City of Del Mar
Staff Report

TO: Honorable Mayor and City Council Members

FROM: Teresa S. McBroome, Director of Finance/T reasure:ﬁxj
Via Karen P. Brust, City Manager

DATE: May 23, 2011

SUBJECT: Fiscal Year 2010-2011 Third Quarter Financial Report and
Resolution Amending the Fiscal Years 2009-2010 and 2010-2011
Operating and Capital Budget

REQUESTED ACTION/RECOMMENDATION:

Accept the Fiscal Year 2010-2011 Third Quarter Financial Report and adopt the
resolution amending the Fiscal Years 2009-2010 and 2010-2011 Operating and Capital
Budget.

EXECUTIVE SUMMARY:

The Third Quarter Financial Report provides Council with one last opportunity to review
and adjust, if needed, the original revenue projections and budget estimates based on
nine months of actual activity. Adjustments are a result of previously approved Council
actions during this same time period and from unanticipated expenditures due to
information that was not previously available, as well as changes in revenue projections
based on actual revenue received from July 2010 to March 2011.

With a net increase of $190,922 in projected General Fund revenue adjustments and a
net increase of $16,301 of General Fund expenditure adjustments, the new projected
General Fund contingency reserve is 18.64 percent, which is slightly, but not materially
higher than the previous projected percentage of 18.61 percent calculated for the
Second Quarter Financial Report, which was the basis of the Proposed Budget
presented to Council on May 10" and 11th and is higher than the 10.54 percent
calculated for the Mid-Term Budget Update.

DISCUSSION/ANALYSIS:

The City continues to show positive financial results despite the challenges of the
recession this past two fiscal years. It is through the significant work of the City by
proactively streamlining operations, finding cost-cutting strategies, and pursuing
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revenue enhancements that the City has been able to preserve its financial health
without eliminating the services that the City has always provided. Additionally, the
General employees have participated in cost cutting by not taking salary increases
these last two fiscal years. It is also important to note that the City has not funded its
Equipment Replacement Reserve for the past four years and has had limited funding of
General Fund capital projects. While recent results have been positive, the City
continues to actively monitor revenues and to strictly control expenditures. The higher
than estimated General Fund contingency is largely a result of the positive results from
the previous fiscal year as well as positive results in the City’s primary tax revenues.

Revenues:

General Fund Revenues — A review was done of the three primary revenues, which are
Property Tax, Sales Tax, and Transient Occupancy Tax (TOT):

Property Tax — Property taxes continue to be the City’s strongest and most stable
revenue source. For the third time in a row, Del Mar’s assessed valuations have had
the highest increase in the County. The amended projection for Fiscal Year 2010-2011
of $3,689,903 is 1.6 percent higher than the prior year’s audited actual. No adjustments
are being recommended at this time.

Sales Tax — The projection for Fiscal Year 2010-2011 is $986,941 which is 11.9 percent
lower than the prior year’'s actual results. The prior year's results were artificially
inflated due to one of the larger businesses remitting their sales tax late during the prior
fiscal year. There has been a slight increase in actual sales tax activity to date this
fiscal year; however, due to the reduced amount that has been received to date
compared to the same time in the previous fiscal year, no adjustments to increase this
projection are being recommended at this time.

Transient Occupancy Tax (TOT) — TOT collections year to date have been consistently
strong each month for the current fiscal year. July through February collections are
16.7 percent higher when compared to the same time period in the previous fiscal year.
Based on this, an adjustment to increase the projection by $61,930 is being
recommended, resulting in a new projection of $1,600,000.

Other General Fund Revenues —Based upon actual activity from the first nine months,
Other General Fund Revenues will increase by $128,992. This net increase is primarily
due to an increase in Vehicle Fines of $33,393; and Current Service Charges of
$114,775 related to the Planning, Engineering, and Building Services Charges, offset by
a decrease in Investment Interest income of $20,437 and a decrease in Miscellaneous
Revenues of $19,372, which is a County Service Area 17 (CSA-17) grant that is being
transferred to the Grants Fund.

