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This budget will raise lesstotal property taxes than last
& S | iudyetby $6,701(.18%)and of that amount$63,63¢
IS tax revenueto be raisedfrom new property addedto the
tax roll this year.



CITY OF HEATH

READER'S GUIDE

The purposeof this sectionis to provide the readerwith a guideto the document'ssontents whereandhow to find the
informationandhow to understandhe information Thefollowing describegachmajorsection

INTRODUCTION
This sectionintroduceghe City CouncilandBoardand Commissiorappointmentsepresentinghe citizensof the City of
Heath Recreationahctivitiesandstatisticalinformationata-glancewill alsobe providedfor thereader

BUDGET MESSAGE

Thefirst critical readingof the FY 2012 Proposedudgetis the City Manager'sTransmittalLetter. The readerwill gain
anunderstandingf the City's vision, critical issuespudgethighlights,financial plan, distributionof the total tax rateand
the DistinguishedBudgetAward.

PROFILE

This sectionprovidesthe readerwith the backgroundof the City. Includedin this sectionare the City's history with
highlights by year, demographicscommunity profile, hometownevents,parksandtrails, City organizationakhartand
Fundstructure

STRATEGICPLANNING

This sectionprovidesreaderswith an understandingf the City's strategicpriorities, mission, and vision with a link

betweengoalsand objectivesat a policy level to thoseof the City andits departments Includedin this sectionarethe

City's strategic planning process,the comprehensiveplan, the summary initiative and General Fund departmental
summaries

GENERAL FUND SUMMARIES

This sectionprovidesthe reademwith informationon the GeneralFund A summaryof all funds,a combinedsummaryof
fundsby budgettype, 6 yearexpenditurehistoryanda GeneralFundfinancialsummaryareprovidedin this section This
sectionalsoincludesinformationon revenuesourcestrendsandforecastsEachdepartmentof the GeneralFundincludes
anorganizationathart,purposeanddescription prior yearaccomplishmentsanddivisional strategiesandgoals

ENTERPRISE-UND SUMMARIES

This sectionprovidesthe readerwith information on the EnterpriseFund This sectionalso includesinformation on
revenuesourcestrends,forecastsassumptionsinda fee schedule Eachdepartmentof the EnterpriseFundincludesan
organizationathart,purposeanddescription prior yearaccomplishmentsnddivisional strategiesandgoals

DEBT SERVICEFUNDS
An understandingf the generaldebtobligationis detailedin this section An overview of the Debt Service,aswell as
the legal debt margin requirementsjs included This sectionalso includesinformation on revenuesources,trends,
forecastaandassumptions

COMPONENTUNITS
This section provides the readerwith the usesfor tax revenueand includes an organizationalchart, purposeand
descriptionprior yearaccomplishmentsanddivisional strategiesandgoals

SPECIALREVENUE
This sectionprovidesthe readewith the cashflow statementdescriptionandclassificationof eachspecialrevenue

CAPITAL IMPROVEMENTSPROGRAM
This sectionprovidesa comprehensivdisting and explanationof the capital needsof the City for the next five years
includingthe operatingimpact

PERSONNELSUMMARY
This sectionprovidesthe reademwith a summaryof personnetetailingallocationsby fund andjob positions

SUPPLEMENTALINFORMATION

This sectionprovidesthe readerwith statisticalinformation of the City andthe surroundingareasincluding Ordinances,
principalemployerspropertytax ratesand overlappingdebt At least10 yearsof statisticaldata,is providedfor reader
analysis

GLOSSARY
To aidin understandingerminologyandacronymsa glossaryis provided
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CITY OF HEATH
ANNUAL OPERATING BUDGET

FISCAL YEAR
OCTOBER 1, 2011 - SEPTEMBER 30, 2012

CITY COUNCIL
John Ratcliffe, Mayor

Lorne Liechty, Mayor Pro-Tem
Robert Hille, Council Member, Place 1 Justin Holland, Council Member, Plac
Julie Zurek, Council Member, Place 3 Barry Brooks, Council Member, Place 4

Rich Krause, Council Member, Place 6

CITY STAFF
Ed Thatcher, City Manager
Kim Dobbs, Assistant City Manager
Stephanie Galanides, City Secretary Laurie Mays, Finance

Pete Eckert, City Attorney Roy Stacy, Municipal Court Judge

Terry Garrett, Department of Public Safety Randel Dobbs, Public Works



CITY OF HEATH

CITY COUNCIL

Robert Hille, Julie Zurek, Justin Holland, John Ratcliffe, Lorne Liechty, Barry Brooks, and Rich |

VISION

A place to call home for a lifetime.

CITY OF HEATH VISION STATEMENT

A lakesidecommunityof premiereneighborhoodsvith open greenspacesparks
and trails, cultural amenities,an exemplaryeducationalsystem, and distinctive

economicdevelopmentin orderto providethe highestlevel of public services- a
place to call home for a lifetime.



CITY OF HEATH

2011-2012 BOARD AND COMMISSION APPOINTMENTS

Board of Adjustment
David Curd, Chairman; Chuck Dale, Lowell Moon, Jr., Thomas Smith, Alex Thomas,
Wasson (Alt) and Dennis Conder (Ex Officio).

HEDC/HMBC
Alma Howard, President; Dennis Bailey, D.W. Bobst, Tom Johnson, Lorne Liechty, Cy
Pitman, James Tunnell, and John Ratcliffe (Ex Officio)

Planning & Zoning Commission
Dennis Conder, Chairman; John Main, Vice Chairman; Pat Kirwan, Jack Wilson, Aide
Flores, Shirley Sutherland, and Bill Satterwhite

Park Board
Ginny Jackson, Chairman; Jason Severn, Becky Burkett, John Curtis, Amy Ganci, anc
Manuel.

Take Area Appeals Panel
Chris Cuny, Chairman; Ira Berger, Joe Chamberlain, Robert Lang, and Ron La Roux.

Special Events Board
Joel Palin, Chairman; Brian Berry, Harry Keinkele, Gayle Kuhrt, Mary Luxton, and Pan
Miley.
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CITY OF HEATH
LOCATION
A premier hometown on the eastern shores of Lake Ray Hubbard.

Heathis a homerule city with a mayorandsix-membercouncil. Full-scalecity servicesncludea departmenof public
safety with professionals who are cross-trained as firefighters, paramedics and police officers.

