S‘ml'D CITY COUNCIL WORK SESSION

448 E. 1st Street, Room 130 Salida, Colorado 81201
August 31,2020 - 6:00 PM

Please register for City Council Work Session:
https://attendee.qgotowebinar.com/register/3339757082352927504
After registering, you will receive o confirmation email containing information about joining the webinar.

AGENDA

DISCUSSION ITEMS
1. 2021 Budget
- SteamPlant Name Change and Inclusion in General Fund
- Fund Balance vs. Cash Reserve
- Revenue Projections
2. FStreet Closure

3. Future Council Meeting Schedule
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City Clerk | Deputy City Clerk Mayor P.T. Wood

Indiividuals with disabilities needing ouxiliary oid(s) may request assistance by contacting the City Clerk ot 448 E. F* Street, Ste. 112,

Salidg, £0 8120, Ph.719-530-2630 at least 48 hours in advance.
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JATIDA

CITY COUNCIL WORK SESSION
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MEETING DATE: August 31, 2020
AGENDA ITEM: SteamPlant Budget and Name Change
FROM: Aimee Tihonovich, Finance Director

The original concept of the SteamPlant Event Center was to be a fee generating,
self-supporting division of the City and was thus set up as an “Enterprise Fund” of
the City. In order to meet the criteria of an enterprise fund, at least 90% of the
expenses of the fund need to be covered by direct fees generated. Although the
Event Center has proven to be a very valuable asset of the City that increases
tourism and generates sales tax dollars for the community, the direct fees
generated only cover roughly 60% of the expenses. In addition to the SteamPlant,
expenses have been charged to this fund for the Scout Hut and Riverside Park
events (often free events).

In order to correct the accounting classification, it is advisable that the
“SteamPlant” Enterprise Fund become a department of the General Fund. It is
also requested that the name be changed to the “Arts & Culture” Department to
better describe the activities of the department. The operations of the
SteamPlant Event Center, Scout Hut and Riverside Park events will all be charged
to this new general fund department and the “SteamPlant Enterprise Fund” will
no longer be utilized.

In order to accomplish this, an amendment to the 2020 budget needs to be made.
A draft amendment resolution follows. You will note that the amended amounts
going into the general fund are different that those coming out of the Arts &
Culture Fund. This is due to there no longer being a need to transfer $331,400
from the general fund into the Arts & Culture (SteamPlant) fund.
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DRAFT
CITY OF SALIDA, COLORADO
RESOLUTION NO. XX
(Series 2020)

AN AMENDMENT TO RESOLUTION 2018-54 ESTABLISHING BUDGET AND APPROPRIATIONS BY FUND
FOR THE CITY OF SALIDA OPERATIONS FOR CALENDAR YEAR 2019

WHEREAS, City Council adopted Resolution No. 2019-62, dated December 3, 2019 establishing
the Budget and appropriations by fund for the City of Salida operations in calendar year 2020; and

WHEREAS, C.R.S. Section 29-1-109 requires that changes to the budget due to any transfer,
supplemental appropriation, or revised appropriation be made by ordinance or resolutions; and

WHEREAS, this Council has determined an amendment to the 2020 budget and appropriations
for the General and Arts & Culture Funds (previously known as the SteamPlant Fund) is necessary in
order to re-establish the Arts & Culture Fund as a department within the General Fund.

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Salida, Colorado that the
budgets and appropriations by fund for Calendar Year 2019 be amended as follows:

Iltem 1.
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Amended
Original Budget Amount of this Budget &
Fund Reso No. 2019-62 Change Appropriation
Estimated Revenues:

General Fund S 8,269,700 S 434,500 S 8,704,200
Water Fund S 4,064,600 S 4,064,600
Wastewater Fund S 1,927,000 S 1,927,000

Arts & Culture Fund (SteamPlant) S 765,900 S (765,900) S -
Conservation Trust Fund S 61,200 S 61,200
Streets Fund S 2,888,200 S 2,888,200
Capital Improvement Fund S 3,075,000 S 3,075,000
Economic Development Fund S 136,200 S 136,200
Lodging Tax Fund S 420,000 S 420,000
Housing Fund S 50,000 S 50,000

Estimated Expenditures:

General Fund S 10,530,700 $ 434,500 S 10,965,200
Water Fund S 4,271,200 S 4,271,200
Wastewater Fund S 2,520,200 S 2,520,200