Other Fund Revenues — Revenue in the other funds is projected to increase by a net
amount of $234,457. This increase is primarily due to a net increase in the Water Fund
of approximately $148,000, a net increase in the Wastewater Fund of approximately
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$162,000 offset by a decrease in the Clean Water Fund of approximately $69,000.
Refer to Attachment B for the Summary of Revenue Adjustments.

Expenditures:

The Second Quarter Financial Report amended the Fiscal Year 2010-2011 budget to
$47,940,604 and this report proposes to amend the budget to $47,990,189. The
adjustment in expenditures is due to the following items:

1) Previously approved Council actions of $11,000; and
2) Recommended net changes of $38,585 with this report.

The previously approved Council actions since February 2011 in the amount of $11,000
are to increase the election costs in the General Fund by $8,000 for the anticipated
ballot measure related to the Trash and Recycling contract and to increase the Grants
Fund by $3,000 for the Fire Department's Community Emergency Response Team
(CERT) grant.

The following recommendations are being made to increase expenditures by $8,301 in
the General Fund for Finance Services ($15,000) due to an increase in the property tax
administrative fee charged by the County, offset by a decrease in Fire Protection
Services ($6,699) to transfer CSA-17 grant expenditures from the General Fund to the
Grants Fund. In the Water Fund, a net decrease of $17,943 is proposed due to the
addition of depreciation expense of approximately $332,000, which is offset by a
reduction in Raw Water Supply charges ($279,290) and Treatment and Delivery
charges ($72,551), reflecting the residents’ conservation efforts which has resulted in
less water purchases.

Please refer to Attachment C for the Summary of Expenditure Adjustments.

City’'s Cash and Investments

Per the City’s Investment Policy, the Cash and Investment Schedule is required to be
distributed quarterly. Included in this report is the Cash and Investment Schedule as of
March 31, 2011. Refer to Attachment D.

FISCAL IMPACT:

General Fund revenue estimates for the quarter ended March 31, 2011 are anticipated
to be higher by a net increase of $190,922 projected through June 30, 2011. General
Fund expenditures are projected to have a net increase of $16,301. The projected
ending General Fund contingency reserve, in the amount of $1,725,030 is 18.64
percent, and is well within Council’s policy of a 10 to 20 percent contingency reserve.
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ENVIRONMENTAL IMPACT:

Not applicable.

PRIOR CITY COUNCIL REVIEW:

Council accepted and approved the Mid-term Budget Update of Fiscal Years 2009-2010
and 2010-2011 Operating and Capital Budget on June 21, 2010. Council accepted and
approved the Fiscal Year 2010-2011 First Quarter Financial Report on November 15,
2010 amending the Fiscal Years 2009-2010 and 2010-2011 Operating and Capital
Budget. Council accepted and approved the Fiscal Year 2010-2011 Second Quarter
Financial Report on February 7, 2011 amending the Fiscal Year 2009-2010 and 2010-
2011 Operating and Capital Budget.

ATTACHMENTS:

Attachment A — Resolution Amending the Fiscal Years 2009-2010 and 2010-2011
Operating and Capital Budget

Attachment B— Summary of Revenue Adjustments
Attachment C — Summary of Expenditure Adjustments

Attachment D — Cash and Investment Schedule
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RESOLUTION 2011-

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF DEL MAR,
CALIFORNIA, AMENDING THE FISCAL YEARS 2009-2010 AND 2010-
2011 OPERATING AND CAPITAL BUDGET

WHEREAS, on June 22, 2009, the City Council of the City of Del Mar passed
Resolution 2009-45 adopting the Fiscal Years 2009-2010 and 2010-2011 Operating and
Capital Budget; and

WHEREAS, on June 21, 2010, the City Council of the City of Del Mar passed
Resolution 2010-46 approving the Mid-term Budget Update of Fiscal Years 2009-2010
and 2010-2011 Operating and Capital Budget; and

WHEREAS, on November 15, 2010, the City Council of the City of Del Mar
passed Resolution 2011-78 approving the First Quarter Financial Report of Fiscal Years
2009-2010 and 2010-2011 Operating and Capital Budget; and

WHEREAS, on February 7, 2011, the City Council of the City of Del Mar passed
Resolution 2011-08 approving the Second Quarter Financial Report of Fiscal Years
2009-2010 and 2010-2011 Operating and Capital Budget; and

WHEREAS, the City Council desires to review the budget on a regular basis to
ensure close monitoring of activity; and

WHEREAS, information not available at the time of the budget adoption requires
adjustments to the Operating and Capital Budget in order to deliver the services
expected by the City Council.

