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The Bright Star Of
Central Texas

This budget will raise more revenue from property taxes than last
year’s budget by an amount of $446,041 which is a 4.0% increase from
last year’s budget. The property tax revenue to be raised from new

property added to the tax roll this year is $303,350.
CITY COUNCIL RECORD VOTE

The members of the governing body voted on the adoption of the

budget as follows:

FOR: Hal Schiffman, Place 1; Steve Carpenter, Place 2; Spencer H.
Smith, Place 3; John Reider, Place 4; and Jody Nicholas, Mayor

Protem
AGAINST: None

PRESENT and not voting: Rob Robinson, Mayor

ABSENT: None

PROPERTY TAX RATES

Property Tax Rate

Maintenance & Operations Rate

Debt Rate*

Effective Tax Rate™

Effective Maintenance & Operations Rate*
Rollback Tax Rate*

FY 2017

0.6770
0.5198
0.1572
0.6683
0.8988
0.7502

*This rate is calculated by Bell County Appraisal District.

FY 2016
0.6770
0.5174
0.1596
0.6626
0.8779
0.7454

The total amount of municipal debt obligation secured by property
taxes for the City of Harker Heights is $33,428,533.

(Required per Texas Senate Bill 656, passed during the 83™ Legislative Session.)
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GOVERNMENT FINANCE OFFICERS ASSOCIATION
Distinguished
Budget Presentation
Award

PRESENTED TO

City of Harker Heights

Texas

For the Fiscal Year Beginning

October 1, 2015

Bt

Executive Director

The Government Finance Officers Association of the United States and Canada (GFOA) presented an
award for Distinguished Budget Presentation to the City of Harker Heights, Texas for its annual budget for
the fiscal year beginning October 1, 2015.

In order to receive this award, a governmental unit must publish a budget document that meets program
criteria as a policy document, an operational guide, a financial plan, and a communications device.

This award is valid for the period of one year. City staff believe our current budget continues to conform
to program requirements and is submitting it to GFOA to determine its eligibility for another award.
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The Government Finance Officers Association of the United States and Canada (GFOA) presented an award for Distinguished Budget Presentation to the City of Harker Heights, Texas for its annual budget for the fiscal year beginning October 1, 2015.

In order to receive this award, a governmental unit must publish a budget document that meets program criteria as a policy document, an operational guide, a financial plan, and a communications device.

This award is valid for the period of one year. City staff believe our current budget continues to conform to program requirements and is submitting it to GFOA to determine its eligibility for another award.
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(Left to Right): Hal Schiffman — Place 1; Steve Carpenter — Place 2; Jody Nicholas — Mayor Pro Tem,;

Rob Robinson — Mayor; David Mitchell — City Manager; Spencer H. Smith — Place 3; and John Reider —
Place 4.

CITY OF HARKER HEIGHTS VISION STATEMENT

Providing public services that empower people to focus on what matter most:
their goals, hopes and dreams.
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The Bright Star Of
Central Texas el .
®

The City Of Harker Heights
305 Miller’s Crossing

Harker Heights, Texas 76548
Phone 254/953-5600

Fax 254/953-5614

Mayor
Rob Robinson

Mayor Protem
Jody Nicholas

City Council

Hal Schiffman
Steve Carpenter
Spencer H. Smith
John Reider

September 13, 2016
Dear Mayor and City Council Members:

The fiscal year 2016-2017 budget is submitted to you in accordance with the City of Harker
Heights’ Charter and has been filed with the City Secretary. The 2017 fiscal year budget,
which begins on October 1, 2016, and ends on September 30, 2017, provides the resources
needed to maintain a high level of service to citizens and businesses.

The budget is a plan of action that addresses which resources of the City will be used to
accomplish objectives that the City Council believes necessary. The budget meets present
challenges and helps accomplish opportunities recognized by the City Council, staff, and
citizens.

Staff began working on the 2016-2017 budget in March with the distribution of request forms
for fixed assets, capital improvements, and personnel to all departments. This year,
department heads were asked to provide information for the next five fiscal years so that our
long-range plans for fixed assets, capital improvements, and personnel could be updated.
Department Heads were then asked to produce a proposed budget for their departments’
operating line items. Department expenditures/expenses were discussed in meetings held with
the City Manager, Assistant City Manager, Finance Director, and Department Head in order
to provide guidance in the preparation of the budget.

Revenues were discussed in separate meetings and included a look at the City’s five-year
long range plan which depicts projected revenues and expenses for the next five fiscal years
and the projected fund balance for the General, Utility, Drainage, and Sanitation Funds. The
long-range plans for Capital Improvement funding and expenditures were also reviewed to
ensure that money would be available for the projects planned to continue or begin during the
2017 fiscal year. The Capital Improvement long-range plan is also reviewed during the fiscal
year in case changes need to be made to funding sources and/or expenditures for projects.

Principal Issues and/or Challenges
The following are some of the items that affect planning and impact the budget process:

e Sales Tax Revenues — As new businesses open in Harker Heights, sales tax revenues
are expected to increase. The challenge in planning this line item is determining for
how long and how much. The following graph depicts the change in sales tax revenue
over the last ten fiscal years. “FY 2008 vs. FY 2007 depicts the change in actual
revenue between those fiscal years and this continues until “FY 2017 vs. FY 2016~
which depicts the change in the FY 2016-2017 budgeted amount from the FY 2015-
2016 projected amount.



Percentage Change in Sales Tax Revenue Over a Ten-Year Period
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Calculated using actual amounts with the exception of FY 2015 (projected amount) and FY 2016 (budgeted amount).

FY 2015-2016 projections for sales tax revenues of $6,400,000 are less than the budgeted amount
of $6,800,000 by $400,000 or 6%. This amount is only $21,000 less than the actual amount
received in FY 2014-2015. We have remained conservative in budgeting sales tax at a $6,500,000
for fiscal year 2016-2017; a 1% increase over the current year’s projection.

Residential and Commercial Growth — Residential and commercial growth impacts our building
permit revenue positively because each project within the City is required to have a permit (see
fee schedule for more information on how fees are charged).With the continued construction of
new homes in The Evergreens and Tuscany Meadows subdivisions, there have been 119 permits
issued for single family homes at $28,371,988 total valuation from the period of October 1, 2015
to July 31, 2016. At the end of FY 2014-2015, single family home permits totaled 184 with a total
valuation of $41,110,677.

Two family dwellings, or duplexes, have become a practical option for many of our residents who
are living in the area for a short time or may not be ready to buy a home. Twenty-two (22)
permits were issued for duplexes during FY 2014-2015 with a total valuation of $3,953,500.
From the period of October 1, 2015 to July 31, 2016, 6 permits have been issued with a
$1,087,900 total valuation.

There have been five commercial permits issued through July 31, 2016, with a total valuation of
$2,030,375. One of these permits is for the construction of an auto parts store. At the end of the
2014-2015 fiscal year, there were eight permits issued with a total valuation of $20,715,000.
Construction of two credit unions, two fast food restaurants, a pharmacy and a YMCA building
are included in these numbers.

Growth was expected to continue within the City so a $300,000 budget was set for FY 2015-
2016. Falling a bit short of expectations, projections for the FY 2015-2016 have been lowered to
$250,000 or 20% lower than the budgeted amount. We have remained conservative in budgeting
for FY 2016-2017 in keeping building permit revenue flat at $250,000.

Health Insurance — The cost of health insurance continues to increase nationwide. For FY 2016-
2017, health insurance premiums for the City have increased by just 6.6% while dental insurance
premiums and vision insurance premiums have remained flat. $1,197,600 has been budgeted in
the General, Utility, Drainage and Sanitation Funds for health insurance coverage which covers
the City’s cost of employee coverage. Absorbing the cost of health insurance as it continues to
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rise will become even more challenging once growth within the City stabilizes and revenues
become more constant.

Strategic Goals

Below are the strategic goals that allow us to improve service and facilities to citizens and businesses of
the City and the planning processes that assist us in ensuring these goals are met each year. Planning
processes are described in more detail in the following section.

