CITY OF SAN LEANDRO

MEMORANDUM
DATE: May 4, 2012
TO: Finance Committee
FROM: Chris Zapata, City Manager
BY: David Baum, Finance Director

SUBJECT: Receive Third Quarter Financial Report as of March 31, 2012 for the 2011-12
General Fund, Special Revenue Funds, Enterprise Funds, and Internal Service
Funds Budget

SUMMARY AND RECOMMENDATION

Staff recommends that the Finance Committee review and approve the Third Quarter Financial
Report as of March 31, 2012 for the 2011-12 General Fund, Special Revenue Funds, Enterprise
Funds, and Internal Service Funds Budget.

BACKGROUND

The City Council-approved 2011-12 General Fund, Special Revenue Funds, Enterprise Funds,
and Internal Service Funds Budget is the annual plan and resource allocation that guides and
ensures implementation of City Council policies and priorities. The budget implements the
vision and direction for the broad range of services that meet the needs of the community in
accordance with City Council policy. This financial review as of March 31, 2012 provides the
third quarter budget update to the City Council this fiscal year. Analysis of the revenues
collected and all expenditures through March 31, 2012 measures the budget’s adherence to the
established resource allocation plan.

DISCUSSION

The adopted budget incorporates the estimated revenues and planned expenditures for all funds.
The attached Third Quarter Financial Report as of March 31, 2012 provides the revenue and
expenditure summary for the General Fund, Redevelopment Agency/Successor Agency,
Enterprise Funds, and Internal Service Funds. The following discussion focuses on variances
from the revenue and expenditure plans and allocations contemplated in the budgets.

General Fund

The General Fund finances the operations of the City that have no special or dedicated revenue
sources and pays for basic municipal services. Budgeted 2011-12 General Fund expenditures
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total $71,760,500. Expected revenues of $71,760,500, including interdepartmental fund transfers
finance the anticipated expenditures. Total third quarter revenue in 2011-12 amounts to
$47,578,500, 66% of the total budget (compared to 68% in 2010-11), although this year’s budget
is higher by nearly $5,229,000. Expenditures at the end of the third quarter amount to
$50,856,100, 71% of the budget (compared to 72% in 2010-11).

The budget was approved with the operating revenues and expenditures in balance, without the
use of reserves or one-time revenues for the first time since 2007-08. Receipts from a number of
revenue sources, including property tax, sales tax, interest earnings, and planning and building
permit fees, historically correlate with changes in regional and state economic conditions.
Revenue data from the fiscal year’s third quarter offers a better indicator for year-end actual
revenue than did the report at mid-year. Total revenue for the first half of 2011-12 was 66% of
the budget, slightly lower than the percentage at the same time last year.

General Fund Revenue

e Property Tax (52% of budget compared to 61% in 2010-11)—The current year’s budget for
property tax revenue is $100,000 greater than that budgeted in 2010-11. The first
payment of property tax from the secured roll by Alameda County in the amount of
$7,808,500 was recorded on December 14, 2011. The balance of the revenue received
amounting to $191,000 represents supplemental payments related to property
reassessments. Nearly $1,400,000 in additional supplemental adjustments was received
in April and is not reflected in the Financial Report (a similar amount was received in
March 2011 resulting in the higher property tax revenue reported in the third quarter of
2010-11).

e Sales Tax (62% of budget compared to 71% in 2010-11)—The current year’s budget for
sales tax revenue is $5,260,000 more than budgeted in 2010-11. Anticipated revenue
from Measure Z represents $3,400,000 of the increase (primary Sales and Use Tax
revenue was increased by $238,300 and Sales and Use Tax backfill was increased by
$1,231,700). The state has delayed payments for February and March (as was done in
2010-11), with the scheduled January payment in the amount of $952,400 received in
March 2012. The second quarter adjustment for the October-December advance totaled
$494,400.

e Utility Users Tax (66% of budget compared to 66% in 2010-11)—Revenue represents user
tax payments for eight months through February 2012 since March receipts are due by
April 30.

