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     Meeting Date: April 17, 2012 2 

 3 
 4 
TOWN OF MORAGA                                                                 STAFF REPORT_ 5 
 6 
To:  Audit and Finance Committee  7 
 8 
From:  Stephanie Hom, Administrative Services Director 9 

 10 
Subject: Discussion of Five-Year Financial Plan, Including Fiscal Year 11 

2012-13 Operating and Capital Budgets, and Financial Policies 12 
 13 
 14 
Request 15 
 16 
Discuss Five-Year Financial Plan that includes the proposed Fiscal Year 2012-13 17 
Operating Budget, Capital Improvement Program Budget, and Financial Policies. 18 
 19 
Background 20 
 21 
Annually, the Town Council approves the budget for the upcoming fiscal year 22 
starting July 1 and ending on June 30. The Town has expressed interest in 23 
developing a longer-term financial plan as a tool for strategic planning of its 24 
financial resources. 25 
 26 
Discussion 27 
 28 
Attached is a proposed five year financial plan, including five year revenue and 29 
expenditure projections, a FY 2012-13 Budget, and various financial policies. 30 
 31 
Fiscal Impact 32 
 33 
There is no direct fiscal impact in the review and discussion of this report. 34 
However, recommendations made by the AFC will be incorporated into the plan. 35 
The FY 2012-13 is a spending plan that will require Town Council approval. 36 
 37 
Alternatives 38 
 39 

1) Discuss financial plan, budget and financial policies and provide 40 
recommendations to the Town Council. 41 

2) Decline to discuss and make recommendations and provide direction to 42 
staff. 43 

 44 
  45 

Town of Moraga Agenda Item 
Audit and 
Finance 

Committee 
8 



 2 

Recommendation 1 
 2 
Discuss financial plan, budget and financial policies and provide 3 
recommendations to the Town Council. 4 
 5 
Report reviewed by: Jill Keimach, Town Manager 6 
 7 
Attachments:  8 

A. 2012 – 2018 (Five Year) Financial Plan & 2012-13 Budget 9 
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BUDGET MESSAGE 
 
April 17, 2012 
 
To: Audit and Finance Committee 
From: Jill Keimach, Town Manager 
 
In this document, the Town of Moraga embarks toward a Five-Year Financial Plan as a tool for 
strategic planning of its financial resources. The Financial Plan contains the following primary 
components: 
 

I. 5-Year Financial Projection 
II. 5-Year Capital Improvement Plan 

III. Fiscal Year 2012-13 Operating Budget 
IV. Financial Management Policies  

 
These components, when viewed in totality, are intended to better guide the Town in the 
continued prudent management of public monies used to carry out the duties of the Town 
government. 
 
 
I. 5-YEAR FINANCIAL PROJECTION 
 
The 5-Year Financial Projection covers General Fund (Fund 101) in the first section and all 
other funds on another. It is far-reaching in making projections of the Town’s revenue and 
expenditures over a five year period. Projections are based on historical trends and information 
known at this time about future revenue sources and expenditures.  
 
General Fund Revenues 
Primary sources of General Fund revenue include property tax, sales and use tax, franchise 
fees, and parks and recreation fees. 
   
Property tax revenue is the single, largest source of revenue to the General Fund. The Town 
receives only 5.3% of every property tax dollar paid by its property owners. The rest of the tax 
goes to Contra Costa County, schools, and special districts. 
 
Chart 1. Historical Property Tax Revenues  
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Property tax has remained relatively stable in the Town of Moraga even in the down economy. 
The reasoning may be related to the overall stability of the community, which creates both 
financial advantages and disadvantages. For example, since Moraga is a desirable community, 
it has a stable assessed valuation of property and, at the same time, it reduces turnovers in 
property ownership and fewer increases in assessed valuation due to Proposition 13. 
 
Sales Tax is the second largest revenue source to the General Fund. Sales tax in the Town 
peaked in FY 2007-08 and has remained relatively stable since that time. According to quarterly 
sales tax analyses conducted on behalf of the Town by MuniServices, the five year outlook for 
sales tax is optimistic with annual increases of four to five percent based on data available 
through September 2011.   
 
Chart 2. Historical Sales Tax Revenues  
 

 
  
General Fund Expenditures 
Over the years, the format and budgeting methodology for the Operating Budget has changed. 
The methodology changed from a program element budget in which departmental activities 
were distributed across various funds to a centralized line-item budget. The centralized line-item 
budget shows all operating expenditures in the General Fund and uses Fund Transfers to 
provide revenues from other funds to cover expenditures, in accordance with the eligible uses of 
the other funds that are largely restricted by state or regional regulations.   
 
