CITY OF MONTCLAIR

AGENDA FOR ADJOURNED JOINT MEETING OF THE CITY COUNCIL
AND REDEVELOPMENT AGENCY BOARD OF DIRECTORS

To be held in the City Council Chambers
5111 Benito Street, Montclair, California

February 15, 2011

6:00 p.m.

I. CALL TO ORDER
iI. ROLL CALL
.  PUBLIC COMMENT

This section is intended to provide members of the public with
an opportunity to comment on any subject that does not appear
on this agenda. Each speaker will be afforded five minutes to
address the City Council Members and Redevelopment Agency
Board of Directors. (Government Code Section 54954.3)

Under the provisions of the Brown Act, the City Council and
Redevelopment Agency Board of Directors are prohibited from
taking action on items not listed on the agenda.

IV. COUNCIL/AGENCY WORKSHOP

A, Midyear Budget Review

V. ADJOURNMENT

Reports, backup materials, and additional materials related to any item on this Agenda distributed to
the City Council, Redevelopment Agency Board, or Montclaiv Housing Corporation Board after
distribution of the Agenda packet are available for public inspection in the Office of the City Clerk
focated at 5111 Benito Street, Montclair, California, between 7:00 a.m. and 5:30 p.m., Monday

through Thursday.

In compliance with the Americans with Disabilities Act, if you need special assistance to participate in
this meeting, please contact the City Clerk at (909) 625-9415. Notification 48 hours prior to the
meeting will enable the City to make reasonable arrangements to ensure daccessibility to this meeting.

(28 CFR 35.102-35.104 ADA Title Ii)

|, Donna M. Jackson, City Clerk, hereby certify that [ posted, or caused to be posted, a copy of this
Agenda not less than 24 hours prior to this meeting on the bulletin board adjacent to the south door

of Montclair City Hall on February 14, 2011.




AGENDA REPORT

SUBJECT: CONSIDER REVIEW OF THE CITY'S FISCAL DATE; February 15, 2011
OPERATIONS AND APPROVAL OF PROPOSED
CHANGES TO THE FISCAL YEAR 2010-11 SECTION: ADMIN. REPORTS
BUDGET
ITEM NO.: 1

FILE .D.:  FIN262

BUSINESS DEPT. ADMIN. SVCS.

PLAN:

N/A

REASON FOR CONSIDERATION: The City Council reviews fiscal operations at midyear
and considers revisions to the estimated revenue and appropriations budgets as

necessary.

BACKGROUND: The City Council annually reviews the organization's fiscal operations
for the first six months of the fiscal year. To assist in this Midyear Budget Review
process, the following information is provided:

1.

GENERAL FUND ANALYSIS - TABLE 1

Table 1 provides summary information of actual funds spent for the five most
recent fiscal years and actual funds spent for the first six months of Fiscal

Year 2010-11. Also included are current expenditure authorizations presented as
"Adopted,"” "Current” (December 31, 2010), and "Proposed"—the latter
incorporating changes contained within this midyear budget report.

The General Fund Analysis is a summary of data contained in Tables 2
through S.

GENERAL FUND REVENUE DETAIL - TABLE 2

Table 2 provides supporting detail to the General Fund Analysis (Table 1) and
contains each specific revenue account within revenue categories.

STATEMENT OF GENERAL FUND EXPENDITURES FOR 51X MONTHS - TABLE 3

Table 3 compares the adopted budget to six months of actual expenditures for
each department. Expenditures are broken down into the following categories:
(1) Personnel Services; (2) Services and Supplies; and (3) Capital Outlay.

Totals from Table 3 are summarized in Table 1 under the expenditure categories

within the 2010-11 Current Budget and 2010-1 ]Mma columns.
il A

Prepared by:

Réwewed and 6 /\‘
/\_

Proofed by: g g Presented\by: =~

T ~— {




4. RECOMMENDED CHANGES TO THE 20i10-11 APPROPRIATIONS BUDGET -
TABLE 4

Table 4 contains requests by departments to revise the Adopted Budget to
address overexpenditures and/or unanticipated needs. These requests, when
added to the Current Budget Appropriation, represent the 20710-11 Proposed
Revised Budget summarized in Table 1,

5. GENERAL FUND EXPENDITURE SUMMARY REPORT - TABLE 5

Table 5 provides expenditure detail for the Current Budget and Six Months
Actual.

