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CITY COUNCIL FINANCE COMMITTEE AGENDA
TUESDAY, OCTOBER 21, 2025, 8:00 AM
Huntsville City Hall, 1220 11th Street, Huntsville, Texas, 77340

Persons with disabilities who plan to attend this meeting and may need auxiliary aids or services are requested to contact the
City Secretary’s office (936.291.5413) two working days prior to the meeting for appropriate arrangements.

1 CALL TO ORDER

2 DISCUSSION/CONSIDERATION
The Finance Committee will hear presentations, discuss, and may consider recommendations to the
City Council on the following items.

a  Consider the minutes of the August 19, 2025 Finance Committee meeting.
Lance Hall, Finance Director

b Budget Amendment(s) FY 24-25
Lance Hall, Finance Director

¢ Budget Amendment(s) FY 25-26
Lance Hall, Finance Director

d Consider proposed change to Purchasing Policies - vote by Committee needed
Lance Hall, Finance Director

e Discussion of Fiscal Policies with proposed changes
Lance Hall, Finance Director

f Discussion of Proposed 2025-2026 Fee Schedule
Lance Hall, Finance Director

3 ADJOURNMENT

CERTIFICATE

I do hereby certify that the above notice was posted on the City Hall bulletin board, a place convenient
and readily accessible to the general public at all times, and to the City’s website,
www.HuntsvilleTX.gov, in compliance with Chapter 551, Texas Government Code.

DATE OF POSTING: October 15, 2025 Sharen Settult
TIME OF POSTING: 4:00 p.m. Sharon Schultz, Deputy City Secretary
TAKEN DOWN:
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CITY COUNCIL FINANCE COMMITTEE AGENDA

10/21/2025

Agenda Item Number: 2.a.

Agenda Item: Consider the minutes of the August 19, 2025 Finance Committee meeting.

Initiating Department/Presenter: Finance

Presenter:
Lance Hall, Finance Director

Discussion: Consider the minutes from the Finance Committee meeting on August 19, 2025

Financial Implications:

Associated Information:
1. Fin Comm Minutes 8.19.2025
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Finance Committee Minutes

August 19, 2025

Members Present: Jon Strong, Vicki McKenzie, Karen Denman, and Pat Graham

Staff Present: Scott Swigert, Sam Maisel, Lance Hall, and Kathlie Jeng-Bulloch
The agenda items discussed were:

e Approved the minutes of the July 1, 2025, meeting.

e Lance discussed the property tax rates related to the FY 25-26 budget, and passed
out a handout showing the possible rates that the City Council could adopt and the
amount of revenue each property tax rate could bring in.

e Kathlie passed out an updated drainage CIP schedule showing the drainage projects
that were going to be completed using the $15M 2025 Series Drainage Bond money.
We may receive some grant money, and if we do, then additional drainage projects
will be added to the list. The finance committee members spoke again about the
importance of the drainage projects.
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CITY COUNCIL FINANCE COMMITTEE AGENDA

10/21/2025

Agenda Item Number: 2.b.

Agenda Item: Budget Amendment(s) FY 24-25

Initiating Department/Presenter: Finance

Presenter:
Lance Hall, Finance Director

Discussion: Discussion and possible action on proposed Budget Amendment(S) FY 2024-2025

Financial Implications:

Associated Information:
1. BA - PEB Trust FY 24-25 - Fin Comm and Council
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Budget Amendments FY 24-25
Fin Comm & City Council - October 21, 2025)

Exhibit A Increase: General Fund -City Manager's Office -Salaries & Benefits S 49,753
Increase: General Fund - Police - Salaries & Benefits S 22,597

Increase: General Fund - Streets - Salaries & Benefits S 1,734

Increase: General Fund - Transfer from PEB Trust S 74,084

Increase: PEB Trust Fund - Transfer to General Fund S 74,084

Funds are coming from PEB Trust Fund Balance S 74,084

City Policy includes provision for paying 2/3 of unused Sick Leave into a Retiree Health
Savings account for an employee who is retiring and will be receiving TMRS retirement
payments and who is less than 65 years of age at their retirement date. The policy was
Explanation:|implemented in the 17-18 fiscal year effective January 1, 2018. There were 2 employees in
the fiscal year 24 - 25 that were qualified to receive this benefit. Intent of the Policy is to
use PEB Trust funds to pay for this retirement benefit of paying 2/3 of unused Sick Leave
into an RHS for qualifying employees retiring. The PEB Trust was created to offset OPEB
Liability and eventually pay for various retiree benefits such as this 2/3 Sick Leave.
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CITY COUNCIL FINANCE COMMITTEE AGENDA

10/21/2025

Agenda Item Number: 2.c.

Agenda Item: Budget Amendment(s) FY 25-26

Initiating Department/Presenter: Finance

Presenter:
Lance Hall, Finance Director

Discussion: Discussion and possible action on proposed Budget Amendment(s) FY 25-26.

Financial Implications:

Associated Information:

Exhibit A BA FY 25-26 Fin Comm - Computer Equipment Fund AV Equipment
Exhibit B BA for Rifle-Resistant Body Armor

Exhibit C BA FY 26 Airport Road Realignment Project

Exhibit D Carry Overs from FY 2025 to FY 2026

Exhibit e Carry Overs from FY 2025 to FY 2026 details

v wNE
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Exhibit A

Budget Amendments FY 25-26
Fin Comm & City Council -October 21,2025

Increase: Computer Equipment Fund - Cap.Mach/Tools/Equip. S 63,000

Decrease: Computer Equipment Fund - Fund Balance S 63,000

Staff is requesting the use of Fund Balance of the Computer Equipment Fund to cover
additional Audio Visual (AV) equipment for the New City Hall project. The projected
Explanation:| Fund Balance for the Computer Equipment Fund at 9/30/25, before this proposed use, is
$750K. There is no required minimum for the Fund, but this Fund is an Internal Service
Fund and requires City Council approval for the use of these funds. Approval of this
budget amendment will enable the purchase of AV equipment for the City Hall project.
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Budget Amendments FY 25-26
Fin Comm & City Council- October 21,2025

S 82,316

Exhibit B Increase: Grants
$ 82,316

Increase: Grant Expenses

The City applied and was awarded a grant to purchase Rifle-Resistant Body Armor. The

Police Department is prepared to use these grant funds to purchase the necessary Body

Armor. Approval of this budget amendment will allow the grant funds to be utilized for
these purchases.

Explanation:
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Exhibit C

Budget Amendments FY 25-26
Fin Comm & Council -October 21,2025

Increase

: General CIP Fund - Airport Road Alignment S 236,652

Decrease

: Airport Fund - Contributions S 215,138

Decrease

: Airport Fund - Fund Balance S 21,514

Explanation:

New funds are being deposited into this project due to the sale of no-access land to
TxDOT for relocating the Airport Road to the signalized intersection at Kate Barr-Ross
Park and Hwy 75. On September 16, 2025, the City Council approved the City Manager to
enter into an agreement with KSA Engineering for professional engineering services for
Huntsville Municipal Airport-Airport Road. Approving this budget amendment will allow
the land sale proceeds to be used for the Airport Road Realignment Project.
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Budget Amendments FY 25-26
Fin. Comm & City Council October 21,2025

Supply chain issues and shortages of all kinds of inventories in general have impacted the City being able to

complete purchases of all kinds of goods and services. Due to these issues that the City has no control over

there are various purchases of goods and services in FY 24-25 that could not be completed. The following
Explanation: purchases listed which were budgeted for in FY 24-25 are being requested to be "rolled" to the FY 25-26 Budget.

The "source" of funds for these "rolled" purchases is Unallocated Reserves/Fund Balances of the applicable

Funds. In that the purchases were budgeted for in FY 24-25 but were not able to be fully completed this will

have generated Unallocated Reserves/Fund Balance.
Exhibit D

Increase:|General Fund -Numerus Divisions S 2,415,805
Decrease:|General Fund -Unallocated Reserve S 2,415,805
Increase:|Utility Fund -numerus Divisions S 422,410
Decrease:|Utility Fund -Unallocated Reserve S 422,410
Increase:|Police Seizure & Forfeiture SRF S 22,799
Decrease:|Police Seizure & Forfeiture SRF - Unallocated Reserve S 22,799
Increase|PD Fed Equitable Sharing Fds SRF S 58,560
Decrease|PD Fed Equitable Sharing Fds SRF -Unallocated Reserve S 58,560
Increase:|Police Grants SRF S 2,500
Decrease:|Police Grants SRF - Unallocated Reserve S 2,500
Increase:|Arts &Visitor Center -SRF S 66,058
Decrease:|Arts & Visitios Center SRF-Fund Balance S 66,058
Increase:|Capital Equipment Fund - S 2,795,984
Decrease:|Capital Equipment Fund-Fund Balance S 2,795,984
Increase:|Hotel/Motel Fund - S 59,350
Decrease:|Hotel/Motel -Fund Balance S 59,350
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Budget Amendments FY 25-26

Fin. Comm. & City Council October 21,2025

FY 2025 CARRY OVER ITEMS FOR CITY COUNCIL

Exhibit E

Increase:

General Fund -numerus Divisions

Decrease:

General Fund -Unallocated Reserve

101-323-53051  Street Paving Contract PO # 2025-296 $ 891,104.00
101-323-55070 | IMS Street Condition Study PO # 2025-30¢ $ 22,780.00
101-389-55070  Fleet Building Extension PO # 2025-332 $ 59,918.60
101-551-55080 Gym Equipment PO # 2025-359 (Most Received in FY 25) S 2,388.55
101-552-55070  Consulting Services - KAK PO # 2025-196 $ 18,895.50
101-552-54040 Cylinder Rebuilds (Ladder Trk) PO # 2025-360 $ 31,086.18
101-552-54040 Burnt Up Wiring Harness Fire Trk S 115,830.43
101-552-69041 Fire(Pumper) Truck PO #2025-128 Approved in FY 23 Budget as DF S 1,056,966.00
101-647-54040 Library Generator Insurance Payment S 35,796.00
101-715-55070 LJA Engineering PO # 2025-300 Drainage Reports and Reviews. Task Order # 25-

10-06 $ 150,000.00
101-717-55070 LJA Engineering PO # 2025-103 Plan Review and Drainage Reports. Task Order #

25-10-05 $ 23,840.00
101-717-55070 LJA Engineering PO # 2025-081 Drainage report Reviews. Task Order # 24-12-01 | § 7,200.00

$ 2,415,805.26
Increase:|Utility Fund -numerus Divisions
Decrease:|Utility Fund -Unallocated Reserve

220-1220-55070 Disaster Consulting Group -Stuart Consulting PO # 2025-109 S 25,633.00
220-1220-55070 | Aurora Technical Services - PO # 2025-233 for Review of Subdivision Plans and

Traffic Impact Studies of Private Development projects (Approved 3.18.25) $ 133,955.00
220-1221-55070 Freese & Nichols PO # 2025-339, 2025-132, 2025-130 for Water & WW

Capacity. S 101,750.00
220-361-53060 | Spring Lake Filter System PO # 2025-357 S 38,806.60
220-361-53060 Carry Over for Automated Meters/Water Wells S 91,055.00
220-364-55070 AJ Brown Permit Renewal - PO # 2025-43 S 11,300.00
220-364-55070 Professional Services -Chlorine Room PO # 2025-376 S 19,910.00

S 422,409.60
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Increase:|Police Seizure & Forfeiture SRF
Decrease:|Police Seizure & Forfeiture SRF -Unallocated Reserve
611-554-52200 Drone for PD PO #2025-325 S 22,799
$ 22,799
Increase:|Pd Fed Equitable Sharings Funds SRF
Decrease:|Pd Fed Equitable Sharings Funds SRF -Unallocated Reserves
613-553-52130 (80) Glock 45 with Optic PO # 2025-283 $ 58,560
S 58,560
Increase:|Police Grants
Decrease:|Police Grants -Unallocated Reserves
614-559-57475 AED-Grant From Entergy S 2,500
$ 2,500
Increase:|Arts &Visitor Center -SRF
Decrease:|Arts & Visitors Center SRF-Unallocated Reserve
618-840-78040  City Hall Art from Commission would like to roll this Money into the S 22,100.00
618-840-78040 Planned Art Displays at new City Hall S 14,889.00
618-840-78040 Lee Jamison Gallery PO # 2025-367 balance for Mural Painting S 6,500.00
618-840-55070 Restoration & Preservation of Murals -restore downtown mural 11th st S 17,000.00
618-840-53010 House leveling & porches Engineering stages $ 5,569.00
S 66,058.00
Increase:|Hotel/Motel -Visitor's Center
Decrease:|Hotel/Motel Fund-Unallocated Reserve
663-881-55070 Tourism Strategic Implementation S 50,000.00
663-881-69020 Digital Kiosk PO # 2025-348 S 9,349.50
S 59,349.50
Increase:|Capital Equipment Fund -
Decrease:|Capital Equipment Fund-Unallocated Reserve
306-379-69041 Fire (Ladder) Truck - PO # 2025-163 Approved 11.19.2024 S 2,104,685.10
306-379-69040 Western Star/Heil Rear Load Garbage Trk PO # 2025-028 S 298,099.00
306-379-69040 Street Sweeper - PO # 2025-029 S 393,200.00
$ 2,795,984.10
Grand Total all Funds  $ 5,843,465.70
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CITY COUNCIL FINANCE COMMITTEE AGENDA

10/21/2025

Agenda Item Number: 2.d.

Agenda Item: Consider proposed change to Purchasing Policies - vote by Committee needed

Initiating Department/Presenter: Finance

Presenter:
Lance Hall, Finance Director

Discussion: Texas's new procurement limits for 2025, primarily set by the 89th Legislature's
Senate Bill 1173 and House Bill 4747, raise the state and local competitive procurement threshold
from $50,000 to $100,000, effective September 1, 2025

Financial Implications:

Associated Information:
1. Procurement Manual Draft September 2025 Imh
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City Of Huntsville

Purchasing Policy

Draft — May-20250ctober 2025
Revised July 3, 2023
Revised July 26, 2016
Revised March 15, 2022
Revised September 1, 2023
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Glossary of Terms

2 CFR Part 200 (Uniform Guidance): Federal regulations for federal awards to non-federal
entities. Procurement must comply with §§ 200.317 - 200.327 when using federal funds.

Addendum (plural: Addenda): A written instrument issued by the City that modifies or clarifies a
solicitation prior to the due date.

Annual Blanket Purchase Orders: A fixed-price agreement used for routine, recurring purchases
throughout the fiscal year. These purchase orders are commonly utilized for goods or services
required by multiple departments and help streamline procurement by eliminating the need to
issue multiple individual POs for similar items (e.g., periodic purchases of sack concrete).
Although typically tied to a single fiscal year, blanket purchase orders may extend across fiscal
years when supported by an active contract that specifies a valid term beyond one year.

Best Value: A procurement method in which award is based on an evaluation of factors beyond
price alone, with consideration given to the overall value to the City over the life cycle of the good
or service. Evaluation criteria may include, but are not limited to: price, quality, vendor location,
safety record, past performance or relationship with the City, and any other relevant factors
specifically identified in the solicitation.

