CITY oF MOORPARK

799 Moorpark Avenue, Moorpark, California 93021
Main City Phone Number (805) 517-6200 | Fax (805) 532-2520 | moorpark@moorparkca.gov

NOTICE AND CALL OF A
SPECIAL MEETING OF THE
FINANCE, ADMINISTRATION & PUBLIC SAFETY COMMITTEE
(Mayor Parvin and Mayor Pro Tem Pollock)
Wednesday, November 16, 2016, at 5:45 p.m.

TO THE MEMBERS OF THE FINANCE, ADMINISTRATION, AND PUBLIC SAFETY
COMMITTEE OF THE CITY OF MOORPARK:

NOTICE IS HEREBY GIVEN that a Special Meeting of the Finance, Administration,
and Public Safety Committee is hereby called to be held on Wednesday, November 16, 2016,
commencing at 5:45 p.m. Said meeting will be held in the Moorpark Development Services
Conference Room, 799 Moorpark Avenue, Moorpark, California.
Said Regular Meeting shall be for the purpose of considering the following items:
1. CALL TO ORDER:
2. ROLL CALL:
3. PUBLIC COMMENT:
4, DISCUSSION ITEMS:

A. Consider General Fund Reserve Report. Staff Recommendation: Forward report

to the City Council with recommendations to consider a new Parks Assessment
District and a Business License Tax. (Staff: Ron Ahlers)

5. ADJOURNMENT:

Date: November 10, 2016.

In compliance with the Americans with Disabilities Act, if you need special assistance to review an agenda or
participate in this meeting, including auxiliary aids or services, please contact the City Clerk’s Division at (805) 517-
6223. Upon request, the agenda can be made available in appropriate alternative formats to persons with a disability.
Any request for disability-related modification or accommodation should be made at least 48 hours prior to the
scheduled meeting to assist the City staff in assuring reasonable arrangements can be made to provide accessibility
to the meeting (28 CFR 35.102-35.104; ADA Title II).

JANICE S. PARVIN ROSEANN MIKOS, Ph.D. KEITH F. MILLHOUSE DAVID POLLOCK MARK VAN DAM
Mayor Councilmember Councilmember Councilmember Councilmember




ITEM 4.A.

FINANCE, ADMINISTRATION AND PUBLIC SAFETY COMMITTEE
AGENDA REPORT

TO: Finance, Administration and Public Safety Committee
Mayor Parvin and Mayor Pro Tem Pollock

FROM: Ron Ahlers, Finance Director
DATE: November 7, 2016 (FAPS Special Meeting November 16, 2016)

SUBJECT: Consider General Fund Reserve Report

SUIMMARY
On Juty 6, 2016, the FAPS committee considered the General Fund (GF) and Special
Projects Fund (SP) reserves (see attached). The discussion included the purpose of
the reserve and its appropriate uses. Staff recommended the reserve be set at one
year’'s annual General Fund operating expense, which is about $18.3 million for FY
2016-17 plus the $3 million in the General Fund. The current reserve, as of June 30,
2016, is about $29 million ($3 million General Fund and $26 million Special Projects
Fund). This leaves a remaining balance of about $8 million. This money can be used
for any one-time purpose such as capital improvement projects.

The City has struggled to balance its GF since the Great Recession began in 2008. GF
expenses increase at a faster rate than GF revenue. The City does not have control
over certain expenses; namely the hourly rates for the Ventura County Sheriff's contract
and the rates to CalPERS for retirement and health care premiums. GF revenue has
been diminished due to the following: the State taking funds, including Educational
Revenue Augmentation Fund (ERAF) and Pror ty Tax Administration Fund (PTAF)
fees totaling over $600,000 annually, the slow stagnant growth in the gene  economy
and the changing purchasing habits of the consumer (internet sales), low interest rates
on the City’s investment portfolio and growth in revenue not keeping up with inflationary
cost increases. Additionally, the State dissolved redevelopment agencies which
provided needed funds for certain capital improvement projects. The City’s goal is to
have GF revenues equal to or greater than GF expenses and not use any GF Reserve
or prior year operating surplus to fund GF operations.

As more people purchase items using Amazon and other retailers, the City loses money
since on-line purchases are sent to the County pools and not to the City. Amazon is
currently in the top ten sales tax generators for the County Pool. Another example,
Target is a retailer in town that also sells items over their web-site. In an article from
Internet Retailer, “Target Corp.’s online sales increased 23% year over year in the first
quarter of 2016 compared with a year-earlier rise of 38% online sales for the quarter
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ended April 30 accounted for 3.5% of the company's sales versus 2.8% in the year-ago
quarter on a comparable basis. The 3.5% online proportion, while up year over year, is
a decline from the 5% e-commerce penetration Target attained in the Q4 holiday period.
Target is No. 22 in the Interr=t Pgt~il~r 2012 Tan~ EnN ~uide  \While 3.5% of sales are
not significant today, the growtn rate will make it very significant within a few short
years.”

