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@
Lo Quintz,

— GLEM of the DESERYT —

It is my pleasure to present to you the City of La Quinta, Successor to the La Quinta
Redevelopment Agency, and La Quinta Financing Authority Budgets for the 2014/2015 Fiscal
Year. This document represents a comprehensive statement of the City’s and Agency’s goals
for the Fiscal Year, and the personnel and financial commitments needed to achieve these
goals.

The City has undergone a multitude of changes over the past few years. Our once bustling
economy, which brought needed revenue, saw a dramatic drop with the onset of the
recession. That onset sparked the resizing of City Hall, reduction of services, reduction of
across-the-board expenses, and a dramatic turnaround in the way we do business. With
Council’s guidance, we became a City who worked lean and smart, did more with less, and
invested in training and services to ensure there was the right balance between the
community’s needs and the services we provided. To that end, an investment in technology
began to bring the City into the 21st century and has culminated in on line services including
permit tracking, licensing, and increased transparency.

During City Hall’s transition, the economy slowly improved and I’'m pleased to say revenues
are now slightly up; however, the State’s prevailing wage amendment coupled with rising
contract costs for police services have taken a toll. It is imperative that we actively seek out
more sources of revenue to ensure long-term fiscal solvency. While development of
SilverRock will ultimately produce increased revenue, outreach programs to new and existing
businesses has begun to further assist revenue-making efforts.

I would like to thank the City Council for its guidance during the budget process. I'd also like
to express my appreciation to the Finance Director and the Finance Department for their work
on this document. This budget reflects the Council’s dedication to providing excellent services
to residents and visitors, and to ensure that the City of La Quinta continues to be the Gem of
the Desert.

City Manager



City of Ly Quinte

/ SA / HA | FA MEETING DATE: May 19, 2015 AGENDA CATEGORY:

ITEM TITLE: FISCAL YEAR 2015-2016 PROPOSED  BUSINESS SESSION:

BUDGET CONSENT CALENDAR:

STUDY SESSION:

PUBLIC HEARING:

RECOMMENDED ACTION:

As this is a study session item, no action is recommended.

EXECUTIVE SUMMARY:

e The Fiscal Year (FY) 2015/2016 Proposed Budget was developed with all
departments directed to maintain flat budgets.

e Compared to the FY 2014/2015 Adopted Budget, revenues are
approximately 3.7 percent higher and expenditures are approximately 3.9
percent higher.

e The most significant expenditure increases are: $839,500 in public safety
contract costs; $163,300 to fund employee performance pay and
performance steps, and CalPERS’ rate increases; and $148,200 in contract
maintenance costs due, in large part, to the State mandate to pay prevailing
wages for these services.

e Revenues are expected to exceed expenditures by $87,200.

e Not included in the proposed budget is $92,600 to facilitate department
staffing needs, $25,000 to expand the employee wellness program, and a
$7,500 request from the Old Town Artisan Studio for programming
assistance.

e The proposed budget is developed with the input of all Department Directors
and their key staff. The Executive Team decides on normal operating items



to be included in the proposed budget; however items that involve staffing
changes, or new programs are left to the discretion of the City Council.

FISCAL IMPACT:

The proposed budget is balanced with projected General Fund revenues of
$38,611,700 and proposed operational and capital expenditures of $38,524,500.
The net surplus is $87,200.

BACKGROUND/ANALYSIS

The proposed budget provides the funding necessary to maintain high service levels
while ensuring a sound financial structure. It contains financial information for all
City funds, which includes the General Fund, Special Revenue Funds, Capital
Funds, and Enterprise Funds. Each of these funds serves a specific purpose or
governmental accounting requirement, with the General Fund funding public safety
and daily operations. As such, the focus of staff’'s budget efforts is on the General
Fund. In developing their budget proposals, Departments were directed to sustain
current service levels while maintaining or reducing costs wherever possible. As a
result, there are no new programs included in the proposed budget; however, staff
has provided a list of supplemental requests for Council consideration.

Proposed General Fund expenditures (including transfers-out from the General Fund
to support operations primarily funded by restricted revenues) total $38,524,500
and projected revenues (including transfers in) total $38,611,700 leaving a small
surplus of $87,200. After factoring out accounting changes that do not have a net
impact on the General Fund, revenues increased by approximately 3.7 percent and
expenditures by approximately 3.9 percent, when compared to the FY 2014/2015
Adopted Budget. Compared to the most current FY 2014/2015 estimates
(developed in April), projected revenues are flat overall. Compared to the most
current (April) estimates, proposed expenditures FY 2015/2016 are approximately
$1.2 million higher, with 70 percent of this increase related to the contract with
the Sheriff’s Department for law enforcement services.

