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City of Pacifica
Budget Summary
Fiscal Year 2006-2007

MESSAGE FROM THE CITY MANAGER
Honorable Mayor and Members of the City Council:

We are pleased to present the Adopted 2006-2007 Budget for the City of Pacifica. This document will
contain a preliminary projected status review of the performance of the 2005-2006 budget as well as
highlights of the 2006-2007 adopted budget. The goals of the budget process are to identify fiscal year
services to be provided to our community and to decide how revenues to the City will be used. Because
of the slow recovery in the local economy, revenues have been impacted for a prolonged period of time
and have placed limitations on our ability to provide the quality of services that are desired by the public.
The City’s ability to provide the quality of services is directly impacted by available revenue resources.
However, fiscal year 2005-2006 demonstrated the second year of a stronger California economy and
stronger local housing market, which is reflected in the fiscal year 2005-2006 revenue projections.

Pacifica’s fiscal year 2006-2007 budget was adopted on June 26 and is close to a structurally balanced
budget for the first time after several very challenging years. The General Fund budget for fiscal year
2006-2007 is $25,084,245. The total City budget for all funds, including the Enterprise Fund and the
RDA funds, is $43,833,924.00. The City’s General Fund fiscal year 2006-2007 budget has only a
negligible $94,000 structural deficit, down from a $1,200,000 structural deficit in fiscal year 2005-2006.
Structural deficit simply means that expenditures are greater than revenues, not allowing for one-time
monies, such as the sale of property. However, our revenue growth is dependent on a healthy economy
and we are forced to consider revenue consequences from the closure of Devil’s Slide from April 5, 2006
to August 4, 2006. The closure of this major stretch of Highway One between the City of Pacifica and
Half Moon Bay will impact at least two of our major revenue sources; sales tax and transient occupancy
tax.

The City Council hosted four budget study sessions in order to receive community input on the budget
issues and to develop a meaningful plan to provide the services desired by the taxpayers within the scope
of the resources available. The Budget Study Session discussions were a genuine benefit to the Staff and
beneficial for the Council and Community to better understand the issues that require solutions, and to
encourage discourse regarding problems and solutions facing our community. It is of the utmost
importance that stakeholders participate in the process and understand the reasons that decisions are made
and the anticipated outcomes from those decisions.

Budget Study Session Dates

April 5, 2006 Department Goals
May 3, 2006 General Fund

May 16, 2006 General Fund

May 31, 2006 Enterprise & Capital
June 26, 2006 Adoption of Budget

The City Council hosted and worked closely with the Community during a Strategic Plan process to
identify priorities from the community that could be considered during the budget study process. During
these sessions, there were discussions that resulted in the following ten overall goals of the City.

1. Preserve and enhance Pacifica’s natural resources and open space to ensure an
ecologically vibrant community



2. Evaluate land use issues to ensure that the goals, policies and programs of the General
Plan reflect the community’s vision and mission

3. Maintain, modernize and beautify the City’s infrastructure and facilities

4. Broaden and enhance local revenues to provide stable, reliable and sufficient revenue
sources

5. Foster a vibrant business climate
6. Promote cultural arts and community services

7. Enhance economic development which emphasizes sustainable urban development,
increase public sector revenue, increased investment in the community, and positively
impacts the physical environment and quality of life

8. Maintain a safe community that is prepared for emergencies

9. Provide efficient & cost effective city government and excellent customer service and
administration

10. Implement measure that improve traffic congestion and enhance safety

The fiscal year 2006-2007 budget has addressed many of these overall goals as they relate to economic
growth, vibrant community, environmental improvements and infrastructure improvements.

There were no staffing reductions required to balance the budget, as a matter of fact, the City Council
approved adding two positions; one being a structural engineer in the Public Works Department; as well
as an assistant planner for the Planning Department. These positions will supplement the current lean
staffing and accommodate more expedient and efficient service in those departments. Additionally, fiscal
year 2006-2007 is the third year of the community supported Fire Assessment funding allowing the City
to fully staff both fire stations with full staffing.

The Budget

The budget document includes a listing of departmental accomplishments from the preceding fiscal year
and goals for fiscal year 2006-2007. Development of the fiscal year 2006-07 budget began in February
2006. The initial step in this process was the dissemination of information and forms to City staff while
the Finance Department prepared revenue projections.

Revenue projections are essential to preparing a credible budget proposal and are the basis for approving
expenditures. In the waning tenuous fiscal environment, we continue our constant vigilance in watching
for changing trends and staying current with State politics.

