LAMESA >

TRADE CORRIDOR CROSSING

City of Lamesa
Office of the City Manager

601 South First Street@ 806/872-2124
Lamesa, Texas 79331

October, 2009

To the Honorable Mayor and Members of the City Couieil:

In accordance with the Civil Statutes of the StHt&@exas and the Charter of the City of
Lamesa, the proposed budget and program of serarethe fiscal year beginning
October 1, 2009 is submitted for your review andsideration. The budget is intended
to present, in financial terms, the overall plangooviding municipal services during the
forthcoming year. Moreover, the budget provideshasis for a higher level and quality
of services of the City’s infrastructure to ensyseogress and development. This budget
provides funding for mostly similar levels of sewioffered by the City as last year.

Summary

The FY 2009-2010 budget is prepared for a balabeseé budget with limited resources
and it has been a challenging experience. Tomoatio meet its challenges in the future,
the City must seek to strengthen its General Faweénue base, at present consisting
mainly of property tax, sales tax and franchise peeceeds. The Enterprise Funds
Water/Wastewater and Solid Waste’s Working Capitdd to augment as well as cut the
expenditures-without capitulating the essentialvises. In the coming years, fiscal
discipline is essential and an improved econommtidaape is crucial to our financial
position, as well as to diversify our revenue amdliase.

With the current economic downturn, Sales tax psewill be sluggish compared to last
year. Our local economy is still unpredictable aitgl population growth is inert. On a
positive note, slight economic development has awpd within the community. We

must encourage fiscal discipline within the orgation.



Budget Overview

In the tradition of past years, the budget reflabiat fund balances must be utilized in
order to balance the budget. This year Generatl FWater/WasteWater , and Solid
Waste revenue funds ostensibly will exceed exparebt- expenses are usually held
below budget. However, this fiscal year will ind&u rate increases in the Water
Enterprise Fund which reflect increases from CRMW®d the City of Lubbock on
volume gallons and treatment cost. The Solid WBated includes rate fee increases and
usually the expenditures are held lower than whdiudgeted. Included in the budget
are some capital equipment expenditures. The nepatyof the U.S.D.A. forty year loan
on the new WasteWater treatment is a long-term redipgre which sustainable revenue
will be needed in the future.

The projected ending fund balance for the GenewaddFfor September 30, 2010 is
$83,532 an increase from the projected fund balanc®&léf858for the end of the current
fiscal year. One of our fiscal goals has beenefich fund to be totally self-sustaining.
The budget for the General Fund does not accomhiethgoal, as it is still dependent on
the water/wastewater and the solid waste fundseiartbursements for services rendered.
There will be no need for a property tax rate inseeand recommend tax rate stay the
same as last fiscal year 0.72430.

Similarly, the total working capital available (eserved ending fund balance) in the
Water and Wastewater Fund will 1$20,965compared to an estimated projection of
($489,364)or the end of the current fiscal year.

The working capital (unreserved ending fund balamecehe Solid Waste Management
Fund will be$479,119compared to an estimated projection$d63,800for the end of
the current fiscal year.

The Municipal Golf Course estimated revenues w#l $125,217 and expenditures
estimated at $170,327. We need to transfer fut$dd,110” from the General Fund to
create at least a zero fund balance. The Municgudf Course is unable to generate
enough revenue to sustain its operations-Generad kull need to continue subsidizing
its operations.

Key Changes in the 2009-2010 Budget

v" Revenues —Budgeted revenues for all funds are expecteddeases204,473over
the budgeted revenues for Fiscal Year 2008-2009.

v' Expenditures - Budgeted expenditures for all fundse expected to decrease
($627,572)ver the budgeted expenditures for Fiscal YeaB8Z0mD9.

v' Capital Expenditures - Scheduled replacements is less than last yeamwetrdsr, this
year includes one police vehicle, and a CAT backhm&end loader for the water
department.



v" Personnel —6.5 personnel positions are deleted for this gelrdget. Personnel for
2007-08 (84.5) 2008-09 (81.5) and proposed forybas is 76 employees.

v

v" Overview of the General Fund

The General Fund is the primary source of fundiog ity services.
General Fund revenues are derived from real eatatgersonal property
' » 5 taxes, fines, and fees for service. The propose®®09-2010 General
~ Fund revenue budget is $3,381,409 a decrease logdf¥t 2008-2009
RS budget of $3,457,937.

Except for this fiscal year, the General Fund histdly has had a deficiency of revenues
over expenditures. We have been able to manageadéficiency in most past years by
foregoing expenditures during the year and expemgnslightly higher than expected
revenues. We will continue to find ways to redusgenditures in lieu of additional

revenue sources.

Again, the Ad Valorem tax rate will stay at $0.3R4per $100 and the total appraised
value will increase for 2009-10. The City's finatcposition will be lucid after
completion of the 2008- 2009 fiscal year and witd benefit of a few months experience
on sales tax receipts and other costs.