2015/2106 Revenues Projections

General Fund revenues overall are projected to be $1.1 million higher than the most
current estimate for FY 2014/2015. However, when adjusting for changes in
accounting and reporting methods (these are discussed in the specific revenue
sections below) revenues overall are flat and equal to FY 2014/2015 revised
estimates.

In addition to the accounting and reporting changes, major reasons for variances in
various revenue categories are:



e Wide variances in redevelopment property trust fund (RPTTF) residual
distributions;

e A one-time spike in sales tax due to the wind down of the “Triple Flip” (see
below); and

e Increase in fire tax revenues, which correspond to equal increases in fire
expenditures.

Each is discussed in their respective sections below:

Property Tax - property tax in total will be down by approximately 5 percent
($442,176). The wide variances in RPTTF residual distributions are the main
reason for the swings in the property tax category. Also, in FY 2014/2015, the
City received the third and final installment of its Property Tax Administration Fund
settlement from the County in the amount of $58,000. Property tax without these
variables is projected to grow by 1.5 percent.

Sales Tax - sales tax revenue is projected to grow by 6.7 percent ($547,300)
compared to FY 2014/2015 revised estimates. However, of this amount, only 3.1
percent is expected from actual sales tax growth ($253,000); the remaining 3.6
percent ($294,300) is due to the wind down of the “Triple Flip.” The “Triple Flip,”
refers to actions the State took in FY 2013/2014 to balance its budget. At that
time, the State issued bonds to balance its budget and used .25 percent of the 1
percent sales tax cities received to secure the bonds. The State backfilled this .25
percent to cities with property tax from the Education Revenue Augmentation Fund
based on a complicated formula. Now the State has retired the bonds, the Triple
Flip is ceasing. In the post Triple Flip world, it is unclear whether the $294,300 is
a one-time adjustment or if the City will continue to receive this additional sales tax
revenue.

TOT (Transient Occupancy Tax) — TOT revenue increased by 11 percent from FY
2012/2013 to FY 2013/2014 due primarily to the growing short-term vacation
rental program. FY 2015/2016 TOT revenues are expected to level off as
compliance grows.

Fire Tax Credit - the amount budgeted in Fire Tax Fund distributions projects an
increase of $672,500. However, this increase directly corresponds to an equal
amount of increase in Fire and Emergency Operations expenditures; therefore, there
is no net gain/loss to the General Fund.

Successor Agency Reimbursements — the City administers the Successor Agency
to the La Quinta Redevelopment Agency; $300,000 has been budgeted as revenue
to reimburse the General Fund for FY 2015/2016 expenses. Total reimbursements
are budgeted to be $200,000 less than FY 2014/2015 amounts, due to a decrease
in Successor Agency activities.



Charges for Services, and Licenses and Permits - both of these categories are
relatively unchanged from current FY 2014/2015 estimates. Community
Development predicts that activity will level off in FY 2015/2016. It is important
to remember that many of these revenues are dependent on timing of large
projects; if a large project comes forward (or is delayed) these numbers will vary.

Wellness Center - compared to the FY 2014/2015 Adopted Budget, Wellness
Center revenues (memberships and facility rentals) have increased by 37 percent.
The Wellness Center budget reflects a small increase in part-time staff to
accommodate the increased traffic at the center.

2015/2016 Expenditure Budget

In developing their expenditure budgets Departments utilized a “status quo”
approach, using the FY 2014/2015 budget and mid-year adjustments as a base for
the development of their FY 2015/2016 budgets. After backing out accounting
changes that do not have a net impact on the General Fund, expenditure increases
totaled 3.9 percent (approximately $1.3 million). The budget basically reflects the
cost of doing business at current service levels. The most significant changes are
listed below:

\
$ 839,500 Police contract services
$ 148,200 Increased contract cost (primarily prevailing wage requirements)
103,300 Employee performance step and pay
$ 68,900 Staffing transitions
$ 60,000 CalPERS rate increase
$ 49,400 miscellaneous net changes
$
$

v

25,000 Cost allocation study
1,294,300 Total increases

e Police contract costs are increasing by 6.2 percent compared to the
2014/2015 Adopted Budget. The City Manager’'s Office has worked closely
with the Sherriff’s Department to get expenditures to this level without
changing service levels.

e Personnel costs across all Departments are increasing by $163,300. This is
a combination of a rate increase in CalPERS rates and employee performance
step and pay. While CalPERS rates have increased, the City is starting to
see the benefit of implementing a lower tier of benefits for new employees.
The maximum impact from the change in benefit formulas will be realized as
the natural cycle of staffing transitions occur over time.

e Contract costs have increased in Public Works, Community Development and
Park Maintenance in total by $148,200. A majority of this increase is due to
new prevailing wage requirements of contractors doing business with the



City. The increase in Public Works contract inspector costs are attributed to
increased private development and capital improvements inspections.

e Staffing transitions/contingency - the guiding principles staff and Council
have developed when addressing staffing are:

= Reward Performance

=  Work within the Class and Compensation Structure
* Manage PERS increases

= Ensure job rates reflect market rates

$68,9200 has been budgeted as a contingency for continued execution of
these principles.

e As part of the budget preparation process (and especially in developing the
CIP) it has become apparent that the City needs to complete a cost
allocation study to establish overhead and indirect charges that can be used
when seeking reimbursement from other governmental or granting agencies.
Accordingly, $25,000 has been included in the budget for a study. This is a
one-time cost that will not be need in the FY 2016/2017 budget.