The City needs to increase GF revenues or reduce GF expenditures, on an on-going
basis.

BACKGROUND

Please reference the attached FAPS report from July 6, 2016, as revised on November
8, 2016, wherein the GF surplus and use of reserves is recorded for the past four years,
FY 2011-12 thru FY 2014-15. FY 2015-16 has been added to this report (see pages
10-11).

FY 2015-16 Surplus

Fiscal year ending June 30, 2016 saw the GF contribute $2,841,245 to the Special
Projects Fund. The surplus was due to $1,956,000 in revenues above estimates and
$539,000 in expenditures below budget along with adjustments to the fund balance.

One-time revenues arose from: rebate for the Sheriff's vehicle charges ($128,000),
MWD rebates for water conservation which the GF spent on turf conversion in FY 2014-
15 ($515,000)(7 is approximate amount was appropriated from General Fund Reserves
in FY 2014-15 and spent, therefore no net gain.), the settlement with the contractor of
the skate park { 200,000) and the final close out of the “triple-flip” ($397,000). On-going
property tax revenues increased by about $522 000.

For the expen tures side, the Police services contract came in under budget by
$183,000. Transfers to other funds were under budget by $220,000 for Community
Development, $320,000 for Parks Maintenance, $85,000 for LMDs. Transfers = Public
Works were over budget by $49,000.

FY 2016-17 to FY 2025-26 PROJECTIONS

Staff has prep: 2d a ten year projection of the General Fund estimated increases in
revenues and expenses and the resultant surplus or shortfall. A recession is highly
probable within the next ten years; however, a recession is not forecasted in these
numbers.

The assumptions for revenues are: property taxes up 2-3% annually, sales tax up 2%
annually (this may be optimistic given the rise in internet sales), investment earnings up
2% annually, various fees up 2% and other fees show no change. There is zero dollars
projected for Transient Occupancy Tax (TOT).
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In order to stabilize the General Fund, the City either needs to continue to reduce
operating expenses or increase revenues. Any significant increase in revenues
requires approval by the voters of the City of Moorpark. Staff recommends a new Parks
Assessment and a Business License Tax be put forward to the voters.

EXPENSE REDUCTION

As the FAPS committee is fully aware; the City has reduced expenses and staff
significantly since the “Great Recession” began in 2008. As a reminder, listed below
are a few items the City has accomplished.

Reduced full-time staff by eleven positions: nine management and two
competitive service.

Reduced or eliminated long term liabilities (PERS and OPEB) in order to reduce
annual operating costs.

Invested in new irrigation systems to reduce water consumption and reduce the
impact of ever increasing water costs.

The City could continue to reduce expenses:

1.

Delete employee recognition activities for both City employees $14,600
and contract law enforcement and volunteers in policing.

July 3 Event $18,000
The total cost of about $50,000 includes $16,000 for police

services with revenue offset estimated at $68,200. Net GF

revenue is projected to be $18,000 in FY 2016/17.

Arts Festival (minimal revenue offset) $4,000

Employee Training Reduction TBD
(FY 2008/09 was $400 per employee; FY 2016/17 is $200)

Reduce or eliminate costs for fountain at Tierra Rejada/

Mountain Trail $5,100
Reduce Government Channel expenses

A Discontinue all MPTV 10 operations $56,000
B. Televise only City Council meetings $15,000
C. Staff maintains BBS $10,000
Eliminate Active Adult Center Volunteer Recognition Meal $3,500

This is now a day time event.

Quarterly City Newsletter and Recreation Brochure
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A. Eliminate all four (4) quarterly newsletter/brochure issues $30,000
B. Eliminate two (2) quarterly newsletter/brochure issues $15,000
9. Eliminate GIS contract $16,000

10. Perform maintenance In-House for:

A Magnolia Park $6,600

B. Veterans Memorial Park $4,300

C. Walnut Acres Park $5,000

D. Home Acres Buffer $5,000

11.  Turn off 800 street lights, about 1/3 of total street lights $120,000
12. Reduce law enforcement contract

(1) 84-hour car to (1) 40-hour car w/o relief $348,000

(1) 84-hour car to (2) 40-hour cars w/o relief $88,000

13.  Reduce LLMAD subsidy and reduce maintenance $100,000

14.  Close Country Trail Park $56,000

15. Records Reorganization $ 15,000

16. Have Gas Tax fund the street lighting portion of the GF
subsidy for the Lighting and Landscape Maintenance
Districts. TDA Streets or HUT 2103 would 1en backfill the

Gas Tax. $130,000
REVENUE INCREASES
1. New Parks Maintenance Assessment District $300,000

At the Council meeting of November 18, 2015, the City
Council directed staff to return in early calendar year 2017 to
begin the process of establishing a new Parks Maintenance
Assessment District. The $300,000 estimate is based on a
$25 annual fee per single family equivalent (SFE) unit.

