought a new concept for movie goers in
Central Texas to eat, drink and be movied. Commercial development planned for 2010
includes the construction of a sixty unit assisted living facility valued at $6 million and a
two hundred plus unit tax credit living facility. Residential development within the City
includes the House Creek North Phase Il and Ill development consisting of 295 and 320
lots respectively, Summers Place development located off Summers Road and
adjoining the south side of House Creek North with 71 lots, Skyline Flats single family
development along west Big Divide Road south of Grimes Crossing Road with 103 lots,
the single family development of Walker Place Phase 7, Sections 1 and 2 located off
west U. S. 190 and consisting of 60 and 115 lots respectively, Thousand Oaks Addition
lIl consisting of 59 single family lots located in the middle of the City just off U. S.
Highway 190 and 130 lots are planned in the single family residential development
known as Tonkawa Phase Il located just west of the Walker Place Development on
west U. S. Hwy 190.

In addition to the projects ongoing, the City applied for public assistance through
FEMA’s Hazard Mitigation program and funding from the Community Development
Block Grant Program. The rehabilitation of Hughes Mountain Tank was completed in
2009 after the completion of the 250’ radio communications tower at Hughes Mountain.
All of these accomplishments and goals are indicative of our constant efforts to sustain
the City of Copperas Cove as “The City Built for Family Living.”

Budget Structure

The FY 2010 Budget may have an appearance identical to previous years, however; the
process by which the budget was prepared is unique. With the state of the national
economy, the executive team began its preparation for FY 2010 in early FY 2009 to
ensure the economic downturn did not have drastic financial impacts on City operations.
The executive team, realizing the impact one fiscal year has on another, worked
together to ensure the expenses incurred in the current fiscal year were absolute to
providing the necessary service levels the citizens expect and deserve.

The budget process began with a review of revenue and expense projections for the
current fiscal year by the City Manager and Director of Financial Services with each City
department. The next phase of the process was a review of the base budget and new
program revenues and expenses for the upcoming fiscal year. Following the review
process were multiple strategy meetings with the executive team and City Manager to
ensure the goals of the City Council and the City Charter requirements were met. Once



the budget in each of the major operating funds was balanced (available resources
exceeded expenses), the focus shifted to compliance with the ideal fund balance policy.

Council involvement in the budget process was solicited earlier in the process with the
use of an elected officials’ budget survey. The budget survey was distributed to each
member of the governing body to allow for input prior to the budget workshops
conducted with staff and council. The survey requested feedback on current program
and service levels, the tax rate, funding of additional police and fire rescue officers,
funding of a cost of living adjustment (COLA) and merit increase for employees, staffing
levels, user fees and infrastructure improvements. In addition to the survey, the
executive team provided an opportunity for input from the governing body during the
2009 Staff/Council Retreat held in June 2009. Plans exist to incorporate the governing
body into the budget process much sooner and through the use of strategic planning in
future years.

Budget Challenges

In November 2008, two months into the prior budget year, four members of the City
Council were recalled from their council seats by the citizens. From a financial
standpoint, this action created the need for court action and an off season election in
February 2009. The court action and additional election created an increase in election
and legal expenses that were not included in the original FY 2009 Adopted Budget.
Furthermore, the voters approved a bond proposition authorizing the issuance of
general obligation bonds for the construction of the police facility. Consequently, the
project began in January 2009 and required the debt issuance prior to 2009 fiscal year
end to ensure the project completion. The additional debt issuance was projected and
disclosed to the voters to require a tax rate increase. In March 2009, the newly seated
City Council reversed the bulk trash collection fee for three cubic yards or less, which
created lost revenue for the Solid Waste Fund. The City’s first ever Capital
Improvement Plan (CIP) was introduced to the City Council in June 2009 and was
adopted by the governing body in October 2009. The economy and troop movement
also impacted the 2009 fiscal year revenues in multiple areas.

The decrease in the number of utility connections (accounts) is indicative of the troop
movement from Fort Hood. The decrease in the number of utility accounts impacts
water, sewer, solid waste and drainage revenues. In addition to the current troop levels
declining, new home construction continues to decrease. With both influences on the
decline, the revenue levels are insufficient to offset other economic impacts.

Although the sales tax revenues are up slightly when compared to the prior year, the
fiscal year 2009 sales tax revenues are not projected to meet budget and only comprise
16.8 percent of the total general fund revenues compared to 17.5 percent in fiscal year
2008. The decline in sales tax revenue over recent months creates concern when
considering future projected revenues, thus the increase in sales tax revenues for the
upcoming fiscal year is projected with a 4 percent increase over the current year
budget. Recent commercial development is anticipated to generate healthy sales tax
revenue, thus providing the justification for the percentage increase over the current
year.



Current ad valorem tax revenues are budgeted to increase slightly over FY 2009. The
increases realized in assessed valuation in prior fiscal years is a trend no longer
expected to continue. The 2009 State Legislature granted property tax exemptions for
disabled veterans. Considering the close proximity to the largest military installation in
the free world, Fort Hood, and the number of disabled veterans residing in our
community, the impact on FY 2010 property tax revenues is $149,749. With the new
legislation and the fact property taxes are a leading source of revenue for the general
fund and expenses continue to increase by an amount far greater, the budget includes
only those expenses required to maintain current service levels. Furthermore, a series
of debt issues resulted in a higher debt rate as part of the total property tax rate, leaving
fewer property tax dollars to fund general fund operations. At the end of the 2002-03
fiscal year, the City Council issued $14.02 million in combination tax and revenue
certificates of obligation. This issuance of debt financed a number of capital
improvement projects, several of which are related to general government. Although
the majority of the projects associated with this issuance are complete, funds remain for
costs associated with utility relocation and right-of-way purchases for the Southeast
Bypass (Highway 190). Additionally, the City previously committed $400,000 toward the
extension and improvements of Tank Destroyer Boulevard (State Highway 9) and the
voters approved $1 million to be issued in 2010. The City authorized the issuance of
limited tax notes in the amount of $1,000,000 during fiscal year 2005-06 for the purpose
of acquiring land and designing a new police station. In May 2007, combination tax &
revenue certificates of obligation in the amount of $5,300,000 were issued for the
construction of the new police station. In November 2008, the citizens approved a bond
proposition authorizing the issuance of general obligation bonds to provide the funding
for the remaining expenses associated with the construction and furniture, fixture and
equipment purchases for the new police facility.

ESTABLISHED GOALS FOR FY 2009-10

The City Council has established a list of goals that the City of Copperas Cove should
strive toward in order to attain its vision and mission set out by the City Council. The
vision and mission statements for the City are presented at the beginning of the Budget
document. The top ten goals established by the City Council include the following:

1. Ensure continued quality public safety.

2. Improve and expand City infrastructure.

3. Promote economic development activities.

4. Continued support of the combined Image Campaign.

5. Expand parks and recreation programs and construct a multi-purpose facility.
6. Retain and attract quality employees.

7. Enhance solid waste programs.

8. Support non-municipal community youth programs.

9. Maintain or reduce the property tax rate.

10.Improve land developer relations.



Although the current City Council desires to revise the existing goals, City staff was
tasked with ensuring the goals are addressed throughout the budget document. The
next several paragraphs will demonstrate how these goals and priorities were
addressed during the fiscal year 2010 budget process.

Fund Highlights (Major Operating Funds)

The City of Copperas Cove utilizes four major funds in its financial accounting. These
four funds have been designated as the City’s major operating funds because of their
size and nature. These funds include the General Fund, Water & Sewer Fund, Solid
Waste Fund and the Golf Course Fund. A highlight of each of these funds follows.

General Fund

The General Fund is the primary operating fund for the City of Copperas Cove. This
fund accounts for all financial resources not restricted to special or specific projects
and/or funds that are not to be accounted for in a different fund. The General Fund
provides funding to pave our streets, fight crime, respond to man-made and natural
disasters, provide emergency medical services, build and maintain our parks and
prepare us for disaster. Comprising 48 percent of the total adopted General Fund
revenues in FY 2010 and 47 percent in FY 2009, property tax is the major revenue
source for funding General Fund operations. During the budget process, a struggle
ensued while attempting to address the City Council of maintaining or reducing the tax
rate without reducing service levels and citizen expectations. Given the current state of
the economy, legislation and its impact on the budget, it became increasingly clear that
maximization of City Council goals would require an increase in the property tax rate.
The property tax rate is comprised of two components, maintenance and operating and
interest and sinking. The maintenance and operating portion of the property tax rate is
utilized to fund General Fund operations and the interest and sinking portion is utilized
the repay the debt secured by property tax revenues. Thus, if the amount of debt to be
repaid by property tax revenues increases, so does the tax rate associated with the
repayment of the debt. The other component of the tax rate, maintenance and
operations, is also budgeted to increase for FY 2010. In other words, the existing tax
rate will provide fewer property tax dollars to fund maintenance and operating expenses
of the General Fund. Therefore, the Adopted Budget for the General Fund is a
balanced budget with an increase in the property tax rate to $.7600 per $100 of taxable
assessed valuation compared to the existing property tax rate of $.7400 per $100 of
taxable assessed valuation.

As a general rule, in all funds, revenues and expenditures are budgeted conservatively
to enhance sound financial management. To do otherwise could weaken the City’s
ability to continue providing quality services to the citizens and negatively impact the
City’s bond rating. In fiscal year 2009-10 the General Fund budget includes revenues of
$14,496,525 which is $104,992 lower than the amount that was budgeted in fiscal year
2008-09. Significant revenues in the General Fund include fines, fees, charges for
permits, charges for licenses and various other miscellaneous revenues. General fund
expenditures are budgeted at $14,962,574 which is $130,133 higher than the amount
that was budgeted to be expended in fiscal year 2008-09.
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Fund balance is considered excess funds that the City Council has available for
appropriation. The City Council has adopted, by ordinance, a very strict fund balance
policy, that limits the expenditure of these funds. This fund balance policy dictates that
the major operating funds must carry a fund balance equivalent to three months
operating expenditures less capital outlay and debt service (ideal fund balance). This
policy also provides guidelines to be followed when ideal fund balance has not been
met within a particular fund. Beginning fund balance projected for fiscal year 2009-10 in
the General Fund was $4,217,395 which, after adjusting for projected revenues and
adopted appropriations for each department, leaves an estimated ending fund balance
of $3,751,346. This amount is $17,502 higher than the ideal fund balance needed to
comply with the mandate of the fund balance policy, thus continuing to meet the overall
goal of maintaining the fiscal integrity of the City. Ideal fund balance has been met in
the General Fund for the previous eleven years. City Council and staff continue efforts
of maintaining ideal fund balance within the General Fund.

The adopted budget includes a total of 215.5 full-time equivalents for fiscal year 2009-
10 in the General Fund budget. The adopted budget does not include any new
positions for fiscal year 2009-10. As demand for services increases, population grows,
and economic growth continues, the amount of resources necessary to provide quality
services also grows. However, the current economic impact gives cause for the City
Council and City Management to continue monitoring the growth in personnel to ensure
that staffing levels do not exceed the level required to provide quality services. Should
the need arise, City Administration is prepared to invoke a freeze on positions that
become vacant throughout the year and is currently assessing the need to fill current
vacancies based on the merits of the positions.

