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New Horizons, a City of Plano Economic Overview

The Economic Outlook and Overview is an instrument intended to serve as a forecast and
budgetary planning tool for the citizens and leaders of Plano. This publication attempts to
provide the reader with a realistic, yet sensible financial overview of the present and future
financial conditions of the City. This document is intended to begin the 2008-09 budgetary
planning process for the citizens and businesses of Plano under a united belief that we live, work,
and play in one of the finest communities in the nation. Here are a few of the key ingredients
that really “make” this community:

All America City! Plano, Texas is home to 260,200 (Population est., January 2008)
dynamic and diversified individuals who have chosen to reside in a nationally recognized
community with a proud heritage, a stable foundation, strong citizen involvement and the proven
ability to provide excellent services to the community. According to the 2003 citizen survey,
Plano residents feel safe as they are served by World Class and Internationally Accredited
Public Safety Departments, while they drink from a Superior-rated water supply with an
approved Water Conservation Plan, navigate top quality, beautifully landscaped streets and
medians, and participate in environmentally “green” recycling programs served by a Go/d Award
winning Sustainability & Environmental Waste Services Department. According to the
2007 Citizen Service Prioritization Assessment, Plano’s citizens rank services such as Police, Fire,
Public Works, Customer & Utility Services, Sustainability & Environmental Services, 911 Service,
and Building Inspections as Highly Important and Highly Valued Services. Plano’s citizens enrich
their minds with an award winning public school district, have access to five public libraries, and
reside in a place which is convenient to six colleges and universities.

The City received the national “All-America” city award in 1994 and strides into the future with a
reputation for excellence and quality services. Additionally, Plano was not only Ranked as “one
of the six best places to live in the United States,” (Money Magazine, January 2004), Plano is also
led by the 2007 Texas City Management Associations City Council of the Year. The National
Academy of Public Administration (NAPA) also named Plano City Manager Thomas H.
Muehlenbeck as one of five 2007 recipients of the prestigious National Public Service Award
(NPSA). Plano has won numerous awards for it's programs and services including but not limited
to an Emmy Award Winning Television Network, The National League of Cities” Award for
Municipal Excellence for Innovative City Programs for its Management Preparation Program, and
a Top Five ranking for Best Human Resources in the 2007/2008 North American Cities of the
Future competition by fDi magazine.

There’s always something to do! The populace enjoys access to over seventy
shopping centers, 700 restaurants, 3,700 hotel rooms, and a full-service convention center. The
community examines historic roots in an 1840’s downtown area that includes an original park and
Interurban Railway Museum, and a Heritage Farmstead Museum. All residents are able to “get
out and play” with access to National Gold Medal Parks and Recreation facilities including:
81 public parks, 68 playgrounds, 2 area lakes, 51 miles of recreational trails, 6 recreation centers,
a senior center, 3 Theatre/Amphitheatre’s, 1 Gazebo/Band Shell, 9 reserved pavilions, 42 shade
shelters, 2 public golf courses, 81 public tennis courts, 8 public swimming pools, and 178 sports
fields.

Location, location, location! Plano is the largest city in Collin County. Located 20 miles
north of the Dallas Texas Central Business District, in the Central Time Zone, the city boundaries
include 72.5 square miles and are supported by four major transportation arteries. Residents
have easy access to four airports, and Plano is a member city of the regional public
transportation system, DART, which links Plano with both Dallas and Fort Worth, as well as other
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member cities via a light rail system. In addition, four hospitals, several specialty treatment and
rehabilitation centers, and several nursing and retirement homes are available within the city
limits. Businesses and citizens are able to interact with both coasts during most normal business
hours, and all major U.S. cities are accessible within three hours. Located in the Sunbelt, Plano
enjoys a temperate climate with mild winters and hot summers. The average year-round
temperature is 66° F. January is the coldest month, with an average temperature of 44° F. July
is the hottest month, with an average temperature of 86° F. Annual rainfall averages 29 inches.

The ACCRA Cost of Living Index (American Chamber of Commerce Researchers
Association, Second Quarter 2007, published September 2007) ranked Plano as 96.5% (on a
100% average for all participating locations) on the composite index. In addition, Texas does
not impose personal income taxes. The majority of services and benefits enjoyed by citizens in
Plano are funded through the City property (ad valorem) taxes and a 1.0% sales tax.

Ad Valorem Tax Rate

0.5500

0.5102

0.5000 -
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0.4500 -

0.4000 T T T T T T
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Low Property Tax rates! Plano has a lower city property tax rate and offers greater
homestead exemptions than neighboring cities, as well as the distinction of having had no
property tax rate increase between 1990 and 2006, as shown in the Ad Valorem chart above.
The municipal property tax rate increased two cents to 47.35 cents per $100 valuation in 2006
and remains the same for FY 2007-08. The revenue generated from this increase will be
dedicated solely for economic development incentives in order to remain competitive with
neighboring cities by enticing businesses to the area and funding redevelopment efforts. Existing
property values for 2007 increased by 4.88% over 2006, or by $1.1 Billion. The total taxable
value of all new property constructed and coming on-line in Plano in 2007 was $568.1 million,
and the average value of a home in Plano is estimated at $253,380. The following chart
illustrates how Plano’s property tax rate compares to the surrounding cities.
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AD VALOREM TAX RATES
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Some of the columns indicate two numbers; with the smaller number representing the effective
tax rate, which includes the homestead exemption. The cities with an asterisk do not offer a
homestead exemption, and display only one rate.

Sound financial planning, credit-worthy! Plano has been nationally recognized for
record growth rates, innovations, and managers/employees, as well as the continued ability to
provide the quality services and levels of amenities expected by the citizenry. Holding a ‘AAA’
Bond rating from three of the nation’s major bond rating companies reflects Plano’s strong
financial operations, and Plano is one of the few cities in Texas whose general obligation bonds
received the highest possible bond ratings from Moody’s, Standard and Poor’s, and Fitch’s IBCA
Inc. In the ratings, the three companies lauded everything from the quality of city management,
to population growth, to the ability to attract corporate headquarters.

Diversified Population and Culture! Plano ranks 69" in the United States (U. S.
Census Bureau, cities over 100,000, July 2006) and 9" in the State of Texas in terms of total
population. In forty-eight years, the population has amplified more than 70 times from 3,695 to
the estimated January 1, 2008 population of 260,200. According to the 2006 American
Community Survey provided by the U.S. Census Bureau, Plano residents are educated with more
than 52.6% holding a Bachelors degree or higher as compared to the U.S. average of 27%.
Plano residents enjoy an average median household income of $77,000 as compared to the
national average of $48,451 and of the estimated 260,200 citizens in Plano, 50% are age 25
years and over with a median age of 35 years. Recent years have shown significant growth in
Plano’s minority population, with Hispanic and Asian sector growth outpacing all others. Almost
30% of Plano citizens speak a language other than English at home. The city grew by 72.5%
between the 1990 and 2000 Census. The most interesting change is that the percentage of
people moving to Plano from another country more than doubled between 1990 and 2000 (2000
Census Data). Most of the foreign-born citizens who move to this area can go anywhere in the
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world. The fact that they come here is a testimony to the good jobs available, the high quality of
life and relatively low costs, and the ease of doing business.

POPULATION
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Plano’s population growth will decelerate over the next decade, and the City is pro-actively taking
measures with the preparation of financial plans, forecasts, and economic guidelines to minimize
the impacts of leveling revenues and increasing maintenance costs as the City reaches maturity.
For purposes of the Forecast, .80% annual growth is projected for 2008-09, .40% is projected in

2009-10, and 0.6% is projected for 2010-11.

Construction, renovations and build out! The Construction sector continues to
experience slippage in the residential real estate market, where permits for new housing
construction have dropped. New single family residential permits issued in Plano in 2007
compared to 2006 reflect an almost 60% decrease. This decrease can be attributed not only to
the nation’s current housing crisis and the upward movement of prices for building materials and
land, but also from anticipated residential property build out in Plano. The numbers of Single
Family Building Permits and Commercial Permits reflect this trend on the following chart.
Building permits as indicators of development are important because they reflect actual new
construction, in-fill, remodeling, and re-development. This, in turn, serves to indicate changes
and additions to the appraisal values for the property tax base. Still, areas of commercial real
estate activity in Plano continue to be found in both the eastern and western areas of Plano,
including NYLO Hotel, Children’s Medical Center in Plano, with over 300,000 square feet, as well
as a 140,000 square foot Home Depot.

Future revenues predict a decrease of 10% for 2008 followed by 15% for the two remaining
years of this forecast as related to the number of building permits issued. The total valuation of
residential and commercial permits issued in 2007 was $534,373,263. The City's Development
Review Division continues to see an increase in alternative housing concepts and requests,
including requests for higher density and other zoning changes.
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BULIDING PERMITS ISSUED
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Plano has seen a large increase in multi-family construction. The popularity of the Legacy Town
Center and land zoned for multi-family use that had been available for many years finally
developed. Future residential building trends continue towards patio and town homes, duplexes,
and retirement facilities as the baby-boomer generation begins to enjoy retirement while caring
for their aging parents. Plano faces the challenges of maintaining a balance in the desirable
residential and commercial ratios. This balance is an integral part of the very foundation of
values which continue to make this community an attractive choice to new residential and
commercial investors, while retaining and encouraging the positive growth of all current property
values.

