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ADOPTED
OPERATING BUDGET

CITY MANAGER'S MESSAGE
FISCAL YEAR 2009-10

To: Honorable Mayor, Members of the City Council and Citizens of Moreno Valley

INTRODUCTION

The Adopted Operating Budget consists of operating revenues and expenditures for the
fiscal year beginning July 1, 2009 and ending June 30, 2010. The Adopted Operating
Budget does not include capital improvements. Instead, these are compiled in a
separately issued Adopted Capital Improvement Plan (CIP), which is a multi-year plan
that identifies and prioritizes funding for future capital improvements such as land
acquisitions, buildings, and infrastructure.

The City previously implemented a best practice of utilizing a Two-Year Budget, with the
second year of the budget representing a greatly streamlined process of applying an
inflationary factor to most ongoing expenditure categories. However, in the current
economic environment such an approach is not practical, since all budgeted
expenditures must be carefully evaluated and adjusted to remain within the City’s
revenue constraints. Therefore, the Fiscal Year (FY) 2009-10 Adopted Operating
Budget represents a one-year financial plan developed to provide the highest possible
service levels to the Community over the upcoming fiscal year, given the reduced
revenues that are projected to be available.

During these challenging economic times, the City Council will also be kept apprised of
the City’s financial position through First Quarter and Mid-Year Budget Reviews. This
practice was utilized during FY 2008-09 and will be continued during FY 2009-10 so that
adjustments in staffing and other budgetary resources may be made per Council’s
direction based on the revenues that have been received to date and that are projected
by fiscal year end.



FY 2009-10 ADOPTED OPERATING BUDGET SUMMARY

The FY 2009-10 Adopted Operating Budget includes operating revenues and
expenditures for all City funds and special districts, as summarized below:

FY 2009-10
Fund / Special District Proposed Budget
General Fund $83,446,800
Community Services District (CSD):
Zone A — Parks and Community Services 8,578,600
Zone L — Library Services 2,122,200
Other CSD Zones 14,550,700
Redevelopment Agency 12,576,300
Special Revenue Funds 28,052,800
Enterprise Funds 15,560,900
Equipment Replacement Fund 406,100
Debt Service Funds 9,495,400
Other Funds 7,356,200
Total City Operating Budget _$182,146,000

ECONOMIC OUTLOOK

The Adopted Operating Budget for FY 2009-10 reflects the continuing economic
recession which began in late 2007. General Fund operating revenues for FY 2007-08
were $8 million less than budgeted and are projected to drop by another $8.4 in FY
2008-09; then continue their decline by another $10.4 million during FY 2009-10. In
response to this significant revenue loss, the City has implemented extensive cost-
cutting measures and staffing reductions, enabling expenditures to remain within the
dramatically reduced revenue levels. A Development Services Reserve of $5.3 million
has also supplemented cost-cutting measures by providing $3 million in FY 2008-09 to
offset Development Services revenue losses and another $2.3 million for this purpose in
FY 2009-10. Use of a deficit reduction planning model has further assisted in identifying
appropriate expenditure reductions while maintaining a sharp focus on public service
even during these challenging economic times.

The continuing problems in the housing sector, the cooling of the manufacturing sector
and, particularly, the cutback in consumer spending have slowed the national economy
considerably. The U.S. Gross Domestic Product (GDP) fell 5.7% in the first quarter of
2009 following a 6.3% decline in the fourth quarter of 2008. Although the rate of decline
is now slowing, GDP fell by another 1% during the second quarter of 2009.

Continuing high unemployment rates are a particular concern since they directly impact
consumer spending and sales tax revenue. Although the national unemployment rate



remains high at 9.4%, it is worse locally with California at 11.9%, Riverside County at
14.7% and Moreno Valley at 17% as of July 2009.

GENERAL FUND
General Fund Revenue Projections for FY 2009-10

During stable economic times, various analytical tools and financial models are used to
develop revenue projections. However, during uncertain economic times such as we
are now experiencing, projections based on historical trends are of little value.
Therefore, in developing the revenue projections for FY 2009-10, staff relied primarily
on current economic data, short-term results since the recession began, and outside
expertise for some of the major revenues such as Sales Tax, Property Tax, and Ultility
User’s Tax.