The Street Department is utilizing the crack sgpinachine. As a precursor, this will
provide an efficient street preventive maintenaoperations for the city’s seal coating
program. No street seal coat project is budgetethfs year.

Overview of the Water and Wastewater Enterprise Fud

The Water and Wastewater Enterprise Fund wates $ate2008-09 increased slightly
due to a dry summer season. Last year our totgegied working capital at the end of
~— the year was$®217,360) This year we project that the total working cabit
1\% at the end of the year will {8489,364) There is a projected balance of
Q‘N $20,965at the end of the next fiscal year. A 5% watde iacrease on

§ minimum charges for residential, commercial andistdal is incorporated.

Consequently, increase expenditures with the CRMW®&Alume

gallons/bond debts, and increase in the Lubboclemtaéatment cost for our CRMWA
volume gallons will deplete some of the working italp It is estimated this years
revenue will exceed expenditures. The operati@hmaaintenance of the new wastewater
treatment plant will create additional expendituisesthe upcoming fiscal year.

Overview of the Solid Waste Management Enterprise tind



Overall, the Solid Waste Management Fund estimatedking capital fo
end of September 2009 is $453,800 and estimatatttease to $479,1
October 2010. The Type IV cell life span has besgluce to 6 years inste
of 8 years, due to enormous influx of roofing migtlecreated by the Seve| emmmm—mitais
hail storm this year.

Personnel

As you are aware, significant reductions in stagfflavels have occurred during the last
twenty six years. The reduction of over thirty tpositions without a significant impact
on services has been made possible over the yaanggh the use of better equipment,
better organization, and more qualified and bdtened employees. In the last few
years employees have been asked, and responddd, wit
increased productivity and have received littleasv There

will be no across the board raises for employeées libhdget
year. Nevertheless, the city plan allows for eme&ynerit
raises during the budget year but will be kept toimum.

Capital Replacements

Only items costing more than one thousand dollegsnaw considered as capital items.
Most computers are no longer being counted asalapms. This budget provides for
capital replacements only where deemed absolutesdgssary to continue current levels
of service. The Water Department will continue watprogram of water line replacement
on as needed basis..

Prospects for Future Progress

Again, Preston Smith Unit-prison has continuetiéa financial
asset for the city. We feel that it has made aitipes
contribution to our sales tax and enterprise fueglenues.
Hopefully, the Lamesa Economic Development Corpomnaivill
be able to attract new sources of economic actaitgt add to
our growth. The addition of new industry and jatail have a positive impact on our
revenues. LEDC was the primary force in obtainihg hew prison expansion and
pledged $100,000 a year for five years for citylitytiservice to the new unit. I'm
optimistic the Ports to Plains , and the La Entradldacifico corridors with the new
proposed TxDoT Southern Crossing connection route have a major prospective
economic impact in our community. We must contitmiesupport these endeavors and
aggressively pursue new industries for local ecdo@rowth.

Emerging Issues

The economic downturn nationwide has had some advienpact on local economic
especially on our Sales Tax revenue. New tedge$ are impacting the workplace
and even the taxes we collect. Furthermore, thezesaveral major issues that will
emerge and will have to deal with in the near faitur



TCEQ unfunded mandates

CRMWA water cost and bond issuance

Waste Water Treatment Plant and Arsenic stasdard
Additional Water Wells and Water Rights acquosit

a hPwbNPE

GASB Statement 34 and its impact on local govent financial reporting

6. Health Insurance Cost
7. Maintaining core city services for our citizeatsa practical tax rate

Many challenges face our organization in the arfekedleral and State environmental
mandates. We will continue to expend resources ¢etnthese demands. The major
challenges in the next few years are the constmucif the Ports to Plains and La Entrada
Al Pacifico corridors as well as the Southern Crassinection route, and capital

improvement projects.

Summary and Conclusion

We are continuing a process of evaluation of avairfcial strategy for the coming years.
Fund balances must be maintained in the enterfursds and decreasing expenditures in
the General Fund and the other two Enterprise FuWis will continue to look at
different revenue sources or levels or make adjestaito the services provided.

City staff will continue to monitor the financiaitation in a timely manner and will be
prepared to bring recommendations to the Counalngttime during the year if serious
declines in revenues or unexpected expenses &sefr.

| would like to express my appreciation to the Magod Council. What the staff works
on and presents would be meaningless if the Cowasl not interested in striving for a
professional, well run organization. | apprecidte opportunity to work for you, and will
always attempt to be attentive to the desires@fQbuncil.

It is hoped that this budget reflects the thinkargl policies of the City Council and is
representative of the desires of the Citizens ohésa. | especially hope you will let me
know if you have any questions about this budgeheroverall budget process.

Respectfully submitted,

S ved Ve oa

Fred Vera
City Manager



