Local government officials are custodians of the public trust in ways that should maximize the benefit of taxpayer
dollars to its residents and visitors, as well as the corporate and small business partners that make up the
commercial entities that reside in our City. Operating a fiscally-responsible government entity involves operating
by a general principles of accountability and transparency within our system of decision-making. The sense of
“public trust” prevails over the individual interests of a system’s professionals, executives or elected officials. The
amalgamation of checks, balances, and controls provides the expectations for public stewardship and reinforces
the City’s commitment to continuous improvement.
The ultimate measure of success for Pearland should be how well we account for the use of public funds,
and what returns on investment our citizens realize over time. Planting seeds for the future means
creating “an environment of quality growth,” as stated in the transmittal documents used to submit the
2014 - 15 City of Pearland Budget for adoption by City Council. The theme of “planting seeds for the future”
is a sound way to describe how our system of government must conduct business in order to achieve
a perfect level of responsibility for our actions. “Building Momentum”, the theme for the 2015 – 2016
Budget, underlines the next step in the process; leveraging effective investments to move our organization
and our community forward. It means investing our resources wisely, prioritizing our community and its
citizens, making effective personnel management a priority, and making decisions from a “best practices”
standpoint whenever possible. In Fiscal Year 2019, our budget theme was "Prepare for the Future", focusing
on building a community that will provide value to our residents not just now but for generations to come.
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FY20 White Paper
To:

Clay Pearson, City Manager

From: Cynthia Pearson, Director of Finance
John McCarter, Budget & Procurement Manager
CC:

Jon Branson, Deputy City Manager

Date: February 1, 2019
Re:

Capital Project Investment Financing Overview

The purpose of this paper is to provide a discussion on the City’s funding mechanisms for capital
projects, including an overview of the City’s existing and projected obligations, proposed changes
to capital financing processes in the upcoming year, an updated tax rate projection and a definition
of each financing mechanism the City utilizes.
The City of Pearland leverages a number of financing mechanisms to fund the five-year Capital
Improvement plan (CIP). As a high-growth city, we have undertaken a necessarily aggressive CIP
program across the City for a multitude of purposes. The White Paper here is an outline of the
City’s current and future funding mechanisms for capital investment, including an overview of the
city’s current and future debt obligations, and how debt is approved and issued.
Current Debt Obligations – Debt Service Fund
The City’s Assessed Value (AV) is the best measure for its capacity to issue general obligation
(GO) tax-supported debt because that value is the City’s ability to repay debt, which ultimately
drives the property tax levy, which pays the annual GO debt obligation. The chart below shows
the city’s debt to AV ratio and the overall general obligation over the last eight years. The City’s
total GO debt fluctuates from year-to-year depending on how much debt is authorized to be issued
and the structured annual payments.
As illustrated in the chart below, the City’s expanding AV has provided the capacity to take on
financing to accomplish public investment projects. The GO debt amount is projected to increase
$35 million (11.5%) from FY12 to FY21 but the overall AV available to repay that is on track to
almost double, increasing from 6.4 million to 12.1 billion over the same time period.
The model assumes that FY20 AV will grow by 5% and FY21 will grow by 4.5%, in accordance
with City Council direction regarding projected AV growth during the last Budget cycle.
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Debt to Assessed Value (AV) Compared to General Obligation (GO) Debt*
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3.8%

3.3%
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2019/20
**
2.9%

$331.21

$337.09

GO Debt
$304.73 $308.75 $306.10 $307.23 $322.71 $328.01 $324.77
*General Obligation Debt includes General Obligation Bonds and Certificates of Obligation.
**FY20 and FY21 are projected based on estimated future issuances from CIP.
Note: Figure does not include potential bond election.
Note: Assumes 5% growth in AV in FY20 and 4.5% growth in FY21
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Policies & Procedures
The City utilizes a number of financing mechanisms to support a very aggressive five-year CIP,
each with unique restrictions ad requirements on how they can be used (discussed later in this
paper). Where possible and appropriate, non-debt financing like pay-as-you-go funding, Impact
Fees and leveraged outside funds. The City has been successful funding smaller-scale projects
related to the Enterprise Fund with cash rather than debt. The use of debt financing remains an
important tool in completing projects vital to the City’s continued growth for several reasons.
First, particularly on the General Fund side, cash is not always available to divert toward capital
projects, which are usually at least $100K+. In FY19, necessary reductions were made to critical
functions like Streets & Sidewalks and the Vehicle Replacement program in order to balance the
General Fund budget. Cash funding projects would mean further reductions to operational
functions.
Second, when considering the appropriate funding mechanism, it is important to consider equity
over time. If a facility is projected to be in use for 30 years, structuring the financing to be paid
over 30 years would provide resources to build the facility now while spreading payments over
the useful life of the facility. In doing so, the City does not over-burden current residents with the
full cost of an asset that will benefit residents for years to come.
The City’s Comprehensive Financial Management Policies Statements, adopted by City Council
in December 2018, dictate much of the structure and process Staff must follow when determining
what means of financing to utilize in the CIP. Specifically Section VI Capital Expenditures and
Improvements, Section VII Debt and Section X Financial Consultants establish general operating
guidelines for staff to follow.
The State of Texas has a number of statues that dictate the process that need to be considered
when issuing and managing capital funding mechanisms. Staff works with the City’s Financial
Advisors and Bond Counsel to ensure that the City is operating within regulations. The State does
not have a formal limit on how much debt a City can issue, however Article XI, Section 5 of the
Texas Constitution limits the overall tax rate to $2.50 per $100 valuation. For comparison, the
City’s current tax rate is $0.709158 per $100 valuation.
Proposed Changes for Upcoming Budget Cycle
Staff is planning to move ahead with several operational changes related to capital project
financing this upcoming fiscal year.
MUD Rebate Payments
In FY19 the City is projected to $7.7 million in rebate to in-City Municipal Utility Districts
(MUDs). These rebates are discussed at length in another paper in this binder but in short the
City collects property tax revenue (the City’s normal property Tax Rate applicable to all City
properties) for properties within each MUD then makes annual payments or "rebates" of a
portion of the City’s collection back to each MUD within the City's boundaries, pursuant to
Texas Administrative Code § 293.11(d)(8).
Historically, the City has paid 100% of these rebates out of the Debt Service Fund (200),
amounting to roughly $0.848 of the City’s property tax rate. Staff would like to shift a portion of
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these rebates to the Water & Sewer Fund (600) because a portion of the debt issued by MUDs
is for infrastructure projects that would be categorized within the Water & Sewer Fund if
constructed by the City. Staff is working with the City’s Financial Advisor and the MUD
Attorneys to determine the proportion of the MUD Rebates to be paid out of the Water & Sewer
Fund.
CIP Process Change
In past years, the CIP has been considered alongside the Budget however this year staff plans
to bring the CIP for Council discussion before the delivery of the Proposed Budget on August
1st. The hope is to provide a dedicated time to have a discussion related to the timing of projects
and the means of financing.
Project-based Issuances
Beginning in FY20, Staff plans to begin issuing debt on a project basis for smaller projects
rather than an annual basis. Currently, the City only issues the debt it plans to spend in a given
Fiscal Year. This means there are multiple issuances for one project spread out over numerous
years. By moving to a project-based approach, the City will only issue debt for a project once,
with proceeds being deposited in a dedicated fund and spent in accordance with the project
schedule.
Tax Rate Discussion
The City’s total property tax rate applied to our AV for FY19 is 0.709159; 0.4300 or 61% for Debt
Service and 0.2792 cents or 39% of the total rate towards operations. The split between Debt
Service and General Fund is important because there is only a certain amount of capacity within
the tax rate and before general operations needs in the General Fund can be funded, debt
obligations in the Debt Service Fund must be funded. As the 2001 and 2007 bond referendums
have been implemented, the debt service component of the tax rate has increased while the
General Fund operations component of the tax rate has decreased. The total tax rate and tax rate
allocation is as follows, including the forecast for FY20 and FY21.
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City of Pearland Property Tax Rate
Debt Service
Operations
Total Tax
Fiscal Year
% of
% of
Rate
Amount
Amount
Total
Total
2009
0.4325
66%
0.2201
34%
0.6526
2010
0.4325
66%
0.2201
34%
0.6526
2011
0.4500
68%
0.2151
32%
0.6651
2012
0.4700
69%
0.2151
31%
0.6851
2013
0.4900
69%
0.2151
31%
0.7051
2014
0.4900
69%
0.2151
31%
0.7051
2015
0.4900
69%
0.2221
31%
0.7121
2016
0.4828
68%
0.2225
32%
0.7053
2017
0.4400
65%
0.2412
35%
0.6812
2018
0.4300
63%
0.2551
37%
0.6851
2019 Current
0.4300
61%
0.2792
39%
0.7092
2020 Est*
0.4500
61%
0.2840
39%
0.7340
2021 Est*
0.4500
61%
0.2845
39%
0.7345
Note: Estimated future rates here are for comparison only, from prior multiyear projections, without benefit of calculations for valuation as of 1/1/18 used
for the FY 2020 budget.
Note: Model assumes 5% growth in 2020 and 4.5% growth in 2021
*Does not include 2019 Potential Bond Election
As illustrated above, after peaking at 69% of the rate going to debt service, that share has been
reduced to 61%. Increasing valuations, new growth and increased development, paired with
refinancing of existing debt have allowed the City to slightly increase the overall tax rate from
FY16, while gaining over 5 cents of funding resource on the general operations side. The result
has been a needed additional $6.7 million to the General Fund since 2016 that has funded
previously unfunded needs, along with new challenges and opportunities.
While there has been progress made creating capacity for operations, Pearland remains an outlier
compared to benchmark cities. As shown below, on average our benchmark cities have a 32% /
68% debt / operations split, whereas Pearland has an inverse 61% / 39% debt / operations split.
Also, Pearland’s operations rate of $0.27916/100 is the second lowest among peer cities. The
only lower operations rate is Sugar Land which is an outlier due to their much larger sales tax and
much larger assessed value.
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City
Pearland
League
City
Sugar
Land
McKinney
Plano
Frisco

Property Tax Rate Comparison with Benchmark Cities
Debt Service***
Operations
Property
Taxable
Tax
Total
% of
% of
Value** Supported
Amount
Amount
Total
Total
Debt**
0.43000
61%
0.27916
39%
0.709158 10,953
$ 319

Pop.
125,000
104,903

0.15000

27%

0.41380

73%

0.563800

8,050

$ 229

0.13841

44%

0.17921

56%

0.317620

16,098

$ 194

0.16459
0.11860
0.15617

30%
25%
35%

0.37561
0.35000
0.29044

70%
75%
65%

0.540199
0.468600
0.446600

21,663
42,720
29,300

$ 237
$ 377
$ 489

181,330
286,143
177,286

21,464

$ 308

165,422

23,566

$ 305

173,506

Average
with
0.19296
37%
0.31470
63%
0.50766
Pearland
Average
without
0.14555
32%
0.32181
68%
0.46736
Pearland
*Taxable Value includes value from TIRZ's and PID's
**Shown in millions
***Inclusive of MUD Rebates

117,869

Debt Service tax rates will vary based on property value and amount of debt outstanding. O&M
rates will vary based on the level of services, results desired, existence of special districts
providing services, and affordability. As evidenced above, the City of Pearland’s taxable value has
not yet grown into its debt, resulting in the high debt service tax rate. However, in the last few years
we have seen how growing valuation can begin to more broadly support the City’s debt service
needs. Valuation is the real critical number to which these rates are applied.
Overview of Funding Mechanisms
Attached to this memorandum is a summary of all funding sources for the 2019 – 2023 CIP,
approved by City Council on September 24, 2018. When considering total investment in Capital
Projects, it is important to bear in mind that funding sources come in many different forms, often
each with restrictions on how they can be used and repaid. This section outlines each of the
funding mechanism in the current five-year CIP.
Non-Debt Funded
Non-Debt Funded mechanisms include any funding source that does not require the issuance of
debt.
General Revenue – Cash
General Revenue is defined as a transfer from General Fund (100) to a capital fund for a
specific project. Historically, the City has been able to leverage General Fund cash to avoid
issuing debt for smaller projects. In recent years, the General Fund has not had the capacity
to be used as a reliable tool for funding capital projects.
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Pearland Economic Development Corporation (PEDC) – Cash
PEDC Cash is defined as a transfer from PEDC Fund (900) to a capital fund for a specific
project. In the 2019-2023 CIP, PEDC has cash funded $750K of the SH 288 Frontage Road
project and has contributed to City projects in the past.
In addition to the cash contributions to the City’s CIP, PEDC continues to make significant
capital investments in City infrastructure directly out of the PEDC Fund (900) through projects
on SH 35, SH 288, Mykawa, FM 518 and throughout the Lower Kirby District.
System Revenue – Cash
System Revenue is defined as a transfer from Enterprise Fund (600) to a capital fund for a
specific project. The City has been able to leverage cash funding from the Enterprise fund to
avoid issuing debt for programs like Transite Pipe Water Line Replacement, Piping
Infrastructure at Water production facilities and smaller water line installation projects.
Impact Fees – Cash
Impact Fees are a charge or assessment imposed by a political subdivision (i.e. the City)
against new development in order to generate revenue for partially (approx. 50%) funding or
recouping costs of capital improvements or facility expansions to serve the new development.
In essence, Impact Fees shift about 50% of the portion of the cost of providing capital facilities
to serve new growth from the existing customer base to the new development generating the
demand for the facilities.
City Staff calculates the amount of the Impact Fee in accordance with the City’s Ordinance,
which is received into the Impact fee Fund (550). That revenue can be used to cash fund or
contribute to debt payments for certain projects. Eligible projects are determined through the
City’s Impact Fee Study, which must be done every five years. The Impact Fee Study will
dictate how much of each project can be paid for with Impact Fee revenue.
Other Funding Sources
Other Funding Sources is an all-encompassing term for any funding mechanism not described
above that does not result in an additional debt issuance. This could include allocations from
other funds or allocation of fund balance.
Leveraged Outside Funds
Leveraged Outside Funds are external funding mechanisms that the City uses to partially or fully
fund projects.
HGAC Transportation Improvement Program (TIP)
HGAC TIP is a financial plan of transportation projects approved to receive federal and state
funding over the next four-years. Projects selected for the TIP are priorities for the region in
all surface transportation areas including transit, roadway and highways, bicycle and
pedestrian, preventative maintenance, rehabilitation and transportation operations. In order to
submit projects for funding, the following criteria must be met:
1. Eligible applicants include State and Local Governments, Public Transit Providers, and
Public Ports. Other project sponsors must have a letter of support from the owner of the
asset or general purpose local government;
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2. The proposed projects must be located within the H-GAC eight county non-attainment
area; and
3. The funding requested must be at least $500,000 for roadway projects and $150,000 for
active transportation and transit projects to be considered for the 2018 Call for Projects.
Project selection for the TIP is competitive and not all projects receive funds. In the most
recent call for projects (submitted October 2018), based on the current estimates the City will
contribute approximately $15.8 million, which will leverage approximately $63.3 million of
federal/state funds to deliver $79.2 million dollars of projects, if all submitted projects are
selected.
Tax Increment Reinvestment Zone (TIRZ) Reimbursable Debt
A TIRZ is an economic development tool that captures the projected increase in tax revenue
that is created by development within a defined area and reinvests those funds into public
improvements and development projects that benefit the zone.
TIRZ #2 was created in 1999 and today contains 3,932 acres, mostly in Shadow Creek Ranch.
The TIRZ consists of several Interlocal agreements with the City of Pearland, Brazoria County,
Alvin ISD and Fort Bend County, all of whom pledge a portion of the tax revenue from parcel
located in the TIRZ. Those funds are then used to reimburse expenses on eligible public and
private improvements made in the TIRZ that are included in the Project Plan and
Reinvestment Zone Financing Plan.
The City is already in line to receive an $8.2 million reimbursement for improvement to
Broadway Street within the TIRZ. On August 13, 2018 City Council approved an amendment
to the Project Plan and Reinvestment Zone Financing Plan for TIRZ #2 to include seven
additional projects, totaling $57.7 million in investment. The City will be required to use some
type of debt instrument to pay for the expenses up front but will use reimbursement funds to
defease the debt upon receipt.
Tax Supported Debt
Tax Supported Debt is defined as any debt issuance secured by a pledge of city property taxes,
essentially obligating the city to levy a property tax each year sufficient to pay off the bond.
Principal and interest for these issuances is paid from the Debt Service Fund (200) biannually. In
FY19, principal and interest payments for Tax Supported Debt accounted for $0.3452 (48%) of
the City’s total tax rate of $0.709158 (illustrated below).

