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ELK GROVE

May 23, 2018

Mayor and Council Members:

It is my pleasure to submit for your review and consideration the Fiscal Year 2018-19 Proposed Budget (Budget).

The Cityds proposed Gener al (discretionary) Fund Budget
the FY 2017-18 Budget of $67.8 million. The City has and will continue to be constructing some noteworthy

capital projects that are reflected in both the prior and current Capital Improvement Program (CIP) budgets.
During the recent iState of the Cityd address i n Mar c |
constructiono. These A uncldde the Agoatics Centerg Cammuniy Cente Arentak s

Shelter and Sewer Lift Station. Although a significant amount of construction funds are yet to be spent for some

of these projects, the total Project Budgets were anticipated in the prior year CIP rather than as a new funding

request in the current CIP plan. Therefore, the total Proposed Budget (including CIP) for FY 2018-19, net of

transfers and internal service costs, is $282 million, which is $86 million (23%) less than the FY 2017-18 Budget

of $368 million:

1 Provides for the assumption of animal shelter responsibilities from Sacramento County, including the
addition of 18 positions;

1 Improves the level of service to the residents of Elk Grove, with continued focused efforts on public safety
and economic development;

1 Programs $910,000 for the further development of the Old Town Plaza area;

1 Increases funds available in the Economic Development Incentive Fund and the Small Business Incentive
Fund to support enhanced small business support and business attraction activities; and

1 Adds two Police Sergeants and two Police Officers to the Police Department budget.

The budget recommendations for the coming year are based upon the revised vision statement, goals, and
strategic imperatives for FY 2017-18 and FY 2018-19 approved by the City council in April 2017. The FY 2018-19
Service Plan below details the nexus between these elements.

FY 2018-19 Service Plan

In April 2017, the City Council adopted the following vision statement used to guide development of this budget
document:

Elk Grove strives to provide a high quality of l'ife for
diversity and heritage through safe and connected neighborhoods that are welcoming to all, with diverse
residential, educational and employment choices and amenities that create a sense of place.

The City Council also adopted five strategic goals that form the basis for the FY 2018-19 service plan. The
following section highlights key elements of the service plan for each strategic goal:



Foster a vibrant and diverse economy in Elk Grove oriented towards growing jobs in targeted industries,
while also offering an array of residential choices, civic amenities, and entertainment options that attract
businesses.

1

Business Retention and Expansion Program Enhancements: Economic Development will further

develop and expand the Cityés Business Rgeteccbosngssn and

visitations and industry-specific roundtable discussions to better identify and assist businesses seeking to
expand within the City, and prevent relocation of businesses out of the City.

Business Recruitment Program Enhancements: Economic Development will further develop and
expand the Cityds Business Recruitment Program
target employment centers, and aligning recruitment activities with resident employment needs and
choices. Target industries include: State and Federal government offices and services; medical offices,
services, and devices; corporate front and back office; higher education (including private technology
transfer); and light and advanced manufacturing. Target employment centers include: Southeast Policy
Area; Longleaf Drive and Laguna Springs Corporate Area; Laguna West Commercial Areas; Triangle
Commercial Area; and hospital and medical sites.

Small Business Support Program Enhancements: Economic Development will further develop and
expand the Cityds Small Business Support Progr
candidates and support their launch and growth to foster future major employers and tax revenue
generators.

By way of example, the City and the Capital Region Small Business Development Council (SBDC)
recently entered into a Memorandum of Understanding and Cooperative Agreement to partner and work
collaboratively to establish a south Sacramento County Small Business Development Center at Elk Grove
City Hall, with the objectives of assisting entrepreneurs in starting a new business or in expanding their
existing business, free of charge. The Capital
with existing or prospective small business owners by appointment three days a week onsite at City Hall,
at no additional cost to the City beyond a $10,000 sponsorship.

Lifestyle Amenities: Economic Development will continue to pursue projects and businesses that create
new and enhanced retail, dining, and entertainment offerings that will improve the quality of life for
residents and employees, enhance business attraction activities, and generate new tax revenue.

For example, during the current year, the City began preliminary discussions with local retail developers
to develop a lifestyle center, similar in concept to The Fountains in Roseville, on the 20 acres of the Civic
Center site adjacent to EIk Grove Boulevard. The City is pursuing the lifestyle center in order to attract
and develop increased and enhanced lifestyle amenities (upscale retail, dining, family entertainment,
nightlife, recreation, and public amenities) that will improve the quality of life for residents and employees.
Already, these preliminary discussions have generated market interest from desired anchor tenants.

Incentive and Financing Program Enhancements: The Proposed FY 2018-19 Budget includes a
$200,000 transfer from the General Fund to the Economic Development Incentive Fund and a $125,000
transfer from the General Fund to the Small Business Incentive Fund. The Economic Development
Division will continue to review and revise current incentive programs to better attract desired employers.

For example, Economic Development is currently developing a new incentive program in coordination
with the Greater Sacramento Economic Council (GSEC). The new program to be cal | ed

Gr o vwdlldgprovide grants to innovative startup companies with high growth potential who can be the
future corporate anchors of the City. The program will provide micro-grants to home-based entrepreneurs
who move from the home to co-working and incubation centers, relocation grants for tech startups who

wi t h
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move to or expand in Elk Grove, and grants for companies who launch co-working, incubator, or
accelerator projects in EIk Grove.

New Growth Area (NGA) Infrastructure Projects: The Proposed Budget provides for continuation of
construction of the Laguna Ridge South/Southeast Policy Area Sewer Lift Station and the extension of
Bilby Road and Big Horn Boulevard (along with relevant infrastructure along these corridors). These
improvements will provide access and utilities to the southern areas of Laguna Ridge and much of the
Southeast Policy Area, including the employment areas. These projects total over $32 million in
infrastructure investment by the City and will serve as a catalyst for new development in the service area.
Staff anticipates completion of the sewer lift station this fall and completion of the road extensions by
summer 2019.

Costco: Construction of the new Costco warehouse store began in January 2018. Staff anticipates the
warehouse to open by September 1, 2018. To facilitate construction of the project, the City entered into a
sales tax sharing agreement (i.e. provided an incentive) with the property owner. The total amount of the
incentive is $8 million on a present value basis. The funds to provide the incentive will come from sales
tax revenues generated by the store and received by the City once the Costco store is built. No current
City revenues or services would be impacted by payment of the incentive. This project is an example of
the innovative leveraging of future sales tax revenues to spur development of a desired project today, and
allows the City to still keep 50% of all new sales tax generated by the project, even after funding the
incentive.

Given the projected opening date on September 1 for the new Costco, the proposed FY 2018-19 budget
assumes seven months of sales tax reimbursement to the developer. Also, both the revenue and the
reimbursement is reflected in the five-year forecast for the General Fund.

Lent Ranch Development: Work continues on the development of the Lent Ranch Special Planning
Area at the northwest quadrant of the intersection of Kammerer Road and State Route 99. While neither
the proposed FY 2018-19 Budget nor the five-year General Fund forecast includes revenue or
expenditures for this development, the successful completion of this development will impact the City in
the future.

o0 Outlet Mall. Howard Hughes Corporation (HHC) continues its development and leasing efforts for
The Collection at Elk Grove, which will involve the construction of approximately 775,000 square
feet of commercial uses (with up to 689,000 square feet of that being gross leasable area).
Primary, core tenants will be solicited based upon the outlet mall concept, with manufacturer-
branded stores selling direct to consumers; however, it will include a number of other shopping,
dining, and entertainment opportunities, such as a movie theatre and multiple restaurant spaces.

As staff reported to the City Council in January 2018, leasing activity increased in 2017 and
interest in the project from retail tenants is currently high. Based on conversations with the mall
developer and prospective tenants, this is due in part to the recent State and Federal approvals of
the adjacent gaming resort project. The current tenant mix is positive and represents a tangible
increase in both the quantity and quality of retail for the City if the project is built. Several new
lease signings provide optimism for a start of construction in 2018, although this cannot be
guaranteed.

Under the current development agreement with HHC, certificates of occupancy must be issued
for 400,000 square feet by November 2018 in order for the development agreement to
automatically extend for 10 years and for HHC to be eligible for reimbursement of off-site
improvements and the public parking and access license in an amount totaling $15,581,689.



Funding for these payments i s (¢ eshare af the daleftaxom a
generated by the development, which is estimated to be $1.9 million annually.

o Casino.l n February 2018, a Federal judge wupheld t
acceptance of 36 acres of land for the benefit of the Wilton Rancheria Indian Tribe (Tribe) for the
development of a proposed casino resort project in the City of EIk Grove. The land is located just
north of the approved outlet mall site. The casino will contain significant lifestyle amenities,
including restaurants and entertainment venues. Given its proximity to and effect on The
Collection at Elk Grove, the project would have a significant retail impact on the City. All State
and Federal approvals for the project have been granted, but remain subject to challenge in
pending litigation. Start of construction and completion dates are unknown at this time.

The proposed project consists of a 608,756 square foot hospitality and entertainment facility,
including a 12-story 302 room hotel, pool, spa, 47,634-square foot convention center, six
restaurants and bars, and a 110,260 square foot gaming floor. In order to mitigate the potential
impacts of the Project, the City and the Tribe have executed a Memorandum of Understanding,
approved by the City Council in September 2016, that provides funding to the City of Elk Grove,
Elk Grove Unified School District, and local non-profit organizations to pay for services such as
law enforcement and traffic impacts and compensate for loss of tax revenue. The total cumulative
payment from the Tribe to the community over 20 years is approximately $132 million. This
amount far exceeds that which the City would expect to receive from tax revenues associated
with the portion of the mall site upon which the Casino would be built.

Continue to foster and support the safest neighborhoods, promote the unique attributes of EIk Grove
communities and lifestyles - both urban and rural 7 and connect neighborhoods internally and to the
region through roads, transit, and trails.

1 General Plan Update: The General Plan Update will address a number of key topics and issues for the
City, including infill development, annexation strategy, complete streets and implementation of Senate Bill
743 and changes to the California Environmental Quality Act relative to Vehicle Miles Traveled, and
preservation of the Rural Area. It also includes updates to the Climate Action Plan and the Zoning Code.
The Proposed Budget also includes funding for first round implementation with the Pedestrian/Bike Trails
Master Plan update to ensure consistency with the General Plan. This effort will specifically target
refinements to the trails map, allowing the City to focus its efforts on segments that make sense. Adoption
of the General Plan is anticipated later in 2018.

1 Animal Shelter: The City is responsible for the provision of all animal services, whether those services
are provided through City staff or through a contract with another agency or organization. Currently, the
City provides its animal field services through City staff, while animal sheltering services are provided
through a contract with Sacramento County. The contract with the County expires on June 30, 2019. Due
to ongoing capacity issues at the County shelter, the City has chosen to construct an Animal Shelter at
the Citydéds Corporation Yard, with an anticipated op:¢
includes a mix of capital facility development impact fees and a bond issuance. One Animal Services
Manager position, for supervision of shelter and field operations, was added in January 2018 with the
mid-year budget adjustment. The Proposed FY 2018-19 Budget includes the start-up expenses and three
months of shelter operations, including 18 full-time positions. Operating, startup and Debt service costs
are estimated at $3.5 million beginning FY 2019-20; however, factoring in the $850,000 cost savings from
thet er mi nation of the Cityb6s contract with thededtacr ame
service and operating costs is projected at $2.6 million. Both the operations and shelter debt service
costs are offset by rrmuanewraliypagnsenti n t he Cityds reve



Neighborhood Policing Efforts: The Police Department will continue to implement its Neighborhood
Policing Initiative, focusing on working closely with residents to solve problems and build strong,
connected neighborhoods throughout the City. The initiative will build upon the success of social media
platforms such as Nextdoor.com as a means to enhance communication with neighborhoods. The full

i mpl ementation of the Chiefds Community ARYVV2018-09r y

The CAB will serve as yet another means through which the Police Department and community members
can collaborate on community policing and public safety matters.

Expanded Use of Video Technology: The Police Department will increase its use of video cameras and
related technology through the construction of a Real Time Information Center at the Police Department
facility to provide for a higher level of public safety, and improved video evidence capabilities. Funding for
this expansion will be partly contained in the FY 2018-19 budget and supplemented with Asset Seizure
funds.

Increased Notification Capabilities. The Pol i ce De p ar-19merktplarsincledgs thie0 1 8

continuation of self-registration and community education for the Smart 911/Smart Prepare systems.
Smart 9-1-1/Smart Prepare will allow citizens to create a safety profile or registry for their household that
includes important information they want 9-1-1 Dispatchers to view in the event of an emergency. This
information will be used to facilitate the proper response and deployment of resources in case of an
emergency. In addition, the department will continue to provide a self-registration portal for the
Community Notification System. This will provide citizens the option to register cell and/or VOIP phones
providing first responders crucial information in the event of a local, regional, or statewide emergency.

Principled Policing. The Pol i ce Department has trained all/l
training examined how our thoughts and feelings about social groups can influence our perceptions,
decisions, and actions on a conscious and subconscious level, despite our desire to be fair and impartial.
Training participants were shown how to recognize and break down biases, leading to more positive
public encounters and greater public trust. Police Department trainers have since provided implicit bias
training to the rest of the City organization.

Addressing Racism. Last fall, two hate-based incidents occurred in the Old Town business district. In
response, the City and the Cosumnes Community Services District sponsored two training sessions on
implicit bias conducted by the American Leadership Forum. The goal was to give community members
the groundwork for a longer-term effort to change the culture in Elk Grove. The FY 2018-19 budget
provides funds for the Multicultural Committee to receive training in implicit bias and community outreach
so it may continue the community dialogue.

Homelessness Response: Code Enforcement will continue to integrate the Homeless Navigator into the
Citybds out r e aectchhomeless canaerag This sew tool should provide a needed resource to
resolving unsafe or unhealthy living conditions and help to minimize complaints from the public related to

of

Conm

homel ess camps. I n addi tion, st af fn regionall effortsatdo enda i n t

homelessness and strategically invest in property and programming aimed at providing interim and
permanent housing for homeless households. Recently, City staff requested support from Sacramento
County through i pregrai foranmentad healtte isspes amoreg dhe homeless population.

Street Maintenance: The City must invest approximately $12 million per year in pavement surfacing
treatments to maintain the current road conditions. Since its inception, the City has not had sufficient
revenues to fully fund pavement maintenance needs, and in recent years projected an $8 million annual
shortfall. The recent passage of the State gas tax increase will substantially improve pavement



maintenance funding with an additional $1 million in FY 2017-18, $3 million in FY 2018-19 and an
average of $3.5 million per year over the following 10 years. This increased funding will be divided
between pavement maintenance projects included in the CIP and increased crack sealing and base
repairs performed by the Public Works Departme nt 6 s Oper ati ons and Maintenanc
2018-19, O&M is budgeted to spend $1.3 million on pavement repair. The gas tax increase will reduce
the annual pavement maintenance shortfall to about $4.5 million annually. The current citywide Pavement
Condition Index is 73, which is high for California; however, current funding levels will not sustain this

rating.