General Fund Revenue Trends

The General Fund Analysis (Table 1) shows that recurring revenues demonstrate a
growth five fiscal years ago accompanied by a declining trend over the past four fiscal
years. Total revenue in Fiscal Year 2005-06 was $30,148,306; total revenue in the Fiscal
Year 2010-11 Proposed Revised Budget is estimated at $25,176,592, representing a

17 percent decrease in revenue attributable primarily to the following:

» A 32.7 percent decrease in Sales and Use Tax revenue attributable to the Great
Recession.

» Implementation of the .25 percent Transactions and Use Tax, which became
operative on April 1, 20065.

Projected estimates for Sales and Use Tax revenues incorporate a single digit increase
related to a modest recovery of the historic erosion in economic conditions the City of
Montclair faced between Fiscal Year 2006-07 through Fiscal Year 2009-10.

Sales and Use Tax - Current Year

Prior to Fiscal Year 2004-05, this revenue source represented over 50 percent of the
General Fund revenue estimate. However, with voter approval of the Economic Recovery
Act (Propositions 57 and 58) in March 2004, Sacramento was given authorization to
divert 25 percent of each city's annual sales tax revenue to the state Treasury beginning
July 1, 2004. This diversion is used to fund the state's $15 billion deficit-reducing bond
issuance and is now expected to continue through 2018. State officials have committed
to reimbursing local governments dollar-for-dollar by backfilling payments using-
property tax money in the Educational Revenue Augmentation Fund (ERAF). Backfill
payments are to be paid seminannually in each fiscal year. ERAF derives its funding
source from property taxes redirected from cities, counties, and special districts. In late
January, the City received the first semiannual payment of the sales tax backfill for
Fiscal Year 2010-11.

The Fiscal Year 2010-11 Combined Sales Tax and Sa!és Tax Compensation (ERAF
backfill) Revised Estimate is $9,583,491. This estimate is based on the following
factors: ‘

e An overail 4 percent increase as a result of economic recovery, over the worst
documented economic period in Montclair's history.




o Sales Tax Compensation figures received from the State of California Department
of Finance reflects an increase of $592,200. During Fiscal Year 2009-10 the sales
tax compensation figure included a one-time downward adjustment by the state
of $672,729 to correct prior overestimates in a sales tax compensation revenue
projections.

Estimated Revenue Budget Adjustments

A summary of proposed changes to the Revenue Budget are included in the Fiscal
Year 2010-11 Proposed Revised column in Table 1 and in detail form in Table 2. Notes
regarding significant revenue accounts are provided immediately following Table 2.

The following discussion focuses on revenue sources reflecting the greatest change
from the Adopted Budget:

e Transaction and Use Tax revenue revised estimate reflects an increase of
$30,000. The revised estimate is based upon the lastest information obtained
from our Transaction and Use Tax consultant and current trend.

 Intergovernmental Revenues reflects an increase of $204,135. This is primarily
because of an increase of $157,100 related to an energy grant.

s Licenses and Permits revenue reflects an increase of $224,000 related to
increased building activity.

General Fund Expenditure Trends

o Personnel - The number of budgeted employees in the organization has remained
relatively constant over the past five years—average growth has been
approximately 2 percent per year. Over the past two years, a number of positions
have remained vacant through attrition and a hiring freeze.

« Services and Supplies - The City has essentially maintained the same level
of expenditures for services and supplies and capital outlay since Fiscal
Year 2005-06.

Appropriations Budget Adjustments

The Statement of General Fund Expenditures for Six Months (Table 3) and the General
Fund Expenditure Summary Report (Table 5) are included to provide the City Council
. with information necessary to assess whether departments are operating within the
budget. Proposed adjustments to the expenditure budget are inciuded in the
Recommended Changes to the 2010-11 Appropriations Budget (Table 4).