Heathis locatedapproximately20 miles eastof Dallasin Rockwall and Kaufman Countieson the Easternshoreof
Lake Ray Hubbard.
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Recreational Opportunities
Heathhasit all with Family Parks Hiking/Biking Trail System Buffalo CreekGolf Club andOlympic-levelsailing at
Rush Creek Yacht Club.
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CITY OF HEATH

AT A GLANCE
Date of Incorporation
Date of City Charter Adoption
Form of Government
Area-square miles 16
City Limits 10
ETJ 6

October 12, 195
September 14, 20(
Home Rule City

Demographics

Population 6,921
Average Age 34
Average Existing Home Value $384,294
Average Household Income $128,000
Average Household Size 3
Building Permits
Permits issued (fiscal year) 31
Building Inspections Conducted 721
Value (fiscal year) $ 13,887,198
City Employees
Full-time 36
Part-time 15
Seasonal 1
Department of Public Safety
Number of Stations 1
Sworn Officers 18
Volunteers 6
Patrol Units 12
Fire Engines 3
Recreation
Acreage 94
Developed 41
Undeveloped potential 53
Playgrounds 2
Baseball/Softball Fields 1
Soccer/Football Fields 3
Community Centers 1

Source: City of Heath Referenced Department

Public Schools located in City

Enrollment

Elementary
Amy Parks-Heath
Dorothy Smith Pullen

Middle School
Maurine Cain

High School
Rockwall-Heath

Municipal Water System
Active Accounts

Avg. consumption (gallons)
Water Mains (miles)

Fire Hydrants

Municipal Sewer System
Active Accounts
Sanitary Sewers (miles)
Storm Sewers (miles)

Solid Waste Collection
Active Accounts

Elections
Registered Voters

12

791
620

856

1968

1,986
25
54

223

1,877
62
14

2,690

4,941
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CITY OF HEATH

200 Laurence Drive, Heath, Texas 75032 | Phone (972) 771-6228 | Fax (972) 961-4932

September 16, 2011

The Honorable Mayor and Members of the City Council:

It is my pleasure to present the budget for Fiscal Year 2012. The Annual Budget is one of the most
important documents acted upon by the City Council in any given year. In developing this document, a
significant amount of time was devoted by City Council Members and City Staff. The budget was
prepared with the objectives of maintaining the financial strength of the City, meeting the needs of the
citizens, and implementing the goals of the City Council. The approved expenditure levels act as a
control on overall spending for City programs, services and projects. The budget indicates the probable
cost of the various programs, services and projects to be carried forth by the City during the Fiscal Year.
The budget for FY 2012 totals $11,664,232.

The budget preparation included many hours of study and review by City Council Members, Department
Directors and Management Staff. The proposed budget builds upon strategic decisions made over the
past few years to meet budget challenges resulting from the economic recession. Current and future
revenue streams were analyzed and expenditures budgeted accordingly. Since 2008, 6 full-time
positions have been eliminated from the budget and expenditures tightly managed to ensure economic

sustainability. The City continues to look for more cost-effective ways of providing services that
residents expect.

Goals and Strategies

City Council and staff have worked diligently to identify goals and strategies for the future. The
following goals were developed as a result of these collaborative efforts:

1. Plan and prepare for the current and future needs of a growing city by maintaining a financially
sound and stable government, managing growth and development, encouraging economic
development, and identifying and addressing infrastructure needs. Priorities in this area include:

e Prepare and implement a budget which assures a stable tax rate while maintaining satisfactory
levels of service,

e Continue to maintain a healthy Fund Balance (target 25%); during times of economic uncertainty
the fund balance may exceed the target in anticipation of future revenue shortfalls,

e Actively manage the cost of providing services while looking for ways to reduce costs,
Implement the updated Water and Waste Water Rate Study and adjust rates on a timely basis
with the goal of making the System self-supporting,

e Encourage upscale commercial, retail, and residential development that embraces the
characteristics of well-designed low density neighborhoods,

www.heathtx.com | cityhall@heathtx.com
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Continue to monitor the Citywide Transportation Study ensuring the optimum network of
streets to serve future traffic needs,

2. Achieve excellence in city government services by encouraging communication and citizen
involvement, providing quality customer service in all departments, and attracting and retaining
highly qualified employees. Priorities in this area include:

Use results of a detailed citizen survey to prioritize future needs of our citizens,

Manage resources to recruit and retain staff who possess the highest standards of
professionalism, expertise, and customer service skills,

Encourage staff development by setting and communicating expectations and providing training
opportunities,

Add new technology to enhance efficiency and effectiveness, and

3. Promote livability and community pride. Priorities in this area include:

Promote growth opportunities that enhance recreational, cultural, and social opportunities,

Create an environment where both individuals and businesses have a vested interest in the
community of Heath,

Use the Towne Center concept to attract businesses to locate in Heath; providing retail and
commercial conveniences to citizens,

Incorporate retail development with unique amenities to compliment residential green space.

These long term goals and strategies will also be used as a guide in the formulation of future budgets.
This budget attempts to allocate the City’s financial resources in a balanced and strategic manner. The
spending plan, consistent with available resources, is designed to maintain quality facilities and services
that improve the quality of life in Heath,

Accomplishments

The Heath Department of Public Safety was the lead agency in an investigation that helped
break a theft ring of heavy agricultural equipment which had been linked to organized criminal
activity in at least three states.

Continued use of the web-based "My Fix It” system to successfully track requests or concerns
submitted by citizens,

The federally mandated Storm Water Management Program (SWMP) report to the Texas
Commission on Environmental Quality was performed in-house for the fourth consecutive year.
Communication with our citizens is a priority. A monthly mailing of the City Newsletter
continues to provide valuable information about City services and public announcements, The
Newsletter is also available on the City’'s website.

Improved communication with citizens through continued use of Twitter, Facebook, and Flickr.
Facebook members increased 60% from 2010.

The City presented special events to continue to foster a strong sense of community including
Holiday in the Park, the Independence Day Parade & Popsicles in the Park, and the 2011 Heart of
Heath 5k Run/Walk, which experienced a 39% increase in participation from 2010.
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e The City was awarded the Scenic City Certification by Scenic Texas, an organization dedicated to
supporting and recognizing Texas municipalities that implement high-quality scenic standards
for public roadways and public spaces.

e The City of Heath received the Distinguished Budget Presentation Award from the Government
Finance Officers Association for the second consecutive year.

e The City was awarded the Certificate of Achievement for Excellence in Financial Reporting for its
Comprehensive Annual Financial Report for the Fiscal Year ended September 30, 2009. This is
the first time the City received this distinction.

e Completed infrastructure projects in FY 2011:

o Upgrade Hillview water line from a 2 inch line to an 8 inch line
o Installation of 18 inch water line at FM550 and McDonald Rd
o Bison Meadows Lift Station upgrades

e Infrastructure projects started during FY 2011:

o Awarded contract for construction of the 1.5 million gallon elevated storage tank
o Construction and utility relocation of Phase | of FM 740 expansion
o Buffalo Creek trail repairs

¢ Identified future City projects including:

o Various Studies including Ultimate Development Water, Flood, and Transportation
Studies

o Utility relocation and construction of Phase Il of FM 740

o Infiltration and inflow analysis to aid in controlling the cost of waste water treatment

o Planning for a direct connection to North Texas Municipal Water District as well as for
expansion of the City’s pumping facilities. During the month of August 2011, the City set
a new water use record of 3.77 million gallons per day making this project a priority.

General Fund

The General Fund is the primary operating fund for the City of Heath. This fund accounts for all financial
resources not restricted to special or specific projects and/or funds that are not accounted for in
another fund. The General Fund is used to account for public safety services, city administration,
community services, and public works. This year’s budget includes a transfer to the Debt Service Fund
of $550,000 and a 1.5 cent reallocation from the M&O tax rate to the I&S tax rate. In total, the City’s tax
rate remains unchanged at 34.33 cents per $100 of valuation. The budget for the General Fund does
utilize $86,575 of excess fund balance. Projected Unassigned Fund Balance at September 30, 2012 is
$1,562,000 which represents 36% of budgeted expenditures.