The budget was balanced this year using less than $100,000 from surplus revenue from the fiscal year
2005-2006 budget. There was over $1.1 million in un-budgeted, extraordinary revenue from the County
for excess Education Relief Augmentation Fund (ERAF) payments over the past five years. The
preliminary budget numbers were presented to the City Council in the four study sessions mentioned
above. The City Council decided to utilize this one-time surplus for one-time project spending, such as
the purchase of a long-overdue financial/human resources software system as well as funding for a
consultant study considering expanding the RDA. It is projected that the structural imbalance for the next
two years will be insignificant; but growing back close to $1.2 million if the Fire Assessment is not
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renewed in fiscal year 2008-2009. It is the job of the City Manager to be a voice for the values of fiscal
conservatism, taking extreme care with public money by avoiding imprudent risks.

That spending philosophy shows not only in the spending and revenue recommendations to the City
Council, but also in the financial management policies that are implemented. Perhaps the
Administration’s most important role is to provide public accountability. The budget document should
explain to the citizens how their money is being spent. It is our goal to provide a user-friendly budget
document that clearly explains sources and uses of public funds.

On June 26, 2006, the City Council approved the fiscal year 2006-2007 General Fund expenditure budget
of $25,084,245, 4.65% higher than the fiscal year 2005-2006 budget. This will be discussed in more
detail later in this document.

The following is an overview of fiscal year 2005-2006 General Fund projected revenues and
expenditures:
Fiscal Year 2005-2006 Comparison
Projected Revenues and Expenditures

To Budget
Amended Projected Difference
Budget
Revenues $23,754,175 $25,614,443 $1,860,268
Expenditures $24,017,502 $24,410,495 ($ 392,993)
Net Over (Under) $1,467,275

Notable changes to fiscal year 2005-2006 revenues and expenditures are discussed below:

Revenues are projected to come in $1,860,268 over budget. The most substantial difference between
budgeted and projected revenue was an unanticipated ERAF refund in two distributions of $953,502 and
$220,433. Going forward, the passage of Proposition 1A during fiscal year 2004-2005 prevents the State
from any further takeaways beginning in fiscal year 2006-2007 without 2/3 vote of the legislators.

On the expenditure side, the budget is projected to come in approximately $392,993 over budget. The
majority of the overage is attributable to overtime in thie Fire Department. The net result of the fiscal year
2005-2006 budget is a projected surplus in the amount of $1,467,275. This number will very likely
change when the audited actual dollars are entered into the financial reports. The chart below
demonstrates the sources of General Fund revenue.

General Fund Revenue Sources

Recreation Fees

Intergovernmental 7% License_es &
Revenues - L perz;nts Charges for
20% \ S 1% Services

7%

Use of Money &
Property —
2%

= LProperty Taxes
37%
Sales Tax

Franchise & Other 5%
Taxes
21%
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GENERAL FUND REVENUES 2006-2007:

General Fund revenue sources are shown above. Overall, revenues are expected to increase by
approximately $1.2 million or 5.22% over prior year budget amount. This figure does include transfers-in
from the Fire Assessment Fund. There are no other one-time revenue amounts included in the budget.
This is the third year of the Fire Assessment funds, which supplement the general fund for the cost of
firefighters’ salaries and benefits in the amount of $870,000. An additional $100,000 was budgeted in the
new Fire Assessment fund for small fire fighting equipment replacement and a reserve for vehicle
replacement as needed. For the life of the Fire Assessment, tax revenue can only be utilized for three

specific fire department costs: firefighter salaries; benefits; and fire fighting equipment including
vehicles.

General Fund Revenue 5-Year History
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The five year history shown above demonstrates that the City’s General Fund revenue for fiscal years
ending 2002, 2003 and 2004 remained relatively flat, with a considerable increase in fiscal year ending
2005, which was also the first year of the Fire Assessment funding.

General Fund Expenditure 5-Year History
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The five year history shown above demonstrates a 7% increase in General Fund expenditures between
fiscal years 2003-2004 and 2004-2005.
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Comparison General Fund Expenditures to Revenue
5- Year History
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The five year history of General Fund Expenditures shown above demonstrates that after three years of
structural deficit spending, fiscal year ending 2005 ended with revenues higher than expenditures.
However, this was due to one time revenues, such as sale of property and ERAF refund. ‘

The following explanations will cover each revenue group with emphasis on revenues that are showing a
substantial change, up or down.

PROPERTY TAX - As the general economy has continued to rebound over the past fiscal year, the
housing market also continued to be active with prices increasing with virtually every sale. However, we
are conservatively increasing Property Tax and Property Transfer Tax revenue projections for the
upcoming year due to the continued increases in mortgage rates and the cool down in the housing market.
Overall, this revenue group accounts for $8,220,000 or 37% of the total General Fund revenue. Based on
information from the County of San Mateo, we are estimating an overall increase of 8% in property tax

revenue. Property Tax revenue has been increasing consistently over the past five years as seen in the
chart below.

