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BACKGROUND

1. December 2015 - City Council approved the move to
a two-year budget in the context of a five-year plan.

2. September 2017 - staff began planning for the FY 2018-
2020 Two-Year Budget and FY 2018-2023 Five-Year Plan.

3. June 2018 — adoption of the Citywide FY 2018-2020
Two-Year Budget and General Fund FY 2018-2023 Five-
Year Plan are anticipated.
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PLANNING PROCESS

FY 2018-2023 FIVE-YEAR FINANCIAL PLAN
with key challenges and solutions identified and linked to Riverside
2.1 Strategic Plan and Five-Year Capital Improvement Plan
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» Financial decisions are
made in the context of the

FY 2018-2020
Two-Year Budget

YEAR 1
FY 18-19
Two-Year

Budget

YEAR 2
FY 19-20
Two-Year

Budget

Focus on detailed Mid-Cycle
budget review to
development for incorporate
two-years with five- updates to
year financial Riverside 2.1 and
forecasts. refinements to
Incorporate Five-Year
Riverside 2.1. Financial Plan.

YEAR 5
FY 22-23
Two-Year

Budget

|

Updated Annually

Five-Year Financial Plan.

» Comprehensive vetting
by Budget Engagement
Commission, applicable
citywide Board and
Commissions, City Council
and the Riverside
Community.

» Quarterly revenue,
expenditure, debt and
investment reviews are
conducted.

RiversideCA.gov

FY 2018-2020 BUDGET THEMES

Promises Made,
Promises Kept

With the adoption of the Five-Year
Measure Z Spending Plan in May
2016, the City made financial and
operational promises to the
Riverside community. Staff is
committed to building on the
financial successes of FY 2016-2018
by preserving services and finding
additional efficiencies to ensure
the City's continued financial
success and achievement of its
Riverside 2.1 strategic initiatives.

N

Financial Accuracy

Executive
management sees a
comprehensive data

collection and

analyzation effort to

achieve accurate
financial targets and
projections as a core
tenet, essential for the

City's future fiscal

foundation.

FY 2018-2020 KEY BUDGETARY THEMES

Financial responsibility
requires
acknowledging and
fully disclosing the
City's critical funding
requirements, including
unfunded needs.
Fiscal discipline
demands City
Departments operate
within their budget.
Management action
calls for timely
recommendation to
City Council to address
any financial issues
confronting the City.

Maintaining
Essential Services
and Infrastructure

In concert with the
Responsible Spending
Vision Pledge (Oct.
2016), the City will find
ways to address the
challenges in funding
its existing programs
and services, and
identifying revenues for
the critical needs that
have been unfunded
for years, including
repair, maintenance
and replacement of
our buildings, roads
and sidewalks,
streetlights, and fleet
including first
responder vehicles.

Transparent &
Participatory
Process

Through creation of the
Budget Engagement
Commission (BEC), the
City committed to a
public vetting of its
finances. The two-year
budget process
includes many
opportunities for the
Riverside community to
contribute, including
City Council, BEC, and
ward-specific
meetings. Additionally,
reader-friendly budget
publications will be
made available.
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STRONG FOUNDATION

STRONG

FINANCIAL » General obligation
FOUNDATION

bond rating increased
from A+ to AA- Dby S&P
» Measure Z

FY 20162018 budget > FY 2017-2018 projected

reductions

Budget Engagement General Fund reserve of
commission more than 20%

Two-year budget and
five-year plan

ﬁ 5

RIVERSIDE RiversideCA.gov

BOTTOM LINE
 Flattening of Revenues

o Annualized growth rate in core revenue sources contfinuing to slow ; 1.5% -
2% as compared to 7% from FY 2013-14 to FY 2014-15

« Measure Z Contribution

o In FY 2017-18, $20.5M to General Fund. Staff anticipates contributions of
$13.2M in FY 2018-19 and $18.3M in FY 2019-20

Personnel Costs

o More than 80% of total expenditures, consistent with other full-service cities
o Increasing CalPERS costs

* Managed Savings

o Implementing permanent reductions will eliminate the maijority of projected
shortfalls in the FY 2018-2020 Two-Year Budget

» General Fund Subsidies
o Street Lighting Assessment District, crossing guard contract, and others

ﬁ 6
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BASELINE ASSUMPTIONS - REVENUES

» Sales Tax

© SlOWIng' 2% FY 20] 8_] 9’ Growth Trend of Primary Revenue Sources
1.5% FY 2019-20

* Property Tax
o Growing; 3.7% per year
projected for FY 2018-20

 Utility User Tax

o Flat since FY 2012-13
« General Fund Transfer I I I
o Measure Z I I I I

o Electric & water
o Other Revenues P nmin moms wosu mmes nmsis noer oee wose nsem e moin roes

[Actuds)  (Actalsl  (Achials]  (Actudk)  (Actvals]  (Achuds] s} (Projecied) [Projected) (Projected) (Projected)  [Projected)
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HOW DOES RIVERSIDE COMPARE?

