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City of American Canyon

FY 2023-24 Annual Budget

How to Navigate This Document

Overview

The organization, content and presentation of the information in the City of American Canyon’s annual budget
document are designed to satisfy the specific needs of its various users. Citizens, bondholders, public
officials, and city employees often require different information and even prefer different levels of detail. The
document is organized in such a way as to make it easy to locate the specific content required to meet either
external informational or internal managerial needs. Although the City’s Budget document may introduce new
plans or policy goals, its main purpose is to serve as the Council’s primary tool for programming the
implementation of existing plans and policies by allocating the resources to do so.

Budget Organization

In achieving its purpose of identifying the most important things for the City to accomplish over the next year,
and allocating the resources to do so, the budget serves four roles:

Policy Document

Sets forth goals and objectives to be accomplished and the fundamental fiscal principles upon which the plan
is prepared.

Fiscal Plan

Identifies and appropriates the resources necessary to accomplish objectives and deliver services while
ensuring the City’s fiscal health is maintained.

Operations Guide

Describes the basic organization units and activities of the City.

Communications Tool

Provides the public with a blueprint of how public resources are being used and how these allocations were
made.

Introduction + About American Canyon

This section includes the City Manager’s Introduction summarizing many of the critical issues addressed in
this budget. The transmittal letter speaks to the State of the Economy and the State of the City, and touches
on significant challenges that remain in the current economic and political climate. Also in these section is an
overview of the community including historical and demographic information; the City Council Mission, Values,
and Goals for the City organization; and a Service Delivery Chart depicting the functional organization of the
City.
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Budget Sections

Budget Summaries

The Budget Summaries section provides a snapshot of the information contained in the full budget document,
focusing on charts that show big picture views of revenues and expenditures for the General Fund, Special
Revenue Funds, Capital Improvement Funds, and Proprietary Funds. This section also provides a summary of
City-wide staffing levels for the past three years and a summary of the transfer and support service allocation.
Budget by Fund

This section looks at each fund individually. A summary is provided for the General Fund and thirty-six other
funds.

Budget Detail (Departments + Divisions)

This section presents the operating departments that form the City’s organizational structure and allows us to
provide essential services to citizens and visitors of American Canyon. Detailed informaiton is provided for the
General Fund in this section as well as department information. For each operating department the following
information is presented; an organizational chart, a description of the department, prior year accomplishments,
goals for the coming year, key performance indicator and a summarized presentation of prior years and
current year revenue and expense.

Debt Service

The Debt Service Section of the Budget provides the City’s debt management and the schedule of debt
service payments including: Original Issue Amount, Payoff Date, Payment Date, Balance at prior year end,
Current Budget Year Principal, Interest/Service & Grant Charge and Total payment.

Capital Projects

The Capital Improvement Program (CIP) section of the Budget includes a narrative explanation of and link to
our Five-Year CIP and includes the Capital Budget for fiscal year 2023-24.

Appendices

Much more than just an appendix, this section includes information designed to help the reader find many
different kinds of information related to the financial operation of the City. Included in this document are the
following appendices:

Appendix A Resolutions Adopting Budget + Appropriations Limit
Appendix B Basis of Accounting + Classification of Funds
Appendix C Fund Information

Appendix D Timing of Revenues

Appendix E Fiscal Policies + Governance Protocol Handbook
Appendix F Glossary of Budgetary Terms

Appendix G Statistical Section
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City of American Canyon

FY 2023-24 Annual Budget

Budget Calendar and Process

How the Process Works

The City’s budget process began in February. Finance Staff runs line item budget reports, instructions, and a
budget cycle calendar for presentation to Department Directors and other key staff involved in the budget
process. During the annual budget kickoff meeting, the City Manager provides direction regarding City goals,
department goals, and expectations for the coming year and beyond.

Department Directors project their revenue and expenditure line item balances through the end of the current
fiscal year by entering their projections on the City’s budgeting solution, OpenGov. This serves as the basis for
determining the resources available at the beginning of the next fiscal year in each fund. Directors also enter
their new fiscal year budget requests into OpenGov.

