City of Del Mar
Staff Report

TO: Honorable Mayor and City Council Members

FROM: Teresa S. McBroome, Director of Einance/Treasurer
Via Scott W. Huth, City Managerégk

DATE: March 5, 2012

SUBJECT: Fiscal Year 2011-2012 Second Quarter Financial Report and
Resolution Amending the Fiscal Years 2011-2012 and 2012-2013
Operating and Capital Budget

REQUESTED ACTION/RECOMMENDATION:

Accept the Fiscal Year 2011-2012 Second Quarter Financial Report and adopt the
resolution amending the Fiscal Years 2011-2012 and 2012-2013 Operating and Capital
Budget, to reflect the adjustment described herein, including a change in the means of
acquisition of a fire engine from a capital lease to an outright purchase.

EXECUTIVE SUMMARY:

The Second Quarter Financial Report provides Council with an opportunity to review
and adjust, if needed, the original revenue projections and budget estimates based on
six 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 to December 2011. In addition, the Council
is requested to authorize a change in the acquisition of a fire engine from a capital lease
to an outright purchase to achieve savings of approximately $121,313 over the seven-
year lease period.

With a net increase of $191,397 in projected General Fund revenue adjustments and a
net increase of $541,790 of General Fund expenditure adjustments, the new projected
General Fund contingency reserve is 14.39 percent, which is within Council's policy of a
10 to 20 percent contingency reserve.

DISCUSSION/ANALYSIS:

The City continues its trend of showing positive financial results after the economic
challenges that were faced in the last three fiscal years; however, the City's financial
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health is much like the national economy and is anticipated to recover slowly in the
upcoming years. The City continues to remain conservative and to closely monitor
revenues and strictly control expenditures.

The higher than estimated General Fund contingency of 14.39 percent compared to the
adopted budget's estimate of 13.02 percent is largely due to the increases in the City's
primary tax revenues.

Revenues:

General Fund Revenues — A comprehensive review of all revenues was done and a net
increase of $191,397 to the General Fund is being recommended with this report.

Top Three Primary Revenues — The top three primary revenues, which are Property
Tax, Sales Tax, and Transient Occupancy Tax (TOT), make up 69 percent of all
General Fund revenue.

Property taxes continue to be the City's strongest and most stable revenue source.
Recent activity remains in line with what was originally projected and no adjustment is
being recommended at this time. Sales Tax activity for the six months ended December
31, 2011 is seven percent higher compared to the previous year. An adjustment of
$50,000 is being recommended to bring the total projection to $1,061,615. This total is
approximately $100,000 less than the previous fiscal year's amount due to the
temporary closure of one business for remodeling. TOT collections have been
consistently strong each month. July through December collections are nine percent
higher when compared to the same time period in the previous fiscal year. Based on
this, an adjustment to increase the projection by $50,000 is being recommended
resulting in a new projection of $1,748,000.

Other General Fund Revenues — As a brief summary, other revenue sources in the
General Fund were reviewed and based on actual activity from the first six months, a
net increase of $91,397 is being adjusted to the projection. This net increase is
primarily due to increased activity in Red Light Enforcement ($22,900), Planning
Services ($25,000), and Workers' Compensation Reimbursement ($46,883) offset by
decreased activities in Licenses and Permits ($4,000), the Junior Lifeguard Program
($5,000), and Moving Violations/Vehicle Code Fines ($10,000).

Non-General Fund Revenues — Revenue in the Non-General Funds is projected to
decrease by a net amount of $658,496. This net decrease is primarily due to not being
awarded the grants for a fire engine and the traffic signal equipment ($618,450) and for
the unanticipated reduction in housing in-lieu fees ($47,016). These reductions affect
self-sustaining funds and do not affect the General Fund Contingency Reserve.