Revenue Highlights and Assumptions for 2009-10

To understand the underlying strengths and weaknesses of the City’s major revenue
sources for FY 2009-10, the following highlights and growth assumptions for the
General Fund’s major revenue sources are presented below.

Utility User’s Tax (UUT) is currently the General Fund’'s largest revenue source,
representing 18% of total revenue. Historically, it has also been the most stable
revenue source. Prior to FY 2007-08, UUT experienced an average growth rate of 13%
over the previous four years. With the increase in foreclosures in residential housing,
combined with commercial vacancies, UUT revenue is expected to decrease by 2.3%,
from a projected actual of $15.3 million for FY 2008-09, to $14.9 million for FY 2009-10.

Property Tax in-Lieu of Vehicle License Fees (VLF) used to be the General Fund’s
largest revenue source. However, due to declining property values, this revenue source
has fallen and will continue to do so next fiscal year. It is projected to be $14.1 million
for FY 2009-10, representing 16% of total General Fund revenue.

Property Tax, which is the General Fund’s third largest revenue source, is projected to
be $11.7 million in FY 2009-10, representing a decrease of $2.2 million from FY 2008-
09. At this level, it will comprise 14% of total General Fund revenue. This decline
coincides with the decrease in projected Property Tax in-Lieu of VLF. Information
received from the County Assessor is that overall assessed valuation in the City will
decline by 17% next fiscal year versus this fiscal year.

Sales Tax, including Property Tax in-Lieu of Sales Tax, which was created as a
result of the State’s “triple flip”, is projected to be $9.7 million in FY 2009-10, comprising
11% of total General Fund revenue. Sales tax is projected to decrease by 7%,
attributed to the current economic conditions affecting consumer spending.
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Franchise Fees are projected to be $4.4 million in FY 2009-10, with a modest decrease
of $120,000 from the FY 2008-09 projected actual level. This represents 5% of total
General Fund Revenue.

Investment Income is projected to be $4.3 million, or 5% of General Fund revenue.
This represents a $1.2 million reduction compared to the projected actual for FY 2008-
09. The reduction is based on declining investment yields.

Development Services revenue is projected to be $4.1 million, representing 5% of
General Fund revenue. Compared to FY 2008-09, this projection represents a decline
of 39%, reflecting the slump in residential and commercial development. Historically, it
has been the General Fund's most volatile revenue source, growing to nearly $13
million in FY 2006-07 before starting its current decline.

Parking Control Fees are estimated to be $1.2 million for FY 2009-10 with minimal
growth over FY 2008-09. The estimate is based on the expected number of citations to
be issued in FY 2009-10.

Fines and Forfeitures are projected at $1 million for FY 2009-10. For the past three
years this revenue has remained at the same level.

Gross Receipts Tax is projected to be $0.9 million in FY 2009-10, representing a 9%
($93,500) reduction from FY 2008-09, due to the economic recession.

Shown below are the FY 2009-10 General Fund major revenue projections, along with
current year budget and projected actuals, as well as the actual revenues received the
past two fiscal years.

Revenue Source FY 06-07 FY 07-08 FY 08-09 FY 08-09 FY 09-10
Actual Actual Budget Projected Budget

Property Tax In-Lieu  ¢44 150 000  $16,728.600 $17,400000 $16,791,078  $14,100,000

of VLF

Utility Users Tax 15,463,291 15,186,616 16,500,000 15,320,000 14,970,000
Property Tax 14,022,135 14,361,253 14,300,000 13,900,000 11,700,000
Sales Tax 13,116,271 11,694,525 13,000,000 10,465,000 9,735,000
Development Svcs. 12,976,965 9,092,514 8,142,531 6,744,128 4,119,900
Investment Income 6,878,648 7,810,625 5,381,377 5,470,000 4,300,000
Other 6,359,448 7,427,734 5,191,501 5,626,556 4,868,000
Franchise Fees 4,428,443 4,478,698 4,800,000 4,520,000 4,400,000
Parking Control Fees 977,532 1,000,405 1,300,000 1,125,000 1,250,000
Fines & Forfeitures 1,002,690 1,003,467 1,000,000 1,000,000 1,000,000
Gross Receipts Tax 1,315,039 1,111,021 1,000,000 1,000,000 906,500
Vehicle License Fees 943,312 800,667 950,000 400,000 400,000

TOTAL $91,633,774 $90,606,125 _$88,965,400 _§ 82,261,762 _$71,749,400
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The following graph depicts the City’s top six General Fund revenues for the past four
fiscal years along with projections for FY 2008-09 and the FY 2009-10 Proposed
Budget. Vehicle License Fees (VLF) and Property Tax in Lieu of VLF have been
combined since both revenue sources relate to VLF; only the method of payment by the
State has changed so that now most of the VLF is paid in the form of Property Tax.