Water & Sewer Fund

The Water & Sewer Fund is one of three enterprise funds that the City of Copperas
Cove utilizes in accounting for services provided to its constituents. This fund provides
for costs associated with providing clean, safe and reliable drinking water that protect
the public health, aid in protecting the environment, provide fire protection and ensure
an adequate water supply exist to support the growing population and businesses.
Wastewater treatment facilities prevent pollutants from reaching our rivers and lakes.
Because adequate water and sewer supply is often a major determining factor for
economic development opportunities, it is important to continue improvements to the
City's existing water and sewer infrastructure and expansion of the system.
Unfortunately, the City of Copperas Cove continues to struggle with the costs of
complying with increasingly stringent federal and state unfunded mandated regulations.
Non-compliance with the mandated regulations only results in stiff fines from the
regulating agencies.

Revenues and expenses within the Water & Sewer Fund are also budgeted
conservatively and are consistently monitored by City staff for needed adjustments to
ensure that revenues always cover the cost of services being provided to utility
customers. The Water & Sewer Fund generates revenues primarily from the sale of
water and the collection and treatment of wastewater. Revenues are budgeted at
$9,354,300 for fiscal year 2009-10, which is $522,830 or 5.9%, higher than the amount
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of revenues budgeted in fiscal year 2008-09. The increase in revenue is attributed to
the recommended rate restructure for water and sewer services and the anticipated
$.02 increase in costs of water purchases as provided by Bell County Water Control
Improvement District (BCWCID).

The continued need to increase water and sewer rates over prior fiscal years, led City
staff to complete a review of the City’s existing rate structure and policies that negatively
impact the City’s ability to raise an appropriate level of water and sewer revenue to
offset the costs of providing such services. The recommendations by City staff were
approved in part by the City Council to include a $.10 increase in the water and sewer
consumption rates for all customers and the addition of an 8,000 gallon floor for sewer
winter averaging. The fee increases may seem unfair to the end user; however, the
City is responsible for the implementation of new conservation requirements resulting
from the passage of HB 4 and SB 3 during the 80" Legislative Session (2007). By
charging increased fees to the end users, the City is encouraging residents to use less
water, thus assisting with meeting the new conservation requirements.

Total expenses are budgeted at $9,508,004 which is $494,444 or 5.5%, more than the
amount that was budgeted in fiscal year 2008-09. The water and wastewater debt
service continues to experience significant increases as a result of the implementation
of a five year capital improvement program. The Water & Sewer Fund is also restricted
by the City’s fund balance policy. The ideal fund balance for the Water & Sewer Fund is
calculated at $1,770,706 for fiscal year 2009-10. The Water & Sewer Fund’s inability to
maintain ideal fund balance is the result of multiple instances including an accounting
error created in FY 2005, severe weather in 2007, the addition of an increased number
of positions over those proposed by staff in the FY 2009 Budget and continual increases
in debt service requirements resulting from debt issuances in 2001, 2003 and 2005. As
mentioned previously the issuance of debt to expand infrastructure is necessary to the
economic development opportunities; however, with continual unfunded mandates at
the state and federal levels, it is becoming increasingly difficult to raise enough
revenues to cover the costs associated with providing the services without increasing
user fees.

The FY 2009-10 Budget includes 47.25 positions in the Water & Sewer Fund for fiscal
year 2009-10. This represents no change in staffing levels compared to the level
authorized in the 2008-09 Adopted Budget.

Solid Waste Fund

The Solid Waste Fund is another enterprise fund within the City’s accounting system
that has been established to account for all revenues earned in the process of providing
solid waste collection, recycling and disposal services to the public. The City
implemented automation, recycling, disposal and mandatory waste reduction in 2000. A
front load automated collection system for commercial customers was implemented in
2004-05 without a rate increase. However, due to increasing operational costs related
to hauling and disposal, as well as, fuel and oil, the City did increase those rates in
fiscal year 2006-07. Rate increases for base service to residential and commercial
customers are included in the fiscal year 2009-10 Adopted Budget. During the budget
process, City staff reviews the existing fee structure to ensure the user fees charged
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recover the costs associated with providing the service. As such, a $1 per month
increase in residential fees results from the bulky white goods service provided at no
charge for three cubic yards or less, the fee for construction debris collection service is
a new fee and the increases in commercial customer service fees are required to
eliminate the inconsistent fee application based on the level of service provided. The
Solid Waste Fund is also bound by the City’s fund balance policy. As in prior fiscal
years, aged equipment is responsible for increased equipment maintenance costs.
These increases resulted in the decision to purchase equipment in fiscal year 2007-08
and 2008-09 through alternative funding and Council approved staff's recommendation
to continue that trend in fiscal year 2009-10. The ideal fund balance is calculated at
$748,743 for fiscal year 2009-10. The ending fund balance is budgeted to be $779,289,
which exceeds ideal fund balance by $30,546.

Revenues are budgeted at $3,078,164, which is $106,600, less than the amount
budgeted for fiscal year 2008-09. The decline in revenues is a result of troop relocation
from Fort Hood. Total expenses are budgeted at $3,109,195, which is $21,224 or less
than 1% lower than the amount that was budgeted in fiscal year 2008-09.

There are a total of 21.25 full-time employees included in the Solid Waste Fund budget
for fiscal year 2009-10. The fiscal year 2009-10 budget does not include the addition of
any new positions.

Golf Course Fund

Appropriations for the Hills of Cove Golf Course are established in the City’s third
proprietary fund. The challenge of making this activity a self-sustaining one is difficult at
best. This activity is vulnerable to uncontrollable weather conditions, competition from
other area golf courses, a limited budget and many other factors, such as Fort Hood
troop deployments, directly impacting its success. During fiscal year 2006-07 City staff
reviewed and implemented various costs reducing measures to improve the financial
position of this fund and few short years later realized the need to implement further
changes. The fiscal year 2009-10 Adopted Budget includes a reduction in force of 5
full-time equivalent positions. To ensure service levels are not compromised, the Parks
& Recreation administrative staff members have relocated to the golf course and the
employees of the Golf Course and Parks and Recreation staff are being crossed-trained
to ensure coverage for golf course operations.

Revenues for this fiscal year are budgeted at $646,175, which is $250,810 or 28%,
lower than the amount that was budgeted in fiscal year 2008-09. The decrease is
considered more realistic conservative budgeting based on historical data. A subsidy
will not be provided from the General Fund in fiscal year 2009-10. The objective has
been and will remain to be self-sustainment by the Golf Course Fund.

Expenses at the Golf Course are budgeted at $610,082, which is $269,925 or 31%,
lower than the amount budgeted in fiscal year 2008-09. Expenses are budgeted lower
than the amount of revenues expected to be generated. The fund balance policy also
applies to this fund; however, achieving ideal fund balance will not be possible this fiscal
year. Break-even point has long been, and will continue to be, a struggle for the Golf
Course operation. Once achieved, on a consistent basis, the next big challenge for the
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Golf Course Fund will be establishing a ninety day operating reserve. This is expected
to take several more years to accomplish. Ideal fund balance for this fund is $149,795.
Budgeted ending fund balance is ($113,973), which is ($263,767), less than the amount
necessary to achieve ideal fund balance. The Golf Course Fund is being and will
continue to be monitored closely to determine if further changes will be necessary
throughout the fiscal year.

The fiscal year 2009-10 Adopted Budget includes a total of 9.5 full-time equivalent
employees. This represents a decrease in total positions.

ADDITIONAL SIGNIFICANT ITEMS

Future Planning

During the 2009-10 fiscal year, it is anticipated that a number of City ordinances or
plans will be reviewed, revised and adopted by Council through the use of
recommendations from Council appointed Ad Hoc Committees or staff committees. The
ordinances and plans include, but are not limited to the Drainage Master Plan, Zoning
Ordinance, Sign Ordinance, Strategic Master Plan, Subdivision Ordinance and the
International Code Council (ICC) family of codes.

Continued planning for the future, is expected to render many rewards for the City of
Copperas Cove and ease the budget process with more clearly defined goals and
priorities set by the governing body.

2010-2014 Capital Improvement Plan

As outlined in the 2010-2014 Capital Improvement Plan, staff defined capital projects as
the purchase or construction of assets with a useful life exceeding at least one year or
greater. The guidelines for capital projects/expenses were relaxed during the first year
of implementation; however, in future years the guidelines will be enhanced based on
the feedback received during the multiple CIP workshops conducted with the governing
body. The City's first Five-Year Capital Improvement Plan was submitted to the City
Council in June 2009 and was adopted in October 2009 with Council appropriating
funds for projects included in fiscal year 2009-10.

The CIP includes projects from streets, fire, water, sewer, drainage, parks and general
government. The CIP document provides a large amount of detail (project description,
project justification, funding sources and uses and maps depicting the locale of the
project) designed to provide the governing body and citizens with valuable information
that will allow for constructive feedback to City staff.

Improvements identified in future years (2011-2014) were approved by the City Council
solely on a planning basis and did not receive expenditure appropriation.



The following projects are currently included in FY 2010 for appropriation:

Southeast Bypass (right-of-way and utility relocates)
Fourth Year Sewer Rehabilitation

Rolling Heights Drainage

Fire Station 2 Relocation (land acquisition)
Library Renovations

Martin Walker School Area Drainage
Bradford Drive Extension Phase |

Long Mountain Tank Rehabilitation

Taylor Mountain Tank Rehabilitation
Lutheran Church Road Improvements

Allin House Renovations

Civic Center Renovations

Expansion of Recycling Center Phase Il
Transfer Station Renovation

Transfer Station Tipping Floor Resurfacing
South Park Pool Renovations

o 11™ 13™ & 15" Streets Waterline Replacement
West Clarifier Retrofit

Compost Renovations

Northeast Bypass (State Highway 9)
Northeast Sewer Line

Allen Street Waterline Upgrade

S. 25™M to 31 Street Drainage Improvement
Document Management

Curry Street Drainage

Parks Needs Assessment

The City continues to focus on projects that will achieve its top ten goals. During the
2003-04 fiscal year, the City completed a needs assessment study for a new police
department building and in fiscal year 2005-06 limited tax notes were issued for the
purchase of land and architect fees for the facility. In May 2007, debt was issued for the
construction of the new facility. As of this writing, land acquisition and project design
are complete. Construction began early January 2009 and the project remains on
schedule for completion in early 2010.

Additionally, the City continues to focus on park and recreation facilities located in the
City. Funding for Park Needs Assessment was appropriated with the adoption of the FY
2010 CIP and is included in the FY 2009-10 Adopted Budget in the Recreation Activities
Fund. The assessment is expected to provide valuable information for the Parks
projects included in the Five-Year CIP.

Several projects, including the Southeast Bypass, Northeast Bypass, Lutheran Church
Road Reconstruction and Northeast Sewer Line projects, are planned for the future that
will positively impact economic development in Copperas Cove. With the promotion of
economic development activities as a Council top ten goal, City staff will continue to
focus efforts that ensure this goal is achieved.
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Protecting the City’s Most Valuable Asset — City Employees

On behalf of the City staff and myself, 1 want to thank the City Council for your
continued support. In the past several years the City has aggressively and
progressively improved its financial condition while developing immediate and long-term
goals. The available resources are not present to meet all of the recognized needs;
however, City staff continues to provide quality services to our citizens. The continued
support of the City Council and development of short-term and long-term goals is critical
to the future success of this community. Over the next fiscal year, City staff looks
forward to continuing its efforts in working with the City Council and citizens to make
decisions and develop plans that will have a positive and lasting impact on our
community.

