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www.cl.greenfield.ca.us

Annual Budget for Fiscal Year 2011-2012

June 14, 2011

Honorable Mayor John Huerta Jr.
and Members of the City Council

INTRODUCTION

It is my duty and obligation to ptesent to the City Council the annual budget
for fiscal year 2011-2012. Itis the opinion of staff that the budget as presented
will permit the City of Greenfield to deliver the most ctitical services to our
community given the severe reductions in revenue. Staff will implement the
provision of these services under the policy guidance of the City Council.

State Budget

As usual, the State Legislature has yet to balance the budget and close the
existing $9.6 billion shortfall. Despite receiving authority to pass the budget
with a majority approval with passage of Proposition 25 in November, the
main issue remains the desire of the Governor and State Democrats to call for
an election to extend existing taxes that are set to expire on June 30.
Republicans have to date refused to offer votes to achieve the 2/3™ threshold
required to allow for this election.

The chronic 1ssues at the State level will continue to have significant
ramifications on local finances. Despite the passage of Proposition 22, which
seeks to protect local funds from state seizure or borrowing, the Governor has
proposed the elimination of Redevelopment Agencies throughout the State.
While it is unknown what the final result of this plan will be, the City continues
to work cautiously to protect existing revenues and be responsive to any
changes that may come forward.

There are also numerous proposals that would transfer state services to
counties or local jurisdictions, or proposals that would grant local agencies
taxing authority. Staff will continue to monitor these developments.

Whene Fiotonic EL Camine Real Meets Wonterey Wine Country
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The Situation in Greenfield

Our community suffers from a number of the same problems curtrently affecting
many communities, especially those in the Salinas Valley. The principal problem
affecting all local economies and local revenues is the continued problem of mortgage
toreclosures due to the issuance of subprime loans. The resulting dectease in assessed
valuation has had severe impacts on property tax revenues.

The impact upon the Redevelopment Agency comes as no sutprise. The decline in
property tax increment revenue collections was expected and last fiscal yeat’s
Agency’s budget was adjusted accordingly. However, the reduction was not sufficient
to address an even greater decline in revenues then was projected. Therefore, the
decline in tax increment revenues will result in a situation wherein the Agency debt
service for the upcoming year will exceed total revenue. Therefore, despite the
elimination of virtually all redevelopment programs, the Agency will continue to
operate at a deficit. Looking long term, unless actions are taken to reduce debt
service, the Agency will be unable to meet debt service obligations and run out of
operating reserves by fiscal year 2014. To remedy this situation, the Agency is
attempting to redeem $8 million of the 2006 Tax Increment Bonds. If successful, the
Agency’s annual debt service obligation would be reduced by approximately $500,000.
To date, the Agency has redeemed over $3 million in bonds.

In order to stretch available reserves to cover shortfalls in the Redevelopment Agency
budget due to the debt service payment, staff is proposing the elimination and
reduction in programs and program expenditures. Once the situation improves that
revenues exceed debt service expenditures, the Agency may restore such programs as
need exists.

In spite of wise policy direction from the City Council in past years, the decline in
assessed valuation has significantly impacted the City’s General Fund propetty tax
collections in the form of motor vehicle license fee revenues. The State’s reduction in
the free rate for motor vehicle licensing is back filled to local governments from
property taxes. From the peak in fiscal year 2008 to fiscal year 2011, motor vehicle
license property taxes have decline by nearly $600,000. Other revenues including sales
taxes and planning/building fees are also impacted by the recession caused by the
housing market.

As indicated in previous budget messages submitted by the previous City Manager,
the City must never allow itself to evolve into a situation where it has structural

ii
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spending flaws. A structural deficit results when ongoing expenditure obligations
exceed annual revenues.

