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ABOUT THE COVER
Businesses throughout downtown Corpus
Christi are taking advantage of the new
outside seating and patio trend which
accelerated during the pandemic.
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MESSAGE H FROM THE PRESIDENT

KAREN HUNT
MAYOR, CITY OF COPPELL
TML PRESIDENT

This month’s magazine addresses topics that are very important to me as a mayor—
city revenue and economic development. As a city located in a relatively dense
urban area and bordering an international airport, economic development to us
means shipping logistics, warehousing, corporate headquarters and related activity.
Developing a diverse business base generates healthy tax revenues that can relieve
some of the pressure from our homeowners.
I suspect economic development means different things in each of your cities. To a
small town, it can mean redevelopment of a downtown square or a first retail store.
Though the size and prospects differ, your goal is likely the same as mine—diversify
our local economies so our citizens can prosper. To that end, this month you’ll read
about economic development tools, infrastructure debt financing, the future of retail
post-COVID, and much more.
Some of these important tools, certificates of obligation for example, will be
threatened at the Capitol this session. Please know the League is monitoring these
bills, but we each need to tell stories to our delegation about how these tools have
been useful in making Texas great. Because cities receive little to no aid from the
state, it’s especially important for us to maintain the authority we do have. Every
business that might choose to locate in one our cities needs different things—
infrastructure improvements, job training, tax incentives, and so on. Keeping all these
arrows in our quiver and knowing how to use them when the time is right, is a key task
for any city official.

Karen Hunt
Mayor, City of Coppell
TML President
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TML H NEWS
Important Issues Update for Elected
City Officials

position, he will work to strengthen the bond between
TML, the Pool, each organization’s members, and others.

Join TML on March 18 for the Elected Officials’ Conference
where you will receive the latest updates on city-focused
issues in a compact, online format. League staff and experts
will brief you on cybersecurity, broadband deployment, city
revenue, finance, COVID-19 law, and pending city-related
legislation. The conference also features Matt Lehrman of
Social Prosperity Partners talking about effective community
conversations, and Beverly Beuermann-King of Work Smart
Live Smart discussing mental health and leadership.
The program is designed for elected city officials, but any
TML member city official or staff may attend. Register at
https://tmlelectedofficialsconference.org.

Exciting Changes in TML’s Legal
Department
The Texas Municipal League is pleased to introduce the
newest member of its legal staff, Will Trevino. Will graduated
from Texas A&M in 2004 with a degree in psychology. In
2007, he received his law degree from Texas Southern
University Thurgood Marshall School of Law. Will has
worked with cities for more than 12 years. He provided legal
services to cities in both his private practice work and as an
in-house attorney for the City of Fort Worth.
Trevino will serve under Christy Drake-Adams, the new
Director of Legal Services, and Evelyn W. Njuguna, the new
Assistant Director of Legal Services. In addition to Trevino,
the TML Legal Department staff includes Amber McKeonMueller, Legal Counsel; Heather Ford, Legal Assistant; and
Scott Houston, Special Counsel.
Houston has served local officials at TML for over
two decades, rising from a staff attorney to deputy
executive director and general counsel. In his new role
as Special Counsel, he will provide transition services
related to the TML Legal Department and special
legislative projects. In addition, Houston will serve as an
intergovernmental liaison for the Texas Municipal League
Intergovernmental Risk Pool (the Pool). In this new joint
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Mark Your Calendar for Future TML
Annual Conferences
The TML Annual Conference and Exhibition dates and
locations are set several years in advance. Add these
future conference dates to your city calendar and make
plans to join us!
October 6-8, 2021
George R. Brown Convention Center, Houston
October 5-7, 2022
Henry B. Gonzalez Convention Center, San Antonio
October 4-6, 2023
Kay Bailey Hutchison Convention Center, Dallas
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TML Salary Survey
The TML Salary survey collects salary information for
27 common city positions. To access the data, visit
salarysurvey.tml.org. The site allows you to search by region,
population, job title, and more. If your city hasn’t completed
the survey for this year, please contact Rachael Pitts at
rpitts@tml.org.

Apply Now for a Municipal Excellence
Award
The TML Municipal Excellence Awards have been celebrating
and inspiring municipal excellence and innovation for more
than 25 years. Each year, awards are given in two population
categories (cities under 25,000 and cities over 25,000)
and in five subject categories (city spirit, communication
programs, management innovations, public safety, and
public works). The deadline to submit online applications
is June 4. For additional details including the application
link, visit www.tml.org/210/Municipal-Excellence-Awards.

Economic Development Conference
On Demand
Did you miss the League’s Economic Development
Conference? You can view the full conference sessions and
other previously recorded training at your leisure through
TML On Demand. Access a free or fee-based webinar
or workshop from the comfort of your home or office.
Scroll down to see the list of available training at https://
www.tml.org/218/Texas-Municipal-League-On-Demand.

Economic Development Handbook
The Texas Municipal League Economic Development
Handbook (2020) compiles the state’s economic
development laws in one, convenient publication. It is
intended to inform Texas cities about the wide range of legal
tools that are available to local communities. Download
your copy at www.tml.org/183/publications. H

We may be new in town but we know Texas.

THIS ISN’T OUR
FIRST RODEO.

Grandscape / The Colony, Texas

We’re Olsson, a nationally recognized engineering and
design firm with a strong presence in the state. See what
we did to make Grandscape a destination at olsson.com.
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RISK POOL H NEWS

THE POOL AND
POLICE REFORM:
WE’LL NAVIGATE
THIS TOGETHER
Few issues polarize like “police reform,” and city officials are
front-and-center in the debate. Your efforts to ensure safety,
fairness, and respect in law enforcement happen within a
legal construct handed down from above – from the United
States Supreme Court, Congress, or the Texas Legislature.
Right now, federal and state legislators are trying to change
how police officers and their employers are held liable for
alleged misconduct.
Federal law allows a person to sue a police officer to hold
him financially accountable for misconduct. An officer
frequently raises the “qualified immunity (QI)” defense
when a lawsuit claims he violated a plaintiff’s civil rights,
such as an allegation of unnecessary force. QI is a complex
doctrine first-created by the United States Supreme Court
more than 50 years ago.
When an officer raises the QI defense, the plaintiff must
show that the officer violated a “clearly established” right.
To do so, a court considers whether a reasonable officer
would have known that her action violated a plaintiff’s rights
by pointing to a previously-decided case that involves the
same type of alleged wrongdoing. If the plaintiff can’t do
so, the officer won’t be liable. Some reform advocates
believe the evolution of QI has made it too difficult to hold
“bad cops” responsible for their actions.
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Last summer, the United States House of Representatives
passed “The George Floyd Justice in Policing Act.” Of
particular interest to Pool members, the comprehensive
police reform bill would change the way QI protects officers
from misconduct claims by eliminating: (1) an officer’s
defense of a good faith belief that his conduct was lawful;
and (2) the requirement that a plaintiff point to a previous
case that involved similar conduct. The bill – which would
“tip the scales” towards plaintiffs – never had a chance
of passing a Republican-controlled Senate. Now that
Democrats control both Houses of Congress, the odds may
shift.
What about President Biden? He has actually been a
longtime supporter of law enforcement. During the first
presidential debate, he said that “there are some bad
apples” in law enforcement who need to be dealt with,
but he defended “the vast majority of police officers.” He
pledged to bring together police chiefs, officers, and civil
rights groups “to work this out.” His ultimate position will
largely depend on the internal politics of his party.
In Texas, legislators have introduced the “George Floyd Act.”
Mirroring the federal proposal above, the bill’s wide-ranging
reforms include a new right to sue an officer under the
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Texas rather than United States Constitution. It leaves out
the traditional QI-type defense, and it would remove any
dollar caps on a successful plaintiff’s award.
Most important for purposes of liability coverage, the bill
would require a local government to indemnify its peace
officers for damages incurred by the officer. Reformers
believe this will incentivize management to get rid of the
“bad apples.” While that may seem reasonable, there’s a
catch: When a Texas law enforcement agency terminates
an officer, the agency reports the reason to the Texas
Commission on Law Enforcement. That serves as a red flag
for prospective employers, right? It should, but the officer
has the right to contest the agency’s reported reason for
their departure. The process to do so is tilted in favor of the
officer, so a “bad apple” can sometimes cover up continuing
bad behavior from agency to agency. Moreover, civil
service rules and collective bargaining (or meet and confer)
agreements in some cities can make officer discipline a
challenge.
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How does the Pool respond to calls for reform? With the
same principles we bring to serving you: Integrity, public
service, fiscal responsibility, and operational excellence.
Remember that we differ from an insurance company.
The Pool was created for local governments by local
governments, and is governed by a board comprised of
member officials who are intimately familiar with policing.
Through direct input and cooperation with the Texas
Municipal League and the Texas Police Chiefs Association
at the state level, along with the national advocacy of the
Association of Governmental Risk Pools and the National
League of Cities, the Pool continues our partnership with
you to ensure safe communities, protect taxpayers, and
recognize the need for fairness and respect towards law
enforcement personnel and the citizens they serve. H
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HEALTH POOL NEWS
H

THE BIGGEST EXPENSE
AFTER PAYROLL IS…
For public and private employers alike, most employers’
second largest expense, following only payroll, is
healthcare. Famously, General Motors spends more on
healthcare than it does on steel; Starbucks spends more
on healthcare than it does on coffee beans.

Together, members of the TML Health Pool lost a collective
total of 2,190 pounds in the last year alone. Health experts
estimate that each pound lost saves $81 in medical costs,
for a return of $177,390 in healthy weight maintenance
alone.

Return on Investment on Healthcare

Screening for conditions that can cause long-term harm and
costly complications while they are still pre-symptomatic
can achieve cost savings. It ensures that employees learn of
their medical condition, and are encouraged and assisted in
following up with a provider before the condition becomes
more serious and harder to treat. The COVID-19 pandemic
has made it clear that employers and employees can
benefit from screenings with no travel inconvenience or
need to arrange childcare and less time taken out from
work, through virtual screenings that can continue long
after gathering in person is again safe.

