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Office of the City Manager 
 
 
 
 
 
 
 
 

 
October 1, 2002 
 
 
Honorable Mayor Flores and City Council Members: 
 
In accordance with the local and state law, we are pleased to present for your consideration 
the proposed Annual Operating Budget for the fiscal year October 1, 2002 through 
September 30, 2003.  This document represents an overall plan for the City and was 
developed to offer a program of expenditures consistent with the growing needs of our 
community. 
    
Laredo has consistently remained as one of the fastest growing cities in both the nation and 
the state for the past several years.  Since FY1993-94, revenues and expenditures have 
nearly doubled.  This phenomenal growth has impacted our economy tremendously.  The 
City continues to experience an increasing demand for infrastructure development and 
municipal services in many areas. 
 
Our goal is to provide a revenue base that will sustain the current economic opportunities.  
The budget process mandates a critical analysis of City Council’s goals as they relate to the 
allocation of financial resources. 
 
POLICY STATEMENTS AND GOALS 
 
In June 2002, City Council, along with City staff, held a strategic planning session in order to 
revisit and develop policy statements and one to five year goals.  Staff is currently working to 
finalize those policy statements and goals of the City Council.  The budget process 
incorporates existing goals into action and critically evaluates the effectiveness of existing 
programs to assess resource allocation and ensure successful accomplishment. 

 
 

TRANSPORTATION 
 
The enormous growth in commercial traffic, via rail and truck, coupled with fast-paced 
population growth, continues to make Laredo’s transportation system a top priority.  The 
World Trade Bridge (Bridge IV) commenced operations on April 15, 2000.  The presence of 
this crossing has become vital to the expeditious flow of commercial traffic, which totaled 
1,102,211 in crossings in FY 2001 alone. 
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Our biggest challenge is to identify a mechanism for financing infrastructure projects that are 
currently in the (five-year) Capital Improvement Plan.  Projects such as the reconstruction 
and widening of Bartlett Avenue, as well as, the Bartlett Avenue extension require large 
financial commitments and cannot be funded on a “pay as you go” basis.  Staff is currently 
evaluating alternative mechanisms for funding such projects.  The City continues to work 
through the advocacy efforts of the Texas Border Infrastructure Coalition, Border Trade 
Alliance, and other transportation organizations in bringing focus to transportation 
infrastructure needs by the State and Federal government.   
 
 

PUBLIC SAFETY 
 
The Police and Fire departments strength increased by 58 police officers and 53 firefighters, 
respectively, in the last five years.  It is City Council’s goal to have at least one Community 
Oriented Police workstation in each City Council Member’s District.  The City currently has 
thirteen (13) workstations in operation within fifteen precincts.  Each substation has 
approximately 10 to 13 police officers including a sergeant at a cost of approximately 
$500,000.  On November 13, 2001, City Council accepted a grant awarded by the United 
States Department of Justice, Cops in Schools Program for the addition of fourteen (14) 
School Resource Officers.  In addition, on July 1, 2002, City Council accepted an additional 
grant awarded by the United States Department of Justice, COPS Program for the addition of 
forty (40) Patrol Officer Cadets to the Police force.  
 
Fire Station No. 12 on University Blvd. and Loop 20 was completed in September 2001 at a 
total cost of $940,000.  The location of Fire Station No. 12 was critical due to its close 
proximity to Texas A&M International University and the Laredo Entertainment Center. 
 
The construction of the Laredo International Fire & Law Enforcement Training Facility 
commenced on September 5, 2001 at a cost of $5.2 million dollars.  Phase I includes the 
administration building, burn house, infrastructure improvements, drill tower, Haz-Mat facility, 
Fire Extinguisher training area, and classrooms.  The 10,000 square foot facility has enough 
room to be able to accommodate the relocation of the fire station previously located at 
Columbia Bridge and still has 200 acres available for expansion.  The construction of the 
training facility will enable the City to provide training for both Fire and Police personnel.  In 
addition, the Fire Department continues to promote the availability of the center to provide 
instruction and training to local, state and federal, as well as, international agencies.   
 
Phase II of the Laredo International Fire & Law Enforcement Training Facility commenced in 
June 2002, which includes a mock aircraft prop, and an Emergency Vehicle Operators 
Course (EVOC).  Funding in the amount of $700,000 from the Laredo Police Department, 
Police Trust Fund was acquired for the EVOC.  
 