Bursting with employment opportunity! The Texas economy continues to display
broad-based vitality across most sectors. Texas employers added 218,600 jobs over the past 12
months, for an annual growth rate of 2.1 percent, more than double the national growth rate of
1 percent. Professional and Business Services gained a total of 59,000 jobs since December 2006
and a 4.7 percent annual growth rate. Education and Health Services recorded a total increase
of 29,100 jobs added over the last 12 months. Financial activities posted significant gains of
37,900 positions over the year. Construction also gained with 12,900 positions added over the
year for a 2.1 percent annual growth rate. Locally the healthcare industry in Collin County is
strong and growing. The recently announced merger and agreement of Plano based
Countrywide Financial with Bank of America will generate 7,500 jobs in Texas by the end of
2010. Countrywide has already reported having hired 4,529 new employees in Texas as of
December 31, 2006. The current lending and housing market is driving the perception of an
economic downturn, but when looking at Collin County, those industries are not the county’s
main economic driving force. Plano, Collin County and area cities continue to enjoy a low cost of
living. Because of this, businesses continue to relocate to the area bringing new jobs, growth
and an overall stimulation to the local economy. Today, it is not unusual for people to live and
work entirely north of the LBJ Freeway, a highway which once marked an imaginary line between
suburban residential areas and the resident’s places of employment in the DFW Metroplex.
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Unemployment: United States vs. Plano
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Positive economic outlooks are dependent on consumer and business confidence over
employment, markets, global economics, energy availability and prices, and a general
continuation of the post 9/11 national recovery. However, current economic downturns and
many expecting a likely recession coupled with increasing unemployment and inflation, as well as
a globally weakening U.S. dollar all provide a negative economic outlook. In order to combat
these downturns the Federal government has instituted an economic growth package to boost
consumption, business investment, and labor demand

Plano’s great employment strength continues to reflect the diversity of its employment base, and
a highly educated and motivated workforce. Companies continue to relocate to the community,
and businesses already located here make plans to stay. The City and the Plano Economic
Development Board identify, recruit, and retain businesses that contribute to the community’s
economic well-being. The impressive and diverse list of corporate citizens will most likely reduce
the severity of the economic downturn as compared to the rest of the nation.

Plano has grown into a major employment center with over 6,000 businesses in the city limits.
The city has two major employment districts, Legacy Business Park and the Research and
Technology District, in addition to major commercial development along the Dallas North Toll
Road, Central Expressway, and the George Bush Turnpike, and three major retail shopping malls:
Collin Creek Mall, the Shops at Willow Bend, and the new Shops of Legacy. The combination of
these sectors provides jobs in the retail, wholesale, manufacturing, medical, finance, services,
and high tech fields all within Plano. These different business sectors will also help limit the
effects of the slowdown of the national economy.

What's happening here and now? The year 2008 is expected to bring only slight
economic expansion to the area. Although the economic climate of the city and region has been
stifled slightly by the national economic situation including a housing market downturn and
continued high energy prices, this region has shown positive and upward momentum, and the
local economy is expected to outperform the national economy again this year. The City
experienced significant decreases in several key revenues such as sales tax receipts, hotel/motel
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taxes, and investment earnings in the immediate years following the recession of 2001. In the
intervening years most revenues have regained those losses and continued to grow. However,
the City is again facing an economic downturn and its consequences. At the same time, smaller
building and other development related revenues for the City should be recognized as a factor of
both soft economic growth and recovery and the physical build-out of properties available within
the city limits.

Significant increases in expenditures for oil, energy, and medical costs have further impacted the
City’s General Fund working balance. The direct result of decreased revenues and increased
expenditures is a smaller fund balance, and decreases the amount that is available for additional
programs and appropriations each year. In addition, the City’s water and sewer revenues
continue to remain an area of concern as they are volatile due to their relation to unusual
weather conditions in the past few years. The energy market is extremely vulnerable and oil
prices now hover, and some days break record levels even when adjusted for inflation. High
global demand, low inventories, another threatening hurricane season and political tensions
around the world have all played a role in these price increases. This forecast includes a 20.0%
increases for 2008-09 and an additional 5% for the remaining years of this forecast for the oil
and gas products consumed by the City’s sizeable fleet of vehicles. Electricity prices are also
projected to increase 5.0% for 2008-09 and each remaining year of this forecast.

Recent decreases in sales tax revenues are indicative of the relatively weak consumer and
business spending throughout the nation and across Texas in particular. Statewide, according to
2005 estimates, Texas turns out 19 percent of U.S. petroleum and coal products and nearly 15
percent of chemical products. The state also produces just over 13 percent of the nation's output
of computer and electronics products, nearly 10 percent machinery, and 10 percent nonmetallic
mineral products, such as brick, glass and cement. Manufacturing employment dropped .5% as
compared to the nation average of dropping 1% in manufacturing. The Texas State Comptroller
predicts that from fiscal 2008 through fiscal 2009, the national economy is expected to decelerate
as households’ nationwide retreat from their historically high recent consumption levels, and as
the overheated housing market sours. Average weekly earnings rose by 3.4 percent, seasonally
adjusted, from January 2007 to January 2008. Even though real wages have risen because of
the state’s tight labor market, as statewide employment growth continues to fall, disposable
personal income growth-the major driver of consumer spending-has also lost momentum.

The City collected $63.8 million in sales tax during 2006-07 and sales tax revenues are projected
to decrease to $60.4 million in 2007-08. The slowdown of the national economy, coupled with
the increasing unemployment, rising prices, and competition form surrounding cities, has led to a
forecast of sales tax receipts to decline slightly in 2008-09 and then remain constant for the final
two years of the forecast period. The City leaders remain extremely conscious of the fact that
sales tax revenues suffered dramatically in 2002 and 2003, and “Shop Plano First!” has been the
City’s response for several years. A 2003 sales tax study indicated that Plano’s share of the
regional market should level out or increase slightly, related directly to the growth of retail
infrastructure in competitor communities, internet shopping, and general economic recovery.
While recent years have reflected such a pattern 2008-09 will see a slight decrease based on the
national economic downturn forecast. However, the 2003 Report also indicated that consumers
were spending more on services and less on clothing and home furnishings. This is significant
because those services are taxed much less broadly than goods. Also noted in that report was
the fact that the newer shopping malls which include an “element of entertainment” are often the
preferred consumer destinations.
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Texas economic growth is expected to continue to lose some of its steam over the three-year
period from 2008-2010. As the U.S. economy decelerates and the state’s high-rolling energy and
construction sectors decline and settle into more modest and sustainable growth rate. The
convergence of a thriving national economy, the boom in housing and construction, and a surge
in energy prices fueled the strong performance of the Texas economy over the past two years.
Unfortunately, the economic good-times that the state has enjoyed seem to have contracted, as
the same factors that propelled the economic boom have stalled. This trend is expected to
continue over the next three years.

Plano continues to be a leader in economic development and business growth in the southwest,
reflecting a strong history of attracting new construction and business expansions. Numerous
nationally recognized companies and their employees realize the benefits of living and working in
the same community. The three largest job sectors are retail and wholesale trade, services, and
manufacturing. Recent commercial building permits indicate the continued development in the
city for office space (general office, medical and technology), retail, institutional (hospitals,
churches, schools), and manufacturing facilities.

Business and leisure travel is increasing, but spending is lessened by using low-cost carriers and
cheap, non-refundable tickets, and traveling by car or train for trips of 500 miles or less. This
strengthens a now well-established business practice of “doing more with less”. It has been
estimated that nearly 70% of firms are taking advantage of video and web-conferencing
technologies to cut costs. Growth and expansions of hotel and motel facilities in the city has
seen significant decrease over the prior decade.

How does this affect Plano? Although economic forecasts for Plano and the region
remain favorable, residential build-out and the controlled economic recovery continue to
influence the City. Sustainability and build-out require a shift in focus from growth to
maintenance activities. The City of Plano is starting to feel the effects of the economic slowdown
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in areas such as sales tax dollars, new construction permits issued, and a higher unemployment
rate than last year. These economic indicators will require that Plano continue to diligently
monitor financial guidelines, budgeting, and expenditures. Meticulous attention is given to the
reserve funds, such as the Capital Reserve Fund, Community Investment Projects, and other City
Funds. Efforts are made during the budget process each year to examine and rank capital
projects, as well as using oversight and planning to ensure that the funds are available for these
projects as needed. In June 2007, the City Council agreed upon Goals for 2006-2012 and
recognized certain realities in the City. Five Strategic Plan Goals ensure a continued focus on
providing quality-of-life and essential services for the citizens, with short-term actions identified.

The City previously established a Plano at Maturity program with nine priorities to address the
challenges and opportunities that Plano will face as it transitions from a growing to a maturing
community. All of the priorities noted are highly impacted by resource availability, and influence
Plano’s ability to address changing financial conditions that will impact service delivery and
quality of life. In the Financial Resources Availability section of the report, three categories were
identified:

Revenue Enhancing: Strategies that will improve the revenue stream for the City.

