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“Our mission is to lead our diverse community and enhance the quality of life in the City
of Hercules, now and in the future. We do this by providing effective, efficient,
responsive, and innovative services with integrity and a culture of transparency.”

VISION STATEMENT

The City of Hercules is a richly diverse community, serving as a major transportation hub and a
prime destination for the Bay Area. It is built on a sound economic and physical infrastructure,
and its residents enjoy public safety, security, well-maintained parks, streets and public
facilities. We conduct our work in an atmosphere of trust and respect. We constantly look for
better ways to deliver services and always strive for excellence.
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CITY MANAGER

David Biggs, City Manager
June 26, 2018
Honorable Mayor and Members of the City Council:

The Budget Plan for FY 2018/19 was adopted by the City Council on June 26, 2018. The General Fund
Budget Balancing Spreadsheet as approved resulted in changes to the base budget to fund high priority
needs both of an on-going and one-time nature. The General Fund operating budget was approved with
a small operating deficit of $126,672, which is before final labor cost increases which are still under
negotiation. Any operating deficit would be covered by reserves if necessary. The City Council did
increase police staffing by one officer and a number of reserves were topped up including increasing our
Reserve for Fiscal Uncertainty to be three months expenditures or nearly $3.8 million. The final form of
the Budget includes the original City Manager Budget Message; updated Decision Packages, updated
Budget Referrals and the final adopted Budget Balancing Spreadsheet.

As detailed in the Budget Balancing Spreadsheet, the City Council adopted all but one of 20 Recommended
Decision Packages; one (1) Alternate Decision Package; the five (5) Fund Balance Decision Packages; and,
Budget Referrals 19-2, 19-3, 19-4, 19-13, 19-14, 19-15, 19-16, 19-17 and 19-18.

This resulted in a General Fund Expense Budget of $19,173,626 and a General Fund Revenue Budget of
$15,063,926. The approved Decision Packages and Budget Referrals have been added into the final form
of the Budget presented.

The 2018/19 Fiscal Year is the first of a two to three-year transition period as we manage increasing costs
until we see enhanced on-going revenues from new development like the approved Safeway which will
start construction in 2019. The prudent use of one-time monies and reserves will enable the City to
effectively manage this transition while sustaining services.

Powid £ fpp2

David C. Biggs

City Manager
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BUDGET PLAN FY 2018-19
CITY OF HERCULES, CALIFORNIA

May 22, 2018
Honorable Mayor and Members of the City Council:

As a community, Hercules is a wonderful place. Neighborhoods spill from the rolling hills which surround
Hercules down to the shores of San Pablo Bay. A network of dedicated open space and wetlands tie the
community together and there is easy access to the employment centers and attractions of the greater
Bay Area. With a number of new and exciting projects on the horizon, the City is well poised to continue
to be one of the most desirable Bay Area communities in which to live and work.

This is due in great part to our dedicated and hard-working City staff. Our employees have been
outstanding contributors, not only during the worst of times, but also as we have emerged from our many
years of financial difficulty. While not great in number, they strive every day to make Hercules a better
place. For that | am very grateful and know that our residents appreciate their efforts as well.

The road to fiscal sustainability for our City of just over 26,000 residents continues to be a sometimes-
difficult route. While we have a great City Council helping to direct us on this journey, the path has some
rough patches now and again and we even run into an occasional detour. Most of these are not of our
making, but come from actions of others like the State of California and regional regulatory agencies, or
are a product of the overall climate in which we endeavor including the general state of the economy and
changes in how people purchase goods and services, including an increasing trend in cutting the cable
cord. These trends see our sales and utility users taxes stagnating or declining pending the development
of new retail or other revenue generating uses on key sites, on which the City is working very hard with
our development partners.

While we were able to eliminate the last of our Great Recession era labor concession for our non-Safety
employees last year by fixing the regular workweek at 38 hours, increasing pension contribution costs are
taking a greater and greater share of our local revenues. The State legislated minimum wage continues to
rise, and there are other unfunded mandates being imposed like how we manage storm water. In
addition, in an effort to encourage the development of additional housing units, we may see an increased
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number of secondary dwelling units added to single family homes under State requirements which have
also limited local control.

The 2018/19 Fiscal Year, which starts on July 1, 2018, will be a year of transition. There are numerous
new developments on the drawing boards which will expand the City’s tax base. The new Safeway and
fueling center at San Pablo and Sycamore will be starting construction in March, 2019, a year later than
planned, and the much-needed sales tax from the project will not begin to flow until the subsequent fiscal
year. Our first hotel is also in the works for the Sycamore Crossing site, though that development is also
out into the future. With no other significant new revenues on the immediate horizon, we are still able to
recommend a lean but balanced budget due to the benefits from an updated Overhead & Cost Allocation
Model which will see the City’s General Fund as the net beneficiary of other operating funds paying a
documented fair share of overhead.

A one-time State grant of $600,000 received in 2016/17 to hire two additional Police Officers is nearly
exhausted and the proposed FY 2018/19 budget assumes we continue to fund these two positions. This
is another of the major transitions in FY 2018/19. We will also continue to fund our over-hire program in
the Police Department as we prepare for anticipated retirements and in an effort to minimize mandatory
overtime for our hardworking Police Officers. In addition, funding is needed to address the increased
minimum wage and to provide our employees with a level of compensation adjustments which may arise
out of upcoming labor negotiations.

The City’s Finance Commission and City Council also now review an updated Five Year Financial Forecast
each spring as we start the development of the proposed budget for the next fiscal year. This year, we
have also included that forecast in the proposed budget to preview what future years might look like. This
new tool, together with our updated Strategic Plan, serve to assist us in navigating the future with the FY
2018/19 Budget being our roadmap for the next 12 months with a balanced operating budget and one-
time revenues being allocated to community and organizational needs and enhancements.

We are fortunate that the City can rely on two voter approved tax measures approved in November of
2015 to sustain our current levels of service. While the City will see an increasing deficit in service levels
as our population grows and we are perhaps unable to add staffing, these measures provide a revenue
stream which stays local and cannot be taken directly by Sacramento. Our Five-Year Forecast is a tool
which we can look to identify what is referred to as service solvency. Much like financial solvency, the
inability to provide the same levels of service in the face of increasing service demands is an important
factor when building a budget.

Constructing a budget begins with a detailed look at revenues expected to be received. A fiscally
responsible budget matches on-going revenues with on-going expenses to the greatest extent possible.
The revenue projections used are based on information available at the time the budget is developed,
together with an evaluation of prior-year’s revenues and any information available in regard to emerging
trends, both positive and negative. In addition, one-time revenues or monies are also identified and are
targeted for one-time or non-reoccurring expenses or to top up reserves. A key guide to the development
of the proposed budget are the City Council adopted Financial Principles & Guidelines.
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The current 2017/18 budget was developed using estimated positive year-end results for FY 2016/17 of
approximately $2.25 million with the actual net results being $2.3 million based on the audit. Most of this
amount was anticipated at the time the FY 2017/18 budgeted was developed and was allocated as part
of that process either as one-time or on-going expenditures as reflected in the Budget Balancing
Spreadsheet for that year. On the expenditure side, actual expenditures in the general fund operating
budget were a net of $3 million lower than the final budget for FY16/17, though this was offset in part by
lower revenues than budgeted. This was due primarily to lower than budgeted healthcare cost increases,
vacant positions in multiple departments, lower legal expenses, lower debt service payments in Finance,
and lower claim payouts. Though some one-time planned projects and activities were not completed and
will still be undertaken, the proposed budget for FY 2018/19 includes modifications in these areas to
capture the surplus and to carry-over any one-time funding.

Once again, the City added to its Fiscal Neutrality Reserve in FY 2017/18 in order to maintain it as an
amount equal to two (2) months expenditures. This is in keeping with the Adopted Financial Principles &
Guidelines. Reserves are important to address cash flow requirements, to provide a buffer during leaner
times, and in the case of an emergency. Each year as part of the budget adoption process, and then again
once the audit is complete and we have closed the prior fiscal year, we evaluate our need and ability to
top up our reserves. We have been able to do so for the last four years on a regular basis.

General Fund Operating Budget

The building of our General Fund Operating Budget starts with the principal of matching on-going
revenues with on-going expenses to greatest extent possible. We continue to hold the line on
expenditures to the best of our abilities and the base budget includes only unavoidable increases in
expenses. One-time funds are identified and recommended to be used for one-time expenditures of a
high priority.

Using the modified FY 2017/18 budget including changes made during the mid-year review in February,
the proposed FY 2018/19 budget is developed incorporating any required increases. Revenues are
updated based on historical trends, information available at the time the budget is prepared, and
projections of key revenues provided by third parties in some instances. These revenue and expenditure
amounts have been updated from the Five-Year Forecast shared with the City Council on March 27, 2018,
and a “first look” at FY 2018/19 revenues and expenditures on April 24, 2018.

The proposed budget is based upon existing staffing levels with no new positions proposed and all
positions assumed to be filled. Staffing cost estimates include scheduled step and merit increases, but no
other adjustments other than a factor for increasing retirement costs and higher medical and other
insurance premiums paid by the City. Significant unavoidable increases in expenses which impact the
proposed General Fund budget include an increase in general liability and workers compensation
premiums; the bi-annual municipal election; and an increase in annual payments for a CalFHA loan.
Another adjustment in FY 2018/19 is the implementation of the City’s new Overhead & Cost Allocation
Model, which while generating more cost recovery for the General Fund from other funds, also has
resulted in a more accurate, though higher, allocation of the Facilities Internal Service Fund costs to all
funds including the General Fund.
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Planned revenues for FY 2017/18 are sufficient to allow for a balanced base budget as described above.
The results generate a small surplus of just over $300,000 when on-going revenues are compared to on-
going expenses. Additions or deletions to the proposed base budget are presented in a series of Decision
Packages. These Decision Packages can address revenues, expenditures, or some combination thereof,
and may make use of reserves or apply one-time available funds to key investments. The City Manager
recommended budget results in a balanced operating budget and strategic allocations of one-time funds,
including setting aside funding to offset future increases to retirement contribution rates. The ability to
fund any on-going costs is very constrained this year and the City is not in a position to meet many of
these needs. One-time funds are available based on the prior year projected operating results and are
recommended to be used for one-time projects or activities, including many deferred facility repairs and
maintenance issues.

Alternate Decision Packages have been developed to afford the City Council with some options should the
City Council wish to substitute for those recommended by the City Manager or should additional resources
become available. As the City Council reviews the proposed budget, asks questions, evaluates public input,
and formulates budget alternatives, these will be presented in the form of Budget Referrals. A final budget
for FY 2018/19 will be based upon the City Council making a final series of selections from the Decision
Packages and Budget Referrals, which when added to the base budget, results in on-going expenditures
not exceeding on-going revenues, plus making use of one-time monies without dipping into reserves. The
City Manager recommended General Fund Decision Packages and Fund Balance Decision packages are set
forth in the attached Budget Balancing Spreadsheet and are detailed in a subsequent section of the
proposed FY 2018/19 Budget.

Fund Balance Recommendations

The City Council reviewed the FY 2016/17 audit initially in February, 2018, with no designations of
available fund balance made at the time of the second review on March 13, 2018. The proposed FY
2018/19 budget process includes a look at what are recommended fund balance designations. Decision
Packages have been developed to make use of current and anticipated Fund Balances for high priority
needs, both as reserve designations (Fund Balance Decision Packages) and for expenditures of a one-time
or not on-going nature.

When the anticipated outcome for the FY 2017/18 fiscal year are added to the audited General Fund
Balance as of June 30, 2017, the net General Fund Beginning Estimated Working Cash Balance as of June
30, 2018, will be an estimated $4.3 million. As we are currently engaged in the meet and confer process
with our employees’ groups, this is before any possible one-time costs associated with future labor
agreements.

As with past years, the General Fund also serves as the source of cash for some funds with deficit cash
balances including funds advanced for grant funded projects, though the impact of grant cash advances
is diminishing as we close out prior year grants and receive reimbursements. However, the General Fund
Beginning Estimated Working Cash Balance continues to allow for coverage of those cash deficits. Decision
Packages which address operational needs are those designated Nos. 1 through 20, both one-time and
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on-going. Fund Balance Decision Packages provide funds for reserves or for the segregation of funds
which flow through the General Fund but which are restricted for certain types of expenditures. These
Fund Balance Decision Packages consist of 5 proposals set forth later in this message.

As with past recommendations, Fund Balance Decision Packages are focused on the City’s long-term
financial well-being. They add to our initial small Capital Projects designation; reserve additional
restricted planning funds; make further contributions towards our limited post-retirement benefit
obligations; and, most importantly, start to set aside monies to offset significant increases in retirement
costs. The City continues to be constrained more from a perspective of having sufficient on-going
revenues to address service needs and employee compensation. One-time monies invested in key areas
can have a positive impact on the City’s bottom line, and can contribute towards the reduction of annual
expenses or increased on-going revenues.

Special Revenues, Enterprise, and Internal Service Fund Budgets

Funds generated for specific activities are credited to Special Revenue Funds as required by law or
accounting requirements and are then utilized to provide those specified services. For Hercules, these
are primarily the City’s Landscape & Lighting District Funds, the Solid Waste Fund, and the Capital
Improvement Project Fund. Enterprise Funds, which operate as a business unit, include the Waste Water
Fund and the provision of sewer services. Development Impact Fee funds collect fees which are paid by
new development to provide infrastructure related to their share of impact and these are also considered
a Special Revenue Fund.

The City continues to be challenged in getting some of the Landscape & Lighting Assessments Districts on
firm financial footing. For the second year in a row, after a mostly unsuccessful effort last year, a
Proposition 218 balloting process is underway in Five (5) Zones in the Citywide District. Having taken the
three years prior to address some of the broader Landscape & Lighting issues, including rebidding the
landscape contract twice, increasing oversight of the landscape contractor, and reviewing utility charges,
this follow-on effort is required to avoid the loss of services in these areas. Most importantly, in four (4)
of the zones, funds would be generated to replace the failing existing hollow-core wood light poles with
new energy efficient streetlights. In addition, annual operating and cumulative deficits would be
eliminated. The proposed budget assumes this effort is successful and with the final public hearing on the
assessment increases and ballot due date being June 26, 2018, the final results will be known in early July.
The cost to replace the aging wood street lights on the City’s major roads are proposed to be funded
through Gas Tax and represents a general contribution to the effort which reduces costs being passed
through to all of the Assessment Districts in the City.

The Storm Water Fund is seeing increased costs due to State mandates. Recycling related revenues from
Richmond Sanitary which flow through the General Fund, and which can be used to address street and
storm water related impacts related to solid waste and recycling, have offset a portion of these increased
costs. However, the Storm Water Fund has returned to an operating deficit. Staff is working to identify
ways to mitigate this and will be presenting options during the budget approval process for the Council’s
consideration.
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A Capital Projects Fund is used to account for grant funded projects of an infrastructure nature. For FY
2018/19, the major grant funded capital project is:

e Sycamore/Palm/Willow Pedestrian Improvements which are on track to be funded with
$1 million in funds through the Contra Costa Transportation Authority

The now under construction expansion of the joint Pinole Hercules Waste Water Treatment Plant is
planned for completion in the 2018/19 fiscal year and represents one of the largest expenditures for the
Waste Water Fund. Other planned improvements will occur to the local collection system in the City and
are also included in the Waste Water Fund budget. The Waste Water operating budget remains status
quo mostly though the new plant coming on-line and may result in some future increase in operating
costs.

information Technology, Equipment Replacement, and Facilities comprise the three (3) Internal Service
Funds. There are no vehicle purchases planned for FY 2018/19 in order to allow this fund to replenish its
balance after a number of years of vehicle replacement.

The recently completed Overhead & Cost Allocation Model update also reviewed the allocation
methodology for the three (3) Internal Service Funds. The FY 2018/19 Budget implements the updated

Overhead & Cost Allocation Model on an initial basis with refinements anticipated in future fiscal years.

Capital Improvement Program Budget

After many years in which funding was constrained, the City is increasing its investment in Capital projects.
The City has already seen increased Gas Tax revenues as a result of the approval of SB 1 which was signed
into law in April of 2017. The additional Gas Tax funds received in FY 2017/18 were utilized to do a major
street maintenance and repair project last summer. A second round of repairs and maintenance to a
variety of local streets is planned for this summer using the full 2018/19 increased gas tax receipts
together with other street funds. This funding is allowing the City to invest in street maintenance on those
streets where repair now will ensure we can avoid the need to completely reconstruct the street.

Deferred maintenance and repair over a number of years is increasing visible in a number of City facilities.
Many of the Decision Packages recommended with one-time funds will address the most pressing needs
and supplement the projects planned through the Five-Year Capital Improvement Program. The Five -
Year CIP included in the proposed FY 2018/19 budget has been updated to reflect completed projects, the
need to shift projects into different years, and to add a new fifth year. The first year of the Five-Year CIP
has been incorporated in the FY 2018/19 Budget as part of the spending plan for that year.

An additional designation of $100,000 of one-time General Fund balance for future capital projects is

recommended, which if approved, will bring the total set aside for Capital Projects to $450,000 and which
is discussed in greater detail under Fund Balance Decision Packages.
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What the Future Holds

Hercules continues on its path to financial sustainability. Matching on-going revenues with on-going
expenses will be our biggest challenge over the next few years. Prudent budgeting and the active
management of expenditures continue to generate what should be considered one-time funding to the
extent we have positive operating results in a given fiscal year. While it may be tempting to dedicate
these one-time resources to on-going expenses in any given fiscal year, those types of decision would
make navigating any economic downturn much more difficult. Hence, the emphasis on sustainable
budgeting with one eye on the future and ensuring resources will be continuing before making on-going
commitments.

One-time funds are being invested in the community to provide for additional reserves, address aging
facilities, and improve infrastructure, and fund projects or activities which would reduce operating
expenses or increase revenues. These investments are also contributors to fiscal solvency in the long-
term.

We have been able to increase our public safety staffing by two positions as of two years ago due to a
grant, and the FY 2018/19 budget continues to fund those positions. Staffing remains constrained in other
areas and it is thanks to our hard-working and dedicated employees that we are able to accomplish so
much. Employees and volunteers do sustain Hercules as a community and allow for the achievement of
so much on a day-to-day basis and in regard to our Strategic Plan. In May, 2018, the City Council reviewed
a status report on what has been done towards meeting the objectives set forth in the 2017 Strategic
Plan. That is attached and provides a good summary of many of the efforts underway to improve the
community and sustain the City of Hercules as a financially viable organization.

Conclusion

Economic Development and projects on the drawing board are vital to the City’s long-term financial
success. A new Safeway to open in 2020; the Sycamore Crossing development with a new hotel; buildout
of the Bayfront; and other commercial and retail sites are what will allow us to support our current service
levels. To the extent these developments provide resources above what is needed to provide current
service levels, we will be able to enhance or preserve services. Matching these new revenues to when we
will be incurring increased costs is the key to future success.

