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City of Sherman
ANNUAL OPERATING BUDGET
YEAR ENDING SEPTEMBER?Z28,
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$2,76Q000 andl4%, and of that amount4¥6,000 istax revenue to be raised
from new property added to the tax roll this year.

Absent:ShawnTeamann
Against:None

Property tax rate
No-new-revenue tax rate

City Council Record Vote

For: David Plyler, MayoPamela HowethDeputy Mayor; Council Membedsiston Dobbslosh
StevensonHenry MarroquinandDaron Holland

FY2022 FY2023

No-new-revenue maintenance and operations tax rate

Voter-approval tax rate
Debt rate

The total amount of outstanding municipal debt obligations secured by property taxes is

$97,280,000.

Outstanding Debt

0.489000 0.469932
0.460628 0.416353
0.312520 0.254785
0.522884 0.503816
0.183423 0.204576

LINE
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CLASSIC TOWN. BROAD HORIZON.

September 302022

The Honorabl®avid PlylerMayor, and
Members of the City Council
City of Sherman, Texas

TheCitystaff is pleased to present thisnnual Budgeand Capital Improvement Pldor the City

of Sherman, Texas for Fiscal Y&8£2-2023 This budgetincorporates the decisions made
through the budget process and supports the ongoing mission of the City of Sherman. That
mission is captured in the following statement:

The mission of the City of Sherman is to enhance thell-being of the citizens
by providing efective, efficient, and courteous public services, by supporting a
strong local economy, and by providing fquality-of-life activities. This mission
is founded on principles of opennesfirness,and fiscal responsibility.

This budgetaddresgs various issues includingompensation, policefacilities, fleet, and
equipmert.

Budget Process

The Budget process began wittwarkplan and financial update for 022 Various projects,

such as the new police headquarters, utility capital projeatsl, fleet and equipment purchases,

are in various stages of completioriThe General Fund is projected to end FY 2022 well above
the targeted level due to the large increase in sales tax revenues. The Utility Fund ended its
downward trend inreserve levelglue to a rate increase of about 4%. The Solid Waste Fund
incurredan unplannedxpense from the addition of a Commercial Solid Waste truck to the fleet.
Capital projects, adequate staffing for the increased demand for city servie@sl maintairng
current infrastructureare critical issue andthe focus of theFY2023Work Plan. In November

of 2021, Texas Instruments announced Sherman as the location of the largesbraco
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development project in Texas historyhen fully built, the $30 billion microchip production
facility will be among the largest factories in the United States at 4.7 million square feet and

employment of moreghan 3,000 people. Construction of thest two of four phases has already

begun with production expected in early 2025. In June of 2022, Globitech, Inc. announced its
intention to construction a $5 billion silicon plant in Sherman that will employ 1,500 people.

About 8,000 single familynal 11,000 multfamily unitsare under various stages of development

The FY 2023 Work Plarcludes staffing and projects anticipating the direct and indirect effects

of this economic activity.

Base budgets for each department were established usihga S NI 3 S

2T (KS

fFacd

expenditures, then adjusted for certain items. Departments submitted their requests for
increases to their base budgets. Fleet and other capital items were considered separately. City

staff presented a budget using @atives from the planning meeting and department input at

the June7™ budget workshop.

¢KS NBadzZ GAy3 5N Fd .dzR3ISG 46l a LRAGSR 2y
hearing was held on the budget ordinance with final adoptibthe August &, 2022,City Council

meeting

The Council may amend the budget by resolutihming the fiscal year. Budgetary control is

GdKS

exercised at the fund level; the City Manager may move all or part of any unencumbered
appropriation balance among departments within each fund but only the City Council may
AYONBIFAaS (KF{G FomyRQA G20F € I LILINE LINR |

Budget Calendaf FY 2023

Activity Date Description

Requirement
Reference

Financial and Work Plan

Financial and Work Plan| - a0 19 2022 | update for FY 2022; Current

Update financial conditions
FY 2022 Work plan update,
projects, Comprehensive
Budget Workshop June 72022 Master Plan, Utility planning,

Downtown, Rec Center
planning. FY2023 work plan
and Council direction

/
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Proposed budget is filed with
municipalclerk and posted on

