FY 2014 Adopted Budget

Debt Service Fund Revenue

YIOUR! HOMETOWN

The Debt Service Fund is a special revenue fund used to account for a portion of the ad valorem property tax dedicated
to support the principal and interest payments on debt issued for General Fund Purposes. Unlike Enterprise Funds,
which are intended to operate like a business enterprise, the General Fund’s intent is to focus on the flow of current
financial resources. Therefore, the Debt Service Fund is a self balancing set of accounts intended to account only for

General Fund Debt.
FY 14 Debt Service Fund Revenue

All debt accounted for in the Debt Service Fund
Fund Balance

is bonded debt supported by taxes. Bonded Allocation \
debt includes general obligation bonds, certifi- 10%

cates of obligations and combination tax and Transfer from

revenue certificates of obligation. E;’

Revenues required to pay the City’s outstanding
debt are transferred to this fund and all monies
are restricted to debt payments only. The reve-
nue generated from the interest and sinking
(1&S) portion of the tax rate (0.090965 cents per
$100 valuation) is used to fund 84% of our debt
service obligations. The remaining 16% needed is a transfer from excess bond proceeds and an allocation of Fund Bal-
ance. The excess proceeds are the result of a certificate of obligation issued to refinance debt in 2005 held in a reserve
trust fund with the intent to support the 1&S fund and keep the I&S rate steady.

Of particular note for FY 13 was the absence of “transfer in - water fund” revenue. Previously the transfer was to cov-
er debt service associated with debt issued for water and sewer projects. At the recommendation of our auditor and
to show the Utility Fund’s true annual debt obligation, this transfer ceased in FY 13 and will no longer occur.

Debt Service Revenue Detail

LINE ITEMS ACTUAL BUDGET ESTIMATE | PROPOSED % CHANGE
LINE ITEMS 2011-2012 | 2012-2013 |2012-2013 | 2013-2014 |Budget/Proposed
PROPERTY TAX REVENUE - I&S FUNDS $323,782 $332,238 $334,818 $380,151 14%
PROPERTY TAX REVENUE - DELINQUENT $8,107 $7,364 $7,227 $8,426 14%
PROPERTY TAX PENALTY & INTEREST $3,837 $2,911 $1,784 $3,331 14%
INTEREST REVENUE $1,145 $0 $340 $0 0%
REVENUES $336,871 $342,513 $343,829 $391,908 14%
TRANSFERS IN - WATER FUND $221,078 $0 $0 $0 0%
TRANSFERS IN - TRUST FUNDS $136,790 $114,281 $114,281 $26,500 -77%
FUND BALANCE ALLOCATION $0 $0 $0 $48,128 0%
OTHER SOURCES OF FUNDS $357,838 $114,281 $114,281 $74,628 -35%
TOTAL DEBT SERVICE REVENUE $694,709 $456,794 $458,110 $466,536 2%

65



YIOUR! HOMETOWN

FY 2014 Adopted Budget

Debt Service Obligations

The City of Anna currently holds just over $4.2 million in outstanding 1&S/tax supported debt. An additional $8.3 mil-
lion in outstanding debt has a tax pledge but it supported by water and sewer revenues. This $8.3 million in debt was

issued for specific water and sewer related pro-
jects.

The FY 14 debt service obligations are $270,115 in
(5250,000 in bonds and
$20,115 in notes), $193,922 in interest payments,
and $2,500 in paying agent fees. The total debt
service for FY 14 is $466,536.

principal payments

Of particular note is an overall decline in expendi-
tures from FY 12 to FY 13. This decline is due to
Utility Fund debt obligations previously accounted
for in the Debt Service Fund that are now fully ac-
counted for in the Utility Fund. This was done to

FY 14 Debt Service Obligations

DEBT-SERVICE
PRINCIPAL
4%

OTHER

SERVICES -

MISC.
0%

show the Utility Fund’s true annual debt obligation, these water and sewer debt instruments will no longer be account-
ed for in the Debt Service Fund and are fully accounted for in the Utility Fund for FY 13 and FY 14.