General Fund CIP Contributions

The City, to date, has maintained a level of General Fund support for CIP projects
of approximately $1.5 million. The proposed FY 2015/2016 contribution maintains
this level with the following proposed expenditures:

$1,000,000 - Citywide pavement management program
$ 75,000 - Citywide sidewalk improvements

$ 477,000 - Civic Center turf conversion

$1,552,000 - Total

When the CIP is presented to the Council, staff will discuss the implications of
recently developed rules issued by the Coachella Valley Water District to address
the drought situation and recommend funding for additional projects related to this
issue.

Other Funds

SilverRock Resort (SRR) - Community Development, in conjunction with the
contract golf course management firm, has projected an 8 percent increase in SRR
revenue based on current year activity. Expenditures for SRR are budgeted at
levels close to the current fiscal year with a 2 percent increase. Expenditures of
$4,373,100 exceed revenues of $3,827,100 by $546,000. Expenditures include
an equipment depreciation cost of $430,600 which, while required to be included

Vi



in the operating budget, is a non-cash transaction and therefore does not affect the
cash position of the SRR fund. As a result, the cash needed from the General Fund
to support operations is $115,400.

Transfers

Transfers out of the General Fund appear much higher than the previous year due
to accounting/reporting changes that do not impact the General Fund’s position.
Street Maintenance operations, Lighting and Landscape operations, Library, and
Museum operations will now be budgeted directly in the funds that primarily fund
the operations, rather than in the General Fund with reimbursement credits from
the supporting funds. This is the more appropriate way to budget these
operations.

e Street Maintenance operations — Gas Tax fund

e Lighting and Landscape operations — Citywide Lighting and Landscape
Maintenance District (LLMD) fund.

e Library and Museum operations — Library fund.

Transfer out from the General Fund to the Gas Tax fund and to the LLMD fund
reflect the General Fund support required to maintain the service levels of these

funds.

Supplemental Requests

Not included in the FY 2015/2016 budget proposal are supplemental requests that
total $117,600:

3 administrative support positions $ 206,100
Reclassification of 4 positions $ 27,000
Total: $ 233,100

Savings from deletion of 1 vacant
position and reduction of temporary

staff should requests be approved: ($140,500)
Net cost: $ 92,600
Employee Wellness Program $ 25,000

Nutrition counseling, stress management,
education sessions and fitness consultations

Vil



Staff will further detail these requests during the budget presentation. These
requests address the City’s guiding principles for addressing staffing issues:

* Reward Performance

=  Work within the Class and Compensation Structure
= Manage PERS increases

* Ensure job rates reflect market rates

Equally, or perhaps more importantly, these requests address succession planning
issues and are concurrent with the Council’s goal of providing excellent customer

service to the community.

ALTERNATIVES

The City Council may wish to request further information regarding specific items
and then provide direction regarding the next steps in the overall budget process
which could include a second study session prior to budget adoption.

Report prepared by: Rita Conrad, Finance Director
Report approved for submission by: Frank Spevacek, City Manager

Attachment: 1. Fiscal Year 2015/2016 Proposed Budget

VIII



CITY OF LA QUINTA

GENERAL FUND OVERVIEW

FISCAL YEAR 2015-2016 PRELIMINARY

ESTIMATED CURRENT RESOURCES

REVENUES:
TAXES S 24,706,300
LICENSES & PERMITS S 1,181,300
INTERGOVERNMENTAL S 10,358,100
CHARGES FOR SERVICES S 1,197,200
FINES & ASSESSMENTS S 208,400
OTHER/MISCELLANEOUS S 770,000
TOTAL REVENUES $ 38,421,300
TRANSFERS IN S 190,400
TOTAL ESTIMATED CURRENT RESOUCES $ 38,611,700
ESTIMATED CURRENT REQUIREMENTS
CITY COUNCIL S 283,300
CITY MANAGER S 954,700
CITY ATTORNEY S 380,000
HUMAN RESOURCES S 333,700
CITY CLERK S 530,800
COMMUNITY SERVICES S 4,878,800
FINANCE S 1,038,100
CENTRAL SERVICES S 1,157,400
POLICE S 14,399,600
FIRE S 6,208,700
COMMUNITY DEVELOPMENT $ 3,215,000
PUBLIC WORKS S 2,659,800
DEPARTMENTAL EXPENDITURES SUB TOTAL $ 36,039,900
TRANSFERS OUT S 2,484,600
TOTAL ESTIMATED CURRENT REQUIREMENTS. $ 38,524,500
SURPLUS/(DEFICIT) $ 87,200
GENERAL FUND RESERVES OVERVIEW
ESTIMATED AT  ADDITIONS/ ESTIMATED AT
ESTIMATED GENERAL FUND RESERVES 6/30/2015 (DELETIONS) 6/30/2016
(ROUNDED) (ROUNDED)
*NON-SPENDABLE $58,466,029 ($1,400,000) $57,066,029
DESIGNATED FOR SPECIFIC USE $1,523,401 $1,523,401
EMERGENCY RESERVES $16,034,995 $16,034,995
CASH FLOW CONTINGENCY $2,836,820 $2,836,820
*UNASSIGNED (INCLUDES CARRYOVERS) $10,537,272 $1,487,200 $12,024,472
**TOTAL RESERVES $89,398,517 $87,200 $89,485,717