City Clerk July 15, 2022 website 30 days before tax is LGC 102.003
levied
. . . Notice must be posted at leas| CityCharter
l;lr(])tchue dOfGtPEJVt\)/“er:teea)mng July 31, 2022 | 5 days prior to the hearing ang Article V.
9 to the adoption Section 3
Notice of Public Hearin Notice must be posted at leas| Local Gov
on Budget (Newspa er? July 31, 2021 | 10 days before the budget Code
9 pap hearing and adoption Chapter 102
Proposedudget submitted at | City Charter
Public Hearing on Budge August 1, 2022 least 50 days prior to beginnin Article V.

of each fiscal year

Section 2(a)

Notice of Public Hearing

At least 5 days prior to

City charter

; August 7, 2022 o . Article V,
on Final Budget submission for adoption Section 3(b)
Hearing after the 15th day Local Gov
Public Hearing on Budge August 15, 2027 after the date the proposed | Code

budget is filed

Chapter 102

Majority of members shall vote

for adoption not later than the i:tt?/clcéh\? rter
Ado.ptlon of Budget August 15, 202 twenty flfth Qay of September. Sectiond.
Ordinance If no action is taken, the .
(c), (d); LGC
budget shall be deemed to
102.007
have been adopted.
Must be a separate agenda
e . Local Gov
Ratification of Property J item and vote than the .
August 15, 2022 . Code Section
Tax Revenue Increase adoption of the budget 102.0070)

ordinance

Budgeting Overview

Most of the CityQ a

2LISNI A2y a

I NB

I 002dzy G SR FT2NJ Ay
public safety, street maintenance, socsarvices, management functisnparks and recreatign

G K NJ

and other items associated with general governmental functions. The Utility Fund accounts for
the water and wastewater activities of the City. The Solid Waste Fund accounts for the collection
and diswsal of residential and commercial solid waste.
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FY2023Budget Highlights

TheFY2023 AnnualBudget is an operational and financial plan for the programs and services
provided by the City during the coming yedrhis budgefocusescompensation and personnel,
Utility Fund planning, City facilitieggnplementation of an updated Comprehensive Mad¥ain

and a 2023 Certificate of Obligation for project fundinghe adopted $60.4 million budget
includes funding for akxistingservicesand capital improvements for the upcoming year. Of
that amount, $85.7 million is for operations, such as polidge, administration, watersewer,

and solid waste service$8.4 million is for debt serviceand about $6.3 million is for capital
assets andmprovements. Thiadoptedbudgetis about$35.3million more than the original FY
2022budgetdue primarilyto anincrea® in capital spendingnd operations including additional
personnel and equipment

Fund balances are maintained at target levatsthe Genera) Utility and Solid Wastd~undks.
Fund balance target levels are-80 days for each dhe three major funds. The Genertlility,
and Solid Waste Fundse projected to bed0, 62 and 60, respectively.

General Fund revenues are expected be@ more than last year Sales Taxs projected to
increase about $4.5 million due to the 12% growth the City experienced in FY 2022 and from sales
tax collections from increased industrial and residential growtincreased revenuefor
engineeringand permitsadded about $1.2 million.

Utility Fund revenues are expected timcrease A three percent(3%)increasein water rates
and a gvenpercent (%) increase in sewer rates are expected to generate abos®,$90 in
revenue to help restore reserves, finance systexpansion andmprovements, and pay debt
service.

Utility Fund expensesare budgeted toincreasecompared toFY2022 due to an increase for
personnel and capital expenses.

Solid Waste Fundevenueis expected to continue to grow, with most of the increase coming
from commercial activity.

To addressompensation employee base pay includesfige percent §%) acrosshe-board
increasewith additional changes for public safety personnel.

The General Funds balancedfor FY2023 Revenues were better than projected fBiy2022

giving the fund additional spending capacityR¥2023 Tax Notes, to be repaid from property
taxes, will be used to finance abou#.$ million of fleet and equipment purchasesThree
Grounds Maintenance Wrkers, a Building Inspector, eight Firefighters, a Street Superintendent,
GIS Coordinator, Development Planner, two Patrol Officers, a Street Department Equipment
Operator and six Maintenance Workers, a Traffic Operations Techradtarstodianand a part

time Library Assistardre budgeted.
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TheUtility Fundis balancedfor FY2023due to an increase in water and sewer ratééine new
positions are funded including a Maintenantechniciarat the Water Plant, two Water Quality
Workers a Pretreatment Specialist, two Laborgvgo Equipment Operators and a Customer and
Utility Services clerk.