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Del
Mar, California that the above recitals are true and correct.

BE IT FURTHER RESOLVED, that the Fiscal Years 2009-2010 and 2010-2011
Operating and Budget is amended as shown on Exhibit A - Fiscal Year 2010-2011 Third
Quarter Financial Report.

PASSED, APPROVED AND ADOPTED at a Regular Meeting of the City Council
of the City of Del Mar, held on the 23rd day of May 2011.

DON MOSIER, Mayor
City of Del Mar
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APPROVED AS TO FORM:

Leslie E. Devaney
City Attorney

ATTEST AND CERTIFICATION:

STATE OF CALIFORNIA
COUNTY OF SAN DIEGO
CITY OF DEL MAR

I, Mercedes Martin, City Clerk of the City of Del Mar, California DO HEREBY
CERTIFY, that the foregoing is a true and correct copy of Resolution 2011- ,
adopted by the City Council of the City of Del Mar, California, at a Regular Meeting held
the 23rd day of May 2011, by the following vote:

AYES:
NOES:
ABSENT:
ABSTAIN:

Mercedes Martin, City Clerk
City of Del Mar
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CITY OF DEL MAR

FISCAL YEAR 2010-2011 THIRD QUARTER FINANCIAL REPORT
OPERATING AND CAPITAL IMPROVEMENT BUDGET

RESERVE SUMMARIES
Beg. Balance o&M CIP Projected
RESERVE 07/0110 F Expenditures Expenditures In (Out) Ending Balance
TITLE Audited FY 2011 FY 2011 FY 2011 FY 2011 FY 2011 06/30/11
[GENERAL FUND |
CONTINGENCY 18.64% § 2,121,971 14822868 $  (9.252,090) $ -8 20,000 (5.987,719) § 1,725,030
RESTRICTED:
SELF-INSURANCE 189,000 3,287 (15,000) - 72,000 - 249,287
DESIGNATED:
ENCUMBRANCES 11,012 - (11,012) - ) i
REVENUE LOSS 500,000 - - 500,000
SOFTWARE LICENSING 6,960 - - - - 6,960
SIDEWALK CAFE 193 3,891 - - - - 4,084
DEPOSITS 60,000 - - - - 60,000
UNDERGROUNDING RESERVE - - - - - - -
PERS RESERVE - - - - 200,000 200,000
LEAVE LIABILITY 105,041 - - - 50,000 - 155,041
EQUIPMENT REPLACEMENT 360,249 - (101,619) - 185,000 - 443,630
TOTAL GENERAL FUND 3,354,426 14,830,046 (9,379,721) - 527,000 (5,987,719) 3,344,032
LIBRARY |
CONTINGENCY - - (10,825) - 10,825 -
[GAS TaX FunD ]
CONTINGENCY 1,118 105,000 (439,868) - 333,752 -
ENCUMBRANCES 4,152 - {4,152) - . . .
TOTAL GAS TAX FUND 5,268 105,000 (444,020) - 333,752 - -
[OPEN SPACE FUND
CONTINGENCY - 383,596 (4,358,707) (7,091) 3,982,202 - -
DESIGNATED:
OPEN SPACE ACQUISITION 285,307 - (300,806) - 15,499 - -
ENCUMBRANCES 7,091 - (7,091) - - - -
RIVERMOUTH OPENING 1,756 - - - - - 1,756
TREE RESERVE 49,718 - - - 3,000 (20,000) 32,718
TOTAL OPEN SPACE FUND 343,872 383,596 (4,666,604) (7,091) 4,000,701 (20,000) 34,474
[SUPPLEMENTAL LAW
RESTRICTED - 100,000 (192,338) - 92,338 - -
[REGIONAL COMMUNICATIONS |
RESTRICTED 12,145 45,000 (37,809) - - - 19,336
GRANTS
RESTRICTED - 789,972 (770,600) - - - 19,372
HOUSING
RESTRICTED 710,813 123,010 (107,529) - - - 726,294
WILDFIRE PROTECTION BOND DEBT
RESTRICTED 208,221 182,108 (177,295) - - - 213,034
[CAPITAL IMPROVEMENT FUND
CONTINGENCY 50,000 19,686,403 {20,663,788) 976,989 - 49,604
ENCUMBRANCES 201,646 - - (201,646) - - -
RESERVE FOR CAPITAL 174,947 - - - - 174,947
TOAL CAPITAL IMPROVEMENT FUND 426,593 19,686,403 - (20,865,434) 976,989 - 224,551
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CITY OF DEL MAR
FISCAL YEAR 2010-2011 THIRD QUARTER FINANCIAL REPORT
OPERATING AND CAPITAL IMPROVEMENT BUDGET

