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. CITY OF LAKE ELSINORE
ANNUAL OPERATING BUDGET

FY2016-117

TRANSMITTAL MESSAGE

May 13, 2016

The Honorable Mayor and Members of City Council:

On behalf of City Staff, it is my privilege to submit for your information and consideration the
proposed Annual Operating Budget for Fiscal Year 2016-17 for the City of Lake Elsinore. Once
again, staff developed the adopted budget in support of the Mayor, and City Council adopted
key initiatives and the vision statement; Lake Elsinore will be the ultimate lake destination where
all can live, work and play, build futures and fulfill dreams.

The City of Lake Elsinore has met or exceeded its budget expectations over the past several
years, and this year, once again the City is well positioned for growth and success in the coming
fiscal year. On May 13, 2016 the City Council will consider the adoption of the proposed City of
Lake Elsinore Annual Operating Budget for Fiscal Year 2016-17, which includes a summary of the
Special Revenue Funds, Agency Funds, and a complete Five-Year Forecast.

The fiscal year 2016-17 Annual Operating Budget has been developed after a considerable
review process. Departmental budget submittals were prepared and reviewed by line item in
connection with projected revenues and detailed performance objectives. Five-year revenue
and expenditure projections were developed to identify the future impacts of proposed staffing
and program changes, as well as the impact of proposed capital improvement projects. The
result is this document: a conservative, balanced budget that provides for quality services while
effectively utilizing available resources.

This budget document serves not only as a financial plan for the immediate future, but also as a
management and communications tool outlining the City Council’s vision and key initiatives for
the year. By focusing on public safety, improving recreational opportunities and neighbor-
hoods, delivering the highest quality of public services, preserving and enhancing the City’s
economic prosperity, and celebrating the diversity of our citizens, we have outlined plans to
make the City of Lake Elsinore the desirable place to live, work and play.

Each fiscal year, staff and the City Council has the responsibility to identify its budget priorities,
immediate and future fiscal issues, community needs, and the resources required to enhance
capital programs and services within the City in order to maintain a strong community and take
advantage of upcoming growth and development opportunities.
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CITY OF LAKE ELSINORE
ANNUAL OPERATING BUDGET
FY2016-117

TRANSMITTAL MESSAGE (continued)

CITY OF LAKE ELSINORE PROYFTILE

The City of Lake Elsinore is a community comprised of approximately 61,006 citizens. The City
maintains 18 parks on 71 acres throughout the community, which provides recreation
opportunities for both the citizens of Lake Elsinore, as well as surrounding communities. Police
and Fire protection are provided through a contract with Riverside County. The Lake Elsinore
Unified School District provides 24 schools for 21,559 students. The City of Lake Elsinore prides
itself on its community focus and quality of life.

Lake Elsinore residents enjoy perfect climate, blue sky, clean air, world-famous thermal winds
for aerial sports and, their crowning jewel, a sparkling 3,000-acre recreational lake for exciting
water sports. All of this is set against the spectacular Ortega Mountains and Cleveland National
Forest, providing opportunities for hiking, biking, bird watching or just plain relaxing in the
beauty that abounds in this outdoor recreation destination. It is impossible to review the
economic forces affecting Lake Elsinore and the Inland Empire without predicting a prospering
future for the city. The region’s geographic location, competitive cost structure and
sophisticated logistics have put it in a position to remain one of the fastest growing communities
in the Inland Empire.

Lake Elsinore—View from the Ortega Highway
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TRANSMITTAL MESSAGE (continued)

IMPACT OF LEGISLATION ON THE BUDGET

On May 13, 2016, the Governor presented his May Budget Revision to the adopted budget
released in January 2015. Since the January Budget, the state’s revenues have lagged
expectations while the Governor and the Legislature have made major new spending
commitments.

Barring any significant changes, the budget over the next two years is in balance. Proposition
2’s required contributions to debt payment and the Rainy Day Fund have been reduced by a
combined $1.6 billion since January. These reductions, based on declining revenues and
reduced capital gains expectations, keep the budget from being worse off. The May Revision
forecast has been reduced by $1.9 billion in 2016-17. Among the highlights for the cities are:

¢+ The Governor’s Budget reflected repayment of loans based on the operational needs of
various special fund programs and Proposition 2’s dedicated funding stream for reducing
debts and liabilities. The May Revision reflects a total of $647 million in loan repayments to
special funds in 2016-17, which is a decrease of $244 million compared to the Governor’s
Budget. Total funding available for Proposition 2 debt payments decreased due to lower
forecasted revenues and capital gains since the Governor’s Budget.