Sincerely,

(adrco a-Oror—

Andrea M. Gardner
City Manager
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Citizens of Copperas Cove
29,988* Citizens

i [ - g
City of Copperas Cove Mayor & City Council
FTE: 0 Exp: $41,399
City Attorney City Secretary City Manager Municipal Judge Assoc. Municipal
(Contract) FTE: 2 FTE: 3 (Contract) Judge (Contract)
Exp: $87,922 Exp: $151,726 Exp: $279,106 Exp: $32,500 Exp: $3,500
Engineering***
Humiggjssources ETE: 2
Exp: $298,512 Exp: $155,898
Public Affairs Office Municipal Court*™*
FTE: 1 FTE: 7
Exp: $113,394 Exp: $379,840
Police Finance Public Works Community Services| Fire
FTE: 73.5 FTE: 7 FTE: 2.25 (Parks & Recreation) FTE: 53
Exp: $4,806,008 Exp: $712,536 Exp: $176,419 FTE: 21 Exp: $3,282,595

Animal Control
FTE: 5
Exp: $236,196

Solid Waste Operations
FTE: 4.25
Exp: $237,711

Exp: $1,067,763

FTE: 7.5
Exp: $879,014

Streets Department

Water Distribution
FTE: 11
Exp: $1,330,869

Information Systems
— FTE: 3
Exp: $237,163

Solid Waste Residential
FTE:4
Exp: $354,113

Library
FTE: 10
Exp: $551,737

Emergency Mgmt.
FTE: 0
Exp: $7,359

Drainage
FTE: 6.5
Exp: $372,897

Sewer Collection
FTE: 9
Exp: $567,181

Solid Waste Recycling
FTE: 2
Exp: $154,731

Golf Operations

FTE: 3.5 _

Exp: $213,496

Fleet Services
- FTE: 5
Exp: $254,048

Wastewater Treatment
FTE: 11
Exp: $1,326,062

Solid Waste Brush / Bulk
FTE: 2
Exp: $159,075

- FTE: 2
Exp: $104,634

Facility Maintenance

Composting

FTE: 3 -

Exp: $185,655

Solid Waste Commercial
FTE: 4
Exp: $376,459

FTE: 11
Exp: $595,717

Utility Administration

Planning
FTE: 1
Exp: $102,169

Solid Waste Disposal
FTE: 5
Exp: $1,177,501

KCCB
FTE: 0
Exp: $26,639
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Building & Development

FTE: 4
Exp: $278,868

Golf Concessions
FTE: 0
Exp: $38,090

Golf Maintenance
FTE: 6
Exp: $347,593

Mayor

City Manager
* 2003 Census Data

Code & Health Compliance

FTE: 4
Exp: $221,311

John Hull
Andrea M. Gardner

** Contract Prosecutor services included.
*** City Engineer serves as City Planner with
support from Contract Planning Consultant.



City of Copperas Cove
2009-2010 Annual Budget
Organizational Matrix — Department/Division Assignment by Fund

This annual budget is presented by fund. This matrix shows the assignment of departments by fund within the budget. Listed across the top of the matrix are the operating
funds. The departments are shown in the left column of the matrix. The divisions are listed within the matrix as they correspond to their present department and operating fund.

Department General Fund Water & Sewer Solid Waste Golf Course Drainage
Fund Fund Fund Utility Fund
City Council
CITY MANAGER City Manager’s Office
Municipal Court
Public Affairs Office
FINANCE Finance SW Operations
SW Recycling
SW Residential
SW Commercial
SW Brush/Bulk
SW Disposal
KCCB
FIRE Fire
Emergency Mgmt.
Building & Development
Code & Health Compliance
PUBLIC WORKS Streets Public Works Drainage
Fleet Services Water Distribution
Facility Maintenance Sewer Collection
Planning Wastewater Treatment
Composting
Utility Administration
HUMAN RESOURCES Human Resources
ENGINEERING Engineering
POLICE Police
Animal Control
Information Systems
COMMUNITY SERVICES Parks & Recreation Golf Operations
Library Golf Concessions
Golf Maintenance
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FY 2009-10
BUDGET OVERVIEW

e Maintain or reduce the
property tax rate.

e Improve land developer
relations.

[ ]
@ : Vision Statement
[ ]
e  The vision of Copperas Cove is
s to foster the highest quality of
e life enabling all citizens to work,
: play and grow in a protected and
Copperas Cove: roweneemomn
.
. o Mission Statement
Head for the Hills :
e  The mission of the City of Cop-
...0.................O............: peras_Covel§t0prQVIdeexcel-
e lence in public service to meet
® the needs of our diverse commu-
QHUUUUUUUUUUUUUUUUUUUUUUUUUD: nity through quality customer
= Copperas Cove Elected Officials e services while exercising cost
E : effective management and main-
S John Hull Frank Seffrood e taining fiscal responsibility.
[
E Mayor Mayor Pro Tem :
E . Top 10 Goals
= Cheryl L. Meredith Danny Palmer : « Ensure continued quality
5 Council Member Council Member : public safety.
= * « Improve and expand City
5 Charlie Youngs Bill L. Stephens ° infrastructure.
E Council Member Council Member : e Promote economic develop-
= ° ment activities.
E Chuck Downard Willie C. Goode : e Continued support of the
= Council Member Council Member : Combined Image Campaign.
E ° e Expand parks and recreation
] . : programs and construct a
i Copperas Cove Appointed Officials o multi-purpose facility.
[
E ° e Retain and attract quality
Andrea M. Gardner Charles E. Zech : employees.
= City Manager City Attorney ° e Enhance solid waste
E : programs.
= Jane Lees William Price ® .« Support non-municipal
= City Secretary Municipal Judge . community youth programs.
= [ J
L] °
[ ]
[
[
[ ]
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FY 2010 Budget Calendar

April 8, 2009 - Budget Kickoff
Meeting with City Departments.

May 4, 2009 - Revenue forecasts
due.

May 7-14, 2009 - First Round
Department Meetings with City
Manager.

May 8, 2009 - Base Budget Re-
quests due to Finance.

May 22, 2009 - New Program
Budget Requests due to Finance.

June 8-12, 2009 - Second Round
Department Meetings with City
Manager.

June 12, 2009 - Elected officials’
budget survey due to City Man-
ager.

July 21, 2009 - City Manager pre-
sents Proposed Budget to City
Council.

July 27, 2009 - Chief Appraiser cer-
tifies approved appraisal roll.
August 3, 11, & 18, 2009 - City
Council Workshops to discuss Pro-
posed Budget.

August 18, 2009 - Public Hearing
on City Manager’s Proposed
Budget.

August 25, 2009 - First Public
Hearing on Tax Rate

September 8, 2009 - Public Hear-
ing on changes to the Proposed
Budget.

September 8, 2009 - Final Public
Hearing on Tax Rate.

September 15, 2009 - Approval of
Budget, City’s Fee Schedule, and
Tax Rate for Fiscal Year 2010.

October 1, 2009 - Fiscal year 2010
begins.

FY 2010 Budget Approved by Copperas
Cove Elected Officials

On September 15, 2009 the members of the Copperas Cove
City Council voted to approve the Annual Budget and Plan
of Municipal Services for fiscal year 2009-10. City Council
adopted a new tax rate equal to $.76 per $100 of assessed
valuation. This reflects a $.02 cent tax rate increase in fiscal
year 2009-10. The tax rate is comprised of two compo-
nents, maintenance & operation rate and the interest & sink-
ing rate. The $.02 cent increase reflects an increase of
$.00037 for maintenance and operations and a $.01963 for
interest and sinking requirements. The revenue generated
by the maintenance & operation rate is used to fund the ex-
penses associated with general government activities and
the revenue generated by the interest & sinking rate is re-
quired by law to be used for payment of both principal and
interest due in the current year for the outstanding govern-
mental debt. One cent on the tax rate is equal to $113,691.

The City’s total budget equals $40,232,426. The General
Fund is the main operating fund of the City and was adopted
with revenues totaling $14,496,525. Taxes, which include
both property taxes and sales taxes, comprise 75.0% or
$10,879,365 of the total General Fund revenue. The total
revenue budgeted in the General Fund includes revenues
similar to previous fiscal years and expected revenues from
the approved fee increases and an increase in the County
EMS agreement. (Please see the appendix for the new fee
schedule). Total expenses for the General Fund equal
$14,962,574. Police protection utilizes 32 cents of every tax
dollar, fire and EMS services utilize 22 cents of every tax
dollar, parks & recreation activities utilize 7 cents of every
tax dollar and library services utilize 4 cents of every tax dol-
lar. The Planning Department was restructured at the end of
FY 2009. The Director of Development Services position
was deleted and the GIS Technician reports to Public
Works. The Administrative Assistant was reclassified and
moved to the City Manager’s office. In FY 2010, the Build-
ing and Development Department reports to the Fire Depart-
ment. Code and Health Compliance also reports to the Fire
Department through the Chief Building Official. The Man-
agement Analyst/Risk Manager reports to the Human Re-
sources Department.

Page 4



In an effort to keep cost down and to maintain the ideal fund balance, no merit or COLA increase was
budgeted in fiscal year 2009-10. The general fund maintains a fund balance above the 25% reserve
fund balance as per the City ordinance. As approved by City Council, capital outlay and debt service
was removed from the Ideal Fund Balance calculations in all major funds of the City to include the Gen-
eral Fund, Water and Sewer Fund, Solid Waste Fund, and Golf Course Fund.

In fiscal year 2009-10, the budget includes an increase in the water and sewer rates. The rate for water
increased by $.10 per 1000 gallons. The sewer rate increased by $.10 per 1000 gallons and the sewer
winter averaging calculation for residential customers was updated to include an 8,000 gallon floor. The
Water & Sewer Fund budget totaled $9,508,004 with revenues budgeted at $9,354,300. Escalation of
debt service is expected to continue over the next several years. The Water and Sewer Fund budget
does not meet ideal fund balance, however, is very close and should achieve the ideal fund balance next
fiscal year. In fiscal year 2009-10, the Utility Administration department will report to Public Works.

The Solid Waste Fund total budget is $3,109,195 for fiscal year 2009-10. Revenues total $3,078,164,
with Garbage Collection Fees comprising just over 80% of the total revenues. The solid waste rates for
the 96 gallon container were increased by $1 per month for residential and commercial rates were
aligned based on the service received. For fiscal year 2009-10, one Solid Waste Driver was reclassified
to a Lead Driver, and the Mechanic/Assistant Supervisor of Operations position was reclassified to a Me-
chanic. Projected ending fund balance is $779,289, which meets the 25% reserve ideal fund balance
requirement.

M\
City of Copperas Cove

The revenues are budgeted in the Golf Course Fund at $646,175 which is 14.3% above prior fiscal year
projections and 28.0% below prior year budget. Expenses are budged at $610,082 which includes pay-
ing for the funds own debt service payments for all new debt that is included in the 2008 and 2008A Tax
Notes. The Golf Course underwent a major restructuring in fiscal year 2008-09 in order to cut costs and
take steps toward achieving a positive fund balance. Three part-time golf course attendants, five food
and beverage workers, and a laborer position were deleted in fiscal year 2009-10. No employees will be
assigned to Golf Course Concessions in fiscal year 2009-10; Golf Course Operations’ staff will provide
grab and go concessions to Golf Course patrons. Staff continues its efforts to attract visitors to the
course by continuing to monitor the activities of the golf course without jeopardizing noticeable pro-
gress/improvements made over past fiscal years. It is expected the Golf Course Fund will become self
sufficient in future years.