The City's Total Proposed Revised General Fund expenditures for Fiscal Year 2010-11 are
$25,555,892. For the midyear review of fiscal operations, staff is recommending an
increase of $167,093 in General Fund expenditures, and a $25,000 in Public Safety Fund
expenditures for the Police Department.

» City Council - The City Manager is recommending nb changes to this
department.




City Manager - The City Manager is recommending no changes to this
department.

Administrative Services - The City Manager is recommending no changes to this
department.

Police Department - The City Manager is recommending the allocation of $9,500
from the General Fund and $25,000 from the Public Safety Fund to cover
increased investigation, communication and patrol costs.

Fire Department - The City Manager is recommending the allocation of $91,693
from the General Fund to cover increased emergency services costs.

Public Works Department - The City Manager is recommending the allocation of
$25,900 from the General Fund to cover increased park, street, vehicle, and
building maintenance.

Community Development Department - The City Manager is recommending no
changes to this department,

City Attorney - The City Manager is recommending the aliocation of $40,000
from the General Fund to cover legal service costs.

FISCAL IMPACT:

Revising the City's Appropriations Budget increases the spending authority by
$167,093 in the General Fund and $25,000 in the Public Safety Fund.

Revising the City's Estimated Revenue Budget has a total positive impact to the
General Fund of $699,742.

Approval of both the Appropriations and Estimated Revenues Budgets would have
a positive budgetary impact to the General Fund of $532,649.

RECOMMENDATION: Staff recommends the City Council consider the City's Midyear
Budget Review documents and approve proposed changes to the Fiscal Year 2010-11
Budget.
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GENERAL FUND REVENUE DETAIL NOTES
Attachment to Table #2

GENERAL FUND

Property Tax FY 2010-11 estimate is based on San Bernardinoe County
property tax estimates with a | percent decrease, a
continuation of the 5.4 percent decrease over FY 2008-09
due to anticipated foreclosures per the City’s property tax
consultant, and the restoration of the reduction of 8 percent
of all property tax received as a Proposition |A property tax
transfer to the State of $647,742 included in FY 2009-10.

Sales & Use Tax In accordance with the California Revenue and Taxation
Code and the Bradley-Burns Uniform Local Sales and Use
Tax Law of 1955, the State of California imposes a 7.75%
Sales and Use tax on taxable sales in the City. The City's
General Fund receives 1% of the 7.75% levy, .75% is
allocated to SANBAG for transportation purposes, .5% is
allocated to cities and counties for public safety purposes,
and the remaining 5.50% is retained by the State. Effective
July 1, 2004, the City’s General Fund portion was reduced to ;
.75% with the remaining .25% being reallocated to the State
to help fund the State’s $15 million deficit reducing bond
issuance. The reallocation of sales tax revenue is expected to
continue until the deficit reducing bond issuvance is fully
financed, The last payment on the bonds is expected to
occur in 2018.

FY 2010-11 revised estimate reflects a 4 percent increase
due to the modest recovery of the economy, a .25 percent
reduction due to the diversion of sales tax as dictated by the
State, and a loss of sales tax revenue due to the closure of
major retailers. Actual receipts received through December
31 reflect sales tax revenue activity for the period ending
September 30, 2010. Gross sales tax revenue (Sales fax
revenue before deduction of .25% diversion} received
through December 31, 2010, reflect a 17% increase over FY
2009-10. The City will receive holiday sales tax revenue
information in mid March.




Sales Tax Compensation

Transactions and Use Tax

Transient Occupancy Tax

Property Transfer Tax

Franchise Tax

Effective July 1, 2004, the City’s General Fund sales tax
allocation of 1% of the 7.75% levy portion was reduced to
.75% with the remaining .25% being reallocated to the State
to help fund the State’s $15 million deficit reducing bond
issuance. To make sure local governments remain
financially whole as a result of the reallocation, the State
will reimburse local governments dollar-for-dollar by
backfilling the .25% loss with property tax money in the
Education Revenue Augmentation Fund (ERAF}).  The
amount received as backfill from ERAF will be based solely
on sales tax generation and does not reflect property tax
growth. The backfill payments will be paid semiannually in
January and May. The reallocation of sales tax revenue and
the ERAF backfill is expected to continue until the deficit
reducing bond issuance is fully financed.