But healthcare isn’t a sunk cost; it’s more like a materials
cost—it gives a return on investment. Healthy employees
are more productive, both taking fewer sick days and
exhibiting less presenteeism, when employees work sick.
A well-designed health plan can give a return greater
than its costs, by saving an employer money directly on
healthcare costs and by saving productivity.
One Texas firefighter who participated in a weight loss and
healthy eating program through his wellness benefits not
only stopped snoring at night, but found that he used less
oxygen from the tank when he was fighting fires.
TML Health member Melanie Andrzyczak saw an
opportunity to join a group challenge and started a
wellness challenge team together with a coworker. Then
she reached out to other employees of her city and invited
members to join. Melanie sent reminders to her team
members to make sure they were logging their physical
activity and providing each other with support. Over the
course of the six week challenge, she lost 12 pounds and
kickstarted a lifestyle change that has helped her remain
active after the challenge ended.
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About TML Health Benefits Pool
TML Health Benefits Pool offers health benefits created by
Texans exclusively for Texas cities and political subdivisions.
TML Health brings together hundreds of Texas public
entities to leverage collective purchasing power and risk
sharing to stabilize the cost of health benefits and deliver
the lowest long- term net costs, while offering additional
services such as wellness programs, virtual health
checkups, telemedicine, and online and phone enrollment.
By sharing in the Pool, TML Health’s members share the
rewards of superior health coverage—lower costs, better
health outcomes, and more personalized service. H
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CITY LIGHTS
H

Amarillo and Potter County Partner on
Neighborhood Planning

business owner, and community supporter is invited to
participate.

The City of Amarillo, in partnership with Potter County, is
developing a plan to revitalize the Eastridge Neighborhood
in Amarillo. The plan kicked off virtually this year with the
launch of the plan website and the first meeting of the
Eastridge Neighborhood Plan Advisory Committee.

To learn more, visit Amarillo.gov/eastridgeplan.

This is the fourth neighborhood plan resulting from the
partnership. The plans are designed to build organizational
capacity, form consensus for goals and strategies among
stakeholders, and provide a roadmap for future public and
private reinvestment.
The initiative was created through an interlocal agreement
in 2016 by Amarillo and Potter County to help revitalize some
of the City’s older neighborhoods through the development
of area-specific plans. Throughout the planning process, the
City and neighborhoods collaborate to identify concerns,
opportunities, a vision, goals, and project priorities.
Areas typically addressed include land use, economic
development and redevelopment, infrastructure, clean
and safe strategies, housing, transportation and circulation,
history and culture, and community-building initiatives.
Completed plans are adopted as amendments to the
Amarillo Comprehensive Plan, and neighborhood planning
staff continue to assist neighborhood associations with
project implementation after adoption. The four participating
neighborhoods are North Heights, Barrio, San Jacinto, and
Eastridge.
While other plans included a series of public meetings,
Eastridge began as an entirely virtual process. A special
online engagement platform was created and is available
in different languages.
Opportunities to participate include a neighborhood
survey, a community mapping project, and creation of
the neighborhood SWOT – the strengths, weaknesses,
opportunities, and threats for Eastridge. Every resident,
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Arlington Encourages Neighborhood
Engagement
One of the many ways the City of Arlington encourages
neighborhood engagement is through its Neighborhood
Leadership Network (NLN), a working group for neighborhood
leaders to build relationships, share best practices on local
issues, and develop closer ties with the City. The NLN is a
means for strengthening leaders and providing resources
to help empower Arlington neighborhoods to achieve
neighborhood and community goals.
Members of NLN are included in an email listserv for
neighborhood-related discussions throughout the year.
They also meet quarterly to discuss neighborhood issues
and learn about City initiatives affecting neighborhoods
throughout Arlington. At the most recent meeting in
February, the primary topic was how neighbors can be
more involved in the zoning and development process
within the City.
To qualify to join NLN, neighborhood leaders must
demonstrate an existing leadership role within their
neighborhood by meeting criteria such as regular
neighborhood meetings, social events, an online presence
via a website or Facebook group, or contact information
for most neighborhood households with regular
communication.
All NLN meetings are open to any Arlington neighbors who
would like to become more involved with their neighborhood.
The network is supported by the City’s Neighborhood
Engagement Program staff who provide coaching, tools,
and resources to bring communities together.
More information about the Arlington Neighborhood
Engagement Program is available at www.arlingtontx.gov/
neighborhoods. H
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TEXAS MUNICIPAL
LEAGUE INSTITUTE
RECOGNIZES ELECTED
CITY OFFICIALS
The Texas Municipal League (TML) and the Texas Association
of Mayors, Councilmembers and Commissioners (TAMCC)
sponsor the Texas Municipal League Institute (TMLI) to
recognize elected city officials who are committed to
continuing their professional development and learning
more about their governance role and city government.
The TMLI program offers levels of recognition to elected
city officials who continue their education, with a minimum
of 42 continuing education units (CEUs) per TMLI credit
year (January 1-December 31).
Those receiving an award for the 2020 TMLI credit year
will be recognized by their peers during the TML-TAMCC
Elected Officials’ Conference on March 18. The elected city
officials who will be honored at the award ceremony for
their continued commitment to excellence are listed here.
Congratulations to all of the 2020 TMLI award recipients!
2020 TMLI Award Recipients
All awarded recipients are listed in the position they held at
the time of recognition.
Certified Municipal Official (54 CEUs with two hours of
open government training)
Shaunte Allen, Councilmember, City of Glenn Heights
Frank Archuleta, Councilmember, City of Windcrest
Racquel Belle, Councilmember, City of Forest Hill
Michael Braly, Councilmember, City of Red Oak
Kay Brown-Patrick, Councilmember, City of Desoto
Michele Chandler Kelley, Councilmember,
City of Springtown
Ed Cimics, Councilmember, City of Live Oak
Duke Coon, Mayor Pro Tem, City of Conroe
Suzanne De Leon, Mayor, City of Balcones Heights
Mary M. Dennis, Mayor, City of Live Oak
Julia Douglas, Councilmember, City of Glen Rose
Victoria Farrar-Myers, Councilmember, City of Arlington
Renee Franklin, Councilmember, City of Benbrook
Beverly Gaines, Councilmember, City of Webster
Bob Golden, Mayor, City of Haslet
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Ralph Gutierrez, Mayor, City of Schertz
Clyde Hairston, Mayor, City of Lancaster
Allison Heyward, Councilmember, City of Schertz
Joel Hicks, Councilmember, City of Cibolo
Patricia Hilborn, Councilmember, City of Haslet
David Hill, Mayor, City of Waxahachie
Racheal Hill, Councilmember, City of Lancaster
Karen Hunt, Mayor, City of Coppell
Dock Jackson, Councilmember, City of Bastrop
Stanley Jaglowski, Councilmember, City of Lancaster
Carlie Jones, Councilmember, City of Forest Hill
Dee Anne Lerma, Councilmember, City of Sealy
Curt Maddux, Councilmember, City of Conroe
Raymond McDonald, Councilmember, City of Conroe
Nina Morris, Councilmember, City of Lancaster
Lyle Nelson, Mayor Pro Tem, City of Bastrop
Melissa Olson, Councilmember, City of Waxahachie
Candice Quarles, Councilmember, City of Desoto
Leonard Reed, Mayor, City of Willis
Patrick Rios, Mayor, City of Rockport
Derrick Robinson, Councilmember, City of Lancaster
Doyle Robinson, Mayor, City of Panhandle
David Rutledge, Mayor, City of Bridge City
Connie Schroeder, Mayor, City of Bastrop
Christine Sederquist, Councilmember, City of Leander
Carol Strain-Burk, Councilmember, City of Lancaster
Sandra Vrablec, Councilmember, City of Sealy
Todd Yancey, Councilmember, City of Conroe
Certificate of Recognition (42 CEUs)
Eddie Daffern, Mayor, City of Staples
Emmanuel Wealthy, Mayor, City of Wilmer
Award of Excellence
(an elected official who has received a TMLI certificate
for five consecutive years)
Duke Coon, Mayor Pro Tem, City of Conroe (5 years)
Victoria Farrar-Myers, Councilmember, City of Arlington
(5 years)
Carlie Jones, Councilmember, City of Forest Hill (5 years)
Award of Leadership
(a city that has had an elected official receive a TMLI
certificate for five consecutive years)
City of Arlington
City of Conroe
City of Forest Hill
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SMALL CITIES' CORNER
H

SHOP LOCAL
NAVASOTA
By Madison Brooks, Marketing and Communications
Coordinator, City of Navasota
In a time of ever-changing communication and commerce,
the collaborative spirit of Navasota created a campaign
whose benefits will go far beyond the need created by the
COVID-19 pandemic. Shop Local Navasota was established
in March of 2020 to give residents the ability to quickly
access information, assistance, and education during a time
of immense uncertainty. Keeping business local quickly
became necessary for businesses and customers alike to
continue to sustain the viability of this tight-knit community.
The Shop Local Navasota campaign began with the website,
www.ShopLocalNavasota.com. The site is a hub for local
businesses to provide their hours, special offers, and
Coronavirus restrictions, broken into the categories “Shop
Local,” “Eat Local,” and “Local Services.” Additionally, the
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site provides resources such as small business assistance,
grants, online marketing tips, and COVID-19 information for
businesses. The user-friendly format allows for businesses
to keep their information up-to-date through an auto
generated questionnaire, and for residents and visitors to
access all available information. An Instagram account, @
ShopLocalNavasota, and hashtag, #ShopLocalNavasota,
were also created to increase the impact of the campaign.
Shopping locally became a commonplace idea, as the site
was advertised through local media outlets and attracted
a major response from visitors, residents, and businesses.
The reach of the campaign’s efforts could be felt throughout
all aspects of the community. The Shop Local Navasota
website was utilized to publicize and house applications for
a Navasota Small Business COVID-19 Relief Grant, funded
by the Navasota Economic Development Corporation. The
grant awarded a total of $52,750 to 59 local businesses to
help them through the trying financial time. The website
also hosts a production inspired by the immediate need
for direct communication between citizens and their
government - Grilling Stafford.
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Grilling Stafford is a video series
produced by the City of Navasota
featuring City Manager Brad Stafford,
the Navasota Examiner’s Ana Cosino,
and Willy 98.7’s Kenny Graves. The
series was created to provide residents
with a clear channel to air their questions
and comments directly with the City
Manager. Each week, viewers submit
questions through the newspaper and
radio station to be asked on air. The
video series is published weekly on the
City of Navasota’s YouTube channel,
Facebook page, and website, along
with the Shop Local Navasota website.
Each episode reaches an average of
1,500 viewers and has received praise
from across the country, as well as in
the City’s backyard.
The City of Navasota provided resources
further encouraging residents to shop
locally through the Navasota Freedom
Festival and Navasota Home for the
Holidays events. Both are hosted
by the City, in which elements were
added to the lineup of activities from
previous years to encourage guests
to keep, or bring, their business to
Navasota. The first ever Navasota
Freedom Festival occurred on
Independence Day 2020, featuring live
music, local vendors, and the annual
parade through Downtown Navasota.
Guests who visited every business in
Downtown throughout the event were
entered to win a basket comprised
of items from the local businesses.
Similarly, visitors at the annual Home
for the Holidays event in December
of 2020 submitted their receipts from
shopping at local businesses to be
entered to win one of two locallyinspired baskets. The website www.
NavasotaHomeForTheHolidays.com
provided a guide for all aspects of the

holiday season, from shopping options to local holiday events – all reasons to
spend the holidays in Navasota. Both events were well received by visitors and
were reported to have had a great impact on local businesses.
Despite the pandemic, city sales tax returns received in January 2021 were
up 14.82 percent over the same period the prior year, a great indicator of the
campaign’s success. The idea of keeping business local is one that will not soon
fade from the minds of Navasota residents, visitors, or businesses. In a time
when people were forced apart, Shop Local Navasota allowed a community to
come together for the good of all. H
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LEGAL H Q&A