Property Tax 5-Year History
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OTHER TAXES

Sales Tax is now broken out to add “Supplemental Property Tax in Lieu of Sales Tax”, resulting
in 25% of the sales tax revenue being shifted for distribution with the property tax revenue twice
added to cash flow issues, which we are monitoring carefully. Sales tax

d to increase by approximately $100,000 in fiscal year 2006-2007, to
$1,420,000. Sales tax revenue has been fairly flat with a deviation of around $100,000 as seen in

per year. This has
revenue is projecte

the two recession fiscal years ending 2002 and 2003.

1,340,000

1,320,000

1,300,000
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Revenue §
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1,200,000
1,180,000
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Transient Occupancy Tax (TOT) revenue is projected to increase by approximately 20% in
fiscal year 2006-2007, but mostly due to a delinquent amount that is due from one of the hotels.
We have taken into consideration the closing of Devil’s Slide in our projections. TOT revenue
took a downturn during the recession years, but is gaining strength again.

Revenue §'s
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Public Safety Sales Tax is revenue derived from Proposition 172 and is paid directly to the
County. The distribution to cities is based on a complex formula and not tied to the point of sale
like regular sales tax.

INTERGOVERNMENTAL REVENUE - This group consists of revenues that the City receives
directly from other government agencies in the form of entitlements or grants. Intergovernmental
revenues are projected to increase approximately $800,000 or 21%, directly related to the anticipated
increase in vehicle license fee revenue. The single largest budgeted revenue in this section, shown in the
chart below, is Vehicle License Fees ($3.2 million), a portion of which is no longer available for the State
of California to “borrow” since the passage of Proposition 1A. This revenue line item is “split” into
another line item called “supplemental property tax in-lieu of VLF”. The State will continue to pay local
agencies the .65%, which is collected from the vehicle owners; but will “backfill” the remaining 1.35%
via payments in conjunction with the property tax distributions twice per year. This timeliness diversion
will also cause cash flow issues, which again are being closely monitored.

Vehicle License Fee 5-Year History
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CURRENT SERVICE CHARGES - This revenue group includes charges for services that are tied to
new construction and improvements, administrative services provided to the Wastewater treatment plant,
and revenue generated by the paramedic program. This group is projected to increase by 2.45% or about
$35,000. This group of revenues represents 7% of total general fund revenue.

RECREATION FEES - These Program Fees overall are projected to be down by 2.33% to $523,500.

Seniors-in-Action Fees are also budgeted flat at $67,000.

Childcare Fees are projected to be up by about 3% to $928,000. The revenue projection remains
conservatively flat for fiscal year 2006-2007.

USE OF MONEY & PROPERTY - This is not a large General Fund revenue group ($412,000 or 2% of
total revenues). Interest rates have begun to climb consistently and we anticipate less demand for major
project output as well as an influx of litigation cost refunds to realize greater investment yield. Parks,
Beaches & Recreation (PB&R) continues strong rental of city facilities and expects to continue doing the
same into next year.
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OPERATING TRANSFERS IN - This group includes resources collected by other Funds (due to
regulations or statutes) and then transferred to the General Fund to support specific activities. We have
budgeted a transfer-in from the new Fire Assessment in the amount of $870,000 as explained above; and
also included a transfer-in from the Enterprise Fund of $200,000 to reimburse the general fund for the

purchase of the Esplanade property, which is mitigation to offset fees from the State Water Control
Board.

GENERAL FUND EXPENDITURES 2006-2007:
The following will detail major changes in each department and the associated cause:

City Council - The expenditure budget is up 14% to $133,200 and includes $10,000 for the 50®
Anniversary celebration.

City Manager - This budget reflects a decrease to $506,300, down 37% and includes a decrease in staff
costs related to sharing the administrative clerk position with the Human Resources Department and a
decrease because the previous year included a settlement payment to a terminated employee from the City
Manager’s office.

City Attorney - This budget has decreased down to $1,165,400 or (6%) and includes $810,000 in
contractual legal fees for litigation matters.

Human Resources - This budget is increasing to $459,400 or 22% to allow for consultant costs for MOU
negotiations as well as shared staffing costs with the City Manager.

Fire Department - This budget reflects an increase to $5,742,900 or 7%. This increase is in large part a
result of benefit cost increases as well as the new Workers Compensation insurance policy.

Planning and Economic Development Department - This budget reflects an increase to $982,700 or
14%, which includes a new Assistant Planner position.

