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City of Foster City

For the Twelve Months Ended
June 30, 2011

City’s General Fund Finishes FY 2010-2011 at $19.1 million
in Reserves; Bright Horizon Ahead for Building Permit

Revenues

The City’s General Fund
preliminary  unaudited
figures for 4Q 10/11
show unrestricted Gen-
eral Fund reserves total-
ing $19.1 million. This is
$300,000 short of what
was anticipated as the
starting point for the FY
I 1-12 budget. The short-
fall is due to the timing
of building permit reve-
nues received from the
developer of the Pilgrim-
Triton project. On Sep-
tember 12, the City re-
ceived building permit
revenues from the devel-
oper that were well in
excess of the nearly
$500,000 expected prior
to June 30, 2011. Even
though the City’s ending
fund balance for 4Q
10/11 fell short of expec-

tations, actual building
permit revenues re-
ceived after June 30,
2011 are well above the
expectations for FY |1-
[2, and more than make
up the timing difference
from the prior year.

Other key results at the
close of 4Q 10/11:

¢ Property Taxes -
property tax reve-
nues fell short of
original budget pro-
jections by $894,000.
As previously noted,
CDA spillover reve-
nues upon reaching
the tax increment
cap were incorrectly
estimated.

¢ Sales Taxes - Met
expectations through

a stronger than an-
ticipated showing in

4Q 10/11.

Building Permits -
finished $230,000
behind expectations
due to the timing of
the  Pilgrim-Triton
project. If those rev-
enues had been re-
ceived prior to June
30, permit revenues
would have exceed-
ed expectations by
$300,000.

Expenditure Savings -
departments turned
back over $1.4 mil-
lion in expenditure
savings due to salary
savings and  wise
control of services
and supplies budgets.

Non-General Funds End FY 2010-2011 In Line with

Expectations

Although most of the at-
tention is paid to the Gen-
eral Fund, it is important
to note that the City’s
other funds play an im-
portant role in the ser-
vices that are provided in
the community. A sum-
mary of the more im-
portant funds are provid-
ed here:

Special Revenue Funds

o Traffic Safety - code
violation revenues ex-

ceeded forecasts.

e Measure A - Finished
with  revenues 15%
higher than forecast.

e Gas Tax - Met revenue
forecasts, but fell short
of budget expectations
by $7,000, expected to

be made up in FY II-
I2 through competitive
streets project bidding
environment.

Park-In-Lieu Fees - fees
received from Pilgrim-
Triton Project allow
the Capital Projects
Fund to be reimbursed
for advances for syn-

(Continued on page 4)

Included in this report:

City General Fund finish- | |
es FY 2010-201 | with
$19.1 million in reserves

Non-General Funds 1
“Generally” Meet Ex-
pectations for FY 10-11

General Fund revenues | 2
finish up 3.4% from last
year, but 3.1% off target.

General Fund Depart- |3
ments manage budgets
to generate 5.0% in
expenditure savings

Economic outlook filled |3
with uncertainty, but
local trends show prom-
ise

Redevelopment legisla- |4
tion may impact Foster
City CDA

Highlights:

o Building permit revenues
generated from the Pil-
grim-Triton site were re-
ceived later than ex-
pected, but well worth the
wait in terms of the final
amounts received.

e Property tax revenues for
FY 2011-2012 are ex-
pected to meet budget
projections based upon
latest information received
from the County Control-
ler’s Office.

e Economic outlook is bleak
at national and state levels;
local economic develop-
ment stands to buffer im-
pact to City long-term.
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General Fund Revenues Finish 3.4% Higher than Prior Year, but 3.1%
Below Budget Projections

Property Taxes ($13.4m) er than forecast due to growth in  budget projections due to fees re-
Property Tax collections were 10% PG&E and cable TV revenues. ceived statewide that were lower
higher than prior year, but fell short ~ Business License Taxes ($598k) than expected.

of budget estimates by $894k (6%)  Business license revenues were with- Interest [/ Rental Income
due to incorrect estimates from the i, $500 of last year, but fell $18k ($1.27m)

spillover of Project Area One CDA (3%) short of projections as anticipat-  Investment income on securities
revenues and appeals granted by the ¢ pysiness growth was not realized. were 32% higher than prior year,
County Assessor. Building Permits / Planning Fees and $71k (30%) higher than budget
Sales Tax ($3.7m) ($1.29m) due to changes in the investment

policy and mix of investments in
the portfolio. The City received
interest on its loans to the CDA in
full. Rental income was 4% higher

