





FISCAL YEAR 2022 BUDGET
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$2,213,132 | $2,258,257 | $2,320,612 | $2,405,535 | $2,409,599 | $2,390,314 | $2,395,615 | $2,591,678

Table |

FY2022 Revenue Budget

Compared with FY2021 Estimate

Table | below provides the FY2022 General Fund revenue budget by categories. As shown, the total revenue is
expected to be $2.6 billion or $196.1 million higher than the projected FY2021revenue.

Projected Revenue ($ Thousands)

FY2021 FY2022
Category Estimate Budget (I BZTZZQ)
General Property Taxes 1,245,356 1,230,985 (14,3719
Industrial Assessment 21,787 21,813 26
Sales Taxes 675,000 703,000 28,000
Other Tax 12,000 15,983 3,983
Electric Franchise 98,932 95,878 (3,054)
Telephone Franchise 21,834 20,816 (1,018)
Gas Franchise 13,034 13,083 49
Other Franchise 19,701 19,542 (159)
Licenses and Permits 31,400 31,067 (333)
Intergovernmental 68,629 250,394 181,765
Charges for Services 66,354 69,014 2,660
Direct Interfund Services 63,016 61,766 (1,250)
Indirect Interfund Services 24,364 23,118 (1,246)
Municipal Courts Fines and Forfeits 13,213 15,090 1,877
Other Fines and Forfeits 2,919 3,349 430
Interest 5,011 5,511 500
Miscellaneous/Other 13,065 11,269 (1,796)
Total 2,395,615 2,591,678 196,063
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FISCAL YEAR 2022 BUDGET

Based upon the adopted tax rate set by Council and taxable value as assessed by CAD, tax bills are generated
and sent to taxpayers by the Harris County Tax Office around mid-November. Payment is due by January 31st
of the following year. Taxes not paid by the due date are delinquent and subject to penalties and interest charges.
Taxpayers who wish to appeal values set by CAD may do so if taxes on the uncontested value are paid timely.

Occasionally, taxes are overpaid as a result of errors in appraisal or an overpayment by a taxpayer. The Harris
County Tax Office refunds such payments based upon the Texas Property Tax Code and documentation supplied
by the taxpayers. Fluctuations in collections reflect changes in assessed property values, collection efforts, and

tax rate.

The FY2022 property tax value is based on the Certified Estimate provided by CAD to the City on April 30, 2021.
FY2022 value is $268.0 billion, which is net of the current senior/disabled exemption of $160,000. The estimated
taxable value is then reduced by the estimated incremental value of properties within the Tax Increment
Reinvestment Zones (TIRZ). The taxable value net of TIRZ is estimated at $232.0 billion.

Below is a graph showing the ten-year history of property taxable values in Houston, with the $268.0 billion
estimate shown for FY2022.
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The following graph provides a seven-year comparison of the City’s Sales Tax revenue.
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Industrial District Assessments

The City of Houston has Industrial District Contract Agreements with more than 100 companies located within
the Houston Extra-Territorial Jurisdiction (ETJ), for a period of fifteen years. A contractually reduced ad valorem
assessed valuation fee is calculated and billed annually to each company in lieu of the property being annexed
and subject to City of Houston property taxes. Industrial District Assessments are based on current year property
values provided by HCAD. The City expects to collect $21.8 million in FY2022.

Mixed Beverage Tax

Following the end of each calendar month, the State Comptroller allocates 10.7143% of the mixed beverage tax
received to the counties and cities.

Mixed beverage tax allocation amounts are dependent upon the timing and accuracy of taxpayer’s returns and
payments, but generally represent taxes remitted to the Comptroller's Office during the calendar month,
immediately preceding the month the allocation is distributed.