Reallocation of Resources: Strategies that seek ways to be more efficient with
existing resources.

® Retail and Economic Development: Strategies that create an environment that is
positive for the long-term economic viability of the community.

The City continues to review requests for services that are likely to increase and/or shift as the
city matures, and continue to explore and promote inter-local cooperation with Collin County and
other Metroplex municipalities. Such planning is the purpose of this Status Report and Three-
Year Financial Summary.

National Economic Trends are focusing on the likelihood of a continued national
economic slowdown. While growth is still expected to continue it will most likely be at a reduced
rate. As a country, we have faced numerous challenges over the past few years, and in spite of
these difficulties, we have remained strong. The lowering of short-term interest rates by the
Federal Government should loosen credit and holds inflationary pressures at bay. The current
monetary policy should continue to stem any dangerous inflationary threats as well as help avoid
a recession.

Innovation, including sound technological advances, remains an important key to the expansion
of the economy. Meeting this challenge is critical to economic growth and development. For a
positive outlook, this state continues to have one of the best business tax climates in the United
States. Texas was selected among the best for business relocation and expansion, and has been
named a leader in foreign trade zones. The Texas Workforce Commission released that Texas
saw many new opportunities from Construction and Manufacturing to Professional and Business
Services and Education and Health Services continue to create positions and that our economy
continues to display broad-based vitality across most sectors.

A measure of the national economy is the real Gross Domestic Product (GDP), which measures
the output of goods and services produced by labor and property located in the United States.
The graph below shows this measure over the past seven years, and includes projections for the
next three years.
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Change in Gross Domestic Product
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The Gross Domestic Product experienced tremendous growth from 2001 through 2004. Future
years indicate slower growth, but remain positive, and although slower than prior periods, the
overall economy continues to expand. Upturns in profits, gains in manufacturing, increased
business equipment investments, revivals in high tech, and positive job growth continue at the
heart of the economy. Economic expansion has decreased, even with Federal Reserve attempts
to intervene by decreasing interest rates. Consumer confidence levels have substantially
decreased as unemployment rates have increased due to economic expectations. Both Texas
and Plano are below the national unemployment rate averages. The economy is projected to
continue to grow at a slower pace. U.S. productivity is enhanced by the rapid assimilation of
innovative technologies into the workplace, a high proportion of working age people who are
employed, and the number of hours they spend on their jobs. However, concerns are have been
raised over a decline in labor force participation or the share of the adult population that is
working or looking for work. A decline in the share of the population that is economically active
translates in to a lower rate of economic growth. This has resulted in the relatively low
unemployment rate, a delay in retirements, and continued growth and strong participation of
women. Labor force participation tends to increase following increases in economic activity.

An additional measure of the overall economy is the Consumer Price Index (CPI), a direct
indicator of what inflation will be for the economy. Inflation, as measured by the annual
percentage change in the CPI, is expected to remain fairly level for the next several years
according to several different nationally recognized economists. CPI is also influenced by direct
relationship to energy prices. As shown in the chart below, inflation has remained remarkably
stable for the last several years. The CPI is important in contributing a reasonable cost of living
for Plano, and this forecast includes an inflation rate of 4.0% 2008-09, and 3.5% for 2009-10,
and 3.3% for 2010-11. Low positive inflation helps to enhance economic and market prosperity
in the long run.

10
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Change in Consumer Price Index
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Forecast Notes Our regional and state economy is once again increasing at a faster rate
than the nation as a whole. Economic expansion in manufacturing continues generating jobs and
other opportunities for the citizens of Plano. However, economists warn that the national
economy is expected to decelerate over the next several years with Texas manufacturing
expected to follow suit.

As the City has experienced in recent years, and as is the case with projections, external issues
can heavily influence economic activity. Although the economic outlook is toward slowing
growth, several factors could lead to significantly lower growth over the next several years.
Significant outside factors include: unpredictable acts of nature, terrorism, or war; uncertainty
about increases in interest rates by the Federal Reserve; performance of global financial markets;
and sizable increases in energy and oil prices. Barring any major developments in these areas,
Plano is poised to see slowing, but moderate growth over the next three years.
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Budget Assumption Matrix

Revenues & Expenditures

Revenue / Expenditure

2008-09 thru 2010-11

Assumption

Projected

2008-09 2009-10 2010-11

Population:
January 1, 2008
2008-09
2009-10
2010-11

Property Values:

Existing Property Value:
2008-09
2009-10
2010-11

New Property Value:
2008-09
2009-10
2010-11

Revenues:

Taxes
Ad Valorem Taxes:
Current
Delinquent
Penalty & Interest

New Debt
2008-09
2009-10
2010-11

Interest Earnings
2008-09
2009-10
2010-11

Building Related Revenues
2008-09
2009-10
2010-11

Direct Population-Based (DP)
2008-09
2009-10
2010-11

Indirect Population-Based (1P)
2008-09
2009-10
2010-11

Direct Economy-Based (DE)
2008-09
2009-10
2010-11

Current Population: 260,200 (Planning Dept.)
Increase 0.8% to 262,300 (Planning Dept.,
Increase 0.4% to 263,300 (Planning Dept.)
Increase 0.6% to 265,000 (Planning Dept.,

Increase 0.0% to $25,061,500,675 (C.A.D.)
Increase 1.0% to $26,012,115,682 (C.A.D.)
Increase 1.5% to $26,952,297,417 (C.A.D.)

Increase $550,000,000 (Based on historical)
Increase $700,000,000 (Based on historical)
Increase $550,000,000 (Based on historical)

Assume 99.0% collection rate
Assume 1.0% delinquent rate
Based on historical trends in delingent accts.

$47,295,000 (Bond Authority)
$30,000,000 (Bond Authority)
$30,000,000 (Bond Authority)

Based on historical actuals & ending working bal.
Based on historical actuals & ending working bal.
Based on historical actuals & ending working bal.

Decrease 10.0% (Bldg. Inspect. Dept. & historical]
Decrease 15.0% (Bldg. Inspect. Dept. & historical]
Decrease 15.0% (Bldg. Inspect. Dept. & historical]

Increase 0.8% (Planning Dept.)
Increase 0.4% (Planning Dept.)
Increase 0.6% (Planning Dept.)

Increase 0.4% (Planning Dept.)
Increase 0.2% (Planning Dept.)
Increase 0.3% (Planning Dept.)

Increase 4.00% (Projected inflation rate)
Increase 3.50% (Projected inflation rate)
Increase 3.30% (Projected inflation rate)

0.80%
0.40%
0.60%

0.00%
1.00%
1.50%

0.00% 1.00%  1.50%

-10.00%
-15.00%
-15.00%
0.80%
0.40%
0.60%
0.40%
0.20%
0.30%
4.00%
3.50%
3.30%
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Revenue / Expenditure

Budget Assumption Matrix

Revenues & Expenditures
2008-09 thru 2010-11

Assumption

Projected

2008-09 2009-10 2010-11

Indirect Economy-Based (IE)
2008-09
2009-10
2010-11

Sales Tax
Mixed Drink Tax
Bingo Gross Receipts Tax
Franchise Fees
Electrical Franchise
Telephone Franchise
Fiber Optics Franchise
Gas Franchise
Cable TV Franchise
Fines & Forfeits
Municipal Court
Library Fines
Miscellaneous Revenue
Interest Earnings
Sale/Rental of Property
Insurance Collections
Sundry
Licenses & Permits
Electricians License
Food Handlers Permits
Land/Burning/Liquid Waste
Grease Trap Permits
Animal Licenses
Restaurant Plan Review
Alarm Permits
Filing Fees
Fire Protection Plan Review
Building Permits
Electrical Permits
Plumbing Permits
Heating & A/C Permits
Fence Permits
Swimming Pool Permits
Pool Inspection
Irrigation Permits
Day Laborer Fees
Sign Permits
Reoccupancy Permits
Misc. Licenses & Permits
Fees & Charges for Services
Animal Pound & Adopt. Fee
Ambulance Service
False Alarm Response
Emergency 911
Interlocal Plan Review
Contractor Registration Fee
Engineering Inspection Fee
Residential Building Plan Review
Reinspection Fee
File Searches
Same Day Inspection Fee

Increase 2.00% (Projected inflation rate)
Increase 1.75% (Projected inflation rate)
Increase 1.65% (Projected inflation rate)

Based on historical actuals
Indirect Population based increase (IP)
Indirect Population based increase (IP)

Indirect Economy based increase (IE)
Constant
Constant
Indirect Economy based increase (IE)
Constant

Indirect Population based increase (IP)
Indirect Population based increase (IP)

Based on historical actuals & ending working bal.