Sales tax collections were 6% below Building permit fees finished 53%

last year as was expected ‘in original higher than the prior year, but was
forecasts, yet $20k (1%) higher than || $230k (25%) short of original

current year projections. imari
: forecast, dl'.le primarily to thg dela.yed than prior year, and $35k (4%)
Transient Occupancy Tax  plan submittal of the Pilgrim-Triton .
. ; higher than budget.
($1.3m) project (see page I). Planning and

TOT revenues were 14% higher related fees finished the year 69% Recreation Programs ($1.07m)

than prior year, and $201k (17%) higher than the prior year and $110k  Recreation revenues were 2% high-
higher than budget estimates due to ~ (23%) higher than budget due to er than last year, but still finished
strong occupancy rates. commercial development. $69k (6%) below budget projec-
Franchise Taxes ($1.1m) Vehicle License Fees ($2.53m) tions. Revenue quality improved

from the prior year, but still are

i % hi VLF fees were 1% higher than last .
Franchise taxes were 7% higher o Nig not meeting revenue targets.

than prior year, and $78k (8%) high-  Y€ar, but finished $218k (8%) short of

Revenue Collections Year End Results
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General Fund Expenditure Trends -

At the end of the year, General
Fund departments realized 5.0%
savings versus what was appropriat-
ed in the budget due to planned or
expected salary savings and careful
management of budgeted resources.
Savings by department is explained
below.

e Council/Board - 5.2% budget sav-
ings due to savings in committee

budgets and lower-than-expected
costs for 4th of July 2010.

e City Manager - 4.4% savings pri-
marily in supplies and services
across all divisions.

o City Clerk - 36.1% savings due to
elimination of Receptionist posi-
tion at City Hall, backfilled with
Clerical Assistants.

o City Attorney - 14.4% savings due
to lower than expected case work.

e Human Resources - 6.1% savings in
various services and supplies

e Finance - 27.1% savings due to
online utility billing costs deferred
to FY I'1-12.

e Parks & Recreation - 3.5% savings
resulting from unfilled positions
and careful management of mainte-
nance supplies in the Parks pro-
gram.

e Police - 2.8% savings due to un-
filled positions, net of managing
costs from increased PERS rates.

e Fire - 0.2% savings, costs managed
to absorb increased PERS rate.

e Community Development - 17.5%

General Fund Expenditure Savings

Comparison to Budget

savings realized from salary savings
and General Plan costs deferred to
FY 11-12.

e Public Works - 12.9% savings from
unfilled positions and careful man-
agement of contractual services
and maintenance supplies budgets.

e Library - no savings as library sup-
port costs were established before
budget was adopted.

e Property Tax Admin - 2.5% savings
based upon the original property
tax estimate from the County.

e Special Recreation - 10.2% savings,
with the Special Events, Youth
Contract Classes, Adult Sports
and Advertising divisions contrib-
uting towards the largest percent-
age savings.

20
15

% of Budget

Council Support Parks & Police Fire

/| Board Depts Rec
Financial Issues Watch List for FY 2010-2011 and 2011-2012

As the City enters a new fiscal year,

there is renewed concern over the

national and state economic forecast,

for which fiscal policy and economic
trends could have an impact at the

local level. Yet there are also coun-

terbalancing positive trends occurring

in Foster City that are being tracked
in the new year.

Economic Outlook
The 1lth hour action by the federal

government to increase the debt

ceiling led Standard & Poor’s to
downgrade US Treasury securities to
AA+, which set off a rollercoaster
reaction by the stock and bond mar-

kets. The DJIA fell by 5% in one month
before recovering all but 2% of that
decline by 9/12/11. Bond markets are
at all-time lows for 2-, 5— and 10-year
Treasuries, which negatively impact the
City’s investment portfolio, but have a
positive impact on homebuyers’ ability
to obtain low-interest financing. Con-
sumer confidence plummeted in Au-
gust as unemployment remains high.
The President has proposed a job stim-
ulus package that will be debated in
Congress and whose short-term im-
pacts to get people back to work is
uncertain. And there is renewed spec-
ulation about the potential for a

1E]II- II [

Public Prop Speclal

Works Tax Rec

“double-dip” recession that did not
manifest itself last year. The City’s
view remains consistent that economic
growth will continue to be suppressed
until people get back to work and gen-
erate disposable income that allow real
estate prices and sales tax revenues to
rise.

