CITY OF COSTA MESA
FINANCE DEPARTMENT
INTEROFFICE MEMORANDUM

TO: CITY COUNCIL

CC: FINANCE AND PENSION ADVISORY COMMITTEE
FROM: CAROL MOLINA, FINANCE DIRECTOR

DATE: FEBRUARY 25, 2025

SUBJECT: FY 2024-25 FIRST QUARTER FINANCIAL REPORT

City Council adopted the FY 2024-25 Budget on June 4, 2024, with approved General Fund
revenues of $189.9 million and expenditures of $189.9 million, a fully balanced budget without the
use of reserves or American Rescue Plan Act funds. The First Quarter Financial Report
summarizes the City’s financial position for the fiscal year through the first quarter ending

September 30, 2024, and presents an analysis related to key General Fund revenues and
expenditures by category.

ANALYSIS:

The purpose of this financial report is two-fold. First, it ensures that the City is consistently
monitoring its revenues and expenditures to be able to proactively respond to unanticipated

changes. Second, and equally important, these reports continue to increase the transparency of
the City finances.

This report is an unaudited financial statement and the results provided are the most up-to-date
information available at a point in time and compare actuals to the amended budget. Revenues
and expenditures for the fiscal year are finalized at the end of the annual year-end financial audit
process. Most revenues and expenditures do not occur uniformly throughout the year; therefore,
we would not necessarily expect to see 25% of the annual budget realized in actual activity at the
end of the first quarter. That measurement is stated in terms of actual revenue or expenditures as
a percentage of the annual budget.

FY 2024-25 General Fund First Quarter Analysis

Overall, the FY 2024-25 First Quarter Financial Report reflects that revenues and expenditures
are consistent with the projections made in the FY 2024-25 Amended Budget. Since a significant
portion of our revenues and expenses do not occur evenly throughout the year, the remaining
months numbers cannot simply be extrapolated to arrive at the full year's amounts. However,
staff utilizes the best information available and historical data to provide an estimate of the fiscal
year end performance. As of September 30, 2024, the General Fund has recorded 8% of the
projected revenues and 32% of budgeted expenditures. These percentages are consistent with
what is expected at this time of the fiscal year.



Revenues

The City continually monitors and adjusts its revenue projections based on revenue performance
and other external market, local, and state level factors that may potentially impact City revenues.
It is important to note that several key revenues are received at different times during the fiscal
year.

Sales and Use Tax was approximately $5.9 million, which represents 3% of the total annual
General Fund revenues budget and reflects only one month of Sales Tax revenues for Fiscal
2024/25. This is the largest revenue category and payments are regularly received by the City
two months in arrears from the State. Sales Tax is correlated to consumer strength and spending,
and therefore subject to economic cyclical impacts as well as potential volatility.

Property Tax was approximately $0.9 million, representing less than 1% of the total General Fund
revenues budget. Property taxes are another significant revenue category and are primarily
received during two periods in the fiscal vyear, November/December/January and
March/April/May. The budgeted property tax revenues for Fiscal 2024/25 are consistent with the
projected increase in overall assessed values of commercial and residential properties in the City.

Transient Occupancy Tax (TOT) was approximately $1.9 million at the end of Fiscal Q1 and
reflects only two months of revenues. The City collects 8% of the room rent charged by a hotel or
motel to tourists occupying a room within the City for a period of less than 30 days and receives
these payments one month in arrears. While hotel prices and occupancy rates have increased
from pandemic levels, TOT revenues are always subject to broader economic impacts as it relates
to consumer discretionary spending on travel.

Cannabis Gross Receipts Tax was approximately $0.6 million at the end of Fiscal Q1 and reflects
only two months of revenues. Measure Q (City of Costa Mesa Retail Cannabis Tax and
Regulation) allows cannabis retail storefront and delivery uses. The City Council voted to adopt a
7% tax on cannabis retail businesses; however, only 6% is deposited into the General Fund. The
remaining one percentage is split evenly between the Cultural Arts Master Plan and the First-time

Homebuyer Program. The City receives these payments from retail storefronts one month in
arrears.

Franchise Fees represent approximately 3.5% of total General Fund revenues adopted budget
and are received from utility companies (electric, gas and cable) and solid waste haulers.
Franchise Fees from utility companies are normally received in April of each fiscal year, while
Franchise Fees from solid waste haulers are received quarterly, between 30-to-45 days at the

close of each quarter. Therefore, at the end of First Quarter 2024-25. no franchise fees have been
received by the City.

As of this writing, it is expected that General Fund Revenues will meet the amended General Fund
budget amounts by fiscal year end.

Expenditures

The expenditure information in this report is reflected by department and represents a snapshot
of the City's expenditures at a point in time. These expenditures include payments,
reimbursements, or transfers between accounts. The City continually monitors and adjusts its
expenditures based on operational needs from departments throughout the fiscal year.



