AGENDA STAFF REPORT

June 3, 2021

TO: Mayor and City Council

/
APPROVED BY: Miguel Figueroa, City Manager //%
PREPARED BY: Karla E. Lobatos, Finance Director

SUBJECT: Proposed Budget for Flscal Year July 1, 2021 to June 30 2022

Recommendation:

This report introduces the 2021-22 Proposed Budget and continues the annual budget process. Budget
hearings with individual program departments will be scheduled next week to provide additional detail on
program budget requests. After receiving City Council feedback, the final budget resolution for City
Council consideration is scheduled for June 16, 2021.

Background:
The 2021-22 Citywide budget proposes annual expenditures of $143 million. This includes General Fund
operating expenditures of $16 million, enterprise and other operations of $20 million, debt service of $6

million, and a capital improvement program of $100 million.
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Discussion & Analysis:

General Fund

The General Fund is the primary operating fund of the City. Unrestricted property tax,
sales tax, and other revenues pay for Police, Fire, Development, Library, Recreation, a AGENDA
portion of Public Works, and City Administration. The proposed General Fund budget

is balanced and sustains fiscal recovery and current services. Revenue projections ITEM
assume that current Covid border crossing restrictions are released and that revenues

will approach pre-Covid levels. Some very basic program expenditure support has

been added/restored after five lean/rebuilding years. Some restored costs include 1

police POST training, building/kennel repairs, park restroom repalrs and office
equipment replacement.




The City has completed a 5-year work-out plan and has rebuilt its fund balance to a projected $1

million/8% reserve as

of June 2021. If/iwhen one-time Federal Covid relief becomes available to backfill

the City’s lost Covid tax revenues, this reserve is projected to grow to $2 million.

General Fund Operating Reserve Trend
(Includes Measure H)
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The proposed 2021-2

2 budget balances expenditures with available revenues. However, Departments

have requested an additional $3 million in annual program expenditures that would take spending back

to the 2015 level when spending exceeded revenues and depleted reserves.

expenditure requests
services.

Most new program
have been deferred until sustainable revenues are available to support additional

General Fund Revenue/Expenditure Trend
(Includes Measure H)
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Departments have requested 22 new General Fund staff positions for 2022 that would increase staffing
levels to the 2015 level that caused $4 million/year in annual losses. New General Fund positions are
deferred at this time. The proposed budget holds 2022 staffing level with 2021.

General Fund Authorized Staffing Trend
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The City has accumulated long-term debt for employee benefits and other operating costs that were
earned/incurred in prior fiscal years. While these debts have been paid down, the remaining obligations
for pension and retiree medical benefits face growing annual cash flow requirements that constrain the
City’s ability to sustain existing service levels.
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The City has updated its 5-year General Fund financial projection to include these growing long-term
operating costs and other capital requirements. Revenues with 2% annual growth are less than the
projected cost of existing staffing/ services because of growing CalPERS/retiree medical costs. New
annual revenues/development of $500,000+/year could sustain existing staffing/services.

General Fund 5-Year Projection
(Includes Measure H)
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General Fund revenues are substantially derived from property and sales taxes. When combined with
Measure H, they comprise 70% of the City’s unrestricted revenues. '

General Fund Revenues

2020-21 2021-22
Property Tax S 6,017,509 S 6,077,935
Sales Tax 3,575,000 4,115,000
Other General Revenues 2,580,220 2,640,462
Program Revenues 2,746,317 3,129,451
Measure H Transfer 423,000 848,000
Federal Covid Relief 1,000,000 -

$ 16,342,046 S 16,810,849



General Fund expenditures are substantially used to pay for employee salaries, benefits, CalPERS, and
retiree medical payments (79%) while the remainder is for operating expenditures including materials,
maintenance, contracts, insurance, and office costs. The proposed budget allocates 59% of expenditures
to public safety.
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Federal Covid Relief .

2021 Federal "Coronavirus State and Local Fiscal Recovery Funds” are anticipated to be available to
support City operations starting in late 2020-21. Eligible uses are being explored to maximize General
Fund relief and to support City-wide services. Plans will be further developed as federal implementation
rules become available.

Water/Wastewater Operations

A 5-year fee schedule increases Water and Wastewater revenues by 2% each year through 2025.
Revenues are pledged to the 2021 Water/Wastewater Revenue bonds issued to fund water/wastewater
treatment plant improvements and other capital projects. The proposed budget maintains the existing $3
million operating reserve for each program.

Water Wastewater
Revenue/Customer Fees S 8,381,000 $ 6,070,000
Salaries and Benefits (3,242,873) (1,933,309)
Operating Costs (2,923,774) (2,236,359)
Transfer for Bond Debt Service (826,650) (1,151,900)
Transfer to Capital Fund (1,387,704) (748,432)
0 (0)

Ending Operating Reserve $ 3,000,000 $ 3,000,000



Capital Program

The 2021-22 capital program invests $100 million into the community through 43 capital projects. The
S-year capital program totals $143 million. Funding is from water/wastewater bonds, customer fees,
grants, and development fees. Major projects include:

Second Street Bridge Widening $ 3,841,192
Street Overlay 3,400,000
Heber Park Expansion 5,701,000
New River Improvement Project/Calexico Reach 26,282,000
Fire Station 3,738,684
Water Clarifier and Filter System 6,000,000
Water Distribution Expansion 3,500,000
Wastewater Plant Expansion/Upgrade 15,276,000
Sewer Manhole/Collection System ' 3,630,000
Other Projects 28,917,662

$100,286,538

To implement this significant 5-year CIP program, two new FTE staff positions are proposed for 2021-
22. Staff time will be allocated to CIP projects as incurred. The positions are allocated in the Local
Capital Fund #411.

Also, in 2021-22, the City anticipates the sale of a Water Tower. Upon receipt, these one-time revenues
are allocated for one-time capital outlay for vehicle/equipment replacements in General Fund programs.

Reserve Policy

The draft budget resolution recommends that the City Council maintain and increase its operating reserve
policies for its key operating funds. The resolution recommends that the General Fund maintain its one-
month reserve policy (8% of annual expenditures) and increase this reserve with potential one-time
Federal Covid Relief revenue backfill to 12% (1 ¥2 months of operations) iffwhen available. The resolution
also recommends continuing the existing reserve policies of 8% of annual operating expenditures (one
month) for the Internal Service self-insurance funds and the $3 million operating reserve policies for the
Water and Wastewater Funds.

Coordinated With:
All City Departments.
Attachments:

1. Fiscal Year 2021-22 Proposed Annual Budget.