Once again, the proposed Budget is about managing competing demands and making important decisions
in a financially responsible way. There are no easy choices for a small community with a limited tax base,
but Hercules has managed to not only persevere but thrive in many ways. Much progress is being made,
and while we are not able to do everything, Hercules is a better place to live today than in some prior
years.
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My goal as your City Manager is to continue to make forward progress and my recommended budget
allows us to do so in a responsible and forward-looking manner.

Powd €. [0

David Biggs
City Manager
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CITY OF HERCULES
STATEMENT OF FINANCIAL PRINCIPLES AND POLICIES
Adopted December 16, 2015

Establishing certain generalized principles governing the financial affairs of the City is desirable
to guide both the financial management and financial planning for the City. The City of Hercules
is accountable to its citizens, employees, and other stakeholders for the use of public funds and
the best management of resources. These Financial Principles will provide City staff with
guidance in preparing and submitting the annual budget for the City and in the preparation of
financial forecasts. The adoption of certain financial policies is necessary and appropriate to
implement the financial principles and to help ensure financial sustainability and to improve the
City’s credit worthiness and bond rating.

Financial Principles

e Adopt a balanced operating budget by June 30% of each year for the following fiscal year without
using General Fund undesignated fund balances or reserves. The budget thus adopted shall
include expenditures necessary to provide for the well-being and safety of the community subject
to available revenues;

o Fees for services shall be updated annually to recover, as much as possible, the cost of providing
the services and to allow for the impacts of inflation, with fees not exceeding the cost of providing
the service. In some instances, the City Council may elect to not recover the full cost of providing
the service and the City Council shall determine the appropriate cost recovery level of individual
services;

e Revenues in excess of expenditures at the end of a fiscal year shall be applied on a priority basis
to satisfy the general fund reserve requirements, capital projects reserves, capital equipment
reserves, and liability reserves before being appropriated for other uses.

e Current year operating expenditures shall be funded by current year operating revenues;

e Manage the City’s finances as to ensure repayment of debt and improvement in the City’s bond
rating in order to minimize future issuance and interest costs to the City.

¢ Meet all financial reporting requirements in a timely manner and ensure appropriate internal
controls are in place to ensure financial accountability.

General City Financial Policies

o Employees are one of the most important assets of the City and should be compensated at an
appropriate level and commensurately with the City’s ability to pay;
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e Establish, and then maintain, a “minimum reserve” for economic uncertainties equal to one
month’s or 8.33% of expenditures of the current year General Fund budget exclusive of Non-
spendable, Restricted, and Assigned fund balance with a goal of increasing that to two months or
16.66% of expenditures in the future.

e The General fund reserve shall provide for meeting contingency needs, investment earnings, and
shall serve as a cash flow reserve.

e Provide for capital equipment replacement as necessary to achieve greater efficiency and
effectiveness in the City’s operations;

e One-time revenues shall be utilized for one-time expenditures or to enhance reserve funds as
appropriate or necessary;

e The City shall maintain, replace, and improve its infrastructure and the City shall set aside a
reasonable and prudent amount of General Fund monies for capital projects including the repair
of various facilities as part of its annual budget process to the greatest extent possible.

Revenue & Expenditure Policies

e Realistic and prudent estimates of revenues shall be used to maintain financial flexibility;

e Revenue raising alternatives shall be explored as necessary and the City shall pursue grants
available to local government;

e Programs funded through user fees shall be self-supporting to the greatest extent possible or at
a level proscribed by the City Council;

e Full recovery of overhead and internal services from grant and special or enterprise funds shall be
pursued to the greatest extent possible and as permitted by the restrictions associated with each
fund.

Special Revenue, Enterprise, and Internal Service Fund Policies

e The City shall abide by applicable rules and regulations pertaining to the expenditures of special
revenue funds as required by each funding source;

e Enterprise activities shall be programmed to generate sufficient revenues to support the
enterprise’s operations including overhead and internal services, debt service requirements, and
current and future capital needs;

e Special Revenue and Enterprise funds shall adhere to all other applicable fiscal policies of the City.

o Internal Service funds shall be established as appropriate to ensure cost recovery on a fair and
equitable basis;

e Transfers to the General fund from other funds for overhead costs shall be reviewed annually and
conform to the Federal Office of Management & Budget A-97 Guidelines.

Debt Policies

e Debt shall only be incurred for capital improvement projects and only if the project cannot be
funded by recurring or one-time revenues;
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» Proceeds from long-term debt shall not be used for current on-going expenditures;

e Short-term borrowing shall not be used for operating expenditures unless it is a Tax & Revenue
anticipation Note or other short-term cash flow borrowing and shall be limited to repayment in
the same fiscal year;

e The use of the City’s General Fund as security for debt issues should be limited to the greatest
extent possible to capital projects which serve the general benefit for the City.

Forecasting Policies

e The City shall develop and maintain a five to ten year Financial Forecast which shall be updated
two times each year with any unexpected changes in economic conditions or other
circumstances prompting more frequent updates;

e The Financial Forecast should recognize the effects of economic cycles and shall differentiate
between one-time revenues associated with one-time economic activities and revenues
resulting from base economic growth;

e Financial Forecasts shall identify the assumptions used in their preparation and the risks
associated with those assumptions;

e Revenue and expenditure estimates should be prepared on a realistic basis with a target of +/- 2
percent variance from the estimate for revenues and a +/- 1 percent variance for expenditures;

e On-going revenue increases based upon site specific development shall be incorporated using a
realistic estimation of timing and shall not exceed the midpoint of the range of estimated
revenues.
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FY 2018-19

Decision Packages

CARRY OVER FROM PRIOR YEARS

Decision Package #16-1: Record Management [One-Time] - Staffing changes in Administrative Services
has delayed the implementation of this still desirable Decision Package. Expense Increase: $50,000

Decision Package #17-9: Former HMU Customer Lighting Exchange Program [One-Time] — Another
portion of the proceeds from HMU must be utilized to provide energy efficiency improvements from
proceeds allocated to HMU through the State’s Cap & Trade program designed to reduce greenhouse
gasses. Most utilities have passed these funds back to customers in the form of bill credits. However, as
the City of Hercules no longer has a relationship with the former customers, it is proposed that a Lighting
Exchange Program be undertaken which will be offered to those residents and businesses in the former
HMU service territory to exchange light bulbs and fixtures for more energy efficient ones. Expense
Increase: $150,930.

Decision Package #18-8: Community Center Gym Floor Covers [One-Time] — The Community Center gym
is also the main venue for many other activities beyond sports use. The gym floors are wood and require
regularly refinishing and also contribute to poor acoustics, which limits marketability for many events. In
order to protect the wood floors and to enhance the desirability of the space for rentals and special
events, a vinyl gym floor covering system can be purchased which would be used to cover the floors during
non-sports events. This system includes a storage system and rolier for ease of application and removal.
Expense Increase: $14,000.

Decision Package #18-10: Implement a Citywide Cash Receipt System and Training - Implementation of
a City-wide cash receipt system including required equipment and subscription for Enterprise Learning
Plan for Employees for implementation. Expense increase: $25,000.

Decision Package #18-12: Naviline Financial System Upgrade [One-Time] — Upgrade the City’s Naviline
Financial System to the new Plus System and add Trak It Module to improve finance operations and
efficiencies. The City’s financial system has been in place for a considerable period and while a new
enterprise system is desired, the cost to do so is prohibitive. The upgrade of the existing system would
improve usability and operational effectiveness. Expense Increase: $40,000.

Alternate Decision Package #17-1: Hazard Mitigation Plan and Climate Adaptation Strategy [One-Time]
— This ADP was not implemented in FY 2017/18 as approved and recommended for carry-over into FY
2018/19. Expense increase: $40,000.
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General Fund Operating Budget

Decision Package #19-1: Police Department Over Hire [One-Time] — As part of the mid-year budget
review in FY 16/17, the City Council approved funding to do a level of over hiring on the Police Department
in anticipation of upcoming retirements with the goal being to have new Police Officers fully trained and
in place in advance of these retirements. Continuation of this program into the FY 2018/19 fiscal year is
recommended. Expense Increase: $65,000

Decision Package #19-2: Golf Club Fund [One-Time] — Funds remain in the Golf Club Fund which was
established to account for proceeds from local golf tournaments in support of youth activities has an
unexpended Fund Balance of approximately $32,944. Funds were allocated last year for youth programs.
The same level of funding is recommended to be transferred and utilized for FY 2018/19. Revenue
Increase: $11,000 and Expense Increase: $11,000

Decision Package #19-3: Employee Labor Agreements — The City is meeting and confer with employee
groups for new Memorandum of Understanding and pay plans. While negotiations have not yet been
concluded with represented employees, a placeholder for the impact of any changes is recommended for
both on-going and a one-time retention payment. Expense Increase: $502,000 ($221,000 On-Going;
$281,000 One-Time).

Decision Package #19-4: Comprehensive Class & Comp Study Implementation (Classification
Component) —A comprehensive class and compensation study is nearing completion. It is anticipated that
a number of classifications may be recommended to be revised. While the resources may not be available
to fully implement the results of the classification component, the City would have the information
needed to consider a phased implementation of the results. As such, it is recommended that an initial
amount of funding be set-aside to be applied to this effort. Expense Increase: $60,000.

Decision Package #19-5: Library Extra Hours Funding — Last year the City Council agreed to fund additional
library hours based on a cost proposal from the County Library through which they enabled the restoration
of Sunday hours for a cost of $44,782. The Friends of the Library committed to provide $13,000 a year for
the next three years (3) to cover part of the costs. On that basis, the net cost to the City for FY 2017/18
was $31,782. The County Library has advised that the cost for these extra hours for FY 2018/19 will be
$40,917. Applying the second year of Friends funding of $13,000 would result in the City’s costs for FY
2018/19 being $27,917 which has been included in the FY 2018/19 budget. The Council may elect to
continue to provide a contribution of $27,917, at a higher level if more hours are desired, or may
discontinue making a contribution.

Decision Package #19-6: Fire Station Driveway Repair [One-Time] — The driveways at the City owned and
maintained Fire Station are cracked and broken. Approximately 3,800 square feet of rebar reinforced
concrete needs to be replaced. Expense Increase: $0.

Decision Package #19-7: Paint Senior Center Exterior [One-Time] — The exterior of City Hall will be
painted this summer as approved in General Fund Balance Decision package 18-8. The Senior Center also
needs to be painted with an elastomeric paint which will provide a new color surfacing and will seal cracks
to prevent leaks. Expense Increase: $20,000.

Decision Package #19-8: Re-establish Traffic Enforcement Program — In an effort to be proactive and
reduce traffic related violations as well as collisions, it is proposed to reinstate a Traffic Officer designation
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in the Police Department. An existing Police Officer has been designated as the Traffic Officer on a trial
basis and approval of this Decision Package will provide for an officer to be dedicated to Traffic
enforcement and will provide an additional career opportunity to a sworn officer. Expense Increase:
$5,000.

Decision Package #19-9: Re-establish Detective Sergeant Position — Prior to cutbacks, the Police
Department had a Sergeant assigned to both Administration and Detectives. These positions were
combined and the oversight of the two divisions has become difficult for one Sergeant. Upgrading an
existing Police Officer position to Detective Sergeant which will oversee investigations and evidence team
management will allow for more proactive case investigation. The Administration Sergeant will focus on
managing support personnel, records, training, and evidence. Expense Increase: $11,000.

Decision Package #19-10: Samara Terrace Improvements [One-Time] — Upgrades to flooring, lighting,
crown molding, painting and window coverings would greatly enhance the Van Domselaar Room in
Samara Terrace. This would allow another space for Parks & Rec offerings in addition to enhance use of
the room through facility rentals. Expense Increase: $19,000

Decision Package #19-11: Chairs & Table Replacement Community Center [One-Time] — Replacement of
failing tables and chairs in the Community Center, which has the highest demand and use, would allow
for the best remaining tables and chairs to replace failing ones at the Senior Center and Van Domselaar
Room. Expense Increase: $25,000.

Decision Package #19-12: Hanna Ranch Kidz Center Improvements [One-Time] — Failing wood ramps,
stairs and decks require replacement to ensure program participant and staff safety. The replacement
improvements would be a combination of aluminum ramps and stairs and a concrete deck. Expense
Increase: $75,000.

Decision Package #19-13: Permanent Stage in Gym [One-Time] — The existing stage in the Community is
a portable stage being utilized as a permanent stage. Upgrading the community stage to a permanent
stage would allow for a greater diversity of use and address safety concerns. Expense Increase: $30,000.

Decision Package #19-14: Pool Variable Frequency (VFD’s) [One-Time] — One of the largest expenses in
operating the community pools is the cost of energy. Adding VFD's to the pool pumps would allow for
pumps to operate more efficiently when not in use. Installation of VFD’s would save energy and lower
costs while also prolonging the life of the pumps. Expense Increase: $25,000. Estimated Annual Operating
Expense Reduction: $50,000.

Decision Package #19-15: Update of Personnel Rules [One-Time] - The City’s personnel rules and policies
have not been updated for a considerable period of time. A comprehensive update would ensure that all
current legal requirements and best practices are in place. The update would be undertaken by the City’s
Employment Law firm and would reduce risk and possible future costs. Expense Increase: $30,000.

Decision Package #19-16: Radio Upgrades & Programming [One-Time] — Public Safety and Public Works
radios and the communications systems on which they are used are provided by a regional Joint Powers
Authority (JPA) to which the City belongs called EBRICSA. During the 2018/19 fiscal year, EBRICSA will
require each participating agency to upgrade their radios and for the radios to be re-programmed. This is
a one-time or non-reoccurring cost. The City has 64 radios which will need to be upgraded. Expense
Increase: $22,440.
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Decision Package #19-17: Cable Broadcast Capital Equipment [One-Time] — In order to reinstate
cablecasting of City meetings through a contract with Contra Costa County, equipment is required
including a Master Control Unit and video signal feed, plus the cost to have Comcast undertake the fiber
splicing and to establish a new channel is needed. Expense Increase: $39,000.

Decision Package #19-18: Council Chambers Equipment Replacement [One-Time] — The dais Chairs in
the City Council Chambers and the Chambers conference room are in need of replacement with more
ergonomic chairs. Expense Increase: $6,000.

Decision Package #19-19: Earthquake Insurance Additional Facilities — Currently the City has earthquake
insurance on only City Hall, the Police facility and the Community Center and community pools. It is
desirable to have other City facilities covered and the annual cost to add the Ohlone Community Center;
the Foxboro Community Center, the Senior Center, the three Childcare sites, the Teen Center, and the
Library would be $32,000. Expense Increase: $32,000.

Decision Package #19-20: First Responder Vehicle AED’s [One-Time] — Currently, only two Police patrol
vehicles have updated AED’s. Ten (10) new portable AED’s would be acquired to equip the Police patrol
fleet with AED’s. Expense Increase: $30,000.

General Fund Operating Budget Alternate Decision Packages

Alternate Decision Package # 19- 1: Pension IRS Section 115 Trust Annual Contribution as a Percentage
of Payroll — Given projected significant increases in pension contribution rates, it would be desirable to
begin to make an annual contribution as a percentage of payroll from on-going resources to the Pension
IRS Section 115 Trust established in 2018 with an initial one-time contribution. For example, 1% of payroll
for the General Fund would be $58,000 annually. Given limited on-going resources in FY 2018/19, this
amount is recommended for funding from one-time resources; and would be programmed as on-going in
subsequent fiscal years if on-going resources are available.

Alternate Decision Package # 19- 2: Investment in Street Maintenance — While, SB 1 was approved in
2017 which will be providing increased gas tax monies for investment into streets, these funds are at risk
of being repealed through a voter initiative. At this time no additional allocations from the General Fund
for street maintenance is recommended, but should SB 1 be repealed, the City may have to revisit street
funding.

General Fund Balance Decision Packages

Fund Balance Decision Package #19- 1: Capital Projects Fund — A Capital Projects Fund was established
in the 2015/16 FY and now has a balance of $350,000. This designation is designed to accumulate
resources as they become available to fund capital projects, infrastructure, and facilities in the
community, especially where funds would need to be accumulated overtime, to provide the local match
for grant funds, or to undertake design of a project so it is “shelf-ready” to enhance competitiveness for
available grant funds. An additional designation of $100,000 from one-time resources is recommended.

Fund Balance Decision Package #19-2: Reserve for Restricted Panning Funds — The Planning and Building
Inspection Departments collect fees from all building permits which are restricted for General Plan
Updates and Building & Safety related training. These fees flow into the City’s General Fund and with
development taking place these revenues need to be segregated as to not overstate available General
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Fund general purpose revenues and in order to ensure they are available for the restricted purposes. At
the end of the FY 2017/18, given the revenues expected and the expenditures made or encumbered, plus
budgeted revenues for FY 2018/19 and eligible expenses, the reserve should be increased by $70,100.

Fund Balance Decision Package #19-3: OPEB Trust Contribution — The City of Hercules has a relatively
limited obligation for other Post-Employment Benefits namely retiree medical. The total unfunded
actuarial accrued liability (UAAL) as of June 30, 2016 was $273,765. Last year the City Council approved
Fund Balance Decision Package #18-3 which allocated a second $50,000 as a contribution to the OPEB
Trust which is not yet reflected in the UUAL. This year, an additional designation is recommended in the
amount of $200,000, which may result in the OPEB Trust being fully funded pending an updated actuarial.

Fund Balance Decision Package #19-4: Pension IRS Section 115 Trust — The City established an IRS Section
115 Pension Trust with an initial $500,000 contribution in FY 2017/18. A designation of $1,000,000 is
recommended for the 2018/19 fiscal year.

Fund Balance Decision Package #19-5: Contribution of Fiscal Neutrality Fund — The Council’s adopted
Financial Principles and Policies provides for minimum reserve equal to one month or 8.33% of
expenditures with a goal to increase that to two months expenditures or 16.66%. In 2016, the City Council
increased the reserve to what was 16.66% or two months at that time with the Reserve for Economic
Uncertainty now being $2,299,833. If the reserve were to be increased to the level of expenditures
proposed FY 2018/19 base General Fund Budget before Decision Packages and Budget Referrals, this
would have to be increased by $156,614.
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Budget Referrals
FY 2018/19

Updated for June 26, 2018

Budget Referral #19-1: Starting Working Cash - Provide an explanation as to how the Starting
Working Cash for the General Fund is determined on the Budget Balancing Spreadsheet.

Response: For purposes of the Budget Balancing Worksheet, Finance used the cash balance as
of early May and deducts for anticipated expenditures before year-end and the deficits on other
funds as set forth below.

City of Hercules - Working Cash Projection as of 06/30/18

Beginning Working Cash as of 05-02-18 $ 12,623,572
Outstanding A/P $ (1,000,000)
Vehicle S -
Elections S -
Encumbrances S (500,000)
Payroll $ (1,700,000)
Others - Vac sell back S (200,000)
Fund 225 Arterial Roadways S (86,839)
Fund 231 Storm Water Fund S (116,751)
Fund 340 to 350 Grant Funds S (2,331,705)

Estimated Grants Receivable

Fund 470 Facility Maintenance Fund S (169,410)

Fund 535 Hercules/Pinole WWTP Plan ) (10,880)

Fund 672 PFA $  (259,520)

Fund 720 Transit. West Cat Fund S (3,533)
Subtotal Estimated Reductions in Working Cash S (6,378,638)
Projected Ending Working Cash Balance 06/30/18 $ 6,244,934
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Budget Referral #19-2: The Finance Commission Report on Parks & Recreation funding suggested
some “modernization” of the Teen Center, what does that mean and what might be the costs to
do so?

