mEM___ 9. D.

MOORPARK CITY COUNCIL
AGENDA REPORT

TO: Honorable City Council

FROM: Johnny Ea, Finance Director %

DATE: March 5, 2008 (City Council meeting of March 19, 2008)

SUBJECT: Consider Resolution Authorizing Mid-Year Amendments to
2007/2008 Fiscal Year Budget

BACKGROUND

The City Council adopted a budget for fiscal year 2007/2008 on June 20, 2007 and
periodically has amended it by resolution for various projects and programs. After a
review of the current budget status, in anticipation of developing a budget
recommendation for the new fiscal year, staff has compiled additional recommended
budget amendments for the City Council’s consideration.

Several key factors were taken into account as part of this year's mid-year review. As
of the March 5, 2008 City Council meeting, the Council has approved additional
General Fund budget appropriations totaling $1.9 million (Exhibit C) for various
expenditures. The Ventura County Transportation Commission notified local agencies
on February 21, 2008 that a revised FY 2007/08 Transportation Development Act (TDA)
Fund apportionment is required to balance their projected $1.6 million shortfall. As
such, the City of Moorpark’s apportionment for FY 2007/08 will decrease by $66,150.
This reduction will be covered by the TDA Article 8C (Transit) reserve. In FY 08/09 this
apportionment is projected to be about $104,000 less than the original budgeted
amount for FY 2007/08. This is about $38,000 more than the FY 2007/08 decrease.

The recent housing situation and in particular, reductions in new residential
developments have caused staff to revise much of the City’'s development related
revenue and expenditure projections. Total projected decreases in Community
Development Fund revenues amounted to $1,003,777 with only $683,708 projected as
decreases in expenditures, causing a net shortfall of approximately $320,069. This will
be covered by use of the existing reserve in the Community Development Fund as
explained later in this report.

According to the UCSB Economic Forecast Project’'s Real Estate Economist (Ventura
County Economic Outlook 2008 seminar on February 22, 2008), the outlook for real
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estate shows no sign of improving during 2008 and 2009 and predicts that it will likely
pick up in 2010. Although the revenue projections for FY 2007/08 for development
related funds were estimated based on known projects, the uncertainties in the real
estate market make it difficult to predict when permits will be pulled for the remainder of
this year as well as FY 2008/09 and subsequent years.

DISCUSSION

The attached resolution makes several revenue and expenditure adjustments to the
currently adopted 2007/2008 fiscal year budget, with an explanation for each item
contained in Exhibit “B”. Revenue adjustments are either increases or decreases due to
unanticipated revenue or actual receipts higher or lower than budgeted. Expenditure
adjustment increases are either omissions, or critical items that were not previously
included in the budget. In anticipation of a reduction in revenue sources as noted
above, staff has also identified a number of budget savings for FY 2007/08 to offset part
of the FY 2007/08 decrease in projected revenues. These savings are a result of
deferred program expenditures, delayed projects and cost savings.

General Fund (1000) revenue is projected to increase by $134,229, mainly due to
higher property taxes than anticipated. Additional General Fund expenditure increases
and decreases resulted in a net savings of $416,203. The largest increase is $23,344
for Matrix Consulting services for the Finance Department’s organizational study. Some
of the bigger savings include $306,450 in cost savings from the Public Safety
Department mainly due to lower rate increase than originally budgeted for Police
Services and reductions in vehicle maintenance costs; $75,000 from the Emergency
Management Division primarily due to delayed purchases of equipment and training;
$40,000 from the City Engineering Division due to delayed GIS data project and
$39,000 from Vector/Animal Control as a result of less services needed from the
County.

The Library Services Fund (1010) expenditures show a projected decrease of $18,800
as a result of property maintenance and landscape costs being lower than originally
budgeted.