Based on rental lease agreements
4.0% per year increase
Constant

Based on building & development projectior
Indirect Population based increase (IP)
Indirect Population based increase (IP)
Indirect Population based increase (IP)
Indirect Population based increase (IP)
Indirect Population based increase (IP)
Indirect Population based increase (IP)
Based on building & development projectior
Based on building & development projectior
Based on building & development projectior
Based on building & development projectior
Based on building & development projectior
Based on building & development projectior
Based on building & development projectior
Based on building & development projectior
Indirect Population based increase (IP)
Based on building & development projectior
Constant

Based on building & development projectior
Based on building & development projectior
Constant

Indirect Population based increase (IP)
Indirect Population based increase (IP)
Indirect Population based increase (IP)
Indirect Population based increase (IP)
Indirect Population based increase (IP)
Based on building & development projectior
Based on building & development projectior
Based on building & development projectior
Based on building & development projectior
Indirect Population based increase (IP)
Based on building & development projectior

2.00%

1.75%

1.65%

General Fund

0.00% 0.00% 0.00%
0.40% 0.20% 0.30%
0.40% 0.20% 0.30%
2.00% 1.75% 1.65%
2.00% 1.75% 1.65%
0.40% 0.20% 0.30%
0.40% 0.20% 0.30%
4.00% 4.00% 4.00%

-10.00% -15.00% -15.00%

0.40% 0.20% 0.30%
0.40% 0.20% 0.30%
0.40% 0.20% 0.30%
0.40% 0.20% 0.30%
0.40% 0.20% 0.30%
0.40% 0.20% 0.30%

-10.00% -15.00% -15.00%
-10.00% -15.00% -15.00%
-10.00% -15.00% -15.00%
-10.00% -15.00% -15.00%
-10.00% -15.00% -15.00%
-10.00% -15.00% -15.00%
-10.00% -15.00% -15.00%
-10.00% -15.00% -15.00%

0.40% 0.20% 0.30%
-10.00% -15.00% -15.00%

-10.00% -15.00% -15.00%
-10.00% -15.00% -15.00%

0.40% 0.20% 0.30%
0.40% 0.20% 0.30%
0.40% 0.20% 0.30%
0.40% 0.20% 0.30%
0.40% 0.20% 0.30%

-10.00% -15.00% -15.00%
-10.00% -15.00% -15.00%
-10.00% -15.00% -15.00%
-10.00% -15.00% -15.00%

0.40% 0.20% 0.30%
-10.00% -15.00% -15.00%
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Budget Assumption Matrix

Revenues & Expenditures
2008-09 thru 2010-11

Intergovernmental Revenue
Payments from FISD:
School Crossing Guards
Payments from PISD:
School Liaisons
Collin County Library Grant
Denton County Library Grant
Tri-City Academy/Miscellaneous
Interlocal Radio System Access
Intragovernmental Transfers
Intra-Fund Transfers From:
Water & Sewer Fund

Sustainablility & Env. Svcs. Fund

Recreation Revolving Func
Municipal Golf Course Fund
Convention & Tourism Fund
Municipal Drainage Fund

Water Income

Water Taps

Sewer Income

Water & Sewer Penalties
Water Meters
Construction Water
Service Connect Fee
Backflow Testing
Sewer Tie-On
Pre-Treatment Permits
Interest Earnings
Misc. Income

Hotel/Motel Receipts
Civic Center Fees
Miscellaneous
Interest Earnings

Commercial Franchise
Special Refuse Collection
Residential Collection
BFI, Inc.

Recycling

Sale of Landscape Bags

Based upon schedule of costs reimbursed

Based upon schedule of costs reimbursed
Constant
Constant
Constant
Constant

5.0% of selected Water & Sewer revenues; indirect
costs; and allocations for additional costs

7.0% of Residential Collection, Special Refuse
Collection, and Landscape Bag revenues

5.0% of Recreation Fund revenues

5.0% of Municipal Golf Course Fund revenues
5.0% of Convention & Tourism Fund revenues
7.0% of Municipal Drainage Fund revenues

Direct Population based increase (DP), and NTMWD
Indirect Economy based increase (IE)

Direct Population based increase (DP), and NTMWD
Direct Population based increase (DP)

Indirect Economy based increase (IE)

Indirect Economy based increase (IE)

Indirect Economy based increase (IE)

Indirect Economy based increase (IE)

Indirect Economy based increase (IE)

Indirect Economy based increase (IE)

Based on historical actuals & ending working bal.
Indirect Economy based increase (IE)

Direct Economy based increase (DE)

Direct Economy based increase (DE)

Constant

Based on historical actuals & ending working bal.

Direct Economy based increase (DE)
Indirect Population based increase (IP)
Direct Population based increase (DP)
Direct Economy based increase (DE)
Indirect Population based increase (IP)
Indirect Population based increase (IP)

6.80%
2.00%
8.40%
0.80%
2.00%
2.00%
2.00%
2.00%
2.00%
2.00%

2.00%

4.00%
4.00%

4.00%
0.40%
0.80%
4.00%
0.40%
0.40%

Projected
Revenue / Expenditure Assumption 2008-09 2009-10 2010-11
Convenience Copiers Indirect Population based increase (IP) 0.40% 0.20% 0.30%
Recreation User Fee Indirect Population based increase (IP) 0.40% 0.20% 0.30%
Recreation Rental Fee Indirect Population based increase (IP) 0.40% 0.20%  0.30%
Swimming Fee Indirect Population based increase (IP) 0.40% 0.20% 0.30%
Recreation Membership Card Fee Indirect Population based increase (IP) 0.40% 0.20% 0.30%
Tennis Center Fee Indirect Population based increase (IP) 0.40% 0.20% 0.30%
Food Manager/Handler Training Indirect Population based increase (IP) 0.40% 0.20% 0.30%
Tree Trimming Assessments Indirect Population based increase (IP) 0.40% 0.20% 0.30%
Child Safety Fee Indirect Population based increase (IP) 0.40% 0.20% 0.30%
Sundry 4.0% per year increase 4.00% 4.00% 4.00%

WATER & SEWER FUND

9.60%
1.75%
3.30%
0.40%
1.75%
1.75%
1.75%
1.75%
1.75%
1.75%

1.75%

CONVENTION & TOURISM FUND

3.50%
3.50%

SUSTAINABILITY & ENVIRONMENTAL SERVICES FUND

3.50%
0.20%
0.40%
3.50%
0.20%
0.20%

8.00%
1.65%
4.70%
0.60%
1.65%
1.65%
1.65%
1.65%
1.65%
1.65%

1.65%

3.30%
3.30%

3.30%
0.30%
0.60%
3.30%
0.30%
0.30%




Budget Assumption Matrix

Revenues & Expenditures
2008-09 thru 2010-11

Projected
Revenue / Expenditure Assumption 2008-09 2009-10 2010-11
Tipping Fee Indirect Population based increase (IP) 0.40% 0.20% 0.30%
Contributions via Utility Billing Indirect Population based increase (IP) 0.40% 0.20% 0.30%
Sale of Compost Indirect Population based increase (IP) 0.40% 0.20%  0.30%
Miscellaneous Indirect Economy based increase (IE) 2.00% 1.75% 1.65%
Disposal Reimbursements Direct Economy based increase (DE) 4.00% 3.50% 3.30%
Residential Class Fees Indirect Population based increase (IP) 0.40% 0.20% 0.30%
Commercial Class Fees Indirect Population based increase (IP) 0.40% 0.20% 0.30%
Interest Earnings Based on historical actuals & ending working bal.
Golf Fees Indirect Population based increase (IP) 0.40% 0.20% 0.30%
Concessions Indirect Population based increase (IP) 0.40% 0.20% 0.30%
Room Rental Indirect Population based increase (IP) 0.40% 0.20% 0.30%
Miscellaneous Constant
Interest Earnings Based on historical actuals & ending working bal.
Recreation Fees Indirect Population based increase (IP) 0.40% 0.20% 0.30%
Contributions Indirect Population based increase (IP) 0.40% 0.20% 0.30%
Sundry Indirect Population based increase (IP) 0.40% 0.20% 0.30%
Interest Based on historical actuals & ending working bal.
Expenses:
Inflation
2008-09 Increase 4.0% (CPI, Kiplinger, Bernanke, WEFA, 4.00%
2009-10 Increase 3.5% (CPI, Kiplinger, Bernanke, WEFA, 3.50%
2010-11 Increase 3.3% (CPI, Kiplinger, Bernanke, WEFA), 3.30%
Salaries, Wages & Benefits
Salaries (Civil & Non-Civil Service)
2008-09 Increase 3.0% (Management projections, 3.00%
2009-10 Increase 3.0% (Management projections, 3.00%
2010-11 Increase 3.0% (Management projections, 3.00%
RSP
2008-09 Remain constant at 3.13% of salary (RSP Board]
2009-10 Remain constant at 3.13% of salary (RSP Board]
2010-11 Remain constant at 3.13% of salary (RSP Board]
Life Insurance
2008-09 Remain constant at 1.00% of salary (Calculation)
2009-10 Remain constant at 1.00% of salary (Calculation)
2010-11 Remain constant at 1.00% of salary (Calculation)
Disability
2008-09 Remain constant at 0.08% of salary (Calculation)
2009-10 Remain constant at 0.08% of salary (Calculation)
2010-11 Remain constant at 0.08% of salary (Calculation)
Medicare
2008-09 Remain constant at 1.45% of salary (Calculation)
2009-10 Remain constant at 1.45% of salary (Calculation)
2010-11 Remain constant at 1.45% of salary (Calculation)