Public Works - This department shows an increase to $1,595,000 or 25%. The increase resulted from the
shifting of 1.5 employees back into the General Fund from the Gas Tax Fund and the Street Construction
Fund and the addition of a new position of Structural Engineer.

Finance Department - Overall increase for all divisions to $1,032,900 or 5%. Finance includes Payroll,
Accounts Payable, Accounts Receivable, Information Technology and Business Registration.

Police Department - The Police budget reflects an increase to $7,953,200 or 9%. This increased budget
can be attributable to increased benefit costs as well as a substantial portion of the cost of the new
Worker’s Compensation insurance policy.

Parks, Beaches and Recreation - This budget is increasing to $3,027,000 or 2%, remaining virtually
status quo.

Non-Departmental - This budget covers those expenditures that are not directly related to a specific
General Fund department, such as animal control fees, county charges, contributions to community
groups, debt service, and transfers to other operating funds of the City. This budget will decrease to
$2,486,300 or (9%). Within this account, the City Council continued support of the Chamber of
Commerce in the amount of $10,000 with an additional $30,000 for advertising to help mitigate the
impact of the Devil’s Slide closure. The City Council also chose to once again demonstrate a strong
partnership with the Library community by contributing $165,000 in support from this budget. In
addition, the City Council supported the Resource Center in its third year of transition to independence,
demonstrating their strong commitment to subsidize services for our most needy residents and ensuring
that homeless prevention programs and other services to the needy are supported by this budget.

viii



They also continued support to the Youth Service Bureau in the amount of $10,000 for fiscal year 2006-
2007. These are both organizations that reach out to provide services to the citizens of the community.
The chart below demonstrates general fund uses by percentage.

Uses of General Fund
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General Fund Balance - The projected fund balance at the end of fiscal year 2005-2006 is
—$7,758,735.- —Five year “history ~“of General Fund ~Balance is~shown “below. ~ This graph
demonstrates that the City’s budget was working with a structural deficit and had to utilize fund
balance in the aftermath of the recession years, but has rebounded over the past two years.

General Fund Balance 5-Year History
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OTHER FUNDS:

Special Revenue Funds

Fire Assessment Tax - This tax was approved by the voters in March, 2004 and placed on the property
tax bill for the first year of distribution in December 2004 and April 2005. Fiscal year 2006-2007 is the
third year of the assessment revenue, with a sunset after year five.

Supplemental Law Enforcement Services Fund - Fiscal Year 1996-97 was the first year of this
program. The State allocates a set amount each year, at the discretion of the legislature, to provide
funding to support front line police activities. The 2006-2007 expenditure budget is $137,100, 13%
higher than the previous fiscal year.

Gas Tax Maintenance Fund - This Fund is mandated to track Gas Taxes. In prior years, a portion of the
funds were transferred to the General Fund to support the Street Maintenance function, and the remainder
stayed in the Gas Tax Maintenance Fund for construction or additional maintenance programs. In Fiscal
year 2006-2007 1.5 full time equivalent street maintenance employee costs have been moved out of the
Gas Tax Fund and back into the General Fund. The budget for fiscal year 2006-2007 totals $1,265,300,
approximately 14% higher than the previous fiscal year.

National Pollution Discharge Elimination System (NPDES) - This Fund is required to track revenues
and expenditures tied to this federally mandated program. The program has been funded through
assessments on the tax rolls, but since the passage of Prop 218, we cannot increase this revenue source
without a vote of the taxpayers. Because we currently are raising only about $170,000 to $175,000, it is
not prudent to take it to a special election vote. This budget is increasing 21% to $363,000, and is
subsidized by a loan from the General Fund. This increase is due to increased cost of operations due to
State mandated performance requirements, and an increase in personnel assigned to this fund. A
Countywide tax was approved in fiscal year 2005-2006 that will bring about $30,000 into this fund based
on $4.00 per vehicle registered in the City.

Planned Local Drainage Fund - This Fund is increasing from $33,000 to $206,000 using funding from
the previous fiscal year that was not spent. This project should be completed in fiscal year 2006-2007.

CAPITAL PROJECT FUNDS:

Street Construction Fund - The fiscal year 2006-2007 budget of $2,738,375 represents an increase of
60% over the previous fiscal year, but as with all capital project funds, there is very little, if any,
relationship between Capital Project budgets from year to year. Projects currently in the budget that are
not completed by year-end will automatically have their remaining budget rolled forward.

Highway 1 Improvement Fund - This Fund is responsible for funding street related capital projects
along the Highway 1 corridor. The fiscal year 2006-2007 budget is $1,067,900, the majority of which is
rolled over from the previous fiscal year unspent appropriations. The bulk of this budget is for the San
Pedro Creek Bridge and the Calera Parkway.