2. Transfer to the GF the interest earnings that would otherwise $125,000
accrue to the Endowment Fund. In establishing the
Endowment Fund, the City Council capped its interest
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earnings at 2% with the balance of any such earnings to
accrue to the GF. This proposal would transfer the
referenced 2% to the GF as well. Per City Council policy,
first 2% of interest goes to Endowment Fund. If this action is
selected, it's recommended that it be used for only one or
two years to minimize the impact on the Endowment Fund.
This was done in FY 2008/09 in the amount of $91,000, but
has not been utilized since.

3. NPDES Assessment $150,000
Establish an assessment for NPDES purposes. The other
nine cities and the County established such an assessment
in the 1990s. The City is projected to spend $182,355 from
the GF in FY 2016/17.

4. Increase fees for a variety of Recreation programs/activities $30,000
including youth camps. The most viable portion of this would
be increasing fees for youth camps held during the summer,
spring, and winter school breaks. Current revenue is
projected at $300,000; so a 10% increase would generate
$30,000 assuming the same number of participants much of
this would not be realized until FY 2017/18.

5. Charge Adjacent Property Owners for Sidewalk Repairs. $10,000
Many cities and counties have implemented a program that
charges the adjacent owners for damaged sidewalks. Much
of the damage is caused by tree roots. The City’'s current
policy is to make the first repair at City expense with all
subsequent repairs at the same location to be charged to the
adjacent property owner. With the maturing of many of the
front yard and parkway trees planted in the last 25 years, the
City will see a continuing increase for such repair work.
About 250 man hours per year are spent on grinding minor
uplifts in sidewalks.

6. Landscape Maintenance District Assessments. N/A at this time
The need for GF to supplement the assessments continues
to increase. If an assessment was approved for street lights,
the City could expect to receive about $175,000.

General tax revenues may be used for any purpose. General tax revenues include sales
tax, property tax, utility users tax and business license tax. Special tax revenues are
levied for a specific purpose. In order to adopt a new or increase an existing general
tax, a majority of those voting in the City must approve the tax in the same election in
which City Council members are elected. For a special tax, a two-thirds affirmative vote
of those voting in the City must approve the tax. The City Council directed staff to hire a
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consultant and pursue establishing a city-wide Parks Assessment after the November
2016 election.

Several of these tax measures are summarized below:

7. Municipalities may adopt additional increments of local sales $1,000,000
tax with the approval of two-thirds of voters for revenue for
specified services such as police and fire. A simple majority
vote would be required for general purpose revenues. An
additional 1/4% tax would produce approximately
$1,000,000 per year. As you will recall, the opinion survey
recently conducted by the City to assess support for a
potential tax measure showed that over 90 percent (90%) of
respondents were pleased with City services and Moorpark’s
quality of life. However, only about 54 percent (54%) of
voters were likely to support a ¥4 cent sales tax. Thirty-three
percent (33%) of those surveyed were “probably yes.”
Twenty-one percent (21%) of those surveyed were “definitely
yes”. With a 4.4 percent (4.4%) margin of error, the survey
results presented a marginal majority support for a ¥4 cent
sales tax measure. In March 2014, the City Council opted
not to place such a measure on the November 2014 ballot.
In Ventura County, the cities of Oxnard and Port Hueneme
have a 2% sales tax. The voters in the cities of Ventura
(1/12%) and Santa Paul (1%) on November 8, 2016,
approved sales tax measures.

8. Municipalities may adopt a business license tax. This tax $500,000

imposed on businesses for the privilege of doing business in
the City. It is most commonly based on gross receipts or
levied as a flat rate. The adoption of a business license tax
also requires voter approval with a simple majority. The City
currently collects a Business ..z2gistration fee that is I.....ted
to the recovery of administrative costs for its collection and
generates about $125,000 annually. A Business License Tax
enacted with a typical formula could generate approximately
$500,000 annually.

9. Municipalities may adopt a utility users tax. This tax $ unknown

imposed with simple majority voter approval (for general
purposes) on the residential and commercial consumers of
any combination of electric, natural gas, cable television,
water, cell phone, landline telephone and trash services.
Such taxes are imposed by ordinance as a percentage of
sales and typically collected by the utility provider. Staff has
no current calculation for this tax.
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10.

11.

12.

13.

Municipalities may adopt a parcel tax on real property. $ 220,000
Unlike the property tax, a parcel tax is not based on the
value of the property. Instead, parcel taxes are generally
based on a flat per-parcel rate. Parcel taxes always require a
two-thirds majority voter approval and are imposed for any
number of purposes including funding police services,
neighborhood improvement and revitalization and open
space protection. The Voter Opinion Poll did not test this
measure. Based on the number of parcels included in the
City’'s 2014-2015 General Taxing District (approximately
11,000), a flat rate of $10.00 per parcel would only generate
an additional $110,000 annually. An increase to $20 would
generate $220,000.