The Local Transportation Article (LTA) 8A Fund (2603) revenue is projected to have a
transfer in from the Traffic Congestion Relief Fund in an amount of $24,968 to
reimburse prior year expenditures that were expended from the LTA 8A Fund (as
authorized by the State).

The Gas Tax Fund (2605) revenue is projected to decrease by $172,909 as a result of
the Governor’'s proposal to delay payments for the months of April through June 2008
(July and August payments will be delayed for FY 2008/09 Budget). Expenditure
increases totaled $25,000, mainly for vehicle maintenance and to refurbish power tool
inventory at the Moorpark Public Services Facility.
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The Traffic Congestion Relief Fund (2610) shows a transfer out to LTA 8A Fund in an
amount of $24 968 (as authorized by the State) to cover prior year expenditures that
were expended from the LTA 8A Fund.

The Local Transit 8C Fund (5000) revenue is projected to decrease by $75,750
primarily due to VCTC’s projected revenue shortfall as noted above. Expenditure
decreases totaled $109,405. The biggest savings were $30,905 from lower anticipated
Vista East (inter-city bus service) costs and $43,000 from lower projected security guard
costs.

The Solid Waste AB939 Fund (5001) expenditure increases totaled $23,188. The
biggest increase was $15,000 for electronic waste events and $6,388 for a new intern to
assist with solid waste and recycling.

The Park Maintenance Fund (2400) expenditure increases show a total of $77,500.
The largest increase is $17,000 for the Miller Park basketball court resurfacing project.

As referenced earlier in this report, the Community Development Fund (2200) revenues
show a net projected decrease of $1,003,777 due to changes in development activity.
Additional expenditure increases and decreases resulted in a net reduction of $683,708,
causing a budget shortfall of approximately $320,069. Most of the reduction in
Community Development revenue is offset by a corresponding decrease in Engineering
and Building and Safety services by the City’s contracted services provider. Almost all
of the projected savings in the Community Development Department (Planning and
Code Compliance) consisting mostly of the deferral of the General Plan EIR in the
amount of $150,000. However, these savings are offset by increased legal services
costs resulting from increased Code Compliance activities.

The Community Development Fund reserve at June 30, 2007 was $412,254 (originally
estimated at $330,618). The adopted FY 2007/08 budget projected this reserve to be
$284,135 at June 30, 2008. With the reduction in revenue this projected reserve will be
expended in FY 2007/08 leaving no reserve at June 30, 2008.

The adopted FY 2007/08 budget projected a transfer from the General Fund to the
Community Development Fund in the amount of $638,192. As a result of the
aforementioned revenue and expenditure changes and use of the entire available
Cornmunity Development Fund reserve, only about $592,490 of the $638,192 will be
needed in FY 2007/08.

Based on the analysis of each fund, expenditure increases will either be covered by
additional projected revenues or must come out of available reserves. Exhibit “A”
summarizes the projected changes to revenues and expenditures and the net fiscal
impact by “Operating Funds”.
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In addition, Exhibit “A-1" summarizes the projected changes to revenues and
expenditures and the net fiscal impact by “Capital Funds”.

Based on the revised revenue and expenditure budget projections, Exhibit “A-2"
provides a current projected fund balance that typically requires “transfers in” from the
General Fund to offset deficits. As shown on Exhibit “A-2”, an additional transfer of
approximately $396,560 ($588,305 — $191,745) will be needed from the General Fund
in order for these funds to end the year with a positive fund balance. The $191,745
projected Gas Tax Fund deficit will be covered by TDA 8A reserves or from a temporary
loan from the General Fund.

In addition, other development related revenues show a net projected decrease of
$8,612,700 (Exhibit A-1) and a net projected expenditure decrease of $188,218 (Exhibit
A-1). The following funds are directly affected by the downturn in new construction.
While less revenue is expected in the current and next two fiscal years, the City will
ultimately receive these revenues once development activity occurs. This delay has a
negligible impact on the City’s day to day operations.