Budget Assumption Matrix

Revenues & Expenditures

Revenue / Expenditure

2008-09 thru 2010-11

Assumption

Projected

2008-09 2009-10 2010-11

TMRS
2008-09

2009-10

2010-11

Health Insurance
2008-09
2009-10
2010-11

Attrition
2008-09
2009-10
2010-11

Depreciation
2008-09
2009-10
2010-11

Municipal Garage Charges
2008-09
2009-10
2010-11

Electricity
2008-09
2009-10
2010-11

Natural Gas
2008-09
2009-10
2010-11

Capital Outlay
2008-09
2009-10
2010-11

Existing Expenditures
2008-09
2009-10
2010-11

NTMWD
Water
2008-09
2009-10
2010-11

Wastewater
2008-09
2009-10
2010-11

Remain constant at 14.04% of salary (TMRS in Austin]
+ 1.0% increase each year. (GASB 45

Remain constant at 14.04% of salary (TMRS in Austin]
+ 1.0% increase each year. (GASB 45

Remain constant at 14.04% of salary (TMRS in Austin]
+ 1.0% increase each year. (GASB 45

Increase 10.0% (Calculation)
Increase 10.0% (Calculation)
Increase 10.0% (Calculation)

5.0% for General Fund and 1.0% for other Funds
5.0% for General Fund and 1.0% for other Funds
5.0% for General Fund and 1.0% for other Funds

Method remains constant each year (Historical & ERF;
Method remains constant each year (Historical & ERF;
Method remains constant each year (Historical & ERF;

Increase 20.0% (Equip. Svcs., gas and oil price inc.,
Increase 5.0% (Equip. Svcs., gas and oil price inc.
Increase 5.0% (Equip. Svcs., gas and oil price inc.

\
J
N
J

Increase 5.0% (Facility Svcs., Intergovt. Relations,
Increase 5.0% (Facility Svcs., Intergovt. Relations
Increase 5.0% (Facility Svcs., Intergovt. Relations

N
]
N
]

Constant (Facility Svcs., Intergovt. Relations)
Increase 5.0% (Facility Svcs., Intergovt. Relations
Increase 5.0% (Facility Svcs., Intergovt. Relations

\
]
N
]

$1,000,000 per year for library books (Historical)
$1,000,000 per year for library books (Historical)
$1,000,000 per year for library books (Historical)

Increase 4.0% (Projected inflation increase)
Increase 3.5% (Projected inflation increase)
Increase 3.3% (Projected inflation increase)

Increase $0.09 per 1,000 gal. to $1.18
Increase $0.12 per 1,000 gal. to $1.30
Increase $0.13 per 1,000 gal. to $1.43

Increase $0.08 per 1,000 gal. to $1.19
Increase $0.06 per 1,000 gal. to $1.25
Increase $0.06 per 1,000 gal. to $1.31

1.00%
1.00%
1.00%
10.00%
10.00%
10.00%
20.00%
5.00%
5.00%
5.00%
5.00%
5.00%
0.00%
5.00%
5.00%
4.00%
3.50%
3.30%
9.25%
10.00%
10.00%
7.25%
5.00%
5.00%
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Budget Assumption Matrix

Revenues & Expenditures
2008-09 thru 2010-11

Projected
Revenue / Expenditure Assumption 2008-09 2009-10 2010-11
Upper East Fork Interceptor System
2008-09 Increase $0.15 per 1,000 gal. to $0.79 24.00%
2009-10 Increase $0.05 per 1,000 gal. to $0.84 7.00%
2010-11 Remain at $0.84 per 1,000 gal. 0.00%
EWS - Regional Landfill
2008-09 Price per ton to increase to $34.77 0.95%
2009-10 Price per ton to increase to $34.85 0.23%
2010-11 Price per ton to increase to $34.95 0.29%

General Fund Transfers

Capital Reserve

2008-09 Transfer $10,500,000 (Calculation)

2009-10 Transfer $10,500,000 (Calculation)

2010-11 Transfer $10,500,000 (Calculation)
Economic Development

2008-09 Increase 4.0% to $883,638 (Calculation)

2009-10 Increase 3.5% to $914,565 (Calculation)

2010-11 Increase 3.3% to $944,746 (Calculation)
Economic Dev. Incentive Fund

2008-09 Transfer $5,012,300 (2 cents on tax rate)

2009-10 Transfer $5,202,423 (2 cents on tax rate)

2010-11 Transfer $5,390,459 (2 cents on tax rate)
Technology Fund

2008-09 Total transfer to remain constant @ $1.4 million a yr.,

2009-10 divided among Funds who contribute: (Calculation)

2010-11 General Fund = $1,000,00C

Water & Sewer Fund = $300,00C
Sustainablility & Env. Svcs. Fund = $60,00C
Municipal Drainage Fund = $20,00(
Convention & Tourism Fund = $20,00(C

CATV Fund
2008-09 Transfer 15.0% of Cable TV Franchise revenue
2009-10 Transfer 15.0% of Cable TV Franchise revenue
2010-11 Transfer 15.0% of Cable TV Franchise revenue

Property & Liability Loss

2008-09 Transfer $2,300,000 (Calculation)
2009-10 Transfer $2,500,000 (Calculation)
2010-11 Transfer $2,500,000 (Calculation)
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General Fund Recurring Revenue Vs. Recurring Expenditures

$240,000,000

$230,000,000

$220,000,000

$210,000,000

$200,000,000
$190,000,000
$180,000,000 n/
$170,000,000
Actual Budget Re-Est. Projected Projected Projected
2006-07 2007-08 2007-08 2008-09 2009-10 2010-11

—e— Total Recurring Revenue —8— Total Recurring Expenditures

2007-08 2007-08 2008-09 2009-10 2010-11
Budget Re-Est. Projected Projected Projected
Recurring Revenue
Ad Valorem Taxes $ 69,646,933 $ 77,466,721 $ 77,466,721 $ 79,744,785 $ 77,706,757 $ 81,142,359
Sales Tax 62,308,961 61,181,328 59,193,513 59,193,513 59,193,513 59,193,513
Franchise Fees 22,039,441 20,388,866 21,665,174 21,481,420 21,737,306 21,982,792
Fines & Forfeits 7,484,452 8,136,154 6,759,716 6,920,986 6,934,828 6,955,633
Building & Development 4,530,780 3,854,741 3,796,113 3,464,018 2,948,190 2,509,737
Licenses & Permits 2,004,783 2,009,999 2,036,897 2,023,684 2,001,172 1,984,388
Fees & Charges for Services 7,463,194 8,001,157 8,696,456 8,770,043 8,816,532 8,872,297
Intergovernmental 696,993 710,886 740,554 762,282 762,282 762,282
Interest Income 3,392,086 2,918,908 2,418,910 2,118,910 2,118,910 2,118,910
Transfers In 15,862,630 16,609,119 16,651,062 17,431,667 18,227,567 19,063,434
CIP Coming On-Line - - - - 309,000 711,000
Other 2,078,376 2,048,251 2,232,886 2,250,759 2,266,861 2,284,681
| Total Recurring Revenue $ 197,508,629 $ 203,326,130 $ 201,658,002 $ 204,162,067 $ 203,022,919 $ 207,581,025 |
Recurring Expenditures
Salaries & Wages $ 132,177,804 $ 149,608,790 $ 144,899,506 $ 150,864,562 $ 162,461,442 $ 170,248,480
Retirements 1,608,950 1,500,000 2,000,000 2,000,000 2,000,000 2,000,000
Supplies & Services 45,259,415 49,918,140 52,078,766 52,382,548 54,234,141 56,088,815
Reimbursements (1,653,296) (1,864,703) (1,858,247) (1,913,994) (1,971,414) (2,030,557)
CIP Coming On-Line - - - 5,470,179 2,002,349 2,782,765
Capital Outlay 2,142,144 2,254,500 2,803,096 1,000,000 1,000,000 1,000,000
| Total Recurring Expenditures $ 179,535,017 $ 201,416,727 $ 199,923,121 $ 209,803,295 $ 219,726,518 $ 230,089,503 |
Transfers Out 21,094,614 21,947,400 21,610,922 20,005,525 20,426,575 20,644,792
Fund Balance - Beginning $ 48,804,662 $ 36,339,111 $ 45,683,660 $ 25,807,619 $ 17,244,106 $ 18,059,714
Total Recurring Revenue $ 197,508,629 $ 203,326,130 $ 201,658,002 $ 204,162,067 $ 203,022,919 $ 207,581,025
Total Recurring Expenditures $ 179,535,017 $ 201,416,727 $ 199,923,121 $ 209,803,295 $ 219,726,518 $ 230,089,503
Less: Transfers Out $ 21,094,614 $ 21,947,400 $ 21,610,922 $ 20,005525 $ 20,426,575 $ 20,644,792
Fund Balance - Ending $ 45,683,660 $ 16,301,114 $ 25,807,619 $ 160,866 $ (19,886,068) $ (25,093,556)
Required 30 Day Balance 17,244,106 18,059,714 18,911,466
Add'l Revenues or Program
Reductions to Meet 30 Days $ 17,083,240 $ 37,945,781 $ 44,005,022
Days of Operation 47 30 30 30
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STATUS REPORT 2008

General Fund Forecast

The General Fund is the City's largest single fund, and serves as the primary
operating fund. All general tax revenues and other receipts that are not allocated by
law or contractual agreement to other funds are accounted for in the General Fund.
The sources of revenue that comprise the General Fund are described below:

Operating Revenue Sources:

Ad Valorem Tax

Ad valorem taxes are levied against the
tangible assessed valuation of real and
personal property within the city. The
property is assessed by the Central
Appraisal District of Collin County at 100%
of estimated market value and certified by
the Appraisal Review Board.