1 Kammerer Road Widening and Extension: The City plans to extend and widen Kammerer Road to four
lanes between Highway 99 and Interstate 5, providing an east-west connector bypassing downtown
Sacramento and alleviating traffic congestion on Laguna and Elk Grove Boulevards. Environmental work
is currently underway for the full project. Given funding constraints, a two-lane, phase 1 project is
currently being evaluated. The proposed budget includes funding for environmental, design and right of
way acquisition. Funding for the construction of a first phase two-lane project from Highway 99 to I-5 is
dependent on securing State and/or Federal transportation funds.

Distinguish ElIk Grove as a city with an array of opportunities for sports and cultural activities for
residents of all ages and backgrounds, with venues and entertainment districts that also promote and
leverage economic growth and attract a variety of age groups to participate in the community.

1 Civic Center: The FY 2018-19 work plan provides for the opening of the highly anticipated Aquatics
Center, tentatively scheduled for completion in late summer 2018. In addition, the City has broken ground
ontheCommunity Center, with a Senior Center and Veteral
in spring 2019. Funding comes from a variety of sources including Poppy Ridge and Laguna Ridge
Community Facility Districts, Laguna Ridge Park fees, transit capital funds and a $3 million grant
contribution from the Senior Center of EIk Grove. There is also a proposed contribution from the General
Fund in the amount of $1,925,000 from the FY 2017-18 and 2018-19 solid waste franchise fees that were
recently made available due to the new franchise agreement with Republic Services. The contribution is
supported by the citywide benefit provided by the Community Center.

1 Travel and Tourism: The City wil/l continue to work witéketingi sit
organization, to ensure a successful destination marketing campaign and increase tourism, with the
continued goal of positioning Elk Grove as a competitive location for business and personal travel and
visitation.

1 Old Town Plaza: Phase 1 improvements to the Old Town Plaza (pavement rehabilitation, bathrooms) are
complete. The proposed FY 2018-19 Budget includes an appropriation from the capital projects reserve
to fund the design and engineering of Phase Il improvements, which include an entrance plaza with a
seat wall, lawn, and landscaping to the area that fronts Elk Grove Boulevard. Funding for the construction
of these improvements is scheduled for FY 2019-20. The proposed FY 2018-19 Budget also includes a
one-time appropriation of $910,000 from the General Fund to the capital projects reserve fund for parking
lot improvements. Funding for the final phase, including the main plaza reconstruction with covered
entertainment and vendor space has not been identified and is shown as a future project beyond the five
year timeframe.



Railroad Street Revitalization. In June 2017, Council authorized staff to execute a Purchase and Sale
Agreement to acquire an approximately 1.75-acre property in Old Town at 9676 Railroad Street (south of
the Old Town Plaza) that contains a 5,000 square foot historic building. In October 2017 the City
completed its acquisition of the property. Staff is now evaluating preservation and development options
for the property for the purpose of constructing a winery, brewery, or restaurant project, and is also
evaluating the feasibility of partnering with a developer for the acquisition and development of additional
adjacent properties. The Railroad Street Revitalization project in the CIP would reconstruct Railroad
Street, add accessible sidewalks, lighting, landscaping and parking lots to support both Old Town Plaza
and future private development in the area. The intent of the project is to facilitate a catalytic development
that will generate visitors to and foot traffic in Old Town and act as an attractor for additional retail, dining,
and entertainment activity in the area.

Serve as wise and responsive stewards of fiscal, physical, and natural resources, and prepare for, adapt
to, and find opportunities in changes to the natural environment.

1

Quality of Life Engagement. Throughout the current fiscal year, staff has engaged residents through in-
person meetings, telephone polling, and online surveys to determine resident priorities for maintaining the
high quality of life for which Elk Grove is known. In addition, in February 2018, City staff presented
findings from the fifth edition of The National Citizens Survey, which is conducted biennially by the
National Research Center in association with the International City/County Management Association.
These feedback mechanisms ensure that the City is addressing citizen priorities and concerns through
the budget process.

Resiliency Planning. During its March 2017 retreat, the City Council expressed the need to develop
local resiliency to the impacts of climate change and technological innovations. To that end, the Proposed
FY 2018-19 Budget includes $350,000 for the development of a resiliency plan that focuses on two
aspects of climate change - increased flooding risk and increased heat - and the economic impact of
autonomous vehicles on auto sales and changes in vehicle fuel sources.

Infrastructure Maintenance: Public Works will continue development of a Computerized Maintenance
Management System (CMMS) to concentrate on updating and completing accurate inventories of City
infrastructure, including current condition, enhancing the ability to monitor service life and develop
preventative maintenance programs. Programs will be developed based on available funding and
priorities. Staff will use the CMMS to shift to more programmed maintenance and reduce reactive
maintenance activities. The CMMS will also enhance performance measure capabilities of the
department. The pavement management program has been updated to incorporate a broader range of
treatment options to gain efficiencies with the goal to reduce the repair backlog. In addition, an update of
the Pavement Condition Index data has shown that the overall pavement condition in Elk Grove is 73 on
a scale from 0 to 100. This previous PCI estimate was in the mid-60s.

Transit Comprehensive Operation Analysis: The Comprehensive Operational Analysis (COA) was
adopted by the City Council on April 12, 2017 and implemented in October 2017. The COA includes a
7.6% service reduction. While the COA included a recommendation for a fare increase in January 2018,
new funding from Senate Bill 1 (SB1) delayed the need for the fare increase for a year. The new financial
plan, along with the passing of SB1, helps our Transit service become financially healthy. Staff will
continue to monitor the newly implemented COA service plan, and make the necessary changes to
services and schedules that adhere to the adopted 7.6% service hour reduction scenario. In addition, a
General Fund contribution of $835,304 is programmed that will reduce the shortfall that developed in prior
fiscal years.



1 Integrated Waste Contract: The new Franchise Agreement with Allied Waste Services, Inc. (dba
Republic Services) will be effective on July 1, 2018. The agreement provides for no increase in the rate
that Republic receives for the first year of the contract. However, during FY 2017-18 there was still a gap
between the rate that is collected from residents and the rate that Republic is contractually obligated to
receive. Consequently, the City reduced the amount of administrative fees collected in FY 2017-18 to
close the gap. The rate increase applicable for FY 2018-19 will close the gap between the rate from
residents and the actual cost to provide service.

In addition, Republic Services has completed the transition of utility billing services from the City. The
overall results of the new contract include reductions in both revenues and expenses by over $10 million.
Also due to these changes, the General Fund is anticipating an annual increase in Franchise fee revenue
of $1,200,000 in FY 2017-18 and each fiscal year after.

Continue to elevate the Cityds high operational perf orm
organizational excellence and the highest service levels, while also providing regional leadership through
collaboration.

1 workforce Diversity. In May 2017, City staff provided its report to the City Council assessing the
diversity of City employees compared to that of the City as a whole. The report included a review of hiring
processes, current recruitment outreach, and best practices of other municipal government agencies. The
conclusion of the report noted areas for improvement. In response, the Council created a Diversity Ad
Hoc Committee to work with staff and members of the community to establish next steps on the issue of
City workforce diversity. Together with interested members of the community, the Diversity Ad Hoc
Committee established a scope of work for a Diversity Audit and Inclusion Strategy. The City Council
approved a contract for this work in January 2018 at a cost of $156,000, and the work should be
completed by June 30, 2018. It is anticipated that the audit and strategy will suggest areas for staff
training. The Proposed FY 2018-19 Budget includes $50,000 for this training.

1 Regional Partnerships: Staff continues to work with our regional partners, including Sacramento County,
the Cosumnes Community Services District, the Sacramento Area Council of Governments, the Local
Agency Formation Commission, and Greater Sacramento Economic Council (GSEC), among others, to
deliver the best value and services to our residents and promote the economic success of our
businesses.

During FY 2017-18, the City became the first local government jurisdiction in the Sacramento region to
participate i n Rd¥eogsible mvediemsfor a 8trdrgyer Economy (RISE) program, which
increases the amount invested in community banks from $6 million to $15 million. The goals of RISE,
supporting local economies and the Sacramento region through business lending, are in alignment with
El k Grovebds str at duginessés byspoopiding enhancedjaccess o capital.

1 Performance Measurement and Evaluation: The FY 2018-19 work plan includes the continued
implementation of meaningful performance measurement in support of the Council-adopted goals and
imperatives. In the Budget Resolution, the City Council will adopt performance targets and spending
limitations. Staff will be required to bring back a Mid-Year Performance Report along with the Mid-Year
Budget Report.

Financial Overview



The City will realize the highest sales tax receipts in its history during FY 2017-18. Continued economic growth
and the results of additional new development are expected to continue into FY 2018-19. Some factors
suggesting continued strong revenue growth include:

1 The nation experienced a 2.3% increase in the real gross domestic product (GDP) between 2016 and
2017 (3% for California); an estimated 2.3 % increase is estimated for the first quarter of 2018;

1 As of April 2018, the national unemployment rate decreased to 3.9% due to job gains in professional and
business services, manufacturing, health care, and mining. As of March 2018, the California
unemployment rate dropped to 4.3%, marking a new post-recession low and the lowest rate since 1976.
Like the national picture, the decline in unemployment comes amidst an expanding but limited labor force.
Also, California wage gains in the State have accelerated in recent years as well. Average weekly wages
in California increased by 4.3% in 2017, the largest increase in the last 10 years.

1 Sales tax revenue growth is expected to increase by 3.7% in FY 2018-19. This is driven by significant yet
modest increases in Building and Construction, Food & Drugs, Fuel & Service Stations, General
Consumer Goods, and State & County Pools. The overall increase comes even at a projected decline in
Business & Industry along with flat expectations of growth in Autos & Transportation and Restaurants &
Hot el s. Aut os & Tr as famestrseciot forosales tax Hende,ea fl& iexpsctation of
growth in this sector significantly impacts the overall sales tax growth.

T Californiabs median home price was $464, O00eryear t he
increase; nearly double that of the United States, where the median price stood at just over $250,000.
Since 1990, Californiads median home price has routi

Growth in home prices are further projected in FY 2018-19 due to tight inventory, inadequate growth in
development, increasing wages and labor costs, higher construction costs, and further economic growth.
The Federal Reserve Bank continuing to modestly raise interest rates thru out 2018 may mitigate some of
this projected increase.

1 Current projections for Transient Occupancy Taxes are reflective of increased demand region wide,
leading to substantially higher occupancy rates and a modest increase in room rates. Furthermore, Elk
Grove in particular is experiencing average daily occupancy rates over 80%. Hence, the City is actively
exploring opportunities to encourage new lodging developments. One new hotel has received building
permits and is expected to be under construction in FY 2018-19.

The Proposed FY 2018-19 Budgetr ef | ect s growth in the Cityds major reve
in operating expenses. The proposed budget for the General Fund, which primarily funds public safety,
administration, and governance, provides for enhanced operations, cost of living salary adjustment for employees,
appropriation of unassigned fund balance for Old Town Plaza improvements, and pension liability reductions

while stildl achieving the Councilés strategic objective
Sacramento County, the City is able to absorb future animal shelter operations and debt service costs and

continue the enhancement of public safety services.

Fund Balance Analysis. In FY 2008-09, the City Council adopted a Fund Balance Reserve Policy, which states
that the General Fund reserve will fall no lower than 15% of adjusted appropriations. The optimal level of reserves
is 20% of adjusted appropriations.

The adopted FY 2017-18 Budget assumed an appropriation from fund balance of $600,000 to purchase land in
the Old Town area to stimulate economic development. An additional $3,250,000 was appropriated from fund
balance during FY 2017-18 to purchase park land for the future Reardan Park. Due to prudent fiscal



management, significant savings were realized over the course of the fiscal year. In addition to revenue growth,
particularly in sales taxes, savings were realized in vacant positions that remained vacant for extended periods of
time and continued responsible management of all operating budgets across all departments. The result is that no
contribution from fund balance is needed to balance operations; rather, a contribution of over $1.2 million is
projected to be appropriated to fund balance and available for appropriation in FY 2018-19, as shown in the
General Fund five-year projection. As a result, the projected level of fund balance at July 1, 2018 is 37.4% of
adjusted appropriations, or $24 million, well above the optimal level of 20%.

The Proposed FY 2018-19 Budget assumes a contribution to fund balance of $373,350 and an appropriation from
fund balance of $910,000 for Old Town Plaza improvements for a net appropriation from fund balance of
$536,163. After the planned appropriation from fund balance, the projected fund balance at the end of FY 2018-
19 is $23.6 million, or 32% of adjusted appropriations, still well above 20%.

Five-Year Projection. The current baseline projection five-year forecast for the General Fund indicates that a
contribution from fund balance is not necessary to maintain daily operations through the projection period.
Further, the General Fund has the capacity to reduce unfunded PERS liabilities and provide for an increase in
Police Department staffing levels (two sworn positions and one non-sworn position) in the Police Department over
each of the next five years. The reduction of the Revenue Neutrality increment payment beginning in FY 2018-19
has a significant impact on the projection and creates the funding capacity for the new animal shelter. At this time,
the five-year projection indicates that, for each year of the projection period, revenues will exceed expenditures
and fund balance levels will remain above 31%.

$in 000s FY 2018-19 FY 2019-20 FY 2020-21 FY 2021-22 FY 2022-23
Beginning Fund Balance 24,176 23,639 24,480 24,871 25,521
Total Revenues 74,932 77,359 79,862 82,460 85,071
Total Expenditures 74,559 76,518 79,471 81,809 83,326
Fund Balance Used to Fund

One Time Projects (910) i i i i
Contributions to/from Fund 373 841 391 651 1,745
Balance

Cumulative Results (537) 304 695 1,346 3,090
Ending Fund Balance 23,639 24,480 24,871 25,521 27,266

Fund Balance as a % of

. - 32.4% 32.6% 31.9% 31.7% 33.3%
Adjusted Appropriations

However, there are no assumptions for future bargaining group compensation agreements and unrepresented

employee compensation adjustments beyond FY 2018-1 9 . The Police Officersd Assoi
Understanding (MOU) expires on June 30, 2019 and the Pol
2020. Any changes to compensation after FY 2018-19 will significantly impact this projection. Additionally, the

five-year forecast excludes impacts from potential mall and/or casino development, any repayment by future
development of the $5.04 million investment in Southeast Policy Area infrastructure, or any economic downturn.

Organizational Issues
Compensation. The Proposed FY 2018-19 Budget assumes a 2.75% compensation increase for unrepresented

employees as noted in the FY 2017-18 budget transmittal letter. In addition, the budget includes the
compensation adjustments provided in the Memoranda of Understanding with the two police-related bargaining
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units. Beyond FY 2018-19, any increase in compensation beyond the normal growth rates assumed in the current
five-year forecast will have a negative impact in the out years of the forecast period.

Long-Term Pension Liabilities. The Proposed FY 2018-19 Budget includes a $900,000 prepayment of future
obligations to unfunded CalPERS liabilities. This prepayment continues the practice to mitigate future pension
cost increases that the City started in FY 2015-16, when $680,000 was paid to CalPERS at the close of the fiscal
year. At the close of FY 2016-17, the City made a $1,474,327 prepayment to CalPERS, and the year-end
estimate for FY 2017-18 assumes a $2.1 million prepayment. These accelerated payments should mitigate the
future cost | mp a edredaction i@ asldiBcBurt3abe top/¥ha s

Position Management. The Proposed FY 2018-19 Budget includes funding for an additional 25 full-time
equivalents (FTEs) across all funds, of which 23 are budgeted in the General Fund and assigned to the Police
Department. One FTE, added to support the new Civic Center facility, is added to Fund 256, Laguna Ridge
Community Facility District Maintenance. The other FTE, added to provide maintenance support to new and
recently added City facilities, is added to Fund 602, the Fleet and Facilities Internal Services Fund.