General Fund Revenue History & Projection
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~B- Utility User's Tax $12,527,514 $13,811,740 $15,463,291 $15,186,616 $15,320,000 $14,970,000
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General Fund Expenditure Projections for FY 2009-10

Following two fiscal years of significant expenditure reductions that were required due to
the dramatic decline in revenues, the FY 2009-10 revenue projections again
necessitated substantial reductions in the General Fund expenditure levels. As a result,
departments were given the following savings targets for their FY 2009-10 budget
submittals when compared to their FY 2008-09 projected actual expenditure levels:

e Development Services budgets: 25%
e Non-Development Services budgets: 20%
e Police & Fire non-contract budgets: 20%
e Programs previously exempted from budgetary reductions: 10%

(Animal Services, Code Compliance, Graffiti Removal)

All departments met their savings targets, as identified above.



The Library’s budget submittal met its 20% savings target; however, achieving it would
have required the Library to reduce hours of operation by 14 hours per week. Due to
this significant public service impact, the Library’s savings target was reduced to 10%
per my direction. As a result, the Library was able to achieve the reduced savings
target with a reduction of only 6 hours of operation per week, which will be scheduled to
minimize the impact on the public.

The overall savings achieved through meeting the established expenditure reduction
targets totaled approximately $5.5 million. A component of this savings will be achieved
by reallocating work assignments and corresponding payroll allocations from the
General Fund to capital projects and other funds with alternative funding sources. In
addition, 17 vacant positions and 30 filled positions (47 total positions) were defunded in
order to meet the savings targets and balance the budget.

As a result of the CalPERS early retirement incentive authorized by the City Council, a
number of filled positions that were defunded represented voluntary retirements rather
than lay-offs. A total of 38 employees opted for the early retirement incentive, with 13 of
these employees charged to the General Fund.) Eligible employees had until June 25,
2009 to retire from the City with this early retirement incentive.

Combined with the previous defunding of 66 positions that were implemented, these
additional position reductions needed for FY 2009-10 brought the City’s total workforce
reduction to 113 positions, representing a 26% vacancy rate in career workforce.
Naturally, staffing vacancies of this magnitude cannot be implemented without service
level impacts which include the following for the upcoming fiscal year:

e Reductions in public counter staffing;

e Slower response times on requests for plan checks and inspections;

e Slower processing of animal intake and adoptions;

e Deferral of maintenance on public facilities and infrastructure;

e Slower response to public and City Council inquiries; and

e Potential impact on internal controls, with greater decentralization of certain
functions.

The following chart depicts the General Fund expenditure history for the last four fiscal
years, along with the FY 2008-09 Projected Actual and FY 2009-10 Adopted Budget
amounts.
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General Fund Expenditure History & Projection
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—&— Public Works $2,417,137 $2,423,956 $2,403,131 $2,971,491 $3,049,971 $2,422,400

Even after two years of significant cost-cutting measures and further budgetary
reductions identified to meet the savings targets of 25%, 20% and 10% respectively, the
Proposed FY 2009-10 Budget still showed a General Fund deficit of nearly $6.3 million
when it was initially submitted for the City Council’s consideration in early June.
However, the Proposed Budget also included recommended solutions to offset this

deficit and bring the budget into balance.

Budget Balancing Solutions

To bring the FY 2009-10 General Fund budget into balance, the following balancing

solutions were adopted by the City Council.

