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AGENDA STAFF REPORT 

DATE: May 6, 2020 

TO: Mayor and City Council 

APPROVED BY: David B Dale, City Manager 

PREPARED BY: Karla E. Lobatos, Finance Director ~ 

SUBJECT: Presentation and Discussion of Proposed Budget for Fiscal Year July 1, 2020 to 
June 30, 2021 

============================================================================= 
Recommendation: 

The objective is to introduce the 2020-21 Proposed Budget and to start the annual budget process. 
Budget Hearings with individual program departments will be scheduled later in May to provide 
additional detail on program budget requests. After receiving City Council feedback, the final budget 
adoption will be scheduled in June. 

Background: 

The 2020-21 City-wide budget proposed annual expenditures of $102 million. This includes operating 
expenditures of $41 million and a capital improvement program of $61 million. 

Discussion & Analysis: 

The General Fund budget anticipates a positive fund balance for the first time in five years after 
retirement of its 2016 inter-fund operating advance. The proposed budget continues to improve the 
City's financial position and includes a 5-year fund projection as a planning model that shows a path to 
achieving an 8% (one month) operating reserve over the next five years. General Fund revenues, in 
particular sales tax revenues, have increased with the completion of street improvements that have 
improved access to the City and its retail establishments. Sales tax gains early in 2019-20 are partially 
offsetting virus-related revenue impacts and community sheltering-in-place that bring an uncertain 
timeline for recovery. The City is fortunate that for now, revenues are conservatively projected to cover 
current operations and payroll. However, until revenues fully recover to pre-virus levels, the proposed 
budget defers $473,000 of new spending requests submitted by departments for vehicle and equipment 
replacements, park maintenance improvements, and programing at the Cultural Arts Center. Revenues 
will be closely monitored and adjusted during the year to stay current with virus impacts. Finance staff 
will continue to return to City Council quarterly with updates and to request 
authorization to proceed with listed new program spending when the community is 
re-open and revenues have stabilized. 

A draft budget resolution recommends that the City Council establish operating 
reserves for the General Fund and Internal Service Self-Insurance funds at an 
amount to cover one-month or 8% of annual expenditures. The resolution also 
recommends continuing the existing operating reserve policies for the Water and 
Wastewater Funds. 
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Coordinated With: 

All City Departments. 

Attachment(s): 

1. Fiscal Year 2020-21 Proposed Annual Budget. 