Response: The Teen Center was built in 2007. Teens today function completely different than
their counterpart of just a decade ago. Teens of today have smartphones, tablets, etc. To keep
up with their fast-paced techno-world, it makes sense to update the Teen Center with equipment
that will help assist Teens meet their needs. Staff and participants would like to see new video
game system with the latest games, a computer lab with printing capabilities as well as access to
internet to stream games and shows on Netflix, Hulu, etc. This could also be addressed with
chrome books that could be checked out. In addition, upgrading the flat panel screens to
interactive 4K systems would help keep up with the trend. In addition, the Teens have requested
the back patio be updated with a basketball hoop and more sports equipment. These upgrades
would be approximately $25,000, depending on the number of computers and equipment.

Budget Referral #19-3: What would be the cost to accelerate an increase in the raising of the
minimum wage for employees?

Response: State Law regarding the minimum wage currently has the Minimum Wage increasing
over time. It is currently $11 an hour and will be going to $12 on January 1, 2019, $13 on January
1, 2020; $14 on January 1, 2021; and $15 on January 1, 2022. The City’s Current Part-Time Salary
Schedule is attached. The PT 2 and PT 3 ranges start at or just over the current minimum wage.
PT 4, PT 5, PT 6, and PT 7, are just over $12, $13, $14, and $15 per hour respectively. Our wage
ranges also are a six-step range, so while the entry level step is discussed above, employees
sometimes start at above the entry level step and do progress through the range. The Class &
Comp study currently underway is also looking at the impact of the increasing minimum wage
and how to best address that and avoid compaction. It is difficult to estimate the cost of a local
greater than minimum wage requirement without conducting a detailed analysis based on our
current workforce. A broad indicator would be that for each $1 increase it would cost $1.03 with
benefits or $1,000 per year per PT employee working 19 hours a week. As of the last pay period,
we had 15 PT employees earning less than $12 an hour, so that would be approximately $15,000
per year to address just those employees.

Budget Referral #19-4: Police Department Over Hire (DP 19-1) — What is the current level of
sworn Police staffing? Is there adequate on-going revenue to hire 26 sworn officers in order to
achieve the 1 in 1000 ratio desired (police to residents)?

Response: The Police Department has 23 sworn positions authorized permanent positions under
the proposed FY 2018/19 budget which is the same as the last two years with it having been 21
previously. In addition, there are two over-hires with one of those vacant, though these over
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hire positions would not be maintained on an on-going basis. So we are three (3) sworn positions
short of achieving the 1 per 1,000 ratio. Three additional sworn officers would cost
approximately $130,000 to $150,000 each fully loaded with benefits. At this point in time, there
are not sufficient on-going revenues to support that staffing level.

Budget Referral #19-5: Golf Course Fund (DP 19-2) - Aside from “Movie in the Park”, what were
the funds used for? Did we spend them on scholarships to children in need for swimming lessons?
What are the plans this year?

Response: In FY 2016-17, the $10,000 that was approved by Council went to three
projects/programs: Movies in the Park, a permanent shade structure at Hanna Ranch for Child
Care, and scholarships for swim lessons. For the swim lessons, we joined the World’s Largest
Swim Lesson program, and offered a FREE lesson to anyone that signed up.

In FY 2017-18, the Council again approved $10,000 for Movies in the Park. This was used to
purchase our own movie equipment (screen, projector, mixer, Blu-ray, mic, speakers, etc.) and
are programming four movies this season.

For FY 2018-19, the funds are proposed to be used for another shade structure at Hanna Ranch
where the City conducts its summer day camps. Depending upon the cost of the shade structure,
any remaining fund could be applied towards the replacement of the basketball standards for
the Community Swim Center that service hundreds of youth daily.

Budget Referral #19-6: Library Extra Hours Funding (DP 19-5) - What is the cost for adding Sunday
hours to the Library like the City used to fund before 2011?

Response: The County Library advises that for FY 2018-19 the cost estimate to add 4 hours on
Sunday would be $32,200. The Hercules Library was originally open on Sundays and usage data
was high compared to other libraries with similar hours of operation. In comparison, Hercules
Library Sunday Hours had estimated costs for FY 11-12 and FY 12-13 of $31,722.

Budget Referral #19-7: Samara Terrace Improvements (DP 19-10) - What is the anticipated
increase in revenue for renting Samara Terrace room if the improvements are made?

Response: Regarding anticipated revenue at Samara Terrace, there was no dollar figure
associated with the request to update/upgrade the facility at this time. Samara Terrace not only
has great proximity to City Hall, and excellent parking next to the Library, but it is also a decent
size room that would be easy to modernize and make more attractive for rentals. However, while
we believe that would result in more rentals, it would be difficult to estimate that increase in
rental revenue. In addition, the room could also then be used for additional class offerings.

20
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Budget Referral #19-8: Council Chambers Equipment Replacement (DP19-17) — How many chairs
would be replaced for the $6,000 proposed?

Response: This amount is for the replacement of chairs at the dais for Council and Staff and for
replacement of the chairs in the large City Hall conference room which totals 21 chairs.

Budget Referral #19-9: Earthquake Insurance Additional Facilities (DP 19-18) - Will adding the 8
buildings result in a need to increase the $500,000 deductible reserve already in place? If so,
shouldn’t we increase the reserves for earthquake deductible?

Response: The deductible on the earthquake policy applies to per building values and is set at
5% of the value of the building. So the current $500,000 reserve for the earthquake deductible
would only cover buildings valued at $10,000,000. As such, it really represents a down payment
on the deductible in the event of a truly catastrophic event.

Budget Referral #19-10: Pension IRS Section 115 Trust (FBDP 19-4) - This will increase the funds
to $1.5 million in total. How much funds do we need to accumulate; what is the end goal?

Response: There are two factors which impact the response to the question. First, the City’s
Unfunded Accrued Liability (UAL) is currently approximately $14.5 million as of June 30, 2017.
This amount changes each year based on a number of factors, the most significant of which are
CalPERS investment returns and changes CalPERS makes to its return targets and actuarial
assumptions. Arguably, if the City had that amount of money in the IRS Pension 115 Trust, the
UAL would be extinguished.

The City does make annual payments to CalPERS. First, there is the normal cost contribution as
percentage of payroll. Second, there is a payment towards amortization of the UAL over a 30-
year period, for FY 2018/19, that amount is $1,340,000. Both the normal cost and the UAL
amortization payment are incorporated in the FY 2018/19 budget. The second factor, and more
important factor, in the establishment of the IRS Section 115 Pension Trust is generate earning
to offset future increase in CalPERS contribution rates. Changes to CalPERS actuarial and return
assumptions are going to result in significant rate increases over the next five years. Given
assumed earnings of 6% on the IRS Section 115 Pension Trust with a $1.5 million balance, that
would only generate $90,000 annually which could be applied to offsetting these increases
without tapping the principal amount. A more detailed actuarial analysis would need to be
undertaken to provide a model of what should be the ultimate target amount. The cost to have
that analysis performed would be approximately $30,000.

A\
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Budget Referral #19-11: Medical Benefits to Part-Time Employees - Which of the City’s part-time
employees receive medical benefits and at what level? If we are to give part-timers a full
individual medical benefit, how much would that cost the City?

Response: Part-time employees working 30 hours a week or more are eligible for City paid
employee only Kaiser coverage. The City pays pro-rata dental and vision coverage for PT
employees who work 25 hours a week or more. PT employees working less than 25 hours a week
are not eligible for any paid coverage. The current Kaiser employee only coverage on an annual
basis is $9,390 per year and that will increase as of January 1, 2019. While employment fluctuates
seasonally, if we assume there are approximately 40 employees who work less than 30 hours a
week, and if all elected employer paid employee only Kaiser coverage, the cost would be
$375,600 annually before any increase next year.

Budget Referral #19-12: General Plan Update - The City has been updating the General Plan in
piecemeal fashion. Most of the elements are outdated (since 1998). Some elements maybe
inconsistent to other elements and may expose the City to liability. How much would a
comprehensive overhaul of the General Plan cost the City?

Response: A full General Plan Update with the associated environmental documents could run
between $1,500,000 - $2,000,000, and that does not include supplementary staffing which would
be required for the duration of the project and would take 2-3 years to complete using a
consultant to update the seven State Mandated Elements of the General Plan: Land Use,
Circulation, Housing, Conservation, Open Space, Noise, and Safety. Currently, the General Plan
Update fund is anticipated to have a balance of $629,074 as of June 30, 2018. The City’s current
General Plan covers the mandated seven Elements plus a Hazardous Waste Management Plan,
Economic Development, and Growth Management Elements as well. The entire Housing Element
was updated and certified by the State in 2015 with a few minor adjustments to the Safety and
Open Space/Conservation Elements to include minor requirements in State law. A full update of
the Circulation Element was just completed in February 2018. The current budget appropriations
allow for the update of the Safety Element in concert with the Hazard Mitigation Plan. With the
update of this next Element and less revenues anticipated in FY 2018/19 the year-end balance is
anticipated to be down to $466,944.

The City has been making regular progress in the updates on an incremental basis as we do not
have the staffing to support a comprehensive update. In doing the incremental updates, we do
work to ensure that the updated elements are consistent.
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Budget Referral #19-13: Fiscal Neutrality Reserve Increase — Given available one-time monies,
should the Fiscal Neutrality Reserve be increased from two months to three months? Other
recommendations?

Response: Increasing the Fiscal Neutrality Reserve from 2 months to 3 months would require an
additional $1,240,000 and would be a good use of the available one-time monies in light of the
need to bridge from our current revenue base to the anticipated increase in revenues to be
generated by a number of upcoming development projects. This is one of the reasons that the
Fiscal Neutrality Reserve was established. This would also provide a buffer to allow the City to
enter into a more than one-year labor agreement with our employees which is desirable for a
number of reasons, though difficult to do in the face of uncertainty.

Budget Referral #19-14: Tennis Court Resurfacing — What would be the cost to repair and
resurface the tennis courts at various locations in the City?

Response: There are 8 tennis courts in the City: 4 at Refugio Park; 2 at Foxboro Park: and 2 at
Woodfield Park. The estimated cost to repair and resurface a tennis court is $35,000. To repair
and resurface all courts would be $280,000. To initially do just the highly used Refugio Park
courts, it would be $140,000.

Budget Referral #19-15: Chairs for Library — What would be the cost to replace chairs in the
Library?

Response: The Hercules Branch Librarian advises that there are approximately 75 chairs that
should be replaced in the large and small conference rooms. The estimated cost per chair is $75
to $100 for a replacement total cost of $5,625 to $7,500.

Budget Referral #19-16: Senior Center Walkway — What would be the cost to complete an ADA
accessible walkway from the handicap parking area to the south of the Senior Center to the
Senior Center main entrance?

Response: Public Works has done a very preliminary evaluation of options to improve the path
of travel from the parking area to the south of the Senior Center to the front entrance. Itis a
complicated situation given exiting improvements and the need to meet ADA. A number of
options will have to be evaluated and the range of cost for that evaluation, preliminary
engineering and final design, and construction is $20,000 to $25,000.
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Budget Referral #19-17: Traffic Calming — What would be the cost of undertaking an initial traffic
calming project on Hercules Avenue or other streets like Turquoise/Pheasant?

Response: Traffic Calming on Hercules Avenue was previously discussed at the last Public Safety
& Traffic Subcommittee meeting. From a timing perspective, Turquoise & Pheasant are
recommended for S1M total in deep lift repairs and resurfacing in 2019-20. Hercules Avenue is
in good enough condition to receive traffic calming surface treatments at this time, but repairs
to Turquoise & Pheasant would need to be completed before they would be good candidates for
traffic calming. To address all locations, staff recommends a staggered approach by proceeding
with phased approach for any street segments where traffic calming may be desired. The first
phase would be public outreach and conceptual plan development, continued targeted
enforcement, and final design. For Hercules Avenue that could be done in 2018-19. The second
phase would be to construct the improvements as engineered. And, for Hercules Avenue that
would be in 2019-20. Turquoise and Pheasant would be repaired and be programmed for the
first phase traffic calming in that same year, with Phase 1 in 2019-20, then Phase 2 in 2020-2021
which would also include planned safe routes to school (SR2S) improvements for Ohlone School.
Initial recommended funding is $50K in 2018-19 and any unexpended funding would be used in
2019-2020. Future phases would be contingent upon available funding, which could include
General Fund decision packages, Gas Tax, Measure J, and Traffic Impact Fees.

Budget Referral #19-18: In what way could the City Council consider supporting youth programs
like the Hercules High School Robotics Club?

Response: The City Council could increase the transfer from the Golf Club fund to the General
Fund and designate that to support a youth program like the Hercules Robotics Club.
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We greatly appreciate the dedication of all City employees for their contribution towards providing quality
services to Hercules citizens. We would also like to acknowledge those who assisted in developing the FY
2018-19 Operating and Capital Budget. A special thank goes to the members of the Finance Commission
for their advice and input in developing the FY 2018-19 First Look Budgets leading to the final budget for
FY 2018-19. Also, the collaborative efforts of the City’s executive staff members and representatives of
the City employee organizations greatly contributed to this year’s successful budget process in addressing
the fiscal challenges the City faces.

City of Hercules Executive Staff Members

David Biggs, City Manager

Bill Goswick, Police Chief

Annie To, Finance Director

Lori Martin, Administrative Services Director/City Clerk
Mike Roberts, Public Works Director

Holly Smyth, Planning Director

Christopher Roke, Parks and Recreation Director

Finance Department Staff

Deysi Ortega, Senior Accountant

Amanda Gutierrez, Accountant

Sherry Saephanh, Accounting Technician Il

Administrative Services and Human Resources Department Staff
Faye Flores, Information Systems Administrator
Mirene Benitez, Human Resource Specialist

Public Works Department Staff
Jeff Brown, Public Works Superintendent
Jose Pacheco, Associate Engineer
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FY 2018-19 BUDGET BALANCING SPREADSHEET
Adopted by Council on 06-26-18

TOTAL ON-GOING ONE-TIME
Estimated Beginning Working Cash July 1, 2518 General Fund and Fiscal Neutrality Fund
General Fund Working Cash 6,244,934
Fiscal Neutrality Fund Working Cash 2,299,833
Estimated Beginning Working Cash July 1, 2018 General Fund and Fiscal Neutrality 8,544,767
Reserved by City Council June 2014 (Earthquake Insurance Deductible) 1500,00
Balance in Fiscal Neutrality Reserve
Designation for Capital Projects (FY 15/16, FY 16/17, FY17/18)
Designation for Restricted Planning Funds (through FY 2017/18)
Designation for Building Training Funds{ through FY 2017/18)
Designation for Reusable Bags (remaining)
Designation for State Grant Funded Officers (FY 2018/19) 0
Designation for PEG Revenues (FY 2018/19)
Designations for Prior Year Decision Packages
DP 16-1 Records Management
DP 17-9 Former HMU Customer Light Exchange
DP 18-8 Community Center Gym Floor Covers
DP 18-10 Implement a Citywide Cash Receipt System and Training
DP 18-12 Naviline Financial System Upgrade
ADP 17-1 Hazard Mitigation Plan Update
labl g Cash July 1, 2018 before Addendums and Corrections 4,335,130
Nene
d ] Cash July 1, 2018 after Addendums and Corrections 4,335,130
Add: Revenue Before Addendums and Corrections 15,063,926
Correction: 0
Add: Revenue After Addendums and Corrections 15,063,926
On-Going: 15,063,926
One Time:
Subtract: Expense before Addendums and Corrections 14,738,681
Subtract: Expense After Addendums and Corrections 14,738,681
On-Going: 14,738,681
One-Time:
Surplus/{Deficit) 325,245 325,245 ]
d g Cash Before Decision Packages June 30, 2019 4,660,375 325,245 4,335,130
ded Decision P; Total Ongoing One-Time|
19-1 Police Department Over Hire 65,000 65,000
19-2 Golf Club Fund [One-time $11,000; Offset by Transfer-In: $11,000] increase in Revenues
Golf Club Fund [One-time $11,000; Offset by Transfer-In: $11,000] Increase in Expenditures 11,000 11,000
19-3 Employee Labor Agreements [On-going $221,000; One-Time $281,000] 502,000 221,000 281,000
19-4 Comprehensive Class and Comp Study Implementation (Classification Component) 60,000 60,000 0
19-5 Library Extra Hours Funding 27,917 27,917 [}
19-6 Fire Station Driveway Repair $113K 0 ]
19-7 Paint Senior Center Exterior 20,000 20,000
19-8 Re-establish Traffic Enforcement Program 5,000 5,000 [}
19-9 R blish Detective Serg Position 11,000 11,000 4]
19-10 Samara Terrace Improvements 19,000 19,000
19-11 Chairs & Table Replacement Community Center 25,000 25,000
19-12 Hannah Ranch Kidz Center Improvements 75,000 75,000
19-13 Permanent Stage in Gym 30,000 30,000
19-14 Poo! Variable Frequency [$25,000 One-time Capital Cost] 25,000 25,000
Poal Variable Frequency {550,000 Annual Expense Reduction] 0
19-15 Update of Personnel Rules 30,000 30,000
19-16 Radio Upgrades & Programming 22,440 22,440
19-17 Cable Broadcast Capital Equipment 39,000 39,000
19-18 Council Chamt Equipment 6,000 6,000
19-19 Barthquake Insurance Additional Facilities 32,000 32,000 0
19-20 First Responder Vehicle AED's 30,000 30,000
General Fund Operating Budget Alternate Decision Packages
ADP 19-1 Pension [RS Section 115 Trust Annual Contribution as a % of Payroll [On-Going] 57,074 57,074
ADP 19-2 Investment in Street Maintenance
General Fund Balance Decision Packages
GFDP 19-1 Capital Project Designation 100,000 100,000
GFDP 19-2 Reserve For Restricted Planning Funds (Increase) 70,100 70,100
GFDP 19-3 OPEB Trust Contribution 200,000 200,000
GFDP 19-4 Pension IRS Section 115 Trust 1,000,000 1,000,000
GFDP 19-5 Addition to Fiscal Neutrality Reserve 269,594 269,594
Total: Decision Packages 2,671,125 306,917 2.364,208
Budget Referrals Total Ongolng One-Time
BR 19-2 Modernization of the Teen Center 25,000 0 25,000
BR 19-3 Increase Minimum Wage for Employees 15,000 15,000 []
BR 19-4 Police Dept Addition of Sworn Officers 130,000 130,000 1]
BR 19-13 Increase Fiscal Neutrality Fund From 2 to 3 Months 1,228,223 ) 1,228,223
BR 19-14 Resurface Refugio Park Tennis Courts 140,000 1] 140,000
BR 19-15 Chairs for the Library 7,500 0 7,500
BR 19-16 Enhance Pedestrian Access Walkway 25,000 0 25,000
BR 19-17 Traffic Calming Improvements 50,000 0 50,000
BR 19-18 Contribution for Youth Programs from Golf Course Fund ($1K added to DP19-2) 0 0 o
Total: Budget 1,620,723 145,000 1,475,723
Surplus/(Deficit) After Decision Packages/Budget 368,528 {126,672) 495,199
Estimated Available Working Cash After Decision Packages/Budget Referrals June 30, 2019 368,528 {126,672) 495,199
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2017 Strategic Plan Review

May 2018

Goals/Strategies/Objectives

Goal A: Strengthen Financial Stability

Strategy 1(a): Maintain a Balanced Budget

Objectives

Comments/Status

Ensure ongoing revenues support ongoing costs.

