




 

The City of Fredericksburg 
126 W. Main St. • Fredericksburg, Texas 78624-3708 • (830) 997-7521 • Fax (830) 997-1861 

 

 
Date:       July 30, 2021 
 
To:          Mayor and City Council 
    
From:      Kent Myers, City Manager 
 
Subject:   Budget Work Session Next Wednesday 
 
Our third City Council Work Session on the proposed FY 2022 City Budget is scheduled for this 
Wednesday, August 4 at 4:00 p.m. at the Cardinal Room at Lady Bird Johnson Golf Course.  
This meeting will include a discussion of the proposed budgets for the enterprise funds and 
several special funds. In addition, we expect to have information from the Appraisal District on 
property values by this meeting so that we can begin the discussion on a proposed property tax 
rate for next year.  Council discussion and direction is also needed on several other budgetary 
issues including employee salaries, use of American Rescue Funds and the budget for the 
operation of Town Pool.   
 
Due to the numerous budget items that will be discussed at this meeting, it is expected that the 
meeting will last at least 2-3 hours. We plan on taking a break for dinner about 5:30 p.m.  
Following this meeting, the staff will revise the proposed budgets based upon City Council input.  
We then plan on providing you with a budget document including all funds for your review and 
discussion at the fourth Budget Work Session scheduled on August 11.   
 
Electric Fund 
The proposed budget for the Electric Fund is attached to this memo.  Over the past two years we 
have added several major capital items to the Electric Fund Budget including funding for the 
new Electric Services Building, purchase of new electric meters and replacement of the lighting 
on Main Street.  In FY 2022, we are not proposing any new major Electric Fund projects due to 
limited resources that are available.  By reducing our costs and utilizing some of our fund 
balance, we will be able to avoid a rate increase in FY 2022. However, it is likely we will need 
an electric rate increase in FY 2023. If approved next year, this would represent the first increase 
in rates since 2015 and would still put us well below the average rates for other electric utilities 
in this area.     
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The proposed Electric Fund Budget for next year is $12,547,419 which is a sizeable decrease 
from the current budget of $13,391,503.  To cover these proposed expenses, we will need to use 
$492,361 in fund balance. As shown on the fund balance report, we have sufficient funds to 
cover these expenses.  However, this will reduce the total fund balance below the level 
established in our financial management policies.  Based upon these policies, this will need to be 
addressed within one year which is why we will need to consider a rate increase in FY 2023.   
 
There are no new employees included in the proposed Electric Fund Budget.  The budget does 
include 50% of the costs for the Meter Tech position added during the mid-year budget process. 
As in the other funds, this budget also includes a 2% merit increase and a 2% COLA increase for 
electric employees.  We plan on discussing employee salaries later in the meeting and this can be 
adjusted based upon Council direction.  The proposed Budget also includes ½ of the costs for 
EDC funding which is proposed to increase in the coming year.  One of the items previously 
discussed with the City Council that is not included in the proposed budget is the cost for land 
acquisition for a new substation.   
 
Water Fund 
The proposed Water Fund Budget for next year is $17,447,871.  This is a major increase over the 
current Water Fund Budget of $9,528,132.  This increase is primarily due to increases in capital 
improvements for both the water and sewer system.  Some of these improvements are to replace 
or upgrade existing infrastructure while some of the improvements are to serve new 
development.  In addition to utilizing our water operating revenues, the attached fund balance 
report shows that the improvements are also proposed to be funded from excess water bond 
funds, impact fees and the American Rescue Fund.  It is important to note that no water or sewer 
rate increase is proposed in next year’s Budget. 
 
In terms of expenses, no new employees are requested for the Water Fund.  However, the other 
½ of the costs for the Meter Tech position is included in this Fund along with the salary increases 
previously mentioned.  This budget also includes ½ of the funding for services provided by the 
EDC. The Budget also proposes use of American Rescue Funds to purchase new generators at all 
water well and water pump sites.  In addition, new equipment is included in the proposed budget 
including a new bobcat.  Proposed capital improvements include the following: 
 

• Completion of the Boot Ranch Lift Station-$1,500,000 (75% funded from impact fees) 
• Water and sewer improvements in W. Live Oak Road area-$1,155,000 (impact fees) 
• Water main rehab projects-$300,000 
• Sewer main rehab projects-$300,000 
• E. Main Street water rehab -$3,000,000 ($2 million from remaining water bond funds) 
• Friendship Lane sewer improvements-$2,000,000 (impact fees) 
• Effluent irrigation improvements for Sports Park-$850,000 
• Pressure relief valve for Heritage Hill Country area-$100,000 
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Golf Fund  
The proposed budget for the operation of the Golf Course by Touchstone was discussed at the 
previous Budget Work Session. The attached budget totaling $148,724 covers the City’s 
administrative costs. Most of these costs ($107,844) are related to the payment of principal and 
interest to the Electric Fund and Sanitation Fund for the previous $2 million loan for golf course 
improvements. 
 
Sanitation Fund 
The next major budget included in the attached information is the Sanitation Fund which 
includes a total proposed FY 2022 Budget of $2,641,672.  This represents a slight decrease from 
the current Budget of $2,873,338.  No increases in sanitation rates are proposed in the coming 
year.   
 
Sanitation Fund expenses proposed for next year include a new employee and new trash cans to 
allow the City to expand our Main Street trash container program. As you may recall, one of the 
Council’s budget priorities for FY 2022 was for the City to maintain a clean and beautiful 
appearance.  We often have trash containers that are overloaded on busy weekends. So, we are 
proposing an increase in the number of containers and an expansion of the area covered by this 
program.  Other new expense items in this Fund include the purchase of a new garbage truck, 
zero turn mower and partial funding for the new message boards and engine diagnostic 
equipment.  
 