In the “Other Funds” section, the Debt Service Fund revenues consist of ad valorem taxes and interest
earnings. This fund is used to record income sources used to make the debt service payments required
for prior bonds issued. Fiscal year 2009-10 debt service payments include payments for General Obliga-
tion debt and Tax Notes that were issued in September 2009 for expenditures associated with Lutheran
Church Road, Police Facility, South Park Pool renovations and a Fire Apparatus.

The Special Revenue Funds consist of the Drainage Utility Fund, the Municipal Court Funds, the Recrea-
tion Activities Fund, the Cemetery Fund, the Hotel Occupancy Tax Fund, the Library Gifts & Memorials
Fund and the Animal Shelter Fund. A detailed description of each fund is located in the “Other Funds”
section of this document.
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The Drainage Utility Fund revenues consist of drainage utility charges and interest earnings. The total
revenue budgeted for fiscal year 2009-10 is $875,800. The revenue sources in this fund are used to pro-
vide maintenance of existing drainage facilities, cover the debt payments required on prior issued debt,
and the construction of capital improvement projects. The Drainage Fund budget totals $1,096,450 and
includes funding for capital improvement projects to include South 25th to 31st Street Drainage, Curry
Street Drainage, and Rolling Heights Drainage. The severe weather events during fiscal year 2006-07
highlighted the need for drainage projects in several areas of the City. For future planning purpose, the
City staff prepared and the governing body adopted a Five-Year Capital Improvement Plan that includes
several drainage projects. No additional positions were added in the Drainage Fund fiscal year 2009-10
budget.

v

g g

\

The Hotel Occupancy Tax Fund is used to account for hotel occupancy taxes collected from each hotel
within the City limits. The revenue resources of this fund, including interest earnings, must be utilized for
specific purposes according to State Law. State Law requires every expenditure to directly enhance and
promote tourism and the convention and hotel industry, and every expenditure must clearly fit into one of
six statutorily provided categories. The six categories include (1) funding the establishment, improve-
ment, or maintenance of a convention center or visitor information center, (2) paying the administrative
expenses for facilitating convention registration, (3) paying for advertising, solicitations, and promotions
that attract tourists and convention delegates to the city or its vicinity, (4) expenses that promote the arts,
(5) funding historical restoration or preservation programs, and (6) funding costs in certain counties to
hold sporting events that substantially increase hotel activity. Please review Chapter 351 of the Tax
Code for further details regarding the authorized use of hotel occupancy tax. Funding for the Chamber of
Commerce to generate tourism within the City, for the Copperas Cove Downtown Association to promote
Krist Kindl Markt and the City’s Birthday Celebration, for the C.H.A.M.P.S. (Communities Helping Ameri-
cans Mature Progress and Succeed) to promote the Heart of Texas Bowl, for the Copperas Cove Coun-
try Opry, and new debt service payments for the Civic Center and Allin House renovations are provided
in the FY 2010 Budget.
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Funding in the FY 2010 Budget for the projects listed below is provided for
through the various Capital Project Funds. The list of projects that follows
is not all inclusive, however a complete accounting for all capital projects
funds is located in the “Capital Improvements” section of this document and
in the new Five-Year Capital Improvement Plan.

The 2001 Certificates of Obligation includes funding for the Reliever Route
project which has been under development and in the planning stages
since 1987. The total project is estimated to be $55 million (including right-
of-way acquisition) and cover 6.2 miles.

The 2006 Limited Tax Notes includes funding for the land purchase, design
and architecture services for the new police facility.

The 2007 Certificates of Obligation include funding for the construction of
the new police facility. Construction began January 2009; the anticipated
project completion is February 2010. The estimated utility cost for the po-
lice facility is included in the fiscal year 2009-10 operating budget.

The 2008 Limited Tax Notes include funding for library renovations, land
purchase of approximately 4 acres for the relocation of fire station number
two, new golf cart storage facility, and funding for the Rolling Heights drain-
age project.

The 2008A Limited Tax Notes include funding for Bradford Drive road ex-
tension, CitySmart lighting upgrade, wastewater clarifier retrofit, Martin
Walker area drainage, recycling center expansion project and water tank
rehabs.

The 2009 General Obligation Bonds were issued in September 2009. The
new debt includes funds for the completion of the Police Facility and the
Lutheran Church Road street and drainage project.

The 2009 Limited Tax Notes were issued in September 2009. The new
debt includes funding for a Fire Apparatus, South Park Pool renovations, a
Vac-con Truck for the Sewer department, Wastewater West Clarifier Retro-
fit, Long Mountain Tank Rehab, Transfer Station Renovations and Transfer
Station Tipping Floor Resurfacing, Phase |l of the Recycling Center Expan-
sion, and renovations to the Allin House and the Civic Center.

Further details regarding capital improvements and funding for those im-
provements is located in the Capital Improvements section of this docu-
ment and in the new Five-Year Capital Improvement Plan.
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Copperas Cove

Head for the Hills

“She City of Fove Il

Copperas Cove, Texas is located in the heart of Central Texas, neighbors Fort Hood and is just 65 miles
North of Austin, the State Capital of Texas. Copperas Cove is located among three counties—Bell, Cory-
ell and Lampasas. US Highway 190 is the major thoroughfare in the City of Copperas Cove, once spelled
Coperas Cove. The name “Coperas Cove” was inspired by the copper taste of the water from a nearby
spring. In the late 1870s, residents applied for a post office under the name of Cove. The name of Cove
was rejected by the postal service since another Texas post office existed with that name. The name
Coperas Cove was later submitted and a post office was established in 1879, with Marsden Ogletree
serving as postmaster. The spelling of the name of the City was changed to Copperas Cove in 1901.
The residents of Copperas Cove elected its first Mayor in 1913 and in the late 1940s the United States
Government located a military training facility known as Camp Hood in Bell and Coryell counties. This
facility helped provide a much needed boost to Copperas Cove. The military established Fort Hood as a
permanent base in 1950. Job opportunities at Fort Hood and military personnel retiring from the military
choosing to remain in the area helped bring about the population growth in Copperas Cove. Copperas
Cove is the largest municipality in Coryell County with a 2009 estimated population of 29,988. Copperas
Cove is approximately 17.1 square miles, with 13.6 square miles located in Coryell County. Copperas
Cove’s crime rate of 3,674 per 100,000 is among the lowest in the Central Texas area and is below the
state crime rate of 4,495. The 2009 estimated median household income is $49,638 and the average
home market value is $93,475. The major employers in the area are Central Texas College with 1,798
employees, City of Copperas Cove with 303 employees, Copperas Cove ISD with 1,300 employees, Fort
Hood Civilian (federal and contract) with 17,098 employees, Fort Hood (military soldiers) with 44,000 em-
ployees, GC Services (credit collection agency) with 1,200 employees, H.E.B. Grocery Store with 145 em-
ployees, Hill Country Rehabilitation with 80 employees, Metroplex Hospital with 1,000 employees, Texas
A&M University - Central Texas with 90 employees, Wal-Mart Supercenter with 400 employees, and
Windcrest Nursing Center with 101 employees.

Copperas Cove is home to Copperas Cove ISD and the Copperas Cove Bull Dawgs. Copperas Cove ISD
consists of 12 campuses, with eight of the twelve schools being elementary schools that serve pre-
kindergarten through fifth grade, two junior high schools that serve sixth, seventh and eighth grades, an
alternative learning center, and Copperas Cove High School. Copperas Cove High School has served as
a Texas mentor school since 1993 because of its innovative education and social programs. Educators
from across the state regularly visit CCHS to learn more about its programs and services. CCISD is a
Recognized Rated District that includes 3 Exemplary Campuses. In the 2008-09 school year, each cam-
pus and the district made great improvements in all areas of the Texas Assessment of Knowledge and
Skills (TAKS).
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FUND ACCOUNTING

The City of Copperas Cove utilizes fund accounting as prescribed by the
Governmental Accounting Standards Board. Fund accounting consists of
three fund types: governmental, proprietary and fiduciary. Of the three
fund types, the City of Copperas Cove utilizes governmental and proprie-
tary fund types. Governmental fund types are comprised of a general
fund, special revenue funds, debt service funds, nonexpendable trust
funds, and capital projects funds. Proprietary fund types include enter-
prise funds and internal service funds. Fiduciary fund types include
agency funds, expendable trust funds, investment trust funds and pen-
sion trust funds. The City’s governmental funds include:

General Fund: This fund is the primary operating fund of the City
and is used to account for all financial resources not restricted to
special or specific projects and/or funds that are not required to be
accounted for in a different fund. The primary funding sources are
property tax, sales tax and franchise fee revenues. Other re-
sources are derived from fines and fees, permits and licenses,
and intergovernmental receipts. Expenditures are incurred as re-
sult of services provided to the citizenry. These services include,
but are not limited to, fire and polices protection, parks and rec-
reation facilities and activities, code enforcement, and infrastruc-
ture maintenance.

Special Revenue Funds: These funds are budgeted to account
for revenue sources that are designated for specific purposes.
This includes hotel occupancy taxes collected, which are used to
promote tourism, preserve historical sites, and promote the arts.
It also includes drainage utility fees collected to complete drain-
age maintenance.

Debt Service Fund: This fund is used for the accumulation of re-
sources (property tax revenue) necessary in paying the City’s an-
nual debt service requirements (principal & interest) related to
general obligation debt. The City of Copperas Cove accounts for
all interest and sinking fund requirements related to governmental
fund types in one debt service fund.

Capital Projects Funds: These funds are created to account for
the financial resources used for the acquisition of fixed assets
and/or construction of major capital projects in tax supported ar-
eas (i.e. police, fire, streets, parks and library).
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The City’s proprietary funds include:

Enterprise Funds: Funds established to account for the operations financed and operated in a
manner similar to private business enterprises. In this case, the governing body intends that the
costs of providing goods and services to the general public on a continuing basis be financed and
recovered primarily through user charges. Furthermore, the funds were established because the
governing body has decided that periodic determination of revenues earned, expenses incurred
and/or net income is appropriate for capital maintenance, public policy, management control, ac-
countability or other purposes. The City of Copperas Cove maintains three different enterprise
funds: a water & sewer fund, a solid waste fund and a golf course fund. Following is a chart that
depicts the fund structure for the City of Copperas Cove.

City of Copperas Cove

Fund Structure

[ Governmental ]

[ Propr

ietary ]

[ General Fund ]

\.

Debt Service Fund]

Vs

[ Capital Projects ]

Special Revenue }

[ Enterprise Funds ]

Funds J Funds
\\
( N
2001 Certificates
of Obligation Animal Shelter s _ N
\ J| Donations Fund Recreation
- ~N | Activities Fund
2003 Certificates . Y
of Obligation (" i ) P .
Drainage Utility
- J
h . Fund Cemetery Fund
2006 Tax Notes | \. J . )
; ~N [ . é . .
2007 Certificates || Municipal Court Library Gifts &
of Obligation Funds Memorial Fund
\ ° )~ - J
'd N s \
2008 Tax Notes Hotel Occupancy
) / — Tax Fund
'd N _ j
2008A Tax Notes r —
) Court Efficiency
e ~N ~
2009 General Court Security
] Obligations L )
. J - \
, Court Technology
| 2009 Tax Notes ] L

Note: The 2001 & 2003 Certificates of Obligation, 2008 &
2008A Tax Notes, and 2009 General Obligations & Tax Notes
were issued for both tax supported (governmental) and enter-
prise fund projects, thus they appear under each fund type on
this organizational chart.
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Basis of Accounting

The City of Copperas Cove utilizes the modified accrual basis of accounting for all governmental
fund types and the full accrual basis of accounting for proprietary funds as promulgated by the Gov-
ernmental Accounting Standards Board (GASB) and the Financial Accounting Standards Board
(FASB). Nevertheless, there are differences between Generally Accepted Accounting Principles
(GAAP) and the manner in which the City’s budget is developed. These differences are primarily
made up of basis differences, perspective differences and in some cases timing differences. En-
cumbrances, for budgetary purposes, at year end are viewed as expenditures for the current year
because they were budgeted as such; however, for GAAP purposes they are not recognized as ex-
penditures until a liability is incurred. This causes both a basis difference as well as a timing differ-
ence between the budget basis and GAAP basis of accounting.