Manor Drive Improvement - The City approved a project to improve the overpass intersections at
Manor and Highway One. This project was completed in fiscal year 2005-2006 with no new budget
authority for fiscal year 2006-2007.

Aircraft Noise Project - This is a noise insulation program funded by the Federal Government and San
Francisco International Airport. $207,000 is allocated for payment in full of the retention once the project
receives the notice of completion.



General Capital Improvement Fund - This fund accounts for the revenues and expenditures related to
capital projects of a general nature, which are not tied to a special fund. As with other Capital Project
Funds, the annual budget can fluctuate greatly from year to year. Fiscal year 2006-2007 has a new budget
authority of $347,800. Projects in this fund are almost wholly supported by grants.

Parks/Playfields Capital Fund - This fund accounts for design and construction costs related to the
development of City parks. The budget in the amount of $95,000 is the balance for the Skate Park
project.

R. Davies Trust - This is a new fund dedicated to park improvement projects with a budget of $555,000.

DEBT SERVICE FUNDS:

Debt Service Fund - The fiscal year 2006-2007 budget for this fund is $424,000, which represents the
refunded debt service payments on three debt issues. The City refinanced the $5,000,000 Certificate of
Participation (COP) from 1999; $6,000,000 of COP from 2000 for construction of a new Police Station,
and the $2,630,000 COP from fiscal year 2002-03 to finish the Police Station. The City also issued an
additional $2,000,000, which will be used for infrastructure improvements. The City will take some
initial savings during the first two years of the term.

INTERNAL SERVICE FUNDS:

Self-Funded Dental Fund - We have had five consecutive years of favorable claims history. Total
estimated expenditures are projected to be $138,000, the same as the prior year. We are not projecting
any large increase or decrease in claims for the next year.

Workers’ Compensation Fund - The last few years have rendered reasonable claims history. This fund
covers workers compensation claims, excess insurance, and cost of our outside administrator. The City
has joined a pool participating in a workers compensation program. The cost to participate is $722,000
this year. These costs are charged through payroll and transferred to this fund for coverage.

General Liability Fund - This self-insured fund is $310,000, down up from $433,000 the previous fiscal
year. There will be no transfers from the general fund this year. The City has increased its general
liability insurance from $15,000,000 to $20,000,000. Funding is from premiums charged to the General
Fund and the Sewer Fund. Expenditures in this fund include pool premiums, excess coverage premiums,
outside professional services, and self-retention claims payments. Overall costs have remained relatively
stable over the past several years.

Motor Pool Operations Fund - Expenditures are decreasing from $746,000 to $694,000, a decrease of
7%. Costs for vehicle maintenance should remain pretty much status quo during the upcoming year,
although gasoline prices have impacted this budget negatively.

Motor Pool Replacement Fund - The budget is $638,000, which includes $300,000 for the purchase of
one PB&R van and two Fire vehicles.

ENTERPRISE FUNDS:

Wastewater Treatment Plant - The plant’s budget for next year is reflecting an increase of 3.6% to
$8,800,000.

Sewer Facility Construction Fund - The budget for 2006-2007 is $1,500,000 of new budget authority
compared to $783,000 the previous fiscal year. There are numerous continuing projects planned for the
wastewater treatiment plant.
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REDEVELOPMENT AGENCY:

The RDA budget for 2006-2007 is budgeted at $407,000 and includes $127,100 for debt service for
partial payment to the General Fund. The remaining debt to the General Fund will continue to accrue
interest expense and will be repaid as the tax increment from the RDA project area grows. There is a
pass-through in the amount of $4,100 that goes directly to North Coast County Water District.
Additionally, the State has shifted $9,100 from the RDA for Education Relief Augmentation Fund
(ERAF).

RDA Housing - The Redevelopment Agency Housing Fund gets 20% of tax increment revenue set-aside
for housing programs anywhere in the City. This 20% is calculated before the pass-through is
implemented. As tax increment revenues grow so will the dollar amount of the 20% set-aside.

In conclusion, it is with pleasure that we can say that the City was able to maintain its service levels and
complete a number of projects during the last fiscal year. We are confident that we can meet the
challenges before us and continue to make significant operational improvements with the support of the
City Council and the continued diligence of innovative and motivated staff, as well as an actively
involved community.