Revenues

The FY 2012 Budget for total General Fund revenue is $4,260,750, a decrease of $237,450 from the FY
2011 Budget. The reduction in the M&O tax rate from 27.86 cents to 26.36 cents per $100 of valuation
accounts for approximately $160,000 of this change. Taxable assessed valuation was down slightly,
.18%, when compared to the prior year. New property added to the roll comprises approximately 1.7%
of total assessed value and helped minimize the impact of lower assessed values. The Fiscal Year 2012
decrease in assessed value is the second consecutive year the City has experienced negative growth.
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Revenue generated by sales tax and franchise fees increased $20,000 and $18,000, respectively over the
amounts budgeted in FY 2011. The projected increases are based on actual revenues realized each of
the past two years. Revenue provided by building permits and the reimbursement for school resource
officers is projected to decrease $94,000. The decline in building permits is a reflection of the effect of
current economic conditions on development. At the request of RISD, the number of school resource
officers provided by the City of Heath was reduced from three in FY 2011 to two in FY 2012, The
reduction in officers resulted in a reduction in the amount reimbursed by the school district. Across the
board, the remaining revenue sources are down slightly when compared to FY 2011,

nditure

The FY 2012 budget for General Fund expenditures is $4,358,325. The amount budgeted reflects a
decrease of almost $239,000 from the FY 2011 budget. Budgeted spending on salaries and benefits
decreased $142,900. One full-time and one part-time position were eliminated in an effort to reduce
expenditures. Contingency was removed from the budget, along with one police vehicle and
equipment, which resulted in further spending cuts of $99,750. Spending on park improvements and IT
service increased $77,000 but was offset by across-the-board reductions.

Capital expenditures within the General Fund include: (1) The purchase of one police vehicle including
equipment. The City’s goal is to maintain a reliable fleet of vehicles by utilizing a five year replacement

program. (2) The purchase of a toll parking system for Terry Park and improvements to the sea wall at
Terry Park.

The FY 2012 budget is proposed with no annual salary increases for employees but does include a one-
time payment of $1,000 for each full-time employee.

This budget is based on conservative assumptions; however, if revenues do not materialize, the budget
will be reviewed mid-year and necessary action will be taken to accommodate the change. Actions
could include a reduction of approved expenditures, reduction of services, and/or use of fund balance.

Water & Sewer Fund

The Water & Sewer Fund, an enterprise fund, is used to account for the services provided to its
customers. Revenue is generated, primarily, from the sale of water and the collection and treatment of
wastewater. These funds provide for costs associated with acquisition and distribution of water,
collection and treatment of wastewater, and the administration of these services, Additionally, this
fund provides for infrastructure improvements to, and maintenance of, the Water and Waste Water

System. It is the intent of the City that the cost of providing these goods and services will be financed
through user charges.

Revenue

The Water & Sewer Fund budget projects revenues of $4,729,200 for FY 2012, an increase of $206,450
over the FY 2011 budget, The increase can be attributed to an increase in projected revenue generated
from water and waste water sales. Projected revenue is based on historical consumption, the number
of customers served by the System, and rates. The City’s small customer base and the rising cost of
providing service resulted in increases to both the water and waste water rates. As economic
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development occurs, there should be more commercial and residential customers over which to allocate
these costs. The rate increases were necessary, at this time, to maintain a healthy fund balance and
provide for anticipated capital needs.

Water and waste water sales are projected to increase $195,000 and $157,000, respectively over the FY
2011 budget. The increase in water sales is mainly attributable to an increase in consumption while
waste water sales can be attributed to an increase in the rate. Other Water Sales and Impact Fees
decreased $105,000 and $55,000, respectively from the FY 2011 budget. The budget for Other Water
Sales was decreased in anticipation of the City of Rockwall providing water directly to Aqua Source. The
decrease in impact fees results from the effect of current economic conditions on development,

X, ses

Total budgeted expenses for FY 2012 are $4,702,024, an increase of $218,000 over the FY 2011 budget.
The increase is largely attributable to a transfer to CIP, an increase in the cost of purchased water, and a
scheduled increase in debt service payments.

Capital expenditures, within the Utility Fund, include the purchase of a 20 KW generator. The generator

will be used at the City’s various lift stations during power outages to satisfy TCEQ requirements for
auxiliary power.

The FY 2012 budget is proposed with no annual salary increases for employees but does include a one-
time payment of $1,000 for each full-time employee.

This budget is based on conservative assumptions; however, if revenues do not materialize, the budget
will be reviewed mid-year and necessary action will be taken to accommodate the change. Actions could
include a reduction of approved expenditures, reduction of services, and/or use of fund balance reserve.

Debt Service Fund

The Debt Service Fund is used to collect resources necessary to make annual debt service payments
(principal and interest) on outstanding debt that is supported by ad valorem tax dollars. Revenues
within this fund are primarily made up of ad valorem taxes and are anticipated to be $1,438,650 in FY
2012; an increase of $672,350 over FY 2011, This year revenue also includes a one-time transfer of
$550,000.

Due to the negative growth in assessed values resulting from the continued economic recession,
management re-evaluated the adequacy of the current tax rate allocation to the Debt Service Fund.
Based on future debt service payments and projected growth of 1.5%, the decision was made to transfer
$550,000 from the General Fund to the Debt Service Fund and move 1.5 cents from the M&O tax rate to
the I&S tax rate. These two changes resulted in an increase in revenue over the prior year of
approximately $712,600. The increase was partially offset by a reduction in both interest and other
revenues of $21,000 and $19,250.

FY 2012 debt service for outstanding obligations is $1,208,302. This is a decrease of almost $123,000

from the FY 2011 budget. The change results from savings realized from the 2010 refunding, a change in
the 2007 bond debt service allocation, and scheduled changes in debt service payments.
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Summary

This year's budget process presented some difficult decisions, and | want to thank the Mayor, City
Council and staff for their hard work and dedication as we identified and implemented realistic solutions
together.

Our organization is in a strong position to continue to address the current and future needs of a growing
community where residents enjoy a high quality of life, existing businesses thrive, and new and
relocating businesses find opportunity.

The City of Heath is an exceptional city with a bright future. We look forward to doing great things
together in this fiscal year and beyond.

Respectfully submitted,

LY Fhaedlor

Ed Thatcher,
City Manger

19



CITY OF HEATH

BUDGET CALENDAR

Date Action/Event
Mid May Received Preliminary Estimated Taxable Values
June 21 Preliminary Budget workshop (begins at 5:30 P.M.)
June 24 Staff Budget Workshop i Presby Rockwall
July 25 Receive certified tax roll from Chief Appraiser
July 27 Budget workshop with Council (begins at 7:00 A.M.)
August 10 Budget workshop with Council (begins at 7:00 A.M.)
August 16 City Manager presents FY 2011-12 Proposed Budget to City Council.
August 17 City Manager files FY 2011-12 Proposed Budget with City Secretary
Copies available for public review
Local Government Code 102.005 (filing must be befof%(my before tax rate is adopted)
August 25 Publish Notice of Public Hearing on Annual Budget on City Website.
August 26 Send to Newspaper to Publish quarter-page Notice of Public Hearing on Annual Budget in A

September 6

September 20

October 1

26 newspapePublished by City staff at least 7 days before public hearing)

Public Hearing on Annual Budget (quorum must be present)
Council must announce the (9/20/11) date, time and place of the meeting at which it will vote on the tax rate

Council adopts FY 2011-12 budget and sets tax rate by separate actions with the budget be
adopted prior to the tax rateo(less than 3 days but no more than 14 days after public hearing)

Begin new fiscal year

20



CITY OF HEATH

GENERAL BUDGET PROCESS

Budgetarycontrolis maintainedwith the annualadoptionby City Council of anoperatingbudgetfor eachfiscal
year from Octoberl to SeptembeB0.