The Solid Waste Funds balancedongoingdue to expected distributions fromii KS / A (& Qa
venture in the Texoma Solid Waste AuthorifAGWA Two new positions include an Assistant
Foreman and a Driver.

The budget ofthe General Improvement Fund includesprojects not yetcompleted in the
previous fiscal year and new projects funded by the anticipated issuance of &C20@f&cate of
Obligation.Ongoingand new streetprojects include bridge improvements at Center Steet and
McGee Street; extensions feriendshigRoad, Lamberth Road, Progress Drive, and Flddaay;
BeachClub Boulevard and Shepherd Drive constructaesign and rightf-way costs for FM

1417 between SH 56 and West Travis, and continuation of Bel Air Boulevard. City facility projects
include the completion of the Police Department Headquarters, combining Fire Stations Number
1 and 2, and land acquisiti for future public facilities. Park improvements include ballfield and
trail lighting at Pecan Grove Wesestroom and concession at Fairview Park, trail lighting and
restroom at Pecan Grove East,

The Utility Improvement Fundbudgetincludesdesign and construction of two water lines from

the Water Treatment Plant to the southside of town to serve the growing needs of the industrial
park and new residential and commercial development in the area. Additional projects are
planned to uplate the electrical system at the Wastewater Treatment Plan, replace the southside
industrial sewer, upsize the pump at the Lake Texoma Pump Station, construct a new Laboratory,
upsize the Water Treatment Plant, repair and replace sewer lines in downtberm&n, and

install generators at the Water Treatment Plant, Wastewater Treatment Plant, and the Lake
Texoma Pump Station addition to revenues from utility rates, funding sources also include
impact fees, contractual debt through the Greater Texométy#uthority, and grant funds from

the American Rescue Plan Act.

The following table depicts the original appropriations in each ofttiree majorfunds forthe
current and the prior year.

Fund 2021-2022 2022-2023 % Change
General $42,131,532  $53,468,814 26.91%
Utility $25,530,302  $27,762,772 8.74%

Solid Waste $8,409,929 $8,649,117 2.84%

10
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Appropriations increased for all funds with personnel due to abfossthe-board increasand
new positions The General, Utility and Solid Waste Fund added twsaten, nine, and two
positions,respectively. Additional fleet and equipment are budgeted for routine replacement
and for new positions.

Financial Goals

The City of Sherman has six primary goals for each buddpet. FX2023budget responds to the
/I AdGe 2F {KSNXIyQa FAYIFIYyOALf 32FKfta Fa F2fft2sayY

Goal: To maintairCityservices at the current level and to enhance services where appropriate.

This budgetfocuses orresourcing and managing the vast number and dollar amount of General
and Utility capital projects, resourcing for public safety, streets, parks, water and wastewater and
a continued balanced approach to maintaining what we have versus managmagsion The
principles that guided the work plan includdzhlancing the General Funcbnsideringthe
revenue cap from th&tate andkeeping reserve levels between 60 and 90 days in the operating
funds.

Goal: To provide a salary and benefit structure such thia¢ City will experience no more than
a normal rate of employee turnover.

TheFY2023budgetincludes &% increaseall employees

Goal: To provide for infrastructure maintenance and facility improvements.

Additional water and sewer revenu&®m the second year of five-yearrate planwill be used
for maintenance on the aging wastewater plant and utility lindhe City plans to issSu&39

million certificate of obligatiotio fund new strees, park improvements, and city facilities.

Goal: To provide adequate and reliable vehicles aedhnologyto allow our employees to be
productive.

The F2023budgetfunds 8B million in fleet equipment,and facility improvementsThe second
year of arenterprise camera system will be implementeoh additional GIS tech and server, and
backup replacements are budgeted.

Goal: To identify areas of financial risk and communicate them to the City Council.

11
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secondyear of that plarwill beimplemented in F2023including a 3% increase to the water rate
and a7% increase to the sewer rate.