The FY 2010-11 revised estimate is based on information
received from the State of California Department of Finance
and San Bernardino County of $2,343,491.

On November 2, 2004, the electorate of the City approved
Measure F, authorizing a 0.25 percent transactions and use
tax on all retail purchases in the City. This tax applies to
merchandise sold and delivered within the City by retailers
located within the City, sold by retailers located outside the
City for use in the City, retailers located outside the City but
considered to be engaged in business in the City (ex: have
any type of business location in City, deliver into the City
using their own vehicles, or have an agent or representative
in the City for the purpose of taking orders, selling,
delivering, installing, or assembling) must collect the City
use tax from the purchaser, sales of vehicles, vessels, or
aircraft to customers who register them to an address located
in the City, and lease payments received for leased property
used by the lessee in the district. This tax became operative
on April 1, 2005.

The FY 2010-11 revised estimate is adjusted to agree with
information supplied by our fransactions and use tax
consultant and current trend.

FY 2010-11 estimate is based on actual receipts for the
previous four quarters. :

December 31 actual reflects allocations from San Bernardino
County through CGetober only. FY 2010-11 estimate is based
on actual receipts for the previous four quarters.

FY 2010-11 estimate is based on Calendar Year 2009 actuals
from Southern California Gas, Southern California Edison,
Time Warner Cable, Verizon, Golden State Water Company,
and Burrtec Waste Industries, Inc.
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Business License Tax

Utility Users' Tax

Building Permits

Alarm Permits

Construction Permits

Motor Vehicle In-Liey Tax

Property Tax Loss Relief

P.0.8.T. Reimbursements

FY 2010-11 estimate is based on actual receipts through
December 31 and third and fourth quarters estimates based
on current trends.

FY 2010-11 estimate is based on current budget projection
and compliance monitoring. The current Utility Users tax
rate of 3.89% has been in effect since July 1, 2001.

FY 2010-11 revised estimate is based upon information
provided by the building division.

FY 2010-11 estimate is based upon receipts through
December 31, continuing efforts to review businesses and
residential homes within the City who have alarm systems,
and anticipated new permits for new owner occupied
residences/businesses due to property turnover.

FY 2010-11 estimate is based on prior history and adjusted
for expected new construction,

Effective FY 2004-05 is the permanent Vehicle License Fees
(VLF) swap as defined by Revenue and Taxation Code
Section 97-70. The VLF swap is a dollar-for-dollar
exchange of vehicle license fees for ERAF property tax
revenues arising from the permanent reduction of VLF fees
from 2% to .65%. The VLF swap distribution is made in
two instaliments in January and May, along with the regular
property tax apportionments.

FY 2009-10 actual includes a VLF backfill amount of
$2,783,819. In FY 20[0-11 the VLF backfill has been
reclassified as Property Tax In Lieu of VLF in the property
tax section. The backfill is $2,723,186 for FY 2010-11,

FY 2010-11 estimate is based on the allocated amount
obtained  from the San  Bernardino  County
Auditor/Controller's Office.

FY 2010-11 revised estimate is based upon actual collection
experience and information provided by the Police
Department. December 31 actual reflects receipts through
October only. Commission on Police Officer Standards and
Training reimburses City for expenses incurred by police
officers while attending POST approved courses,

11




SB 90 Reimbursements

FEMA Reimbursements

OES Reimbursements

WESNET Reimbursements

Local Government Relief

Government Grant — CMAQ

In accordance with Proposition 1A, the State Constitution
was amended to require the state to suspend certain state
laws creating mandates in any year that the state does not
fully reimburse local governments for their costs to comply
with the mandates. Beginning July 1, 2005, the state is
required to either fully fund each mandate affecting cities or
suspend the mandate’s requirements for the fiscal year.

FY 2010-11 estimate 1is based upon anticipated
reimbursements in accordance with Proposition 1A. For FY
2008-09, the total claims submitted amounted to $29,756.
Prior claims totaled $27,498 in FY 2007-08, $85,540 in FY
2006-07, $226,177 in FY 2005-06, $154,381 in FY 2004-05,
$166.884 in FY 2003-04, and $117,397 in FY 2002-03.
State mandate reimbursements are a state constitutional
obligation and paid claims will include interest accumnulated
during the deferral period.

