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in answering guestions posed by Fltch Ratings service, who i reviewing the &
*gailzed ma?ihere may be & loophele in Frop 2in regertls to the tax levy for dabt servica.

Srap 2 defines combined rovelluas as the generail fund, spetial revenue ¥ v
rar S5, There are other fund types, and ane of these is the debt service 4nd. That fund is not
‘¢ uded In the definition, (Neither are the capital project funds, fiduciah funds, & internal

The Clty of hcusicn doposits all tax revenues fiest into the gene! fund, then tranaters the
amount of the mx evied for dehbt service to the debt service fupd. Thet way, any short-tesm
rigk 01 non-coliecor |5 born by the general fund rather than fhe debt service fund. When
resoarchod this years ago [ learned that this was not iegally required, and that many cltles do
1t the othar way. They s2iit the tax 22 the tUme of collection and deposit the iax levied for debt
servies dirogtly Iinto the dest sarvier fund. {if dogan't make any difference over the iong termi-
the fruth in taxation law keeps CHies from gimmicking/this either way.) Uniess something has
shanged in the past few years, trere would be nothing to prevent the City from changing 0
thie other method.

it the City of Houston were to change its method oif positing tha tax as & Is collected, the tax
rovenua for deb! servioe wouldn't be a revewe of general fund or the special or anterpriss
funds, and thus & waonld not be subject to the oz,

rates, .
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This potentiai iocphtie doees not exist in Prop 1 m@ refers to the combinet] property tax