Goal: To provide adequate reserve funds to ensure continued operations.
The internalbenchmark for each of the major operating funds has been set €068aysof
expenditures. The General Fund, Utility Fund, and SolideArasd reserves ar@0 days,62

days, and0 days, respectively. These balanees all above the amounts required Ithe City
charter.

Local economy

In November of 2021, Texas Instruments
Incorporated (Tl) announced plans to begin
construction on its new 3CMillimeter
semiconductor wafer fabrication plants in
Sherman. Construction began in May of 2022 on
what is the largest economic development
project in Texas hisry. The $30 billion microchip
production facility will be among the largest
factories in the United States once complete. The
4.7 millionsquarefoot fabrication plant will employ more than 3,000 g#de and contribute
millions of dollars to the Grayson County economy every year. In June of 2022, Governor Greg
Abbott announcedSlobitech Incorporated will establish an additional manufacturing facility in
Sherman. The facility will provide silicon tegy products and services to the worldwide
semiconductor industry. This project will create 1,500 new jobs and generate about $5 billion in
capital investment. Economic activity dramatically increased overnight after the
announcements.The property taxbase grew about9% from new property added to the tax roll

and an increase in the valued existing properties. The unemployment ratdor the City of
Sherman wa$.8% inJulyof 2022 down from4.7% from a year befor@ ¢CKS /AdeQa
below the State of Texas rate 4f4%, and the United States rate 8f8%. The median home
sales price hamicreased byabout 24%with less than 8 Y 2 y (skipgplQof inventory Building
permits increasd 30%across residentlacommercialand industrial sectorsSales tax increased
about 12% from FY 2(Rto FY2022 and is expected to continue at a robust pac®etall
contributesover half of city sales tax revenue and increase®#y withsignificant increases in
construction (46%), manufacturing (17%), wholesale trade (53%foaaddservicg12%) Other
increases are seen across almost every sector and are spread aenvergitaxpayers.

12
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distinctive character. Shopping, spa services, dining,
Sherman Museum, the Finley and Honey McG
theaters, Escape Room, Art Studio, and events such as
Snowflake Festival, Hot Summer NghtHispanic
Il SNAGEISE /NI FG GKS bA 3
celebration, Stroll on the Square, Earth Day, and the A& e
Fest make downtown attractive to visitors and residen
alike.

Long Term Focus

This budget was developadiith a focus orprojectsthat will set the stage for the futureThe
interaction between financing, capital improvements and the comprehensive master plan must
be considered.

Long Term Capital Financing

The City historically hagsed debt for funding water and wastewater projects through the
Greater Texoma Utility Authority (GTUA), with bonds issued on behalf of the City. tAgh &Y,
2023 Utility Fund budgetncludes contractual debt payments to GTUA for these cdsies City
alsohasalongterm lessesand Tax Notem the FleetFundand in the Utility Fundhat havebeen
used to finance equipment purchased over the past several yEarsficates of Obligationvere
issued in 2008, 2009, 2016and 20T, 2019,and 2022to finance park, streets, sormwater
projects, thelibrary remode]a new fire statiorand a new police headquarters.

*These certificates were refunded in 2017.
Five Year Capital Improvement Program

The City uses a capital improvement program to plan expenditures for construction and for
facilities acquisition. A fivgear planning horizon is used. Items related to General Fund
operations, whose eventual source of payment is the property tax anéro@eneral Fund
revenues, argyenerallyaccounted for in the General Improvement Fund. Items related to the
water and wastewater utility, whose eventual source of payment is the charges for these
services, are accounted for in the Utilitnprovement Fund. The first yeaf the capital
improvement programs funded while the remaining four years provide insight into anticipated
upcoming capital costs. The following are amonghigg-costitems included in the first year of

the General ad Utility Improvement Fund.

