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Introduction and Purpose
City staff is presenting the City of Farmersville budget for the Fiscal Year 2015-2016 (FY 2016)
for your review and adoption. Staff presented to Council a mid-year review on January 23rd and
a Third Quarter Update on April 13th to keep the Council current but this budget report aims to
provide more detail and allow for a clear image of where we are headed.
Once again, staff has put many hours of hard work and research to develop a budget that
reflects the best interests of the City and the direction of the City Council and City Manager. As
you know, last year’s budget was a substantial undertaking to overcome much of the difficulties
that the City was plagued with from its past including: becoming current on financial audits,
reconciling all bank accounts, learning about and reducing appropriate expenses, and
developing proactive habits in evaluating risks going forward instead of just cleaning items up
from the past.
Like last year, the goal of this document is still to present a thorough yet straightforward report
to allow for clear understanding in a format that is friendly to those unfamiliar with accounting
practices. This year we will build upon the starting point that was last fiscal year.
The budget for FY 2016 will be the second full year under my leadership as the Finance Director
for the City of Farmersville and although there are some daunting tasks coming our way in the
near future I am excited once again for the opportunity to seek out what is best for the City
through the budget process.
You may notice some format changes to the budget document this year. This was done with
intention to tackle the intricacies of the multi-million dollar, multi-year endeavors that the City

is working on in addition to shaking off any remnants of old documents and potential errors
they can cause.

Budget Assumptions
There are certain assumptions that must be in place before any changes or updates are made
to the City budget. First, forecasting is a critical and essential piece of the budget process.
Forecasting is a combination of reviewing both current year actual amounts, analyzing historical
data, economic trends, and information from other agencies and resources. No two years will
ever be the same even though some revenues and some expenditures are the same from year
to year; so careful analysis must be done.
Revenues and Expenditures (the money the City collects and spends) are both closely
monitored and forecasted conservatively. Day to day processes are still being refined as we
work our way out of the problems in the past but the underlying philosophy in our policies and
procedures stay the same which is to practice prudent budgeting and fiscal management. This
can be a painful experience some times but I am confident that making the right choices now
will pay off for the City in the long-run. The City Manager has also continued to direct us to
build the financial stability as a primary goal. We hope to accomplish this by keeping current in
our financial reporting and creating open communication with all City departments.
In addition to these changes, the City has negotiated with Hinderliter, de Llamas & Assoc. (HdL)
to help us with forecasting our revenue on a very limited basis. They will provide mid-year
review information and fiscal year-end forecasting for us each year to be sure we don’t miss
anything. The added help is especially timely given the dramatic changes with the unwinding of
State-inflicted “triple flip” property tax swap and other more subtle revenue changes this fiscal
year.
Building upon the inclusion of department heads into the budget from last year, we gave even
more responsibility to the separate departments this year to submit initial budgets and start
the conversation regarding changes in their respective fields. It appears to have gone well and
will allow us to build upon further cooperation in future years.

Accomplishments & What’s New This Year
Now, after completing our first whole year with new finance leadership, things are really
coming into focus and we can begin work to improve beyond just meeting the basics. Within
the last year, we have completed the last year’s audit in a timely fashion, all bank
reconciliations were done on time and balanced, we successfully upgraded our accounting
software by several versions, incorporated card and web payments for City utility bills,
revamped our document and record storage (hundreds of boxes recorded, tracked, and