Q

By Bill Longley
TML General Counsel

that is an increment of at least one-eighth of one percent
What is the maximum sales tax rate that can be charged

on the sale of taxable goods or services in the state?

and that would not result in a combined rate that exceeded
the maximum local sales and use tax rate of two percent.
See Tex. Tax Code § 321.103(a). In other words, a city with an

A

existing one-percent general revenue sales tax may now
The sales tax rate charged by the state on the sale of

order an election to increase or decrease the tax, assuming

each taxable item in the state is 6.25 percent of the sales price

that there is room under the two-percent local sales tax

of the taxable item. See Tex. Tax Code § 151.051. On top of the

cap for any potential increase.

state’s 6.25 percent sales tax rate, local taxing entities (cities,
counties, transit authorities, and special purpose districts) can
collectively claim an additional two percent for a total maximum tax rate of 8.25 percent in any given location. See id. §
321.101(f). Whether or not the sales tax rate is “maxed out” in a
given city depends on what sales taxes have been adopted by
the city, in addition to what sales taxes have been adopted by
the other taxing entities that overlap with the city.

Q
A

The sales tax for general revenue is adopted by an election
of the city voters. See id. § 321.101(a). A sales tax for general
revenue election may be called by either of two methods:
(1) the city council may call the election by adopting an
ordinance by majority vote of its own members; or (2) the
city council must call the election if it receives a petition
signed by at least 20 percent of the number of qualified
voters who voted in the most recent regular city election.
See id. § 321.401.

What is the sales tax for general revenue?

A city may adopt additional sales taxes beyond the general
revenue sales tax, but all such additional sales taxes are for

The sales tax for general revenue is a tax that may be lev-

dedicated purposes, and not for general revenue.

ied by a city on all taxable items sold in the city. The revenue

Q

What are sales taxes for dedicated purposes?

revenue sales tax in 1967, it provided that the rate of the

A

All city sales taxes, other than the sales tax for general

general revenue sales tax must be set at one percent—no

revenue, are considered sales taxes for dedicated purpos-

higher and no lower. After initial adoption of a general rev-

es. As the name implies, each of these taxes may only be

enue sales tax, cities had no authority to call an election to

spent on certain, or dedicated, items or projects. Cities may

raise or lower the one-percent general revenue sales tax.

have a mix of different dedicated taxes, in addition to the

from the tax may be spent on almost any lawful purpose of
the city.

When the legislature authorized cities to adopt a general

general revenue sales tax, so long as the total tax rate in the
This general structure remained in place until 2015. After

city does not exceed 8.25 percent.

the passage of H.B. 157 in 2015, a city is now authorized to
hold an election to impose its general sales tax at any rate
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Prior to the passage of H.B. 157 in 2015, dedicated sales

Note that prior to 2017, the law only authorized a city to use

taxes were capped at certain amounts. For instance,

a combined ballot proposition when switching from one

an economic development corporation sales tax could

dedicated city sales tax to another dedicated city sales tax.

not exceed one-half of one percent. Similarly, the street

In 2017, H.B. 3046 passed, which expanded the applicability

maintenance sales tax could not exceed one-fourth of

of the combined ballot proposition statute to all city sales

one percent. House Bill 157 removed the rate caps on the

taxes, including the general revenue sales tax. See id. §

dedicated sales taxes for venue districts, crime control and

321.409(a).

prevention districts, economic development corporations,
property tax relief, and street maintenance, and authorizes
a city to hold an election to increase or decrease these

Q

May the city replace a county, transit authority, or

dedicated sales taxes in any increment of one-eighth of

special purpose district’s sales tax with a city sales tax

one percent.

(general or dedicated)?

A dedicated sales tax may be adopted only by a vote of
the citizens at an election. An election to adopt a dedicated
sales tax generally cannot be held earlier than one year
after the date of any previous sales tax election in the city.
See Tex. Tax Code § 321.406, see also Tex. Att’y. Gen. LO-98074 (1998).

A No. A city may not adopt or increase a sales tax if the
adoption or increase would result in the combined rate of
all sales taxes imposed by local taxing entities having territory in the city to exceed two percent at any location. Tex.
Tax Code § 321.101(f). Therefore, if the county, transit authority, or special purpose district has adopted a sales tax,

Q Our city is “maxed out” at the two-percent sales tax
cap. May we hold an election to switch from one city
sales tax to another?

that tax would claim a percentage of the total two-percent
local sales tax cap, and could not be taken away by the
city or any other taxing entity within the jurisdiction. A taxing
entity would have to voluntarily relinquish its portion of the
sales tax (generally through an election to reduce or repeal

A Yes. A city may hold an election to repeal or lower one

the tax), or receive a petition to repeal or reduce the tax

city sales tax, and raise or adopt a different sales tax, all

of the local two-percent cap for another local taxing entity

with one combined ballot proposition. See Tex. Tax Code

to claim.

from the voters, if applicable, in order to free up a portion

§ 321.409. The fact that this may be accomplished by one
combined ballot proposition protects the city’s interest by

If city voters approve an adoption or increase of a city sales

eliminating the risk that one tax will be voted out by the

tax on the same election date as voters also approve an

citizens without the other tax being voted in. A combined

adoption or increase of sales taxes for another taxing entity

ballot proposition must be worded to contain substantially

with overlapping jurisdiction, the city’s tax generally takes

the same language required by law for each of the two

effect over the tax of the other entity. See, e.g., Tex. Tax

taxes individually. See id. § 321.409(b).

Code § 321.101(f); Tex. Health & Safety Code § 775.0751(d);
Tex. Transp. Code § 451.405(b).
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Q Are remote sellers required to collect local sales and
use taxes in Texas?

There are exceptions to the general requirement that
remote sellers collect and remit state and local use tax.
Remote sellers are exempt from having to collect the tax if

A Yes. In June 2018, the United States Supreme Court in
Wayfair v. South Dakota held that a South Dakota state law
requiring certain remote sellers to collect sales taxes on
goods shipped to customers living in South Dakota was
constitutional. In doing so, the Court overturned decades
of legal precedent providing that states could only require

they fall within the statutory “safe harbor” provision, which
exempts remote sellers with total Texas revenue of less
than $500,000 in the preceding 12 calendar months. See
34 Tex. Admin. Code § 3.286(b)(2). Further, remote sellers
have the ability to collect a single local use tax in lieu of
use taxes based upon the destination where the order is
received. See Tex. Tax Code § 151.0595.

sellers to collect state and local sales taxes when they had
a physical presence in a state.
In response to Wayfair, Texas statute and the state comptroller’s administrative rules were amended to generally
require remote sellers to collect sales taxes beginning on
October 1, 2019. The comptroller’s rules define a “remote
seller” to mean a seller engaged in business in Texas whose
only activity in the state is “engaging in regular or systematic solicitation of sales of taxable items in this state by
the distribution of catalogs, periodicals, advertising flyers,
or other advertising, by means of print, radio, or television
media, or by mail, telegraphy, telephone, computer data
base, cable, optic, microwave, or other communication system for the purpose of effecting sales of taxable items” or

Q What is the single local use tax?
A H.B. 2153, passed and signed into law in 2019, created
the single local use tax as an alternative tax that remote
sellers may use instead of collecting and remitting the total
use tax in effect at the destination address. The underlying policy rationale behind the single local use tax was to
allow remote sellers to forego the burden of tracking the
specific sales and use tax in each Texas jurisdiction where a
purchaser is located, and instead elect to collect and remit
one uniform use tax on all sales made in Texas.

“soliciting orders for taxable items through mail or through

The comptroller must apportion and distribute revenue

other media including the Internet or other media that may

received from the single local use tax to each eligible tax-

be developed in the future.” 34 Tex. Admin. Code § 3.334(a)

ing unit, including cities, in proportion to the amount of total

(18). Put more simply, remote sellers are out-of-state sellers

sales and use tax allocations made to the taxing unit each

whose only activity in Texas is the remote solicitation of

month. See Tex. Gov’t Code § 403.107(e).

sales, such as sales made over the internet.

The single local use tax rate effective in a given year is a

When an order is not received at a Texas place of business,

rate equal to the estimated average rate of local sales and

as is the case for any remote sale, local use tax must gener-

use taxes imposed in this state during the preceding state

ally be collected by the remote seller based on the location

fiscal year, as determined by the comptroller. See Tex. Tax

in Texas where the order is shipped or received. See Tex. Tax

Code § 151.0595(d). The current local use tax rate in Texas is

Code § 321.205(c); 34 Tex. Admin. Code § 3.334(c)(2)(B)(ii).