While Directors are completing their department’s budget requests, Finance staff is calculating the salary and
benefits for regular full-time staff for each department. Human Resources staff assists in the salary and benefit
computations by estimating increases in benefit rates and any estimated cost of living increases. These
amounts are then entered in the OpenGov budgeting module for each department after staff allocation
percentages are determined and verified. Directors are responsible for entering their overtime and part-time or
seasonal staff budgets as well.
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The City Manager’s recommended budget is then presented to the Finance Committee, which is comprised of
the Mayor, Vice Mayor, City Manager, and Finance Director. The budgets are discussed and reviewed in detail
at the Finance Committee. Occasionally Department Directors may make a presentation about their budgets
and goals for the upcoming year at this meeting.

Following review by the Finance Committee, staff incorporates any feedback and makes necessary
adjustments to the recommended budget. A draft Proposed Budget is presented to the City Council in early
May. Additional City Council meetings are scheduled as needed to complete the review process. A Public
Hearing is held in June to approve the Final Budget.

The City Council adopted the City’s Fiscal Year 2023-24 General Fund, Special Revenue Funds, Water Fund,

Wastewater Fund, Internal Service Funds, Debt Service Fund, and Capital Projects Fund Budgets on June
6,2023.
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City of American Canyon

FY 2023-24 Annual Budget

City Manager Transmittal Letter

June 6, 2023

Mayor and Members of the City Council
City of American Canyon

4381 Broadway Street, Suite 201
American Canyon, CA 94503

Subject: Fiscal Year 2023-24 City of American Canyon Budget
Honorable Mayor and Members of the City Council,

| am pleased to present the operating budget for the City of American Canyon for fiscal year 2023-24 which
begins on July 1, 2023. This budget serves as a financial plan, operations guide and as a communication tool
that reflects the City’s commitment to maintain core service levels and long-term financial stability.

City of American Canyon Budget

The Adopted Budget for all City funds totals $133.8 million in estimated revenues and $126.1 million in
appropriations. Changes requested by the City Council during the budget workshop and preliminary budget
review presentation are incorporated herein.

The budget document format has evolved over recent years to improve transparency, public participation, and
utilization by operating departments throughout the year. The implementation of OpenGov Budgeting and
Transparency portal last year has been well received both internally by departments and public. As a result,
the Council, staff, and public are able to better see data from the aggregate to the individual line-item level.
This presentation includes a “non-financial” section: “About American Canyon” which provides a backdrop to
help explain the City’s history and unique characteristics. In response to Council’s request, the Budget also
includes baseline reporting of certain environmental sustainability measurements (water usage, energy usage,
etc.). Additionally, the FY2023-24 budget document continues to report key performance measures (KPI).
These KPI are focused on the City Vison, Goals, and Strategies and will allow measurements of progress
towards meeting those objectives.

Fund Accounting and Budget Development

The City accounts for its fiscal operations in 48 different “funds”; each is similar to a personal check register
recording revenues, expenses, and cash balances. Some funds, like the General Fund, are substantial
operating funds with thousands of transactions each year, while others, such as the debt service funds, have
only a few transactions each year but a segregation of funds for accounting purposes is required. Four of the
funds, which are fiduciary in nature, do not require budgets.

Additionally, as reflected in the Basis of Accounting and Classification of Funds section in Appendix B, the
City’s accrual period changed from 90 days to 60 days for the fiscal year ending June 30, 2019. This is the

best accrual period for the City since some revenues remitted lag two months behind the period earned.

The most significant of the City’s funds is the General Fund. This single fund accounts for all services that do
not require segregation into other funds. For example, in the General Fund you will find revenues and
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expenditures related to the city council’s office, city manager's office, recreation, finance, public works
administration, planning, building inspection, engineering, maintenance and utility department, police
department and more. Other significant operating funds include the Water, Wastewater, and Recycled Water
Funds, each of which accounts for user fee revenues and the costs to operate those unique systems. Please
note that the American Canyon Fire Protection District has a separate operating budget document and is not
incorporated into this Citywide budget.