Breakout of Property Tax Rate
MUD
REBATES
$0.084
$7.7M

0%

10%

DEBT SERVICE
$0.3452
$31.3M

20%

30%

40%

GENERAL FUND (OPERATIONS)
$0.2792
$21.0M

50%

60%

70%

80%

90%

100%

Certificates of Obligation (COs)
COs are Council-approved debt issuances that can be secured with property taxes or
revenues from a utility or other lawfully available revenues of the City. The City of Pearland
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has not traditionally used utility-secured COs; those referenced here are secured by property
taxes. Chapter 271 of the Texas Government Code states that COs may be issued to:
1. Pay for the construction of a public work;
2. Purchase materials, supplies, equipment, machinery, buildings, land, and right-of-way for
authorized needs and purposes; and
3. Pay contractual obligations for professional services.
Unlike general obligation bonds, COs don’t require up-front voter approval. Only if the city
receives a petition protesting the issuance of the CO that is signed by five percent of the city’s
qualified voters must an election be held.
The City has used COs to finance vital public infrastructure projects that are necessary for the
city to function. Examples of these projects are the Public Safety Building, Fire Stations #8 &
#7, City Hall Renovation, 288 Northbound Frontage Road and the Safe Routes to School
program.
General Obligation Bonds (GOs)
GOs are voter approved debt issuances backed by the property tax levy. Chapter 1331 of the
Texas Government Code states that GOs may be issued to:
1. Construct or purchase permanent improvements inside the municipal boundaries,
including public buildings, waterworks, or sewers;
2. Construct or improve the streets and bridges of the municipality; or
3. Construct or purchase building sites or buildings for the public schools and other
institutions of learning inside the municipality, if the municipality has assumed exclusive
control of those schools and institutions.
The City of Pearland last approved a bond program in 2007, which consisted of six specific
proposals totaling $162 million, all of which were approved. At the time the City anticipated to
add 7.5 cents to the tax rate to complete all of these projects. At the same time, there were a
number of additional projects to be financed and completed from the 2001 bond election,
which was projected to require further increases to the tax rate. Despite the projected
increases to the tax rate, since that time the overall rate has only increase 5.6 cents, due to a
2 cent decrease in the operations portion of the tax rate. All 24 projects included in that bond
program are either underway or completed. A potential 2019 bond election is discussed in
another White Paper included in this binder.
Water/Sewer Supported Debt
Water/Sewer Supported Debt is defined as any debt issuance that are secured by a pledge of
revenue from a utility, in this case our Enterprise Fund (600). The City technically can issue COs
backed by Enterprise Fund revenue but has not historically done so.
Revenue Bonds
Revenue Bonds are Council-approved debt issuances that are backed by the City’s Enterprise
Fund revenue. The annual rate calculation takes into account the required principal and
interest payments as well as the reserve fund requirements and the any minimum coverage
ratios outlined in bond covenants.
Water & Sewer Sales are not the exclusive funding source for these debt payments. A portion
of the City’s revenue bonds are paid by Impact Fees, transferred from Fund 550 and 555. As
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discussed previously, Impact Fees can only be used to fund 50% of the impact fee eligible
costs of projects outlined in the Impact Fee Study.
Debt Issuance Process Overview Ongoing Management of Debt
The City of Pearland Staff works hand-in-hand with our Financial Advisor (BOKFS) and Bond
Counsel (Orrick, Herrington & Sutcliffe, LLP) to manage the City’s debt portfolio in a responsible
manner. All forms of debt issuance are fully vetted through staff and appropriate consultants
before ultimately being approved by City Council. No form of debt issuance can be authorized
without City Council approval. Below is a high-level overview of the standard process that is
undertaken before a debt issuance is authorized.
CIP Planning and Review (Council Action Required)
The development of the CIP begins shortly after the Budget is adopted with staff from Capital
Projects working with departments across the City to refine the scope and cost of new and existing
projects. Once the cost estimates are in place, Staff works with the City Manager’s Office to
prioritize projects and phase projects, bearing in mind the City’s projected AV growth and capacity
for new debt.
After the CIP has been reviewed internally, Staff presents the prioritized list of projects to the
Planning & Zoning committee. In past years, the CIP has been presented to City Council as a
part of the Budget, however in FY20 Staff is planning to present the CIP to Council separately
ahead of the Budget. This has two benefits. First, it will allow City Council an opportunity to
discuss project prioritization separate from an already jam-packed budget discussion. Second, it
will lock in a large portion of the budget ahead of time, allowing Staff and Council to focus
exclusively on non-CIP related funds during discussions.
The CIP is adopted by resolution, meaning that it in and of itself does not directly authorize
expenditures or issuance of debt, however it is a critical planning document that leverages project
prioritization and budgets to outline current and future anticipated means of financing. The current
year project budgets are used to establish the amount of the current year issuance and determine
the amount to budget in the Budget Ordinance (discussed later in this document).
Voter Authorization (Council Action Required, If Applicable)
General Obligation Bonds require voter authorization. This requires City Council to formally call
the election and voters to approve each initiative.
Adoption of Budget (Council Action Required)
The formal Budget adoption is an ordinance which appropriates expenditures, including capital
projects financed by debt issuances. Those expenditures are included in the lump-sum fund
allocations included in Exhibit A. Although this serves as the appropriation, expenditures are not
authorized until the Intent to Reimburse is approved by City Council.
Intent to Reimburse (Council Action Required)
Some of the projects funded in the Annual Budget would have already begun or will begin prior
to the actual sale of the bonds, which typically does not happen until winter/spring. In order to be
reimbursed from future bond proceeds, the City Council must adopt a resolution declaring the
City’s intention to be reimbursed from future bond proceeds. This allows for the work to proceed
prior to the sale of the bonds. The Intent to Reimburse resolution is an annual requirement.
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Bond Sale (Council Action Required)
The bond sale itself is a very long and complicated process that involves a number of parties,
both internal and external. Staff must work closely with the City’s Financial Advisor and Bond
Counsel to facilitate the ratings process, publish appropriate notices and take a number of other
steps before the issuance is actually considered by Council and the sale is made.
Even though City Council approved the Intent to Reimburse on these budgeted amounts, the
actual amount of the bonds sold is based on updated project schedules, revised scopes as
applicable and actual bids. City Council will ultimately approve the bond sale for the projects and
dollar amounts when the City is ready to sell the bonds. Staff brings forth an agenda request
considering an ordinance to issue the debt.
Only after these steps have been taken can the City issue debt.
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FY20 White Paper
To:

Clay Pearson, City Manager

From: Robert Upton, Director of Engineering & Capital Projects
CC:

Trent Epperson, Assistant City Manager

Date: February 1, 2019
Re:

Hurricane Harvey Buy-outs

Background
As we recall August of 2017 Hurricane Harvey affected the City of Pearland with record rain
events exceeding 48 inches in some areas of the City during the 4 day event. This resulted in
flooding of streets, homes, creeks and detention basins. Many of the areas that were flooded
were either near or next to the creeks or had finished floor elevations below the 100 year flood
plain elevation.
Capital Improvement Program (CIP) Impacts
Harvey will have the potential to impact multiple area in our CIP
• Critical Buildings and Facilities – For the buildings we will be looking at making sure
that they are 2’ above the 500 year floodplain, wind rated for 140mph 3-second gust, and
that they have the ability to support staff for extended periods of time. That design
consideration would include building flood resiliency, cooking facilities and accessibility.
To meet full operational capabilities, a generator capable of running the facility at full
operations will be required. Specific projects identified in the CIP that may be affected are
the Orange Street Service Center and future Fire Stations.
• Drainage Projects & Existing Drainage Bond Funds – Reallocate existing bond funds
and provide annual funding for buy-outs and projects as prioritized and included in the
Hurricane Harvey Preliminary Drainage Assessment Report and the Master Drainage Plan
(MDP).
• Roadway Drainage Criteria - Review of roadway drainage criteria evaluating the “one
lane passable in a 100-year event” criteria for boulevards by considering an increase in
roadway elevation or drainage capacity.
Mitigation Efforts – HMGP Buy-out Program, FMA Elevation Program, City & BDD4 Buyouts
Staff met with Council in December 2017 and in February 2018 to discuss FEMA options for
residents that were affected by Harvey and what options are available. This includes the Hazard
Mitigation Grant Program (HMGP) that sets aside funding after a natural disaster for raising
homes or conducting land acquisition to reduce future flooding. Since Harvey, Staff sent out over
400 letters to residents to meet and discuss their plans for the future and if they are planning to
rebuild or want to be considered for a buyout program. Since the last updates, staff has continued
to conduct meetings and conversations with residents. Staff has conducted over 286 formal
meetings with residents, several hundred phone conversations and discussions with over 70
requests for buyouts and elevation options. Staff discussed previously with Council a
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methodology to develop and prioritize the areas that were affected this would assist in guiding
this process and would be beneficial to the Clear Creek project.
Staff was authorized to utilize up to $500,000 to conduct land acquisition in the priority areas.
Staff also partnered with Brazoria Drainage District 4 to acquire vacant land to maximize the
authorized funds. For homes the City acquired, the homes were submitted to FEMA in the HMGP
application to determine if funding can be reimbursed. The homes that the City may not acquire,
they would be recommended to be part of the FEMA HMGP application and program that the City
is in process of submitting.
Update to HMGP Buyout Program
Staff has continued to work with the identified interested homeowners to gather documentation
needed for hazard mitigation grant development. This effort has included identification of
properties that were eligible for the HMGP acquisition program, and were part of the City’s
identified priority for acquisition. Approximately 90 residents showed a level of interest for the
home buyout or elevation. Several of the home owners are not interested in home buyout but are
interested only for elevation. After several rounds of communication with home owners, the staff
has identified 30 properties owners who have decided to be part of the submission. The staff has
secured voluntary participation forms for each of these homeowners considered for the
application. Staff has completed the application development and has submitted tothe application
to the Texas Department of Emergency Management (TDEM) on October 18, 2018 for
consideration. The process for the application included some of the steps listed below:

•
•

•
•

•
•
•
•

Conducted meetings and interviews with interested homeowners.
Gathering information regarding the ownership of each of the 30 homes that
included research on mortgage information and tax information from the Brazoria
County Appraisal District.
Gathered and reviewed information related to flood loss history on each parcel.
Development of project files that include site-specific information, photo
documentation of each property, and the development of FIRM and topographical
maps locating each parcel.
Development of the required environmental and historic preservation agency
concurrence letters.
Development of budget, and property inventory listing as required for the
application.
Review of alternatives to acquisition, including the possible pursuit of a home
elevation grant opportunity.
Research into other funding opportunities including community development block
grant funding to reduce the local cost share that is required by the homeowner.

Note: HMGP program provides funds for flood mitigation following a presidential major disaster
declaration. For this program, Hazard Mitigation Assistance (HMA) grant pays up 75 percent
of eligible costs and 25 percent of eligible costs is derived from non-federal source. Staff
communicated to the residents that this is a pass through cost to the residents. To look at
alternatives to assist residents with the 25% match, staff is researching on other funding
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opportunities, including Community Development Grant Fund (CDBG), to reduce burden to the
homeowner for this 25% match.
Update to FMA Elevation Program
The City staff invited the homeowners with a history of repetitive and severe repetitive flood loss
along with the home owners that expressed interest after Hurricane Harvey to attend an important
information session on the Flood Mitigation and Assistance (FMA) Program. The information
session was held on November 14, 2018 at City Hall from 6:30 pm to 8:00 pm. In the information
session, it was made clear that the FMA program is for the residents who have suffered repetitive
or severe repetitive losses and have participated in National Flood Insurance Program (NFIP). In
addition, it was informed that the primary purpose of the participation is home elevation to meet
the City’s Flood Hazard Ordinance Requirement. As the FMA grant application involves
participation with Texas Water Development Board (TDWB), a representative from the TWDB
joined the information session to help the City staff to answer technical questions related to home
elevation and FMA program.
The staff have been collecting voluntary interest forms along with other required documents such
as Proof of NFIP insurance, Color photos of home, sketch of property with footprint of house,
Elevation certificate, and FEMA Flood loss history. The city has received 19 applications from the
residents for home elevation. The staff will be submitting the application package to TWDB on
December 10, 2018 for the review. The date was extended due to the passing of the 41st President
of the US. The TWDB will be submitting the final application package to FMA by January 31,
2019.
Action Items:

•
•
•
•
•
•
•
•
•

Homeowner application due to COP
COP prepares application and submits to TWDB
TWDB prepares application and submits to FEMA
COP notifies participating homeowners of their status on their application
FEMA review
FEMA announces applications selected for further review (COP notifies
participating homeowners)
Further FEMA review
FEMA makes grant awards to TWDB
TWDB and COP work together to implement the program with participating
homeowner

Note: FMA program provides funds for flood mitigation of the flood insured structures. For this
program, FMA grant pays up to 100/90/75 percent of eligible costs based on the loss
history such as Severe Repetitive Loss, Repetitive Loss and the remainder of eligible costs
is derived from non-federal source. The City’s primary focus is severe repetitive loss structures.
Update to City and BDD4 Home and Land Acquisition:
In order to avail the City to the opportunity to buyout properties when they were available and
before they were bought by investors or rehabilitated by the owners, Council authorized staff to
begin pre-emptive buyouts over a year before any federal program would be available. Staff has
continued to reach out to property owners and conducting appraisals of home sites and vacant
land. To be able to maximize the funds, staff has been able to partner with BDD4 for the vacant
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land acquisition. This partnership has allowed the City to concentrate efforts on home purchases
and lots that are not along Clear Creek but within the priority areas.
As a result of these efforts, the City has assisted BDD4 in acquiring 9 vacant lots and the City has
acquired 4 residents and 2 vacant lots. Staff is currently researching 4 additional properties.
Currently the expended amount is $482,067.78. Council authorized up $500,000 for acquisition
of parcels and there is potential for additional opportunities in the priority 1 and priority 2 areas,
staff will be requesting additional funding to assist in these acquisitions. The residences acquired
have been submitted as part of the HMGP program to seek reimbursement for the City
expenditures.
City of Pearland
Number of homes bought
4
Number of vacant land bought 2

BDD4
0
9

Action Items Moving Forward
Staff submitted the application to the State/FEMA for its consideration for funding. The following
shows the anticipated future timeline:
Submission of application to TDEM/FEMA
State/FEMA review and award
Begin Buyouts
Property Owner Meetings
Appraisals
Agreement for Sale
Closing
Demolition

October 2018 (submitted)
11-21 months
Upon grant award
11-21 months
12-22 months
13-23 months
13-23 months
14-26 months

Once the application is submitted the following will be the staff’s recommended actions:

•
•
•
•
•

Respond to requests for information from the State and FEMA
Continue to coordinate with homeowners to provide updates as to project status
Research and develop possible CDBG-DR application for local cost share
Maintain application files and update as necessary
Coordinate with BDD4 for additional vacant land purchases

Future Grant Program
Significant numbers of home owners (approximately 24 so far) are interested in home elevation
rather than participating in home buyout program. Based on the location of the homes (not in the
priority areas along Clear Creek), loss history, sentiment of the residents, and opportunity to keep
the taxable property in good standing, the City staff has prepared FEMA application for 19
residential home for elevation anticipates to participate in HMGP-Elevation.

1. HMGP-Elevation: The staff has submitted Notice of Intent (NOI) for elevation and
has received approval from TDEM. This program will be similar to HMGP buyout
program with 75/25 funding between grant and home owner contribution. Based
on the latest communication with TDEM, it is unlikely that the City would be
receiving technical assistance from TDEM. In addition, The City’s opportunity to
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submit application HMGP elevation will depend on TDEMs decision to make
extension of the application deadline. The current application was November 25,
2018.
Exhibit 1: Buyout location maps
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Exhibit 2: City and BDD4 acquisition map
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FY20 White Paper
To:

Clay Pearson, City Manager

From: Peter Martin, Emergency Management Coordinator
Via:

Vance Riley, Fire Chief
Roland Garcia, Assistant Chief Community Risk Reduction

CC:

Johnny Spires, Chief of Police
Clarence Wittwer, Department of Public Works
Daniel McGhinnis, Chief Information Officer
Christopher Orlea, Department of Parks and Recreation
Michelle Graham, Department of Human Resources

Date: January 23, 2019
RE:

Hurricane Harvey Long Term Impacts – Internal Preparation and Response

BACKGROUND
The City of Pearland is unmistakably in the public safety business. City staff are the first
responders that Pearland residents count on to render aid in time of crisis. Both State and Federal
governments acknowledge that when disaster strikes, it is local governments that respond while
all higher echelons of government mobilize to support local officials. State and federal officials
further acknowledge that state and federal assistance may not arrive until hours, days, or perhaps
weeks after a disaster occurs. In the interim, it is the local municipalities, such as Pearland, that
provide life-saving assistance and humanitarian relief to the community. This was exactly the case
with response to Hurricane Harvey.
Pearland, like most other jurisdictions, maintains a hazard mitigation plan (HMP). This plan
identifies those hazards to which the City is most vulnerable and the likely impacts associated
with these hazards. It also describes the mitigation measures planned to reduce the impact of
these hazards when they do materialize. The City’s HMP recognizes flooding as the most likely
and impactful hazard confronting Pearland, which is closely followed by, and potentially
associated with; hurricanes, tropical storms and severe thunderstorms. Additional hazards
confronting the City also include tornados, hazardous materials incidents, winter storms, major
structural fires, drought, wild fires, utility failure, civil disorder and terrorist attack.
Regardless of the hazard, the prerequisites for a prompt, efficient and effective response to aid
our citizens in their time of greatest need include carefully-considered and flexible response plans,
the resources necessary to deliver the capabilities and services envisioned in those plans; and
capable and well-trained staff competent in the implementation of these plans. The City’s prompt,
effective and efficient response to disaster also rests on proficiency with the Incident Command
System (ICS), a proven national standard designed to deliver a scalable, integrated, crossfunctional means to manage any and all hazards that might threaten our City.
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In August 2017, Pearland experienced the most devastating natural disaster to ever visit the City:
Hurricane Harvey. Torrential rains closed streets, flooded homes and imperiled residents. In
response, City staff conducted 400 rescue missions to extract countless citizens from their homes;
typically in darkness, in the midst of rising flood waters. In addition to rescue operations, a myriad
of other services were provided to stricken residents including sheltering, mass care,
transportation out of the disaster area and ultimately debris removal and community restoration.
The City’s Emergency Operations Center (EOC) was activated at the outset; to support
responders in the field, provide timely and appropriate information to the public, and make timesensitive decisions to protect life and property throughout our community. An ICS response
organization was established within the EOC, to organize and oversee response efforts and
implementation of the City’s Emergency Operations Plan (EOP).
Pearland’s EOP is based on planning standards established by the Texas Division of Emergency
Management (TDEM). It takes the form of a Basic Plan supported by 23 functional annexes. The
Basic Plan generally describes Pearland’s approach to emergency operations and provides a
framework for the specific functional annexes. The annexes describe specific capabilities and
services the City must deliver in a disaster scenario and set forth staff responsibilities, tasks, and
operational priorities. These annexes also contain appendices, often consisting of standard
operating procedures, which offer greater detail as to how a particular task is accomplished.
Texas Government Code 418.043 requires that TDEM to adopt standards and requirements for
local EOPs and review them periodically. The State requirement is that Pearland achieve and
maintain an advanced level of preparedness, in order to maintain eligibility for the Federal
Emergency Management Agency’s Emergency Management Performance Grant (EMPG)
program. The City Council, consequently, adopted a Basic Plan in 1990, and the City has since
achieved the advanced preparedness level and annually benefits from the EMPG program, which
involves a 50% cost share and funds half of the Emergency Management Coordinator’s (EMC)
salary and benefits and a portion of other staff directly involved in emergency management
activities (See the attached 2018 Jurisdiction Preparedness Profile).
As indicated in the Jurisdictional Preparedness Profile, Pearland adopted the National Incident
Management System (NIMS) in May 2005. A prominent feature of NIMS is ICS, a standardized
incident management system used throughout the country and required by FEMA as a
prerequisite for participation in a variety of grant funding opportunities. Regardless, ICS is the
best method to bring order to the chaos and confusion that invariably accompanies every
emergency or disaster. It provides a widely-recognized organizational response structure,
common response and recovery procedures and terminology understood by all levels of
government as well as private-sector partners and non-governmental organizations (NGO). ICS
enables unity of response and recovery effort by facilitating the seamless integration of agencies
from other jurisdictions or levels of government as well as NGOs and private-sector organizations.
The ICS emphasizes management by response and recovery objectives and its planning
processes drive toward delivery of an incident action plan (IAP); which sets forth incident or event
objectives, response priorities, organizational structure, task assignments, and other supporting
information such as incident maps, site safety plans, medical and communication plans so that
all involved in response and recovery efforts have a common plan and the information required
for safe, effective and efficient operations. ICS planning concepts and organizational structure
also lend themselves to pre-planned events and are routinely employed by the City of Houston
and Harris County, for example, for large-scale events such as Super Bowl LI and the World
Series. Locally, City staff develop ICS IAPs for events such as the July 4th Celebration of Freedom
and, most recently, the Pearland Hometown Christmas Parade and Tree-Lighting event.
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In November of 2017, City staff completed an after action review and identified strengths in the
City’s response to Hurricane Harvey as well as areas for improvement and deficiencies. The draft
improvement plan was finalized in December 2017. Since that time, the City has hired a new EMC
as well as new directors of Public Works (DPW) and Communications. In addition, the Office of
Emergency Management (OEM) is in the process of hiring a new Emergency Management
Planner. Areas for improvement derived from Hurricane Harvey are described below as well as
progress to date and deficiencies that remain outstanding.
POLICY IMPROVEMENTS
Preparedness and response policy improvement actions produced by City staff during the after
action review included the following:
1. Update of Pearland’s Hazard Mitigation Action Plan in accordance with state and federal
requirements and submit for approval by both TDEM and FEMA. Periodic FEMA review and
approval is a prerequisite for hazard mitigation grant eligibility.
Status: Pearland’s Hazard Mitigation Plan (HMP) has been updated. The draft update has been
approved by TDEM and currently resides with FEMA, awaiting review and approval. Upon
approval the draft HMP update will be presented to the City Council for adoption, after which is
will remain valid for five years.
2. Update emergency contracts and agreements, including debris contracts, emergency
generator contracts, and mutual aid agreements.
Status: Pearland’s debris removal and debris monitoring contracts were awarded on September
5, 2017 for two years and remain valid until September 6, 2019 (see R2017-179). DPW has
access to additional generators for supplemental emergency power through its existing contracts
with electrical service providers. In addition, DPW recently negotiated a new contract with a new
vendor to meet all emergency power needs, provided the City gives advance notice of the need.
City requirements have been provided and DPW anticipates this contract will be awarded
subsequent to the January 14, 2019 Council session. Mutual aid agreements remain strong but
are also contingent upon the ability of neighboring jurisdictions and regional partners to commit
resources while also satisfying their own internal demand.
3. Continue strong IT/GIS support for emergency and disaster operations.
Status: The role of the City’s Information Technology (IT) Department has been integrated into
the City’s EOP and GIS staff continue to develop maps depicting information critical to timely and
effective disaster response operations. GIS staff are also embedded in the Pearland Incident
Management Team’s situation (awareness) unit.
4. Establish Citywide ICS responsibilities and develop a strong Incident Management Team
(IMT).
Status: The City has established an IMT that will staff an ICS organization within the EOC should
disaster threaten or actually impact Pearland. Most IMT positions have three individuals assigned,
two primary and 1 alternate. These individuals are targeted for position-specific ICS training (i.e.
planning section chief, situation unit leader, etc.). Efforts are ongoing to validate the current
training of assigned IMT staff, identify and close ICS training gaps.
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5. Develop an annual training schedule to support the EOC and ICS functions and EOP
implementation.
Status: A baseline training assessment is ongoing to determine which IMT staff have ICS training
and the extent of training. Thereafter the highest priority training gaps will be identified and
addressed. Once a sufficient degree of training and proficiency has been achieved, the City can
move forward with disaster response exercises to refine response plans and further develop staff
proficiency.
Over the past year, several IMT members have completed position-specific ICS training including
Logistics Section Chief (1), Planning Section Chief (1), Operations Section Chief (2) and
Communications Unit Leader (1), for example. Pearland also hosted two G-300 classes
(Intermediate ICS for Expanding Incidents), which included participation of approximately 15 City
staff. The City also hosted two G-400 classes (Advanced ICS for Command and General Staff),
which included participation of approximately 13 City staff. These courses are prerequisites for
position-specific ICS courses that prepare students for success in their IMT assignments.
Initial investment in formal training was made in FY18 when two City staff (HR and Fire) were
funded to attend non-local, resident ICS section chief course (Logistics and Planning). Two others
(Police and Fire) attended the operations section chief courses locally, at no expense other than
the investment of time and salary. In addition, the City has budgeted $10,000 in FY19 to further
ICS training and proficiency efforts. The Human Resources Department has also made IS-100
(Introduction to Incident Command System) and IS-700 (Introduction to the National Incident
Management System) mandatory for all new employees while several departments have made
IS-100, 200 (ICS for Single Units and Initial Action Incidents), 700 and 800 (Introduction to the
National Response Framework) mandatory for all staff. Note that these courses are prerequisites
for admission to G-300 and are all available online, free of charge.
6. Review and update the City EOP; update and add various appendices and policies.
Status: The basic emergency operations plan and each of the 23 annexes have been reviewed
by the City departments responsible for their maintenance with the exception of Annex T:
Donations Management. Revision of 13 of the 23 annexes are complete and 8 have been
submitted to TDEM for approval. The remaining annexes are undergoing final edits and staff
consultations and are, in some cases, awaiting development of supporting appendices. A highwater response policy has been drafted for inclusion in Annex R: Search and Rescue, for
example, but it requires further refinement and additional review by City staff. Similarly, a strategic
national stockpile points of dispensing (POD) plan has been drafted for inclusion in Annex H:
Health and Medical Services.
7. Development of a Citywide Hurricane Action Plan, with departmental actions based on
readiness levels from the EOP.
Status: Completion pends due to competing priorities described above.