Municipalities may adopt a transient occupancy tax. $ unknown
Municipalities may impose the transient occupancy tax on

persons staying 30 days or less in a room(s) in a hotel, inn,

motel, tourist home, non-membership campground or other

lodging facility. The City has enacted a transient occupancy

tax that could generate an estimated $200,000 to $250,000

with the approved 112-room hotel project.

Municipalities may adopt other taxes. $ unknown
Other possible taxes include oil extraction and an apartment

tax. Many cities incorporate these as part of their business

license tax.

Technology surcharge on building permits. $ unknown
To reimburse the City for costs specifically related to
electronic development review and permit tracking.

POSSIBLE ACTIONS TO CONSIDER INCLUDE:

1.

Setting aside 5% of GF revenues (about $800,000) each year to a Capit:
Improvement and Maintenance Fund (CIMF) and juipment Replacement Fund
(ERF).
Confirm policy to formally establish GF Reserve amount; current policy/practice
is:

a. One year GF Revenue in SP Fund ($18 million)

b. $3 million in the actual General Fund Reserve
If 2) above is continued in effect, consider moving the approximate $8 million that
is in excess of $21 million to the proposed CIMF.
Staff is currently preparing cost estimates for the next 30 years for improvement
and maintenance needs for streets, parks/landscaping, buildings and facilities
and special projects that would need to be funded from the GF Reserve.
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5. Develop new and expanded revenues needed to maintain current service levels
with the assumption of 3% annual average cost increases.

a.

b.

C.

The City Council has previously directed that this topic be discussed in the
first quarter of 2017. At that time we’ll know the outcome of the VCTC
Transportation Sales Tax Measure. This measure, as proposed, is
estimated to provide $1.2 million annually to the City for street purposes.
Staff projects that in 5-7 years the City will need all of its TDA funds for
transit purposes. In FY 2016-17, it's estimated that $517,000 from TDA
would be available for street purposes. Federal and State road funding for
cities and counties has been declining. As reported in the June/July 2016
issue of Metro Magazine, the California Transportation Commission’s new
five-year state transportation funding plan cuts $754 million and delays
another $755 million in previously programmed surface transportation
spending due to the decrease of gas tax revenue as a result of lower gas
prices.

A City tax measure such as a business license tax or local sales tax could
not be placed before the voters until November 2018.

Assessments for parks, landscaping, and street lighting can be considered
at any time.

In summary, the GF Reserve has served to fill budget shortfalls, provide interest income
as revenue source and provide funding for otherwise unfunded capital and special
needs, while remaining available in the event of unanticipated events such as litigation
and economic downturns. It's critical to develop sufficient annual GF revenue to meet
operating needs and to be able to set-aside a portion of the annual GF revenue for long-

term capital

and maintenance needs while maintaining an appropriate reserve for

unanticipated needs without using the established GF Reserve.

FISCAL IMPACT

None.

STAFF RECOMMENDATION

Forward report to the City Council with recommendations to consider a new Parks
Assessment District and a Business License Tax and how to use the GF reserve excess

of $8 million.

Attachment:

Consider General Fund Reserve and Special Projects Fund Report,
dated June 24, 2016 for FAPS Special Meeting of July 6, 2016. This is
the REVISED November 8, 2016 report.





ATTACHMENT

FINANCE, ADMINISTRATION AND PUBLIC SAFETY COMMITTEE
AGENDA REPORT

TO: Finance, Administration and Public Safety Committee
Mayor Parvin and Mayor Pro Tem Pollock

FROM: Ron Ahlers, Finance Director

DATE: June 24. 2016 (FAPS Sbpecial Meetina Julv 6. 2016)

SUBJECT: Consider General Fund Reserve and Special Projects Fund Report

SUMMARY

Twenty years ago, the General Fund (GF) Reserve was about $4.5 million at June 30,
1995. In FY 2007/08, the City Council created a Special Projects fund for the purpose
of setting aside most of the General Fund Reserve for special projects. For this report
we shall use the term “GF Reserve” as meaning the combination of the General Fund
(GF) and Special Projects (SP) Fund. The current GF Reserve is $27.6 million as of
June 30, 2015. $3 million is maintained in the General Fund while the balance of the
GF Reserve, $24.6 million, is placed in the Special Projects fund. The past four years
have seen the City utilize the GF Reserve for a variety of projects and paying down of
liabilities.

The City has a GF revenue issue resulting from: the State taking funds, including
Educational Revenue Augmentation Fund (ERAF) and Property Tax Administration
Fund (PTAF) fees totaling over $600,000 annually, the slow stagnant growth in the
general economy and the changing purchasing habits of the consumer (internet sales),
low interest rates on the City’s investment portfolio and growth in revenue not keeping
up with inflationary cost increases. The goal is to not use any GF Reserve or prior year
operating surplus to fund GF operations.