*INCLUDES 1ST REPAYMENT FROM SUCCESSOR AGENCY FOR CITY LOAN
**ESTIMATES ONLY UNTIL FY 2014-2015 YEAR IS CLOSED OUT AND AUDIT IS COMPLETE
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DESCRIPTION OF FUNDS

FUND TYPE - GENERAL FUND

GENERAL FUND - The primary fund of the City used to account for all revenue and expenditures
of the City not legally restricted as to use. A broad range of municipal activities are provided
through this fund including City Manager, City Attorney, Finance, City Clerk, Community
Development, Public Safety, Public Works, and Community Services.

FUND TYPE - SPECIAL REVENUE

GASOLINE TAX FUND - To account for gasoline allocations by the State of California. These
revenues are restricted by the State to expenditures for street related purposes only.

LIBRARY FUND - This Fund accounts for the Revenues from property taxes generated for Library
and Museum Services.

FEDERAL ASSISTANCE FUND - This Fund is used to account for Revenues from the Community
Development Block Grants received from the Federal Government and the expenditures of those
resources.

QUIMBY FUND - This Fund is used to account for the accumulation of Developer Fees received
under the provisions of the Quimby Act for Park Development and Improvements. Capital
projects to be funded from this source will be budgeted and expended in a separate Capital
Projects Fund.

DESCRIPTION OF FUNDS - CONTINUED

MEASURE A FUND - In 1988, Riverside County voters approved a half cent sales tax, known as
Measure A, to fund a variety of highway improvements, local street and road maintenance,
commuter assistance and specialized highway transit projects. This fund is used to collect this
tax and pursuant to the provision of Measure A, it is restricted for local street and road
expenditures only.

SOUTH COAST AIR QUALITY - This Fund is used to account for contributions from the South
Coast Air Quality Management District. Use of such contributions is limited to reduction and
control of airborne pollutants.
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COPS FUND - This fund is used to account for State of California funds used to fund law
enforcement activities of the Riverside County Sheriffs Department.

SUCCESSOR AGENCY TO THE LA QUINTA REDEVELOPMENT AGENCY REDEVELOPMENT
OBLIGATION RETIREMENT FUND, PA1 AND PA2 - This Fund is used to account for the property
tax increment received from the County of Rlver5|de for the payment of enforceable obligations
of the Successor Agency.

POLICE & FIRE SURVIVORS - This fund is used to account for payments to survivors of deceased
police or fire personnel serving the City of La Quinta.

ART IN PUBLIC PLACES - This fund is used to account for developer contributions from Art in
Public Places projects within the City of La Quinta.

AB 939 FUND - This fund is used to account for franchise fees collected from the City Waste
hauler that are used in accordance with Assembly Bill 939.

DESCRIPTION OF FUNDS - CONTINUED

SB 1266 FUND - This fund is used to account for transportation funds received from the State of
California for road improvements.

HOUSING AUTHORITY PA1 AND PA2 - These funds are used to account for the housing activities
of the Housing Authority which is to promote and provide quality affordable housing.

FUND TYPE — DEBT SERVICE

FINANCING AUTHORITY, DEBT SERVICE - This Fund is used to account for the debt service funds
that will be used for the principal and interest payments of the Financing Authority outstanding
debt.

FUND TYPE - CAPITAL PROJECTS

INFRASTRUCTURE FEE FUND - This Fund is used to account for the accumulation of resources,
provided through developer fees for the acquisition, construction or improvement of the City’s
infrastructure as defined in Resolution 87-39. Capital projects to be funded from this source will
be budgeted and expended in a separate Capital Projects Fund.