The annual budget is prepared using a budget balancing
spreadsheet to ensure on-going revenues support on-going costs.
The City is working to implement key development projects to
expand the City’s revenue base to support service levels. In
addition, cost containment remains a priority. Public Works will
be beginning a sewer rate study to ensure funding is sustainable
for ongoing operations and proposed capital projects out into the
future.

Ensure one-time revenues fund one-time
expenditures.

Each year, one-time revenues are identified as part of the annual
budget process and applied to one-time costs including topping
up reserves and funding capital and other needs. In addition,
using one-time funds, the City established an IRS Section 115
Pension Trust as a vehicle to mitigate future increases in
employee retirement contributions. General Plan Update fees
are now being placed into a separate project deposit account
based on actual fees collected with related project updates being
charged from the same account.

Restructure debt where possible to reduce near
term debt payments.

Staff evaluates opportunities to restructure debt as they arise.

Continue a formal volunteer program to help
various departments.

The Police Department’s annual Citizens Academy is our primary
source of volunteers. In addition, volunteers are utilized in
special projects like the upcoming renovation of the Ohlone and
Foxboro Community Centers. The Parks & Recreation Nonprofit
program also results in volunteer support of special events like
the community clean-up day and the Holiday Tree Lighting. In
addition, volunteers are a key element of the City's new three tier
Code Compliance program which is helping be shaped through a
consultant contract. P&R also has an “Adopt a Park/Adopt a
Trail” program. Residents with an interest in a particular park or
trail can volunteer their time to help clean up the park by pulling
weeds. Bags are provided, and picked up by City personnel.
There are also volunteers that work in the Senior Center on a
daily basis.
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Consider new ways to deliver municipal services in
more cost-effective ways.

The City looks for opportunities on an on-going basis. Most
recent examples include the successful outsourcing of Business
License processing; a three party partnership for CAD/RMS with
Pinole and San Pablo; and a pending transition to the County for
reinstatement of Cable Broadcasting services on a new separate
City Channel. The City will be looking into “bundling” street
projects with other agencies to be more cost-effective.

Consider service-sharing with other communities
when mutually beneficial.

The CAD/RMS contract with Pinole and San Pablo, pending
contract with the County for Cable, and updated three party
BART/WestCAT/City contract for operation of the Hercules
Transit Center have been implemented in the past year. The
WWTP is shared with Pinole and the outfall is also jointly shared
with the Rodeo District. The City participates with 20 other
agencies in the Clean Water Program for the City’s storm water
permit.

Strategy 1(b): Balance the Budget and Increase Revenues

Objectives

Review all Parks and Recreation fees before mid-
year budget review.

The Finance Commission is engaged in a soon to be completed
review of Parks & Recreation programs. Initial results were
available at the time of the mid-year budget review. In addition,
staff have modified and implemented modifications to a number
of Parks and Recreation fee components with positive outcomes
such as with Childcare programs.

Consider cost effectiveness of increasing code
enforcement activities.

The City has launched a new three-tier code compliance program
which seeks voluntary compliance initially, followed by use of
Administrative Citations, and then for the most egregious cases,
the Nuisance Abatement Process. Coordination with a
consultant to get them the baseline information, have them
finalize volunteer training program, and start getting involved in
some difficult cases started in March. IT department has setup a
shared network drive for police/planning/building departments
to share basic information across departments. Dataticketing
contract has been signed to process administrative citations.

Consider annual fee review.

A review of fees will be considered in conjunction with the annual
budget process.

Partner with other entities when beneficial for
grant and cost-sharing opportunities.

The most high profile example of partnership is the upgrade and
expansion of the joint Pinole/Hercules Wastewater Plant now
under construction. Other examples have been discussed under
other Objectives. The City is applying for a joint grant with other
agencies on the 1-80 Corridor to coordinate signals and bus pre-
emption.

Take advantage of telecommunication and
broadband opportunities.

In August 2017, the City Council approved a program which will
result in the City installing fiber when opportunities arise when
utility work is taking place in City Streets. The City Council also
allocated funding to allow these opportunistic installation of fiber
to take place.

Push County and State elected officials to increase
Hercules’s share of each dollar of property taxes
that is collected in Hercules.

The City continues to look for opportunities to address achieve

this goal. The City’s legal and property tax consultant team are

reviewing responses from a Public Records Act request made of
the County or which a response has been received.
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Goal B: Continue to Provide Excellent Police Services to the Community

Strategy 1(a): Protect Life and Property

Objectives

Comments/Status

Maintain core services, including police patrols and
traffic enforcement.

The City has utilized State grant funding for two additional Police
Officers for two fiscal years which we will endeavor to continue to
fund in future fiscal years. In addition, the City Council has
approved an overfill program which allows for up to two
additional positions to be filled to minimize the impact from
retirements and other turnover to allow for the recruitment and
training of new Police Officers. In addition, initial steps have been
made to reinstate a Traffic Enforcement assignment which will be
further considered as part of the FY 2018/19 proposed budget.
Public improvements in new development is being designed to
reduce opportunities for unlawful behavior and lower need for
police oversight by sending staff to Crime Prevention Through
Environmental Design (CPTED).

Continue to utilize community policing strategies.

The Police Department continues to utilize a community oriented
approach to policing. Examples include our School Resource
Officer program, the Citizen’s Police Academy, Neighborhood and
Business Watch, and the use of volunteers in Policing and the
expansion of a role of Police volunteers in code compliance which
is also a crime prevention tools.

Maintain the special response team and school
resource officers

The Special Response Team continues to be fully functional. The
City is actively engaged in an effort to ensure School District
funding continues in support of the School resource Officer
program, The City Council received an update on the School
Resource Officer Program on February 27t with the matter to be
further discussed on April 10, 2018.

Coordinate disaster preparedness with local police,
fire, emergency medical services and the County
and State office of emergency services

The Police Department takes the lead in the City’s Emergency
Operations efforts. Later this fiscal year the City will embarking
on an update of the Safety Element of the General Plan and the
Hazard Mitigation Plan in coordination with police, fire, and other

agencies
Utilize Reserve Police Officers when feasible to Reserve Officers continue to be a tremendous asset to our Police
keep costs under control Department.

Complete a succession plan to deal with anticipated
future retirements

With the pending retirement of Chief Goswick at the end of June,
2018, the formal development of a succession plan will fall to a
new Chief. In the meanwhile, officers are identified for training
which will assist in their development including the
Administrative Sergeant having recently completed the national
FBI Academy.

Complete an equipment replacement plan with a
rationale, schedule and budget

While equipment replacement is on-going and considered as part
of the annual budget process each year, a more formalized
replacement plan still needs to be developed.
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Seek federal, state and other funding to enhance
police department funding for staff and equipment.

Staff actively scans for grant and other funding opportunities. A
key funding source for equipment is the Asset Forfeiture funding
received as result if criminal convictions.

Recruit volunteers to assist office personnel with
front counter duties, records processing and data
entry.

Volunteers, Reserve Police Officers, and Explorers play key on-
going roles in support of Police operations.

Goal C: Enhance Economic Development Efforts

Strategy 1: Pursue High Priority Economic Development Initiatives

Objectives

Comments/Status

Develop and implement economic development
strategies.

The City’s current economic development efforts are primarily
development site driven which will result in new retail space, the
City’s first hotel, and sales tax and in-lieu fee generating auto
service park and self-storage facility.

Consider whether the City’s fee structure or
permitting process might be impediments to new
businesses opening in Hercules.

With completion of the General Plan Circulation Element update,
the City is reviewing its Traffic Impact Fees. A comprehensive
review of the City’s Zoning Code is a desired future effort.

Recruit qualified volunteer help on a regular and/or
ad hoc basis from the City Council, Chamber of
Commerce, local business leaders and the
community at large.

The City has increased cooperation with the Chamber in regard to
a number of special events. Other outreach to volunteers is on a
case-by-case basis and occurs infrequently.

Participate in regional economic development
efforts that will help Hercules.

The City participates in the some activities of the East Bay
Economic Development Alliance.

Focus on high priority sites for new developments.

Moving forward proposed projects on the Safeway, Sycamore
Crossing, Bayfront, and Willow Avenue sites are a high priority.
Other possible development sites include the Willow Loop and
the Franklin Canyon Golf Course property and the Hilltown site.

Strategy 2: Create a “Brand” for Hercules and Promote/Market the Brand

Objectives

Enhance the entry gateways of City with volunteer
landscaping/beautifying projects, public art, and
signage.

Efforts are currently focused on the appearance of private
developments taking place on key corners. Additionally, the City
is currently replacing all street signs.

Promote the waterfront/intermodal transportation
center (ITC) Development — A special place that is
distinctive of other planned developments and
serves as the City’s downtown.

The first phase of the Bayfront development has been approved
with the first apartment building to start construction soon. The
Bay Trail West segment has been substantially completed. The
City continues to pursue grant funding necessary to construct the
rail and station improvements.

Work with the City Council, staff and volunteers to
develop and implement a brand and marketing
strategy in-house.

This objective has not yet been specifically pursued. Reusable
bags have been purchased as part of efforts to promote recycling
and brand the City. Additionally, a number of special events have
been reinstated like the Social Bite to further the development of
a brand identity; the City participates in these events with a
booth.

Consider whether the City’s fee structure or
permitting process might be impediments to new
businesses opening in Hercules.

This objective has not yet been specifically pursued, other than
the above mentioned traffic impact fee nexus study has started
and should be complete by October 2018
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Strategy 3: Recruit Businesses that Make Sense for Hercules, Retain and Grow EXxisting Businesses

Objectives

Prioritize and visit potential businesses to recruit to
Hercules.

Pending the development of new retail sites and to be done in
conjunction with the developers of these sites.

Review various plans and ordinances for potential
updates, with an eye towards balancing economic
development with “new urbanism” planning
principals

Undertaken currently on a case-by-case basis as development
proposals are received. A comprehensive review has not yet been
initiated.

Goal D: Enhance Transportation Access and Options

Strategy 1: Promote Alternative Forms of Transit

Obijectives

Comments/Status

Leverage the Regional Intermodal Transportation
Center (RITC) site control into grant funding for
station and related infrastructure.

With grant funding having made the first three phases possible,
the City is actively working to identify and apply for grant funding
for the utility relocation phase and the rail/station improvement
phases of the RITC.

Complete theﬁegional Intermodal Transportation
Center.

This remains the major focus for the City with additional staffing
resources being dedicated to the project through an action taken
by the City Council as part of the mid-year budget review on
February 27,

Look for opportunities to partner with rail for
movement of goods.

The City is facilitating interim improvements to the existing
railroad trestle bridge across Refugio Creek by Union Pacific
Railroad this spring. The design of the future rail and track
improvements will result in enhanced goods movement and will
set the stage for even better efficiencies.

Work with Capital Corridor to get a firm
commitment for a train stop.

The City is actively engaged with the Capital Corridor JPA,
including having made presentations to the Board, on securing a
firmer commitment for the train to stop once the rail and station
improvements are completed. Many of the Capital Corridor Board
Members have made site visits to Hercules as has the Executive
Director. The station stop model is being updated to facilitate
discussion of a Hercules stop. The City Council has also
designated Vice Mayor Romero as its liaison to the Capital
Corridor Board.

Pursue future ferry service.

The City actively engages with the water Emergency
Transportation Authority (WETA), the ferry operator. A Hercules
Ferry stop remains in their long-term business plan. Hercules
advanced some of its dedicated ferry funding to the Richmond
ferry terminal project, with service set to start later this year. This
was acknowledged by WETA officials at the groundbreaking for
the new Richmond Ferry Terminal and the successful initiation of
Richmond service will bode well for future Hercules service. The
City Council has also designated Council Member Esquivias as its
liaison to WETA. The City is also pursuing Public Private
Partnership (P3) opportunities for service with assistance from
CCTA.

Work with WestCAT to expand service.

We are working with WestCAT in initiate interim service to the
Waterfront with the completion of the Path to Transit Phase.
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Expand City’s walkways and bike path via Complete
Streets program.

The recently completed Circulation Element update focused on
incorporating Complete Street Standards into our circulation
objectives. In addition, the City has applied for and received
grant funding to for a complete streets project along Sycamore to
Palm and Willow to improve pedestrian safety and provide a
sidewalk to the Hercules Transit Center. Preliminary engineering
has also been done for another project in anticipation of future
grant activities. In addition, plans to repave the Refugio Creek
Trail are in design with the project to be constructed starting this
summer. The proposed sidewalk on San Pablo between John
Muir Parkway and Sycamore Drive is being included in the
funding plan for regional traffic impact fees administered by
WCCTAC. We are also working on expanding the width of the
path along John Muir Parkway from San Pablo Avenue to Alfred
Noble with funds of up to $100,000 from Taylor Morrison
required in their Development Agreement.

Provide leadership role in BART’s participation to
enhance services at Hercules Transit Center.

The City, BART, and WestCAT have entered into a new three party
agreement on regard to operation of the Hercules Transit Center.
The City recently completed the repair and upgrade to LED of the
on-site lighting. BART is working on additional improvements of
benefit to the users.

Goal E: Complete the Vision of the City’s Development

Strategy 1: Undertake Updates of General Plan and Zoning Code to

Implement the Vision.

Objectives

Comments/Status

Complete the update of the City’s Circulation
Element

The update of the Circulation Element of the General Plan was
approved by the City Council on February 27, 2018 and will be
posted in final form on the City’s website soon

Review various plans and ordinances for potential
updates.

The City Council has considered ordinance amendments related
to cannabis (Prop 64); accessory dwelling units {ADUs) to comply
with State law; and has initiated the consideration of a paving
ordinance. The City Council also reviewed and updated the
penalties associated with illegal construction. The City Council has
requested that update to the City’s Smoking Ordinance be
developed and that draft is under Council review. Also, the City
Council has taken initial steps to have the derelict Queen Anne
House on the Corporation site relocated to another community
for restoration.

Revise the City’s Zoning Ordinance to be consistent
with the General Plan and Specific Plans.

This objective has not yet been specifically pursued.

Plan for the resources and funding to update the
priority elements of the City’s General Plan.

The General Plan update fee should be sufficient to address the
updates needed for most elements of the General Plan over time.
The Circulation Element update has recently been completed
with an update of the Safety Element about to start.

Revisit the City’s sign ordinance and update as
needed.

A comprehensive update of the sign ordinance to bring the City
into compliance with case law is pending with an initial element
included with the processing of the Safeway Master Sign
Program.
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Goal F: Provide Outstanding Cultural and Recreational Services

to the Community

Strategy 1: Evaluate Programs for Community Impact and Cost Effectiveness, and Make Recommendations to Improve

the Overall

Effectiveness of the City’s Efforts in Services Managed by the Parks

And Recreation Department.

Objectives

Comments/Status

Work with volunteer organizations to ensure full
funding for a 40 hour per week Library.

The City included funding to return the Library to 40 hours in the
FY 2017/18 budget. This supplements funding provided by the
Friends of the Library and the Library Foundation.

Work with the County to reinstate 45 hours per
week of Library services.

The City reaches out the County to discuss funding priorities for
the Library Budget each spring. Thus far, the County has not
made hours reinstatement a priority for funding.

Cooperate with public/private partnerships to
enhance City cultural and recreation services.

The Parks & Recreation Department continues to add contract
class instructors to meet community needs. In addition, a new
selection of day, regional and trips further afield have been added
as offerings for the senior community. The City has also
contracted with an on-line course provide to expand offerings.
Special events are also being done in conjunction with partners
like the “May the Fourth Be With You” movie night and related
events

Continue to provide high quality recreation
programs that reinforce Hercules’ reputation for
high quality of life.

Programs and offerings are regularly evaluated to enhance the
City’s offerings as described above in addition to changes and
modifications made to the City’s direct offerings. Staff continues
to take a critical look at all of the current programs and trends by
tweaking programs as needed to accommodate for emerging
trends. A good example of this was the rebranding efforts of the
child care program moving to a license exempt program by
creating a new and improved morning Breakfast Club program
and updating the after school program to a “recreational”
program now called RAP.

Continue to work on the current cost recovery
objective of being budget neutral to minimize
General Fund support.

Staff is working with the Finance Commission on a review of
programs, costs, and revenues. A number of key programs have
been restructured with cost recovery being a high priority. One
example is that childcare programs have been revamped in a
manner to allow for reduced costs and more flexible selections by
program participants.

Annually analyze and report on costs and revenues
on a program by program basis.

Parks & Rec is working with Finance to allow for the generation of
reports to make this task easier. The effort by the Finance
Commission has served as a pilot for this type of reporting.

Create and implement new ways to fund Parks and
Recreation programs, including increasing
participation.

New revenue sources to support core activities are being
generated by the senior trip offerings and the on-line course
offerings. Basketball has been transitioned to being an internally
run program. The staff will continue to trial new approaches on
an on-going basis in order to achieve this objective.

Continue to manage facilities rentals and find ways
to increase number of rentals as well as income
from rentals.

Facility rentals have increased. Efforts are underway to enhance
certain facilities through the investment with volunteer
assistance in an upgrade of the facilities. An initial round of chair
replacement is underway to ensure the facilities are properly
equipped.
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Strategy 2: Continue to Look for Ways to Augment City Funding for

Parks and Recreation Programs and Initiatives

Objectives

Research federal, state and foundation funding
availability under “Health and Wellness” and other
programs.

The staff regularly scans the environment for grant opportunities.

Apply for federal, state, and foundation grants as
appropriate to support and enhance our parks,
open space and recreation programs.

The staff regularly scans the environment for grant opportunities.

Goal G: Invest In and Enhance Maintenance of Public

Infrastructure and Facilities

Strategy I1: Re-evaluate and Make Recommendations to Improve the City’s Capital Improvements Programs, Clean
Water Programs and all Lighting and Landscaping Assessment Districts

Objectives

Comments/Status

Prioritize the City’s capital improvement program.

The annual budget process includes a five year capital
improvement program with the first year funded as part of the
budget. The Public Works Department would like to prepare a
more comprehensive Five Year CIP and this will be done in future
years.

Develop and implement a new code compliance
model based on the new administrative citation
program.

A three-tier code compliance model has been developed and is
being implemented with various elements underway on a pilot
basis.

Secure maintenance and operations funding for all
new capital facilities.