STRATEGIC GOAL

Foster the image of Harker Heights as a clean,
safe, well-maintained and progressive City

Stimulate creation and growth of locally

owned businesses

Enhance and extend infrastructure in

PLANNING PROCESS

Parks & Recreation Master Plan

Comprehensive Plan

Comprehensive Plan
Exploring New Heights

Capital Improvement Plan
Comprehensive Plan
Water Master Plan

anticipation of further planned growth

Expand street maintenance and sewer
rehabilitation projects throughout the City

Maintain a long-range Capital Improvement

Plan

Maintain a multi-year equipment replacement

program

Determine and implement methods to better
communicate with citizens

Description of Planning Processes

Residential Drainage Prioritization
Sewer Rehabilitation
Mobility 2030 (Thoroughfare Plan)

iy 1l

Long-Range Budget Plan
Capital Improvement Plan
Comprehensive Plan
Sewer Rehabilitation

Capital Improvement Plan

Long-Range Budget Plans

Exploring New Heights

Budget Plans

or expense projections
and future projections.

Drainage and Sanitation
Funds.

Description Purpose Budget Impact
Includes the current year’s | To facilitate planning for | Guides budget planning to
Long-Range | revenue and expenditure | the  General, Utility, | ensure required reserves

can be held in the future.

current and future needs;
establish priorities; and
identify possible funding.

Capital Five-year plap that | To idqntify and recgrd Planning  device . for

Improvement 1ncl.udes expenditures fqr expenditures and fundmg revenues and expenditures

Plan projects by type and their sources for capital | to .complete .planned and
funding sources. projects. projected projects.

Ten-year master plan for | To provide guidelines for | Establishes operating and

parks and recreation | future decisions for city- | capital expenses required

Parks & facilities. wide.p'a.rks system; for the to maintai'n. _ new and
Recreation acquisition/development existing facilities.

Master Plan of park land to meet

9




Comprehensive
Plan

Description Purpose Budget Impact
Presents historical data on | Framework for obtaining | Reminder of goals and
population, information | the goals and objectives of | objectives set for the
on natural resources, and | the City focusing on Land | future of the City.

goals and objectives of
various City departments.

Use, Urban  Design,
Stormwater Management,
Public Safety and Culture
& Recreation.

Identifies the needs of the

Makes recommendations

Assists in planning water

water and wastewater | of ways to satisfy the | improvement projects.
Water Master . . . : .
system. needs specified for the | Used in conjunction with
Plan .
water and wastewater | the Capital Improvement
system. Plan.
Lists residential addresses | Records areas of the City | Assists in planning
. . with  known drainage | that have problems with | drainage projects for
Residential . . . §

: issues. drainage and an estimated | upcoming fiscal years. It
Drainage . . . .
Prioritization cost to correct the |is used in conjunction

issue(s). with the Capital
Improvement Plan.
Ten-year plan that | Serves as a guide to | Long-range plan for sewer
Sewer includes costs for | rehabilitate the sewer | improvements within the
S manhole  rehabilitation, | lines within the City. City. It is wused in
Rehabilitation | .. o .
line replacement and conjunction  with  the
Program . . .
various construction costs Capital Improvement
related to these repairs. Plan.

Exploring New

Citizen focus group.

Citizen developed goals
and objectives in the areas
of quality of life, business

Reminder of goals and
objectives to accomplish
throughout the City.

off-street bicycle network,
and mass transit.

and pedestrian mobility
within and without the
City.

Heights & economic development,
and infrastructure.
Multi-modal update to the | Transportation planning | Identified and prioritizes
thoroughfare plan that | document to identify | transportation goals and
Mobility 2030 includes the . street | current trapsportation objectives for the current
(Thoroughfare network, sidewalk nee@s and project future aqd future needs of the
Plan) network, on-street and | requirements for vehicular | City.

Examples of long and short-term objectives that have been created using the planning processes described

above include:

Long-Range Budget Plans/Capital Improvement Plan
Short-Term: Continue funding of a multi-year street maintenance program from current revenues.
Long-Term: Plan infrastructure for future annexations in the City’s extraterritorial jurisdiction.

Parks and Recreation Master Plan/Capital Improvement Plan

Short-Term: Multi-year funding of park improvements from current revenues.

Comprehensive Plan
Long-Term: Ensure the most appropriate land use for all areas of the city.
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Water Master Plan
Short-Term: Complete water and wastewater projects to improve storage and processing capabilities.
Long-Term: Establish a long-range water improvement plan based on the Water Master Plan.

Residential Drainage Prioritization

Short-Term: The FEMA Phase 2 Study, completed in September 2014, identified the need to reduce
storm water flooding in the north part of the City. Work will include widening drainage channels, culvert
improvements, and storm drainage improvements.

Long-Term: Establish a long-range drainage improvement plan based on the drainage criteria manual and
listing of drainage problem areas within the City. Utilize the FEMA Phase 2 Study to plan future drainage
improvements along the north side of US Highway 190.

Sewer Rehabilitation Program

Short-Term: Sewer mains are currently being reviewed for structural problems and several will be
selected to be replaced.

Long-Term: The City completed the tenth and final year of a multi-year program that reduced inflow and
infiltration into the sewer system last year fiscal year and plans to redo the flow monitor study to see the
impact of the program. The findings will be submitted to the Texas Commission on Environmental
Quality (TCEQ) and a new schedule to make any necessary improvements will be made.

Exploring New Heights
Long-Term: Implement suggestions from the Exploring New Heights II committee in an effort to
maintain and/or improve services and the quality of life for our citizens.

Thoroughfare Plan

Short-Term: Create and prioritize multi-modal transportation networks integrating streets, sidewalks, on-
street and off-street bicycle trails, and mass transit.

Long-Term: Implement street, sidewalk, and bicycle network construction/renovation based on
established and periodically updated priority list.

The Budget at a Glance section on the next several pages will go into further details on how different
factors guided the development of the 2017 fiscal year budget.
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FY 2016-2017 BUDGET AT A GLANCE

General Fund

General Fund revenues are budgeted at $19,864,700 with the primary revenue sources as follows:

1)

2)

3)

4)
5)
6)

7)

Ad Valorem Tax is the largest revenue source in the General Fund. The certified taxable value is
$1,699,770,813 which is an increase of $40,175,910 from the 2015 certified value of
$1,659,294,903. No tax rate increase is included so the budget is prepared based on maintaining
the current tax rate of $0.6770 which will provide $8,491,200 in maintenance and operation tax
revenue.

2016 Tax Rates
Proposed Tax Rate .6770
Effective Rate .6683
Rollback Rate 7502

#

The effective tax rate enables the public to evaluate the relationship between taxes for the prior
year and for the current year, based on a tax rate that would produce the same amount of taxes if
applied to the same properties taxed in both years. Since the tax rate of $0.6770 is higher than the
effective tax rate, per the Truth in Taxation guidelines, two public hearings are required. The
following is a comparison of the 2016 proposed property tax rates of surrounding cities:

Temple 6572
Belton .6598
Harker Heights .6770
Killeen 7498
Copperas Cove 797908

Franchise Fees of $1,327,000 represents approximately 7% of the total General Fund revenues.
a. Cable franchise fees are budgeted at $311,000, a slight increase over the current year
projections;
b. Electricity franchise fees are proposed at $900,000, the same as the current year
projections;
c. Gas franchise fees are proposed to be $70,000, up from the $68,200 projected; and
d. Telephone franchise fees are budgeted at $46,000 for this next year the same as projected
for the current year.
Sales tax revenue is budgeted at $6,500,000 which is a 1.5% or a $100,000 increase over the
$6,400,000 projected for FY 2015-2016. The FY 2015-2016 projection was lowered by $400,000
from the original budgeted amount of $6,800,000 mainly due to there not being any large new
retail stores opening within the City this past year.
The Court Fine revenue line item is budgeted at $1,000,000 for FY 2016-2017. The current year
projection is lower than budgeted by $200,000 due to lower ticket volume.
Ambulance revenues are budgeted at $650,000 which is $20,000 higher than the current year
projected. No change in rates or fees is proposed.
Interest Income is budgeted at $60,000 for FY 2016-2017 which is a small increase over the
$57,500 projected for the current fiscal year and is based on current rates.
The FY 2016-2017 budget includes the reimbursement from the Texas Department of
Transportation (TxDOT) for the completion of the turnaround bridge at US 190 and Knight’s
Way which is part of the pass through funding program. The City will be reimbursed at $.20 per
vehicle based on the traffic counts during the past year. The minimum to be reimbursed is
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8)

$85,000 and the maximum is $170,000 annually. Based on the traffic counts the City should
receive the maximum reimbursement.
Transfers that are budgeted to come in from other funds ($800,000) are as follows:

a. Utility Fund - $450,000;

b. Sanitation Fund - $300,000; and

c. Restricted Courts Fund - $50,000.