Local Economic Development

The Pilgrim-Triton Project Phase | is
under construction. The City received
over $| million in building permit reve-
nues for the construction of that pro-
ject. In addition, Gilead Sciences con-

(Continued on page 4)
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City of Foster City

Financial Services Department
Steve Toler, Finance Director
610 Foster City Blvd.
Foster City, CA 94404

Phone: 650-286-3214
Fax: 650-286-2514
E-mail: SToler@fostercity.org

Trends Affecting Non-
General Fund Activities

(Continued from page 1)
thetic turf projects.

e CDA-Related Funds - see story on
page 4.

Capital Projects Fund

e Earlier-than-anticipated park-in-lieu
fees from Pilgrim-Triton help the CIP
fund finish $2 million higher than fore-
cast.

Enterprise Funds

e Water Revenue - Reserves finish
$500,000 behind expectations due to
low water sales, impact will be ab-
sorbed in [0-year rate model next
year; rebate program seeded with
$630,000.

e Wastewater Revenue - Reserves finish
$500,000 higher than expected due to
expenditure savings in lift station CIP.

Internal Service Funds

e Total ISF funds exceeded forecast by
$1 million.

CDA Funds

e Project Area One - reached its tax
increment cap, with assets transferred
to PIRA and AHRA agreements (see
story on page 4).

e Marlin Cove - completed the year with
reserves $66,000 higher than expected
due to expenditure savings.

e Hillsdale/Gull - completed FY 10-11
with reserves $270,000 higher than
anticipated due to expenditure savings.

Financial Issues Watch List

(Continued from page 3)

tinues to move forward with their
plans for lab facilities. Other develop-
ers and property owners in the com-
mercial areas north of SR-92 have
indicated near-term plans for devel-
opment. Also, the City will be select-
ing a developer for the |5-acre site
adjacent to City Hall by the end of
201 1. All of these projects bode well
for Foster City’s long-term economy,
especially in terms of one-time per-
mit fees and ongoing property and
sales tax revenue from these pro-
jects.

Property Tax Revenues

Initial estimates based upon the
County’s property tax assessment
rolls would appear to indicate that
Foster City will achieve its projected
property tax revenues for FY 201 1-
2012. Assessment appeals were
granted in some cases, but only to
the extent of roughly 15% of what

was requested. A final estimate of
property taxes will be received from
the County in late October.

Sales Tax Revenues

4Q 10/11 appears to have finished
strong in terms of sales tax revenues.
However, the economic uncertainties
indicated above will need to be
watched closely, as will the activities of
the top 25 sales tax producers that
generate over 80% of the City’s sales
tax revenues.

Transient Occupancy Tax

TOT revenues for FY 10-11 finished
17% higher than expectations, and 4%
higher than the previous year. Measure
P, which would increase the City’s
TOT rate from 8% to 9.5%, will be
decided upon by voters on November
8. Majority approval of that measure
will generate an estimated $250,000 in
additional TOT per year starting on
January 1, 2012, which was not includ-
ed in budget estimates.

State Legislation Killing Redevelopment May Impact
Foster City’s funding affordable housing, capital projects

In adopting its FY 11-12 budget, the
State Legislature passed ABx| 26
and ABxI| 27 that terminates rede-
velopment agencies, but provides for
“optional” continuation through the
“voluntary” payment of tax incre-
ment revenues to the State starting
in FY 11-12. If Foster City were to
continue, it would have to pay the
State nearly $6.1 million in FY [1-12,
yet will only collect $885,000 in tax
revenues in that same year. This
legislation was challenged by the re-
development agencies and cities and
is currently being heard by the Cali-
fornia Supreme Court. The out-
come of this legislation and its ulti-
mate impact on Foster City is unde-
termined at the present time. How-
ever, there are two specific funds
that are at-risk depending upon the
outcome of this legislation:

¢ Affordable Housing Reimburse-
ment Agreement - the wind-down
of Project Area One left $19 mil-
lion in unspent reserves dedicated
to affordable housing projects
(originally estimated to be $17.5
million)

¢ Public Improvements Reimburse-
ment Agreement - the closeout of
Project Area One left $607,000 in
unspent funds, of which $93,400
has been committed to the design
of the synthetic turf project at Sea
Cloud Park $4.

In addition, over $2.4 million has been
set aside to cover the stipulated pay-
ments owed to the San Mateo Union
High School District through 2016.

The City and Agency continue to
monitor the impact of ABx| 26 and
ABxI| 27, with another update ex-
pected at the end of 1Q 11/12.
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