City of Woodland

.
REPORT TO MAYOR AND CITY COUNCIL | [CENDAITEM

TO: THE HONORABLE MAYOR DATE:
AND CITY COUNCIL - May 13, 2008

SUBJECT:  Measure E Spending Plan Update

Report in Brief

The downturn in the economy, primarily attributable to the slowdown in the real estate market, rising fuel
costs, increasing unemployment, and dramatic reductions in consumer spending, has significantly impacted
the City’s sales tax revenues. The City’s FY08 sales tax revenues are projecting approximately 8% lower
than the original budget, and the trend is not expected to increase significantly for the next several years.
Based on these revised assumptions, and in accordance with Council direction, staff has completed an
analysis of MSE sales tax receipts, and recommends a change to the original 12-Year MSE Spending Plan.
The recommended changes include:

« A $6.6 million reduction in cumulative 12-year MSE revenues;
« Road maintenance budget kept at a $30.2 million minimum;
« Remaining project budgets reduced based on the percentage share of the original MSE allocations.

Staff recommends that the City Council review the updated 12-year MSE Spending Plan and provide
comments on the recommended changes, provide policy direction on Opera House Expansion Project, the
Opera House request for a loan guarantee, and use of MSE funds on unfunded City facility repairs.

The City Council’s direction will be incorporated in the preliminary FYQ09 Capital Budget and brought back
to Council on June 10, 2008 for adoption.

Background

On June 6, 2006, the Woodland voters approved Measure E (MSE), which extended the % cent supplemental
sales tax collected within the boundaries of and for the benefit of the City of Woodland. Additionally, the
voters approved three advisory measures outlining the types of projects for which proceeds from MSE would
be spent:

e Measure B, approved by 66.8% of voters, allocated a minimum of $30.2 million or 45% of MSE for
road rehabilitation;

e Measure C, approved by 69.37% of voters, approved funding for Community and Senior Center
Phase I, Sports Park and renovation and improvements of parks, recreation facilities and pools;

o Measure D, approved by 53.4% of voters, approved funding for expansions of the Library, City Hall
and the Opera House
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On February 6, 2007, City Council adopted the Measure E Spending Plan, which provided the allocation of
total anticipated Measure E revenues in a manner consistent with legal restrictions, advisory measures, and
Council policy (see Exhibit One). Included with the spending plan was a resolution calling for preparation of
an annual financial report and an updated bi-annual spending plan. The first annual financial report was
provided to Council in September 2007.

In late 2007, the Opera Board asked Council for approval of a loan guarantee needed to secure financing on
the Opera House Expansion Project. Council gave conceptual approval on the guarantee, but directed staff to
work through the details and return to Council for final approval.

On December 4, 2007, Council was provided an update on the general economy, as well as estimated fiscal
impacts on the City’s FY08 operating and capital budget. At this meeting, Council approved various
budgetary reductions including the deferral of some MSE projects and directed staff to review the MSE 12-
year revenue assumptions, impacts on project budgets, including the Opera House expansion, and return to
Council with an update.

Staff has completed an analysis of MSE sales tax receipts, and recommends a change to the original 12-Year
MSE Spending Plan. The recommended changes include:

« A $6.6 million reduction in cumulative 12-year MSE revenues; revised projections were based on
current year trends.

« Road maintenance budget kept at a $30.2 million minimum;

« Remaining project budgets reduced based on the percentage share of the original MSE allocations.

The Opera Board has been informed of the revised budget. The original and maximum allocation of $3
million has been reduced to $2.4 million, and the Opera Board has indicated that they will be unable to
proceed with the project with this reduced level of funding. The Opera Board is asking for Council’s
consideration on increasing the revised budget (approximately $2.8 million). As well, the Opera Board has
not yet proceeded with financing, and is again asking for Council’s approval on a loan guarantee.

Discussion

The original MSE revenue projections were based on reasonable, but consistent growth in sales tax revenues.
The projections assumed continued growth in the City based on historical average percentages in addition to
continued but stabilized growth in Spring Lake and increased sales tax revenues related to the Gateway
commercial project. The downturn in the economy has been far worse than anticipated and, given current
economic conditions and the unpredictability/timing of recovery, staff is recommending a more conservative
outlook on MSE.

The Finance Department has updated its MSE revenue projections based on actual receipts and recent trends.
Using conservative assumptions, staff is projecting cumulative MSE revenues at $60.6 million. This
represents a $6.6 million reduction (approximately $550K/year or 9.8% reduction) to the original $67.2
million revenue estimates.