TRANSPORTATION, PARK & RECREATION, CIVIC CENTER, LIBRARY COMMUNITY CENTER,
STREET MAINTENANCE, LIBRARY, PARK MAINTENANCE AND FIRE FUNDS - These funds are
used to account for developer impact fees collected for the above mentioned public
improvements.
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CAPITAL PROJECTS FUND - The Capital Projects Fund is used to account for the Planning, Design
and Construction of various Capital Projects throughout the City of La Quinta.

DESCRIPTION OF FUNDS - CONTINUED

FUND TYPE - INTERNAL SERVICE FUND

EQUIPMENT REPLACEMENT - This account is used to account for the ultimate replacement of
City owned and operated vehicles and equipment.

INFORMATION TECHNOLOGY - This account is used to account for the ultimate replacement of
City owned and operated computer hardware, software and computer maintenance and
operations.

PARK MAINTENANCE EQUIPMENT & FACILITIES - This account is used to account for the
ultimate replacement of City owned and operated park equipment and facilities.

INSURANCE FUND - This fund was created to account for liability, property and workers
compensation insurance premiums.

FUND TYPE —- ENTERPRISE

SILVERROCK GOLF COURSE FUND - This account is used to account for the golf activities of the
SilverRock Golf course.

SILVERROCK GOLF COURSE RESERVE FUND - This account is used to account for golf course
reserves for future capital improvements of the SilverRock Golf course.
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BUDGET POLICIES

The following is a listing of significant budget policies:

ANNUAL BUDGET PROCESS - The City Council is the approving authority for all budget
appropriations. The primary objective of the annual budget process is to provide a financial plan
which results in a conservative balanced budget.

CAPITAL IMPROVEMENT PROGRAM PROCESS - A formal Capital Improvement Program
document is prepared each January to provide the City Council with the appropriate information to
prioritize the completion of selected capital improvement projects. Prioritization of capital projects
is determined by a selection process incorporating City Council objectives, the City’'s General
Plan, and available resources. Centralization of all capital projects is done through the Capital
Projects Fund.

CAPITAL PROJECTS FUND - The Capital Projects Fund is used to account for the Planning,
Design and Construction of various Capital Projects throughout the City of La Quinta.

BUDGET AMENDMENTS - The City Council has the authority to amend the Budget during the
fiscal year as needed. Prior to Council approval of any budget amendment, departments are
required to complete a budget augmentation form for review and consideration by the Finance
Department and City Manager’s Office.

DEPARTMENT RESPONSIBILITIES - Each department is required to monitor fiscal activity within
theirindividual programs. Actual expenditures are not to exceed appropriated funds on a program
basis. Adjustments to objects within the same program are allowed with the approval of the City
Manager; however, actual expenditures are not to exceed respective program total appropriations.

ENCUMBRANCES - Fiscal year appropriations which have been contracted for and remain
partially or entirely unspent at year end will be added to current year’s appropriation funding
amount upon approval of the City Manager and Council. A review process requires a program’s
year end available balance to equal or exceed the encumbrance amount.

CONTINUING APPROPRIATIONS - All appropriations expire at fiscal year end, except for Capital
Projects. Any unspent funding required may be continued into the following fiscal year if approved °
by Council. A review process determines the eligibility of each appropriation request. The criteria
to receive Council's consideration includes City Manager approval, $1,000 minimum item cost,
program funding availability and item approval in the previous year's budget. Program funding
availability is determined by adding program expenditures to approved encumbrances and
comparing the total to budgeted appropriations. Capital Projects carry over to subsequent years
until the particular project is completed.
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GLOSSARY OF BUDGET TERMS

The following is a list of commonly used financial terms:

ALLOCATE - To divide a lump-sum appropriation which is designated for expenditure by specific
organization units and/or for specific purposes, activities, or objects.

APPROPRIATION - An authorization made by the council which permits the City to incur
obligations and to make expenditures of resources.

ASSESSED VALUATION - A dollar value placed on real estate or other property by Riverside
County as a basis for levying property taxes.

ASSET - Anything having commercial or exchange value that is owned by a business, institution
or individual.

AUDIT - Conducted by an independent Certified Public Accounting (CPA) Firm, the primary
objective of an audit is to determine if the City's Financial Statements present the City's financial
position fairly and results of operations are in conformity with Generally Accepted Accounting
Principles (GAAP).

BALANCED BUDGET - A budget in which planned expenditures do not exceed projected funds
available.

BALANCE SHEET - A financial statement reporting the organization's assets, liabilities and equity
activities.

BUDGET - The document created by the staff and approved by the City Council which establishes
the broad policy guidance on the projection of revenues and the allocation toward various types of
expenditures.

BUDGET CALENDAR - This is a schedule of the dates which is followed in the preparation,
adoption, and administration of the budget.

BUDGET MESSAGE - Included in the opening section of the Financial Plan, the Message
provides the Council and the public with a general summary of the most important aspects of the
document, changes from the previous fiscal years, and the views and recommendations of the
City Manager.

