Beach User Fee (BUF)

As for the GLO documentation that supports the allocation, this is what I received in an email from our GLO representative when I first arrived at the Village to ensure full compliance. Per the GLO: 
No more than 10% of total annual Beach User Fee revenue collected may be used to pay administrative labor costs. This limitation exists to ensure that the majority of BUF revenue is directed toward direct beach services rather than overhead. It is measured annually, not monthly or quarterly. The GLO evaluates administrative labor expenditures as a cumulative total at the end of the calendar year. Monthly or quarterly figures that appear high in isolation are not a compliance concern as long as the full-year total remains within the 10% threshold. Finance does not need to limit allocations on a month-by-month basis — what matters is where the annual total lands.
THE VILLAGE'S CURRENT POSITION
Beach User Fee revenue for FY2025 was approximately $1,400,000. For FY2026, the Village has budgeted to collect $1,342,368.80.
The 10% administrative labor cap for FY2026 is therefore:
$1,342,368.80 × 10% = $134,236.88
This is the maximum the Village may spend on administrative labor charged to the Beach User Fee fund for the full fiscal year.
CURRENT ADMINISTRATIVE LABOR ALLOCATIONS — BEACH FUND
The following positions have a portion of their salary and related costs allocated to the Beach Fund, reflecting the percentage of their working time spent on Beach User Fee program administration, compliance, reporting, and support functions:
	Position
	Allocation %
	Basis for Allocation

	City Administrator
	25%
	Program oversight, GLO compliance coordination, inter-agency liaison

	City Secretary
	33%
	BUF records management, agenda items, public records, reporting

	Building Official
	25%
	Beach access permitting, code compliance, facility oversight

	Finance Director
	25%
	Fund accounting, GLO reporting, budget management, audit support

	Accounting Clerk
	25%
	Transaction processing, reconciliation, vendor payments, records

	Human Resources
	17%
	Personnel records for BUF-funded positions, benefits administration


Based on current salary levels and these allocation percentages, the Finance Department projects total administrative labor charged to the Beach Fund for FY2026 to be approximately $81,000.
COMPLIANCE MARGIN
	
	Amount

	10% Cap (maximum allowable)
	$134,236.88

	Projected administrative labor (FY2026)
	~$81,000.00

	Remaining headroom
	~$53,237

	Projected utilization of cap
	~60%


The Village is currently projected to use approximately 60% of the allowable administrative labor cap, leaving a comfortable compliance margin of more than $53,000. There is no compliance risk at current allocation levels.
HOW ALLOCATIONS ARE DETERMINED
Each position's allocation percentage is based on the actual duties performed in direct support of the Beach User Fee program. The GLO requires that administrative costs be:
· Directly related to providing support for beach-related services, such as accounting, record keeping, personnel services, insurance, and office costs
· Reasonable in proportion to the actual work performed
· Consistently applied across reporting periods
· Documentable in the event of a GLO audit or review
The Village's allocation methodology was reviewed by the Village's TML representative, who confirmed that the approach is compliant with applicable regulations. GLO has also reviewed and accepted the Village's BUF reporting on a quarterly basis.
DISTINCTION BETWEEN ADMINISTRATIVE AND DIRECT SERVICE COSTS
It is worth noting that the 10% cap applies only to administrative costs — not to all personnel costs charged to the Beach Fund. Staff who are directly engaged in providing and maintaining beach-related services (such as beach cleanup crews, booth attendants, entrance access personnel, and beach supervisors) are classified as direct service costs and are not subject to the 10% limitation. The administrative cap applies solely to the overhead and support functions listed above.
The Village of Surfside Beach is operating well within the GLO's administrative labor cap for the Beach User Fee program. At projected current spending levels, the Village will utilize approximately 60% of the allowable threshold, providing a buffer of more than $53,000. The allocation methodology is reasonable, documented, consistently applied, and has been confirmed compliant by both TML and the GLO's quarterly review process.

