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March 15, 2024

Mayor, Members of the City Council,
and Citizens of the City of League City:

The Annual Comprehensive Financial Report of the City of League City, Texas (the “City”) for the fiscal
year ended September 30, 2023 is herein presented. Responsibility for both the accuracy of the data and
the completeness of the presentation, including all disclosures, rests with the City. To the best of our
knowledge and belief, the data presented is accurate in all material respects and is reported in a manner
designed to fairly present the financial position and results of operations of the various funds of the City.
All disclosures necessary to enable the reader to gain an understanding of the City’s financial activities
have been included.

This report consists of management’s representations concerning the finances of the City. Consequently,
management assumes full responsibility for the completeness and reliability of all the information presented
in this report. To provide a reasonable basis for making these representations, management of the City has
established a comprehensive internal control framework that is designed both to protect the City’s assets
from loss, theft, or misuse and to compile sufficient, reliable information for the preparation of the City’s
financial statements in conformity with Generally Accepted Accounting Principles (GAAP). Because the
cost of internal controls should not outweigh their benefits, the City's comprehensive framework of internal
controls has been designed to provide reasonable, rather than absolute, assurance that the financial
statements will be free from material misstatement. As management, we assert that, to the best of our
knowledge and belief, this financial report is complete and reliable in all material respects.

The City’s financial statements have been audited by Belt Harris Pechacek, LLLP, a firm of licensed
certified public accountants. The goal of the independent audit was to provide reasonable assurance that
the financial statements of the City for the fiscal year ended September 30, 2023 are free from material
misstatement.

The independent audit involved examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements; assessing the accounting principles used and significant estimates made by
management; and evaluating the overall financial statement presentation. The independent auditor
concluded, based upon the audit, that there was a reasonable basis for rendering an unmodified opinion that
the City’s financial statements for the fiscal year ended September 30, 2023 are fairly presented in
conformity with GAAP. The independent auditors’ report is presented as the first component of the
financial section of this report. GAAP requires that management provide a narrative introduction, overview,



LEAGUE CITY

EST.1893

and analysis to accompany the basic financial statements in the form of Management’s Discussion and
Analysis (MD&A). This letter of transmittal is designed to complement the MD&A and should be read in
conjunction with it. The City’s MD&A can be found immediately following the report of the independent
auditors.

Profile of the Government

The City of League City is located 25 miles south of downtown Houston, Texas in northern Galveston
County and the southern part of Harris County. As of January 2024, the City has a population estimated at
121,595 and encompasses an area of 53 square miles. The City adopted a “Home Rule Charter” on March
27, 1962. That charter provided for the “Mayor-Council” form of government as referenced in Vernon’s
Annotated Civil Statutes, Art. 1164 et seq. In May 2010, the voters of League City elected to adopt a
“Council-Manager” form of government.

The City provides a full range of municipal services. These services include police, fire (volunteer
department), emergency medical services, animal control, and municipal court facilities; the construction
and maintenance of streets, water, wastewater, drainage systems, and other infrastructure; recreational
parks, swimming pools, and athletic fields; and a public library and other facilities used for various cultural
and civic activities. The City’s water and wastewater system serves nearly all residential and commercial
locations within its limits. The City utilizes the services of a contractor in order to provide solid waste
collection services and residential recycling.

The following entities have met the requirements for component units and have appropriately been included
within the financial statements:

City of League City 4B Industrial Development Corporation

City of League City Tax Increment Reinvestment Zone No. Two — Victory Lakes
City of League City Tax Increment Reinvestment Zone No. Three — CenterPointe
City of League City Tax Increment Reinvestment Zone No. Four — Westwood
City of League City Public Improvement District No. One — Magnolia Creek
City of League City Public Improvement District No. Two — Victory Lakes

City of League City Public Improvement District No. Three — CenterPointe

City of League City Public Improvement District No. Five — Park on Clear Creek

In addition, the City maintains budgetary controls. The objective of these budgetary controls is to ensure
compliance with legal provisions embodied in the annual appropriated budget approved by the City
Council. The activities of the General Fund, Debt Service Fund, and certain individual Special Revenue
Funds are included in the annual appropriated budget. The level of budgetary control is at the department
level in each fund as provided in the City Charter.

Economic Condition and Outlook

The economic condition and outlook for League City are positive, based upon strong local and regional

growth. Given the attractiveness of the region, the opportunities for new development in nearly one-half

of the City, and the responsible approach to managing growth adopted by City leadership, the prospect of

additional steady and healthy growth is highly likely. The 2010 Census placed League City’s population

at 83,560, which is an 84% increase over its population of 45,444 in 2000. The 2020 Census placed League

City’s population at 114,392, which is a 36% increase over its population of 83,560 in 2010. League City’s
2
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population is estimated at 121,595 as of January 1, 2024. League City is the largest city in Galveston
County, which has transformed from a small town into a bustling suburban community.