The City budgets certain capital projects for enterprise funds in separate capital projects funds. This
causes a perspective difference between budget and GAAP because for GAAP purposes these
funds are combined and accounted for as one fund. This form of budgetary accounting also pre-
sents a basis difference.

As mentioned above, governmental fund types are accounted for on the modified accrual basis of
accounting which recognizes revenues when they are “susceptible to accrual.” “Susceptible to ac-
crual” means that the revenue is both measurable and available. Available means that the revenues
are collectible in the current period or soon enough thereafter (generally within 60 days after the end
of the current fiscal year) to be used to pay liabilities of the current period. Expenditures, not ex-
penses, are recognized when incurred except for (1) inventories of materials and supplies that may
be considered expenditures either when purchased or when used, and (2) prepaid insurance and
similar items that may be considered expenditures either when paid or consumed. Additionally,
these fund types operate under a flow of financial resources measurement focus which inhibits them
from recognizing depreciation expense, bad debt expense or accounting for any long term debt or
fixed assets. Long term debt and fixed assets of governmental fund types are accounted for in two
account groups, the general long term debt account group and the general fixed asset account
group respectively.

Proprietary fund types are accounted for on the full accrual basis of accounting where revenues are
recognized when earned and expenses, not expenditures, are recognized when incurred. In addi-
tion, these fund types operate under a flow of economic resources measurement focus which re-
quires them to recognize the effects of depreciation expense and bad debt expense as well as ac-
count for long term debt and fixed assets.

According to GASB a “fund” is a fiscal and accounting entity with a self-balancing set of accounts in
which cash and other financial resources, all related liabilities and residual equities, or balances, and
changes therein, are recorded and segregated to carry on specific activities or attain certain objec-
tives in accordance with special regulations, restrictions or limitations.
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FY 2009-10 Budget Process

FY 2009-10 Budget Kickoff ’ Revenue } Budget } Budget ’ Budget

Process STEPS Meeting Forecasts Requests ": Presentation”, Adoption
Mandatory Departmental Departments City Manager & Multiple Budget
Budget with revenue prepare and Director of Workshops are
Instruction generating submit the Financial conducted with
Meeting held abilities review following: Services Staff & City
with staff that current year-to- *Budget conduct budget Council
will play an date actuals Requests for meetings with
instrumental and develop New Programs, departments. Public Hearings
role in projections for Personnel, on the
completing the year end. Fleet, & Capital Finance Proposed
budget process. Improvement Department Budget, Tax

Director of Programs. compiles all Rate, &
Optional Financial *Department approved Changes in the
Tutorial Services Program requests and Proposed
Workshops prepares Descriptions, prepares Budget are
conducted by revenue Accomplishmen proposed conducted.
Finance forecasts for ts, Objectives budget.
Department upcoming fiscal and City Council
Staff. year based on Performance City Manager adopts FY 2009
trends and Measures. prepares City Budget.
historical data. Manager’s
Letter & Budget
Presentation.

GOALS Provide Provide Submission of ;| Presenta Adoption of a
meaningful revenue fully budget that is budget that is
instruction to : forecasts that justifiable supported by considered to
staff that will will aid in requests that proper be in the best
result in determining have a direct documentatio interest of the
justified the availability : link to the n, plans and City.
requests. of funds for goals & linked to the

. the next fiscal objectives Goals, Vision
Staff is L
. year. and & Mission
required to
L performance Statement of
provide link . .
Provide measures. the City and
between . -
revenue City Council.
requests, L.
projections
goals &
L that are
objectives, .
neither too
and -
conservative
performance .
or liberal.
measures.
DUE DATE April 8,2009 [:> May 4, 2009 [> May 8 & 22, [:> July 21, [:> September 15,
2009 2009 2009
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City of Copperas Cove
FY 2009-10 Budget Calendar

Date Council Required Activity Legal Requirement
Meeting Reference
April 8, 2009 Budget Kickoff Meeting for City Departments
May 4, 2009 Revenue Forecasts for FY 2009-10 Due to *City Charter
Finance Article VI, Sec 6.03
May 4, 2009 FY 2008-09 Revenue and Expenditure *City Charter
Projections Due to Finance Article VI, Sec 6.04
May 7-14, 2009 Budget Meetings with City Manager to Review |*State Statute
Revenue Forecasts and Expenditure Sec 102.004
Projections.
May 8, 2009 Base Budgets Due to Finance *City Charter
Article VI, Sec 6.04
*State Statute
Sec 102.002
May 14, 2009 Budget Kickoff Meeting for Non-City
Organizations
May 22, 2009 Department Program Descriptions, Goals &  [*City Charter
Achievements, New Position Requests, Article VI, Sec 6.04
Supplemental Requests, Fleet Requests &
Priority Summary Due to Finance
June 8-12, 2009 Budget Meetings with City Manager to Discuss|*State Statute
Budget Submission including New Program  [Sec 102.004
Requests
June 11, 2009 Budget Requests from Non-City Organizations
Due to City Finance Department
June 2, 2009 Budget Survey Provided to City Council
Members
June 12, 2009 Budget Survey Due Back to Finance/City
Manager from City Council Members
July 10, 2009 Proposed Budget Due to City Manager from
Finance
July 21, 2009 Council Presentation of FY 2010 Proposed Budget by |*City Charter
Workshop |City Manager Article VI, Sec 6.02
& 6.05
*State Statute
Sec 102.001,
July 21, 2009 FY 2010 Proposed Budget Filed with City *City Charter
Secretary Article VI, Sec 6.05
*State Statute
Sec 102.005
July 21, 2009 Council Set Public Hearing on Proposed Budget for  |*City Charter
Meeting  |August 6, 2009 Article VI, Sec 6.06
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City of Copperas Cove
FY 2009-10 Budget Calendar

Date Council Required Activity Legal Requirement
Meeting Reference
July 27, 2009 Chief Appraiser Certifies Approved Appraisal |*Texas Property Tax
Roll Code 26, Article VIII
Sec 21
July 31, 2009 Publication of Effective and Rollback Tax *Texas Property Tax
Rates, Statements, and Schedules Code 26, Article VIII
(Tax Collector prepares for newspaper) Sec 21
August 3, 2009 Special Budget Workshop (Departmental
Council Presentations)
Workshop
August 7, 2009 Publish Notice of Public Hearing on Proposed [*City Charter
Budget Article VI, Sec 6.06
*State Statute Sec
102.006
August 7, 2009 Public Notice of Meeting to Discuss Tax Rate [*Texas Property Tax
Code 26, Article VIII
Sec 21
August 11, 2009 Special Discuss Tax Rate *Texas Property Tax
Council Code 26, Article VIII
Workshop Sec 21
(5:30pm)
August 11, 2009 Special Take a recorded vote on tax rate and set date [*Texas Property Tax
Councill to adopt the tax rate Code 26, Article VIII
Meeting Sec 21
August 11, 2009 Special Set Public Hearings on the Tax Increase for |*Texas Property Tax
Council August 25, 2009 and September 8, 2009 Code 26, Article VIII
Meeting Sec 21
August 11, 2009 Special Set meeting to Adopt Tax Rate for September |*Texas Property Tax
Council 15, 2009 Code 26, Article VIII
Meeting Sec 21
August 11, 2009 Special Budget Workshop (Non-City Organization
Council Presentations)
Workshop
(7:00pm)
August 14, 2009 Publication of “Notice of Public Hearing on *Texas Property Tax
Tax Increase” Code 26, Article VIII
(Include on channel 10 and website) Sec 21
August 18, 2009 Council Budget Workshop
Workshop
August 18, 2009 Council Public Hearing on Proposed Budget *City Charter
Meeting Article VI, Sec 6.07

*State Statute
Sec 102.006
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City of Copperas Cove
FY 2009-10 Budget Calendar

Date Council Required Activity Legal Requirement
Meeting Reference
August 21, 2009 Public Notice for First Public Hearing on Tax |*Texas Property Tax
Increase Code 26, Article VIII
Sec 21
August 25, 2009 Special Review City Council Recommended Changes [*Article VI, Sec 6.08
Council to the Proposed Budget
Workshop
August 25, 2009 Special First Public Hearing on Tax Increase *Texas Property Tax
Council (Must be a Separate Council Meeting) Code 26, Article VIII
Meeting Sec 21
August 28, 2009 Public Notice of the Changes to the Proposed |[*Article VI, Sec 6.08
Budget with Notification of Public Hearing on
September 8, 2009
September 4, 2009 Public Notice for Second Public Hearing on *Texas Property Tax
Tax Increase Code 26, Article VIII
Sec 21
September 4, 2009 Publication of “Notice of Tax Revenue *Texas Property Tax
Increase” Code 26, Article VIII
(Tax Collector prepares for newspaper) Sec 21
September 8, 2009 Special Public Hearing on Changes to Proposed *City Charter
Council Budget Article VI, Sec 6.08
Meeting
September 8, 2009 Special Second Public Hearing on Tax Increase *Texas Property Tax
Council (Must be a Separate Council Meeting.) Code 26, Article VIII
Meeting Sec 21
September 11, 2009 2nd Publication of “Notice of Tax Revenue *Texas Property Tax
Increase” Code 26, Article VIII
(Tax Collector prepares for newspaper) Sec 21
September 11, 2009 Public Notice for Meeting to Adopt Tax Rate |*Texas Property Tax
Code 26, Article VIII
Sec 21
September 15, 2009  |Council Adoption of FY 2010 Proposed Budget *City Charter
Meeting Article VI, Sec 6.09
& 6.10
*State Statute
Sec 102.007
September 15, 2009  |Council Action on Amending the City's "Fee Schedule"
Meeting Ordinance
September 15, 2009  |Council Adoption of 2009-10 Tax Rate *City Charter
Meeting Article VI, Sec 6.10
September 15, 2009  [Council Ratify the Vote Approving and Adopting the  |*City Charter
Meeting Budget and the Vote to Adopt the Tax Rate  |Article VI, Sec 6.10
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Local
Government
Code Section

102.001

102.002

102.003(a)

102.003(b)

102.004

102.005

State Statutes — Local Government Code

Title

Budget Officer

Annual Budget
Required

Itemized Budget;
Contents

Itemized Budget;
Contents

Information
Furnished by
Municipal Officers
and Boards

Proposed Budget
Filed with
Municipal Clerk;
Public Inspection

Statute

The City Manager of a council-manager form of
government serves as the budget officer.

Requires the budget officer of the municipality to
prepare, on an annual basis, a municipal budget
covering the proposed expenditures of the
municipal government for the succeeding year.

The budget officer shall itemize the budget to
allow as clear a comparison as practicable
between expenditures included in the proposed
budget and actual expenditures for the same or
similar purposes made for the preceding year.
The budget must show as definitely as possible
each of the projects for which expenditures are
set up in the budget and the estimated amount of
money carried in the budget for each project.