The Traffic System Management Fund (2001) revenues show a projected decrease of
$123,030 due to changes in development projections. Expenditures show a net
decrease of $235,200 mainly as a result of the delay of the purchase of a new bus
(pending transit fleet fuel evaluation).

The City Wide Traffic Mitigation Fund (2002) revenues show a projected decrease of
$2,129,562 due to changes in development projections.

The Crossing Guard Fund (2003) revenues show a projected decrease of $55,000 due
to changes in the status of the Essex Apartment project.

The Community Wide Park Improvement Fund (2100) revenues show a projected
decrease of $975,243 due to changes in development projections.

The Zone Development Fee — Zone 1 Fund (2111) revenues show a projected
decrease of $432,300 due to changes in development projections.

The Zone Development Fee — Zone 2 Fund (2113) revenues show a projected
decrease of $7,300 due to changes in development projections.

The Tree and Landscape Fund (2150) revenues show a projected increase of $8,836
due to changes in development projections.

The Art in Public Places Fund (2151) revenues show a projected decrease of $994.413
due to changes in development projections.
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The Library Facilities Fund (2154) revenues show a projected decrease of $391,903
due to changes in development projections.

The Open Space Maintenance Fund (2155) revenues show a projected increase of
$10,290 for fees not originally budgeted.

The City Affordable Housing Fund (2201) revenues show a net projected decrease of
$838,141 due to changes in development projections. Expenditure decreases include
$100,000 in rehabilitation loans and $300,000 for building acquisitions that are not
anticipated to be used.

The AD 2001-02 Lighting and Landscape District Fund (2315) expenditures show a
projected decrease of $80,000 because the City has not assumed responsibility for
assessment services.

The AD 07-02 Lyon Homes Fund (2320) revenues show a projected increase of
$547,000 due to under budgeting of the original assessment amount.

The AD 07-01 Pardee Homes Fund (2322) revenue shows a projected increase of
$1,490,000 due to under budgeting of the original assessment amount.

The Los Angeles A.O.C Fund (2501) revenue is projected to decrease by $1,788,500
due to changes in development projections. Expenditure increases totaled $526,982 for
the Princeton Avenue Widening project.

The Tierra Rejada/Spring A.O.C Fund (2502) revenue is projected to increase by
$466,256 as a result of the Home Depot project moving forward.

The Casey/Gabbert A.O.C Fund (2503) revenue is projected to decrease by $403,970
due to changes in development projections.

The Endowment Fund (2800) revenue is projected to decrease by $3,080,688 due to
changes in development projections.

In summary:

1. The Community Development Fund originally projected a fund balance of
$284,135 at June 30, 2008 will now be $0; originally had $638,192 transfer in
from the General Fund now requires approximately $592,490. To maintain
current service level, preliminary projections indicated that the Community
Development Fund will need a transfer from the General Fund in an amount of
$1,170,000 (includes projected $548,000 Cost Allocation Plan contribution) in
FY 2008/09.
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2. The Public Works/City Engineer with the exception of the previously mentioned
deferral of Gas Tax payments by the State is expected to stay within budget for
FY 2007/08. This includes expending most of the $150,000 transfer from the
General Fund to the Gas Tax Fund.

3. The Park Maintenance Fund originally projected a transfer in from the General
Fund in an amount of $1,279,827 at June 30, 2008, will now require an additional
$111,163 for a total projected transfer of $1,390,990. A similar transfer will be
needed from the General Fund to maintain current service level in FY 2008/09.

FY 2008/09

With projected decreases in property tax and sales tax in amounts of $85,000 and
$91,000 respectively, as well as a decrease in interest income of $100,000 the
preliminary total General Fund revenue for FY 2008/09 is projected at approximately
$15 million. The preliminary General Fund expenditure is projected at approximately
$13.3 million (using a 3% cola over FY 2007/08 adopted budget) for FY 2008/09,
leaving approximately $1.7 million available for transfers to support other funds. With
preliminary projected transfers of approximately $2.8 million as shown on the chart
below, the General Fund would not be able to fund approximately $1.1 million of the
projected transfers to other funds from currently projected FY 2008/09 revenues.