The budgetis developedon a departmentalevel and adoptedat the fund level. The FinanceDepartment
generatesnonthly reportsthat detail expendituresand revenueson a departmentabnd line item level. The
reportsprovide monthly expenditureswith yearto-date totals, with a comparisonto budget,giving a budget
balanceand unexpendedyercentage To further aid in projections,the monthly report provides prior year
comparisondataof expendituresrevenueand budgetbalances The monthly comparisorallows the Finance
Director to closely monitor balancesand track revenue streams By February, forecast models are
communicatedo eachCity departmentegardingbudgetposition

Theadoptionprocesseginswith the staff of eachdepartmensubmittingtheir revisedexpenditureestimategor

the currentyear and their estimatesfor the upcomingyear by March An evaluationof the impact of capital
expendituredecisionsupon annual operationsand the City's operatingbudgetare considered Reoccurring
expendituredor capitalimprovementsand equipmentrepresenta consistentpercentageof the City's annual
operatingbudget and arefinancedon a "pay asyou go" basis Currentandfuture capitalequipmenteedsare
highlightedwith considerationfor efficiency andpublic safetyaidingin the discussiorprocess

In April, budget worksheetsare presentedand preliminary direction from the City Manager regarding
appropriatebudgetguidelinesand strategyis given to eachdepartment This budgetplanning processhelps
eachdepartmenfocuson requirementso continueits existinglevel of service,aswell as,evaluatethe potential
to expandservicelevels

Budget proposalsare due to Financeby May for incorporationinto a working budgetdocument A May
managementneetingis scheduled for the City Manager'sOffice, Financestaff and departmentsto jointly
reviewall line items

The Ad Valoremtax projectionsare a major componenbdf all City budgetdiscussions Whenthe certified tax
roll from the Rockwall County AppraisalDistrict is releasedn late July, the final preparationfor a proposed
budgetis submittedto the City Council

July, Augustand Septembehavescheduled City Councilworkshopsto discussthe budgetwith City staff and
hold two public hearings The first public hearingis held mid August the secondpublic hearingoccursearly
September By mid Septemberthe City Councilhasvotedon thetax rateordinanceandthe budgetordinance

The fiscal year beginson Octoberl. By late Decemberthe completedBudget Documentis distributedand
madeavailableto the public via websiteor requestedhardcopy.
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CITY OF HEATH

FINANCIAL POLICIES AND PRACTICES
PURPOSE

Thepurposeof the City of HeathFinancialPoliciesandPracticess to:

1. Demonstrateto the citizens of Heath, the investmentcommunity, and the bond rating agenciesthat the City is
committedto a strongfiscal operation

2. Provideguidelinesfor future policy-makersandfinancial manager®n commonfinancial goalsandstrategies

3. Fairly presentandfully disclosethe financial positionof the City in conformity with GenerallyAcceptedAccounting
Principals(GAAP).

4. Demonstratecompliancewith financerelated legal and contractualissuesin accordancewith the Texas Local
GovernmentCodeandotherlegalmandates

ANNUAL BUDGET

1. The budgetshall provide a completefinancial planfor all City fundsandactivitiesand,exceptasrequiredby law or
City Charter,shallbein suchform asthe City Managerdeemsdesirableor the City Councilmayrequire

2. A budgetmessagexplainingthe budgetbothin fiscal termsandin termsof work programsshall be submittedwith
the budget It shall outline the proposedinancial policies of the City for the ensuingfiscal year,describethe important
featuresof the budget,and indicate any major changesrom the currentyearin financial policies, expendituresand
revenueswith reasonfor suchchange It shallalsosummarizehe C i t deldtositionandinclude suchother material
asthe City Managerdeemsadvisable

3. The budgetshall begin with a clear, generalsummaryof its contents,shall show in detail all estimatedincome,
indicatingthe proposedropertytax levy, andall proposecexpendituredor the ensuingfiscal year.

4. EachDirectorwill beresponsibldor the administrationof his/herdepartmentabudget

5. Thegoal of the City is to balancethe operatingoudgetwith currentrevenues A balancedudgetis a budgetin which
currentrevenuesqualcurrentexpenditures

6. Thelegallevel of budgetarycontrolis at the divisional (division: a specificfunctionalareawithin a City department)
level. At any time during the fiscal year, the Finance Director may transfer up to $5,000 of the unencumbered
appropriatedbalancebetweenclassificationsof expenditurewithin a division. Transfersexceeding$5,000 must be
approvedby the City Manager A transfermay not be madefrom the unencumbere@ppropriatedbalancein the
PersonnelServicesclassificationof expenditure Any revision that alterstotal expendituresof any division must be
approvedyy the City Council

AMENDMENT BY CITY COUNCIL BEFORE ADOPTION

1. After public hearingsthe City Council may adoptthe budgetwith or without amendment It may add or increase
programsor amountsand may deleteor decreaseany programsor amounts gxceptexpendituresequiredby law or for
debt serviceor for estimatedcashdeficit, provided that no amendmento the budgetshall increasethe authorized
expenditureso anamountgreaterthanthetotal of estimatedncomeplusfundsavailablefrom prior years
RESERVESAND FUND BALANCE

FundBalanceis definedasthe assetof a fundlessliabilities, asdeterminedat the endof eachfiscal year.

1. The City will establistreservedor replacemenof facilities andequipment

2. The City will avoidutilizing fund balancedor operationakxpenditures
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CITY OF HEATH

FINANCIAL POLICIES AND PRACTICES

3. The City will striveto maintainfund balanceasa percentof operatingexpenseé the GeneraFundandGeneralDebt
ServiceFundandnetassetsasa percentof operatingexpensedn the Water/Wastewatedtility Fundandthe Sanitation

Fundin accordancevith thefollowing table

Fund Target | Minimum [ Maximum
General 25%) 20% 309
Water/Wastewater 25%) 20% 30%
Sanitation 25%) 20% 309
1712 of
next yearg
Gen Debt Service Prin & Int

In orderto achievethe objectivesof this policy, thefollowing guidelinesshallbeadheredo:

AA designatedund balanceshall be maintainedas of October1 of eachyear equalto 25% of thaty e a budgsted
expendituregor boththe GeneralandUtility Funds

AAs part of the annualbudgetprocessthe FinanceDirector will estimateand preparea projectionof the yearend
designatedund balances Suchprojectionwill include an analysisof trendsin fund balancelevelson a historicaland
future projectionbasis The FinanceDirector shall presenthe findingsto the City Councilaspartof the budgetreview
procesdor the ensuingfiscal year.