1.75 percent. See 34 Tex. Admin. Code § 3.334(i)(3)(D).
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Q How are internet orders sourced for sellers with a

on the exact circumstances. See 34 Tex. Admin. Code §

place of business in Texas?

the sourcing of orders placed in person in Texas; in-person

3.334(c)(1)(B). By comparison, nothing in the rule changes
orders at a place of business in Texas are consummated

A In May 2020, the comptroller adopted new rules applicable to the sourcing of sales taxes for intrastate internet
orders. The new rules provide that orders received via a
shopping website or software application are received at a
location that is not a place of business in the state. See 34
Tex. Admin. Code § 3.334(b)(5). The ultimate impact of this
change is that, under the provisions governing where a sale
is consummated, certain internet purchases may no longer
be sourced to the location where the order is received.
Under the new rules, internet orders are sourced to either
the location where the order is fulfilled or the location

at the place of business, regardless of where the order is
fulfilled. See 34 Tex. Admin. Code § 3.334(c)(1)(A).
Of particular significance to Texas cities, the May 2020
rules are not effective until October 1, 2021. The comptroller, according to the description published in the Texas
Register, delayed the implementation of the rules in order
to give “interested parties an opportunity to seek a legislative change.” 45 Tex. Reg. 3499 (2020) (34 Tex. Admin.
Code § 3.334) (May 22, 2020). Any legislative changes will
be reported in the TML Legislative Update, available here:
https://www.tml.org/579/Legislative-Update. H

where the order is received by the purchaser, depending
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THE TEXAS
ECONOMY:

THE ROAD
AHEAD AFTER A
CRISIS YEAR
By Glenn Hegar, Texas Comptroller of Public Accounts
As Texas’ Comptroller, I’m charged with tracking and predicting the course of the state economy. In my article for
Texas Town & City last year, I reported on where we saw
things headed in 2020, based on the best analysis we could
muster.
Needless to say, I didn’t predict what was coming. But then,
the emergence of COVID-19 turned everyone’s predictions
into wastepaper.
It’s been a humbling year for all of us. No previous recession
offers a relevant comparison for 2020, a year that saw the
world’s economy contract more sharply and more quickly
than ever before in modern times.

a balanced mix of industries — have allowed its economy
to grow faster than the nation’s for many years. In the past
decade, Texas’ real gross state product (GSP) grew nearly
twice as fast as the national economy. It’s something we’ve
come to expect.
The pandemic, however, has reversed this trend, at least
temporarily. The United States economy is projected to
grow by 1.9 percent in fiscal 2021, while we expect Texas’
GSP to fall by 1.3 percent, due in large part to the collapse
in oil prices and other pandemic-related effects.
The good news is that we expect the Texas economy to
resume growing faster than the nation’s in fiscal 2022 and
2023, with projected growth rates of 3.7 percent and 4.6 percent, respectively, compared to 2.3 percent and 2.5 percent
for the United States.

Between February and April 2020, Texas lost more than
1.4 million jobs; the unemployment rate more than tripled.
We’ve regained a lot of those jobs, but the short-term
economic outlook remains uncertain. As I write this, the
pandemic is surging again in Texas, despite the initial arrival
of vaccines.

This return to growth will be buoyed by fast population
growth that has been and will continue to be fueled by
positive net migration and a relatively high birth rate. Texas
remains one of the nation’s most attractive destinations for
companies and job seekers alike.

We’ve been tracking the course of the pandemic very
closely. In our Biennial Revenue Estimate (BRE), released in
January, we reported on our economic forecast through the
end of the State’s 2023 fiscal year, which will end in August
of that year.

We expect a similar pattern for Texas personal income;
after several years of robust growth, we project it will fall
by 2.9 percent in 2021. Growth should resume in fiscal 2022
and average 4.8 percent annually in the coming 2022-23
biennium.

Economic Growth
Texas’ inherent advantages — relatively low living costs, an
attractive business climate, a central Sunbelt location, and

Employment
As of December 2020, the Texas unemployment rate was
7.2 percent, higher than the national rate of 6.7 percent.
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We project that Texas’ unemployment rate will average 7.2
percent in 2021 before falling to six percent in 2022 and 4.6
percent in 2023.
In December, Texas’ nonfarm employment was 502,600
lower than its February 2020 peak. We don’t expect the
state to regain this lost ground by the end of fiscal 2021.
State employment has risen in every month since April
2020, but we don’t expect to return to the pre-recession
peak until the beginning of fiscal 2023.
Goods and Services
The effects of the pandemic haven’t been distributed
equally in our economy. Some sectors have suffered much
more than others, lending credence to fears of a “K-shaped
recovery,” in which different industries recover at sharply
different rates.
Ten of Texas’ 11 major nonfarm industries experienced net
job losses in fiscal 2020, reflecting the effects of the pandemic. The job count in the goods-producing industries fell
by 7.1 percent, while service-providing industry employment fell by 4.3 percent.
Among the goods-producing industries, the biggest contraction was seen in mining and logging — which, in Texas,
largely means oil and gas production. This sector lost
59,300 jobs, a 23.9 percent drop. Employment in oil and
natural gas refining and distribution companies also experienced significant declines during the year. We project that
Texas mining and logging employment will fall by a further
20.9 percent in fiscal 2021 before resuming modest growth.
In all, we expect employment with goods-producing industries to decline further in the near term, by 10.1 percent in
fiscal 2021. Growth should resume thereafter, led by rising
employment in mining as demand for energy builds in a
recovering economy. We’re projecting growth rates of 1.2
percent in 2022 and 8.7 percent in 2023.
Among the service businesses, those that depend on
in-person encounters, such as airlines, hotels and motels,
bars and restaurants, felt the effects of lockdowns and
travel restrictions most keenly. According to recent reports,
Texas-based American Airlines reported $6.7 billion in losses in the first three quarters of 2020, while Southwest lost
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$2.2 billion. According to the Texas Restaurant Association,
about 200,000 Texans employed by restaurants were out
of work as of December, while about 15 percent of Texas’
restaurants closed for good last year.
Thus the most sharply affected service providers were
those in leisure and hospitality, which lost 246,800 jobs
in fiscal 2020, a 17.7 percent decline. Even so, the industry
still employed about nine percent of Texans in nonfarm
jobs at fiscal 2020’s end. We expect leisure and hospitality
employment to rise by 8.2 percent in fiscal 2021, as normal
conditions slowly return, and average 3.5 percent annually
in the 2022-23 biennium.
This recovery will help boost services employment by 1.6
percent in fiscal 2021 and an average 2.7 percent annually
in 2022-23.
Retail Trade and State Revenues
In all, the trade, transportation and utilities industries are
Texas’ largest employer, accounting for 20 percent or more
than 2.4 million of the state’s nonfarm jobs. In fiscal 2020,
however, they lost 73,100 jobs (2.9 percent of the total). We
project that the job count in these industries will remain
essentially flat in fiscal 2022 and 2023, rising by just 0.3 percent annually.
Of the sectors within these industries, retail trade in particular reflected the changes in consumer behavior prompted
by the pandemic. Online shopping, already popular, has
increased enormously.
Texas benefited from United States Supreme Court’s decision in the Wayfair case, which required out-of-state online
retailers selling goods to Texas consumers to collect taxes
on those sales, and from the 2019 passage of H.B. 1525,
which requires online marketplace providers (such as eBay
and Amazon) to collect and remit sales taxes.
We began collecting sales tax remittances from remote
sellers and marketplace providers in November 2019.
These began climbing sharply starting in April 2020, and
by July exceeded January’s remittances, which reflected
December 2019 holiday sales.
In the first 12 months of collections, state sales tax revenue
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from remote sellers and marketplace providers totaled
nearly $1.3 billion. For the most part, this is revenue the
state wasn’t collecting before. And while Texas’ sales tax
revenues are down, they’d be down much further without
online sales.
Construction Activity and Home Inventory
Employment with Texas construction companies fell by
37,600 or 4.8 percent in fiscal 2020, and we expect this
trend to continue, with a further 7.1 percent decline in jobs
in fiscal 2021. It should turn the corner in 2022 and 2023,
with respective increases of 1.8 and 3.3 percent.
On the other hand, Texas housing markets remain extremely robust. Single-family building permits jumped by 15.3
percent in fiscal 2020, to 134,013. According to the Texas
A&M Real Estate Center, the median sales price for an existing Texas single-family home rose from $245,000 in August
2019 to $265,000 in August 2020. As of December 2020,
Texas had a 1.7-month inventory of existing homes for sale,
the lowest level seen since at least 1990.
Foreign Trade and Manufacturing
Texas has led the United States in exports for more than
a decade and accounted for 20 percent of the nation’s
exports in 2019. Over the years, exports have substantially
boosted Texas manufacturers’ sales, most notably for those
producing chemicals, electronics, petroleum products,
industrial machinery and transportation equipment. But our
exports have fallen sharply since the pandemic began in
earnest; from January through August 2020, the value of
Texas exports was down by 16.5 percent versus the same
period in 2019.
Texas manufacturers shed about 40,900 jobs in fiscal 2020,
a 4.5 percent decline. The majority of those losses occurred
in fabricated metals and machinery manufacturing, two
industries closely associated with the oil and natural gas
industry.
In fiscal 2021, we expect manufacturing employment to
decline again, by 3.1 percent. But we’re projecting a modest
return to growth thereafter, at 0.5 percent in fiscal 2022 and
1.7 percent growth in 2023.
Summing Up
In our forecast, we’re assuming continued economic growth
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through the next biennium, but there’s still a lot of uncertainty about the course of the economy. If we learned anything from 2020, it’s that unforeseen events are the rule, not
the exception.
But one thing we can say is that it will take us awhile to get
out of the hole the pandemic created. If the vaccines prove
effective — and if we can get them widely administered
this year — we can hope for a fairly quick return to pre-pandemic growth. In the near term, we don’t expect a repeat
of the economic chaos we saw last spring. Fortunately,
our economy has seen a lot of positive trends over the last
several months, but we also must be mindful of continued
headwinds, especially the current surge in cases and hospitalizations.
Energy markets, as always, are a significant source of
uncertainty in Texas forecasts. Oil and gas still make significant contributions to the Texas economy, but remain tied
to prices that can swing wildly in a short time. April 2020
brought an unprecedented and historical event for the
energy market when futures prices turned sharply negative
for a day. And low prices affect not just producers but a
wide array of related industries and suppliers.
Texas’ rig count, which started drifting lower in 2019, collapsed last summer to levels not seen in more than 50
years of data. It has recovered some, but remains well
below the levels of just a year ago. Low production is a
continuing brake on Texas’ economic growth.
On the other hand, we see significant reasons for optimism.
Personal savings rates are higher; people spent less of their
total incomes, including government benefits, in the first
three quarters of 2020 than in previous years. Some forms
of consumer debt have decreased. Such factors suggest a
chance for a substantial surge in consumer spending when
people feel safe and secure enough to resume their normal
lives.
As long as infection rates remain high, it’s difficult to gauge
the ultimate end of the pandemic — and consumer and
business behavior thereafter. But Texans are known for their
resiliency, and our businesses and industries are working
hard to adapt, meeting the economic chaos with creativity,
agility and ingenuity. When the crisis passes, these innovations will remain. Amid the disruption, we’ll grow stronger. H
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FISCAL CONDITIONS
SURVEY REVEALS PANDEMIC’S
FISCAL IMPACT
By JJ Rocha, TML Grassroots Legislative Services Manager

Each year, TML conducts a fiscal conditions survey of its member cities. This year, with 382 cities responding, the survey demonstrates how
cities have responded to an unprecedented global pandemic.
Last summer, TML created the Special Mid-Year Fiscal Conditions
Survey to focus on how the pandemic affected city budgets and the
measures that councils and mayors expected to take in the upcoming
fiscal year. TML tasked the membership to complete the survey once
more at the end of 2020 to provide insight on the concrete actions
that cities took.