¢ Provides $5.8 million in backfill payments to several cities and counties where there is
insufficient revenue in the county ERAF fund to reimburse the agencies for losses due to the
VLF Swap and the “Triple-Flip.”

¢ The Governor’'s Budget proposed an additional $323.1 million to continue the state’s
emergency response to the drought. The May Revision proposes an additional $11.4 million,
for a total of $334.5 million, for emergency drought response, based on current drought
conditions.

¢+ The May Revision includes the following changes related to California’s public safety; $10.6
billion. $10.3 billion General Fund and $248 million other for the operations of the
Department in 2016-17. Including capital outlay, General Fund spending for the Department
represents 8.6 percent of total General Fund spending, compared to a peak of 11.4 percent
growth rates estimated in the Governor’s Budget.

Overall, the May Revision General Fund revenues under the May Revision forecast are lower
than the Governor’s Budget by $537 million in 2015-16 and $553 million in 2016-17.
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TRANSMITTAL MESSAGE (continued)

REVENUE AND ECONOMIC CONDITIONS

Fiscal Year 2016-17 General Fund revenues are projected to reach $40.4 million, an increase of
$1,936,308 or 5.03% from Fiscal Year 2015-16 and reflect continued growth of the local economy.
The City has continued to work with the Chamber of Commerce and Visitor’s Bureau in its effort
to encourage the expansion and relocation of industries that generate local sales tax and
employment opportunities. The City has also worked with these organizations to develop and
market Lake Elsinore as a tourist destination. The following graph details the major components
of the City’s General Fund revenues.

FISCAL YEAR 2016-17 PROJECTED GENERAL FUND
REVENUES $40,447,406
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ANNUAL OPERATING BUDGET
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TRANSMITTAL MESSAGE (continued)

CHANGES IN REVENUES: GENERAL FUND

Sales and Use Tax: Sales and Use Tax revenue is projected to decrease by $306,560 from an
estimated $10,026,860 in fiscal year 2015-16 to $9,720,300 in fiscal year 2016-17 due to the
repaymet of the Prop 57 bonds otherwise known as the Triple Flip. Sales tax is one of the City’s
largest revenue sources, representing approximately 24.03% of the total General Fund revenue.

Property Tax: The fiscal year 2016-17 revenue for property taxes will increase to an estimate of
$513,070 representing 18.22% of the total General Fund revenues due to an increase in assessed
valuations of homes.

Licenses, Permits, and Fees: An overall increase from $6,339,875 in fiscal year 2015-16 to
$6,845,092 is projected in Fiscal Year 2016-17. This increase is due to an update for the user
fees. This category is comprised of building permit fees,

Intergovernmental: The Intergovernmental revenue category represents approximately 8.21%
of the General Fund revenues. The main source of intergovernmental revenue are grants and
Fire Service Tax Credit.

Special Assessments: These special taxes are assessed to all real property owners. They are
used for ongoing operation and maintenance of the City’s parks, open space, storm drains,
street lighting along with public safety services. These assessments are anticipated to increase
$89,653 which represents 8.11% of the General Fund revenues.

Franchise and Other Tax: An overall increase of $371,007 from an estimated $2,973,750 in
fiscal year 2015-16 to a projected $3,344,757 for fiscal year 2016-17. Franchise fees are the
amount of fees paid by phone, cable, natural gas, refuse collection, and electricity companies for
use of the public right of way. Other taxes include the City’s Transient Occupancy Tax (TOT)
and Property Transfer Tax. The City collects a 10% tax on the amount of all transient (30 days or
less) lodging rentals. Property Transfer Tax is collected when real estate is transferred (most
commonly, when it is sold).

CHANGES IN REVENUES: OTHER FUNDS

Gas Tax: Gas Tax is estimated to increase $244,134 to a total of $1,509,760 in fiscal year 2016-17
due to the Governor’s proposed additional funds thus increasing the fuel tax. This revenue
source funds the maintenance, rehabilitation, and improvement of public streets.
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TRANSMITTAL MESSAGE (continued)

Measure A: Measure A revenues are expected to increase $123,000 from $1,159,000 in fiscal
year 2015-16 to $1,282,000 in fiscal year 2016-17 due to an estimated increase in sales tax
receipts within the County.

Citywide Lighting, Landscape, and Maintenance District: This special tax is assessed on all
real property. The District was formed to provide a source of funds for the installation, servicing,
maintenance, repair, and operation of street lighting (including traffic signals), landscaping,
street trees, and appurtenant facilities within the District. The special tax is projected to
decrease slightly from the prior fiscal year due to a change in the number of units levied.

