City of Chico
Community Budget/Fiscal Workshop

February 18, 2016

Fiscal/Budget Team:
Mark Orme, City Manager
Chris Constantin, Assistant City Manager

Frank Fields, Admin Services Director
Barbara Martin, Budget and Treasury Manager
Scott Dowell, Accounting Manager



Today’s Agenda

City Manager Opening Comments
Government Accounting “101”
SS - Where Does It Come From?

SS - Where Does It Go, and Who
Says So?

Who Makes Sure SS are Properly
Received, Expended and Reported?:



Today’s Agenda (Continued)

- | Heard the City Was in Bad Shape?
- Did Something Change?

- How Do Things Look in the Future?
- What are the Major Fiscal
Challenges?

- Fiscal Year 2016-17 Budget
- Who, What, When & Where?



Today’s Agenda (Continued)

CITYor CHICO
INC 1872

- What Resources are Available?

- Questions?

- Key Contacts:
Mark Orme — Mark.Orme@Chicoca.gov or 879-7200
- Chis Constantin — Chris.Constanin@Chicoca.gov or 879-7200
- Frank Fields — Frank.Fields@Chicoca.gov or 879-7301
- Barbara Martin — Barbara.Martin@Chicoca.gov or 879-7349
- Scott Dowell — Scott.Dowell@Chicoca.gov or 879-7329




Government Accounting “101”

CITYorCHICO
|||||||

- Funds, Funds and More Funds
- City has over 200 separate Funds

- Largest is the General Fund

- Fund Accounting is required to
ensure that SS are spent as intended

General Special Debt Capital Enterprise o AL b
Fund Revenue Service Project Funds S TIe
Funds Funds Funds Funds



Government Accounting “101" (continued)

CITYorCHICO
|||||||

- Governmental Accounting Standards Board (GASB)
implemented GASB 34 in 1999. Significant Changes
Occurred

- Financial Statements Report Fund Information
Twice:

- First is at the Fund level (e.g., General
Fund or Sewer Fund)

- Second is at the City-wide level (i.e.,
governmental type activities and business-
type activities) 6




Government Accounting “101" (continued)

CITYorCHICO
|||||||

- Fund Level — Current financial resources model
- Identified in each year’s Budget

- City-wide Level — Economic resources model
- Includes long-term obligations and capital
assets
- Identified in each year’s Audit




SS - Where Does It Come From

CITYorCHICO

- City receives funding from taxes, grants,
charges, assessments and fines.

- Fiscal Year Budget 2015-16 estimated
approximately S110M in revenue:

General & Park Funds S47M
Capital Grants S11M
Development Related S8M
Sewer Fees S12M
Transit & Transportation Related S7TM
Successor Agency Funds S10M

All Other Funds/Types S15M



SS - Where Does It Come From

CITYorCHICO
INC 1872

General Fund Revenue:

Sales Tax $20.5M
Property Tax S6.5M
Property Tax In-Lieu of VLF S7M
Utility Users Tax S6.5M
Transient Occupancy Tax (Hotel Tax) S2.5M
Other Taxes S2M
Other Revenue S2M

Total General Fund Revenue S47M



CITYorCHICO
INC. 1872

. SS - Where Does It Come From

General Fund Revenue:

Prop Tax In Lieu of
VLF
15%

General & Park Funds - Revenue Sources

Transient Occupancy Other Taxes

Utility Users Tax Tax 4%
14% 5%

Property Tax

14%

All Other Revenues
4%

Sales Tax
44%
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. SS - Where Does It Come From

- Did You Know??

- Sales Tax: of the 7.5% Rate, the City
receives only 1%. 0.25% goes to fund
county transportation.

- 6.25% goes back to the State!! It’s
just the reality of the situation.

- Example - You spend $100, tax is $7.50.
City gets $1.00 while the other $6.50
goes elsewhere (i.e., the State).



. SS - Where Does It Come From

- Did You Know??
- Property Tax: For each SS of assessed

Vd
Cd

ue of your home, Proposition 13

oped the tax at 1%.

- And, only S0.12 of each $1.00 comes back

to

the City. Most of the tax supports

schools.

- Example - Your home has a net assessed
value of $150,000, annual property taxes
= $51,500. The City receives $180.



SS - Where Does It Go

CITYorCHICO

- City spends its money to provide services to the

community. This includes public safety, parks,
public works projects and maintenance, etc.

- Fiscal Year Budget 2015-16 included the
following appropriations:

General & Park Funds S46M
Capital Projects S23M
Sewer Operations & Debt Service S12M
Successor Agency Funds S10M

All Other S18M
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SS - Where Does It Go

CITYorCHICO
INC 1872

General Fund Expenditures:

Police S23M
Fire $11.5M
Public Works S4M
Parks S3M
Community Development S1IM
General Government (See Offset Below) S5.5M
Less: Indirect Cost Allocation <S2M>

Total General Fund Expenditures S46M



SS - Where Does It Go

CITYor CHICO
INC 1872

General Fund Expenditures:

General & Park Funds - Expenditures by Department

_ General
Public Works Park Government
9% 8%

Community
Development
2%

Police
50%




Who Makes Sure SS Are Properly

Received, Expended and Reported

- City Manager hires a Finance Director to direct
the financial affairs of the City.

- Auditors are hired by Council to oversee the
Finance operations.

- The City is required to have an Annual Audit each
vear by a qualified CPA.

- The Audit ensures that the City’s financial
statements are properly stated.