Enterprise Funds — The Water and Wastewater Rate Models were updated with the
completion of the Fiscal Year 2010-2011 audit results. Based on the updated results,
revenues in the Water Fund ($268,671) and the Wastewater Fund ($481,181) are
estimated to be lower than what was originally projected for the adopted budget. This is
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due to less water being sold during Fiscal Year 2010-2011 in comparison to Fiscal Year
2009-2010. Water and wastewater usage for the six months ended December 31, 2011
are slightly higher than the previous year and are anticipated to be in line with results
from the previous year rather than two years ago. There are adequate retained
earnings in both funds to sustain these reductions.

Refer to Attachment B for the Summary of Revenue Adjustments.

Expenditures:

The Fiscal Year 2011-2012 First Quarter Financial Report amended the budget to
$41,861,274. This report recommends an amendment of projected expenditures by
$514,151 due to the following items:

1) Previously approved Council actions of $307,262; and
2) Recommended changes of $206,889 with this report.

The previously approved Council actions since October 2011 in the amount of $307,262
are primarily to increase the Planning Services Department in the General Fund by
transferring Fiscal Year 2012-2013 funds for work on the Environmental Impact Report
(EIR) on the Village Specific Plan ($90,000) to the current fiscal year, to increase
contractual services to meet Special Projects Planning assignments ($50,500), and to
increase the CIP Fund by advancing funds ($100,000) from the Fiscal Year 2012-2013
Street and Drainage Improvement Project to the current fiscal year. Council also
negotiated and approved a one and a half percent salary increase to the general
employees and management effective January 1, 2012. The salary increase and
related benefits amount to $46,267 for the current fiscal year and is allocated to the
appropriate departments and funds in this report.

The recommended changes of $206,889 are due to the restructure of the fire engine
acquisition as explained further below by $362,151 ($425,151 in the Equipment
Replacement Fund less $63,000 of lease payments in Fire Protection Services), an
increase in Workers' Compensation expenditures by $80,830 due to the extended leave
of an injured employee, and an increase in the Wastewater Fund of $378,419 for
depreciation expense not previously budgeted. These increases are offset by the
decrease in the Grants Fund ($618,450) for not being awarded the grants on the fire
engine and traffic signal equipment.

In the adopted budget, the acquisition of the fire engine was structured as a capital
lease purchase with a down payment of $100,000 and a repayment period of seven
years. It is proposed that the fire engine is purchased outright instead of a capital lease
purchase. There is $18,821 in cost savings by paying in advance (and receiving a
performance bond) plus a total savings in interest costs of $102,492 from not entering
into a seven-year capital lease agreement resulting in a total savings of $121,313. The
specifications prepared by the Fire Department would be to acquire a fire engine in a
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Pumper Under Cab (PUC) configuration which would provide more storage space than
a typical engine configuration by placing the pumper under the cab, rather than behind
the cab. This would increase efficiency and reduce long-term replacement costs by
replacing the current aged engine and eliminate the need and replacement of a
separate rescue rig. Additionally, the current rescue rig could be sold to offset the cost
of the new fire engine. The total cost of the new fire engine including the prepayment
discount is $525,151 which is offset by the $63,000 of lease payments and the
$100,000 down payment previously budgeted. This results in a net increase of
$362,151 against the Equipment Replacement Reserve with a remaining balance of
approximately $225,000.

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
December 31, 2011. Refer to Attachment D.

FISCAL IMPACT:

General Fund revenue estimates for the six months ended December 31, 2011 are
anticipated to be higher by a net increase of $191,937 projected through June 30, 2012.
General Fund expenditures are projected to have a net increase of $541,790. The
projected ending General Fund contingency reserve, in the amount of $1,398,726, is
14.39 percent, and is well within Council’'s policy of a 10 to 20 percent contingency
reserve.

PRIOR CITY COUNCIL REVIEW:

Council accepted and approved the Adopted Fiscal Years 2011-2012 and 2012-2013
Operating and Capital Budget on June 6, 2011. Council accepted and approved the
Fiscal Year 2011-2012 First Quarter Financial Report on December 5, 2011 amending
the Fiscal Years 2011-2012 and 2012-2013 Operating and Capital Budget.

