Budget Transmittal
TO:

Honorable Mayor and Members of the City Council and Successor
Agency Board

FROM:

Robert Clark, City Manager/Executive Director

DATE:

May 7, 2012

SUBJECT:

Transmittal of Proposed City and Agency Budget for FY 2012-13

Transmitted herewith is the Proposed City and Successor Agency Budget for FY 2012-13. The
foundation of the budget is the Ojai City Council Goals and Priorities which were established in
a series of workshops conducted over the COW'se of the last year. The five top level goals are:
Goal I:
Goal 2:
Goal 3:
Goal 4:
Goal 5:

Operate the City Efficiently and Effectively
Provide Quality Public Infrastructure
Promote Ojai-TourismJAtis/CulturelLeisure
Foster Environmental Sustainability
Improve Housing and TranspOliation

In order to implement these goals in an environment of very limited resources it is necessary to
deploy our resources strategically by acknowledging bOtll priorities and limitations.
Current Financial State of the City
The general financial state of the City is improving. Hotel tax receipts have been very strong and
sales tax receipts are recovering. However, neither has reached pre-recession levels. Libbey
Bowl pledge receipts have continued to stay somewhat allead of schedule. UnfOliw1ately, these
improvements have been offset by the decision of the State to terminate redevelopment, and to
redirect tax increment funding to other agencies. Once the obligations that were on the books at
the time of termination have been satisfied, this will result in a $2,000,000 per year loss of
revenue to the commwlity.
Several significant financial objectives were achieved during the course ofFY 2011-12:
•
•
•
•
•

Reserves were increased from $1.3 million to $1.8 million as a result of Libbey Bowl
pledge receipts.
A full time Community Development Director position was filled, and very substantial
progress has been made toward competing high priority plamung projects.
Changes to the transit system were approved to balance the transit fund and improve
service.
The capital improvement fund was allocated $300,000, which can be used to begin
funding tlle five-year capital improvement program.
Losses associated with the telmination of redevelopment were covered.
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•

A small surplus of$165,816 is available to help balance the FY 2012-13 Budget.

While this is mostly good news, the City faces significant risks. The process for unwinding
redevelopment is fought with peril as is described in more detail below. We also face the normal
risks associated with economic conditions, natural disasters, litigation, potential State funding
reductions (trolleys), and other calamities with a still thin reserve.
In summary, the recovery continues, and we are in better shape than the two preceding years.
We recognize that severe resource limitations will restrict our options for the foreseeable future.
In that context the City Council has acknowledged that it must constantly evaluate priorities and
proceed one small step at a time as it guides the City into a better future.
Redevelopment Successor Agency
The allocation of tax increment to satisfy existing obligations is subject to the whims of State
Law, the State Department of Finance, the County Auditor-Controller, and the Oversight Board.
Actions by these entities could affect the City as was the case when we could not obtain approval
to use tax increment to make a small bond payment in June, resulting in a threat of litigation
against the City.
August Bond Payment
The most serious concern is a bond payment of $680,888 due in August of 20 12:
• The Recognized Obligation Payment Schedule (ROPS) for February 2012 thl'Ough June
2012 requested that tax increment be allocated for a "special fund" required by the bond
indenture as a reserve for this payment. We believe that the Auditor-Controller will
honor this request and include it in a single tax increment allocation on June 1. However,
there are mixed signals from different sources as to how the initial ROPS will be handled.
Most authorities believe there should be two allocations; one in mid-May applied toward
the initial ROPS, and another on June 1 to cover the second ROPS, which is from July to
December 2012.
• Given this confusion, we have included the bond payment in the second ROPS which
covers the periodwhen the payment is due. Since this ROPS is due on May 11, we will
not know the outcome of the first ROPS when it is submitted (although we also believe it
could be amended). There are conflicting opinions as to whether tllis ROPS will be
funded by the June 2012 tax increment allocation or the January 2013 tax increment
allocation.

