ITEM 9.C.

MOORPARK CITY COUNCIL
AGENDA REPORT

TO: Honorable City Council
FROM: Ron Ahlers, Finance Director 62—4/
DATE: March 20, 2012 (City Council meeting of April 18, 2012)

SUBJECT: Consider Fiscal Year 2011/12 Mid-Year Budget Report

BACKGROUND

The City Council adopted the budget for Fiscal Year (FY) 2011/12 on June 15, 2011.
This report will analyze certain major funds of the City for this current fiscal year,
considering the fact that we have closed the books for the first six months. Attachment
A to this report is a spreadsheet showing the summary Revenues and Expenditures for
three major funds of the City of Moorpark: General Fund, Community Development,
and Parks Maintenance. Attachment B details four funds which comprise the Streets
and Transit funds of the City, which include Local Transportation Funds and Gas Tax.
Attachment C details the General Fund revenues and expenditures.

The most important issue is the “winding-down” of the former Redevelopment Agency of
the City of Moorpark (Agency), per ABx1 26. This will be discussed later in this report.

As a reminder, Parks Maintenance and Community Development operations continue to
require significant General Fund contributions in FY 2011/12 as do the Lighting and
Landscaping Maintenance Districts (LMD). Without new or expanded General Fund
revenue or a reduction in expenses this will continue for the foreseeable future.
Additionally, the Police Services contract with the County of Ventura Sheriff's Office
continues to increase by approximately 5% each fiscal year. This is by far the single
largest expenditure in the General Fund and it is growing at a much faster rate than the
General Fund revenues.

DISCUSSION

Attachment A shows three major funds of the City and their current year financial status.
At the mid-point in the fiscal year, the General Fund is projected to finish with a deficit of
$29,000. The General Fund will be discussed in detail later in this report.
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Community Development Fund

The Community Development Fund began the fiscal year with a zero fund balance.
Revenues, including budgeted General Fund transfer of $782,000, are currently
estimated at $1,348,000 which is below the original budget by approximately $400,000.
Expenses are currently estimated at $1,636,000 which is below the original estimate of
$1,757,000. This produces an estimated deficit of $288,000. This fund will finish this
year with a zero fund balance with an increase of the General Fund transfer to
approximately $1,070,000 to ensure a zero fund balance. As a reminder, last year's
General Fund transfer was $837,000. For the foreseeable future, this fund will require
about an $800,000 to be transferred by the General Fund each year unless
expenditures are reduced or there’s a significant increase in development activity.

Parks Maintenance Fund

The Parks Maintenance Fund began this fiscal year with a zero fund balance. This fund
is projected to have a deficit of $32,000 this year {includes the General Fund transfer of
$1,243,000}. We will adjust the General Fund transfer upward to $1,275,000 into Parks
Maintenance to keep the fund balance at zero. The Park Maintenance Fund is
designed to have zero fund balance at year end. The Parks Maintenance Fund will
continue to need a General Fund contribution of approximately $1.3 million annually
unless expenses are reduced. Operating costs continue to increase in parks
maintenance: water rates continue to have annual increases above 10%, electricity
rates also have increased.

Moorpark Redevelopment Agency

On June 29, 2011, as part of adopting the State of California FY 2011/12 budget, the
Governor signed two trailer bills, ABX1 26 (“Dissolution Act”) and ABX1 27 (*Voluntary
Alternative Redevelopment Program”), into law. The legislation became effective on
June 29, 2011. The California Redevelopment Association and League of California
Cities sued the State of California on the grounds that ABX1 26 and ABX1 27 were
unconstitutional. The California Supreme Court upheld ABX1 26 and declared ABX1 27
unconstitutional. This ruling eliminated redevelopment agencies throughout California
as of February 1, 2012.

ABX1 26 provides funding for administrative expenses associated with winding down
the redevelopment agency; however, no funds are available to continue with economic
development and affordable housing operations previously funded by tax increment.