The budget must contain a complete financial
statement of the municipality that shows:

1. the outstanding obligations of the
municipality;

2. the cash on hand to the credit of each
fund;

3. the funds received from all sources during
the preceding year;

4. the funds available from all sources during
the ensuing year,

5. the estimated revenue available to cover
the proposed budget; and

6. the estimated tax rate required to cover
the proposed budget.

In preparing the budget, the budget officer may
require any municipal officer or board to furnish
information necessary for the budget officer to
properly prepare the budget.

a. The budget officer shall file the proposed
budget with the municipal clerk before the
30" day before the date the governing
body of the municipality makes its tax levy
for the fiscal year.

b. A proposed budget that will require
raising more revenue from property taxes
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Local
Government
Code Section

102.006

102.0065

State Statutes — Local Government Code

Title

Public Hearing on
Proposed Budget

Special Notice by
Publication for
Budget Hearing

Statute

than in the previous year must contain a
cover page with the following statement in
18-point or larger type: “This budget will
raise more total property taxes than last
year’s budget by (insert total dollar
amount of increase and percentage
increase), and of that amount (insert
amount computed by multiplying the
proposed tax rate by the value of new
property added to the roll) is tax revenue
to be raised from new property added to
the tax roll this year.”

. The proposed budget shall be available

for inspection by any person. If the
municipality maintains an Internet website,
the municipal clerk shall take action to
ensure that the proposed budget is posted
on the website.

. The governing body of a municipality shall

hold a public hearing on the proposed
budget. Any person may attend and may
participate in the hearing.

. The governing body shall set the hearing

for a date occurring after the 15" day after
the date the proposed budget is filed with
the municipal clerk but before the date the
governing body makes its tax levy.

. The governing body shall provide for

public notice of the date, time, and
location of the hearing. The notice must
include, in type of a size at least equal to
the type used for other items in the notice,
any statement required to be included in
the proposed budget under Section
102.005(b).

. The governing body of a municipality shall

publish notice before a public hearing
relating to a budget in at least one
newspaper of general circulation in the
county in which the municipality is located.

. Notice published under this section is in

addition to notice required by other law,
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102.007

State Statutes — Local Government Code

Adoption of Budget

except that if another law requires the
governing body to give notice, by
publication, of a hearing on a budget this
section does not apply.

Notice under this section shall be
published not earlier than the 30" or later
than the 10" day before the date of the
hearing.

. Notice under this section must include, in

type of a size at least equal to the type
used for other items in the notice, any
statement required to be included in the
proposed budget under Section
102.005(b).

. At the conclusion of the public hearing,

the governing body of the municipality
shall take action on the proposed budget.

. The governing body may make any

changes in the budget that it considers
warranted by the law or by the best
interest of the municipal taxpayers.

. Adoption of a budget that will require

raising more revenue from property taxes
than in the previous year requires a
separate vote of the governing body to
ratify the property tax increase reflected in
the budget. A vote under the subsection
is in addition to and separate from the
vote to adopt the budget or a vote to set
the tax rate required by Chapter 26, Tax
Code, or other law.
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Local Law — City Charter Article VI

Section 6.01

Fiscal Year

The fiscal year of the City of Copperas Cove shall begin the first day of October and shall
end on the last day of September of each calendar year. Such fiscal year shall also
constitute the budget and accounting year.

Section 6.02

Preparation and Submission of Proposed Budget

The city manager, between ninety (90) and sixty (60) days prior to the beginning of each
fiscal year, shall submit to the city council a proposed budget, which shall provide a
complete financial plan for the fiscal year and shall contain the following:

a. A budget message, explanatory of the budget, shall contain an outline of the
proposed financial policies of the city for the fiscal year, shall set forth the reasons for
salient changes from the previous fiscal year in expenditures and revenue items, and
shall explain major changes in financial policy.

A consolidated statement of receipts and expenditures of all funds.

An analysis of property valuations.

An analysis of the tax rate.

Tax levies and tax collections by year for at least five (5) years or, if records for five
(5) years are not available, for as many years as are available.

®cooo

f. General fund resources in detail.
g. Summary of proposed expenditures by function, department, and activity.
h. Summary of proposed expenditures by character and subject.

Detailed estimates of expenditures shown separately for each activity to support the
summaries numbers (g) and (h) above. Such estimates of expenditures are to
include an itemization of positions showing the number of persons having each title
and the rate of pay.
A revenue and expense statement for all types of bonds.
A description of all bond issues outstanding, showing rates of interest, date of issue,
maturity date, amount and authorized amount issued, and amount outstanding.
A schedule of requirements for the principal and interest of each issue of bonds.
A special funds section.

. The appropriation ordinance.
The tax levying ordinance.
A capital program, which may be revised and extended each year to indicate capital
improvements.
pending or in process of construction or acquisition and shall include the following
items:

1. A summary of proposed programs.

2. Alist of all capital improvements which are proposed to be undertaken during
the next five (5) fiscal years, with appropriate supporting information as to the
necessity for such improvements.

3. Cost estimates, method of financing and recommended time schedules for
each such improvement.

4. The estimated annual cost of operating and maintaining the facilities to be
constructed or acquired. (As Amended 5-1-93; As amended 5-20-08)

——

©>5 37

©
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Local Law — City Charter Article VI

Section 6.03

Anticipated Revenue Compared with Other Years in Budget

The city manager shall, in the preparation of the budget, place in parallel columns opposite
all items of revenue the actual amount of each item for the last completed fiscal year, the
estimated amount for the current fiscal year, and the proposed amount for the ensuing fiscal
year.

Section 6.04

Proposed Expenditures Compared with Other Years

The city manager, in the preparation of the budget, shall place in parallel columns opposite
all items of expenditures, the actual amount of such items of expenditures for the last
completed fiscal year, the estimated amount for the current fiscal year, and the proposed
amount for the ensuing fiscal year. (As amended 5-1-93; As amended 5-20-08)

Section 6.05

Proposed budget: A public record

The proposed budget and all supporting schedules shall be filed with the city secretary when
submitted to the council and shall be a public record for inspection by anyone.

(As amended 5-1-93; As amended 05-20-08)

Section 6.06

Notice of Public Hearing on Proposed Budget

At the meeting of the council at which the proposed budget is submitted, the council shall fix
the time and place of a public hearing on the budget and shall cause to be published in a
local newspaper a notice of hearing, setting forth the time and place thereof at least five (5)
days before the date of hearing.

As amended 5-1-93; As amended 05-20-08)

Section 6.07

Public Hearing on Proposed Budget

At the time and place set forth in the notice required by Section 6.06, the council shall hold a
public hearing on the proposed budget submitted, and all interested persons shall be given
an opportunity to be heard, for or against any item or the amount of any item therein
contained.

(As amended 5-1-93; As amended 05-20-08)

Section 6.08

Public Hearing Amending or Supplementing Proposed Budget

After the conclusion of such public hearing, the council may insert new items or may
increase or decrease the items of the proposed budget, except items in proposed
expenditures fixed by law. Before inserting any additional item or increasing any item of
appropriation, it must cause to be published a notice setting forth the nature of the proposed
changes and fixing a place and time, not less than five (5) days after publication, at which
the council will hold a public hearing thereon.

After such further hearing, the council may insert the additional item or items and make the
increase or increases to the amount in each case indicated by the published notice, or to a
lesser amount; but where it shall increase the total proposed expenditures, it shall also
provide for an increase in the total anticipated revenue to at least equal such total proposed
expenditures. (As amended 5-1-93; As amended 05-20-08)
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Local Law — City Charter Article VI

Section 6.09

Vote Required for Adoption

The budget shall be adopted by a majority vote of the council.
(As amended 4-2-83; As amended 5-20-08)

Section 6.10

Date of Final Adoption

The budget shall be finally adopted not later than the thirtieth (30™) of September. If the
council fails to adopt the budget by the thirtieth (30™) day of September, the amounts
appropriated for the current fiscal year shall be deemed adopted for the ensuing fiscal year
on a month-to-month basis with all items in it pro-rated accordingly, until such time as the
council adopts a budget for the ensuing fiscal year. The levy of property tax will be set
based on the State Law provisions governing property tax levy and the adoption
requirements for said levy.

(As amended 5-1-93; As amended 05-20-08)

Section 6.11

Effective Date and Distribution of Budget Upon Final Adoption

The budget shall be in effect for the ensuing fiscal year. A copy of the budget, as finally
adopted, shall be filed with the city secretary, the county clerk of Coryell County, the county
clerk of Lampasas County, and as required by state law. The final budget shall be printed,
mimeographed or otherwise reproduced, and a reasonable number of copies shall be made
available for the use of all offices, departments and agencies, and for the use of interested
persons and civic organizations and placed on file with the city secretary, municipal library,
and on the city’s website. (As amended 5-1-93; As amended 05-20-08)

Section 6.12

Budget Establishes Appropriations

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

Fund Balance

Fund balance is the difference between fund assets and fund liabilities in a
governmental or trust fund. The City Council has designated a fiscal policy for
maintaining adequate levels of reserves in the city's general fund, utility funds,
and other funds.

a)

b)

The general fund unencumbered fund balance should be at least twenty-
five (25) percent of the general fund annual budget expenditures
excluding expenditures planned for capital outlay purchases. This
percentage is equivalent to three (3) months operating expenditures.
The utility funds and other funds per city council designation should
maintain an unencumbered fund balance (working capital) reserve of at
least twenty-five (25) percent of the total annual budget expenditures
excluding debt service payments and those expenditures planned for
capital outlay purchases or the equivalent of three (3) months' operating
expenditures.

Investments
The City is authorized to invest its funds in the following:

1.

2.

Obligations of the United States or its agencies and instrumentalities
which have a stated maturity on the date of purchase of two years or less.
Direct obligations of the State of Texas or its agencies and
instrumentalities.

Certificates of Deposits if issued by a state or national bank domiciled in
the State of Texas.

Other obligations, the principal and interest of which are unconditionally
guaranteed or insured by, or backed with the full faith and credit of, the
State of Texas or the United States or their respective agencies and
instrumentalities.

Obligations of states, agencies, counties, cities and other political
subdivisions of any state having been rated as to investment quality by a
nationally recognized investment rating firm and have received a rating of
not less than “A” or its equivalent.

Eligible fully collaterized repurchase agreements, as defined by the Public
Funds Investment Act.

Eligible investment pools in accordance with the Public Funds Investment
Act. Section 2256.016 — 2256.019

Any other securities which may be added by the State of Texas as
permissible investments for municipal governments which are in
compliance with the Public Funds Investment Act.

Long Term Debt

According to the City Charter Section 7.02. Issuance of bonds, time warrants,
and certificates of obligation, all bonds warrants, and certificates of obligation of
the City of Copperas Cove shall be issued pursuant to the procedures and
requirements established by the Constitution and general laws of the State of
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Texas. All tax bond issues must be presented to the voters for referendum.

Indirect Cost Allocations

Indirect cost allocations transfer actual costs for services, such as administration
and facility use, to those funds that use the services. Indirect costs are allocated
on the assumption that they are in proportion to the costs of operating the funds.
The base assumption is that allocation be based on total operating budget, less
transfers and debt service. Percentages for individual departments are adjusted
as conditions warrant. Appropriate transfers were determined for the common
costs traditionally paid for by a single fund. Finally, credits were given for any
cost borne directly by individual funds.

Indirect Cost Transfers
Indirect cost transfers are direct transfers from the Enterprise Funds to the
General Fund and are determined by a predetermined formula.