Elements of funding for improvements like the new segments of
the Bay Trail have been added into the Citywide Landscape&
Lighting Assessment District. Options to address these needs are
being explored for other projects, including the Bayfront.

Effectively manage day-to-day operations to ensure
Hercules keep its reputation as a well-maintained
city.

The landscaping contracts is now being more actively managed.
Two Public Works Maintenance Workers have been designated
leads with new oversight responsibilities related to maintenance
in effect. A firm has been retained to provide adjunct engineering
services in support of the operation and management of the
City’s sewer system. Street sign replacement is underway. A
major tree maintenance and trimming contract has been
completed. A major pothole repair contract was let and
completed as was a street striping contract. The City Council
approved a trench cut ordinance to protect our investments in
streets which requires utilizes and others to make repairs to
newly rehabilitated streets when they make trench cuts to access
their utilities and systems. A contract for a major sewer system
cleaning and inspection will begin early May and an ordinance to
mandate full trash capture on commercial properties was
introduced and acted upon in March.

Update lighting and landscaping districts annually.

The annual update for the base landscape & light assessments is
underway now.

Consider updating the lighting and landscaping
districts to increase funding and level of service.

The City Council has embarked on another effort to have
assessment payers in five zones of the Citywide District consider
an approve assessment increases through a Proposition 218
process. That process will conclude in July.
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Goal H: Continue to Provide Exemplary Governance and City

Administration

Strategy 1: Improve Administrative Processes and Overall of Executive and Administrative Management

Objectives

Comments/Status

Enhance strategic planning and implementation
efforts with linkage to the budget.

A Five Year Forecast was developed and reviewed after the
Strategic Plan was approved in July 2017. An update of the
forecast was reviewed together with the Strategic Plan on March
27, 2018, as a first step in setting the stage for the development
of the 2018/19 budget. This update on Strategic Plan Objectives
was as a result of that review.

Improve financial, personnel, and administrative
functions.

Numerous efforts to enhance systems in these are have bene
completed or are underway. Business Licensing has been out
sourced. A new master personnel model is in development. An
update of the City’s Overhead & Cost Allocation Model has been
completed. A Class & Compensation Study is nearing completion.
A comprehensive update to the City’s records management
policies and system is almost ready for City Council review. The
City’s standard form contracts have been updated. A new agenda
processing system called Legistar has been implements and is
now in use. A UUT/Franchise Fee Audit is underway.

Ensure all required state and federal financial
reports are timely.

The City is keeping current with its federal and state reporting
requirements.

Complete financial and operational audits in a
timely manner.

The annual audit was completed at its earliest date since the prior
periods where the City had fallen behind.

Provide regular financial reports including mid-year
review.

The Finance Department provides the Finance Commission and
City Council with quarterly reports including a mid-year review. In
addition, the City is annually updating the League of California
Cities Financial Diagnostic Tool. The development an annual
update of the Five Year Forecast is also another new tool to assist
in financial reporting.

Evaluate financial controls and streamline where
advisable.

The City Council approved an increase in the City manager’s
contracting authority which has greatly streamlined the process
to move projects and activities forward. A listing of City Manager
approved contracts is being provided quarterly. The City has
developed a purchasing matrix to assist staff in navigating the
purchasing process. An update of the City’s purchasing policies is
currently underway.

Evaluate and re-engineer as necessary
administrative processes.

This objective cross-over to a number of other objectives where
activities related to this objective have already been described.

Evaluate IT systems, especially financial

management to determine possible improvements.

A new web site is set for launch in the 2" quarter of the year. The
launch of the Legistar module for agenda production was
discussed previously. An upgrade of the broadcast equipment in
the City Council Chambers was completed.

Ensure good inter-departmental communications
and collaboration

This is on-going effort. Interdepartmental teams are leading
efforts related to the website upgrade, the new code compliance
model, and other initiatives.
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Strategy 2: Enhance Usage of the City’s Finance Commission

Obijectives

Provide oversight of City tax measures.

The Finance Commission serves as the citizen’s oversight board
for the City’s two local tax measures. The Finance Commission
provided its annual report on the Measures for the 2017 fiscal
year to the City Council on march 27, 2018. The City Council also
serves as an additional level of oversight on the measures.

Serve as a resource to staff.

The Finance Commission serves as a sounding board for staff in
addition to having formed an Ad Hoc Committee this year to
undertake a financial review of parks & recreation programs.

Provide training to commissions.

The City Clerk & City Attorney undertake annual training for
Commissions with that having taken place in March, 2018. In
addition, a Leadership Coffee was launched this year and took
place in February with the Mayor and Vice Mayor meeting with
the Chair and Vice Chair of each of the Commissions in a joint
session to exchange ideas and information.

Strategy 3: Provide and Enhance Exemplary Governance

Objectives

Enhance relationships in support of education and
schools.

The City has been actively engaged in the effort to preserve
School Resource Officers which directly support a safe school
environment which contributes to learning and performance.

Encourage and engage in regional collaboration
and cooperation.

Regional collaboration efforts of note include the Tri-City dispatch
and CAD/RMS contract; the pending transition to the County for
cable broadcasting; the City active participation in many regional
boards and Joint Powers Authorities; a regional freeway camera
project for Highways 80 and 4 to enhance community safety; and
others. The City also hosted the West County Mayors &
Supervisors Association for the last six months of 2018.

Continue to enhance transparency and open
government.

The Pilot Streaming of City Council and Planning Commission
meetings and the re-initiation of cable casting contributes to
transparency and open government. The recently completed and
launched upgrade of the City website should also facilitate this
objective. In addition, the pending update of the City’s record
retention schedule and approval of a revised records
management program will contribute to transparency.

Foster an ethical environment free from conflicts of
interest.

The City Council has adopted a Code of Ethics which is reviewed
annually and an annual acknowledgment of the policy is required
for City Council Members, Commission Members and key staff.

Enhance access to information (sunshine
provision).

An update of the City’s website is underway which will serve as a
vehicle for enhanced access to information.

Provide a means for employees to report concerns
or possible wrong doing (whistle-blowing).

The City maintains a whistleblower hotline through a third party
and regularly makes that information available to employees.

Conduct annual review and update of anti-
nepotism, anti-cronyism, conflict of interest, and
Code of Ethics.

The City Council conducts an annual review of these policies with
that having taken place last on January 23, 2018.
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Reduce exposure to litigation and claims. The City has been successful in reducing claims and litigation over
the past few years. Efforts to continue this trend include updates
to the City’s standard form of contracts and the development of
specialty contract models, the investment of monies to address
key infrastructure issue like the maintenance of trees and the
filling of major potholes.
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GOVERNING STRUCTURE AND BASIS OF BUDGETING

The City of Hercules is a municipality incorporated in 1900 under provisions of the Constitution of the
State of California. The City operates under a Council Manager general law form of government and is
governed by a council of five elected members with staggered four-year terms. Additionally, City Council
members act as the board of directors of the Hercules Public Financing Authority (PFA).

BASIS OF BUDGET AND FUND STRUCTURE

Local governments account for revenues and expenditures through separate funds such as General,
Special Revenue, Enterprise, Internal Service and Fiduciary funds. The accounts of the City of Hercules are
organized on the basis of funds, each of which is considered a separate financial entity. Each fund is
comprised of a set of self-balancing accounts for its revenues and expenditures. Government resources
are allocated to and accounted for in individual funds based upon the purposes for which they are to be
spent and the means by which spending activities are controlled. The various funds are grouped into
generic fund types and fund categories as follows:

Governmental Funds

- General Fund: The General Fund is the general operating fund of the City. It is used to account for all
financial resources except those required to be accounted for in another fund.

- Special Revenue Funds: Special Revenue Funds are used to account for the proceeds of specific revenue
sources (other than special assessments, expendable trusts, or major capital projects) that are legally
restricted to expenditures for specified purposes.

- Capital Projects Funds: The Capital Projects Funds are used to account for financial resources to be used
for the acquisition or construction of major capital facilities (other than those financed by Proprietary
Funds and Trust / Agency Funds).

- Debt Service Funds: Debt Service Funds are used to account for the accumulation of resources for, and
the payment of, general long-term debt principal, interest, and related costs.

- Internal Service Funds: Internal Services Funds are a type of proprietary fund used to report any activity
that provides goods and services on a cost reimbursement basis to other City funds and departments of
the primary government and its component units.

- Trust / Agency Funds: Trust Funds are used to account for assets held by the City in a trustee capacity
for individuals, private organizations, other governments, and/or other funds.

Business-Type Funds

Enterprise Funds: Enterprise Funds are used to account for operations:

(a) that are financed and operated in a manner similar to private business enterprises where the intent of
the governing body is that the full costs (expenses, including depreciation) of providing goods or services
to the general public on a continuing basis be recovered primarily through user charges; or (b} where the
governing body has decided that periodic determination of revenues earned, expenses incurred is
appropriate for capital maintenance, management control or accountability. Because enterprise funds
use the full-accrual basis of accounting under FASB, all long-term debt liabilities and debt service
payments are recorded within the enterprise fund itself. For tracking convenience, a separate fund for
enterprise debt service payments is shown on the following table although all transactions are reported
together within an enterprise fund’s financial statements. City budgets contain three major categories -
operating, capital and debt. The table on the following page lists the City’s funds and the categories in
which a fund’s financial transactions contain.
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HERCULES FINANCIAL REPORTING FUND STRUCTURE

Fund
By Category Order and GL Fund # Operating Capital Debt
GENERAL FUND (100} X X
SPECIAL REVENUE FUNDS

Fiscal Neutrality Fee/Reserve (401)
Landscape and Lighting (220-224)
Storm Water (242)

Community Development (242, 243)
Gas Tax; Street/Traffic (262, 263, 265)
Solid Waste / Recycling {(291)

Grants (201, 295, 340 to 352)
CAPITAL PROJECT FUNDS

City Capital Project (300, 310, 311) X
Develop Imp Fac Fees (241, 244-261, 264, 521) X
DEBT SERVICE FUNDS
Assessment Districts DS (380-382)
City Fac. Energy Efficiency Lease (383) X
2003B Lease Revenue Bonds DS (672) X
2009 Series Lease Revenue Bonds{673) X
ENTERPRISE FUNDS
Sewer Utility (420, 535) X X
Sewer Revenue Bonds 2010 Debt Service (675)
INTERNAL SERVICE FUNDS

Vehicle Replacement ISF (450)

Equipment Replace/Info Tech ISF {460)

Facility Maintenance ISF (470)

Retiree Health OPEB (511)

TRUST FUNDS

Taylor Woodrow Maintenance. LMOD (501)
Hercules Community Library Fund (531)

RX XX x| x| >
x

=KX x| >

x

b
x

XX x| >

x

x

BASIS OF ACCOUNTING AND FINANCIAL REPORTING

The basis of accounting refers to when revenues and expenditures or expenses are recognized in the
accounts and reported in the financial statements. The basis of accounting depends on the purpose for
which the fund has been established and by its measurement focus.

All governmental and expendable trust funds use a current financial resources measurement focus. With
this measurement focus, only current assets and current liabilities are included on the balance sheet.
Operating statements of these funds present increases (i.e., revenue/other financing sources) and
decreases (i.e., expenditures/other financing uses) of net current assets.

All proprietary funds, pension trust and agency funds are accounted for on a flow of economic resources
measurement focus. With this measurement focus, all assets and liabilities associated with operation are
included on the balance sheet. Fund equity for proprietary funds (i.e., net total assets) is segregated into
restricted net assets and unrestricted net assets. Proprietary fund type operating statements present
increases (e.g., revenues) and decreases (e.g., expenses) in net total assets. Interest is capitalized on
proprietary fund assets acquired with tax-exempt debt. Agency and trust funds are custodial in nature
(assets equal liabilities) and do not involve measuring the results of operations.
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Modified Accrual Accounting. The modified accrual basis of accounting is used by all governmental funds
and expendable trust funds, as required by generally accepted accounting principles (GAAP), the
Governmental Accounting Standards Board (GASB) and the State of California. Under the modified accrual
basis of accounting, revenues are recognized when they become measurable and available as net current
assets. Property tax and assessments are recognized as revenues in the fiscal year in which the taxes were
levied. Sales and use taxes are reported as revenue when collected by the State of California for
subsequent remittance to the City. Intergovernmental revenues and investment earnings are accrued
when earned. Revenues from grants, entitlements, and donations are recognized in the fiscal year in
which all eligibility requirements are satisfied. Fines and permits revenue are not susceptible to accrual
as they generally are not measurable until received in cash.

Expenditures are generally recognized under the modified accrual basis of accounting when the related
fund liability is incurred. Exceptions to this general rule include principal and interest on general long-
term debt, recognized when due, and accumulated unpaid vacation and compensatory pay that is accrued
and reported on the government-wide financial statements far governmental funds.

Full Accrual Accounting. As mentioned previously, the full-accrual basis of accounting is used for the
enterprise and proprietary fund types. Under this method, revenues are recognized when earned and
expenses are recognized at the time liabilities are incurred. The City has chosen to utilize GASB as its
standard setting body for the accounting in its proprietary funds, as allowed since November 30, 1989.

Deferred revenues arise when potential revenues do not meet both the “measurable” and “available”
criteria for recognition in the current period. Deferred revenues also arise when resources are received
by the City before it has a legal claim to them, as when loans are extended upon agreement for future
lease or loan repayment proceeds. In subsequent periods, when both revenue recognition criteria are
met, or when the City has a legal claim to the resources, the liability for deferred revenue is removed from
the balance sheet and revenue is recognized.

Past actual data presented in this budget document reconcile to the City’s financial statements using the
GAARP basis of accounting for governmental funds and full-accrual basis for enterprise funds.

Basis of Budgeting Method. The budget for FY 2016-17 uses the bhasis of budgeting method. The basis of
budgeting and the basis of accounting are the same for all governmental funds. The budgeting basis for
enterprise and proprietary funds do not include depreciation/amortization of debt principal and interest
payments or the capitalization of capital construction costs or donated/contributed capital. Depreciation
of capital assets for enterprise and internal service funds has been budgeted.

45

FY 2018-19 Adopted Budget 06-26-2018



BUDGET PROCESS AND PROCEDURES

The City follows the following procedures in establishing the budgetary data reflected in this document:

1.

w

The City Manager submits to the City Council a proposed operating budget for the following fiscal
year. This budget includes proposed expenditures, by fund and department, and the revenues
expected to finance them.

Public hearings are conducted to obtain taxpayer comments.

The budget is legally enacted through passage of a resolution before July 1.

The City Manager is authorized to transfer budgeted amounts between objects within the same
department; however, any revisions, which alter total expenditures of any fund, must be
approved by the City Council.

Formal budgetary integration is employed as a management control device. Special Revenue Fund
budgets are adopted on a basis consistent with accounting principles generally accepted in the
United States (USGAAP) and are consistent with the basis used for financial reporting. Accordingly,
actual revenues and expenditures can be compared with related budget amounts without any
reconciliation. The General Fund budget is adopted on the budgetary basis, which is not consistent
with accounting principles generally accepted in the United States of America. Commitments for
material and services, such as purchase orders and contracts, are recorded during the year as
encumbrances to assist in controlling expenditures. Appropriations, which are encumbered at
year-end lapse, then are added to the following year’'s budgeted appropriations. However,
encumbrances at year-end are reported as reservations of fund balance.

Under Article Xlll B of the California Constitution (the Gann Spending Limitation Initiative), the
City is restricted as to the amount of annual appropriations from the proceeds of taxes, and if
proceeds of taxes exceed allowed appropriations, the excess must either be refunded to the State
Controller, returned to the taxpayers through revised tax rates or revised fees schedules, or an
excess in one year may be offset against a deficit in the following year. For the fiscal year ended
June 30, 2015, based on the calculations by City Management, proceeds of taxes did not exceed
the appropriations limit.

Budget revenue amounts represent the original budget modified by adjustments authorized
during the year. Budgeted expenditure amounts represent original appropriations adjusted for
supplemental appropriations during the year, which were contingent upon new or additional
revenue sources and re-appropriated amounts for prior year encumbrances. The City Manager
must approve adjustments to departmental budgets; however, management may amend the
budgeted amounts within departmental expenditure classifications, with approval of the Finance
Director.

Certain appropriations carryover and are re-appropriated for the subsequent year.

Budget appropriations for the various governmental funds become effective July 1. The City
Council may amend the budget during the fiscal year. The legal level of budgetary control has
been established at the fund level.

FY 2018-19 Adopted Budget 06-26-2018 l 2



FY 2018-19 BUDGETARY PROCESS

There are two pieces to the budget: an operating budget and a capital budget. The departmental
operating budgets represent current year operations whereas the capital budget covers major
construction projects and the purchase of major equipment for multiple fiscal years. The operating and
capital budgets are concurrently created and adopted in a similar manner. However the operating budget
covers a one-year period while the capital budget covers a five-year period with money being
appropriated for the first year along with the current year operating budget and the remaining four years
of the capital plan being approved in concept.

The budget and this document is the culmination of a process in which the community -- through its
elected leaders, commission/committee members, public hearings, and the advice of City staff -- decides
upon the services it shall receive from its government under the constraint of resources available to it
through taxes, fees, and transfers from the federal, state, and county governments.

Operating Budget Process

The FY 2018-19 budget process began in March with the request by the Finance Department for revenue
projections and an estimation of operating expenditures requests.

City Council / Finance Commission Budget Meetings. The City Manager and the City’s senior staff
discussed the City’s FY 2018-19 General Fund budget issues with the City Council/Finance Commission as
first looks at revenues and expenditures. The Finance Commission includes five appointed members from
the public. The budget work sessions provided time for the Commission members to discuss issues related
to the budget.

Citizen Input on the Budget and Final Adoption. Citizen participation was encouraged during the
City Council / Finance Commission budget work sessions. Additionally, public notice of Council
consideration of the City’s proposed budget resolution was advertised per state law. A copy of the
proposed FY 2018-19 Budget was available at the City Clerk’s Office and on-line for citizen review prior to
the introduction of the budget at the Council meeting on May 23, 2018. Any amendments made by Council
will be incorporated into the final adopted budget.

Mid-Year Budget Review and Revision Process. After the adoption of the budget, there are
scheduled reviews of the budget’s progress. In March of the fiscal year, there is a major mid-year (second
quarter) review in which revenues and expenditures are examined and adjustments made if necessary.
There are also first, third and fourth quarter reports prepared and reviewed with the Finance
Subcommittee of the City Council. Any adjustments to the budget must be passed by City Council
resolution.

In addition to these scheduled reviews of the adopted budget, there is a process for amending the budget
during the year if a department finds that more money is needed to be spent on a program than was
originally anticipated, or finds that there are new funded or unfunded needs to be met. In this case, the
department must present to City Council its reasons for requesting a budget adjustment. As with the
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scheduled budget reviews, these budget adjustments must also be adopted by City Council resolution
before a department can spend money amounting to more than the original appropriation.

Requests for adjustment to the budget fall into two categories:

» Pre-Approval - Departments may present to Council on an individual basis revised funding
requests for approval to proceed with a new initiative, program or project. Council approval of
such requests constitutes formal budget appropriations authority.