As of February 1, 2012 the Agency has been legislatively dissolved. City staff is
currently in the process of establishing the “Successor Agency” to the former
Redevelopment Agency of the City of Moorpark (Successor Agency). Staff has
established all new accounting funds to properly reflect the demise of the Agency and
the brand-new creation of the Successor Agency. With this demise, the General Fund
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will no longer receive revenue from the former Agency for cost plan allocation and
interest revenue. Additionally, the General Fund and City Housing Fund have begun
paying for the salary & benefit and operating costs for economic development and
housing functions of the former agency. There were two revenue adjustments that
relate to the former Agency. The annual $5 million loan between the City and Agency
was never implemented; therefore interest income for the General Fund was reduced by
$150,000. The cost allocation plan for the year was $178,792, instead of $306,500 for
the Agency. ABx1 26 allows for an “Administrative Cost Allowance” to be paid to the
successor agency, subject to the approval of the oversight board. Specifically the law
states, “the amount shall not be less than two hundred fifty thousand dollars ($250,000)
for any fiscal year or such lesser amount as agreed to by the successor agency.”

FY 2012/13 preliminary estimated costs for the General Fund are approximately
$282,000 ($205,000 for salaries & benefits plus $77,000 for operations). The General
Fund will not have revenue from the MRA loan of $150,000; nor the cost allocation plan
of $306,500. The one positive note is the “Administrative Cost Allowance” of $250,000.
Therefore the estimated impact on the General Fund for FY 2012/13 is a negative
$488,500.

As a reminder, on May 10, 2010, the State “took” tax increment dollars in the amount of
$1,925,105 for the Supplemental Educational Revenue Augmentation Fund (SERAF).
Last FY 2010/11, the State took an additional $396,000. This amount was paid on May
10, 2011.

Streets and Transit Funds

Attachment B details four funds which comprise the Streets and Transit funds of the
City. The Local Transportation (TDA) 8A Fund is projected to use $51,000 of its’
reserve this year, decreasing its available fund balance to zero at June 30, 2012. This
fund transferred $699,000 to the Gas Tax Fund this year. This fund pays zero in
overhead charges and zero in cost plan charges to the General Fund. The original
budget estimated the ending fund balance at zero.

The Gas Tax Fund is projected to use $43,000 of its reserves this year, decreasing its
available fund balance to $90,000. The original budget estimated the ending fund
balance at $71,000. We have savings in capital projects this fiscal year. These projects
are listed later in this report. Annual Gas Tax revenues amount to approximately
$596,000, while the annual salary and benefits are approximately $495,000. Therefore,
the revenue for this fund does pay for the salary & benefit costs plus $100,000 of
operations. This fund needs the transfer from the Local Transportation 8A (streets and
roads) fund in order to pay for the operations and maintenance along with capital
improvement costs. Additionally, the Areas of Contribution Funds transfer funds when
warranted for capital projects. Overhead charges are estimated at $48,000 this year
while the estimate for cost plan charges is $303,000. Historically, the Gas Tax Fund
paid for 100% of the deficit in the citywide lighting district and 50% of the deficit in all the
other landscaping maintenance districts. Beginning as early as FY 2012/13, the
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General Fund will be the only fund available to subsidize the deficits in these districts.
The Gas Tax fund provides funding for the following employees:

Administrative Assistant 0.400
Assistant Engineer . 0.500
City Engineer/ Public Works Director ~ 0.200
Crossing Guard Supervisor 0.400
Maintenance Worker Il 0.100
Maintenance Worker lll 0.800
Maintenance Worker lll 0.465
Public Works Superintendent 0.850
Senior Maintenance Worker 1.000
Sernior Management Analyst 0.100

Total Positions 4.815

As a reminder, by July 1, 2014, SB 716 would curtail any expenditure for street and
road purposes from TDA funds.

A new fund was created in FY 2010/11 that reflects the termination of the old Prop 42
funds with Highway Users Tax 2103 (HUT 2103) funds. The City receives
approximately $350,000 annually. Currently there are no projects funded with these
monies. The estimated ending fund balance for June 30, 2012 is approximately
$709,000. These funds have the same restrictions as the Gas Tax Fund mentioned
above. The City can expend these funds on any street-related purpose.