In order to address the deficit arising out of the significant decline in municipal
revenues, the adopted budget contains specific line item reductions and total solutions
totaling $900,000 due to expected unavoidable cost increases in numerous categoties.
This amount 1s dependent upon a continuation of the 5% employee concessions
negotiated with the bargaining units last year. Additionally, the City is meeting with all
the bargaining units to negotiate wage and/or benefit concessions in order to further
reduce the projected operating deficit. The results of these negotiations were not
completed prior to the adoption of the operating budget or preparation of this
memorandum.

Last year, the goal was to reduce the projected deficit to a level of $150,000 to
$200,000 and use General Fund reserves to fill the revenue the gap. Unfortunately,
due to increased expenditures and decreased revenues, it is anticipated that the final
numbers for the FY 10-11 year will result in deficit spending of over $500,000. Given
that the City has dipped into its reserves frequently over the past few years, it is
projected that the city will only have approximately $500,000 in General Fund cash
reserves available next fiscal year. Therefore it 1s imperative that the City Council
adopt a realistic budget that addresses the structural issues and responds to current
needs. The current proposal, if adopted, would produce a budget with a projected
deficit of $28,500. Any additional concessions would balance the budget and provide
a small buffer for inevitable increases in certain line items.

BUDGET SUMMARY

As stated previously, the City has expetienced an unprecedented decline in certain
revenues. Balancing the budget has become a formidable task that will require
unprecedented shifts in the way the City of Greenfield conducts its business.

Revenues

The following chart depicts the projected revenues for the fiscal year 2010-11 as
compared to fiscal year 2011-2012. It is important to note that in this year, monies
collected in behalf of T1i-Cities for refuse collection and passed through have been
eliminated as soutces of revenues, and will not be counted in the future as
expenditures. Projections for all fund types are listed.

iii
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PROJECTED REVENUE COMPARISION

FY 2010-11

General Fund $ 5,276,500
» Special Revenue 1,044,500
: Capital Project 219,700
Enterprise 1,953,900
Redevelopment 2,556,400
$11,051,000

FY 2011-12 Inc/(Dec)

$ 3,652,600 (1,623,900)
822,400 (222,100)

0 (219,000)

1,609,100 (344,800)
1,969,500 (586.,900)
$8,053,600 $(2,996,700)

The following graphic depicts major soutces of revenue that finance
General Fund activities. As the General Fund is the soutce for funding
critical services such as public safety, community development and
general administrative services, it is an important component of the

service delivery system.

GENERAL FUND
MAJOR REVENUE SOURCES

Budgeted Projected Estimated

2010-11 2010-11 20141-12

Motor Vehicle Fee (prop.tax) $ 1,280,000 1,099,900 1,121,900
Sales Tax (non-triple flip) 546,000 562,400 579,300
Property Taxes 386,200 301,200 312,800
Utility User Tax 306,900 304,800 310,000
Building Permits 40,000 20,000 25,000

The decline in assessed valuations has had a major impact on the City’s largest
revenue, motor vehicle licenses since neatly all motor license fee revenues are now
derived from property taxes. As is evident in this housing market, there is an
overabundance of foreclosed properties that has caused developers to scale back theit
construction of new homes. As such, there have been far fewer building permits

1ssued than in past years.

Expenditures

The following graphic depicts the budgeted expenditures for ﬁscal year 2010 as

compared to 2011.

iv
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EXPENDITURE COMPARISON
Budgeted Budgeted

FY 2009-10 FY 2010-11 Inc/(Dec)
General Fund $ 5,579,100 $ 3,681,100 . (1,898,000)
Special Revenue 1,138,200 972,400 ( 165,800)
Capital Projects - - - -
Enterprise 2,002,500 2,302,700 300,200
Redevelopment 2,516,700 2,274 900 (241.800)
$11,236,500 $9,231,100 $ (2,005,400)

The decrease in the General Fund budget is due to two things mostly; fitstly the
change in removing refuse collections and expenditures; and two, over $900,000 in
line item expenditure cuts were imposed. More cuts may occur as negotiations with
the various bargaining units are completed. In order to minimize layoffs, a number of
employees have been shifted to perform work in the Enterprise funds, and the
increase in projected expenditures is reflected. The Capital Projects Fund is not
shown herein since the Capital Improvement Projects Budget has not yet been
finalized. The decline in Redevelopment appropriations is due to the fact that
programs are being eliminated in order to reserve funds to pay debt setvice costs.

