CITY OF
v
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City Council

Staff Report
TO: Honorable Mayor and City Council
FROM: John Jansons, City Manager
DATE: April 25, 2016

SUBJECT: Quarterly Financial Report: 3" Quarter Fiscal Year 15/16

RECOMMENDED ACTION:

1) That the City Council hear a brief presentation from Director of Finance on the Quarterly
Financial Report encompassing the period January 1, 2016 through March 31, 2016.

2) Receive and file quarterly report (third quarter FY 15/16).

BACKGROUND / DISCUSSION:
Oral presentation by Director of Finance, Mr. Steve Huntley.

COORDINATION AND REVIEW:
The report and presentation has been coordinated with the City Manager.

FISCAL IMPACT:
None

CONCLUSION:

1) That the City Council hear a brief presentation from Director of Finance on the Quarterly
Financial Report encompassing the period January 1, 2016 through March 31, 2016.

2) Receive and file Quarterly Report (third quarter FY 15/16).

Prepared By: Approved By:
Stev& Huntley \ /JohnJansons

Director of Finance City Manager
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CITY OF FARMERSVILLE
FINANCE DEPARTMENT
APRIL 25,2016

BUDGET UPDATE
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The Finance Department is in full swing with budget preparations for FY 2016/2017 by meeting
with department heads and reviewing current year trends. Now that we are more than 75% of the
way through this fiscal year we can start looking back to examine just how things are working out:

REVENUE UPDATE: Major Revenue sources are coming together as we near the end of the fiscal
year. The major revenue source status are as follows:

Property tax has received its first major payments at the end of December and the next payment
isn’'t due until May. However, the revenue that arrived in December trended higher than last year
by about 1.5%. This could be explained away easily by one time changes in the tax law but it could
also be a good early indicator. We will keep monitoring it as payments come in.

Sales tax is always paid about two months behind the month in which it was incurred. So far these
payments are looking weaker than they did originally earlier this year. However, they have
typically trended this way at this time of the year. While Sales Tax has recently trended down over
20% from this time last year, we know that the State is correcting for an over allocation of Sales
Tax to us from last year, so we will just trend lower overall this year to make up for it. There is still
some evidence that this may be a combination of one-time struggles (potentially tax payment lag
associated with new business, potential slowing of other businesses) with longer trends issues
(falling gas prices). Service Station sales accounts for a significant piece of our revenue and since
their income is down 12% for the year, mostly due to depressed gas prices (down 35% from
2014), we can expect this to impact Sales Tax revenues going forward but we are not sure how
much or for how long yet. We will continue to make sure that we understand everything we can as
far as these revenue trends as we near the planning for next year.

Vehicle License Fees: The first of two payments came through in late December about 8% higher
than budgeted. The budget has now been adjusted and this reflects several years in a row of
significant growth for this category.

EXPENDITURE UPDATE: So far most expenses are tracking with the budget set for the year with a
few exceptions in supplies and repairs in the Police Department, and some one-time expenses for
equipment in the Fire Department, all within the general fund. These aren’t unexpected and are
largely unavoidable or have one-time revenue offsets so there is limited to no impact on the
General Fund. Several of the grant funded projects are lagging but they have minimal real impact
since they are funded by outside sources of funds. '
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job growth was about flat with a 5% growth nationally but this was expected and is still positive
momentum. Unemployment stayed just ‘%%zf}aiiii el at 5.0% national Hy, but returned back up to
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6.3% in California, and Tulare County held steady at about 11. S%‘f;z.
Consumer confidence remains positive with the core CPI ({ onsumer Price Index less food and
energy]) ;z‘zcﬁeaﬂng about 2.3% and the core % CE {?us onal Consumption Expenditures less food
and energy) increasing ahuw: 1%. This means that the economy continues to grow but inflation
still below m.)z*méi 'Ehﬁ, rﬂwmi Open Market {J@f‘ mittee increased the fed funds target rate in
December to 0.25%-0.50% resulting in limited it ag s to national markets. There are now only
two future rate increases anticipated for the ;Lst 016 {previously anticipated four].
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The global oil glut persists even though there is a seasonal short term spike in gas prices coming
but this is expected to fall again slowly over the summer and then return to price levels similar to
early 2016 {about $2.10 per gallon nationally). While there was some speculation as to OPEC
striking a deal with non-OPEC oil producing countries to reduce crude oil output, this has officially
fallen apart will continue. Saudi Arabia and Russia recently agreed to tentatively slow production,
it requires agreement from Iran too, who is refusing. Gas ;m‘éc s will likely remain low when
compared to this time over the last few years given this stalemate.

So what does this mean for the City? Economic trends continue to be decent - corporate
balance sheets are stable and economic growth is slow but steady. However, everythingon a
national scale doesn’t necessarily translate to Farmersville. Revenues here are continuing to flow
in but these do not come in evenly so it is hard to determine exactly where we will end up.

Generally, our expectation is that we will arrive at or a few percentage points under budgeted
revenue amounts (mostly because of Sales Tax issues}. The lower gas prices will likely be with us
for a quite some time and could have some long-lasting impacts depending upon varying factors.
Sales Tax income does appear to be lagging from lower gas prices thus far but may be marginally
offset by other spending elsewhere. The only revision made at mid-year for revenues was
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