INPUT/RECOMMENDATION FROM CITY BOARDS AND/OR CITIZENS'’
COMMITTEES:

The Finance Committee was presented with the Draft Fiscal Year 2011-2012 Second
Quarter Financial Report at their meeting on February 28, 2012.
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ATTACHMENTS:

Attachment A — Resolution Amending the Fiscal Years 2011-2012 and 2012-2013
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 2012-

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF DEL MAR,
CALIFORNIA, AMENDING THE FISCAL YEARS 2011-2012 AND 2012-
2013 OPERATING AND CAPITAL BUDGET

WHEREAS, on June 6, 2011, the City Council of the City of Del Mar passed
Resolution 2011-45 adopting the Fiscal Years 2011-2012 and 2312-2013 Operating and
Capital Budget; and

WHEREAS, the adopted budget approved the acquisition of a fire engine as a
capital lease purchase; and

WHEREAS, there is cost savings of $121,313 to purchase the fire engine outright
instead of under a capital lease program; 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 2011-2012 and 2012-2013
Operating and Capital Budget is amended as shown on Exhibit A - Fiscal Year 2011-
2012 Second Quarter Financial Report; and

BE IT FURTHER RESOLVED, that the fire engine will be purchased outright
instead of under a capital lease purchase program; and

BE IT FURTHER RESOLVED, that the City Manager has the authority to execute
the purchase of the fire engine.

PASSED, APPROVED AND ADOPTED at a Regular Meeting of the City Council
of the City of Del Mar, held on the 5th day of March 2012.

Carl Hilliard, 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

|, 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 2012- .
adopted by the City Council of the City of Del Mar, California, at a Regular Meeting held
the  day of March 5, 2012, 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 2011-2012 SECOND QUARTER FINANCIAL REPORT
OPERATING AND CAPITAL IMPROVEMENT BUDGET

RESERVE SUMMARIES
Beg. Balance O&M CIP Projected
RESERVE 07/01M11 Revenue Expenditures Expenditures In {Out) End Balance
TITLE Audited FY 2012 FY 2012 FY 2012 FY 2012 FY 2012 06/30/12
ENERAL FUND ]
CONTINGENCY 14.39% $ 1802215 $ 10.811,250 § (9.719390) § - $ 180,000 $ (1,675350) § 1,398,726
RESTRICTED:
SELF-INSURANCE 528,900 3,353 {13,000} - 22,000 541.253
DESIGNATED:
ENCUMBRANCES - - - - - - -
REVENUE LOSS 500,000 - - - - 500,000
SOFTWARE LICENSING 31.960 - - - - - 31.960
ENVIRONMENT AL TRUST 4084 - - - , - 4084
SIDEWALK CAFE - 4,497 - - - - 4,497
TECHNOLOGY RESERVE - - - - - - -
DEPOSITS 60.000 - - - - - 60,000
UNDERGROUNDING RESERVE - - - - - - -
PERS RESERVE 250.000 - - - - - 250,000
LEAVE LIABILITY 155.041 - - - - - 155,041
EQUIPMENT REPLACEMENT 651,288 - {625,901) - 200,000 - 225,387
TOTAL GENERAL FUND 3,083,488 10,819,100 (10,358,291) - 402,000 {1,675,350) 3,170,948
|LIBRARY
CONTINGENCY - - {(10,810) - 10,810 - -
GAS TAX FUND ]
CONTINGENCY - 107,100 (458.016) - 350916 - -
ENCUMBRANCES - - - - -
TOTAL GAS TAX FUND - 107,100 (458,016) - 350,916 - -
OPEN SPACE FUND ]
CONTINGENCY 6.408 411,747 {721.702) (13.008) 316.555 - -
DESIGNATED:
OPEN SPACE ACQUISITION 133,388 - - - 133.388
ENCUMBRANCES - - - - - -
RIVERMOUTH OPENING 1,756 - - - - 1.756
TREE RESERVE 48,664 - - 1 000 (20.000} 29.664
SAND REPLENISHMENT - - - - - -
TOTAL OPEN SPACE FUND 190,216 411,747 {721,702) {13,008) 317,555 (20,000) 164,808
SUPPLEMENTAL LAW ]
RESTRICTED - 100,000 (190,739) - 90,739 - -
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CITY OF DEL MAR
FISCAL YEAR 2011-2012 SECOND QUARTER FINANCIAL REPORT