On March 25, 2002, City Council approved a draw down of $1,500,000 from the General 
Fund opening balance as authorized by Section 6.04 of the City Charter, which states, 
“excess carry over funds from a prior fiscal year may be appropriated in the ensuing fiscal 
year for a one time appropriation only.”  This one time draw down of $1,500,000 was used to 
fund Phase III of the Laredo International Fire & Law Enforcement Training Facility, which 
includes an Aircraft Rescue Fire Fighting (ARFF) Pit.  
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ECONOMIC DEVELOPMENT 
 
Economic development is a vital tool for growth management.  City Council through staff 
continues to work closely with the Laredo Development Foundation (LDF) in the development 
of policies to attract businesses to Laredo.  The Laredo Development Foundation continues 
to work with various companies who have shown interest in establishing new restaurants, 
hotels, retail outlets and service industries in Laredo that would provide new value added 
jobs.  
 
The City offers a tax abatement program for new businesses.  Although it has had a minimal 
impact on tax revenues, thus far, the City continues to provide an incentive for business 
expansion.  Qualified businesses are eligible to reduce up to 100% for up to 5 years of 
taxable value in lieu of new jobs created.  In FY2001-2002, City Council approved tax 
abatements for Doctor’s Hospital, Lowe’s Home Improvement and Lack’s Furniture Store.  
The City is currently considering several applications for tax year 2003. 
 
 

FINANCIAL 
 
The City Council adopted a resolution whereby a 15% fund balance in the General Fund be 
maintained to hedge against economic fluctuations.  The FY2001-02 General Fund balance 
is estimated to be 17.63%, while the FY2002-03 is projected to be 16.14%. 
 
Adherence to the fund balance policy is critical to bond-rating agencies as they expect the 
City of Laredo to retain healthy fund balances.  The bond ratings directly affect the cost of 
debt.  Currently Fitch IBCA, the International Rating Agency, rates the City of Laredo’s 
General Obligation bonds, the Bridge System bonds, and the Water and Sewer bonds with 
an “A+”.  Standard & Poors (S & P) rates the City’s General Obligation Bonds at an “A”.   
Recently, S & P upgraded the Bridge System Bonds to an “A+”.  Moody’s Investor Service 
rates the General Obligation bonds and Certificates of Obligations at an “A2”. 
 

ORGANIZATION 
 
It is the City’s goal to attract highly qualified and skilled employees through a competitive 
salary and benefits package.  The FY2002-03 proposed budget includes a 2.8% cost of living 
adjustment on October 1, 2002 and merit pay based on favorable annual performance 
evaluations. 
 
The City offers employees thirteen paid holidays now with the addition of a personal holiday, 
a sick and annual leave program, a retirement pension plan which matches employees 
contribution of 5% at 2 to 1, and a Tuition Reimbursement Program which allows employees 
to pursue higher learning and increase their value to the organization.  
 
Sick leave buy back options and a serious illness pool benefit allow employees to have 
additional benefits to overcome disabling illnesses or injuries and allow employees to benefit 
from minimizing their time off due to sick leave absences.  Every year the city reviews benefit 
enhancement opportunities to ensure that the city can attract and maintain a competitive 
work force.   
 

 
iii  



The City has also been aggressive in continuing with the Employee Wellness Program.  This 
year three health fairs were held throughout various departments in the City, one of which is 
held during the annual mandatory open enrollment for benefits in August.  The City continues 
to foster quality leadership in its employees through the Leadership Development Program.  
Since its inception in March 1997, the program has graduated approximately 62 employees.  
On September 3, 2002, the City Council authorized the execution of a letter of agreement 
between the City of Laredo and South West Texas State University’s William P. Hobby 
Center for Public Service to offer the Nationally Accredited Certified Public Manager (CPM) 
Program on site at the City of Laredo Training Facilities.  The goal of the CPM Program is 
continued development of Departmental employees’ skills in order to better serve the City 
and the citizens of Laredo.   

 
CUSTOMER SERVICE & IMPROVEMENT OF COMMUNITY SERVICES 

 
The City is committed to providing a quality customer service program.  Staff continuously 
strives to improve and evaluate existing programs, organizational structures, and cost 
reduction alternatives to ensure that the City offers the best quality service. 
 
In addition, the City continues to improve the quality and efficiency of community services 
through excellent customer service, anticipation of services requested by citizens, visitors, 
employees, and by providing a positive and friendly attitude.  Staff monitors all customer 
service requests through the Track Wise Program. 
 