Given the reduction in revenues, staff is recommending a reduction to respective project budgets in a manner
consistent with Council adopted guidelines.
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As shown below, the allocation to the road projects remains at the minimum amount stated in the advisory
measure ($30.2 million); the balance of revenues are allocated to the remaining projects based on their
proportionate “fair share” of the projected $6.6 million shortfall:

Original Percent of Revised Percent of
Description Project Budget | Budget ||Project Budget| Budget |Net Reduction
Revenues $ 67,200,000 $ 60,613,127 $ (6,586,873)
Road Rehabilitation $ 30,200,000 $ 30,200,000
Allocation to Other Projects
CSC / SP Improvements $ 11,900,000 32%|| $ 9,758,366 32%| $ (2,141,634)
Park Rehab $ 10,000,000 21%|| $ 8,200,308 21%| $ (1,799,692)
Library $ 5,100,000 14%|| $ 4,254,145 14%| $ (845,855)
City Hall $ 7,000,000 19%]| $ 5,740,216 19%| $ (1,259,784)
Opera House $ 3,000,000 8|l $ 2,460,092 8n|$ (539,908)

Staff is also requesting policy direction on the potential re-allocation of project budgets related to the City
Hall expansion and Library expansion projects:

« City Hall Expansion: Annual budget requests for facility maintenance and repair projects compete
against other General Fund programs/projects. Due to limited funds and higher priorities, routine
maintenance and repairs have typically been deferred, or implemented on a reactionary and
emergency basis. Given the projected economic forecast, staff is concerned about continued deferral
and deterioration of City facilities. Staff believes use of the Measure E funds for this purpose is
consistent with the Measure’s ballot language.

Given the revised revenue estimates for MSE, it is unlikely that the City Hall project can be
completed within the 12-year timeframe. Given economic conditions and the extent of deferred
maintenance on City facilities (MSC, Police Station, Fire Stations, and City Hall), staff is requesting
Council allow a portion of the money (approximately $200k per year) budgeted for City Hall
expansion be used on facility repairs.

« The Library Expansion Project: This project is included in the City’s Major Project Financing Plan
(MPFP). The funding for this project has been allocated to development fees (which support 90% of
the project cost), with a 10% existing City requirement funded by MSE). Based on the estimated
project budget of approximately $5.6 million, the MSE matching requirement would be only $560Kk.
The updated 12-year spending plan includes approximately $3.854 for expansion (the $4.254 million
listed above less $400,000 for renovations). Based on the current Library Expansion budget, Council
may consider reducing the Library MSE budget to an amount consistent with the current MPFP
funding splits; and reallocate up to $3 million in MSE revenues to other projects.

As Council knows, the development community is asking for reductions in City development fees,
and as such, staff is evaluating the need and timing of all MPFP projects including the library
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expansion. While the determination of MPFP funding is not being discussed in this report, Council
should keep in mind that any potential reduction in the development fee burden on the Library
expansion project will most likely shift to MSE.

Fiscal Impact

Total MSE revenues are projected to be $60.6 million, which is a reduction of $6.6 million from the original
projection of $67.2 million. The revised spending plan reduces proposed expenditures by an equal amount.
The revised 12-year Spending Plan is reflected on Exhibit Two.

Public Contact

Posting of the City Council Agenda.

Recommendation for Action

Staff recommends that the City Council review the updated 12-year MSE Spending Plan and provide
comments on the recommended changes, and seeks Council’s policy direction on Opera House Expansion
Project, the Opera House request for a loan guarantee, and use of MSE funds on unfunded City facility
repairs.

The City Council’s direction will be incorporated in the preliminary FYQ09 Capital Budget and brought back
to Council on June 10, 2008 for adoption.
Prepared by:  Kim McKinney