Debt Service Expenditure Detail

LINE ITEMS ACTUAL BUDGET ESTIMATE PROPOSED % CHANGE
2011-2012 2012-2013 2012-2013 2013-2014 | Budget/Proposed
DEBT-SERVICE PRINCIPAL $53,228 $19,527 $19,524 $20,115 3%
INTEREST EXPENSE $322,797 $184,767 $184,770 $193,922 5%
OTHER SERVICES - MISC. $50,732 $2,500 $2,500 $2,500 0%
SERVICES $426,757 $206,794 $206,794 $216,536 5%
BOND PAYMENT $265,000 $250,000 $250,000 $250,000 0%
OTHER USES OF FUNDS $265,000 $250,000 $250,000 $250,000 0%
TOTAL DEBT SERVICE OBLIGATIONS $691,757 $456,794 $456,794 $466,536 2%
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Debt Management Plan

The City has worked closely with our financial advisors, First Southwest to develop a sound debt management plan.
Looking to the future, the City anticipates a spike in our debt service in 2015, 2018, and 2019. Left unaddressed, this
could lead to a spike in 1&S tax rates as well.

The table below illustrates the total annual debt service supported by the I&S tax rate through FY 2029.
Outstanding Debt Schedule

PERIOD TOTAL DEBT

ENDING PRINCIPAL INTEREST SERVICE % CHANGE
9/30/2014 $270,115 $193,922 $464,036 2%
9/30/2015 $273,000 $202,286 $475,286 2%
9/30/2016 $289,000 $190,065 $479,065 1%
9/30/2017 $249,000 $222,728 $471,728 -2%
9/30/2018 $220,000 $286,646 $506,646 7%
9/30/2019 $258,000 $299,675 $557,675 10%
9/30/2020 $269,000 $275,275 $544,275 -2%
9/30/2021 $286,000 $248,781 $534,781 -2%
9/30/2022 $313,000 $219,231 $532,231 0%
9/30/2023 $324,000 $187,400 $511,400 -4%
9/30/2024 $361,000 $152,525 $513,525 0%
9/30/2025 $378,000 $114,131 $492,131 -4%
9/30/2026 $414,000 $72,281 $486,281 -1%
9/30/2027 $205,000 $34,875 $239,875 -51%
9/30/2028 $65,000 $14,625 $79,625 -67%
9/30/2029 $65,000 $4,875 $69,875 -12%

TOTAL $4,239,115 $2,719,321 $6,958,435

In order to keep the I&S rate stable, the City of Anna and First Southwest have developed a series of planned refund-
ings of existing debt to maintain the current 1&S rate through 2026. This plan is based upon very conservative assump-
tions in growth of the property tax base and interest rates. Additionally, the planned refundings are scheduled to coin-
cide with interest rate resets and, where possible, refunding bonds that are callable and advance refundable. In this
way the plan will minimize the present value cost to the city. Refunding and restructuring of debt is scheduled to occur
in 2014, 2016 and 2017.

The following chart illustrates current and future debt obligations based upon (1) existing debt obligations and (2)
projected new debt obligations after the planned refunding/restructuring.

You will notice a planned drop in the FY 14 debt service. The budget presented here does not include the planned sav-
ings as the refunding will not occur until early in calendar year 2014. Additionally, taxable value has increased over the
original assumption. The City, along with our financial advisors, will evaluate market and budgetary conditions and
pursue refunding in 14, or waiting until 16 based upon the result that yields the greatest economic benefit to the City.

No other General Fund Debt is planned to be issued during FY 14.
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Interest and Sinking Fund Debt Management Program (Part 5 of 6)

City of Anna, Texas

City of Anna, Texas
185 Tax Debt Management Program
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*This chart is provided by First Southwest and is for discussion purposes only. Actual results may vary based upon future econom-
ic conditions.

Debt Limits

The City does not currently have any debt limit in terms of a dollar amount. However, the municipal debt limits are
established by state code. All taxable property within the City is subject to the assessment, levy and collection by the
City of a continuing, direct annual ad valorem tax sufficient to provide for the payment of principal of and interest on
all ad valorem tax debt within the limits prescribed by law. Article XI, Section 5, of the Texas Constitution is applicable
to the City, and limits its maximum ad valorem tax rate to $2.50 per $100 Taxable Assessed Valuation for all City pur-
poses. Administratively, the Attorney General of the State of Texas will permit allocation of $1.50 of the $2.50 maxi-
mum tax rate for all general obligation debt service, as calculated at the time of issuance.