The City has historically operated four Internal Service Funds: Legal Services, Information Technology, Fleet,
and Building Maintenance. These four funds provide services to “internal” customers only (i.e., city
departments) and their costs are charged to other City operating budgets. In this new budget the City has
created five new internal service funds, Parks Renovation and Replacement, Streets Renovation &
Replacement, Civic Facilities Renovation & Replacement, Public Safety Building Renovation & Replacement
and a Pension Stabilization Fund. The four new replacement funds were created to deliberately and
systematically fund future asset renovations or replacements. The new Pension Stabilization Fund will be
used to smooth out pension annual required contributions as needed. Initial contributions will be made to
these new funds this fiscal year. Finally, the City maintains many other funds accounting for gas tax, storm
drain, affordable housing grants, developer impact fees, capital improvement projects, debt service, lighting
and landscape districts, and more.

The budget development process begins early in the year when the Finance Director and City Manager
update revenue projections and provide guidance for the departments as they draft their budget requests.
Each department submits its budget request in the spring, followed by City Manager and Finance Department
reviews of these requests. Staff also meets with the Finance Committee during this review period to discuss
key policy points and to receive feedback. Finally, the City Manager or Finance Director presents the proposed
and recommended budgets for each fund to the City Council in one or more workshops. After the workshops
and following Council directed changes, staff will package the final recommended budget for adoption at a
public hearing. The City’s budget must be adopted by June 30th of each year, prior to the start of the new
fiscal year. The entire budget development process is a Citywide collaborative effort that encompasses the
City Manager, department heads, and staff members from all departments, the City Finance Subcommittee,
City Council and the Finance Department.

General Fund

The General Fund is used to account for the major operating revenues and expenditures of the City, except for
those resources that are required to be accounted for in another fund category. General Fund revenues are
derived primarily from property, sales, transient occupancy and other taxes, and service fees. The General
Fund provides the primary municipal services such as park and street maintenance, recreation, planning,
building inspection, police services, and support services. The tourism improvement district is no longer
accounted for in the Non-Departmental division within the General Fund. It is now accounted for through a
fiduciary fund. The American Canyon Fire District is not included within the City budget, they produce a
separate budget document. The Fire District is reported as a blended component unit Special Revenue Fund
in the Annual Comprehensive Financial Report.

FY2023-24 total General Fund (Funds 100 and 105) revenues and transfers in are budgeted at $28.9 million
and expenditures and transfers out for debt service at $28.8 million, with a projected net income of $122,257.
Fund 100, the General Fund operating fund, is projecting a shortfall of $39,557 without Fund 105 — Developer
Projects. While this operating deficit is not ideal, Fund 105 - Developer Projects is technically "unassigned" in
nature and is eligible to be used by the General Fund for any purpose. City management is determining
whether to transfer the growing fund balance in Fund 105 to Fund 100, since these balances are intended to
support General Fund 100 operations. Budget assumptions include estimated cost of living adjustments,
planned step increases, scheduled contractual services increases, and one Sergeant position in the police
department starting October 2023.
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The FY2023-24 budget includes the creation of five new internal service funds, which will be used to build
funding for small to medium renovations, equipment replacement and civic facilities improvements. A new
pension stabilization fund is also created with this budget, allowing the City fo set funding aside to smooth out
any large spikes in required contributions. Initial funding for these new funds will be transferred from existing
General Fund balance, specifically the Economic Development Reserve, Capital Improvement Reserve and
Undesignated Reserve. The total transfer out to these funds from General Fund fund balance is $5,037,000.
Including the transfers to the newly created internal service funds, total General Fund expenditures is $33.9
million.