The FY2022 budget is $16.0 million. This is approximately $4.0 million or 33.2% higher than FY2021 estimate.
The large revenue increase in FY2022 reflects the COVID-19 recovery from the low collection received in FY2020
and FY2021, as bars and restaurants are fully re-opened.
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The following graph shows the seven-year comparison of the City’s mixed beverage tax revenue.

Mixed Beverage Taxes
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Franchise Fees

Franchise fees are paid by companies, entities, or persons for the privilege of using public property for private
purposes. Franchise agreements have been granted to numerous utilities and other enterprises, either directly
by the City of Houston or by the State of Texas, including CenterPoint Energy, AT&T, several cable television
firms, and others.

Changes in franchise revenue depend on many factors including economic fluctuations, rate charges, customer
usage, franchise agreement changes and legislative actions. In FY2020, franchise revenue for cable and
telephone decreased as a result of Texas Senate Bill 1152. This impacts the amount of compensation the local
municipalities receive from companies that are occupying the rights-of-way to provide both cable/video services
and telecommunications services by allowing these providers to pay only one fee. In FY2021, franchise revenue
for electricity, cable and telephone decreased primarily due to the impact of the COVID-19 pandemic on each
industry.

Electric Franchise

Electric franchise fees are paid to the City for the right to conduct an electric light and power business and to use
the City’s rights-of-way for that business.

There are two companies in Houston that pay electric franchise fees: CenterPoint Energy Houston Electric
(“CenterPoint”) and Entergy. CenterPoint pays approximately 99.9% of the electric franchise fees paid to the
City, which represents approximately $97.7 million per year.

Prior to electric deregulation, which became effective on January 1, 2002, electricity franchise payments were
calculated as a percentage of the electric company’s gross revenues from sales to customers located within the
City limits. Under this payment formula, electric franchise fees to the City fluctuated from $80 million to as much
as $90 million per year.
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From January 2002 through June 2005, franchise payments were no longer calculated based on a percentage
of gross revenues, but instead were based on kilowatt hour consumption by customers within the City limits.
During this period, electric franchise revenues dropped significantly, averaging $75 million each year.

In July 2005, the City and CenterPoint entered into a new franchise agreement for a term of 30 years. The new
agreement establishes a base franchise fee to the City of approximately $96 million per fiscal year, payable
monthly, which is adjusted annually based on kilowatt hours delivered in the City.

The FY2021 electric franchise fee estimate is $97.7 million. The FY2022 electric franchise fee estimate of $94.6
million is approximately 3.2% lower than the FY2021 estimate. Kilowatt hour consumption for calendar year
2020 was down 4.0% from 2019 primarily due to lower commercial and industrial electric demand due to the
COVID-19 pandemic.

The City of Houston exercises original jurisdiction over the rates, operations and services of these electric utilities
for the Houston area.

Natural Gas Franchise

Like electric franchise fees, natural gas franchise fees are paid by utilities that use the City’s rights-of-way for the
transportation, delivery, sale and distribution of natural gas to customers in the City.

There are two companies in Houston that pay natural gas franchise fees: CenterPoint Energy Resources
Corporation (“CenterPoint” — formerly Entex) and SiEnergy L.P. CenterPoint pays approximately 99.9% of the
natural gas franchise fees paid to the City, which represents approximately $13.0 million per year.

CenterPoint's fees are paid monthly and are based on 5% of gross receipts on a rolling 3-year average. For
FY2022, franchise fees are based on CenterPoint’'s 2018, 2019 and 2020 gross revenues.

The estimate for FY2021 natural gas franchise fees from CenterPoint is approximately $13.0 million. The FY2022
natural gas franchise fee estimate is $13.1 million, an increase of 0.4% from FY2021. CenterPoint's calendar
year 2020 revenues were $238.5 million compared to calendar year 2017’s revenues of $235.7 million, an
increase of 1.2%. Although Commercial, Industrial and Miscellaneous account revenues were much lower in
2020 compared with 2017, mostly due to the impact of the COVID-19 pandemic, the residential and transportation
account revenues in 2020 were up 8.2% and 20.7%, respectively, compared to 2017’s accounts, which accounts
for the slight increase in overall revenue.