Currently the City has an ad valorem tax rate of $0.650332 per $100 Taxable Assessed Value. Of that amount,
$0.090965 is dedicated to I&S, or Debt Service.

68



FY 2014 Adopted Budget

Capital Improvements Fund

The Capital Improvement Fund accounts for financial resources to be used for the acquisition or construction of major

YIOUR! HOMETOWN

capital facilities. Capital Improvements Fund projects are the result of long term planning that occurs in the Capital
Projects Plan. Each year projects are updated and projected across a 5 year time horizon and beyond. These projects
are given priority based upon a combination of factors including community needs /interests and available funding.

In FY 13, the Capital Improvements Fund began work on a number of projects including water and sewer infrastructure
and park improvements. The Slayter Creek Park Ph. Il project was partially grant funded. The City of Anna has been
successful at obtaining grants to fund various capital projects and continues to pursue them where possible. It is ex-
pected that the following projects will be completed by the end of FY 13:

Slayter Creek Park Ph. Il

Collin County Park Trails Grant

FM 455 Utility Relocation

FM 455 PID

Highway 5 Ground Storage Tank Rehab

2007 Bond Project

In FY 14, the Capital Improvements Fund will work on the following projects:
e 2014 CO for construction of a new water tower

Surface Water Blending

Slayter Creek Sewer Interceptor

Wastewater Treatment Plant—Regulatory Upgrades
Remodel to PW and PD/Customer Service buildings

Ground Storage Rehab
2005 CO

2014 CO New Water Tower

When the City began evaluating the need for mix surface water with ground water, it was determined the City would
need to construct a new water tower to meet TCEQ requirements for water storage. Originally, it was expected the
water tower would not be necessary until 2018; however, growth within the City’s water customer base has driven the
need for the water tower up to early 2016.

While we have estimates of probable cost to be $3 million, the exact costs and the budget for various cost centers is
unknown at this time. As plans are finalized and the City prepares to issue debt for the new water tower, City staff will
work with our engineers to prepare a project budget.

The project will be funded 100% through bond proceeds and is the only Utility Fund debt planned for FY 14. The esti-
mated debt service has been factored into our current rate model; however, actual results will depend on growth in

the customer base and market conditions at the time the 2014 CO is issued.
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Surface Water Blending Project

This project was started in FY 13 in response to the increased demand for water driven by the increase in residential
construction. The City of Anna is served 100% by ground water; however, our ground water sources and production

capacity are somewhat limited. The
City began preparations to receive
North Texas Municipal Water Dis-
trict’s treated surface water in the
mid 2000’s. In order to effectively
mix and distribute this water and
mitigate any problems encountered
in the mixing process, the City issued
debt to construct the necessary infra-
structure to properly mix ground and
surface water. The chart at the right
illustrates the project budget, 100%
of the project costs are funded
through bond proceeds from the
2012 CO.

Surface Water Blending Budget

Professional
Services
Land 12%
Acquisition
2%

Testing
2%

Slayter Creek Sewer Interceptor

As part of the 2012 CO, funds were also issued to construction a bypass line for wastewater flows. This line will bypass
our existing wastewater treatment plant and divert flows directly into the North Texas Municipal Water District’s

wastewater system. This will allow the City to divert peak flows away from the existing plant and will allow the City to

Sewer Interceptor Budget

Professional
Service

Inspection 15%
2%

Testing
2%
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continue to grow without major ex-
pansions or renovations to the existing
waste water treatment plant. The pro-
ject began in FY 2013 and will continue
into FY 14.
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| Anna Capital Improvements Fund

Wastewater Treatment Plant Regulatory Upgrades

The final piece to the 2012 CO debt issue to was to provide funds for certain regulatory upgrades to our existing
WWTP. In an evaluation of our plant, it became apparent that the plant required various upgrades to equipment and
fixtures. The upgrades will allow the plant to continue to operate at its most efficient and effective level, allowing the
City to get maximum life and value out of the plant.