reorganized), nearly completed our City website, eliminated tens of thousands of dollars in
overhead expenses, recouped hundreds of thousands in funding due to our previous poor fiscal
standing, and were able to hire a City Clerk to further improve our compliance, to name a few
things.
The Administration Department is very proud of the all the work that has been done to solidify
the footing of the City. This does not mean that the challenges in the environment are gone
but that the City is in a better position to handle them as they present themselves. The City
Hall staff is to be commended for their teamwork, diligence, and tenacious work ethic in
tackling projects outside our normal comfort zones and with limited manpower and resources.
Our City Clerk position remains part time again this year. This position has been critical to
getting the City up to speed with where it needs to be in so many ways. The Clerk has been a
huge relief of undue risk to the City and workload burdens to staff who do not specialize, nor
have experience, in that field.
It was mentioned last year that the City was entering a unique period filled with the
opportunity and challenges associated with the initiation of multiple major construction
projects. Almost all of those projects have been delayed in some way from last fiscal year to
this upcoming year instead. However, these projects are set to be anywhere from 60% to 100%
complete by the end of FY 2016, depending upon the project.
This year, in addition to huge construction projects, also sees the culmination of our
employment searches in the hiring of a new City Manager. This is a crucial change for
Farmersville as we select our most important staff leadership role and all that it can imply. This
new leadership will be key to picking the who, what, how, when, and where of our future
progress. The Administration Department is anxious to learn about the course that the City
Manager will direct us in coming years.
This budget also includes a new Maintenance Worker I position in the Public Works Department
and a new officer in the Police Department. In addition to new staff, the budget plans for the
purchasing of several new vehicles via the Council-adopted vehicle purchasing plan for the
Police Department and some much needed new trucks for Public Works. We are excited to see
immediate impacts to the City with these changes. We are anticipating significantly lowered
repair costs with new vehicles along with potential for getting closer to the service level desired
by the Council with the new Maintenance Worker I position.
The City Manager has also designated a portion of the budget to voluntarily increase the
benefits of our City staff in two ways. First, this budget includes a one-time 2% COLA increase
for staff and a 1.2% increase in our existing benefit of matching the FICA taxes paid by
employees. These are one time changes but will have lasting and on-going impacts for
employees and the City alike. Second, in a policy change, the Police Department sworn officers
will be paid out all remaining holiday hours for the year not used, just like the Fire Department.
There are many advantages to this method, such as reducing our unfunded liabilities, and giving

officers the holiday pay in the year they earn it even if they can’t take the day off. These
changes do increase our year to year benefit expenses slightly and a total benefit expenditure
increase of $88,445 this year of which $47,927 will impact the general fund.

Budgetary Concerns
Although a lot of work was done, and a lot of progress was made last year to catch up, there is
always more to be improved upon. I am happy to report the following improvements from the
budgetary concerns of last year:
First, although the water utility fund is still budgeted to be at an operating loss this next year, as
it was last year, the City has acted in line with my recommendations to take action on utility
rate changes and/or metering of residential usage. Since then, real progress has been made
toward working on these items by applying for the Water Energy grant to secure funds to install
meters in the entire City, and also engaging the City Engineer to conduct a water rate study
which is nearly complete at the writing of this report.
Although both actions are good, they were not enacted quickly enough to affect the Water
Utility fund budget for this year. I am hopeful that the City will realize a turnaround in this
fund sometime in Fiscal Year 2017.
Second, the Solid Waste fund is no longer in an adverse state. In fact, it’s functioning normally
with a small but healthy fund balance, which is appropriate for the specific savings designated
in our waste collection program. It is also operationally neutral, meaning that its expenses are
fully paid for and there is no revenue glut or spending deficit. A much improved relationship
with our Waste Collection vendor has improved the processes of this fund dramatically and it is
anticipated to continue on this path for years to come.
New concerns for the coming year are mainly the following:
First, a large number of projects are coming online nearly simultaneously. While this is exciting
news for the City is also represents a severe challenge to the fiscal health of the City. Steady
cash flows paired with prudent reserves allow the City to pay all of its bills while waiting for
reimbursement from Agencies and funding sources. The City is in a good position currently but
multiple projects of this size have the potential to push us to our limits. Fiscal staff has begun
work with those reimbursing our projects to secure ways of protecting the City through
expedited reimbursement and funding advancements as needed. We are also currently
engaged with CoBank to have the option to tap bridge funding to float costs if needed. We will
have at minimum $11,000,000 liquid to pay for all our project expenses this fiscal year.
However, this is not a guarantee that this will still work out smoothly. The Administration
Department urges the City Manager and City Council to prioritize projects and select precise