RESERVE SUMMARIES
Beg. Balance o&M CiPp Projected
RESERVE o7/01110 Revenue Expenditures Expenditures In {Out) Ending Balance
TITLE Audited FY 2011 FY 2011 FY 2011 FY 2011 FY 2011 06/30/11
[PROP 42 FuND
RESTRICTED - - - - - -
|TRANSNET 1l FUND |
RESTRICTED 1,236 160,000 - (160,000) - 1,236
[ATCiP FuND
RESTRICTED 6,822 - - - - 6,822
TOTAL GENERAL GOVERNMENT 5,069,396 36,405,135 (15,786,741) (21,032,525) 5,941,605 (6,007,719) 4,589,151
[WORKERS' COMPENSATION FUND
FUND BALANCE 679,115 245,605 (185,862) - - 738,858
|WATER FUND
FUND BALANCE 132,045 2,518,382 (2,423,201) - - (50,000) 177,226
RESTRICTED:
BOND SECURITY 232,063 - - - - 232,063
CONTRIBUTED CAPITAL 4,028,272 - - - - 4,028,272
WILDFIRE PROTECTION 21,604 - - - - 21,604
DESIGNATED:
ENCUMBRANCES 859 - (859) - - -
SELF-INSURANCE 50,000 - - - - 50,000
RATE STABILIZATION 200,000 - - - - 200,000
CAPITAL REPLACEMENT 2,457,027 - - (963,170) 25,000 1,518,857
OPERATING RESERVE 199,837 - - - 25,000 224,837
EQUIPMENT REPLACEMENT 212,286 - - - - 212,286
UTILITY PLANT IN SERVICE 6,655,537 - - - - 6,655,537
TOTAL WATER FUND 14,189,530 2,518,382 (2,424,060) (963,170) 50,000 (50,000 13,320,682
|CLEANWATER FUND
RETAINED EARNINGS - 408,332 (474,446) - 66,114 -
ENCUMBRANCES 1,900 - (1,900) - - -
1,900 408,332 (476,346) - 66,114 -
[WASTEWATER FUND
FUND BALANCE 800,439 7,527,082 (2,439,791) - - (4,556,726) 1,331,004
RESTRICTED: -
BOND SECURITY 456,552 - - - - 456,552
CONTRIBUTED CAPITAL 650,814 - - - - 650,814
DESIGNATED: -
ENCUMBRANCES 859 - (859) - - -
CAPITAL REPLACEMENT 1,384,754 - (4,680,835) 4,511,726 1,215,645
OPERATING RESERVE 300,000 - - - 10,000 310,000
UTILITY PLANT IN SERVICE 5,341,904 - - - - 5,341,904
RATE STABILIZATION 200,000 - - - 35,000 235,000
TOTAL WASTEWATER FUND 9,135,322 7,527,082 (2,440,650) (4,680,835) 4,556,726 (4,556,726) 9,540,919
TOTAL ENTERPRISE FUNDS 23,326,752 10,453,796 (5,341,056) (5,644,005) 4,672,840 (4,606,726) 22,861,601
TOTAL - ALL FUNDS 29,075,263 47,104,536 (21,313,659) (26,676,530) 10,614,445 (10,614,445) 28,188,610
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CITY OF DEL MAR
FISCAL YEAR 2010-2011 THIRD QUARTER FINANCIAL REPORT
CAPITAL IMPROVEMENTS
JANUARY 1-MARCH 31, 2011