OPERATING AND CAPITAL IMPROVEMENT BUDGET

RESERVE SUMMARIES

Beg. Balance OC&M CiP Projected
RESERVE 07/0111 Revenue Expenditures Expenditures In {Out) End Balance
TITLE Audited FY 2042 FY 2012 FY 2012 FY 2012 FY 2012 06/30/42
|1EG|ONAL COMMUNICATIONS
RESTRICTED 6,293 45,000 (25,350) - - - 25943
Emms
RESTRICTED 11,186 131,056 (141,95T) - - - 285
@usms —|
RESTRICTED 762,583 51,228 (106,341} - - - 707,468
WILDFIRE PROTECTION BOND DERT —|
RESTRICTED 188,349 181,390 (176,040) - - - 193,699
CAPITAL IMPROVEMENT FUND —|
CONTINGENCY 1.167.628 19,681.204 (21,438,513) 639.681 - 50.000
ENCUMBRANCES - - - - - - -
RESERVE FOR CAPITAL 824947 - - - - {160,000) 664,947
TOAL CAPITAL IMPROVEMENT FUND 1,992,575 19,681,204 - (21,438,513) 639,661 (160,000) 714,947
BOP 42 FUND
RESTRICTED - 65 . (65) - - -
TRANSNET Il FUND —|
RESTRICTED 897 338,000 - (337,644) - - 1,253
E‘CIP FUND
RESTRICTED 6,865 - - - - - 6,865
TOTAL GENERAL GOVERNMENT 7,142,452 31,865,888 (12,189,246) (21,789,230) 1,811,701 {1,855,350) 4,986,216
EORKERS' COMPENSATION FUND
FUND BALANCE 797,369 265723 (263,103} - . - 799,989
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CITY OF DEL MAR
FISCAL YEAR 2011-2012 SECOND QUARTER FINANCIAL REPORT
OPERATING AND CAPITAL IMPROVEMENT BUDGET
RESERVE SUMMARIES