Sales Tax

The City authorizes a 1% local sales and
use tax on the receipts from the retail sale
of all taxable items within the city. Local
sales and use tax revenue is collected by
the Comptroller of the State of Texas.

Mixed Drink Tax

The City receives a portion of the State of
Texas tax on mixed beverages sold by
private clubs within the city limits.

Bingo Gross Receipts Tax
The City authorizes a 2% collection of gross

receipts resulting from conduct of bingo
games by an authorized organization in any
calendar month. The first $2,500 of gross
receipts each month are exempted.

Franchise Fees

Franchise fees are assessments, based upon
gross receipts, for electric, telephone, fiber
optics, gas, and cable television.

Fines & Forfeits

This category of revenue includes court
fines and forfeitures, traffic fines, and
library fines.

Licenses & Permits

Licenses and permits include revenue for
building & development related, food
handlers, restaurant plan review, animal,
alarm, fire protection plan review, grease
trap, and pool inspections.

Fees & Charges for Services
Fees and charges for services include

revenue for animal adoption, ambulance
service, 911, false alarm response, charges
for parks and recreation programs,
contractor registration, engineering
inspection, re-inspection, tree trimming,
food handler training, and child safety.

Intergovernmental Resources
These resources are comprised of revenues

received from other governmental entities.

Other

Miscellaneous receipts include revenues
such as interest income, rents, and
insurance collections.

Other Financing Sources:

Operating Transfers In
Transfers from other City funds.
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STATUS REPORT 2008

GENERAL FUND

Operating Revenues

The General Fund accounts for most financial
resources except those required for debt or
specifically attributable to the enterprise funds.
Resources are generated by property (ad
valorem) and other taxes, franchise fees, fines &
forfeits, licenses & permits, and fee & charges
for services.

Total General Fund Revenue
(in millions)

$207.6
$210.0 - s197.5 $2017$204.2203.0
$200.0 -

$190.0

$180.0 -

$170.0 A

03-04 04-05 05-06 06-07 07-08 08-09 09-10 10-11

|l Actuals B Forecast / Projected |

The graph above shows the historical trends and
projections for all General Fund revenues. As
illustrated, from 2003-04 to 2004-05, revenues
in the General Fund were highly affected by the
national and local economy, the loss of jobs, and
the impact of war. Over the past three years,
we have witnessed a rebound in revenue
sources, specifically sales tax and building and
development related revenues. However, a
predicted slow down in the economy, higher fuel
costs and the fall out from the nationwide
mortgage crisis will most likely lead to revenue
shortfalls during the three-year forecast period.
By 2010-11, total General Fund revenues are
estimated to reach $207.6 million, a 5.1%
increase over 2006-07 revenues.

The major sources that make up the General
Fund revenues for 2007-08 include: Ad Valorem
Tax (38.4%), Sales Tax (29.4%), Franchise Fees
(10.7%), Fines & Forfeits (3.4%), Licenses &
Permits (2.9%), Fees & Charges for Services
(4.3%), Interest Income (1.2%), Transfers
(8.3%), and Other (1.5%). A description of
each source as well as a discussion of the
outlook over the next three years follows.

General Fund Revenue by Source

Other
1.5%

Interest
Transfers
Income

12% 8.3%

Fees &
Charges for
Services
4.3%

Ad Valorem
Tax
38.4%

Licenses &
Permits

2.9% _.
Fines &

Forfeits
3.4%
Franchise
Fees
10.7%

Sales Tax
29.4%

Ad Valorem Taxes

Ad valorem (property) taxes are the City’s
largest revenue source. Ad valorem tax revenue
is determined by two major factors: the total
assessed value established by both the Central
Appraisal Districts of Collin County and Denton
County plus the tax rate established by the City
Council. In 2006-07, the City Council approved
a 2.00 cent tax rate increase for a total tax rate
of 47.35 cents per $100 of assessed valuation.
This 2.00 cent tax rate increase is dedicated
solely for economic development incentives and
redevelopment purposes.

Ad valorem tax revenue is based on maintaining
the current tax rate of 47.35 cents per $100
valuation for the next 3 years and assumes a
99.0% collection rate. At no time during the
forecast period does the change in distribution
between operation and debt exceed the 8.0%
rollback operating limit. However, due to
increasing bond sales sold over the last three
years, a total of 1.96 cents will be required to be
transferred back to the GO Debt Fund during
2009-10 from Operations.
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Based on projections attained by both the
Central Appraisal Districts, existing property
values are to remain constant during 2008-09
with new growth projected at $550.0 million.

Sales Tax

Sales tax receipts, the General Fund’s second
largest source of revenue, are expected to
decrease 5.0% in 2007-08 from the 2006-07
actual collection of $62.3 million to $59.2
million. Based on actual collections through
March, this revenue source is projected to
decline due to the slow down in the economy
and a decrease in manufacturing and wholesale
activity. Overall, sales tax receipts represent
29.4% of the total General Fund revenue in
2007-08.

Sales tax receipts will continue to be impacted
by the national economy, higher fuel costs, the
potential loss of market share to surrounding
communities, the Texas Legislative-initiated
“Back-To-School” Sales Tax Holiday occurring
each August, and the developing streamlined
sales tax issues of origin-based versus
destination-based collections. We are
projecting sales tax collections to remain
constant at $60.4 million during the forecast
period in anticipation that these trends will
continue.

Sales Tax Receipts
(in millions)
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The graph above shows the historical trends and
projections for sales tax receipts.

Franchise Fees

Franchise fees for 2007-08 are expected to total
$21.6 million, or 10.7% of the total General
Fund revenue. Franchise fees are collected from
assessments, based upon gross receipts, for
electric, telephone, fiber optics, gas, and cable
television.

Telephone, Fiber Optics, and Cable Television
franchise fees are all projected to remain
constant for the forecast period. Telephone
franchise fees are re-estimated for 2007-08 at
$4.7 million; Fiber Optics franchise fees are re-
estimated for 2007-08 at $18,021; and Cable
Television franchise fees are re-estimated for
2007-08 at $2.1 million.

Electrical franchise fees are re-estimated for
2007-08 at $11.9 million and are projected to
increase at the indirect economy-based rate for
each of the three forecast years. Gas franchise
fees are re-estimated for 2007-08 at $2.9 million
and are also projected to increase at the indirect
economy-based rate for each of the three
forecast years. It is important to note that while
franchise fee revenues from all sources are
either remaining stable or declining, the
expenditures charged cities for these services
continue to increase. Most notably, electricity is
projected to increase 5.0% per year throughout
the forecast.
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Franchise Fees
(in millions)
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The graph above shows the historical trends and
projections for franchise fee revenue. By 2010-
11, this revenue source is estimated to reach
$22.0 million.

Fines & Forfeits

Fines and forfeits for 2007-08 are expected to
decline to $6.8 million down $724K from 2006-
07 actuals due to a decrease in municipal court
fines this year. This category of revenue
includes court fines and forfeitures, traffic fines,
and library fines.

Fines and forfeits are projected to increase at
the indirect population-based rate of 0.4% in
2008-09, 0.2% in 2009-10, and 0.3% in 2010-
11.

Fines & Forfeits

(in millions)
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The graph above shows the historical trends and
projections for fines and forfeits revenue. By
2010-11, this revenue source is estimated to
reach $7.0 million.

Licenses & Permits

Licenses and permits for 2007-08 are expected
to total $5.8 million, or 2.9% of the total
General Fund revenue. Included within the
licenses and permits category are food handlers
permits, grease trap permits, animal licenses,
alarm permits, most building & development
related revenues, and various other permits.

In an effort to remain conservative and realizing
the continued inevitable slowdown of growth, all
building & development related revenues are
projected to decrease 10.0% in 2008-09 and
15.0% for each of the 2 remaining forecast
periods.

Most other licenses and permits revenues are
projected to increase at the indirect population-
based rate of 0.4% in 2008-09, 0.2% in 2009-
10, and 0.3% in 2010-11.

Licenses & Permits
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The graph above shows the historical trends and
projections for licenses and permits revenue. By
2010-11, this revenue source is estimated to be
$4.5 million.

Fees & Charges for Services

Fees and charges for services for 2007-08 are
expected to total $8.7 million, or 4.3% of the
total General Fund revenue. Included within the
fees and charges for services category are
ambulance service fees, emergency 911 fees,
false alarm fees, recreation user fees, tennis
center fees, engineering inspection fees, re-
inspection fees, and various other fees.
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Overall, most fees and charges for services are
projected to increase at the indirect population-
based rate of 0.4% in 2008-09, 0.2% in 2009-
10, and 0.3% in 2010-11. Any building &
development related revenues within this
category are projected to decrease 10.0% in
2008-09 the 15.0% for each of the 2 remaining
forecast periods.