Who Makes Sure SS Are Properly

CITYorCHICO

IIIIIII

Received, Expended and Reported

The Auditors also report if internal control
deficiencies are found that may increase the
likelihood of misreporting.

Auditors have given the City “clean” audit
opinions which indicate that the audited financial
statements are properly (fairly) stated.

Audited financial statements for the last nine

years are available at:
http://www.chico.ca.us/finance/CAFRMainPage.asp
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| Heard the City was in Bad Shape?
Was that True? Yes

Did Something Change? Yes



The City’s Fiscal Dilemma

- In March of 2013, as the City began the process
of developing the Fiscal Year 2013-14 Budget, a
number of “red flags” were noted:

- Total SS in the City had decreased to a critical

ooint. In fact the City was required to obtain a

ine of credit.

- Key City Funds (e.g., General Fund, Gas Tax
~und, Private Development Fund, etc.) were
not structurally balanced (i.e., current year
revenue did not cover current year expenses).

19




The City’s Fiscal Dilemma

- “red flags” (continued):

- Replacement Funds were woefully
underfunded.

- The City had just faced the elimination of the
Redevelopment Agency, a severe economic
downturn and the State had “taken” back
critical funding.



The City’s Fiscal Dilemma

- In November 2013, the City was faced with an
audit adjustment that required a $13M
adjustment to the City’s General Fund.

- After “utilizing” the General Fund Emergency
Reserves, the General Fund ended the year, June
30, 2013, with an <S8M> deficit.

- Difficult decisions were made as maintaining a
deficit was not an option.



The City’s Fiscal Dilemma

- Significant Actions Taken by Council and the City
Manager:

-  New Management Team

- Departmental Consolidations

- Two Rounds of Employee Layoffs

-  Employee Concessions

- Implementation of New Fiscal/Budget
Policies (e.g., Balanced Budget Policy)
- Focus on Long-Term Fiscal Stability
- Deficit Reduction/Restoration Plan
- Focus on ALL City Funds




How Do Things Look in the Future?

What are the Major Fiscal Challenges?



Future Outlook & Challenges

CITYorCHICO

- The Future outlook is a mixed bag.

- Revenue is growing, but at a modest pace.
- The City can afford current service levels.

- However, growth in services will be dependent
upon new funding sources or higher than
expected revenue (e.g., sales tax).

- There is a need to fund City priorities (i.e., Public
Safety).

-  Pension costs continue to increase. Scheduled to
increase to 39% of wages. %



Future Outlook & Challenges

CITYorCHICO

- Without reserves, the City can ill afford a higher
cost base or an economic downturn.

- Funding for roads and other public infrastructure
is insufficient.

- The City must stay the course. Fiscal sustainability
will have to be addressed and considered at every
turn.
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BUDGET — FISCAL YEAR 2016-17

WHO, WHAT, WHEN & WHERE



BUDGET - WHO

- Budget and Treasury Manager

- Finance Staff

- Administrative Services Director (aka Finance
Director)

- Assistant City Manager

- Police Chief and Fire Chief

- Department Directors

- Departmental Managers and Staff

- City Manager

- COUNCIL — APPROVES THE FINAL BUDGET!!




BUDGET - WHAT

CITYorCHICO

- City Charter Section 1102 directs the City Manager to
present Council a Proposed Budget each year.

- The Council Adopted Final Budget provides authority
for staff to expend City SS.

- The Budget includes limitations on spending by type
of expenditure (e.g., salaries, supplies, etc.) and
provides methodology required to modify the Budget.

- The Finance Office provides monthly updates on
spending trends to the Finance Committee each
month.
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BUDGET - WHEN

CITYorCHICO

- Each Budget covers the City’s Fiscal Year —
July 1 thru June 30.

- Staff begins the process of compiling the Budget in
January.

- Staff presents Council with a Draft Proposed Budget
on April 5.

- Staff makes at least three separate presentations to
Council — one each in April, May and June.

- Council approves the Final Budget at its second
meeting in June (June 21, 2016).
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BUDGET - WHEN

Budget Schedule

CITYorCHICO

- Preliminary Budget to City Manger: 2/11/16
- City Manger/Department Meetings: February

- Draft Proposed Budget to Council: 4/5/16
- (Includes Department presentations)

- Capital Improvement Program Presentation to
Council: 5/3/16

- Proposed Budget Available for Review: 5/31/16
- Proposed Budget approved by Council: 6/21/16

- Final Budget — Available mid-September
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BUDGET - WHERE

CITYorCHICO

- The Budget is prepared, examined, reviewed,
formatted, etc. in City Hall.

- All public discussions and Council deliberation
about the Budget is held in Council Chambers.
There are times when an issue may referred to
Finance Committee held in Council Conference
Room 1 (Finance Committee meetings are held on the 4th

Wednesday morning at 8:30 am each month).
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CITYorCHICO

FINANCIAL RESOURCES

- The City’s Finance Office Website includes:

http://www.chico.ca.us/finance/home page.asp

- Audit Reports
- Budgets

S Bl
- Cal

nloyee Compensation Reports

PERS (Pension) Actuarial Valuation Reports

- Accounts Payable Reports

- Cost Allocation Plan Reports

-  Monthly Budget Reports

- Monthly Investment Reports

- Quarterly Sales Tax Newsletter

- Annual Property Tax Summary Reports »




Our Goal Today....

CITYorCHICO

- The City owes this community a transparent
government that attempts to ensure its citizens
have answers they desire and deserve.

-  We hope this presentation provided a “kick-
off” to further discussions and questions.

- Please feel free to contact us as questions arise.

THANK YOU!!
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QUESTIONS 27