Moore Street from Park to Center $ 2,800,000

13
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Lamberth Road Thoroughfare $ 4,600,000
Friendship Righof-Way $ 1,750,000
Progress Drive $ 2,100,000
Flanary Drive $ 4,500,000
Beach ClulBoulevard $ 2,600,000
Shepherd Drive $ 8,600,000
FM 1417 Design and Rigbit-Way $ 3,300,000
Bel Air Boulevard $ 1,500,000
Combine Fire Stations #1 and #2 $ 2,000,000
Ballfield and Trail Lighting at Pecan Grove We $ 1,350,000
Land for Future Public Facilities $ 2,000,000
Brine Disposal Line $ 3,000,000
Marilee SUD Water Line $ 2,000,000
36" Water Line WTP to Shepherd Drive $ 42,000,000
36" Water Line Future Friendship RigiitWway $ 1,600,000
Increase UF/RO capacity by 5 MGD $ 11,000,000
WWTP Electrical Upgrades and Generator $ 6,410,000
Southside Industrial Sewer $ 5,500,000
upsize Raw Water Pump Station #1 to 25 MGl $ 5,100,000
Increase Clearwell High Seesieump to 25 MGL $ 5,000,000
Lab Expansion $ 3,200,000
Downtown Sewer Line Replacements $ 3,000,000
Emergency Backup Generator at Lake Texom $ 2,600,000
Bal Air 20" Surface Water Line $ 2,220,000
WTP Backup Generat@onstruction $ 1,640,000

ComprehensivéMaster Plan

The 2009 Comprehensiv&laster Planestablishes a vision with realistic goals and achievable
strategies The implementation of thesstrategies is achieveghartly through the budget process
such as funding faoadwayand water system improvementsAn update to the plan is currently

in draft form and is expected to be adopted in the next few monthkre information on the
longterm goals in the Comprehensi\daster Plan and the link to the shoterm initiatives
included in this budgesin the Laxg-Term Planning section of this document.

Gonclusion
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The staff remains committed to providing quality and efficient services to the citizens of Sherman,
as pledged in the mission statement. Sound financial management is a key ingredient in
completingthe mission. Beyond that, quality leadership is an essential element to our success.
Therefore, the staff gratefully acknowledges the leadership provided byCthyeCounciin the
formulation of theAnnual Budget for the City of Sherman, Texas for Fisca¥222023

Very truly yours,

/IQZ’Z") L#’\/-

Robby Hefton
City Manager
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CAL NG

CLASSIC TOWN. BROAD HORIZON.

Welcome to Sherman, Texas

The City of Sherman was created by an act of
the 1846 Texas Legislature dnelcame a
home-rule city in 1973.Located

approximately 65 miles directly north of the :
DallasFt. Worth metroplex,Sherman serves as 2 —
the seat of Grayson County

herman

The cityoperates under the CounciManager
form of government. Poliegnaking and
legislative authority are vested in the City
Councilconsisting of a Mayor and fivouncil
members. The Cit@ouncilis responsible for
passing ordinances, adopting the budget,
appointingboards and committees, and hiring
the City Manager and the Municipal Court Judge. The MayoCanchcilmembers are elected
at-large in staggered thregear terms.

The City Manager is responsible for carrying out the policies and ordinances of theu@ityl,C
overseeing the daily operations of the city, and appointing the heads of various departments.

The city provides a full range of services, as described in the next section.

CKAA lyydzadf 0dzRISG aSNBSa | a naifgéndeodtady RIF G A2y T
City Services

S GKS T2«

P

The City of Sherm&a Y dzy A OA LI f aSNIIAOSEA LINE OA
pleasant place to live and work.
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PARK@&Nnd RECREATION

The City of Sherman hé&ls public
parksand 3 facilitiesencompassing
452 acres The parks includea
swimming pool,a spray grounda
skate park, a dog park, tennis
courts, ball diamonds soccer fields
and multi-use athletic fields
Activities include karate, tennis
lessons, sports camp, Vvolleyball
clinics, basketball, Jazzercise, belly
dancing, picklebg disc gtf, Tai Chi,
and an eSports LeagueEvents
include Monday Madness, Movie in
the Park, Haunted Trail, Popsicles in
the Park, Water BalloonFight,
FishingDerby, Rec the Nightand

Father/Daughter Dance.

CLEAN CITY

Sherman is proud of its clean
appearance. Hforts include the
enforcement of ordinances on
trash, highgrass, andabandoned
vehicles and amonthly curbside
Brush and BulkVaste Collection
Program a recycling centegndan
annual householthazardous waste
collection eventfor its residential
customers.
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