The Gas Tax and TDA Article 8A (Streets) funds are projected to be sufficient only for
routine maintenance and operation in FY 2008/09 and subsequent years. Depending
on cost increases it's expected that the $150,000 General Fund transfer in FY 2007/08
will need to continue and increase in future years. Future street overlay and slurry seal
projects will have to be funded from other sources or deferred.

The City's Landscaping and Lighting Assessment Districts (2300 Funds) have also
required General Fund support since assessment revenues were not sufficient to cover
expenses. During FY 2007/08 $75,601 was transferred from the General Fund (another
$75,601 was transferred from Gas Tax) to cover the Districts’ actual deficits for FY
2006/07. Based on current projections these Districts will need approximately $141,374
in transfers from the General Fund (plus $189,724 from Gas Tax) during FY 2008/09 to
cover actual deficits from FY 2007/08. If Gas Tax funds are not available then the
General Fund transfer would be even larger.

The Community Development Department will continue to need General Fund support.

The current estimate of $592,490 for FY 2007/08 is estimated to be about $1,170,000 in
FY 2008/09 with the projected decline in development related revenues.
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The table below summarizes projected transfers for FY 2007/08 from the General Fund
and projected transfers (preliminary) needed for FY 2008/09 to support other fund

deficits:
Fund Projected Transfer @ Projected Transfer Projected Transfer for
6/30/08 as Adopted (revised) @ 6/30/08 FY 2008/09
(preliminary)
2200 — Community Development $638,192 $592.490 $1,170,000
2400 — Park Maintenance 1,279,827 1,390,990 1,300,000
2605 — Gas Tax (%) 150,000 150,000 175,000
2300’s — L&L Districts 15,987 75,601 141,000
Total $2,084,006 $2,209,081 $2,786,000

The General Fund is projected to have a fund balance reserve of about $23,590,000 at
June 30, 2008. The June 30, 2007 balance was about $24,400,000. This is about
$1,250,000 more than anticipated at the time the FY 2007/08 budget was adopted.
Since that time the City Council has approved about $1,925,000 of amendments for use
of the General Fund reserve. About $1,561,000 was for the Tierra Rejada
Road/Second Street Overlay project. It's estimated that about $400,000 of this
additional appropriation will not be needed so only about $1,500,000 of the $1,925,000
is expected to be spent. In addition to the above added appropriations, General Fund
expenditures and transfers are projected to be abut $500,000 less than originally
budgeted including the amendments addressed in this report. As a result, the General
Fund “fund balance” at June 30, 2008 is projected to be about $23,590,000.

On February 16, 2008, the Governor signed mid-year budget legislation which includes
a five (5) months delay (April thru August 2008) of Highway User's Tax (Gas Tax Fund)
payments to cities and counties to cover the State’s revenue shortfall in FY 2007/08.
Delayed payments for the City of Moorpark are $172,909 for FY 07/08 and another
$121,272 for FY 2008/09 for a combined amount of $294,180. Repayments of these
delayed funds will be made as a lump sum in September 2008. This short term
borrowing by the State will be covered by a combination of use of any Gas Tax reserve
and TDA Article 8A (Streets) reserve and if necessary a short term General Fund loan.

As sales tax and property tax revenues begin to decrease due to the effects of the
economy and the housing market, the General Fund will not be able to sustain the
required funding to maintain current service levels and to address the items described
above. Revenue enhancement or other options will need to be considered.