FINANCIAL IMPACT & OPTIONS (OPERATIONAL, CIP, & REVENUE)
Budgetary and Grant considerations for Training and Equipment, to support the City EOP:
1. Hurricane Harvey was a regional disaster, which resulted in a scarcity of response resources.
Mutual-aid long promised and assumed to be available following any disaster was simply
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unavailable due to competing demands or was time-late in its arrival. City leadership quickly
recognized the need for greater self-sufficiency throughout the organization. City response efforts,
consequently, relied largely on organic resources and ultimately led to the loss of two Public
Works dump trucks, which the DPW could ill-afford to lose.
Status. City staff have since acquired 8 surplus, high-profile military cargo trucks for flood/disaster
response at no cost to the City, other than shipping (~ $30K). These vehicles were excess
property made available by the U.S. Department of Defense (DoD) through its law enforcement
support (LESO) program. ~$6,500 was allocated to configure four (4) vehicles for disaster
response operations and an additional $6,500 is required to complete fleet configuration and
standardization of each of the vehicles. Note also that while these vehicle are highly capable, they
are not equipped with hydraulic lifts, which would be advantageous in the event an assisted-living
facility required City assistance in evacuation or non-ambulatory residents in flood-threatened
communities.
Flood-rescue teams, comprised of 48 individual responders (4 per vehicle for each 12-hour
operational period), are being identified to operate the high-profile vehicles. The appropriate
personal protective equipment (PPE) has been acquired for each member, as recommended in
the after-action review, to ensure their safety during rescue operations. Approximately $27K was
expended to acquire PPE. This figure also includes team equipment to facilitate rescue operations
such as rescue throw bags, pike poles, etc. City staff are also exploring the availability of flood
rescue training, potentially including swift-water rescue training, to enhance the safety of City
responders and the effectiveness of their flood rescue mission.
Pearland Police have also acquired three Humvees through the DoD LESO program. In addition
to their availability for flood rescue operations, all of these vehicles are available for response in
lesser conditions in which flooding does not actually threaten homes and businesses but impedes
access to local communities by conventional police and fire vehicles responding to emergency
service requests.
Two shallow-draft rescue boats owned by the City have also been recapitalized and the Fire
Department is currently evaluating the need for a flood response boat program (i.e. training in
boat operations, investment in boat configuration and recurring maintenance, etc.).
2. The Hurricane Harvey after-action review highlighted the benefit to situational awareness of
having access to Pearland’s traffic detection cameras in the EOC and the Public Works facility on
Orange St. Subsequent investigation, however, proved that the existing camera system was not
intended for or incapable of being leveraged in the manner proposed.
Status. Working collaboratively with Public Works, the IT department invested ~$62,500 to
expand the City’s traffic surveillance infrastructure to improve service to a variety of stakeholders,
including City disaster response officials. The IT department has acquired and is actively installing
and configuring 25 pan-tilt-zoom cameras at the City’s busiest intersections, which can be utilized
to monitor flooding and other emergency situations in addition to meeting traffic surveillance
requirements and the needs of the DPW Right of Way division. 8 of these cameras are currently
operational, with the remainder coming on line in FY19 Q2.
In addition, the IT Department is concluding negotiations with the Texas Department of
Transportation to acquire access to an additional 25 state cameras, located at prominent
intersections along FM-518 and SH-35. These pan-tilt-zoom cameras will also be integrated into
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the City’s traffic surveillance system and available to inform situational awareness in the event of
disaster.
3. Flood damage to City facilities during Hurricane Harvey called into question the adequacy of
the City’s flood insurance coverage. The City’s risk manager subsequently examined the
adequacy of insurance coverage on City facilities and premiums for additional flood coverage.
Status. Several options for additional coverage were presented to Council for consideration.
Resolution R2018-121 authorized expenditure of $45,440 to acquire additional flood insurance
coverage for those City facilities damage by flooding during Hurricane Harvey. A contract was
concluded September 24, 2018, which went into effect October 31, 2018, following a mandatory
30-day waiting period. The contract remains valid until October 30, 2019.
4. The Office of Emergency Management recently acquired a 1-year subscription to an IAP
software program produced by The Response Group (TRG) at a very reasonable price ($1,500)
negotiated by Harris County. This initiative was undertaken to facilitate the work of the City IMT.
The IAP software alleviates the need to utilize hardcopy paper documents or excel spreadsheets,
which had been the norm. The software expedites IAP development, thus saving time in disaster
response planning while also improving IAP content. It is anticipated the subscription will be
renewed in FY20 and beyond due to the ease with which IAPs can be produced and the benefit
to the IMT. IMT staff would also benefit from official training, available through TRG at additional
cost of ~ $2,500.
5. Historically, there were no local or regional plans to shelter citizens in coastal counties such as
Brazoria, due to the threat of storm surge and hurricane-force winds. Hurricane Harvey, however,
illustrated the need for shelters of last resort and mass care capability for scenarios other than
hurricane.
Status. The Parks and Recreation staff has partnered with the American Red Cross (ARC) to
receive shelter and mass care training (July 2018) and is currently negotiating to stage ARC
shelter supplies in Pearland. Additionally, funding has been identified to expand emergency power
at the Pearland Recreation Center so that it is better equipped to serve as a shelter of last resort
and provide mass care while also satisfying ARC requirements such that the ARC could quickly
relieve City staff of shelter operations and management in a large-scale disaster scenario.
6. A need for laptop computers to facilitate the disaster response work of the Communications
Department staff was identified.
Status. Resolved. Communications staff have been equipped with laptop computers.
7. Subsequent to Hurricane Harvey City staff explored potential to recapitalize and expand the
existing flood warning system so as to achieve better situational awareness during flood events.
Status. Brazoria Drainage District 4 has replaced 7 stream gages in Pearland and has plans to
replace an 8th in Hickory Slough at Max Road once the Max Road project is complete.
8. During Hurricane Harvey response and recovery operations only half of the EOC positions
were equipped with telephones and computer monitors. This deficiency was noted during the
after-action review.
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Status. The IT Department has since equipped each EOC position with both a telephone and
computer monitor, at a cost of ~ $8K. Some positions are equipped with dual monitors to facilitate
complex, high-demand data exchange.
9. After-action review following Hurricane Harvey revealed that the storm sewer maps were
outdated.
Status. All storm sewer maps have since been updated.
10. A need for greater coordination and alignment with community partners was highlighted as an
area for disaster response improvement.
Status. In July City leadership hosted a very productive hurricane workshop with significant
community stakeholders; which included Pearland Independent School District, Brazoria
Drainage District 4, CenterPoint Energy, the ARC, the HGAC and several other stakeholders.
The EMC has also met with executives of three of Pearland’s assisted-living/skilled nursing
facilities to explore their readiness for disaster. In the course of consultations the EMC reviewed
emergency operations plans for each facility and recommended changes to both improve
preparedness and comply with recent emergency preparedness requirements promulgated by
the U.S. Department of Health and Human Services, Center for Medicare and Medicaid Services.
Efforts were also undertaken to identify and engage each of the dialysis treatment centers located
in Pearland, with a view toward convening a readiness workshop early in 2019.
OUTSTANDING CAPABILITY SHORTFALS
1. The Hurricane Harvey after-action review noted a need for 20 portable radios for DPW staff
engaged in disaster response and recovery operations.
Status. FY19 budget constraints precluded acquisition of hand-held radios intended to enhance
interoperability among DPW response forces and City command and control nodes. Projected
cost is ~ $55K.
2. FY19 fiscal constraints similarly precluded acquisition of long shelf-life food, cots and related
subsistence items required to support emergency essential personnel (IMT and field responders)
during prolonged disaster response and recovery operations.
3. In conjunction with the Harvey after-action review staff recommended that additional food
preparation equipment (i.e. a stove and oven) be installed in the Public Safety Building (PSB) and
the Public Works facilities on Orange and Old Alvin to better support disaster response forces
and do so from multiple locations, to alleviate the need to shuttle food throughout the City in
disaster conditions. During Hurricane Harvey the kitchen in the Public Safety Building was used
to feed all emergency essential personnel but struggled to meet demand. A need for additional
cooking equipment was identified to meet demand. The Public Works facility on Orange and Old
Alvin was also used to stage response forces and could have benefitted by having food service
capability on site, to avert the need to dispatch meals from the PSB to various locations around
the City.
Status. PSB upgrades pends fiscal resources. Full service kitchen capabilities are included in the
planned new DPW & Engineering Administration building, which is scheduled to start construction
in FY20.
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4. A need for additional IT hardware in the Public Works facility at Orange and Old Alvin was
identified for command and control of public works disaster response and recovery forces.
Status. FY19 fiscal constraints precluded acquisition of additional data processing and display
equipment in the DPW administration facility. The required equipment is included in the planned
new DPW & Engineering Administration building, which is scheduled to start construction in FY20.
5. A need for increased emergency power availability in a variety of City facilities was identified in
conjunction with efforts to allocate PSB space for IMT needs, including sleeping accommodations.
Several viable locations for sleeping accommodations in the PSB were forfeited due to lack of air
conditioning as a result of emergency power constraints.
Status. The DPW Facilities Services Division conducted an audit of existing emergency power
generators and several potentially viable City facilities to document the current extent of
emergency power in these facilities and electrical requirements to expand emergency power. This
initiative was undertaken to explore the adequacy of City facilities to shelter disaster response
forces and thereby relieve demands on the PSB. As noted in a January 10, 2019 Engineering and
Capital Projects memo, “… memo provides a summary and status update for the Recreation
Center and Natatorium (RCN) Generator installation and Architectural Improvements. The
proposed project included in the FY2019 budget addresses the need to provide permanent standby generator power to operate the Recreation Center at full capacity in the event of a natural
disaster or power outage.” The DPW also evaluated the extent of emergency power in the PSB
and the electrical requirements to expand the availability of emergency power in that facility.
Preliminary analysis indicates that a 1,250KW generator would be required to fully configure the
PSB with emergency power but cost estimates to configure the building and acquire a generator
of sufficient capacity are still under development.
6. The audio-visual (AV) equipment in the EOC was installed when the PSB was constructed in
2010. Since that time the AV system has been rendered obsolete by technological evolution and
it is now difficult or impossible to attract vendors willing to service it, due to its age. In addition,
system components are not easily replaced because state-of-the-market components are
incompatible with the installed AV system. The EOC AV system must, however, be operational
on demand, 100% of the time. The City is at increasing risk as this equipment ages, particularly
since a significant system degradation is not easily repaired due to the lack of vendors capable
of maintaining the system.
Status. As noted in a recent Thursday packet memo on the topic dated December 4, 2018; the
EOC AV system is in need of recapitalization and a recent quote suggests this can be achieved
with an investment of approximately $50K.
7. The Hurricane Harvey after-action review noted a need to identify a damage assessment team,
provide damage assessment training and technology to achieve rapid, thorough and consistent
damage assessment throughout the City.
Status. A vendor recently delivered a presentation to the Community Development Department
and EMC on a very promising damage assessment software program, which standardized
assessments and documents findings in a manner acceptable to FEMA. Fiscal constraints,
however, preclude FY19 acquisition but this should be a priority for FY20.
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KEY STAFF for Emergency Management topics:
Roland Garcia, Assistant Fire Chief for Community Risk Reduction
Peter Martin, Emergency Management Coordinator
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Jurisdiction Preparedness Profile
Jurisdiction: Pearland
County: BRAZORIA

Plan Record: Primary
Report Date: 1/4/2019 10:59 AM
COG: 16-Houston Galveston Council of Governments
DC Region: DDC 16 Texas City

Associations:
EMC: Peter Martin

DC: Mike L. Jones

Assessment of Planning Preparedness: Advanced

Funding Status: EMPG

Requirements for the Basic level of Preparedness:
1. Legal documents establishing the local Emergency Management Program:
City Ordinance Date: 8/27/1990
Court Order Date:
NIMS Adoption Date:
5/23/2005
DEM 147 Date: 12/18/2017

Joint Resolution Date:
Mitigation Action Plan Date: 9/8/2004

2. Current Planning documents as listed below:
A. Data below is based on documents sent to the Division of Emergency Management.
B. To be considered current, documents must have been prepared/revised or updated by change within 5 years.
C. Deficiencies listed refer to like-numbered items in State Planning Standards.
D. The list of annexes below include only those required by the state.

Document

Plan Date

Review
Date

Expire
Date

NIMS Status

Deficiencies

Action Required

Requirements for BASIC LEVEL of Preparedness, these Annexes:
Basic Plan

09/27/2017

09/28/2017

09/27/2022

Yes

Approved

Revise by 5th anniversary of Plan date

Annex A

09/28/2016

09/28/2016

09/28/2021

Yes

Approved

Revise by 5th anniversary of Plan date

Annex B

09/28/2016

09/28/2016

09/28/2021

Yes

Approved

Revise by 5th anniversary of Plan date

Annex C

09/28/2016

09/30/2016

09/28/2021

Yes

Approved

Revise by 5th anniversary of Plan date

Annex E

09/28/2017

09/28/2017

09/28/2022

Yes

Approved

Revise by 5th anniversary of Plan date

Annex I

09/25/2018

10/03/2018

09/25/2023

Yes

Approved

Revise by 5th anniversary of Plan date

Annex M

09/27/2018

10/04/2018

09/27/2023

Yes

Approved

Revise by 5th anniversary of Plan date

Annex N

09/12/2014

09/17/2014

09/12/2019

Yes

Approved

Revise by 5th anniversary of Plan date

Annex O

09/15/2014

09/17/2014

09/15/2019

Yes

Approved

Revise by 5th anniversary of Plan date

Annex Q

09/29/2015

10/02/2015

09/29/2020

Yes

Approved

Revise by 5th anniversary of Plan date

Annex V

09/27/2016

09/28/2016

09/27/2021

Yes

Approved

Revise by 5th anniversary of Plan date

Requirements for INTERMEDIATE LEVEL of Preparedness (Basic + these Annexes):
Annex D

09/28/2017

09/28/2017

09/28/2022

Yes

Approved

Revise by 5th anniversary of Plan date

Annex F

09/28/2017

09/29/2017

09/28/2022

Yes

Approved

Revise by 5th anniversary of Plan date

Annex G

09/28/2017

09/28/2017

09/28/2022

Yes

Approved

Revise by 5th anniversary of Plan date

Annex H

09/28/2017

09/28/2017

09/28/2022

Yes

Approved

Revise by 5th anniversary of Plan date

Annex J

09/27/2018

10/03/2018

09/27/2023

Yes

Approved

Revise by 5th anniversary of Plan date

Annex K

09/28/2018

10/04/2018

09/28/2023

Yes

Approved

Revise by 5th anniversary of Plan date

Annex L

09/28/2018

10/04/2018

09/28/2023

Yes

Approved

Revise by 5th anniversary of Plan date

Annex R

09/29/2015

10/02/2015

09/29/2020

Yes

Approved

Revise by 5th anniversary of Plan date

Annex S

09/29/2015

10/02/2015

09/29/2020

Yes

Approved

Revise by 5th anniversary of Plan date

Requirements for ADVANCED LEVEL of Preparedness (Basic + Intermediate + these Annexes):
Annex P
Annex T
Annex U
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09/29/2015
09/29/2015
06/21/2018

10/02/2015
10/02/2015
07/03/2018

09/29/2020
09/29/2020
06/21/2023

Yes
Yes
Yes

Approved
Approved
Approved
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FY20 White Paper
To:

Clay Pearson, City Manager

From: Cynthia Pearson, Director of Finance
Rhonda Daugherty, Assistant Director of Finance
John McCarter, Budget & Procurement Manager
CC:

Jon Branson, Deputy City Manager

Date: December 19, 2018
Re:

Harvey Long Term Impact – Property Tax Value and Revenues

BACKGROUND
During this time last year, with the widespread flooding caused by Hurricane Harvey, there was a
concern with property values, sales tax revenues, permit revenues, and the general health of the
economy for the City of Pearland and the larger Houston metropolitan area. The City is obviously
a part of the larger area and largely dependent upon the entire economy for revenue (i.e., property
and sales tax revenue) to fund all operations.
The general consensus for the Houston region is that we continued to see growth in most sectors
of the economy during 2019 and our local economy followed the overall United States economy
which is set to grow at its fastest pace since 2005 in 2018 (see attached Greater Houston
Partnership – The Economy at a Glance – January 2019.) There are concerns regarding a
potential slowdown in the national economy, which is discussed in the Economic Outlook White
Paper included in this binder.
Property Values
Property tax revenue for current Fiscal Year 2019, based on values as of January 1, 2018 and
payable beginning in winter 2018, are coming in consistent with the Fiscal Year 2019 budget
projections. Property values set by the County Appraisal Districts as of January 1, 2019, will be
the basis for property taxes in Fiscal Year 2020. Although we were aware and anticipated that
homes that suffered flooding during Harvey and were not repaired might see a decrease in value
for up to two years, there have been no significant reductions to City of Pearland property values.
There were approximately 1,700 homes affected by floodwaters, however the number of homes
with significant damage is closer to 400. There are approximately 24,000 homestead properties
within the City, plus those without homestead and all the commercial properties. The directly
affected, while obviously highly impactful in those cases, did not have major impact for the total
tax base. There has also not been any slowing effect on our overall growth in values and/or the
general economy. Based on what we have seen from the appraisal district offices, they have not
seen any significant negative effects from Harvey.
Sales Tax Revenues
As is typical after a Hurricane, we have seen a near-term increase in sales tax revenue due to
the purchase of construction materials, household goods, furniture, etc. as part of the restoration
effort. These spikes are typically short lived and sales tax revenue, after a few months, returns to
the pre-disaster trends. After an initial dip in August when the storm hit, the City saw a bump in
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sales tax revenue in the month following the storm due to the rebuilding effort. Sales were up
9.7% in September, 12.5% in October and 14.4% in November.
Permit Revenues
The storm did not have any long-term impacts on permit revenue.
Summary
While Pearland and the surrounding areas felt the effects of Hurricane Harvey through the
recovery period, overall it was temporary and relatively mild. The strong US economic growth
along with a continued economic recovery in Texas absorbed any losses quickly and growth
continues for our local economy.
As is our normal practice, City staff will continue to monitor economic indicators and report on
those on a monthly and quarterly basis. Although not expected, any economic weaknesses or
issues that may jeopardize our budgeted revenues will be identified and addressed as necessary.
POLICY/GOAL CONSIDERATION
Fiscally Responsible
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FY20 White Paper
To:

Clay Pearson, City Manager

From:

Cynthia Pearson, Director of Finance

CC:

Jon Branson, Deputy City Manager

Date:

January 25, 2019

Re:

Internal Service Funds Update

BACKGROUND
The City’s finance functions are designed to meet a number of important goals and objectives,
most of which involve our responsibility to the taxpaying citizens to whom we provide public goods
and service. To do so, we utilize a fairly standardized set of methodologies that equate to a “best
practices” approach to municipal management.
Segregation of the funds in which we are entrusted is one way of meeting Strategic Priorities;
particularly, those related to Fiscal Responsibility. Based on the source and/or intended use of
local government funds, we allocate and disburse certain revenues separately from others. Cities
use a basic design consisting of a General Fund, Enterprise Funds, Debt-Service Funds, Capital
Improvement and Component Unit Funds, and Special Revenue Funds. For the most part, these
fund types are designed to accomplish goals and objectives related to the services we provide to
citizens and businesses – external stakeholders. Other funds service the internal needs of the
organization and are classified as Internal Service Funds.
Over the last two fiscal years, the City has engaged in discussions to create additional internal
service funds. In many cities, internal service funds are used to provide for fleet, facilities, and
information technology. The purpose of an Internal Service Fund is to provide a mechanism to
recover the full cost and/or finance the goods or services provided to an organization’s internal
department. The principle behind internal service funds is simple. Rather than making periodic
large-dollar investments, the City makes annual contributions to the internal service fund. In turn,
the City then uses the balance in the internal service fund to pay for large-dollar investments.
Because of their nature, internal service funds have less of a varying financial impact on the
operating budget and allows for a more systemic approach to the acquisition and maintenance of
high dollar equipment.
Internal Service Funds eliminate harsh fluctuations of the General Fund and allow assets to be
directed where the demand is highest. Consistent budgeting tends to provide for continual quality
and updating of capital equipment without varying demands on operating funds or the need to
enter into capital leases. Furthermore, a significant benefit is that consistent budgeting tends to
provide for continual quality and updating of capital equipment without widely varying demands
on capital funds. Internal Service Funds are used to properly account for the financing of goods
or services that are provided by one department of a governmental unit to other departments on
a cost-reimbursement basis.
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With the recent implementation of the Motor Pool Fund, it is my recommendation that we
continue to move forward with establishing additional internal service funds for the City’s facilities
and technology requirements.
POLICY/GOAL CONSIDERATION
The City has three internal service funds: Medical Insurance Fund, Motor Pool Fund, and Property
and Liability Fund. Instead of having to budget each year for the actual level of anticipated need,
these funds are designed to allow us to accumulate fund balance levels that will (overtime) sustain
the ongoing needs of the organization without causing major budgetary fluctuations annually. The
City’s facilities and technology needs are currently budgeted within each department’s operating
budget on an annual basis with no planned funding for future equipment replacement.
Because Pearland’s expansion involves more than a growth in population; the purchase,
maintenance, and replacement of the City’s computers and buildings should be handled on a
more deliberate and structured basis. The City’s current total fixed asset valuation is
approximately $1.59 billion, with the vast majority ($1.16 billion) being General Government Fixed
Assets. These include land, infrastructure, building and improvements, machinery, equipment,
and vehicles; as well as the furniture, fixtures and equipment in our facilities. That number is
growing as the City’s service population grows, and as we acquire and maintain more physical
space and technology in order to serve our citizens and businesses.
Each year, departments propose the use of various funds to support the costs of fleet, facility
maintenance and information technology. New and/or replacement equipment determinations are
being made simultaneous to other aspects of the budget process, and staff is faced with the need
to spend arduous amounts of costly time and effort calculating the priorities within the list of needs
presented by the departments. Furthermore, the funding for these items is often being considered
in concert and/or competition with others, and we are consistently faced with the probability that
certain priorities will not be met.
Alternatively, the City can develop and implement the solvency to segregate the budgetary
support for these types of costs from others, and establish additional internal service funds for
management of the City’s facility maintenance and information technology. Doing so will:
•
•
•
•
•
•

increase the efficacy of our response to unanticipated, urgent, unbudgeted needs;
avoid duplication of efforts across the organization;
maintain capital;
allocate full costs of services out to departments;
lower spending by taking advantage of economies of scale; and
meet sustainability mandates.

These funds are able to grow from a simple budgetary tool for repair and replacement to fullfledged measures that support the cost-effectiveness of the utilization of internal services funds.
FINANCIAL IMPACT
The City’s Motor Pool Fund was recently implemented on October 1, 2018. Although the Fund is
not fully funded, it has a current budget of $3.69 million to include funding for the Fleet
Management division. Of the $3.69 million budget, the vehicle acquisition budget is $1.5 million
and the repair & maintenance budget is $1.6 million. The current budget represents ‘seed’ funding
for the Fund’s startup. The startup ‘seed’ is not new funding, but the reallocation of funds
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traditionally budgeted in departmental operational accounts for fuel, maintenance, and
replacement. Due to the City’s myriad of funding priorities in FY 19, full implementation of the
Motor Pool Fund is cost prohibitive at this time. If we start where we are, and proceed in phases,
we will eventually be able to fully fund the Motor Poor Fund. Annually, we will increase the
departments’ operating budgets for lease and maintenance fees while continuing to replace
vehicles and perform fleet maintenance. In addition, Over-Policy funds may also be directed
toward the Motor Pool Fund as a way to build the Fund’s fund balance until lease and
maintenance fees are able to sustain the Fund.
Internal Service Funds can have a significant impact on our fiscal bottom-line. They can eliminate
drastic fluctuations in our GF budget and allow assets to be directed to where demand is highest.
This consistent budgeting approach tends to provide for continual quality and updating of
resources without widely varying demands on capital funds. We are recommending the
establishment of two additional internal service funds: Facilities and Technology.
The Facilities Fund would support the maintenance and repair of all City facilities, as well as the
replacement of ‘big-ticket’ items such as HVAC systems, roofs, electrical and plumbing systems.
The Facilities Management division currently manages 35 buildings totaling 358,555 of square
footage. All buildings are owned by the City except the Westside Library and Convention and
Visitors Bureau which are a leased space. Facilities Management provides services through
outside contractors and in-house staff. Services provided by outside contractors include HVAC,
electrical, plumbing, fire suppression systems, and emergency generator preventative
maintenance and repairs. In addition to managing all the service contracts, services provided by
in-house staff include minor repairs on HVAC, electrical, plumbing, fire suppression systems,
generators, painting, ceiling and tile replacements, and minor projects such as furniture moves.
Below are some of annual maintenance and service contracts managed by Facilities:
➣ HVAC and Ice machine preventative maintenance and repairs: $530K
➣ Plumbing repairs: $100K
➣ Generator preventative maintenance and repairs: $90K
➣ Custodial cleaning services except Public Safety Building: $360K
➣ Electrical for Facilities only: $60K
In order to properly assess the condition of the City’s facilities, the City should undergo a Facilities
Condition Assessment on all City buildings. This assessment is beneficial for the proper setup of
this fund as the results will guide the City’s replacement list used during the next budget cycle.
Examples of activities that would be funded by Facilities not under warranty include, but are not
limited to:
1.
2.
3.
4.

Roof replacements
Chiller replacements
HVAC replacements
Plumbing replacements

Without an internal services fund, when major cost items fail prematurely, the Public Works
general fund budgets are impacted when funds are transferred to the Facilities Management
division for repairs to a building that houses other departments. These general fund operations
include Streets, Drainage, and Right-of-way divisions.

February 16, 2019

Tab One - Fiscally Responsible

36

The Technology Fund would cover some routine and ‘big-ticket’ items related to the
replacement, maintenance and repair of computer systems and hardware. To ensure
departments can continue to provide necessary services to our customers, the City annually
dedicates a considerable amount of funds for maintaining and replacing aging
technology. Historically, these costs have been funded by Information Technology (IT) which
deflates the departments’ real cost of service delivery.
Each year, the Information Technology department allocates a significant amount of funds for
technology that has reached its useful life. These items include desktops, laptops, vehicle
docking stations and rugged laptops, iPads, cameras, servers, storage, network equipment, and
other required technology. Currently, the City is on a four-year replacement cycle for desktop
computers and peripherals which equates to an annual cost of $67,000 for the General Fund and
$43,000 for the Water and Sewer Fund. Moving to an Internal Service Fund would allow the City
to increase its level of transparency, make strategic decisions related to the acquisition and use
of technology, accurately account for technology costs, formulate a long-term plan, and provide
a funding mechanism for maintaining the City’s technology.
Information Technology’s major responsibilities include the planning and maintaining of networks,
servers, personal computers and laptops, as well as the City’s telephone system. Information
Technology provides telecommunication, network, and hardware support.
Information
Technology manages over 500 personal computers and laptops; 109 tablets; 350 virtual desktop
interfaces; 823 phone lines; 209 iPhones; 170 servers and 92 business applications. Examples
of activities that would be funded by Technology include, but are not limited to:
1. Microsoft Office Platform upgrades
2. Updating or conversions of ERP systems
3. Replacement of Servers
4. PC Replacements/Upgrades
The City’s goal is to be able to take advantage of the technology when available and pre-planning
for the replacements and upgrades will place the City in the best possible position for operational
success. Establishing Technology as an internal service fund will eventually eliminate or minimize
budgetary concerns which allows the City to proactively focus on services, solutions, and process
improvements.
COMPONENTS
Although there are generally two components to most Internal Service Funds – Maintenance and
Replacement – it is possible to focus solely on the replacement aspect. The “replacement
component” can provide for future funding for not only equipment and vehicles, but also
technology and facilities requirements. It is designed to cover future costs and is expected to have
a large residual value at the end of each year.
This budgeting tool will “smooth out” the financial impact of annual replacement purchase
requirements, and should help prevent large ‘swings’ of budget dollars from year to year. As a
result, scheduled replacements will not adversely affect the City budget as a whole, and make for
a more predictable and less volatile budget by reducing spikes in expenditures for capital outlay.
In the next few years, it is also recommended that the budget include ‘seed’ funding for the startup
of the Facilities Management and Technology internal service funds. The startup ‘seed’ is not
new funding, but the reallocation of funds traditionally budgeted in the City’s departmental
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operational accounts. The intent should be to incrementally allocate funding to these two internal
services funds with the goal of eventually fully funding both internal service funds.
KEY STAFF & NEXT STEPS
The effective implementation of the Facilities Management and Technology Funds will require the
collaborative effort of various staff across the organization. Some of the required key staff needed
for the formulation and implementation of the aforementioned Internal Service Funds include, but
are not limited to: Director and Assistant Director of Finance; Budget & Procurement Manager;
Director and Assistant Director of Public Works; Fleet Management Superintendent; Chief
Information Officer; Fire Chief; Police Chief and respective staff. Finance is prepared to convene
the necessary personnel resources to design, set-up and implement these two internal service
funds in a similar manner as the Motor Pool Fund.
Implementation of these funds will allow the City to quickly benefit from lowered costs and greater
resources to acquire, improve, and maintain its facilities and technology. In the same manner
that staff made a collaborative effort to implement the Motor Pool Fund and related operating
manual, staff will do the same for the facilities and technology internal services funds. As we
move forward toward implementation of the additional internal service funds, the operating
policies, procedures, and methodology of these funds will be reviewed annually to ensure best
practices and continuous improvement. Implementation of these internal service funds will allow
the City to continue to improve its ability maintain its financial stability and long term success.
Attached for your review is a generalized version of the Internal Service Fund Operating Manual.
Although this manual is very general, it will serve as a universal guide for each of the City’s specific
Internal Service Fund manuals. As always, regular performance evaluation will allow us to adapt
as demand and utilization change, and more importantly, these tools will allow us to improve our
ability to keep our overall goal in sight and ensure the long term success of our operations.

Attachment:
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CITY OF PEARLAND
INTERNAL SERVICE FUND
OPERATING MANUAL

NOTE:

Each respective Internal Service Fund will have an individual
Policy and Procedures Manual relative to purpose, so none of them
will be exactly the same.
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INTERNAL SERVICE FUND MANUAL
TABLE OF CONTENTS
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Replacement Division
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Maintenance Division

IV.
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A.
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V.

Insurance

VI.
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Replacement Lease Fees
B.
Working Capital
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Measurement Date
D.
Units Totally Funded that Remain in Service
E.
Special Situations
F.
Chart of Accounts for Replacement Division
G.
Charging of Fees to Operating Division
H
Process for Determining Replacement
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VIII.

Disposal of Assets
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Internal Services Division

X.

Contracting Out
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I.

ORIENTATION
Government systems are to be operated on a fund basis. A Fund is defined as a fiscal and
accounting entity with a self-balancing set of accounts recording cash and other financial
resources, together with all related liabilities and residual equities or balances, and changes
therein, which are segregated for the purpose of carrying on specific activities or attaining certain
objectives in accordance with special regulations, restrictions or limitations.
A mini-definition of an accounting system would be:
The total structure of records and procedures which discover, record, classify, summarize
and report information on the financial position and results of operations of a government
on any of its fluids, fund types, balanced account groups, or organizational components.
Financial Statements are to be presented using the following categories, groups and types:
Category and Type

Example

Government Funds:
General Operating
Special Revenue
Debt Service
Capital Projects

Operations
Section 4B, PEDC
Interest & Sinking
Major Improvements

Proprietary Funds:
Enterprise
Internal Service

External Services
Internal Services

Account Groups:
General Fixed Assets
General Long Term Debt

Assets of Governmental Types
Debt of Government Types

Proprietary Funds Expounded:
By Governmental Accounting standards, there are two types of proprietary funds: Enterprise
and Internal Services. Both operate as if they were private sector businesses, the difference
being, Enterprise functions provide services to external users or the citizens of Pearland and the
Internal Service functions provide services to internal users of the departments within the City
of Pearland.
Our current examples of Enterprise Funds are:

Utility

Our current examples of Internal Service Funds are:

Health Insurance Fund
Property Insurance Fund
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These funds are maintained not only to provide the stated services, but also to generate or save
the City money. Ideally, proprietary funds are self-supporting and require no subsidy from the
General Operating Budget. The Enterprise category generates revenues to cover costs required to
support the related functions. The Internal Services category saves the City money by continuing
to furnish the City with necessary benefits at a reduced rate (not exceeding) the expenses
incurred.
The income and expenses of this classification requires accounting similar to a business as
opposed to revenues and expenditures of all other governmental classifications.

II.

NATURE AND PURPOSE
Internal Service Funds are used to properly account for the financing of goods or services that
are provided by one department of a governmental unit to other departments on a costreimbursement basis. Governmental fund type and proprietary fund type accounting produce
significantly different financial statements. The proprietary type is designed to accumulate the
total costs, which includes depreciation and overhead, of providing particular services. Internal
Service Funds financial statements are comparable with financial statements of businesses
providing similar services because we price and account for them as if they were external to the
governmental unit.
The creation of these funds gives assurances to the City of Pearland that:
1.

Conformance to Governmental Accounting, Auditing and Financial Reporting
Standards are met.
a.
Maintain the Certificate of Excellence in Financial reporting
b.
Achieve higher bond ratings for possible future issues.

2.

The maintenance and operation of the actual fund is charged to the user
department, thereby, reflecting a more appropriate figure for financial statement
comparisons.

3.

Schedule replacement will not adversely affect the City Budget as a whole.

In essence, each individual internal service fund strives to recover their operational costs, which
ultimately enables them to exist. This includes salaries, fringes, building costs, insurance,
depreciation, and the like. Of course, all costs incurred from outside sources that are resultant of
these units functioning are also recovered.
Now and in the future, these enhancements should continue to provide the City of Pearland a
more stringent control of both assets and expenditures, as well as an outstanding management
tool for the decision-making process.
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III.

INTRODUCTION
Each Internal Service Fund is comprised of the Replacement Division and the Maintenance
Division. Appendix I shows the placement of Each Internal Service Fund in the City’s
organizational structure.
A.

Replacement Division
The Replacement Division provides the departments within the City of Pearland a means
of obtaining necessary items on a cost-reimbursement basis. This Division will be created
by a residual equity transfer from the General Fund; the purpose of which will be to
provide for replacement of capital equipment to the various departments and thereby
providing continual replacement of that equipment.
All capital equipment will be leased to user departments on a basis determined by type of
equipment, life, and other such criteria necessary to enable the fund to replace an item of
the same quality at the end of its useful life.
At some point, the Internal Services Manager together with the user Department Manager
will determine that a particular item should be replaced. These two individuals along with
the City’s Purchasing Officer will format specifications.
The bid process must be maintained for all contenders of the capital equipment. The
system of the Replacement Division allows for replacement of existing equipment only.
Any additions must come from individual department budgets.
A sale of excess equipment is held once a year. The Purchasing Officer coordinates this
process with the Internal Services Manager. The proportionate share of revenue will be
returned to that respective Fund.

B.

Maintenance Division
The Maintenance Division of Internal Services provides that departments within the City
of Pearland maintenance as well as repairs to all equipment belonging to the City Fleet.
All City equipment will be provided services of preventive maintenance and/or repairs.
Each department will receive a list showing the maintenance schedule. Cooperation is
essential if the City is to build efficient and stable equipment. Repairs and unscheduled
breakdowns will be organized by the respective Internal Services Manager with priority
over preventive maintenance activities.

IV.

FINANCIAL IMPACT
A.

Replacement
The Replacement Division is established to provide the City with adequate equipment for
its operations without requiring large administrative transfers for each group purchase.
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By leasing to the departments, not only will expenditures approach reality, but also the
Replacement Division would display revenue earned from the leases. The monies are
invested and channels are established for the retirement of a given asset and the
obtainment of a new one. The burden is therefore not on the General Fund to fully
subsidize all Capital Equipment PURCHASES. As the City continues to grow, this cost
becomes increasingly difficult to fund.
Prior planning in this fund will allow the City to afford higher quality, more cost efficient
equipment at a lower price than can be established in the private sector. Financial data
must be carefully prepared to consider: resale cost, replacement cost, and maintenance
factors from the Maintenance Division.
B.