 
QUALITY OF LIFE 

 
The City of Laredo continues with the development of parks and recreation centers such as 
El Cuatro Park, Santa Rita Park, the West Laredo Park, and El Eden Recreation Center 
during the 2002-2003 fiscal year.   
 
On August 12, 2000 voters approved to levy a sales tax (1/4th of 1 cent) to finance the cost of 
an arena, the Laredo Entertainment Center, which broke ground on June 29, 2001.  The 
multi-use facility will house an expansion Central Hockey League (CHL) team.  In addition, 
the facility will host concerts, other sporting events, trade shows, conventions, ice shows, 
civic events, and other various events.   The highly anticipated 178,000 square foot facility 
will open its doors to the public in late October 2002 and will have a fixed seating capacity of 
8,000 seats and an additional 2,000 portable seats.  City staff is currently working with the 
Laredo Entertainment Center staff to promote the facility in Monterrey.  Attracting visitors 
from Monterrey would provide additional opportunities for our local businesses.   
 

 
 

GROWTH MANAGEMENT 
 
The City of Laredo is in the process of fulfilling its obligations to supply treated potable 
drinking water to its water customers using raw water from the Rio Grande River as its only 
water source.  The City has proposed that a separate secondary source of water be obtained 
to ensure the continued availability of water for its citizens and to support regional economic 
development.   
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The City will acquire through purchase, lease or otherwise, sufficient reliable and dependable 
rights to capture, through pumping, amounts of groundwater to supply and meet the City’s 
treated water requirements in the daily and seasonal volumes as predicted for twenty years.   
 
The expansion of the groundwater infrastructure will require a capital investment, which will 
be paid by impact fees, privatization savings, and/or issuance of bonds.   
  
Impact fees are charged to developers for total or partial defrayal of projects.  The ordinance 
designed to facilitate and encourage private investment into infrastructure projects will be 
prepared as part of the impact fees project.  
 
The development of riverfront property continues with the Rio Grande Ecosystem Restoration 
Project which includes the excavation of gravel pits, cleaning and removing of exotic plants, 
and restoring habitats with native grasses, trees, and shrubs.   
 
Additionally, the City is developing the “El Portal” project with a price tag of over $30 million of 
improvements to the riverfront from the downtown area northward along the Mines Road 
corridor and developing green belts and linear parks for recreation use, such as walking 
trails, biking, and jogging. 
 

COMMUNITY ADVOCACY 
 
The City is an active participant of the North American International Trade Corridor 
Partnership, Texas Border Infrastructure Coalition, Border Trade Alliance, Texas Municipal 
League, National League of Cities, U. S. Conference of Mayors, Texas City Management 
Association, and the International City Management Association.  In addition, the proposed 
FY02-03 budget includes $313,500 for legislative support services to federal and state 
consultants.  The City continues its active involvement in all government areas. 
 
 
REVENUES & EXPENDITURES FOR MAJOR FUNDS 
 
GENERAL FUND 
 
Revenues 
 
The City’s General Fund continues to be challenged by the demand for more city services 
and infrastructure.  The recent annexations of land and population growth require more police 
and fire protection, garbage pickup, and larger facilities to best service our citizens.  The 
current year, FY 2001-02, tax rate is  $0.576358 per $100 assessed valuation.  The FY 2002-
03 property values saw an increase of 9% over the estimated FY2001-02 valuations.  The 
increase in valuation is due to projected new improvements and annexations.  On September 
20, 2002, the City Council approved the adoption of a tax rate for FY 2002-03 of $0.630534, 
which coupled with the increase in valuations generated an additional $4,835,026 in 
revenues, which would be solely earmarked for Public Safety.  
 
Estimated revenues for FY2001-02 are $83,444,561 which represent an increase of 
$5,128,551 or 6.9% over FY2000-01, excluding non-recurring revenues.  The proposed 
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FY2002-03 budget projects revenues of $87,336,480.  The projected increase in revenues is 
$3,511,400 or 4.3% over estimated FY2001-02, again, excluding non-recurring revenues. 
 
Expenditures 
 
Estimated expenditures for FY2001-02 are $84,646,040 which represents an increase of 
$7,647,433 or 10.4% over FY2000-01, excluding one-time expenditures.  The proposed 
FY2002-03 budget projects expenditures of $87,336,480.  The projected increase in 
expenditures is $7,080,249 or 8.9% over estimated FY2001-02. 
 
The FY2002-03 proposed budget includes thirty (30) Patrol Officers, which will be transferred 
in from the Special Police Fund due to the 1999 COPS grant terminating in September 2002.  
In addition, FY 02-03 will see the full cost of one (1) aerial truck crew which consists of 12 
Firefighter / Cadets and two (2) EMS crews consisting of 14 Firefighter / Cadets.   
 