League City, like much of the Greater Houston Region, has been characterized by steady, long-term growth.
Due to its proximity to the petrochemical plants in surrounding communities, League City has been
positively impacted, both directly and indirectly, by oil and gas prices. In 2023, League City continued to
see new construction of all types, and the community continues to be a highly attractive location for families
and businesses alike. Between 2016-2023, an annual average of 600 new home construction permits were
granted with 820 in 2016, 767 in 2017, 671 in 2018, 802 in 2019, 484 in 2020, 352 in 2021, 329 in 2022,
and 578 in 2023. New home starts are anticipated at 1,200 in 2024.

In April 2018, the Mayor and City Council collaborated with the City Manager and executive staff to
develop League City’s Strategic Action Plan. Adopted formally by the City Council in June 2018, the
framework of the plan consists of a vision statement for the City’s future “League City — the best place to
live, work, and play.” The plan also consists of eight critical success factors, which are listed below.

Develop and Maintain our Infrastructure

[S) Financially Sustainable

Safe and Desirable Community
Quality Community Amenities

Trained, Committed, and Valved Workforce

Engaged Residents
Economic Development and Tourism

E3 Quality-Built Environment

This Economic Outlook highlights League City’s major assets and strengths:

Strategic Location

e The City’s strategic location at the nexus of [-45 and the future Grand Parkway, midway between
Houston and Galveston, offers access to four major ports — Houston, Freeport, Texas City, and
Galveston — Hobby International Airport, and the Houston Spaceport, which is the only spaceport
located within a major metropolitan area of the USA.

e Strong relationships with the energy/petrochemical, aerospace, medical/life sciences, professional
services, global logistics, and tourism industries make the City an attractive community for doctors,
engineers, astronauts, business owners, highly skilled workers, and their families to live, work,
play, and stay.
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Medical/Life Sciences

In conjunction with corporate offices and destination retailers, much of the City’s primary job footprint and
daytime population is associated with the medical sector:

o The University of Texas Medical Branch (UTMB) has long-term plans to reach full time
employment of 2,200 medical personnel, 800,000 square feet of medical facilities, up to 350
additional hospital rooms, and an ultimate buildout of 3.5 million square feet of medical space by
2040. UTMB initially opened its 64-acre campus with a $90 million project in early 2016,
embarked upon a $156 million expansion in 2017, and purchased additional acreage to increase the
size of its campus in the City to 92 acres in 2018.

e Kelsey Seybold constructed a single-story, 15,000-square-foot clinic in 2023 with lab and imaging
services such as x-rays and ultrasounds for up to seven providers. The facility provides
comprehensive primary care, including Family Medicine, Pediatrics, and Internal Medicine with
plans to add OB/GYN, dermatology, and other specialties. The health care provider also plans to
open a two-story, 33,000-square-foot clinic on the west side of League City in 2024.

e Houston Methodist recently completed construction on its new, 10,000-square foot emergency care
center.

Houston Spaceport and the Space Economy

e Proximity to the Houston Spaceport, which was licensed by the Federal Aviation Administration
in 2015 and offers 592 acres for aerospace development. The City of Houston invested $24 million
for Phase #1 of the Houston Spaceport for roads and utilities, which attracted more than 350,000
square feet and $200 million in commercial, aerospace development and created 1,800 new jobs.
Tenants at the Houston Spaceport currently include the San Jacinto College EDGE Center for high-
tech aerospace career training, Axiom Aerospace, Intuitive Machines, Collins Aerospace, and
Venus Aerospace. The City of Houston is now planning for Phase #2, which will cost about $80
million and provide the infrastructure necessary to offer an additional 300 acres for private,
commercial, aecrospace development.

e The Houston Airport System is planning to develop an Aerospace Institute at the Houston
Spaceport where colleges and universities, like San Jacinto College, University of Houston — Clear
Lake, Rice University, Texas A&M University, and Texas Southern University, can collaborate.
The vision of the Aerospace Institute is to provide training programs for the aerospace industry
workforce that will focus on research, recruitment, workforce, and professional development in
support of the aerospace industry.

e The Texas Legislature approved House Bill 3447 in 2023 to establish the Texas Aerospace
Research and Space Economy Consortium and the Texas Space Commission. The Texas Space
Commission will identify research opportunities for entities within Texas to strengthen the state's
proven leadership in civil, commercial, and military aerospace activities; enhance its position in
aeronautics research and development, space commercialization, and space flight infrastructure;
and enhance the integration of the space, aeronautics, astronautics, and aviation industries into
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Texas’ economy. The legislation also provided $350 million to support the commission, fund
research, and provide grants to grow and expand the Texas aerospace economy.