Citywide Lighting, Landscape, and Maintenance District No. 1: This special tax is assessed
on all real property. The District was formed to provide a source of funds for the operation,
servicing, maintenance and repair of landscaping, street lighting, public park and recreation
facilities, and appurtenant facilities within the District. The special tax is projected to increase
slightly from the prior fiscal year due to a change in the number of units levied.

EXPENDITURES

Total General Fund expenditures (excluding operating transfers out) are proposed to be
$41,678,025 million in fiscal year 2016-17. This proposed expenditure level results in an
increase of $1,230,622 or 77.09% for projected operating revenues over proposed operating
expenditures in the General Fund. It is important to note that the City of Lake Elsinore has
substantial growth and development capacity, which will increase revenues and offset shortfalls
as growth takes place.

Public safety continues to represent the largest single portion of the General Fund operating
budget at 50.07%. Proposed expenditures for Police, Fire Services and Animal Control total
$20,868,247 (net of an estimated $2,478,981 million fire tax credit). Proposed public safety
expenditure increases total $1,330,064 for fiscal year 2016-17 and includes increased personnel
costs passed through the County and sharing in the costs of the Southwest Communities Animal
Shelter.
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TRANSMITTAL MESSAGE (continued)

2016-17 GOALS AND OBJECTIVES

During the 2013-14 Fiscal Year, the City Council adopted the City’s Vision Statement. The Vision
Statement is used as 1) a tool in the employee hiring/selection process, 2) a guide in conducting
city business, and 3) a statement to the citizens affirming what the city as an organization stands
for, and the level of service they can expect from the city.

Departmental goals and objectives are updated annually and are included in the Operating
Budget section of this document. Goals and objectives are listed by program within each
department. The budget document has been formatted to detail the operational goals,
objectives, and performance measures of each department. Administrative Services staff has
worked with all departments to identify significant accomplishments, as well as to develop
qualitative and quantitative performance measures. The goal of the organization is to establish a
comprehensive reporting system, which will give the public, City Council, and City Staff the
ability to evaluate the level and value of service provided to the community.

The City Council established the following Fiscal Year 2016-17 budget guidelines, or key
initiatives, with fiscal stability and community responsibility as they relate to the City’s Vision
Statement; Public Safety, Recreation, Transportation, Economic Development, Education and
Service:

MAINTAIN A SAFE AND SECURE ENVIRONMENT

o« Working with our regional partners to respond to calls for police services in a
timely manner

e Perform public safety educational programs, maintain neighborhood watches,
and conduct timely traffic investigations

e Encourage community participation in public safety and emergency
preparedness.

e Promote high quality animal control services
o Utilize social media to keep the community informed and involved

e Minimize the impact of life, property, and the environment from natural hazards
and emergency situations
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TRANSMITTAL MESSAGE (continued)

ENCOURAGE PROGRAMS FOR ALL AGES

Promote family oriented program opportunities at the Community Center
Provide signature special events and cultural opportunities
Maintain a safe and family oriented environment

Maintain the natural beauty of the community

PROVIDE INFRASTRUCTURE CONCURRENT WITH DEVELOPMENT

Continue to maintain local roads and streets
Update the five-year Capital Improvement Program (CIP)
Design and construct capital projects within funding the time requirements

Allocate $330,941,336 for city wide circulation, facilities, infrastructure and park
projects

Maintain significant access and available frontage space on the Inland Empire’s
main transportation artery (Interstate 15)

PROVIDE QUALITY JOBS AND PROMOTE COMMERCE

Encourage growth and expansion by providing high quality municipal services,
facilities, and economic assistance

Create a business friendly regulatory environment
Promote a jobs/housing balance

Maintain effective marketing program to promote increasing awareness on
City’s comprehensive, recognizable tourist destination with a range of
attractions

Continue to collaborate with current property owners, business owners,
business alliances and the Chamber of Commerce in promoting the City’s
unique location and opportunities

ACCOUNTING, AUDITING AND FINANCIAL REPORTING POLICY

The City of Lake Elsinore receives an independent audit annually and maintains a solid internal
audit capacity. The City prepare all annual financial reports in strict comlpliane with Generally
Accepted Accounting Procedures (GAAP), as outlined by the Governmental Accounting Stand-
ards Board (GASB). The ity maintains a strong system of internal controls, which has resulted in
an unqualified audit opinion for the past several years.
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PERFORMANCE MEASURES

The budget document has been formatted to detail the short term operational objectives for
completion in fiscal year 2016-17, and the performance measures for evaluating the comple-
tion of those objectives. These objectives were developed in a collaborative process with all
City staff members in order to collaboratively identify where each department can contribute
to the overall long term goals of the City. The objectives were then used by the departments in
order to identify and justify their Annual Operating Budget submittals.