Expenditures are budgeted at $19,850,600 which is an increase of $170,800 over the $19,679,800
projected for the current year. Major expenditures are as follows:

1)

2)

3)

4)
5)

6)

7)
8)

9)

Salaries and benefits total $14,940,200 and includes:

a. A salary adjustment of 2.5% is included for employees;

b. The following new positions have been added to FY 2016-2017 budget:

i. The Administration Department will add a System Support Coordinator beginning
mid-year; and
ii. An addition of a Kennel Technician will be added to the Pet Adoption Center
effective October 1%
c. Health Insurance premiums are budgeted to increase for FY 2016-2017 by $84,600; and
d. The Texas Municipal Retirement System (TMRS) line item is budgeted at $1,672,900, an
increase of $87,200 and includes the 2.5% salary adjustment.

Supplies are proposed at $709,100 in total. Fuel costs are reflected in the vehicle supply category
which is proposed at $218,400. General supplies are budgeted at $144,600 which is $5,100 lower
than the $149,700 projected in the current year. Equipment supplies are budgeted at $72,100, a
decrease of $10,300 over the current year projection which is mainly due to the purchase of
handguns in the current year within the Police Department. Chemical supplies are being held at
$12,200. In total the supply category is proposed to increase $1,100 over the current year
projection.
The maintenance category is proposed at a total of $681,500 which is up from the prior year’s
projection of $613,900. The vehicle maintenance category is budgeted at $114,800 which is
$16,000 lower than the current year projection. Building maintenance reflects a $2,700 increase
due to the City Hall and Recreation Center expansions. The equipment maintenance category is
increasing by $85,900 over the current year projections mainly due to the My Permit Now
software in the Code Enforcement Department, records management software within the Police
Department, case management software at the Pet Adoption Center, and also includes
maintenance fees for the software and hardware used in Finance, Courts, and Code Enforcement.
Utility costs are budgeted at $522,200 a slight increase from the FY 2015-2016 projected amount
of $519,700.
Travel and training expenses are budgeted at $155,100 which is an increase of $14,000 over the
projected amount for FY 2015-2016.
Contract labor, within the services category, totals $416,500. A major expense in contract labor is
the cost of public safety communications, budgeted at $377,100, which covers Harker Heights’
portion of the Bell County Communications Center. This is an increase of approximately $37,000
from the previous year.
Parks and Recreation programs are being budgeted at $43,000 at the same level as the current
year projection.
Nuisance abatement is budgeted at $55,000 and allows for demolition of dilapidated houses that
are uninhabitable and unsafe.
State Tax Payments are budgeted at $275,000 and are in direct correlation to the Court Fine
revenue.

10) Advertising is set at $40,400 for the upcoming fiscal year which includes the cost of printing

recreation brochures and advertising new and vacant positions within the City.
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11) A total of $215,200 is budgeted for Professional Fees down $4,100 from the prior year’s
$219,300 projected. The majority of expenditures in the Professional Fee category includes the
following:

Engineering fees - $27,000;

Employee benefit consulting - $32,000;

Arbitrage consulting - $5,700;

Oncor/Atmos steering committee participation fees - $5,000;

Codification of ordinances - $10,000;

Drug screens, background checks, polygraph exams, etc. - $18,000;

Misc. filing, web hosting fees, and renewals - $10,000; and

Bell County Health Department - $64,300.

12) Outs1de Agency funding totals $237,400 in the FY2016-2017 budget which is approximately
1.2% of total expenditures. Below is the funding for each organization:

a. Transportation (HOP) expenditures of $36,900 are included in the proposed budget for
operations and maintenance of the Hill Country Transit Authority’s transit service.

b. The proposed budget for FY 2016-2017 includes $17,000 for the Heart of Texas Defense
Alliance which is the same amount budgeted and projected for the end of the current fiscal
year.

c. Chambers of Commerce expenditures total $53,500 which is made up of the following:

i. $41,000 is allocated to the Harker Heights Chamber of Commerce; and
i1.$12,500 to the Killeen Chamber of Commerce.

d. The proposed budget includes $50,000 for a contribution to Texas A&M for scholarships.

e. The contribution of $50,000 to the Boys & Girls Club is to support their after-school
programs at Union Grove, Eastern Hills Middle School and Harker Heights High School.

f.  $5,000 to the Greater Killeen Free Clinic is maintained at the same level as the prior year.

g. New to the FY2015-2016 Budget was $25,000 to the National Mounted Warfare
Foundation. This amount has been included in the FY2016-2017 Budget.

13) The Youth Task Force line item is budgeted at $13,000.

14) Economic Development expenditures total $25,000 for FY 2016-2017 which includes the Retail
Coach program.

15) $600,500 is budgeted to be expensed to Seton Medical Center based on an incentive agreement to
reimburse 100% of property taxes collected for seven years. This budget year will be year four of
the seven.

16) Transfers out to other funds total $100,000 to the Capital Improvement Fund.

oo ac o

The proposed budget reflects adding $9,800 to the fund balance for a total of $9,086,552 which exceeds
the three months of operating reserve requirement of $4,938,700.

Utility Fund

Utility Fund revenues are budgeted at $9,277,300. This FY 2016-2017 budget includes no rate increase
and an increase of 1% in growth. Amounts shown below for Harker Heights include this increase.
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1)
2)

3)
4)

5)

6)
7)

Water and Sewer Rate Comparison
3,000 gallons 10,000 gallons | 25,000 gallons
Harker Heights $38.41 $82.51 $130.51
Killeen $34.63 $83.42 $130.97
Copperas Cove $51.16 $107.86 $168.61
Temple $30.70 $84.60 $200.10
Belton $35.99 $91.92 $166.77

Water Income is budgeted at $5,540,200 based on the anticipated growth and usage. Water sales
for the current year are expected to slightly exceed the $5,485,300 projected for the current year.
$3,462,100 is budgeted for sewer income and is charged based on water consumption.

Connect Fees is budgeted at $100,000 to reflect the continued construction in the area.

The water supply agreement line item of $23,000 reflects payments received from Dog Ridge per
an agreement that went into effect October 2009. Payments received to date cover the fixed costs
incurred by the City. Once meter and waterlines are in place, additional costs will be charged to
cover maintenance and operations.

Penalties have been budgeted at $100,000 for FY 2017 which is $8,000 higher the amount
projected for the current fiscal year.

Online payment fees are being held at $55,000 based on the website usage.

Interest Income is budgeted at $15,000 which is based on current rates and is the same as the
current year projection.

Expenses for FY 2016-2017 are budgeted at $9,269,000 which is $75,900 higher than the $9,193,100
projected for FY 2015-2016. The major expense items are as follows:

1)

2)
3)

4)

5)
6)

7)

8)

Salaries and benefits total $1,237,100 which includes:

a. A salary adjustment of 2.5% effective in October;

b. No new positions are being added to the Utility Fund;

c. Health Insurance is budgeted at $107,200, an increase of $10,000 from the current year

projected; and
d. The Texas Municipal Retirement System (TMRS) line item is budgeted at $136,400 which
is a slight increase over the $135,500 projected for the current year.