Beg. Balance O&M CIP Projected
RESERVE oT/I0111 Revenue Expenditures Expenditures In {Out) End Balance
TITLE Audited FY 2012 FY 2012 FY 2012 FY 2012 FY 2012 06/30/12
WATER FUND
RETAINED EARNINGS 85,338 2323521 (2.257.501) - - - 161.358
RESTRICTED:
BOND SECURITY 232.063 - - - - - 232,063
CONTRIBUTED CAPITAL 4,028,272 - - - - - 4.028,272
WILDFIRE PROTECTION 21604 - - - - - 21.604
DESIGNATED:
ENCUMBRANCES - - - - - -
SELF-INSURANCE 50.000 - - - - - 50,000
RATE STABILIZATICN 200,000 - - - - - 200,000
CAPITAL REPLACEMENT 2,457 027 - - (192,500) - - 2,264,527
OPERATING RESERVE 199,837 - - - - - 199,837
EQUIPMENT REPLACEMENT 212,288 - - - - - 212,286
UTILITY PLANT IN SERVICE 6.655 537 - (334,952) - - - 6,320,585
TOTAL WATER FUND 14,141,964 2323521 (2,592,453} {192,500) - - 13,680,532
CLEANWATER FUND
RETAINED EARNINGS - 421,471 (465.120) - 43,649 - -
ENCUMBRANCES 17.840 - {17.840) - -
TOTAL CLEAN WATER FUND 17,840 421,471 (482,960) - 43,649 - -
WASTEWATER FUND
RETAINED EARNINGS 963.523 2,703,688 (2.720,525) - - {45.000) 901.686
RESTRICTED: -
BOND SECURITY 456,552 - - - - - 456,552
CONTRIBUTED CAPITAL 650.814 - - - - - 650.814
DESIGNATED: )
ENCUMBRANCES - - - - - R
CAPITAL REPLACEMENT 1.384,754 1,654,489 - (1.766,989) - - 1,272,254
OPERATING RESERVE 310.000 - - - 10.000 - 320,000
UTILITY PLANT IN SERVICE 5.341,904 - (378,419) - - - 4.963.485
RATE STABILIZATION 230,000 - - - 35,000 - 265.000
TOTAL WASTEWATER FUND 9,337,547 4,358,177 (3,098,944) (1,766,989) 45,000 (45,000) 8,829,791
TOTAL ENTERPRISE FUNDS 23,497,351 7,103,169 (6,174,357) (1,959,489) 88,649 (45,000) 22,510,323
TOTAL - ALL FUNDS 31,437,172 39,234,780 {18,626,706) (23,748,719) 1,900,350 (1,900,350) 28,296,528

2
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CITY OF DEL MAR
FISCAL YEAR 2011-2012 SECOND QUARTER REPORT

CAPITAL IMPROVEMENTS
JULY 1 - DECEMBER 31, 2011

ALL FUNDS
FUNDING BUDGET AMENDED 1QTR ACTUAL REVISED 2QTR INCREASE
FUNDIACTIVITY SCQURCE 2011-2012 2011-2012 AT 12131 2011-2012 {DECREASE)
GENERAL CIP FUND
ANNUAL STREET & DRAINAGE IMPROVEMENT GENERAL FUND 152,000 263,452 22,669 354,112 90,660
WEED ABATEMENT FOR CITY PROPERTIES GENERAL FUND 15.000 15.000 6,556 15,000 -
PUBLIC FACILITIES PLAN GENERAL FUND - 226,883 - 226,883 -
BEACH SAFTY CENTER CONTRIBUTIONS/GF 200.000 2,296,663 623,583 2,296,663 -
TORREY PINES BRIDGE HBRR/CALTRANS 3.000,000 17,675,742 1,991,451 17,675,742 -
FACILITY CAPITAL NEEDS GENERAL FUND 50,000 50,000 - 50,000 -
SAN DIEGUITO ROAD DRAINAGE IMPROVEMENTS DEH VECTOR GRANT - 92,842 11.517 92,842 -
COURT ST TO 28TH ST DRAINAGE DITCH IMPRV DEH VECTOR GRANT - 481215 27,608 481,215 -
SHORES ADMIN ENVIRONMENT AL ASSESSMENT GENERAL FUND 4,000 4,000 - 4,000 -
CDBG PROJECT - SIDEWALK GENERAL FUND 20,130 20,130 - 36,965 16,835
CDM BRIDGE OVER SAN DIEGUITO GENERAL FUND - 8.521 1.800 8.529 -
CDM BRIDGE OVER SAN DIEGUITO HERR/CALTRANS - 196,570 4,972 196,570 -
TOTAL GENERAL CIP FUND 3,441,130 21,331,018 2,690,156 21,438,513 107,495
TRANSNET Il ANNUAL
ANNUAL STREET RESURFACING & DRAINAGE TRANSNET Il 145,000 304,644 - 311,644 7,000
LOCAL MATCH TO BRIDGE RETROFIT PROJECT TRANSNET Il 26,000 26,000 644 26,000 -
TOTAL TRANSNET CIP 171,000 330,644 644 337,644 7,000
OPEN SPACE FUND
PARK/OPEN SPACE IRRIGATION SYSTEM OPEN SPACE 6,600 9.691 - 9,691 -
SEA GROVE PARK OPEN SPACE - 3,317 - 3,317 -
TOTAL OFEN SPACE CIP FUND 6,600 13,008 - 13,008 -
PROP 42 FUND
ANNUAL STREET RESURFACING CIP GFUND/CALTRANS G5 65 - 65 -
TOTAL PROP 42 FUND €5 65 - 65 -
WATER FUND
Bl ANNUAL WATER IMPROVEMENT WATER FUND 30,000 30,000 1,000 30,000 -
ZUNI ROOF REPLACEMENT WATER FUND 150,000 150,000 - 150,000 -
PUBLIC WORKS ROOF WATER FUND 12,500 12,500 - 12,600 -
TOTAL WATER FUND 192,500 192,500 1,000 192,500 -
WASTEWATER FUND
PUBLIC WORKS ROOF WASTEWATER 12.500 12,500 - 12,500 -
B ANNUAL SEWER IMPROVEMENTS WASTEWATER 30.000 30,000 1.000 30.000
TRI-ANNUAL HERBICIDE PROGRAM WASTEWATER 45.000 45.000 40,484 45.000 -
21ST STREET PUMP STATION WASTEWATER 300.000 1.654.489 1.010.122 1,654,489 -
TELEMETRY SYSTEM WASTEWATER 25,000 25,000 3.716 25.000 -
TOTAL WASTEWATER FUND 412,500 1,766,989 1,055,322 1,766,989 -
TOTAL CAPITAL IMPROVEMENT PROJECTS 4,223,795 23,634,224 3,747,122 23,748,719 114,485
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CITY OF DEL MAR
FISCAL YEAR 2011-2012 SECOND QUARTER FINANCIAL REPORT
REVENUE ADJUSTMENT SUMMARY
JULY 1 - DECEMBER 31, 2011