CONSUMER PRICE INDEX (CPI) - A measure used to reflect the change in the price of goods
and services.

CONTINGENCY - An appropriation of funds to cover unforeseen events that occur during the

fiscal year such as flood emergencies, Federal mandates shortfalls in revenue, and similar
eventualities.

154



GLOSSARY OF BUDGET TERMS, CONTINUED

CONTINUING APPROPRIATION - Funds committed for a previous fiscal year expenditure
which were not spent in the year of appropriation, but are intended to be used in the
succeeding year.

CONTRACTUAL SERVICES - Services rendered to City activities by private firms,
individuals or other governmental agencies. Examples of these services include
engineering, law enforcement, and city attorney services.

DEPARTMENT - A major organizational unit of the City which has been assigned overall
management responsibility for an operation or a group of related operations within a
functional area.

DESIGNATED FUND BALANCE - A portion of unreserved fund balance designated by
City policy for specific future use.

ENCUMBRANCE - The legal commitment of appropriated funds to purchase an item or
service. To encumber funds means to set aside or commit funds for a future expenditure.

EXPENDITURE - The outflow of funds paid for goods or services obtained.

FEES FOR SERVICES - Charges paid to the City by users of a service to help support the
costs of providing that service.

FISCAL YEAR - The fiscal year is defined as the beginning and ending period for recording
financial transactions. The City has specified July 1 to June 30 as its fiscal year.

FIXED ASSETS - Fixed Assets are assets of a long-term nature such as land, buildings,
machinery, furniture, and other equipment. The City has defined such assets as those with
an expected life in excess of one year and an acquisition cost in excess of $5000.

FRANCHISE FEE - A franchise fee is charged for the privilege of using public right-of-way
and property within the City for public or private purposes. The City currently accesses
franchise fees on cable television, utilities, and trash collection contractors.

FUND - An accounting entity that records all financial transactions for specific activities or
government functions. The generic fund types used by the City are: General, Special
Revenue, Capital Project, Debt Service, Enterprise, and Internal Service Funds.

FUND BALANCE - Fund Balance is the excess of current assets over current liabilities,

and represents the cumulative effect of revenues and other financing sources over
expenditures and other financing uses.
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GLOSSARY OF BUDGET TERMS, CONTINUED

GENERAL FUND - The General Fund is the primary operating fund of the City. All
revenues that are not allocated by law or contractual agreement to a specific fund are
accounted for in the General Fund. With the exception of subvention or grant revenues
restricted for specific uses, General Fund resources can be utilized for any legitimate
governmental purpose.

GOAL - A goal is a statement of broad, direction, purpose, or intent.

GRANT -Contributions of cash or other assets from another governmental agency to be
used or expended for a specified purpose, activity, or facility.

INFRASTRUCTURE - Fund contributions of cash or other assets from development
oriented applicants used for the City's basic system of its physical plant, (i.e., streets,
water, sewer, public buildings and parks).

INVESTMENT REVENUE - Investment Revenue that is received as interest from the
investment of funds not immediately required to meet cash disbursement obligations.

JOINT POWERS AUTHORITY (J.P.A.) - A joint venture that is comprised of two or more
governmental entities sharing the cost of providing a public service.

LIABILITY - A claim on the assets of an entity.

LINE-ITEM BUDGET - A budget that lists detailed expenditure categories (salary,
materials, telephone service, travel, etc.) separately, along with the amount budgeted for
each specified category. The City uses a program rather than line-item budget, although
detail line-item accounts are maintained and recorded for financial reporting and control
purposes.

MUNICIPAL - In its broadest sense, municipal is an adjective which denotes the state and
all subordinate units of government. In a more restricted sense, an adjective which
denotes a city or village as opposed to other local governments.

OPERATING BUDGET - This is the portion of the budget that pertains to daily operations
providing governmental services.

PERSONNEL SERVICES - Costs associated with providing the staff necessary to provide
the desired levels of services. Included in personnel services are both salary and benefit
costs.

POLICY - A direction that must be followed to advance toward a goal. The direction can
be a course of action or a guiding principal.
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GLOSSARY OF BUDGET TERMS, CONTINUED

PROGRAM - A grouping of activities organized to accomplish basic goals and objectives.

PROGRAM BUDGET - This is a budget that focuses upon the goals and objectives of an
agency or jurisdiction.

PROPERTY TAX - A statutory limited tax levy which may be imposed for any purpose.

QUARTERLY BUDGET REPORT - This is a comprehensive report providing an update of
the City's financial position.

RESERVE - An Account used to indicate that a portion of a fund's balance is legally
restricted for a specific purpose and is, therefore, not available for general appropriation.

REVENUE - Funds that the government receives as income. Itincludes such items as tax
payments, fees from specific services, receipts from other governments, fines, forfeitures,
grants, shared revenues, and interest income.

