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Department: Finance and Administrative Services
Prepared By: Jake Rahn, Financial Services Officer
Subject: FY 2018-19 2"° QUARTER REPORT AND MID-YEAR BUDGET ADJUSTMENTS

Fiscal Impact: Yes. Mid-year budget adjustments are an increase of $2,238,530 for revenues and an
increase of $918,870 for expenditures. General Fund revenues increase $1,364,020
and expenditures increase $58,570.

Summary: The City’s 2" Quarter report provides an update to Council for the 2018-19 fiscal year.
In connection with the 2" Quarter report staff conducts a mid-year review to identify
and adjust for budgetary differences. These budget adjustments include both revenue
and expenditure items and are presented in Attachment A.

Background: The City’'s FY 2018-19 2™ Quarter report includes a financial report, performance
measures, and informational updates on capital items. As part of this review, revenue
and expenditure budgetary variances are identified and a listing of proposed .
adjustments for any changes to the adopted budget is prepared.

Discussion: ~ The 2™ Quarter financial report contains an overview of the City’s financial condition
through the second quarter of the fiscal year. The financial report contains a
comparison and assessment of revenue and expenditure patterns as compared to the
prior fiscal year. Additionally, the report includes departmental performance measures
and updates on the Capital Improvement Program. In conjunction with this mid-year
report, a review of all revenue and expenditure line items is conducted by all City
departments to identify and adjust for budget variances. Several budget adjustments
were identified based on unanticipated changes or additional information received
subsequent to the budget adoption.

After the proposed adjustments, the General Fund unassigned fund balance is
projected to total $6.3 million at the end of FY 2018-19. The General Fund operating
position will remain positive and increase from $154,000 to $1.3 million after the
proposed revenue and expenditure adjustments. The operating position (excluding
the effects of one-time revenues and expenditures) is summarized as follows:

Adjusted Operating Revenues $ 65.0 million
Adjusted Operating Expenditures (63.7 million)
General Fund Operating Position (Revised) $1.3 million

Detailed revenue adjustments are recommended based upon a comparison of actual
receipts and current year activity. Revenue increases total $2,238,530, with a net
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General Fund increase of $1,364,020 and a net increase of $874,510 in other City
funds. General Fund operating revenue increases include tax revenue increases of
$1,135,000 mostly in property tax, $100,000 increase to ambulance service charges,
$140,000 related to construction inspection fees, and other revenue decreases of
$10,980. General Fund revenue adjustments are summarized in the following table:

General Fund Revenue adjustments:

Property taxes $ 825,000
Other taxes 310,000
Ambulance service 100,000
Construction inspection fees 140,000
Other revenue changes (net) (10,980)
Total revenue change — increase (decrease) $ 1,364,020

Other funds budgeted revenues increase $874,510. The largest revenue increases
are grant revenues of $166,250 and sewer connection fees of $150,740. Other
revenue (funding) adjustments include a transfer of $500,000 within the Sewer Fund
to support the Operating Fund from Depreciation Reserves.

As with revenues, operating costs are normally reviewed and adjusted at the mid-point
of the fiscal year. Expenditure budget adjustments total an increase of $918,870, with
an increase of $58,570 in the General Fund and a net increase of $860,300 in other
funds. General Fund expenditure increases total $58,570, with a majority of the
increases resulting from unplanned activities, such as a grounded sailboat and other
maintenance related activities. General Fund expenditure adjustments are
summarized in the following table:

General Fund Expenditure adjustments:

Maintenance items $ 67,370
Other costs (net) (8,800)
Total expenditure change - increase (decrease) $ 58,570

Other funds budgeted expenditure adjustments are a net increase of $860,300. These
include $500,000 for a transfer within the Sewer Fund and $218,510 to fund grant
related sidewalk improvements.

Detailed information on all revenue and expenditure adjustments are an attachment
to this report.

STAFF RECOMMENDS THAT the City Council
1) Approve the FY 2018-19 2"d Quarter Report, and
2) Approve and authorize the mid-year budget adjustments listed in “Attachment A”.

FY 2018-19 2™ Quarter Report for the period ending December 31, 2018
Attachment A — Listing of Mid-Year Adjustments
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