Arts & Culture Fund (SteamPlant) S 765,900 S (765,900) S -
Conservation Trust Fund S 281,200 S 281,200
Streets Fund S 2,857,700 S 2,857,700
Capital Improvement Fund S 3,075,000 S 3,075,000
Economic Development Fund S 266,300 S 266,300
Lodging Tax Fund S 420,000 S 420,000

Housing Fund S - S -

APPROVED AND PASSED this X" day of October, 2020 by a vote of to

CITY OF SALIDA, COLORADO

By:

P.T. Wood, Mayor

ATTEST:

Deputy City Clerk
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JATIDA

CITY COUNCIL WORK SESSION
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MEETING DATE: August 31, 2020
AGENDA ITEM: Fund Balance Policy
FROM: Aimee Tihonovich, Finance Director

An important part of developing the budget each year is determining what level
of fund balance reserves are available for the budget. It is essential that the City
of Salida maintain adequate levels of fund balance to mitigate current future risks
such as sudden economic downturns, loss of a major sales tax generator,
occurrence of a natural disaster, or to maintain flexibility if a significant
investment opportunity presents itself.

Salida adopted a policy in 2015 to provide guidance on what level of fund balance
reserves to maintain and we feel that it is time to update the policy to include
new fund structures and to take into account this council’s risk assessment for
reserves.

The policy follows with redlined suggested changes for our discussion purposes.
Following the draft policy is an analysis of where | current and proposed fund
balances stand with the policy.
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City OF AW
Cash Reserves Balanceand
Replenisl Policy
Fund Balance
Introduction:

Reserve Policy

The City of Salida (the City or Salida) uses an accounting structure consisting of fie-eight funds for different
aspects of its operations, each with varying needs and risks that influence the amount of cash needed for
responsible fiscal management. The purpose of this policy is to define the level of eash-available reserves to
be held in each fund. It is essential that governments have a level of savings sufficient for operating cash
flow, to provide a backup for revenue shortfalls, to mitigate against uncontrollable costs and a variety of
other current and future risks, and to help ensure stable rates for taxpayers and ratepayers. Fund balance
levels are a crucial consideration in long-term financial planning. This policy also recognizes that, while
reserves provide the City Council with the ability to respond to and safeguard from uncertainty and risk,
excessive reserves could be used for additional services or even result in the reduction of taxes or fees. The
types of holdings, uses allowed for reserves, and the replenishment strategy are addressed in the policy, as
well.

Included in the total fund balance are amounts that are either Nonspendable, Restricted, Committed,
Assigned, or Unassigned. These classifications, as defined in GASB Statement 54, comprise a hierarchy based
primarily on the extent to which the City is bound to honor constraints for the specific purposes that
amounts can be spent in the governmental funds This pohcy estabhshes approprlate levels of reserves eaa-

&ﬂd—e&%h—fe%eﬁ%eﬁ—aﬂd—for the categories of reserves that are avaﬂable to the C1tv for unre%tmcted spendmg in

the budget (Committed, Assigned and Unassigned categories). £The unique needs and differing situations for

the various funds_are considered.
Scope:

This policy applies to all City funds used for accounting purposes — General Fund, Lodging Tax Fund,
Capital Improvement Fund, Streets Fund, Economic Development Fund, Conservation Trust Fund (CTF),

SteamPlant Hvent-Center{SteamPlantFund-and the Water System and Wastewater System (the latter two

legally comprising the Water Activity Enterprise Fund, but managed as two separate funds).

Background:

As a reference, the Government Finance Officers Association (GFOA) recommends, at a minimum, that
general-purpose governments, regardless of size, maintain unrestricted fund balance in their general fund of
no less than two months (17%) of regular general fund operating revenues or regular general fund operating
expenditures. The choice of revenues or expenditures as a basis of comparison may be dictated by what is
more predictable in a government’s particular circumstances. Furthermore, a government’s patticular
situation often may require a level of unrestricted fund balance in the general fund significantly in excess of
this recommended minimum level. In any case, such measures should be applied within the context of long-
term forecasting, thereby avoiding the risk of placing too much emphasis upon the level of unrestricted fund
balance in the general fund at any one time.

In determining the appropriate level of eash-reserve balances for the City, the most important factors were
deemed to be the normal operating cash flow cycle, risks of revenue shortfalls, and planned capital spending
for each fund. Certainly, the governing body and financial officer should take into consideration planned
spending and economic factors in managing reserves at any point in time; however, these factors will change
from time to time.