Maintenance
The Maintenance Division will operate towards a “break even point”. We will provide
the City with a service and cost-out this service to prove our worth, as well as save the
taxpayer’s investment in our government. Efficiency in the organization of personnel will
be realized by employee recognition. Since we will be operating as a business, we must
conform to industry averages and standards. The use of time clocks will enable
verification of time factors and an analysis for work force. Workloads will be
redistributed to accommodate the needs of the City. Some items may be cheaper for the
City to contract out to local vendors. This will be addressed in Chapter IX, Contracting
Out, of each individual Internal Service Fund Manual.

V.

INSURANCE
The insurance premiums will not be calculated into the lease fees. They will be charged
separately and reported accordingly.
Any money that the City recognizes from insurance companies will become revenue in
the Maintenance Division to offset the labor required to obtain a finished product. The
departments at this point will not be responsible for the expenditures.
Any money that the City recognizes from the insurance companies will become revenue
in the Replacement Division if it is determined that the unit is to be replaced rather than
repaired.

VI.

REPLACEMENT SPECIFICS
The MOST IMPORTANT ASPECT OF each Internal Service Fund is to assure that financial
integrity of the Fund. This is accomplished in each Internal Service Fund by assessment of lease
fees for the replacement of equipment. This section contains information that affects the financial
aspect of the fund.
A.

Replacement Lease Fees
A specific formula will be developed to be used for the calculating of lease fees.
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B.

Working Capital
It is the intent of the Internal Service Fund to carry working capital balances equivalent to
20% of the value of the respective equipment.

C.

Measurement Date
Because the Replacement Lease Fees are calculated during the budget process, the
measurement date for the Replacement lease fees will be March 31.

D.

Units Totally Funded That Remain In Service
If a division has an item that has reached its estimated useful life but, because of good
care of the item, it is determined that the vehicle and/or equipment still has a remaining
useful life, the division can retain the item.

E.

Concession will be made for Special Situations as they arise and are recommended
by the Manager for consideration.
1. Upgrade or downgrade of new item
2. Surrender of Replaced Equipment
3. Holding Back Replaced Equipment for Use

F.

Chart of Accounts for Replacement Division
An ‘identifying’ account number should be created for each replacement to include the
fund, Department and Division that will be using the equipment.

G.

Charging of Fees to Operating Division
The charges for Replacement Lease Fees will be to a specific Object Code of each
operating division.

H.

Process for Determining Replacement of an Item
An item is identified for replacement by the Internal Services Manager with final
approval for the replacement being done by the City Council. The individual fund
Procedural Outline will be used as a guide in determining the Replacement timeline.

I.

Forms Used to Assist in Calculation of Lease Fees
Each Internal Service fund will develop a formula that will be used to assist in the
calculation of fees. A form will be prepared for each item and will be used throughout the
life of that item to account for the important information for the item.
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VII.

MAINTENACE SPECIFICS
The Maintenance Division differs from the Replacement Division in the area of funding. The
Replacement Division is designed to provide adequate funding for a future event (the
replacement of an item). The Maintenance Division is designed to recover current cost and to not
have a significant residual value at the end of the fiscal year.
The recovery of the Maintenance costs is the primary intent of the Maintenance Division. After
exploring the mechanics of the division, it has been determined that the Maintenance Division of
Each Internal Service Fund will operate in a miniature self-insurance environment. What this
means is that the various divisions of the City will fund the Maintenance Division based on their
past history of their equipment repair needs.
Before all other divisions prepare their budgets each year, the Maintenance Division will be
required to prepare their budget. The amount of their budget (after review by the City Manager)
will be distributed to the various other divisions of the City. In order to distribute the budget
amount, the Maintenance Division will need to calculate a ratio for each division repair costs
against the total repair costs for all of the operating division.
A Chart of Accounts for the Maintenance Division will be developed and followed as established
by the City’s Finance Department.

VIII. DISPOSAL OF FUND ASSETS
During the bid process for all equipment, an optional trade-in bid should be included. This
allows the City to accept the most advantageous method of disposing of these items by analyzing
the trade-in allowance versus the historical data of disposal at auction. All other equipment
would continue to either be sold at auction or through the sealed bid process. The Purchasing
Division, along with the Internal Services Manager, would perform the analysis and determine
the disposal method most advantageous to the city’s interest on each item.
IX.

INTERNAL SERVICES DIVISION
The respective Internal Services Fund Manager plans, prepares, organizes, and/or directs the
operations of that fund, including Preventive Maintenance, preparing replacements
specifications, and processing new equipment into service

X.

CONTRACTING OUT
A procedure will be developed to evaluate whether a given task should be performed in-house or
contracted out. Work volume fluctuations play a major role in the desirability of contracting out.
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FY20 White Paper
To:

Clay Pearson, City Manager

From: Cristen Wood, Human Resources Manager
CC:

Jon Branson, Deputy City Manager
Michelle Graham, Human Resources Director

Date: February 1, 2019
Re:

Employee Total Compensation in FY19 and Beyond: Competitiveness and Sustainability

BACKGROUND
We have taken great strides in the last couple of years to make the City of Pearland (City) an
employer of choice -- a place that job seekers want to be -- not only in this region, but in the state
of Texas and beyond. Work culture is discussed and nurtured as a positive attribute. Moreover,
improvements have been seen to the City’s Total Rewards, including sustained insurance costs,
attractive retirement/retention plan approved in FY18, enhanced City-wide wellness and training
programs, and teams to focus on improving employee engagement, and creating a high
performance organization.
While we conducted and implemented a compensation and classification study over the last
couple of years, we must continue to focus on employee total compensation in FY19 and beyond
to remain competitive. A focus on sustainability of a compensation system is the key to recruiting
and retaining the best employees.
To achieve the above, we should conduct a salary/market review every three (3) to four (4) years
to assess market conditions and ensure a competitive posture in personnel recruitment and
retention. As the most recently study’s recommendations were given to us in mid-2017, we should
budget and plan for another study (estimated cost $50-70K) to begin October 2020, or at the latest
October 2021. We believe that if the recommendation below for FY19 is implemented, we can
reasonably delay the study until October 2021.
Remaining Competitive In Between Studies
In addition to the recommendations from the compensation and classification that were
implemented in April 2018, an additional 30 individuals received pay adjustments, and 61 received
promotional increases, between October 2017 and November 2018.
Most recently, we engaged Arthur J. Gallagher & Co. (Gallagher) to perform a limited review of
base compensation for 52 of our City positions. This opportunity was the result of Gallagher
allowing us to “piggy back” on Deer Park’s recently completed 2018 Salary Survey.
16 local cities were represented in the survey, including Sugar Land, Missouri City, League City,
Baytown, and Pasadena.
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The following is the Summary of Salary Data Comparisons from the recently review by Gallagher:
•

Current midpoints of all Non-Sworn positions combined are highly competitive as are at
100% market value, and leading the market actual salaries by 2.9%.

•

Current maximums of all Sworn Police positions combined are highly competitive as are
at 100% market value, and, leading the market range maximums by 1.7%. Our starting
salary for entry Police Officers is leading the market by 5.8%.

•

Current maximums of all Sworn Fire positions combined are competitive as are at 100%
market value, and leading the market range maximums by 7.9%.

We are pleased with the results from the review by Gallagher as it shows we are currently where
we need to be with compensation overall as of today.
RECOMMENDATIONS FOR FY20
For the City to remain competitive and stay in line with other cities for FY20 and beyond, we
recommend the following:
•

Minimum 3% COLA (due to projected average pay increase of 3% nationwide for
FY19, and 3-5% local pay increases for FY20).

•

2% increase to Unified Pay Plan -- employees below the new minimum will receive
adjustment to new minimum. (If employee is at or close to “max”, they will receive a
partial increase/partial lump sum, or full lump sum.)

•

4% increase to Police Pay Plan. In addition would receive step increase during year
if not at top step of range. The 4% would make us more competitive in our recruitment
efforts, in addition to increasing retention. Also, the 4% increase to the pay plan
coupled with the 3% step increases should keep us ahead of projected local increases.

•

Develop and present resolution to Council that would serve to establish salary and
benefits administration maintenance and guidelines. The compensation philosophy
would provide a common understanding and consensus regarding the underlying
tenets of a compensation system. The guiding principles and key objectives of such a
philosophy would establish the structure for staff to follow when evaluating and making
proposed changes to the compensation system, pay plans, salaries, etc. Elements of
this philosophy/policy may include; establishing the timeline in which compensation
surveys data should be considered, establish where the City chooses to position itself
in labor market, establish a philosophy on the provision of group health and other
ancillary, set parameters on the use of/eligibility for and effective dates of cost of living
type adjustments etc.

•

Research the idea and impact of expanding our certification/license/degree pay policy
to allow an opportunity for employees to not only seek certification and/or licensing.
The value of the certifications/licenses is not just to the employee, but to our
organization. The more “tools” our employees have in their “toolkits” and the more
credentials they have only serves to strengthen our City as a whole.
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Cost to Implement - Effective October 2019 (FY20)
The chart below outlines the preliminary estimated impact for four (4) different potential scenarios.
The 2020 base represents the projected cost of all existing positions budgeted for 12 months,
including benefits, overtime and additional pays. This is an estimate based on the current
employees as of November 2018 and will likely change slightly by the time the FY20 Budget is
presented.
As outlined below, the cost for the 3% COLA increase to both civil service and non-civil service
will cost $1.8 million city-wide over our projected salary base, with $1.6 million coming from the
General Fund.

Notes:
1. Does not include grant accounts
2. Does not include step up pay for Civil Service
Structural changes to the non-civil service pay plan itself will not have an impact on the budget,
as individual employee salaries are not impacted by shifts in the ranges unless they are at the
very top or bottom of the range.
Cost to Implement - Beyond FY20
The cost of any given plan in future years will vary widely depending on the decisions future
Council’s make regarding COLA and other compensation changes. However, trends over the last
ten years can provide some insight into patterns that will continue in the future.
The chart below shows the General Fund expenditures since 2009 split between Salary & Wages
and all other types. The share of the General Fund budget allocated to Salary costs has increased
substantially; in 2009 non-Salary costs represented 43% of total expenditures but by 2019 they
represent just 27%.
While there are many reasons for this pattern, the biggest driver is new staff. Since 2009, the
organization has added 179.5 full time equivalents (FTEs) across all funds (a 30% increase).
Many of these additional positions are budgeted for only part of the year, meaning the full cost is
not realized until the subsequent year. The City has also consistently offered a COLA averaging
2%.
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While the increases in Salaries & Wages from new FTEs and COLAs have been necessary to
continue to provide exceptional services, they have resulted in a pinch to non-Salary & Wage
costs. For example in FY19 in the General Fund, the City funded a 2% COLA ($1.1) and 12 new
FTEs ($950K) while cutting the Streets & Sidewalks budget by 41% ($714K) and reducing vehicle
replacements to zero ($1.3 budgeted for FY18 and $2.1 budgeted for FY17). Salary & Wages
have risen in cost every year for the last ten years, while other costs have increased only five of
the last ten years.
Expenditures like vehicle replacements and pavement rehabilitation are easily scalable from yearto-year, making these easier to cut than a COLA or new staff. However, deferring maintenance
and replacement often leads to higher costs in the future, compounding the need for additional
funding.
While competitive compensation gives the City the ability to recruit and retain the talent needed
to keep our organization operating at a high level, one must bear in mind that decisions regarding
compensation have lasting impacts on the City’s operational funds that are difficult to reverse,
often to the detriment of non-Salary costs.
Things to Consider - Beyond FY20
• Reinstituting merit pay increases in FY21 and beyond. Increases should start with a 3%
budget, with individual employee increases ranging from 0-5%. (Or offer as an “add on” to
COLA increases for high performers.)
• Research skill-based pay for employees, primarily would be those in Public Works and
Parks Maintenance.
• Investing in Succession Planning utilizing outside vendor if HR staff has not increased.
• Related to Succession Planning, create career ladders where possible.
While the above have financial implications, our belief is that by investing in these areas it
would increase employee retention, engagement, and job satisfaction. In turn, the
associated lower turnover rate and cost would offset the costs.
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Medical Benefits
The City continues to have a robust benefits package including medical, dental, life, and a
generous retirement benefit as well. For FY19, we were fortunate that City Council approved
changes to allow benefits for qualifying retirees to continue their medical coverage until age 65.
We do not recommend changes to any of these areas for FY20. However, based on employee
feedback, we are looking to expand our supplemental offerings (AFLAC, Long Term Care) for
employees that are of no cost to the City to offer.
Our medical and retirement benefits continue to be on par or exceed those of other Texas cities
are a tremendous addition to an employee’s total compensation package.
SUMMARY
The economy is expected to continue to grow steadily, which means more people are working
and fewer people are out of work. This is great news, of course, but it presents a special challenge
for employers as we compete to attract increasingly job-savvy employees — either the few who
are out of work or those who are already employed at other entities. A growing economy means
workers have a lot of options; the only way to win the best talent is to position the City of Pearland
as a great place to work. If we do not keep current with our salaries and pay plans over the next
couple of years, we will most likely pay for it later when we do have another study and we are 34 years behind the pack. The other cost will be continued turnover as our employees leave for
other local cities with better pay and benefits.
We request Council provide staff approval to move forward with the recommendations presented
for FY20.
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FY20 White Paper
To:

Clay Pearson, City Manager

From: Robert D. Upton, P.E., Director of Engineering and Projects
CC:

Trent Epperson, Assistant City Manager
Clarence Wittwer, Director of Public Works
Raj Shrestha, P.E., Assistant Director of Engineering

Date: January 25, 2019
Re:

Stormwater Utility Fee – Update

BACKGROUND
The purpose of this paper is to provide background information regarding a potential
implementation of a Stormwater Utility Fee, provide an update on work completed thus far by staff
and outline next steps, should Council chose to proceed with development of this fee. This fee
was discussed at last year’s Early budget Input Session, at which Council gave staff direction to
proceed with preliminary steps toward the development of this fee.
The ultimate goal of floodplain and stormwater management is to improve and maintain drainage
facilities as well as to improve the health of streams, lakes, aquatic life and provide opportunities
for human uses of water by mitigating the adverse effects of urban development. To achieve this
goal stormwater management strives to maintain the natural hydrologic cycle, prevent an
increased risk of flooding, prevent undesirable stream erosion, and protect water quality.
The Federal Clean Water Act, Safe Drinking Water Act and Endangered Species Act direct the
City to improve/maintain stormwater quality and protect watersheds, rivers streams and drinking
water resources. Floodplain management includes all actions that States and communities can
take to reduce flood damage to both new and existing buildings and infrastructure. The Public
Works Department and the Engineering and Projects Department coordinate the citywide
response to the federal and state permits that require the City to reduce flooding of homes and
infrastructure as well as to reduce stormwater pollution and oversee the other programs that
respond to water quality requirements.
The efforts and costs to meet the mandated and unfunded federal and state requirements are
currently borne by the General Fund and costs will continue to increase through personnel, capital
and operational costs as additional requirements come into effect.
NEW FUNDING SOURCE FOR STORMWATER MANAGEMENT PROGRAM UTILITY FEE
Another way to fund a stormwater management program is through a Stormwater Utility Fee,
versus the use of the City’s general fund. The program fee is used to assist in the construction,
management and maintenance of stormwater and drainage infrastructure. Under Chapter 552 of
the Local Governmental Code, the Texas State Legislature authorized political subdivisions, like
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the City of Pearland, the ability to create a Storm Water Utility System dedicated to the
management of its storm water (drainage) facilities. State legislation also allowed for these
political subdivisions the ability to levy a dedicated fee to fund the drainage utility. Since the
implementation of Chapter 552, many cities such as Houston, Fort Worth, Austin, College Station,
Richardson, Amarillo, Arlington and recently Lewisville and McAllen in Texas have established a
Storm Water Utility program and drainage utility fee for their cities and have developed it as an
enterprise fund similar to the water and wastewater departments. Cities that have developed this
fee have based it upon the amount of impervious cover that covers the lot or site development.
Impervious cover is any surface in the landscape that cannot effectively absorb or infiltrate rainfall.
Several examples of impervious area include asphalt or concrete pavement, parking lots,
driveways, sidewalks and buildings.
The City will then utilize the specific Capital Improvement Program, Master Drainage Plan and
maintenance operation budget to develop the needed costs for drainage improvement,
implementation of MS4 program, maintenance activities and staffing. The cost information that is
developed is then utilized to develop the Stormwater Utility Fee. Similar to the other Cities, the
City will develop formula to estimate monthly fee based on impervious cover that will be collected
as a part of monthly utility fee.
Since this was last presented to Council, staff has started the development of a business plan to
begin setting the guidance and frame work for the stormwater fee. Attached is a draft business
plan that would set forth criteria for this program.
CURRENT FUNDING LIMITATIONS
Although the majority of the City is in the jurisdiction limits of Brazoria Drainage District #4 (BDD4)
(existing taxing agency), the City owns and maintains numerous detention ponds and miles of
drainage channels, roadside ditches and underground stormwater systems. The maintenance of
these systems are handled by the Streets and Drainage and Right-of-Way Divisions of Public
Works and funded through the General Fund. The General Fund is highly competitive for
funding requests and as regulations are increasing in requirements, funding is falling
short of the needed requirements to perform proactive drainage ditch and detention basin
maintenance, drainage mitigation, stormwater monitoring and floodplain mitigation. As
was experienced during the recent event known as Hurricane Harvey, the City received an
enormous amount of rainfall, and also during localized intense rainfall many areas within the City
are being and have been evaluated to determine if drainage improvements and maintenance to
existing structures are needed. Additionally, the need to continue improvements for regional
infrastructure along each tributary needs to be evaluated and implemented through the Master
Drainage Plan that is in partnership with BDD4.
The Master Drainage Plan will assist both agencies in developing regional locations and projects
for stormwater detention. The projects that will be identified will come at significant costs to
provide an agreed upon level of service to our residents. These projects will be regional in nature
and will be shared costs but will have to compete with other City capital projects for funding.
Additionally, further detailed drainage evaluations will need to be done on a local level to get
stormwater to the regional facilities. Projects similar to the proposed drainage bond projects would
also need to have funding established.
The stormwater utility fee could also be utilized to fund several other stormwater maintenance
activities that are currently funded through the General Fund. The types of maintenance services
could include street sweeping, channel mowing, and drainage infrastructure maintenance and

February 16, 2019

Tab One - Fiscally Responsible

53

debris removal. Engineering services could include educational outreach, stormwater
compliance, MS4 permits and floodplain management.
With the implementation of a stormwater utility fee, the city would be able to start addressing
regional and local drainage program needs more proactively and in a programmable and regional
approach.
Staff looked at several types of funding sources for a drainage improvement and storm water
program and compared them to the benefit of a stormwater utility fee.
Table: Comparison of Funding Mechanisms
Funding Source
Grants

Coverage of Cost
Capital O&M
Yes
No

Features

Loan Programs

Yes

No

Bond financing

Yes

No

General Fund

Yes

Yes

Permit Review
Fees
Inspection Fees

No

No

Not guaranteed, highly competitive, not sustainable
in long-term
Not guaranteed, highly competitive, must repay with
interest
Depend on fiscal capacity, can utilize for large, longterm expenditures, must repay with interest
Not equitable, competes with other community
priorities and other department needs, changes
from year to year
Not significant revenue, dependent on economy

No

No

Not significant revenue, dependent on economy

Stormwater Utility
Fee

Yes

Yes

Ability to generate ample revenue, sustainable,
dependable, equitable, requires significant public
dialogue