The Local Transit Programs Fund is projected to have savings of $19,000 by year-end,
thus increasing its fund balance to $173,000 at June 30, 2012. This fund pays zero in
overhead charges and $203,000 in cost plan charges. This fund also supports city
employees, with a salary & benefit cost of approximately $113,000 annually.

Administrative Assistant 0.100
City Engineer / Public Works Director ~ 0.100
Senior Management Analyst 0.700

Total Positions  0.900

Total combined revenues for Gas Tax, HUT 2103 and Local Transportation Funds
(transit and streets) project out at $2,551,000. The operating costs are $2,276,000
(includes $48,000 for overhead charges and $506,000 for cost plan charges back to the
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General Fund). This computes to a projected surplus of $275,000 on June 30, 2012
which will increase reserves. As of July 1, 2012, the reserve is estimated to be
$973,000; the vast majority of it in the new HUT 2103 fund. This is minimal funding for
capital projects, leaving several million dollars of unfunded projects. In FY 2011/12
about $612,000 of City Engineer/Public Works department expenditures were funded
directly by the General Fund and another $221,000 by the Traffic Safety Fund and the
Crossing Guard Fund. VCTC's draft budget for FY 2011/12 shows an increase in local
transportation funds for the City of Moorpark of approximately $30,000. This is good
news considering the prior three years of reductions in funding. Gas Tax and HUT 2103
revenue are projected to stay stable since these monies are based on the volume of
gas sold in the state and not on the price.

We have several capital projects that are budgeted out of these four funds, which can
be reduced or eliminated if the funds are needed for other purposes.

. 2011/12 Spent  Projected Remaining

No. D
° escription Fund Approp. 12-312011  Expense  Approp.
goop  Sidewalk Gas Tax 75,000 0 0 75000

Reconstruction

8056 Metro Link South Local Transit 200,000 0 0 200,000

Parking Lot Entry Programs

8071  Bus Shelters Local Transit 67,618 3,136 10,000 57,618
Programs

go73  Metro Link Local Transit 91,581 6,211 10,000 81,581

Security System  Programs

434,199 9,347 20,000 414,199

General Fund

Attachment C details the General Fund revenues and expenses. The FY 2011/12
General Fund budget as adopted included a projected surplus of $4,000. As a
reminder, last FY 2010/11, the General Fund began the year with $3.0 million in
reserves and it finished the year with a deficit of $361,000 since the Council approved
various appropriations from the General Fund reserve throughout FY 2010-11.
Complying with the City Council policy, the Special Projects Fund transferred out
$361,000 to the General Fund at fiscal year-end. This left the General Fund with $3.0
million in reserves on June 30, 2011.

General Fund Revenues 2011/12

The General Fund has several primary revenues that comprise the majority of the
money received during the fiscal year. The table below depicts a short history of these
revenue sources and the very slight increase for this current fiscal year and next. As
you can discern, the forecasted revenues for FY 2012/13 approximate the amounts we
received in FY 2008/09. The amounts are shown in millions of dollars.
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2006-07 2007-08 2008-09 2009-10 2010-11 201. 1.'1 2 201 1.'1 2 2012-13
Original Revised
Actuals Actuals Actuals Actuals Actuals . forecast
Budget Estimate
Prop Tax |
2.80 3.03 3.02 3.23 3.15 3.15 3.15 3.15
-Current
S
Pr_‘:}’LEaX 263| 288| 298| 202| =290 200| 288| 288
Sales Tax 2.19 2.31 2.33 2.38 2.58 2.50 2.65 2.70
PO — [
Sales Tax 0.70 0.78 0.85 0.59 0.94 0.82 0.85 0.85
Comp.
Cost Plan 1.98 2.04 2.26 2.69 2.60 2.50 2.37 2.20
Franchise 1.13 1.15 1.17 117 | ~ 1.20 1.18 1.20 1.20
Interest 1.14 0.78 0.72 0.30 0.30 0.35 0.35 0.35
sub-total 12.57 12.97 13.31 13.28 13.67 13.40 13.45 13.33