The Town is responsible for providing the following services: 
 
Police 

Patrol services 
Disaster response plans 
 

Public Works 
 Street maintenance 
 (Public) facilities maintenance 
 Storm drain maintenance 
 Capital improvement projects 
 Emergency repairs 
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General Government 
Town Council 
Town Manager 
Town Attorney 
Town Clerk 
Finance 
Human Resources 
Risk Management / Contract Administration 
Information Technology 

 
Parks & Recreation 
 Recreation and educational programming 

Rental and facility management at public facilities and parks 
Town-wide events (i.e., Mom/Son Dinner Dance, Mother/Daughter Tea, Annual 
Triathlon, 4th of July, Pear and Wine Festival, and Breakfast with Santa) 

 
Planning 

General Plan implementation and compliance 
Development projects 
Transportation and growth management 
Economic development coordination 
 

The Town lives within its means in providing these government services. Town staff provides 
these services to Moraga residents and businesses under a standard for high quality community 
services. The goal for Town government, as defined in Moraga’s General Plan, is to: 
 

 “operate the Town to achieve maximum efficiency in its service delivery, utilizing a 
minimum number of permanent service employees and keeping capital expenditures 
and operating costs to a minimum while responding to community needs and priorities; 
continue to seek improved methods of governmental administration that will be as cost-
effective as possible; and avoid the incremental growth of government service except for 
urgent short-term situations.”  

 
While personnel expenditures constitute the largest, single expenditure line-item in the financial  
plan, staffing levels are very lean relative to the needs of the Town and consistent with the 
Town’s “minimum government” philosophy. In addition, while all municipalities including the 
Town have struggled with resources and budget balancing, the Town has kept personnel 
expenditures at prudent levels (e.g., maintaining the lowest retirement system plan offer by 
CalPERS for both miscellaneous and sworn employees, providing health savings plans, etc.) 
and avoided some of the dramatic budget reductions that other municipalities have experienced 
such mandatory furloughs and tiered retirement plans that have impacted service levels. 
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Chart 3. Historical Staffing Levels  

  
In 2012, the community requested and the Town Council authorized the addition of an economic 
development and planner position, and also added back a police officer position supported by 
Citizen’s Options for Public Safety (COPS) funding. 
 
With respect to the Town’s expenditures for employee retirement plans, CalPERS has released 
information suggesting that future employer contributions will increase due to changes in its 
actuarial assumptions. The Town can plan to experience a 1 to 2 percent (of payroll) increase in 
the employer contribution rate for miscellaneous employees starting FY 2013-14 but spread 
across FY 2013-14 and FY 2014-15. For sworn employees, the Town can plan to experience a 
2 to 3 percent (of payroll) increase, also starting in FY 2013-14 but spread across FY 2013-14 
and FY 2014-15. 
 
Other Fund Revenues 
The Town receives a variety of other funding sources that help support the Town’s operations. 
These other sources constitute a small percentage of the overall financial plan. Some are on-
going, annual sources (e.g., Gas Tax and Measure J) while many are one-time revenues (e.g., 
grants and impact fees). And most come with conditions for their use governed by various state, 
regional, and granting agency regulations. 
 
The following describes the source and eligible use of the primary other funds: 
 
Fund 100 – One Time Developer Fees 
The source of revenue for this fund is the result of a settlement agreement related to the Palos 
Colorado development project.  
 
Fund 103 – Citizen’s Options for Public Safety (COPS) 
Under this program, local agencies receive state funds to augment public safety expenditures 
and Moraga has been receiving the minimum $100,000 per year. During the FY 2011-12 budget 
development process, the status of these funds were unknown and in jeopardy. However, since 
then the State continues to honor the $100,000 per year by supplanting an alternate revenue 
source that use to support the General Fund – the Motor Vehicle License Fees. There is a net 
revenue loss of about $50,000 annually to the Town as a result. Prior to FY 2011-12, the Motor 
Vehicle License Fees provided about $50,000 annually and the COPS Grant funding provided 
$100,000 annually. 
 
  



Town of Moraga 

5-Year Financial Plan, FY 2012-13 Budget  - 8 - 

Fund 205 – Gas Tax 
Highway Users tax, commonly called Gas Tax, is received from the State based upon 
population. Monies must be used for construction or maintenance of streets, including lighting, 
median strips, landscaping, as well as maintenance of the road base. Historically, the annual 
amounts received by the Town are not large enough to undertake any major road improvement 
projects and monies have been allowed to accumulate year to year until sufficient funds are 
available.  
 
Fund 210 – Measure J 
Measure J extended Measure C, a half-cent sales tax approved by the voters. Funds can be 
used for transportation purposes including transportation planning and street maintenance. 
 
Fund 220 – Traffic Congestion Relief (Prop 42) 
In FY2010-11, the State terminated Prop 42 funding and replaced it with Gas Tax Section 2103 
funding, intending the net effect to be revenue neutral. Beginning in FY2010-11, the Town 
recorded Gas Tax Section 2103 revenues in the Prop 42 fund. Eligible use of the funds is 
consistent with those of the Gas Tax. 
 