Fees & Charges for Services
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The graph above shows the historical trends and
projections for fees and charges for services
revenue. By 2010-11, this revenue source is
estimated to reach $8.9 million, a 20.2%
increase over 2006-07 revenues.

Intergovernmental Resources

Intergovernmental resources for 2007-08 are
expected to total $704,554. These resources
are comprised of revenues received from other
governmental entities such as payments from
Frisco 1.S.D. for school crossing guards and
school liaison officers, and Plano 1.S.D. for
school liaison officers. Also included are a Collin
County library grant, a Denton County library
grant, Plano-Richardson receipts, and Interlocal
Radio System Access revenue.

Intergovernmental resources are projected to
remain constant throughout the forecast period
at $762,282.
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The graph above shows the historical trends and
projections for intergovernmental revenue.

Other

Miscellaneous revenues for 2007-08 are
expected to total $3.3 million. Miscellaneous
receipts include revenues such as interest
income, rents, and insurance collections.

Interest income is projected to be $2.4 million in
2007-08 and remain constant at $2.1 million
throughout the remaining forecast period
assuming a continued healthy portfolio balance
and favorable interest rates.

Interest Income
(in millions)
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The graph above shows the historical trends and
projections for interest income. By 2010-11,
this revenue source is estimated to be at $2.1
million.
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Other Financing Sources:
Operating Transfers In

Transfers in for 2007-08 are expected to total
$16.7 million, or 8.3% of the total General Fund
revenue. Transfers in include intra-fund
transfers from the Water & Sewer Fund, the
Sustainability & Environmental Services Fund,
the Recreation Revolving Fund, the Municipal
Golf Course Fund, the Convention & Tourism
Fund, and the Municipal Drainage Fund. All
transfers are based on a percentage allocation
of revenues received in each of these funds.
Therefore, the revenues received in future years
depend on revenues generated in each of these
funds over the next three years.
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The graph above shows the historical trends and
projections for transfers in. By 2010-11, this
revenue source is estimated to reach $19.0
million.

CIP Coming On-Line

Additional revenues anticipated in the future as
a result of new facilities coming on-line include
the Oak Point Nature Preserve and the
Carpenter Recreation/Senior Center expansion.
In 2009-10, $309,000 in additional revenues is
anticipated for a partial year operation of the
Oak Point Park Nature Preserve. In 2010-11, a
total of $711,000 is anticipated which includes
both the Oak Point Park Nature Preserve and
the expansion of the Carpenter Recreation/
Senior Center.

Operating Expenditures

Four decades of rapid growth stimulated local
business and development activity and created
generous municipal revenues and opportunities.
The community, in turn, placed demands on the
City to maintain and/or enhance the services
provided for citizens. Careful financial planning
and budgeting are integral to the budget
process as it is known today.

The following graph shows the historical trends
and projections for all General Fund
expenditures. Over the past decade, there has
been steady growth in all major expenditure
categories, resulting from the strong growth in
the City’s population and the need for increased
services. Expenditure increases can fluctuate
from year-to-year mainly due to one-time
expenditures.

Total General Fund Expenditures
(in millions)
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The major expenditures that make up the
General Fund by category for 2007-08 include:
Salaries & Wages (65.5%), Supplies & Services
(23.5%), Capital Outlay (1.3%), and Transfers
(9.8%). A description of each expenditure
category as well as a discussion of the outlook
over the next three years follows.
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General Fund Expenditures by
Category

Transfers
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Salaries, Wages and Employee Benefits

Total Salary & Wage growth for the forecast
period is projected at $38.1 million or a 28.8%
increase over 2006-07 costs. Salaries & Wages
projections for the General Fund include salaries
for all approved full-time and part-time
positions, and reflect a 5.0% attrition rate.
Future salary increases include a 3.0% increase
for each of the forecast periods. No new
positions or program enhancements are included
in the projections with the exception of
retirement payouts which are included at $2.0
million for each year of the forecast period. This
is necessary to help offset the anticipated large
number of retirements in the near future.

Benefits expenditure projections include a
10.0% health insurance increase for all periods
of the forecast to fund the implementation of
GASB 45, and a 1% TMRS rate increase. Other
benefit rate calculations remain constant. Slight
increases to benefits costs such as Medicare,
retirement, disability and life insurance costs are
driven by annual salary increase rates.

Supplies & Services

Supplies & services include materials, supplies,
contracts, and sundry. During the period of
2006-07 to 2010-11, supplies & services
expenditures are projected to increase by $10.8
million or a 23.9% increase over 2006-07
expenditures.

Supplies & services costs are projected to
increase based on the projected inflation rate of
4.0% in 2008-09, 3.5% in 2009-10 and 3.3% in
2010-11. Municipal garage charges are
projected to increase 20.0% in 2008-09 and

then 5.0% the remaining two forecast periods
due to rising fuel costs. Electricity charges are
projected to increase 5.0% in each of the
forecast years. Finally, natural gas charges are
projected to remain constant for FY 2008-09 and
the 5% the remaining two forecast periods.

Capital Outlay

Capital outlay is projected at $1,000,000 per
year for library books. No other new capital is
provided for in the General Fund with the
exception of capital outlay related to CIP
projects coming on-line.

Transfers

The Capital Reserve Fund policy aims to allocate
75.0% of the annual depreciation to be
transferred from the General Fund. The transfer
to the Capital Reserve Fund is projected to
remain constant at $10.5 million for each
forecast period.

The Property & Liability Loss Fund transfer is
projected based on a three-year average of
General Fund losses. The transfer is projected
at approximately $2.3 million in 2007-08 and
2008-09 and is projected to remain constant for
the remainder of the forecast period at $2.5
million. This transfer is necessary to pay
Workers Compensation and Judgments &
Damages claims.

A transfer to the Technology Fund in the
amount of $1.0 million in all forecast periods is
representative of the General Fund’s
proportionate share for technology related
expenses.

The transfer to the CATV Fund is based on a
percentage of the cable television franchise
received. For all 3 years of the forecast, the
General Fund will transfer 15.0% of the cable
television franchise received to the CATV Fund,
which amounts to $309,587 each year.

The Economic Development transfer is projected
to be $883,638 in 2008-09. This amount will
increase 3.5% in 2009-10 and 3.3% in 2010-11;
based on the projected inflation rate. This
annual transfer amount is for personnel and
operating and maintenance costs for the
Economic Development Department. In 2006-
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07, the City Council approved a 2.00 cent tax
rate increase to be dedicated solely for
economic development incentives and
redevelopment purposes. In that initial year,
$6.0 million, which included the two-cent
amount plus supplemental funding from the
General Fund, was transferred into the
Economic Development Incentive Fund for the
start-up of this Fund. An additional $6.0 million
was transferred in 2007-08. The forecast
includes the transfer to include $5.0 million in
2008-09; $5.2 million in 2009-10; and $5.4
million in 2010-11. These forecasted amounts
represent only the actual two-cent property tax
revenue and does not include supplemental
funding from the General Fund.

Detailed information regarding specific transfers
is provided in the Appendix section: Three-Year
Financial Forecast — Transfers.

Community Investment Program Impacts

Included in this forecast are new project costs
associated with Community Investment Projects
coming on-line during the forecast period
totaling over $10 million. These projects include
Fire Stations and equipment, an Emergency
Operations Center, Oak Point Park & Nature
Preserve, an expansion of the Carpenter
Recreation Center, and additional Park
Improvements. Please refer to Projected
General Fund O&M Expenses — Community
Investment Program in the Appendix Section of
this document for a detailed list.

Outlook & Analysis

Financial policies adopted by City Council
stipulate that the General Fund must maintain a
working balance of 30 days. Beginning in 2008-
09, based on this current forecast, the General
Fund will fall short of this Council goal.
Specifically, the General Fund will need an
additional $17.1 million in additional revenues,
reduced expenditures, or a combination of both
to reach the 30 day working balance
requirement. Thus, the projections indicate that
there may not be sufficient resources in the
General Fund to maintain current operations or
increase staffing to meet growing the demand

for services, even if revenues meet
expectations.

Many factors contribute to this pending shortfall.
One major contributing factor is the escalating
salary and benefit costs. As previously
mentioned, total salary and benefits growth for
the forecast period is projected at $38.1 million
or a 28.8% increase over 2006-07 costs. Other
contributing factors include a slowing ad
valorem tax base growth, projected sales tax
decreases, projected decreases in building
related revenues, increased operating and
maintenance costs, increased fuel and electricity
costs, and increased transfers to maintain
existing infrastructure.

One of the goals of this forecast is to identify
potential future financial problems and also to
identify ways to fix or circumvent these potential
problems. Below is a list of four (4) potential
alternatives to close the unfunded gap during
the forecast period if the deficit position is not
alleviated by that fiscal year. The City has
utilized each of the four alternatives to some
degree over the years. The alternatives range
from the simple to the complex; from the tried
and true to the experimental. The range of
political feasibility is equally broad. The final
decision on the ultimate package of any
measure used will likely be a combination of
alternatives representing management’s and the
City Council’s best judgment of what the citizen
and community needs are, and what can be
supported at that time.

Alternative 1 — Reduce the Cost of Service

This alternative is one that has first priority for
review at the City of Plano. The City continually
looks for ways to reduce or at @ minimum,
contain our cost of service. There are several
ways in which this is currently being done and
will be done in the future.