e Property Transfer Tax (83% of budget compared to 57% in 2010-11)—Third quarter
revenue in 2011-12 includes $630,400 resulting from the sale of the Lakeside Village
apartment complex to a new investment firm in November 2011. This revenue is an
extraordinary one-time payment. Other Property Transfer tax revenue in 2011-12
generally equals the amount of revenue received in 2010-11 through March 31, 2011.
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e Charges for Services (91% of budget compared to 74% in 2010-11)—Charges for services
are higher in 2011-12 based on payments from Kaiser Hospital for fire review and
inspection fees. Also, the reimbursement for Police service fees by the Nike store are
reflected in 2011-12 but not in 2010-11.

e Licenses & Permits (107% of budget compared to 56% in 2010-11)—Higher License &
Permits revenues reflect Kaiser Hospital permit fees of $500,000 in 2011-12. Additional
high value building permits were issued for the Water Pollution Control Plant project and
for work at the transfer station by Waste Management.

General Fund Expenditures

General Fund Expenditures (71% of budget compared to 72% in 2010-11)—The current year’s total
budget is $1,782,000 higher than for 2010-11, although expenditures are only $268,000 greater
through March 31. Overall General Fund expenditures compare closely to last year with the
exception of Transfers in 2010-11 which included a $380,000 one-time payment to the Port of
Oakland for the Doolittle Drive Entryway project.

Fire expenditures are significantly below 75% because payments through March 31 cover only
eight months of the contract for services. Community Development expenditures (82%) are
higher because of the reallocation of employees previously funded by the Redevelopment
Agency. Expenditures for these employees are in the General Fund beginning February 1, 2012.

Redevelopment/Successor Agency

The San Leandro Redevelopment Agency’s 2011-12 operating budget appropriated revenues of
$8,406,700 and expenditures of $7,740,000 for the three project areas. The Low/Moderate
Income Housing budget estimates revenues at $2,648,700 and expenditures at $1,665,400. A
budget amendment was approved by the City Council on March 5, 2012 reflecting revenue and
expenditure changes necessary for eliminating the Redevelopment Agency effective February 1,
2012. The wind down of the Agency resulted in the City Council identifying the City as the
Successor Agency and the budget amendment appropriated revenues and expenditures for the
Successor Agency through June 30, 2012.

The payment of tax increment for 2011-12 (and final) from the secured roll by Alameda County
was made on January 30, 2012. The final payment to the Agency included a total of $5,136,000
for the Plaza Project Areas, the West San Leandro MacArthur Project Area, and the Joint Project
Area. The Low/Moderate payment for these projects amounted to $1,429,700.

Enterprise & Internal Service Funds

Four Enterprise Funds make up the City’s business type operations. The Water Pollution
Control Plant Fund, Environmental Services Fund, Shoreline Enterprise Fund, and the Storm
Water Fund are City municipal operations designed to fully recover costs through user fees.
Internal Service Funds also operate as business activities, exclusively supporting the City’s
internal operations. Facilities Maintenance, Information Technology, Insurance Services, and
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Equipment Maintenance make up these funds.

Enterprise & Internal Service Fund Expenditures

e Water Pollution Control Plant (171% of budget compared to 118% in 2010-11)—
Expenditures exceed budget based on the inclusion of expenditures for both operations
and the plant expansion project in 2011-12. The expansion is primarily funded by a loan
from the state.

Special Revenue Funds

Revenues and expenses for the City’s operating Special Revenue Funds are included in the
report. Revenues and expenditures for the Parking Fund, Gas Tax Fund, Heron Bay
Maintenance Fund, Housing Services Funds, Business Improvement District Fund, and the
Public Education & Government Access Fund are provided.

Special Revenue Funds Revenues

e Parking Fund (77% of budget compared to 116% in 2010-11)—Quarterly billing for
parking has decreased by $16,000 since the closing of the Estudillo Parking Garage (the
2012-13 budget anticipates increased revenues based on the projected reopening of the
garage in September 2012.

e Public Education & Government Fund (121% of budget in 2011-12)- The PEG fund
shows revenue of $180,000 due to the transfer of funds from prior years to establish the
Special Revenue Fund for PEG revenue.

CONCLUSION

Staff recommends that the Finance Committee accept and approve the Mid-Year Financial
Report as of March 31, 2012 for the 2011-12 General Fund, Special Revenue Funds, Enterprise
Funds, and Internal Service Funds Budget for forwarding to the full City Council for review and
approval
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