Property Taxes: The City receipted $3,151,000 in FY 2010/11 for current secured
property taxes. We budgeted $3,150,000 this current fiscal year. Our current estimate
is $3,150,000. The unsecured portion will be $115,000. As home prices fall and the
volume of sales declines, we expect to see decreases in supplemental secured and real
property transfer tax. In FY 2008/09 we began recording the ERAF (Educational
Revenue Augmentation Fund) in lieu of VLF (Vehicle License Fee) as property taxes.
You'll recall that former Governor Schwarzenegger reduced the VLF from 2.0% of a
car's value down to 0.6%. This reduction mainly affected cities and counties. The
reduction in revenue from VLF was replaced by the State with property tax revenue
from the County’'s ERAF. This is really property tax revenue and has been since
2004/05. The annual increase/decrease is based on the city’s assessed value, not on
VLF revenue. This year's allocation is $2,880,000; we originally budgeted $2,900,000.

Sales Taxes are particularly difficult to estimate; good economy, bad economy, it
doesn’t matter. Last fiscal year Sales Taxes amounted to $2,577,000. The original
budget estimate for this year is $2,500,000, a decline of $77,000 or 3.0%. We have
good data for the first two quarters of this fiscal year; but we are estimating the other
two quarters. Our current estimate is $2,650,000; which is $150,000 greater than the
original budget estimate. Next year's estimate calls for an increase of $50,000, to
$2,700,000. The City of Moorpark has experienced nine straight quarters of increases
in Sales Tax receipts. This trend is expected to continue as the economy is recovering
from “the Great Recession”.
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SALES TAX RECEIPTS
2010-11 2011-12 Dollars Perceﬁf
Ist Quarter 619,652 633,335 13,683 22%
2nd Quarter 665,957 683,552 17,595 2.6 %
3rd Quarter 596,988 620,000 * 23,012 3.9 %
4th Quarter 694,508 713,113 * 18,605 2.7 %
$2,577,105  $ 2,650,000 $ 72,895 2.8 %
* Estimate

Sales and Use Tax Compensation Fund (“Triple Flip backfill") is directly allocated by the
State of California, BOE {Board of Equalization} through the counties. It is actually
money from property taxes, ERAF specifically. In FY 2004/05, the State issued deficit
reduction bonds by “reducing” the City’s allocation of Sales Tax from 1.0% to 0.75%.
This 0.25% Sales Tax is the revenue stream which pays the deficit reduction bonds.
The State then “backfilled” this money to the cities with ERAF money. The bonds are
scheduled to be paid off in 2016 and the cities sales tax allocation shall revert to 1.0%.
This year's allocation of $857,000 has been verified with Ventura County and we
received one-half of the amount in late January 2012 with the other half due in May
2012. Last fiscal year the City receipted $941,000; which was a catch-up of the past
underpayments. Next year we project to remain the same at $850,000.

Franchise Fees, Licenses & Permits and Fines & Forfeitures show no significant
variances from the prior years.

Interest earnings are declining due to the interest rate market that we are experiencing.
These are horrible interest rates to be earning on our investments. Three years ago the
General Fund earned $720,000 in interest; last year's earnings were $300,000. This
year's original budget estimate was $350,000. Our current estimate is $350,000. Rates
have begun to rise slowly so investment earnings should improve. Additionally, the City
has been diversifying the portfolio by purchasing longer term (up to 5 years)
investments in U.S. Treasury and Agencies Bonds.

The City continues to receive a nominal amount from the State's vehicle license fees.
The State has been slowly using this revenue for its own operations. Two years ago we
received $109,000; last year we received $171,000. We originally estimated this
amount at $75,000; our revised estimate is $20,000. The State has completely taken
away this revenue from cities for FY 2011/12 and into the future. Next year's amount is

Zero.
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Cost plan revenues are estimated at $2,370,000. The Gas Tax Fund is scheduled to
contribute $303,000 to the cost plan in FY 2011/12. The Gas Tax Fund will not be able
to contribute this amount in FY 2012/13. The MRA and Low/Mod Housing cost plan
contributions are $179,000 for this final year of their existence. Next year there will not
be any cost plan for MRA or Low/Mod Housing.