General Fund Revenue Recovery During Recent Recessions . Riverside revenue

1990 Recession (%) @ 2001 Recession %) @ 2007 Recession (%) recovery at just 97.3% of
1005 pre-recession levels, in

line with other cities

» Confinued economic
Rivaride uncertainty

+ Slowing revenues in
post-recession period

102%

100

“The drastic economic and technological changes

occurring in the most recent recovery period, as well over

the past 30 years, point to the imperative to re-examine

the field’s conventional thinking about the ability of city

finances to buffer against economic downturns and to

YearO Year! Year2 Year3 Year4 Year5 Year6 Year7 Year8 YearQ Year 10 Year 1l capture revenue growth during periods of economic
Years since start of recession (BUDGETED) expansion.”

- National League of Cities 2017 “City Fiscal Conditions”
ri - National League of Cities 2017 “City Fiscal Conditions” 8

A

RIVERSIDE RiversideCA.gov




1/4/2018

BASELINE ASSUMPTIONS - EXPENDITURES

« Personnel « Charges and Transfers
o Partnership Compensation o New Cost Allocation Plan
Model . Subsidies
o CalPERS

FY 18-19 NON-PERSONNEL

 Non-Personnel
o Increases based on
historical CPI
» Debt Service

o FY 2016-17 BAN refinancing
reduced General Fund debt

iy
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PERSONNEL COSTS
+ 7% annual increase in Frojected Trend o Pesonnel ot
Personnel costs per year =« m

Fiscal Years 2018-2023

» CalPERS largest cost
driver, outpacing salaries -

CalPERS - Millions

« Partnership
Compensation Model
ties pay raises for most

represen’red em ployees (k) (scwal)  (rocted)  (rcled)  (rojscied)  (rojsuied)  [(roried)  [(Proocted)

-I-O C O re re v e n U e S o U rc es —— Sclories Other CalPERS = = =Llineaor (Salaries) = = =Llinear (CalPERS)
& .
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PERSONNEL COSTS

FY 2018-19 PERSONNEL FY 2018-19 PERSONNEL BY DEPARTMENT

CalPERS

22% Internal Service

Departmentz
$32.35

Medical & Other
Insurance
1%

Salaries
60%

Cemmunity
Development
$12.67

Police
_Leave Payoffs $92.0 Parks, Recreation &
1% Comm Svcs
$9.98
. Other Library
1% $5.41
Muzeum
$1.45
Business Tax
s.81
iy .

RIVERSIDE RiversideCA.gov

NON-PERSONNEL COSTS

« Lower than prior years
o Cost savings efforts . Non-Personnel Costs
o Staff recommends !

permanent implementation
of costs reductions achieved $60
|n prior years Through
“managed savings'’ 355 H

o Increase from FY 2017-18
Ior eIP/ due to contributions
Insurance Fund

Millions

0

~

. D|scre’r|onory VS. non- 4o R 8

discretionary 3
. . . $40
© ReVIeW eXIShng ConfrOCfs 2015-16 2016-17 2017-18 2018-19 201920

(Actuals) (Actuals) (Projected) (Projected) (Projected)
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OTHER EXPENDITURES

Special Projects

o 3% - approximately $8 million per year
Minor Capital

o <1% - approximately $2 million per year
Equipment

o <1% - $400,000 per year
Debt

o $24.4 million in FY 2018-19

o $23.2 million in FY 2019-20

FY 2018-19 DEBT COSTS

@ 13
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CHARGES AND TRANSFERS
Charges To/From Transfers
« Cost Allocation Plan (CAP)

revamped » Special Districts

of allocation bases . Entertainment Funds
o General Fund restructuring ' U

o Some direct charges moved to o Convention Center, Municipal
CAP Auditorium, Fox, etc.
« Change to General Fund o Have traditionally required
o FY 2018-19 $7 million additional General Fund subsidies when
allocations to others revenues fall short of operating
o FY 2019-20 $462K additional expenditures

allocations to others (in line with
cost increases)