Survey results show that 40 percent of cities did not change their
property tax rate. Only 21 percent of cities raised their tax rate – the
lowest percentage of cities that raised their rate in the past 10 years.
A quarter of cities reduced their property tax rate. Further, roughly 40
percent of cities adopted the “no new revenue rate,” which used to
be called the “effective rate” prior to Senate Bill 2 from 2019. Of cities
that plan to exceed the no new revenue rate, the median increase
was three percent according to the survey. Nineteen percent of cities
adopted a rate lower than the no-new-revenue rate, the highest percentage of cities in recent years.

Cities are the government closest to the people and play a significant
role in the quality of life and emergency response for communities.
Citizens benefit from the core services that cities provide, such as
public safety (EMS, fire, and police), streets, parks, public transportation, libraries, utilities, and other vital services. Those services are
funded by property taxes and other sources of revenue.

Fewer cities are choosing to raise their water, wastewater, and solid
waste fees. Only 13 percent of cities raised water fees, 15 percent
raised wastewater fees, and 15.5 percent raised solid waste fees. Of
those cities that raised fees, the average amount of increase for water
was three percent, wastewater was 5.5 percent, and solid waste at 8.1
percent.

With little financial assistance from the state, cities are tasked to
manage growth or decline and rely on their own capacity to generate
revenue. The state provides almost no funding for the provision of city
services. In fact, Texas ranks 47 out of the 50 states in the amount of
state-generated revenue as a percentage of their budgets. In planning its own revenue mix, each city is different and will need to make
decisions based upon any number of factors, such as the impact
of COVID-19 on other sources of local revenue like sales taxes, the
amount of city expenditures made in response to the emergency, as
well as the ability and willingness of local taxpayers to potentially pay
a given property tax rate.

In the past year, cities were met with challenges stemmed from the
global pandemic as well as other crises that emerged due to the
public health crisis. While the Texas economy has fared better than
expected with some cities experiencing an influx of sales tax revenue,
29 percent of cities have lost sales tax revenue this past fiscal year. It
should be noted that this number is well below the 66 percent of cities
that reported a loss of revenue in the Special Mid-Year Survey conducted in the summer. In addition, roughly 30 percent of cities have
lost hotel occupancy tax revenue, and 22 percent have lost mixed
beverage taxes.
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It is no surprise that Texas and its cities have experienced incredible
growth in recent years. Many cities have seen their populations grow
by more than 10 percent since 2010, with some experiencing upwards
of 30 percent growth. According to the United States Census, Texas
has led the nation in annual population growth for each year between
2010 through 2019. Texas cities have felt that impact. For much of the
past decade, seven of the fifteen fastest growing cities are located
here. Texas surpassed 28 million people in 2017 and is on the verge of
passing 29 million.

in or around cities. With recent news of major corporations relocating
their headquarters to Texas cities, cities should expect an even larger
population growth to follow. In the last six years, we have seen cities
taking on more capital spending to address this growth.
No two Texas cities are identical, especially in a crisis, and this survey
reinforces that notion. Cities may respond differently to economic
conditions and public health emergencies, and that is why the legislature should not impose one-size-fits-all mandates or revenue restrictions on cities. City officials are engaged with residents every day and
are the most familiar with local issues. They must have the flexibility to
respond to fluctuations in revenue sources and to the different levels
of services that city taxpayers demand.

Recent trends have shown populations shifting from rural to urban
areas, indicating that cities will experience the majority of the future
population growth. The state demographer projects the state’s population will double by 2050. This would mean 25 million more people
living in Texas in 30 years. Currently, 74 percent of the Texas population (21.2 million people) live in incorporated areas. Further, 89 percent
of Texans (25.6 million people) live in metropolitan statistical areas
(MSAs). In other words, the vast majority of Texans live, work, and play

The full results are online on TML’s website at www.tml.org, click on
“Resources” and then “Surveys”. H

Municipal Revenue
Current Year

2011

2012

2013

2014

2015

2016

2017

2018

2019

2020

2021

Current year revenue lower than
last year’s revenue

41.4%

29.0%

25.1%

23.9%

18.7%

25.5%

22.3%

23.1%

16.2%

6.3%

17.9%

Current year revenue remained
constant to last year’s revenue

-

-

-

-

-

-

-

-

-

43.6%

61.3%

Expect lower revenue next year

29.9%

22%

20.7%

15.9%

19.6%

7.4%

7.6%

8.0%

3.0%

4.7%

9.9%

-

-

-

-

-

45.5%

46.3%

45.7%

48.4%

51.0%

63.7%

Expect revenue to remain
constant next year

Change in Property Tax Rates
Current Year

2011

2012

2013

2014

2015

2016

2017

2018

2019

2020

2021

No change

42.3%

47.1%

52.6%

49.4%

49.1%

47.2%

41.7%

42.8%

46.5%

41.1%

40.7%

Raised rate

43.0%

36.3%

30.4%

33.2%

27.1%

27.9%

31.1%

28.4%

24.3%

27.9%

21.6%

Reduced rate

14.7%

16.6%

17.0%

17.4%

23.8%

16.1%

18.7%

18.8%

19.4%

21.6%

25.6%

-

-

-

-

-

8.8%

8.6%

10.0%

10.1%

9.4%

12.1%
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City does not levy
property tax rate
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Adopted Tax Rate Relative to the No New Revenue Rate
Current Year
2011

2012

2013

2014

2015

2016

2017

2018

2019

2020

2021

Higher than no new revenue rate

35.9%

38.1%

40.1%

49.2%

59.2%

56.7%

55.2%

60.1%

56.6%

62.2%

41.8%

Same as no new revenue rate

37.9%

35.3%

24.3%

20.2%

14.9%

33.3%

32.5%

29.9%

31.8%

29.1%

39.2%

Lower than no new revenue rate

26.2%

26.6%

35.6%

30.6%

25.8%

10.0%

12.3%

10.0%

11.6%

8.7%

19.0%

Cities That Increased Utility or User Fees
Current Year
2011

2012

2013

2014

2015

2016

2017

2018

2019

2020

2021

Solid waste fees

24.8%

22.2%

23.1%

20.7%

19.1%

15.8%

16.7%

19.2%

20.5%

20.7%

13.4%

Water fees

35.5%

30.2%

27.3%

32.3%

33.1%

34.2%

34.5%

30.5%

24.4%

27.9%

15.0%

Wastewater fees

32.3%

26.3%

25.1%

24.7%

24.5%

27.3%

25.3%

25.2%

20.6%

24.8%

15.5%

One or more utility fee

47.2%

44.0%

41.2%

59.2%

57.9%

64.6%

68.4%

42.5%

49.7%

69.3%

43.4%

Raised user fees

-

-

-

-

-

-

-

-

-

14.5%

6.5%

Imposed new user fees

-

-

-

-

-

-

-

-

-

10.2%

5.5%

Cost-Saving Measures
Current Year
2011

2012

2013

2014

2015

2016

2017

2018

2019

2020

2021

Hiring freeze

17.9%

16.0%

7.6%

4.4%

3.8%

2.9%

3.2%

4.9%

2.9%

2.1%

13.9%

Wage freeze

23.8%

16.0%

5.9%

4.2%

3.4%

3.5%

4.5%

2.9%

2.6%

1.6%

10.5%

Reduced services

6.7%

8.0%

3.2%

2.6%

1.3%

2.5%

2.1%

2.0%

1.3%

2.0%

7.5%

Eliminated services

2.9%

3.0%

1.7%

1.5%

1.3%

0.6%

0.8%

1.3%

2.0%

1.6%

3.6%

Reduced salaries

1.7%

2.0%

1.3%

0.9%

0.4%

0.4%

0.4%

0.2%

0.0%

0.0%

1.1%

Laid off employees

10.7%

10.0%

4.5%

3.8%

3.0%

1.4%

3.2%

3.1%

1.9%

1.2%

5.2%

Postponed capital
spending

52.4%

43.0%

36.9%

29.7%

36.0%

28.7%

26.4%

24.4%

22.0%

22.2%

20.6%

Average Amount of Lost Revenue
(Percentage) Due to COVID-19

Percentage of Cities with
Lost Revenue Due to COVID-19

June 2020

2021

Sales tax

13.3%

12.8%

29.8%

Hotel occupancy tax

34.1%

30.6%

22.7%

Mixed beverage tax

21.8%

34.1%

June 2020

2021

Sales tax

66.5%

29.6%

Hotel occupancy tax

56.5%

Mixed beverage tax

48.9%
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Making Healthcare

Better For You

Cut your beneﬁts costs this year without
sacriﬁcing quality healthcare

Upgraded pharmacy beneﬁts are just the beginning of
our reinvention of beneﬁts for Texas public employees!
This coming enrollment season, look forward to:

Better Service

Better Prices

• Dedicated TML Health
Account Teams

• The best discounts on the cost of
healthcare with the Blue Cross Blue
Shield provider network

• 24/7 employee service from
a Texas-based service team

• New pharmacy beneﬁts manager
allows us to pass savings on to you
in lower rates

Better Health
Better Access

• Expanded wellness beneﬁts
and rewards

• Access to doctors and hospitals
wherever you are with the broad
Blue Cross Blue Shield network

• “Whole person” approach to
disease management

• Individual health coaching

TML Health Beneﬁts Pool is a non-proﬁt trust organization created by political subdivisions to provide
group beneﬁts services to participating political subdivisions and is not an insurance company.
This contains proprietary and conﬁdential information of TML Health.
TEXAS TOWN & CITY •
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WHAT IF CERTIFICATES OF
OBLIGATION GO AWAY?
By Drew Masterson, Masterson Advisors LLC