Cash Reserves Policy Page 1
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e The primary revenue sources for the General Fund, Lodging Tax und, Capital Improvement 'und,
Street Fund and Water System and Wastewater System are monthly, with significant seasonality. The

revenue source for the CTF is quarterly lottery distributions from the

Cash Reserves Policy

Page 2

Iltem 1.

Page 7




Iltem 1.

state (recelved in March ]une September December) and does not vary with dlfferent seasons. Fhe-

o Sales tax is the most significant revenue source in the General Fund and is disbursed through the
state on or about the 10th of the second month following the month such revenue was generated.
(For example, collections for the month of ]anuary are received by March 10th.) This revenuesource
is highly subject to fluctuation based on economic conditions. In addition, sales tax is highly
dependent on enebusinessdoeated-in-the-Citylimitsthe retail business sector. Over 30% of the
annual revenue is generated during the summer season (June, July, August), and monthly revenue in
the “off season” can be 40% less than during the summer.

o Water and Wastewater bills are due on the 20th of the month following the month services are
provided to customers. Revenue is greater during the summer months when customers are irrigating
outdoors and using more water. In addition, part-time residents and visitors in summer months drive
greater water usage (and revenue) during the summer. In addition to seasonality, revenue is
influenced by the amount and timing of rain.

»—Operating expenditures are somewhat influenced by seasonality in the-Gesreralall funds that have

peratlng expense, with expemes generall; p ’IklIlO in ul; Fﬂﬂd—b&t—ﬁ@t—rﬂ—the—\%ter%ﬁem—ef—

e  Capital expenditures are one-time in nature and, therefore, timing is less routine. Although a less
predictable cycle exists for timing of expenditures from one year to the next, seasonality does influence
infrastructure projects particularly in the-GeneralHundthe Streets and Utility Funds. (For example,
asphalt plants are closed during the winter months making paving projects infeasible.) Also, the
reimbursement cycle for any grant funded capital projects should be considered.

e Risks of natural disasters include fires, floods and major snow events and would, most likely, have the
greatest impact on the general and streets fund due to emergency response duties and public
infrastructure than could be damaged.

e  When the City is planning to issue debt in the relatively near future, credit rating agency guidelines should
also be considered in the level of reserves being held.

Policy:

The following fund balance / reserve levels are established for the unique needs and differing situations of
each of the various funds.

B et

Fund Reserve Policy Description Allowable use

Minimum available fund balance of 25% of previous year's
operating expenditures. Amount may be modified by

General . ) ) No restrictions
council upon analysis of trends and forecast along with any
likely or known factors that would reduce the City's revenue.
Cash Reserves Policy Page 3
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Can be spent on any
declared emergency

Tabor The Tabor emergency reserve is defined by statute and is 3% | excluding economic
Emergency of fiscal year spending excluding bonded debt service across | conditions, revenue
Reserve all non-enterprise funds. shortfalls, or salary
or fringe benefit
increases.
Can be transferred
to the general fund
- . . to support capital
. No minimum reserve is required. These funds can be spent | . PP P
Lodging Tax . improvements and
for allowable purposes to a zero balance annually. Spending .
Fund . . operations for parks
it typically a transfer to the General Fund. .
and recreation and
arts facilities in the
City.
Can be spent on
acquiring or
. - . . . constructing an
Capital No minimum reserve is required. Long range capital plans . gany
. . improvement or for
Improvement | should be considered and reserves should be built up as .
. acquiring land or
Fund necessary when possible to fund future needs. .
equipment as well
as costs associated
with issuing bonds.
Minimum available fund balance of 25% of previous year's
operating expenditures. Amount may be modified b
P . 8 eXp . 4 y Must be spent on
council upon analysis of trends and forecast along with any
Streets . o Street Fund related
likely or known factors that would reduce the City's revenue. activities
It is possible that this fund balance could grow as funds are
saved up for large maintenance projects.
Can be spent on City
. - . . Council approved
Economic Minimum available fund balance of 25% of previous year's Economicpp
Development | operating expenditures.
Development
purposes

Conservation
Trust

No minimum reserve is required. These funds can be spent
for allowable purposes to a zero balance annually but funds
can also be kept in reserve to grow to a sufficient level for
larger one time project needs.

For acquisition,
development, and
maintenance of new
conservation sites
or for capital
improvements or
maintenance for
recreational
purposes on any
public site.