1 Animal Shelter Operations: The addition of 18 FTEs will support the operations at the new animal shelter,
which is scheduled to open in June 2019. Hiring for the new positions will be staggered throughout the
fiscal year, as many of these positions will need to be filled closer to the shelter opening. The positions
and anticipated hiring dates are included in the table below:

Position FTE Estimated Hire Date
Customer Service Supervisor 1.0 October/November 2018
Kennel Supervisor 1.0 October/November 2018
Veterinarian 1.0 February 2019
Animal Services Volunteer/Events Coordinator 1.0 March/April 2019
Customer Service Specialist 2.0 April/May 2019
Registered Veterinary Technician 2.0 May/June, 2019
Sr. Animal Care Specialist 1.0 May/June, 2019
Sr. Animal Services Officer 1.0 March/April 2019
Animal Care Specialist 3.0 May/June 2019
Veterinary Assistant 2.0 May/June 2019
Animal Care Assistant 3.0 May/June 2019
Total FTE 18.0

I Police Sergeants: The addition of two Police Sergeant positions will address the increase in Patrol
staffing and ensure proper span of control. Additionally, the Elk Grove Police Department Strategic
Staffing Plan that was finalized in April of 2017 recommended adding these two Patrol Sergeant
positions.

1 Police Officers: The addition of two Police Officer positions will assist with maintaining quick response
times to the highest priority calls for service. Additional sworn staffing will allow the department to
maintain or enhance current service delivery levels.

11



Administrative Assistant: The addition of one Administrative Assistant position in the Police Department
will mitigate operational gaps that are negatively impacting all divisions. This is due to workload increases
in the departmentds Professional Standards and
Department staffing.

Community Center Coordinator: The addition of a Community Center Coordinator position to the Civic
Center budget will provide assistance to the Community Event Center Manager in all aspects of the City's
new Civic Center complex. It will primarily focus on the day to day operations of the Community Center,
including meeting with potential clients, scheduling rentals, facility coordination, administrative duties,
contract management, event planning and overseeing the work of future Facility Attendants.

Senior Facilities Technician: The addition of a Senior Facilities Technician position to the Fleet and
Facilities Maintenance budget will provide coordination of the day to day facilities operations,
maintenance and repairs of the existing aging buildings, the Special Waste Collection Facility, as well as
any facility related needs for the Animal Shelter and additional buildings that will be constructed within the
next fiscal year.

Reclassifications: The Proposed FY 2018-19 Budget assumes the reclassification of two positions in the
Police Department. First, a Police Captain is being requested as a replacement to the existing Support
Services Manager position. The incoming Police Captain will serve as the Support and Administrative
Services Commander to provide for equity in assignments among the Captains and instill a higher level of
consistency within the organization. Also, an Administrative Analyst | position is proposed to be
reclassified to an Administrative Analyst Il in response to a desk audit that revealed that the incumbentd
providing higher level work and more complex analysis of Police Department policies, internal statistics,
reporting, contract and RFP management and special projects.

On October 25, 2006 the Police Department developed a paid Reserve Police Officer Program. At that
time, Council approved 15 part-time Reserve Officer positions funded at an hourly rate of up to $34.65.
The Police Department has determined that the paid Reserve Officer Program is no longer viable and
requested that those 15 part-time positions be eliminated and replaced with 8 part-time, non-benefitted,
Intermittent Police Technicians with an hourly rate of up to $34.65. These Intermittent Police Technicians
will be utilized to conduct background investigations and other functions in the Police Department for
which a sworn, full-time staff member is not required. This is consistent with the Elk Grove Police

Departmentds Strategic Staffing Plan and al |-imes

Technicians as needed throughout the department.
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Conclusions/Acknowledgments

During FY 2017-18, departments limited their spending and prioritized those services that directly affect the
residents of Elk Grove. Their sustained dedication through the FY 2018-19 budget process facilitated the
balanced plan proposed, which once again could not have been achieved without their assistance.

| want to acknowledge Budget Manager Shay Narayan, Finance Director Brad Koehn, Senior Management and
Budget Analyst Nathan Bagwil, Management and Budget Analyst Maria Phillips, Administrative Assistant
Vanessa McGill, and Administrative Analyst Jannet Meyer for their perseverance and dedication in preparing this
document. | also thank the Finance staff for their support of the Budget team during this preparation season.
Additionally, | thank City Council members for their support of our workforce. Finally | would like to thank and

recognize former City Manager Laura Gillds significant

The Budget is scheduled to be presented to the Council at the May 23 Council meeting, with an opportunity for
guestions, comments and direction. Staff will then present the Budget for further discussion, deliberation and
possible adoption at the June 13 Council meeting. The Budget may be adopted on June 13 or 27.

My staff and | look forward to working with you as you review the proposed budget. During your review, please
contact me with any questions that you or the public may have concerning the Proposed FY 2018-19 Budget.

Respectfully submitted,

Jason A. Behrmann
Interim City Manager
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BUDGET DEVELOPMENTSTRATEGIES

City Council Vision, Goals and Imperatives

The involvement of the City Council in setting direction is essential to the budget process. The vision and goals
provide high level and long-term direction to staff, help to determine the allocation of resources, and establish
priorities. These goals provide focus to the organization-wide efforts of staff and ensure that the most important,
highest-priority objectives are accomplished and that these priorities are communicated to the public. Imperatives
establish short term budget priorities and help staff make funding recommendations to Council.

The City Council developed the following vision, goals and imperatives during their Strategic Planning Session on
March 23, 2017. The vision and goals were formally adopted by Council on April 26, 2017. The vision goals are the
driving force behind all budget recommendations made by the City Manager and City Staff in presenting this budget
document for Council consideration.

CITY COUNCIL VISION STATEMENT AND
GOALS FOR FYs 2017-18 AND 2018-19
VISION STATEMENT
El k Grove strives to provide a high quality of life for a
heritage through safe and connected neighborhoods that are welcoming to all, with diverse residential, educational

and employment choices and amenities that create a sense of place.

GOALS FOR FY 2017-18 AND FY 2018-19

1. Foster a vibrant and diverse economy in Elk Grove oriented towards growing jobs in targeted industries,
while also offering an array of residential choices, civic amenities, and entertainment options that attract
businesses.

The City of Elk Grove will be known as an environment supportive of small business, working closely with

entrepreneurs and innovators in all sectors for | ocal bus
for business attract i onrcevandlrange bfemployes. Jle Cityalso wil highlighbis wor kf o

hi storical agricultural roots as the region continues to
region.

Strateqic Imperatives:

1.1. Develop a business brand and targeted marketing plan for business attraction of industries in identified sectors,
activate the Cityods recruitment t e-eatontaHkdGrogseol i cit new bus

1.2. Evaluate small business support needs, publicize existing City small business support programs, identify
incentives for local innovation and entrepreneurship, and expand outreach to successfully market an innovation

support network within the City.

1.3. Identify gaps in infrastructure (both physical and digital) necessary for medium to large business retention or
relocation and create plan for addressing identified impediments.
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BUDGET DEVELOPMENTSTRATEGIES

1.4 Implement the Southeast Policy Area plan and develop a recruitment strategy for new or expanding businesses to
capitalize on the newly installed infrastructure to drive employment generation.

1.5. Ensure the successful opening of the regional outlet mall and assist with business attraction to provide diverse
retail opportunities.

1.6. Develop a strategy for an entertainment district in the Old Town area that incorporates the re-use plan for the Old
Town Plaza.

1.7. Update City Design Guidelines to enhance standards for community design (architectural and landscaping),
encouraging creativity and recognizing the unique characteristics of distinct neighborhoods while maintaining housing
affordability.

1.8. Identify potential small business startup and scale-up candidates and support their launch and growth to foster
future major employers.

19Undertake efforts and develop partnerships that maintai
Cityds workforce in ways that me et the needs of maj or i
residents employed by Elk Grove companies.

1.10. Position Elk Grove as a competitive location for business and personal travel, with emphasis on development of
additional hospitality projects, |l everaging our HAgatewayo

1.11. Position Elk Grove as a major player in regional economic development decision making and business
attraction efforts through personal and corporate relationships that drive business to Elk Grove.

1.12. Foster the growth/development of higher education institutions in Elk Grove.

2. Continue to foster and support the safest neighborhoods, promote the unique attributes of Elk Grove
communities and lifestyles - both urban and rurali and connect neighborhoods internally and to the region
through roads, transit, and trails.

The City of Elk Grove will provide opportunities for all residents to engage with each other and with their City
government, through choices of residential opportunities that serve a variety of ages and backgrounds.
Neighborhoods will be strong through the connections of residents within small communities, and also with the larger
opportunities available through the City and its coopera
will promote connections and facilitate mobility among neighborhoods and the greater Sacramento region.

Strateqic Imperatives:

2.1. Complete the General Plan Update, including a policy on future expansion of City boundaries.

16



BUDGET DEVELOPMENTSTRATEGIES

2.2. Prioritize public transit opportunities (e.g., light rail, heavy rail and bus rapid transit, multimodal station) and trail
connections, both regional and Il ocal; develop and i mpl em
goals for enhanced neighborhood and regional connectivity.

2.3. Continue the implementation of recommendations from the Police Staffing Study and publicize to the community
the ongoing increases in public safety support commensurate with population and business growth.

2.4. Strengthen and support the engagement of neighborhoods in the protection and safety of Elk Grove.

2.5. Continue the development and implementation of culturally relevant strategies and programs to address the
problem of domestic violence in the community and support and leverage the funding of the Police Department
Family Services Unit.

2.6. Achieve enhanced coordination of City and school public safety, including the opportunities arising from
expiration of the Sacramento County Sheriff contract for on-site policing with the Elk Grove Unified School District.

2.7. Develop an implementation schedule and funding strategy, with milestones for design, right of way acquisition,
and construction for Kammerer Road as the Cityds highest

2.8. Complete implementation of Phase 4 of the Intelligent Traffic System and update the 2004 ITS Master Plan to
identify improvements to enable enhanced traffic flow along east/west arterials.

3. Distinguish EIk Grove as a city with an array of opportunities for sports and cultural activities for residents
of all ages and backgrounds, with venues and entertainment districts that also promote and leverage
economic growth and attract a variety of age groups to participate in the community.

The City of Elk Grove will capitalize on our diverse, family-or i ent ed community and our resp
and character. The City will invite residents and visitors to enjoy our natural resources in a responsible manner as

they build and expand theirawareness and respect for the Cityds natur al h
serve residents of all ages and backgrounds, but that also provide venues for regional, state, national and
international training and competition to leverage economic growth. The City will also develop entertainment districts

for the enjoyment of residents and visitors.

Strategic Imperatives:

3.1. Continue collaboration for optimal delivery of parks and recreation services with the Cosumnes Community
Services District.

3.2. Continue efforts to establish a multi-sport park complex that attracts various users, establish a development and
services plan and funding and marketing strategy that supports the achievement of this vision.

3.3. Identify funding strategies to fully develop the Civic Center (South Property) Master Plan as adopted by the City
Council in 2016.

3.4. Complete current Civic Center Phase One amenities:
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BUDGET DEVELOPMENTSTRATEGIES

a. Complete construction of Aquatic Center and commons space by summer 2018; identify and retain an operator.
b. Complete construction of the community center, including space for the Veterans Hall and Senior Center in 2019.

3.5. Identify funding to evaluate unmet needs for performing arts venue and identify Elk Grove programming and
facility operations, with an immediate focus on opportunities to share facilities and private business.

3.6. Develop and promote an entertainment district(s) that will attract young professionals and create a unique Elk
Grove venue(s) that smdpepseofplme.t he Cityds brand a

3.7 Evaluate opportunities and risks for the aging population to maintain a safe and active community for all
generations.

4. Serve as wise and responsive stewards of fiscal, physical and natural resources, and prepare for, adapt to,
and find opportunities in changes to the natural environment.

Protection of our existing reserves, infrastructure, and natural resources sustains a healthy and prosperous
community. City Council and staff will be accountable to pursue transparent short and long term plans to optimally
balance fiscal constraints with effective investment in the preservation of both prudent reserves and our precious
resources. Elk Grove needs to be a resilient community, adaptable to climate changes and potential natural disasters.
There may be opportunities with water storage (weir) in heavy rainfall; consider consultation with the U. S. Army
Corps of Engineers on possible water amenities.

Strateqgic Imperatives:

4.1. Evaluate the burden on new development for infrastructure construction and maintenance, including regional
impact fees and develop strategies to ensure economic competitiveness within the region.

4, 2. Review the cost of #Apurple piped installation t
of a recycled water supply and the cost of retrofit if infrastructure is not available to carry a future recycled water
source.

4.3. Develop recommendations for resource enhancement to fully fund highest priority improvement projects.

4.4. Develop a road maintenance policy based upon understood and approved asphalt repair standards, such as the
pavement management index, and identify funding resources and gaps to achieve this level of ongoing road
maintenance.

4.5. Update the 2011 Storm Drainage Master Plan to develop a drainage system with multiple benefits including 200-
year flood protection, habitat preservation and enhancement, groundwater recharge, and the use of water as an
aesthetic resource/amenity.

4.6. Evaluate emergency preparedness for natural disasters.

4.7. ldentify and pursue funding opportunities that allow the City to accomplish its near-term needs and long-term
objectives.
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BUDGET DEVELOPMENTSTRATEGIES

5. Continue to elevate the Cityés high operational per fc
organizational excellence and the highest service levels, while also providing regional leadership through
collaboration.

The City of EI k Gr ove will be known as a model for the #fAc-ontinu
house and contract personnel to achieve cost effective, nimble, and timely provision of municipal services. Our
commitment is to our customers, both internally and externally. We provide a positive organizational culture where we

recruit, retain and promote the best employees who are regionally focused and recognized as leaders. City Council

and staff are always willing to work with all stakeholders to achieve success.

Strateqgic Imperatives:

5.1. Identify likely retirements from key Executive staff/Department head positions and evaluate service delivery
model (in-house versus contract services) to ensure most efficient and highest service delivery standards.

5.2. Complete design, capital funding strategy, and operating budget impacts for City-operated animal shelter.

5.3. Collaborate with other governmental agencies to enhance service delivery and reduce costs, with a focused effort
on possibility for shared facility use with EIk Grove Unified School District.

5.4. Evaluate opportunities to collaborate regionally on issues related to homelessness, transportation funding, and
regional jobs growth.

Budget Strategies

To implement the Council vision, goals and imperatives identified, staff has enlisted the strategies below in
making budget decisions:

Strategic Focus T The Cityés financi al management should be st
communityés pr i or iptovidengresbunces thateaalisticallyefundvrbutirle eperations.
Fiscal control and accountabiltyi The Cityés financi al activities should

the City Council through the City Manager.