The City has used GF Reserve funds to reduce liabilities down to zero. Recall the City
paid off the PERS unfunded liability and the retiree health care liability resulting in an
estimated annual GF savings of $114,000 and $94,000 respectively.

Over the past four years, the City has budgeted about $13 million and spent about $8.6
million. This means the City expended $8.6 million that would otherwise have been
added to the General Fund Reserve. To summarize by fiscal year:
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Agency (CJPIA) retrospective balances of $235,000, funding 50% of the School

Resource Officer by $108,000, along with many other expenses.

However, the net

effect to the fund balance over the four year period is only a decrease of about $2.1

million.

In FY 2012/13, FY 2013/14 and FY 2014/15 GF Reserve expenditures total
$7,101,033. Of this total, the Special Projects (4004) transferred $1,763,551 to the ERF
and paid $2,892,546 to CalPERS unfunded liabilities. The remaining $2,444 936 was
funded by the General Fund’'s net operating surplus.
operating surplus from the General Fund (1000).

General Fund  Special Projects

This is due to the annual net

Net Operating Investment
FY Surplus Earnings TOTAL
2011-12 1,499,523 3,800 1,503,323
2012-13 549,543 549,543
2013-14 412,822 61,895 474,717
2014-15 2,045 345 28,511 2,073,856
$ 4,507,233 $ 94,206 $4,601439

For this analysis, we begin with FY 2011/12 as the base year:

FY 2011/12

FY 2010/11 year-end, the GF Reserve combined fund balance on June 30, 2011 was
$27,743,410. FY 2011/12, GF Reserve increased by $1,507,123 ($1,503,323 plus

$3,800) to $29,246,733.

Fund Balance, 7/1/2011
Revenues

Expenditures

Net Operating Surplus

Fund Balance, before transfer
Transfer Excess to SP

Fund Balance, 6/30/2012

GF SP GF Reserve
3,000,000 24743410 27,743,410
16,252,443 3,800
1,499,523 3,800
4,499,523 24747 210
1,500,523
$ 26,247,733 $29,246,733

$ 2,999,000
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The GF net operating surplus was $1,499,523, primarily due to:

Budget to
Description Actual Explanation
Variance
REVENUES
Other Property Tax 442951 FY 2008/09 to 2010/11 Library Pass-thru
Franchise Fees 56,741 Increase from all franchise sources
Municipal Code Fines 65,382 Parking bail fee increase from $55 to $58
Other Admin Service Fees 193,038 CFDs & Vintage Crest Admin + PILOT
EXPENSES
e .
gzz?i:ae'spmfessm”a' 212,302 :lrlfggg ?er[r)oLprrrI;tln?t%r?nzll?é;gz;ysgsii? |
cost to VCAS ($17K); records reorg ($15K)
Property & Vehicle maint. 165,896 unspent appropriations
Utilities 85,170 unspent appropriations
Capital Outlay - Other Equip. 60,650 central irrigation equipment
Capital Grounds & Improve. 188,000 Deferred Phase 2 central irrigation system

$ 1,470,130
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FY 2012/13

FY 2012/13, GF Reserve increased by $524,451.

FY 2012/13, GF net operating surplus was $549,543.

Fund Balance, 7/1/2012

Revenues

Expenditures

Net Operating Surplus

Fund Balance, before transfer

Transfer Excess to SP

GF SP GF Reserve
2,999,000 26,247,733 29,246,733
15,582,180
549,543 0
3,548,543 26,247,733
524,451

Fund Balance, 6/30/2013

$ 3,024,092 $26,772,184 $ 29,796,276

FY 2012/13 GF revenues decreased $670,269 compared to FY 2011/12. Despite this
decrease in revenue, the GF had a positive net operating surplus of $549,543. The

decrease in revenues is primarily as shown:

- 201112 2012n3  vananee
Description increase /
Actual Actual

(decrease)
Property Taxes 6,943,274 6,776,728
Sales Taxes 3,479,636 3,606,031 126,395
Investment Earnings 381,145 80,574
Cost Plan 2,191,800 1,864,699
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FY 2012/13 GF expenditures increased $279,712, primarily due to:

- 201112 2012n3  Yanance
Description increase /
Actual Actual
(decrease)
Salaries & Benefits 4,156,631 4,371,040 214,409
Legal Services 103,025 188,926 85,901
$ 300,310

FY 2013/14
FY 2013/14, GF Reserve decreased by $1,288,834

$1,763,5651 was transferred to the ERF. This was partially offset by $412 098 from
excess GF net operating surplus and $61,895 investment earnings.

FY 2013/14 GF net operating surplus was $412,822.