» New Requests - Department requests may be submitted through the mid-year revision resolution.
Departments submit a memorandum to the City Manager outlining the cost of the requested
item, its justification, the financing source(s), whether the request is a one-time or on-going cost,
and accounting codes impacted. If approved by the City Manager, these requests are listed on
the subsequent mid-year revision resolution. City Manager review includes a determination of
the necessity for the request and its fiscal impact.

Capital Improvement Budget

The Capital Improvement Budget is a plan for capital projects, fixed assets, and infrastructure owned by
the City of Hercules. Requests from senior staff are reviewed by the City Manager as part of the annual
budget development process to insure that the City’s assets are maintained in an efficient manner and
that Council long-term goals are met. The capital budget is organized by the department and/or fund
responsible for the asset. The capital process starts with departments submitting their requests for
maintenance, replacement, and the addition of assets under their control. The City Manager oversees a
disciplined process to provide assurance to citizens that the City's assets and infrastructure are properly
maintained.

USING THIS BUDGET DOCUMENT

The first section of this document is a general introduction to the budget and the document itself. The
document covers both the operating and capital budgets for the City with most of this document being
devoted to the City’s operating budgets. In general, the document is organized by fund type with the
majority of it devoted to the General Fund.

The first section of this document gives a general overview of the City’s revenues, expenditures, and fund
balances. This section gives a summary of the fund balances for all of the funds and the resources available
to the City to meet current and future obligations. Also presented are the detailed account information
of all the City’s revenues, and a list of the City employee positions for all departments.

The General Fund section shows budget expenditure details of each General Fund department. The
sections following the General Fund are the City’s various special revenue funds, capital project funds,
debt service funds, enterprise funds, and internal service and trust funds. The Appendices section includes
the resolutions that adopted the budgets, and a glossary of budgeting and accounting terms.

4%
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CITY ORGANIZATIONAL STRUCTURE

The organizational structure of the City of Hercules’ municipal departments is found in the chart on the
following page. The chart outlines the supervisory reporting structure of the City’s senior staff. The City
Manager reports to and serves at the pleasure of the City Council, a five-member elected body.

The City Manager holds a weekly Department Head Meeting to review the occurrences of the prior week
and the upcoming week. This meeting is also held to discuss any items of special interest or concern.
CITY COMMISSIONS AND SUB-COMMITTEES

The City has three (3) commissions and three (3) full/sub committees appointed by the City Council.

Commissions and committees provide advisory recommendations, counsel and guidelines on their
relevant topic areas.

These commissions and committees include the following:

Planning Commission Education Sub-Committee (Inactive)
Community and Library Services Commission Economic Development Sub-Committee
Finance Commission Public Safety/Traffic Sub-Committee

FY 2018-19 Adopted Budget 06-26-2018
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City of Hercules, California

FULL TIME EQUIVALENCY (FTE) EMPLOYEES (a)
BY POSITION TITLE, FUND TYPE AND DEPARTMENT/FUND
FY 2018-19 (05-10-2018)

FY 2016-17 BUDGETED FTE

FY 2017-18 BUDGETED FTE

FY 2018-19 BUDGETED FTE

FUND DEFE Part-Time / Part-Time / Part-Time /
TYPE / EMPLOYEE POSITION TITLES Full-Time Temporary Full-Time Temporary Temporary
FUND FTE FTE Total FTE FTE FTE Total FTE | Ful-TimeFTE|  FTE Total FTE
GENERAL FUND
City Council - 100.4010/4012
Ciry Council Members - 1.25 1.25 1.25 1.25 1.25 1.25
CITY COUNCIL - FTE - 1.25 1.25 1.25 1.25 1.25 1.25
City Manager - 100.4115/4125
City Manager 0.40 - 0.40 0.40 - 0.40 0.40 0.40
Deputy City Manager - 5 - b
Administrative Secretary 1.00 1.00 1.00 1.00 1.00 1.00
PLANNING MANAGER - - - -
CITY MANAGER - FTE 0.40 1.00 1,40 0.40 1.00 1.40 1.40 140
Administrative Services / City Clerk -
100.4420/4421/4423/4115
Admin Srvc Director/City Clerk 0.44 - 044 0.44 - 0.44 0.40 0.40
City Manager 0.03 0.03
Senior Clerk 1.00 - 1.00 1.00 - 1.80 1.00 1.00
Cable/Communications Tech 0.25 0.25 0.25 0.25 0.25 0.25
ADMIN SERVICES - FTE 1.69 1.69 1.69 - 1.69 1.68 1.68
Risk Management - 100.4424
City Manager 0.03 0.03 0.03 0.03 -
Admin Srve Director/City Clerk 0.10 0.10 0.10 0.10
Project Manager - - - - -
RISK MGMT - FTE 0.13 0.13 0.13 - 0.13 -
Human Resources - 100.4520
City Manager 0.07 0.07 0.07 0.07 0.07 0.07
Project Manager - - - - - -
Admin Srve Director/City Clerk 0.10 0.10 0.10 0.10 0.07 0.07
Human Resource Specialist 0.80 0.80
Personnel Technician 0.80 - 0.80 0.80 - 0.80 -
HUMAN RESOURCES - FTE 0.97 - 0.97 0.97 - 0.97 0.94 0:94
Finance - 100.4625
Finance Director 0.80 - 0.80 0.80 - 0.80 0.80 . 0.80
Senior Accountant 0.80 - 0.80 0.80 - 0.80 0.80 0.42 122
Accountant 0.80 - 0.80 0.80 - 0.80 0.80 - 0.80
Accounting Technicians 0.80 - 0.80 0.80 - 0.80 0.80 - 0.80
FINANCE - FTE 3.20 - 3.20 3.20 3.20 3.20 0.42 3.62
Police - 100.5160/5164
Police Chief 1.00 - 1.00 1.00 100 1.00 1.00
Police Commander 1.00 - 1.00 1.00 1.00 1.00 - 1.08
Police Sergeant 5.00 - 5.00 5.00 5.00 5.00 0.50 5.50
Police Officer 14.00 - 14.00 16.50 - 16.50 15.00 - 15.00
Administrative Specialist 1.00 - 1.00 1.00 - 100 1.00 - 1,00
Police Support Specialist 1.00 - 1.00 1.00 - 1.00 2.00 - 2,00
Police Officer Trainee 1.00 1.00
Record Clerk Specialist 0.50 0.50
Parking Enforcement Officer 1.00 - 1.00 1.00 - 1.00 0.50 0.50
POLICE -FTE 24.00 - 24.00 26.50 - 26.50 26.00 1.50 27.50
Community Development - 100.5235
Intern Admin/Eng/Planning 0.53 0.53
Maintenance Worker 11 0.15 0.15
Permit Technician 0.25 0.25
Planning Commissioner 125 1.25
Planning Director 0.90 0.90 0.90 - 0.90 0.95 - 0.95
Public Works Director - - - 0.10 - | 0.10
COMMUNITY DEV - FTE 0.95 - (.95 0.95 0.95 3.23 - I 3.23
Building / Maintenance - ]
100.5238/5432/5435/5436 |
Municipal Services Director - - 2 - . o - -
Planning Director 0.05 - 0.05 0.05 - 0.05 - -
Public Works Director 0.15 - 0.15 0.15 - 0.15 -
Permit Technician (for Building) 0.10 - 0.10 0.10 - 0.10 -
Permit Technician (for Maint) 0.15 - 0.15 0.15 - 0.15 - =
Chief Building Official 0.50 0.50
Public Works Superintendent 0.05 - 0.05 0.05 - 0.05 0.05 - 0.05
Maintenance Worker 0.15 - 0.15 0.15 - 0.15 -
BUILDING / MAINTENANCE - FTE 0.65 - 0.65 0.65 - 0.65 0.05 0.50 0.55
Parks & Recreation - 100.5510-5543
Parks and Recreation Director 1.00 - 1.00 1.00 - 1.00 1.00 1.00
Recreation Program Manager 1.00 - 1.00 1.00 - 1.00 1.00 1.00
Recreation Coordinator 2.00 - 2.00 2.00 - 2.00 2.00 2.00
Recreation Specialist - - . - . 0.66 0.66
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City of Hercules, California

FULL TIME EQUIVALENCY (FTE) EMPLOYEES (a)
BY POSITION TITLE, FUND TYPE AND DEPARTMENT/FUND

FY 2018-19 (05-10-2018)

FY 2016-17 BUDGETED FTE

FY 2017-18 BUDGETED FTE

FY 2018-19 BUDGETED FTE

DEPT
FUND EMPLOYEE POSITION TITLES Part-Time / Part-Time / Part-Time /
TYPE FUND Full-Time Temporary Full-Time ‘Temporary ‘Temporary
FTE FTE Total FTE FTE FTE Total FTE || Full Time FTE|  FTE Total FFE

Recreation Leader PT 6.50 6.50 - 6.50 6.50 0.71 0.7t

Recreation Leader III 3.16 3.16

Recreation Specialist PT 1.00 1.00 - 1.00 1.00 3

Childcare Program Aide 3.50 3.50 - 3.50 3.50 1.49 1.49

Childcare Program Leader 4.50 4.50 - 4.50 4.50 5

Children's Program Leader I - - v - - - 6.65 6.65

Children's Program Leader IT 203 2.03

Children's Program Leader III 4.99 4.99

Facility Attendant 1.31 131

Sports Coach/Referee PT - 1.50 150 - 1.50 1.50 0.25 025

Swim Coach PT - 0.50 0.50 - 0.50 0.50 -

Acquatics Pool Manager - Temp - - - - - - .

Lifeguard-Temp - 3.50 3.50 - 3.50 3.50 0.76 0.76

Senior Lifeguard-Temp - 3.50 3.50 - 3.50 3.50 1.01 1.01

Swim Instructor-Temp 1.00 1.00 1.00 1.00 -

Swim Instructor 1 2.02 2,02

Swim Instructor IT 0.50 0.50

Office Assistant 11 2.86 2.86

Office Assistant I 0.50 0.50

Office Assistant - 1.50 1.50 . 150 1.50 =
PARKS & RECREATION - FTE 4.00 27.00 3100 4.00 27.00 31.00 4.00 28.90 32.90
TOTAL GENERAL FUND FTE 35.99 29.25 65.24 38.49 29.25 67.74 40.50 32.57 73.07

SPECIAL REVENUE FUNDS
LANDSCAPE & LIGHT FUNDS-220-224

Public Works Superintendent 0.30 - 0.30 0.30 0.30 0.30 - 0.30

Municipal Services Director - - - - - -

Public Works Director 0.05 0.05 0.05 0.05 0.05 0.05

Assistant Engineer 0.15 - 0.15 0.15 - 0.15 0.15 - 0.15

Admin Services Director/City Clerk 0.10 - Q.10 0.10 - 0.10 0.05 - 0.05

Maintenance Workers/TEST workers 3.20 - 3.20 3.20 - 3.20 3.24 - 324

Maintenance Aide 0.10 0.10 0.10 0.1¢ =

City Manager 0.10 0.10 0.10 0.10 0.10 8.10

Project Manager . - - -

Permit Technician 0.42 0.42 0.42 0.42 0.48 0.48

Finance Director 0.10 0.10 0.10 0.X0 0.10 0.10

Accounting Technicians/Accountant/Sr Ac 0.30 0.30 0.30 0.30 0.30 0.30

Personnel Technician 0.10 0.10 0.10 0.10 0.15 0.15
LANDSCAPE & LIGHTING - FTE 4.92 - 4.92 4.92 - 4.92 4.92 - 4,92
STORMWATER FUND - 231

Public Works Superintendent 0.20 - 0.20 0.20 - 0.20 0.20 - 0.20

Municipal Services Director - - - - - - - -

Public Works Director 0.10 0.10 0.10 0.10 0.10 0.10

Grants/Project Manager - - - - - .

Assistant Engineer 0.15 015 0.15 0.15 0.15 - 0.15

Permit Technician 0.06 0,06 0.06 - 0.06 0.05 - 0.05

Maintenance Aide 0.10 0.10 0.10 - 0.10 - -

Maintenance Workers 0.56 - 0.56 0.56 0.56 0.66 - 0.66
STORMWATER - FTE 1.17 - 1.17 1.17 - Yy 1.16 - 116
GAS TAX / MEASURE C/J ROADS FUNDS -

262, 263, 264

Municipal Services Director - - = - 5 - - -

Public Works Director 0.40 0.40 0.40 0.40 0.40 0.40

Assistant Engineer 0.40 - 0.40 0.40 0.40 0.40 0.40

Planning Director 0.05 0.05 0.05 0.05 0.05 0.05

Maintenance Aide 0.10 0.10 0.10 0.10 3

Maintenance Workers 1.12 - 112 1.12 1.12 1.30 1.30

Public Works Superintendent 0.20 - 0.20 0.20 - 0.20 0.20 0.20

Permit Technician 0.12 - 0.12 0.12 - 012 0.10 0.10
GAS TAX/MEASURE C/] ROADS - FTE 2.39 - 2.39 2.39 - 2.39 245 2.45
DEVELOPMENT IMPACT FEE FUNDS - 241, 243

City Manager 0.15 0.13 0.15 0.15 0.16 0.16

Project Manager -

Finance Director . - - - = -
DEVELOPMENT IMPACT FEE FUNDS - FTE 0.15 = 0.15 0.15 0.15 0.16 0.16
TOTAL SPECIAL REVENUE FUNDS FTE 8.63 - 8.63 8.63 - 8.63 8.69 - B.69

ENTERPRISE FUNDS
WASTEWATER UTILITY FUND - 420
City Manager 0.25 0.25 0.25 - 0.25 0.25 0.25

-



City of Hercules, California

FULL TIME EQUIVALENCY (FTE) EMPLOYEES (a)

BY POSITION TITLE, FUND TYPE AND DEPARTMENT/FUND

FY 2018-19 (05-10-2018)

FY 2016-17 BUDGETED FTE | FY 2017-18 BUDGETED FTE | FY 2018-19 BUDGETED FTE
DEPT . .
/ EMPLOYEE POSITION TITLES Part-Time / . Part-Time / Part-Time /
UND Full-Time Temporary Full-Time Temporary . Temporary
FIE FTE Total FTE FTE FTE Total FTE | Full-Time FTE|  FTE Tatal FTE
Project Manager - - - - .
Admin Services Director/City Clerk 0.10 - 0.10 0.10 - 0.10 0.07 - 0.07
Municipal Services Director - - - - - - -
Public Works Director 0.30 0.30 0.30 0.30 0.30 0.30
Public Works Superintendent 0.25 - 0.25 0.25 - 0.25 0.25 - 0.25
Maintenance Workers 1.35 1,35 1.35 - 1.35 1.60 - 1.60
Maintenance Aide 0.20 - 0.20 0.20 - 0.20 - -
Assistant Engineer 0.30 0.30 0.30 - 0.30 0.30 0.30
Finance Director 0.10 - 0.10 0.10 - 0.10 0.10 0.10
Interim Finance Director 0.05 0.05
Sr. Accountant 0.10 - 0.10 0.10 - 0.10 0.21 “ 0.21
Personnel Technician 0.10 - 0.10 0.10 - 010 0.10 - 0.10
Permit Technician 0.10 0.10 0.10 0.10 0.07 0.07
Accountant/Accountiny Technician 0.20 - 0.20 0.20 - 0.20 0.20 - 0.20
WASTEWATER FUND - FTE 3.35 - 3E35) 3.35 - 3.35 3.50 - 3.50
HERCULES MUNI UTILITY (HMU)
ELECTRIC - 430
Journeyman-Elect. Utility - - - - - -
Apprentice Line Worker - - B B -
HMU ELECTRIC FUND - FTE - - - - - - -
TOTAL ENTERPRISE FUND FTE 3.35 - 3.35 3.35 - 3.35 3.50 - 3.50
INTERNAL SERVICE FUNDS
EQUIP REPLACE/INFO SYS FUND - 460
Admin Services Director/City Clerk 0.16 0.16 0.16 0.16 0.12 Q.12
Information Systems Administrator 1.00 1.60 1.00 - 1.00 1.00 - 1.00
Cable/Communication Tech 0.75 0.75 0.75 0.75 0.75 .75
EQUP PLACE/INFO SYS FUND - FTE 1.91 - 191 191 - 1.91 1.87 - 1.87
FACILITY MAINTENANCE FUND - 470
Maintenance Workers 0.57 - 0.57 0.57 - 0.57 1.07 - 1.07
Public Works Director - - - - - ~ 0.05 - 0.05
Maintenance Aide/Janitor/Custodian 0.50 0.50 0.50 - 0.50 - - -
FACILITY MAINTENANCE FUND - FTE 1.07 1.07 1.07 - 1.07 112 - 12
TOTAL INTERNAL SERVICE FUNDS FTE 2.98 - 2.98 2.98 - 2,98 2.99 - 2.99
TOTAL FTE POSITIONS BY DEPARTMENT/FUND 50.95 29.25 80.20 53.45 29.25 82.70 55.68 32.57 88.25
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FUND BALANCES OVERVIEW

Fund balance represents resources available to meet current and future obligations. They are necessary
to provide liquidity throughout the year when the timing of receipt of revenues does not coincide with
the level of expenditures, to provide a bridge between good and bad economic times, to avoid sudden
changes in the organization’s service level due to unforeseen poor fiscal conditions, and to have resources
available to address unplanned, catastrophic events that affect the health, safety and vitality of the
community.

For governmental funds, total fund balance is calculated as total assets less total liabilities and restricted
reserves. Enterprise and internal service funds follow private sector accounting standards. Rather than
fund balance, these business-type entities have “net assets” but it is also calculated as total assets less
total liabilities.

With the implementation of an accounting change regarding governmental funds equity (i.e. GASB
Statement No. 54), governmental fund balance categories are Non-spendable, Restricted, Committed,
Assigned or Unassigned and enterprise funds categories are reported as Unrestricted Net Assets or Net
Investment in Capital Assets.

This budget document will use the GASB 54 terminology in referencing fund balance.

Combined Fund Balances and Financial Performance

The General Funds fund balance is positive and the unassigned fund balance is projected to be positive
for FY 2018-19. The General Fund unassigned fund balance should always be a positive number. In the
past, the General Fund relied heavily on transfers in from Fiscal Neutrality and other funds. In FY2011-12,
the citizens of Hercules passed Measure O to increase the Sales Tax for 4 years. In FY 2012-13, the citizens
of Hercules passed Measure A to increase the Utility Users Tax for 5 years. In November of 2015, Hercules
voters extended both measures as Measures B & C.

The Fiscal Neutrality Fund is the City of Hercules “rainy day” fund. The assigned fund balance is now
$2,171,098. The minimum fund balance for the City of Hercules Fiscal Neutrality Fund is at least 2 months
of expenses, or 17% (this is what is recommended by the Government Finance Officers Association
(GFOA)).

Lighting and landscape district assigned fund balances continue to be sufficient to meet their needs. The
City will be undertaking a Prop 218 process prior the start of the FY 2018-19 Fiscal Year to address this
and other LLAD issues.