General Fund Revenues

Property Taxes: Approximately $13.3M or 46.0% of the budgeted General Fund revenue received is from
property taxes. The assessment roll for FY2023-24 is already closed and property tax revenues for the coming
year are relatively certain. We expect a 4.8% increase over last year, primarily from modest growth in
assessed values for properties within the City, in addition to homes sold in calendar 2022 and placed on the
tax roll at the sales price. The County Assessor has applied the maximum allowable CPI adjustment of 2% to
existing properties. In FY2024-25 and moving forward, we expect to see similar overall increases, as a result
of anticipated new residential, industrial and commercial projects already planned or currently under
construction. These projects will add properties to the tax roll as they become occupied by the final resident or
tenant. Our forecast does not assume a housing market slowdown but have anticipated stagnant home prices
in the next fiscal year.

Sales Tax: Sales tax for FY2023-24 is budgeted at $4.5M, which is a decrease of 23% from the currently
expected FY2022-23 results. FY2022-23 had a favorable State of California audit determination that added a
new taxpayer to our local agency revenues, including a large one-time adjustment for previous quarter's sales.
Sales tax revenues continue to rebound from the COVID-19 pandemic lows but are beginning to moderate as
inflation has reduced household disposable income leading to lower purchases of taxable items. The recent
addition of new business like a new gas station and future popular fast casual restaurant in fiscal year 2023-24
will offset an overall moderate slowdown in other taxable sales.

Transient Occupancy Tax (TOT): This budget has a total projection of $1.9M. We are forecasting a
moderately conservative long-term projection, as American Canyon continues to benefit from tourism in the
Napa Valley in addition to new hotels coming online within the next 3 years, which will add 414 additional
rooms within the City. The next Hotel is scheduled to open in December 2023, adding 102 new rooms,
followed by two more approved hotel properties in the near future.

Other Revenue Sources: Budget Summary-Multi-Year Projections also shows projections for a few other
notable revenues. For example, the General Fund receives revenues from other funds (primarily the water and
wastewater funds) to reimburse the General Fund for administrative and support services. Projections for
Building/Planning permit fees, Recreation program fees, and gasoline tax are also broken out for the Council’s
information. Other revenues such as Franchise Fees, Interest and Rents, and User Fees and
Reimbursements can vary year to year, often trending with expenses (user fees and reimbursements) and the
general economy (interest and rents). Because these vary significantly, and often include one-time revenues,
it is difficult to make long-term projections. As noted, these other revenues typically trend with matching
expenses, so when revenues are down, so are expenses, minimizing the impact on fund balance. Please note
that revenue received from developers as reimbursement for costs incurred processing their development
applications will now be accounted for in a separate fund within the General Fund to reduce volatility within the
operating General Fund.

General Fund Expenditures

The General Fund Reserve and Expenditure Projections in Budget Summaries show various categories of
expenditure history since the 2020-21 fiscal year and projections through 2032-33. Total expenditures
budgeted for 2023-24 equals $33.9M. Following is an explanation of these expenditures.
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Salaries and Benefits

The General Fund budget is broadly divided into three types of expenditures: salaries and benefits for
employees, direct costs for programs and services, and provisions for debt and reserves. As a municipal
government, we are primarily in the business of providing services and, as such, salary and benefit expenses
are a significant portion of our budget: Salaries and benefits make up 33% of the 2023-24 budget. This budget
document includes the salary and benefit increases negotiated in FY2022-23 with the City's various
bargaining units. Based on the terms of the contracts, the cost-of-living adjustment for FY2023-24 is a 4.2%
wage increase.

PERS (Public Employee Retirement System) costs will decrease 5.9% as a result of exceptional returns
achieved by the pension system in FY21, resulting in a reduction to the city's unfunded actuarial liability
contribution for FY24. Our model for salary and benefit projections assumes the mid-range of the rate
increases projected by PERS. One relatively minor offset to these increasing costs is that, as time goes on,
our percentage of total PERsable salaries paid to “classic” members versus new members changes, meaning
these increases apply to a shrinking pool of wages over time as new PEPRA members are subject to
pensionable salary caps. These pension projections are being used in General Fund Revenue and Expense
Projections found in the Budget Summary section of this document. (4.5% increase per year until 2032).

A summary of City staffing by department is shown in Budget Summaries-Staffing. Note that this schedule
includes all funds, not just the General fund.