Clarity T The Cityds fngmaramepadrtend shoultl bencfear and easy to understand so that all
participants, the Council, the community, and staff can productively participate in making good decisions.

Long-term planningi The Cityds financi al p | a-yearihorigonsschpromoted long-mp h a s |
term planning of resource uses.

Flexible and cost effective responses i The Cityds financi al management pr
mission-driven organization that responds quickly and straightforwardly to community demands. The Ci t y 6 s
management should flexibly respond to opportunities for delivering better service, should proactively monitor

revenues, and should cost-effectively manage ongoing operating costs.

i Staff philosophy i The City Council desires to retain a mix of contract staff and employment staff in order to

ensure a cost effective and flexible service delivery system. A core group of City employees create the

oversight and administrative guidance necessary for contractual staff to be successful in delivering services.

= == == =4 -4
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BUDGET DEVELOPMENTSTRATEGIES

Annual Budget and Financial Plan

The City Manager will present an annual budget and financial plan and periodic financial information to the City
Council stemming from the following information;

1 Actual revenues, expenditures, reserve balances, and fund balances for the prior fiscal year. Available Fund
balance is the portion of the Total Fund Balance that is available to be programmed toward expenditures.
Total Fund balance is the difference between assets and liabilities in any given fund.

Estimated revenues, expenditures, reserve balances, and fund balances for the current fiscal year.

Projected revenues, expenditures, reserve balances, and fund balances for the next fiscal year.

Articulated priorities and service levels to be achieved by the organization over the next year.

Long-range financial plan, which will include projected revenues, expenditures, and reserve balances for the
next five years.

9 Capital Improvement Program for the next five years.

=A =4 =4 =9

Budget Development and Administration

The City's annual budget represents the official financial and organizational plan by which City policies, programs,
and resources are implemented. It is also a strategic and financial plan of services to be provided to the citizens
of Elk Grove.

Budget Development and Calendar

The budget is prepared by City staff under the direction of the City Manager. The annual budget process commences
in January with the City Manager and the Budget Manager providing to the department managers information on the
financial condition of the City and establishing general parameters for budget submittal. The Mid-Year Budget Update
provided to City Council reflects the financial condition of the City at that point in time.

In January and February, the department managers prepare their operating and capital budget requests in
accordance with the general parameters. The City Manager, along with the Budget staff, reviews each ma
requests and proposals and then formulates them into a "Proposed Budget" for submission to the City Council. The

Proposed Budget is balanced when expenditures are equal to or less than the sum of total revenues and the use of

reserves, according to Council adopted policy.

In late May, a presentation is scheduled for the City Council to receive information and public input for regarding the
Proposed Budget. As early as the first Council meeting in June, the Budget can be adopted by Council Resolution
and becomes the City's action plan for the ensuing fiscal year. If the City Council fails to adopt the Budget by July 1,
the City Council may elect one of the following courses of action until the adoption of a Budget and the appropriation
of funds occurs:

1 Provide the City Manager with Continuing Resolution Authority to allow continued services at expenditure levels
not greater than those levels approved in the prior year budget; or
1 Require staff to obtain prior approval for the expenditure (disbursement) of City funds.

Copies of the City budget as adopted are public records and shall be made available to the public upon request. The

el ectronic version of the budget is available onl iThee on
Calendar below shows the budget timelines and process in brief for Fiscal Year 2018-19.
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- ) 2018-2019

Date Item
January | Revenue assumption development
February | Capital improvement project requests due
March Department budget & personnel requests due
March Community grant applications due to City Staff
April Community grants awarded by City Council
April Cost allocation plan development
April Special event sponsorship applications due to City Staff
2018-2023 Capital Improvement Program reviewed by Planning
April Commission
Present Proposed FY 2018-19 Budget and 2018-23 Capital
May Improvement Program to City Council
City Council Budget Work Session and opportunities for budget
June adoption

Appropriation Control

Appropriations of fiscal resources are the responsibility of the City Council and the City Manager.

Appropriations requiring Council action are:

f
1
f

Appropriation of reserves, except replacement reserves

Transfers between funds

Appropriations of any unassigned revenues i assigned revenues are those revenues that are not associated
with a particular business or service unit

Inter-fund multi-year loans over $500,000

Appropriations requiring City Manager action are:

)l
il

=A =

Transfers within a fund, between or within a department

Appropriation of unbudgeted assigned revenues i unassigned revenues support a specific business or
service unit and allow expansion or contraction of that unit in response to demand as manifested by receipt of
assigned revenues

Appropriation of replacement reserves

Inter-fund loans under $500,000

Administration

City departments perform the following budgetary control functions:

1

= =4 -4 =

Reviews purchasing transactions and payment requests for compliance with City rules, regulations, and
budgetary limits;

Administers the City's payment system to review, process, and pay purchasing transactions and expense claims;
Receives and deposits all City receipts, which are invested by the City Treasurer;

Maintains records for all these transactions and their effect on cash balances;

Maintains a position control system, based on the budget, to control City staffing in conjunction with the City
Manager Department;

Administers the City's payroll system to process personnel transactions and to review and pay personnel
expenses.
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Detail budget reports are available and accessible to City staff for distribution to City Council, department managers,
and support staff. These reports are organized by department, division, and line item showing the authorized budget
amount as well as expenditures and encumbrances to date. As a matter of policy, expenditures are not to exceed the
appropriated budget. In the course of the fiscal year, it may become necessary to amend, transfer, or adjust the
amounts appropriated in the Adopted budget. Any subsequent appropriation of additional monies for a fiscal year
requires approval by the City Council, as does the transfer of appropriations between funds in the operating budget or
between capital projects.

Basis of Budgeting

The budget is developed on a modified accrual basis, consistent with generally accepted accounting principles
(GAAP). Under the modified accrual basis, revenues are recognized when they are measurable and available.

i Me asslulre 0 means the amount can be determined and favai

Expenditures are recorded when the related fund liability is incurred.
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LONG RANGE FINANCIAL PLANS

Introduction

The City recognizes the need to look beyond the next Fiscal Year to develop a long range financial plan. As with
any forecast, the further out one goes, the less reliable the forecast is likely to be due primarily to the increase in
unknown factors. For instance, if actual revenues in Fiscal Year 2018-19 come in at 99% of the anticipated level,
the City would realize $749,000 less revenue than projected.

A forecast based on known factors, reasonable estimates and assumptions, combined with contextual analysis of
risks and opportunities, is a valuable decision making tool. The following forecast is intended to help guide
decision making and resource prioritization in the long-range. In addition, scenarios have been discussed that
would require a re-evaluation of the forecast should they come to fruition during the term.

The forecast represents the baseline scenario for all long range financial plans. In this scenario, FY 2018-19
employment agreements and service level provision are assumed to continue with the existing employment
agreements that create a moderate impact on expenditures. The Police Officer Association and Police
Management Association contract costs and non-representative increases are assumed as part of the baseline.
The current forecast results in flexibility, fund balances above 31% for the full 5 year term, continued increase in
public safety staff and the addition of a City run Animal Shelter, and accelerated payments towards PERS
unfunded liabilities. The forecast shows moderate to substantial appropriations to fund balance for each year thru
FY 2022-23.

The following table i s t he Cityos Five Year Ge n e r farécastFisu theal setFob r e c a s

assumptions used to develop the forecast model. The bottom lines of the forecast show the annual appropriations
to fund balances and what the resulting fund balance projections are. Fiscal Years 2017-18 and 2018-19 show
one-time appropriations from Fund Balance for land acquisitions and improvements in Old Town. Finally, this
report concludes with the qualitative analysis of risks and opportunities the City faces in the short to long term that
may impact the forecast.
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FIVE YEAR GENERAL FUND FORECAST -
REVENUE PROJECTIONS

) 20182019

Revenues FY 18 YE Est. FY 19 FY 20 FY 21 FY 22 FY 23
Property Tax 12,341,073 13,176,135 13,835,000 14,527,000 15,253,000 16,016,000
Property Transfer Tax 1,144,797 1,167,693 1,191,000 1,215,000 1,239,000 1,264,000
Sales Tax 27,215,696 27,849,460 28,240,000 29,031,000 29,844,000 30,590,000
Costco Retail Sales Tax - 382,000 782,000 802,000 822,000 843,000
Utility Users Tax 6,091,644 6,152,560 6,214,000 6,276,000 6,339,000 6,402,000
Transient Occupancy Tax 2,153,379 2,196,447 2,218,000 2,240,000 2,262,000 2,285,000
Franchise Fee 1,395,000 1,475,000 1,505,000 1,535,000 1,566,000 1,597,000
Recycling & Waste Francise Fee 1,297,000 1,200,000 1,224,000 1,248,500 1,273,500 1,299,000
Business Licenses & Misc 89,895 93,200 93,200 93,200 93,200 93,200
Investment Income 165,087 152,250 168,820 168,820 168,820 168,820
Intergovernmental 12,423,278 13,044,442 13,697,000 14,382,000 15,101,000 15,856,000
Mello Roos - Police Senices 2,960,516 3,230,000 3,327,000 3,427,000 3,530,000 3,636,000
Gowernance 2,437,115 3,371,520 3,405,000 3,439,000 3,473,000 3,508,000
Public Protection 1,172,664 1,204,772 1,217,000 1,229,000 1,241,000 1,253,000
Code Enforcement 240,593 236,438 242,000 248,000 254,000 260,000
Total Revenue $ 71,127,737 $ 74,931,917 $ 77,359,020 $ 79,861,520 $ 82,459,520 $ 85,071,020
Revenue Increase N/A 5.3% 3.2% 3.2% 3.3% 3.2%
EXPENDITURE PROJECTIONS
Expenditure Category FY 18 YE Est FY 19 FY 20 FY 21 FY 22 FY 23
Salaries 25,796,819 28,593,075 30,221,797 31,988,292 33,582,975 35,249,849
PERS Payroll Deductions 4,135,266 4,494,097 4,893,500 5,544,500 5,767,000 5,998,000
PERS Unfunded Accrued Liability 598,708 860,490 1,172,200 1,474,100 1,826,200 2,137,000
Animal Shelter Salaries & Benefits [1] 729,346 1,379,963 1,443,000 1,508,000 1,576,000
Other Benefits 8,567,609 10,806,902 11,294,000 11,803,000 12,335,000 12,891,000
Total Salaries and Benefits $ 39,098,402 $ 45,483,909 $ 48,961,460 $ 52,252,892 $ 55,019,175 $ 57,851,849
Operations 7,683,148 8,206,035 8,529,853 8,769,000 9,015,000 9,268,000
Animal Shelter Operations - Net [2] 943,853 - - - -
Internal Senices 5,518,465 6,440,125 6,621,000 6,807,000 6,998,000 7,194,000
Revenue Neutrality 7,286,000 7,140,000 6,426,000 5,623,000 4,723,000 3,719,000
Contingency 100,000 100,000 100,000 100,000 100,000 100,000
Debt Senice - Animal Shelter 200,000 690,000 1,157,278 1,161,646 1,161,646 1,161,646
Debt Senice - Laguna Palms 365,213 370,213 370,213 370,213 370,213
Franchise Fee Special Project Funding 1,297,000 1,200,000 1,224,000 1,248,500 1,273,500 1,299,000
Costco Sales Tax Rebate - 191,000 391,000 401,000 411,000 421,500
Long Range Strategic Planning 190,000 565,000 190,000 190,000 190,000 190,000
Transfers 1,392,231 1,397,432 1,397,432 1,397,432 1,397,432 601,099
Capital Outlay 1,170,284 936,000 250,000 250,000 250,000 250,000
Contributions to Unfunded Liabilities [3] 2,100,000 900,000 900,000 900,000 900,000 900,000
Remaining Expenditures $ 26,937,128 $ 29,074,658 $ 27,556,776 $ 27,217,791 $ 26,789,791 $ 25,474,458
Total Expenditures $ 66,035530 $ 74,558,567 $ 76,518,237 $ 79,470,683 $ 81,808,965 $ 83,326,307
Expenditure Increase N/A 12.9% 2.6% 3.9% 2.9% 1.9%
Contributions to/from Fund Balance 5,092,206 373,350 840,783 390,837 650,555 1,744,713
Appropriation from Fund Balance for
E(l:Jc’;)n. [E)ev. Land Aquisition (600.000) 0 0 0 0 0
Appropriation from Fund Balance for
Pgrrl)(s I'.)and Aquisition (3250.000) & g & & &
Appropriat.ion from Fund Balance for Old 0 (910,000) 0 0 0 0
Town Parking Lot Improvements
Ending Fund Balance (101 Only) 24,175,645 23,638,995 24,479,778 24,870,615 25,521,170 27,265,883
Adjusted Appropriations (101) [4] $ 64,665,246 $ 72,932,567 $ 75,110,958 $ 78,059,037 $ 80,397,320 $ 81,914,661
Fund Balance as a % of Adjusted 37.4% 32.4% 32.6% 31.9% 31.7% 33.3%

Appropriations [4]

[1] FY19 Animal Shelter compensation is based on timeline of filling new postions. FY 20 and beyond assumes full year cost of the new positions.

[2] FY19 net operational impact of opening Shelter is startup costs and additional operations.

[3] FY 18 includes an additional PERS payment of $900 as a Mid-Year Amendment in addition to the originally Adopted $1.2 Million
[4] Per Council Fund Balance Resenve Policy, this is calculated as Fund Balance / (Grand Total - Debt Senice - Capital Outlay).
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Revenue Category

Property Taxes

Property Transfer Taxes

City Share of Property Tax
Sales Tax [1]

Utility Users Tax

Transient Occupancy Tax [2]
Franchise Fees

Mello Roos - Police Senices
Gowernance/Public Protection

All other Revenue Categories

PLANS

FY 19
%
2%

30%
3.7%
1%
2%
6%
9%
27%
2.5%

FIVE YEAR GENERAL FUND FORECAST -
BASELINE ASSUMPTIONS

FY 20 FY 21 FY 22 FY 23
5% 5% 5% 5%
2% 2% 2% 2%

40% 50% 60% 70%
2.8% 2.8% 2.8% 2.5%
1% 1% 1% 1%
1% 1% 1% 1%
2% 2% 2% 2%
3% 3% 3% 3%
1% 1% 1% 1%
2.5% 2.5% 2.5% 2.5%

[1] Sales Tax assumptions and forecasts are provided by our City's Sales Tax consultant(s)

[2] FY18 includes a one-time reduction for prior year correction, hence FY19 has a higher increase.

Expenditure Categories

Salaries & Salary Based Benefits [1]

PERS Rates Increases

PERS Payroll Deductions
PERS Unfunded Accrued Liabilities

Health Care Premium Increases [2]
Revenue Neutrality

Operations [3]

New Police Staff per Year [4]

FY 19
10.84%

4%

9%

6.5%
5%
6.8%
4.0

FY 20 FY 21 FY 22 FY 23

4% 4% 4% 4%

4% 8% 0% 0%

9% 13% 4% 4%

6.5% 6.5% 6.5% 6.5%

5% 5% 5% 5%

2.8% 2.8% 2.8% 2.8%

3 3 3 3

2018-2019

Assumptions

Based on Revenue Neutrality Agreement
Includes Costco starting in FY 19

Based on market trends

Driven by trends in lodging occupancy
Includes Integrated Waste starting FY 18
Mainly from CFD Police Senices

Driven by individual department senices

FY 21-23 matches FY 20.