AAny anticipatedbalancein excesf the designatedseneraland Utility FundBalancesnay be budgetedo reducethe
ensuingy e a prdpertytax levy and/orutility ratesor may be allocatedby the City Council during the courseof the
fiscal yearfor specialprojects

AThe City Council may declarea fiscal emergencyand withdraw any amountof the designatedGeneraland Utility
Fund Balancesfor purposesof addressinghe fiscal emergency Any suchaction must also provide for necessary
appropriationgo restorethe designatedund balanceto the requiredbalancewithin athreeyearperiod

LONG-TERM FINANCIAL PLAN

1. The City will establishand maintain a long-term plan that considersfuture projects, new revenues,anticipated
expendituresandtheC i t godiss

2. Theannualbudgetshallbe preparedn conjunctionwith thelong-termfinancialp | agodssandobjectives
3. TheCity will updatereplacemenandmaintenancelansannuallyandincorporateheminto the long-term plan
FINANCIAL REPORTING

1. The FinanceDirector shall submitto the City Councilatits secondormal meetingeachmonththe financial condition
of the City by budgetitems,budgetestimates/ersusactualsfor the precedingmonthandfor thefiscal yearto date

2. The FinanceDirector shall submitto the City Manager,Mayor, and City Council a quarterlyinvestmentreport The
investmentreportwill include summarizednvestmentstrategiesemployedin the mostrecentquarteranda description
of the portfolio in termsof investmentsecuritiesmaturities,andinvestmentrateof returnfor the quarter

3. A Comprehensivénnual FinancialReport(CAFR) shall be preparecht the endof eachfiscal year Thereportshall
be preparedn accordancevith generallyacceptedaccountingprinciples(GAAP) andshallinclude an opinionfrom an
independentertified public accountantlesignatedy the City Council The CAFR shall be madeavailablefor public
inspectionandshallbecomepartof therecordsof the City. Theresultsof theauditwill be presentedo the City Council
no laterthanMarch 31 of the following year.
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CITY OF HEATH

FINANCIAL POLICIES AND PRACTICES

4. The City will striveto receiveandretainthe Certificateof Achievementor Excellencein FinancialReportingfor its
CAFR andthe DistinguishedBudgetPresentatiorfor its annualbudgetdocumentwhich are awardedannuallyby the
GovernmenfinanceOfficers Associationof the United StatesandCanadg GFOA).

5. Everyfive yearsthe City will issuerequestdor proposako chooseanauditor.

BASIS OF ACCOUNTING

1. The City will accounffor City financesin accordancevith generallyacceptedccountingprinciplesestablishedby the
GovernmentaAccountingStandard®8oard

2. The City usesthe modified accrualbasisof accountingior theC i t gereglgovernmengctivities
ARevenueaunderthe modified accrualbasisare recognizedwhen they are measurableand available i Me a s u r
meansthe amountof the transactioncanbe determinedandfi a v a i ineamsdolectible within the currentperiod or

soonenoughthereafterto payliabilities of the currentperiod

AExpendituresarerecognizedvhenthe relatedfund liability is incurred,if measurablegxceptfor unmaturedntereston
generalong-term debtandcertainsimilar accruedobligations which arerecordedvhendue

3. TheCity usesthe accrualbasisof accountingor theC i t gnt@rpriseactivities
ARevenuesindexpensesrerecognizedvhenthey occurregardles®f thetiming of relatedcashflows.

4. The City will implementand maintainencumbranceccountingwherebypurchaseordersare utilized to reservea
portionof theannualbudgetedappropriationgor future paymentwhendue

OPERATING POLICY

1. Assetswill be safeguardedy properlyclassifying,recording,andtaggingeachasset An inventoryof assetswill be
maintainedand include the description,cost, dateof acquisition,departmentjocation and assetidentification number
Periodicinventory inspectionsof assetsshall be conducted Assetswill be capitalizedwhen they meetthe dollar
minimum of $10,000 and have a useful life of more than one year For constructedassetsthe criteria apply to the
completedoroject

2. The City Manageris authorizedto write off bad debtaccountsvhich havebeendelinquentfor morethan120 days
Theseaccountswill beaggressivelyursuedor collectionby anylawful andavailablemeans

3. Ratesfor water,sewer,andsanitationenterpriseactivitiesshallbe maintainedat levelssufficientto ensureghatannual
revenueswill be availableto pay all direct andindirect costsof the enterpriseactivities, including costsof operations,
capitalimprovementsmaintenanceandprincipalandinterestrequirement®n outstandinglebt

4. In accordancevith Statelaw, all uncontestednhvoiceswill bepaidwithin 30 daysof properreceipt

5. The City will useduecautionin analyzingmaterialincentivesthatareusedto encouragaevelopment A cost/benefit
analysiswill be performedas part of the evaluation The City will periodically review the tax abatemenpolicy and
performroutineauditson companiegeceivingtax abatements

REVENUES

1. Therevenueprojectionswill be madeconservativelyin orderthatactualrevenueshouldmeetor exceedhe budgeted
revenuedor theyear

2. The City will aggressivelypursuerevenuecollectionto assurethat collectible funds due the City arereceivedin a
timely manner
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CITY OF HEATH

FINANCIAL POLICIES AND PRACTICES

3. The City will applyfor Federaland Stategrantsthat meetCity objectivesand are costbeneficial Departmentwill
overseedaily operationsof grant programs,monitor performanceand compliance,and keep the Financedivision
informedof grantrelatedplansandactivities Grantfunding mustbe authorizedoy City Council

4. The City will investigatepotentialnewrevenuesourcesincludingthe captureof userfees

5. The City will strive to obtainfranchiseagreementshatincorporatea franchiseor rentalfee with all public utilities.
Thefeestructurewill besimilar to othercitiesin the areaandallowedby the Public Utility Commission

6. Interestearnedfrom investmentswill be distributedamongthe fundsin accordancewith the equity balanceof the
fund from which the moneywas providedto beinvested

7. Impactfeeswill berecordedasrevenueatthetime of assessment
INVESTMENT POLICY

Investmentsnadeby the City will be madein compliancewith the City of HeathinvestmentPolicy. It is the policy of
the City to investpublic fundsin a mannemwhich will providethe highestinvestmentreturnwith the maximumsecurity
while meetingthe daily cashflow demandsof the entity and conformingto all State of Texas statutesand City
ordinancesTheprimary objectivesjn priority order,of theC i t igvéstmentctivitiesshallbe

1. Safety Safetyof principal is the foremostobjective of the investmentprogram Investmentsof the City shall be
undertakerin a mannerthat seeksto ensurethe preservatiorof capitalin the overall portfolio. To attainthis objective
the City will diversify its investmentsdy investingfundsamonga variety of securitiesoffering independenteturnsand
financialinstitutions

2. Liquidity: The investmentportfolio shall remainsufficiently liquid to meetall operatingrequirementghat may be
reasonabhanticipated

3. PublicTrust All participantantheC i t igvéstmenprocesshallseekto actresponsiblyascustodian®f the public
trust Investmenbfficers shallavoid any transactiorthat might impair public confidencein theC i t abifityto govern
effectively.