Staffing changes from Fiscal year 2022-23 to 2023-24 include: One Traffic Enforcement Officer (Sergeant) in
the Police Department with an estimated start date of October 2023 which is included in the Napa County
Sheriffs Office contract.

General Fund Revenues At-A-Glance General Fund Expenditures At-A-Glance

Other Other

SHERIFF CONT...
INTERNAL SER...

PROPERTY TAX
TRANSFERS OU...

SALARIES

TRANSIENT OC...

CHARGES FOR ... '

TRANSFERS IN...
SUPPLIES AND...

SALES TAX

$28,949,416.00 $33,864,159.40

Revenues in 2024 Expenses in 2024

Contractual and Miscellaneous Costs

In addition to salaries and benefits, the City incurs a variety of other costs to provide services. The single
largest of these expenses is our contract with the Napa County Sheriff for law enforcement services. Other
services include professional services (legal, engineering, planning, various consultants and contractors),
insurance, utilities, fuel, payments to other government agencies, and more. Similar to the “Other Revenue
Sources” category noted earlier, these “other” expenses may vary year to year, often trending with revenues.
Because these vary significantly, and often include one-time expenses, it is difficult to make long-term
projections; we assume in the projection that they will trend similarly to revenue projections associated. The
City operates four “internal service” functions: fleet maintenance, building maintenance, information
technology systems, and legal services. Each of these operations are accounted for in separate operating
funds and the General Fund (and Water, Wastewater, and Recycled Water funds) pay for these services,
similar to payment to a private business.
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Debt and Long-Term Reserves

The final category of expenses, debt and long-term reserves, has improved over the last few years. The City
currently offers health benefits to City retirees at the same rate as active employees; the City agreed to this
obligation when we first contracted with PERS in the 1990’s and this election cannot be changed (Note: The
benefit structure has been substantially reduced for employees hired after January 1, 2013). In the current
actuarial projections, the annual obligation increases to approximately $650,000 per year (General Fund
portion) in 2037, then significantly decreases. With the negotiation of new MOU’s currently underway, these
numbers may change. This is a significant improvement over prior projections before adoption of the current
MOU. The minimum contribution for this fiscal year will be fully funded and is assumed to be fully funded in all
future years.

The General Fund has two outstanding debt obligation: financing for City Hall and a portion of the Engie
energy efficiency project. This is reflected in the expense projections.

The City Council established a reserve policy shown in Appendix E. This policy requires funding, over time, of
three primary reserves: reserves for capital improvements, economic development, and a general reserve.
The Capital Improvement reserve has a projected balance of $1.3 million at the end of FY2022-23. This
reserve's intended uses are for capital improvements not otherwise funded; examples could include capital
maintenance or improvement to City buildings, parks, streets, or other priorities. The Economic Development
reserve is fully funded at $1 million at the end of FY2022-23 and was intended to attract and spur economic
activity in the City. Although the policy remains in place, staff will bring forth a revised reserve policy for
Council adoption in FY2023-24. The FY2023-24 budget recommends the transfer of all balances in the Capital
Improvement reserve and Economic Development reserve to the newly created Internal Service funds. These
new Renovation and Replacement funds will be used to maintain and renovate city assets in the areas of
streets, parks and public facilities. By establishing these new funds, the city can have a specific intended use
for them and therefore identify and fund asset replacements and renovations. In addition, a pension
stabilization fund has been created to help smooth out any potential spikes in future required pension
contributions. Finally, the General Fund Reserve provides protection against declared emergencies or severe
financial deficits. This reserve is currently projected to be funded at 19.4% for FY2022-23 and the FY2023-24
budget proposes to fully fund this reserve at 25% of annual General Fund expenditures. Equity in the General
Fund that is not set aside in a reserve is shown in the “Unassigned Fund Balance” (however, note that non-
spendable and restricted fund balances are also reported separately). The funding status of these three major
reserves is shown on page 53 in the General Fund Multi-Year Projections section. The increases to these
reserves are funded from the unassigned fund balance each year after considering the impact of the results of
operations (net income/loss).

