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CITY COUNCIL STUDY SESSION REPORT 

MEETING DATE:   May 9, 2017                               ITEM NUMBER:    1 

SUBJECT: FISCAL YEAR 2017-18 BUDGET STUDY SESSION  
 
DATE: April 29, 2017 
 
FROM:  FINANCE DEPARTMENT 
 
PRESENTATION BY: STEPHEN DUNIVENT, INTERIM FINANCE DIRECTOR 
 
FOR FURTHER INFORMATION CONTACT: STEPHEN DUNIVENT, INTERIM FINANCE DIRECTOR, 

(714) 754-5243 
 

 
RECOMMENDED ACTIONS: 
 
Provide comments and direction on the FY 17-18 Preliminary Operating and Capital Budget. 
 
 
BACKGROUND: 
 
The FY 17-18 budget development process officially started on December 15, 2016 with a 
kickoff meeting including the City Manager, Finance Department Staff and Department 
Directors and their representatives.  In addition, on March 14, 2017, the Council held a 
special meeting and established priorities for FY 17-18 which are listed in the attached City 
Manager’s Budget Message.  Following those meetings, departments prepared their budget 
requests and submitted them to the Finance Department for review.  Finance Staff prepared 
revenue projections and forecasts, reviewed departmental requests and met with the 
departments to discuss their budget requests.  These meetings were followed by joint 
budget hearings involving the CEO, Finance Department and department representatives.  
Out of these discussions and further meetings, a Preliminary FY 17-18 Budget was 
developed based on Council priorities, City Manager direction, department requests and 
available funds.  The Finance and Pension Advisory Committee had a first high-level look 
at the General Fund budget on April 12, 2017 and will review the budget recommendations 
in more detail after today’s study session.      
 
 
ANALYSIS: 
 
As a quick overview, here is the preliminary budget for FY 17-18 for all funds compared 
to the FY 16-17 adopted budget: 
  



2 

 
Table 1 

Approprations/ Adopted Preliminary
All Funds FY 16-17 FY 17-18 Amount Percent

Operating Budget 120,781,897$   126,526,997$   5,745,100$    4.8%
Transfers Out 7,796,786         8,907,435         1,110,649$    14.2%
Capital Budget 16,057,334       19,567,158       3,509,824$    21.9%

Total 144,636,017$   155,001,590$   10,365,573$  7.2%

PRELIMINARY BUDGET - ALL FUNDS

Increase (Decrease)

 
 
The General Fund provides 91% of the total operating budget for all governmental funds.  
The total preliminary General Fund budget is $124.5 million, an increase of $7.1 million 
or 6.1% from the current year adopted budget.  Part of the increase in the General Fund 
revenue budget is a result of the inclusion of new cost recovery fees: 
 
Measure X Medical Marijuana Business Permit 215,250      
Measure X Conditional Use Permit 275,080      
Measure X  6% Business Tax -             
Fire--Paramedic Fee - Advanced 600,000      
  Subtotal 1,090,330   
Parks & Community Services 200,000      
Fire Cost Recovery 250,000      
Development Services Consultants reimbursement 200,000      
Total Additional General Fund Revenue 1,740,330$  
 
The City Manager’s Budget Message (part on the Budget in Brief attachment) provides 
highlights of the Council priorities and financial and budget policies and how they are 
incorporated into this preliminary budget, a description of the budget preparation and 
balancing process, overview charts of the City-wide budget and the General Fund, a brief 
financial outlook, budget highlights, a recap of reserves and an overview of capital 
improvement projects. 
 
The attached FY 17-18 Operating & Capital Budget in Brief includes additional summary 
charts, analysis of assumptions for and changes in the primary funding sources and expense 
categories, a brief discussion of internal service funds, a review of capital improvement 
project expense trends over the past ten years and a recap of use of fund balances in certain 
special funds.   
 