Budget Transfers

According to the City Charter Section 8.02 Transfers of Appropriations, the
director of finance may at any time transfer any unencumbered appropriation
balance or portion thereof between general classifications of expenditures within
an office, department or agency. At the request of the City Manager and within
the last three (3) months of the fiscal year, the council may by resolution transfer
any unencumbered appropriation balance or portion thereof from one office,
department or agency to another.

Budget Amendments
According to the City Charter, § 6.16 Amending the Budget, the following shall
be adhered to:

(@) Program / budget action conference. Within fifteen (15) days after
the end of the second quarter of the fiscal year the council will hold

a program / budget action conference with the city manager to

determine the fiscal condition of the city at that time and to

determine if the current budget for that fiscal year should be
amended in any manner.
(b) Budget amendments.

(1) If, at any time, the council desires to amend the budget it
will call for a public hearing and cause to be published, in
local newspapers of general circulation in the city, at least
five (5) days prior to such public hearing a description of the
proposed amendments.

(2)  After the public hearing mentioned above, the city council
may adopt, modify and adopt, or decline to adopt the
proposed amendments.

(3) In those cases where the council desires to move funds or
make appropriations from reserve accounts, two (2) public
hearings, held a minimum of five (5) days apart, must be
held prior to such action being taken.

(4) In those cases where state law requires that a state of
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grave public necessity be declared prior to amending the
budget, the actual fact of the grave public necessity may be
established by a unanimous vote of the council or by the
certification in writing by not less than one hundred fifty
(150) resident qualified voters. If a grave public necessity is
established as herein required, then the budget may be
amended by customary council action.

5) Transfers of appropriations authorized in Sec. 8.02 are
budget actions that do not require the  amendment
procedures required elsewhere in this article.

Contingent Appropriations

Per the City Charter, § 6.14 Contingent Appropriations, a provision shall be
made in the annual budget and in the appropriation ordinance for a contingent
appropriation, in an amount not more than fifteen (15) per centum of the total
general fund expenditure, to be used in case of unforeseen items of
expenditures. Such contingent appropriation shall be under the control of the
city manager and distributed by him/her after approval by the city council. A
detailed account of such expenditures shall be recorded and reported. The
proceeds of the contingent appropriation shall be disbursed only by transfer to
other departmental appropriations, the spending of which shall be charged to the
departments or activities for which the appropriations were made. (Amended 4-
2-83; As Amended 5-1-93; As Amended 5-20-08)

Lapse of Appropriations

According to the City Charter, § 8.04 Lapse of Appropriations, all appropriations
shall lapse at the end of the fiscal year to the extent that they shall not have
been expended or lawfully encumbered. The finance director shall transfer such
lapsed appropriations to the reserve account of the fund to which the lapsed
appropriation belongs.
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Summary of Fund Balances, Revenues & Expenses

FUND BALANCE

Fund Balance is the amount of fund equity that the City has available for appropriation. The City of
Copperas Cove strives to maintain a policy of having a minimum of three (3) months operating
fund balance in each major fund. Fund Balance amounts for the proprietary funds represent the
working capital of each fund. Since proprietary funds are accounted for on the full accrual basis of
accounting and utilize the flow of economic resources measurement focus, the Comprehensive
Annual Financial Report (CAFR) reports retained earnings rather than fund balance. As a result,
working capital is the most comparable calculation to fund balance available. These numbers may
be different than amounts reported in the CAFR or prior year reports due to changes resulting from
prior period adjustments, budget to GAAP adjustments, encumbrances and cancelled
encumbrances.

General Fund

Over the past five years, the fund balance in the General Fund has remained at ideal levels,
covering, at a minimum, three months operating expenditures. Maintaining a strong fund balance
has resulted from the implementation of proactive fiscal policies which are being consistently
followed. Once ideal fund balance has been attained, any future reductions of fund balance can be
attributed to the utilization of excess fund balance. Typically, the City attempts to utilize excess
fund balance toward one-time purchases (e.g. capital outlay and improvements). Additionally, the
policy permits the funding of operating deficits with the excess fund balance if necessary.

If the excess fund balance is not used in the current fiscal year, then it is rolled forward into the
next fiscal year and used to achieve a balanced budget while keeping the fund balance at or above
the ideal fund balance level. As you can see below, the actual fund balance consistently exceeds
the budgeted fund balance due to revenues exceeding budget projections and expenditures being
kept within budget. This conservative way of budgeting allows the City to maintain a healthy fund
balance.

General Fund - Ending Fund Balance
Actual vs. Adopted

4,500,000
4,000,000
3,500,000 +
3,000,000 +

2,500,000 C—ACTUAL

2,000,000 + C—ADOPTED
1,500,000 + IDEAL

1,000,000 +
500,000

2005-06 2006-07 2007-08 2008-09 2009-10

Note: The actual amount provided for fiscal year 2008-09 is a projection.
The ideal fund balance represented above is calculated on actual expenditures if available.
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Since enterprise funds report a retained earnings rather than a fund balance the following graphs
for the three enterprise funds depict the working capital of each fund over a five year period.

Water & Sewer Fund

The fund balance position in the Water and Sewer Fund is increasing slightly above the fiscal year
2008-09 budget, however the balance is not budgeted to achieve an ideal fund balance in fiscal
year 2009-10. Since fiscal year 2005-06 the fund balance of the Water & Sewer Fund was
reflecting a slight growth until fiscal year 2007-08 due to the increase in electric utility costs, rising
fuel costs, debt service payments, and other operating costs. In fiscal year 2008-09, City Council
approved a revision to the City’s Fund Balance Policy that excludes debt service payments and
capital outlay from the ideal fund balance calculation. In fiscal year 2009-10, the adopted fund
balance is under ideal by $158,796. Revenues include an approved fee increase in FY 2009-10
for water and wastewater and are conservatively budgeted to preserve the fund balance and
carefully monitor the status of the fund to ensure that it does not fall further below the ideal fund
balance. City staff will work with the City Council to achieve an ideal fund balance within the next
two years.

Water & Sewer - Ending Fund Balance
Actual vs. Adopted

2,500,000
2,000,000 T  —
1,500,000 I ] C— ACTUAL
1000.000 + —= ADOPTED
—— IDEAL
500,000 T

2005-06 2006-07 2007-08 2008-09 2009-10

Note: The actual amount provided for fiscal year 2008-09 is a projection.
The ideal fund balance represented above is calculated on actual expenses if available.

Solid Waste Fund

The fund balance position in the Solid Waste Fund has improved over the past several years and
the recent improvements are expected to help the fund remain stable in future years. The Solid
Waste Fund achieved an ideal fund balance level in fiscal year 2006-07 and is budgeted to exceed
the ideal fund balance in fiscal year 2009-10 by $30,546. The debt service obligations from
certificates of obligation that was issued in 1994 were satisfied in FY 2003-04. This helped the
Solid Waste fund to become self sufficient and achieve an ideal fund balance. However, this fund
incurs hauling and disposal costs as a result of the completion of the transfer station in fiscal year
1998-99. In recent years, the hauling and disposal costs have increased, going from
approximately $764,881 in fiscal year 2005-06 to approximately $908,800 for fiscal year 2009-10

Page 26



Summary of Fund Balances, Revenues & Expenses

which is an 18.8% increase. Increases in fuel and oil and repair and maintenance costs also have
a significant impact on the operating funds. ldeal fund balance has been achieved within this fund
and will continue to be achieved in future years.

Solid Waste - Ending Fund Balance
Actual vs. Adopted

900,000
750,000 T ] ¢
600,000 + € —¢

3 ACTUAL
450,000 T ——= ADOPTED
300,000 + —*— IDEAL
150,000

2005-06 2006-07 2007-08 2008-09 2009-10

Note: The actual amount provided for fiscal year 2008-09 is a projection.
The ideal fund balance represented above is calculated on actual expenses if available.

Golf Course Fund

The Municipal Golf Course was accounted for in the General Fund prior to fiscal year 1996-97. A
major renovation of the Golf Course that began in the 1996-97 fiscal year was completed in May of
1999. This major renovation project included the addition of nine holes to the Golf Course,
acquisition of a new clubhouse, irrigation of the Golf Course, renovation of cart paths and other
projects. Upon completion of the renovation, significant increases in rates at the Golf Course were
implemented. The fund balance for the Golf Course is dynamic and reflects the financial difficulties
the fund has faced and continues to face. While the financial picture provided in the graph below is
significantly below the ideal fund balance, it is important to note that all of the day to day operations
are being funded by the golf course. Fiscal year 2008-09 is the first fiscal year that the golf course
did not receive a transfer from the General Fund; however, the City Council previously authorized
City staff to budget the Golf Course’s entire share of the 1997 Certificates of Obligation in the Tax
Interest and Sinking Fund and not within the Golf Course Fund. The 1997 Certificates of
Obligation carry a tax pledge which makes funding the debt service from an ad valorem tax levy
lawful. In FY 2008-09, for audit and cash purposes, the general fund loaned cash to the golf
course fund without actually transferring funds. The plan is for the golf course to recover and
return the cash to the general fund. This should assist the Golf Course in recovering financially
and allow more of its resources to be placed toward improving and maintaining the product
provided to the public. The weather and struggling economy significantly impacted the Golf
Course in FY 2008-09. Operational changes were implemented in the last quarter of FY 2008-09
with additional changes to be implemented in FY 2009-10. In FY 2009-10 the grill and bar
concessions will only be offered for special events and tournaments and grab and go concessions
will be offered on a daily basis to patrons of the golf course. In addition, many new tournaments
and programs (i.e. Wednesday evening nine-hole scramble and Superbowl Tournament) were
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introduced during 2005-06 to boost play at the course and new tournaments continue to be added
each year.

Golf Course - Ending Fund Balance

Actual vs. Adopted
250,000

200,000 T ——— ¢

150,000 + A\*\,

100,000 T
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(50,000) + 2005-06 200607 2007-08  P00B-09  2008-10 || —e—iDEAL
(100,000) T
(150,000) T .
(200,000)

Note: The actual amount provided for fiscal year 2008-09 is a projection.
The ideal fund balance represented above is calculated on actual expenses if available.

SIGNIFICANT REVENUES

General Fund

The majority of the General Fund’s revenue is derived from ad valorem taxes, sales and use taxes,
franchise taxes and transfers from other funds.

Ad Valorem Taxes

Ad Valorem Taxes are levied, at a tax rate determined annually by the City Council, on the
assessed value of all real business and personal property within the city limits. Assessed valuation
of real business and personal property is determined by the Coryell County Appraisal District. Tax
revenue is divided between the General Fund and the Debt Service Fund according to the amount
of outstanding debt that is due each budget year. Ad valorem tax receipts (current & delinquent) in
the General Fund and Debt Service Fund are budgeted at $8,634,146 which represents an

increase of $254,959 or 3.0%. A significant portion of the General Fund’s revenue is derived from
this source at $6,928,764 or 47.8%.

Ad Valorem Tax Receipts

10,000,000

“hagal

2005-06 2006-07 2007-08 2008-09 2009-10
DOGeneral Fund BDebt Service Fund ‘
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The 2009-10 tax rate approved by the City Council was increased by 2.0 cents per $100 of
assessed valuation. The increase included 1.963 cents for required debt service payments and
0.037 cents for General Fund operating costs. The tax rate is 76.0 cents per $100 of assessed
valuation with 16.033 cents or 21.1% going to the Debt Service Fund and 59.967 cents or 78.9% to
the General Fund. The tax rate set at 76.0 cents per $100 of assessed valuation is 4.2% higher
than the effective tax rate of 72.9596. However, the tax rate adopted at 76.0 cents per $100 is less
than the rollback tax rate of 79.8975. New legislation (disabled veteran exemption) had a
significant impact on the City’s FY 2009-10 taxable assessed values. The exemption reduced the
City’s total assessed property values by approximately $19.7 million. Since property values are
such an integral part in determining the amount of ad valorem taxes levied, an analysis of taxable
assessed property values over a five-year period is provided below.