BUSINESS PLAN
Staff has started the process of developing a business plan to layout the framework to create this
program. The business plan would provide some background of where we are today and set forth
goals and needs for the program.
The development of goals are an important portion of this program as it will assist in determining
the level of service that the City will want to provide to the citizens for the program. Based upon
this defined level of service, staff will then be able to determine the staffing needs and projects
that will need for funding. Once the plan is developed a formal fee methodology can be developed
based upon the funding goals and needs. There are four key components of a successful
Stormwater Program that needs to be studied carefully to layout long term plan;
1. Program Management- Administrative, Planning, and CIP Implementation
2. Regulatory Compliance- Meeting Federal and State Water Quality Requirements (Public
Education & Outreach, Reporting, Illicit Discharge Response, Inspection & Enforcement
and Municipal Housekeeping.
3. Operation & Maintenance- Routine inspection and rehabilitation of drainage system and
complaint response
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4. Capital Improvement Projects- Prioritized and funded CIP Projects
To further assist in the creation of the stormwater utility fee, staff would need to have the
assistance of a consultant familiar with the process to complete the development of the program.
The consultant will be hired to provide services to review the results of the Master Drainage Plan
to understand the costs for capital projects, review current maintenance operations and respective
costs. This information will be used to formalize the fee structure and subsequent increases
(similar to a water rate). The consultant would assist in finalizing the programs business plan,
financial policy and assist in creating the needed legal ordinances to summarize the funds and
fee development. Staff is anticipating that this would take about 6 months to develop and
implement at an estimated cost of $150,000. This is a small cost to invest to evaluate, develop
and move the existing general fund expenses to a revenue fund and potentially once the
program is in place this fee could be reimbursed back to the general fund.
Fee Structure and Plan
As staff previously proposed, it is recommended that a fee structure to be as simple as possible
so that it could be understood and also developers/business owners would be able to determine
their fee. Based on the proposed drafted business plan, staff has developed examples of the
types of services that could be funded out of this program. These types of services could include:
Drainage Maintenance Staff (8 staff)
ROW Staff (5 staff)
Engineering (1 staff)
Contracts (ditch maintenance, mowing, street sweeping)
Existing costs

$ 450,000
$ 320,000
$ 96,000
$1,250,000
$2,116,000

Engineering (1 new staff)
Property buy-outs
Stormwater monitoring as stricter regulations are implemented
Proposed additional costs

$ 120,000
$ 750,000
$ 75,000
$ 945,000

Equipment Needs (Gradall, street sweeper, backhoe, dump truck)

TBD

Capital Projects

TBD

With the stormwater utility fee be designated as an revenue fund, a benefit would be that capital
drainage projects could be funded through this fee and the potential to provide additional funding
through the use of revenue bonds would be a viable option. A portion of revenue would be
dedicated to debt funding for CIP projects.
Staff recommends a simple structure that would be easy to follow. An example of this is the
following:
1. The average size of a home in the City is 2,800 square feet of impervious lot coverage.
This would be assessed as a unit of 1 equivalent residential unit (ERU). All residential lots
would then would then be assessed a monthly fee based upon this ERU.
2. Non-residential lots, including commercial, industrial, multi-family, etc., monthly fee would
be determined by dividing the impervious cover by the ERU (2,800 sqft) and then
multiplying it by the fee.
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Currently the City has approximately 34,000 residential meters and approximately 3,000
commercial meters. Assuming an ERU fee and using an average commercial property of 50,000
square feet an approximate annual revenue generated would be:
For a $5.00 per month

Type

Number of
Meters

Drainage
Fee/month

ERU

Total revenue

Residential

34,000

$5.00

1

$2,040,000

Commercial

3,000

$5.00

17.9

$3,214,285

TOTAL

$5,254,285

Less O&M Cost

($3,061,000)

Fund Balance

$2,196,200

Cash fund CIP
projects and
Equipment (50%)

$1,096,600

CIP Debt Fund (50%)

$1,096,600

For a $7.50 per month

Type

Number of
Meters

Drainage
Fee/month

ERU

Total revenue

Residential

34,000

$5.00

1

$3,060,000

Commercial

3,000

$5.00

17.9

$4,821,485

TOTAL

$7,881,485

Less O&M Cost

($3,061,000)

Fund Balance

$4,820,400

Cash fund CIP and
Equipment (50%)

$2,410,200

CIP Debt Fund (50%)

$2,410,200

Each of these proposed fee scenarios will allow the City to move the current General Fund
expenses to a revenue fund and begin the process to address the localized drainage concerns in
a more responsive time. The remaining fund balance after general O&M expenses could be split
50% towards cash funding drainage projects and equipment purchases and 50% towards debt
service for revenue bonds on major projects. Examples of projects that could have been funded
through this program are Memosa Acres and Piper Road drainage improvements.
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CITIZEN CONCERNS
Staff reached out to several cities and in those discussions with them the topic of citizen input
was brought forth as a need and a requirement to get buy-in for this type of need. This is an
important step in this process when adopting a new fee. The need to get the public’s buy-in to
this program will determine the success or failure of the program. A few of the cities had created
a citizens committee that provided comments during the development of this fee and program.
A potential citizen concern could be that BDD4 is collecting a property tax revenue for drainage
and that this could be considered double dipping. BDD4 has their own drainage facilities such as
Clear Creek, Hickory Slough, Mary’s Creek, Cowarts Creek, tributary ditches and several other
drainage structures. As stated previously the City has several regional detention basins and pump
stations along with miles of channels, roadside ditches and underground pipe facilities. These all
need to be maintain outside of what BDD4 owns and maintains. This is a message that would
need to be conveyed to the citizens during the development.
COUNCIL DIRECTION
Staff is seeking concurrence by Council to finalize the development and implementation of the
stormwater utility fee in FY2020. This would include completing the business plan in more detail,
with the help of a consultant, and include ordinance development, financial policy, staffing needs,
project costs based upon Master Drainage Plan and educational/communication outreach.
SCHEDULE:
If there is agreement to move forward at the Early Budget Input session:
March/April 2019 – Hire consultant
September 2019 – Adopt ordinances and fees for FY2020
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STORMWATER UTILITY FEE BUSINESS PLAN
CITY OF PEARLAND

Prepared By: Department of Engineering and Project
Date: December 2018

February 16, 2019

Tab One - Fiscally Responsible

58

Table of Contents
1.
2.
3.
4.
5.
6.

Purpose Statement
Executive Summary
Objectives
Background
Importance of Stormwater Utility Fee
Floodplain and Stormwater Management
6.1 Stormwater Management
6.1.1 Current Program
6.1.2 Current Staff
6.1.3 Future Program Requirement
6.1.4 Funding
6.2 Floodplain Management
6.2.1 History of Drainage Criteria
6.2.2 Current Program
6.2.3 Current Staff
6.2.4 Future Program
6.3 Drainage Maintenance
6.3.1 Current Program
6.3.2 Current Staff
6.3.3 Future Program
6.3.4 Funding
6.4 Drainage Capital Improvement Program
6.4.1 Current Program
6.4.2 Current Staff
6.4.3 Future Program
6.4.4 Funding
7. Level and Extent of Service
8. Organization & Staffing
9. Cost of Services
10. Rate Structure Analysis
10.1 Ad Valorem Tax
10.2 Public Enterprise Fee
10.3 Overview of Rate Structure
10.4 Rate Methodology
10.5 Secondary Funding Mechanism
11. Rate Study and Cash Flow Analysis
12. Public Relations
13. Annual Reporting

February 16, 2019

Tab One - Fiscally Responsible

59

1. Purpose Statement
The development of this business plan is to provide a roadmap for creating a Stormwater Utility
Enterprise Fund to provide a reliable source of revenue to fund Stormwater and Drainage
System management and maintenance. The plan describes the primary objectives, expected
level of services, costs, rate structure, organization, and implementation program.
2. Executive Summary
The management of stormwater is vital to the City of Pearland and surrounding areas. With
continued growth and redevelopment it is becoming more relevant for a proactive and
comprehensive approach to managing stormwater runoff. The purpose of this plan is to
establish the framework that will direct the development of a stormwater utility fee that will
assist in meeting the goals and objectives of the stormwater management plan.
The City is at a crossroads regarding stormwater management. As management of stormwater
is important continued State and Federal rules and regulations are creating more unfunded
mandates that cities improve/maintain stormwater quality and protect watersheds, rivers
streams and drinking water resources.
With the establishment of a Stormwater Utility Fee the City would begin the process of
becoming proactive in the management of stormwater and stormwater quality. This program
would provide the funding needed for regional drainage projects, local drainage needs,
floodplain management, stormwater system maintenance and stormwater quality monitoring.
The adoption of this stormwater utility fee would better assess funding for capital improvement
projects, operations and maintenance, public outreach and floodplain mitigation. With these
enhancements to the existing stormwater system would help reduce existing flooding problems
and help reduce the likelihood of future problems. This plan and in conjunction with the
Stormwater Management Plan and the Master Drainage Plan would set forth the goals and the
ability to accomplish overall stormwater management for the City of Pearland.
3. Objectives
1. Establish basis for Stormwater Utility Fee
2. Finance drainage improvement studies to identify drainage needs and develop Capital
Improvement Projects
3. Finance the construction of drainage improvement based on recommendation of drainage
study
4. Minimize flooding of roadways, residential, commercial, and public buildings
5. Improve water quality of existing waterways
6. Educate the community about the importance of Stormwater/Floodplain Management
4. Background
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The ultimate goal of floodplain and stormwater management is to improve and maintain
drainage facilities as well as to maintain and improve the health of streams, lakes, aquatic life
and provide opportunities for human uses of water by mitigating the adverse effects of urban
development. To achieve this goal stormwater management strives to maintain the natural
hydrologic cycle, prevent an increased risk of flooding, prevent undesirable stream erosion,
and protect water quality. The Federal Clean Water Act, Safe Drinking Water Act and
Endangered Species Act direct the City to improve/maintain stormwater quality and protect
watersheds, rivers streams and drinking water resources. Floodplain management includes all
actions that States and communities can take to reduce flood damage to both new and existing
buildings and infrastructure. The Public Works Department and the Engineering and Projects
Department coordinate the citywide response to the federal and state permits that require the
City to reduce flooding of homes and infrastructure as well as to reduce stormwater pollution
and oversee the other programs that respond to water quality requirements.
The way to potentially fund a stormwater management program is through a Drainage Utility
Fee, also known as a Storm Water Utility Fee, versus the use of the general fund. The program
fee is used to assist in the construction, management and maintenance of storm water and
drainage infrastructure. Under Chapter 552 of the Local Governmental Code, the Texas State
Legislature authorized political subdivisions, like the City of Pearland, the ability to create a
Storm Water Utility System dedicated to the management of its storm water (drainage)
facilities. The legislation also allowed for these political subdivisions the ability to levy a
dedicated fee to fund the drainage utility. Since the implementation of Chapter 552, many
cities in Texas have established a Storm Water Utility program and drainage utility fee for their
cities and have developed it as an enterprise fund similar to the water and wastewater
departments. The purpose of the drainage utility fee is to cover capital project costs and
maintenance expenses associated with local drainage projects and to fund the operational
services related to the Municipal Separate Sewer System (MS4) Permit, which is required by
EPA regulations and authorized by the Texas Commission of Environmental Quality (TCEQ).
The cities that have developed this fee have based it upon the amount of impervious cover that
covers the development. Impervious cover is any surface in the landscape that cannot
effectively absorb or infiltrate rainfall. Several examples of impervious area include asphalt or
concrete pavement, parking lots, driveways, sidewalks and buildings. Cities have created their
own formulas to calculate this fee. These formulas can be very complex utilizing detailed GIS
information and determining each and every building and structure on a property, to the more
simple approach of defining a single fee for residential lot and a square footage fee for
commercial.
The City will then utilize their specific Capital Improvement Program, Master Drainage plan
and maintenance operation budget to develop the needed costs for drainage improvement,
maintenance activities and staffing. The cost information that is developed is then utilized to
develop the Drainage Utility Fee.
5. Importance of Stormwater Utility Fee
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Although the majority of the City is in the jurisdiction limits of Brazoria Drainage District #4
(existing taxing agency), the City owns and maintains numerous detention ponds and hundreds
of (will get actual mile from GIS) miles of drainage channels, roadside ditches and
underground stormwater systems. The maintenance of these systems are handled by the Streets
and Drainage Divisions of Public Works and funded through the General Fund.
The development and implementation of a stormwater utility fee would then assist the City in
moving towards the goal being proactive in developing and analyzing drainage needs
throughout the City. Various storm events in the past, Hurricane Harvey, communication with
residents, and drainage assessments performed in the past have already provided sufficient
knowledge about the areas with re-occurring local drainage issues. As the City continually
addresses these issues reactively, it takes away resources from current and future planning for
drainage projects that have been prioritized. In addition, the City would be able to address the
localized drainage concerns in a more responsive time with the availability of additional funds.
The need to maintain, clean and re-grade drainage infrastructure is greater than what current
budget needs can fund or provide for at a more desirable level of service. As was experienced
during the recent event known as Hurricane Harvey, the City received an enormous amount of
rainfall and now many areas within the City are being and have been evaluated to determine if
drainage improvements and maintenance to existing structures are needed. Additionally, the
need to continue improvements for regional infrastructure along each tributary needs to be
evaluated and implemented.
A stormwater utility fee would be used to fund several activities that are currently funded by
the General Fund. The types of services that would fall into this category could be street
sweeping, channel mowing, and drainage infrastructure maintenance and debris removal.
Additional engineering types of services that include educational outreach, stormwater
compliance, MS4 permits and flood plain management could also fall into this category. A
benefit to being an enterprise fund, capital drainage projects could be funded through this fee
and the potential to provide additional funding through the use of revenue bonds would be a
viable option.
Currently, the City and Brazoria Drainage District #4 (BDD4) have partnered together to
develop a master drainage plan to determine each watershed basins drainage needs. The result
of this project will include various flood reduction alternatives and drainage projects evaluated
and prioritized based on their effectiveness, affordability and acceptability. In addition, the
result of this project will include development of a common data storage of all drainage reports
and model for each of the tributaries. The model will be utilized and lead to the development
of regional and local drainage projects that can cost in the hundreds of millions of dollars.
6. History of Floodplain and Stormwater Management
6.1 Stormwater Management:
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The TCEQ issued the Texas Pollutant Discharge Elimination System General Permit Number
TXR040000 on December 13, 2013, pursuant to Section 26.040 of the Texas Water Code and
Section 402 of Clean Water Act. The General Permit is a state wide permit that requires
municipalities that own and operate storm water systems to comply with and also allows the
City to discharge stormwater runoff into the streams and bayous which are considered waters
of the United States. The general permit is a permit that expires every five years, after the
permit effective date, and is usually renewed with minor changes. At each renewal period,
municipalities are required to resubmit a permit application and comply with any new changes
to the General Permit.
The City of Pearland is a Phase II, Level 3 Municipal Separate Storm Sewer System (MS4)
Operator based on 2010 US Census (91,252). In 1990, EPA promulgated rules establishing the
National Pollutant Discharge Elimination System (NPDES) based on population. A Phase I
designation is for populations of 100,000 or greater and were regulated prior to 1990. All of
the MS4s that are less than a population of 100,000 and were identified after 1990 are
designated as Phase II MS4s, which are then further subcategorized based on population and
sub-designated as Level 1 to Level 4. As Pearland continues to grow in population, based upon
each census, the designation level will change, which will result in additional regulations and
requirements.
6.1.1 Current Program
The City prepares a five year comprehensive Stormwater Management Program to identify
objectives for each year and submits annual MS4 report to TCEQ for approval. The City’s
Stormwater Management Program (SWMP) covers following five minimum control measures
as required by the TCEQ permit.
1.
2.
3.
4.
5.

Public Education and Outreach
Illicit Discharge Detection and Elimination
Construction Site Stormwater Controls
Post Construction Stormwater Management for New Development and Redevelopment
Pollution Prevention/ Good Housekeeping for Municipal Operations

6.1.2 Current Staff
The Engineering Department leads the Stormwater Management Team consisting of 15
members from various departments such as Public Works, Fire Department, Parks and
Recreation, Code Enforcement, Communication etc. The Stormwater Management Team
meets quarterly go over the status of various objectives identified in the SWMP and to review
the responsibilities of various departments to meet the goals within targeted time frame. The
following staff from Engineering Department are directly involved in stormwater management
at various capacity.
1. Director of Engineering
2. Assistant Director of Engineering
3. Assistant City Engineer
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4. Engineering Technician: Approximately 30% of the time is dedicated for managing
stormwater
5. Chief Inspector
6. Inspector: approximately 70% of the time is dedicated for inspection of ongoing
projects and post construction control of stormwater (Detention pond inspection)
Approximately 75% of the maintenance inspectors have certification from NPDES on
stormwater inspection. Goal is to have all maintenance inspectors have the certification
6.1.3 Future Program requirement
The City is a Phase II Level 3 Small MS4 operator per TPDES General Permit TXR040000.
The level of the small MS4 is based on Census data 2010 and it is expected that the City will
remain Level 3 MS4 for upcoming SWMP permit cycle of 2018-2023. However, it is important
for the City to be proactive and look beyond the near horizon and prepare the permit change.
The population of the City has already crossed the 100,000 limit, which will be formalized in
the next census in 2020, changing the City’s designation to a Level 4 small MS4 for the SWMP
cycle period starting in 2023.
When the City becomes a Phase II Level 4 small MS4, several additional requirements related
to controlling, monitoring, and improving stormwater quality will be added to the existing
permit requirement. It will be a goal to begin planning for and implementing changes during
the next permit cycle. The City would use this time period as a transition period to implement
the requirements in preparation of changing the City from Level 3 small MS4 to Level 4 MS4.
Examples of these requirements include the following:
•
•
•
•
•

•

Identification of priorities areas for illicit discharge
Dry Weather Field Screening for detecting and eliminating illicit discharges
Inspections of post construction stormwater control measures.
Pesticide, Herbicide, and Fertilizer Application and Management
Evaluation of Flood Control Projects: Evaluate new and existing flood management
projects to determine their impact on water quality. This introduces the concept of
retrofitting existing flood control facilities, such as detention ponds, to include water
quality protection measures.
Inspect and implement control measure for Industrial Stormwater Measure

The above mentioned requirement not only demands additional employees but also will require
additional cost for retrofitting existing detention pond to add water quality features as well as
water quality monitoring station and annual maintenance cost associated with it.
6.1.4 Funding
Existing practice is to use General Fund for staff time as well as for various activities such as
preparation and distribution of outreach materials. Organize special stormwater events, etc.
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6.2 Floodplain Management:
The City of Pearland City continues to strive to reduce flooding within the City by
implementing floodplain ordinances, engineering guidelines, drainage improvement projects,
and educating public. Additionally, to reduce flood insurance premiums for property owners
in the City, efforts are taken each year to maintain the FEMA Community Rating System
(CRS) status. In order to maintain the CRS rating status, the City must demonstrate a proactive
approach in floodplain management. The City of Pearland participates in National Flood
Insurance Program’s (NFIP) Community Rating System (CRS), a voluntary program that
recognizes and encourages floodplain management activities intended to exceed minimum
NFIP requirements. The City’s participation with CRS program helps the residents of the City
to get the subsidized flood insurance rate based on the City’s CRS rating. The City of Pearland
has been a CRS member since March 1, 2005.
6.2.1 History of the use of Drainage Criteria
a.

Ordinance No. 421, Exhibit B: The ordinance for Storm Drainage Improvement was
approved by minute order of the City of Pearland Council in July 11, 1983. The
guideline presents the method of calculation for the design of storm sewer and drainage
ditch system to remove the water from the street and neighborhood but does not define
the concept of stormwater detention and floodplain fill mitigation.

b.