Regarding Capital Projects, the Budget in Brief also includes a Summary of Requested 
Capital Improvement Projects displaying the 65 requested projects by category and funding 
source.  The far right column indicates the recommended projects.  Nearly half of the FY 
17-18 capital project funds are being used for the reconstruction of Fire Station 1 and the 
Lions Park projects in order to minimize new debt.  The other half of the funds are 
recommended for important street improvements and maintenance, traffic planning and 
operations, and other projects that will be discussed in the study session.  In addition, there 
are many projects in process from the current and prior fiscal years.  These are summarized 
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in the attached CIP Status Report.  The report provides a project description, project status 
and funding detail by fiscal year and source.     
 
The attached Budget Addendum displays recommended changes to the FY 17-18 
Preliminary Budget amounts based on changes that were approved after the budget book 
printing deadline. 
 
Lastly, recommended for discussion is the recommendation to update some existing fees to 
or toward full cost recovery and the possibility of establishing new cost recovery fees for 
Parks and Community Services programs and for various Fire fees.  The Parks and 
Community Services Department has seen an increase in participation in its recreation and 
park programs and offerings over recent years.  This increase in participation has been 
welcomed by the department, however it has required an increase in resources, without an 
increase in the budgets associated with these programs.  For example, an increase in staff 
numbers and hours, materials to run the programs, entry fees to some excursions (included 
in the current program fees) and increases in staff salaries.  Therefore, to enable the City to 
maintain the current levels of services provided in these recreation and parks programs and 
expand the programs to enable greater inclusion in recreation and park activities, staff 
propose the carefully considered increases in cost recovery fees.  Department cost recovery 
fee recommendations are presented in Attachment 4. 
 
Fire staff has updated four categories of cost recovery fees with recommendations based 
on the current cost of providing the services.  These categories are Operational Fire Permit, 
Fire System Plan Review & Permit Fees, Building Plan Review for Fire & Life Safety and 
Fire & Life Safety Inspections (Company).   Department cost recovery fee recommendations 
are presented in Attachment 5. 
 
Staff also plans to bring information on current Transient Occupancy Tax and Business 
License Fees to the Finance and Pension Advisory Committee with options for future 
changes to those taxes.    
 
The next steps in the FY 17-18 budget process include the following events: 
 

• May 10, 2017 4:30 p.m.   Finance and Pension Advisory Meeting 
• May 18, 2017 5:30 p.m.  Community Budget Meeting 
• May 22, 2017 6:00 p.m.   Planning Commission 
• May 25, 2017 6:00 p.m.   Parks and Recreation Commission 
• June 20, 2017 6:00 p.m.  City Council budget hearing and adoption 

 
 
ALTERNATIVES CONSIDERED: 
 
Staff considered many options for the use of funds including requested budget increases 
and capital improvement projects.  Options were evaluated and contingency reductions of 
up to $450,000 were prepared in case cost recovery fee updates are not approved.  
Recommended fee increases could be approved in total, in part or not at all.  Recommended 
budget amounts are balanced to estimated available resources.     
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CONCLUSION: 
 
As presented, this proposed budget represents a balanced budget for the coming fiscal 
year without the use of General Fund reserves and provides the highest level of service 
to the community within existing financial resources.  Council consideration and public 
input regarding the FY 16-17 Preliminary Operating and Capital Budget will provide 
valuable information as the City prepares for budget hearings and adoption in June.   
 
 
 
 
 
__________________________   _______________________ 
Stephen Dunivent     Thomas R. Hatch     
Interim Finance Director    City Manager  
 
 
Attachments:  
  
1. FY 2017-18 Operating & Capital Budget in Brief 
2. FY 2017-18 Proposed Budget Addendum  
3. CIP Status Report  
4. Parks and Community Services Fees 
5. Fire Fees 

http://www.costamesaca.gov/ftp/council/agenda/2017/2017-05-09/SS-1-Attach-1.pdf
http://www.costamesaca.gov/ftp/council/agenda/2017/2017-05-09/SS-1-Attach-2.pdf
http://www.costamesaca.gov/ftp/council/agenda/2017/2017-05-09/SS-1-Attach-3.pdf
http://www.costamesaca.gov/ftp/council/agenda/2017/2017-05-09/SS-1-Attach-4.pdf
http://www.costamesaca.gov/ftp/council/agenda/2017/2017-05-09/SS-1-Attach-5.pdf