For several sessions, the Texas legislature has debated
doing away with Certificates of Obligation (COs). As we
enter the 87th legislative session, it is important to reflect
on the important role that COs play in financing critical
water, sewer, and other enterprise system infrastructure
throughout the State. It is also crucial to understand the
unintended consequences that would result from eliminating COs. The elimination of COs would result in immediate
and significant negative impacts on water and sewer rate
payers across Texas. The use of revenue bonds to finance
water and sewer infrastructure instead of COs would result
in: 1) higher interest rates, 2) increased issuance costs, 3) the
issuance of additional debt to fund inefficient debt service
reserve funds, and 4) increased water and sewer rates to
satisfy dramatically higher debt service coverage ratios.
To illustrate this impact, we estimate that one of our top 25
population Texas city clients would need to immediately
raise water and sewer rates by 18 percent and then impose
additional rate increases over time if it were forced to fund
water and sewer infrastructure through revenue bonds
rather than COs.
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History of COs
COs were initially authorized by the Certificate of Obligation
Act of 1971. Before COs, Texas cities would buy equipment
from car dealerships and other equipment vendors by providing the vendors with a note for the purchase amount.
The vendors would then trade the notes in a very inefficient,
physical market where brokers would buy the notes and
sell them to investors. My father was one of those brokers.
The advent of COs allowed Texas cities to pool their equipment financings into a single issuance and issue COs for
cash, greatly reducing interest rates and transaction costs.
Eventually, the Legislature added real property and public
works to the qualified purposes for issuing COs. While COs
are not subject to an automatic election, they are approved
by the elected governing body of an issuer and are additionally subject to a robust notice and petition process.
The issuance of COs requires the publication of two notices in the local paper, the posting of notice on the issuer’s
website, and a 45-day waiting period prior to the governing
body approving their sale. During the 45-day waiting period
a petition of a minimum of five percent of the issuer’s regis-
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tered voters can require an election on the issuance of the
COs to go before the voters. As a result, COs are subject to
voter accountability on multiple levels. The petition process
has been used on a number of occasions to require an
election on the issuance of COs.

basis points (0.1 percent) to 30 basis points (0.3 percent)
depending on the respective ratings in today’s market. That
is significant savings. When a ten basis point savings is
applied to the amount of outstanding self-supporting COs,
Texas cities are saving $3 million per year.

COs Result in Lower Interest Rates
Because COs pledge a city or county’s tax base to their
repayment, they typically get high bond ratings and carry
low interest rates. Also, because the interest to the investor
generally remains tax-exempt, the rates are even lower.
We have had multiple cities sell COs this past year with
20-year amortizations at rates of approximately 1.5 percent.
Because of these low interest rates, issuers frequently issue
COs for their revenue or enterprise system infrastructure
and pay the COs from revenues of the enterprise system.
This is referred to as self-supporting debt, and it allows the
issuer to lower the interest costs paid by revenue system
rate payers. According to the Municipal Advisory Council
of Texas, approximately 54 percent of all COs issued have
a self-supporting component, and 35 percent of the total
amount of COs outstanding are self-supporting from revenues other than taxes.

Reduction in Issuance Costs
COs allow for the funding of multiple types of enterprise
fund projects in a single issuance alongside tax supported
projects. Small- and medium-sized cities save on issuance
expenses by combining what might be multiple different
types of revenue bond issues into one issuance. The most
common enterprises to be funded by COs are water and
sewer utilities. We also see self-supporting COs issued
for airports, economic development corporation projects,
drainage utilities, tax increment reinvestment zones, and
public improvement districts in addition to property tax supported projects such as roads. Combining two or more uses
into a single issuance avoids the issuance costs associated
with multiple separate bond issues. Additionally, COs have
less complicated legal and debt structures than revenue
bonds, which results in additional savings to issuers. Such
efficiencies could easily be more than $100,000 per issue.
In total, Texas taxpayers have saved an estimated $123 million in issuance costs by issuing self-supporting COs.

Prior to the financial market meltdown in 2008, it was very
common for Texas cities to issue water and sewer revenue
bonds to finance their utility infrastructure. Most of these
revenue bonds were rated a few notches lower than the cities’ property tax backed bonds. To avoid paying the higher
interest rates associated with lower rated revenue bonds,
cities would purchase AAA rated bond insurance. In 2007
there were seven AAA rated bond insurance companies
that insured approximately 60 percent of the municipal
bond market. Competition was high and premiums were
low. Since 2007, all seven of these AAA rated insurers
have been downgraded, gone out of business, or stopped
offering new coverage. For a number of years, there were
no operating bond insurers. Today we have two AA rated
insurers that cover just six to eight percent of the market
annually.
As a result, many cities converted to enhancing their utility
revenue bonds with their tax base. They issue COs instead
of revenue bonds. Most Texas cities’ ratings on COs are
higher than currently available through bond insurers.
Issuing COs instead of revenue bonds can save from 10
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Debt Service Reserve Funds
Debt service reserve funds are typically required to be
funded from bond proceeds when revenue bonds carry a
rating below the AA rating category. Typical reserve fund
requirements can be as high as ten percent of the principal
amount of the bonds being issued, meaning that the issuer
is having to increase the amount of debt it has outstanding
in order to fund a reserve fund. This results in additional
costs being passed on to the rate payer.
Debt service reserve funds are also an inefficient use of
cash. In the low interest rate environment over the last
10 years, debt service reserve funds have become very
expensive because they earn almost nothing. Borrowing
at 2 percent and reinvesting at .25 percent is a losing proposition. This loss or negative arbitrage is an estimated $6
million per year on outstanding self-supporting COs.
Coverage Requirements
The main impact to issuers if COs are eliminated would
be an increase in the amount of debt service coverage
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or cushion that they would be required to maintain. Debt
service coverage is the amount of cushion that a city’s
revenue fund has after paying debt service each year. If
revenues are $11 million and expenses are $6 million then
cash flow available for debt service is $5 million. If debt
service is $3 million, then the extra cushion is $2 million. In
industry terms, we divide the $5 million of cash flow by the
$3 million of debt service and get coverage of 167 percent.
Investors and rating agencies want to see high levels of
cushion or coverage so that they are protected from fluctuations in revenues or expenses. With self-supporting COs,
coverage can be just enough to pay debt service. In the
above example revenues could be $9 million, less expenses of $6 million leaving $3 million to pay debt service. 100
percent coverage means that there is just exactly enough
money to pay debt service.
When a city issues COs for utility fund projects, debt service coverage is not required. Most cities that only have
self-supporting COs for their utility funds likely want at
least a balanced budget in their utility funds and can use
cash balances to smooth out any budget deficits. But with
revenue bonds, investors and rating agencies measure
credit quality in part by the amount of cushion that exists in
the budget before having a shortfall on paying bonds. With
revenue bonds, cities become beholden to bond covenants
and rating criteria for debt service coverage. Cities issuing
revenue bonds instead of COs would need to maintain coverage levels between 140 percent and 200 percent to get
to the AA rated category.
If a city has been operating with self-supporting COs and
coverage levels around 100 percent and then suddenly
switches to revenue bonds that require high coverage levels, utility rates will have to be increased dramatically to
generate additional revenue to flow to the bottom line as
coverage. In the above example, if a city was at 100 percent
coverage with $9 million of revenues, they would need to
increase revenues by over 22 percent to get to $11 million
of revenue and 167 percent coverage.
Rate increases take at least a year to become manifest
in a city’s audited financial statements. So, if cities using
self-supporting COs have to suddenly switch to issuing
revenue bonds, they would need to immediately increase
water and/or sewer rates. Those rate increases would take
a year to flow down to the bottom line and boost debt

TEXAS TOWN & CITY •

service coverage before that first revenue bond issue. We
estimate that many cities would need to boost revenue
bond coverage by 25 percent to 75 percent. So, if they
were at 125 percent currently, they would need to go to 175
percent or 200 percent prior to applying for revenue bond
ratings. Using one of our top 25 population Texas cities as
an example, an increase in coverage of 50 percent would
mean an immediate 18 percent increase in water rates. A
similar sewer rate increase would be required as well. In
short, self-supporting COs keep this cushion or coverage in
the ratepayers’ pockets.
A Critical Tool for Texas Water Development Board
Financial Assistance
When cities participate in Texas Water Development Board
(TWDB) financial assistance programs, they must generally
issue some form of debt to the TWDB to evidence the loan.
Because COs are an efficient and secure form of financing
for the reasons described above, cities frequently issue
self-supporting COs to the TWDB. The loss of COs would
significantly complicate TWDB financings and make it more
difficult to access the low cost loans offered by the TWDB
for critical water and sewer infrastructure.
COs Allow Issuers to Address Emergencies
Because COs allow issuers to access the market efficiently, they can be critical tools for addressing capital
expenditures that arise in response to emergencies or to
finance capital improvements required to address regulatory requirements.
Summary
COs serve as a highly efficient credit enhancement tool
for Texas cities’ enterprise fund bond issues. COs save on
interest rates, issuance costs, reserve funds and coverage
requirements. Based on the amount of COs currently outstanding that support different enterprise funds like water
and sewer utilities, Texas cities have generated an estimated $15 million in interest savings per year and an additional
$123 million in reduced issuance costs. Even more significantly, if COs are eliminated some cities will immediately
have to increase water and sewer rates by an estimated
18 percent to increase debt service coverage to achieve
desired bond ratings. H
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Does Your Water
System Have
Untapped Value?

We know many municipal leaders are faced
with the reality of balancing budgets while prioritizing
much-needed community improvements and
maintaining regulatory compliance of their water and
wastewater systems. But the answer to these challenges
might be found in Fair Market Value and a partner like
Aqua Texas.
Texas’ Fair Market Value law enables municipalities and
other utility owners to receive fair market value for the
sale of their water and wastewater systems. That could
mean an increase in the value of these systems that
could be reinvested into community priorities.

Steve Dunnahoe
Manager, Business Development
O: 817.367.1403
M: 817.822.3779
SMDunnahoe@AquaAmerica.com

Aqua Texas has been serving communities throughout
Texas since 2003. Call us to learn how we can work
together to improve your water and wastewater systems.

Learn more at WaterByAqua.com
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For example, how about a weekend-long arts and crafts
show? There’s a very good chance that out-of-town guests
might come to visit such an event, so expenditure of hotel
tax money on that event would likely qualify.