4. Yield: The investmentportfolio shall be designedwith the objective of obtaining a rate of return throughout
budgetaryand economiccycles,commensuratevith the investmentrisk constraintsand cashflow needs TheCi t vy
portfolio shall be designedwith the objective of regularly meetingor exceedingthe averagerate of returnon U. S.
TreasunBills ata maturitylevel comparablgotheC i t weiylstedaveragematurityin days Returnoninvestmenis
of secondarymportancecomparedo the safetyandliquidity objectivesdescribedcabove
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CITY OF HEATH

FINANCIAL POLICIES AND PRACTICES

DEBT ISSUANCE POLICY

1. GeneralObligationBonds The City shall havethe powerto borrow moneyon the credit of the City andto issue
generalobligation bondsfor permanentpublic improvementsor for any other public purposenot prohibited by the
Constitutionand laws of the Stateof Texas,and to issuerefunding bondsto refund outstandingbondsof the City
previouslyissued All suchbondsshallbeissuedin conformity with the laws of the Stateof Texas

2. RevenueBonds The City shall have the power to borrow money for the purposeof constructing,purchasing,
improving, extending,or repairing public utilities, recreationalfacilities or any other self-liquidating function not
prohibited by the Stateof Texas,andto issuerevenuebondsto evidencethe obligation createdthereby Suchbonds
shall be a chargeuponand payablefrom propertiesor interestthereinpledged,or the incometherefrom,or both The
holdersof the revenuebondsshall neverhavethe right to demandpaymentthereofout of moniesraisedor to be raised
by taxation All suchbondsshallbeissuedin conformitywith thelaws of the Stateof Texas

3. Bondslincontestable All bondsof the City havingbeenissuedand sold and havingbeendeliveredto the purchaser
thereofshall thereafterbe incontestableand all bondsissuedto refundin exchangeor outstandingbondspreviously
issuedshallandaftersaidexchangepeincontestable

4, Useof Bond Funds Any andall bondfundsapprovedby a vote of the citizensof Heathwill be expendednly for
the purposestatedin thebondissue

5. Certificatesof Obligation All certificatesof obligationissuedby the City shallbe approvedby ordinanceandissued
in accordancevith the laws of the Stateof Texas
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CITY OF HEATH

STATUTORY REQUIREMENTS
TRUTH-IN-TAXATION

The TexasConstitutionand PropertyTax Codeestablishguidelinesfor taxing unitsto follow whenadoptingtax
rates This guideto tax rate settingis alsoknown as"truth-in-taxation" The truth-in-taxationlaws havetwo
purposes (1) to maketaxpayersaawareof tax rate proposalsand, (2) to allow taxpayersjn certaincasesto roll
backor limit ataxincrease

Beginningin early August,the City takesthe first steptowardadoptinga tax rateby calculatingandpublishing
the effectiveandrollback tax rates

Effective tax rate: The effectivetax rate is a calculatedratethatwould producethe sametotal taxesaslastyear
whenpropertiestaxedin both yearsare compared If propertyvaluesrise, the effectivetax rate will go down
andvice versa The objectiveof the effectivetax rateis to generateequaltax revenuesisingtaxablevaluations
from differentyears

Rollback tax rate: Therollbackrateis a calculatednaximumrateallowedby law without voterapproval The
rollback rate provides the City the same amount of tax revenuespentthe previous year for day-to-day
operationsplusanextra8 percentincreaseor thoseoperationglus sufficientfundsto pay debtsin the coming
year. If anadoptedrateis higherthanthe rollback rate,voterscancirculatea petition calling for an electionto
limit the sizeof thetaxincrease

Distribution of Total Tax Rate $

City of Heath

M&O, 0.2636
City of Heath

1&S, 0.0797

The total direct and overlapping taxes for our citizens currently are $2.7562 per $100 valuation.
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GOVERNMENT FINANCE OFFICERS ASSOCIATION
Distinguished
Budget Presentation
Award
reres D
City of Heath

Texas

Forthe Fiscal Year Beginning

October 1, 2010

= §

Presidont

Executive Dwrector

The GovernmentrinanceOfficers Associationof the United Statesand Canada(GFOA) presenteca
DistinguishedBudgetPresentatioward to City of Heath, Texasfor its annualbudgetfor the fiscal
year beginningOctober 1, 201Q In orderto receivethis award,a governmentalnit must publisha
budgetdocumenthatmeetsprogramcriteriaasa policy documentasan operationgyuide,asafinancial

plan, and as a communications device.

This awardis valid for a periodof oneyearonly. We believeour currentbudgetcontinuesto conform
to programrequirementsand we are submittingit to GFOA to determineits eligibility for anothe!

award.
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CITY OF HEATH HISTORY
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In 184(Q the TexasCongres®rdereda centralgovernmentoadto be built from Austin to the mouthof the Kiamichi
Creekatits intersectiorwith the RedRiver. Thisroadcrossedhe Eastfork of the Trinity River in the Black Hills.

The Black Hills wasnamedfor therich, blacksoil. The black soil providedabundantropsfor settlers,immigrants
andwild gameandhometo wild turkeys,deer,geeseducksandbuffalo. The Black Hills also providedplentiful
timberlandandwater Willow treeswereso abundangroundthe naturalwatersourceghatlocationbecameknown
asWillow Springs

Darr Estateswas the stomping ground for free roaming buffalo. Each day at sundown,buffalo would migrate
throughwhat is now Darr Estates Children were summonednside to the safetyof their homesby a ringing bell
whenthe buffalo wereonthemove

Thelate 1800s wasa periodof steadygrowthfor the Black Hills. Rockwall Countyassumedhe operationof Barnes
Bridge (bridge which crossedthe Eastfork of the Trinity at the Black Hills allowing transportationinto Dallas
County) Businessetocatedin town. Two schoolswereestablishedonein the north on the Pinionfarm; onesouth
near the Baptist Church The two schoolswere creatednot from merely growth but due to a quarrel between
individualsin the northandsoutharea

During the 1870sto 1880s, Texaswasevolvingfrom anindependenterritory to a state Countiesweredivided and
re-divided The Black Hills wasoriginally zonedin HendersorCounty,then Nacogdoche&£ounty, next Kaufman
County In 1873 a petition was grantedsituatingthe Black Hills within the boundariesof the smallestcountyin
Texas In 1880Q thefirst postoffice wasestablishedor the farming community,by then,commonlyreferredto as
Heath

In 1902 HeathIndependenSchoolDistrict wasformed A new schoolwas constructecbn the site of the current
HeathCity Hall complex

In 1916 the town of Heathwas devastatedy fire; the first of threefires that destroyedousinesseand slowedthe
steadygrowth earlierexperienced The growthwasfurtherimpactedby the changen livelihood. Theoncebooming
farm town no longer provided revenuesufficient to supporta family with a small farm; only large farms were
profitable After the 1920s, a declinein populationwas realized when work beganto be soughtin the bigger
surroundingcitiessuchasDallas

In 1949 the town populationwas 200. Heath school madethe decisionto close and mergedwith the Rockwall
IndependenSchoolDistrict.

Thetown of Heathwasincorporatedn Octoberl2, 1959 In 1969 Lake RayHubbardbecameareality andthe City

of Heathrealizedfirst revenue One hundreddollars ($100 was generatedy a franchisewith TexasPowerand

Light. By 197Q populationhad grownto 520 stemmingfrom homeconstruction Newcomerswere (andstill are)
attractedo the opennes®f rural living andproximity to Lake Ray Hubbard Populationestimateshaveblossomed
to 7,400

Heath: A place to call home for a lifetime.
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CITY OF HEATH

TIMELINE HIGHLIGHTS

First post office established.
Heath Independent School District formed.

First of three fires that devastatedthe City
destroying businesses and slowing growth.

Population 200. Heath ISD merged with
Rockwall Independent School District.

The City of Heath was incorporated October 12.

Lake Ray Hubbard becomes a reality.

Census, 449 residents
Terry Park grand opening.

Census, 1,459 residents

Heath Community Center Board generousl:
donated the land for the Heath City Hall.

Heath City Hall constructed.
Census, 2,108 residents

Heart of Heath5K Run/Walk begunby a group
of dedicated volunteers.