timelines for these projects wherever possible to ensure that the City can continue to meet its
regular, and mandated, obligations while it sets forth into these historic projects.
Second, is the issue of the Fire Department limited funding timeline. As you know, most of the
Fire Department staffing is paid through funding from the SAFER grant. While this is a great
accomplishment for the City, it is also a severe challenge, fiscally speaking. Funding for these
positions will allow us to cover most of the position-related expenses through the end of the FY
2016 but unless something changes, the general fund will be forced to cover the ongoing
expense (over $200,000 each year). Since we have been building the health of the general fund
the last two years, the City could maintain this spending through the required period set forth
by the grant agreement (through the Spring of 2017) by utilizing fund balances but it would not
be sustainable.
In addition, due to the timing of the major projects descending upon the City at once, this same
fund balance potentially used to pay for Fire Department staff, may be required to float project
costs instead. I don’t anticipate this being an issue largely until we near the 2017 Fiscal Year
but Council must be aware as to make decisions now to head off this threat. The difficult
decision of choosing what manner of fire service the City should maintain is a question that is
realistically on your doorstep. The end of grant funding is imminent so prioritization of desired
fire service levels and seeking potential solutions quickly is paramount to the City’s success.
The idea of introducing a new funding source such as a Utility User Tax or Property Tax
increment to pay for these increased costs seems to be a feasible option. However, the concern
is that with the rising sewer rates, and solid waste rates, and now potentially raising the rates of
water service as well, residents of Farmersville may not respond well to additional tax
proposals. While I believe a new revenue source is the best option to maintain a Fire
Department at this current level (via tax, grant, or otherwise), it may also be prudent to ask if
this is a service level that the City can realistically maintain. While good fire protection is
essential for any community, especially one desiring growth, difficult decisions may need to be
made about the best way to provide these services in a way that allows the City to live within
its means.

Budget Highlights
The following pages are a quick snapshot of where we are going in the next fiscal year. As
mentioned earlier, this is an exceptional year for the City of Farmersville in both opportunity
and challenges. As we begin to settle into a normal state of financial prudence, and economic
trends are good but volatile, we are faced with dynamic challenges that will continue to
demand that the City stay vigilant in our assessment of the future while we maintain fiscal
responsibility through measured, conservative progress.
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GENERAL FUND: WHERE THE MONEY COMES FROM
REVENUE SOURCES
AMOUNTS
PROPERTY TAX
315,500
SALES TAX
856,331
VLF
795,398
OTHER AGENCIES
101,500
LICENSES, PERMITS, FEES
365,279
TRANSFERS IN
447,668
CHARGES FOR SERVICES
182,004
OTHER
7,350
GRANTS
300,441

PERCENT
9.4%
25.4%
23.6%
3.0%
10.8%
13.3%
5.4%
0.2%
8.9%

Revenues are
forecasted to rise
modestly from
last year, but
slower than State
averages.

TOTAL
3,371,471

100.0%

Revenue is forecasted to increase next year by $106,120 or 3.2% for the general fund. All other
revenue sources outside the general fund, some with significant changes this next year, are all
budgeted to have matching expenses or less expense. The City continues to budget within its
means and favor conservative progress over boom and bust cyclical spending.
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GENERAL FUND: WHERE THE MONEY IS SPENT
APPROPRIATIONS
AMOUNTS
POLICE
1,893,095
GENERAL GOVERNMENT
587,198
FIRE
547,395
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150,924
COMMUNITY DEVELOPMENT
146,300

PERCENT
56.9%
17.7%
16.5%
4.5%
4.4%

COMMUNITY DEVELOPMENT

Expenses are
rising, especially
in Salaries &
Benefits.