Reserves

The funding and replenishment of a reserve fund is a necessary component of every
healthy municipal budget. Normally in down economic times, the use of resetves is
often a more palatable choice than service and/or employee reductions to make up
the entire operating deficit. However, given the shatp decline in cash reserves on
hand, using reserves to balance the budget is not a viable option. The following is a
comparison of actual reserves (rounded) for fiscal year ending 6/30/10 and
projections for the fiscal year ending 6/30/11 except in the case of Entetrprise Funds;
the amount represents “Unrestricted Net Assets”. For the General Fund, the
amounts represent the worst-case scenario wherein all appropriations will be spent.
In actually practice 1t rarely occurs.

hfd
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PROJECTED RESERVES
Actual Projected Projected
6/30/10 6/30/11 6/30/12
General Fund $ 41,551,400 1,504,600 1,476,100
Special Revenue 1,568,300 1,242,500 1,092,500
Capital Projects 26,316,800 15,769,300 6,814,000
Enterprise 3,472,200 3,083,100 2,469,800

The General Fund cash reserves are precatiously low and need to be built up over
time in order to provide relief in difficult economic times, like those experienced
recently. It is also important that monies be available to respond to an emergency
situation. The sale of the old Police Department and City Hall facilities to the
Redevelopment Agency will assist in building the reserve, but should not be seen as a
solution to continue deficit spending.

PROGRAM ACTIVITY

A number of program changes have occurred over the past year. With the
adjustments and budget cuts proposed, significant changes will occut to a number of
departments.

Community Development Department

The Community Development Department is facing a significant change and
reduction as the planning and building activity in Greenfield has significantly dropped
due to the housing bust: In order to address the severe reductions in revenue, severe
reductions in service are planned. It is proposed that the Building/Planning front
counter only be open two hours a day. The Building Inspector will be moved: to
spend a majority of his time in the Public Works Department, where he has past
experience as a foreman. The Permit Clerk will be assisting the Finance depattment
and Sewer and Water Department a majority of the time. At the present time, the
Community Development Director position is held by the Interim City Manager,
resulting in a short-term cost savings to the City. The City has contracted with EMC
Planning in Monterey to provide on-call planning services on an as-needed basis.

This will be driven by demand at applicant’s costs, therefore consetving General Fund
dollars. Additionally, cuts have been made to contractual services and plan check
services. In short, the Community Development Department will serve a very limited
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function, which is based on the economic reality. At the time when building activity
warrants increased levels of service, additional staff houts may be considered. On a
positive note, over the next year the department will be actively involved in the
Walnut Avenue Regional Shopping Center Specific Plan and Environmental Impact
Report being prepared by EMC Planning.

Public Works Department

The Public Works Department will continue to provide quality services to the
community in providing water, sewer, street and park services. In order to help
balance the budget, the Public Works Department will be shifting its focus away from
parks and more to enterprise funds. As such, staff is recommending the closure of the
Community Center and a reduction in park maintenance hours. This will require a
gteater contribution from volunteers and others to take control of their neighborhood
parks. Funding for one vacant Public Works Maintenance Worker has been
eliminated. Also, the Transit Driver position has been eliminated as MST is taking
over transit services for the community.

In addition, it is proposed that the City Engineer’s contract not be renewed and that
the Public Works Director take on the duties of the City Engineer. When needed,
there are a number of pre-qualified firms that can provide necessary services to
Greenfield at a competitive rate.