The graph below provides a seven-year comparison of the City’s natural gas franchise fee revenue.
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The City of Houston exercises original jurisdiction over the rates, operations and services of these natural gas
utilities for the Houston area.

Telephone Franchise

Since deregulation of this industry in 2000, the telephone franchise fee paid to municipalities in Texas is derived
by applying an “access line rate,” assigned by the Public Utilities Commission of Texas (PUCT) and adjusted
annually for inflation. The access line rates that is in effect during FY2022 are as follows: residential ($1.89); non-
residential ($6.36); and point-to-point ($17.95).

The FY2021 estimate for telephone franchise fee is $21.8 million. The FY2022 projection of $20.8 million is a
4.6% decrease from FY2021 estimate primarily due to the impact of the COVID-19 pandemic on the industry.

The following graph below provides a seven-year comparison of the City’s telephone franchise fee revenue.
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Cable TV Franchise Fees

Currently, there are four cable television/video service-providers operating in Houston under state-issued
certificates of franchise authority: Comcast Cable, AT&T U-Verse, Suddenlink, and En-Touch Systems. Under
the terms of the state franchise, these operators also pay the City of Houston 5% of their gross revenues from
sales to Houston customers. The largest of these franchises is Comcast, which accounts for approximately
94.6% of the total cable franchise revenue projection for FY2022. The projection for FY2022 is $11.9 million,
which is 1.0% lower than the FY2021 estimate of $12.0 million primarily due to the impact of the COVID-19
pandemic on the industry.

Solid Waste Hauler Franchise Fees

Solid waste haulers pay fees to compensate the City for the use of City streets. Approximately 121 active solid
waste hauler franchises pay 4% of gross revenues from transporting commercial solid and industrial wastes that
originate within the City limits. The FY2022 estimate of $7.6 million, a slight increase in revenues as a result of
projected recovery of the industry from the COVID-19 pandemic.
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The Aviation Enterprise Fund also pays for fire protection provided by the Fire Department to the Houston Airport
System. The FY2022 projection of $20.4 million is $136,000 higher than the FY2021 estimate of $20.3 million.

Payments received for other direct services performed by the General Fund are recovered throughout the year.
The FY2022 projection of $7.7 million is $1.4 million lower than the FY2021 estimate of $9.1 million.

Indirect Cost Recovery

The General Fund provides citywide central support services and recovers the cost of these services through
allocation of indirect costs. These amounts are determined through the preparation of an annual cost allocation
plan, which distributes administrative overhead costs to General Fund operating departments and to other funds.

For FY2022, the proposed plan calls for cost recoveries totaling $23.1 million, a decrease of $1.2 million in indirect
interfund revenue from the FY2021 estimate of $24.4 million.

Moving Violations

InFY2022, we project 258,195 Moving Violations to be issued. Total Moving Violations revenue budgeted is $8.9
million, which results in an average of $34.47 for each Moving Violations in FY2022.

Moving Violations Revenue Per Ticket Issued
3 Month Rolling Average
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The graph below provides a seven-year comparison of the City’s Moving Violations revenue.

Moving Violations
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Other Municipal Courts Fines and Forfeitures

The FY2022 Other Municipal Court Fines and Forfeitures are projected at $6.2 million.

Miscellaneous/Other

The FY2022 revenue is estimated at $11.3 million, which is approximately $1.8 million lower than FY2021
estimate of $13.1 million. This is mainly due to decrease in Verizon rebate.

All Other Revenues

Estimated revenues in remaining categories have been calculated using simple trend analysis, as well as
operational and collections information from the collecting department. These revenues are estimated at $10.2
million in FY2022, and $10.0 million in FY2021 estimate.

A detailed listing of General Fund revenues by category are presented in the appendices.
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