e Next to the Johnson Space Center, the Texas A&M University’s (TAMU) Board of Regents
approved the construction of a new $200 million Space Institute, which will be owned and operated
by TAMU. The Space Institute will include labs, shops, classrooms, meeting rooms, control rooms,
dedicated spaces for astro material curation and sample research, and two large extraterrestrial
testbeds — one emulating the surface of Mars and the second emulating the surface of the moon.
The Space Institute will identify opportunities to work with local high schools and community
colleges to promote science, technology, engineering, and mathematics education to build a
pipeline of talent. TAMU is already well-versed in aerospace with four astronauts on faculty plus
scientists and engineers who’ve participated in the NASA rover missions to Mars. The students,
faculty, and researchers at the university are currently working on nearly 300 space-related projects
across TAMU’s 12 colleges and schools.

Ellington Airport and Hobby Airport

o Texas Southern University (TSU) plans to start construction in May 2024 on a flight academy at
Ellington Airport. The two-acre site will feature a 24,000-square-foot aircraft hangar; 11,000-
square-foot aircraft apron; 4,200-square-foot office, training and classroom space, and an aviation
fuel tank. TSU is the only university in the state that offers a four-year aviation degree. In July
2023, the university’s aviation program was professionally accredited by the American
Accreditation Board International, which is one of the highest levels of recognition for an in-house
aviation, professional pilot program. According to the Bureau of Labor Statistics, the median
annual wage for airline pilots, copilots, and flight engineers was $211,790 in May 2022. Although
construction of the flight academy is not expected until May 2025, 156 students enrolled in the
program in the fall 2023 semester.

e Hobby Airport has a $470 million expansion planned to begin in early 2024 that will improve the
baggage system to meet the current and future needs of commercial traffic at Hobby and provide
more space for retail, restaurants, and public art. For the second year in a row, Hobby Airport has
been rated a five-star airport by Skytrax. It is one of 18 five-star airports worldwide, and it’s the
only five-star airport in North America.

Higher Education

o The City is engaged in partnerships with the University of Houston — Clear Lake, Texas A&M
University at Galveston, College of the Mainland, San Jacinto College, and Clear Creek, Dickinson,
and Santa Fe Independent School Districts. Both main campuses of the University of Houston and
Texas A&M University are nationally recognized as Tier 1 Research Universities.

e University of Houston — Clear Lake now offers a Master of Science in Nursing Education and
Leadership, and efforts are underway to start a Bachelor of Science in Aerospace Engineering as
well as a degree or concentration in commercial aerospace enterprises.

e The Aspen Institute recognized San Jacinto College in 2023 as one of the 10 finalists for the Aspen
Prize for Community College Excellence, an honor that follows the College’s recognition as an

5
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Aspen Prize Finalist with Distinction in 2021. New courses at San Jacinto College include
autonomous vehicles (certificate), engineering technology (Associate of Applied Science degree),
heavy diesel equipment/crane technician (certificate and A.A.S. degree), medical laboratory
assistance (certificate), and plumbing technology (certificate). In 2024, new spring courses that
will be offered include a Bachelor of Applied Science in education and biomanufacturing
(certificate and A.A.S. degree). In the spring of 2024, a bachelor’s degree in education will be
offered in response to a statewide teacher shortage, and a bachelor’s degree in information
technology with an emphasis on cybersecurity will be offered in the fall of 2024.

e College of the Mainland (COM) received approval from voters in May 2023 for a $250 million
bond package to complete COM’s 10-year plan and construct a new 134,000-square-foot library
and classroom building, a new 50,000-square-foot public services center, a new 20,000-square-foot
corporate and continuing education center, and a new 50,000-square-foot, 3-story classroom
building. COM opened a 27,570-square-foot facility in late 2020 in the City to offer dual credit
courses to high schoolers and general education. In November 2018, voters approved a previous
bond program, which completed the first phase of COM’s 10-year plan and led to the construction
of a new STEAM/Allied Health Building, Industrial Careers Building, Student Success Building,
Fine Arts Building and Theater Addition and Renovations, Demolition of Police Department,
Technical Vocational Building and Administration & Enrollment Center Technology Upgrades,
and Physical Plant Expansion. COM is designated as an Achieving the Dream Leader College,
which is a national initiative to help more community college students, categorized as low-income
students and students of color, succeed. Graduates with technical degrees earn the highest starting
salaries of any new university or college graduate in Texas — $73,509 — according to a study by a
higher education research group called College Measures.