Council reviewed the City's Fiscal Policies and Protocols, particularly as it relates to use of "reserves" in 2018-
19. Council then made two revisions to the City's Fiscal Policies and Protocols. On May 7, 2019 Council
revised the City General Fund Reserve. The General Fund Reserve shall only be used in the event the City
experiences a 10% reduction in discretionary general fund revenue (Fund 100-Department 80-Division 810)
compared to the prior Fiscal Year or in the event of a declared emergency. This revision was made to qualify
for financial reporting as “Committed” under Statement 54 of the Governmental Accounting Standards Board.
The second revision was to add a provision to conform to the applicable federal statutes and procurement
requirements identified in Title 2 U.S. Code of Federal Regulations.

Operating Expenditures

General Fund non-personnel expenditures increased $1.6M to $19.3M. Most of the departments and their
divisions within the general fund are budgeting an increase due to continued inflationary pricing on goods and
services and the addition of a position in the police services contract with Napa County Sheriff's Office.
Following is a list of the notable changes:

Community Development — Fiscal Year 2023-24 includes several carryovers and changes from the previous
year. Correlating to Council’s goal to initiate a General Plan Update, the Department will further a 2-year effort
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to conduct a technical update to the General Plan. A new General Plan Update Fee Special Revenue Fund
was established to account for the associated fees and expenditures in 2020-21. In conjunction, plans include
a General Plan Amendment, Prezoning, and annexation of approximately 80 acres off Watson Lane in the
northeast corner of the City. In 2023-24, the department expects to complete an update to the Watson Ranch
Specific Plan, issue single family residential permits in Watson Ranch as well as multifamily permits on Oat
Hill. We also anticipate issuing commercial permits in the Green Island Business Park, Watson Ranch Ruins &
Gardens amphitheater construction permits, the Hampton Inn hotel and Chicken Guy restaurant construction
permits in the Broadway District. In Development Review, we are reviewing the Promontory single family
subdivision, Harvest Phase 2 Single Family subdivision, and the Napa Valley Ruins & Gardens Hotel
Residential Condominium subdivision in Watson Ranch, the Crawford Way apartments and the Residences at
Napa Junction Apartments in the Broadway District Specific Plan, a third wine warehouse off Commerce Court
in the Green Island Industrial Park, and the Eco Center on Wetlands Edge Road.

Parks & Recreation Department - The Parks & Recreation Department has a steadfast commitment to
providing quality recreation programs, community services and events, and well-maintained facilities, parks,
trails, and open spaces. In our continued effort to improve service delivery, the budget reflects a thoughtful
and innovative approach to meet the growing needs of this multi-generational and diverse community. The
department continues to increase its offerings of programs and activities. FY2023-24 will bring back the
summer day camp program including Lego camps and Canyon kids. We will be coordinating with local
nonprofits and community partners to offer educational opportunities within our parks and open spaces, and
continue to bring back fun, loved, and desired community events. As stewards for our parks, open spaces,
trails, and wetlands, we will continue to protect and preserve our natural resources and habitats, provide
public access and use for outdoor recreation, and work with local organizations to provide volunteer
opportunities throughout our community. Our marketing efforts will be enhanced to strengthen our connection
with the community and to increase our community’s customer services experience.