Adopted First Quarter Proposed Second Proposed Second
Revenues Budget Adjustments Quarter Adjustments Quarter Budget

General Fund:
Property Tax in Lieu of VLF $ 424369 § (3,385) § - $ 420,984
Sales and Use Tax 1,011,615 - 50,000 1,061,615
Sales Tax in Lieu of Property Tax 380,718 12,917 - 402,635
Transient Occupancy Tax 1,648,000 50,000 50,000 1,748,000
License & Permits 16,200 - (4,000) 12,200
Junior Lifeguards 48,456 - (5.000) 43,456
Moving Violation/Vehicle Code Fine 53,639 - (10,000) 43,539
Red Light Enforcement 107,100 - 22,900 130,000
Administrative Citations - - - -
Sidewalk Café Fees 3,969 - 528 4,497
Motor Vehicle License Fee 12,240 (12,240) 2,306 2,306
On-track Pan-mutuel 15,966 4,828 - 20,794
Solid Waste 3,060 - 794 3,854
Planning Services 220,000 - 25,000 245,000
Worker's Comp Reimbursement - 39,989 46,883 86,872
Miscellaneous - 5,000 11,986 16,986

Total General Fund 97,109 191,397
Non-General Funds:
Open Space Fund 404,627 17,502 (10,382) 411,747
Supplemental Law Fund - 100,000 - 100,000
Grants Fund 44,372 705,134 (618,450) 131,056
Housing Fund 98,242 - (47,016) 51,226
CIP Fund 3,024,835 16,646,369 10,000 19,681,204
Transnet Il 171,004 159,644 7,352 338,000

Total Non-General Fund 17,628,649 (658,496)
Enterprise Funds:
Water Fund 2,692,192 - (268,671) 2,323,521
Cleanwater Fund 420,387 - 1,084 421,471
Wastewater Fund 3,184,869 1,654,489 (481,181) 4,358,177

Total Enterprise Funds 1,654,489 (748,768)

Total Revenue Adjustments $ 19,380,247 $ (1,.215,867)

Bl
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