 
HOTEL-MOTEL FUND 
 
Estimated revenues for FY2001-02 are $2,618,507 which represents an increase of $30,238 
or 1.2% over FY01-02 projections.  The proposed FY2002-03 budget projects revenues of 
$2,693,624.  The increase in revenues equals $75,117 or 2.9% over estimated FY2001-02. 
 
The proposed FY2002-03 budget projects expenditures of $2,961,880.  The increase in 
expenditures is $409,897 or 16.06% more than the estimated FY2001-02, which is 
attributable to the additional promotion of the Laredo Entertainment Center by the Laredo 
Convention & Visitors Bureau.  With the addition of jet service to the Laredo International 
Airport, the Convention & Visitors Bureau will also promote the various airlines offering this 
service.    
 
The Hotel-Motel Fund provides funding to third party agencies, in addition to General 
Fund/City Promotion, Civic Center Operations, Civic Center Debt Service, Civic Center-CIP 
Projects, Convention & Visitors Bureau, and the Public Access Channel. 
 
BRIDGE FUND 
 
Estimated toll receipt revenues for FY2001-02 are $31,532,827 which represents an increase 
of $2,984,887 or 10.5% over FY2000-01.  However, staff estimates a revenue budget 
shortfall of approximately $2,025,474 in FY 2001-02 due to a heightened state of security at 
all bridge crossings after September 11, 2001, which has subsequently caused a decline in 
projected southbound commercial and non-commercial traffic.  The proposed FY2002-03 
budget projects revenues of $33,966,163.  The increase in revenues is $2,433,336 or 7.7% 
over estimated FY2001-02.   City Council adopted a $0.15 toll increase to pedestrian traffic, 
which will take effect on November 16, 2002 and makes up $541,366 of the increase in 
revenues. 
 
Estimated expenditures for FY2001-02 are $31,831,140 which represents an increase of 
$3,190,506 or 11.13% over FY2000-01.  The proposed FY2002-03 budget projects 
expenditures of $34,401,158.  The increase in expenditures is $2,570,018 or 8.19% over 
estimated FY2001-02. 
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City staff continues to work diligently on the Environmental Assessment (EA) document.  The 
EA was submitted to the Texas Department of Transportation (TxDOT) and TxDOT has now 
completed their review and has provided comments and items, such as studies, that they are 
requesting the City to perform.  Upon completion of the EA document and the public hearing 
process, the submittal of the Presidential Permit application will follow.  
 
 
GENERAL OBLIGATION DEBT SERVICE 
 
During FY 2001-02, the City issued new debt in the amount of $12,520,000 for various 
projects including $2,285,000 for the purchase of equipment for various City departments, 
$8,935,000 in order to purchase property for additional municipal offices and the new landfill, 
and finally, $1,300,000 in Parking Meter Bond Revenue for the acquisition of property in order 
to provide for additional parking facilities in the downtown area.   
 
 
WATER / WASTEWATER FUND 
 
On August 8, 2000, the City issued a request for proposals to private entities interested in 
providing water pollution control, water and wastewater system management services to the 
City.  RFP Addenda were issued on October 6, 2000 and November 8, 2000. 
 
Proposals submitted in response to the RFP were received on December 15, 2000.  A 
proposal clarification was conducted in April 2000 and subsequently in May, June, and 
September 2001 and March and April 2002.   
 
On May 8, 2002, the City entered into a contract for the operation and maintenance of water, 
wastewater, water pollution control, and customer billing utilities with United Water Services, 
LLC., a limited liability company organized and existing under the laws of Delaware and 
authorized to do business in the State of Texas.   
 
October 1, 2002 will mark the commencement of a five-year agreement with United Water, 
LLC., with an option to renew for another five years at the sole option of the City.  The fixed 
fee component to United Water per year totals $9,302,900 for the operation and maintenance 
of water, wastewater, water pollution control, and customer billing utilities.  
 
The City would continue to be responsible for setting water and wastewater rates and does 
not anticipate any rate increases with the privatization agreement.  In addition, the City would 
continue to own all water and wastewater facilities.  With a fleet of various vehicles and 
equipment, 100 vehicles and equipment will be utilized by United Water and 96 vehicles and 
equipment will remain with the City, which will be used to initiate a City motor pool.  This 
motor pool will continue to grow with additions from other City departments and future 
purchases.   
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