Based on the actions above it is expected that the Successor Agency will be able to make the
bond payment ii-om the June 2012 tax increment allocation, or that the City will front the money
and be reimbursed from the January 2013 tax increment allocation.
Overhead and Interest
In past years the City allocated overhead to the Redevelopment Agency in accordance with
federal guidelines. Tllis allocation of nearly $100,000 per year is not possible because of the
limits imposed by ABxl 26. The overhead will now be borne by other funds, primarily the
General Fund. The Agency was also making interest payments of $250,000 per year on funds
loaned by the City. This is in limbo until the status of the loan is settled. These reductions have
been absorbed by the General Fund
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City Loan
Over the course of the years, since 1980, the City has loaned money to the former
Redevelopment Agency to cover redevelopment costs that could not be fully covered by the
available tax increment. Tllis was done in good faith with the expectation that it would be repaid
after RDA bonds were retired. The cumulative amount loaned is close to $5 million. The law
that abolished the Agency also rescinded loans between agencies and the cities that formed them.
We are pursuing legislative, legal and negotiated resolution, but may in the end fail. Therefore,
we are not including loan repayments in the Budget.
FY 2012-13 Highlights
Several things were taken into account in assembling the Proposed Budget for FY 2012-13:

•
o

•

The Ojai City COlillcil Goals and Priorities
The Statement of Financial Principles
The current levels of service provided by the City

The Proposed Budget was assembled using the existing levels of service as a stalting point.
Incremental changes were then made to implement the City Council Goals and Priorities and the
Financial Principles. Because this is a step-by-step process, some of the desired changes are
incorporated into the budget, and others must be deferred wItil more financial resources are
available.
The General Fund revenues al'e conservatively estimated. In accordance with City Council
policy discussions, the $300,000 contribution to the Capital Improvement Food was deducted
first, and operations were adjusted to fit witiJin the remaining available balance. The General
Flilld also had to absorb a significant loss due to the termination of redevelopment. In the past
the former agency was making interest payments to the City and also covering an equitable
allocation of overhead.
Cuts to service levels were avoided by carrying over the $165,816 anticipated sW'plus from the
FY 2011-12 Budget. The result is that the Budget is very tight, and in order to add anything,
something else must be cut or new revenue sources located.
City Council Goals and Priorities
Goal]: Operate the City Efficiently and Effectively
Many of the actions needed to implement tllis goal are possible without negatively impacting the
budget:

•
•
o

•
•
•
•

Holding community workshops.
Scheduling joint meetings with the commissions.
Setting clear expectations thl'Ough the workplan alld progress reports.
Logging customer contacts with Community Development.
Customer service training for staff.
Reducing dependence on outside consultants.
Aggressively pursuing grants.
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Some funding will be needed if the Council undertakes a community visioning process. It
appears unaffordable to increase all employees to a 40 hour workweek at once, so a phased
approach is proposed. In order to make the workforce productive we need to provide and
maintain a fleet of vehicles and other equipment. Generally this is done through an equipment
replacement fund which collects rent from the operating funds and accumulates the money
necessary to replace equipment on a scheduled basis. We have not been able to afford such a
fund in the FY 2012-13 budget.
Goal2: Provide Quality Public Infrastructure
A profound, transformative policy change is required in order to address this need. Personal
financial advisors recommend that clients "pay themselves [u'st" by setting aside a reasonable
and prudent amount of savings first, and then adjusting their lifestyle to live on what is left. The
same philosophy is recommended for the City budget. In preparing the proposed budget, staff
first set aside a reasonable and prudent amount of the General Fund in the Capital Improvement
Fund for infiastructure, and then adjusted the operating budget to balance within the remaining
amount.

The budget includes a five-year capital improvement plan. That plan anticipates tbat the General
Fund contribution toward infrastructure will be increased ammally until a sustainable level is
reached. It will take a number of years for this change to be noticeable to the public. Over time
it will dramatically transform Ojai into a community with very high quality' streets, parks,
buildings and public places.
The deterioration of public infi'astructure such as bridges and roads is a ch.ronic national
problem. State and Federal grants and funding sources were never sufficient to meet the
maintenance needs associated with infrastructure. Now these sources are drying up and at the
same time it is harder than ever to set aside funds locally.
A recent survey of the paving quality of our streets and roads show extremely serious
deterioration and defened maintenance. The same is true with some recreation facilities. A
paving expert estimated that a minimum of $500,000 per year for a sustained period of time will
be required to reverse this trend, stop fruther deterioration of the overall condition and to begin
the process of bringing the paving standards up. Ultimately it would be very desirable to be able
to invest $500,000 to $1,000,000 of General Fund money in capital facilities.
Goal 3: Promote Ojai-Tourism/Arts/Culture/Leisure
The City is working with the Chamber of Commerce and Ojai Visitors Bureau to double the
funding to its external marketing programs while at the same time reducing the dependency on
the City General Fund. This effort has three parts:

•

•

The 11 lodging partners are working together with the City to enact a Tourism Business
Improvement District (TBID) similar to that recently adopted in the cities of Ventura,
Oxnard and Camarillo.
The City will enact a $48 per year Business License Collection Fee for all businesses.
This will free up about $50,000 to fund marketing.
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•

The City will contribute another $50,000 as its share of the marketing effort since its
pmpose is to increase lodging and sales tax revenues.

The operating agreement with the Libbey Bowl Foundation will be reviewed after the summer
season is complete.

Goal4: Foster Environmental Sustainability
The creation and continued funding of a full time Community Development Director has put us
in a position to make substantial progress on the objectives identified under tlns goal which
include:
•
•
•
•
•

Developing a Night Sky Ordinance which is under review by the Planning Commission.
Adopting and implementing the Plastic Bag Ordinance.
Developing a Water Wise Ordinance.
Funding for 25 Trees in Public Places.
Funding for 2 Complete Streets demonstration projects.

Goal5: Improve Housing and Transportation
The termination of redevelopment has undermined our housing programs. There are a nmnber of
proposed legislative remedies which may be considered during the course of the year. We are
working with the Ojai Valley Inn on development of affordable employee housing on its
property. The most significant work effort will be to complete the update of the Housing
Element. Funding is included in the budget for consulting and enviromnental work in
conjunction with this project.
The transpOltation improvements recommended by the Transit COlmnittee will be implemented
during FY 2012-13. This will balance the transit budget and improve service. There are several
transit related grants pending. Finally, the budget is sufficient to start setting aside $44,000 in
the transit replacement fund.

Financial Principals
The Statement of Financial Principles has been updated to reflect the need to operate prudently
and efficiently "witlnn the available resources", and to provide more specificity about funding of
infrastructure and equipment. The following table shows the status of implementation of the
most significant principles:
Principle

Conservative Revenue
Estimate
Annual Fee Update
Balanced Budget
50% General Fund
Reserve
Five Year Capital
Improvement Plan
Infrastructure Funding

Fully
Partially
Implemented Implemented
X
X
X
X
X
X
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Delayed

Equipment Funding
Avoid Debt
Overhead Allocation
Annual Audit

X
X
X
X

Levels of Service
Staffing
Overall staffing levels are constant. During the course of FY 2011-12 a full-time position in
Finance was replaced with a patt-time position, and in Community Development Department a
patt time City Planner position was replaced with a full-time Director position.

40 Hour Workweek: A phased approach could be used to move fi-om a 36 hour work week to a
40 hour workweek. Rather thatl fill vacant positions, it may be possible (depending on the
vacmcy) to expmd the work week of current employees to cover the duties of the depatting
employee.
Contractual Services
Several years ago, as a result of budget limits, contmcts for vat'ious maintenance efforts were
eliminated, md the work was assigned to existing employees. As attrition occurs we will
evaluate the cost effectiveness of using contract maintenance versus hiring new employees.
Budget Policy Issues
Some of the key policy questions that arise out of the review of the budget have been
sUlllmarized in a series of "Budget Policy Issues". These are intended to provide more
background and information about the issues and potential ways to address them. It is expected
that additional policy issues will be identified through the public hearing md City Council
review of the Budget. These will be developed fiuther md added to the packet.
Budget Format
We are continuing to try to improve the fOlmat of the budget to make it more usable for the
public atId City COUlICil. Written sUlllmaries are provided at the begilllling of each section
describing its content. The font size and style has been chmged to make the numbers easier to
read. Some of the chmts and exhibits have been simplified to provide clear sUllllllary
infOlmation.

Respectfully Submitted,

~~
City Manager
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