The Supply category is budgeted at $126,300, which is the same as the current year’s projection.
The proposed budget includes $438,400 in maintenance expenses. The major expense in this
category is in the repair and maintenance line item which is budgeted at $150,000 to allow for
repairs to pump stations, lift stations, and water and sewer lines. Another major expense in this
category are new service meters which will maintain a budget of $110,000 for new meter
installation and continuing with the City’s meter replacement program.
Insurance is budgeted at $21,700 for FY 2016-2017 and includes supplemental sewage backup
coverage. This coverage is designed to reimburse private property owners for damages caused by
sewage that backs up from facilities owned or controlled by the City when the sewage backup
was not caused by City actions and the City had no prior notice.
Utilities are budgeted at $475,000 which is the same amount projected for the current year.
Contract Labor is budgeted at $230,000. This line item includes expenses for bacteriological
testing, the outsourcing of the printing and mailing of utility bills, and contract labor for lift
station repairs, maintenance, etc.
Bond Expense is budgeted at $1,725,400 to cover principal and interest payments on outstanding
debt.
A total of $2,400,000 is budgeted for water purchases. This expense is based on projected water
usage and WCID #1 debt payments.
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9) The major expenses included in the miscellaneous category are as follows:
a. $60,000 for bad debt;
b. Audit fees for the Utility Fund at $27,400;
c. Professional fees total $30,000 for engineering costs related to the Utility Fund; and
d. A total of $66,100 for amortization on advanced refundings related to the Utility Fund.
10) Transfers to other funds total $2,325,000. They comprise of $450,000 to the General Fund,
$100,000 to the Debt Service Fund, $400,000 to the Fixed Asset Fund, and $1,375,000 to the
Capital Projects Fund.

The FY 2016-2017 budget reflects increasing the fund balance by $8,300 for a total fund balance of
$3,335,389 which exceeds the three month operating reserve requirement of $1,736,000.

Drainage Fund

Drainage Fund revenues are budgeted at $799,800 for FY 2016-2017. No rate increase is proposed for
the 2017 budget.

Expenses for the FY 2016-2017 budget total $816,700, which includes the following:
1) Bond expense totals $161,200 which reflects our annual amortization of the drainage certificates
of obligations principal and interest payments.
2) Operating expenses of $205,500 which includes the 2.5% salary adjustment for all employees and
$40,000 for ground maintenance.
3) Transfers total $450,000 — a transfer of $200,000 to the Fixed Asset Fund and $250,000 to the
Capital Projects Fund.

A fund balance of $76,212 will be left in the Drainage Fund at the end of FY 2016-2017.

Sanitation Fund

Revenues in the Sanitation Fund are budgeted at $2,125,500 for FY 2016-2017. No rate increase is
proposed for residential garbage. Centex Waste Management continues to handle the billing of
commercial garbage pickup.

FY 2017 Residential Garbage Rate Comparison
Temple $17.54
Copperas Cove $18.13*
Harker Heights $18.33
Killeen $21.41
Belton $15.07**

*includes brush pickup, recycling, and bulky item pickup
**includes recycling

Expenses for FY 2016-2017 are budgeted at $2,142,700.

1) The salary adjustment of 2.5% also applies to the position funded by the Sanitation Fund.

2) The major expense within this fund is the Garbage Contract line item used to pay Centex Waste
Management for residential pickup which is budgeted at $1,472,900.

3) The roll off dumpster line item of $160,000 which is charged by Centex Waste Management for
the pickup of those dumpsters.

4) Transfers to other funds total $400,000 which include $100,000 to the Fixed Asset Fund and
$300,000 to the Capital Projects Fund.

A fund balance of $51,439 will be left after reducing it by $17,200 at the end of the 2017 fiscal year.
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Debt Service Fund

Revenues in the Debt Service Fund total $2,670,900 which is derived mainly from the interest and
sinking portion of the ad valorem taxes ($2,567,900). Expenditures total $2,703,600 which includes
$2,673,400 in principal and interest payments on debt. A detail of outstanding debt is included in the
“Debt Service” section.

The City’s current Standard and Poor’s (S&P) rating is “AA”. S&P views the outlook for this rating as
stable and their assessment of the City is based on the following factors:
1) Adequate economy;
2) Strong management, with “good” financial policies and practices under our Financial
Management Assessment methodology, indicating financial practices exist in most areas;
3) Very strong budgetary flexibility with an available fund balance in fiscal 2014 of 55% of
operating expenditures.
4) Strong budgetary performance, with operating surpluses in the general fund and at the total
governmental fund level in fiscal 2014;
5) Very strong liquidity with total government available cash of 94.9% of total governmental fund
expenditures;
6) Adequate debt and contingent liability position, with debt service carrying charges at 14.6% of
expenditures, as well as rapid amortization, with almost 70% of debt scheduled to be retired in
10 years;
7) A strong institutional framework score.

Hotel/Motel Fund

The Hotel/Motel Fund revenues are budgeted at $70,300 and expenditures for FY 2016-2017 are
budgeted at $20,000 which is comprised of the following:

1) Advertising expense of $7,500 and $2,500 for promotion of the arts expenses related to the
Annual Food and Wine Festival. These expenses total $10,000 which will cover the cost of
reimbursement to the Harker Heights Chamber of Commerce for holding the festival.

2) $5,000 for advertising of other Chamber events which will be treated as a reimbursement to the
Harker Heights Chamber of Commerce.

3) $5,000 is budgeted for sporting event expenses.

The ending fund balance for FY 2016-2017 is budgeted at $92,499. These funds are restricted and may
be used only to promote tourism, conventions, and the hotel industry.

Restricted Court Fund

These funds are collected through the municipal court and are restricted for child safety, building security,
juvenile case management, administration of justice, and technology for this department. Budgeted
revenues for FY 2016-2017 are $78,900. Expenditures are budgeted at $54,900 which is reimbursement
to the General Fund for bailiff services, a juvenile case manager position, technology, and training
expenses and child safety expenditures of $500.

The proposed ending fund balance for the Restricted Court Fund is $215,080 for FY 2016-2017.

Employee Benefits Fund

The Employee Benefits Fund was created for the purpose of reducing the premium tax that the City must
pay to an insurance carrier for eligible lines of coverage. This fund is a pass through for the collection
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and payment of insurance premiums. Revenues reflect interest income of $200 for an ending fund balance
of $824.

Capital Improvement Fund

Total revenues budgeted in the Capital Improvement Fund for FY 2016-2017 is $2,309,068 and
expenditures are at $2,289,500. The following is a breakdown of the budgeted expenditures:

Non Bond Revenue Projects:

1) Flow Monitor 18 Sewer Basins, Submit Final Report SSO Initiative $140,300
2) Rummel Road Lift Station Ferrous Chloride Dosing System $64,000
3) Drainage Master Plan Project Priority #2 $210,400
4) Central Station Architect/Design $150,000
5) Park Improvements $100,000
6) Sidewalk along/around Prospector to Vineyard $243,800
Miscellaneous Street Projects:
7) Turn Lane on FM2481 at Fuller Lane $325,000
8) Mountain Lion Road Retaining Wall $206,000
9) Street Projects $850,000
Total Miscellaneous Street Projects $1,381,000

The above projects are funded from transfers in from other funds.

Fixed Asset Fund

Budgeted expenditures for fixed asset purchases total $1,046,100. Some of the major items include:

1) Audio System for the Council Chambers $25,000
2) Computer Lease $44,500
3) Additional Server Storage $50,000
4) Time Sheet Software $38,600
5) Vehicle (van) with cages $37,800
6) Patrol Vehicles (2) replacements $88,400
7) Motorcycle replacement program $52,400
8) Handheld Radios $36,000
9) Trucks (various departments) $85,500
10) Fire Engine/Pumper Lease $100,500
11) Lifepak 15 Cardiac Monitor/Defibrillator $36,900
12) Library Books & Processing $87,000
13) Dump Truck (6 yard) $79,500
14) Vac Tron with Jetter and Valve Exerciser $100,000
15) Flender Gear Drive at Wastewater Plant $51,400

The FY 2016-2017 Budget reflects a total of $729,400 as transfers into the Fixed Asset Fund and
expenditures of $1,046,100 which will leave an ending balance of $45,467.