Respectfully submitted, Respectfully submitted,
Y trere

Joseph M. Tanner Maureen M. Lennon

City Manager : Finance Director/City Treasurer
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Resolution No. 33-2006

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF PACIFICA
ADOPTING OPERATING AND CAPITAL BUDGETS FOR FY 2006-2007

The City Council of the City of Pacifica hereby resolves as follows:

SECTION 1. Adoption of Budget

The City of Pacifica preliminary budget for FY 2006-2007, as submitted to the City Council on June 26,
2006, is hereby adopted as the budget for the City of Pacifica for FY 2006-2007. The appropriations for the
General Fund Departments and other Funds shall be set forth as follows:

Adopted Budget

2006-2007
GENERAL FUND:
City Council 133,180
City Manager’s Office 506,292
Human Resources 459,443
City Attorney’s Office 1,165,363
Finance Department 1,032,886
Police Department 7,953,155
Fire Department 5,742,939
Planning & Economic Development 982,737
Public Works - Field Services 1,595,077
Parks, Beaches & Recreation Department 3,026,916
Non-Departmental (includes transfers) 2,486,255
TOTAL GENERAL FUND: 25,084,244
CAPITAL PROJECT FUNDS:
Street Construction Fund 2,589,975
Highway 1 Improvement Fund 1,067,889
Aircraft Noise Project Fund 207,064
General Capital Improvement Fund 347,859
Sewer Facility Fund 1,506,940
Manor Drive Improvement Fund -0-
Parks/Playfields Improvement Fund 95,000
PB&R - R. Davies Trust 555,000
TOTAL CAPITAL PROJECT FUNDS: 6,369,727
OTHER OPERATING FUNDS:
Fire Assessment Fund 1,018,000
Traffic Safety Fund -0-
Supplemental Law Enforcement Fund 137,126
Gas Tax Maintenance Fund 1,265,325
NPDES Stormwater Fund 363,076
Planned Local Drainage Fund 206,000
WWTP Operations & Maintenance Fund 8,818,325
TOTAL OTHER OPERATING FUNDS: 11,807,852

TOTAL ALL FUNDS: 43,261,822
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© SECTION 2.-. . Transfers of Funds Between_ Departments

The City Council of the City of Pacifica may,: by simpl’e' motion and second, passed by affirmative v.ote of
three (3) members, transfer funds between departments as set forth in the departmental budget summaries.

SECTION 3. Transfers of Funds Within Departments

The City Manager may, by his written instructions, transfer funds between object classifications within a
department as set forth in the budget details. A copy of such instruction shall be provided to each Council
member. c : - g

SECTION 4. Transfers of Funds Between _Funds

Transfers of funds between funds as shown in the budget summary shall be made as expenditures warrant
such transfers. Other transfers. may be made by City Council Resolution adopted by affirmative vote of
three (3) members. : : : '

R * * * * % L * % * * *

- Passed and adopted at a mesting of the Gity Counci of the City of Pacifica. held on the 26th"day of June
20086, by the following vote: ' ' : '

AYES, Councilmembers: Lancéllé, Hinton, Dedarnatt & Digre

NOES, Councilmembers: None
~ ABSENT, Councilmembers:  Vjeeland -
A'ABSTAiN, Cohhcilmehﬁbers: " None

" 4&//&4@@,

- Sue Digre, Mgifor -

APPROVED AS TO FORM: - " ATTEST:

7%56/@% O enest_

Kathy O’Confell, City Clerk

-~

ecilia M. Quick, City Attorney



RESOLUTION NO. 01-2006 :

A RESOLUTION OF THE AGENCY BOARD OF THE
CITY OF PACIFICA REDEVELOPMENT AGENCY ADOPTING THE
OPERATING BUDGETS FOR THE REDEVELOPMENT AGENCY GENERAL FUND
AND HOUSING AUTHORITY FUND FOR FISCAL YEAR 2006-2007

L WHEREAS there has been subrmtted to the Agency Board a- prehnnnary budget for the

operation of Redeveloprnent Agency and Housmg Authority programs and functions for the Fiscal
Year 2006-2007, and there has been submitted to the Agency Board a preliminary budget for the
capital expenditures related to Redevelopment Agency programs and activities for the Fiscal Year
2006-2007; and :

WHEREAS the. Agency Board heid rneetings to review the proposed RDA operating and
capital budget and Housing. Authonty budget and the Agency Board took actron to. accept the-
- proposed RDA budget and r :
NOW, THEREFORE BE IT RESOLVED by the Agency Board that as of June 26,
2006, the amount of $406,700 be fixed as the amount necessary to meet agency operating fiscal
year 2006-2007 requirements, and the amount of $17,000 be fixed as the amount necessary to meet
the Agency’s Housing Authority fiscal year 2006-2007 requnements and that the same is hereby
approved conﬁrmed and adopted .
PASSED AND ADOPTED thls 26th day of Tune, 2006 by the followmg roll call vote:
AYES: o ‘ Agenc_y Mernbers: . Lancelle Hmton DeJamatt & Dlgre
NOES:.  Agency Members: . . None
" ABSENT: Agency Members: - Vreeland