Taxable Assessed Property Values

$1,138,536,871

$919,785,031 ¢
$1,136,914,737
$1,035,057,214

1,250,000,000 ~
1,000,000,000 -

750,000,000 A
500,000,000 | >/78:807,966
250,000,000
2005-06 2006-07 2007-08 2008-09 2009-10
Fiscal Year

Top 10 Property Tax Payers for the City of Copperas Cove

Taxpayer Name Market Value Taxable Value

Wal-Mart Real Estate 11,137,720 11,137,720
Oncor Electric Delivery Co. (FKA TXU) 9,523,200 9,523,200
Wal-Mart Properties Stores East 8,065,690 8,065,690
Cove Terrace Associates LTD 7,000,000 7,000,000
Colonial Plaza Partnership 5,871,540 5,871,540
Naman Hospitality Inc. 5,501,970 5,501,970
Central Telephone Company of Texas 5,148,030 5,148,030
Crosstowne LTD 5,130,784 5,130,784
H E Butt Grocery Company 4,159,370 4,159,370
Judy Lane Properties 3,712,170 3,712,170
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Sales & Use Taxes

The City of Copperas Cove, along with the State of Texas, collects sales and use taxes on most
retail and commercial sales and services. The State Comptroller collects the entire 8.25% tax of
which 2.0% is remitted to the local governments, .5% to Coryell County and 1.5% to the City of
Copperas Cove. The City uses 1.0% for maintenance and operation in the General Fund while the
other .5%, according to Texas Statute, must be remitted to the Copperas Cove Economic
Development Corporation for the development and growth of the City’s economy. The City is
budgeting to collect $2,500,000 in sales and use taxes for fiscal year 2009-10, which is $115,000
more than the amount projected to be collected in fiscal year 2008-09. Sales and use taxes
represent 17.2% of the General Fund’s total revenues, making it one of the primary sources of
revenue. Budgeting only a 4.8% increase over the 2008-09 projected amount is considered to be
conservative budgeting of revenues due to the recent commercial development in the community
in addition to the stability in the FY 2008-09 sales tax revenues. The overall growth of $520,280 or
26.3% between fiscal year 2005-06 and 2009-10 can be attributed to the healthy economy that has
been enjoyed by Texas over the past few years and recent commercial growth in the City.
Although the increase is not significant, it has been steady.

Sales & Use Tax Revenues

3,000,000 $2368.200 $2:385000  $2:500.000

2,500,000 {$1,979,720 $2,181,953
2,000,000 :

1,500,000
1,000,000
500,000

2005-06 2006-07 2007-08 2008-09 2009-10
Fiscal Year

Note: Actual revenues are provided for FY 2005-06 to FY 2007-08, projected revenues are
provided for FY 2008-09 and budgeted revenues are provided for FY 2009-10.

Franchise Taxes

Franchise taxes represent a major source of revenue for the general fund making up approximately
8.6% of the total General Fund revenue. The City taxes the gross receipts of utility providers
throughout the City for the privilege of operating in the City of Copperas Cove as well as for the
use of the City’s “right-of-way.” The City is budgeting $1,248,901 in franchise tax receipts for fiscal
year 2009-10 which is slightly under fiscal year 2008-09 projected collections. Franchise tax
receipts have remained relatively consistent over the last four years, since 2005-06, franchise fees
have shown a slight decrease of $76,306 or 5.8%.

Page 30



Summary of Fund Balances, Revenues & Expenses

Franchise Tax Receipts

1,750,000
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Note: Actual revenues are provided for FY 2005-06 to FY 2007-08, projected revenues are
provided for FY 2008-09 and budgeted revenues are provided for FY 2009-10.

Interfund Transfers-In

Interfund transfers-in represent a significant source of revenue for the General Fund amounting to
$1,250,500 or 8.6% of total General Fund receipts budgeted in fiscal year 2009-10. In order for the
General Fund to recover its cost of administering the municipality, each major fund transfers an
administrative reimbursement to the General Fund. In May 2003, City Council adopted an Inter-
Fund Transfer Policy to establish specific guidelines in the amount to be budgeted and transferred
on an annual basis to the General Fund from the Enterprise Funds and Other Funds established.
The slight decrease from fiscal year 2007-08 to 2008-09 was due to the decrease in the interfund
transfer from the Water & Sewer Fund. The transfer from the Water & Sewer Fund decreased from
$792,500 in fiscal year 2007-08 to $742,500 in fiscal year 2008-09. This returns the Water &
Sewer Fund interfund transfer to the level that was transferred in fiscal year 2006-07. An analysis
and re-calculation of the interfund transfers from each major fund was completed in FY 2009-10 to
ensure compliance with the interfund transfer policy guidelines.

Interfund Transfers-In

1500000 i $1.253,000 81,200,500 $1:300.500  $1,250,500 $1,250,500

1,250,000
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Note: Actual revenues are provided for FY 2005-06 to FY 2007-08, projected revenues are
provided for FY 2008-09 and budgeted revenues are provided for FY 2009-10
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Water & Sewer Fund

Sale of Water Revenue and Sewer Treatment Revenue

The Water & Sewer Fund has two primary sources of revenue, fees collected from the sale of
water and charges for the treatment of sewer water. Receipts from the sale of water make up
$4,900,322 or 52.4% (net of the 20% senior citizen discount) of the total revenue budgeted by the
Water & Sewer Fund for the 2009-10 fiscal year. This amount is $83,552 or 1.7% higher than the
amount projected to be collected in fiscal year 2008-09. Charges for the collection of sewer make
up $3,676,288 (net of the 20% senior citizen discount) or 39.3% of the total revenues to be
collected by the Water & Sewer Fund for the 2009-10 fiscal year. These revenues are
conservatively budgeted at $275,058 or 8.1% above the projected revenues for fiscal year 2008-
09. In the 2009-10 fiscal year, there is a 10 cents fee increase per 1,000 gallons for all water and
wastewater customers and the City implemented an 8,000 gallon floor in the sewer winter
averaging calculation for all residential customers. The increase was included in the City’s
Adopted Budget to offset the increase in the water purchase from the Water Control and
Improvement District and City cost increases related to debt service, fuel and electricity.

Water & Sewer Fund
Major Sources of Revenue
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Note: Actual revenues are provided for FY 2005-06 to FY 2007-08, projected revenues are
provided for FY 2008-09 and budgeted revenues are provided for FY 2009-10.

Solid Waste Fund

Solid Waste Collection and Landfill Fees

Solid waste collection and landfill fees are the two primary sources of revenue for the Solid Waste
Fund. Solid waste collection revenues are derived from charges to citizens and businesses as a
result of the solid waste collection services provided. Solid waste collection revenues are expected
to be $2,466,364 or 80.1% (net of the 20% discount given to senior citizens age 65 or older) of the
total Solid Waste revenues for fiscal year 2009-10. This amount is $117,964 or 5.0% more when
compared to the amount projected to be collected in fiscal year 2008-09. In fiscal year 2009-10,
there is a $1 fee increase per 96 gallon container for residential service and commercial 96 gallon
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container service was increased based on the level of service received. There has not been a fee
increase for the 96 gallon container service since 2003. The increase was included in the City’s
Adopted Budget to offset the increase in the cost to provide the service that has occurred in the
past several years.

Landfill fees are charged to individuals and businesses that bring their solid waste to the Municipal
Transfer Station. Revenues from these fees are budgeted to be $350,000 or 11.4% of the total
revenues for the 2009-10 fiscal year, which is $31,000 or 9.7% more than the amount projected to
be collected in fiscal year 2008-09.

Solid Waste Fund
Major Sources of Revenue
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Note: Actual revenues are provided for FY 2005-06 to FY 2007-08, projected revenues are
provided for FY 2008-09 and budgeted revenues are provided for FY 2009-10.

Golf Course Fund

Membership Dues, Cart Rental Fees and Green Fees

As mentioned in the preceding paragraphs, the Municipal Golf Course was accounted for in the
General Fund in years prior to fiscal year 1996-97 and is now accounted for in its own enterprise
fund. The three major sources of revenue for the Golf Course are derived from membership dues,
cart rental fees, and green fees.

During fiscal year 2009-10 it is expected that the Golf Course will generate $105,000 in
membership dues. This amount is approximately 16.2% of the total Golf Course revenue and is
$15,000 more than the membership dues projected in fiscal year 2008-09. Cart rental fees are
generated when golfers rent carts from the City and make up $150,000 or 23.2% of total Golf
Course receipts for fiscal year 2009-10. This amount represents a 7.1% increase as compared to
fiscal year 2008-09 golf cart rental fees projected to be collected. Green fees make up a
substantial portion of Golf Course receipts amounting to $160,000 or 24.8% for fiscal year 2009-
10. This projected budget represents a $26,000 or 19.4% increase compared to the green fees
projected to be collected in fiscal year 2008-09.
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Golf Course Fund
Major Sources of Revenue
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Note: Actual revenues are provided for FY 2005-06 to FY 2007-08, projected revenues are
provided for FY 2008-09 and budgeted revenues are provided for FY 2009-10.

EXPENDITURES AND EXPENSES

The next few pages will provide a synopsis of expenditures and expenses for the four major funds.
This analysis will include a five-year illustration of expenditures as well as explanations as to any
significant changes in expenditures between fiscal year 2008-09 and fiscal year 2009-10.

General Fund

The General Fund accounts for all expenditures that are not to be accounted for in a different fund
(i.e. enterprise fund, special revenue fund, debt service fund, etc.). The information provided
below includes actual and budgeted expenditures for all departments. Each department, however,
has been grouped into its related function (e.g. police department is in public safety). The grouping
of departments into functions is presented below. Note that functions do not represent the
organizational structure of the municipality.

City Administration Public Safety Public Works Development
Svcs.
City Council Municipal Court Streets Planning
City Manager Police Engineering Building & Dev.
City Secretary Animal Control Fleet Services Code & Health
City Attorney Fire/EMS Facility Maintenance
Finance Emergency Management
Human Resources
Public Affairs Office Community Svcs. Non-Dept.
Information Systems Parks & Recreation Non-Dept.
Library
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General Fund Expenditures By Function

$2,000,000
$1,800,000
$1,600,000
$1,400,000

$1,200,000
$1,000,000

$800,000

$600,000

$400,000 n

$200,000
$0

2005-06 2006-07  2007-08 2008-09 2009-10
Fiscal Year

‘ OCity Admin. OPublic Works BDevelopment Svcs. B Community Svcs. BNon-Dept.

Note: Actual expenditures are provided for FY 2005-06 to FY 2007-08, projected expenditures are
provided for FY 2008-09 and budgeted expenditures are provided for FY 2009-10.

Public Safety is one of the primary objectives of any city government; therefore, public safety
generally has the largest amount of expenditures. Since the amount of funding that is devoted to
public safety is so large, the five-year history of expenditures toward this function is depicted in a
separate graph. Public Safety expenditures include the fire department, police department, animal
control, emergency management, and the municipal court. It is important to note that the
emergency management department was added during fiscal year 2006-07.