FY19 is determined by Position Budgeting
Models

Based on PERS Actuarial Study and weighted
average of employee tiers

FY19 is determined by PERS Actuarial study
Based on PERS Actuarial Study as of June 30,
2016

Adjusts per Revenue Neutrality Agreement
The City's Animal Shelter opens late FY19

[1] FY 19 proposes 25 new positions in the General Fund with recruitements phased in over the Fiscal Year. Both FY 18 and FY 19 assume
impacts from POA and PMA agreements. Also includes is a 2.75% Total Compensation increase for non-represented employees. Workers Comp

rates are assumed at current rates.

[2] Based on the Price Waterhouse Cooper Medical Cost Trend released in January 2017.
[3] FY 19 are driven by collaboration with staff. FY 20 thru FY 23 are based on California Department of Finance CIP - U estimates.

[4] FY 19 is based on costs for the actual positions requested. FY 20 thru FY 23 is based on the cost of a mid-career officer.
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*Additional Expenditure Assumptions:

*Recent changes at CalPERS will cause PERS payments to increase. Continued accelerated contributions to
these unfunded liabilities will mitigate some of the increase. These estimates pre date the PERS discount rate
changes that will be implemented in the next two Fiscal Years and any future liability prepayments. As such, the
combined impacts of both are not calculated.

*Animal Shelter operating costs are included in a separate line. The FY 19 estimate is for the start-up operational
costs of the shelter. FY 20 is the Shelter's first full year of operations. For FY 20 thru FY 23 net operating costs
are shown as zero, net of the current payment to Sacramento County which is included in the "Operations"
category in FY19. Starting in FY 20, the ongoing operating costs of Animal Services, including the Animal Shelter,
are reflected in the operations line.

*There are two Debt Service lines in the forecast, one is for the transfer out to the Animal Shelter Debt Service
Fund starting in FY 18 and the other is the transfer out to the Laguna Palms Debt Service Fund starting in FY 19
per the refinancing of that debt.

*The Franchise Fee Special Project Funding is the General Fund contribution to the Community Center project in
both FY 18 and FY 19 are being funded from newly anticipated Integrated Waste Franchise Fee revenue. The
programming of this revenue after FY 19 will be determined by Council.

*The General fund transfers out funding annually for Long-Range Strategic Planning efforts such as a Resiliency
Plan, Trails Fee program, and a nexus study for the Southeast Policy Area, General Plan Update.

*The Capital Outlay line is primarily budgeting for Police IT equipment

*Includes allowances for prepayment of PERS unfunded liabilities from FY 17 thru FY 23.

Risks and Opportunities

This section is intended to provide context to the forecast. If realized, the circumstances discussed in this section
would have significant positive or negative net impacts to the General Fund. Those that would negatively impact
the General Fund are Risks. Those that would have a positive impact are Opportunities. Both the timing and
scale of impact for each of these scenarios are uncertain. As such, they are left out of the baseline. As
circumstances surrounding each unfold, they can be added into the baseline forecast.

Risks

CalPERS Discount Rate and Other Assumption Changes

In February 2017, CalPERS (California Public Employees Retirement System) elected to reduce the
discount rate from 7.5% to 7.0%. The discount rate is the assumed earning rate on all contributions to the
CalPERS system. By lowering the rate, the Unfunded Accrued Liability (UAL) of all agencies, including Elk

Grove, has increased. I n addition, t he nor mal cost

benefits) will also increase. The City cannot take action that would impact the normal cost as that is set by
CalPERS. However, the City can continue its past practice of aggressively addressing the unfunded
liabilities it does have. The forecast calls for additional budgeted expenditures to go towards paying down
the UAL, in addition to PERS required contributions towards the UAL for all Fiscal years in the forecast.

The implementation of the discount rate change takes place over a seven year period beginning with Fiscal
Year 2018-1 9 . The Cityods cont i nhe JAL skoddhelp io @onstrhin or onitigdté n g
increases to the UAL as a result of the seven year phase in.

CalPERS has indicated the reduction to the discount rate is not its last action that may impact contribution
requirements from local agencies. CalPERS may elect to further reduce the discount rate in the future,
and/or modify certain demographic assumptions (such as life expectancy) that could possibly increase
costs. Any further changes at CalPERS would require a refresh of the forecast.
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Recession

The City, State and Nation have experienced nine years of consecutive economic growth. The recovery has
exceeded the average length of economic expansions in the post-World War Il era. This recovery differs in
the extremity of the preceding downturn and in its slower pace. The slower pace combined with indicators
showing there is still capacity for growth sets the basis for this forecast assuming continued growth.

The model does identify a minor slowing of economic growth, but does not account for a formal recession. In
a recession pattern, economic activity declines, this could lead to negative revenue growth for the City. In
Particular, consumer based revenues such as Sales Tax, Utility Users Tax and Transient Occupancy Tax
would certainly be impacted heavily due to lack of consumer spending. The City relies heavily on Sales Tax
revenues (its largest individual revenue source) of which approximately 30% typically comes from auto sales.
If economic activity declines, auto sales and other sales tax generating activities are likely to decline.
Recessions often result in a declining real estate market which would significantly impact Property Transfer
Tax revenue. Essentially, less homes sales mean less Transfer Tax. Due to the passing of Proposition 8,
declining home values combined with a slowdown in new home construction would result in negative impacts
to Property Taxes, the Cityds second | argest revenue ¢
recession, the General Fund forecast would look very different, incurring annual contributions from Fund
balance rather than to fund balance, resulting in declining reserves.

Opportunities

Outlet Collection at Elk Grove

The City anticipates the opening of Phase | of the Outlet Collection at Elk Grove (the mall) at some point

during the next five years. The opening of the mall will have a significant impact on both operating costs

and revenues. The timing of opening is uncertain, but is not likely to occur in Fiscal Year 2018-19.

Preliminary indications are that the mall will provide a significant financial benefit to the City, however the

uncertain opening and revenue generation also have an impact on the payments the City will have to make

to the operator per the Development Agreemenofthe The m
Cityébs long range forecast.

Costco

In April 2017, the City adopted an agreement with Pappas Investments for a Costco development projected
to open Fall of FY 2018-19. The Sales Tax impact of the new Costco is incorporated and shown in the Five
Year Forecast starting in FY 2018-19.

Hotel

In March 2016, a 96 unit hotel complex was approved. The hotel construction timeline is approaching two
years and the start date is uncertain. When more information on the start time is available, the additional

revenue can be programmed into the forecast. The City will reevaluate its forecast as these and other
significant economic development opportunities are realized.
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Repayment of SEPA Infrastructure Investment

The Fiscal Year 2015-16 budget <called for significant Gener al Fund
Policy Area (SEPA), specifically a sewer lift station. The majority of project costs are reimbursable through

the Sacramento Area Sewer Di st rmpad féesprogr&@A £€htruckondbrs t i ng d
this project is currently underway and it anticipated to be completed in Fall of 2018-19. Anticipated opening

of the lift station, and subsequent acceptance of the project by SASD is likely to occur as early as Fiscal

Year 2018-19. Reimbursement is eligible to be provided via a form of fee credits. Upon receipt of the

credits, the City will have to monetize that credit by selling to developers. City Staff will require eligible

projects to have map conditions directly development that receive a benefit from the sewer lift station to

purchase the sewer fee credits from the City and same reimbursement payments.

Casino

In February 2018, a Federal judge wupheld the Feofder al B
land for the benefit of the Wilton Rancheria Indian Tribe (Tribe) for the development of a proposed casino

resort project in the City of Elk Grove. The land is located just north of the approved outlet mall site. The

casino will contain significant lifestyle amenities, including restaurants and entertainment venues. Given its

proximity to and effect on The Collection at Elk Grove, the project would have a significant retail impact on

the City. All State and Federal approvals for the project have been granted, but remain subject to challenge

in pending litigation. Start of construction and completion dates are unknown at this time.

In order to mitigate the potential impacts of the Project, the City and the Tribe have executed a
Memorandum of Understanding, approved by the City Council in September 2016, that provides funding to
the City of Elk Grove, Elk Grove Unified School District, and local non-profit organizations to pay for
services such as law enforcement and traffic impacts and compensate for loss of tax revenue. The total
cumulative payment from the Tribe to the community over 20 years is approximately $132 million. This
amount far exceeds that which the City would expect to receive from tax revenues associated with the
portion of the mall site upon which the Casino would be built.

Favorable Revenue Neutrality Schedule

In Fiscal Year 2018-19, the City is to receive 30% (rather than 25% annually from FY 2014-15 thru FY
2017-18) of its property tax share per the Revenue Neutrality agreement between the City and Sacramento
County approved by the Local Agency Formation Commission (LAFCO) at the time of incorporation. The
remaining 70% of property tax revenue is transferred to the County. Beginning in Fiscal Year 2019-20, and
in each subsequent year through Fiscal Year 2025-26, the City will receive an additional 10% of the City
share. In Fiscal 2025-26 and beyond, the City will receive 100% of its share of property tax revenue. This
increase in the Cityodos fAslice of the pied represents a
enhancements to existing services, service level increases, additions or modifications. Currently, Staff
projects the first few years of this increase will be used to fund operations and debt for a City owned and
operated animal shelter. The above portions of the City share of property tax per the revenue neutrality
agreement are incorporated in the above forecast.
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FIVE YEAR FORECASTS

GAS TAX FUND FIVE YEAR FORECAST

Beginning Available Fund Balance: $ 6,576,533 $ 2,675,279 $ 960,074 $ 846,237 $ 1,618,880 $ 2,245,095
FY 18 YE Est. FY 19 FY 20 FY 21 FY 22 FY 23
Highway User Tax $ 3,903,562 $ 4,505,232 $ 4,920,738 $ 5,199,688 $ 5,494,921 $ 5,807,419
Total Revenue $ 3,903,562 $ 4,505,232 $ 4,920,738 $ 5,199,688 $ 5,494,921 $ 5,807,419
Expense Category FY 18 YE Est. FY 19 FY 20 FY 21 FY 22 FY 23
Salaries & Benefits $ 206,475 $ 54,842 $ 58,132 $ 61,620 $ 65,318 $ 69,237
Administrative Operations $ 13,343 $ 44530 $ 42,995 $ 42631 $ 42,895 $ 42,738
Operations & Maintenance $ 3,466,886 $ 3,139,000 $ 3,327,950 $ 2,824,522 % 2,955,748 $ 3,093,536
Curbs, Guitters, and Sidewalks $ 416,000 $ 365,000 $ 383,250 $ 402,413 $ 422,533 $ 443,660
Preventative Maintenance $ 368,000 $ 545,000 $ 572,250 $ 600,863 $ 630,906 $ 662,451
Owerhead Allocation $ 818,084 $ 261,095 $ 268,928 $ 276,996 $ 285,306 $ 293,865
Capitol Projects $ 2,516,027 $ 1,690,971 $ 289,070 $ 118,000 $ 83,000 $ -
Minor Capital Projects $ 120,000 $ 92,000 $ 100,000 $ 383,000 $ -
Total Expenses $ 7,804,815 $ 6,220,437 $ 5,034,575 $ 4,427,045 $ 4,868,706 $ 4,605,486
Fund Balance Contribution/Drawdown $ (3,901,253) $ (1,715,205) $ (113,837) $ 772,643 $ 626,215 $ 1,201,933
Available Fund Balance $ 2,675,279 $ 960,074 $ 846,237 $ 1,618,880 $ 2,245,095 $ 3,447,028

Forecast Comments

Revenues

The State of California imposes per-gallon excise taxes on gasoline and diesel fuel, sales taxes on gasoline and
diesel fuel and registration taxes on motor vehicles with allocations dedicated to transportation purposes. These
allocations flow through the Highway Users Tax Account (HUTA), the familiar gasoline tax revenues that have
been in place for decades, and the Road Maintenance and Rehabilitation Account (RMRA) which allocates much
or the revenue from the Road Repair and Accountability Act of 2017 (SB1 Beall) (League of California Cities,
2018).

The Senate Bill 1 RMRA legislation that passed in April of 2017 included updated to HUTA rates as described
below. The Road Repair and Accountability Act of 2017 (SB1 Beall) will reset the price-based gasoline excise tax
to its 2010 year original 17.3 cent per gallon rate on July 1, 2019. There will be one more price-based rate
adjustment to the rate by the Bureau of Equalization (BOE) effective July 1, 2018 for the FY2018-19 year. With
regard to diesel fuel taxes, SB1 eliminated upon its enactment the price-based adjustment mechanism applied to
the diesel fuel tax rate. The diesel fuel tax rate will remain at its current 16 cents per gallon until July 1, 2020. On
July 1, 2020, and every July 1 thereafter, the gasoline and diesel fuel excise tax rates including the 18 cent per
gallon base rate, the 17.3 percent per gallon rate, the diesel fuel excise tax rate and vehicle registration taxes will
be increased by the change in the California Consumer Price Index. All of the above factors are assumed and
incorporated in the above forecast.

Expenditures

The above forecasts factors in Capital Outlay Project costs from the Capital Improvement Program and continued

Operations and Maintenance spending on curbs, gutters, sidewalks, pavement, markings, pot-holes, and

preventative maintenance. FY 19 shows a decrease in Salaries and Benefits due to Budgeting the Traffic

Engineer position in Fund 296 Public Works rather than F
consultantdés (Matrix Consulting) recommendations. Progr
Roads (see next forecast), rather than in Fund 221, results in less overhead allocation in FY 19 as well.

Robust increases in revenue per the Road Repair Accountability Act results in healthy HUTA reserves by FY 23.
The build-up of Fund balance starting in FY 21 yields matching opportunities for grants, preparedness for
emergency response, disaster recovery & relief, and planning maintenance needs for depreciating assets. Staff
will be reviewing program enhancements so that future Gas Tax funds are strategically funding vital road
programs and will sustain a fund balance that is appropriately balanced.
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SENATE BILL 1 - STREETS AND ROADS FUND FIVE YEAR FORECAST

Beginning Available Fund Balance:

Senate Bill 1 - Local Streets & Roads

Total Revenue

Expense Category
Capitol Projects

Total Expenses

Fund Balance Contribution/Drawdown
Available Fund Balance

$

FY 18 YE Est.
$ 975,582
$ 975,582
FY 18 YE Est.
$ 110,500
$ 110,500
$ 865,082
$ 865,082

$

@ #

865,082 $
FY 19
2,840,614 $
2,840,614 $

FY 19
3,684,500 $

3,684,500 $

(843,886) $
21,196 $

Forecast Comments

21,196 $ 18,622 $ 22,971
FY 20 FY 21 FY 22
2,897,426 $ 2,984,349 $ 3,073,880
2,897,426 $ 2,984,349 $ 3,073,880

FY 20 FY 21 FY 22
2,900,000 $ 2,980,000 $ 3,075,000

2,900,000 $ 2,980,000 $ 3,075,000

(2,574) $ 4,349
18,622 $ 22,971

(1,120)
21,851

® &

$

$
$

) 20182019

21,851

FY 23
3,166,096

3,166,096

FY 23
3,170,000

3,170,000

(3,904)
17,947

On April 28, 2017, the Governor signed Senate Bill 1 (SB1) (Beall, Chapter 5, Statutes of 2017), which is known
as the Road Repair and Accountability Act of 2017. The purpose and intention of the act is to address basic road

maintenance, rehabilitation, and critical safety needs on both the state highway and local streets and road
systems, as well as provide transit assistance. The above forecasti s

specifically

revenue and expenditures related to the Local Streets and Roads funding of the Road Maintenance and

Rehabilitation Account (RMRA) package.

ustrat.