Once the objectives were determined, departments developed qualitative and quantitative
performance measures which will be reported quarterly in order to track the completion of
each of these objectives. The goal is to establish a comprehensive reporting system which will
give the public, City Council, and City staff the ability to evaluate the level and value of ser-
vice provided to the community as well as the status of the City’s progress toward realizing the
Core Values established in QLMP.

The short term objectives are detailed by Department in the Citywide Five Year Goals section
of this budget document. Each Department section also includes the objectives and perfor-
mance measures, along with significant accomplishments, and a detail of the expenditure re-
quests and personnel allocations which will be used to meet the identified objectives.

Transmittal Message (cont’d)

2016-17 AUTHORIZED STAFFING

The City continues to restructure the organization to ensure core staffing, internally and
externally, is in place to meet current and future economic opportunities, while also providing
the highest level of service. The City has established a policy of annually focusing on
reorganizing department structures in an effort to streamline processes and enhance
efficiencies without reducing essential public services to the community. The total staffing for
Fiscal Year 2016-17 is projected to include 85 regular full-time equivalent positions and

47 part-time positions, an increase of 1 full-time and 33 part-time positions from the prior year.
These totals include vacant unfunded positions as well as positions due to promotion. Of the

85 positions, 3 of the positions were upgraded.

Department Position Eliminated Proposed Position

Public Works New Position Office Assistant - Part Time
Public Works New Position Administrative Assistant
City Manager/Finance Director Of Administrative Services Assistant City Manager
Finance New Position Executive Assistant
Engineering New Position Senior Civil Engineer
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Transmittal Message (cont’d)

FIVE-YEAR FORECAST

A five-year forecast is developed as part of the budget process to assist in the long range
planning and policy development. The five-year forecast provides a tool to evaluate the ability
of the City to fund proposed programs, operating costs, and meet the operational
requirements of capital improvement projects in the future.

RESERVE POLICY

The City Council previously identified an objective of developing and maintaining a reserve
in the General Fund for economic uncertainties and contingencies at 17.5%.

LAKE ELSINORE PUBLIC FINANCE AUTHORITY

The Lake Elsinore Public Financing Authority is a joint exercise of powers between the

City of Lake Elsinore and the Lake Elsinore Redevelopment Agency, created by a joint powers
agreement dated July 25, 1989. The purpose of the LEPFA is to provide financing for public
capital improvements for the City and the former Redevelopment Agency. Revenue includes
investment earnings and expenditures are restricted for debt service payments.

LAKE ELSINORE RECREATION AUTHORITY

The Lake Elsinore Recreation Authority is a joint exercise of powers between the City of Lake
Elsinore and the Lake Elsinore Redevelopment Agency created by a joint powers agreement
dated December 1, 1996. The Recreation Authority continues to function without the Agency.
The purpose of the Authority is to provide, through the issuance of revenue bonds, a financing
pool to fund capital improvement projects. These revenue bonds are to be repaid solely from
the revenues of certain public obligations.
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Transmittal Message (cont’d)

SUCCESSOR AGENCY TO THE REDEVELOPEMENT AGENCY
(SARDA)

In June 2011, the Governor of California signed ABx1 26, which dissolved redevelopment
agencies effective February 1, 2012 and provided for the designation of successor agencies to
oversee the completion of previously obligated redevelopment activities. As a result, all assets
of the redevelopment agency were transferred to the Successor Agency of the Redevelopment
Agency on February 1, 2012 and the City Council began serving as the Successor Agency.

CAPITAL IMPROVEMENT

The City’s five-year Capital Improvement Plan (CIP) is presented to the City Council under a
separate cover. This program provides a multi-year plan for capital improvements that is
updated annually to ensure compliance with the program. The impact of capital projects on
maintenance and operating costs were taken into consideration in the development of the
operating budget. Circulation, Infrastructure and Park projects are identified in the CIP
budget with estimated current year project costs totaling $41,752,748.
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Transmittal Message (cont’d)

CONCLUSION

The fiscal year 2016-17 Operating Budget demonstrates the City Council’s continued
investment in public safety and other services as the City moves forward out of the effects of
the recession. The budget was constructed by utilizing a conservative approach in projecting
revenues and corresponding expenditures. However, it does include utilization of fund
balances to provide for core services to the community. This conservative approach is
necessary, as the City must continue to be sensitive to potential changes in the condition of the
State and local economy. If there are any legislative actions that create any adverse impacts to
the City, or if local conditions change that negatively impact the projected revenue stream,
staff will return to the City Council with recommendations to make appropriate adjustments.