Description

2009-10 Projected Revenue Shortfall
Reinstatement of Planning Commission Stipend
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Proposed Solutions to Overcome Deficit

- Reduce Emergency/Contingency Reserve Requirement
(amounts shown in 1% increments)

14% Reserve = $12.2m $868,800
13% Reserve = $11.3m 868,800
12% Reserve = $10.4m 868,800
2,606,400
- Public Safety (additional proposed savings)
Police Contract Contingency (0.5%) 182,000
Police Contract Savings 811,000
Fire Contract Savings 961,800
1,954,800
- Negotiated Labor Savings:
10% Pay Reduction (4/9 36-hour work schedule) 1,361,800
Suspension of Merit Increases 160,300
1,522,100
- City Attorney Departmental Savings 134,000
- Additional Departmental Program Savings 80,600
NET $0

Following is a brief discussion regarding the budget balancing solutions shown above
which were adopted by the City Council.

Reduce Emergency/Contingency Reserve Requirement

Per City Council policy, a General Fund reserve for emergencies and contingencies has
been established at 15% of the current fiscal year's expenditure budget. Since the
proposed General Fund budget for FY 2009-10 has been reduced by approximately
$9.5 million from the FY 2008-09 adopted budget, an additional $1,451,300 is available
for operations without changing the 15% reserve requirement. This amount is included
in the Other Revenue Sources section of the above budget summary. In addition, City
Council approved a temporary reduction in the General Fund reserve requirement to
12%, with the direction that this reserve should be reinstated back to the 15% level as
soon as the economy improves such a replenishment of reserves is possible.

Public Safety Savings

In addition to meeting their 20% non-contract savings target, the Police Department
achieved additional savings of $401,300 without any public safety impacts. City Council
also approved two other budgetary reductions related to Police operations: (1)
eliminating the 0.5% contract contingency that is currently reflected in the Proposed
Operating Budget; and (2) implementing other contract savings. These two actions
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would save $182,000 and $811,000 respectively. Additionally, the Fire Department can
achieve savings of $961,800 through a combination of CAL FIRE furlough savings (one
day per month as implemented by the State) and schedule changes that would reduce
current staffing levels by four personnel. This savings option was reviewed and
supported by the Public Safety Subcommittee. None of these savings options are
expected to negatively impact essential public safety functions.

Negotiated Labor Savings

Negotiations have been successful with all employee associations in identifying
expenditure reductions to help balance the FY 2009-10 budget, while preserving as
many City jobs as possible. The City Council approved the implementation of a 36-hour
work week (to be generally implemented via a “4/9” 36-hour work schedule) with a
corresponding 10% pay reduction, which would achieve an estimated General Fund
savings of $1,361,800. Suspension of merit increases throughout FY 2009-10 has also
been approved to achieve an estimated General Fund savings of $160,300.

City Attorney’s Office Savings
With the recent retirement of the City Attorney, budgetary savings were achieved to
meeting the City Attorney’s Office savings target of $134,000.

Departmental Program Savings

As the final component in achieving a balanced budget, additional program savings of
$80,600 were implemented in various program areas without significantly impacting
operations or service levels.

State Budget Crisis

The State of California’s adopted budget for FY 2009-10 included the implementation of
the fiscal emergency “borrowing” provisions under Proposition 1A (2004) which resulted
in nearly $2 billion in property tax takings from local government agencies. The City of
Moreno Valley’s share of this property tax transfer to the State is $3.0 million, with 2.7
million coming from the General Fund. As a result of this property tax transfer, Moreno
Valley has to forego this revenue for FY 2009-10, with the State not obligated to repay it
for three years. To backfill the loss of this property tax revenue, a loan of $2.7 million
was authorized by the City Council from the Equipment Replacement Reserve to the
General Fund.

Subsequent to the State’s action to “borrow” property tax revenues from local
governments, California Communities, a joint powers authority (JPA) sponsored by the
League of California Cities and the California State Association of Counties (CSAC),
announced plans to launch a securitization program that is intended to replace 100% of
the property tax funds “borrowed” by the State. City staff will be closely monitoring this
program and presenting a recommendation to the City Council once program details are
released and evaluated.
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OTHER KEY FUNDS
Community Services District (CSD) Zone A - Parks & Community Services

This fund accounts for the administration and maintenance of the Parks & Community
Services facilities and programs. The majority of the revenues for this fund comes from
Property Tax and parcel fees. Other sources of revenue include recreation fees for
various classes & programs offered to residents and non-residents alike. The fund also
receives rental income for the use of the City ball fields, the City golf course, the
Conference & Recreation Center, the Senior Center, and the Towngate Community
Center.