The current FY 2017-18 Budget and Capital Improvement program include the anticipated SB 1 Local Streets and
Roads Program revenues. Anticipated revenues of $975,582 this fiscal year; $2,840,614 next fiscal year; and

about $3 Million in each of the following three years will allow the City to program an additional 223 street

segments or 86 lane miles of pavement rehabilitation. Staff will be reviewing program enhancements so that
future Gas Tax funds are strategically funding vital road programs and will sustain a fund balance that is

appropriately balanced.
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MEASURE A MAINTENANCE FUND FIVE YEAR FORECAST

Beginning Available Fund Balance: $ 4,091,822 $ 3,068907 $ 1,213,831 $ 317,188 $ 1,461,656 $ 2,689,063
FY 18 YE Est. FY 19 FY 20 FY 21 FY 22 FY 23
Revenue $ 3,796,166 $ 4,213,512 $ 4,444,420 $ 4,688,029 $ 4,943,818 $ 5,237,532
Total Revenue $ 3,796,166 $ 4,213512 $ 4,444,420 $ 4,688,029 $ 4,943818 $ 5,237,532
Expense Category FY 18 YE Est. FY 19 FY 20 FY 21 FY 22 FY 23
Salaries & Benefits $ 64,218 $ 72,302 $ 76,640 $ 81,239 $ 86,113 $ 91,280
Administrative Operations $ 5623 $ 33,370 $ 33,185 $ 32,107 $ 32,211 $ 32,319
Operations & Maintenance $ 1,050,328 $ 2,241,250 $ 2,043563 $ 2,050,926 $ 2,065322 $ 2,168,587
Pavement Patch Repair $ 1,158,500 $ 800,000 $ 1,050,000 $ 1,197,315 $ 1,345331 $ 1,412,598
Ovwerhead Allocation $ 329,628 $ 171,529 $ 176,675 $ 181,975 $ 187,434 $ 193,057
Capitol Projects $ 2,210,784 $ 2,750,137 $ 1,961,000 $ - $ - $ -
Total Expenses $ 4,819,081 $ 6,068588 $ 5,341,063 $ 3,543,562 $ 3,716,411 $ 3,897,842
Fund Balance Contribution/Drawdown $ (1,022,915) $ (1,855,076) $  (896,643) $ 1,144,467 $ 1,227,407 $ 1,339,690
Available Fund Balance $ 3,068,907 $ 1,213,831 $ 317,188 $ 1,461,656 $ 2,689,063 $ 4,028,753

Forecast Comments

Based on historical actuals, this forecast projects continued growth in Measure A Maintenance revenue at 5.5%
annual starting in FY 20. This fund is eligible for a variety of Capital and Operations and Maintenance spending.
Operations and Maintenance costs include but are not limited to pavement patch & repairs, emergency & hazmat
response, lighting & landscape utilities, graffiti abatement, and landscape maintenance.

Until the Senate Bill 1 Road Repair and Accountability Act (see above forecast) was passed in April of 2017, this
fund was used primarily to fund pavement rehabilitation projects. Those capital costs are now programmed in the
Local Streets and Roads fund resulting in healthier reserves for Measure A Maintenance. The build-up of Fund
balance starting in FY 21 yields matching opportunities for grants, preparedness for emergency response,
disaster recovery & relief, and planning maintenance needs for depreciating assets.

Staff will be reviewing program enhancements so that future Measure A funds are strategically funding vital road
programs and will sustain a fund balance that is appropriately balanced.
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MEASURE A-SAFETY, STREETSCAPE, BIKE, AND PED FUND FIVE YEAR FORECAST

Beginning Available Fund Balance: $ 1,025372 $ 1,202,867 $
FY 18 YE Est. FY 19
Revenue $ 557,323 $ 586,422 $
Total Revenue $ 557,323 $ 586,422 $
Expense Category FY 18 YE Est. FY 19
Administrative Operations $ - $ 890 $
Overhead Allocation $ 44,273 $ 74,255 $
Capitol Projects $ 335,556 $ 1,683,582 $
Minor Capital Projects $ - % 25,000 $
Total Expenses $ 379,828 $ 1,783,727 $
Fund Balance Contribution/Drawdown $ 177,495 $ (1,197,305) $
Available Fund Balance $ 1,202,867 $ 5562 $

5,562

FY 20
621,607

621,607

FY 20
270
76,483
373,200

449,952

171,655
177,216

$

@ BB BB

©“» &+

177,216

FY 21
658,904

658,904

FY 21
380
78,777
417,000
138,000
634,157

24,746
201,963

$

B HH s

©* ¥

201,963

FY 22
698,438

698,438

FY 22
238
81,140
315,000

396,378

302,060
504,023

$

@ BB BB

@ o

2018-2019 |

504,023

FY 23
740,344

740,344

FY 23
733
83,575
1,138,086

1,222,394

(482,049)
21,973

Based on historical actuals, this forecast projects continued growth in Measure A Safety, Streetscape, Bike, and

Pedestrian revenue at 6% annual starting in FY 20. Various trails projects are funding over the 5-year period such
as Laguna Creek Trail and Bruceville Road Improvements, Laguna Creek Open Space Preserve Tralil,
Whitehouse Creek Trail Connection, and Strawberry Creek Trail construction.

MEASURE A TRAFFIC CONTROL AND SAFETY FIVE YEAR FORECAST

Beginning Available Fund Balance: $ 1,230,617
FY 18 YE Est.
Revenue $ 406,975
Total Revenue $ 406,975
Expense Category FY 18 YE Est.
Administrative Operations $ 70,889
Overhead Allocation $ 21,580
Capitol Projects $ 482,899
Total Expenses $ 575,368
Fund Balance Contribution/Drawdown $  (168,393)
Available Fund Balance $ 1,062,224

$

$

$

®» h »

$

1,062,224

FY 19
437,552

437,552
FY 19
101,170
30,918
1,325,625
1,457,713

(1,020,161)
42,064

$

$

$

$

$

42,064

FY 20
463,805

463,805

FY 20
100,019
31,846

131,865

331,940
374,004

$

© B B

® &

374,004

FY 21
491,633

491,633

FY 21
100,020
32,801

132,821

358,813
732,817

$

$

®» Ph »

$
$

732,817

FY 22
521,131

521,131

FY 22
100,020
33,785

133,805

387,326
1,120,143

©

$
$

1,120,143

FY 23
552,399

552,399

FY 23
100,021
34,798

134,819

417,580
1,537,723

Based on historical actuals, this forecast projects continued growth in Measure A Traffic Control and Safety
revenue at 6% annual starting in FY 20. Various transportation projects are funded such as Left Turn Pocket
Extension on Laguna Springs & Laguna Palms way, Laguna Blvd & Laguna Springs Intersection, Pedestrian

Crossing at Whitelock Pkwy & Franklin Blvd, Bruceville Rd & Poppy Ridge & Quail Run, and Old Town

Streetscape Phase |
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Beginning Available Fund Balance: 21,939,387

DRAINAGE FUND FIVE YEAR FORECAST
Beginning Available Fund Balance: $ 21,939,387 $ 20,111,203 $ 9,260,826 $ 5,618,206 $ 1,969,204 $ 1,870,797

FY 18 YE Est. FY19 FY20 FY21 FY22 FY23

Program Fees $ 7,070,965 $ 7,200,000 $ 7,354,375 $ 7,538,234 $ 7,726,690 $ 7,919,857
IT Phase IV (WTC001) Interfund Loan Interest 2312000 $ 23120 % 23120 %
IT Phase IV (WTC001) Interfund Loan Principle [Se¢ Note Below] - - 2,300,000 $
Total Revenue $ 7,094,085 $ 7,223,120 $ 9,677,495 $ 7,538,234 $ 7,726,690 $ 7,919,857
Expense Category FY 18 YE Est. FY19 FY20 FY21 FY22 FY23
Salary & Benefits $ 281,680 $ 269,028 $ 279,789 $ 290,981 $ 302,620 $ 314,725
Ovwerhead Allocation Expenses $ 964,121 $ 723,836 $ 716,951 $ 752,798 $ 790,438 $ 829,960
Operations, Maintenance and Admin Expenses $ 3,152,741 $ 3,412,152 $ 3,839,294 $ 3,924,839 $ 4,012520 $ 4,102,402
Storm Drainage Admin/Operation/Water Quality/Flood Control $ 1,330,863 $ 1,353,884 $ 1,438,481 $ 1,473,928 $ 1,510,246 $ 1,547,456
Storm Drainage Master Plan Update [1] $ 66,341 $ 50,000 $ - - - -
Republic Storm Drain Fee Processing 2 $ 95,000 $ 100,000 $ 103,000 $ 106,090 $ 109,273 $ 112,551
200-Year Floodplain Master Drainage Mapping $ 70,000 - - - - -
Capital Projects (CIP) ¥ $ 1,939,700 $ 11,914,597 $ 6,942,600 $ 4,638,600 $ 1,100,000 $ 1,200,000
Minor Capital Projects $ 1,021,823 $ 250,000 -
Total Expenses $ 8,922,269 $ 18,073,497 $ 13,320,115 $ 11,187,236 $ 7,825,097 $ 8,107,094
Fund Balance Contribution/Drawdown $ (1,828,184) $ (10,850,377) $ (3,642,620) $ (3,649,002) $ (98,407) $ (187,237)
Available Fund Balance $ 20,111,203 $ 9,260,826 $ 5,618,206 $ 1,969,204 $ 1,870,797 $ 1,683,563

Notes:

[ Storm Drain Master Plan Improvements not in CIP Budget

2 Republic Services to begin collected Storm Water Drainage Fees in FY18.
Bl Includes FY18 Completed Project Expenses

Forecast Comments

The Drainage fund has historically retained a healthy fund balance. However, over the past few Fiscal Years,
Public Works has completed various Capital Projects, acquisitioned land, equipment and other infrastructure
which has gradually deceased fund balance.

The City plans to continue utilizing this fund to maintain current operating & administrative service levels and
update the Storm Drainage Master Plan with a combined cost hovering around $5 Million a year. Nearly $30
Million in Capital Improvement expenses are included as well over the 5 year period. Key Capital Projects
included in the Five Year plan are Laguna Creek & Whitehouse Crk. Corridor, Pump Station Improvements,
Waterman road rehab plus bike lanes, Old Town Streetscape, Bond Road Storm Drain Improvements, and
Annual Storm Drain repairs & upgrades,
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RECYCLING & WASTE FUNDS FIVE YEAR FORECAST

Revenues FY 18 YE Est. FY 19 FY 20 FY 21 FY 22 FY 23
Residential Franchise Fee - - - - - -
Commercial Franchise Fee 496,650 501,615 526,696 553,031 580,682 609,716
Admin Fees 3,654,008 3,791,583 3,981,162 4,180,220 4,389,231 4,608,693
Utility Billing/Walk-In Payments 770,026 203,000 10,000 10,000 10,000 10,000
Building Permit Fees 11,500 8,500 8,925 9,371 9,840 10,332
Build America Bonds Rebate 347,506 323,267 315,794 308,001 298,853 289,196
Other Revenues 518,570 296,132 310,938 326,485 342,809 359,950
Total Revenue $ 5,798,260 $ 5,124,097 $ 5,153,515 $ 5,387,108 $ 5,631,415 $ 5,887,887
Expense Category FY 17 YE Est FY 18 FY 19 FY 20 FY 21 FY 22
Salaries and Benefits 633,422 624,568 709,592 831,962 852,761 874,080
Operating Expenses 1,496,482 2,059,490 1,532,465 1,366,410 1,423,401 1,483,185

Franchisee Senices - - - - - -
Customer Senices Transfer - - - - - -

Senate Bill 1383 Implementation Costs - 112,500.00 200,000.00 568,750.00 968,250.00 378,500.00
Capital Outlay & Expenditures 131,245 1,026,531 - - - -
Debt Senice 795,096 777,460 1,019,461 1,010,744 1,003,741 990,517
Internal Senices & Owverhead 791,801 1,004,561 941,530 997,235 1,056,383 1,119,197
Total Other Expenses $ 3,848,046 $ 5,605,110 $ 4,403,047 $ 4,775,100 $ 5,304,536 $ 4,845,479
Fund Balance Contribution $ 1,950,214 $ (481,013) $ 750,468 $ 612,008 $ 326,879 $ 1,042,408
Fund Balance $ 17,092,734 $16,611,721 $17,362,189 $ 17,974,197 $ 18,301,076 $19,343,484

Forecast Comments

The 5-year forecast for Recycling & Waste incorporates a number of changes that took place due to a new

franchise agreement effective July 1, 2018. The most significant changes include the transition of Utility Billing to
Republic Services starting |l ast year on July 1, 2017,
a transition of residenti al Franchi se Feensolidatoreohue t o
administrative fees into a single fee, revenue projections are simplified and more flexible. Administrative Fee

revenue can be allocated between the 501 and 506 Funds (Residential Waste and Special Waste Collection

Center) as needed.

The Solid Waste and Recycling Program Needs Assessment and Long-Range Strategic Plan was presented to
Council in May of 2018. This study outlined the projected solid waste program and facility needs looking at a
minimum 20-year horizon based upon the projected waste and recycling generated by Elk Grove residents and
businesses. The study examined the location and capacity of existing facilities, existing programs, and projected
future facility and program needs. A key determinant of the study, and therefore of the 5-year projections for the
Recycling & Waste Division, is the passage of Senate Bill 1383, which will require mandatory organics recycling
statewide starting in 2022. Compliance with this bill will require the City to implement a number of new programs
within the next 3-5 years including curbside organics collection, edible food recovery programs, inspection and
enforcement programs, as well as the extensive public education and outreach programs that go along with each
program. The costs of each program were estimated in the Strategic Plan and have been included in the 5-year
budget projections.
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FIVE YEAR FORECASTS

The Strategic Plan also recommended that the City pursue the development of a hauler transfer station on the
vacant property adjacent to the existing Special Waste Collection Center. However, at the time of this writing,
City Council has not given staff any formal direction on whether to pursue this recommendation so any costs
association with a facility or further analysis of a facility have not been included in the above forecast projections.

There is a significant fund balance available in the Solid Waste Fund that can be used to offset the cost of
additional solid waste facilities in the event that City Council directs staff to pursue that option. However, should
that not occur, the fund balance will most likely be used for two primary purposes: (1) SB 1383 implementation
costs included establishing programs, education campaigns, initial supplies, extensive outreach, purchasing the
new labels and carts that may be required, etc.; and (2) as a reserve against future cost increase so that the City
can delay increasing its Solid Waste Administrative Fee as long as necessary. As implementation of SB 1383
moves forward, there may be additional need for funding as the State may require each jurisdiction to guarantee it
has sufficient organics processing capacity. Funding may be needed for organics capacity planning or to prepare
an Improvement Plan if the City is not meeting the capacity requirements.