In alignment with the City Council’'s Goal to strengthen the Public's Safety and Improve the Quality
of Life, Public Works completed the Citywide Parkway Maintenance and Street Rehabilitation and
Siurry Seal Project which is part of the annual capital improvement program funded by multiple
funding sources including General Fund revenues.

Summary

Overall, as of September 30, 2024, total General Fund expenditures are $60.8 million,
representing 32% of total expenditure budget. The City continues towards achieving the Council's
goal for long term fiscal sustainability by monitoring and finding ways to improve the performance
of revenues. Moreover, departments continually to prudently spend within budget while
maintaining efficiencies and effectiveness to the benefit of Costa Mesa citizens.



CITY OF COSTA MESA
GENERAL FUND FIRST QUARTER FINANCIAL REPORT
Ending September 30, 2024

FY 2024-25 FY 2024-25 FY2024-25
Adopted Amended 1st Quarter Year End % of
Budget Budget Actuals Projections Amended
REVENUES
Taxes
Property Tax $60,473,546 $60,473,546 $904,925 ! $60,473,546 1%
Sales and Use Tax $81,567,890 $81,567,890 $5,906,830 2 81,567,890 7%
Translent Occupancy Tax $10,136,373 $10,136,373 $1,927,610 10,136,373 19%
Business Tax $940,807 $940,807 $232,528 940,807 25%
Cannabis Gross Receipts Tax $3,517,760 $3,517,760 $696,766 3,517,760 20%
Franchise Fees $6,675,334 $6,675,334 $0 3 6,675,334 0%
Licenses and Permits
Cannabis Business Permits $209 426 $209,426 $14,848 299,426 5%
Other Licenses and Permits $4,499,030 $4,499,030 $1,244,856 4,499,030 28%
Fines and Forfeitures $1,303,176 $1,303,176 $374,396 1,303,176 29%
Use of Money and Property
Golf Course Operations $3,925,073 $3,925,073 $786,537 3,925,073 20%
Other Use of Money and Property $1,435,627 $1,435,627 ($595,328) 1,435,627 -41%
Other Government Agencies $866,086 $866,086 $86,414 866,086 10%
Fees and Charges for Services
Cannabis CUP $206,519 $206,519 $0 206,519 0%
Paramedic Transportation $7,757,157 $7,757,157 $1,942,535 7,757,157 25%
Other Fees and Charges for Services $5,086,848 $5,086,848 $1,649,140 5,086,848 32%
Other Revenues/Transfers In
American Rescue Plan (ARPA) $0 $0 $0 - 0%
Other Revenues $1,208,507 $1,203,507 $143,614 1,208,507 12%
TOTAL REVENUES  * - | $189,894,159 ~ $180.894159 - 15315672 189,894,159
EXPENDITURES 0
Operating Expenditures
City Councll $874,089 $874,089 $265,837 874,089 30%
City Manager $9,594,375 $9,594,375 $2,216,406 9,594,375 23%
City Attorney $1,086,750 $1,086,750 $181,233 1,088,750 17%
Finance $6,073,764 $6,073,764 $1,514,838 6,073,764 25%
Parks and Community Services $9,037,065 $9,037,065 $2,560,832 9,037,065 28%
Information Technology $6,402,558 $6,402,558 $2,191,292 6,402,558 34%
Police Department $61,919,750 $62,130,750 $26,449,030 61,919,750 43%
Fire and Rescue $37,772,922 $37,772,922 $14,384,962 37,772,922 38%
Development Services $9,911,803 $9,931,803 $2,791,971 9,911,803 28%
Public Works $23,659,002 $23,659,002 $5,167,869 23,659,002 22%
- - -Non-Departmental $23,562,076 $24,062,143 $3,039,131 23,562,076 13%
TOTAL EXPENDITURES .~ 189,894,154 $190,626,221  $60,763,403.". 189,894,154
USE OF RESERVES $0 $0 $0 $0
TOTAL YEAR TO DATE DIFFERENCE $5 ($731,062) ($45,447,731) $5
TOTAL FULL TIME EQUIVALENTS (FTE) 601 601 537 °

1 Property Tax receipts, the bulk of which is collected twice per year, around December and May.
2 Sales Tax Is allocated monthly starting in October with a true-up in June.

3 Revenue Budgets for Cannabis related activities will be realigned fo accurately account for Measure Q revenues.

3 Franchise Fees are primarily received in April, Other franchise fees from sofid waste haulers are received quarterly.

4 Total expenditures include a prepayment of CalPERS Unfunded Accrued Liability (UAL) of $29.1 million, of $28.0 million is the General Fund's share.

§ Filled Full Time Equivalents (FTEs) at 524, as of the end of September; does not reflect part time positions.