First, the City can improve productivity through
more efficient use of employees through the
introduction of technology, labor saving
methods, wellness programs, and aggressive
injury prevention programs. In addition, salary
and benefit costs account for 65.5% of the
General Fund’s expenditures. In order to
alleviate any deficit position, salary and benefit
costs must be impacted. Several strategies
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have been utilized in the past including hiring
freezes, reduction in work force, decreased
salary increases, benefit reductions and the
restriction of overtime. Due to February’s
decline in sales tax collections of 4.51%, the
City imposed a hiring freeze subject to review by
the City Manager and Executive Directors
effective March 18, 2008. The City will continue
to review salary and benefit costs and its impact
on any impending deficit in the future.

Secondly, a shift of service delivery and
operations to others in the private sector or
requesting services from another public or
private agency (outsourcing) can reduce costs.
City departments have utilized both methods
effectively over the years. For example, our
commercial waste is picked up by Allied Waste
Systems, Inc., we contract with Collin County
and Denton County to collect our property taxes
and a medical billing company provides
ambulance billing services. Both privatization
and outsourcing have provided the City with
tremendous cost savings, but these methods
need to be considered on a case by case basis.
Many City services have political, social and
cultural reasons for residing in the public sector,
thus making privatization or outsourcing
inappropriate.

A third strategy is to seek legislative relief from
the many federal, state and local mandates that
impose burdensome costs on the City.
Currently, federal, state and local mandates
total over $52.0 million. The City of Plano has a
team of individuals including a legislative liaison
in place who continually review impending
legislation to determine financial impact. In
addition, the City actively pursues all sources of
grant funding to help offset program costs.

Alternative 2 — Reduce the Level of
Services, Rearrange the Mix of Services, or
Eliminate Services

In addition to efforts to make services operate
more efficiently, it may be possible to cut back
on the level of services, look for less costly
alternatives, or eliminate some services. In
order for these discussions to take place, an
evaluation of our core businesses offered by the
City will be required. The Budget Office is
currently working with departments to update
the City’s Core Business Matrix. In addition, the

City had a Service Prioritization Assessment
conducted whereby citizens were asked to rate
the importance of the City’s core services as well
as the perceived value of the City’s core services
in relation to cost and a Citizen Survey has just
been completed. The results of these tools can
assist management and Council when evaluating
service priorities.

In addition, modified workweeks to reduce
actual hours worked and designated work
furloughs (time off without pay) have been
viable options for many public entities.

Alternative 3 — Increase Fees and Taxes

While not popular, raising fees and taxes is an
alternative. Up until 2006-07, the City of Plano
had not had a tax increase in 16 years. In fact,
the tax rate had actually decreased by 11.1%
during this time. It is also important to
remember that during this time all additional
costs associated with several bond referendums
have been absorbed within the existing tax rate.
In addition, the City of Plano offers Homestead,
Disability and Over 65 Exemptions, and also
offers an ad valorem tax freeze on residential
homesteads of citizens over 65 and the disabled.
Total exemptions account for $4.84 billion in
assessed property value, which equates to $22.9
million in lost property tax revenue. Of this
amount, $543,000 is lost due to the over 65 tax
freeze.

With regard to increasing fees, city departments
and the Budget Office benchmark existing fees
and charges against other cities in the state
fairly often, citing entities that are relative to
population and scope of service. The City of
Plano is normally at the average or the low end
of the pricing spectrum when other
municipalities are polled. Existing rates are
reviewed and changes are presented for Council
action when deemed appropriate by
management. The Service Prioritization
Assessment and Citizen Surveys recently
conducted identified that citizens would prefer
to see increases in fees as opposed to future
increases in the tax rate.
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Alternative 4 — Reduction of Reserve
Amounts

The City’s last resort should be to reduce the
amount of transfers to our Capital Reserve
Fund. Based on financial policies, the City
transfers 75.0% of the annual amount of
depreciation into the Capital Reserve Fund for
the rehabilitation and maintenance of our
infrastructure. The total amount scheduled to
be transferred from the General Fund during
each of the forecast periods is $10.5 million. In
order to offset a portion of the projected deficit
a reduction could be considered. However, this
action may have a detrimental impact on our
AAA Bond Rating and would reduce our ability to
pay for maintenance of our infrastructure in the
future.
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OPERATING BUDGET CALENDAR

Fiscal Year 2008-09
continued

June 11, 23 & 24

June 30

July 9

July 18

July 30

August 11

August 16
August 21
August 25

September 8

October 1

City Manager reviews Operating Budgets and Community
Investment Program with all department heads.

City Manager gives final instructions to Budget & Research
Department.

Budget & Research Department notifies departments of preliminary
funded FY 2008-09 requests.

Draft Operating Budget and Community Investment Program
submitted to City Manager for review.

City Manager submits FY 2008-09 Recommended Budget and
Proposed Community Investment Program to Council.

Presentation of Proposed Community Investment Program to the
City Council.

Public Hearing on Operating Budget and Community Investment
Program.

Approval of Appraisal Roll.

Vote on proposed tax rate increase, if necessary.
Council Budget Worksession.

1% Public Hearing on tax rate. (If Required)

2" Public Hearing on tax rate. (If Required)

Council adopts Operating Budget, Community Investment Program
and sets Tax Rate.

New fiscal year begins.
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Three-Year Financial Forecast

Transfers

2006-07

Actual

MUNICIPAL DRAINAGE FUND
2007-08 2007-08
Budget Re-Est.

2008-09
Projected

2009-10
Projected

2010-11
Projected

Transfers To:
General Fund $ 336,833 % 330,659 $ 330,659 $ 344,968 $ 344,968 $ 345,658
Technology Fund 20,000 20,000 20,000 20,000 20,000 20,000
Revenue Debt 2,266,460 2,360,047 2,435,082 2,502,570 2,559,841 2,683,380
Total Transfers $ 2,623293 $ 2,710,706 $ 2,785741 $ 2,867,538 $ 2,924,809 $ 3,049,037

2006-07

CONVENTION & TOURISM FUND

2008-09 2009-10 2010-11

Actual

Projected Projected Projected

Transfers To:
General Fund $ 351,111 ¢ 358,483 $ 386,431 $ 399,253 $ 412,965 $ 426,345
Technology Fund 20,000 20,000 20,000 20,000 20,000 20,000
Debt Service 140,956 547,804 547,804 364,319 302,274 84,004
Total Transfers $ 512,067 $ 926,287 $ 954,235 $ 783,572 $ 735,239 $ 530,349

2006-07

MUNICIPAL GOLF COURSE FUND

2007-08 2007-08 2008-09 2009-10 2010-11

Transfers To:
General Fund

Jiteit]

40,300

Budget Re-Est. Projected Projected Projected

$ 47,403 $ 46,151 $ 46,626 46,877 46,880

Total Transfers

40,300

Ty
Ty

$ 47,403 $ 46,151  $ 46,626 46,877 46,880

2006-07

RECREATION REVOLVING FUND

2007-08 2007-08 2008-09 2009-10 2010-11

Transfers To:
General Fund

Actual

136,543

Budget Re-Est. Projected Projected Projected

$ 146,610 $ 153,564 $ 154,170 154,475 159,932

Total Transfers

@B

136,543

&S|
&S|

$ 146,610 $ 153,564 $ 154,170 154,475 159,932
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PROJECTED GENERAL FUND O&M EXPENSES
COMMUNITY INVESTMENT PROGRAM

2008-09 2009-10 2010-11

CIP O&M Expenditures

Animal Shelter Expansion 34,040 - -
Arboretum - - 28,650
Athletic Field Improvements 39,824 146,688 177,630
Carpenter Expansion/Senior Center 413,383 97,125 -
Chaparral Road Athletic Site - 57,300 987,600
Chisholm Trail & Memorial Park 34,380 6,188 17,190
Cottonwood Creek Greenbelt - - 57,300
Engine #14 150,000 - -
Environmental Education Building 29,180 - -
Evidence Storage Facility - 39,498 -
Fire Station #12/Logistic Fac/Emerg Ops Ctr 1,733,804 595,000 -
Fire Station #13 1,118,376 323,700 -
Land Acquisitions 75,000 36,150 21,825
Legacy Trail 154,710 - -
Maintenance Facility 22,920 28,650 28,650
Neighborhood Park Improvements 31,515 28,650 28,650
Oak Point Park & Nature Preserve 1,306,488 114,600 401,100
Oak Point Recreation Center Expansion - 28,650 229,200
Park Improvements 90,000 213,650 173,650
Pecan Hollow Improvements 57,300 34,380 -
PISD Tennis Court Lights 131,986 - -
South Central Park Development - 28,650 407,850
Special Use Facility 27,218 34,380 34,380
Sustainability Initiative - 17,190 17,190
Trail Connections & Bikeway System 20,055 171,900 171,900
Total CIP O&M Expenditures $ 5,470,179 $ 2,002,349 $ 2,782,765
Tax Rate Impact 2.20 0.78 1.04

* Projected costs include existing planned facility and park projects. Additional costs may occur for other
facilities contengent on the strategic plan and the projected May 2009 Bond Referendum.
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