RISK MANAGEMENT - This is an organized attempt to protect an organization's assets
against accidental loss in the most cost-effective manner.

SALES TAX - A tax on the purchase of goods and services.

SPECIAL ASSESSMENT - A compulsory levy made against certain properties to defray
part or all of the costs of a specific improvement or service deemed to primarily benefit
those parties. (Special Assessments are also known as benefit fees.)

SPECIAL REVENUE FUNDS - Funds used to account for the proceeds from specific
revenue sources (other than trusts or major capital projects) that are legally restricted to
expenditures for specific purposes.

SUPPLIES AND SERVICES - A general category used for clarifying expenditures for
various supplies and services which are normally used within a fiscal year.

TRUST AND AGENCY FUNDS - Also known as Fiduciary Fund Types, these funds are
used to account for assets held by the City in a trustee capacity or as an agent for private
individuals, organizations, or other governmental agencies.

USER FEES - The payment of a fee for direct receipt of a service by the party benefiting
from the service.
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BUDGET CONTROLS

A governmental fund accounting system is used to record the City’s financial transactions. The
Budget is adopted on a basis consistent with generally accepted accounting principles. The
Government Accounting Standards Board provides the required guidelines used by the City to
record financial activity.

The accounts of the City are organized on the basis of funds and accounts groups, each of which
is considered a separate accounting entity with a self-balancing set of accounts. Funds are
created to segregate resources which have a restricted status.

Each department is required to monitor fiscal activity within their individual programs. Actual
expenditures are not to exceed appropriated funds on a program basis. Adjustments to objects
within the same program are allowed with the approval of the City Manager; however, actual
expenditures are not to exceed program appropriations.

A mid-year review provides updated information to be considered by Council to formally adjust
revenue and expenditures accounts for the fiscal year. All appropriations expire at fiscal year end
unless approved by the City Council.

The City’s accounting system operates on a modified accrual basis for all governmental funds
currently in use. Governmental funds maintained by the City include the General, Special
Revenue, Capital Projects, Debt Service and Agency Funds.

Budgetary control of revenues and expenditures is controlled through an on-line computer
system providing current financial information available to all City departments. Finance
provides monthly reports summarizing monthly activity within six working days of month end.
Additional financial transaction information is obtained through the City’s computer system.

A monthly financial report is distributed to the City Council for their review. The City Council has

the authority to control the Budget through formal adoption at the beginning of the fiscal year and
amendments throughout the year by separate action of the City Council.
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GLOSSARY OF BUDGET TERMS

The following is a list of commonly used financial terms:

ALLOCATE - To divide a lump-sum appropriation which is designated for expenditure by specific
organization units and/or for specific purposes, activities, or objects.

APPROPRIATION - An authorization made by the council which permits the City to incur
obligations and to make expenditures of resources.

ASSESSED VALUATION - A dollar value placed on real estate or other property by Riverside
County as a basis for levying property taxes.

ASSET - Anything having commercial or exchange value that is owned by a business, institution
or individual.

AUDIT - Conducted by an independent Certified Public Accounting (CPA) Firm, the primary
objective of an audit is to determine if the City's Financial Statements present the City's financial
position fairly and results of operations are in conformity with Generally Accepted Accounting
Principles (GAAP).

BALANCED BUDGET - A budget in which planned expenditures do not exceed projected funds
available.

BALANCE SHEET - A financial statement reporting the organization's assets, liabilities and equity
activities.

BUDGET - The document created by the staff and approved by the City Council which establishes
the broad policy guidance on the projection of revenues and the allocation toward various types of
expenditures.

BUDGET CALENDAR - This is a schedule of the dates which is followed in the preparation,
adoption, and administration of the budget.

BUDGET MESSAGE - Included in the opening section of the Financial Plan, the Message
provides the Council and the public with a general summary of the most important aspects of the
document, changes from the previous fiscal years, and the views and recommendations of the
City Manager.

CONSUMER PRICE INDEX (CPI) - A measure used to reflect the change in the price of goods
and services.

CONTINGENCY - An appropriation of funds to cover unforeseen events that occur during the

fiscal year such as flood emergencies, Federal mandates shortfalls in revenue, and similar
eventualities.
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GLOSSARY OF BUDGET TERMS, CONTINUED

CONTINUING APPROPRIATION - Funds committed for a previous fiscal year expenditure
which were not spent in the year of appropriation, but are intended to be used in the
succeeding year.

CONTRACTUAL SERVICES - Services rendered to City activities by private firms,
individuals or other governmental agencies. Examples of these services include
engineering, law enforcement, and city attorney services.

DEPARTMENT - A major organizational unit of the City which has been assigned overall
management responsibility for an operation or a group of related operations within a
functional area.

DESIGNATED FUND BALANCE - A portion of unreserved fund balance designated by
City policy for specific future use.