Bonds: Financial instruments required to protect the City's interests in the procurement and
execution of certain contracts, particularly in public works projects.

e Bid Bond: A bond submitted with a bid to ensure that the bidder, if awarded the contract,
will enter into an agreement with the City under the terms proposed.

e Payment Bond: A bond that guarantees payment to subcontractors, suppliers, and
laborers providing goods or services under the contract. Required for all public works
contracts exceeding $50,000.

e Performance Bond: A bond that ensures satisfactory completion of a contract and
protects the City in the event of contractor default or failure to perform. Required for
public works contracts exceeding $100,000. (Also referred to as a “completion bond.”)

Blanket Additional Insured Endorsement: A provision in a general liability insurance policy that
automatically includes the City of Huntsville as an additional insured under specific contract
conditions.

Capital Assets: Tangible assets that, at the time of acquisition, have a value or cost of $5,000 or
more and a useful life exceeding one year. Capital assets must be recorded in the City’s asset
management system, and a City of Huntsville ‘Addition to Asset Form’ must be completed and
assigned an official asset number.
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Change Order: A formal written modification to an existing contract that alters the original scope
of work, specifications, quantities, contract amount, or performance timeline. Change orders are
typically issued to address unanticipated conditions, regulatory requirements, or changes in
project needs, and may result in an increase, decrease, or no change in cost or time.

Cloud-Based Services: Software, storage, or computing services delivered via the internet and
hosted on external servers. Cloud-based vendors must meet cybersecurity and data residency
requirements specified by the City.

Component Purchases: The purchase of individual components or parts of an item that, under
normal purchasing practices, would be acquired in a single purchase. Component purchases may
be considered a violation if used to circumvent competitive bidding requirements, particularly
when the complete item has previously been competitively bid or should be treated as a single
procurement.

Debarment: The formal disqualification of a vendor from participating in future City
procurements for a specified period due to documented non-performance, unethical conduct or
other violations.

Due Date: The specific date and time by which a quote, bid, proposal, or other solicitation
response must be received by the City. Submissions received after the due date are considered
late and will not be accepted or evaluated.

Emergency Purchase: A procurement made to address a critical, unforeseen situation in which
the City’s ability to protect public health, safety, or welfare would be significantly impaired if the
purchase is not made without delay. Emergency purchases must be limited to those goods or
services necessary to respond to the immediate situation.

Encumbrance: The accounting process by which the City reserves funds to cover the anticipated
cost of goods or services, thereby reducing the available budget balance for the applicable period.
Encumbrances ensure that funds are set aside when a purchase order or contract is issued,
helping to maintain budgetary control.

Formal Procedure: A competitive solicitation process in which responses must be submitted in a
sealed envelope to the City Secretary’s Office by the specified due date and time. Responses are
publicly opened in the presence of representatives from the requesting department and the
Purchasing Division. Formal procedures are required for City purchases exceeding $100,000, in
accordance with applicable state and local procurement regulations.

Historically Underutilized Businesses HUBs: Businesses that are at least 51% owned by one or
more individuals who are socially and economically disadvantaged, including minority- and
women-owned businesses, as certified by the State of Texas. For purchases of $5,000 or more but
less than $100,000, departments must, when applicable, contact at least two HUBs using a
rotational system based on the State Comptroller’s HUB directory. If no HUBs are identified in
Walker County, the City is exempt from this requirement.
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Informal Procedure: Solicitation process used for purchases below the formal bidding threshold,
in which responses are submitted directly to the requesting department. Responses may be
received by electronic means (e.g., email), facsimile, or physical delivery. Informal procedures are
typically used to expedite procurement while maintaining fairness and competition.

Individual One-Time Purchase: A purchase made at the department level for a specific good or
service that is typically required only once during a fiscal year. These purchases are not recurring
and do not warrant a blanket or contract-based procurement.

Invitation for Bids (IFB): A formal solicitation method used when the City is seeking competitive
bids for goods, equipment, or services that are clearly defined and for which an award can be
based on the lowest responsive and responsible bidder. An IFB includes detailed specifications,
contract terms, and submission requirements. Price is the primary factor in the award and
negotiations are not conducted.

Piggyback Cooperative: A form of intergovernmental cooperative purchasing in which one
governmental entity leverages the pricing, terms, and conditions of a contract awarded by
another governmental entity. The original contract must include language that permits such
usage by other public agencies.

Professional Services: Services provided by individuals or firms that require specialized
knowledge, formal education, and professional licensing or certification. These services involve a
high degree of skill, judgment, and expertise, and are generally exempt from competitive bidding
under Texas Government Code Chapter 2254. Examples include, but are not limited to:
accounting, architecture, engineering, medicine, real estate, and surveying.

Purchase Order: The City’s official written document issued to a vendor that authorizes a
purchase and formalizes the terms and conditions of the transaction. A purchase order serves as
a legal agreement between the City and the vendor for the delivery of specified goods or
services at agreed-upon prices.

Real Estate: Land and any buildings, structures, orimprovements that are permanently affixed to
it.

Request for Proposal (RFP): A formal solicitation method used when the City seeks solutions
based on defined criteria that extend beyond price alone. Respondents are invited to submit
proposals offering the best value to the City, considering factors such as qualifications,
methodology, experience, and cost. The RFP process allows for negotiation of terms and
conditions between the City and the selected proposer prior to contract award.

Request for Qualifications (RFQ): A solicitation method used to procure services that fall under
the definition of Professional Services, as defined by Texas Government Code Chapter 2254.
Responses are evaluated based solely on qualifications, and an award is made to the firm deemed
most qualified. Price is not considered until after the most qualified firm is selected.
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Responsible Responder: A respondent who has the capability in all respects to fully meet the
requirements of a solicitation and successfully fulfill the terms of any resulting contract. This
includes, but is not limited to, possessing the necessary skill, experience, integrity, financial and
technical resources, and compliance with all applicable standards and specifications outlined in
the solicitation.

Responsive Responder: A respondent who has submitted a bid or proposal that complies in all
material respects with the requirements, specifications, terms, and conditions set forth in the
solicitation. This includes proper completion and submission of all required forms, signatures, and
documentation as outlined in the solicitation package.

Separate Purchases: The procurement of individual items or services in multiple transactions
that, under normal purchasing practices, would be combined into a single purchase. This practice
may be considered a violation if used to circumvent competitive bidding requirements.

SOC 2 Type II: A cybersecurity compliance standard for service organizations that describes
controls relevant to security, availability, processing integrity, confidentiality, and privacy.
Required for vendors handling sensitive or hosted City data.

Sole Source: A procurement method used when goods or services are available from only one
known source, and no reasonable alternative or substitute exists. Sole source purchases must be
justified and documented in accordance with applicable laws and City policy and are typically
exempt from competitive bidding requirements.

Subcontractor: Any individual or business entity engaged by a vendor to provide goods, labor,
equipment, or services that are used in fulfilling the vendor’s obligations under a contract with
the City. Subcontractors operate under the direction of the primary contractor and are not in
direct contractual agreement with the City.

Suspension: A temporary exclusion from the procurement process pending investigation or
resolution of a performance or compliance issue. Suspended vendors may not receive awards
during the suspension period.

Term Purchase Order: A purchase order established for a defined period of time to allow for the
recurring procurement of specified goods or services under agreed-upon terms and pricing. Term
purchase orders facilitate efficient ordering and are typically used when needs are anticipated
throughout the duration of the specified term.

Value Engineering: A systematic technique used to improve the value of a project by identifying
cost-saving alternatives without compromising quality, performance, or functionality. Under this
approach, a contractor may:

1. Voluntarily propose more economical methods or materials and share in any resulting cost
savings; or

2. Be contractually required to establish a value engineering program and submit proposals
aimed at reducing costs while maintaining project objectives.
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Vendor/Contractor: An individual or business entity that provides goods, equipment, labor,
and/or services to the City in fulfillment of the terms and conditions outlined in an agreement,
contract, or purchase order. The vendor or contractor is responsible for delivering the specified
deliverables in accordance with the City’s requirements.
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Foreword

The City of Huntsville acknowledges the importance of identifying guidelines for city employees
that will enable them to make purchases for the City, while maintaining the integrity of its
financial controls. The purchasing process starts with the annual budget. The approval of the
City’s budget is the way the City Council approves management to spend on behalf of the City.
Purchasing is a key part of the process of turning the authorized city budget into actual services.
That process must be designed to allow staff to maximize results with limited resources while
ensuring compliance with all relevant local, state, and federal laws and regulations. Although the
respective department Directors may have the authority to spend within their budget, they must
follow specific purchasing procedures and possess an understanding of the procedures to ensure
a fair purchasing process.

Purpose

This purchasing Policy provides the necessary basic guidelines and information for the
procurement of goods or services for the City of Huntsville. The efficiency and effectiveness of
any public or private sector purchasing program are founded on sound management decision-
making principles. This Purchasing Policy defines basic principles of purchasing and is
incorporated into the City’s Policies and Procedures Manual.

Basic Principles of Purchasing and Internal Control
The basic tenet of public procurement is fair and open competition.

This principle ensures that:

e Public funds are spent responsibly and transparently.

e All qualified vendors have an equal opportunity to compete.

e Procurements result in the best value for taxpayers.

e Decisions are made free from favoritism, fraud, or conflicts of interest.

The City of Huntsville utilizes comprehensive checks and balances to minimize risks and errors
and the possibility of collusion and fraud. Some of the basic purchasing principles and goals that
city employees should be aware of include:

e New vendors/suppliers are investigated and evaluated.

e New vendors/suppliers are approved before adding to the Vendor Master File list in the
business system.

e Competitive prices are evaluated and obtained.

e Obsolete (no longer in business) vendors/suppliers or those that are no longer used are
deactivated in the Vendor Master File list of the business system.

e Purchases are made with the appropriate level of authorization and approval.

e Purchase Orders are properly prepared and authorized.
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e Purchases that exceed a department’s budget are held until a budget amendment is
processed per the City’s Fiscal and Budgetary Policies.

e Accounts payable disbursements are made with proper approvals.

e Prices charged on the vendor/supplier’s invoice must match the Purchase Order unless
otherwise approved by the Purchasing Department.

e Personnel who are authorized to purchase must ensure that the State of Texas bidding
and purchasing laws and standards are carefully followed.

Each department director must make sure that the above principles and guidelines, and all other
provisions of the Purchasing Policy, are in effect before orders are placed with vendors/suppliers.
Additionally, each department Director must ensure that adequate supporting documentation is
requested and received from vendors/suppliers to completely and accurately describe the goods
and/or services purchased and received.

Governing Authority

The primary governing authority for the City of Huntsville’s Purchasing Policy is established by the
City Charter and the Texas Local Government Code. All procurement activities shall adhere to the
City of Huntsville Purchasing Policy, City Charter, City Fiscal and Budget Policies, and all applicable
state and local laws.

In accordance with the City Charter, purchasing authority is ultimately vested in the City Council.
The City Manager, serving as the Chief Executive Officer of the City, is authorized to approve
purchases of goods and services not exceeding $100,000, in alignment with policies established
by the City Council. Any purchase exceeding $100,000 requires formal approval by the City
Council prior to the execution of any contractual obligation.

Per Ordinance No. 2010-9, it is the responsibility of each Department Director to ensure that all
purchases and requisitions exceeding $25,000 but not exceeding $100,000 are reported to the
City Council.

Compliance and Legal Penalties
Strict adherence to procurement laws is mandatory. Under Texas Local Government Code Section
252.062:

¢ A municipal officer or employee commits an offense if they intentionally or knowingly
make or authorize separate, sequential, or component purchases to avoid the competitive
bidding requirements of Section 252.021. This offense is classified as a Class B
misdemeanor.

e A municipal officer or employee commits an offense if they intentionally or knowingly
violate Section 252.021, other than by conduct described above. This offense is also
classified as a Class B misdemeanor.
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¢ A municipal officer or employee commits an offense if they intentionally or knowingly
violate any provision of this chapter, other than by conduct described above. This offense
is classified as a Class C misdemeanor.

Violations of these statutes not only carry criminal penalties but also undermine public trust and
the integrity of the City's procurement processes. All City employees involved in purchasing
activities are expected to fully comply with these legal requirements to ensure transparency,
fairness, and accountability in all procurement operations.

Purchasing Code of Ethics

We Commit To:

e Upholding the highest standards of honesty, integrity, and impartiality in all procurement
activities, avoiding any actions that would result in personal gain or misuse of public trust.

e Avoiding and eliminating all conflicts of interest, both real and perceived, in the execution
of our duties.

e Conducting ourselves in a manner that reflects personal honor and professional ethics,
fostering public confidence in the integrity of the procurement process.

e Ensuring transparency and accountability by openly communicating procurement actions
and decisions in accordance with applicable laws and policies.

e Pursuing ongoing professional development and training to remain current with federal,
state, and local procurement statutes, rules, and best practices.

¢ Promoting fairness and competition by eliminating processes or practices that create bias
or unequal treatment of vendors.

e Refusing to accept gifts, favors, or gratuities, and refraining from making personal
purchases through business relationships, as such actions compromise the ethical
principles of our profession and the public’s trust.

All City personnel involved in procurement activities—whether directly or indirectly—are
expected to uphold the standards set forth in this Purchasing Code of Ethics. This includes
individuals involved in specification development, quote or bid evaluations, requisition
approvals, contract oversight, and payment authorization.

To promote shared accountability, all employees participating in purchasing-related decisions
shall review and sign a Purchasing Code of Ethics Acknowledgment Form on an annual basis. The
Purchasing Department shall maintain these acknowledgments as part of the City's procurement
compliance records.
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Objectives of the Purchasing Department

The Purchasing Department is responsible for providing guidance and support to City
departments to ensure compliance with all applicable federal, state, and local statutes governing
procurement, including competitive sealed bids, competitive sealed proposals, professional
services, cooperative purchasing, emergency procurements, and sole or single-source
acquisitions. For all solicitations where the total project or individual purchase exceeds $100,000,
the Purchasing Department shall assist with the procurement process. User departments are
responsible for making final recommendations to the Mayor and City Council.

As a functional support department, Purchasing should be included in all pre-purchase planning
meetings for purchases under $100,000 to ensure adherence to the Texas competitive bidding
requirements and the City’s internal purchasing policies. The Purchasing Department is
committed to issuing solicitations and purchase orders in a timely manner and will provide
assistance at any stage of the procurement process upon request.

General Duties of the Purchasing Department

The Purchasing Department is responsible for overseeing the City's procurement activities in
accordance with applicable laws, City policies, and ethical standards. In fulfilling this role, the
Purchasing Department shall:

1. Enforce the policies and procedures established in the City of Huntsville Purchasing Manual
and implement directives issued by the City Manager or their designee;

2. Provide support and guidance to departments in the development of specifications to
ensure they are clear, non-restrictive, and promote open competition;

3. Pursue cooperative purchasing opportunities with other governmental entities when such
arrangements are in the best interest of the City;

4. Attend and facilitate formal solicitation openings, including pre-opening meetings, and
provide procedural support as needed;

5. Serve in an advisory capacity as a non-voting member on evaluation committees for
competitive solicitations;

6. Collaborate with user departments to prepare and coordinate solicitation outcomes,
including reporting recommended awards to City Council for formal approval;

7. Consolidate purchases of similar goods or services, when practical, to leverage volume
pricing and encourage a more competitive procurement environment;

8. Assist department heads in the proper disposition of surplus or scrap materials and
coordinate the disposal of City-owned assets in accordance with City policy;

9. Conduct periodic training sessions for City staff involved in purchasing activities to promote
consistent application of procurement procedures;
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10. Recommend updates or changes to procurement policies and procedures to the Director of
Finance, City Manager, and City Council to safeguard public funds and enhance
procurement efficiency and accountability; and

11. Promote fairness, transparency, and vendor confidence in the City’s procurement process
by ensuring that specifications support broad competition and that all responsible vendors
are afforded equal opportunity to compete for City business.