HOT TAX ALLOCATIONS
Unlike the Beach User Fee program, which is administered by the GLO and carries a specific 10% administrative labor cap, the HOT fund operates under a separate and distinct legal framework that does not impose a fixed percentage ceiling on administrative costs. Instead, it requires that administrative expenditures be reasonable, directly connected to HOT-eligible functions, and consistently documented.
THE LEGAL FRAMEWORK — TEXAS TAX CODE CHAPTER 351
Under Chapter 351, a municipality may use local HOT revenue for expenditures that directly enhance and promote tourism and the hotel and convention industry, including:
· Advertising and promoting tourism
· Funding the arts
· Historical preservation
· Sports and convention facilities
· Tourist transportation systems
· Beach-related activities for eligible coastal municipalities
Administrative staff costs that directly support these eligible activities are an allowable HOT expenditure. This has been confirmed by both the Texas Attorney General and TML, which have recognized that reasonable administrative overhead is permissible provided three conditions are met:
1. The work performed by the employee is actually connected to HOT-eligible functions — not simply general city administration
2. The allocation percentage reflects actual time spent on HOT-related duties, not an arbitrary figure
3. The allocations are consistently applied and documented across all reporting periods


NO FIXED PERCENTAGE CAP
This is the single most important distinction between the BUF and HOT programs:
	Program
	Governing Authority
	Administrative Cap

	Beach User Fee (BUF)
	GLO — 31 TAC §15.8
	10% of annual BUF revenue — hard cap

	Hotel Occupancy Tax (HOT)
	Texas Tax Code Chapter 351
	No fixed cap — reasonableness standard


The absence of a fixed cap does not mean unlimited administrative spending is permissible. It means the standard applied is one of reasonableness and direct connection to HOT-eligible work — a standard that is evaluated holistically by auditors rather than by a single percentage threshold.
THE VILLAGE'S CURRENT POSITION
The HOT fund annual budget for FY2026 includes $278,463.73 in administrative labor across the positions allocated to this fund. This figure reflects the corrected and reconciled allocation — not the figure that appeared in the original proposed budget document, which was built on unreconciled data and included a combined administrative labor estimate of over $400,000 that had not yet been properly split across funds.
That distinction is important: the $400,000+ figure visible in the original FY25/26 proposed budget represented a combined, unsplit administrative cost pool across all funds before proper fund allocation had been completed. The actual HOT Fund administrative labor allocation — after reconciliation and proper fund separation — is $278,463.73.
CURRENT ADMINISTRATIVE LABOR ALLOCATIONS — HOT FUND
The following positions have a portion of their salary and related costs allocated to the HOT Fund, reflecting the percentage of their working time spent on HOT program administration, tourism coordination, compliance, reporting, and support functions:
	Position
	Allocation %
	Basis for Allocation

	City Administrator
	25%
	HOT program oversight, tourism contract management, event coordination, inter-agency liaison

	City Secretary
	33%
	HOT agenda items, public records for tourism board, meeting coordination, compliance documentation

	Building Official
	25%
	HOT-funded facility oversight, construction compliance for tourism infrastructure

	Finance Director
	25%
	HOT fund accounting, TexPool reserve management, HB1915 compliance, budget and audit support

	Accounting Clerk
	25%
	HOT transaction processing, vendor payments, monthly reconciliation, records management

	Human Resources
	17%
	Personnel administration for HOT-funded positions, benefits processing



REASONABLENESS ANALYSIS
Because there is no fixed percentage cap, the appropriate test for HOT administrative labor is whether the allocations are reasonable and directly tied to HOT-eligible work. The following factors support the Village's current allocations:
Volume of HOT activity. The Village manages an active and growing HOT program that includes TexPool reserve accounts totaling over $4.3 million, a newly established HB1915 restricted reserve of $2,463,351, ongoing crabbing pier construction, Stahlman Park operations and improvements, tourism advertising contracts, special events coordination, and the Surfside Sunset Sound Festival — all of which require active staff involvement across multiple departments.
HB1915 compliance demands. The segregation and ongoing management of HB1915 restricted funds under Texas Tax Code §156.2512 creates a specific and substantial administrative workload for Finance, the City Secretary, and City Administration that is directly tied to the HOT program.
Tourism contract and vendor management. Active HOT vendors including advertising agencies, tourism promoters, construction contractors, and event organizers require ongoing procurement, payment processing, and compliance oversight that consumes meaningful staff time.
TexPool reserve management. The HOT Local Reserve and HB1915 Restricted Reserve require regular monitoring, reporting, and transaction management — functions performed directly by Finance staff.
TML REVIEW AND CONFIRMATION
The Village's administrative labor allocation methodology for the HOT fund was specifically reviewed by the Village's TML representative during a comprehensive audit engagement. The TML representative confirmed full compliance with Chapter 351 requirements and noted that the Village's approach of allocating administrative costs proportionally by function — rather than lumping all overhead into the General Fund — is a sound practice that preserves more General Fund flexibility. This approach was commended, not flagged.