GF SP GF Reserve
Fund Balance, 7/1/2013 3,024,092 26,772,184 29,796,276
Revenues 16,393,080 61,895
Expenditures
Net Operating Surplus 412,822
Fund Balance, before transfer 3,436,914 25,070,528
Transfer Excess to SP 12,098

Fund Balance, 6/30/2014 $3,024,816 $25482,626 $28,507,442






FAPS November 16, 2016
Page 7

FY 2013/14 revenues increased by $810,902 from FY 2012/13 levels primarily from

Variance

2012/13 2013/14 increase /

Description Actual Actual (decrease)
Property Taxes 6,776,728 6,841,765 65,037
Sales Taxes 3,606,031 3,785,246 179,214
Investment Earnings 80,574 338,740 258,166
Cost Plan 1,864,699 1,938,300 73,601
Administration Fees 351,720 467,090 115,370
Expense Reimburse* 79,255 205,967 126,712
$ 818,101

* MUSD reimbursements for SRO

FY 2013/14 revenues exceeded FY 2011/12 revenues by $140,637 primarily due to
50% reimbursement from MUSD for SRO position.

FY 2013/14 expenditures increased by $947 621 compared to FY 2012/13 and may be
traced to the following:

Per 2013/14 list of GF Reserve appropriations 1,599,954
Adjust paid in2014/15 AVRC Gym upgrades

Net 2013/14 $ 1,504,530
Increase in Sheriff Contract 129,915
Increase Legal services (HR/Pindler/Grimes) 79,127

Decreased Tranfers to CD/Parks/LMD/Engr

Decreased Salary & Benefits (Accountant I)

Decreased Contribution East County Courthouse

No election expenses L

2013/14 expenditure increase $ 1,100,797
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FY 2014/15

Although the FY 2014/15 GF net operating surplus was $2,045,345; the GF Reserve
declined by $818,690 for the following reasons. Recall the City paid off the CalPERS

unfunded liability by $3.6 million ($2.9 million from the GF Reserve).

The GF net

operating surplus for the period is $2,045,345. Revenues were higher by $616,617 and
expenditure savings amounted to a little over $1M.

Excess GF net operating surplus of $2M was transferred to SP. This offset the payment

for CalPERS unfunded liability.

Fund Balance, 7/1/2014
Revenues

Transfer from SP
Expenditures

Net Operating Surplus

Fund Balance, before transfer
Transfer Excess to SP

Fund Balance, 6/30/2015

GF SP GF Reserve
3,024,816 25,482,626 28,507,442
17,009,699 28,511
2,892,546
2,045,345
5,070,161 22,618,591
2,021,224
$ 3,048,937 $24639,815 $27,688,752
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FY 2014/15 revenues increased by $616,617 from FY 2013/14.

2011/12, revenues increased by $757,254.

Compared to FY

. 201314 201415 Vanance
Description increase /
Actual Actual
(decrease)
Property Taxes 6,841,765 7,355,567 513,802
Sales Taxes 3,785,246 3,645,847
Other State Funds* 20,919 166,619 145,700
Franchise Fees 1,222,759 1,284,265 61,506
Investment Earnings 338,740 252,423
Other Comm Svc Fees™* 54,090 158,779 104,689
$ 599,981

* SB90 reimbursements fr FY01/02 - FY13/14
**Vintage PILOT+Admin fees

FY 2014/15 expenditures decreased by $1,015,904 from FY 2013/14 or $211,434 more
than FY 2011/12.

2014/15 GF Reserve list 556,969
Add: AVRC Gym 95,424
sub-total $652,393
No 2014/15 OPEB contribution

Decrease Salary & Benefits Recreation FT

Decrease Work Comp & General Liability

Decrease Legal services

Decrease Contractual services™

Decrease Capital expenses

Decrease Transfers to CD, Parks, Eng

Adjustment for doubtful accounts .

* Contractual Services

Animal services 17,507
AVRC janitorial 12,000
Opinion survey 20,075
EQOC training 9,500
S&P Rating fee 17,000
Housing element consultant 17,780
Engineering svc -AVRC retaining wall/lbase m 24,345

$ 118,207
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FY 2015/16

Although the FY 2015/16 GF net operating surplus was $2,201,7" 1, the GF Reserve
declined by $28,640 for the following reasons. Recall the City paid off the CalPERS
unfunded liability by $3.6 million ($2.9 million from the GF Reserve). The GF net
operating surplus for the period is $2,201,524. Revenues were higher by $2,276,137
and expenditure savings amounted to a little over $1M.

Excess GF net operating surplus of $2.8M was transferred to SP.

GF SP GF Reserve
Fund Balance, 7/1/2015 3,048,937 24,639,815 27,688,752
Revenues 19,285,836
Transfer from SP
Expenditures
Net Operating Surplus - 2,201,524
Fund Balance, before transfer 5,250,461 24 321,184
Prior Period Adjustment 611,086
Transfer Excess to SP 2,841,245

Fund Balance, 6/30/2016 $3,020,302 $27,162,429 $30,182,731
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FY 2015/16 revenues increased by $2,276,137 from FY 2014/15. Compared to FY
2011/12, revenues increased by $3,033,393.

