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AGENDA STAFF REPORT

SUBJECT: Fiscal Year 20192-20 15t Quarter Budget Status Report and Proposed

Budget Amendment
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Recommendation:
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It is recommended that the City Council receive a briefing on the 1%t quarter status of the FY

2019-20 Budget and consider a resoiution to amend the FY 2019-20 Budget.

Background:

The City Council adopted the City's FY 2019-20 budget on June 28, 2019. A 1st quarter budget
report is provided to update the General Fund’'s Fund Balance projection for preliminary FY
2018-19 (unaudited) resuits and to monitor budget compliance through the 1t quarter of the
fiscal year. A budget amendment is proposed to apply the FY 2018-19 revenue surplus to the
retirement of the remaining debt balance of the City's Wastewater Working Capital Advance.
With this proposed debt retirement, the City’s General Fund will demonstrate its improved fiscal
heaith and will be positioned to have a positive Fund Balance at June 2020 for the first time

since 2014.

Discussion & Analysis:

2019-20 City-wide Year-to-Date Expenditures

The City has completed the first quarter of the 2019-20 fiscal year on track with the
annual expenditure budget plan. A summary of city-wide year-to-date expenditures
by fund is presented in Attachment A. The General Fund has expended 25% of its
budget through September, 2019, with 75% of the expenditure budget remaining for
the balance of the fiscal year. This reflects effective expenditure control practices by
City departments, Program expenditures outside of the General Fund are largely
dependent upon the timing of capital projects. The most significant capital spending
to date has been a $2.3 million for the Street Overlay project (#2356, Measure D Bond
Fund #402).
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2018-19 General Fund Preliminary {Unaudited) Results and Updated Fund Balance Projection

The 2018-19 Year-end Ciose process is progressing well. Staff has focused efforts on preparing
preliminary results for the General Fund because of its importance to the City's overall financial
condition. With the completion of this report, efforts will return to completing the year-end
process for the grant, debt, capital, utility, and self-insurance programs that operate outside of
the General Fund.

The General Fund has ended the 2018-19 year with a net fund balance position favorable to
both the 2018-19 budget and to the June 30, 2019 beginning fund balance assumption used to
prepare the 2019-20 budget. A summary of current projections for the General Fund is
presented in Attachment B.

The June 2019 fund balance projection continues to strengthen and has improved to less than
a $500,000 deficit level. In 2016, the City adopted a five year work out plan with inter-fund
borrowing to resolve a substantial $4 million fund balance deficit that accumulated during the
2015 and 2016 fiscal years. Although the June 2019 General Fund balance is still a deficit, after
three years of very careful expenditure control, the City is now operating ahead of its 5-year
workout plan and is on track to complete repayment of its working capital advance from the
Waste Water fund one year early and return to a positive total fund balance by June 2020.

The General Fund achieved its 2018-19 fund balance improvements through favorable revenues
that have been partially offset by a one-time $400,000 supplemental expenditure contribution to
the City's self-insurance program to cover anticipated claims. Total revenues of $16.8 million
exceeded total expenditures of $16.2 million, for a net annual increase in fund balance of $0.6
million,

General Fund Revenues

A summary of General Fund revenue history and projections is presented in Attachment C.

Total 2018-19 General Fund annual revenues have reached $16.8 million. The largest, key
revenue sources of Property Tax and Sales Tax have tracked very close to budget projections.
A one-time transfer of $0.6 million of surplus funds from the City's Solid Waste fund has
substantially contributed to the net increase in revenues above budget projections. The
approved 2018-20 revenue budget of $16.2 million continues to appear achievable based upon
ongoing 2018-19 revenue results. 2019-20 revenue projections are on track and updates are
not proposed at this time,

2018-19 General Fund Expenditures

A summary of General Fund expenditure history and projections by department are presented
in Attachment D, Total 2018-19 General Fund expenditures of $16.2 million included $15.8
million of on-going program costs and also a one-time $400,000 supplemental contribution to
the City's self-insurance program to cover claim losses. The City has been self-insured since
2016 and carefully tracks and maintains claim reserves o meet actuarial projections. Al
program deparntments have operated within approved appropriations with the exception of the
non-department program which has absorbed the supplemental insurance fund contribution.
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Total 2018-15 General Fund expendifures have been covered by current year 2018-19
revenues.

2019-20 General Fund Expenditure Budget Amendment

A 2019-20 expenditure budget amendment is proposed to strategically apply the 2018-18
revenue surpius to the 2019-20 early debt retirement of the General Fund’s inter-fund borrowing
from the Wastewater Fund. Early repayment will save one year of interest expense and will
create new budget capacity in the next year's 2020-21 budget. This 2020-21 budget capacity
will help the Cily cover anticipated annual increases in CalPERS pension contributions and
retiree medical program costs while maintaining and improving other General Fund programs.

Specifically, the General Fund debt service expenditure account #111-10-180-57001/2 is
proposed for amendment as follows:

$ 742,554 Current Balance

$ 727995 Proposed Amendment

$1,470,549 Adjusted Balance
Fiscal Impact:

2018-19 General Fund results are favorable {0 budget projections. The budget surplus is
proposed to be used to strategically retire the remaining balance of the General Fund’s interfund
borrowing from the Wastewater Fund. This prepayment will save interest and create new 2020-
21 budget capacity to maintain and improve other General Fund programs. With this proposed
debt retirement, the City’'s General Fund will demonstrate its improved fiscal health and will be
positioned to have a positive Fund Balance at June 2020 for the first time since 2014. The
General Fund balance reserve at June 2020 is currently projected at $747,000, or 5% of the
annual expenditure budget.

Attachments:

1. Resoiution of the City of Calexico Approving a 2019-20 Midyear Budget Amendment —
A. 2018-20 City-wide Expenditures — Summary of Year-to-Date Expenditures by
Fund
B. General Fund - Fund Balance Projection
C. General Fund - Revenues :
D. General Fund - Expenditures by Department



RESOLUTION NQO. 2019-

RESOLUTION OF THE CITY OF CALEXICO APPROVING
A 201920 MIDYEAR BUDGET AMENDMENT

WHEREAS, the City Council adopted the 2019-20 Annual Budget on June 28, 2019; and

WHEREAS, the City Manager has prepared a ¥ Quarter 2019-20 budget update to brief
City Council on the City’s budget status; '

WHEREAS, the City Manager has proposed a 2019-20 budget adjustment as listed below;

NOW, THEREFORE, BE IT RESOLVED, DETERMINED AND ORDERED by the
City Council of the City of Calexico as follows:

1. The 2019-20 expenditure budget for the City of Calexico is amended as follows:
Generai Fund/Repayment of Wastewater Fund Advance/ #111-10-180-57001/2

$ 742,554 Current Balance

$ 727,995 Proposed Amendment

$1,470,549  Adjusted Balance

PASSED AND ADOPTED at a meeting of the City Counci! of the City of Calexico this
23rd day of October, 2019.

Bill Hodge, Mayor

ATTEST:

Gabriela T. Garcia, City Clerk

APPROVED AS TO FORM:

Carlos Campos, City Attorney



STATE OF CALIFORNIA )
COUNTY OF IMPERIAL ) §5.
CITY OF CALEXICO )

I, Gabriela T. Garcia, Deputy City Clerk of the City of Calexico do hereby certify that the
was passed and adopted by the City Council on the
23rd day of October, 2019 by the following vote to-wit:

AYES:
NOES:
ABSTAIN:
ABSENT:

Gabriela T. Garcia, City Clerk
