K-12 Education

e The City cultivates an integral partnership with nationally regarded Clear Creek ISD, which
Niche.com recognized in 2024 as the 5th Best School District in the Houston area and 42nd Best
School District in Texas. In 2022, the National Merit Scholarship Corporation announced 18
semifinalists from Clear Creek ISD in its annual National Merit Scholarship Program. In 2021,
www.character.org noted that two Clear Creek ISD high schools were among fewer than 200 high
schools across the United States to receive recognition for their character development programs.
Clear Creek ISD also earned a top spot in Forbes’ 2022 list of America’s Best Employers By State,
when it was ranked #21 out of 101 total companies and organizations in Texas!

e Dickinson ISD is recognized by Niche.com as the 56th Most Diverse District in Texas, and it is
among the fastest growing school districts in the Houston area. Santa Fe ISD is a steadily growing,
5-A school district with a tremendous opportunity for new growth on the City’s southwest side.

Tourism

e Unique amenities that draw tourists to the community include the City’s historic downtown, Butler
Oaks, Clear Creek, Clear Lake Pinnacle Park (including Cabela’s/Bass Pro), Chester L. Davis
Sportsplex, One Room School House, League Park, Heritage Park, Hometown Heroes Park, Big
League Dreams, and a variety of local and national retail and dining opportunities.
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e Proximity to both Clear Creek and Clear Lake, which is home to the third-largest concentration of
privately-owned pleasure boats in the United States, provides the City’s residents and visitors with
the longest continuous waterfront of any mainland community in Galveston County.

e Establishment of the League City Convention and Visitors Bureau and approval of a contract with
the Bay Area Houston Convention and Visitors Bureau attracts more tourists and events to the City.
League City’s first visitor center opened in late 2023 in the historical 1890s GH&H railroad
building, and the Soulfreak Railroad Caf¢ is the visitor center’s main tenant.

o Asaresult of the 2017 Texas Legislative Session, the City is eligible to commit up to 10 years of
the state’s portion of sales tax revenue (6.25%) and hotel occupancy tax revenue (6%) to develop
one or more convention centers and hotel projects. The City has been in discussions with several
private developers to develop new amenities in support of conventions, tourism, live entertainment,
retail development, sports events, and public spaces. In August 2019, the City Council approved
two development agreements for projects to potentially benefit from this state legislation. In 2022-
2024, the City has been in discussions with a new, private development company to investigate the
development opportunity for a large HB 2445 Project. A new market, economic, and financial
feasibility study is being conducted, and a final development agreement may be considered this
fall.

Recent Development

o The City had growth in both new housing starts and commercial investment. In 2023, the City
issued permits for the construction of 578 new homes, welcomed 73 new businesses to the
community, received $55 million in new commercial investment, and collected 2.85% more in
sales tax revenue as compared to 2022.

e In 2023, the City was ranked as the #1 Most Affordable Housing Market in the Houston Region by
the Metro Affordability Report and the 10th Safety City in America by HomeSnacks. In 2022, the
City was recognized by the ETC Institute as being in the Top 10% Overall & Amongst All Large
Cities in the U.S.A. and by HomeSnacks as the 10th Richest City in the USA. In 2020-2021, the
City was recognized by AdvisorSmith as the 4th Safest City in Texas, Safewise as the 43rd Safest
City in America to Raise a Child, SmartAsset as the 16th Most Livable Mid-Sized Cities in
America, and ConsumerAffairs as the 15th fastest-growing city in the U.S. by percentage of
population growth.

e In 2022, Amazon constructed a $30 million, 180,000-square-foot delivery station, which is
currently empty, but provides an opportunity for a tenant in the regional, space-limited industrial
sector.

e Highbridge at Egret Bay is a new, four-story, $58 million, Class A, 254-unit multi-family complex
that is now open! The complex was constructed in a “garage-wrap style”, in which the apartments
wrap around and hide a central parking garage. The complex offers community amenities such as
a pool, putting green, two-story fitness center, game room, business center, running/walking track,
package lockers, and units are renting for $1.85 - $1.90 per square foot.
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e Grand Living at Tuscan Lakes is a $35 million project with a four-story, 211,000-square-foot
building and more than 180 units for senior citizens along with several amenities, including a
library, theater, fitness center, spa, chapel, outdoor spaces, and more.

e The Domain at Ballpark by CityStreet Residential Partners is a Class A multi-family project of
approximately $50 million that received approval from both the Planning & Zoning Commission
and City Council to rezone property in Pinnacle Park. The project will offer approximately 339
units and include a parking deck, clubroom, fitness center, resort style pool area, biergarten with
yard games, outdoor living area, grills, business center, and conference room.

o The Aura at Beacon Island is a $30 million project that is under construction with 69 patio homes,
95 townhomes, 250-350 garden style apartments, 4.5 acres of parks, and 12,100 feet of trails.