ENCUMBRANCE - The legal commitment of appropriated funds to purchase an item or
service. To encumber funds means to set aside or commit funds for a future expenditure.

EXPENDITURE - The outflow of funds paid for goods or services obtained.

FEES FOR SERVICES - Charges paid to the City by users of a service to help support the
costs of providing that service.

FISCAL YEAR - The fiscal year is defined as the beginning and ending period for recording
financial transactions. The City has specified July 1 to June 30 as its fiscal year.

FIXED ASSETS - Fixed Assets are assets of a long-term nature such as land, buildings,
machinery, furniture, and other equipment. The City has defined such assets as those with
an expected life in excess of one year and an acquisition cost in excess of $5000.

FRANCHISE FEE - A franchise fee is charged for the privilege of using public right-of-way
and property within the City for public or private purposes. The City currently accesses
franchise fees on cable television, utilities, and trash collection contractors.

FUND - An accounting entity that records all financial transactions for specific activities or
government functions. The generic fund types used by the City are: General, Special
Revenue, Capital Project, Debt Service, Enterprise, and Internal Service Funds.

FUND BALANCE - Fund Balance is the excess of current assets over current liabilities,

and represents the cumulative effect of revenues and other financing sources over
expenditures and other financing uses.

160



GLOSSARY OF BUDGET TERMS, CONTINUED

GENERAL FUND - The General Fund is the primary operating fund of the City. All
revenues that are not allocated by law or contractual agreement to a specific fund are
accounted for in the General Fund. With the exception of subvention or grant revenues
restricted for specific uses, General Fund resources can be utilized for any legitimate
governmental purpose.

GOAL - A goal is a statement of broad, direction, purpose, or intent.

GRANT -Contributions of cash or other assets from another governmental agency to be
used or expended for a specified purpose, activity, or facility.

INFRASTRUCTURE - Fund contributions of cash or other assets from development
oriented applicants used for the City's basic system of its physical plant, (i.e., streets,
water, sewer, public buildings and parks).

INVESTMENT REVENUE - Investment Revenue that is received as interest from the
investment of funds not immediately required to meet cash disbursement obligations.

JOINT POWERS AUTHORITY (J.P.A.) - A joint venture that is comprised of two or more
governmental entities sharing the cost of providing a public service.

LIABILITY - A claim on the assets of an entity.

LINE-ITEM BUDGET - A budget that lists detailed expenditure categories (salary,
materials, telephone service, travel, etc.) separately, along with the amount budgeted for
each specified category. The City uses a program rather than line-item budget, although
detail line-item accounts are maintained and recorded for financial reporting and control
purposes.

MUNICIPAL. - In its broadest sense, municipal is an adjective which denotes the state and
all subordinate units of government. In a more restricted sense, an adjective which
denotes a city or village as opposed to other local governments.

OPERATING BUDGET - This is the portion of the budget that pertains to daily operations
providing governmental services.

PERSONNEL SERVICES - Costs associated with providing the staff necessary to provide
the desired levels of services. Included in personnel services are both salary and benefit
costs.

POLICY - A direction that must be followed to advance toward a goal. The direction can
be a course of action or a guiding principal.
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GLOSSARY OF BUDGET TERMS, CONTINUED

PROGRAM - A grouping of activities organized to accomplish basic goals and objectives.

PROGRAM BUDGET - This is a budget that focuses upon the goals and objectives of an
agency or jurisdiction.

PROPERTY TAX - A statutory limited tax levy which may be imposed for any purpose.

QUARTERLY BUDGET REPORT - This is a comprehensive report providing an update of
the City's financial position.

RESERVE - An Account used to indicate that a portion of a fund's balance is legally
restricted for a specific purpose and is, therefore, not available for general appropriation.

REVENUE - Funds that the government receives as income. Itincludes such items as tax
payments, fees from specific services, receipts from other governments, fines, forfeitures,
grants, shared revenues, and interest income.

RISK MANAGEMENT - This is an organized attempt to protect an organization's assets
against accidental loss in the most cost-effective manner.

SALES TAX - A tax on the purchase of goods and services.

SPECIAL ASSESSMENT - A compulsory levy made against certain properties to defray
part or all of the costs of a specific improvement or service deemed to primarily benefit
those parties. (Special Assessments are also known as benefit fees.) :

SPECIAL REVENUE FUNDS - Funds used to account for the proceeds from specific
revenue sources (other than trusts or major capital projects) that are legally restricted to
expenditures for specific purposes.

SUPPLIES AND SERVICES - A general category used for clarifying expenditures for
various supplies and services which are normally used within a fiscal year.

TRUST AND AGENCY FUNDS - Also known as Fiduciary Fund Types, these funds are
used to account for assets held by the City in a trustee capacity or as an agent for private
individuals, organizations, or other governmental agencies.

USER FEES - The payment of a fee for direct receipt of a service by the party benefiting
from the service.
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