WWTP Reg. Upgrades Budget

Professional
Services

0%

Testing
1%

Remodel of PW and PD/Customer Service Buildings

The current planning/finance staff offices are in disrepair and present a future hazard for employees and the public.
This project will remodel the PD/Customer Service building and the Public Works building to provide for new office
space for the planning and finance staff. Funds will be provided through a fund balance allocation at the close of FY 13.

Remodel Budget
Professional Contingencies
Fees 5%
9%

Furn & Equip
7%
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Ground Storage Rehab.

During FY 13 the City identified the need for additional ground storage tank rehabilitation. The tank at the south well

site has been identified as a tank in need of repair. The anticipated costs are $250,000 and will likely be funded with
the 2014 CO for the water tower

2005 Co

This project accounts for excess bond proceeds used to refinance existing General Fund Debt. A portion of the Debt
Service Fund Revenue is a transfer from this project. No other expenses are accounted for in this project. The Debt

Service Fund has an expected budgeted transfer of $59,206 to support the FY 14 debt service. That transfer will ex-
haust all remaining 2005 CO proceeds.
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FIVE YEAR CAPITAL IMPROVEMENTS PLAN

Capital Projects Dept. FY14 FY15 FYl6 FY17 FY18 Future
BUILDINGS
Facility Remodel Admin $435,000
Central Fire Station Fire $2,700,000
Fire Station #2 Fire $1,545,000
New City Hall Admin $10,000,000
WATER AND SEWER
Blended Water System |Water $2,225,000
WWTP Upgrades Sewer $820,000
Slayter Creek Sewer Re-
o Sewer $908,000
lief Line
Elevated Storage Tank |Water $750,000 | $2,250,000
Ground Storage Rehab. (Water $250,000
Clemens Creek Sewer
] Sewer $700,000
Extension
STREETS
Annual Street Repair
Streets $100,000 | $100,000 | $100,000 | $100,000 $100,000
Program
Ferguson Pkwy. Bypass |Streets $50,000
Ferguson Pkwy. (FM 455
) Streets $9,862,950
to Foster Crossing Rd.)
FM 455 (U.S. 75 to East
Streets $18,341,800
Fork Creek )
Rosamond Pkwy. (Hwy
Streets $11,562,600
5to US.75)
Reconstruct Hackberry
(Hwy. 5 to Slayter Streets $423,000
Creek)
Mantua Rd/CR 371
(Hwy. 5to U.S. 75 —re- |Streets $9,679,400
construction)
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FIVE YEAR CAPITAL IMPROVEMENTS PLAN

Capital Project Dept. FY14 FY15 FY16 FY17 FY18 Future
PARKS
Geer Park Phase | - Ball
i ] Parks $1,500,000
Fields and soccer fields
VEHICLES
Public Works Vehicle Public
$50,000 $30,000 $30,000 $30,000 $30,000
Replacement Works
Police Vehicle Replace- .
Police $64,000 $32,500 $32,500 $32,500
ment
Replace B901/Remount |
Fire $110,000
for Rehab
Replace R901 Fire $550,000
Replace B902 Fire $75,000
Quint Fire Engine Fire $1,000,000
MACHINERY & EQUIPMENT
. Public
Backhoe Trailer $15,000
Works
Upgrade/Repair T901  |[Fire $5,500
Upgrade/Repair R901  [Fire $5,500
FixedLinx Meter Reading|Public
$135,750 $160,000 | $210,000
System Works
Replace HVAC equip-
P quip Fire $8,500
ment
Air-Pacs Fire $20,800 $20,800 $20,800
Mobile Data Computers
! PURETS leire $7,500 $7,500 | $7,500 $7,500
for Fire Apparatus
Digital Radio Replace-
& P Fire $18,000 $18,000
ment
TOTAL $5,538,000 | $2,797,050 $356,300 | $475,800 | $3,438,000 | $64,632,750
GRAND TOTAL $77,237,900

*All projects are subject to available funding resources in any given Fiscal Year; therefore, this CIP summary table does

not represent a funding guarantee for any given project

**With the exception of vehicle replacements and the annual $100,000 street rehab, there are no recurring capital ex-

penditures. All others are non-recurring.
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