Summary

Harker Heights’ citizens and businesses have a choice in where to live or locate. In all we do, we desire
to honor that choice by providing outstanding service. The fiscal year 2016-2017 budget is a reflection of
that desire. It provides the resources for each City department to provide high levels of
service. Personnel and equipment have been added to ensure we maintain focus on providing
extraordinary service. The fiscal year 2016-2017 budget continues to provide for a quality compensation
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and benefits package for our employees. We are excited to present the 2016-2017 Budget as it is the
result of a passion to serve our citizens and businesses.

Revenues for FY 2016-2017 for all funds total $37,351,000 and expenditures total $38,198,000. The
operating budgets are conservatively developed based on the current economy and expected trends.

Final adoption of the budget and tax rate will be September 13, 2016.
I would like to thank the City Staff and City Council for their dedication in preparing this budget
document. Staff looks forward to working with the Council, citizens and businesses in realizing the

City’s potential.

Sincerely,

David R. Mitchell
City Manager
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TOTAL REVENUES AND EXPENSES FOR FISCAL YEAR 2016-2017
Percentage of Budget in Each Fund

REVENUES = $37,352,000

Special Revenue
Funds
0.4%

Fixed Asset Fund

2.0%
Debt Service Fund
7.2%
Capital .
Improvement Fund o Dralnag(;e Fund
4.6% Sanitation Fund 2.1%
5.7%
Drainage Fund Sanitation Fund

2.1% 5.6% -

Utility Fund Capita

24.3% Improvement Fund
6.0%

Debt Service Fund
7.1%

Fixed Asset Fund
2.7%

Special Revenue
Funds
0.2%

EXPENDITURES/EXPENSES = $38,197,400
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USER INFORMATION
BUDGET CONTENTS
The annual budget for the City of Harker Heights is comprised of a table of contents and fourteen sections.

The book, in its entirety, can be grouped into three broad categories as follows:

Introduction and Information

= The Table of Contents indicates the topic, page number location and, in some cases, provides a brief
summary.

» The Budget Message section includes the letter that accompanies the budget when it is submitted to the
City Council. The Budget at a Glance that follows provides information about each fund and the
significant changes or events affecting that fund.

» The User Information section describes what the budget book contains, the City as an organization, and
the budget process to include a budget calendar. A summary of City policies are also included here.

» The Historical/Demographics section provides a synopsis of the City of Harker Heights’ history. It
also contains City and area demographic information.

» The Personnel section includes the City’s organizational chart; a listing of city-wide personnel; and a
listing of City officials, staff, boards, and commissions.

» The Trends and Forecasts section provides information on what some of the major revenues and
expenditures in the City have been and how they are calculated for future fiscal years.

Financial

» The Budget Summaries section provides a summary of the budget totals for all budgeted funds for the
City.

» The General Fund, Utility Fund and Other Funds sections contain detailed budget information for the
various Funds and Departments of the City. Included, where applicable, are narratives of the
Departments which provide a mission statement or underlying purpose of the Departments, a
description of the types of activities or work performed, achievements made during the prior year,
objectives for the coming fiscal year, and budget highlights for the various Departments.

= The Debt Service section provides payment schedules as well as principal and interest information for
the City’s general obligation debt (tax supported) and revenue debt (water, wastewater, and drainage).

» The section on the Fixed Asset Fund includes a schedule of fixed assets (equipment, vehicles, etc.)
contained in the budget listed by Department.

» The Capital Outlay and Improvements section provides a schedule of capital improvements
(infrastructure) to be made during the coming fiscal year.

Supporting Information

» The Fee Schedule is a detailed listing of fees and/or charges for services in effect for the coming fiscal
year.
= Copies of the ordinances generated by the budget process can be found in the Ordinance section. This
includes:
0 Ordinance #2016-21: Adopting and Approving the Budget for Fiscal Year 2016-2017,
0 Ordinance #2016-22: Levying a Tax Rate for the Tax Year 2016, and
0 Ordinance #2016-23: Prescribing and Setting the Fiscal Year 2016-2017 Rates and Charges.
» The Glossary provides a listing of some of the words and acronyms in the annual budget book and their
meanings.
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THE CITY ORGANIZATION

The City of Harker Heights is a home rule City which operates under a Council-Manager form of
government. All powers of the City shall be vested in the elective Council which enacts local legislation,
adopts budgets, determines policies and employs the City Manager. The City Council consists of a Mayor
and five council members who elect one of their members to serve as Mayor-Protempore. The City Manager
shall execute the laws and administer the government of the City.

At the end of the next section are the demographics and miscellaneous statistics for the City of Harker
Heights.

The City government provides a broad range of goods and services to its citizens. The activities and
personnel required to provide these goods and services are organized into broad managerial areas called
Funds. Funds are separate fiscal and accounting entities with their own resources and budgets necessary to
carry on specific activities and attain certain objectives.

Funds are further organized into functional groups called Departments. A Department is a group of related
activities aimed at accomplishing a major City service or program (e.g. Administration). A Department
may be further divided into smaller areas called Divisions. Divisions perform specific functions within the
Department (e.g. Human Resources is a Division of the Administration Department).

At the head of each Department is a Director who is an officer of the City. Directors have supervision and
control of a Department and the Division within it, but are subject to supervision and control of the City
Manager. A Department Head may supervise more than one Department.

THE BUDGET PROCESS

In planning the annual budget the City is not only governed by the Truth-in-Taxation guidebooks but also
the City Charter. Our City Charter states that the fiscal year shall begin the first day of October and end the
last day of September of each calendar year. The fiscal year constitutes the budget and accounting year.

In March, Department Heads receive a copy of the fixed asset items, capital projects, and positions that
have been approved as part of the long range plans. They also receive forms to complete to officially request
these items. If they have additional items to request that are not a part of the long range plans they may do
so with these forms. Each form within each request category is prioritized by the Department Head.

In April, the Finance Department sends out Proposed Budget Worksheets. These worksheets contain
information about the Department including historical expenditure amounts, current expenditure and budget
amounts, and estimated expenditure amounts for the upcoming fiscal year. This information will aid the
Department Heads in increasing or decreasing their line items (i.e. general supplies, vehicle maintenance)
for the next fiscal year however, the Department cannot exceed the total budget from the previous year. If
the Department feels an increase is necessary, a justification must be provided.

After receiving all budget requests from the Departments, the City Manager and Finance Director conduct
a series of meetings with each Department Head to review and discuss them. These meetings, held in May,
also assist the City Manager to formulate his priorities.

Budget workshops with the City Council are held during the months of June and July. These workshops are
open to the public and are posted per the Open Meeting Law. The workshops allow the City Council to
receive input on the budget from the City Manager as well as the Department Heads. It is through these
workshops that the City Council forms its priorities for the proposed budget. After these workshops the
City Manager formulates a proposed budget with guidance from the Council.
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In accordance with the City Charter the proposed budget is presented to the City Council in column format.
Opposite the revenue and expenditure items, the actual amount of each item for the last completed fiscal
year, the estimated amount for the current fiscal year and the proposed amount for the ensuing fiscal year
shall be shown. It is at this meeting that the dates for the Public Hearings and the Adoption of the budget
are set. The proposed budget is sent to the Library for patrons to view, is available by request in the
Administration office, and is published on the City’s website.

Notices of Public Hearing are published in the newspaper and on the City website at least five days before
the hearing. The hearing provides an opportunity for citizens to express their ideas and opinions about the
budget to their elected officials. Two public hearings were held for the planning of this budget per Truth-
in-Taxation guidelines.