COMPARISON TO BUF PROGRAM
For ease of reference, here is a side-by-side summary of both programs:
	
	Beach User Fee (BUF)
	Hotel Occupancy Tax (HOT)

	Governing law
	GLO — 31 TAC §15.8
	Texas Tax Code Chapter 351

	Administrative labor cap
	10% of annual BUF revenue
	No fixed cap — reasonableness standard

	FY2026 revenue / budget
	$1,342,368.80
	Varies — HOT collections + interest

	Admin labor allocated
	~$81,000 projected
	$278,463.73 budgeted

	Cap / threshold
	$134,236.88 (10%)
	N/A — reasonableness test

	Compliance status
	~60% of cap used
	Confirmed compliant by TML


DOCUMENTATION IN PLACE
The following documentation supports the Village's HOT administrative labor allocations and is available for review:
· Written allocation methodology by position
· Position descriptions identifying HOT-related duties for each allocated role
· Month-to-month budget analysis for the HOT Fund reflecting actual allocations
· TML audit confirmation of compliance
· QuickBooks general ledger entries reflecting consistent monthly allocations
· TexPool account histories demonstrating the volume of HOT reserve activity managed by staff
SUMMARY
The Village of Surfside Beach's administrative labor allocations to the HOT Fund are compliant with Texas Tax Code Chapter 351, consistent with TML guidance, and supported by clear documentation. The allocations reflect actual duties performed by each position in direct support of the Village's active tourism and HOT program. There is no fixed percentage cap applicable to HOT administrative labor — the applicable standard is reasonableness and direct connection to HOT-eligible functions, both of which are satisfied by the Village's current methodology.
The corrected FY2026 administrative labor allocation of $278,463.73 represents the properly reconciled figure and should be used as the reference point for any compliance analysis — not the combined unsplit figure that appeared in the original proposed budget document.
SYSTEM FUND ALLOCATIONS
The System Fund is a proprietary / enterprise fund, meaning it operates like a business and is expected to be self-sustaining through user fees — specifically water, sewer, and garbage charges paid by residents and businesses. This is fundamentally different from the Beach and HOT funds, which are driven by visitor-generated revenues.
The governing principles for enterprise fund expenditures come from:
· GASB Statement No. 34 — which requires enterprise funds to report on a full accrual basis and account for all costs of providing services, including a reasonable allocation of overhead
· Texas Water Code and TCEQ regulations — which govern how water and sewer utility revenues may be spent
· Rate-setting fairness principles — because utility rates are set based on the cost of service, and ratepayers have a reasonable expectation that their fees are being used for utility-related purposes
ADMINISTRATIVE LABOR ALLOCATION ANALYSIS Village of Surfside Beach | Finance Department | May 2026
POSITION-BY-POSITION NEXUS ASSESSMENT
	Position
	Allocation %
	System Fund Nexus
	Defensibility

	Finance Director
	25%
	Utility fund accounting, TWDB debt service management, TexPool System Fund reserve oversight, rate analysis support, monthly GL reconciliation, audit support
	Strong

	Accounting Clerk
	25%
	Utility billing reconciliation, vendor payment processing, System Fund GL entries, unpaid bills tracking, monthly financial reporting
	Strong

	Human Resources
	17%
	Personnel administration for water, sewer, and garbage staff, benefits processing, payroll records for System Fund employees
	Strong

	City Administrator
	25%
	General oversight of utility operations, vendor contract management, capital project coordination, TWDB compliance liaison
	Moderate — supportable at current rate with documentation

	Building Official
	25%
	Utility connection permitting, infrastructure compliance, construction oversight for water and sewer-related projects
	Moderate — supportable but best documented with specific project references



1. Every position has a genuine operational connection to utility functions. Finance, HR, and the Accounting Clerk all have direct and routine involvement in System Fund operations. The City Administrator and Building Official have oversight and permitting roles that, while broader, clearly touch utility administration in a documentable way. There are no positions remaining in the System Fund allocation that would be difficult to explain to an auditor or ratepayer.
2. The allocation is internally consistent with job duties. Each remaining position either directly processes System Fund transactions, supervises System Fund employees, or oversees infrastructure and operations that the System Fund funds. That consistency is exactly what TML and GASB auditors look for when evaluating the reasonableness of an indirect cost allocation.
SUMMARY
The five positions — Finance Director, Accounting Clerk, Human Resources, City Administrator, and Building Official — all have a documentable and reasonable connection to System Fund operations. The overall allocation structure across all three funds is well-designed, avoids over-allocation, and is consistent in its methodology. The primary next step remains developing a formal written indirect cost allocation plan that documents the nexus for each position in each fund, which will serve as the foundation for any audit or compliance review.
COMPARISON ACROSS ALL THREE FUNDS
	Position
	Beach Fund %
	HOT Fund %
	System Fund %
	Total Allocated