Purchasing Thresholds and Procedural Requirements

The City will follow the procurement thresholds, methods, and exceptions prescribed by Texas
Local Government Code Chapter 252 (and other applicable statutes, including Chapters 271,
2254, and 2269), as amended. Where this policy references “state expenditure limit” or “formal
procurement threshold,” those terms mean the then-current dollar amounts established by state
law. If this policy ever conflicts with state law, state law controls. To ensure proper transparency
and accountability, financial controls and budget availability, spending limits are set and assigned
a specific approval process. This process must be carried out prior to committing the City to a
purchase and be considered an authorized purchase.

Restrictions on Dividing or Sequencing Transactions

Under no circumstances shall multiple requisitions be combined, divided, or sequenced in a
manner intended to circumvent competitive bidding requirements or City Council approval. Such
practices are expressly prohibited under Texas Government Code Section 252.062, which states
that a governmental entity may not "avoid the requirement of competitive bidding or competitive
proposals by purposely dividing a purchase into smaller components." All procurements must
reflect the full scope of need and comply with all applicable procurement laws and City policies.

Historically Underutilized Businesses (HUBs)

In accordance with Texas Local Government Code Section 252, when making a purchase
exceeding $3,000 but less than “state expenditure limit” or “formal procurement threshold, the
City must contact at least two Historically Underutilized Businesses (HUBs) on a rotating basis.
This requirement is based on the list of HUBs maintained by the Texas Comptroller pursuant to
Texas Government Code Chapter 2161. If no HUBs are listed for the county in which the City is
located, the requirement does not apply.

Because the HUB directory is a live document updated regularly by the Texas Comptroller,
Purchasing can provide current HUB contact information upon request to assist with compliance.
Purchasing Guidelines for Transactions Under $3,000

Purchases less than $3,000—The Department Director must approve all purchases. Purchases can be
made using the Procurement Card, Direct Billing, or a Purchase Order.
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Purchasing Guidelines for Purchases $3,000-520,000

Departments are required to obtain three informal quotes—either verbal or written—for
applicable purchases. All purchase requisitions must be approved by the respective Department
Director. Once approved, the requisition, along with all supporting documentation, must be
submitted to the Purchasing Department for the issuance of a Purchase Order (PO). Upon
issuance of the PO, the requesting department may proceed with placing the order and/or picking
up the materials.

Departments must also ensure compliance with Historically Underutilized Business (HUB)
requirements as outlined in Section 4.3 of this policy. The Purchasing Department is available to
provide current HUB listings and to assist with any stage of the procurement process to ensure
full compliance with applicable laws and regulations.

Purchasing Guidelines for Purchases $20,000-59949,999

Departments are required to obtain three formal (written) quotes for applicable purchases. All purchase
requisitions must be approved by the respective Department Director. Once approved, the requisition is
submitted to the Purchasing Department, which prepares a draft Purchase Order (PO) and routes it to
the City Manager’s Office for approval. Upon receiving approval, the PO is finalized and issued. The
requesting department may then proceed with placing the order and/or retrieving the materials.

Departments must also ensure compliance with Historically Underutilized Business (HUB)
requirements as outlined in Section 4.3 of this policy. The Purchasing Department is available to
provide current HUB listings and to assist with any stage of the procurement process to ensure
full compliance with applicable laws and regulations.

Procedures for Purchases of $10058,000 and over

Unless exempt under applicable state law, any procurement with an aggregate value of
$100568,000 or more must be conducted through a formal competitive solicitation process. In
accordance with Texas Local Government Code Section 252.021, such procurements require
competitive sealed bids or proposals unless a specific statutory exemption applies.

The procurement process begins with a planning meeting between the requesting Department
Director and the Purchasing Manager to determine the appropriate solicitation method (IFB, RFP,
RFQ), project timeline, and documentation requirements. The Department Director must also
provide an estimated budget for the procurement to support planning, compliance, and fiscal
review. While the Purchasing Department will coordinate the development and issuance of the
solicitation, the initiating department is responsible for providing a clear and complete scope of
work or specifications and serving as the subject-matter expert throughout the process.

All procurements meeting or exceeding the $10050,000 threshold must be submitted to City
Council for approval. The Department Director is responsible for preparing the recommendation
for award, including all supporting documentation required for Council consideration.

When the Purchasing Department issues a citywide solicitation intended to serve multiple
departments, such as for janitorial services, landscaping services, or similar commonly used

15
Page 28 of 75



goods or services, Purchasing will coordinate the development and submission of the Council
agenda item and supporting documentation for approval.

Contract Award Criteria

The City of Huntsville shall award contracts in a manner that represents the best value and overall
benefit to the City. In accordance with Texas Local Government Code Section 252.043, if
competitive sealed bidding is required, the contract must be awarded to either:

¢ The lowest responsible bidder, or
¢ The bidder who offers the best value to the City.

To ensure transparency and compliance, bid specifications must clearly state whether the award
will be made to the lowest responsible bidder or based on best value.

When awarding a contract based on best value, the City may consider the following criteria as
permitted under Texas Local Government Code Section 252.043:

1. Purchase price;
Reputation of the bidder and of the bidder’s goods or services;
Quality of the bidder’s goods or services;

2
3
4. Extent to which the goods or services meet the City's needs;
5. Bidder’s past relationship with the City;

6

Impact on the ability of the City to comply with laws and rules relating to contracting with
Historically Underutilized Businesses (HUBs) and non-profit organizations employing
persons with disabilities;

7. Total long-term cost to the City to acquire the bidder’s goods or services;
8. Any other relevant factor specifically listed in the request for bids or proposals.

All contract award recommendations must be supported by documentation justifying the
selection and demonstrating that the award is in the City’s best interest. This documentation shall
be retained in the procurement file.

Purchase Order Exemptions

The City of Huntsville recognizes that certain payments and services are routine, statutory, or
otherwise governed by alternative procedures and therefore do not require the issuance of a
purchase order for payment authorization. These exemptions are intended to streamline
administrative processing while maintaining fiscal accountability.

The following categories of payments are exempt from the purchase order requirement:

1. Tax payments

16
Page 29 of 75



2
3
4
5
6.
7
8
9

Insurance premium payments

Retirement system contributions

Debt service payments

Investment transactions

Utility service payments

Payments related to employee payroll deductions
Interlocal agreements

Reimbursements or payments to other governmental or regulatory agencies

10. Training, travel, and lodging expenses

11. Customer deposit refunds

12. Purchases under $3,000

Departments remain responsible for ensuring that applicable competitive bidding requirements
are met and that all necessary documentation and approvals are secured in accordance with the
City’s fiscal and budgetary policies prior to initiating payment for any exempt item. The Purchasing
Department is available to assist in determining whether a transaction qualifies for an exemption.

Vendor Performance Reviews and Debarment Policies

The City of Huntsville requires routine evaluation of vendor performance to support transparency,
accountability, and continuous improvement in vendor relations.

Performance Review Requirements:

Departments should complete a Vendor Performance Report:
o At the conclusion of any project or purchase over $10,000;
o Prior to renewing annual purchase orders or term contracts;
o Whenever vendor performance, positive or negative, warrants documentation.

These reports should be submitted using the City's standardized Vendor Performance
Report form.

Reports should highlight both positive and negative aspects of vendor conduct, including
delivery timeliness, communication, quality, and responsiveness.

Performance evaluations shall consider the following:

Timeliness of delivery or service completion;
Quality and conformance to contract specifications;

Communication, responsiveness, and professionalism;
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¢ Billing accuracy and adherence to quoted or contract pricing;

e Compliance with safety, insurance, and regulatory requirements.

Use of Vendor Performance Reports

e Reports are reviewed and retained by the Purchasing Department in a centralized tracking
system.

¢ Negative trends may result in a vendor being placed on a performance monitoring list or
denied future contract opportunities.

¢ Positive performance reports may be used to support future vendor selections, including
as part of evaluation criteria in best value solicitations.

Debarment and Suspension
Vendors may be suspended or debarred from future City contracts for:
¢ Failure to perform in accordance with contract terms;
¢ Fraudulent, unethical, or deceptive business practices;
e Misrepresentation of qualifications or delivery capabilities;
e Repeated negative performance reports or contract violations;

e Violation of applicable laws or ordinances.

Debarment Process

e The Purchasing Department will issue a Notice of Intent to Debar, detailing the proposed
basis for debarment.

¢ The vendor may submit a written response within 10 business days.

o Afinal determination will be made by the City Manager, in consultation with the Legal and
Finance Departments.

e Debarment periods may range from six (6) months to three (3) years, depending on the
nature and severity of the offense.

Reinstatement Requests

Vendors may request reinstatement after the debarment period or upon demonstrating
corrective action. Such requests must be submitted in writing to the City Manager and will be
evaluated on a case-by-case basis.

The Purchasing Department will maintain and publish a list of debarred vendors to ensure
transparency and compliance in future procurement processes.
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Exceptions to Competitive Bidding and Alternative Procurement
Methods

While the City of Huntsville is committed to promoting open and competitive procurement
practices, both state law and City policy recognize that certain purchases may be exempt from
traditional competitive bidding requirements or may be procured through authorized alternative
methods. These options enable the City to respond efficiently to specific operational, legal, or
emergency needs while maintaining full compliance with applicable statutes.

This section outlines the circumstances under which competitive bidding may be waived—such
as for professional services, emergencies, or sole source procurements—as authorized under
Texas Local Government Code § 252.022 and Texas Government Code Chapter 2254. It also
addresses approved alternative procurement methods, including the use of cooperative
purchasing agreements, interlocal contracts, and state-authorized contract programs, which fulfill
competitive requirements without the need for a City-issued solicitation.

All exemptions and alternative procurement methods must be properly justified, documented,
and approved in coordination with the Purchasing Department to ensure legal compliance, fiscal
responsibility, and procurement transparency.

In addition to the exemptions and methods described herein, Texas law provides several other
statutory exemptions under Local Government Code § 252.022. Departments considering the use
of non-competitive procurement methods not explicitly covered in this section must consult with
the Purchasing Department. The Purchasing Department will provide guidance on the
appropriate use of such exemptions and ensure that all required documentation and approvals
are in place.

Cooperative Agreements
The City of Huntsville may utilize cooperative purchasing agreements as an alternative

procurement method that satisfies competitive bidding requirements in accordance with Texas
Local Government Code Chapter 791 (Interlocal Cooperation Act) and Section 271.102.

Cooperative purchasing agreements allow the City to procure goods and services through
contracts that have been competitively solicited and awarded by another governmental entity or
purchasing cooperative. This method promotes efficiency, reduces administrative burden, and
often results in favorable pricing and terms.

Authorized Cooperatives

The City may participate in cooperative programs established by:
o The State of Texas (e.g., Texas SmartBuy, TXMAS, DIR)
e Regional councils of governments

e Other municipalities, counties, or state agencies
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e Recognized purchasing cooperatives such as BuyBoard, HGACBuy, Omnia Partners, or
Sourcewell

All cooperative agreements must be reviewed and approved by the Purchasing Department prior
to use. The Purchasing Department will verify that:

o The cooperative contract was competitively awarded in accordance with applicable laws;
e The vendor is authorized under the contract to provide the goods or services;

o The scope of the proposed purchase aligns with the terms and pricing of the cooperative
contract;

o The City’s participation in the cooperative is properly documented.
Purchasing Requirements

Use of a cooperative contract does not exempt a department from:
o Obtaining appropriate internal approvals based on purchasing thresholds;
o Submitting a requisition and supporting documentation to the Purchasing Department;
e Complying with grant or funding source requirements, when applicable.

When submitting a requisition based on a cooperative agreement, departments must include:
e A copy of the vendor’s quote referencing the cooperative contract;
e The cooperative name and contract number;
e Any required supporting documentation verifying pricing and scope.

The Purchasing Department reserves the right to require additional documentation or justification
when using a cooperative agreement, particularly when the procurement exceeds $100,000 and
must be presented to City Council for approval.

Interlocal Agreements

In accordance with Texas Government Code Chapter 791 (Interlocal Cooperation Act), the City of
Huntsville may enter into interlocal agreements with other governmental entities to jointly
perform governmental functions or procure goods and services when it is in the City's best
interest to do so.

While not commonly used for procurement, interlocal agreements may be appropriate when:

e Another public entity has already competitively awarded a contract the City wishes to
utilize; or

e« Two or more entities collaborate on a shared project or service.
All interlocal agreements must:

e Bein writing and outline the scope, duration, responsibilities, and cost-sharing terms;
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e Be approved by the City Manager and City Council if required based on scope or
expenditure;

o Be filed with the City Secretary and retained by the Purchasing Department as part of the
official record.

Departments considering the use of an interlocal agreement are encouraged to engage the
Purchasing Department early in the process to help ensure alignment with applicable legal,
procedural, and policy requirements.

Procurement of Professional and Personal Services

Certain services are exempt from the competitive bidding requirements outlined in Texas Local
Government Code Section 252.021. These exemptions apply to both professional services (as
defined by Texas Government Code Chapter 2254) and personal services (as permitted under
Texas Local Government Code §252.022(a)(4)). The City of Huntsville follows the applicable
statutory framework to ensure the proper selection, contracting, and oversight of these
specialized services.

Professional Services (Chapter 2254)

Under Texas Government Code Chapter 2254, contracts for professional services may not be
awarded based on competitive bidding. Instead, providers must be selected on the basis of:

e Demonstrated competence and qualifications,
e A fair and reasonable price, and

e Fees that do not exceed any maximum amount prescribed by law.

Defined Professional Services

As defined by §2254.002, the following services are considered professional services when
performed by a licensed or certified individual in the course of their professional practice:

e Certified Public Accountants (CPAs)

e Architects

e Landscape Architects

e Land Surveyors

e Physicians and Surgeons

e Optometrists

e Professional Engineers

e Registered Nurses

o State-Certified or Licensed Real Estate Appraisers

These services are exempt from bidding and must be procured using a qualifications-based selection
process, typically initiated through a Request for Qualifications (RFQ).
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Roles and Responsibilities
The requesting department is responsible for developing the scope of work and the qualifications criteria.

The Purchasing Department will support the preparation, advertisement, and administration of the RFQ
to ensure compliance.

Personal Services (Not Covered by Chapter 2254)

Some services may not fall under the definition of “professional services” governed by Texas Government
Code Chapter 2254, but may still be exempt from competitive bidding requirements under Texas Local
Government Code § 252.022(a)(4) as personal services.

Texas law specifically exempts contracts for personal services from the competitive bidding process. The
Texas Supreme Court has clarified that "personal services" are those performed personally by the
individual contracted to perform them. To qualify, the compensation under the contract must primarily be
for the individual’s labor, not for ancillary costs such as insurance, materials, or equipment. Additionally,
these services are typically based on the provider’s unique skills, qualifications, or direct involvement,
where trust, personal attributes, or one-on-one interaction is integral to performance.