FY 2008-09 FY 2008-09 FY 2009-10
Operating Category Budget Projected Budget
Beginning Balance $1,331,003 $1,331,003 $896,529
Revenues 9,708,587 8,773,209 9,031,045
Expenditures (10,133,251) (9,207,683) (8,578,563)
Ending Balance $906,339 $896,529 $1,349,011

Adopted Budget Issues:

Park Ranger/Maintenance Programs

The Park Ranger/Maintenance programs are currently understaffed by two Ranger
positions and two Maintenance Worker positions. In conjunction with budget adoption,
the City Council approved the hiring of one (1) full-time equivalent (FTE) Ranger and
three (3) part-time laborer positions to replace the vacancies. This resulted in a savings
of $168,000.

In addition, the Public Safety Subcommittee recommended that Parks & Community
Services work to create a Ranger Volunteer Program to add additional presence at the
park sites and to supplement the work of the Rangers.

Child Care Grant Program

City Council approved the conversion of the Child Care Program Manager position from
a 90% full-time equivalent (FTE) to a 100% FTE, with full-time benefits. Additional costs
for this position conversion are $13,800.

Community Services District (CSD) Zone L - Library Service Fund

This fund accounts for the operations necessary to process and administer the Library
service program. The major funding for this fund comes from Property Tax. Other
revenue sources for CSD Zone L are library fees and fines, inter-library book loans,
library donations, and State grants.



FY 2008-09 FY 2008-09 FY 2009-10
Operating Category Budget Projected Budget
Beginning Balance $108,470 $108,470 $55,620
Revenues 2,291,068 2,265,318 2,157,915
Expenditures (2,365,847) (2,318,168) (2,122,219)
Ending Balance $33,691 $55,620 $91,316

Adopted Budget Issue:

In conjunction with budget adoption, the City Council approved the use of Moreno
Valley Foundation’s Donation Fund to purchase additional books for the Library in the
amount of $75,000.

State Gasoline Tax Fund

This fund is used to account for the City’s share of State gas tax revenue restricted for
street improvement and maintenance. The revenue is apportioned under the Streets
and Highways Code of the State of California. The main revenue source for this fund
includes the City’s allocation of the State’s Highway Users Tax.

FY 2008-09 FY 2008-09 FY 2009-10
Operating Category Budget Projected Budget
Beginning Balance $522,156 $522,156 $522,158
Revenues 4,692,258 4,471,710 3,545,175
Expenditures (4,593,736) (4,471,708) (3,488,805)
Ending Balance $620,678 $522,158 $578,528

Electric Utility

This fund is used to account for the operations of the City’s electric utility. Its basic
purpose is to purchase and distribute electricity to customers in the City’s newly
developed areas under the “Greenfield” concept. The City began serving its first
customers in February 2004.

The main revenue source for this fund is derived from charges for services rendered to
customers of the City’s electric utility for the generation and distribution of electricity in
the City’s newly developed areas.

FY 2008-09 FY 2008-09 FY 2009-10
Operating Category Budget Projected Budget
Beginning Balance $12,806,041 $12,806,041 $11,777,989
Revenues 14,156,157 12,925,818 15,587,902
Expenditures (13,355,439) (13,953,870) (15,560,953)
Ending Balance $13,606,759 $11,777,989 $11,804,938
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Community Redevelopment Agency of the City of Moreno Valley (RDA)

This fund’s purpose is to prepare and carry out plans for the improvement, rehabilitation
and redevelopment of blighted areas within the City of Moreno Valley. California
Redevelopment Agencies receive the “increment” in increased tax revenue due to
increased property value within areas designated as redevelopment areas.

In July 2009, the California State Legislature passed, and the Governor signed,
Assembly Bill 26 4x (“AB 26 4x”) as part of the State budget package. AB 26 4x
provides for a $2.05 billion “take away” of redevelopment funds, which will be deposited
into the County Supplemental Education Revenue Augmentation Fund (SERAF): $1.7
billion in FY 2009-2010, and $350 million in FY 2010-2011. The Redevelopment
Agency’s share of the SERAF for FY 2009-10 is projected to be $5.25 million. The
Redevelopment Agency intends to fund the SERAF payment using available fund
balance.