Following the public hearings the budget is ready to adopt. Per the City Charter, “the budget shall be
adopted by the favorable vote of a majority of the members of the whole council”. If the budget is not
adopted before September 27 the budget submitted by the City Manager shall be deemed to have been
finally adopted by the council.

The budget calendar that follows outlines the budget process.

FY 2016-2017 BUDGET AND TAX CALENDAR

Date Due Event/Requirement/Action

March 31 Budget Kickoff Meeting

April 04 IT Deadline for Technology Related Fixed Asset Requests

May 06 Planning Forms Due — Capital Improvements, Fixed Assets, and Personnel Requests
Line Item Worksheets and Data Input Due

May 11 Department Head Presentations of Their Top Five Fixed Asset Requests

May 27 New Outside Agency Applications and All Outside Agency Funding Requests Due

June 02 —20  Meet with Department Heads separately on their budgets
August 02 Present Proposed Budget to the Council

August 02 Budget Workshop and Discussion

August 09 Record Vote on Tax Rate

August 23 Public hearing on budget and tax rate

September 06 Public hearing on budget and tax rate

September 13 Meeting to adopt the budget, fee schedule, and tax rate

NOTE: The City’s Charter requires one public hearing on the budget. In the event that the City’s proposed tax rate
will not raise more property taxes than the prior year’s tax rate, the City is not required to hold two public hearings or
publish a notice of tax increase. The City does, however, hold one public hearing on the tax rate in conjunction with
the required public hearing on the budget even though it is not required.

AMENDING THE BUDGET: After conducting a public hearing on the proposed budget amendment, the
Council may adopt the budget amendment by ordinance and by a favorable vote of a majority of the
members of the whole council. In May, a workshop is conducted with the City Council to discuss mid-year
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budget adjustments. The City budget may be amended and appropriations altered by ordinance at this time
also.

CITY FUNDS

As previously stated, the City is organized into Funds. For financial purposes, a fund is a separate
accounting entity with revenues and expenses segregated for the purpose of carrying out a specific purpose
or activity. The following table provides additional information about each fund.

General/ Accounts for all transactions not required to be

Governmental accounted for in any other Fund. Y Y Y Y

Accounts for the accumulation of resources for, and

Debt Service/ the payment of, general long-term debt principaland | Y | Y | Y | Y

Governmental .
interest.
Fixed Assets/ Accounts for the acquisition of items that cost v N % N
Governmental $1,000 or more each.
Capital Projects/ Accounts for the acquisition and construction of
) : o Y Y Y Y

Governmental major capital facilities.
Hotel/Motel/ Accounts for the levy and utilization of the

. Y N Y Y
Special Revenue hotel/motel occupancy tax.
Restricted Court/ Accounts for revenues generated from court fines

. . . Y N Y Y
Special Revenue that are restricted for a specific purpose.

Employee Benefits/ | Accounts for the collection and payment of

Special Revenue insurance premiums.
Utility/ Accounts for operations related to providing water v v v v
Proprietary and wastewater service to the citizens.
Drainage/ Accounts for operations related to providing v % % v
Proprietary drainage service to the citizens.
Sanitation/ Accounts for operations related to providing

. o . ) . . Y Y Y Y
Proprietary sanitation service to the residential community.
Fiduciary Account for resources that are held by the

government as a trustee or agent for parties outside
the government and cannot be used to support the
government’s Own programs.

A = Appropriated; M = Major Fund; B = Included in Budget; C = Included in CAFR

N/A | N/A | N/A | N/A
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The following table shows the funds in which the different departments and functions are located.

GENERAL SPECIAL REVENUE UTILITY DRAINAGE | SANITATION
City Council Restricted Courts: Public Works: Public Works: | Public Works:
City Manager Municipal Court (20% Streets (10%) Drainage Sanitation
Assistant City Manager/ Water Admin (70%)
City Secretary Water Operations
Administration: Wastewater

Human Resources
Information Services
Municipal Court (80%)
Records Management
Finance:
Accounts Payable
Accounts Receivable
Auditing
Budget
Cash Management
& Investments
Grant Reporting
Payroll
Purchasing
Water Admin (30%)
Police:
Administration
Community Services
Criminal Investigations
Patrol
Planning/Development:
Building Inspection
Code Enforcement
Geographical
Information System
Planning
Fire:
Administration
Prevention
Operations
Library
Parks & Recreation:
Athletic Activities
Recreation Activities
Parks and Public
Grounds
Special Events
Public Works:
Drainage (17%)
Streets (85%)
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The following provides another view of how the City’s funds are structured:

General

Debt Service

Governmental Capital Projects

Fixed Assets Hotel/Motel

City of Harker
Heights Fund
Structure

Special Revenue Restricted Courts

Employee Benefits

Utility

Proprietary

Drainage

Sanitation

BUDGET BASIS

The accounts of the City are organized on the basis of funds and account groups, each of which is considered
a separate accounting entity. The operations of each fund are accounted for with a separate set of self-
balancing accounts that comprise its assets, liabilities, fund equity, revenues, and expenditures or expenses.

Governmental Funds (General, Special Revenue, Debt Service and Capital Projects) are prepared on a
modified accrual basis. This means that revenues are recognized as they are received and expenses are
recognized in the period in which the liability is incurred. All of the City’s obligations are budgeted as
expenses.

Proprietary Funds (Utility, Drainage, and Sanitation) are budgeted on a full accrual basis. Not only are
expenses recognized when a commitment is made, but revenues are also recognized when they are obligated
to the City.

The Comprehensive Annual Financial Report (CAFR) shows the status of the City’s finances on the basis
of “generally accepted accounting principles” (GAAP). In most cases, this conforms to the way the City
prepares its budget. An exception is the treatment of capital outlay in the Proprietary Fund. The budget
shows capital outlays as an expense and does not show depreciation expense. The CAFR, however, does
not show the capital outlay as an expense in the year of purchase, but rather depreciates the outlay over a
number of years.

The City’s Comprehensive Annual Financial Report shows fund expenditures and revenues on both a
GAAP basis and budget basis for comparison purposes.
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FINANCIAL AND BUDGET POLICIES

The purpose of developing a written financial management policy is to provide the City Manager and staff
with guidance in an area that is of prime importance to the citizens of Harker Heights. Following is a brief
summary of each of the City’s policies.

Budgeting — The City Council shall provide the City Manager with guidance prior to budget preparation as
to priority programs that it may want to add, change, or delete. The City Manager shall prepare a proposed
budget based on these priorities. The annual budget document shall be comprised of all City funds; each
fund shall contain a detailed listing of revenues and expenditures. The departmental budgets within each
fund shall contain a list of all personnel positions, proposed expenditures, estimated current year
expenditures and actual previous year expenditures by line item.

Balanced Budget — A balanced budget for the City is one where current revenues plus available unreserved
fund balances are equal to or greater than current expenditures.

Revenues & Reserves — The City shall budget revenues by analyzing historic revenue amounts for a five
year period taking into account the City’s current economic development status. The City’s fee schedule
will be reviewed annually to ensure that fees are consistent with the surrounding areas and that they cover
costs incurred by the City to provide specific services. The fund reserve shall be counted as revenue carried
forward starting with the next fiscal year budget. A contingency reserve shall be maintained in the major
funds at a level sufficient to provide for emergency expenditures and unanticipated revenue shortfalls. They
shall also provide a five-year projection for future fiscal years.

Expenditures — The City’s expenditures shall be budgeted based on historic expenditure analysis and new
expenses. The ten-year long range plan will be used as a focus point for personnel, fixed assets/capital
equipment, and capital improvements; revisions will be made as needed. Each department shall look at their
operations in relation to historical expenses and planned new costs. The Finance Director shall project
positions to include proposed new positions and proposed cost of living adjustments to show what effect it
will have on the budget. Benefits shall be projected using the rate changes provided by Texas Municipal
Retirement System, Scott & White Health Plan, Internal Revenue Service, etc. Modifications and
adjustments will be made as necessary in order to ensure a balanced budget is achieved.