Examples of Services That May Qualify as Personal Services:
e Specialized consulting or training where a specific individual’s expertise is essential
o Legal services (typically procured through or approved by the City Attorney)
o Subject-matter experts retained for temporary projects or advisory roles
o Facilitators, mediators, or instructors for specific City programs
Examples of Services That Do Not Qualify:
e General maintenance or custodial services
e Routine clerical or administrative work
e Contract labor or temporary staffing without unique credentials
o Services selected based solely on convenience or long-standing vendor relationships

All proposed personal service engagements must be submitted to the City Manager and routed
through the City Attorney for case-by-case evaluation and approval to determine whether the
exemption applies. Departments must provide written justification that clearly outlines the
individual’s specific qualifications and explains how the nature of the service meets the statutory
and judicial criteria for exemption.

Contract Approval, Purchase Order, and Filing Requirements

All contracts for professional or personal services—whether exempt under Texas Government
Code Chapter 2254 or Local Government Code Section 252.022—must follow the City’s formal
approval and documentation process to ensure compliance, transparency, and fiscal
accountability.

Contracts must be:
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¢ Reviewed and approved by the City Attorney for legal sufficiency;
e Approved by the City Manager prior to execution;

e Approved by the City Council if the total contract value is $100,000 or more, in accordance
with City policy and state law;

e Submitted to the Purchasing Department for the issuance of a Purchase Order (PO) before
any work begins or payment is made; and

¢ Filed with the City Secretary following full execution, in accordance with City records
retention and policy requirements.

The issuance of a Purchase Order is required for all professional and personal service contracts,
regardless of bidding exemptions, to ensure proper authorization, budget verification, and
compliance with procurement procedures.

Sole-Source Exemptions

In limited circumstances, purchases may be exempt from competitive procurement requirements
if the goods or services are available from only one source. These are known as sole-source
procurements, and they are permitted under Texas Local Government Code § 252.022(a)(7) when
competition is not feasible.

A sole source exemption may be appropriate when:
e The product or service is proprietary and available only from a single provider;

e The item is compatible with existing equipment or systems and must be procured from
the original manufacturer or a single authorized distributor;

¢ The purchase involves specialized services or equipment for which no other source is
reasonably available;

e The provider holds exclusive rights, patents, or intellectual property preventing
competition.
Requirements for Sole Source Justification

All sole-source purchases must be supported by a written sole-source justification memo
prepared by the requesting department. The justification must include:

e Aclear explanation of why the goods or services are only available from one source;
o Efforts made to identify alternative sources, if any;
e A description of how the item or service is essential to City operations;

e Any documentation from the vendor supporting sole source status (e.g., letter of
exclusivity).

The written justification must be approved by the Purchasing Manager prior to issuance of a
Purchase Order.
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Special Considerations

e Price reasonableness must still be evaluated and documented, even for sole source
purchases.

e Sole source purchases are subject to annual review, and new supporting documentation
must be submitted each fiscal year to justify continued use of the sole source exemption.
This requirement ensures the City maintains transparency, verifies that the conditions
justifying sole source procurement remain valid, and upholds compliance with applicable
state and federal procurement regulations. Failure to provide updated documentation
may result in the denial of the exemption and the need to initiate a competitive
solicitation process.

e Sole source designation does not exempt the purchase from approval requirements.
Purchases that meet or exceed the financial threshold requiring City Manager approval
must be reviewed and approved by the City Manager. Purchases that meet or exceed the
threshold requiring City Council action must be presented to and approved by the City
Council, regardless of sole source status.

Federally Funded Purchases
For purchases involving federal grant funds, sole source procurement must comply with 2 CFR §
200.320(c). Additional documentation, such as a cost analysis and confirmation that no adequate

competition exists, is required. Federally funded sole source requests must be reviewed by the
Purchasing Department for compliance with all applicable federal procurement standards.

Emergency Purchases
The City of Huntsville recognizes that emergency purchases may be necessary due to the urgent
and unpredictable nature of municipal operations. In such instances, normal procurement

procedures may be bypassed to protect public interests; however, appropriate documentation
and follow-up are required to maintain accountability and transparency.

Legal Authority

In accordance with Texas Local Government Code § 252.022(a)(2) and (3), competitive bidding
requirements may be waived when the immediate purchase of goods or services is necessary to:

e Protect the public health, safety, or welfare of the City’s residents; or
¢ Respond to unforeseen damage to public property, equipment, or infrastructure.

Emergency purchases must be limited to only those materials, services, or equipment necessary
to address the immediate need. When feasible, departments should still obtain informal quotes
to ensure prudent use of public funds.

Authorization and Documentation Requirements

The following procedures must be followed to the greatest extent possible during and
immediately after the emergency:
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Written Justification: Emergency purchases exceeding $3,000 must be documented in a
written memorandum prepared by the Department Director.

The memo must include:

o A description of the emergency;
o The items or services procured;
o The estimated or actual cost;

o A statement explaining why competitive bidding procedures could not be
followed.

¢ The Department Director must notify the City Manager as soon as practical—and no later
than the next business day—when an emergency purchase is made outside normal
bidding requirements.

e All emergency purchases must be reviewed by the City Manager promptly after the
emergency has been addressed. If the purchase exceeds the applicable financial
threshold, it must be presented to the City Council for formal acknowledgment or
approval in accordance with City policy.

e For federally declared emergencies, all emergency purchases must also comply with
applicable federal procurement standards under 2 CFR § 200, including:

o Cost or price analysis;
o Documentation of non-competitive procurement justification;

o Compliance with federally required contract clauses.

Purchasing Department Notification

Departments must notify the Purchasing Department as soon as reasonably possible following an
emergency purchase. The Purchasing Department will assist in reviewing and completing the
required documentation, ensure compliance with applicable procurement requirements, and
retain records in accordance with City, state, and federal standards.

Technology-Related Purchases

All requests for computer hardware, software, telecommunications equipment, and related
services or supplies must be submitted to the Information Technology (IT) Director for review and
technical evaluation. The IT Director is responsible for assessing compatibility with existing
systems, identifying the most appropriate source, evaluating potential alternatives, and making a
formal recommendation regarding the purchase.

No purchases of technology-related equipment, software, or services may be made without prior
review and approval from the IT Director. This requirement ensures consistency, system
integration, cost-effectiveness, and adherence to City technology standards.
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Expanded Requirements for Cloud-Based Software Vendors

e Vendors with access to City data must provide evidence of cybersecurity controls (e.g.,
SOC 2 Type |l or equivalent)

¢ City retains ownership of all data and must be granted export rights
¢ Vendor must agree to City audit rights for data security and service compliance

¢ Vendors providing cloud-based or data-hosting services to the City shall ensure that all
City data, including backups and disaster recovery systems, is stored and processed within
the continental United States. No confidential or restricted data may be transferred,
stored, or accessed from outside the U.S., in accordance with applicable state
cybersecurity guidelines and industry best practices.

e Vendors must provide documentation confirming U.S.-based data centers upon request.
Failure to comply may result in disqualification or contract termination.

Purchases Funded by Grants

Purchases made with grant funds are subject to specific procurement requirements set forth by
the awarding agency. These requirements may differ from the City’s standard purchasing
procedures and often include additional federal or state mandates, documentation, and reporting
obligations.

To ensure compliance:

¢ Departments must coordinate with the Grants Manager for all purchases funded by grant
awards. The Grants Manager will assist in interpreting grant conditions and ensure that
procurement activity aligns with the grant's approved scope and budget.

e A copy of the grant agreement must be provided to the Purchasing Department at the
time a requisition is submitted for a Purchase Order or when initiating a formal solicitation
process.

e The Purchasing Department will review the grant agreement to identify and apply any
applicable procurement requirements, including those outlined in Title 2 of the Code of
Federal Regulations (2 CFR), Part 200, specifically §§ 200.317 through 200.327. These may
include, but are not limited to:

e Required federal contract clauses;

e Competitive procurement thresholds;
e Solicitation transparency and outreach;
e Cost and price analysis;

e Bonding requirements;
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e Use of small, minority, and women-owned businesses;
e Documentation and record retention.

Failure to follow applicable grant procurement requirements may result in disallowed costs, grant
repayment, or loss of funding eligibility. Therefore, it is essential that departments engage
Purchasing early in the planning process for any grant-funded purchase.

The Purchasing Department and Grants Manager will work collaboratively with user departments
to ensure that all procurement activities conducted under a grant award are fully compliant,
properly documented, and audit-ready.

Insurance Requirements

General Requirement

Vendors and contractors performing work for the City of Huntsville shall furnish and maintain, at
their own expense, insurance coverage that meets or exceeds the minimum requirements outlined
below. A Certificate of Insurance must be submitted to the City prior to issuance of a purchase
order or commencement of work.

Required Coverages

The following insurance coverage types and minimum limits shall apply to most contracts.
Additional requirements may be imposed depending on the nature and scope of the services
being provided.

a. Commercial General Liability
e $1,000,000 per occurrence
e $2,000,000 general aggregate

e Must include coverage for products/completed operations at a minimum of $1,000,000
per occurrence.

e The City must be named as an Additional Insured by endorsement.
b. Commercial Automobile Liability
e $300,000 combined single limit per occurrence
¢ Must include coverage for owned, non-owned, and hired vehicles.
c. Workers’ Compensation and Employer’s Liability
e Coverage must comply with all applicable Texas Workers’ Compensation laws.

e A waiver of subrogation in favor of the City of Huntsville must be included by
endorsement.

d. Professional Liability Insurance (if applicable)
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Required for contracts involving professional services (e.g., architectural, engineering, legal,
financial, consulting):

e Minimum limit of $1,000,000 per claim
e Coverage shall be maintained for the duration of the contract and for a minimum of two
(2) years after final completion or termination of services.
e. Cyber Liability Insurance (if applicable)

Required for vendors with access to the City’s networks, systems, confidential data, or personally
identifiable information (Pll):

e Minimum limit of $1,000,000 per claim

e Coverage must include, at a minimum: data breach response and notification, business
interruption, cyber extortion, and network security liability.

Additional Requirements

e All insurance must be written on forms approved by the Texas Department of Insurance
and provided by insurers authorized to do business in the State of Texas.

e The Certificate of Insurance must include the following endorsement language in the
Description of Operations:

“Blanket Additional Insured is added in favor of the certificate holder with respect to general
liability coverage as required by written contract. Blanket Waiver of Subrogation is added in favor
of the certificate holder with respect to workers’ compensation coverage as required by written
contract.”

e Certificate Holder shall be listed as:

City of Huntsville
1212 Avenue M
Huntsville, TX 77340

e Policies must provide 30 days’ advance written notice to the City of cancellation, non-
renewal, or material change in coverage.
Right to Review and Audit
The City of Huntsville reserves the right to request certified copies of insurance policies and
endorsements at any time. Insurance coverage must remain in force for the duration of the

contract and any extension periods. Failure to maintain required insurance may result in contract
suspension or termination.
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Purchasing Card Program

Program Overview

The City of Huntsville’s Purchasing Card (P-Card) Program is designed to streamline the
procurement of low-dollar goods and services, particularly for travel and training-related
expenses. The program offers an efficient alternative to traditional purchasing methods for
allowable purchases under $3,000, while maintaining accountability, transparency, and
compliance with City policy, the City Charter, and applicable state law.

Program Oversight

The P-Card Program is administered by the Purchasing Card Administrator within the Purchasing
Department. This individual is responsible for training, issuing and maintaining cards, monitoring
usage, coordinating billing, and providing periodic reports to the Director of Finance.

Cardholder Eligibility and Agreement

To participate in the program, employees must be authorized by their Department Head and
approved by the City Manager’s Office. Cardholders must sign a Cardholder Agreement
acknowledging receipt of the card and responsibility for compliance with the Purchasing Card
Program policies. This agreement outlines the terms of use, restrictions, and the consequences of
non-compliance.

Primary Use and Restrictions
The Purchasing Card is intended for:

e Travel- and training-related expenses
e Low-dollarincidental purchases where the use of a Purchase Order (PO) is impractical

Purchases should not be made with a P-Card when:

e The vendor has a billing account with the City (in such cases, departments must contact
the Purchasing Department for a PO number and use the billing arrangement);

e The purchase exceeds $3,000 without prior approval from the Finance Director
(coordinate with the Program Administrator to ensure all purchasing policies and
documentation requirements are met);

e The purchase involves controlled, restricted, or capital items (unless approved);

e The item or service is otherwise restricted under City or State policy.

Prohibited Expenditures

In accordance with the Texas Local Government Code § 271.903, the City of Huntsville Charter,
and applicable City ordinances, P-Cards may not be used for:

e Alcoholic beverages

e Personal expenses of any kind

e Gifts or donations not authorized by City Council
e Cash advances
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e Split transactions intended to circumvent dollar thresholds
e Entertainment expenses unrelated to official City business
e Fuel for personal vehicles, unless approved for specific travel

Any violations of these prohibitions will be considered misuse and may result in disciplinary
action.

Sales Tax Exemption

The City of Huntsville is exempt from state and local sales tax on all purchases, in accordance with
applicable tax laws. Employees making purchases on behalf of the City are responsible for
informing vendors of the City’s tax-exempt status prior to completing any transaction. It is the
responsibility of the cardholder or end user to ensure that sales tax is not charged or paid. If sales
tax is inadvertently billed, the cardholder must request a corrected invoice or reimbursement.

A copy of the City’s Sales Tax Exemption Certificate is available from the Finance Department upon
request.
Receipts and Required Documentation

All cardholders are required to submit itemized receipts for each purchase. For meals, the receipt
must:

e C(Clearly identify each attendee;

e Include the business purpose of the meeting or event;

e Be accompanied by the “Credit Card Meal Receipt” form, available on the City of
Huntsville Intranet.

In cases where a receipt is lost, the cardholder must complete the “Record of Lost Procurement
Card Receipt” form, also available on the Intranet, and submit it with their monthly reconciliation.
Lost receipts must be an exception, not a regular occurrence.

Habitual issues such as:

e Repeated loss of receipts,
e Unauthorized or unapproved business purchases,
e Personal charges on the card (even if reimbursed),

Will result in disciplinary action, which may include:

e Revocation of card privileges;

e Written reprimand;

e Reimbursement to the City;

e Suspension or termination in accordance with the City’s disciplinary policies.

Meal and Business Expense Requirements

For meals and hospitality charges to be reimbursable under federal guidelines (e.g., 2 CFR §
200.432), they must meet the following criteria:
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e Serve avalid business purpose;

e Bereasonable and necessary;

e Be properly documented with itemized receipts and purpose/attendee list;

e Be approved as part of a travel or training activity or a Council-authorized event.

Disputes and Billing Errors

e Cardholders must make every reasonable effort to resolve disputes or billing errors
directly with the vendor. If the vendor acknowledges the error, a credit should be issued
to the purchasing card account.

e If a resolution cannot be reached with the vendor, the cardholder should contact JP
Morgan using the number listed on the back of the purchasing card. JP Morgan may
require the submission of a Statement of Disputed Item to document the issue.

e Disputes must be reported to JP Morgan within 30 calendar days of the transaction date.
Cardholders are encouraged to review statements promptly and initiate contact with
vendors within 5 business days of identifying a discrepancy to allow sufficient time for
resolution and escalation if needed.

e If an acceptable resolution cannot be obtained, the Purchasing Card Program
Administrator is available to assist with resolving the issue. The full amount billed by JP
Morgan will be charged to the department’s account. A credit will be applied to the same
account once the issuing bank processes the adjustment.