ABSTAIN: Agency Mernbers:', " . None -

APPROVED:

" Sue Digre, Agency/Chairperson

APPROVEDAS TOFORM: © 7 ATTEST: -

Cecilia M. Quick, City Attorney L Katﬁy O’Cétmell, Agency Board Clerk
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BASIS OF BUDGET PREPARATION
AND MAJOR FUNDS SUMMARIES

The City of Pacifica budget contains the revenues, appropriations and other financial information pertaining to all
City operating and capital budgets, including capital improvement projects. These funds are accounted for using
the modified accrual basis of accounting. The City’s budget goals are to achieve a balanced budget in the General
Fund with revenues equal to or greater than expenditures. Guidance is provided to the departments prior to
preparation of department budgets on economic outlook and parameters for funding.

Budget preparation involves several stages: 1) Preparing and updating revenue projections; 2) developing budget
guidelines; 3) requesting estimates from departments; 4) reviewing departmental estimates for accuracy; and 5)
conducting Council budget Study Sessions to decide what to recommend for funding; and finally adoption of the
budget. To assist departments with the preparation of the budget requests, the departments are presented with an
Excel budget detail worksheet, which is completed and returned to the Finance Department for review. The City
Manager directs the staff in budget guidelines, which are essentially policy statements that provide the
departments with a sense of the budgetary environment for the forthcoming year. After receipt of departmental
proposals, the City Manager reviewed each submission and made necessary cuts to attempt to balance the budget
with respect to projected revenue levels.

The City has no formal written policy for fund balance of the General Fund; however, historically the City has put
into practice the maintenance of a restricted and un-appropriated fund balance of approximately 10% of the
General Fund Operating Budget. The General Fund operating reserve balance as of the end of fiscal year 2006-
2007 is projected to be $2,244,231, representing approximately 10% of General Fund operating expenditures for
2006-2007. The total General Fund balance as of the end of fiscal year 2006-2007 is projected to be $7,668,310
representing 30% of the General Fund Operating budget for 2006-2007.

The City maintains a policy limiting annual debt obligation to less than 5% of total expenditures. The City also
maintains a policy that Cost of Services fees are reviewed annually and adjusted to match costs where applicable.
The City of Pacifica has an Investment Policy that has been certified by the Association of Public Treasurers, U.S.
& Canada.

Budgetary Control is maintained through monthly reports of revenue and expenditure accounts. The Council is
provided with a bi-monthly financial status report reviewing year-to-date expenditure and revenue positions as
compared to budget. A mid-year budget review and adjustment process is completed each January and submitted
to the Council for review and approval. Total appropriations within a fund may only be increased with Council
approval. This review precedes preparation of a new budget. Budgetary adjustments are only considered within
the framework of the adopted budget and the City Council’s directions, goals and policies. The City Council
appropriates the funds necessary to meet operating activities and capital budgets are based on estimates of
municipal needs for the fiscal year. The Departments prepare a work program, which is usually submitted to the
City Council for review and discussion in March. The City Council usually receives the proposed budget in late
May and schedules the necessary public study sessions to review the recommendations. Following the Council’s
review, a public hearing is held and the budget is usually adopted in late June. The fiscal year 2006-2007
proposed budget was presented to Council for consideration and adoption on June 26, 2006.

MAJOR FUNDS SUMMARIES:

General Fund: Revenues for fiscal year 2006-2007 for the General Fund including transfers-in for both
restricted and unrestricted, are estimated to be $24,993,820 representing a 5.22% increase over the adopted 2005-
2006 budget. Expenditures for fiscal year 2006-2007 for the General Fund including transfers-out for both
restricted and unrestricted, are estimated to be $25,084,244 representing a 4.25% increase over the adopted 2005-
2006 budget, with a fund balance projection of $7,668,310 including both restricted and unrestricted.
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Sewer Fund Operations: Revenues for fiscal year 2006-2007 for the Sewer Fund Operations including transfers
in for both restricted and unrestricted, are estimated to be $8,820,000, up from the adopted budget of 2005-2006
by 3.61%. Expenditures for fiscal year 2006-2007 for the Operation Sewer Fund including transfers out for both
restricted and unrestricted, are estimated to be $8,818,325, representing a 0.81% increase over the adopted 2005-
2006 budget. Fund balance at the end of fiscal year 2006-2007 is estimated at $14,375,221 and is $1,675 more
than the fund balance at the end of 2005-2006.