FY 2008-09 FY 2008-09 FY 2009-10

Operating Category Budget Projected Budget
Beginning Balance $32,292,144 $32,292,144 $34,097,591
Revenues 12,940,725 12,904,790 12,997,775
Expenditures (18,848,525) (11,099,343) (12,576,287)
State “take away” -- -- (5,250,000)
Ending Balance $26,384,344 $34,097,591 $29,269,079

SUMMARY

In summary, the 2009-10 Operating Budget is the most challenging budget the City has
faced in many years. Following two years of significant budgetary reductions, City
departments are to be commended for identifying further and substantial budgetary
reductions to enable the City to maintain essential functions with greatly diminishing
revenues. However, it should be emphasized that some significant service level
impacts cannot be avoided in FY 2009-10, considering the workforce reduction of 113
positions (66 positions previously defunded; 47 positions defunded in conjunction with
the FY 2009-10 budget adoption), representing a vacancy rate of 26% of the City’s
career workforce.

In addition to the difficult issues that had to be addressed in balancing the FY 2009-10
Operating Budget, the City now faces additional financial pressures resulting from State
actions to borrow property tax funds and seize Redevelopment Agency funds. As
significant as these actions are, they unfortunately may not be the last actions impacting
local governments to be taken by the State this fiscal year. The State’s inability to solve
its underlying financial problems has created ongoing uncertainty for local government
agencies, as the State has demonstrated a consistent pattern of taking funds from local
government to address their budgetary shortfalls.
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In closing, | would like to express my sincere appreciation to all City Departments for
their help in developing the necessary budget reductions and staffing plans needed to
formulate a responsible financial plan for delivery of services to Moreno Valley's
residents and businesses for the upcoming fiscal year. | want to personally thank the
Budget Review Committee for their focus, time commitment, and teamwork over the
past few months.

Finally, | want to thank the Budget Preparation Team for their efforts in preparing a
comprehensive budget document to communicate to the City Council and the citizens of
Moreno Valley the City’s financial plan for the upcoming fiscal year.

Budget Review Committee

Robert G. Gutierrez, City Manager

Betsy Adams, Assistant City Manager

Rick Hartman, Deputy City Manager

Steve Elam, Financial & Administrative Services Director
Cynthia Fortune, Budget Officer

Budget Preparation Team

Cynthia Fortune, Budget Officer

Edith Houser, Financial Operations Division Manager
Brooke McKinney, Treasury Operations Division Manager
Dolly Gonzales, Principal Accountant

Patrick Beckner, Treasury Programs Supervisor
Carol Vasquez, Payroll Supervisor

Mary Ann Smith, Senior Accountant

Carole Rapp, Accountant I

Tammy Brooks, Senior Administrative Assistant
Marylou Antero, Accounts Payable Supervisor

Jim White, Accounting Technician

Claudia Contreras, Accounting Assistant

Jackie Lankhorst, Accounting Assistant

Nancy Williams, Accountant |

Jeremy Hamilton, Accounting Assistant

Kathy Gross, Executive Assistant |

Michelle Dawson, Assistant to the City Manager
Meleisa Mendonca, Senior Graphics Designer

Rob Roseen, Cable TV Producer

Respectfully submitted,
Robert G. G erre%
City Manager
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CITY OF MORENO VALLEY

Executive Staff

City Manager

Assistant City Manager

Deputy City Manager

Interim City Attorney

City Clerk

Community Development Director
Economic Development Director
Financial & Administrative Services Director
Fire Chief

Human Resources Director

Library Services Division Manager
Parks & Community Services Director
Police Chief

Public Works Director/City Engineer

Robert G. Gutierrez
Betsy Adams
Rick Hartmann
Robert Hansen
Jane Halstead
Kyle Kollar
Barry Foster
Steve Elam
Steve Curley
Chris Paxton
Becky Guillan
Michael McCarty
John Anderson

Chris Vogt



City of Moreno Valley
Budget Process

The budget process for the City of Moreno Valley generally begins in December each year with a
kick-off meeting. The City Manager outlines the goals and directives for the development of the
upcoming budget. Budget parameters are provided to the departments based on a preliminary
revenue forecast and current economic conditions. The Financial & Administrative Services
Department distributes the budget calendar, instructions, forms, and budget worksheets to the
departments. The Financial & Administrative Services Department, along with the Public Works
Department, coordinates the equipment replacement requests. Public Works coordinates the
capital improvement project requests.