When to Use a Purchase Order Instead

If a vendor has a billing account with the City of Huntsville, the P-Card should not be used. The
department must:

e Confirm with the Purchasing Department whether the vendor is on account;
e Request a Purchase Order (PO) number, usually an Annual Purchase Order;
e Process the purchase through standard billing procedures.

This practice helps maintain centralized vendor billing, ensures appropriate controls, and avoids
duplicate payments.
Enforcement and Compliance

The Purchasing Card is a privilege, not an entitlement. The cardholder is personally responsible
for:

e Ensuring all purchases comply with City policies and funding source requirements;
e Submitting receipts and required forms timely;

e Reporting lost or stolen cards immediately;

e Returning the card upon transfer, resignation, or termination.

Any misuse of the card may result in revocation of card privileges, disciplinary action, and/or
repayment of unauthorized charges, consistent with the City’s personnel policies and applicable
law.

31
Page 44 of 75



Sale or Lease of Real Estate
Authority and Purpose

The sale or lease of City-owned real estate shall be conducted in accordance with the
requirements set forth in Texas Local Government Code Section 272 and the City of Huntsville
Charter, Sections 14.12 and 14.13(a)—(b). The purpose of this section is to establish procedures
and guidelines to ensure that all real estate transactions are carried out in a manner that is
transparent, legally compliant, and consistent with the responsibilities of the City Council, City
Management, and the public.

Real Estate Management and Delegation of Authority

Except as otherwise provided in this policy, the City Council delegates to the City Manager the
authority to manage and maintain all real estate owned or controlled by the City of Huntsville.
Responsibilities of the City Manager

The City Manager, or a designated representative, shall be responsible for the care, maintenance,

safekeeping, and inventory of all City-owned real estate, including the proper handling and
retention of deeds and related documentation.

Sale of Public Parks
In accordance with City Charter Section 14.13(a), no public park, or any portion thereof, may be

sold unless the proposed sale has been submitted to a vote of the qualified voters of the City and
approved by a majority of those voting.

Approval Authority for Real Estate Transactions

The sale or lease of any City-owned real estate shall require the express approval of the City
Council.

Sale of Real Estate- Notice to City Council

The City Manager shall provide written notification to the City Council of the intent to sell real
estate no fewer than twenty-one (21) calendar days prior to initiating any sale procedures. If a
Councilmember objects to the proposed sale, written notice must be submitted to the City
Manager. Upon receipt of such objection, the item may be placed on the next available City
Council agenda for discussion and action. If no written objections are received, the City Manager
is authorized to proceed with the sale process beginning on the twenty-second (22nd) calendar
day.

Fair Market Value Requirement

City-owned real estate shall not be sold for less than its fair market value, as determined by an
independent, licensed appraiser.

Methods of Sale

City-owned real estate may be sold using one of the following methods:
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¢ Invitation for Bid (IFB): A competitive sealed bid process, with award to the highest
responsive and responsible bidder based solely on price; or

e Brokered Sale: A private sale facilitated by a real estate broker licensed under Texas
Occupations Code Chapter 1101, in accordance with Texas Local Government Code
Section 272.001(b). The property must be listed for at least thirty (30) days on a Multiple
Listing Service or other service commonly used by real estate professionals.

e Public Auction: A sale conducted by a licensed auctioneer or auction firm in accordance
with applicable state and local laws. The property must be advertised publicly in advance
of the auction date, and the sale must be awarded to the highest qualified bidder.

Public Notice Requirements

In accordance with City Charter Section 14.13(b), the Purchasing Department shall publish notice
of the proposed sale in the City’s official newspaper on each publication day for two consecutive
weeks, regardless of the method of sale. The sale shall not be finalized until at least fourteen (14)
calendar days have passed from the date of the last publication.

In addition to newspaper publication, notice may also be posted on the City’s website, on the
subject property (as feasible), and distributed via email or delivery service.

The notice shall include:

e Alegal description and location of the property;

e The method of sale (IFB, brokered sale or public auction);
e Instructions for submitting bids or offers, if applicable;

¢ The date, time, and location of bid opening (for IFB); and
e Any other relevant sale procedures.

Invitation for Bid Procedures
When using the IFB method, the following requirements apply:

e The City reserves the right to accept or reject any or all responses.

e All responses must be submitted in sealed envelopes addressed to: Attention: City
Secretary, City Hall.

e Electronic submissions will not be accepted.

e The date, time, and location of the bid opening must be clearly stated in the solicitation
and notice.

o If fewer than two responses are received by the published deadline, the opening shall be
automatically extended for a minimum of twenty-four (24) hours. An addendum shall be
issued promptly to communicate the extension. No responses may be opened until the
revised deadline has passed. After the revised deadline, the City Manager may issue a
second extension or authorize bid opening.
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Retention of Mineral Rights

All mineral rights associated with the property shall be retained by the City unless expressly
approved for sale by City Council.

Final Recommendation and Council Action

The City Manager shall present a final recommendation to the City Council on whether to approve
the sale or rejection of all responses or offers, regardless of the method used.
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APPENDIX A — FLOWCHARTS & DIAGRAMS

35
Page 48 of 75



Purchasing Thresholds
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PUBLIC WORKS PURCHASE REQUEST PROCESS

Description: Purchases greater than $100,000

Account #:

A

W-9/Vendor #:

Meeting held with Purchasing and

Form 1295: Director or Designees
Insurance: y
Bonds: Discussion Items: Type of purchase (RFP, RFQ, IFB)

source of purchase (Cooperative or Market) Reason

Agenda Date: for Purchase (Emergency or budgeted), Expected

Frequency (re-occurring Purchase, decision package)
PURCHASING TO ASSIST IN ANY STEP

4/ é

Formal solicitation completed with end user Formal solicitation completed with end user
Purchases and purchasing review » NO and purchasing review
between $5,000 Initials: Initials:
& $25,000 > ¢
3 quotes>
Department
Director - PO End User verifies cooperative terms, quote, Purchasing conducts advertising. End user
Required and gains supervisor approval YES supplies list of suggested suppliers
Initials: ¢
¢ End user and purchasing attends all meetings
End user prepares agenda item — Supervisor and opening
Purchases approval gained ¢
between ;
$25,000 and Initials:
less than End user reviews solicitations and
$100,000 > ¢ recommends award
3 written Initials:
quotes> | Director and Finance approval gained
Department ¢
Director, ¢
Purchasing and End user prepares agenda item — Supervisor
* End user places agenda in City Council Folder approval gained
Initials: Initials:
End user gains
quotes, ¢ ¢

Department Director presents to Council

prepares PO
| Director and Finance approval gained

Department Dir. ¢ ¢

Approves &
forwards to End user prepares PO with quote, agenda and

- End user places agenda in City Council Folder
Purchasing memo attached, forwards to Purchasing P 8 v

Initials:

v i i

Purchasing will

gain final Purchasing reviews, gains W-9, 1295, Bonds, D " t Direct ts to C i
X epartment Director presents to Counci
approvals and Insurance & City Manager approval. Forward P P
forward end PO to end user.
user PO
¢ End user prepares PO with quote, agenda and

End user orders and sends confirmation to memo attached, forwards to Purchasing
cooperative ¢

Purchasing reviews, gains W-9, 1295, Bonds,
Insurance

This is a typical work flow, ¢
there are specific exceptions

Purchasing forwards to City Manager for
approval

v

Purchasing forward to end user once approved
and end user orders

No step moves forward without prior approvals/review
gained. Include this form with all PO Requests.
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Flow for all goods and services, which a purchase order (PO) is issued

Purchase Order Issued

\ 4

Materials/Item is received

y

Product inspected

A

Picking list and/or Receiving Bill of
Lading is signed

|

If single item is [« Invoice Received
valued over
$5,000 asset v
sheet to be o Invoice is stamped coded and
completed - approved

\ 4

Receiving documents, invoice and
asset sheets set to Purchasing

\ 4

Purchasing reviews packet, once
discrepancy is cleared packet is set to A/P

A4

A/P will review packet, if there is a discrepancy
packet will be returned to department

I

No discrepancy, check issued by A/P

This is the typical work flow, there are
Specific exceptions. Contact Finance
Concerning exceptions.
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CITY COUNCIL FINANCE COMMITTEE AGENDA

10/21/2025

Agenda Item Number: 2.e.

Agenda Item: Discussion of Fiscal Policies with proposed changes

Initiating Department/Presenter: Finance

Presenter:
Lance Hall, Finance Director

Discussion: Discussion of Fiscal Policies with proposed changes due changes in state

law, Texas's new procurement limits for 2025, primarily set by the 89th Legislature's Senate Bill 1173
and House Bill 4747, raise the state and local competitive procurement threshold from $50,000

to $100,000, effective September 1, 2025

Financial Implications:

Associated Information:
1. Exhibit B FY 25-26 Fiscal Policies updated 100825 Imh increase limit (1)
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Exhibit B FY 25-26

Fiscal and Budgetary Policies
I. STATEMENT OF PURPOSE

The purpose of the Fiscal and Budgetary Policies is to identify and present an overview of
policies dictated by state law, the City Charter, City ordinances, and administrative policies.
The aim of these policies is to achieve long-term stability and a positive financial condition.
These policies provide guidelines to the administration and finance staff in planning and
directing the City's day-to-day financial affairs and in developing financial recommendations
to the City Council. These policies set forth the basic framework for the overall fiscal
management of the City. Operating independently of changing circumstances and conditions,
these policies assist in the decision-making process. These policies provide guidelines for
evaluating both current activities and proposals for future programs.

These policies represent long-standing principles, traditions and practices which have guided
the City in the past and have helped maintain financial stability. An important aspect of the
policies is the application of budget and fiscal policies in the context of a long-term financial
approach. The scope of these policies span accounting, auditing, financial reporting, internal
controls, operating and capital budgeting, revenue management, cash and investment
management, expenditure control, asset management and debt management.

The City Council and/or Finance Committee annually review and approve the Fiscal and
Budgetary Policies as part of the budget process.

II. BASIS OF ACCOUNTING

A. Accounting in Accordance With GAAP. The City's finances shall be accounted for in
accordance with generally accepted accounting principles as established by the
Governmental Accounting Standards Board.

1. Organization of Accounts. The accounts of the City shall be organized and operated
on the basis of funds. Fund accounting segregates funds according to their intended
purpose and is used to aid management in demonstrating compliance with finance-
related legal and contractual provisions

2. Fund Structure. The City of Huntsville uses the following fund groups:

Governmental Funds:
General Fund
General Obligation Debt Service Fund
Capital Projects Funds

Special Revenue Funds:
Municipal Court Special Revenues
Library Special Revenues
Airport Special Revenues
Police Special Revenues
Hotel/Motel Tax & Arts
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Exhibit B FY 25-26

Proprietary Funds:
Enterprise Funds:
Utility Fund (Water & Wastewater operations)
Solid Waste Fund
Drainage Fund

Internal Service Funds:
Medical Insurance
Equipment Replacement
Computer Replacement

Permanent Funds:
Library Endowment
Oakwood Cemetery Endowment

Trust Funds:
Retiree PEB Trust —Medical
Scholarship Fund
Employee Assistance Fund

3. Governmental Fund Types. Governmental funds are used to account for the
government's general government activities and include the General, Special
Revenue, General Obligation Debt Service and Capital Project funds. Governmental
fund types shall use the flow of current financial resources measurement focus and
the modified accrual basis of accounting. Under the modified accrual basis of
accounting, revenues are recognized when susceptible to accrual (i.e., when they are
“‘measurable and available”). “Measurable” means the amount of the transaction can
be determined and “available” means collectible within the current period or soon
enough thereafter to pay liabilities of the current period. Expenditures are recognized
when the related fund liability is incurred, if measurable, except for principal and
interest on general long-term debt, which are recorded when due, and compensated
absences, which are recorded when payable from currently available financial
resources.

4. Proprietary Fund Types. Proprietary fund types are used to account for the City’s
business type activities (e.g., activities that receive a significant portion of their funding
through user charges). The City has two types of proprietary funds: Enterprise Funds
and Internal Service Funds. The City's Proprietary fund types are accounted for on a
flow of economic resources measurement focus and use the accrual basis of
accounting. Under this method, revenues are recorded when earned and expenses
are recorded at the time liabilities are incurred. Enterprise funds receive their revenues
primarily through user charges for service. Internal Service funds receive their
revenues primarily from the other funds of the City.

5. Permanent Funds. The Library Endowment Fund and Oakwood Cemetery
Endowment Fund are used to account for endowments received by the City. Money
available for expenditures in these funds are the accumulated interest earnings.

6. Trust Funds. The PEB Trust for retirees is used to account for funds designated for
use for retiree Health Insurance costs if needed. Monies in this Fund help to lessen
the City’s Unfunded Accrued Actuarial Liability (UAAL) that is the result of the City
providing a health insurance benefit to certain retirees. The Employee Assistance
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Fund is funded by contributions from City employees and monies are used to assist
employees encountering catastrophic iliness (examples — cancer, vehicle accidents,
etc.) medical costs. The Scholarship Fund is also funded by contributions from
employee. The monies are used to provide scholarships to graduating seniors of
employees who will be continuing their education at a university, junior/community
college, or a technical school.

7. Encumbrance Accounting. The City shall utilize encumbrance accounting under
which purchase orders, contracts and other commitments for the expenditure of
monies are recorded in order to reserve that portion of the applicable appropriation.

[ll. OPERATING BUDGET
A. BUDGET PROCESS.

1. Proposed Budget. Section 11.05 of the City Charter requires that the City Manager
submit to the City Council a proposed budget at least 30 days prior to the end of the
fiscal year that presents a complete financial plan for the ensuing year. Public
hearings shall be held in the manner prescribed by the laws of the State of Texas
relating to budgets in cities and towns. The Charter requires that no budget be
adopted or appropriations made unless the total of estimated revenues, income and
funds available shall be equal to or in excess of such budget or appropriations. Past
practice has been to present a draft budget to City Council at least six weeks prior to
fiscal year end.

a. The budget shall include four basic segments for review and evaluation: (1)
personnel costs, (2) base budget (same level of service) for operations and
maintenance costs, (3) decision packages for capital and other (non-capital)
project costs, and (4) revenues.

b. The budget review process shall include City Council participation in the
development of each of the four segments of the proposed budget.

c. The budget process will allow the opportunity for the City Council to address policy
and fiscal issues.

d. A copy of the proposed budget shall be posted on the City’s website when it is
submitted to the City Council.

2. Modified Incremental Approach. The operating budget less prior year supplemental
requests, shall serve as the starting point for budget estimates.

3. Adoption. Upon the presentation of a proposed budget document to the City Council,
the City Council shall call and publicize a public hearing. The City Council shall
subsequently adopt by Ordinance such budget, as it may have been amended, as the
City's Annual Budget, effective for the fiscal year beginning October 1.