Fund 230 – Traffic Safety (Vehicle Code Fines) 
These funds derive from traffic fines and forfeitures and must be used to support police 
activities. The Town currently pays approximately $28,000 annually for school crossing guards, 
of which half is reimbursed by the Moraga School District at the end of the fiscal year.  
 
Fund 260 – Asset Forfeiture 
Section 309 of Public Law 98-473 (The Comprehensive Crime Control Act of 1984) as 
implemented by the Attorney General’s Guidelines on Seized and Forfeited Property (July 1990) 
allows the Drug Enforcement Administration (DEA) to share federally forfeited property with 
participating law enforcement agencies. The Town’s Asset Forfeiture Fund was set up to 
receive and expend these funds. Allowable uses include activities calculated to enhance future 
investigations, law enforcement training, and law enforcement equipment and operations. 
  
Fund 405 – Special Gifts and Donations 
Donations and expenditures related to CERT operations, to memorial benches in the parks, and 
to other specific items are recorded in this fund. 
 
Fund 410 – Skatepark Maintenance 
This fund was established by the tri-cities when the skatepark was built in 2003. Initial 
contributions were $27,000 each from Moraga, Orinda, and Lafayette, a total initial funding of 
$81,000. The tri-city agreement calls for a meet and confer between the three cities when the 
monies in the maintenance fund are depleted below $15,000 to discuss replenishment of the 
fund. The pending construction of off-street parking lot at the skatepark will be split similarly but 
will not be paid for out of this fund. 
 
Fund 500 – Lighting Assessment District 
This fund is used exclusively to record the revenues and expenditures of the Moraga Street 
Lighting Assessment District 1979-1 that covers a portion of the Town. Revenue and 
expenditure estimates are developed in conjunction with the engineering consultant. It currently 
costs approximately $200,000 to operate the district, excluding any capital improvements.  The 
current annual assessment levied is $58 for a single detached family residence within the 
district. 
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Fund 510 – National Pollutant Discharge Elimination System (NPDES) 
This fund derives from an annual assessment for the National Pollutant Discharge Elimination 
System created Countywide in response to the 1972 Clean Water Act.  Funds are transferred to 
the General Fund to reimburse expenditures related to clean water projects, education and 
operations in the Town. A county revenue measure for an additional $22 per residential unit was 
conducted as a mail ballot measure in March/April 2012. This revenue, if successful, will fund 
additional NPDES permit obligations. 
 
Fund 700 – Capital Improvements 
This fund serves as a clearing fund to capture all capital project expenditures and corresponding 
revenues.  
 
Fund 701 – COP/329 Rheem Renovation 
The 2010 issuance of Certificates of Participation (COP) included funding for the 331 Rheem 
property purchase and for renovation of the 329 Rheem building. Purchase of 331 Rheem was 
made in 2010 and the facility is now the Towns’ Corporation Yard. Fund 701 holds the COP 
proceeds.  
 
Fund 750 – Asset Replacement 
This fund is a reserve for the purchase of replacement vehicles, technology, and building 
improvements such as new roofs. Since FY 2008-09, contributions from the General Fund to the 
Asset Replacement fund have been deferred while expenditures have continued. 
  
Infrastructure Preservation and Improvement 
The Town Council established the IPI fund to set aside funds for capital projects that preserve 
or improve the Town’s infrastructure assets such as its streets, storm drains, and building and 
facilities. In 2012 through Resolution No. 8-2012, the Town Council re-established a policy for 
transferring annual surplus revenues into the IPI fund. 
 
Comcast Grants 
The Town has two Comcast Grant funds – Fund 715 Comcast Unrestricted Grant and Fund 716 
Comcast PEG Restricted. Although one fund is called unrestricted, both grant funds do have 
limitations on how the Town may use these monies. Generally, Comcast Grant funds are to be 
used for technology that enhances communications. The Town is considering using some of 
these funds for the audio/video/televising of Town Council meetings when a new Council 
Chambers is built. 
 
Development Driven Funds 
Fund 250 Park Dedication Fees (Quimby Act), Fund 720 Public Safety Impact Fees, Fund 760 
Local Traffic Impact Fees, Fund 770 Storm Drain Impact Fees, Fund 780 General Government 
Facilities Impact Fees, and Fund 790 Park Impact Fees are all funds whose revenues derive 
from development and use of these funds is restricted.  
  