TOTAL
3,324,912

100.0%

There are $3,324,912 budgeted in expenditures and $3,371,471 in revenues resulting in only
$46,558 planned to go into savings (1.4%) for FY 2016. This will add to the current fund balance
of roughly $1,200,000 at the writing of this report. The rise of Salary and Benefit expenses
includes workers compensation insurance (16%), health insurance (7%), and CalPERS costs
(15%). Each expense is significant and will need to be watched closely – always evaluating our
course of action and available options. While this budget year programs in new Public Works
staff, and all the associated costs, we will need to be cautious not to over-extend ourselves.
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Eighty-one percent
of the FY 2016
budget is dedicated
to large projects
and grant related
expenses.
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Of the $32,105,251 total budget, $25,856,426 (81%) is due to large projects and grants. All told
this represents no less than 13 unique funding sources, some of which are used in multiple
projects. In fact, we have two projects with four funding sources each – posing a significant
administration department and fiscal staff undertaking.

Total budget increase over last
year is $10,703,172 or 48.7% but
this is largely carryover of unused
project budget due to delays,
growing projects costs, and simply
more projects being initiated than
in prior years.

TOTAL BUDGET

32,678,308

30,000,000

15,000,000
10,000,000

21,740,659

20,000,000

21,975,136

25,000,000

32,107,952

35,000,000

5,000,000
-

The general fund budget
increase over last year of
$197,877 or 6.3% is due almost
entirely to Salary and Benefit
and staffing increases. The
increase in revenues to cover
these expenses is due largely to
small increases in on-going
revenue streams such as sales
tax revenues, rent revenues,
franchise and overhead fees
from enterprise funds, and
transfers in from other funding
sources.
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While it is tempting to look at budget increases in a negative light sometimes, these increases
represent the increased efforts of the City to be actively involved in its management of its
responsibilities and resources. The bottom line is that, currently, Farmersville is responsibly
growing with the growth it is receiving.

The general fund budget increased from FY 2014 to 2015 by 16.9% or $454,037. The increase
proposed from FY 2015 to FY 2016 is 6.3% or $197,877. Spending for FY 2014 ended up 2%
over budget but revenues came in even higher to cover those expenses. This is very close and
so far for FY 2015 (current year) the City is about 90% of budget and about 92% (11 months) of
the way through the year. This is a really good sign that spending is largely consistent with the
budget. There is always room for improvement and the Administration Department will push
hard to refine our processes even more in coming years.

Budget Document
The next section is our new budget document that we plan to make the core of our budgeting,
forecasting, amendments, mid-year reviews, and general budget analysis. In the grand scheme
of things, the document is not that different from the last one except for the following points
which was deemed very valuable by staff:




New document, new version, less errors – as a rule of thumb, people are
uncomfortable with change and afraid of making mistakes. The problem that this
creates is becoming so comfortable that we are blind to the mistakes that we are
making. Creating a new budget document has already revealed some assumptions and
errors, that while perhaps not very significant, left out important details that could cost
the City in other ways.
Works well with our accounting software – ease of use is important. It was important
to create a document that allows for importing data directly from our software and thus
cut down on extra work and additional opportunities to make errors.








Easy to read – the layout of this spreadsheet is still easier to read than our other reports
but also has much more information than prior budget documents. It also only has
information that we use, nothing extra that takes up space.
No on-going costs – there are a multitude of budgeting software programs in existence,
some designed just for government entities, but the bottom line with all of them is
there is one problem: they all cost money. By using a spreadsheet, we avoid any new
software costs, on-going update costs, and the limitation of being unable to share this
information in a really useful way with others. All finance departments use
spreadsheets, not all departments use specific budgeting software.
Consolidated process – the goal was to consolidate documents and the need to copy
data over and over thus creating opportunity to create more errors.
Staff created and owned – Staff created this document. If something goes wrong, or
something needs to be changed or added, we are comfortable to quickly make the
change. We also are not dependent upon calling a support line and waiting for help.
Staff feels a sense of ownership and pride in something that is made in-house and this is
reflected in the quality of how it is made and continually improved.

While this is not seemingly important to most people, these reasons will allow City staff to be
more responsive and have more fore-thought in regard to our financial situation. It is a tool
that will help us do a better job. City Council sees only a small part of this document, and the
work that goes into creating it, but hopefully everyone will see the net impact to a smoother
running City thanks to improved budgeting and analysis.