After the departments have input their budget requests, the Financial & Administrative Services
Department reviews, analyzes, compiles the data, and calculates the total expense budget
requested, as well as refining revenue estimates for the upcoming fiscal year. The Budget Review
Committee then holds budget meetings to review departmental submittals. Subsequently, the City
Manager provides direction to finalize the proposed budget and the Financial & Administrative
Services Department prepares the proposed budget document reflecting the City Manager's
direction. The City Manager submits the proposed budget to City Council and a public hearing is
held. The Council conducts several budget study sessions and/or budget deliberations. City
Council then adopts the budget prior to the beginning of the fiscal year.

After the budget is adopted, the Financial & Administrative Services Department integrates the
budgetary data into the City’s financial system at the beginning of the fiscal year. Financial reports
are available on-line to the departments to monitor budget performance throughout the year. A
monthly financial report is also prepared by the Financial & Administrative Services Department
each month, analyzing budget-to-actual results. This report is reviewed with the City Manager and
executive staff; then distributed to departmental management.

First Quarter and Mid-Year Budget Reviews are presented to the City Council to review budget-to-
actual results for both revenues and expenditures. The Mid-Year Budget Review also includes a
fiscal year-end projection such that adjustments in staffing and other budgetary resources may be
made per Council’s direction. Appropriation adjustments requested by departments are also
considered during the Mid-Year Budget Review.

Budget Amendments: Supplemental appropriations requested during the fiscal year, when
necessitating the use of reserves/fund balance, require approval by the City Council.
Supplemental appropriations requested during the fiscal year with offsetting revenues and budget
adjustments between funds and departments are approved by the City Manager throughout the
fiscal year.

Basis of Budgeting: The City uses the modified accrual basis in budgeting governmental funds.
As such, obligations of the City, including outstanding purchase orders, are budgeted as
expenditures and revenues are recognized when they are both measurable and available to fund
current expenditures.

The City has an enterprise fund for its Electric Utility. The City also utilizes internal service funds
for its facilities, technology services operations, and for its insurance and liability programs. The
budgets for the enterprise and internal service funds are prepared on a full accrual basis, with
expenses recognized when incurred and revenues recognized when due the City.

Budgetary Data: Annual budgets are legally adopted for all funds on a basis consistent with
generally accepted accounting principles.

The following Flow chart depicts the City’s annual budget process.
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City of Moreno Valley Financial Structure

DEPARTMENT

DIVISION

BUSINESS UNIT

OBJECT CODE

*Council adopts the Citywide Operating Budget at the FUND Level.



The City of Moreno Valley’s financial system is organized around a structure that is
commonly found in most public agencies, as described below.

FUND

Each Fund represents a self-balancing group of accounts and a balance sheet that
allows for the proper segregation of the City’s financial resources.

For example, the General Fund accounting structure accumulates and tracks funds
collected for the purpose of providing services that fulfill the general government role of
the City. These services include essential public safety functions of Police, Fire and
Animal Control, as well as the central administration functions of the City Council, City
Manager’s office, City Attorney’s office, City Clerk’'s office, Human Resources
Department, and portions of the Financial & Administrative Services Department.

DEPARTMENT

The functions carried out by the City are organized by Department. The leadership and
staff assigned to each department are charged with carrying out these assigned
functions.

The City’s Departments/Offices are listed below:

City Council Office

City Manager’s Office

City Attorney’s Office

City Clerk’s Office

Community Development Department
Economic Development Department
Financial & Administrative Services Department
Fire Department

Human Resources Department

Library Services Department

Parks & Community Services Department
Police Department

Public Works Department

DIVISION

In certain instances, functions carried out by a particular department are numerous and
diverse. In these instances, leadership within a department is further organized by
divisions as reflected in the City’s organization chart on page 1.



BUSINESS UNIT

The Business Unit is used within the City’s financial system to identify a division or
program area within a department. A department can have one or more cost centers
assigned to it in order to capture costs for each separate function.

OBJECT CODE

The basic unit of the City’s financial system is the object code. Its purpose is to provide
a means of separating each type of cost from another.

The City of Moreno Valley maintains this type of formal structure to maintain
accountability over the assets and other financial resources for which it has control.
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