Storm Drainage Design Criteria: The City adopted Storm Drainage Design Criteria
in September of 2000 and superseded the Ordinance No. 421 for storm drainage design
criteria. The storm drainage criteria presents detailed process for estimating existing
and proposed flow rate for proposed improvement and methods to design onsite and
offsite storage facilities. Provision of adequate detention for 100-year storm event such
that the peak flow for 10-year and 100-year do not exceed existing condition peak flow
is required. This guideline does not mention the required minimum rate of detention
but requires the provision of detention to offset downstream impact. The Shadow Creek
Master Drainage Plan dated January 200 submitted to the City shows the provision of
floodplain fill mitigation and stormwater detention. The estimated stormwater
detention rate is 0.66ac-ft/ac (approx.) according to the document. It should be noted
that although the City’s criteria did not require floodplain fill mitigation, Brazoria
Drainage District No 4 drainage criteria required floodplain fill mitigation and more
stringent amongst two has always been utilized.

c.

Engineering Design Criteria Manual (EDCM): The City issued Engineering Design
Criteria Manual in June 2007 and incorporated Drainage Design Criteria in Chapter 5
of the document. In this document, drainage criteria was refined to utilized most up to
date hydrologic and hydraulic methodologies and computer programs such as
Interconnected Pond Routing (ICPR), HEC RAS, HEC HMS etc. Requirement for the
floodplain fill mitigation in the 100-year floodplain was made mandatory and minimum
detention rate was specified as 0.65 ac-ft/ac irrespective to the use of methodologies.
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d.

Update to the Engineering Design Criteria Manual (EDCM): The City updated
Engineering Design Criteria Manual in October 2016 to refine various section of the
EDCM which included the chapter for storm drainage design. Major changes included
the use of TSARP 24 hour rainfall for hydrologic calculation and replacement of
intensity duration curve with an equation for the estimation of intensity of rainfall for
various storm event. In this revision, a chapter for stormwater management is also
included.

6.2.2 Current CRS Program
The City of Pearland participates in the voluntary NFIP CRS program which helps the residents
to get subsidized flood insurance premium. This program requires the community’s dedicated
time to perform various tasks. The following are the examples of the works;
•
•
•
•
•
•
•

Assess communities flood problem
Mapping and maintaining flood data
Managing new development to minimize future damage
Developing flood management plan for the community
Reducing flood losses to existing development
Improving emergency preparedness and response
Implementing public information activities

6.2.3 Staffing
The Engineering Department currently has a staff member that reviews this program on a part
time basis. Staff coordinates with other departments to gather the data necessary to manage the
parts of the program that are applicable to the current program. This is on a non-frequency
basis and as required to conduct the updated submittals.
6.2.4 Future Program
To continue to better serve our citizens and provide the maximum insurance discount possible
will require that staff will need to be dedicate additional time to the CRS program. This will
require that staff fully develop programs to be able to maximize the program points. Examples
of these types of programs will be the creation of committee groups that evaluate informational
outreach, continually evaluate repetitive loss homes for mitigation, track and maintain drainage
records, maintain elevation certificates and other program needs.
6.2.5 Funding
Currently there is no dedicated funding for this work. Staff that is doing this work is currently
funded through the General Fund. Should a Stormwater Utility Fee be developed this could be
a funding source to have dedicated staff to conduct this work.
6.3 Drainage Maintenance
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This program is implemented by Street and Drainage Division under Public Works department
and includes the following primary tasks:
• Annual drainage system maintenance program which includes storm sewer system and
open ditch cleaning and re-grading. This program includes the use of contractors as
well as the use of in house resources
• Street sweeping
• Site visit based on citizen complaints and take appropriate action
Additionally there is a very close relationship between the Municipal Separate Storm Sewer
System (MS4) permit and Community Rating System (CRS) as it relates to maintenance of the
drainage facilities and maintaining water quality. To have drainage systems operate efficiently
and collectivity as a system, they need to be maintained. Debris left in the systems can cause
flooding of streets and yards, as well as the potential for degrading water quality in the creeks
and streams. Besides routine inspections another cost-effective method to remove debris,
sediment, trash and vegetation from our streets and gutters is through a street sweeping
program. Debris, such as leaves, paper and litter can block stormwater drainage inlets causing
localized flooding. This type of program not only assists in keeping storm drains clear and
assists in mitigation of water pollution it also assists in reducing the potential for street flooding
during heavy rain events.
6.3.1 Current Program
The Public Works department has two divisions, Streets and Drainage and Right-of-Way
Maintenance that assist in the maintenance of road side ditches and regional detention basins.
The mowing of the road side ditches and detention basins are mowed on a set frequency based
upon the growing season and these services are contracted out or are in partnership with
Brazoria Drainage District #4. Streets and Drainage regrades the ditches in a reactive manner
based upon citizen requests. Other areas of the ditches are maintained based upon historical
knowledge of flood prone areas to make sure that they are clean and obstructions removed.
6.3.2 Staffing
Currently the Public Works Streets and Drainage division is responsible for maintenance of
the road side ditches. The maintenance of the ditches are completed on a reactive system and
when residents call in for submission of work orders, they are then handled and scheduled.
Right of Way Maintenance oversees the mowing contracts that maintain the regional detention
basins. These two divisions have a total of 21 that is used to maintain these systems. These
divisions only do this maintenance as a part of their responsibilities.
To maintain the drainage facilities at the appropriate capacities, the maintenance frequencies
for the roadside ditches and detention basins need to be maintained at a higher level. This will
require that staff and equipment be dedicated full time to this program.
6.3.3 Future Program
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6.3.4 Funding
Currently there is no dedicated funding for this work. Staff that is doing this work is currently
funded through the operations budget allocated by the General Fund. Should a Stormwater
Utility Fee be developed this could be a funding source to have dedicated staff to conduct a
more robust maintenance program.
6.4 Drainage Capital Improvement Program
The Project department is involved in preparing capital improvement program based on the
history of flooding, citizen complains, and drainage studies. The CIP drainage projects are
prioritized based on the expected benefit and presented to the City council for guidance.
6.4.1 Current Program
Current drainage projects are funded through the City’s Capital Improvement Program. This
program is managed by the Engineering and Projects Division and coordinated with other City
Departments. Any selected projects are programmed in the CIP within the 5 year plan and
recommended for funding either through General Obligation or Certificate of Obligation
bonds.
6.4.2 Staffing
There is no dedicated staff for the drainage capital improvement program. Currently any
funded projects are part of the City’s Capital Improvement Program and programed and
managed through the Engineering and Projects Department.
6.4.3 Future Program
A more robust drainage program could be developed with the implementation of a Stormwater
Utility fee. The fee would be utilized to fund the debt service necessary to fund regional and
local drainage projects as identified in the Master Drainage Plan. The program would evaluate
projects and submit them into the City’s Capital improvement program with funding from the
stormwater utility fee.
6.4.4 Funding
Currently there is no long term dedicated funding for this program. Projects are selected trough
the Capital Improvement Program process and the proposed projects are selected and
approved. Currently the program is funded through bonds. Should a Stormwater Utility Fee be
developed, this revenue source would be then utilized to provide revenue bonds and could be
a funding source to develop a long term drainage project program that would be funded similar
to the City utility program.
7. Level and Extent of Service
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The stormwater management basically involves the management of water quality and water
volume (discharge) aspects of the rainwater that drains to drainage system, creeks/bayous, and
ultimately to the ocean. The National Pollution Discharge Elimination System (NPDES) focuses
on management of water quality to preserve waterborne environment whereas Federal Emergency
Management Agency (FEMA) emphasizes the management of water quantity to protect the loss
of human life and property. The City of Pearland is required to abide by the requirement set forth
by both of the federal agencies. The City understands that it will not be feasible and/or practical to
completely eliminate the threat associated with flooding as well as water quality but will certainly
be able to manage it to reduce the potential losses. The stormwater utility fee structure will depend
on expected level of the services and an acceptable level of risk.
The level of service of the stormwater program describes the type and frequency of activities that
are anticipated to be undertaken. The extent of services describes the stream segments where the
services will be provided.
The level of service for the City stormwater program anticipates conducting inspections of major
outfalls, creeks, canals, limited tributaries of the primary stormwater conveyances, roadside
ditches and detention basins to identify drainage maintenance problems and take appropriate
maintenance action and develop capital projects to resolve the problems. Actions that may be
needed include: clearing and snagging debris; spaying herbicides to control invasive weeds;
removing silt build ups where permitted by state and local agencies, and regrading of roadside
ditches. In locations where these activities may require an easement in order to access and/or
maintain the problem area, property owners will be asked to voluntarily deed the easement to the
City. The City may have to negotiate easement purchases based on the severity of the needs and
available budget. The goal of the drainage efforts is to address at least a ?? (define quantity level)
of all the roadside ditches, tributaries and detention basins included in the program each year,
thereby establishing a (length of time) rotation to get through all the City owned and maintained
facilities.
8. Organization & Staffing
The organization structure and full staffing requirement will be developed should the program be
authorized. At a minimum this would include the need for engineers, inspectors and maintenance
staff along with the necessary equipment to conduct the operation and maintenance requirements.
9. Cost of Services
The Stormwater Utility Program budget would include fees for Capital Improvement Projects
identified in the Master Drainage Plan, land acquisition, maintenance operations, street sweeping,
permit monitoring and inspections, legal fees, public outreach, flood plain program, buy-out
program and water quality monitoring.
10. Rate Structure
10.1 Ad Valorem Tax
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The general fund is derived from property taxes. Property taxes cover all city services and are
shared among the departments to fund Engineering, Public Works, Parks, Fire, Police and general
city services. As such the rates would be based on value of properties rather than the property’s
contribution to stormwater problems, or program benefits. In fact, owners would realize even
higher taxes in response to their efforts to manage stormwater more effectively. Funding of the
stormwater program at appropriate levels would necessitate a significant increase in property taxes.
10.2 Public Enterprise Fee
For many public water and wastewater utilities, costs associated with their operation and
maintenance are paid for out of an enterprise fund, which is in turn funded by revenue from fees
for that service. Similarly, stormwater management programs can use this structure and maintain
a separate public enterprise fund.
One primary benefit of a stormwater utility is that its fee structure can inherently incorporate
differences in property characteristics as they relate to stormwater runoff, rather than as they relate
to value. The resulting fee schedule is more equitable to users than an ad valorem tax. In addition,
it tends to place a smaller burden on the typical homeowner than does an ad valorem tax increase.
A stormwater utility fee has significant advantages over use of the tax generated funds including:
•

•
•
•

Equity – there is a direct causal link between the fee a property owner pays and the impact
of their property on the stormwater system or their use of that system. (“The more you
pave, the more you pay.”);
Stability – the stormwater revenue stream is tied to land use and not to the variability of
the annual general fund budget approval;
Flexibility – the stormwater user fee has the ability to be adjusted to reflect individual
property differences, watershed locations, and other factors;
Adequacy – the stormwater fee is sufficient to cover most of the costs of the stormwater
program while remaining relatively small compared to other fees and charges

10.3 Overview of Rate Structure
Utility funding is based on an independent revenue stream that is dedicated to a specific purpose
such as water supply, wastewater treatment, solid waste management, or stormwater management.
The fees collected provide the bulk of a utility’s revenue. A methodology for calculating the
service fees, based on customers’ use of the utility services, must be identified in order to establish
the basis for the revenue stream.
In the case of stormwater services, the fee recognizes a properties’ impact and use of the
stormwater system for discharging stormwater runoff. The stormwater system is a system of
natural streams and manmade structures that carries runoff away from both public and private
properties. The framework that describes how much each property pays is called the “rate
structure”.
The rate structure developed for a particular utility is divided into three modules:
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•
•

Basic rate methodology
Modification factors, which can be applied to any of the rate concepts to enhance equity,
reduce costs, and meet other objectives’

•

Secondary funding methods that can be adopted in concert with the service charges.

A key attribute of utility service fee funding is that the governing body of a utilities’ jurisdiction
has broad authority to design its rate methodology to fit local circumstances, practices and achieves
an allocation of the cost of services and facilities that it desires while staying within legal
boundaries. There are no absolute rules or proscriptions. The goal of this analysis is to provide a
rate structure that reflects the character and desires of the community and:
•
•

Is equitable and reasonable;
Is not discriminatory or confiscatory;
• Has costs that are substantially related to provision of facilities and services;
• Has a rate that is related to demand/use of the stormwater systems and services for each
individual property (rational nexus);
10.4 Rate Methodology
Staff recommendation for a fee structure would be to keep it as simple as possible so that it could
be understood and also then developers/business owners would be then able to determine the fee.
Many cities across the United States have developed their own formulas and some are very
complex and others have been made simple. Staff recommends a simple structure that would be
easy to follow. An example of this is the following:
1. Utilizing the average size of a single family home in the City. The single family home
would be assessed as a unit of 1 equivalent residential unit (ERU). All residential lots
would then would then be assessed a monthly fee based upon this ERU.
2. Non-residential lots, including commercial, industrial, multi-family, etc., monthly fee
would be determined by dividing the impervious cover by the ERU and then multiplying
the calculated number by the fee.
Calculation example:
Assumption ERU is equal to 2,800 square feet
Commercial lot 10,000 sq ft of impervious cover
Commercial equivalent = 10,000 sq ft / 2,800 sq ft = 3.57 ERUs
10.5 Secondary Funding Mechanisms
Staff will actively research alternative funding to supplement ongoing activities, and for special
projects that may be needed. This will be especially important following major storm events.
Possible sources may include the Texas Water Development Board, Texas Department of
Emergency Management, Community Development Block Grants, , and other federal or state
programs.
11. Rate Study and Cash Flow Analysis
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The Rate Study would apply the above described Rate Methodology (Section 10.4) to the program
costs for a determination of the final rate. This provides the means for calculation of the program
rates and fees.
This will be further developed should the program be authorized.
12. Public Relations
Prior to implementing the Stormwater Utility Fee it will be important to inform Pearland citizens
about the program and the stormwater fees. In addition to the required advertising and public
hearings on the ordinance and the fee schedule, the following actions should be considered:
•
•
•
•

Form a Stormwater Advisory Committed for this process
Public meetings
Website development
Outreach materials

This is an important step in this process when adopting a new fee. The need to get the public’s
buy-in to this program will determine the success or failure of the program. Should the
development of this drainage utility fee program receive the authorization, a public input
component should be considered as a part of the development and the level of participation should
be determined.
A potential citizen concern that will need to be addressed is that Brazoria Drainage District #4
(BDD4) is collecting a property tax revenue for drainage and that this could be considered double
dipping. BDD4 has their own drainage facilities such as Clear Creek, Hickory Slough, Mary’s
Creek, Cowarts Creek, tributary ditches and several other drainage structures. As stated the City
has several regional detention basins, pump stations, along with roadside ditches and underground
pipe facilities. These all need to be maintain outside of what BDD4 owns and maintains. This is a
message that would need to be conveyed to the citizens during the development.
13. Annual Reporting
Prepare annual reports of activities and goals for the annual budget similar to current City
Departments.
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FY20 White Paper
To:

Clay Pearson, City Manager

From:

Cynthia Pearson, Director of Finance

CC:

Jon Branson, Deputy City Manager
Rhonda Daugherty, Assistant Finance Director

Date:

January 25, 2019

Re:

In-City MUD Rebates

OVERVIEW
The purpose of this White Paper is to outline the functions of Municipal Utility Districts (MUDs)
within the boundaries of the City of Pearland and seek direction from Council regarding the
structure and funding of future in-City MUDs.
A MUD is a special governmental entity created by the State of Texas and authorized by the
Texas Commission of Environmental Quality (TCEQ) to provide funding for utility-related services
within the MUD boundaries. MUDs are in place to spur growth and development for areas of the
jurisdiction that local municipal resources may not have the ability to financially support so
incentives, reimbursements and rebates are incorporated into the contractual agreements known
as Utility Agreements (UAs). A MUD may levy and collect taxes, issue bonds, charge for services,
condemn property, enforce restrictive covenants and make regulations to accomplish its
purposes. The MUD tax collections are typically paid back to the developer for reimbursement of
their costs as part of the development process. MUDs may also reimburse costs for MUD
attorneys and financial advisors. The MUDs engage in the supply of water, conservation,
irrigation, drainage, firefighting, solid waste (garbage) collection and disposal (including recycling
activities), wastewater (sewage) treatment, and recreational facilities. Since our in-city MUDs
don’t provide these services, the MUDs serve as a financing mechanism to cover these costs and
reimburse the developers.
BACKGROUND
Certain Municipal Utility Districts (MUDs) located within the City limits receive property tax rebates
from the City. The Districts that receive these rebates include Brazoria County MUDs 17, 18, 19,
23, 26, 28, 34, 35, 509 and FB MUD 1.
MUDs 17, 18, 19, and 23: These are discontiguous MUDs created during 1998-2000. The City
rebate is $0.15 per $100 of assessed valuation. All payments received by the districts are required
to be used for debt service. There is no provision providing for the gradual reduction of the rebate.
MUDs 26, 34, 35 and FB 1: These MUDs serve the area that makes up Shadow Creek Ranch
and west of 288. These four MUDs have differing rebates per $100 of assessed valuation as
follows: MUD 26 [$0.11], MUD 34 [$0.01], MUD 35 [$0.00], and FB 1 [$0.15] and may be
incrementally reduced upon the following:
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1. Developers are fully reimbursed;
2. All MUD facilities are 100% financed and constructed; and
3. The MUD levies a debt service tax rate that is less than $0.80 per $100
MUD 34 annexed additional acres of land into its district in 2015. The City rebate for MUD 34’s
additional acres is $0.10 per $100 of assessed valuation as indicated in the amended Utility
Agreement. Any amended Utility Agreements that went into effect on July 13, 2015 resulted in
the City reducing its rebates down to $0.10 per $100 assessed valuation for annexes to existing
MUDs, or new Districts formed after that date. Recently, MUD 34 reduced its rebate in connection
with its 2018 tax levy. The City will receive its official notice regarding the rebate reduction by
month end.
MUD 28: This MUD is located on Pearland Parkway and also has the incremental reduction. The
current rebate is $0.15 per $100 of assessed valuation for all subdivisions in MUD 28, except for
Cypress Village and Tranquility Lakes. The rebates for Cypress Village and Tranquility Lakes are
$0.10 per $100 of assessed valuation. The debt service reduction for this MUD is slightly different.
The reduction is not only triggered by decreases in the debt service rate, the reduction is triggered
by a reduction of the combined tax rate (debt service and O&M) below $0.80.
MUD 509: This MUD is generally located east of Pearland Parkway, Clear Creek and portions of
MUDs 23 and 28 are in the Pearland Parkway vicinity. The development agreement
contemplated adding approximately 600 acres to MUD 28, but the agreement included a provision
that the City would not object to the creation of a new MUD in the event MUD 28 did not have
adequate capacity. MUD 28 did not have sufficient capacity and MUD 509 was later created by
the state legislature and consisted of approximately 200 acres of the 600 referenced in the
development agreement. The rebate for this MUD is similar to MUDs 26, 34, 35 and FB MUD 1.
MUD 509 annexed additional acres into its MUD in 2015 and the rebate for the additional parcels
is $0.10 per $100 assessed valuation from these Harris-Brazoria MUD 509 areas instead of the
$0.15 per $100 of assessed valuations for Riverstone Ranch, Massey Lake, and the older, original
territory located in Harris County.
MECHANICS OF THE IN-CITY MUD REBATES
The City collects property tax revenue (the City’s normal property Tax Rate applicable to all City
properties) for properties within each MUD then makes annual payments or "rebates" of a portion
of the City’s collection back to each MUD within the City's boundaries, pursuant to Texas
Administrative Code § 293.11(d)(8). The rebates are considered a portion of the City's annual
debt obligations to be paid by the debt service component of the tax rate. The rebate amounts in
the Utility Agreements are negotiated and set by the MUDs and the City. The established rebates
cannot be lowered without a mutual agreement between the City and each MUD. The City rebates
are in effect in perpetuity until certain MUDs dissolve or change in the debt service tax rates as
outlined in the respective MUD agreements. The Utility Agreements for the MUDs contain a
provision that allows for property tax rebates.
The initial rebates for the early stages of the City’s development prior to 2015 are $0.15 per $100
of assessed valuation. Beginning in July 2015, the Utility Agreements now reflect a reduction in
the rebate amount for new properties added to the MUDs. The reduced rebate amount for new
properties is $0.10 per $100 of assessed valuation. Some MUDs are eligible for the rebates in
perpetuity, or until they become annexed or dissolved, and others have special conditions that
can result in a rebate expiring or becoming reduced. In addition to the completion of all
infrastructure projects, a rebate for a MUD can be subject to expiration either upon dissolution of
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the District, if the total MUD tax rate becomes less than or equal to $0.65, or in some cases if the
debt service portion of the MUD tax rate becomes less than or equal to $0.65. There may be
other requirements included in the Utility Agreement that must be met for a rebate to expire.
As an example, certain MUD agreements reduce the MUD rebate in proportion to the debt service
portion of the tax rate is reduced below $0.80 cents. For each $0.01 of $100 assessed valuation
the debt service tax rate is reduced, the rebate may be reduced by $0.01 cent. In combination
with all other conditions having been met, if the debt service tax rate decreases to the rate of
$0.65 per $100 assessed valuation, the City is relieved of any obligation to make any further
payments to the District. There are two other conditions that must be met in order for a MUD
rebate to expire: 1) the Developer and all developers within the District must have been fully
reimbursed, with interest, in accordance with the rules within a specified State agency; and 2) the
District must have completely financed and constructed 100% of its facilities. Once all three
contractually-required conditions are met, the MUD will no longer receive an ad valorem property
tax rebate from the City. The MUDs are required to notify the City upon changes in the property
taxes levied or when conditions of the agreement have been met causing for a reduction or
expiration of the rebates.