As required by Section 11.05 of the Charter, if the City Council takes no action to adopt

a budget on or prior to September 27th, the budget as submitted by the City Manager,
is deemed to have been finally adopted by the City Council.
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4. Government Finance Officers Association. The annual budget shall be submitted
to the Government Finance Officers Association (GFOA) for evaluation and
consideration for the Distinguished Budget Presentation Award.

5. Truth in Taxation. Budget development procedures will be in conformance with State
law, outlined in the Truth in Taxation process. In the event of a tax increase, at least
two notices will be given and public hearings held.

B. PLANNING. Budgeting is an essential element of the financial planning, control, and
evaluation process of municipal government. The budget planning process is for a five
year period recognizing that budgets are influenced by decisions made in prior year
budgets and that decisions made in the current year budgets serve a precursor to future
budget requirements. The City shall recognize both short-term needs and objectives in
relation to the long-term goals of the City.

C. PREPARATION. The operating budget is the City’s annual financial operating plan. The
budget includes all of the operating departments of the City, the debt service fund, all
capital projects funds, internal service funds, and all special revenue funds of the City. An
annual budget shall be prepared for all funds of the City, with the exception that capital
projects will be budgeted on a project length basis, rather than an annual basis.

1. Basis of Budget. Operating budgets are adopted on a basis consistent with generally
accepted accounting principles as promulgated by the Governmental Accounting
Standards Board, with exceptions, including that depreciation is not included in the
budget, capital purchases are budgeted in the year of purchase, unmatured interest
on long-term debt is recognized when due, and debt principal is budgeted in the year
it is to be paid.

a. Governmental Fund Types are budgeted on a modified accrual basis, with
exceptions as noted above. Revenues are included in the budget in the year they
are expected to become measurable and available. Expenditures are included in
the budget when they are measurable, a liability is incurred, and the liability will be
liquidated with resources included in the budget.

b. Capital project budgets are project length budgets and are budgeted on a modified
accrual basis.

c. Proprietary fund types are budgeted generally on an accrual basis with exceptions
as noted above. Revenues are budgeted in the year they are expected to be
earned and expenses are budgeted in the year the liability is expected to be
incurred. The emphasis is on cash transactions in lieu of non-cash transactions,
such as depreciation. The focus is on the net change in working capital.

2. Legal Level of Control. The budget shall be adopted at the “legal level of control,”
which is, by Division, within individual funds. The level at which management, without
prior council approval, loses the ability to reapply budgeted resources from one use to
another is known as the budgets’ “legal level of control.” The City has a number of
levels of detail in the operating budgets - the fund, the department, the division, the
object and the line item.
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Example:
Fund - General Fund
Department - Public Safety
Division - Police
Object - Salaries, Other Pay and Benefits
Line Item - Regular Salaries

In the above example, the legal level of control is the budget total for the Police
Division. Department Heads may not exceed budget allocations at the object code
level in controllable account without City Manager approval.

3. ldentify Available Funds. The budget shall be sufficiently detailed to identify all
available funds. The format will include estimated beginning funds, sources of funds,
uses of funds, and estimated remaining funds at budget year-end. An actual prior
year, estimated current year and proposed budget shall be presented.

4. Interfund Transfers/Charges. A summary showing transfers and charges between
funds will be provided during the budget process to explain the "double counting" of
revenues and expenditures.

5. Periodic Reports. In compliance with Section 11.02(e) of the Charter, the City will
maintain a budgetary control system to ensure adherence to the budget and will
prepare periodic reports comparing actual revenues, expenditures and encumbrances
with budgeted amounts.

6. Self Sufficient Enterprise Funds. Enterprise operations, Utility Fund, Solid Waste,
are intended to be self-sufficient.

7. Administrative Cost Reimbursement. Enterprise fund budgets shall include a
reimbursement to the General Fund to pay a proportionate share of administrative
costs. Documentation to support the transfer shall be presented to City Council during
the budget process.

8. Charges to Other Funds by Internal Service Funds. Charges by internal service
funds to user divisions and funds shall be documented as part of the budget process.

9. Appropriations Lapse. Pursuant with Section 11.06 of the Charter, annual
appropriations lapse at year end. Items purchased through the formal purchase order
system (i.e., the encumbered portions), and not received by fiscal year end, are
presented to City Council for re-appropriation in the subsequent fiscal year. To be
eligible for automatic re-appropriation in a subsequent year, the goods or services
must have been ordered in good faith and appropriated in the year encumbered.. The
original budget is amended to include the re-appropriations. Capital projects budgets
do not lapse at year-end.

10. Performance Indicators and Productivity Indicators. The annual budget, where
possible, will utilize performance measures and productivity indicators.

D. BALANCED BUDGET. The budget shall be balanced using a combination of current
revenues and available funds. Current year operating expenses shall be funded with
current year generated revenues. No budget shall be adopted unless the total of
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estimated revenues, income, and funds available is equal to or in excess of such budget.

E. REPORTING. Periodic financial reports shall be prepared to enable the Department
Heads to manage their budgets and to enable monitoring and control of the budget.

F. CONTROL. Operating Expenditure Control is addressed in Section V of these Policies.

G. CONTINGENT APPROPRIATION. The General Fund, Utility Fund, and Solid Waste
Fund may have an adequate contingent appropriation. This contingent appropriation,
titted "Reserve for Future Allocation", shall be disbursed only by transfer to another
departmental appropriation. Transfers from this item shall be controlled as outlined in
Section VI, D of these policies.

H. EMPLOYEE BENEFITS. The City budget process shall include a review of employee
benefits.

1. Medical Insurance Fund - The Finance Committee shall review rates to be charged for
employee and dependent coverage.

2. Retirement Plan - The City is a member of the Texas Municipal Retirement System
(TMRS). Employees working at least 1,000 hours per year shall contribute 7% to the
TMRS plan. The City’s match will be established according to TMRS rates for the
benefit levels elected by the City. Any budgeted funds not spent can be deposited
with TMRS to reduce the City’s unfunded liability with Council’s approval or will revert
back to the unallocated monies in the appropriate fund.

3. Workers Compensation Insurance - The City shall participate in the Texas Municipal
League (TML) Workers Compensation Risk Pool. Rates for required coverage will be
established by the Pool, adjusted for experience on an annual basis. Refunds that
may be granted through the pool will be prorated between the City funds. Unspent
monies will revert back to the appropriate fund.

4. Social Security/Medicare - The City does not pay Social Security for employees.
Medicare is paid for employees hired after March 31, 1986 or for those employees
otherwise having access through the City.

5. Recommendations for adjustments to the pay and classification system will be made
annually in order to maintain external parity and internal equity. Recommendations
will be built into the proposed basic budget.

IV. RESERVES/UNALLOCATED FUNDS

A. OPERATING RESERVES/FUND BALANCES. The City shall maintain unallocated
reserves in operating funds to pay expenditures caused by unforeseen emergencies or
for shortfalls caused by revenue declines, and to eliminate any short-term borrowing for
cash flow purposes. Generally, unallocated reserves for all operating funds excluding,
Internal Service Funds, Capital Projects, and Special Revenue Funds shall be maintained
at a minimum amount of 25% of the annual budget (less transfers to capital projects) for
each fund unless specifically identified in this section. Unallocated reserves shall not be
used to support on-going operating expenditures. This reserve is defined as unreserved
current assets less inventory and on-going receivables (ex. utility billing, sales tax) minus
current liabilities payable from these assets.
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B. FUND BALANCES USED FOR CAPITAL EXPENDITURES. Reserves shall be used for
one time capital expenditures only if:

1. there are surplus balances remaining after all reserve and fund allocations are made;
or

2. the City has made a rational analysis with justifying evidence that it has an adequate
level of short and long-term resources.

C. SPECIFIC APPROPRIATION BY CITY COUNCIL. If fund balances are used to support
one time capital and onetime non-operating expenditures, the funds must be specifically
appropriated by the City Council.

D. CITY MANAGER'S AUTHORITY TO ASSIGN FUND BALANCE/UNALLOCATED
RESERVES.
At times, the City may be in various planning stages of projects. Each project will

undoubtedly have its own funding considerations and challenges. As a means of
planning for projects and ensuring (when necessary and appropriate) the availability of
Unallocated Reserves to pay for projects, the City Manager is hereby authorized to place
certain Unallocated Reserves in each of the City’s funds in “Assigned” status. The
definition of the term Assigned is as follows: Assigned Unallocated Reserves includes
amounts that are constrained by the City’s intent to be used for a specific purpose but
are neither restricted nor committed (as defined by GASB 54). When Unallocated
Reserves are placed in the “Assigned” status, they are to be noted and reduced as part
of the balance of Unallocated Reserves as calculated in the Fiscal and Budgetary
Policies , Section IV, A. The City Manager may assign Unallocated Reserves under the
following circumstances if the amount exceeds $100,000:

1. Matching funds for grants applied for with approval from the City Council.

2. When the City Manager is presented with documentation illustrating an adopted
Capital Improvement Project is expected to be in excess of budgeted funds.

3. When the City Manager has documented reason to believe that claims will
exceed budgeted revenues in the City’s Medical Insurance Fund.

4. When the City is engaged in litigation for which there is not expected to be third
party insurance coverage.

5. For Economic Development Incentive Agreements and/or Developers
Agreements approved by Council.

6. When the City Manager has documented reason to believe an amendment to the
budget will be necessary for which Unallocated Reserves will be the most likely
source of funds.

7. When the Council has approved a project and directed staff to proceed and the
next sequential step in the project (feasibility study, programming, rate study,
conceptual design, full design or construction) has not yet been identified for
funding.

The City Manager and/or his designee shall update the Assigned Unallocated Reserve
three times annually as follows:
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1. As soon as practical after the Council has adopted the Budget.

2. As soon as practical after the Comprehensive Annual Financial Report is
complete.

3. In conjunction with the annual budget adoption.

The updates described above will be reviewed, discussed and adopted by the Council
Finance Committee.

E. SPECIAL REVENUE FUNDS. Monies in the Special Revenue Funds shall be expended
for their intended purposes, in accordance with an approved budget. There is no reserve
requirement.

F. CAPITAL PROJECT FUNDS. Monies in the Capital Projects Funds shall be expended in
accordance with an approved budget. There is no reserve requirement.

G. INTERNAL SERVICE FUNDS. Working capital in equipment replacement funds will vary
to meet annual fluctuations in expenditures. Monies in the Internal Service Funds shall
be expended for their intended purpose in conformance with the approved budget and
approved replacement schedules. Additions to the Fleet or additional computer
equipment will not be funded from replacement funds without council approval.

H. GENERAL OBLIGATION DEBT SERVICE FUND AND INTEREST ACCOUNTS.
Reserves in the General Obligation Debt Service Fund and Utility Fund’s -Interest and
Sinking accounts shall be maintained as required by outstanding bond indentures.
Reduction of reserves for debt shall be done only with City Council approval after the
Council has conferred with the City's financial advisor to ensure there is no violation of
bond covenants.

I. DEBT COVERAGE RATIOS. Debt Coverage Ratios shall be maintained as specified by
the bond covenants.

J. MEDICAL INSURANCE FUND RESERVE. A reserve shall be established in the City's
Health Insurance Fund to avoid potential shortages. The reserve amount shall be 6
months of budgeted claims for Medical and Dental claims. Such reserve shall be used for
no purpose other than for financing losses under the insurance program.

K. The City shall contract for an actuarial review once every two years related to its OPEB
liability for retiree medical insurance benefit, in accordance with Government Accounting
Standard Board pronouncements.

V. REVENUE MANAGEMENT

A. CHARACTERISTICS OF THE REVENUE SYSTEM. The City strives for the following
optimum characteristics in its revenue system:

1. Simplicity and Certainty. The City shall strive to keep the revenue classification
system simple to promote understanding of the revenue sources. The City shall
describe its revenue sources and enact consistent collection policies to provide
assurances that the revenues are collected according to budgets and plans.
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2. Equity. The City shall make every effort to maintain equity in its revenue system
structure. The City shall minimize all forms of subsidization between entities, funds,
services, utilities, and customers.

3. Realistic and Conservative Estimates. Revenues are to be estimated realistically.
Revenues of volatile nature shall be budgeted conservatively.

4. Centralized Reporting. Receipts will be submitted daily to the Finance Department
for deposit and investment. Daily transaction reports and supporting documentation
will be prepared.

5. Review of Fees and Charges. The City shall review all fees and charges annually in
order to match fees and charges with the cost of providing that service.

6. Aggressive Collection Policy. The City shall follow an aggressive policy of collecting
revenues. Utility services will be discontinued (i.e. turned off) for non-payment in
accordance with established policies and ordinances. The attorney responsible for
delinquent tax collection, through the central collection agency, shall be encouraged
to collect delinquent property taxes using an established tax suit policy and sale of real
and personal property to satisfy non-payment of property taxes. A warrant officer will
aggressively pursue outstanding warrants, and the Court will use a collection agency
to pursue delinquent fines.

B. NON-RECURRING REVENUES. One-time or non-recurring revenues will not be used to
finance current ongoing operations. Non-recurring revenues will be used only for one-
time expenditures such as capital needs.

C. PROPERTY TAX REVENUES. All real and business personal property located within the
City shall be valued at 100% of the fair market value based on the appraisal supplied by
the Walker County Appraisal District. Reappraisal and reassessment is as provided by
the Appraisal District. Property tax rates shall be maintained at a rate adequate to fund
an acceptable service level. Based upon taxable values, rates may be adjusted to fund
this service level. Collection services shall be contracted out with a central collection
agency, currently the Walker County Appraisal District.

D. INTEREST INCOME. Interest earned from investment of available monies, whether
pooled or not, shall be distributed to the funds in accordance with the equity balance of
the fund from which monies were invested.

E. USER-BASED FEES AND SERVICE CHARGES. For services associated with a user fee
or charge, the direct and indirect costs of that service shall be offset wholly or partially by
a fee where possible. There shall be an annual review of fees and charges to ensure that
the fees provide adequate coverage of costs of services. Full fee support for operations
and debt service costs shall be required in the Proprietary Funds. Partial fee support shall
be generated by charges for miscellaneous licenses and fines, sports programs, and from
other parks, recreational, cultural activities, and youth programs.

F. UTILITY RATES. The City shall review and adopt utility rates annually that generate

revenues required to cover operating expenditures, meet the legal requirements of
applicable bond covenants, and provide for an adequate level of working capital.
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G. COST REIMBURSEMENTS TO THE GENERAL FUND. The General Fund shall be
reimbursed by other funds for a proportionate share of administrative costs.
Documentation to support the transfer shall be presented to City Council as part of the
budget process.

H. INTERGOVERNMENTAL REVENUES/GRANTS/SPECIAL REVENUES. Grant
revenues and other special revenues shall be spent for the purpose(s) intended. The City
shall review grant match requirements and include in the budget all grant revenues and
expenditures.

I. REVENUE MONITORING. Revenues actually received are to be regularly compared to
budgeted revenues.

J. REVENUE PROJECTIONS. Each existing and potential revenue source shall be re-
examined annually.

VI. EXPENDITURE CONTROL

A. APPROPRIATIONS. The responsibility for budgetary control lies with the Department
Head. Department Heads may not approve expenditures that exceed monies available at
the object code level. Capital expenditures are approved by the City Council on a per
project basis.