Cash Reserves Policy
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A minimum available fund balance of 25% of previous year's
Water & operating expenditures should be maintained for operating.
Wastewater |For capital, reserves should accumulate for future debt

service payments and in anticipation of future capital needs.

All activities of the
water and
wastewater systems

Type-of Pund—Balanee | Alowable Use

Cash Reserves Policy Page 5
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Item 1.

I L - . ed Tl - .
funds-ean-bespent-to-azero-balaneeannually Heowever;  ef parks;-trails or open space.

Cash Reserves Policy
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Allowable Use of Gash-Reserves

Justification for dropping below target levels. As described in the introduction of this policy, reserves are
established for a variety of reasons as a safeguard from certain types of financial risks and to provide stability
for our constituents. Therefore, the occurrence of one or more of the factors from which the reserves are
intended to insulate the City would justify their use. Reserves should not be used to fund normal operations.

Unrestricted funds could be used for operating needs should one or more of the situations described in this
policy occur:

e  Unexpected revenue shortfall
¢ One-time expenditures outside the scope of normal on-going operations
e Unusual operating cash flow needs, such as pending collection of a large grant receivable (ie. timing

difference between aeerual-based-and-eash-based-aeeountinguse of fund and collection of revenue)

Budgeted operating expenditures should not exceed the current revenue sources. Should such a shortfall
occur due to unexpected circumstances, changes in the operating cost structure shall be implemented no later
than in the next annual budget or, if the event triggering the shortfall occurs after the proposed annual budget
has been presented to the City Council, in the subsequent annual budget.

Replenishment

Should the cash reserves balances fall below the required level, the following guidance shall be followed to
replenish the balance. As a financial management priority, it shall be the City’s intent to replenish fund
balances as soon as economic conditions allow, generally within one to three years.

Any non- recurmng revenues or budget surpluses rnay be used to replemsh reserves. Inthe-GeneralFund;
g ss—In addition, operating
expendltures should be controlled and capital projects may need to be deferred to replenish reserves.

Definitions:

Capital Assets. Land, improvements to land, easements, buildings, building improvements, vehicles,
machinery, equipment, works of art and historical treasures, infrastructure, and all other tangible or intangible
assets that are used in the operations and that have initial useful lives extending beyond a single reporting
petiod.

Fund Balance. Difference between assets and liabilities reported in a governmental fund. Serves as a measure
of the financial resources available in a government fund.

GASB. Governmental Accounting Standards Board.

Cash Reserves Policy Page 7
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Iltem 1.

TABOR. Taxpayer’s Bill of Rights, which was approved by voters in November 1992 and enacted to

reduce government growth by limiting spending, revenues and debt through an amendment to the State
Constitution Article X, Section 20.

Cash Reserves Policy

Page 8 Page 13




City of Salida- Fund Balance Policy Check

Item 1.

General Fund Economic
(including Lodging Tax Capital Development Conservation

Steamplant) Fund Improvement Streets Fund Trust Fund Water Wastewater
2019 Unrestricted Fund Balance 5,380,958 - 20,894 280,558 125,122 236,103 3,774,655 2,108,224
2020 Estimated (use) addition (514,084) 347,206 114,594 446,213 (11,000) 50,000 662,434 (45,879)
Interfund transfers 347,206 (347,206)

2020 Estimated Fund Balance
Fund Balance Projections 2020 5,214,080 - 135,488 726,771 114,122 286,103 4,437,089 2,062,345
2019 Operating Expenses 8,237,368 - - 579,929 121,235 - 1,762,792 2,135,609
2020 % Fund Balance to Operating 63.3% - - 125.3% 94.1% - 251.7% 96.6%
# months in reserve 7.6 15.0 11.3 - 30.2 11.6
2021 Estimated Fund Balance based on Proposed 2021 Budget

2021 Proposed (use) addition (1,355,611) 420,000 (1,017,200) (264,725) (123,800) (278,000) 169,254 (621,015)
Interfund transfers (461,712) (420,000) 881,712
Fund Balance Projection 2021 3,396,757 - - 462,046 322 8,103 4,606,343 1,441,330
2020 Estimated operating expense 8,295,051 - - 636,367 116,600 - 1,281,931 1,576,141
2021 % Fund Balance to Operating 40.9% - - 72.6% 0.3% - 359.3% 91.4%
# months in reserve 4.9 8.7 0.0 - 43.1 11.0
Proposed Fund Balance Policy Met? v v v v X v v v
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MEETING DATE: August 31, 2020
AGENDA ITEM: 2021 Revenue Projections
FROM: Aimee Tihonovich, Finance Director

Predicting revenues is a crucial part of the budget process. Revenues should be
determined initially before forward progress is made determining spending plans.
Revenues should be budgeted conservatively so that there is less danger of
overcommitting limited resources.