I would like to express my appreciation to the City Council for providing the direction and
support which are crucial to the ability of the City to achieve its goals. I would also like to
recognize the contributions of every staff member for not only creating a successful operating
budget, but also contributing to the City’s annual budget process. Their efforts and dedication
indicate the meaning of “team” work, which is reflected in this report and in other documents
resulting from the annual financial management process. Special recognition should go to the
Administrative Services staff for their long hours and dedication to the City and this budget
process. I would also like to recognize our Elected Treasurer, Allen Baldwin, for his dedication
and commitment to the City. His oversight in the budget process is invaluable.

I commend the Mayor, Budget Committee, members of the City Council and Management for
their continued interest, dedication and support in conducting business on behalf of the
Citizens of Lake Elsinore in a responsible and progressive manner while still preserving an
economical quality of the City.

Respectfully Submitted,

Grant Yates

City Manager
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RESOLUTION NO. 2016-064

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF LAKE ELSINORE, CALIFORNIA,
ADOPTING THE FISCAL YEAR 2016-17 ANNUAL OPERATING BUDGET AND ESTABLISHING THE
CONTROLS ON CHANGES IN THE APPROPRIATIONS

WHEREAS, the City Council has a policy of adopting an annual operating budget to plan
expenditures and to match anticipated revenues available in various City accounts in order to
make the most efficient use of the City's limited resources for each fiscal year; and,

WHEREAS, the City of Lake Elsinore Municipal Code Section 3.04.010 defines the fiscal year
for the City of Lake Elsinore as extending from July lst of each year to and including June 30th of
the following year.

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF LAKE ELSINORE DOES
HEREBY RESOLVE, DETERMINE AND ORDER AS FOLLOWS:

SECTION 1. The City of Lake Elsinore Annual Operating Budget is hereby approved and
adopted for the 2016-17 FY as attached per Exhibit A to this resolution.

SECTION 2. A copy of the City of Lake Elsinore Operating Budget is hereby adopted and
certified by the City Clerk and shall be filed with the City Manager or a designated
representative, and a further copy so certified shall be placed and shall remain on file in
the Office of the City Clerk where it shall be available for inspection. Copies of the
certified budgets shall be made available for the use of departments, offices and agencies
of the City.

SECTION 3. That the following controls are hereby placed on the use and transfer of
budget appropriations:

A. No expenditure of funds shall be made unless there is an unencumbered
appropriation available to cover the expenditure.

B. The Department Director may prepare a transfer of appropriations within
departmental budget accounts, with the approval of the City Manager.

C. The City Council must authorize transfers (appropriations) of funds from the
Unreserved Fund Balance and transfers between departmental budget accounts.
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D. The City Council must authorize any changes to the Schedule of Authorized
Positions. The City Manager may authorize the hiring of temporary or part-time staff
as necessary within the limits imposed by the controls listed above.

E. The City Manager may approve change orders on Public Works contracts
approved by the City Council in amounts up to project contingency established by
the City Council.

F. Outstanding encumbrances shown on the City books on June 30, 2016, that are
approved by the City Manager, are hereby appropriated for such contracts or
obligations for FY 2016-17.

G. The City of Lake Elsinore Annual Operating Budget is hereby approved and
amended for the FY 2016-17. See attached Exhibit A to this resolution.

SECTION 4. This Resolution shall take effect from and after the date of its passage and
adoption.
PASSED AND ADOPTED at a meeting of the City Council of the City of Lake Elsinore,
California, on the 31st day of May, 2016.

AYES:

NOES:

ABSENT: Council Member Manos

Council Members Hickman and Johnson, Mayor Pro Tem Magee,
and Mayor Tisdale
None

ABSTAIN: None Brian Tisdale, Mayor

ATTEST:

City of Lake Elsinore

Susan Domen,

City Clerk

City of Lake Elsinore

APPROVED AS TO FORM:

Barbara Zeid Leibold, City Attorney

City of Lake Elsinore
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I, Susan M. Domen, MMC, City Clerk of the City of Lake Elsinore, California, do hereby certify
that Resolution No. 2016-064 was adopted by the City Council of the City of Lake Elsinore,
California, at the meeting of May 31, 2016, and that the same was adopted by the following

vote:
AYES: Council Members Hickman and Johnson, Mayor Pro Tem Magee,
and Mayor Tisdale
NOES: None

ABSENT: Council Member Manos
ABSTAIN: None

Susan Domen, CMC
City Clerk
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VALUE STATEMENT
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