The Storm Water Fund unassigned fund balance is negative. This has improved somewhat with a transfer
in from the General Fund of some recycling related revenues, and given planned transfers from the same
source should not be increasing. However, there should be a formal transfer from the General Fund to
the Storm Water Fund to eliminate the accumulated deficit which will be considered as part of the close-
out of the 2017-18 fiscal year.

—
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Adequate restricted fund balances remain in the City’s street/funds maintenance and repair funds to fund
road projects.

Unassigned fund balances in the City’s development impact funds are reflected as zero amounts due to
the fact that the Government Code 66000 requires that all these balances be restricted for specific capital
projects related to new development. Further, fund balances in the internal service funds are appropriate
to meet unexpected events or to fund future initiatives for investing in the City’s information technology
needs and equipment.

The amounts in the enterprise funds are categorized as Net Investment in Capital Assets and Unrestricted
Net Assets. For presentation purposes we have utilized the Waste Water Bond Fund to show the dollar
amount of bond proceeds transferred out for projects.
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FY 18-19 PROJECTED ENDING FUND BALANCE (06-12-18)

Fiscal Year 17-18 (Projected Year End Estimate)

Fiscal Year 18-19 (Projected Ending Fund Balance)

Esti dYE Estimated YE Estimated Projected
Beginning  Revenue as of Expenditures Ending Beginning ~ PROPOSED PROPOSED Ending

Fund/Fund Descripﬁon Fund Balance 04-16-18 s 0f04-16-18  Fund Balance | Fund Balance Revenue Expenditures  Fund Balance
100 - GENERAL FUND 37,479,750 14,525,730 15,443,163 36,562,317 36,562,317 15,063,926 14,881,778 36,744,465
201 - AB 3229 COPS PROGRAM 94,379 100,000 100,000 94,379 94,379 100,000 100,000 94,379
220 - CITYWIDE L&L DIST 83-2 1,694,164 1,299,519 1,635,278 1,358,405 1,358,405 1,922,266 3,225,637 55,034
221 - VICTORIA BY THE BAY L&L 301,750 335,189 | 524,193 112,746 112,746 443,177 477,543 78,380
222 - HERCULES VILLAGE L&L DIST 287,548 115,062 172,167 230,443 230,443 149,895 171,520 208,818
223 - BAYWOOD ASSESS 04-1 L&L 68,683 99,604 121,574 46,713 46,713 143,368 180,506 9,575
224 - BAYSIDE ASSESS DIST L&L 30,973 85,026 83,012 32,987 32,987 110,125 89,636 53,476
225 - ARTERIAL 0 200,380 119,048 81,332 81,332 235,710 203,015 114,027
231 - STORMWATER ASSESSMENT (177,339) 332,387 326,847 (171,799) (171,799) 321,387 358,996 (209,408)
241 - DIF-GEN PUBLIC FACILITIES 113,278 58,525 27,024 144,779 144,779 37,820 32,481 150,118
242 - COMMUNITY DEVELOPMENT FND (423) 123,000 88,357 34,220 34,220 0 0 34,220
243 - DEVELOPMENT FEE FUND 116,162 0 27,024 89,138 89,138 0 29,555 59,583
244 - DIF-POLICE FACILITIES 252,686 103,581 0 356,267 356,267 16,773 0 373,040
246 - DIF-FIRE FACILITIES (66) 137,630 0 137,564 137,564 0 0 137,564
247 - DIF-PARK & REC 4,577,286 895 0 4,578,181 4,578,181 0 0 4,578,181
261 - DIF-TRAFFIC FACILITIES 549,045 80,145 0 629,190 629,190 132,208 268 761,130
262 - STATE GAS TAX FUND 1,197,493 659,015 1,438,453 418,055 418,055 984,487 1,696,983 (294,441)
263 - MEASURE "C" STREET FUND 343,622 492,928 899,093 (62,543) (62,543) 379,984 608,209 (290,768)
264 - STMP TRAFFIC IMPACT FUND (181) 0 0 (181) (181) 0 0 (181)
291 - AB 939 - JPA FUND 653,920 172,046 228,571 597,395 597,395 175,178 102,439 670,134
295 - GRANT FUND (8,706,346) 8,588,881 0 (117,465) (117,465) 0 0 (117,465)
300 - CITY CAPITAL PROJ-SINGLE 135,427 0 0 135,427 135,427 0 0 135,427
310 - CITY CAPITAL PROJ-MULTI (45,054) 0 0 (45,054) (45,054) 0 0 (45,054)
311 - CITY CAPITAL PROJECTS 8,663,441 0 8,600,000 63,441 63,441 0 0 63,441
340 - GRANT FUND/ STIP / RIP (4,489,380) 3,288,539 0 (1,200,841)]  (1,200,841) 0 0 (1,200,841)
341 - GRANT FND/STIP-TE (1,073,609) 0 0 (1,073,609)] (1,073,609) 0 0 (1,073,609)
342 - GRANT FND/TIGER 11 (260,453) 0 0 (260,453) (260,453) 0 0 (260,453)
343 - ABAG/EBRP 0 0 0 0 0 0 0 0
344 - MEASURE AA/EBRP (155,144) 0 0 (155,144) (155,144) 0 0 (155,144)
345 - MEASURE WW/EBRP (229,013) 0 0 (229,013) (229,013) 260,000 260,000 (229,013)
346 - CCTA MEAS J EXP PLAN (1,630,455) 288,000 60,000 (1,402,455)]  (1,402,455) 60,000 60,000 (1,402,455)
347 - CCTA TLC GRANT (204,457) 0 0 (204,457) (204,457) 106,000 106,000 (204,457)
348 - CCTA PBTF (237,938) 0 0 (237,938) (237,938) 0 0 (237,938)
349 - SAFETEA LU (350,270) 0 0 (350,270) (350,270) 0 0 (350,270)
350 - STMP-SUB REG TRANS PROJ 51,684 0 236 51,448 51,448 0 0 51,448
351 - OBAG 0 1,482,200 1,482,200 0 0 0 0 0
352 - TRAFFIC CONGESTION RELIEF PR 18,314 0 0 18,314 18,314 0 0 18,314
380 - DIST 91-1 DEBT DERVICE FUND 162,772 0 0 162,772 162,772 0 0 162,772
381 - ASSMT. DIST 01-1 DEBT §VC 359,845 9,898 6,799 362,944 362,944 9,800 13,562 359,182
382 - ASSMT DIST 05-01 DEBT SVC 459,219 435,282 2,639,099 (1,744,598)]  (1,744,598) 435,300 426,077 (1,735,375)
383 - SUNTRUST LEASE 205,099 205,099 0 0 205,099 207,865 (2,766)
387 - WATER QUALITY RET BASIN 42,000 13,000 | 29,000 29,000 44,000 40,000 33,000
401 - FISCAL NEUTRALITY FEE 2,176,150 130,683 0 2,306,833 2,306,833 7,000 0 2,313,833
420 - SEWER ENTERPRISE FUND 30,459,591 6,168,016 6,648,794 29,978,813 29,978,813 5,933,890 5,697,329 30,215,374
430 - HERCULES MUNL UTILITY (142,505) 0 0 (142,505) (142,505) 0 0 (142,505)
450 - VEHICLE REPLACEMENT FUND 1,081,869 88,362 134,602 1,035,629 1,035,629 124,000 124,000 1,035,629
460 - EQUIPMENT REPLACEMENT FND 885,548 571,739 668,218 | 789,069 789,069 888,380 901,041 776,408
470 - FACILITY MAINTENANCE FUND (225,859) 387,229 515,783 (354,413) (354,413) 682,086 682,086 (354,413)
501 - TAYLOR WOODROW MAINT LMOD 66,773 0 66,773 66,773 200 0 66,973
511 - GASB 45 OPEB LIABILITY 2,170,843 212,335 48,938 2,334,240 2,334,240 170,200 53,500 2,450,940
521 - REGIONAL WATER QUALITY 49,167 107 0 49,274 49,274 200 0 49,474
531 - HERCULES COMM LIBRARY FND 112 0 0 112 112 0 0 112
535 - HERCULES/PINOLE WWTP PLAN (10,880) 7,718 0 (3,162) (3,162) 10,880 0 7,718
672 - 20038 DEBT SERVICE PFA 6,858,314 1,274,716 1,353,639 6,779,391 6,779,391 567,639 307,311 7,039,719
673 - 2009 DEBT SERVICE PFA 1,588,491 1,084,743 956,325 1,716,909 1,716,909 886,044 740,264 1,862,689
675 - 2010 DEBT SERVICE WWTP 490,000 260,000 0 750,000 750,000 265,000 0 1,015,000
720 - TRANSIT FND-WESTCAT - (3,533) 0 0 (3,533) (3,533) 3,533 0 0
730 - HERCULES GOLF CLUB 43,231 0 10,000 33,231 33,231 0 0 33,231
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CITY OF HERCULES

FY18-19 TRANSFERS-IN AND TRANSFERS-OUT

Sum of
Activity Sub Account Fr18-19
Fiscal Ye Account Type Fund  Fund Description Description =~ Account Formatted  Account Description | PROPOSED
2019 REVENUE 100 GENERAL FUND TRANSFERS IN 100-0000-490.20-10  AB 3229 COPS GRANT 100,000
100-0000-490.73-00  GOLF COURSE
o 220 CITYWIDE L&L DIST 83-2 TRANSFERS IN 220-0000-490-26-20  TRANSFERS IN/GAS TAX FUND 94,187
221 VICTORIA BY THE BAY L&L TRANSFERS IN 221-0000-490-26-20  TRANSFERS IN/GAS TAX FUND 9,451
222 HERCULES VILLAGE L&L DIST TRANSFERS IN 222-0000-490-26-20  TRANSFERS IN/GAS TAX FUND 4,250
223 BAYWOOD ASSESS 04-1 L&L TRANSFERS IN 223-0000-490-26-20  TRANSFERS IN/GAS TAX FUND 3,398
= 224 BAYSIDE ASSESS DIST L&L TRANSFERS IN 224-0000-490-26-20  TRANSFERS IN/GAS TAX FUND 2,502
225 ARTERIAL ROADWAYS TRANSFERS IN 225-0000-490.22-00  TRANSFERS IN/CITYWIDE L&L DIST 83-2 198,980
225-0000-490.22-10  TRANSFERS IN/VICTORIA BY THE BAY L&L 20,730
225-0000-490.22-20  TRANSFERS IN/HERCULES VILLAGE L&L DIST 2,536
oo 225-0000-490.22-30  TRANSFERS IN/BAYWOOD ASSESS 04-1 L&L 2,406
225-0000-490.22-40  TRANSFERS IN/BAYSIDE ASSESS DIST L&L 11,058
225-0000-490.26-20  TRANSFERS IN/GAS TAX FUND
225-0000-490.26-30  TRANSFERS IN/MEASURE C
231 STORMWATER ASSESSMENT TRANSFERS IN 231-0000-490.10-00  GENERAL FUND 71,387
295 GRANT FUND TRANSFERS IN 205-0000-490.31-10  GRANT FUND
401 FISCAL NEUTRALITY FEE TRANSFERS IN 401-0000-490.10-00  GENERAL FUND
511 GASB 45 OPEB LIABILITY TRANSFERS IN 511-0000-490.10-00  GENERAL FUND
614 OWNER PARTICIPATION AGMTS  TRANSFERS IN 614-0000-490.61-90 2007 RDA TAB SERIES A 2,039,316
TRANSFERS IN 614-0000-490.62-00  TRANSFERS IN 130,000
615 RDA TAX ALLOC SERIES 2005 TRANSFERS IN 615-0000-490.63-00  RDA CAPITAL FUND
615-0000-490.67-20  PFA 03B LEASE REV BONDS
TRANSFERS IN 615-0000-490.62-00  TRANSFERS IN 6,555,000
615-0000-490.67-30  TRANSFERS IN
617 RDA TAX ALLOC 2007 A TRANSFERS IN 617-0000-490.62-00  TRANSFERS IN 1,004,194
618 RDA TAX ALLOC 2007 B TRANSFERS IN 618-0000-490.62-00  TRANSFERS IN 741,919
619 2007 RDA TAB SERIES A TRANSFERS IN 619-0000-490.61-50  RDA 2005 TABS 2,609,831
619-0000-490.67-20  PFA 03B LEASE REV BONDS
TRANSFERS IN 619-0000-490.62-00  TRANSFERS IN
672 2003B DEBT SERVICE PFA TRANSFERS IN 672-0000-490.62-00  TRANSFERS IN
673 2009 DEBT SERVICE PFA TRANSFERS IN 673-0000490.62-00  TRANSFERS IN
675 2010 DEBT SERVICE WWTP TRANSFERS IN 675-0000-490.42-00  SEWER ENT. FUND 265,000
720 TRANSIT FUND-WESTCAT _ TRANSFERS IN 720-0000-490.47-00  TRANSFERS IN/FACILITIES 3,533
535 HERCULES/PINOLE WWTP PLAN  TRANSFERS IN 535-0000-490.42-00  TRANSFERS IN/WASTE WATER 10,880
REVENUE Total | 13,880,557
| EXPEND 100 GENERAL FUND TRANSFERS QUT 100-9999-690.23-10  STORMWATER ASSESSMENT 71,387
100-9999-690.40-10  FISCAL NEUTRALITY FEE
100-9999-690.51-10  RETIREE OPTIONAL BENEFITS
201 AB 3229 COPS PROGRAM TRANSFERS OUT 201-9999-690.10-00 | GENERAL FUND 100,000
220 CITYWIDE L&L DIST 83-2 TRANSFERS OUT 220-9999-690-22-50 | TRANSFERS QUT/ARTERIALS 198,980
221 VICTORIA BY THE BAY L&L TRANSFERS OUT 221-9999-690-22-50 | TRANSFERS OUT/ARTERIALS 20,730
222 HERCULES VILLAGE L&L DIST TRANSFERS QUT 222-9999-690-22-50  TRANSFERS OUT/ARTERIALS 2,536
223 BAYWOOD ASSESS 04-1 L&L TRANSFERS OUT 223-9999-690-22-50 | TRANSFERS QUT/ARTERIALS 2,406
224 BAYSIDE ASSESS DIST L&L TRANSFERS OUT 224-9999.690-22.50 | TRANSFERS OUT/ARTERIALS 11,058
262 STATE GAS TAX FUND TRANSFERS OUT 262-9999-690.22-00  TRANSFERS OUT/CITYWIDE L&L DIST 83-2 94,187
I"TE 262-9999-690.22-10  TRANSFERS QUT/VICTORIA BY THE BAY L&L 9,451
262-9999-690.22-20  TRANSFERS OUT/HERCULES VILLAGE L& DIST 4,250
262-9999-690.22-30 | TRANSFERS QOUT/BAYWOOD ASSESS 04-1 L&L 3,398
262-9999-690.22-40 | TRANSFERS OUT/BAYSIDE ASSESS DIST L&L 2,502
311 CITY CAPITAL PROJECTS TRANSFERS OUT 311-9999-690.29-50 | GRANT FUND
420 SEWER ENTERPRISE FUND TRANSFERS OUT 420-9999-690.67-50 2010 DEBT SERVICE WWTP 265,000
TRANSFERS OUT 420-9999-690.53-50  TRANSFERS OUT/WWTP 10,880
470 FACILITY MAINTENANCE FUND TRANSFERS OUT 470-9999-690.72-00  TRANSFERS OUT/TRANSIT FUND WESTCAT 3,533
615 RDA TAX ALLOC SERIES 2005 TRANSFERS OUT 615-9999-690.61-90 | 2007 RDA TAB SERIES A 2,609,831
619 2007 RDA TAB SERIES A TRANSFERS OUT 619-9999-690.61-40 | OWNER PARTICIPATION AGMTS 2,039,316
620 RETIREMENT OBLIGATION FND TRANSFERS OUT 620-9999-690.61-40 | OWNER PARTICIPATION AGMTS 130,000
620-9999-690.61-50 | RDA 2005 TABS 6,555,000
620-9999-690.61-70 | 2007A 1,004,194
620-9999-690.61-80 | 2007B 741,919
620-9999-690.61-90 2007 RDA TAB SERIES A
620-9999-690.67-20 | PFA 03B
620-9999-690.67-30 | 2009 DEBT SERVICE PFA
630 RDA - CAPITAL PROJECT FND TRANSFERS OUT 630-9999-690.61-50 | RDA 2005 TABS
672 2003B DEBT SERVICE PFA TRANSFERS OUT 672-9999-690.61-50 |RDA 2005 TABS
672-9999-690.61-90 2007 RDA TAB SERIES A
673 2009 DEBT SERVICE PFA TRANSFERS OUT 673-9999-690.61-50  RDA 2005 TABS
| 730 HERCULES GOLF CLUB TRANSFERS OUT 730-9999-690.10-00  GENERAL FUND
EXPEND Total 13,880,558
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RESOLUTION NO. 18-043

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF HERCULES APPROVING
THE FISCAL YEAR 2018-19 CITY OF HERCULES BUDGET PLAN WHICH INCLUDES
THE FIRST YEAR (2018-19 FISCAL YEAR) OF THE FIVE-YEAR (2018-2023 FISCAL
YEARS) CAPITAL IMPROVEMENT BUDGET AND MAKING CERTAIN
DESIGNATIONS, CONFIRMING THE CITY MANAGER’S CONTRACT AUTHORITY,
AND APPROVING (21) ANNUAL CONTRACTS FOR SERVICES IN THE TOTAL
AMOUNT OF §$1,013,206

WHEREAS, the City of Hercules (City) has prepared and adopted annually the operating and
capital budgets of the various funds of the City with the intent of providing a policy program for
City services and a financial system to carry out the planned program of services; and

WHEREAS, the City Manager has prepared and is submitting an operating and capital budget for
FY 2018-19; and

WHEREAS, the City Manager and Finance Director has reviewed the proposed budget with the
City Council and Finance Commission; and

WHEREAS, those reviews included consideration of the capital projects listed to be funded by
the various City funds, and the presentation of individual operating budgets in those funds; and

WHEREAS, the operating and capital budget program reflects cost containment efforts in all
departments and funds; and -

WHEREAS, the budget, as presented, does not include provisions for any additional State or
Federal takeaways or legislation that might adversely affect the proposed budget; and

WHEREAS, all grants received shall be appropriated and spent according to grant guidelines; and

WHEREAS, it will be necessary to carry over certain encumbrances and committed expenditures
from FY 2017-18 to FY 2018-19; and -

WHEREAS, the City Council has reviewed the proposed budget for FY 2018-19 at Public
Hearings on June 12, 2018 and June 26, 2018 held for the purpose of reviewing and discussing FY
2018-2019 operating and capital budgets and providing the opportunity for public input and
discussions.
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NOW, THEREFORE, BE IT RESOLVED, by the City Council of the City of Hercules as

follows:

1.

2.

The City Council hereby approves the FY 2018-19 operating and capital budgets for all
City funds as detailed in attachments hereto.