FY 2010-11 revised estimate is based on information
provided by Fire Department personnel. FY 2008-09
reimbursement is for a variety of mutval aid assignments.
FY 2007-08 reimbursement is for the Inyo, Green Valley,
and Butler fires, FY 2006-07 reimbursement is for personnel
temporarily assigned to the area impacted by Hurricane
Katrina during September and October 2005. FY 2004-05
reimbursement is for the Crown Complex fire. FY 2003-04
reimbursement is for Blue Cut, Williams, Pacific, Grand
Prix, Old, and Cedar fires,

FY 2010-11 revised e¢stimate is based upon information
provided by Fire Department personnel. FY 2008-09 and
FY 2007-08 reimbursements are for a variety of mutual aid
assignments. FY 2006-07 reimbursement is for the
Sawtooth, Esperanza, Horse, Day, and Skekell fires. FY
2005-06 reimbursement is for the Lincoln, Woodhouse, and
Topanga fires. FY 2004-05 reimbursement is for Melton
and Bridge fires. FY 2003-04 reimbursement is for the
Coyote, Canyon, Grand Prix, Pleasure, Eagle, and Gaviota
fires. FY 2002-03 reimbursement is for the Pines and
MecNally fires.  FY 2001-02 reimbursement include
reimbursements for the Darby and Madera Staging fires.

FY 2010-11 estimate reflects the reimbursement for a
secretarial position salary/benefits.

FY 2010-11 estimate expects no further reimbursement for
Booking Fees pursuant to State of California Budget Act of
2006.

FY 2009-10 actual reflects reimbursements for Moreno and
Monte Vista sidewalk projects.
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Government Grant — State Homeland FY 2010-11 anticipates no additional funding. .

Security Grant

Parking Citations

Vehicle Release Fees

Special Police Services

Tire District Contract

Fire Department Service Fees

Rubbish Collection Fees

Zoning/Subdivision Fees

Service Center Fees

Plan Checking Fees

Interest Eamings

Anniversary Book Sales

FY 2010-11 estimate is based on actual receipts for the past
four quarters.

Effective April 2000, vehicle release fees were increased
from $35.00 to $100.00 for each vehicle released from
impound due to  violation per Resolution No. 00-2278. FY
2010-11 estitnate is based on actual collection experience
and current trends.

December 31 actual reflects receipts from Montclair Plaza
for services rendered through November 2010,

Effective September 2006, the Fire District Authority was
dissolved. The City will not be receiving any further money
from this contract.

FY 2010-11 estimate is based on actual receipts for the
previous four quarters.

FY 2010-11 six months actual reflects revenues through
December 31, 2010 less amount accrued at June 30, 2010.

FY 2010-11 revised estimate is based upon information
obtained from the City Planning Division.

FY 2010-11 estimate is based on actual receipts for the
previous four quarters and current service center activity.

Includes revenue from plan or map checking fees which are
not a part of the building permit fee process. FY 2010-11
estimate 15 based upon actual receipts for the previous four
quarters and current construction activity. Any shortfall in
the revenue budget will be offset by unexpended money in
the appropriation budget (Account No. 1001-4641-52260-
400).

FY 2010-1 revised estimate is based on an assumed
average interest rate of 1 percent on governmental securities
and pooled cash and is calculated on the average cash
balances held by the City during the fiscal year. Local
Agency Investment Fund (LAIF} is currently at 0.44 percent.

FY 2010-11 estimate is based upon estimated sales of
"Images of America — Montclair” for the fiscal year. The
anniversary book became available for sale in December
2005,
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Reimbursed Expenditures

Other

FY 2008-09 actual is primarily made up of a reimbursements
from the 2005 Lease Revenue Bond Proceeds for City paid
invoices for Youth Center, Senior Center, and City Hall
Parking Lot Expansion projects. FY 2006-07 actual is
primarily made up of 8 $219,313.00 reimbursement from the
2005 Lease Revenue Bond Proceeds for City paid invoice
for the Police Facility.

December 31 actual is primarily made up of refuse late and
Hen charges.
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