@ 14
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GENERAL FUND SUBSIDIES

+ Contractual Agreements
— Crossing guards for school districts General Fund subsidies
— RCC Pool Maintenance total more than $5 million annually

+ Economic Development
— Developer Agreements

+ Charter Requirement

Developer
iee] A t
— Commission support ey N
« Special Assessment Districts . e
— Business Improvement, Landscape e < $300,000
« Community Support \Landscape
— Art Organizations Districts
— Janet Goekse Center it
» Special Events
— Festival of Lights
ri} 15
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GENERAL FUND RESERVE

+ September 6, 2016 adoption of
General Fund Reserve Policy 25008
o 15% minimum reserve level %ﬂ&

. . 20.00%
o 20% aspirational goal 070 W%
17.80%

General Fund Reserve Projections
23.20%

+ Staff recommends balanced FY 1800
2018-20 Two-Year Budget,
designed to maintain the

10.00%

aspirational 20% reserve goal for 2008
both FY 2018-19 and 2019-20. —omsstanced suger Py 203 20
+ If we do nothing —::M:.
o FY 2018-19 & 2019-20 will 0 aspratond (z0%)
maintain reserve levels above
the policy requirement of 15% . p— vt 2020 vt 2021 v 2022 vt 2025
o Reserves will be depleted in FY
2022-23
E3 16
A
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MEASURE Z BASELINE

* May 16, 2017 - City Council approval of Five-Year Spending Plan
o Estimated Revenues of $51.5 million
o Estimated Expenditures of $47.2 million

+ Updated Plan incorporates Council Action taken since initial adoption
» Revenue projection remains unchanged

+ Funding for existing Spending Items extended through FY 2022-23,
pending input from the Budget Engagement Commission and Council
direction throughout the budget preparation period.

— Staffing levels remain unchanged
— Personnel increases (Partnership Compensation Model, CalPERS) are included

* Projected reserves of $14.3M FY 2018-19 and 11.2M FY 2019-20

RIVERSIDE RiversideCA.gov

MEASURE Z BASELINE

Measure Z Updated 5-Year Spending Plan - Baseline Budget
Spending Category FY 18-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 5-Year Projection
Financial Discipline/Responsibili 5,173,554 2,674,489 1,674,489 1,674,478 1,673,062
Public safety 14,369,254 18,473,439 21,448,855 22,676,696 23,240,317
Critical Operating Needs 15,438,873 20,474,939 12,452,285 12,814,864 13,187,480
Facility Capital Needs 3,954,500 7,751,500 9,583,925 11,034,438 11,034,440

4,284,500 4,304,975 4,326,474 4,349,047 4,372,750

2,000,000 2,000,000 2,000,000 1,000,000 1,000,000

45,220,681 55,679,302 51,487,028 53,549,523 54,508,049

Projected Revenue 52,072,570 52,593,296 53,119,229 53,650,421 54,186,925
Net Revenue/Expenditures 6,851,889 (3,086,096) 1,632,201 100,898 (321,124)

Projected Reserves’ 14,334,296 11,248,200 12,880,401 12,981,299 12,660,175 12,660,175

* Inciudes June 20, 1028 Projected reserves of 57,482,407

* Financial Discipline «  Facility Capital Needs
o ﬁ\legehr/\vee?sure Z support requested for General Fund o Incorporotgd (;ounoil ctc;ﬁon related
o Staff recommendsincluding a $1 million fo New Main Library, Police
Contingency for each of FY 2018-19 and FY 2019-20 Headquarters, and Museum

. Refurbishment projects
* Public Safety prol

o Debt service updated to actual +  Quality of Life - no change
+ Critical Operating Needs + Technology
—~ o ETJnding GAP per General Fund Five-Year Financial o Extended through FY 2022-23 18
/A =
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BUDGET TIMELINE

« January: Baseline budget projections presented to City Council
and the Budget Engagement Commission

* February: Community Budget Workshops

« March: Five-Year Plans for Electric, Water & Sewer presented to
City Council and the Budget Engagement Commission

* May: Proposed FY 2016-2018 Biennial Budget presented to City
Councilin May

« June: Final budget, submitted for City Council adoption
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RECOMMENDATION

That the City Council receive and provide input on
the baseline FY 2018-2020 Two-Year Budget, baseline
FY 2018-2023 Five-Year Plan for the General Fund and
Measure Z, and Budget Development Schedule.
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