Charges for Services show a slight decrease from last fiscal year.

Revenues for the current year are estimated to be approximately $15,476,000, a
decrease of $548,000 from last fiscal year. Next year's estimate, at this point in time, is
$15,216,000. A decrease of $260,000 or 1.7% from the current year's revised estimate.

General Fund Expenditures 2011/12

Salaries & Benefits for the employees comprise 27% of the General Fund expenditures.
All of the salary & benefit categories are showing within budget, since the Council
approved of the appropriation to fund the former redevelopment staff costs. We shall
have an on-going contribution of approximately $16,000 each year for retiree medical
costs {OPEB]}.

The largest item in the budget is the police contract. This contract is approximately $5.8
million plus $0.6 million in support costs each year and represents 41% of the General
Fund revenues. At the mid-point in the fiscal year, we are under budget and shall end
the year under budget as well. For FY 2011/12 we planned on a 5% increase but the
actual increase is 4.8%. We have not yet heard what increases the County may place
on our police contract for next fiscal year, but we are estimating the contract to increase
by 4% to 5%, much of it attributed to retirement plan investment losses. The amounts
shown are in millions of dollars.

2006-07 2007-08 2008-09 2009-10 2010-11| 2011-12 2011121 05 45
Original Revised
Actuals Actuals Actuals Actuals Actuals : forecast
Budget Estimate
Police 4.891 5.31 ( 5.601 5.47 ( 5.59 5.94 5.85 6.20J

The remaining categories are looking to be within their budgeted amounts.

Based on the revised estimates for FY 2011/12, the General Fund is transferring out
over $2.69 million to other funds:

> $1,275,000 to Park Maintenance Fund

> $1,070,000 to Community Development Fund

> $ 202,000 to Engineering/Public Works Fund

> $ 131,000 to Lighting & Landscaping Assessment Districts

> $ 10,000 to Gas Tax Fund
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General Fund Summary

Please note the General Fund surplus/deficit for the first six months is a positive
$840,000 {under the 2011-12 Actuals 12-31-11 column}. This amount includes the one-
time revenue of $900,000 received from the Mission Bell note. Therefore, the true six
month actuals is a deficit of $60,000. By the end of this current fiscal year, the deficit is
estimated to be $29,000; (includes the reduction in revenue for cost plan and interest
earnings to the demise of the redevelopment agency).

The Community Development Fund will finish this year with a zero fund balance. This
fund needs to increase its’ fees in order to return to a healthy fiscal condition. This fund
should be paying its own way. Currently, the General Fund is transferring about
$820,000 to this fund annually. We are projecting that next fiscal year; this fund will
require the same size of subsidy from the General Fund.

The same concern exists with the Lighting & Landscaping Assessment Districts. These
districts should be self-supporting, with the affected property owners paying for the
annual cost of maintenance and operations. The General Fund and Gas Tax Fund
subsidize these districts each year in the amounts of $131,000 and $265,000
respectively; more subsidy shall be required next fiscal year. Next year's estimate may
approach $600,000 or more in subsidy. In addition, with the decline in interest earnings,
the subsidy from the General Fund and Gas Tax Fund has increased. As discussed
previously the Gas Tax Fund won't be available to subsidize these districts much
longer. Each June the City Council sets the assessments for the coming fiscal year for
these assessment districts.

Next fiscal year, the General Fund revenue will remain flat. The cost plan and interest
earnings from the redevelopment agency have been eliminated. Modest increases in
revenues are expected in: Sales Tax and Interest Revenue. Revenues remaining
constant are Property Taxes and Property Taxes-VLF. Next year expenses will
increase for the Police contract with Ventura County; the increase for other expenses
can be more easily controlled. We are currently preparing next year’s budget and will
be submitting a report to Council in the near future. Staff will evaluate ways to address
the expected shortfall, including expenditure reductions, revenue increases and use of
General Fund surplus. This shortfall is currently estimated at $1.3 million. This
represents approximately 9% of General Fund revenues.
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GENERAL FUND
Available fund balance from FY 2010/11 surplus 0
Fiscal Year 2011/12 surplus {estimate} 0
Available fund balance July 1, 2012 $0