e Pinnacle Park is a 100-acre mixed-use development that hosts the first and only Cabela’s in the
Greater Houston Region and hosts retailers such as Red Wing Shoes, Nothing Bundt Cakes, Fuji
Ramen & Bar, Salata, Abuelo’s Mexican Restaurant, Kabuki Japanese Grill & Sushi Bar, Black
Bear Diner, Toasted Yolk, Beef Jerky Outlet, and Tracker Boats. In Pinnacle Park, a new five-
story, 112-room Marriott Fairfield Inn & Suites Hotel opened in 2020 during the COVID-19
Pandemic, and the Domain at Ballpark is scheduled to begin construction in 2024. In the next few
years, Pinnacle Park will include office space and an additional 80,000 square feet of retail space.

e New retail and restaurant businesses that recently opened in the City include Gordon Food Services,
The Spot, Salad and Go, Kelsey Seybold, Soulfreak Railroad Café, Crust Pizza, Dutch Bros Coffee,
Houston Methodist League City Emergency Care, Tracker Boats & ATVs, Main Street Bistro
(relocated and expanded on Main Street), Pawsh Doghouse, Pure Chiropractic, Space City
Orthodontics, Threaded Secrets Boutique, Amy Baez Interiors, Elegant Blossoms, and Miru
Seafood. New businesses that are planning to open soon include the Houston Methodist Primary
Care Group, AMOCO Federal Credit Union, Black Rock Coffee Bar, Scooters Coffee, Tuscany
Bistro, Queen of Pho Vietnamese Restaurant, Gulf Coast Spice Company, Durb’s Restaurant,
Hawaii Fluid Art, Ninja Bagz, Sharks Orthodontics and Pediatric Dentistry, Tuscan Lakes Family
Dentistry, and others.

Infrastructure Improvements

e As aresult of Hurricane Harvey and the need to relieve the traffic congestion associated with the
City’s rapid growth, the citizens of the City voted in May 2019 to commit a % cent of the local
option sales tax for $73 million in local drainage improvements and $72 million in local road
construction projects. These improvements do not include other drainage and road construction
projects which are funded by Galveston County and/or the Texas Department of Transportation
(TxDOT). In calendar year 2023, the City collected $4.47 million in sales tax collections
attributable to the additional Y4 cent local sales tax, which is 2.85% greater than the amount which
was collected in calendar year 2022.

e Construction is scheduled to begin in 2027 for the portion of the Grand Parkway/State Highway 99
Segment B from [-45 in League City to FM 2403 in Alvin — a 13.8-mile route at a cost of nearly
$1 billion — and be completed by 2031. New designs for the Grand Parkway will provide more
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land for drainage and retention ponds, and the route of delineation will be slightly modified to avoid
newly constructed homes.

e In preparation for new development along the Grand Parkway, the City issued a Request for
Proposals in late 2023 and is now interviewing prospective consultants, who will assist us in
developing a Regional Center Master Plan for the western area of the City, including both sides of
the future Grand Parkway.

o League City plans to invest up to $90 million to expand the City’s water plant facility in preparation
for the population boom on the undeveloped, western portion of the City along the Grand Parkway.

o Inlate 2023, the City issued a Request for Proposals to engage a new owner/developer, who would
assist us in redeveloping approximately 2 acres of City-owned real property to generate more
economic development and stimulate additional, private redevelopment in the City’s historic
downtown district.

e TxDOT is scheduled to expand FM 646 from State Highway 3 to State Highway 146 from two to
four lanes with a raised median, to increase the road’s capacity and improve mobility and safety.
The project is scheduled to be bid for construction in May 2024, start construction by 2025, and be
completed within two years.

e TxDOT is also scheduled to begin accepting contractor bids in May 2023 to widen State Highway
146 from four to six lanes from FM 518 all the way through League City to Dickinson Bayou. The

project is anticipated to start construction by 2024 and be completed within three years.

New Initiatives to Support Robust Economic Growth

e The City Council annually adopts new ordinances to enhance the quality of development and the
quality of life in the City. More specifically, the City Council adopted new ordinances to increase
the standards for hotel development, provide City staff with increased authority to manage specific
uses in the City, allow live entertainment with a restaurant in a Commercial Mixed-Use project,
and require the establishment of homeowner and business owner associations that will enforce
enhanced design standards and manage common areas. These new measures are intended to attract
quality development to the remaining tracts of land in the City that will result in a more robust tax
base and financially sustain the community’s superior quality of life in perpetuity.

e The City hosted a Volunteer Team of Economic Development Professionals in 2020 from the
International Economic Development Council (IEDC), to provide us with professional insights
regarding strategic ways to strengthen the City’s economic base and enhance its economic
resilience to withstand future natural disasters and economic downturns. Findings and conclusions
from the IEDC Volunteer Team’s observations will be used to update and revise the City’s
Economic Development Strategic Plan.

e The City is focused on attracting top-tier national and international employers to occupy
undeveloped, commercial-zoned portions of the City. Over 1 million highly educated professionals
in the following targeted industry sectors reside with a 45-minute drivetime of the City: Aerospace,
Medical/Life Sciences, Energy/Petrochemical, Professional Services, and Global Logistics.