Beginning Fund Balance: $ (6,808,798)
TRANSIT OPERATIONS FUND FIVE YEAR FORECAST

TRANSIT OPERATIONS
Revenues FY 18 YE Est. FY 19 FY 20 FY 21 FY 22 FY 23

Fixed Route Fares $ 1,345,748 $ 1,510,511 $ 1,525,616 $ 1,540,872 $ 1,556,281 $ 1,571,844 l
Demand Route Fares $ 65,490 $ 67,300 $ 67,973 $ 68,653 $ 69,339 $ 70,033
General Fund Contribution® $ - $ - $ - $ - $ - $ -
General Fund Deficit Forgiveness Contribution $ 835901 $ 835304 $ 835304 $ 835304 $ 835304 $ -
Federal? $ 1,301,894 $ 1,314,095 $ 1,327,236 $ 1,340,508 $ 1,353,913 $ 1,367,453,
Transportation Development Act. (Local Transportation

Funds and State Transit Assistance Funds)3 $ 7,324,240 $ 8,029,716 $ 7,587,355 $ 8,327,818 $ 7,945159 $ 8,637,433
Total Revenue $ 10,873,273 $ 11,756,926 $ 11,343,484 $ 12,113,155 $ 11,759,997 $ 11,646,762 .
Expense Category FY 18 YE Est. FY 19 FY 20 FY 21 FY 22 FY 23
Salaries and Benefits* $ 571,124 $ 678,453 $ 705,591 $ 733,815 $ 763,168 $ 793,694
Other Operating and Admin Expenses $ 1,465,666 $ 1,752,458 $ 1,203,068 $ 1,215,098 $ 1,227,249 $ 1,239,522 ]
Purchased Transportation $ 6,599,853 $ 6712101 $ 6876615 $ 7,077,034 $ 7,283,464 $ 7,501,968
Fuel $ 844,471 $ 900,000 $ 909,000 $ 918,090 $ 927,271 $ 936,544
Maintenance $ 309,420 $ 306,000 $ 309,060 $ 312,151 $ 315,272 $ 318,425
Capital Purchases $ - $ - $ - $ - $ - $ -
Total Other Expenses $ 9,790,534 $ 10,349,012 $ 10,003,334 $ 10,256,188 $ 10,516,424 $ 10,790,152 |
Fund Balance Contribution $ 1,082,739 $ 1,407,914 $ 1,340,150 $ 1,856,967 $ 1,243,573 $ 856,610 l

©

Available Fund Balance (5,726,059) $ (4,318,145) $ (2,977,995) $ (1,121,027) $ 122,545 $ 979,155
Notes:

(I No General Fund contribution included in budget for operation or capital expenses beginning in FY 19, and no General Fund Deficit Foregiveness after
FY 22

(2l Federal funding used for operating expenses
B! Transportation Development Act funding is based on forecasting SACOG apportionments for both Local Transportation Funds (LTF) and State Transit
4l Accounts for approximately 4% increase per year
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Forecast Comments

The Transit operations budget has remained stable and more balanced over the last several years slowly
reducing the overall negative fund balance in the Transit Operations fund. Per the forecast above, the negative
fund balance in expected to turn positive in FY 22 and hence forth no longer rely on the $835,304 General Fund
Deficit Forgiveness contribution amount. Much of the success in reducing the negative fund balance can be
attributed to the Comprehensive Operations Analysis (COA) adopted by Council in April of 2017, the anticipation
of receiving increased revenues through Senate Bill 1 (SB 1), and to sound fiscal management by the Transit
staff.

Revenues

Transportation Development Act (TDA) funds increased by almost $800K from FY18 to FY19. Please note that
the funding identified in this line is both a combination of both Local Transportation Funds (LTF) and State Transit
Assistance (STA) funds that the City claims through the TDA process for operational expenses. Two factors are
being considered in this increase. First factor, the STA portion of this funding pot increased significantly due to the
introduction of Senate Bill 1 revenues that are available through STA for operating expenses beginning in FY18.
Second factor, the City is not planning to claim any STA funding next year to match for capital bus purchases, so
all of this is being directed to operating expenses (see capital budget forecast, which illustrates where matching
funds are pulled from STA).

In FY 20, the TDA funding decreases by over $400K, compared to the prior year. However, this is not an actual
decrease in the overall ATDAO funding amount antici
being diverted f r duodgettothencapital budget m préer ta match anticipated bus purchases
in FY 20. Both in FY 20 and FY 22 the decrease in TDA funding is reflective of funding being used for the
purchase of Compressed Natural Gas (CNG) and/or zero-emission electric buses that the City anticipates as part
of its transit fleet replacement plan.

The City has assumed a slightly positive increase in fare revenues in FY 19 due to an anticipated fare rate
increase in January 2019. This fare increase is the first of two fare rate increases that were adopted as part of the
Comprehensive Operational Analysis (COA) five-year service and financial plan. However, the first fare rate
increase was delayed for one year due to the implementation of the COA service plan. Assuming that the first fare
rate increase occurs in January 2019, as currently planned, the second fare increase would not occur until July
2021, or a year and a half later. While staff anticipates a slight immediate increase in fare revenues generated in
FY 19 from the first fare rate increase in January 2019, it is not yet known what the first fare rate increase may do
to overall ridership over the course of the next year and a half. To be conservative, staff has not assumed an
overall fare revenue increase in FY 21, which would be related to a second fare rate increase in July 2021, until
we are able to analyze the impact of the first fare rate increase in January 2019. We can better adjust the
anticipated fare revenues for the five-year budget, starting with the FY 21 budget cycle, based on information that
we capture in the year following the first fare rate increase in January 2019.

Expenses

FY 20 Other Operating and Admin Expenses decrease by over $500K. In FY 20, overall operating expenses are
anticipated to reduce due to estimated savings in operations and administration expenses. Some of these savings
result from COA service reductions, as well as an anticipated savings from renegotiating the operations and

pated

maintenance contract rates, and also renegotiating the proportionate share pay ment est abl i shed i

current Service Agreement with Sacramento Regional Transit District (SacRT).
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Beginning Fund Balance:

TRANSIT CAPITAL FUND FIVE YEAR FORECAST

Revenues
Federal'

Transportation Development Act

(State Transit Assistance Funds)?

Senate Bill 1 (SB 1) State of Good Repair®
Accumulated LCTOP Revenues for Capital
Total Revenue

Expense Category

Capital Bus Purchases®

Capital Facilities Improvements®

Total Other Expenses

Fund Balance Contribution
Available Fund Balance

Notes:

FY 18 YE Est.

$ 2,952,000

$ 515,311

$ 242,824
$ -

$ 3,710,135

FY 18 YE Est.

$ 3,710,135
$ -

$ 3,710,135

[ Federal funding used for capital bus purchases

*

»

*

©»

FY 19

245,529

245,529

FY 19
245,529

245,529

FY 20
$ 2,880,000

$ 590,000

$ 250,000
$ -

$ 3,720,000
FY 20

$ 3,720,000

$ -

$ 3,720,000

$ o
$ o

FY 21

FY 21

) 20182019

FY 22
$ 4,144,000

$ 536,000

$ 500,000
$ 750,000

$ 5,930,000
FY 22

$ 5,180,000

$ 750,000

$ 5,930,000

$ o
$ =

FY 23

FY 23

2 Transportation Development Act State Transit Assistance funding is based on SACOG apportionment forecasting, and Transit's 10-

year capital and operations plan.

Bl Based on actual receipt of SB 1 revenues in FYs 2018 and 2019, estimated allocation of SB 1 revenues for capital in FYs 2020-22

[l CNG bus purchases assumed through FY 2020, and beginning to purchase zero-emission bus replacements FY 2022

51 Using accumulation of FYs 2018 - 2022 LCTOP allocations, anticipate to begin construction of zero-emission infrastructure at City's

Corp Yard in FY 2022

The Transit Capital Fund is primarily funded via Federal and State Grants in which revenues must equal
expenditures, hence does not incur any deficit, surplus, or any remaining fund balance.
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FINANCIAL SUMMARIES

EXPENDITURES SUMMARY

2018-2019

Estimated Estimated Estimated Estimated
Fund Balance Revenues Expenses Balance
No. 7/1/2018 6/30/2019 6/30/2019 6/30/2019
General Fund
Undesignated 101 $24,175,645 $74,931,917 $75,468,567 $23,638,995
Total General Fund $24,175,645 $74,931,917 $75,468,567 $23,638,995
Economic Development Fund
Operations 105 $1,086,916 $406,170 $391,000 $1,102,086
Total Economic Development Fund $1,086,916 $406,170 $391,000 $1,102,086
Capital Reserve Fund
Operations 106 $6,878,410 $2,364,660 $4,918,965 $4,324,105
Total Facilities Reserve Fund $6,878,410 $2,364,660 $4,918,965 $4,324,105
Strategic Initiatives & Long Range Planning Fund
Operations 107 $0 $565,000 $565,000 $0
Total SLRP Fund $0 $565,000 $565,000 $0
Small Business Econ Initiative Fund
Operations 108 $90,000 $100,000 $100,000 $90,000
Total SBEIF Fund $90,000 $100,000 $100,000 $90,000
Development Services Fund
Operations 295 $101,716 $9,107,700 $8,739,722 $469,694
Total Development Services Fund $101,716 $9,107,700 $8,739,722 $469,694
Public Works Fund [5]
Operations 296 ($71,402) $4,351,670 $4,216,464 $63,804
Total Public Works Fund ($71,402) $4,351,670 $4,216,464 $63,804
Special Revenue Funds
Recycling Grant 201 $69,450 $44,072 $42,000 $71,522
Used Oil Recycling Grant 202 $53,744 $730 $43,400 $11,074
Boardd of State Corrections - Local Police Grant 210 $201,037 $0 $201,028 $9
Police Off-Duty 213 $867 $251,490 $251,490 $867
State Seizure 215 $853,346 $0 $853,346 $0
Federal Capital Grants 216 $96,776 $190,557 $190,557 $96,776
Local Police Grants 217 ($36,304) $69,359 $33,015 $40
Supplemental Law Enforcement Grant 218 $259,227 $58,597 $317,824 ($0)
Gas Tax Fund 221 $2,675,280 $4,505,232 $6,220,437 $960,074
Senate Bill 1 Streets & Roads [1] 227 $865,082 $2,840,614 $3,684,500 $21,196
Senate Bill 1 Local Partnership [2] 228 $0 $614,000 $614,000 $0
Affordable Housing 231 $11,269,489 $2,264,293 $6,830,138 $6,703,644
Agricultural Preservation 233 $1,971,858 $29,580 $1,901,700 $99,738
Swainson Hawk 234 $1,917,108 $236,000 $1,289,816 $863,292
Tree Mitigation 235 $1,195,093 $114,610 $701,140 $608,563
Street Trench Cut 238 $263,959 $97,080 $104,801 $256,238
Community Development Block Grant 241 $80,932 $1,700,100 $1,648,744 $132,288
State Homeless Appropriation [3] 242 $4,473,205 $0 $2,494,813 $1,978,392
Community Facilities District 2003-1 Police Services 251 $332,318 $882,220 $829,181 $385,357
CFD 2003-2 Police Services 252 $949,267 $2,766,210 $2,474,885 $1,240,592
CFD 2006-1 Maintenance Services 255 $116,064 $1,292,900 $1,061,307 $347,657
CFD 2005-1 Maintenance Services 256 $9,459,258 $2,937,236 $2,535,009 $9,861,485
Street Maintenance D1 Zone 1 261 $4,846,871 $835,180 $1,410,839 $4,271,212
Street Maintenance D1 Zone 2 262 $82,275 $50,770 $32,035 $101,010
Street Maintenance D1 Zone 3 263 $25,349 $285,000 $173,506 $136,843
Street Maintenance D1 Zone 4 264 $26,570 $35,220 $33,159 $28,631
Street Maintenance D1 Zone 5 265 $1,359,219 $665,330 $590,991 $1,433,558
Street Light Maintenance Zone 1 267 $325 $805,700 $801,537 $4,488
Street Light Maintenance Zone 2 268 $181,112 $254,540 $265,601 $170,051
Federal Asset Forfeiture 275 $555,716 $0 $555,654 $62
Library Ownership 280 $882,352 $127,240 $43,356 $966,236
Neighborhood Stablization 285 $444,140 $60,660 $265,330 $239,470
Measure A Maintenance 294 $3,068,907 $4,213,512 $6,068,588 $1,213,831
Total Special Revenue Funds $48,539,892 $28,228,032 $44,563,727 $32,204,197

[1] Newly established fund to track activity related to newly Senate Bill 1 Local Streets and Roads funding

[1] Newly established fund to track activity related to newly Senate Bill 1 Local Partnership funding
[3] Newly established fund tracking activity related to new State Homelessnes Grant
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2018-2019

Estimated Estimated Estimated Estimated

Fund Balance Revenues Expenses Balance

No. 7/1/2018 6/30/2019 6/30/2019 6/30/2019

Capital Project Funds

Federal Grants 301 $0 $4,572,459 $4,572,459 $0
State Grants 302 $0 $410,215 $410,215 $0
Local Transportation Fund 305 $461,514 $150,910 $483,630 $128,794
Capital Facilities Fee - City Admin Facilities 311 $1,103,572 $174,018 $57,483 $1,220,107
CFF - Police 312 $2,381,867 $742,242 $330,000 $2,794,109
CFF - Corp Yard [4] 313 $670,107 $316,263 $1,092,710 ($106,340)
CFF - Library 315 $3,161,009 $808,966 $60,000 $3,909,975
CFF - Transit 317 $3,446,585 $538,935 $1,457,328 $2,528,192
CFF - Admin 319 $400,039 $285,471 $165,590 $519,920
East Franklin Landscape Corridor 324 $4,240,544 $0 $1,003,288 $3,237,256
East Franklin Fee - Admin 326 $345,960 $118,460 $66,318 $398,102
Elk Grove Roadway Fee 328 $33,567,264 $8,132,311 $24,444,126 $17,255,449
Impact Fee Administration 329 $212,698 $54,910 $21,575 $246,033
Impact Fee Admin 330 $0 $200,000 $200,000 $0
LRSP Quimby in Lieu Fee 331 $1,578,149 $1,766,268 $1,000,000 $2,344,417
LRSP Supplemental Park Faclilities 332 ($368,867) $3,437,804 $409,616 $2,659,321
Laguna Ridge Parks 333 $655,759 $273,084 $276,535 $652,308
Laguna West Service Area 335 $448,667 $68,120 $84,252 $432,535
Lakeside Service Area 336 $81,302 $1,230 $664 $81,868
External Agencies Fund 338 $3,982,311 $3,923,314 $3,927,314 $3,978,311
In-Lieu Roadway 339 $1,086,555 $60,000 $1,856 $1,144,699
CFD 2002-1 East Franklin 341 $18,166,265 $1,475,000 $18,714,096 $927,169
CFD 2003-1 Poppy Ridge [5] 343 ($3,153,685) $4,342,460 $1,478,444 ($289,669)
CFD 2005-1 Laguna Ridge 344 $15,077,953 $3,642,500 $18,294,692 $425,761
Animal Shelter 346 $14,854,385 $0 $14,795,000 $59,385
Laguna Area CFD 347 $710,659 $10,630 $0 $721,289
Laguna West CFD 348 $120,258 $1,980 $120 $122,118
Lakeside CFD 349 $8,039 $275,961 $276,517 $7,483
Federal Capital Grants 2 351 $0 $1,860,450 $1,860,450 $0
Laguna Ridge Park Fee [6] 360 $5,643,782 $1,229,481 $7,589,635 ($716,372)
Freeway Mitigation Fee 365 $0 $0 $0 $0
Measure A Safety, Streetscape, Bike, Ped 393 $1,202,866 $586,422 $1,783,727 $5,561
Measure A Traffic Control & Safety 394 $1,062,224 $437,552 $1,457,713 $42,063
Total Capital Project Funds $111,147,781 $39,897,416 $106,315,354 $44,729,842