This amount is placed in the
Special Projects Fund

Fiscal Year 2012/13 Projections

Budgetary Revenue decrease (260,000)

Budgetary Police Contract increase (291,000)

Successor Agency "Administrative Cost Allowance” 250,000

Successor Agency Operating Costs (282,000)

Increased Franchise Fee Revenues ~ Waste Haulers 200,000

No Gas Tax Fund subsidy of LMDs (300,000)

($ 683,000)

In summary

1. The General Fund operating deficit for FY 2011/12 is projected at $29,000
(includes the appropriation for the former Agency staff costs. Estimated
revenues are $10,000 less than originally budgeted. Estimated expenses are
$23,000 more than the original budget. These revised estimates, when

added to the original budget surplus of $4,000, gives us the revised surplus of
$29,000.

2. The General Fund ended FY 2010/11 with a deficit of $361,000. Please
recall that we paid off a number of liabilities and one-time projects last year.
The listing of these payoffs is provided below:

CalPERS Side Fund Payoff $ 1,352,318
CJPIA General Liability Payoff 473,291
Litigation 150,000

Central Irrigation System 132,269
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Turf Restoration ~ Arroyo Vista Community Park 130,000
OPEB Unfunded Liability Payoff 103,000
LMD Engineering & Survey Study 100,000
Additional Transfer to LMDs 78,668
Fire Sprinklers & Alarm in Annex Bui|ding 66,105
Facility Repairs-City Hall Admin Building 49,514
Replace Acoustic Tiles Apricot Room 8,374
$ 2,643,539
3. General Fund Revenues for FY 2011/12 are estimated to be about $548,000

less than FY 2010/11. We originally estimated revenues at $15,486,000 for
FY 2011/12; current estimate is $15,476,000; a decrease of $10,000. Our
preliminary estimates for revenues in FY 2012/13 are $15,216,000; a
decrease of $260,000 from the prior year. The City actually received
$16,024,000 in FY 2010/11; the estimate for FY 2012/13 is $15,216,000, a
decrease of $808,000. Revenues in FY 2012/13 are expected to be about
the same as revenues in FY 2006/07. Expenditure costs continue to increase
due to external factors: Public Safety contract increases, utility rate increases
(electric and water), benefit cost increases (medical & dental), insurance
increases (workers compensation & general liability), etc. {refer to Attachment
C}.

Estimated FY 2011/12 combined Gas Tax and Local Transportation Funds
(Streets and Transit) revenue of about $2,104,000; currently requires
$608,000 in personnel costs, $506,000 in cost plan charges, $265,000
transfers to LMDs with the balance for transit and street operation costs. This
leaves little or no money for capital projects such as street overlays.

Based on current projected expenditure levels, without any cost reduction
measures, combined with projected General Fund revenue decrease, the
General Fund is projected to face an approximate $1.3 million shortfall in FY
2012/13. This shortfall is manageable and we have a number of options to
balance the budget for FY 2012/13.

This projected deficit includes: a slight decrease in General Fund revenues; a
4% increase ($310,000) to the Public Safety contract with the County
Sheriff's, no cost of living adjustments for city employees, a modest increase
in health benefit costs for six months and all other costs at the same level as
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FY 2011/12. The General Fund is impacted by the demise of the Agency.
The General Fund receives less money from the cost plan and the annual
loan to the MRA.

The department managers are well aware of the current financial situation
and their budget submittals will reflect such. In addition, all potential
expenditure reductions will be evaluated and presented to the City Council as
part of the Budget submittal in May 2012. The decline in General Fund
development related and Transit/Streets revenue and accompanying need to
restrain spending is recognized as a multi-year concern and the proposed FY
2012/13 Budget will be presented with this in mind.

STAFF RECOMMENDATION

Receive and file report.

Attachments:
A. Revenue & Expenditures Summary ~ Major Funds
B. Revenue & Expenditures Summary ~ Street & Transit Funds

C. General Fund Financials Summary
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