THE
HOTEL TAX
“TWO-STEP"
By Bill Longley, TML General Counsel

In the grand scheme of things, city hotel occupancy taxes
account for just a small amount of city revenue. Property
taxes and sales taxes are far more important to most cities.
Why does it seem, then, that hotel taxes generate so much
confusion and controversy?
The answer is this: hotel taxes, unlike most other taxes, are
levied on a specific category of businesses – hotels. As
a result, these businesses tend to pay close attention to
how cities expend these funds. Spend city sales taxes in a
controversial way, and no particular category of business
feels singled out enough to raise a fuss. Perceived misuses
of hotel taxes, on the other hand, are a different story.
Fortunately, it’s very easy for a city official to remember how
to legally spend hotel taxes. A city simply needs to remind
itself to always follow the “two-part test.” The key element
of a two-part test is – surprise – that it has two parts!
Cities frequently remember to meet one element of the
test, but then entirely forget the other part. This article will
succinctly describe the two-part test, and then describe
some common situations to which we can apply the test.
Part One: Heads in Beds
The first element of the two-part test is this: every
expenditure of hotel taxes must generally put “heads in
beds.” State law requires local hotel tax expenditures to
“promote tourism and the convention and hotel industry.”
What this means is that every funded project must attract
overnight tourists to the city’s hotels and motels or have
some other direct economic impact at an area hotel, thus
promoting the city’s hotel industry.
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On the other hand, what about a quilting bee at a local
retirement home? While a worthy cause, the quilting bee is
unlikely to attract overnight tourists and, therefore, probably
wouldn’t qualify to receive hotel tax funds.
Part Two: The Nine Categories
Once a project has cleared the first part of the test, it’s
time for – you guessed it – the second part of the test.
Here it is: every expenditure of local hotel taxes must also
fit into one of nine statutorily authorized categories. These
are the nine categories: (1) convention and visitor centers;
(2) convention delegate registration; (3) advertising and
promotional programs to attract tourists and visitors to the
city; (4) promotion of the arts; (5) historical restoration and
preservation; (6) sporting events in a county under one
million in population; (7) enhancing or upgrading existing
sports facilities or sports fields (only in certain cities); (8)
tourist transportation systems; and (9) signage directing the
public to sights and attractions that are frequently visited by
hotel guests in the city.
Thus, even if an event puts heads in beds or otherwise
economically benefits area hotels, it cannot receive hotel
tax money unless it also fits into one of the nine categories.
For instance, what about a livestock auction that will attract
attendees from surrounding counties? While that event is
likely to attract overnight tourists, it doesn’t fit neatly into
one of the nine categories. Therefore, it’s likely not a valid
recipient of hotel tax money.
It’s not enough to meet one of the two prongs of the two-part
test. A city must meet both! The following are some real-life
examples that have been the focus of inquiries received by
the Texas Municipal League (TML) legal department.
Fireworks, Anyone?
The prototype hotel tax controversy is an event like a
fireworks show or a parade. Cities frequently ask if they can
fund a fireworks show with hotel tax money.
Let’s subject a fireworks show to the two-part test. Does a
fireworks show put heads in beds? The answer is “probably
not,” unless it is a truly spectacular event. But let’s give it
the benefit of the doubt. Suppose the Town of Pyrotechnic,
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Texas, truly does put on a fireworks extravaganza that
attracts tourists from around the state. So far, so good.
But what about the second part of the test – the nine
categories? Do fireworks shows fit neatly into any of
the nine? Not really. Some may argue that such shows
“advertise” the city, but this is likely not what that category
means. Advertising the city literally means some sort
of print or other media that explicitly promotes the city.
Otherwise, a city could simply say that any popular event
“advertises” the city that holds it. Direct funding of fireworks
displays and the like are usually not a very good fit.
Signs of the Times?
Another frequent question concerns highway signs
promoting the city. May a city fund a billboard touting the
city’s attractions, restaurants, and hotels? Let’s put it to the
two-part test. Heads in beds? Well, why not? If a billboard
encourages motorists to stop in town, those motorists might
stay the night, whereas without the sign they would have
driven on to the next city. This is exactly what the statute
intends. The nine categories? How about advertising?
Prior to 2009, a convincing argument could be made that
because a billboard literally advertises the city it refers to,
that it would fit within the advertising category. All doubt
was erased in 2009, when the Texas legislature added the
ninth category – signage directing the public to sights and
attractions. Wayfinding signs for tourist attractions are a
perfect fit for hotel occupancy tax expenditures.
Chambers of Commerce?
Cities frequently wonder if they can fund the local chamber
of commerce using hotel tax money. Do chambers put
heads in beds? Maybe, but maybe not. Chambers of
commerce are typically charged with promoting economic
development, not tourism. Even assuming a chamber does
promote tourism though, how about the nine categories?
Funding a chamber doesn’t, in itself, fall into any of the nine
categories.
Fortunately, there is an easy solution. The laws governing
hotel tax expenditures permit the city to delegate
expenditure of hotel tax money to another entity, typically
a chamber or convention and visitor bureau. As long as the
chamber spends the money on projects that otherwise
meet the two-part test mentioned above, it’s fine to
delegate some funds to them. There must be a written
contract laying out the duties of the chamber, though.
Also, the chamber must keep the hotel funds in an account
separate from its general operating fund.
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Arts Organizations
City arts organization proposals are a common source
of questions on hotel tax expenditures. Arts councils
throughout the state know that promotion of the arts
is one of the nine categories on which city hotel taxes
may be expended. Cities know this because these
arts groups frequently seek local hotel tax funding.
Cities should encourage arts groups to seek funding for
their festivals and shows that attract overnight tourists to
the city or otherwise have a financial impact on area hotels.
By limiting arts expenditures to such costs, a city can
ensure its expenditure meets both parts of the test.
Don’t Forget to Report
Legislation passed in 2017 requires cities to annually
report hotel occupancy tax information to the comptroller,
including information on how the funds are spent. Not
later than February 20 of each year, a city that imposes
a hotel occupancy tax must submit to the comptroller
information that includes the city’s hotel occupancy tax
rate, the amount of revenue generated by the tax, and the
amount and percentage of the revenue spent for each of
the following purposes:
•

Convention or information centers

•

Convention delegates registration

•

Advertising to attract tourists

•

Arts promotion and improvement

•

Historical restoration and preservation projects

•

Signage directing the public to sights and attractions

Cities must comply with the annual reporting requirements
by either submitting the report to the comptroller on a form
prescribed by the comptroller, or alternatively providing the
comptroller a direct link to, or a clear statement describing
the location of, the information required to be reported that
is posted on the city’s website. City reporting data can be
accessed at https://comptroller.texas.gov/transparency/
local/hotel-receipts.
What Else?
There are numerous other technical details about how to
legally expend hotel tax funds. In truth, by simply learning
and remembering the two-part test, city officials are 99
percent of the way toward full compliance with hotel tax
laws. City officials with questions about the hotel occupancy
tax should call the TML legal department at 512-231-7400. H
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THE FUTURE
OF RETAIL
By Aaron Farmer, President, The Retail Coach

Like many industries, the retail industry has not been
immune to the COVID-19 pandemic. In fact, retail might
have taken the hardest hit. Many brick and mortar retailers,
restaurants, and bars have been forced to close fully or
operate at reduced capacity over the last ten months. This
has necessitated a need to evolve to survive.
Store Openings and Closings
There have been a number of national retail store closings
and bankruptcy announcements that have rocked the retail
industry over the last ten months. I have heard many speak
on the fact that COVID-19 is the reason for all of these
closings, but the reality is, most of these businesses were
struggling to survive even pre-COVID-19. The pandemic
has simply accelerated these closings. But, don’t be fooled,
the next few years will also feature a number of new store
openings and new brands fighting for market share.
Recent Store Closing Announcements:
Stein Mart (closing all stores)
Macy’s (closing 45 stores)
GNC (closing up to 1,200 stores)
Bealls (closed all stores)
Men’s Wearhouse/Jos. A. Bank (closing up to 500 stores)
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Recent Store Opening Announcements:
Market by Macy’s (multiple new stores planned)
AtHome (multiple new stores planned)
Five Below (110-120 new stores planned)
Burlington (62 new stores planned)
Tractor Supply Company (75-80 new stores planned)
Ollie’s (55 new stores planned)
Ulta (30 new stores planned)
Emerging Retail Trends
We have seen a number of new retail trends emerge or
accelerate during the pandemic. From the acceleration of
curbside pickup to touch-free shopping, we expect most,
if not all of the trends, to stay with us well into the future.
Some of the emerging trends include:
•

Touch-free shopping (hands-free menus, contactless
checkouts, scan and go apps, etc.)

•

Curbside pickup

•

Expanded delivery options

•

Expanded drive-thru lanes

•

Expanded outdoor dining/patio seating
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Small Businesses
I am a big believer that in order to have a strong retail
community, you must have a mix of small, regional, and
national retailers. That being said, small businesses have
suffered the most during the pandemic. With limited staff
and budgets to evolve as quickly as larger national retailers
and restaurants, many small businesses have struggled to
stay afloat.
Those small business that have survived, and in many
cases thrived, are those that were willing to embrace the
emerging trends previously mentioned . Small businesses
must have a willingness to evolve with the rest of the retail
industry. At a minimum, small business should be focused
on developing a larger web and social media presence,
along with offering curbside and delivery options. If the
small businesses in your community have not embraced
these new trends, consider working closely with them to
help implement changes.
Retail Recruitment
As a city, you are competing with other cities throughout

Texas, as well as the nation, for retail opportunities. Due
to the pandemic, many site selectors are unable to travel
to prospective communities. These site selectors are
relying on cities to provide relevant information on your
community, including retail trade area population, current
demographics, and available sites. It has now become even
more important to continue outreach to retail prospects
and site selectors if you are serious about growing the retail
options in your community.
The Future of Retail
Although the retail industry took a hard hit in 2020, 2021
is off to a strong start. Starting with the 2020 holiday retail
sales seeing an increase of 8.3 percent over 2019, we expect
pent-up consumer demand will help drive strong demand
for retail in 2021 and beyond. With the continued distribution
of vaccines and an increase in herd immunity, many economists point to mid-year 2021 as the real turning point for retail.
We might have a few more rocky months, but the future of
retail, especially in Texas, is bright. H

Texas Political Subdivisions JSIF
Serving Texas Cities Since 1983

You owe it to your City to get another insurance quote…
What’s the worst that could happen?
You find out you’re getting a good price.
Coverages Include
Or you find out you really can get a better
Auto Physical Damage
price and better service!
Auto Liability
Crime
Crisis Management (Active Shooter)
General Liability
Cyber Liability
Law Enforcement
Property
Public Officials
Workers’ Compensation
Compare your current insurance coverage and pricing with us today!
972-361-6303 • keith.alberts@tpspool.org
www.tpspool.org
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CENSUS DELAY AND
THE CHANGE IN
ADMINISTRATIONS
WILL AFFECT
REDISTRICTING

By C. Robert Heath, David Méndez,
and Joshua Katz, Bickerstaff Heath Delgado Acosta L.L.P.