Amy Parks-Heath Elementary School opened.

Heath Economic Development Corporation and
Heath Municipal Benefits Corporation established

Census, 4,149 residents
City of HeathCity CharteradoptedSeptembef4

changingthe type of governmentclassificatior
from "Type A-General Law" to "Home-Rule."

Terry ParkreopenedSeptembe@5 following an
8-month renovation.

Census, 6,921 residents
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COMMUNITY PROFILE

€ a premierresidentialcommunitylocatedalong the shoresof
Lake Ray Hubbard in Rockwall and Kaufman Counties.

The City of Heathis committedto preservinga specialway of
life whererolling hills and the sparkling lake provide a serent
backdrop for beautiful neighborhoods and distinctive homes.

Rush Creek Yacht Ciub

While this pastorakettingoffersa senseof beingremovedfrom the bustleof city life, residentenjoy spectaculaviews of the
Dallas skyline and easy access to the business, cultural and entertainment amenities of the Metroplex.

H e a tgirowirgtrail systemandtwo municipalparks,includingonealongthe lake, contributeto anenjoyabldifestyle. First-
classrecreationabpportunitiesare also offered by RushCreekYacht Club, hometo Olympic Gold Medalistsailors,andthe
award-winning Buffalo Creek Golf and Country Club.

Exemplaryschoolsinclude the state-of-the-arRockwall-HeathHigh School. The City welcomesthe adventof low-impact
businesses to provide goods, services and entertainment to its growing population.
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CITY OF HEATH

HOMETOWN EVENTS

The City of Heath hosts 3 annual events that celebrate the history, heritage and spirit of the community.

The fun beginsbright and early every 4th of July at the
City of H e a tAhnbiadIndependenc®ay ParadeStaginc
for the paradeis at 8 a.m.,judging andawardsare at 8:30
a.m.,andthe paradebeginsat 9 a.m.at Amy Parks-Heatl
Elementary School at 330 Laurence Drive.

Annual Independence Day Parade, July 3
Any individual, family, neighborhoodbusines®or organizationis welcometo participatein the City of Heathparade A Best

DecoratedAward is presentedn severalcategoriesncluding: Float; Bicycle; Wagon/Stroller;Golf Cart; Off-Road Vehicle;
and Antique Car. There are also awards for Best Cos

Heart of Heath S5k Run/Walk, April

3 '{"‘ : Establishedn 1994 by a groupof dedicatedsolunteersthe Heart
of Heath5k RunWalk waspresentecightconsecutiveyearswith
proceedsgoing towards the constructionof the Towne Centel
Park, located behind Heath City Hall.

After a four-yearhiatus,the City of Heath SpecialEventsBoard picked up the racebatonin 2007 to continuethe succes
story of the Heart of Heath. Proceeds from the event benefit the Heath Trail System.

Come welcomethe holiday seasorwith your friends and
neighborsat the HeathHoliday in the Park, presentedy
the SpecialEventsBoardthefirst Fridayin Decembemat 7
p.m. at the Towne Center Park Pavilion located behind
City Hall.

Annual Holiday in the Park, December

This cherishedcommunitytradition will featureall of thes e a s favoritesincluding the Tree Lighting, SantaClausand
performancesy choirs from Amy Parks-Heathand Dorothy Smith Pullen ElementarySchools.After strolling along the
beautiful lighted vignettes in the park, warm up inside the Community Room with free cocoa, wassail and cookies.

Be sure to bring your camera to capture your children enjoying their visit with Santa and a ride on the charming mini
train.
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CITY OF HEATH

PARKS AND TRAILS

Heath residentscan enjoy fun and recreationright in their own hometownas the ¢ 0 mmu n partksyadddrails systern
continues to expand with opportunities to relax, play and exercise.

RECREATION FACILITIES

Towne Center Park -  located behind City Hall at 200 Laurence Drive

Towne CenterParkis circled by a pavedtrail that continuesinto the Highlandsof HeathneighborhoodThe park alsooffers
soccer,football and baseball/softbalfields, volleyball and horseshogits, a playground,restroomfacilities and a beautiful
stone pavilion with picnic tables.

The fields and the pavilion, which are availablefor private rental, are the site for many community eventsincluding the
Annual HeathHoliday in the Park,NationalNight Out, Heartof Heath5k RunWalk, andicy cold popsicledor all following
the Heath Independence Day Parade.

[Towne Center Park Field Reservations & Fees]

Terry Park - located lakeside at the end of Terry Lane

The recently renovatedpark featuresa state-of-the-art,two-lane boat ramp with two courtesy docks, walking trails,
landscaping, lighting features, a new restroom facility, covered pavilion, paved parking and erosion control.

The projectwasmadepossiblethrougha grantfrom the TexasParksandWildlife CommissionCity funds,anda gift from the
developers of The Peninsula and Le Chateau.
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TRAIL LOCATIONS

Towne Park Centre into Highlands of Heath neighborhood (see below)
Buffalo Creek Golf Club Estates from the community entrances at Kings Pass.
\“‘ A
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o/ AmuA Parke-Heath Elementary
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‘s,

City of Heath
Towne Center Park Trail
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CITY OF HEATH

DEMOGRAPHICS
Population Demographics
7,000 | 6,921
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® Population ®Households

The populationin the City in 2000was3,917andchangedo 6,921in 2010, representing changeof 77%. The numberof
households in Heath in 2000 was 1,424 and in 2010 was 2,451, representing a 72% increase.

Population by Age

® 1990 = 2000

In 1990, malesrepresented0.2% of the populationand in 2000, 50.3%. In 1990, femalesrepresentedt9.8% of the
populationandin 2000,49.7%. In 2000,the mostprominentagegroupis 35-44years. The groupleastrepresentedh this
population is 85 years old and over.

36



CITY OF HEATH

DEMOGRAPHICS

Population by Race and Ethnicity, 2010

® White, 6134, 89%

m Black, 124, 2%

= American Indian or
Alaskan Native, 25,
0%
B Asian, 123, 2%

B Hispanic, 431, 6%

Two or more
races, 79, 1%

= Some other race alone, = Native Hawaiian and
4, 0% other Pacific Islander,

1,0%

In 2010, the predominantace/ethnicitycategoryin Heathis White. The race/ethnicitycategoryleastrepresenteds Native
Hawaiian and other Pacific Islander.

Occupancy Status

2,500
2,000
1,500
1,000
500
1990 2000 2010
® VVacant Housing 73 117 125
B Occupied Housing Units 727 1,307 2,326

In 2010, the City had 2,326 occupied homes and 125 homes vacant (5%); representing a 5% decrease in vacant hi
1990 (10%).
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CITY OF HEATH

DESCRIPTION OF FUND STRUCTURE

The financial structureof the budgetis organizedby funds A fund is generallydefinedasa fiscal andaccounting
entity which hasits own self-balancingsetof accountsfor recordingcashand otherfinancial resourcesaswell as,
anyliabilities or residualequitiesor balances Normally, fundsaresegregatedbr the purposeof carryingon specific
activitiesor attainingcertainobjectivesin accordancavith specialregulationsyestrictions,or limitations.