The table below in part is included as Attachment 1 in the agenda details of the November 26 City
Council meeting discussions regarding the City’s property tax rebates and thresholds for the
MUDs. This table shows the current tax rates, rebate thresholds, minimum tax rates for rebates,
original and current rebates, and expiration of the rebates.
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CITY OF PEARLAND BUILD-OUT SNAPSHOT
The table below shows the build-out update of the City within the city limits. Community
Development recently issued a brief update on the City’s build-out analysis as of November 2018.
The analysis shows that the City is 76% built-out.

FY 19 ADOPTED MUD BUDGET AND TWO-YEAR HISTORY
The table below in part is included in the FY 2018-2019 Budget Book. The table shows an
increasing trend in the annual MUD rebates. The increase is based on the growth of the appraised
home values in the MUDs. The City budgets for in-City MUD rebate amounts each year. These
amounts are reflected in the Debt Service Fund as "Other MUD Rebate" line items by district.

FY 2017
MUD DESCRIPTION
BRAZ/FT BEND MUD 1
MUD 17
MUD 18
MUD 19
MUD 23
MUD 26
MUD 28
MUD 34
MUD 35**
MUD 509
TOTAL MUD REBATES

TAX
RATE

ACTUAL

0.8480
0.3800
0.3100
0.3600
0.4600
0.6900
0.8200
0.7800
1.0000
0.8500

1,705,964
688,394
623,744
813,863
351,915
1,198,373
705,462
656,723
116,608
75,951
6,936,997

FY 2018

FY 2019

ACTUAL

ADOPTED

1,655,022
730,415
648,822
798,791
356,072
1,227,737
808,067
637,484
143,218
163,636
7,169,266

1,754,324
774,241
687,753
846,720
377,438
1,301,402
856,552
675,735
151,813
161,088
7,587,066

*An in-City MUD can be dissolved once it has paid off all of its debt in full, all infrastructure projects in the
District completed, developer reimbursements made and other administrative costs reconciled, and the
governing body of the MUD has officiated the dissolution of the District.
**MUD 35 has a debt service portion of its tax rate at $0.50 so no longer qualifies for rebate. Budget will be
adjusted at mid-year to reflect the change

February 16, 2019

Tab One - Fiscally Responsible

76

SUNSET OF IN-CITY MUD REBATES
In-City MUDs can be dissolved once all debts are paid in full, all infrastructure projects in the
District completed, developer reimbursements made and other administrative costs reconciled,
and the governing body of the MUD has officiated the dissolution of the District. MUDs 17, 18,
19 and 23 independently receive the $0.15 rebate in perpetuity, but the rebate will go away for
each of these MUDs as each of these is dissolved. Alternatively, MUDs 26, 34, 35 and original
Harris County portion of MUD 509 are subject to a proportional attrition of the rebate if the debt
service portion of their tax rate goes below $0.80 during the year. When the debt service portion
of these MUDs' tax rates go below $0.65 that MUD’s rebate goes away entirely. This is the case
with MUD 35**.
MUD 35 has a current debt service tax rate of $0.50, which is well below the $0.65 threshold so
this district no longer qualifies for the MUD rebate from the City. Brazoria County MUDs 26, 34
and Harris County MUD 509 are all above $0.65 tax rate. These MUDs have kept their debt
service portion of their tax rate at $0.66 in order to retain the City's rebate. These MUDs use this
excess to call and pay off their own debt as opposed to lowering their tax rate. The rebate for
MUD 28 does not take into consideration whether it is debt service or O&M, so if that District's
overall tax rate decreases by $0.15 per $100 of assessed valuation, the City is thereafter relieved
of its obligation to make the annual payment.
PRIOR COUNCIL DIRECTION
At the November 28, 2018, Regular City Council Meeting, Council discussed future property tax
rebates for in-City MUDs. During that discussion, Council directed staff to begin work on
developing a policy and appropriate pro forma calculations to establish standard minimum rebates
for future MUDs.
RECOMMENDATION
The City should closely examine requests for creating new or adding properties to MUDs. It is
my recommendation that Finance collaborate with Community Development, City Attorney, and
other key stakeholders to: (1) establish criteria in the form of a policy for approving the addition of
properties in the existing MUDs or the creation of new MUDs (i.e., no additional MUD
improvements requiring additional debt), (2) determine the appropriate rebate minimums and
maximums, and (3) feasible sunset conditions for new or additions to the MUDs. Due to the
complex nature of MUDs, Finance will continue to research the law on MUDs, as well as consult
with the MUD experts, and provide updates in the form of a Thursday Packet.
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FY20 White Paper
To:

Clay Pearson, City Manager

From: Joel Hardy, Special Projects Administrator
John McCarter, Budget & Procurement Manager
CC:

Jon Branson, Deputy City Manager
Trent Epperson, Assistant City Manager;
Robert Upton, Director of Capital Projects & Engineering
John McDonald, Community Development Director

Date: December 21, 2018
Re:

Value of Incorporation – Future of Considerations for Annexation

Purpose
The purpose of this White Paper is to discuss the value proposition of incorporation into the City
limits for areas within the Pearland Extraterritorial Jurisdiction (ETJ). The purpose is to identify
the overlaying complexities of taxation, public service delivery and capital improvements affecting
the Pearland taxpayer and benefits to property owners in the unincorporated portions of the City’s
ETJ.
Background
Annexation has been a significant part the growth and development of Pearland. Incorporation of
areas required to provide our increasing population with the residential, commercial/retail and
industrial spaces necessary to live and work began in 1960. Since then, approximately 80
annexation ordinances have resulted in an additional 42 square miles of incorporated jurisdiction
needed to accommodate the 125,000 people that now call Pearland home.
In general, proposed annexations draw out concerns and complaints from affected property
owners, yet there are important issues affecting our existing taxpayers, as well as those that don’t
pay City taxes that live outside the City limits but continue to receive critical services. The City
has updated its public service paradigm in a way that now restricts a large portion of the
unincorporated areas of Pearland’s ETJ from receiving fire protection and emergency medical
services free of charge, but there are so many other services we provide that are of importance
to area property owners.
Senate Bill 6, passed and adopted out of the 85th Special Session of the Texas Legislature,
eliminated involuntary annexations for cities like Pearland because the Legislation blankets cities
that are in large population counties like Harris County, even for areas outside that large
population county. Therefore, the City will have to pursue other strategies that encourage
voluntary petitions for annexation to take shape, some of which may involve more discerning
resource distribution when it comes to areas outside our local boundaries.
Value of Incorporation
Past iterations of the discussion on annexation and incorporation have focused heavily on the
aforementioned macro benefits – equity in the form of payments for services, community

February 16, 2019

Tab One - Fiscally Responsible

78

standards, contiguity, and general growth management. These are important characteristics of
discussion, but the City should endeavor further into the issue, as Annexation Phasing is now
outdated, and a more sophisticated assessment of where Pearland’s annexation interests should
lie, and how we achieve that objective are missing from the equation. In essence, law changes
have made some of our historical plans and assumptions obsolete while the need to
expand/adjust our boundaries has not disappeared.
Moreover, special districts are creating overlap and inefficiencies. Municipal Utility Districts
(MUDs) in the ETJ exist with the potential to outlive their expected useful purpose, overlapping
and duplicating costs in the form of taxpayer contributions in those areas may very well be
present, and misinformation about the City’s interests prevail over the facts about why certain
areas belong within the Pearland corporate boundaries. For example, MUDs 2, 3 and 6 are clearly
within range for annexation, as their debt service, infrastructure completion and overall purpose
have generally been fulfilled, yet they continue to operate almost with a perpetual vision in mind,
contrary to the purpose and original vision for their formation.
Our assessment of the value of incorporation should include, but not be limited to how annexation
can provide residents in the ETJ with:
 Economies of scale services that further reduce their per-capita costs;
 Accountability and transparency;
 Advanced infrastructure;
 Place-making and other quality of life considerations; and
 Long-term resiliency and standards.
Taxation
The current tax rate total levied from all applicable taxing authorities for the typical Pearland
residential property owner is approximately $2.698. Pearland’s current $0.7091580 tax rate is
between 20% and 30% of the total levy, as the school districts tax at a rate close to half the total
of all levies. Brazoria County for its portion does so in the form of three levies that equate to
$0.57, or 21% of the bill.
The question is, “What does the property owner within the City of Pearland city limits benefit from
in the form of the portion of the levy issued by the County, and in comparison to the non-Pearland,
unincorporated property owner?” There is a disparity, as the Pearland taxpayer doesn’t receive
abundant direct County service provisions. However, those in the unincorporated areas of
Brazoria County, Fort Bend County, and Harris County, do receive direct public services provided
by the counties.
There are no commensurate law enforcement patrols, health inspections, provided by the County
for Pearland residents. Road and bridge efforts from the counties are focused on the
unincorporated areas, even though property owners within incorporated city limits pay the same
rate as unincorporated. In contrast, unincorporated residents in the ETJ traverse the City’s roads
and bridges, use local parks and recreation facilities, and have access to the variety of community
and economic development outcomes produced by the City.
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Of the approximate $82 million in property tax revenue created in the Brazoria County portion of
the City of Pearland, $17.2 million goes to the County, which is roughly 80% of what the City
collects in comparison. Considering the aforementioned disparities in what the City provides its
taxpayers in Pearland compared to what they should commensurately benefit from in the form of
the taxes they pay to the County, one challenge facing the City involves the lack of equity the
Pearland taxpayer receives from its payments to the County. Resolving this equates to making a
definitive delineation where City services to the ETJ are concerned, and the recent measures
involving the establishment of ESDs to the south of Pearland are a start.
It is assumed that sales taxes produce revenue from shoppers from the ETJ that patronize local
businesses. However, these revenues are relatively untraceable as to whether or not they come
from spenders that reside in the ETJ.
City Benefits Highlights
•

Residential trash collection in Pearland’s ETJ can cost a resident as much as $100 per
month, per household. Within the City, through our contracted franchise agreement with
Waste Management, garbage pick-up is currently 82% less expensive, providing service
two times per week, plus recycling and heavy goods.

•

Pearland imposes a water rate on account-holders outside the City limits that is 1.5 times
higher than in-City residents, in addition to a 5% surcharge. While these involve very few
accounts, in a specific Municipal Utility District (MUD 16), the City will no longer add new
customers without their request for voluntary annexation into the City limits.

•

Law enforcement services in the city limits through the Pearland police department are
24x7 professional and full service.

•

As of March 26, 2018 (Resolution R2018-59), areas outside the City limits that are not
subject to an agreement or mandatory taxing authority that can pay the City for fire
protection and emergency medical services, will no longer receive such services from
Pearland’s Fire Department.

•

Maintenance, operations and improvements of local infrastructure is generally heightened
in areas within the corporate boundaries of a municipality, as unincorporated areas
adjacent to Pearland tend to be undeveloped, more rural in nature, and also lack access
to advanced water distribution and wastewater treatment. Include the benefits of higher
levels of accessibility to parks and recreational facilities, emergency management and
disaster response, as well as planned development and sound growth management, and
the results of all these are a clean, safe and marketable environment where property
values increase.

•

Code compliance and health policy enforcement is also a common benefit of
incorporation, as local standard-bearing measures are generally a robust part of municipal
management. Pearland’s code enforcement and health inspections officials ensure that
property is well-maintained, restaurants and businesses provide services in sanitary
conditions, as surrounding areas often suffer from unfavorable and unsightly conditions.
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Overall, the costs of additional taxes imposed by the City are clearly offset in the form of the
benefit from additional, better services, as well as the reduced costs of utilities and ancillary
household services.
Sound Growth and Development
One of the major issues facing the City where the ETJ is concerned, involves the inability to
manage the growth and type of development in areas that are adjacent to or surrounded by our
City limits. The application of our standards within the ETJ area via annexation limits the potential
negative effects that may be caused by substandard development. The management of growth
and development is challenged in many areas, including but not limited to:
•

Drainage and flood control;

•

Public Safety;

•

Housing, community and economic development;

•

Environmental and health regulatory compliance.

Property Values
Residents concerned with the impact of annexation on their property values have expressed such
concerns, but staff have conducted a comparison review of residential property values before and
after annexation.
The table below shows the values of primarily residential land use (A1) property in Area L.
The properties tested do not make up the entire number of residential properties in the
areas, as the analyses objectives heavily rely on the importance of testing on a “parcel-toparcel” basis. Therefore, new parcels added to the roll that did not exist in prior years,
duplicates in the tax roll, and parcels with no value assessments have been removed.
Area L – Residential A1 Land Use Only (23 Properties Tested)
2014
2015
2016
$4,978,440
$5,243,260
$5,439,740
% Change from Prior Year
+5.32%
+3.75%

2017
$5,382,690
-1.05%

The table above shows that the property values of unincorporated areas have remained relatively
stagnant, have reduced growth, or decline in value. This information is based on appraised values
prior to Hurricane Harvey.
Areas that have recently been incorporated into the City did not decline in property value, they
increased in most cases, as demonstrated in the tables below.
The tables and charts below provide pre- and post-annexation property values in areas
previously known as Annexation Areas E and F, incorporated in December of 2015 (Bailey
Road area), for the same four tax years as reviewed for unincorporated property above:
Area E – Residential A1 Land Use Only (53 Properties Tested)
2016
2014
2015
$8,531,627
$7,827,734
$8,105,920

2017
$10,826,159

% Change from Prior Year

+26.89%
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Annexation Area E - History of Appraised Values
$12,000,000

$10,826,159

$10,000,000
$8,000,000

$7,827,734

$8,105,920

2014

2015

$8,531,627

$6,000,000
$4,000,000
$2,000,000
$0
2016

Area F – Residential A1 Land Use Only (44 Properties Tested)
2016
2014
2015
$7,081,800
$6,385,850
$6,723,240
% Change from Prior Year
5.28%
5.33%

2017

2017
$9,920,565
40.09%

Annexation Area F - History of Appraised Values
$12,000,000
$9,920,565

$10,000,000
$8,000,000

$6,385,850

$6,723,240

$7,081,800

2014

2015

2016

$6,000,000
$4,000,000
$2,000,000
$0
2017

Summary
It is clear that there are cumulative benefits for incorporation, both for the existing taxpayer, the
area proposed for annexation, and the governmental operation at the local level. The challenges
funding public services are mitigated by the equity created from tax revenue from property owners
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that have traditionally received services free of charge and benefit from the City’s presence as a
robust service-provider. The existing taxpayer no longer bears this burden, and the newly
annexed/incorporated property owner benefits from cleaner, safer and growth-managed
surroundings.
While it may not be feasible to change the tax structure when it comes to the disparate conditions
the entire levy produces, it is feasible to engage the County in efforts to improve and increase
services to City of Pearland taxpayers. In addition, marketing and promoting Pearland, alongside
the institution of a community coalition of supporters that can foster more support for voluntary
annexation will improve our knowledge about the potential for incorporating areas currently
opposed to the idea of being located within the City limits.
Recommendations and Next Steps
•

Update the Annexation Phasing section of the 2015 Comprehensive Plan.

•

Incorporate the ETJ property owner into the framework of the Pearland Citizen Survey.

•

Promote increased transparency in local Special Purpose Districts located in the City’s
ETJ.

•

Improve local communication and public information directives that engage Pearland
taxpayers as advocates for equity and remediation of disparate tax revenue disbursement
for public services.

•

Annually assess cost implications of local services being provided outside the city-limits
with in-city tax revenues.

•

Commission a more intense study of the issue of annexation/incorporation where
Pearland is concerned, and advocate for refinements of State laws that have affected
Pearland in a disparate fashion compared to other cities of our size and growth rate.
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Appendix A – Literature Review
The literary topic of valuating incorporation or annexation has significant historical research-basis,
as cities have studied the cost-effectiveness of annexation for decades. In September of 1958,
for example, the American Society of Planning Officials issued Information Report No. 114,
entitled Annexation Studies, in which it described the rational problem-solving opportunities for
cities that chose to adjust their boundaries as “long a source of political furor.” This Chicagobased circulation actually references Houston as a case of outstanding annexation activities, as
well as Atlanta, each adding 79 and 82 square miles to their jurisdictions’ boundaries in the postwar 1950s. This literature is critical for use in Pearland, as while it may be aged, it provides clear
guidance on how to conduct annexation studies, which should be a priority for the City.
More recently, in August of 2018, one year following the onset of Pearland’s last attempt at
involuntary annexation, co-authors Connor Nielson and geospatial analyst Will Creasy published
a piece marked The Dollars and Sense of Annexation in Strong Towns, an online resource that
circulates municipal management policy journalism, podcasts, information about special events
and conferences, as well as networking opportunities for city leaders. Therein, the authors discuss
the importance of looking at annexation from multiple viewpoints, and not just the financial
implications associated with tax revenue and equity for service-delivery to those outside an
existing boundary.
Nielson and Creasy point out several common, often incorrect, postures cities take where
annexation is concerned, which makes this piece a valuable reference for revisiting the purpose
and impetus for Pearland annexation/incorporation in the future. One important note Nielson and
Creasy describe involves the thought by many cities that annexation should be done to
incorporate more taxpayers into the fold, for the purpose of helping to pay the costs of existing
services. In contrast, the merits of Pearland’s argument for incorporating along these lines rests
with the need to offset costs being incurred for services provided outside the City limits, not to
help defray those solely provided within the corporate boundaries.
Communities throughout Florida have dealt with annexation woes, as issues related to the
annexation of areas heavily populated with mobile homes have been a topic of remarkable
contention throughout the state. In June of 2016, the Winter Haven Economic Development
Corporation (WHEDC) authored an article on the value of annexation for its community, as its
service population was twice the population of those within its city limits. Furthermore, irregular
boundaries prevailed throughout the municipality.
The purpose of providing a literary context for this ongoing, long-term discussion Pearland must
have, is that other cities and organizations have valuable perspectives and research on this
matter, and Pearland should forge ahead with some assemblage of concern and potential for
incorporation. The literature, especially that which has delved into the aspects involving the
“dollars and sense” of annexation, should provide key structure for our efforts to decide exactly
where the City should proceed with future annexation, the strategies that should be used to do
so, and what service-plan realities are in store for our community as far as water
production/purchase and distribution, wastewater treatment, public safety, and the geographic
expansion of our community development standards.
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