
A Note from Mayor Short Regarding the Proposed FY 2019-2020 Budget 

 

No elected official enters office wanting to raise taxes. However, when Council 

reviewed the first draft budget based on the rollback rate of 0.119743 per $100 

valuation, it was clear that adopting the rollback rate would not generate the 

tax revenue needed to continue current service levels and plan appropriately 

for the future. Council looked for items to cut but the City already operates on 

a very lean budget.  

There are several reasons why the City Council has proposed a Budget 

generating revenue in the amount of 1.3 million dollars for the General Fund 

with a tax increase from 0.150000 (15 cents) to 0.165000 (16.5 cents) to 

support the Budget. This proposed increase will cost the average McLendon-

Chisholm homeowner approximately $65 per year.  

 

• The rollback rate for FY 2019-2020 is lower than the effective rate this 
year due to extra debt payments that were applied the last two years. The 
extra debt payments “pushed” the rollback rate to a much higher number 
as debt service may rise as high as necessary to cover debt expenses 
including scheduled debt payments and any extra debt payments.  
 

• This Council has indicated a preference to move funds from the debt side 
to the operating and maintenance side of the budget where funds are 
needed most to maintain and enhance services. This causes the rollback 
rate to decrease. This explains why the rollback rate is lower than the 
effective rate this year.  
 

• In a past election, citizens voted for a portion of sales tax to be dedicated 
to property tax relief. This also causes the rollback rate to shrink by 
approximately a penny. 
 

• The City also provides a 65 and older tax exemption. While great for our 
older population it does cause a loss of revenue.  
 

• Currently the City has surplus funds but those funds are not dedicated 
for a particular purpose. This causes confusion as it may appear funds 
are available for general operating expenses and could suggest that a 
tax rate increase is unnecessary. Most cities maintain some level of fund 
balance and/or plan for future major purchases by establishing a Capital 
Improvement Fund. Fund balance amounts vary from city to city as 
priorities are determined by Council. Smaller cities generally maintain a 



higher level of fund balance as a percentage of the budget as compared 
to larger cities due to smaller cities having fewer revenue sources.  A 
fund balance policy allows a city to consider fund balance needs when 
budgeting and setting a tax rate. 

 

• A fund balance policy allows the City to dedicate funds for assigned or 
unassigned uses. The proposed 0.165000 rate will provide a surplus of 
funds for 2019-2020 that may be applied to various fund balances 
including a Fire Capital Replacement Fund. A Fire Capital Replacement 
Fund will allow for the City to accumulate funds over time to replace 
outdated or worn equipment for the purpose of purchasing a new fire 
engine or other apparatus as considered necessary.  A new fire engine 
could cost as much as $800,000. Rather than issuing new debt when the 
replacement engine is required, adequate fund balance would allow the 
City to purchase the needed equipment without acquiring any new debt. 
Additionally, the City’s financial advisors suggest establishing a fund 
balance policy for other uses such as revenue shortfalls or emergencies.  

 

• If the City only adopts the rollback tax rate, the City will consume much 
of the existing surplus in FY 2020-2021 when the SAFER Grant funds 
dwindle and the City must fund an additional $218,000. Further, fire 
department operations will be unable to continue at the same service 
level when the SAFER Grant expires in FY 2021-2022 when the City 
must fund an additional $252,000. Adopting only the rollback rate will not 
allow the City to adequately plan for unforeseen events, revenue 
shortfalls or replacement of capital equipment.  

 

• TxDOT is proposing a payment of 4.5 million dollars for a replacement 
fire station. This station will serve the City for many years and will not cost 
taxpayers anything to build. However, the station will not have adequate 
personnel for 24/7 fire operations without an increase in revenue when 
SAFER Grant funds expire.  
 

• The proposed 0.165000 also allows for funds for code enforcement 
services allowing the City to enforce current ordinances related to health, 
safety welfare and protection of property values. Presently, the City does 
not have a Code Officer on staff.  
 
The proposed 0.165000 allows for modest raises for some staff to be 
determined by Council and allows for the hiring of additional City Hall staff 
should the need arise during the year. No additional staff will be hired 
without Council approval.  
 



 
From my perspective, the proposed Budget and Tax Rate is reasonable 
and fiscally responsible.  
 
The proposed Budget is available for review on the City website 
https://mclendon-chisholm.com/wp-content/uploads/2019/08/FY-2019-
2020-Proposed-Budget.pdf or a copy may be obtained at City Hall.  
 
Staff is also available to answer questions regarding the proposed 
budget. For questions, call City Hall 972-524-2077 or email City 
Administrator Lisa Palomba lisa@mclendon-chiholm.com.  
 
Additionally, public hearings on the proposed FY 19-20 Budget and Tax 
Rate will be held September 10, 2019 at City Hall, 1371 W. FM 550, 
McLendon, Chisholm. I encourage anyone interested to attend the public 
hearings and voice your concerns. 
 
Sincerely,  
 
Keith Short, Mayor  
City of McLendon-Chisholm 
 
 
 
 

 

https://mclendon-chisholm.com/wp-content/uploads/2019/08/FY-2019-2020-Proposed-Budget.pdf
https://mclendon-chisholm.com/wp-content/uploads/2019/08/FY-2019-2020-Proposed-Budget.pdf
mailto:lisa@mclendon-chiholm.com