Senior Accountant

Reviewed by: Joan Drayton
Finance Director

Mark G. Deven
City Manager

Attachments



Exhibit Two - - Measure E Summary of Revenues and Project Expenditures

Proj. 07 FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 Total
3/4 year 3% annual 4% annual 1/4 year
actuals actuals GHHRLGE  E G I i
Base Revenues | $ 2,722,000 | $ 3,761,000 | $ 3,873,830 | $3,990,045 | $4,149,647 | $4,315,633 | $4,488,258 | $4,667,788 | $4,854,500 | $5,048,680 | $§ 5,250,627 | $ 5,460,652 [ $1,419,770 | $ 54,002,428
SL Growth $ 25665|% 53,788 | % 102,065|% 171680 % 2433841 % 3172391 % 393,310 % 471663 | §$ 552,366 | $§ 635490|% 165228 $ 3,131,877
Gateway $ 324871 % 166,396 | $ 300,225 | $ 312234 | $ 324,723 | § 337,712 $ 351221 |3% 365270 |9$ 379,880 ]% 395076 | § 410879 |$ 102720 | $ 3,478,822
Revenues| $ 27220005 3793487 |8 4065891 | | $4.812.036 | 55060354 | 135613079 185900222 | 8 . $1687.717 |5 60813127
CSC Phase I Debt $ 9,423,850 $ 837,525| % 836,758 | $ 836,318 | $ 838664 % 839,984 |% 836611|$ 837,337 |$ 836576 | % 838,487 | $ 838,341 |$ 837,0211% 210,228 | $ 9,423,850
Sports Park Debt $ 3,427,436 $ 3046061 $ 304,327 | $ 304,167 | $ 305,021 1% 305501 |$% 304274 |$ 304,538 |$% 304,261 |$ 304,956 | $ 304,903 |$ 304423|% 76459 % 3,427,436
DS - SLIF % $(3,581,442) $ (318,259)| $ (317,968)| $ (317,801)[ $ (318,692)| $ (319,194)| $ (317,912)[ $ (317,899)| $ (318,625)| $ (318,569)| $ (318,569)| $ (318,067)| $ (79,887)| $  (3,581,442)
DS - Park Dev % $(4,901,521) $ (435612) $ (435,213)| $ (434,985)| $ (436,205)| $ (436,892)| $ (435,137)] $ (435,515)| $ (435,119)| $ (436,113)| $ (436,037)] $ (435,350)| $ (109,343)| $  (4,901,521)
CSC / SPDebt (honds)] $ 4,368,323 $ 388260 % 387,904 | $ 387,699 |$ 388,788 |$ 389399|$ 387,836|% 383461 |$ 387,093 [$ 388,761 $ 388,638 |$ 388,027 (% 97457|% 4,368,323
Net Rev Available Subtotal $ 3405227 |$ 3,677,987 | $3,956,359 | $4,175,157 | $4,422,637 | $4,681,518 | $4,947,787 $5,225986 | $5,511,462 | $ 5809430 | $ 6,118,994 | $1,590,260 | $ 56,244,804
Rehabilitation
Road Rehab @ 45% $30,200,000 $ 736,067 | $2996,791|$ 1,810,000 | $2,196,000 | $2,254,585 | $2,388,224 | $2,528,020 | $2,671,805 | $2,822,033 | $2,976,189 | $§ 3,137,092 | $ 3,304,257 | $ 378,937 | $ 30,200,000
Park Rehab @ 15% $ 8,200,308 $ 378500|% 816943 1% 1466458 $ 757,800 |$ 184,130 | $ 663,396 | $ 702,228 | $ 742,168 | $ 783,898 |$ 826,719 | $ 871,415 | $ 6,654 $ 8,200,308
Library Improvements | $ 484,658 $ 100,000 | $ 384,658 $ 484,658
Construction
Opera House $ 2,460,092 $ 100,000 $ 125000 % 147119 $ 158,254 | $ 167,006 | $ 176905|$ 187,261 (% 197911 [$ 209,039 | $ 220458 | $ 232377 |$ 244760 $ 293,999 | § 2,460,092
Subtotal Exp | $ 1,314,567 | $ 4,711,652 {$ 3,811,481 | $3,499,753 | $2,994,509 | $3,617,924 | $ 3,805,344 | $4,000,346 | $4,202,063 | $4,412,128 [ $§ 4,629,522 | $ 3,943698 | $ 770,393 | § 45,713,381
Available Bal | $ 1,407,433 |$ (918,165)] $ 254410 | $ 844,304 | $1,569,436 | $1,194,112 | $1,264,010 | $1,335,903 | $1,411,016 | $1,488,095|$ 1,568,546 | $ 2,563,323 | $ 917,324 | $ 14,899,746
Remaining Construct
Sports Park Expan $ 5,390,043
Lib Exp Bal $ 3,769,487
City Hall $5,740,216
Subtotal] $14,899,746
Total} $60,613,127