B. AMENDMENTS TO THE BUDGET. In accordance with the City Charter, the City Council
may transfer any unencumbered appropriated balance or portion thereof from any office,
department, or agency to another at any time.

C. CITY MANAGER'S AUTHORITY TO AMEND BUDGET.

1. Reserve for Future Allocation. The City Manager may authorize transfers of
$100,000 or less from the budgeted Reserve for Future Allocation. For authorizations
of $50,000 or less, the City Manager will report the use of Reserve for Future Allocation
as an informational item. For authorizations between $50,001 and $100,000, the City
Manager shall provide written notice to the Council of his/her intent to authorize a
transfer of Reserve for Future Allocation in excess of $50,000 (but not more than
$100,000), and allow seven (7) business days to pass without a request by a
Councilmember to place the proposed expenditure on a City Council meeting agenda
for full City Council consideration.

2. Transfer Between Line Items. The City Manager may, without prior City Council
approval, authorize transfers between budget line items within a Fund with the
exception that:

a) Transfers from Salary and Benefit accounts shall stay within the Salary and
Benefits account classification/object code.

b) Savings from City Council approved capital purchases may not be spent for other
than their intended purpose;

c) Additions to the Fleet and additional computer equipment may not be purchased
from equipment replacement funds

10
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3. Capital Project Budgets. The City Manager shall have the authority to transfer
amounts between line items of a capital project budget and to transfer monies from a
project’'s Contingency Reserve to fund change orders on the project. The City
Manager, without prior Council approval, may approve a change order to a
construction or engineering contract in an amount not to exceed $100,000, as long as
the cumulative total of all change orders to the project do not exceed the State allowed
maximum of 25% of the original contract price.

D. PURCHASING. All purchases shall be made in accordance with the Purchasing

Procurement and Disposition Policies approved by the Finance Committee. Purchasing
will review all bids before posting. The sealed bid requirement is $100,000 if the
anticipated bid is $100,000 or greater. Purchases of $100,000 and more in any one fiscal
year from any one vendor whether a single purchase or separate or sequential purchases
require city council approval. Purchases of less than $100,000 from a single vendor added
to purchases of less than $100,000 from another vendor creating an asset of $100,000 or
more do not require Council approval. The following shows a summary of approval
requirements for purchases.

APPROVAL REQUIREMENTS FOR PURCHASES

Supervisor
Or Director | Department Purchasing City City
Dollar Figure Designee Director Agent Manager Council
Less than $5,000 v

$5,000 to less than
$25,000 v v v

(Quotation Form and
Purchase Order)

$25,000 to less than

$100,000 (Purchase v v v v
Order)
$100,000 or more v v v v

v’ Denotes signature approval

E. CONTRACTS. The City Manager, or Mayor as authorized by Council, shall be the

signature authority on contracts above $20,000 pursuant to the approval requirement for
purchases as outlines after review by the City Attorney and Finance Director.

. PROMPT PAYMENT. All invoices approved for payment by the proper City authorities

shall be paid by the Finance Department within thirty (30) calendar days of receipt, in
accordance with the provisions of state law. Proper procedures shall be established that
enables the City to take advantage of all purchase discounts, except in the instance where
payments can be reasonably and legally delayed in order to maximize the City's investable
cash.

11

Page 64 of 75



Exhibit B FY 25-26

VII.CAPITAL IMPROVEMENTS PROGRAM AND THE CAPITAL BUDGET.

A. PROGRAM PLANNING. The City shall develop and maintain a multi-year plan for capital
improvements and make capital improvements in accordance with the approved plan. The
Capital Improvements Program will be updated annually. The Capital Improvements
Program (CIP) is a planning document and does not authorize or fund projects. The
planning time frame for the capital improvements program will normally be five to ten
years.

B. BUDGET PREPARATION. The capital budget shall evolve from the Capital
Improvements Program. Capital project expenditures must be appropriated in the capital
budget. A funding source and resource availability shall be presented to the City Council
at the time a project is presented for funding. The City's Capital Budget is to be prepared
annually in conjunction with the operating budget on a fiscal year basis to ensure that
capital and operating needs are balanced against each other. Projects approved for
funding from the Capital Improvements Program will be included in the Capital Budget.

C. PROJECT LENGTH BUDGET. A budget for a capital project shall be a project length
budget. At the end of the fiscal year, the unspent budget of an approved capital project
shall automatically carry forward to the subsequent fiscal year until the project is
completed. At project end, funds shall be available for project reallocation or returned to
the originating fund.

D. BUDGET AMENDMENT. All budget amendments shall be in accordance with State law.
City Manager authority to amend the budget is identified in Section VI - D.

E. FINANCING PROGRAMS. Alternative financing sources will be explored. The term of
the debt issue may not exceed the expected useful life of the asset.

F. REPORTING. Periodic financial reports shall be prepared to enable the Department
Heads to manage their capital budgets and to enable the Finance Department to monitor,
report, and provide information about the capital budget.

G. EVALUATION CRITERIA. Capital investments shall foster goals of economic vitality,
neighborhood vitality, infrastructure preservation, provide service to areas lacking service
and improve services in areas with deficient services. Evaluation criteria for selecting
which capital assets and projects to include for funding shall include the following:

e mandatory projects e maintenance projects
o efficiency improvement e project provides a new service
e policy area projects e extent of usage
e project's expected useful life o effect of project on operation and
e availability of state/federal maintenance costs
grants e elimination of hazards

e prior commitments
VIIl.  ACCOUNTING, AUDITING, AND FINANCIAL REPORTING

A. ACCOUNTING. The Finance Director is responsible for establishing the Chart of
Accounts and for recording financial transactions.

12
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B. AUDITING.

1. Qualifications of the Auditor. Section 11.16 of the City's Charter requires the
City to be audited annually by independent accountants ("auditor"). The CPA firm
must demonstrate that it has staff to conduct the City's audit in accordance with
generally accepted auditing standards and contractual requirements. The auditor
must be licensed by the State of Texas.

2. Responsibility of Auditor to City Council and Finance Committee. The auditor
is retained by and is accountable to the City Council. The auditor shall
communicate directly with the Finance Committee as necessary to fulfill its legal
and professional responsibilities. The auditor's report on the City's financial
statements shall be completed within 120 days of the City's fiscal year end.

3. Selection of Auditor. The City shall request proposals for audit services at least
once every three years. The City shall select the auditor by May 31, of each year.
As required in Section 11.16 of the City Charter, the Auditor is appointed by the
Mayor, with approval of the Council. The Certified Public Accountant shall have
no personal interest, directly or indirectly, in the financial affairs of the City or any
of its officers.

4. Contract with Auditor. The agreement between the independent auditor and the
City shall be in form of a written contract. A time schedule for completion of the
audit shall be included.

5. Scope of Audit. All general purpose statements, combining statements and
individual fund and account group statements and schedules shall be subject to a
full scope audit.

6. Publication of Results of Audit. As required by Section 11.16 of the City Charter,
notice of the completion of the audit shall be published in a newspaper and copies
placed in the office of the Director of Finance and the Huntsville Public Library. A
copy will also be available in the office of the City Secretary.

C. FINANCIAL REPORTING.

1. External Reporting. As a part of the audit, the auditor shall assist with preparation
of a written Annual Comprehensive Financial Report (ACFR) to be presented to
the City Council. The ACFR shall be prepared in accordance with generally
accepted accounting principles (GAAP) and shall be presented annually to the
Government Finance Officers Association (GFOA) for evaluation and
consideration for the Certificate of Achievement for Excellence in Financial
Reporting.

2. Availability of Reports. The annual comprehensive financial report shall be
made available to the elected officials, bond rating agencies, creditors and citizens.

3. Internal Reporting. The Finance Department shall prepare internal financial
reports, sufficient to plan, monitor, and control the City's financial affairs.

13
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IX. INVESTMENTS AND CASH MANAGEMENT

A. DEPOSITORY BANK. A Depository Bank shall be selected by the City Council for a five-
year period, according to Local Government Code Chapter 105.017, and may be renewed
in accordance with the Public Funds Investment Act. A request for proposal shall be used
as the means of selecting a Depository Bank. The Depository Bank shall specifically
outline safekeeping requirements.

B. DEPOSITING OF FUNDS. The Finance Director shall promptly deposit all City funds with
the Depository Bank in accordance with the provisions of the current Bank Depository
Agreement and the City Council approved Investment Policies. Investments and reporting
shall strictly adhere to the City Council approved Investment Policies.

C. INVESTMENT POLICY. All funds shall be invested in accordance with the approved
investment policy. Investment of City funds emphasizes preservation of principal.
Objectives are, in order, safety, liquidity and yield. A procedures manual shall be approved
by the Finance Committee.

D. MONTHLY REPORT. A monthly cash and investment report shall be prepared.
X. ASSET MANAGEMENT

A. FIXED ASSETS AND INVENTORY. A fixed asset of the City is defined as a purchased
or otherwise acquired piece of equipment, vehicle, furniture, fixture, capital improvement,
infrastructure addition, or addition to existing land, buildings, etc. A fixed asset’s cost or
value is $5,000 or more, with an expected useful life greater than one year. Improvements
and infrastructure values are $25,000 or more in cost with a useful life or extension of five
years.

B. MAINTENANCE OF PHYSICAL ASSETS. The City will maintain its physical assets at a
level adequate to protect the City’s capital investment and minimize future maintenance
and replacement costs. The budget will provide for the adequate maintenance and the
orderly replacement of fixed assets.

C. OPERATIONAL PROCEDURES MANUAL. Records shall be purged that do not meet the
capitalization criteria and operational procedures shall be in accordance with a fixed asset
records procedure manual.

D. SAFEGUARDING OF ASSETS. The City's fixed assets will be reasonably safeguarded
and properly accounted for. Responsibility for the safeguarding of the City's fixed assets
lies with the Department Head in whose department the fixed asset is assigned.

F. MAINTENANCE OF RECORDS. The Finance Department shall maintain the records of
the City's fixed assets including description, cost, department of responsibility, date of
acquisition and depreciation where applicable. Records of land and rights-of-way shall be
maintained in the Planning & Development Department.

14
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X1

G. ANNUAL INVENTORY. An annual inventory of assets shall be performed and accounted
for by each department using guidelines established by the Finance Department. Such
inventory shall be performed by the Department Head or the designated agent. The
Department Head shall use a detailed listing and shall be responsible for a complete
review of assigned fixed assets. A signed inventory list shall be returned to the Finance
Department.

G. INFRASTRUCTURE MAINTENANCE. The City recognizes that deferred maintenance
increases future capital costs. Funds shall be included in the budget each year to maintain
the quality of the City’s infrastructure. Replacement schedules should be developed in
order to anticipate this inevitable ongoing and obsolescence of infrastructure.

H. SCHEDULED REPLACEMENT OF ASSETS. As part of the ongoing replacement of
assets, the City has established Equipment Replacement Funds. These funds charge the
user funds, based on the estimated replacement cost and estimated life of the equipment.
The City maintains fleet and computer replacement funds.

DEBT MANAGEMENT

A. DEBT ISSUANCE. The City shall issue debt when the use of debt is appropriate and
specifically approved by the City Council and expenditure of such monies shall be in strict
accordance with the designated purpose.

B. ISSUANCE OF LONG-TERM DEBT. The issuance of long-term debt is limited to use for
capital improvements or projects that cannot be financed from current revenues or
resources and future citizens will receive a benefit from the improvement. Debt may be
issued for the purposes of purchasing land or rights-of-way and/or improvements to land,
street improvements, or construction projects to provide for the general good. For
purposes of this policy, current resources are defined as that portion of fund balance in
excess of the required reserves. The payback period of the debt will be limited to the
estimated useful life of the capital projects or improvements.

C. The City shall strive to schedule debt issues to take advantage of the small issuer status
designation in regard to Federal Arbitrage laws.

D. PAYMENT OF DEBT. When the City utilizes long-term debt financing it will ensure that
the debt is financed soundly by realistically projecting the revenue sources that will be
used to pay the debt; and financing the improvement over a period not greater than the
useful life of the improvement.

E. TYPES OF DEBT.

1. General Obligation Bonds (G.0.'s). General obligation bonds shall be used only to
fund capital assets of the general government, and not used to fund operating needs
of the City. General obligation bonds are backed by the full faith and credit of the City
as well as the ad valorem tax authority of the City. The term of a bond issue shall not
exceed the useful life of the asset(s) funded by the bond issue. General obligation
bonds must be authorized by a vote of the citizens of the City of Huntsuville.

2. Revenue Bonds (R.B.'s). Revenue bonds shall be issued as determined by City
Council to provide for the capital needs of any activities where the capital requirements

15

Page 68 of 75



Exhibit B FY 25-26

are necessary for continuation or expansion of a service which produces revenue and
for which the asset may reasonably be expected to provide for a revenue stream to
fund the debt service requirements. The term of the obligation may not exceed the
useful life of the asset(s) to be funded by the bond issue.

3. Certificates of Obligation (C.0.'s). Certificates of obligation may be used in order to
fund capital assets. Debt service for C.O.'s may be either from general revenues or
backed by a specific revenue stream or streams or by a combination of both. C.O.'s
may be used to fund capital assets where full bond issues are not warranted as a result
of the cost of the asset(s) to be funded through the instrument. Infrastructure and
building needs may also be financed with Certificates of Obligation, after evaluation of
financing alternatives by the City’s Financial Advisor. The term of the obligation may
not exceed the useful life of the asset(s) to be funded by the proceeds of the debt
issue.

4. Tax Anticipation Notes. Tax Anticipation Notes may be used to fund capital assets
of the general government or to fund operating needs of the City. Tax Anticipation
Notes are backed by the full faith and credit of the City as well as the ad valorem tax
authority of the City. The term of a note issue shall not exceed the useful life of the
asset(s) funded by the debt issued or seven years whichever is less.

5. Capital Lease. Capital leases may be used to fund capital assets with shorter lives
(generally less than 10 years) for vehicles, equipment and software. The term shall
not exceed the useful life of the assets.

F. METHOD OF SALE. The City shall use a competitive bidding process in the sale of bonds
and certificates of obligation unless some other method is specifically agreed to by City
Council.

G. FINANCIAL ADVISOR. The Finance Committee will recommend to the City Council a
financial advisor to oversee all aspects of any bond issue.

H. ANALYSIS OF FINANCING ALTERNATIVES. Staff will explore alternatives to the
issuance of debt for capital acquisitions and construction projects. These alternatives will
include, but not be limited to, 1) grants in aid, 2) use of reserves, 3) use of current
revenues, 4) contributions from developers and others, 5) leases, and 6) impact fees.

I. DISCLOSURE. Full disclosure of operations shall be made to the bond rating agencies
and other users of financial information. The City staff, with the assistance of financial
advisors and bond counsel, shall prepare the necessary materials for presentation to the
rating agencies, and shall aid in the production of Offering Statements.

J. DEBT STRUCTURING. The City will generally issue debt for a term not to exceed 20
years. The City will exceed a 20-year term only upon recommendation of the City’s
Financial Advisor and in no case shall the term of the debt issue exceed the life of the
asset acquired. The repayment schedule shall approximate level debt service unless
operational matters dictate otherwise or if market conditions indicate a potential savings
could result from modifying the level payment stream. Consideration of market factors,
including tax-exempt qualification, and minimum tax alternatives will be given during the
structuring of long-term debt instruments.