- 2014/15 2015/16 Variance
Description increase /
Actual Actual
o (decrease)
Property Taxes 7,355,567 7,923,966 568,399
Sales Taxes 3,645,847 4,046,485 400,638
Investment Earnings 252,423 694 919 442 496
Other State Funds* 166,619 56,609
CostPlan 1,960,790 2,110,213 149,423
Expense Reimbursements 240,594 871,889 631,295
Restitution/Insurance 22,014 219,073 197,059
$ 2,279,300

* SB90 reimbursements fr FY01/02 - FY13/14

FY 2015/16 expenditures decreased by $772,590 from FY 2014/15 or $2,331,392 more
than FY 2011/12.

2015/16 GF Reserve list 191,375

Decrease Salaries Full-time
Decrease PERS Contributions

Increase OPEB Contributions 372,167
Increase Police Services 143,979
Incre  : DonationoflLand to ~tyHor ng 11734
Increase Landscape Services 205,194

Decrease Capital expenses

DISCUSSION

It has always been the City’s practice to maintain no less than one year’s General Fund
Operating Budget as a reserve. For FY 2015-16, this is about $18 million. The GF
Reserve is not likely to grow except if budgeted projects are not completed in a specific
year because annual GF revenues are fully needed for basic operations, which includes
spending the GF Reserve investment income. There is concern that the real value of
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the GF Reserve is losing value relative to inflation. In addition, annual GF revenue
provides little if any funding to be set aside for capital and long-term maintenance
needs. The City Manager's Budget Message contains additional reasons for this
including parks maintenance and law enforcement expenditures exceeding GF revenue
growth and declining gas tax and community development revenues.

The City has used the GF Reserve judiciously by limiting it to one-time purchases of
goods and services, funding capital projects or by paying off liabilities. GF Reserves
were not used for recurring or operational expenses, except when needed to help
balance the succeeding year's budget. This has been the case for the last four fiscal
years. The City has relied on conservative budget practices and setting aside one-time
funding sources, including those from new development to grow the GF Reserve. As
previously stated, the City uses investment earnings from the GF Reserve as an
operating revenue source. In past years, this was a critical revenue source; but as you
know, over the last several fiscal years, this has been severely impacted by low interest
rates.

The table below shows the last eleven years of investment earnings.

Variance
Increase |
Fiscal Year Receipted Amount Percent
2005-06 574,352
2006-07 1,138,952 564,600 98.3 %
2007-08 784,124
2008-09 719,611
2009-10 304,989
2010-11 299,920
2011-12 381,145 81,225 271 %
20° 13 80 '4 *
~713-14 338,740 258,166 320.4 %
2014-15 252,423
2015-16 694,919 442 496 175.3 %
2016-17 est. 450,000

* Audit adjustments from the prior year were posted in FY 2012-13.

Funds in the GF Reserve as well as the Endowment Fund are primarily the result of
one-time revenues related to land development. As the City builds out, the opportunity
for such revenue will decline and then be exhausted. It is truly one-time revenue. It will
be at least thirty (30) years before any expansion of the City and potential development
are likely to be considered and even longer to actually occur. With this in mind, the
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current GF Reserve is most likely at or near its peak and should be carefully
programmed for use over the next thirty (30) plus years.

The Endowment Fund will continue to grow as new development occurs, but as you are
aware, this non-recurring revenue is intended as the primary source for the Library, City
Hall, AVRC and gym expansion, pool and open space acquisition. There is a fund
balance of about $13.5 million as of June 30, 2015. Staff estimates about $20 million in
revenue over the next 20 years. The Endowment Fund has previously funded all or
most of the Police Services Center, Moorpark Public Services Facility (City Yard) and
open space acquisition. In addition to the GF Reserve and Endowment Fund, the City
also has set-aside about $291,000 in the Municipal Pool Fund and $3.6 million in the
City Hall Construction Fund.

While the GF Reserve may appear to be large, there are numerous community needs
that need to be addressed in the near future. These include street maintenance and
reconstruction, park improvements and non-routine building maintenance needs.
According to the City’s June 30, 2015 Comprehensive Annual Financial Report (CAFR),
the value, excluding land, of streets and buildings is $52.0 million and $38.7 million,
respectively. The City has 17 parks and excluding restroom structures and commercial
and residential rental properties, the City owns and maintains 14 buildings at six
locations: City Hall/Community Center/Active Aduit Center and Library; High Street Arts
Center, Police Services Center; Ruben Castro Human Services Center; Moorpark
Public Services Facility and Arroyo Vista Recreation Center and gym. The City also
owns and maintains three parking lots (soon to be four) on High Street and is
responsible for maintenance of the Metrolink parking lots and station. While the City
has been careful in its use of the GF Reserve, the decision to use it for specific
purposes has generally been done without considering the totality of all potential needs.
The City cannot do everything it wants to do with the GF Reserve. There is a limit. In
addition, the City historically has relied on the interest income from the GF Reserve as a
revenue source for its operating budget. Future anticipated needs for use of GF
Reserve include:

1. Street maintenance including slurry seal, asphalt overlay, concrete sidewalk,
curb and gutter repair/replacement and traffic signal upgrades as well as three
(3) bridges

2. Annual ERF contribution

3. Disaster relief

4 Litigation

5. Master Drainage Study

6. Records management and converting records to electronic format

7. Comprehensive Municipal Code update

8. Addition of GIS layers

9. Updating the General Plan Land Use, Circulation and OSCAR elements

10. Purchase of former Moorpark Redevelopment Agency (MRA) properties

11. Street light acquisition and conversion to LED lighting

12. Tierra Rejada Road and Campus Park Road landscaping rehabilitation





FAPS November 16, 2016
Page 14

13. Park and building upgrades and replacement including roofs, HVAC systems,
irrigation systems and playground equipment

14. Swimming pool and splash pad

15. Downtov revitalization

16. Utility un 2rgrounding

17. Back-up generators

18. Parkway and median landscaping refurbishment

19. Economic Development activities

The GF operating surplus from one year has been rolled into the next year to balance
the GF budget for the last four fiscal years. The GF operating savings has also been
expended on capital deferred maintenance items. Over the last several years, on
average, only about four percent (4%) of the annual GF budget is available for capital
and special projects. The Council is aware that the GF revenues are relatively flat and
not keeping up with demand for services and increasing costs, including:

Public safety

Parks maintenance

Declining revenue in Community Development

Street Lighting

Parkway and median landscaping

Library

New and expanded facilities and parks

Increasing impact of Cost Allocation Plan on several funds
Street maintenance

The City needs to plan for the long-term replacement and maintenance of buildings,
park improvements and streets. The City is not currently setting any money aside for
capital needs other than the ERF needs. Even the ERF should be funded annually from
the GF operating budget and not the GF Reserve. It's been reported that spending by
State and local governments on all types of capital items fell from 2.4% of GDP in the
20( to 1.9% in 2014. Tt W n 1 it lac® T infri uctu

investment by gor nments ¢ past In Moorg the 'k play
equipment, which has a useful life of fifteen (15) years and an approximate replacement
cost of $150,000, will cost about $2.5 million over the next fifteen (15) years. ..1e Police
Services Center (PSC) built in 2005 probably has a useful life of fifty (50) years. The
PSC was built from fees on new development. Under current development projections,
it's unlikely this source of funding will be available to construct a replacement structure.

Possible actions to consider include:
1. Setting aside 5% of GF revenues (about $800,000) each year to a Capital
Improvement and Maintenance Fund (CIMF) and ERF.
2. Confirm policy to formally establish GF Reserve amount; current policy/practice
is:
a. One year GF Revenue in SP Fund ($18 million)
b. $3 million in the actual General Fund Reserve
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3. If 2) above is continued in effect, consider moving the approximate $6.5 million
that is in excess of $21 million to the proposed CIMF.

4. Staff is currently preparing cost estimates for the next 30 years for improvement
and maintenance needs for streets, parks/landscaping, buildings and facilities
and special projects that would need to be funded from the GF Reserve.

5. Develop new and expanded revenues needed to maintain current service levels
with the assumption of 3% annual average cost increases.

a. The City Council has previously directed that this topic be discussed in the

b.

C.

first quarter of 2017. At that time we’ll know the outcome of the VCTC
Tra ;portation Sales Tax Measure. This measure, as proposed, is
estimated to provide $1.2 million annually to the City for street purposes.
Staff projects that in 5-7 years the City will need all of its TDA funds for
transit purposes. In FY 2016-17, it's estimated that $347,000 from TDA
would be available for street purposes. Federal and State road funding for
cities and counties has been declining. As reported in the June/July 2016
issue of Metro Magazine, the California Transportation Commission’s new
five-year state transportation funding plan cuts $754 million and delays
another $755 million in previously programmed surface transportation
spending due to the decrease of gas tax revenue as a result of lower gas
prices.

A City tax measure such as a business license tax or local sales tax could
not be placed before the voters until November 2018.

Assessments for parks, landscaping, and street lighting can be considered
at any time.

In summary, the GF Reserve has served to fill budget shortfalls, provide interest income
as revenue source and provide funding for otherwise unfunded capital and special
needs, while remaining available in the event of unanticipated events such as litigation
and economic downturns. It's critical to develop sufficient annual GF revenue to meet
operating needs and to be able to set-aside a portion of the annual GF revenue for long-
term capital and maintenance needs while maintaining an appropriate reserve for
unanticipated needs without using the established GF Reserve.

CiIer Al IRADANCMNT

None.

STAFF RECOMMENDATION

Forward report to the City Council with recommendations for consideration.