9
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e To promote opportunities for economic development in League City, Texas and attract fast-
growing, high technology companies from targeted industries to our community, the City of League
City partners and collaborates with a range of partners:

Bay Area Houston Convention and Visitors Bureau
Bay Area Houston Economic Partnership

Galveston County Economic Development

Galveston County Small Business Development Center
Galveston Economic Development Partnership
Governor’s Office of Economic Development & Tourism
Greater Houston Partnership

Houston Region Economic Development Alliance
International Economic Development Council

League City Regional Chamber of Commerce

League City Convention and Visitors Bureau

Team Texas

Texas Downtown Association

Texas Economic Development Corporation

0O O 0O O O O O O O o0 O o0 O o

Long-Term Financial Planning

e The City of League City’s most recent Long Range Financial Forecast (LRFF) for FY2024-2028
was presented to Council in June 2023. The LRFF included revenue and expenditure projections
for the City’s three major funds, the General, Utility, and Debt Service Funds. Leading economic
indicators, such as total City water customers, new home construction, and value of new
construction, provide the means to explain past revenue performance and help in projecting future
revenues.

o The LRFF included debt capacity models for tax-supported and revenue-supported debt, indicating
the City’s capacity to issue new debt over the next several years for needed improvements. The
results of this capacity modeling provided the basis for the Capital Improvement Plan (CIP) for
FY2024-2028 released in July 2023. The CIP includes priority projects that support the City’s
goals as identified in the Strategic Plan including those approved in the May 2019 General
Obligation (GO) Bond election.

e The City’s FY2024 budget was developed and built upon the Strategic Action Plan. The final
adopted budget included a property tax rate of $0.395 per $100 of taxable value, with $0.3242 for
maintenance and operations and $0.0708 for interest and sinking fund. This is a $0.020526
reduction from the FY2023 tax rate.

e During FY2023, monthly revenue and budget reports for the major funds were reviewed by the
City Manager. Quarterly reports were presented to the Mayor and City Council that included year-
to-date and projected year-end results for revenue, expenditures, and performance, as well as the
status of capital projects included in the FY2023 Capital Budget. The monitoring reports continue
in FY2024.
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Financial Management Policies:

e As apart of the annual budget process, the City adopts Financial Management Policy Statements,
which establish a framework for fiscal decision-making and that ensure that financial resources are
available to meet the present and future needs of its citizens.

e The Financial Management Policy requires that the City maintain reserve balances at 110 days
working capital in the General Fund (90 days in the Utility Fund) to protect the City’s credit
worthiness, as well as its financial position in the event of a disaster. As of September 30, 2023,
the General and Utility Funds exceeded these goals. Additionally, the Utility Fund maintained net
assets sufficient to meet bond covenant requirements for debt coverage, working capital as
previously described, and excess reserves sufficient to provide funds for future capital projects.

e City leadership expects to maintain this program of continuous improvement, combining
responsive management, planning, and goal setting that is appropriate for the City’s size and growth
rate. The values adopted by the Mayor and City Council will guide these efforts and provide a
focus in keeping with the hopes and desires of the City’s citizens.

Major Initiatives for the Year

o In 2023 atotal of $65.8 million was invested in projects such as drainage, water, roadway, facility,
parks, and sewer improvements. As projected, this large dollar amount for 2023 spawns from the
relocation of a pipeline and land acquisition for North Landing Extension, continued construction
of the 36-inch Waterline from South Highway 3 to South Shore Harbor Booster Station (currently
at 80% completion), construction of Bay Ridge Phase 2, and construction of Grisson Road
Reconstruction. The total investments of these four projects in fiscal year 2023 is $28.6 million,
over 40% of the year’s total.

e Also important is the addition of ten (10) full-time-equivalent (FTE) positions to key areas
throughout the City in FY2023.