Redevelopment and Housing Department

This department has been actively involved in continuing the growth of the
Greenfield Chamber of Commerce. In this effort, it will allow the Chamber to take
ovet signature events that have previously been handled by city staff. The department
was also instrumental in selecting MINS Engineers to complete the Downtown
Streetscape Project. This will be a great project to assist in the revitalization of the
downtown atea. The department has also contracted with EMC Planning to complete
the Housing Element Update.

Given the difficulties surrounding the agency as described eatlier, it is proposed that
all programs be severely reduced or eliminated and that the position of Office
Specialist IT within the department be subject to lay off. The Director will continue to
manage the affairs of the agency and continue to oversee the expenditure of bond
proceeds and maintain supervision of current grants and other obligations related to
the agency. In addition, a greater emphasis will be placed on economic development
efforts with the limited resources available.
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Police Department

As the largest General Fund department, the Police Department will be impacted with
the proposed budget cuts. In order to balance the budget, it has been proposed that
the City will not backfill the positions occupied by the School Resource Officers
currently paid for by the two local school districts. In addition, two positions which
are currently filled but are on extended leave have had funding reduced in the budget.
The key item to ensure that the department stays at budget level is to control overtime
costs at an acceptable level. In order to do this, the Police Department will have to
cut back or eliminate activities that have usually warranted overtime. Such activities
mnclude but are not limited to free coverage of special events, animal control outside
of business hours, Explorer post activities and other non-essential police services.

In addition on June 28th, Matrix Consulting of Palo Alto, who was contracted by the
City to provide an efficiency audit of the department, will report its findings to the
City Council along with recommendations to improve services and management of
the Police Department. It is anticipated that the City Council will have the
opportunity to direct staff in regards to these recommendations and institute
organizational changes as necessary. '

Administration Department

The City Administration Department has been actively involved in reviewing the
entire organizational structure in light of the budget shortfall in order to identify ways
to reduce costs and deliver more efficient services. This includes the personnel shifts
described in this letter as well as identifying ways to improve the financial situation of
each department moving forward. The Department has attempted to meet with all
petsonnel in otder to better understand the issues facing the staff and departments. In
addition, the move to the Civic Center has been a major prority, and while there will
be a short transition pertod to identify and address issues, this project will soon be
coming to a close.

From a budget perspective, there are cuts in the department based on the departure of
the previous City manager, and the deferral of hiting a permanent City Manager. The
actual amount of these savings 1s unknown pending a final decision by the City
Council Iater in the fiscal year.

a1 149
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CONCLUSION

The City of Greenfield is at a critical point in its history. From a budget perspective,
swift and decisive action must be taken to ensute solvency over the next few years.
With the completion of the Civic Center, the City is positioned well with its capital
improvements for years to come. The next step is to ensure in the long term that the
organizational structure be designed in a way that will ensure that the City can provide
essential services and continue to pay for the cost of providing such services. While
this will require difficult choices in the months up ahead, they will lay the critical
groundwortk to provide a solid foundation into the future. With projects such as the
Monterey County Courthouse, Pattiot Park Expansion, Yanks Air Museum and the
Walnut Avenue Specific Plan on the horizon; there is definitely much to look forward
to.

From an accountability standpoint, it is critical that the City Council and all staff work
together to gain and maintain the trust of the community, given the divisive tone of
public meetings and media reports in recent months. It is critical that the Council and
staff work trelessly to repair and rebuild the image of the community to ensure that
we can be the most effective organization possible moving forward as we enter this
new chapter 1n our history.

I would like to personally thank the Council and the entire staff for the tremendous
amount of confidence they have placed in me to guide the City through what is likely
the most challenging budget ever faced in our 64 year history. I thank everyone for
their willingness to review all options and commit to streamline operations, change
the way we do business and accept the reductions to levels of setvice necessary to
~ensure the long-term stability of the community.

Sincerely,

Brent Slama
Interim City Manager

- v
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CITY OF GREENFIELD

Heets Wlontercy Wee (ountry.

OUR MISSION

We provide personalized quality service to
| our entire community.