There is much uncertainty right now but so far, Salida is weathering the COVID-19
storm fairly well with revenue streams only expected to decline 4.4% as
compared to budget this year (we feel this is a conservative estimate).

An August 13 article in the Denver post reporting on Colorado retail sales data
stated that for every city or town in the state that had a decline in retail sales,
another two showed gains. If interested, the article can be found here: Denver
Post article on retail sales during Pandemic. A recent CML survey confirmed
varying results among municipalities in Colorado (that survey follows).

The below shows what is in the proposed budget for Salida’s Governmental Funds
(all funds with the exception of Utilities). One time revenues (i.e. grants) skew the
analysis and were removed from this:
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All Government Fund Types

Revenues
Tax Revenue
Fees for General Senices
Fines & Forfeitures
Licenses and Permits
Intergovernmental Revenue (excluding 1X grants)
Fees for Recreation & Event Senices
Miscellaneous Revenue
Total

DISCUSSION TOPIC:

% Change from:

Iltem 1.

2020 2020 2020
2021 Adopted to  Projected = Budget to

2020 Adopted 2020 Proposed 2020 to 2021 2021

Budget Projected Budget projected Proposed Budget

$ 7,579,900 $ 7,545,106 $ 7,627,900 -0.5% 1.1% 0.6%
276,200 189,004 243,750 -31.6% 29.0% -11.7%
75,000 37,218 64,000 -50.4% 72.0% -14.7%
28,000 69,736 28,000 149.1% -59.8% 0.0%
2,869,500 2,864,863 2,979,500 -0.2% 4.0% 3.8%
950,500 475,250 536,750 -50.0% 12.9% -43.5%
264,400 333,185 200,000 26.0% -40.0% -24.4%
$ 12,043,500 $ 11,514,362  $ 11,679,900 -4.4% 1.4% -3.0%

Is council comfortable in projecting sales tax revenue relatively flat with the
2020 budget and with an overall decrease in revenues from the 2020 budget at

3%?
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COLORADO

MUNICIPAL
LEAGUE

Colorado Municipal League
COVID-19 Fiscal Impact Survey

A new survey of Colorado municipalities drives home the crucial importance of federal stabilization assistance in ensuring that
municipalities can avoid layoffs, deliver services, and maintain infrastructure. Municipalities are bracing themselves for continued
financial losses, including those for whom summer months typically see the most tourism, and those whose winter ski seasons
could be entirely canceled should another wave occur in winter 2020/2021. Also concerning is the future of local economies as the

recession continues; the increased federal aid to individuals who have lost their jobs ends; and restaurants, bars, or other
businesses permanently close.

Almost The average anticipated general fund

80% Of respondents reduction reported was

28 28089 08 17%@@@@$
mm wn with the actual dollar amount ranging from thousands

are anticipating a general fund shortfall of dollars to hundreds of millions of dollars.
Of those who offered estimates of a general fund decrease—

11% 53% 36%

anticipate a anticipate aloss of anticipate

loss of a loss of
> $1000 g g}ggg"d < $100

L] °
per capita per capita per capita
(8% of total respondents) (39% of total respondents) (26% of total respondents)
l | Reported a decrease in sales/use tax revenue in March,
° LS as compared to 2019

! : ‘ Reported a decrease in May

,[ ol | Reported a decrease in April

Approximately
® © @ & & @& © @ @ @ reportedthattheir sales tax revenue dropped
100/ * WMo W M M MW by more than a third each month between
(o] W T Marchand May.

The municipalities that saw no decline or even an increase in sales tax give credit to taxes brought in
by essential businesses such as grocery stores, wholesale club stores, and hardware stores, as well as
the sales tax now being collected from online sales that municipalities could not collect previously.

Other revenue source that have seen a decrease include:

lodging taxes,
reported by

59%

of respondents

licenses and (( )) Utility charges other
permitting fees and fees taxes
40% 39% 34%

The survey was conducted between June 30 and July 8, and 99 municipalities responded (37% response rate).
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