K. FEDERAL REQUIREMENTS. The City will maintain procedures to comply with arbitrage
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rebate and other Federal requirements.

L. BIDDING PARAMETERS. The notice of the sale of bonds will be carefully constructed so
as to ensure the best possible bid for the City, in light of the existing market conditions
and other prevailing factors. Parameters to be examined include:

Limits between lowest and highest coupons

Coupon requirements relative to the yield curve

Method of underwriter compensation, discount or premium coupons
Use of bond insurance

Call provisions

XI.INTERNAL CONTROLS

A. WRITTEN PROCEDURES. Wherever possible, written procedures shall be established
and maintained by the Finance Department for all functions involving cash handling and/or
accounting throughout the City. These procedures shall embrace the general concepts of
fiscal responsibility set forth in this policy statement.

B. DEPARTMENT HEAD RESPONSIBILITIES. Each Department Head is responsible to
ensure that good internal controls are followed throughout the Department, that all Finance
Department directives or internal controls are implemented, and that all independent
auditor internal control recommendations are addressed.

C. COMPUTER SYSTEM/DATA SECURITY. The City shall provide security of its computer
system and data files through physical security and appropriate backup procedures. A
disaster recovery plan shall be developed by the Information Services Department.
Computer systems shall be accessible only to authorized personnel.

Xll.  RISK MANAGEMENT

A. RESPONSIBILITY. A risk manager is responsible for the general risk liability insurance
risk management function of the City. Recommendations for deductibles, limits of
coverage, etc. shall be presented to the Finance Committee for review.

B. EMPLOYEE SAFETY. The City will aggressively pursue opportunities to provide for
employee safety. The goal will be to minimize the risk of loss, with an emphasis on
regularly scheduled safety programs.

C. SELF INSURED HEALTH INSURANCE. A detailed annual report shall be given to the
Finance Committee that includes available funds, expected payouts in the plan,
reinsurance costs and a rate recommendation. The presentation shall include a proposed
budget for a period coinciding with the City's fiscal year.

XIV. ROLE OF THE FINANCE COMMITTEE OF CITY COUNCIL

The finance committee appointed by City Council upon recommendation of the Mayor
shall have responsibilities including:

Monitoring and recommending changes to the Investment Policy;
Managing the audit;

Review of liability insurance coverage’s.

Oversight of budget and finances

oW
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CITY COUNCIL FINANCE COMMITTEE AGENDA

10/21/2025

Agenda Item Number: 2.f.

Agenda Item: Discussion of Proposed 2025-2026 Fee Schedule

Initiating Department/Presenter: Finance

Presenter:
Lance Hall, Finance Director

Discussion: Discussion of Proposed 2025-2026 Fee Schedule.

Financial Implications:

Associated Information:
1. FY 26 Fee Schedule Changes Requested Master FINAL updated 10.8.25 for Public Works
changes
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FY 25-26 Fee Schedule
Adopted 9.16.2025

Schedule of Fees an

d Charges

FY 2026 Changes

Services *s

Single Family/Jointly Metered Residential

First 2,000 gallons

$21.10 per month

Over 2,000 gallons

$7.88 per thousand gallons

Note: Each individually metered residential dwelling unit shall be charged a monthly wastewater service charge and a volume charge based upon the

average amount of water consumed during the months of November, December, January and February of each year, rounded to the nearest 100 gallons.

Customers moving onto an existing or newly constructed, single family residential unit shall billed for sewer at eighty percent (80%) of current

monthly consumption up to a maximum monthly amount for 10,000 gallons until the winter month history is established.

Residential customers not connected to the waterworks system of the city shall be billed monthly by the city for wastewater services at a calculated

rate based on the average residential water consumption of sixty-eight hundred (6,800) gallons $58.92, or at a rate based on the average

water consumed during the months of November, December, January and February of each fiscal year from the billing records of a special water district.

Commercial/Institutional Users

First 2,000 gallons

$24.35 per month

$7.88 per thousand gallons

Over 2,000 gallons
T

Commercial customers shall be billed at a rate that is consistent with the regular wastewater charge of similar type businesses, premises or users

receiving service from the city. The utility office supervisor shall recommend for approval

such service charge and conditions as deemed appropriate to

the Finance Committee of the City Council and the Finance Committee shall approve the

same.

Septic Waste Disposal Fee

Septic Waste Receiving Station

$0.09 per gallon

Septic Waste Hauler Permit $100 per year
Sewer Service Call (normal business hours, problem found to be on customer side,
to include residents, plumbers and contractors)
0-3 False Alarms No Charge 0-1-No Charge
4-5 False Alarms $25.00 2-3 -$25
6-7 False Alarms $50.00 4-5 - $50
8+ F‘alse Alarms $100.00 6+ - $100
After hours Sewer Service Call (After Business hours, problem found to be on
customer side, to include residents, plumbers and contractors)
0-3 False Alarms (after hours) No Charge 1-$500
4-5 False Alarms (after hours) $50.00 2-3-$100
6-7 False Alarms (after hours) $100.00 4+ - $200
8+ False Alarms (afterhours) $200.00
Stormwater Utility Fees:

Passed by Ordinance # 2024-22 9.17.2024

Residential Property Fee

$5.00 per month

Non-Residential Property Fees

Property (excluding property owned by a school district, religious organization,
county or municipality)

Allocated Impervious Area on the Parcel(s) in square feet (sf) X
$0.00152/SF/month

Property owned by a school district, religious organization, county or municipality

Allocated Impervious Area on the Parcel(s) in square feet (sf) X
$0.00076/SF/month
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FY 25-26 Fee Schedule
Adopted 9.16.2025

Schedule of Fees and Charges FY 2026 Changes
Solid Waste Services

¥ &
Per Month Fee

Residential Collection

Single Family Households-Inside City Limits $26.53
|Additional Collection Cart $14.14
| ]

Business Minimum Inside City Limits Collection $27.91
|Additional Collection Cart $14.14

Per Month Fee per Unit
Multi-Family Residential Collection

Individually Metered Units With Dumpster $26.53
Individually Metered Units Without Dumpster $26.53
Jointly Metered Units Without Dumpster $26.53
Jointly Metered Units With Dumpster By size of container and number of pickups (see below)

Commercial Collection-INSIDE City Limits-Dumpsters and Roll Offs

I I
Per Month Fee
2 Yard Dumpster

1 Collection per week $86.92
2 Collections per week $146.07
3 Collections per week $205.22
4 Collections per week $264.36
5 Collections per week $323.52
Per Pickup Fee
Unscheduled/Extra Pickups - ONSITE $39.15
Unscheduled/Extra Pickups - Start from Transfer Station $52.21
After Hours/Extra Pickups $84.39

Per Month Fee
4 Yard Dumpster

1 Collection per week $110.53
2 Collections per week $193.34
3 Collections per week $276.10
4 Collections per week $358.88
5 Collections per week $441.65
Per Pickup Fee
Unscheduled/Extra Pickups - ONSITE $54.80
Unscheduled/Extra Pickups - Start from Transfer Station $73.07
After Hours/Extra Pickups $107.21

Per Month Fee
6 Yard Dumpster

1 Collection per week $134.17

2 Collections per week $240.58

3 Collections per week $346.98

4 Collections per week $559.78 $ 453.40
5 Collections per week $543.48 $ 559.78

Per Pickup Fee

Unscheduled/Extra Pickups - ONSITE $70.44

Unscheduled/Extra Pickups - Start from Transfer Station $93.92

After Hours/Extra Pickups $130.26

Per Month Fee

8 Yard Dumpster

1 Collection per week $157.80
2 Collections per week $287.83
3 Collections per week $417.86
4 Collections per week $547.90
5 Collections per week $677.94
Per Pickup Fee

Unscheduled/Extra Pickups - ONSITE $86.07

Unscheduled/Extra Pickups - Start from Transfer Station $114.78
After Hours/Extra Pickups $153.20
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FY 25-26 Fee Schedule
Adopted 9.16.2025

Schedule of Fees and Charges

FY 2026 Changes

Excessive Wear and Tear of Dumpsters

Dumpster Cleaning $104.34
Dumpster Cleaning and Painting $153.38
Dumpster Cleaning and Painting when Burned $367.27
Dumpster Cleaning, Painting and Bottom Replacement when Burned $708.27

Dumpster emptied due to placement of large item

No flat fee, charged as unscheduled pickup from transfer station according to
dumpster size

Each Lid

[ |Replacement Lids and Bars - Stolen, Unauthorized Removal or Damage

$42.96

Per Month Fee Plus Tonnage Fee of $87.69 per ton

Per Month Fee Plus Tonnage Fee of $87.69 per ton

Open Top Roll-off - Inside City Limits

1 Collection per week $607.00

2 Collections per week $1,153.00
3 Collections per week $1,643.00
4 Collections per week $2,190.00
5 Collections per week $2,738.00

Trip Fee Plus Tonnage Fee of $85.14 per ton

Per Month Fee Plus Tonnage Fee of $85.14 per ton

$87.69 per ton

Extra Pickups $200.00
Call In $295.00
Stand-by $295.00

Trip Fee Plus Tonnage Fee of $85.14 per ton

Per Month Fee Plus Tonnage Fee of $85.14 per ton

$87.69 per ton

Compacting Roll-off

Scheduled $200.00
Unscheduled $295.00
Extra Pickups $200.00
Roll-off Inactivity Fee $295.00

Per Trip Based on Compactor Type
|Repositioning $100.00

Set Fees and Deposits

Roll-off Container Set Fee, New Commercial and Existing Commercial Contractors,

$162.23 / per Roll Off

\Inside City Limits (To Drop Off Roll-Off) One Time Fee

DEPOSIT - New Commercial Contractors, Inside City Limits

$1,500 / per account

Per Roll Off

Commercial Collections for OUTSIDE City Limits, TDCJ, SHSU - Dumpsters & Roll-of!

s

Per Month Fee

Commercial Collection

By size of container and number of pickups (see below)

2 Yard Dumpster

1 Collection per week $103.47
2 Collections per week $173.89
3 Collections per week $244.32
4 Collections per week $314.73
5 Collections per week $385.16
Per Pickup Fee
Unscheduled/Extra Pickups - ONSITE $46.59
Unscheduled/Extra Pickups - Start from Transfer Station $62.13
After Hours/Extra Pickup $100.46
Per Month Fee
4 Yard Dumpster
1 Collection per week $131.61
2 Collections per week $230.15
3 Collections per week $328.70
4 Collections per week $427.24
5 Collections per week $525.79
Per Pickup Fee
Unscheduled/Extra Pickups - ONSITE $65.24
Unscheduled/Extra Pickups - Start from Transfer Station $86.99
After Hours/Extra Pickup $127.63
17

Page 74 of 75



FY 25-26 Fee Schedule
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Schedule of Fees and Charges FY 2026 Changes
Per Month Fee
6 Yard Dumpster
1 Collection per week $159.73
2 Collections per week $286.40
3 Collections per week $413.07
4 Collections per week $539.75
5 Collections per week $666.41
Per Pickup Fee
Unscheduled/Extra Pickups - ONSITE $83.85
Unscheduled/Extra Pickups - Start from Transfer Station $111.81
After Hours/Extra Pickup $155.08
Per Month Fee
8 Yard Dumpster
1 Collection per week $187.85
2 Collections per week $342.66
3 Collections per week $497.46
4 Collections per week $652.25
5 Collections per week $807.06
Per Pickup Fee
Unscheduled/Extra Pickups - ONSITE $104.49
Unscheduled/Extra Pickups - Start from Transfer Station $141.80
After Hours/Extra Pickup $189.26
Per Month Fee Plus Tonnage Fee of $92.13 per ton $ 95.82
Open Top Roll-off
1 Collection per week $723.59
2 Collections per week $1,222.29
3 Collections per week $1,721.03
4 Collections per week $2,219.74
5 Collections per week $2,471.33
Per Trip Fee Plus Tonnage Fee of $92.13 per ton $ 95.82
Extra Pickups $183.19
Call In $393.28
Stand-by $393.28

Set Fees and Deposits

Roll-off Container Set Fee, New Commercial and Existing Commercial Contractors,

Outs‘ide City Limits (To Drop Off Roll-Off) One Time Fee $184.13 / per roll off
DEPOSIT - New Commercial Contractors, Outside City Limits $1,500 / per account
\
Disposal Fees at Scale House
Basic Fee - Inside City Limit $78.00 per ton
Basic Fee - Outside City Limit, TDCJ, SHSU $97.41 per ton
Minimum Fee - Inside City Limit $15.00
Minimum Fee—- Outside City Limit, TDCJ and SHSU $20.00
White Goods/Large Furniture - Inside City Limit $78.00 per ton
White Goods/Large Furniture - Outside City Limit, TDCJ and SHSU $97.41 per ton
Yard waste and limbs - Inside City Limit smaller than 4" diameter Free with City Water Bill
Trees, stumps, limbs - Inside City Limit $78.00 DIAMETER GREATER 4" / Free with City Water Bill
Trees, stumps, limbs - Outside City Limit, TDCJ and SHSU $97.41 per ton
Tires, Small (i.e. car or pickup truck) - Inside City Limit $4.54 Per Tire
Tires, Small (i.e. car or pickup truck) -Outside City Limit, TDCJ and SHSU $5.68 Per Tire
Tires, Large (i.e. semi-truck) - Inside City Limit $20.43 Per Tire
Tires, Large (i.e. semi-truck) - Outside City Limit, TDCJ and SHSU $24.40 Per Tire
Small dead animal (i.e. dog, cat) - Inside City Limit $5.68 each
Small dead animal (i.e. dog, cat) - Outside City Limit, TDCJ and SHSU $7.09 each
Large dead animal (i.e. cow, horse) - Inside City Limit $78.00 per ton
Large dead animal (i.e. cow, horse) - Outside City Limit, TDCJ and SHSU $97.41 per ton
18

Page 75 of 75



	1 CALL TO ORDER
	2 DISCUSSION/CONSIDERATION
	a Consider the minutes of the August 19, 2025 Financ
	City Council Finance Committee
	Fin Comm Minutes 8.19.2025

	b Budget Amendment(s) FY 24-25
	City Council Finance Committee
	BA - PEB Trust FY 24-25 - Fin Comm and Council 

	c Budget Amendment(s) FY 25-26
	City Council Finance Committee
	Exhibit A BA FY 25-26 Fin Comm - Computer Equipment Fund AV Equipment
	Exhibit B BA for Rifle-Resistant Body Armor
	Exhibit C BA FY 26 Airport Road Realignment Project
	Exhibit D Carry Overs from FY 2025 to FY 2026
	Exhibit e Carry Overs from FY 2025 to FY 2026 details

	d Consider proposed change to Purchasing Policies - 
	City Council Finance Committee
	Procurement Manual Draft September 2025 lmh

	e Discussion of Fiscal Policies with proposed change
	City Council Finance Committee
	Exhibit B FY 25-26 Fiscal Policies updated 100825 lmh increase limit (1)

	f Discussion of Proposed 2025-2026 Fee Schedule
	City Council Finance Committee
	FY 26 Fee Schedule Changes Requested Master FINAL updated 10.8.25 for Public Works changes


	3 ADJOURNMENT