OUR VISION

We support a thriving, attractive,
people-oriented community while maintaining
a rural/agricultural atmosphere.

xi



RESOLUTION NO. 2011-

A RESOLUTION OF THE CITY COUNCIL
OF THE CITY OF GREENFIELD
ADOPTING FISCAL YEAR 2011-2012 OPERATING BUDGET

WHEREAS, the recession and housing market has caused a sevete decline in local government
revenues; and

WHEREAS, the City of Greenfield has not been exempted from the decline in local government

revenues; and

WHEREAS, the City of Greenfield has initiated a variety of budget reductions in order to
balance its Fiscal Year 2012 budget; and

WHEREAS, the City of Greenfield will continue its’ efforts to further reduce its operating

CXP ernses.

NOW THEREFORE BE IT RESOLVED by the City Council of the City of Greenfield does
hereby:

1. Approve the Fiscal Year 2011-2012 Operating Budget attached herewith.
Directs the City Manager to return with resolution amending the Fiscal Year
2011-2012 Operating Budget upon conclusion of the “meet and confer”
process with City employee organizations.

3. Directs staff to continuously monitor General Fund revenues in order to
measure collections against estimates. The City Manager is directed to develop
a plan to address any projected revenue shortfalls.

4. Directs staff to continue efforts to identify additional budgetary savings.

PASSED AND ADOPTED by the City Council of the Greenfield, this 14" day of June 2011 by the
following vote:

AYES:
NOES:
ABSENT:
ABSTAIN:

John Huerta, Jr., Mayor
ATTEST:

Ann F. Rathbun, City Cletk

xii



RESOLUTION NO 2011-

A RESOLUTION SETTING THE CITY OF GREENFIELD’S

“APPROPRIATIONS LIMIT” FOR FISCAL YEAR
2011-2012 AND DETERMING COMPLIANCE THEREWITH

BE IT RESOLVED by the City Council of the City of Greenfield that in compliance
with Article XIIB of the Constitution of the State of California, the following is here found
and determined as per the attached schedules marked, “Exhibit A”, and “Exhibit B”, and
“Exhibit C”.

That the “Appropriations Limit” for fiscal year 2011-2012 is $15,820,404
(Exhibit A);

That the “Appropuations Subject to Limitations™ for fiscal year 2011-2012

'1s estimated at §2,719,700 (Exhibit B);

That the projected “Appropriations Subject to Limitations” for 2010-2011 is
estimated at $2,646,700 (Exhibit C);

That the difference between the “Appropuiations Limit” for 2010-2011 of
$15,408,985 and the projected “Appropriations Subject to Limitations” for fiscal
year 2010-2011 of $2,646,700 is $12,762,285;

That the City of Greenfield is in compliance with Article XIIB of the
Constitution of the State of California.

PASSED AND ADOPTED this 14" day of June, 2011 by the following vote:

AYES, and in favor thereof, Councilmembers

NOES, Councilmembers:

ABSENT, Councilmemberts:

Attest:

John P. Huerta, Jt., Mayor

Ann F. Rathbun, City Clerk

xiii-



EXHIBIT A

CITY OF GREENFIELD
APPROPRIATION LIMIT CALCULATION
FISCAL YEAR 2011-2012

POPULATION CHANGE
YEAR POPULATION %
CHANGE
01-01-2011 16,402 - .98%
PRICE FACTOR
California Per Capita
2011-2012 Personal Income 1.67%
GROWTH RATE CALCULATION
1.0167 x 1.0098 = 1.0267
APPROPRIATION LIMIT CALCULATION

APPROPRIATION LIMIT FY 2010-2011 $15,408,985
FY 2010-2011 Multiplier x 1.0267

APPROPRIATION LIMIT FY 2011-2012 $15,820.404

~xiv



EXHIBIT B

CITY OF GREENFIELD
PROJECTED
2011-2012
TAXES
Property Taxes 322,800
Utlity Tax 310,000
Sales & Use Tax 797,000
Proposition 172 Tax ' 25,000
Transient Occupancy Tax 14,000
Property Transfer 20,000
Business License 22,000
FROM STATE
Motor Vehicle in Lieu 1,187,900
Off Highway License 0