	City Administrator
	25%
	25%
	25%
	75%

	City Secretary
	33%
	33%
	—
	66%

	Building Official
	25%
	25%
	25%
	75%

	Finance Director
	25%
	25%
	25%
	75%

	Accounting Clerk
	25%
	25%
	25%
	75%

	Human Resources
	17%
	17%
	17%
	51%


OBSERVATION ON TOTAL ALLOCATIONS
Looking at the combined allocation percentages across all three funds, it is worth noting that several positions are allocated at 75% of their total time across the three funds combined — leaving 25% attributed to the General Fund. For the City Secretary, the combined allocation is 66%, leaving 34% in the General Fund.
This is actually a well-structured and reasonable distribution for a municipality of Surfside Beach's size and complexity, for the following reasons:
· It avoids over-allocation — no position exceeds 100% across all funds, which would be a red flag
· It leaves a meaningful General Fund residual for each position, reflecting the reality that all of these roles also support general city operations
· The percentages are consistent across funds for most positions, which signals a principled methodology rather than arbitrary or fund-driven number selection
· The HR position's lower 17% per fund reflects appropriate restraint — HR's utility-specific work is real but proportionally smaller than Finance or administrative roles
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Name Position General | Systems | Beach | Hotel Work

Wiliam City Administrator 25% | 25% | 25% | 25% | Equallyaccountable foreacharea of the City Government DoWork
T8D City Secretary [ 33% | 0% | 83% | 83% | Equallyaccountablefor General, Beach and Hotel
Amber Customer Service Rep 0% 0% 0% | 100% | Soley accountable for Tourism and STR Management
David Tourism Specialist 0% 0% 0% | 100% | Soley accountable for Tourism and STR DoWork
Erick Public Works Director 0% 100% | 0% 0% | Soley accountable for Ullties DoWork
Ray Ulities Supervisor 0% 100% | 0% 0% | Soley accountable for Uilties Do Work
Desiree Utiities Clerk 0% | 100% | 0% 0% | Soley accountable for Utlities | Admin_|
Labor Pool | Utilities Labor Pool 0% 100% | 0% 0% | Soley accountable for Uilties DoWork
Labor Pool _| Water Meter Readers 0% 100% | 0% 0% | Soley accountable for Ullties DoWork
Tyler Mechanic 25% | 25% | 25% | 25% | Equallyaccountable foreacharea of the City Government DoWork
Josh Buildings Official 25% | 25% | 25% | 25% | Equallyaccountable foreacharea of the City Government DoWork
8D Code Enforcement 25% | 25% | 25% | 25% | Equallyaccountable foreacharea of the City Government DoWork
Christie Finance Director Equally accountable for each area of the City Government
Mindy Accounting Clerk Equally accountable for each area of the City Government
Toby Beach & Parks Director 50% 0% 50% 0% | Equally accountable for Generaland Beach DoWork
Malici Beach Lead 0% 0% 100% | 0% | Solelyaccountable for Beach DoWork
Marcus Parks Lead 100% 0% 0% 0% | Solely accountable for Parks & Roads, DoWork
Labor Pool _| Beach & Parks Labor 50% 0% 50% 0% | Equally accountable for Generaland Beach DoWork
Labor Pool | Beach Booth Labor 0% 0% 100% | 0% | Solelyaccountable for Beach DoWork
Labor Pool _| Beach Garbage Labor 0% 0% 100% | 0% | Solelyaccountable for Beach DoWork
Janet HR/Courts/Emergency 50% 17% | 17% | 17% | HR-splitequally, Courts- General, Emergency - splitequally Do Work
TeD Courts Clerk [ 100% | o% 0% 0% | Solely accountable for Courts | Admin_|
Philip Police Chief 50% 0% 0% 50% | Equally accountable for General and Beach (HOT) DoWork
Kelly Police Captain 50% 0% 0% 50% _| Equally accountable for General and Beach (HOT) DoWork
Police Force | Police Force 50% 0% 0% 50% | Equally accountable for General and Beach (HOT) DoWork
Reserve PD | Reserve PD 0% 0% 0% | 100% | Soley accountable for Beach (HOT) DoWork
Frank EMS Director 50% 0% 0% 50% _| Equally accountable for General and Beach (HOT) DoWork
EMSStfi | EMSStff 50% 0% 0% 50% | Equally accountable for General and Beach (HOT) DoWork