Other Fund Expenditures 
Given limited General Fund revenues, the Town also relies on Other Funds to support its day-
to-day operations, as well as capital improvement projects. For budgeting and accounting 
purposes, the Town uses Fund Transfers to provide revenues from other funds to cover 
expenditures in the General Fund and the Capital Improvement Fund, in accordance with the 
eligible uses of the other funds that are largely restricted by state or regional regulations.   
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As a best practice, the Town uses Other Funds to support operating expenditures if there are 
annual revenues. Fund balance and one-time revenues are used to support capital (one-time) 
expenditures. 
 
  
II. 5-YEAR CAPITAL IMPROVEMENT PLAN 
 
The 5-Year Capital Improvement Plan (CIP) is an attempt to illustrate the current and long-term 
needs of the Town with respect to construction projects and equipment purchases. Generally, 
projects and purchases costing $15,000 or more are included in the CIP. (Minor capital outlays 
costing less than $15,000 are included within the annual Operating Budget.)  
 
The Town relies on grants and other one-time resources to support the CIP. Thus, many 
needed infrastructure improvements are deferred. 
 
The CIP is categorized into the following categories: 
 
Buildings and Facilities 
Creeks and Drainage 
Parks and Open Space 
Transportation 
General Government 
 
The current 5-Year CIP is based on projects introduced to the Town through various master 
plans, identified needed improvements and repairs, and compliance projects. It is, in no way, 
fully vetted or exhaustive. Ideally, the Town will continue to improve on the current 5-Year CIP 
with more information gathering and community engagement.    
 
 
III. FISCAL YEAR 2012-13 OPERATING BUDGET 
 
The FY 2012-13 Operating Budget is balanced – estimated revenues are in line, and are 
expected to exceed, expenditures. The Operating Budget is also structurally balanced, which 
means that it does not rely on one-time revenues for its on-going expenditures. Capital outlay 
expenditures such as computers, tables, and umbrellas are the exception; these expenditures 
may rely on one-time resources where they are considered one-time, periodic expenditures. 
 
Historically, the Town has ended the fiscal year with a surplus as illustrated in Table 1. 
 
T able 1. Trend of General Fund Revenues and Expenditures 
 

  ACTUAL 
FY 09/10  

 ACTUAL 
FY 10/11  

 PROJECTED 
FY 11/12  

 PROPOSED 
FY 12/13  

 Revenues  $6,252,218  $6,359,175  $6,545,394  $6,592,877  

 Expenditure  $5,929,378  $5,877,051  $6,408,395  $6,463,976  

 Surplus/(Deficit)  $322,840  $482,124  $136,999  $128,901  
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The Hacienda de las Flores is a Town jewel, and the Town has had a recent interest in getting a 
better understanding of the costs to operate the facility. The Parks and Recreation Department 
manages rental of the facility for private events, as well as recreational program that occurs on 
the site. The Public Works Department maintains the facility. Table 2 illustrates the annual 
revenue and expenditures specific to the facility.   
 
T able 2. Hacienda de las Flores Revenues and Expenditures 
 

   AMENDED 
 ACTUAL ACTUAL BUDGET 
 FY 09/10 FY 10/11 FY 11/12 
    

Revenue $139,829  $273,997  $293,700  
    

Expenditures    
Parks & Recreation              60,678            313,720            299,775  
Facility Maintenance           173,785            180,887            198,563  

Total Expenditures $234,463  $494,607  $498,338  
    

Net Cost to Town $94,634  $220,610  $204,638  
Cost Recovery 60% 55% 59% 

 
In addition to revenue and expenditures for the Hacienda de las Flores, the Parks and 
Recreation Department strives to recover a large portion of its costs through fees, similar to a 
private business or enterprise fund. With that in mind, Moraga reviews Parks and Recreation 
operations to determine the cost recovery rate. Table 3 shows a history of the cost recovery rate 
for all Parks and Recreation services. 
 
T able 3. Parks and Recreation Revenues and Expenditures 
 
    AMENDED 
 ACTUAL ACTUAL ACTUAL BUDGET 
 FY 08/09 FY 09/10 FY 10/11 FY 11/12 
Revenue $379,113  $404,549  $436,351  $465,250  
Expenditures $523,095  $563,770  $565,439  $544,971  
     
Cost Recovery 72% 72% 77% 85% 
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IV. FINANCIAL MANAGEMENT POLICIES  
 
Financial management policies help guide the Town in decision-making that is grounded and 
consistent over time. The development and maintenance of thoughtful financial policies is 
critical to the Town’s successful and effective financial planning and management. The Town 
has a number of financial policies in place as follows that warrant annual review as a best 
practice.  
 

1. General Fund Surplus / General Fund Reserve Policy (Resolution No. 8-2012) 
2. Fixed Asset Capitalization Policy (Resolution No. 60-2009) 
3. GASB 54 – Fund Balance Definitions Policy (Resolution No. 24-2011) 
4. Investment Policy (Resolution No. 44-2010) 
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EXHIBIT I 
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