Homeownets Tax Relief 1,000

REVENUE FROM USE OF MONEY & PROPERTY

Interest 20,000

TOTAL CITY REVENUE © $2,719,700

XV



EXHIBIT C

CITY OF GREENFIELD
ESTIMATED
2010-2011
TAXES
Property Taxes 310,200
Utility Tax 304,800
Sales & Use Tax 775,800
Proposition 172 Tax 20,000
Transient Occupancy Tax 14,000
Property Transfer 15,000
Business License 20,000
FROM STATE
Motot Vehicle in Lieu 1,165,900
Off Highway License 0
Homeowners Tax Relief 1,000

REVENUE FROM USE OF MONEY & PROPERTY

Interest 20,000

TOTAL CITY REVENUE $2,646,700

xvi
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REDEVELOPMENT
AND HOUSING

FISCAL YEAR 2011 - 2012



RESOLUTION NO. RDA

A RESOLUTION OF THE BOARD OF DIRECTORS OF
THE GREENFIELD REDEVELOPMENT AGENCY ADOPTING
THE BUDGET OF THE GREENFIELD REDEVELOPMENT AGENCY
FOR THE FISCAL YEAR JULY 1, 2011 TO JUNE 30, 2012

WHEREAS, Municipal Code Section 2.04.060(G) requires the City
Manager/Executive Director to submit operating/capital budgets; and

WHEREAS, after examination, deliberation and due consideration, the
Board of Directors of the Greenfield Redevelopment Agency has reviewed
and approved the proposed operating/capital budget submitted for fiscal
year July 1, 2011 through June 30, 2012; and

WHEREAS, after examination, deliberation and due consideration, the
Board of Directors of the Greenfield Redevelopment Agency authorizes
expenditures for planning and administrative purposes from the Low/Mod
Housing Fund, subject to approval by the Redevelopment & Housing
Director; and

WHEREAS, it is the intention of the Board of Directors to adopt the said
budget of the Greenfield Redevelopment Agency for the fiscal year 2011 -
2012.

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF
DIRECTORS OF THE GREENFIELD REDEVELOPMENT AGENCY AS
FOLLOWS:

1. The budget for the fiscal year July 1, 2011 — June 30, 2012, presently
on file in the office of the City Clerk, entitled “Greenfield
Redevelopment Agency — Budget — Fiscal Year 2011-12,” which is
incorporated herein by this reference, is hereby adopted by the Board
of Directors of the Greenfield Redevelopment Agency as the Annual
Budget of the Greenfield Redevelopment Agency for fiscal year JuIy
1, 2011 — June 30, 2012.



2. From and after the operative date of this resolution, the several
amounts stated in the adopted Annual Budget as expenditures are
appropriated to the offices, departments, accounts, objects and
purposes stated therein for the 2011-2012 fiscal year and said monies
are hereby authorized to be expended for the purposes and objects
specified in the budget.

3. Unless otherwise provided by law, sums may be transferred by the
Executive Director when deemed necessary from any appropriated
item within a designated fund or account to any other appropriated
itern within the same fund or account. New appropriations or
appropriations requiring the use of reserves shall be made by
resolution of the Board of Directors.

4. This resolution shall be effective immediately upon adoption, but shall
be operative as of July 1, 2011.

The foregoing resolution was approved and adopted by the Board of Directors of
the Greenfield Redevelopment Agency on the 14™ day of June, 2011 by the
following vote:

AYES, Members:
NOES, Members:

ABSENT, Members:
ABSTAIN, Members:

John. P. Huerta, Jr.
Chair of the Redevelopment Agency

Ann F. Rathbun
Secretary to the Redevelopment Agency
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