


August 9, 2010

Honorable Mayor and City Council,
Citizens of Melissa

Attached for your consideration is the preliminary Fiscal Year 2011
budget. The budget is a balanced budget for both the General Fund and
Water Fund and is a reflection of a stable operational year ahead. Both
funds had a variety of issues that dealt with fluctuation revenue
projections, but the City Council worked closely with Staff to develop a
financial operating plan for the coming year that is conservative and
realistic. The proposed budget represents a continuation of most City
services, with the focus on efficiencies in operations. The narrative below
quantifies significant items in this year’s budget and the narrative
concludes with future issues that we have identified today that may impact
the City in the coming years.

General Fund

Revenue Projections

The City receives revenues from many sources, most of which must be
accounted for separately and their identity kept intact. Revenue
projections in the FY 11 budget are estimated using historical information,
data collected from various sources including the State Comptroller, and
numerous financial advisors. Trends in sales taxes, home prices, and
interest rates are examined. The City utilizes historical data plus a
general sense of the economic status of the local community to help
predict future revenues. When combined with various data and other
indicators noted above, the City produces a reasonably good but
financially conservative picture of the near future.

General Fund revenue estimates are lower than the previous year by
approximately $139,591 due to the loss of value in Melissa's tax base, the
reduction in sales tax collections, fines, and interest earnings. While there
is a decrease to overall general revenues, there was not a reduction of
services contemplated in this fiscal year. Staff has been charged with
concentrating on operational efficiencies where applicable and to develop
cost saving measures that do not impact services to the Melissa residents.

Property Values

According to Collin County Central Appraisal District, the certified taxable
value in the City of Melissa is approximately $341 million, an overall
decrease of approximately 0.7 percent from the preceding year. In FY10,
the City heeded the appraisal district's warning that FY 11 may be worse
that FY 10, and Melissa responded by approving a reduced budget from
the previous fiscal year in an effort to protect the service levels to the
community and employee positions with the City. From a historical




perspective, assessed property values have rose $225 million since 2002,
as illustrated in the following chart:

Fiscal Year | Taxable Value (in Millions) | % Change

2003 $116

2004 130 12.07%
2005 151 16.15%
2006 197 30.46%
2007 236 19.80%
2008 308 30.51%
2009 340 10.39%
2010 344 1.18%
2011 341 -0.7%

Proposed Tax Rate

Property Tax is by far the largest source of revenue in the City of Melissa
General Fund. Property tax is collected by Collin County and distributed
to the City. The City’s property tax is remaining at the rate of $.61 for
FY11. The average single family home value is estimated at $191,809, a
decrease from $196,967 in the previous year. With the existing property
tax rate of $.61, the average single family residence in Melissa would have
a City property tax in the amount of $1,170.00. Listed below is a historical
table depicting the recent history of the City of Melissa property tax rate.

Tax Year Tax Rate
1997 0.32
1998 0.32
1999 0.32
2000 0.42
2001 0.42
2003 0.43
2004 0.437
2005 0.49
2006 0.52
2007 0.52
2008 0.52
2009 0.61
2010 0.61
2011 0.61




As you can see in the chart below, Melissa’s tax rate is very competitive in
comparison to other cities within the area. The tax rates for the other
entities are FY10 rates and Melissa’s proposed FY11 rate.

Fiscal Year 2010 Tax Rates

Total

City O&M [I1&S Rate
Wylie 0.55 0.349 | 0.899
Princeton 0.460 |0.268 | 0.728
Celina 0.527 |0.118 | 0.645
Anna 0.5299 | 0.0928 | 0.623

Melissa 0.435 | 0.175 | 0.61

McKinney 0.407 [0.179 | 0.586
Farmersville | 0.438 | 0.148 | 0.586
Richardson | 0.363 | 0.212 | 0.575

Allen 0.410 {0.144 | 0.555

Prosper 0.314 [0.206 | 0.52

Plano 0.328 [0.16 0.488
Sales Tax

Sales Tax is the second largest source of revenue to the City’'s General
Fund, making up $420,000 or 14% of total revenues. The City’s portion of
sales tax is actually split between the 4A and 4B corporations, making the
total sales tax collected by the City approximately $840,000. Sales Tax
dipped in 2007, but exceeded the budgeted amount in 2008 and
subsequently fell again in 2009 and 2010. One major sales tax payer filed
for bankruptcy in 2009, and a general down economy has hurt the retail
sales of the business material suppliers within the City. Melissa is going
through the financial issues similarly experienced by almost every other
government entity in the area, state, and even nation.

Sales tax, by its very nature, is a volatile revenue source, and the city
understands the importance of not being too reliant on a volatile revenue
source. There is a balancing act that is difficult to predict in revenue
estimation, but the collective financial picture from the City is a stable

one. During the past years of strong collections, the City has been able to
build a working reserve to help weather downturns. These sound financial
policies enacted by the City Council have been validated by the financial
institutions through the recent increases in the City's bond rating by both
Moody's and Standard and Poor's.

































































































