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 Council Agenda Report 

From: Ryan Cornell, Finance Manager 

Subject: Quarterly Budget Report and Adjustments – 3rd Quarter Fiscal Year 2017-18 

Date: May 1, 2018  

Facts 
1. In accordance with the Council’s adopted fiscal policies, the City prepares periodic financial reports of

actual revenues and expenditures for review by the City Council.
2. This report provides an overview of the City’s financial position based on actual transactions incurred

for the third quarter of Fiscal Year (FY) 2017-18 ending March 31, 2018.
3. The City Council adopted a two-year budget in June 2016 and updated the FY 2017-18 in June 2017.
4. City staff has identified unforeseen circumstances that require consideration of additional

appropriations.
5. The City Council was presented with the first Quarterly Budget Report on January 16, 2018 and the

Mid-Year Budget Report on March 6, 2018.

Analysis and Conclusions 
As presented in previous quarterly financial reports, this report will concentrate on the General, Water, 
and Sewer Funds of the City. The projections provided in the previous quarterly financial report have not 
significantly changed but have been updated and is presented below:  

GENERAL FUND 
Current 
Budget 

Projected 
End of Year Variance % Variance 

Revenues 39,171,374 40,983,829 1,812,455 4.6% 
Expenditures 47,969,913 44,237,876 (3,732,037) (7.8)% 
Change in F.B. (8,798,539) (3,254,047) 
Beginning Fund Balance 25,321,001 25,321,001 
Estimated Ending Fund 
Balance 16,522,462 22,066,954 

Of the $8.8 million shown as the “Current Budget Change in Fund Balance”, $4.8 million is related to the 
carry-over of prior year appropriations. In other words, the $4.8 million represents a surplus in the prior 
fiscal year that is being spent in the current year.  

In the Biennial Budget Report approved by Council in June 2016, it had anticipated ending reserves at 
June 30, 2018 to be $16.1 million, 44% of appropriations (when taking into consideration the General 
Fund’s portion used to pay down the City’s unfunded pension liability). Current projections anticipate 
ending reserve balance to be $22.1 million, or 50% of appropriations. City Council’s adopted minimum 
reserve balance policy is 20% of appropriations and at June 30, 2018, the current projections anticipate 
approximately $13.2 million over the minimum reserve requirement.   

General Fund Revenues.  For the 2017-18 fiscal year, it is anticipated that the City’s sales, property, and 
transient occupancy taxes will comprise 76% of the total revenues to the City’s General Fund.  Total 
General Fund revenues are projected to end the fiscal year at $41.0 million, down from $41.5 million 
projected at the Mid-Year Budget Report. This was mainly due to a miscalculation of the projected 
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property tax revenue. The City’s property tax consultant has provided a more accurate end of year 
estimate as well as projections for the next five years. Those projections will be included in the City’s 
Biennial Budget Report for City Council review in June 2018. The remaining revenue sources have been 
updated and are determined by a number of components such as cyclical trends, revenues already 
received, and known revenues to be received. Regardless, projections are best estimates and will 
continually change, as more information is available. As of now, the City anticipates that revenues will 
have a 4% increase when compared to the prior fiscal year.  
 

 
Actual 

FY 15-16 
Actual 

FY 16-17 
Projected 
FY 17-18 

Projected Year 
over Year 
Increase 

Sales Tax 12,538,443 14,499,567 15,504,000 7% 
Property Taxes 11,009,178 9,734,032 9,901,985 2% 
Transient Occupancy Tax 4,730,925 5,406,440 5,839,000 8% 
All Other Revenue and Transfers 12,892,323 9,580,261 9,738,844 2% 
Total 41,170,869 39,220,300 40,983,829 4% 

 
General Fund Expenditures.  GF expenditures are projected to end the fiscal year lower than 
appropriated. This is not uncommon and through vacant positions, or delay in certain projects, the City 
does not need to expend every dollar appropriated. With the fiscal near completion, projections are more 
accurate, however, they are still estimates based on the data and information known. However, the 
projected end of year amounts should not change materially. As shown from the table below, the City 
expects to expend approximately 92% of the budgeted appropriations. 
 

Department 

Expended 
Through 
March 30 

Projected 
End of 
Year 

Current 
Budget 

Over/ 
(Under) 
Budget 

% of 
Budget 

Police Department 6,760,399 10,151,171 10,636,132 (484,961) 95% 
Community Services 4,516,202 6,716,874 7,120,209 (403,335) 94% 
Emergency Services 4,380,765 6,239,222 6,730,450 (491,228) 93% 
Public Works 1,397,165 2,634,045 2,770,992 (136,947) 95% 
Community Development 2,139,013 3,177,075 3,992,797 (815,722) 80% 
City Council & Manager 1,633,303 2,380,478 2,406,329 (25,851) 99% 
Administrative Services 820,038 1,247,107 1,649,553 (402,446) 76% 
Capital Projects 2,075,654 14,804,329 15,770,350 (966,021) 94% 
Non-departmental/IDC (678,480) (3,112,425) (3,106,899) (5,526) 100% 
Total 23,044,059 44,237,876 47,969,913 (3,732,037) 92% 

 
The 2nd Quarter Budget Report projected total expenditures at the end of the fiscal year to be $45.5 million. 
Projected expenditures are estimated to be $44.2 million, a decrease of $1.3 million. Key variances from the 
previous quarterly report include: 

• Capital Projects: Project managers have indicated five projects as completed and under budget. 
These project savings total just under $1.0 million. Specifically, the major projects completed and 
under budget include: the Siemens Project under budget by $550,000, Street Tree Trimming 
under budget by $150,000 and the Creston to Golden Hill Street Project under budget by 
$100,000. Additional savings could be recognized by the active projects; however, those amounts 
will be determined closer to completion.       

