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Expenditures - Capital Qutlays: Total capital expenditures in the General Fund for the
2011-2012 fiscal year are $604,000.00. Other than normal recurring expenditures for major
supplies in the various departments, such as limestone, emulsion, office and computer
equipment, communications equipment, firefighting and hazardous materials equipment,
library books and grounds maintenance equipment, we have included $25,000.00 for a
pickup truck for the Code Enforcement/Community Development personnel, $38,111.00 for
one police vehicle, $82,000.00 for seal coat work, $30,000.00 for a downtown parking lot in
the Main Street district, $70,000.00 for replaster work at the swimming pool, $25,000.00 for
a pickup truck for the Garage personnel, and $20,000.00 for renovations to Anniversary Park
on the north side of Church Street. An itemized listing of the proposed capital expenditures
for the 2011-2012 fiscal year is included in the budget document. .

Expenditures - Debt Service: Expenditures from the General Fund for debt service for
2011-2012 for General Obligation Refunding Bonds, Series 2007 will be $423,894.00, for
Certificates of Obligation, Series 2002B will be $465,737.50 and for Certificates of Obligation,
Series 2007 will be $73,000.00, for a total of $962,631.50, an increase of $9,208.25 from
fiscal year 2010-2011.

UTILITY FUND

The Utility Fund is the primary operating account for all enterprise operations of the City.
These operations consist of the Electric Department, the Water Department and the Sewer
Department. Fees charged for these services are used to fund the operations of the various
utility departments, meet debt service requirements, and contribute annually budgeted
amounts to the various reserve and improvement funds as well as the General Fund.

Revenues: Anticipated cash receipts for fiscal year 2011 - 2012 are estimated to be
$14,348,500.00, a decrease of $1,562,420.00 from fiscal year 2010-2011 due, in part, to
Hurricane Ike disaster recovery grant funds in amount of $1,258,420.00 received in 2010 -
2011 which will not recur. We have included a 5 mill (2 cent per kWh) increase in electric
service fees for all customer classes to offset a possible increase in wholesale power costs
from the City’s supplier. If there is no increase in the City’s wholesale power cost, there will
be no increase in electric service fees for our customers.

Expenditures - Operating Account: Total operating expenditures for the Utility Fund for
fiscal year 2011-2012 are projected to be $12,557,285.08, an increase of $245,658.34, or 2%
from the 2010-2011 operating expenditures of $12,311,626.74. This increase is due to a
2.7% cost-of-living adjustment for all salary classifications and merit increases for various
personnel, increased costs of wholesale power from our electrical supplier, a projected 5%
increase in gas and diesel costs, a 13% increase in employee health insurance costs, and a
4% increase in retirement costs.
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The hiring freeze which was imposed in early2010 will continue and no new positions have
been included in the 2011-2012 fiscal year budget.

Expenditures - Capital Outlays: Total capital expenditures in the Utility Fund for fiscal
year 2011-2012 are projected to be $1,300,000.00, a decrease of $665,000.00 from the
previous year due to the disaster recovery projects which were performed with federal funds
in fiscal year 2010 - 2011. Other than normal recurring expenditures for major supplies in the
various departments, such as electric wire, poles, transformers, metering equipment, night
and street lights, water and sewer pipe and fire hydrants, we have included $75,000.00 for
contract tree-trimming services in the electric department, $175,000.00 for a bucket truck
for the electric department, $70,000.00 for electric line reconductoring work, $19,500.00 for
a pickup truck for the meter reading department, $150,000.00 for a lift station upgrade on
US 59 south, $35,000.00 for a camera system for sanitary sewer line maintenance,
$33,000.00 for a new blower for the wastewater treatment plant, as well as funds for various
water and sewer system upgrades. An itemized listing of the proposed capital expenditures
for the 2011-2012 fiscal year is included in the budget document.

Expenditures - Debt Service: Expenditures from the Utility Fund for debt service for
2011-2012 for General Obligation Refunding Bonds, Series 2007 are in amount of $31,906.00,
and Certificates of Obligation, Series 2007 are in amount of $73,000.00, for a total of
$104,906.00, an increase of $1,119.25 from fiscal year 2010-2011.

CONCLUSION

As always, our main responsibility is to manage public funds wisely while planning for long-
term growth in our community. Continuing uncertain economic trends in our local economy
have impacted the preparation of the 2011-2012 fiscal year budget causing us to be
conservative in forecasting revenues as well as expenditures. Over the past 12 months,
various local economic indicators including sales tax collections, hotel occupancy tax
collections, building permits for new construction, and new utility connections have
increased, however, we are uncertain if this trend will continue.  Currently, sales tax
revenue accounts for 16.5% of the city’s total annual operating revenue, while utility fees
for sanitation, electric, water and sewer services account for 78% of the city’s total annual
operating revenue. Continuing growth in these two major revenue sources, which account
for 94.5% of the city’s total annual operating revenue, and additional funds from other
sources, have allowed our city to continue to operate without an ad valorem property tax
since 1988 and we do not anticipate levying an ad valorem property tax for the upcoming
year.
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The Polk County Economic and Industrial Development Corporation (PCIDC) has contracted
for a retail analysis study and marketing plan which we feel will be extremely helpful in
providing information that retailers are requesting when considering locating new businesses
in our area. We are hopeful that new commercial construction will begin to increase in early
2012 as the economy continues to rebound. Additionally, the construction of the Polk County
Community College and Commerce Center, which will be located adjacent to Pedigo Park on
the US 59 north bypass, will begin in the fall of 2011 with an expected opening date of
January, 2013. This college and commerce center will have a major economic impact on our
community. The completion of the new Polk County Judicial Center on Mill Street in
downtown Livingston, the expansion of the Polk County Law Enforcement Center on North
Washington Avenue (Business 59 North), the new LISD High School on FM 350 South and
Sam Houston Electric Cooperative’s administrative offices on US 190 East will have a positive
impact on utility revenues in the upcoming fiscal year.

Over the past two years, the City has completed several major infrastructure improvement
projects to meet the growth in our community:

Upgrade of approximately 19,000 of existing 12" water transmission line to a new 20"
water transmission line on FM 350 South

Upgrade of the city’s three water pumping stations - West Street, Poleyard and
Cemetery Hill - by installing new larger pumps and controls for improved water
delivery and increased water pressure

Installation of a supervisory control and data acquisition (SCADA) system which
enables the monitoring and control of pump operations and storage levels within the
water distribution system for improved operating efficiency

Replacement of more than 5 miles of deteriorating and aging water lines in the
northeast and southeast sections of the city

Application of two course surface treatment (seal coating) of more than 4 miles of
unpaved streets in the northwest section of the city

Right-of-way clearing of brush and trees along more than 17 miles of electric
distribution lines for increased electric system reliability

Rehabilitation and upgrades of 4 sanitary sewer lift stations

































































































