ALL FUNDS
FUNDING BUDGET AMENDED 2GTR 3RD QTR REVISED 3QTR INCREASE/
FUND/ACTIVITY SOURCE 2010-2011 2010-2011 EXPENDITURES 2010-2011 (DECREASE)
GENERAL CIP FUND
6101 ANNUAL STREET RESURFACING GENERAL FUND - 122,734 - 154,734 32,000
6105 FY 2010 STREET & DRAINAGE GENERAL FUND - 10,000 1 10,000 -
8401 NORTH HILLS UNDRGRDNG DIST. AREA #1 GENERAL FUND - - - 46,327 46,327
6411 PUBLIC FACILITIES PLAN GENERAL FUND - 229,862 2,979 229,862 -
6433 BEACH SAFETY CENTER GENERAL FUND - 918,102 24231 918,102 -
6445 TORREY PINES BRIDGE CALTRANS 15,000,000 18,862,870 1,173,302 18,862,870 -
6449 DOWNTOWN STREETSCAPE GENERAL FUND - - 8,701 - -
6457 COURT ST. TO 28TH ST. DRAINAGE DITCH IMP - 495,382 898 495,382 -
6511 OTHER OPEN SPACE ACQUISTION - - 49,542 - -
6617 WAYSIDE HORN - 17,548 17,548 17,548 -
6525 ACCESSIBLE SIDEWALK CAPITAL RESERVE - 9,340 - 9,340 -
6627 MERIDIAN IRRIGATION SYSTEM REPLACEMENT GENERAL FUND - - 8,605 8,605 8,605
6630 CDM BRIDGE OVER SAN DIEGUITO GENERAL FUND - 21,249 2,617 12,644 (8,605)
6631 CDM BRIDGE OVER SAN DIEGUITO - FEDERAL - - - - -
6456 SAN DIEGUITO ROAD DRAINAGE IMPROVEMENTS  LOCAL GRANT - 100,020 322 100,020 -
TOTAL GENERAL CIP FUND 15,000,000 20,787,107 1,288,756 20,865,434 78,327
TRANSNET Il ANNUAL
6511 2010/2011 ANNUAL STREET RESURFACING 307,234 160,000 356 160,000 -
TOTAL TRANSNET I CIP 307,234 160,000 356 160,000 -
OPEN SPACE FUND
6513 PUBLIC PATHWAYS OPEN SPACE - 3,091 - 3,091 -
6552 SEA GROVE PARK OPEN SPACE - 4,000 - 4,000 -
TOTAL OPEN SPACE CIP - 7,091 - 7,001 -
PROP 42 FUND
6510 STREET & DRAINAGE GFUND/CALTRANS 32,000 32,000 - - (32,000)
TOTAL PROP 42 FUND 32,000 32,000 - - (32,000)
WATER FUND
6810 2010/2011 Bl ANNUAL WATER IMPROVEMENT CIP WATER FUND 120,000 139,425 18,634 139,425 -
6811 BI ANNUAL WATER IMPROVEMENTS WATER FUND - - 8,234 - -
6815 WATER TELEMETRY WATER FUND - - 540 - -
6816 TELEMETRY SYSTEM CiP WATER FUND 25,000 43,437 6,239 43,437 -
6842 CREST AND TORREY PINES ROOF REPLACEMENT  WATER FUND - 180,330 150,168 180,330 -
6851 ZUNI ROOF REPLACEMENT WATER FUND - 499,978 - 499,978 -
6852 UNDERGROUNDING WATER FUND 100,000 100,000 - 100,000 -
6853 PUBLIC WORKS ROOF WATER FUND - - - - -
TOTAL WATER CIP 245,000 963,170 183,815 963,170 -
WASTEWATER FUND
6910 BI ANNUAL SEWER IMPROVEMENTS WASTEWATER 120,000 158,159 21,930 158,159 -
6911 BI ANNUAL SEWER IMPROVEMENTS WASTEWATER - - 8,234 - -
6916 TELEMETRY SYSTEM CIP WASTEWATER - 30,950 - 30,950 -
6923 21ST STREET PUMP STATION WASTEWATER 2,200,000 4,491,726 1,555,026 4,491,726 -
6937 TELEMETRY SYSTEM WASTEWATER - - 540 - -
6948 FOG PROGRAM ORDINANCE REVISIONS WASTEWATER - - 502 - -
TOTAL WASTEWATER CIP 2,320,000 4,680,835 1,586,232 4,680,835 -
TOTAL CIP 17,904,234 26,630,203 3,059,159 26,676,530 46,327
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Revenues