Fund Balance — The minimum fund balance should be 90 days of operating expenditures for the General
Fund and the Utility Fund. The intent is for each fund to be self-sufficient; interfund transfers should
primarily involve reimbursement for cost or services.

Purchasing — City departments have the responsibility to see that their budget accounts are not overspent.
The City utilizes a centralized purchasing system. All purchase requisitions ($150 - $499.99) and purchase
orders ($500+) are to be submitted to and approved by the Finance Department. The Finance Director has
the authority to approve expenditures of up to $499.99 for goods, services or public improvements where
funds have been appropriated in the current budget. Purchases $500 or more require approval of the Finance
Director and City Manager. Items over $1,000 require at least three written quotes obtained by the
department; items over $50,000 will be bid out by the Finance Department with assistance from the
requesting department.

Cash Management — The Finance Director is responsible for the design and implementation of reliable and
effective cash-flow forecasting. The City shall deposit its funds only in a deposit account that is insured by
the Federal Deposit Insurance Corporation (FDIC) or fully collateralized by securities which are authorized
by law to be used to collateralize the City’s deposits. Depositories shall be selected in accordance with state
statutes.
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Investment — The Finance Director will be responsible for investing City funds in such a manner that the
absolute return on invested capital may be maximized while the risk to invested capital is minimized. It is
the intent of the City to be in complete compliance with local law and the Texas Public Funds Investment
Act. The City’s investments will be reviewed annually by the city’s auditor as part of the annual audit
process. It is the policy of the City that all funds shall be managed and invested using the following
priorities:

= Suitability. Any investment eligible in the investment policy is suitable for all City funds.

= Safety of Principal. This is the foremost objective of the City. Investments shall be undertaken in a
manner that seeks to insure the preservation of capital in the overall portfolio.

» Liquidity. Portfolio maturities will be structured to meet the obligations of the City first, and then to
achieve the highest return of interest consistent with the objectives of this policy.

= Marketability. Securities with active and efficient secondary markets are necessary in the event of an
unanticipated cash requirement.

= Diversification. Diversification will include diversification by maturity and market sector as well as
the use of a number of broker/dealers for diversification and market coverage. Competitive bidding will
be used and the suitability of each investment decision will be made on the basis of the other objectives.

» Yield. The City’s investment portfolio shall be designed with the objective of attaining a market rate
of return throughout budgetary and economic cycles, taking into account the City’s risk constraints and
the cash flow of the portfolio.

= Public Trust. All participants in the City’s investment process shall seek to act responsibly as
custodians of the public trust.

Debt Management — Debt shall not be used for current operational expenses. The repayment of debt shall
not exceed the useful life of the project or item purchased. Interest earned on revenue obtained from the
issuance of debt obligations shall be credited to the benefit of the fund to complete the project or to the
benefit of the fund responsible for repayment of the debt. In order to maintain the financial reputation of
the City of Harker Heights, the City Council shall seek the assistance of a financial advisor concerning all
debt that exceeds one year.

Audit — An independent audit will be conducted annually. The city will produce annual financial statements
in accordance with generally accepted accounting procedures as outlined by the Governmental Accounting
Standards Board (GASB). The City will produce a Comprehensive Annual Financial Report which meets
the requirements for the Government Finance Officers Association’s (GFOA) Certificate of Achievement
for Excellence in Financial Reporting. The City has received ten consecutive Certificates of Achievement.
The City will also produce an annual budget document, which meets the criteria for GFOA’s Distinguished
Budget Presentation Award. The City has received the award for the past fifteen years.
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HISTORY OF HARKER HEIGHTS

The land on which the current City of Harker Heights is located drew inhabitants long before the City was
incorporated. Native Americans were prevalent in the area long before the first settlers arrived here. No
doubt the Native Americans were drawn to the area because of its’ natural beauty, just as those who come
today. The influence of the Native Americans is seen in street names today, such as Comanche Gap Road.
Comanche Gap Road is named for the natural “gap” in the hills that the Native Americans utilized in their
travels. This “gap” in the hills was utilized by Native Americans as late as 1870. Indian campsites in the
area have been dated to as far back as 200 years. Later in history, cattle drives were said to have commonly
come through the City along portions of what is our current FM 2410.

The land comprising the original City of Harker Heights was utilized in the 1940’s for its agricultural
benefits. However, the original owners of the property, Pinckney R. Cox and Harley Kern, envisioned a
town evolving from where their agricultural interests then stood. In 1955, the creation of the Water Control
and Improvement District #4 set the stage for water improvements to the 400 acres Cox and Kern owned.
The roots of the new city grew further when in 1957 Cox began subdividing the lands and selling lots. Mr.
Kern became ill in 1957 and was unable to participate in the subdividing and died later that year. Individuals
who purchased lots wanted a water system. Pinckney R. Cox took leadership in getting a water system
established for the residents. The water system was in place by 1960. Sometime before the completion of
the water system, residents of the area filed a petition for an incorporation election. On September 24,
1960, voters approved the incorporation and the Town of Harker Heights was born. The town took part of
its name from one of its’ two founders, Harley Kern. In October of 1963, Harker Heights officially
designated its’ name as a city.

The City has been influenced significantly by Fort Hood, a military base that began as Camp Hood back in
1942. In 1951 the Camp received Fort status.

The city at its inception was approximately 950 acres in size. Through various annexations, the city grew
from 945 acres to its current size of 9,064 acres. Due to annexations and growth, population increased from
a projected 600 in 1960 to today’s estimate of over 26,000 residents.

> Original Town |

City of Harker Heights
w/ Original Town Identified and Future Annexations in Grey
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CITY AND AREA DEMOGRAPHICS

LOCATION

Harker Heights is located in Bell County just off of U.S. Highway 190 approximately 15 miles west of
Interstate 35. The cities of Killeen and Nolanville border the city; however, Fort Hood is just a few miles
away. The City of Harker Heights is located 60 miles north of Austin, 150 miles northeast of San Antonio,
190 miles northwest of Houston, 65 miles southwest of Waco, and 162 miles southwest of Dallas/Ft. Worth.

Dallas |
@

L] i
ﬂ Waco .
Austin |
Hnustnr],}
Sam Antonio = .t
) ,‘fV
Fort Hood Militsrsy fhia

Fe=zervation

olanwille

illeen
Harker Height=s 2

(Source: Mapquest and AltaMap)

CLIMATE

Annual Average High Temperature (degrees CeISIUS) ....uiiiiiriiiiieiiieeiieeiieesieeeiee e eereeesveeevee e 96.8
Annual Average Low Temperature (degrees CeISIUS) .....uivviriiririeriierienieiiesieereereereeseesseeseaessnessneans 35.5
Annual RAINTAll (INCHES) .....vviiiiiiiiieiiieie ettt ettt e st e st e ssbeesseenseessaesaessaesseessnesssenns 343
AnNNUal SNOWTAIL (INCHES) ....vviiiiiiiiie et ettt be e e te e e s b e e s be e e ebeeeareeesaeenens 0.4
EIEVALION (TEO1)...eeuiiiiiieiii ettt ettt ettt et e s bt e st estbesebeesbeessaesba e saessaessbeassessseasseasseesseesseensaensnas 748
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The population growth and dynamics of Harker Heights have been shaped by various factors from the
natural beauty of the area to the military reservation, Fort Hood, just a few miles away.

