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Staff Report

TO: Farmersville City Council

FROM: Steven Huntley, Finance Director
THROUGH: John Jansons, City Manage,r//}/r
DATE: November 28, 2016

SUBJECT: Financial Update on 1%t Quarter of Fiscal Year

RECOMMENDED ACTION:
That the City Council hear a presentation by Staff regarding the City’s financial status following
the close of 18t Quarter of Fiscal Year 2016-2017, with possible direction to Staff.

BACKGROUND and DISCUSSION:

City Administration has implemented a quarterly budget review and financial status update and
“check-in" with the City Council as a way to better manage and monitor the current year budget
and identify any trends, whether positive or of concern, and consider appropriate action.

Presentation of this report fulfills the City Council’s direction and provides for accountability,
education and transparency.

COORDINATION & REVIEW:
The 1%t Quarter Financial Update has been coordinated and reviewed with all Departments and
approved by the City Manager.

FISCAL IMPACT:
There is no fiscal impact in the City Council receiving a presentation on financial status.

CONCLUSION:
That the City Council hear a presentation by Staff regarding the City’s financial status following
the close of 1st Quarter of Fiscal Year 2016-2017, with possible direction to Staff.

ATTACHMENT(S): 1st Quarter Fiscal Year 2016-2017 Financial Update.

Submitted By: Approved By:

£ 5ot S

Steven Huntley, Finance Director %h/n Jénsons, City Manager




Attachment 1

CITY OF FARMERSVILLE
FINANCE DEPARTMENT
NOVEMBER 28,2016

CITY FINANCIAL UPDATE: FY 2017 — FIRST QUARTER

BUDGET UPDATE

This report serves as the financial update for the City July 1, through September 30, 2016. The
year is now 25% complete. Although 9 more months remain, a first quarter “snap shot” may be a
good indicator for the direction of revenues and expenses for the year:

REVENUE UPDATE:

Property tax ended last year strong, and our budget for this year conservatively left expectations
flat but with the possibility to adjust during our mid-year review should things change. This
revenue is mostly paid out mid-year and in May. No significant revenue has been received yet.

Sales tax is always paid about two months behind the month in which it was incurred. So the
payments received in July and August were accrued back to Fiscal Year 2016. Historically, those
payments have been some of the strongest and this year was no different. However, Sales Tax as a
category finished below expectations and so the budget for FY 2017 was adjusted to match. We
will have more information on progress in this area next quarter.

Vehicle License Fees: The two payments for this revenue source are expected in December and
then May. So far, no information from the State on how this may change. Currently, the City has
budgeted for this revenue to match the amount received last year. The State expects good vehicle
sales, especially with trucks, to have a positive impact on this revenue stream. Historically, this has
been increasing at about 8% each year over the last several years.

Additionally, some of the revenue anticipated for last year arrived late, which was out of our
control, and is not eligible to be accrued back to FY 2016. So, the good news is that the general
fund received the funding but it just won’t be reflected in the originally anticipated year.

EXPENDITURE UPDATE:

Information regarding expenditures are premature at this early point in the year (25% complete).
However, there are a few budget lines that stand out when all other lines are pretty true to the
adopted spending plan so far:

1. City Council - Travel / Training & Development: budget is 81% spent (budget is $5,000)

2. City Properties - Operating Supplies: budget is 64% spent (budget is $500)



3. Police Department - Overtime: budget is 43% spent (budget is $50,000)
4. Police Department - Office Supplies: budget is 47% spent (budget is $3,000)
5. Fire Department - Office Supplies: budget is 53% spent (budget is $500)

6. Fire Department - Operating Supplies: budget is 39% spent (budget is $6,800)

Many of the budget lines are small dollar amounts and so a few purchases at the beginning of the
year can cause the budget to be nearly depleted for the year but average out over time.

In the case of the City Council expenses, much of this is related to travel expense to Minnesota for
the APWA award ceremony and it was not paid until this year. City Councilmembers are also
traveling and attending more events than in past years which will stretch this budget line more so
than in the past. Finance staff anticipates needing to adjust this budget line to align more closely
with actual spending.

The other large and early expense worth looking into was in Police Overtime - this expense is
ongoing every pay period but most of the expense was incurred in the pay period ending 7 /13
($5,209.31) and 9/21 ($6,160.99). At mid-year, staff will need to increase this budget line again
this year as $50,000 is not an accurate spending expectation for the year.

ECONOMIC UPDATE

Job growth remains unpredictable but favorable for the most part. Unemployment (compared to
last quarter) rose slightly to 5.0% nationally, 6.3% in California, and 11.5% in Tulare County.

Consumer confidence has changed little and inflation is still within normal rates and so the Fed did
not raise rates although they may still do so by December 2016.

Housing starts are still growing nationally and existing home sales were up 1.8% but new home
sales declined. Experts agree that the real estate market trend remains positive but growth will be
slower than originally anticipated.

Gasoline prices have decreased slightly over the last quarter, which is in line with forecasting and
seasonal adjustments. Fresno area averages are now about $2.75/gallon down from $2.90 a gallon
in June.
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So what does this mean for the City?

The economy is still in a slow growth period but many of the security futures markets seem to be
stalling or showing signs of weakness based upon certain economic indicators. We should plan
our growth to match.

Unemployment still remains high within Tulare County but the nation over all is looking stronger
with each jobs report. Now that we are headed out of the growing season, unemployment may
continue to increase for the area and could have an impact on our residents.

Gas prices continue to be an issue for City revenue. Gas prices are still on par with prices in 2009.
As long as domestic production stays high and OPEC continues to price out competitors, prices will
remain at similar lows effecting Farmersville likely for some time.

NOTEWORTHY NEWS & FUTURE OUTLOOK

There are couple significant news items for the Finance Department:

1. Fiscal Year 2016 Audit is in process. This is the process by which we are rated on our
ability to properly account for all the activity of the year and produce our various financial
statements to communicate the results. We anticipate another successful year with a good
opinion from our auditors but the final results won'’t be available until December.

Quarterly Reporting through 9/30/16 and other grant reports were completed on time. We
are near the end of the Roundabout and Sports Park projects but we still have
reimbursements pending but should be wrapped up this year. We have approximately
$1.3 million in expense still to be reimbursed from these projects. We have also started the
reimbursement requests for our Water/Energy grant with the State but since this project is
new the dollar amount outstanding is much less.