Gas Tax Fund: Revenues for fiscal year 2006-2007 for the Gas Tax Fund, including transfers-in for both
restricted and unrestricted, are estimated to be $1,141,200 representing a 17.77% increase from the adopted 2005-
2006 budget. Expenditures for fiscal year 2006-2007 for the Gas Tax Fund including transfers-out for both
restricted and unrestricted, are estimated at $1,265,325 representing a 16.91% increase from the adopted 2005-
2006 budget. Fund balance at the end of fiscal year 2006-2007 is anticipated to be $($67,571).

Street Construction Fund: Revenues for fiscal year 2006-2007 are projected at $1,575,000 representing a
74.42% increase over fiscal year 2005-2006. Expenditures for fiscal year 2006-2007 are budgeted at $2,738,375,
representing a 60% increase from the adopted 2005-2006 budget. Fund balance at the end of fiscal year 2006-
2007 is projected to be $2,058,020.

Capital Improvement Fund: Estimated revenues for fiscal year 2006-2007 for the Capital Improvement Fund,
including transfers for both restricted and unrestricted, are $1,305,000 representing a 64.5% decrease from the
adopted 2005-2006 budget. Expenditures for Fiscal year 2006-2007 are estimated at $347,859 resulting in a
93.7% decrease in expenditures from the adopted 2005-2006 budget. Fund Balance at the end of fiscal year 2006-
2007 for both unrestricted and restricted balances is estimated at ($758,740).

Basic Accounting: The City’s accounting system is maintained on a fund basis in accordance with governmental
accounting standards. Each fund is considered a separate accounting entity with a self-balancing set of accounts
that record assets, liabilities, fund equity, revenue and expenditures. All governmental funds are budgeted and
accounted for using the modified accrual basis of accounting, which recognizes revenues when they become
susceptible to accrual, i.e. measurable and available. Expenditures are recognized when the fund liability is
incurred.
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CITY OF PACIFICA
FISCAL BUDGET 2006-2007

REVENUE ASSUMPTIONS

The Finance Director prepares the upcoming year’s revenue projections and reviews these projections
with the City Manager. The Finance Director estimates and forecasts revenues based on a combination of
current trends, historical performance and anticipated changes to current projections. Using these
forecasts, together with other local issues, assumptions are made about the economy and its resulting
effects on certain individual revenue sources.

Non-recurring revenues that are anticipated are forecasted separately and scheduled only for the year or
years in which they are anticipated. Certain revenue sources are limited in use by law or local policy,
such as: Gasoline taxes, development charges, transient occupancy tax, fees for services, and grants.
Forecasts of expenditures for public street construction and other capital improvements are identified
separately for comparison with their restricted revenue sources.

Unlike appropriations, many key revenues projections are not subject to direct control by the City. For
instance, Property Tax revenues vary with real estate values, and building activity revenue is affected by
Building Permits and plan check fees. Sales Tax and Transient Occupancy Tax (TOT) revenues are
subject to the economic cycles of businesses in the community and tourism.

The majority of the City’s General Fund revenues is produced from a small number of sources, e.g.:
property tax, vehicle license fees, sales tax, business registration, fees for services, and transient
occupancy tax.

DESCRIPTION OF MAJOR GENERAL FUND REVENUE SOURCES

Sales Tax - Sales Tax is collected by the State Board of Equalization against tangible items. The local
portion is returned to the city and county based on where the sale was made. The City considers the
historical rate of change and economic conditions in forecasting future revenue. The City receives 1% of
the local 8.25% sales tax rate. This revenue source is approximately 5.7% of general fund revenues.

Property Taxes - Property Tax revenue is collected and distributed by the County of San Mateo based on
applying the constitutionally limited tax rate of 1% to the assessed value of certain secured and unsecured
properties as determined by the County Assessor. The City’s share of this property tax revenue is
approximately 12%, less the rebate back to the state for ERAF. The City of Pacifica and the County of
San Mateo have entered into a Teeter agreement, whereby the City receives 100% of its share of the taxes
assessed, with the County retaining all delinquent penalties and interest collected. This revenue source is
approximately 33% of general fund revenues.

Fees for Services - Cost of Services fees are revised on an annual basis based on a comprehensive review
of actual costs and increased by the consumer price index each year. This revenue source is
approximately 6% of general fund revenues.

Vehicle-in-Lieu - This revenue is generated by vehicle registration fees. This revenue source is
approximately 14% of general fund revenues.
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Transient Occupancy Tax - The City has a tax rate of 10% on room revenues paid to hotels within the
City. The tax is paid by the guests staying at these accommodations and remitted by the hotels to the City
on a monthly or quarterly basis. This revenue source has stabilized and seems to be recovering from the
economic downturn. This revenue source is approximately 3.6% of general fund revenues.

Business Registration Tax - This revenue is generated by a registration tax paid by all businesses
operating within the City. This revenue source is approximately 2% of general fund revenues.
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