HARKER HEIGHTS POPULATION
2010
2000
1990
1980
1970
0 5,000 10,000 15,000 20,000 25,000 30,000
Harker Heights’ population increased 9,392 people since the last Census was taken.
1980 1990 2000 2010
Harker Heights 7,600 12,841 17,308 26,700
Belton 10,660 12,476 14,623 18,216
Bell County 157,889 191,144 237,924 310,235
ECONOMIC STATISTICS
Census 2010, Harker Heights:
White 14,145
Black/African American 5,084
American Indian/Alaska Native 136
Asian 1,004
Native Hawaiian/Other Pacific Islander 224
Hispanic/Latino (of any race) 4,920
Two or more races 1,142
Some other race 45
Median Age 31.6
LMCI TRACER/TX Workforce Commission, Killeen-Temple-Fort Hood Metropolitan Statistical Area:
2014 Total Income $16,576,889,000
2014 Per Capita Income $39,017
LMCI TRACER/TX Workforce Commission, Harker Heights:
2015 Average Unemployment Rate 4.7%
Bell County Appraisal District, Harker Heights:
2016 Market Value $1,940,293,154
2016 Net Taxable Value $1,695,035,525
2016 Net Taxable Value, New Property $44,807,930
2016 Tax Rate $0.6770
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EDUCATION

Harker Heights is included in the Killeen Independent School District, which has thirty-two elementary
schools, ten middle schools, four high schools, an Early College High School, two alternative schools, the
KISD Career Center and several specialized campuses. Located within the boundaries of Harker Heights
are three elementary schools, two middle schools and one high school.

In 2012, the Texas Education Agency worked with advisory committees to develop a new rating system
based on the State of Texas Assessments of Academic Readiness (STAAR) and a new distinction
designations system.

Harker Heights Elem. Met Standard 3of6 -
Mountain View Elem. Met Standard 1 of6 -
Skipcha Elem. Met Standard 1 of6 -
Eastern Hills Middle Met Standard 1 of7 -
Union Grove Middle Met Standard 0of7 -
Harker Heights High Met Standard 0of7 97.5%

(Source: TEA Website)

Area Colleges and Universities include:

Central Texas College — Killeen: A public open-admission community college offering associate
degrees and certificate programs in academic, professional and vocational/technical fields.
Campuses include the Main Campus in Killeen and campuses in Fort Hood, the Pacific Far East,
Europe, and a Continental Campus that provides services at 25 military installations, and
participates in a Navy College Program.

Texas A&M University — Central Texas: Born in the spirit of community cooperation in September
1999 as Tarleton University — Central Texas, Texas A&M University — Central Texas became a
standalone university on May 27, 2009 as a member of the Texas A&M University System. It is
an upper-level institution offering bachelors and masters degrees; undergraduate degrees in 38
areas and graduate degrees in 26 areas.

University of Mary Hardin-Baylor — Belton: A Christ-centered institution of higher learning
operating in affiliation with the Baptist General Convention of Texas and offering numerous
undergraduate and graduate programs.

Temple College — Temple: A public community college that offers a baccalaureate or higher degree
and is a point of access for numerous professional fields such as medicine, law, and education.
Campuses include the Main Campus in Temple and centers in Taylor and Cameron.

University of Texas — Austin: A major research university offering more than 100 undergraduate
and 170 graduate degree programs in order to provide superior and comprehensive educational
opportunities at the baccalaureate through doctoral and special professional educational levels.

Central Texas College (Killeen)* 80,514 15,969 3,885 3,219
Texas A&M Central Texas 2,452 2,522 727 685
University of Mary Hardin-Baylor 3,733 3,898 730 754
Temple College 5,197 n/a 719 n/a
University of Texas, Austin 51,313 50,950 13,982 13,887

*Fall 2014 enrollment number includes online students; Fall 2015 does not
(Source: School’s website, Public Relations and/or Research Departments)
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MAJOR EMPLOYERS

Employer Number of Employees
Killeen Independent School District (Harker Heights Campuses) 722
Wal-Mart Supercenter 537
City of Harker Heights 269
HEB Grocery Store 243
Indian Oaks Retirement Center 186
MAJOR TAXPAYERS
Taxpayer Taxable Value
HH/Killeen Health System LLC $50,128,045
Cole MT Harker Heights TX LLC $32,789,000
HH/Killeen Health System LLC $28,000,000
Wal-Mart Real Estate Business Trust $17,495,874
Oncor Electric Delivery Co LLC $11,991,050
Sam’s East Inc. $9,979,350
HH/Killeen Health System LLC $9,094,219
HEB Grocery Company LP $6,345,344
Target Corporation $5,858,039
Sam’s Real Estate Business Trust $5,835,997
UTILITIES

Electric: The Transmission and Distribution Utility for Harker Heights is Oncor Electric Delivery
Company. Oncor is responsible for delivering electricity, reading the meters, and maintaining poles and
wires. Residents of Harker Heights have the ability to choose their Retail Electric Providers. This is the
company who sells and bills for the electricity as well as provides customer service. The website
powertochoose.org allows residents to research these providers along with their rates for free.

Gas: The sole natural gas provider in Harker Heights is Atmos Energy.

Water Supply: Supplier City of Harker Heights
Water Source WCID #1-Surface Water
Maximum Daily Capacity 13.5 Million Gallons
Daily Average Consumption 4.2 Million Gallons

Sewer System: Operator City of Harker Heights
Treatment Plant Activated Sludge
Maximum Daily Capacity 3.0 Million Gallons
Daily Average Treatment 2.8 Million Gallons

TRANSPORTATION

Highways — U.S. Highway 190 passes through Harker Heights. Highway 190 enables easy travel to the
neighboring cities to the west. Traveling east on Highway 190 will take you to Interstate Highway 35. IH-
35 links the City to some of Texas’ larger cities such as Austin, San Antonio, and the Dallas/Fort Worth
area.

Air — Killeen/Fort Hood Regional Airport is located in the heart of Texas, adjacent to Fort Hood. It offers
direct, non-stop commercial airline service daily via American (flying to/from Dallas/Fort Worth
International Airport), United (flying to/from George Bush Intercontinental Airport in Houston), and Delta
(flying to/from Hartsfield-Jackson International Airport in Atlanta, Georgia).
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CITY OF HARKER HEIGHTS
MISCELLANEOUS STATISTICS

Date of Incorporation: 1960
Form of Government: Home Rule

Sep 2016| Sep 2015| Sep 2014 Sep 2013| Sep 2012
Number of employees (excluding police and fire):
Classified 108 106 100 99 96
Exempt 18 18 18 18 18
Area in square miles 15.7 15.4 15.4 154 154
Name of Government Facilities and Services:
Miles of streets 145.40 145.64 144.16 140.00 166.49
Number of street lights 1,470 1,445 1,438 1,141 1,262
Culture and Recreation:
Recreation Center 1 1 1 1 1
Parks 8 8 8 7 6
Park acreage 194 194 194 194 177
Swimming pools 1 1 1 1 1
Library:
Annual Circulation 176,788 199,529 166,256 165,405 152,117
Fire Protection:
Number of stations 2 2 2 2 2
Number of fire personnel and officers 45 45 44 44 44
Number of calls answered 3,930 4,049 3,547 3,627 3,643
Number of inspections conducted 444 600 800 933 540
Police Protection:
Number of stations 1 1 1 1 1
Number of police personnel and officers 62 61 63 63 63
Number of patrol units 20 20 20 17 17
Number of trailers 3 3 3 3 3
Number of law violations:
Physical arrests 2,386 1,173 1,496 1,320 1,593
Traffic violations 2,979 3,916 8,126 8,800 8,776
Parking violations 27 42 27 58 139
Sewage System:
Miles of sanitary sewers 131.33 130.36 125.92 121.43 120.62
Miles of storm sewers 9.5 9.5 9.5 9 9
Number of treatment plants 1 1 1 1 1
Number of service connections 9,228 8,959 8,842 8,586 8,580
Daily average treatment in gallons 2,780,000 1,940,000( 1,790,000 1,880,000 1,760,000
Maximum daily capacity of treatment plant in gallons 3,000,000( 3,000,000( 3,000,000 3,000,000 3,000,000
Water System:
Miles of water mains 187.10 179.13 177.55 172.66 171.13
Number of service connections 10,638 10,384 10,006 9,666 9,740
Number of fire hydrants 1,102 1,102 1,101 1,090 1,080
Daily average consumption in gallons 4,162,500 4,000,000 3,953,600 4,325,315( 4,534,268
Maximum daily capacit