EMS Fund 
The proposed EMS Fund Budget for next year is $3,934,656 which is a major increase over the 
current budget of $3,055,277.  This Budget includes a recommended increase in EMS charges of 
$100 per call.  If this Budget is approved, the cost to the City for EMS would increase from 
$1,006,845 to $1,282,297.  The County’s cost would increase from $831,846 to $1,107,298.    
 
This Budget is proposed for an increase due to the increase in EMS calls over the past several 
years. This increase in calls will require us to add a third EMS unit based at the South Station 
that will require 6 additional paramedics to fully staff.  We are also recommending an increase 
from $15.70 an hour to $19.45 an hour for part-time EMS employees to recruit and retain these 
employees.  The only other major budget increase that is proposed is the purchase of a new 
ambulance at a cost of $107,606 for three years. The Budget does not include any increases in 
dispatching costs since we have not received the proposed dispatching budget from the County. 
 
Tourism Fund 
The proposed Tourism Fund Budget for FY 2022 includes many changes from the current year.  
As in the past, City staff worked with CVB staff in developing this Budget particularly in 
projecting HOT revenues for next year.  Based upon our discussions, we are budgeting a 7% 
increase over our projected HOT revenues from the current year. If the number of COVID cases 
continues to increase and visitor traffic to Fredericksburg is impacted, these revenues will 
decline.  In this happens, we will need to take steps to reduce the expenses included in the 
proposed Tourism Fund Budget. 
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The total Tourism Fund Budget proposed for next year is $5,421,909.  This is a large increase 
over the current Tourism Fund Budget of $3,372,637.  Please keep in mind that the current 
Budget was developed last summer during the peak of COVID when tourism traffic was very 
slow.  As you know, visitor traffic has increased dramatically which will allow us to fund some 
of the expenses that have been reduced or eliminated in the past year.  And, though the proposed 
Budget shows a deficit of $378,060, our fund balance can cover this deficit.   
 
The largest expense included in the Tourism Fund Budget is the 5/7th contribution to the CVB. 
The increase in HOT revenues will increase this contribution from $2,475,228 to $3,595,785 in 
FY 2022. This will allow the CVB to include several new and expanded programs which Ernie 
will share with you at the Work Session.   
 
Other major changes in this Fund that are proposed in FY 2022 include the following: 
 

• Addition of new full-time employee dedicated to maintenance of Marktplatz due to the 
retirement of Stephen Itz 

• Addition of janitorial services for cleaning of restrooms at Marktplatz and Visitor’s 
Center seven days a week 

• Increase in funding for special events such as the New Year’s Eve event that was 
eliminated during COVID 

• Funding for the additions to Marktplatz which includes carry-over of the $200,000 
approved last year and an additional contribution of $200,000 

• Replacement of Christmas lights that were damaged during the winter storm. 
Contract with the Former Texas Rangers to operate Fort Martin Scott if approved by the 
City Council next month.   

One other topic that we want to discuss at Wednesday’s meeting is the need to start planning the 
future expansion of the Visitor’s Center.  This expansion includes the need for additional office 
space and a larger conference room. Due to the unexpected increase in HOT revenues over the 
past year, the City has additional fund balance that can be dedicated to this expansion.  CVB also 
has some fund balance that they may dedicate to the costs of this expansion. It is recommended 
that we consider adding funds to cover architectural services to develop the expansion plans and 
also dedicate additional funds for construction.   
  
Drainage Fund 
The last major fund included for discussion at next Wednesday’s Work Session is the Drainage 
Fund.  No increase in drainage fees is proposed for the coming year.  The total Budget for the 
Drainage Fund is proposed for $734,708 compared to the current budget of $649,683.   
 
One major change included in this Fund is the start of a new residential street sweeping program 
which will help address the Council’s priority of a cleaner more beautiful community. This will 
require the addition of one new employee and the purchase of a new street sweeper at a cost of 
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$103,283 over three years. Another major increase in this fund is for the design of the N. Llano 
storm sewer project which we hope to begin in the next several years. 
 
Other Funds 
The proposed budgets for several other funds are included for discussion at Wednesday’s Work 
Session. This includes the Food and Wine Festival Fund, Debt Service Fund and Police 
Forfeiture Fund. No major changes are proposed in these smaller funds. 
 
The Emergency Management includes the purchase of two new generators for two of the radio 
towers.  And the Health Insurance Fund includes a 10% increase in health insurance 
contributions from the City and employees who have dependent coverages.   
 
Other Budget Issues 
In the next several days, we expect to get the certified property values from the Gillespie Central 
Appraisal District.  Once we get this information, Laura will prepare information on several 
different property tax rates. This information will be sent to you prior to the meeting for your 
review. 
 
In terms of employee salaries, we are still waiting on the results of the salary study which 
compares our salaries with 14 other cities in this area.  This information may not be available by 
Wednesday’s meeting. So, we may need to wait to discuss this study at the August 11 Work 
Session. 
 
As related at the General Fund Budget Work Session, we have not budgeted any funds for the 
continued operation of Town Pool next year.  If the Council believes that we may want to 
continue to operate the Pool based upon our discussion at the last Council meeting and 
community input, then we need to add these costs to the General Fund Budget.   
 
Finally, we need to discuss the use of the new American Rescue Funds. Attached is a preliminary 
proposal on the possible use of these funds over the next year.  We will need Council input on 
this proposed use and any other uses that the Council would like to consider.  City staff has 
identified several other possible uses that we can discuss at Wednesday’s meeting.   
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