STAFF RECOMMENDATION (Roll Call Vote Required)

1. Adopt Resolution No. 2008- amending the fiscal year 2007/2008 budget as
noted in Exhibits “A, A-1, B and C” to the attached resolution.
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RESOLUTION NO. 2008-

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
MOORPARK, CALIFORNIA, AUTHORIZING AN
AMENDMENT TO THE FISCAL YEAR 2007/2008
ADOPTED OPERATING AND CAPITAL IMPROVEMENTS
BUDGET

WHEREAS, on June 20, 2007 the City Council adopted the Operating and
Capital Improvements Budget for fiscal year 2007/2008; and

WHEREAS, certain additions and adjustments to the budget are proposed to
allow for effective service delivery for the balance of the fiscal year; and

WHEREAS, the City Council now wishes to amend the 2007/2008 fiscal year
budget as noted in Exhibits “A, A-1, B and C”.

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF MOORPARK
DOES HEREBY RESOLVE AS FOLLOWS:

SECTION 1. A budget amendment as more particularly described in Exhibits “A,
A-1, B and C” attached hereto is hereby approved.

SECTION 2. The City Clerk shall certify to the adoption of this resolution and
shall cause a certified resolution to be filed in the book of original resolutions.

PASSED AND ADOPTED this 19th day of March, 2008.

Patrick Hunter, Mayor
ATTEST:

Deborah S. Traffenstedt, City Clerk

Attachment: Exhibits A, A-1 and B — Mid Year Budget Amendment
Exhibit C — Recap of General Fund Budget Amendments
(7/1/07 to 3/5/08)

300034



Fund

1000 - General

1010 - Library Services

2003 - Crossing Guard

2200 - Community Dev.

2400 - Park Maintenance

2605 - Gas Tax

2610 - Traffic Congesion Relief Fund
5000 - Local Transit

5001 - Solid Waste AB939

Exhibit "A"

CITY OF MOORPARK
Mid Year Budget Amendment for the 2007/2008 Fiscal Year
Summary by Operating Funds

Projected
Revenue
Increase

(Decrease)

134,229

(55,000)
(1,003,777)

(172,909)

(75,7_50)

$ (1,173,207)

Projected
Expenditure
Increase

(Decrease)

(416,203)
(18,800)

(683,708)
77,500
25,000
24,968

(109,405)
23,188

S (1077460

Net Fund
Impact
Increase
(Decrease)

550,432
18,800
(55,000)
(320,069)
(77,500)
(197,909)
(24,968)
33,655
(23,188)

$  (95,747)
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Exhibit "A-1"
CITY OF MOORPARK

Mid Year Budget Amendment for the 2007/2008 Fiscal Year
Summary by Capital Funds

Projected Projected Net Fund
Revenue Expenditure Impact
Increase Increase Increase
Fund (Decrease) (Decrease) (Decrease)
2001 - Traffic System (123,030) (235,200) 112,170
2002 - City-Wide Traffic Mitigation (2,129,562) - (2,129,562)
2100 - Community Wide (975,243) - (975,243)
2111 - Zone Development - Zone 1 (432,300) - (432,300)
2113 - Zone Development - Zone 3 (7,300) - (7,300)
21560 - Tree and Landscape Fees 8,836 - 8,836
2151 - Art in Public Places (994,413) - (994,413)
2154 - Library Facilities (391,903) - (391,903)
2155 - Open Space Maintenance 10,290 - 10,290
2201 - Affordable Housing (838,141) (400,000) (438,141)
2315 - Lighting & Landscape Maint - (80,000) 80,000
2320 - ADO702 - Lyon Homes 547,000 - 547,000
2322 - ADO701 - Pardee 1,495,000 - 1,495,000
2501 - Los Angeles A.O.C. (1,788,500) 526,982 (2,315,482)
2502 - Tierra Rejada/Spring A.O.C. 466,256 - 466,256
2503 - Casey/Gabbert A.O.C. (403,970) - (403,970)
2603 - Local Transportation 8A 24 968 - 24968
2800 - Endowment (3,080,688) - {3,080,688)
$ (8,612,700) $ (188,218) $ (8,424,482)
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