[4] Fund 313 is expected to retain a negative fund balance in FY 2018-19 due to upcoming Animal Shelter, positve starting in FY 2019-20
[5] Fund 343 is expected to retain a negative fund balance in FY 2018-19 due to upcoming Civic Center, postive starting in FY 2019-20
[6] Fund 360 is expected to retain a negative fund balance in FY 2018-19 due to upcoming Civic Center, postive starting in FY 2019-20

Debt Service Fund
Debt Service - Financing Authority
Elk Grove Financing Authority 2018
Total Debt Service Fund

Enterprise Fund
Recycling & Waste Residential
Recycling & Waste Commercial
Drainage
Special Waste Collection Center
Transit Operations [7]
Transit - Prop 1B
Transit Capital
Transit Low Carbon Program
Total Enterprise Fund

403
406

501
502
503
506
511
512
514
515

[7] The negative fund balance in transit is steadily decreasing over time. Expected to be positive in FY22

Internal Service Funds
Risk Management
Facilities & Fleet [10]
Information Technology & GIS
State Unemployment Insurance
Total Internal Service Fund
Agency Funds
Laguna Springs Open Space Preserve
Employee Sunshine Fund
CFD 2005-1 Laguna Ridge
CFD 2002-1 E Franklin
CFD 2003-1 Poppy Ridge
Total Agency Fund

TOTAL
Less Transfers and Internal Service Costs
GRAND TOTAL

601
602
603
604

709
730
756
757
758

$270,135 $604,190 $586,838 $287,487
$200,000 $790,000 $786,753 $203,247
$470,135 $1,394,190 $1,373,591 $490,734
$3,276,549 $1,676,582 $1,490,726 $3,462,405
$2,669,583 $537,515 $561,874 $2,645,224
$20,111,203 $7,223,120 $18,073,497 $9,260,826
$11,146,602 $2,910,000 $3,552,510 $10,504,092
($5,726,059)  $11,756,926 $10,349,012 ($4,318,145)
$37,823 $0 $37,823 $0
$0 $245,529 $245,529 $0
($199) $930 $0 $731
$31,515,502  $24,350,602 $34,310,972 $21,555,132
$3,646,992 $3,285,502 $3,521,060 $3,411,524
$1,482,680 $4,752,629 $4,743,666 $1,491,643
$1,120,367 $3,029,038 $3,583,569 $565,836
$188,689 $50,000 $50,000 $188,689
$6,438,728 $ 11,117,259 $ 11,898,295 5,657,692
$86,510 $0 $0 $86,510
$21,183 $15,370 $35,000 $1,553
$30,378,554 $8,031,540 $10,516,713 $27,893,381
$5,012,053 $4,503,000 $5,019,100 $4,495,953
$6,333,560 $3,956,177 $7,569,100 $2,720,637
$41,831,860  $16,506,087 $23,139,913 $35,198,034
$ 272,205,183  $213,320,703 $ 316,001,569 169,524,315
$ 34442537 $ 34,442,537
$ 272,205,183 _$ 178,878,166 _$ 281,559,032 169,524,315
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FINANCIAL SUMMARY

General Fund Activity

2018-2019

FY 2017 FY 2018 FY 2018 FY 2019 Change From
Actual Budget Estimate Budget FY 2018
Revenues
Property Taxes $ 12,750,980 $ 12,874,000 $ 13,485,870 $ 14,343,828 $ 1,469,828
Sales & Use Tax 25,535,498 25,900,088 27,215,696 28,231,460 2,331,372
Other Taxes 9,236,843 7,733,700 8,245,023 8,349,007 615,307
Intergovernmental 11,763,720 12,351,200 12,423,278 13,044,442 693,242
Fines & Forfeitures 1,003,878 928,000 866,046 900,085 (27,915)
License, Fees & Permits 765,411 285,500 232,751 235,700 (49,800)
Other Revenue 430,234 2,765,090 3,298,724 3,309,557 544,467
Cost Allocation 2,425,638 2,321,741 2,321,740 3,201,400 879,659
Transfers In 3,817,750 3,028,093 3,038,609 3,316,438 288,345
Revenue Total $ 67,729,951 $ 68,187,412 $ 71,127,737 $ 74,931,917 $ 6,744,505
Expenses by Function
City Council $ 290,309 $ 414,466  $ 456,748  $ 311,866 $ (102,600)
City Manager 3,102,485 4,115,909 4,075,432 3,910,234 (205,676)
City Attorney 1,090,700 1,185,873 1,300,228 1,392,027 206,154
City Clerk 574,829 507,088 515,850 645,832 138,744
Finance 1,920,784 2,234,004 2,283,732 2,864,587 630,583
Human Resources 674,643 870,351 687,706 990,566 120,215
Non-Departmental* 10,178,989 9,598,754 11,565,404 12,474,260 2,875,506
Revenue Neutrality 6,768,126 7,286,000 7,286,000 7,140,000 (146,000)
Community Service Grants 333,393 383,332 363,000 396,383 13,051
Event Sponsorship 491,660 794,065 782,265 802,180 8,115
Police Department 34,964,865 39,324,647 35,613,894 41,996,263 2,671,616
Code Enforcement 961,207 920,761 903,890 1,009,428 88,667
Strategic Planning 912,257 200,000 191,500 719,457 519,457
Other Expenditures 2,496,197 3,689,375 3,706,160 3,292,280 (397,095)
Transit 903,634 835,304 835,901 835,304 -
Expenses by Function Total $ 62,271,283 $ 67,829,554 $ 66,035,530 $ 74,558,567 $ 6,729,013
Expenses by Category
Compensation $ 39,577,146 $ 43,109,382 $ 41,198,402 $ 46,383,909 $ 3,274,527
Operating Expenses 13,349,406 15,857,204 15,069,148 16,389,888 532,684
Internal Services 5,899,245 5,518,465 5,518,465 6,440,125 921,660
Capital Outlay 567,979 831,922 1,170,284 936,000 104,078
Debt Service - - - - -
Transfers Out 2,877,507 2,512,581 3,079,231 4,408,645 1,896,064
Expenses by Category Total $ 62,271,283 $ 67,829,554 $ 66,035,530 $ 74,558,567 $ 6,729,013
Beginning Fund Balance 17,474,771 22,933,439 22,933,439 24,175,645 1,242,206
Change in Fund Balance 5,458,668 357,858 5,092,206 373,349 15,491
Appropriation from Fund
Bala_n_(?e for Econ. Dev. Land _ (600,000) (600,000) _
Aquisition
Appropriation from Fund
Bala_n_(?e for Parks Land _ _ (3,250,000) _ _
Aquisition
Appropriation from Fund
Balance for Old Town Parking - - - (910,000) -
Lot Improvements
Ending Fund Balance 22,933,439 22,691,297 24,175,645 23,638,995 947,698

*Note: Appropriation from Fund Balance amounts displayed above are deducted from the "Non-Departmental’ amounts
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) 2018-2019

The City of Elk Grove prepares a Full Cost Allocation Plan and an Internal Service Fund Report each
year. The report, which follows, presents a summary of the comprehensive analysis undertaken to identify the
appropriate distribution of citywide administrative and support costs, and benefits, goods and services to all City
operating departments, divisions, and programs.

The primary objective of a Full Cost Allocation Plan is to spread costs from central support departments,
generally call edDieé@Pent maint Sér ysach as Finance or Human
divisions, cost centers, and/or funds that receive services in support of conducting their operations. In doing so,
the City can both better understand its full cost of providing specific services to the community, and also generate
organizational awareness regarding indirect (overhead) costs associated with operations.

The primary objective of the Internal Service Fund Report is to spread the costs of providing benefits,
goodsand services to the governmentdés ot her departments on
Funds consist of Risk, Fleet and Facilities, Information Technology and GIS.

FINANCIAL SUMMARY
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FINANCIAL SUMMARY

) 20182019

General Cost Allocation and Internal Service Plan

Fund 403 C\ 14601 Fund602- Fund 602- Fund 603 Fund 603-
Fund 101 Fund 296 Dept RM Fac Fleet T GIS Total
Service

General Fund 71,396 1,366,247 1,541,441 2,324,507 1,043,217 164,713 6,511,521
General Fund Portic
of Debt Service 365,213 365,213
295 Planning 622,271 44,784 51,292 44,469 - 246,658 16,801 1,026,275
295 Building 290,060 55,466 9,326 54,844 - 223,168 6,349 639,213
295 DS - Eng 40,408 19,639 9,326 20,045 - 117,457 2,595 209,470
296 PW - CP Mngmt 64,753 59,822 18,652 24,215 - 328,878 61,187 557,507
296 PW - Eng 18,226 - - - - - 18,226
Total 179,711 88,596 143,573 - 916,161 86,932 2,432,465
221 Gas Tax 29,959 88,278 - 1,487 13,797 683 18,099 400 152,703
238 Street Trench 1,140 2,345 - 39 367 18 481 11 4,401
251 CFD 2,523 - - - - - - - 2,523
252 CFD 24,933 - - - - - - - 24,933
255 CFD 55,364 8,666 - 146 1,354 67 1,777 39 67,413
256 CFD 18,947 6,367 - 107 995 49 1,305 29 27,800
261 St Maint Dist 10,427 13,130 - 221 2,052 102 2,692 59 28,683
262 SMD 1,699 213 - 4 33 2 44 1 1,995
263 SMD 18,842 1,125 - 19 176 9 231 5 20,406
264 SMD 4,337 217 - 4 34 2 44 1 4,639
265 SMD 7,684 7,009 - 118 1,095 54 1,437 32 17,429
267 SLMD 8,048 4,903 - 83 766 38 1,005 22 14,865
268 SLMD 24,963 1,108 - 19 173 9 227 5 26,504
280 Library Ownership 2,646 - - - - - - - 2,646
294 Measure A Maint 22,168 59,451 - 1,001 9,292 460 12,189 269 104,830
305 LTF Bike & Ped 3,190 3,564 - 60 557 28 731 16 8,145
319 CFF Admin 52,444 31,250 - 526 4,884 242 6,407 142 95,895
326 EF Admin 8,657 37,047 - 624 5,790 287 7,595 168 60,168
328 Roadway Fee 37,897 191,437 - 3,224 29,920 1,482 39,249 867 304,075
329 CCSD IF Admin 14,151 202 - 3 32 2 41 1 14,432
333 LR Parks 19,349 112,801 - 1,900 17,630 873 23,127 511 176,190
335 Laguna West SA 1,801 749 - 13 117 6 154 3 2,842
336 Lakeside SA 565 14 - 0 2 0 3 0 584
339 In-Lieu 834 16 - 0 3 0 3 0 856
341 East Franklin CFD 24,244 169,412 - 2,853 26,478 1,311 34,733 767 259,798
343 Poppy Ridge CFD 24,769 106,424 - 1,792 16,633 824 21,819 482 172,743
344 Laguna Ridge CFD 103,018 447,176 - 7,530 69,891 3,461 91,680 2,025 724,782
360 LR Park Fee 11,080 131,030 - 2,207 20,479 1,014 26,864 593 193,267
393 Measure A SSPBF 6,050 13,319 - 224 2,082 103 2,731 60 24,569
394 Measure A TCS 4,787 15,100 - 254 2,360 117 3,096 68 25,782
501 Solid Waste 257,028 10,600 3,424 6,217 27,855 - 50,898 3,962 356,561
502 Commercial Haul 34,977 4,778 3,424 6,217 27,855 5,103 50,898 3,962 133,791
503 Drainage 125,606 209,061 12,244 12,847 44,567 1,618 113,336 6,761 513,795
506 SWCC 283,360 36,822 3,424 6,217 27,855 5,103 50,898 3,962 414,217
511 Transit 362,369 123,739 13,291 23,315 192,696 - 105,711 9,430 817,260
601 Insurance 193,844 4,694 2,219 - 2,940 - 11,553 167 213,198
602 Facilities 109,252 1,357 - 11,657 - 32,719 23,106 1,753 179,844
602 Fleet 101,999 - - 6,994 69,480 - 23,106 334 201,913
603 1T 124,865 - 12,120 23,315 11,734 - - - 159,914
603 GIS 25,866 - 4,930 9,326 5,348 - 34,658 - 75,198

3,201,400 1,914,799 600,000 1,585,406 2,322,339 2,380,290 2,721,304 288,554 13,745,510

42



This page intentionally left blank

43



GENERAL FUND DISCRETIONARY REVENUES

2018-2019
GENERALFUND REVENUES

The FY 2018-19 Budget projects $74,931,917 in General Fund Revenues. Revenues in the General Fund are
shown in two categories:

91 Discretionary i Revenues that are not derived from or dependent upon direct activity from a single
department. Examples include property taxes and business license fees.

1 Program i Revenues that are derived from or dependent upon direct activity from a single department.

Examples include animal license fees, code enforcement citations, event sponsorships, and vehicle code
fines.

FY 2018-19 General Fund Revenues
$74,931,917

M Sales Tax

M Property Tax

M Intergovernmental
B Other Taxes

H Operating

B Other Funds

FY 2018-19 General Fund Revenues
$74,931,917

B Discretionary Revenues

B Program Revenues

$4,812,730
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GENERAL FUND DISCRETIONARY REVENUES

2018-2019

GENERALFUND REVENUES

Property Taxes

Historically, property tax revenues have been a stable source of funds for California municipalities. In Sacramento
County, slow steady growth averaging 5% is the noom. Based on Sacramento County
estimates, 6.36% is assumed for FY 2018-19.

Sales Taxes

Sales tax is a volatile revenue source,yeti t i s the Cityés | argest sludggtédeat sour c
37% of General Fund revenue. Sales tax revenues have hit an all-time high in FY 2017-18 and taxable sales are
projected to increase by 3.7% in FY 2018-19 partially due to the arrival of a new Costco.

Currently, the sales tax rate in Elk Grove is 7.75%. For every dollar spent on taxable goods in the City, sales tax
revenue is distributed as follows:

3.94% - State of California

1.56% - County Realignment (Mental Health/Welfare/Public Safety)
1.00% - City General Fund (Bradley Burns)

0.50% - Public Safety (Prop 172)

0.50% - Sacramento Transportation Authority (Measure A)

0.25% - Countywide Transportation Fund

E R
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