The City Council hereby adopts the FY 2018-19 Annual Budget for the following funds:

'FUND o FY 18-19 EXPENDITURE BUDGET
General Fund — Ongoing $15,190,598
General Fund — One Time $3,983,028

‘Special Revenue Funds $6,375,482
Capital Project Funds $426,000
Debt Service Funds $2,615,654
Enterprise Funds $5,697,329
Internal Service Funds $1,707,127

_ Trust and Agency Funds B $20,426,576
TOTAL $56,421,794

The City Council hereby approves the five-year FY 2018-19 through FY 2021-22 Capital
Improvement Budget in concept, recognizing that all listed projects may not currently be
fully funded, but that staff will pursue any and every funding opportunity that is available
to accomplish the desired capital program.

The City Council hereby authorizes the use of Available (Unassigned) Fund Balances in
those funds where projected expenditures are greater than projected revenues, and that
the Treasurer and/or the Finance Director be authorized to make loans during the fiscal
year from one fund or entity to another fund or entity as deemed necessary and as
appropriate.

The City Council hereby authorizes the Treasurer and/or Finance Director and/or his/her
designee to carry over from FY 2017-18 to FY 2018-19 any encumbered amounts and
associated appropriations, or any other amounts for items that are deemed necessary to
the continuity of providing service to the community or are necessary for the initiation
and completion of planned projects, programs or services.

The City Council authorizes the City Manager, the Treasurer, the Finance Director and/or
their designees to approve and make payment for goods and services received by the City
in accordance with the City’s approved budgets, programs and policies.
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7. The City Council authorizes the City Manager and his/her designee to expend budgeted
City funds as set forth below without further City Council authorization, such as the
purchasing process for Council’s award of bid or award of services contract:

CONTRACT TYPE LIMIT
' General Contracts o $50,000
" Public Works Construction Contracts = $100,000 |
Fully Reimbursed General Contracts | ~ $100,000

Except as provided above, all City expenditures shall require the additional City Council
authorization.

8. The City Council authorizes the City Manager and his/her designee, without further City
Council approval, to expend up to $50,000 per expenditure, subject to an aggregate limit
of $50,000, for non-budgeted emergency expenses during any fiscal year. However, the
City Manager must report any action taken under this paragraph of this Resolution back
to the City Council.

9. The City Council authorizes the City Manager and his/her designee, the foregoing
notwithstanding and without further City Council approval, to: (1) pay all amounts
allowed under contracts approved by the City Council regardless of the amount of any
such payment(s) (in the case of the City, any project contracts approved and authorizing
the City Manager authority to administer the entire contract, any principal and interest
payments on debt issues, and any pass-through’s collected for other agencies), (2) make
any transfer of funds, or transfer of bond proceeds for capital projects in other funds, as
identified in the City budget, (3) authorize change orders for any contract approved by
the City Council in an aggregate amount not to exceed $20,000 or 10% of the contract
price, whichever is less, and (4) enter into and bind the City to contracts that are budgeted
as set forth in Section 7 above.
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10. The City Council hereby makes or confirms the following reserves or designations:

| CITY COUNCIL DESIGNATIONS AMOUNT

Reserved by City Council June 2014 500,000 |
(Earthquake Insurance Deductible)

|
~ Balance in Fiscal Neutrality Reserve | 2,299,833
B Designation for Capital Projects (FY 15/16, FY 16/17, FY 17/18) | 350,000 |
Designation for Restricted Planning Funds (through FY 2017/18) B 629,074
Designation for Building Training Funds (through FY 2017/18) 21,800
Designation for Reusable Bags (remaining) _ 19,000
Designation for State Grant Funded Officers (FY 2018/19) N 0
~ Designation for PEG Revenues (FY 2018/19) ‘ - 70,000 |
Designations for Prior Year Decision Packages o I ____ |
DP 16-1 Records Management | 50,000
DP 17-9 Former HMU Customer Light Exchange 150,930
DP 18-8 Community Center Gym Floor Covers i 14,000
}, DP 18-10 Implement a Citywide Cash Receipt System and Training N 25,000 |
DP 18-12 Naviline Financial System Upgrade | 40,000 |
ADP 17-1 Hazard Mitigation Plan Update | 40,000 ‘
' TOTAL DESIGNATIONS $4,209,637 ‘
Page 4 of 6
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11. The City Council hereby approves and authorizes the City Manager to execute the
following annual contracts:

' Network Support and '
AMSNet | IT -  Maintenance | $80,300
CCTvV IT | Cable Broadcasting ‘ ~ $25,000
Software Annual License & |
Granicus - IT - Maintenance B | $28,665
Financial & Business
Applications Support &
SunGard T Maintenance _ | $71,300
Bodycam Annual License & |
 Taser T Maintenance B $25,833
| Vision IT . Website Annual Maintenance = $10,300 |
Police, Public ‘
| Works, and Parks
S&SRV | & Rec | Auto Repairs | $25,000
Andre, Mechanical |
Service | Public Works | Lift Station Maintenance | $12,000
' Andre, Mechanical ] |
| Service  Public Works Electrical trouble shooting . $10,000
| Bay Alarm | Public Works | Alarms | $30,000 |
 Clean Lakes | Public Works | Lake Treatment _ __$13,(L0I
| Clean Streets Public Works Street sweeping . $66,000
‘ Executive Heritage ' |
 Janitorial | PublicWorks | Janitorjal == $15,540 |
- Executive Heritage ‘ |
r Janitorial | Public Works | Janitorial - $49,200
| Goats are Us Public Works Weed Abatement | $13,000
' JLW.Enterprise | Public Works | Holding Tank | 87,000
Kel Aire | Public Works | AC Maintenance | $12,000 |
' Mission Uniform Public Works Uniforms ‘ $5,147
S 1oo1on Lo _ |
New Image | Public Works | Landscaping $19,100 |
Pacific Site I '
Maintenance | Public Works Landscaping $490,821 |
- Terminix I Public Works | Pest Control ~ $4,000
TOTAL | | 81,013206.
Page 5 of 6
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The foregoing Resolution was duly and regularly adopted at the City Council meeting of the City
of Hercules held on the twenty-sixth day of June 2018, by the following vote of the Council:

AYES: Council Members: G. Boulanger, M. de Vera, R. Esquivias, Vice Mayor Romero, Mayor
Kelley
NOES: None.

ABSENT: None.
ABSTAIN: None.

&%/%Z ]

Chris Kelley, Mayor
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RESOLUTION NO. 18-044

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF HERCULES
ESTABLISHING THE APPROPRIATIONS LIMIT FOR THE 2018-19 FISCAL YEAR IN
ACCORDANCE WITH PROPOSITION 111 AND ARTICLE XIII B.

WHEREAS, Article XIII B of the State Statute (Government Code Section 7910) requires the
City of Hercules to establish each year an appropriations limit for the following fiscal year; and

WHEREAS, the determination of the appropriations limit is considered to be a legislative act and
should be adopted at a regularly scheduled Council Meeting; and

WHEREAS, effective in the 1990-1991 fiscal year, Proposition 111 amended Article XIII B to
allow a selection of annual adjustment growth factors (personal income, commercial/industrial
assessed value, and population) which must also be adopted at a regularly scheduled Council
Meeting; and

WHEREAS, the annual appropriations limitation has been computed by the Finance Director
based on methodology in accordance with provisions of Government Code Sections 7900-7910
and Proposition 111 amendments, as indicated in Attachment A.

NOW, THEREFORE, BE IT RESOLVED, by the City Council of the City of Hercules as
follows:

1. The City Council hereby establishes the appropriations limit for the City of Hercules for
the FY 2018-19 at $416,474,111 using the County Population Change and the California
Per Capita Personal Income Growth Change factors.

The foregoing Resolution was duly and regularly adopted at a regular meeting of the City Council
of the City of Hercules held on the 26th day of June 2018, by the following vote of the Council:

AYES: Council Members: G. Boulanger, M. de Vera, R. Esquivias, Vice Mayor Romero, Mayor
Kelley
NOES: None.

ABSENT: None,
ABSTAIN: None.

AN T

. Mz. VA “6/’1 // pa
Chns Kelley, Mayor
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Attachment A
Annual Appropriations Limit
FY 2018-19

California Per Capita Personal Income Change* 3.67% =1.0367
(City Assessed Non-residential Valuation Growth Change
is .83% or 1.0083 Growth Factor)**

Contra Costa County Population Change* 1.008% = 1.0088

Calculation of Factor for Fiscal Year 2018-19 1.03670 x 1.00880 = 1.0458230
Appropriation Limit Calculation per Information Provided by Department of Finance

State of California. Ratios selected are the higher of the choices of factor prescribed in the law.
$398,226,207 x 1.0458230 = $416,474,111

Summary: City of Hercules Appropriation Limit for FY 2018-19 is $416,474,111

*Data obtained from State Department of Finance
**Data obtained from the Contra Costa County Assessor
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PFA RESOLUTION NO. 18-01

RESOLUTION OF THE PUBLIC FINANCE AUTHORITY APPROVING THE FISCAL
YEAR 2018-2019 HERCULES PUBLIC FINANCING AUTHORITY BUDGET PLAN
CONSISTING OF DEBT SERVICE IN THE AMOUNT OF $2,615,654.

WHEREAS, the Hercules Public Financing Authority (PFA) has prepared and adopted annually
the operating budgets of the various funds of the Authority with the intent of providing a policy
program for Authority services and a financial system to carry out the planned program of services;
and

WHEREAS, the Executive Director has prepared and is submitting an operating and transfers
budget for FY 2018-2019; and

WHEREAS, the total proposed debt service and net transfer budgeted expenditures in the FY
2018-2019 are $2,615,654 for all departments and funds and are offset by corresponding revenues
and/or transfers-in from all sources in FY 2018-2019 for all departments and funds with any
individual fund differences (where expenditures exceed revenues) being made up from its own
Fund Balances or temporary loans from other funds; and

WHEREAS, it will be necessary to catry over certain encumbrances and committed expenditures
from FY 2017-2018 to FY 2018-2019; and

WHEREAS, the Authority held 2 Joint Public Hearing on June 12, 2018 for the purpose of
reviewing and discussing the FY 2018-2019 fiscal year operating and transfers budget and
providing the opportunity for public input and discussion.

NOW, THEREFORE, BE IT RESOLVED, by the Authority Commission of the Hercules
Public Financing Authority as follows:

1. The Authority hereby approves the FY 2018-2019 operating and transfers budgets for all
Authority funds as detailed in attachments hereto.

2. The Authority approves that funding be, and they are hereby, appropriated for operations
in the amount $2,615,654 for FY 2018-2019 for all funds and departments of the
Authority in the manner and for the purposes set forth in the FY 2018-2019 budget
document.

3. The Authority authorizes the use of Available Fund Balances in those funds where
projected expenditures are greater than projected revenues, and that the Treasurer or the
Finance Director be authorized to make loans during the fiscal year from one fund or
entity to another fund or entity as deemed necessary and as appropriate.

4. The Authority authorizes the Treasurer or the Finance Director to carry over from
FY 2017-2018 to FY 2018-2019 any encumbered amounts and associated appropriations,
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or any other amounts for items that are deemed necessary to the continuity of providing
service to the community or are necessary for the initiation and completion of planned
projects, programs or services.

5. The Authority authorizes the Executive Director, the Treasurer, the Finance Director and
their designees to approve and make payment for goods and services received by the
Authority in accordance with the Authority’s approved budgets, programs and policies.

6. The Authority authorizes the Executive Director and his/her designee, the foregoing
notwithstanding and without further Authority Commission approval, to (1) pay all
amounts allowed under contracts approved by the Authority Commission regardless of
the amount of any such payment(s) (in the case of the PFA, any principal and interest
payments on debt issues) and (2) make any transfer of funds, or transfer of bond proceeds
for capital projects and debt service in other funds, identified in the Authority budget.

The foregoing Resolution was duly and regularly adopted at a regular meeting of the Public
Financing Authority of the City of Hercules held on the twenty-sixth day of June 2018, by the
following vote of the Commission:

AYES: Council Members: G. Boulanger, M. de Vera, R. Esquivias, Vice Mayor Romero, Mayor
Kelley

NOES: None.

ABSTAIN: None.

ABSENT: None.

/7 /
V4 /./" - Yo s e
g H% & //% M
/\4\ @9‘9084 A \4\ Chris Kelley, President
A'IEE@T \
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GLOSSARY OF BUDGET TERMS

Adopted Budget: The adopted budget is the annual City budget approved by the City Council
on or before June 30.

Allocated Costs: Interfund transactions that constitute reimbursements to a fund for
expenditures or expenses initially made from it but that properly apply to another fund.

Appropriation: An appropriation is the legal authorization granted by the City Council to make
expenditures and incur obligations for a specific purpose within a specific time frame.

Assessed Valuation: A dollar placed on real estate or other property by the County as a basis
for levying property taxes.

Beginning Fund Balance: Fund balance available in a fund from the end of the prior year for use
in the following year.

Bond: A City may raise capital by issuing a written promise to pay a specified sum of money,
called the face value or principal amount, at a specified date or dated in the future, together
with periodic interest at a specified rate.

Budget: A plan of financial and program operation listing an estimate of proposed
appropriations or expenses and the proposed means of financing them, for a particular time
period. The budget is proposed or preliminary until it has been adopted by the City Council.
Hercules’ budget encompasses one fiscal year.

Capital Budget: Annual appropriations for capital improvement projects such as street
improvements and building construction. Capital projects are supported by a five-year
expenditure plan, which details funding sources and expenditure amounts. They often are
multi-year projects, which require funding beyond the one-year budget period.

Capital Projects Fund: A fund created to account for all resources to be used for the
constructions or acquisition of designated fixed assets by a governmental until except those
financed by a proprietary or fiduciary funds.

Debt Service: Payment of the principal and interest on an obligation resulting from the issuance
of bonds, notes or leasing arrangements.

FY 2018-19 Adopted Budget 06-26-2018 I35




Department: An organizational until comprised of divisions or programs. It is the basic until of
service responsibility that may include a broad mandate or related activities. It is possible for a
department to have only one division.

Division: A subsection (or activity) within a department, which furthers the objectives of the
City Council by providing specific services or programs.

Enterprise Fund: A type of fund established for total costs of those governmental facilities and
services, which are operated in a manner similar to private enterprises. These programs are
entirely or predominantly self-supporting. The city of Hercules maintains a Sewer Enterprise
Fund.

Expenditures: Monies spent, including current operating expenses, debt service and capital
outlays.

Fiduciary Funds: These funds account for assets held by the City in a trustee capacity. The
budget does not appropriate fiduciary funds.

Fiscal Year (FY): The City’s year for accounting and budgeting purposes, that begins on July 1
and ends June 30.

Full-Time Equivalent (FTE): The amount of time a regular full time or part-time position has
been budgeted for in terms of the amount of time an employee works in a year.

Fund: An independent fiscal and accounting entity used to record all financial transactions
related to the specific purpose for which the fund was created. These are four types for funds:
General, Special Revenue, Enterprise, and Fiduciary.

Fund Balance: The amount of financial resources available for use. Generally, this represents
the excess of assets over the sum of liabilities and restricted reserves. For enterprise funds, it is
the excess of current assets over current liabilities.

Gann Appropriations Limit: Article XIlIB of the State constitution was amended by Proposition
4 (Gann initiative) in 1979. Article XIIIB limits growth in the spending of tax proceeds to tax
proceeds appropriated in the “base year” of the 1978-79 times the product of the allowable
annual percentage change in a cost-of-living factor and the allowable annual percentage change
in a population change factor. The cost-of-living factor is the larger of the annual percentage
change in the State per capita personal income or the annual percentage change in the local
non-residential assessed valuation due to new construction. The population change factor is
the larger of the annual percentage change of the jurisdiction’s population or the annual
percentage population change of the country in which the jurisdiction is located.

General Fund: The primary fund used to account for all revenues and expenditures of the City
not legally restricted as to use. The fund is used to offset the cost of the City’s general
operations. Examples of departments financed by the General Fund include the Police, Public
Works and Administrative Departments.

FY 2018-19 Adopted Budget 06-26-2018 / 3 ﬁL



Grant: Contributions, gifts of cash or other assets from another governmental entity to be used
or expended for a specific purpose, activity or facility.

Guaranteed Investment Contract (GIC): A contract that guarantees repayment of principal and
a fixed or floating interest rate for predetermined period of time.

Infrastructure: Facilities on which the continuance and growth of a community depend, such as
streets and roads, sewers, public buildings, parks, etc.

Interfund Transfer In/Out: Monies transferred from one fund to another. Such money is
transferred to finance the operations of another fund or to reimburse the fund for certain
expenditures.

Internal Service Funds: These funds provide services to City departments and recover their
costs through user charges. The Vehicle Replacement Fund is an Internal Service Fund
managing the replacement and maintenance of the City fleet.

Method of Accounting: The City’s General Fund budget is developed using modified accrual
basis of accounting, with revenues being recorded when measureable and available, and
expenditures recorded when the liability is incurred. Enterprise funds and Internal Service
Funds are budgeted on a generally accepted accounting principles (GAAP) basis, which for
Proprietary Funds is on a full accrual accounting basis.

Operating Budget: Annual appropriation funds for on-going program cost, including salaries
and benefits, services and supplies, debt service and capital outlay.

Operating Capital Outlay: A budget appropriation category which budgets all equipment having
a unit cost of more than $2,500 and an estimated useful life of over one year. These are
considered an operating expense and are differentiated from capital expenditures by the
amount of money they cost. Any expenditure over $2,500 with an estimated useful life over
one year is capitalized.

Operating Transfer: Amounts transferred between funds; not considered a revenue or
expense. For example, legal authorized transfers from a fund receiving revenue to the fund
through which the resources are to be expected.

Ordinance: A formal legislative enacted by the City Council. It has the full force and the effect of
law within the City boundaries unless it is in conflict with any higher form of law such as a State
statute or constitutional provision. An ordinance has higher legal standing than a resolution.

Program: A program is an activity or division within a department, which furthers the objectives
of the City Council by providing services or a product.

Reserve: Represents the portion of fund balance set aside for financing future capital
improvements or the outlay of capital projects in any given year, and addressing one-time
emergency needs.
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Resolution: A special order of the City Council, which has lower Iégal standing than an
ordinance.

Revenues: Monies received or anticipated by a local government from both tax and non-tax
sources during the fiscal year.

Salaries and Benefits: A budget category which generally accounts for full-time and part-time
employees, overtime expenses and all employee benefits, such as medical, dental and
retirement.

Services and Supplies: Expenditures for supplies, materials and services which ordinarily are
consumed within a fiscal year and which are not included in inventories.

Special Revenue Funds: These funds account for the proceeds derived from specific revenue
sources that are legally restricted to expenditures for specified purposes.

Triple Flip: On July 1, 2004 the State began reducing Sales Tax Allocation to Cities by .25%. The
.25% reduction was used for security for the State’s “Economy Recovery Bonds”. This
mechanism is known as the Triple Flip and is outlined in Revenue and Taxation Code Section
97.68. Cities and counties are then provided with ad valorem property tax revenues in lieu of
these revenues. These revenues are then transferred from the ad valorem property tax
revenues that would otherwise be allocated to the county’s Educational Revenue
Augmentation Fund.
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