Annual Overview:

o Invested nearly $65.8 million in capital improvements projects—including traffic, drainage,
facilities, parks, water, and wastewater—compared to $44.8 million in 2022.

e Completed mobility improvements along League City Parkway including new traffic lights, turning
lanes, and intersection improvements.

e Completed $4.5 million of asphalt rehabilitation on nearly half a dozen neighborhood streets.

e Completed over $7.5 million in drainage related improvements—many involving the expansion or
creation of detention ponds—in various neighborhoods across the City including Bay Colony, Oaks
of Clear Creek, and Dove Meadows.

e Invested nearly $1 million in design, land acquisition, and utility relocation on various other
drainage projects, many of them from the 2019 GO Bond.
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Reinvestment Program

e Continued cash funding for the annual reinvestment program used to update and improve aging
assets is also included in the budget. At the end of 2022, an additional $2 million was transferred
from General Fund to the Reinvestment Program to use towards projects in the upcoming fiscal
year. The adopted transfer amount in fiscal year 2023 was $4.5 million, totaling $6.5 million to be
used towards projects in the fiscal year 2023 CIP budget.

e The City’s ongoing Asphalt & Concrete reinvestment program has progressed well since its initial
implementation. Initially, projects were easily identified and prioritized based on worst condition
roadways and available funding. Moving forward, projects will be comprehensively evaluated and
prioritized based on the 2021 Pavement Management Program’s pavement condition index to
address the roadways most in need of repair. The current Reinvestment Program is not adequately
funded to address all the needs identified.

e Historically, the asphalt overlay annual project is comprised of (1) construction of a package
designed in a prior year and (2) the design of a new package. This allows seamless transition from
design to construction year to year. Due to the substantial cost of full depth repair, the cadence of
design going forward will be every other year to allow for more reinvestment dollars to be allocated
towards construction, keeping the balance of work designed in alignment with available
constructions dollars allotted to the program. In summer of 2022, the notice to proceed was issued
for construction of Package 6 which consisted of Seminole and Glen Cove in the Glen Cove
Subdivision, Moody Avenue, Cedar Avenue, Mary Lane, and Tallow Forest West of [-45
(perpendicular to FM 517). Construction continued through 2023 with the addition of 2nd Street
along with extra spot base repair. Construction concluded late 2023 with a total of 26,014 linear
feet rehabbed, bringing the overall investment to $4.5 million for Package 6.

Street Production Numbers for 2023:

o 3,892.50 Linear feet of street panel replacements installed (0.74 Lane Miles)
e 11,478 Linear feet of asphalt streets were repaved

e 15,276.5 Linear feet of sidewalks raised

e 413 Linear feet of curbs replaced

e 9,546 Linear feet of sidewalks replaced

Transportation, Traffic, and Drainage Improvements

e Transportation and traffic improvements continue to be a priority in the City. The City participated
in a joint project with TxDOT to provide landscape improvements along the major TxDOT
corridors within League City. The first phase of the project was let by TxDOT May 4, 2023, with
anticipated completion of the improvements on FM 518, FM 2094, FM 96, and a section of FM
646 by spring of 2024. Phase two, which consists of the improvements to the [-45 corridor and I-
45 detention, will let in fiscal year 2025. Phase two improvements have a current cost estimate of
$2.9 million. The services the City is responsible for include design, irrigation, and signage.
TxDOT’s construction improvements are currently valued at $5.1 million.
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o The section of Butler from the roundabout north to League City Parkway was completed in
FY2020. The second half of the roundabout was complete May 2021. After completion of this
phase, a separate project will reconstruct the remainder of Turner (west of the roundabout) and the
remainder of Butler (south of the roundabout) to widen and improve the roadway. Design for the
next phase of construction was brought to Council for award early 2021, with construction
anticipated late 2024. This project is currently earmarked to be used as a 10% match for the
Regional Strategic Transportation Fund for North Landing Extension project. The Regional
Strategic Transportation Fund provides a mechanism to exchange transportation development
credits for local funds so the federal government will fund the project 100%. In exchange, the City
will be required to remit 10% of the total project cost into the Regional Strategic Transportation
Fund when the project is let and be required to commit to spend 10% of the project cost on a local
transportation project. The estimated construction cost for North Landing Extension in the FY2024
CIP is $69 million; Turner & Butler is estimated at $6.4 million.

e Grissom Road Reconstruction Project replaced approximately 5,600 feet of an existing two-lane
rural open ditch roadway with a four-lane divided urban roadway. The new lanes are being
constructed along the north side of Grissom Road. It provides a pedestrian sidewalk along the south
side of Grissom Road., as well as drainage mitigation required for increased run-off. This project
also includes approximately 5,000 feet of 12-inch waterline from the North Service Area Booster
Station to West NASA Road. The boundary of this project runs from Abigail Lane to the West
NASA Road/Grissom Road intersection. All four lanes opened to traffic July 17, 2023.