• Salary & Benefits: Salary and benefits projections have been updated and include the recent 
changes to the POA and IAFF contract. There are only six pay periods remaining in the fiscal 
year and as such, some positions are projecting to be vacant for the remaining fiscal year. Salary 
and benefits decreased by approximately 2% from the 3rd Quarter Budget Report, representing 
approximately $475,000.   
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Water and Water Connection Funds 
The Water Fund, including the Water Connections Fund, is projecting to end the fiscal year 68% of 
appropriations, down from 70% projected during the 2nd quarter report. Significant variances include 
savings in personnel costs due to vacant positions or positions not being filled for the entire fiscal year 
and the 21st Street Reservoir, which will not be completed by the end of the fiscal year. Typically, we 
budget all capital projects to be 100% expended by the end of the fiscal year if it is intended that the 
project be carried into the new fiscal year if not completed. This project specifically has not been included 
because the project will be funded through an issuance of debt. As such, any expenditure incurred would 
have a corresponding proceed of debt and not impact the available fund balance.  
 
Current water revenues, those revenues derived by rates payers, are projected to come in approximately 
$750,000 more than budgeted and is an additional increase of $470,000 when compared to the previous 
quarterly report. This is mainly due to the lack of rain in the year and despite the rain the City receive in 
March and April, consumption continues to grow and the water fund is anticipating a 30% increase in 
revenue year over year. It should be noted that although a 30% increase in revenue was not originally 
anticipated in setting the water rates, the Water Fund is still recovery from the State mandated water 
restrictions from more than two year ago.  
 
As stated in the 2nd quarter financial report, water connection fees are not meeting originally anticipated 
amounts. This is for two reasons:  (1) construction of residential units has continued to lag behind 
demand; and (2) on September 7, 2017, City Council approved Resolution No. 17-113 which lowered the 
connection fees for both Water and Wastewater funds. However, connection fees reported in the 2nd 
quarter financial report were projected to be just over $800,000 and is now projected to be approximately 
$950,000. This revenue source is difficult to project because one development can increase revenues 
significantly. As of March 31, 2018, the City has received approximately $823,000 in connections fees and 
roughly, $125,000 is anticipated to be collected in the next three months.  
 
Overall, the fund balance for the Water and Water Connection Fund at June 30, 2018 is estimated to be 
$3.9 million. In the Water Rate and Revenue Analysis Report (Rate Study) conducted in October 2015—
the analysis upon which current rates are based—projected a fund balance of $5.1 million. Therefore, the 
fund has mostly recovered, because of delayed maintenance and prudent Council and management 
oversight of the fund. 
 
The projected revenues and expenses compared to budget is presented below: 

 

  
Current 
Budget 

 
Projected 

End of Year 

 

Percent  
Current Revenues  12,716,027  13,469,114  106% 
Connection Fees  5,404,000  951,663  18% 
Total Revenues  18,120,027  14,420,777  80% 
       
Expenditures       
   Salary & Benefits  2,677,113  2,383,884  89% 
   Maintenance & Operations  10,287,060  9,563,911  93% 
   Capital Expenditures  14,528,465  6,712,215  46% 
Total Expenditures  27,492,638  18,660,010  68% 
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Sewer and Sewer Connection Funds  
Similar to the Water Fund, the amounts reported below include both the Sewer Fund and the Sewer 
Connections Fund. In total, the funds are projecting to end the fiscal year at 96% of appropriations 
(depreciation expense is excluded from this analysis) and is down from 97% in the 2nd Quarter Financial 
Report.  
 
Current revenues are projecting to be just under 100% of what was originally estimated. Connection fees, 
as mentioned earlier, have suffered due to the two reasons mentioned earlier and are anticipated to only be 
35% of the original budget. Connection fees for both Water and Sewer Funds will be adjusted in the 
upcoming Biennial Budget Report to better reflect the anticipated revenues to be received. The fund 
balance of the Sewer and Sewer Connection Funds at June 30, 2018 is estimated to be $6.0 million. 
 

 
 Current 

Budget 
 Projected 

End of Year 
 

Percent  
Current Revenues  9,418,327  9,441,844  100% 
Connection Fees  1,975,000  698,339  35% 
Capital Grant Revenue  9,765,000  9,933,545  102% 
Proceeds from Debt  18,150,000  18,150,000  100% 
Total Revenues  39,308,327  38,223,728  97% 
       
Expenditures       
   Salary & Benefits  3,155,120  2,882,980  91% 
   Maintenance & Operations  4,215,121  3,163,898  75% 
   Debt Service  3,192,283  3,191,696  100% 
   Capital Expenditures  35,394,864  35,100,477  99% 
Total Expenditures  45,957,388  44,339,051  96% 

 
 
Fiscal Impact 
None. 
 
Recommendation 
Receive and file the report, providing any direction or requests for future reports, to ensure they meet 
Council needs. 
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