As the state and local governments prepare for another
once-a-decade redistricting, major questions surround
the release of the 2020 census. The redistricting process
cannot begin until the census results are released, and the
quality of that data will drive the accuracy and success of
the process. Although the census has been conducted
every decade since 1790, the 2020 census poses unique
questions. Because it was taken just as the nation entered
a pandemic, data collection became much more difficult,
which, in turn, produced both delays in release of the
final product and concerns about the data’s accuracy. In
a normal census cycle, the numbers would already be in
hand or we would know that their release was imminent.
Instead, in 2021 we are left with the questions of when
we can expect the data to be released and what type of
product will we have.
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Federal law sets two deadlines for release of decennial
census data. First, the statewide counts are to be released
no later than December 31, 2020. These are the numbers
that are used to apportion congressional seats among
the states. The Census Bureau (Bureau) did not meet
that deadline. That data is particularly important to Texas
as it is likely to show that the state will be entitled to
three additional congressional districts. The Bureau has
indicated that this data will not be released until the end of
April 2021, at the earliest.
The second deadline is for the release of what is known
as the P.L. 94-171 data, which is the block-level data that
is used to draw districts. Until this release occurs it is not
possible to begin the task of drawing districts. By law, this
information is to be released by April 1, 2021. In the past,
the Census Bureau has released the Texas redistricting
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data in mid-February or early March.
At the time of this writing, the Bureau
has indicated the P.L. 94-171 data will
not be released until the end of July
2021, at the earliest.
As with much in the nation and the
world, the census was affected by
the pandemic. The Bureau sends
questionnaires to all the households
in the country asking individuals to
respond electronically, by mail, or
by phone. In 2020, about two-thirds
of the households completed the
questionnaire in this fashion. Counting
the remaining one-third who did not
respond requires a massive, laborintensive, field operation. Workers
knock on doors to interview nonrespondents and otherwise seek to
count them. The problem for the 2020
census is that the time for door-to-door
follow up came when health concerns
limited the Bureau’s ability to engage in
the usual personal contact associated
with counting non-responders. Nonresponse follow up was suspended for
three months. As a result, the census
fell behind schedule. Because of this
delay, the Trump Administration asked
Congress to pass legislation extending
the deadlines for reporting the results
of the census by four months. The
House passed the legislation, but it
never came to the floor in the Senate.
On July 21, 2020, shortly after the followup field work had resumed, President
Trump issued a memorandum
order directing the Department
of Commerce, which oversees
the Bureau, to provide a count of
undocumented immigrants so that
the number could be deducted from

the census count before the numbers
were submitted to Congress for the
apportionment of congressional seats.
If so implemented, the order would
shift the allocation of congressional
seats among the states with Texas
likely receiving two rather than three
new seats. After the order was issued,
the administration abandoned its effort
to have Congress extend the census
release deadlines and pushed the
Bureau to meet the original December
31 release date so that the proposed
new method of allocating seats could
be implemented before any potential
change in administrations. The order
was controversial and was quickly
overturned by a three-judge district

court in the District of Columbia. The
Supreme Court, though, vacated the
lower court decision, finding the issue
was not yet ripe for decision. The
Court’s hesitance to take the case
was prescient, as the count was not
completed by the time President
Biden took office, and the Trump
memorandum order was rescinded on
the afternoon of the Inauguration.
As rescission of the order was months
in the future, the door-to-door field
work proceeded until the Department
of Commerce directed the Bureau to
complete that work two weeks earlier
than planned. It also cut roughly in half
the time the Bureau had allocated for
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processing the data in an effort to have the information
ready for release by December 31. As the Bureau was
preparing the data, it discovered data anomalies affecting
about seven-tenths of one percent of the total. It is not
clear at the time of this writing what the problems were,
but almost certainly the shortened time to complete the
field work and process the data added to the risk that there
would be data accuracy issues. In any event, the count was
not completed until after the change of administrations, and,
as a result of the new executive order, the apportionment
numbers will include all residents, as they have in the past.
Because of the difficulty in resolving anomalies, it is almost
certain the block-level data used to draw districts will not
be released by March 31 and could be delayed until as late
as July 31, the date the Bureau has now, once again, asked
Congress to adopt. Indeed, at the time this article was
written (in late January), the Census Bureau’s best estimate
was that the redistricting data would not be released before
the end of July. Obviously, that time frame may change,
but until that information—the P.L 94-171 data—is released,
cities cannot begin drawing districts. Similarly, the Texas
Legislature cannot begin its redistricting process, which
may mean that a special session will be required to draw
legislative and congressional districts. This, in turn, may
affect when counties can adopt new election precinct
lines. As some cities—particularly larger ones—use whole
election precincts as the building blocks for their singlemember districts, this could be another factor that affects
the timing of redistricting in cities.
The reduced time available for data collection and analysis
may also have an impact on the accuracy of the census
count. The accuracy of the census has improved over
the years. In 1950, for example, there was an estimated
undercount of 4.1 percent. The size of the undercount
diminished over the decades until in 2000 it was at an
estimated 0.1 percent. In 2010, there was a similarly sized
(0.1%) overcount. It is a good bet that the 2020 census
may not match the high level of accuracy of the last two
censuses, but it will be the best data available and will be
information cities can rely on as they draw districts.
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The change in presidential administrations has at least one
other impact on the Texas redistricting process. President
Trump issued an executive order directing the Census
Bureau to prepare block-level counts of citizen-voting-age
population (CVAP). By making this information available at
the census-block level (previously it had been published
only at the much larger block-group level), jurisdictions
that desire to redistrict using CVAP rather than total
population would be able to do so. This would exclude
children and non-citizens from the apportionment base
and would result in districts being balanced by roughly
equal number of persons potentially eligible to vote rather
than by the entire population of the district. President
Biden’s executive order that overturned President Trump’s
memorandum order excluding undocumented immigrants
from the congressional apportionment calculation also
reversed President Trump’s executive order mandating the
development of block-level CVAP data. As a result, cities
should expect to redistrict using total population as they
likely will not have a practical option to choose a CVAP
metric for drawing districts.
The bottom line is that redistricting will use the traditional
total population measure and may begin somewhat later in
2021 than it has in previous decades. The process may be
compressed and, depending on when the Census Bureau
is able to release the redistricting numbers, may make it
difficult, if not impossible, for cities with November 2021
municipal elections to complete the process in time for that
election. Notwithstanding the delay in the release of the
census data, cities will be conducting redistricting either in
2021 or 2022, depending on their election schedule.
Bob Heath, David Méndez, and Joshua Katz are attorneys at
Bickerstaff Heath Delgado Acosta LLP. BHDA is a Texas firm
founded in 1980 with a practice devoted to representing state
and local governmental entities, and has represented cities in
every aspect of redistricting and Voting Rights Act litigation
for nearly 40 years. H
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CAREER H BUILDER
would be better served by a vigorous focus on the options and
opportunities of the next three to six months rather than the hopes
of the next three to five years.
Appropriate to the gut punch that so many organizations have
endured in the past year, Mike Tyson’s famous quote speaks
viscerally to the inadequacy of all strategic plans, when he
observes: “Everybody has a plan until they get punched in the
mouth.”

THIS IS NOT THE
NEW NORMAL

Here Are Three Tactics for
Navigating the Raw Normal
By Matt Lehrman and John Little
Social Prosperity Partners
If this was the “new normal” you’d feel confident to
operate in the now, organize for the soon, and plan for the
future. You would draw inspiration from your organization’s vision
statement.
You would define purpose from its mission statement. And you’d
achieve consensus around organizational priorities via a clear
description of key objectives.
If this was the “new normal” you would feel confident plotting
the course from your organization’s current situation to where it
aspires to be in three to five years, or even longer.
There’s an old Yiddish adage, “Mann Tracht, Un Gott Lacht”
meaning “Man Plans, and God Laughs.” In the midst of disruption
and uncertainty, it surely rings true.

The Raw Normal
What do you plan for if you’re not in a position of stability, confidence,
and strategy? That’s what we call the raw normal–a time of uncertainty
–which should be approached with three essential objectives:
Understand - Charge your whole team with the responsibility to
pay attention to all that’s changing. Just like the FBI following an
incident, create a mechanism for your team to submit “tips” about
all that they’re observing. There’s incredible wealth in your ability
to gather, organize, and ultimately interpret the ramifications of all
that input.
Adjust - Like a surfer riding a wave, navigating the raw normal
is about rapidly making small adjustments. Sure, your strategic
plan might tell you it’s time to replace your surfboard, but that’s
an irrelevant option when you’re already out on the water. Focus
on making the adjustments that you can. Over time, many small,
smart, and even fearless adjustments can result in a magnitude
of change.
Collaborate - Under pressure it’s hard to rise above one’s own
situation and see a greater picture. Likewise, it’s way too easy to
commiserate with others about the challenges being faced. In
the raw normal, perhaps your greatest opportunity is to seek out
others who are problem solving in new and creative ways –and
join them in the effort. Learn from their successes. Avoid their
mistakes. Join forces where you can minimize risk. And raise a
toast to moments of optimism and accomplishment.

So, how will you recognize the start of the “new normal”?
It arrives at the precise point that you and your team feel stable in
your situation and confident enough to update your organization’s
strategic plan. And we hope that’s not any time soon.
Planning, not Plans
That’s not to say that you shouldn’t be deeply engaged in
planning. You absolutely should! The question is “What are you
planning for?” At this moment, it’s likely that your organization
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Matt Lehrman and John Little are co-founders of Social Prosperity
Partners, an Arizona-based a firm that works nationally in service
to municipalities, nonprofits, and companies providing services in
strategic planning, group facilitation, and community engagement.
Matt is a featured speaker at the TML Elected Officials’ Conference
on March 18 on the topic of From Conflict to Conversation. Learn
more at https://tmlelectedofficialsconference.org. H
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INSTAGRAM HIGHLIGHTS CELEBRATING CITIES
@cityofwilmer
#cityofwilmer #wilmertexas #wilmerstrong
Photo by: Rita Cook

SHOWCASE YOUR CITY
Do you want to see your city highlighted here?
It’s easy! You can get involved and share photos
a few different ways!
• Tag us on Instagram @TML_Texas
• Use the hashtags #MyTexasCity
and #CitiesProvide

#MyTexasCity
#CitiesProvide

@tml_texas

@baytownparksandrec
Where is your favorite place to go? #BaytownPARD
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Available for a Limited Time...

www.tmlconference.org

Explore this interactive gallery of
municipal services, products, and resources
designed specifically for the Texas city official.
Marketplace browsing is FREE and
open to all Texas cities.

Visit the Marketplace
Today!
42
TEXAS TOWN & CITY •

• MARCH 2021