The two types of funds utilized are Governmentaland Proprietary Governmentalfunds are used for most
governmentahctivities, while Proprietaryfundsare basedon the premisethat the city serviceshouldbe conducted
asabusinesswith userfeescoveringexpenses Governmentafundsinclude GeneralFund,Capitallmprovements
Fund,Debt ServiceFund,and SpecialRevenud-unds Proprietaryfundsinclude Waterand SewerFund,andSolid

WasteEnterpriseFund

To maintainclarity andconsistencyin all reporting,the basisof budgetingandthe basisof accountingusedfor the

financial reporting are the same The basis of budgetingfor the GovernmentalFunds are preparedusing the

modified accrualbasisof accounting Revenuesre recognizedassoonasthey are both measurableand available

Revenuesireconsideredo be availablewhentheyarecollectiblewithin the currentperiodor soonenoughthereafter
to payliabilities of the currentperiod For this purposeyevenuesareconsideredo be availableif theyarecollected
within 60 days of the end of the currentfiscal period Expendituresgenerallyare recordedwhen a liability is

incurred, as under accrualaccounting However, debt service expendituresas well as expendituresrelatedto

compensatedbsenceandclaimsandjudgmentsarerecordeconly whenpaymentis due

Budgetarycontrolis maintainedat the division level in eachdepartmentabudget

Propertytaxesandinterestassociatedvith the currentfiscal periodareall consideredo be susceptiblgo accrualand
alsohavebeenrecognizedasrevenuesf the currentfiscal period Salestaxescollectedand held by the Stateand
merchantsat yearendon behalfof the City arealsorecognizedasrevenue Franchisgaxes,finesandpermits,and
miscellaneousevenuesare not susceptibleo accrualbecausegenerallythey are not measurablauntil receivedin
cash

Governmental Type Funds

General Fund - the primary operatingfund for the City. Financialresourcesnclude property,salesand other
taxes,franchisefees,fines, licensesandfeesfor services Operatingexpenditureprovidesupportfor traditionaltax-
supportedmunicipal servicessuch as Public Safety, Parks and Recreation,Administration, and Public Works
operations

Capital Improvements Fund - accountsfor the acquisitionof capital assetsor the constructionof major capital
projects (such as streetsand sidewalks) not being financed by proprietary funds Financial resourcesinclude
proceeddrom the saleof obligationbonds,certificatesof obligation, TXDOT funds,Impactfees,andoperatingfund
transfers

Debt ServiceFund - accountdor the resourcegccumulatecind paymentamadefor principal andintereston long-
termgeneralobligationdebtof governmentafunds Financialresourcegeneratedy a tax levy basedon property
values usedto pay debtsincurredthroughthe saleof obligationbonds,certificatesof obligation, notespayableand
other debtinstruments The bondsfinancelong-term capital improvementsto streets,parks, buildings and other
infrastructureprojects

SpecialRevenueFunds - specificrevenuesourceghat arelegally restrictedto expendituredor specifiedpurposes

(notincluding expendablérustsor major capital projects) Fundsunderthis categoryinclude Public SafetyFund,
StreetEscrowFund,HEDC 4A SalesTax Revenud~und,andHMBC 4B SalesTax Revenud-und
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CITY OF HEATH

DESCRIPTION OF FUND STRUCTURE

Proprietary Fund

Enterprise Funds - accountfor operationghatarefinancedandoperatedn a mannersimilar to privatebusiness

the intent of the City is to provide goodsor servicesto the generalpublic on a continualbasisthat will be self

supportingthroughthe usercharges Two enterprisefunds are maintained Water and Sewer Fund - operates
the water distribution systemand the wastewateitreatmentplants, wastewatempumping stations,and collection

systemsandSolid Waste Enterprise Fund - accountdor operationf the sanitationfunction of the City.

All proprietaryfunds are accountedor usingthe accrualbasisof accounting Underthis method,revenuesare
recognizedvhentheyareearnedandexpensesarerecognizedvhentheyareincurred

Organizational Fu

City of Heath
d
Chart

Component Units
4A EDC, 4B MBC

Governmental Fu Proprietary Fund
Types (Modified Types (Accrual
Accrual Acctg) Accounting)

Capital : Special Revenue "
‘ General Fund Improvements Fur‘d Debt Service Fund Funds Enterprise Fund
= 4A EDC —{Water Utilities Fun:

= 4B MBC | Wastewater Utili
Fund
= Police Donations(}{ |
Solid Waste
I Enterprise Fund

Municipal Court
Technology Fund

|| Municipal Court
Building Security

Juvenile Case
Manager

== Park Donations

==  Street Escrows
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CITY OF HEATH

STRATEGIC PLANNING - IDEAL TIMELINE

Date Action/Event
January City Council Review of Comprehensive Annual Financial Report
February City Council Retreat Work Session
* Review of the City's Financial Condition
* City Council goal setting
Forecast models communicated to each department
March Each department submits revised current year expenditures and estimates for the upcomir
Capital improvement program impacts and capital equipment needs are evaluated.
March - May Mid-year determination of revenue assumptions and projections for current budget
April Budget worksheets are presented. Preliminary direction from the City Manager regarding
appropriate budget guidelines and strategy is given to each department.
April - June Determination of revenue assumptions and forecast revenue for next fiscal year
Mid May Submission of Departmental Budget proposals are due.
Preliminary Taxable values received from Rockwall County Appraisal District
June Budget Workshops: City Council and Management
July Certified Tax Roll received from Rockwall County Appraisal District
August Budget Briefing (s)
September Budget Public Hearings
City Council Approval of the Budget
October Fiscal Year begins

Begin Tracking Performance Measures
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CITY OF HEATH

STRATEGIC INITIATIVE

The City of Heath has beenand is committedto its vision of being "A lakesidecommunity of premiere
neighborhoodsith opengreenspacesparksand trails, cultural amenities,an exemplaryeducationakystem,
anddistinctive economicdevelopmenin orderto providethe highestlevel of public services- a placeto call
home for a lifetime." In 2008 the City's comprehensiveplan was updatedand intendedas a long-range
planning tool to be used by City staff, decisioamakers and citizens to guide the growth and physical
developmenbf the communityfor 10 years, 20 yearsor evena longer period of time. The comprehensive
planning strategiesand initiatives were the sharedvision of the ComprehensivePlan Advisory Committee
(CPAC), city leadersandthe public. Citizenswereinvited to provideinput via a CommunityWorkshop,where
theyparticipatedn a Visual CharacteiSurvey(VCS), questionnaireandgroupbrainstormingexercise

Strategic Planning Process- Strategicplanninggiveselectedofficials and managemenprofessionaldhe tools
to respondo rapidchangesn technologymarketsandcustomerexpectations

The City's continuing effort has resultedin a comprehensivestrategicplanning processthat is designedto
achievetwo broadpurposes (1) to developan organizationalclimate that respondsproactively, ratherthan
reactively,(2) to alignthe City's resourcesvith the mostimportantchallengegacing Heath

Throughthis processthe City:

(1) identified vital strategicpriorities that will enablethe City to move forward in accomplishingts
missionstatement

(2) determinedhow it will respondaddressinghesestrategicpriorities, the methodsit will usein
meetingpriorities,andthe "benchmarks'it will useto measureesults

(3) alignedthe City's personnelfiscal and capital resourcego addresghe mostcritical issuesfacing
the community and

(4) seekto maintainthe public'sconfidenceandtrust andtheir City leadersare working with themon
theissueghatthey believearekey to improving the quality of their lives.

Thestrategicplanningprocessesultedin along-term, broadoverviewdescribingthe City's strategicnitiatives
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