City of Del Mar
Fiscal Year 2010-2011 Third Quarter Financial Report
Summary of Revenue Adjustments

Amended First Quarter  Second Quarter Proposed Third Proposed Third
Mid-Term Budget Adjustments Adjustments  Quarter Adjustments Quarter Budget

General Fund:

Property Tax in Lieu of VLF $ 406,209 $ - $ 3,809 $ - $ 410,018
Sales Tax in Lieu of Property Tax 251,720 - 128,493 - 380,213
Transient Occupancy Tax 1,488,070 - 50,000 61,930 1,600,000
Operations Permits 20,435 - - (2,435) 18,000
Vehicle Code Fines 57,222 (10,000) - - 47,222
Parking Violations 611,650 (34,393) (50,000) 22,743 550,000
Red Light Enforcement 98,000 7,000 - - 105,000
Administrative Citations 10,000 - 5,850 10,650 26,500
Investment Earnings-General 89,631 - (50,000) (20,437) 19,194
Sidewalk Café Fees 2,050 1,841 - 3,891
Rental Income 44 972 25,000 ’ 8,103 78,075
Parking Meters 467,047 25,000 - 492,047
Homeowner Exempt 25,000 (15,000) 10,000 20,000
On-track Pari-mutuel 30,515 (7,713) 6 - 22,808
Planning Services 207,884 (27,884) - 35,000 215,000
Engineering Services 45,000 - 5,000 30,000 80,000
Building Services 265,225 (50,000) 49,775 265,000
Sale of Property - 4,400,000 5,471 - 4,405,471
Contributions - - 431 - 431
Nuisance Alarm Reimb 2,940 - 860 4,965 8,765
Miscellaneous 40,000 - 89,151 (19,372) 109,779
Expenditure Reimbursement 14,029 11,725 - - 25,754
Total General Fund 4,365,576 149,071 190,922
Gas Tax Fund 93,491 - (19,208) 30,717 105,000
Open Space Fund 426,374 (5,402) (7,239) (30,137) 383,596
Grants Fund 1,348,852 1,500 (582,752) 22,372 789,972
Housing Fund 142,900 (16,900) (2,990) 123,010
Wildfire Protection 183,560 - - (1,452) 182,108
CIP Fund 15,048,170 3,880,418 755,402 2,413 19,686,403
Prop 42 32,000 - - (32,000) -
Workers' Comp 268,324 - (27,601) 4,882 245,605
Water Fund 2,716,053 - (345,584) 147,913 2,518,382
Cleanwater Fund 479,968 - (2,400) (69,236) 408,332
Wastewater Fund 5,073,381 2,291,726 161,975 7,527,082
Total Other Funds 6,151,342 (210,174) 234,457
Total Revenue Adjustments $ 10,516,918 § (61,103) $ 425,379

A0
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