e The City has completed final design of a 1.7-mile four-lane divided suburban boulevard extension
of Landing Boulevard. By extending Landing Boulevard over Clear Creek and connecting into IH-
45 at the NASA 1 interchange, this project will provide much needed relief to the congested area
along FM 518 just west of IH-45. Land acquisition is currently underway with construction bid
letting postponed by TxDOT until June 2025.

e Other traffic improvements programmed include rebuilding signals, constructing Walker Street
Corridor Upgrades, construction of League City Parkway and Walker Street Intersection
Improvements, South Highway 3 and South Highway 96 Intersection Improvements, League City
Parkway Right Turn Lane — Calder to Butler, South Highway 3 and FM 518 Intersection
Improvements, and design for the Extension of Hobbs to FM 517 with construction anticipated in
FY2024. The City also continues to fund the Advanced Transportation Management System
(ATMS) software, which provides control and monitors integration of all signals within the City
along with two programs, the Transportation CIP Scheduling Program to help prioritize
transportation projects from the adopted Master Mobility Plan, and the Transportation Corridor
Analysis & Evaluation Program to help evaluate current and long-term corridor travel demands.

e Hurricane Harvey hit League City in late August 2017 and several neighborhoods experienced
flooding. Drainage studies in these areas have been completed and projects identified are included
in the May 2019 GO Bond Election: Bay Ridge/Gum Bayou, Bay Colony/Magnolia Bayou/Borden
Gully, Oaks of Clear Creek/Bensons Bayou/Interurban Ditch, The Meadows, The Landing, and
neighborhoods near Cedar Gully & Magnolia Creek such as Rustic Oaks & Villages of Oak Creek
Colony. These studies offer solutions to mitigate flooding of these neighborhoods. The
recommendations were presented to residents and Council in late 2018. In addition, the City
reviewed the drainage standards for new development and Council passed recommendations to
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minimize flooding in new developments moving forward. The City continues to work with regional
partners to look at Clear Creek and Dickinson Bayou and develop mitigation projects to benefit
neighborhoods near those waterways. Moving forward, a funding strategy will need to be
developed to pay for the identified improvements.

e In May of 2019, League City voters approved $145 million of general obligation bonds designated
for 31 capital improvement projects across the City.

e Proposition A consists of twenty-one flood protection and drainage improvement projects. As of
January 2024, the City-wide 2D Modeling, Bay Ridge Phase 3, Bay Colony Area Detention
Improvements, and Deer Ridge Overland Flow are complete. Currently two projects are under
construction, one project is in design, two projects will be bid in January of 2024, and a total of
four projects are on hold including Hidden Oaks, which is on hold due to issues with
constructability and Magnolia Bayou is on hold due to lack of identified benefit.

e Proposition B consists of ten street, roadway, and mobility improvement projects; League City
Parkway Lane Improvements at Hobbs Road, Calder Road South (Ervin to Cross Colony), Traffic
Signal on League City Parkway at Brittany Lakes/Fennigan, and Grissom Road are complete. North
Landing Extension is currently under land acquisition but will be ready, along with three other
PROP B projects for bid in 2024. Walker Street Extension was removed from the bond program by
City Council action in January 2022 based on citizen input as well as Winfield Road — New [-45
Frontage Road to Hobbs Road.

Water and Wastewater System

e The City continues to focus on improving the distribution and renewal of the existing water system
and to address obtaining new supply and its distribution. Updates to the water and wastewater
master plans began late 2022 with anticipated completion in 2024.

e A construction contract for the 36-inch waterline from SH 3 booster pump station to South Shore
Harbor booster pump station was awarded Summer of 2021. This project will provide an
alternative connection from the City’s “point of take” from the City of Houston’s water system, SH
3, to a major booster station at South Shore Harbour, providing a secondary route to better distribute
the water supply into the City. The City is partnering with Gulf Coast Water Authority and the City
of Houston to replace the 42-inch waterline along State Highway 3 and size it to provide additional
water supply at 54-inches. This line is the City’s main “point of take” of water from the Southeast
Water Purification Plant (SEWPP). This project will be acquiring land during FY2022-2024, with

construction anticipated in FY2025. The City’s cash call for FY2024 is $49.7 million.

e Design of the Southwest Water Reclamation Facility (SWWRF) from 4.0 to 8.0 million gallons per
day (MDG) was awarded in August of 2023 for $6.1 million. Identified in the 2018 Wastewater
Master Plan, this project includes the construction of an additional 4.0 MGD of wastewater
treatment capacity at the SWWRF. The project will add a mirror process train of the existing
SWWREF and includes an additional aeration basin, blower, wet well expansion, secondary clarifier,
UV channel, tertiary disk filter, digester, dewatering unit, and all peripheral electrical,
instrumentation, pumps, odor control, and SCADA upgrades. Construction and construction design
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phase