Police Department — Addressing Council’s goal to secure public safety levels of service, in 2019-20 the City
entered a five-year contract with the Napa County Sheriff's Office effective beginning July 1, 2019. The
Sheriff’'s Office will continue to provide one Police Chief, one lieutenant, four sergeants and 24 sworn police
officers. Included in the 24 sworn staff are one Community Resource Officer, two School Resource Officers,
two Motor Officers and two Canine Officers. In 2021-22, the contract with the Sheriff's Office was amended to
add a Records Technician Il, replacing a City Administrative Assistant position. In addition, we receive full
services from the Sheriff's Office Investigation bureau, CSI Lab, search and rescue, SWAT, Major Crimes Task
Force, property/evidence division, specialty equipment and all other relevant services on an as-needed basis.
The contract includes all costs for law enforcement dispatch services and Sheriff’'s Office departmental
administrative overhead as well as all overtime and training costs. Under the terms of the contract, the City
provides all patrol vehicles and motorcycles plus two non-sworn Community Services Officers. The FY2023-
24 budget includes the addition of a traffic enforcement supervisor (Sergeant) position that will start in October
2023. As the city's population has grown, so have community events and traffic issues. Therefore, the city
would benefit from having a traffic enforcement supervisor who can focus on enforcement trends and ideas to
enhance enforcement and traffic safety within the community. This new position will also supervise the SRO's
and CRO. The subsequent increases in future fiscal years range between approximately 3% and 3.5%. The
Napa County Sheriff's Office has been providing law enforcement services to the City since incorporation in
1992. Over the years, the City and the Sheriff's Office have developed a positive working relationship and the
community has been very pleased with the level of service we receive. The 2023-24 budget for the Police
Department is $8.8 million: 29.5% of the General Fund. The Sheriff Contract comprises $8.5 million of that
budget.

Public Works Department — The projects of focus for the coming year include Green Island Road
Reconstruction/Widening, the Annual Pavement Management, Recycled Water Expansion, various American
Rescue Plan Act projects, and the final phase of the SS4 sewer on Broadway. Other than the areas specified,
there are no major changes to the departmental operating budget, besides increases to goods and services
due to inflationary pricing.
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Maintenance and Utilities Department — The Maintenance and Ultilities Department supplies clean, safe,
and reliable drinking water; effective wastewater collection, treatment, and water recycling; well-maintained
civic facilities; management of the City’s vehicle and equipment fleet; and environmental stewardship of
creeks, wetlands, and open spaces. The Maintenance and Utilities Department will continue its role in water,
wastewater, recycled water, and energy sustainability efforts through such projects as Sites Reservoir, Napa
County Drought Contingency Plan, and assist with the recycled water expansion project as well as fill stations.
Changes to the departmental operating budget include increased costs for landscape maintenance costs, a
new CMMS (computerized maintenance management system) system to streamline maintenance
management workflow and workorders.

Water Enterprise Fund

Revenues to this fund include monthly user charges for water consumption, as well as fines and penalties
associated with water system service (non-rate revenue). Revenue projections for this fiscal year include
water consumption rates and a water rate structure adopted by the City Council on May 15, 2018, and which
took effect on January 1, 2019. Staff has budgeted $783k less in water purchases in FY2023-24 as the city
has received 100% water supply allocation from the State as a result of historic rainfall and snowpack.
FY2023-24 budget includes expected costs associated with the City’s participation the Sites Reservoir Project
as well. Staff is constantly evaluating the latest equipment and technology to offset potential cost increases.
The current rate study contains rate structures through 2023. Staff has undertaken a rate study to evaluate the
existing rate structure and will bring recommended funding needs to Council during 2023-24.

Wastewater Enterprise Fund

Revenues to this fund include monthly user charges for wastewater collection and treatment. This budget
reflects no significant changes to existing operations. The existing rate study has reached its end and is only
growing with consumer price index increases. Staff have undertaken a rate study to evaluate the existing rate
structure and will bring recommended funding needs to Council during 2023-24. Staff continues to consider
any regulatory requirements recently adopted or under consideration by the San Francisco Bay Regional
Water Quality Control Board and any costs associated with these changes. Staff evaluates fiscal impacts from
these regulatory requirements in the fiscal year they are implemented. Staff is constantly evaluating the latest
equipment and technology to offset potential cost increases.

Recycled Water Enterprise Fund

Revenues to this fund include monthly user charges for recycled water primarily for irrigation. The Recycled
Water Enterprise Fund was removed from the Wastewater Enterprise Fund as of the 2020-21 budget. Staff
has transferred all infrastructure assets to the fund to complete the separation of those funds. FY2023-24
marks the first year that portions of city staff will be allocated to this fund. No rate study has ever been
conducted for Recycled Water. Since the Wastewater rate structure is now only has consumer price index
increase, an updated rate study is underway that will cover all City enterprise funds: Water, Wastewater, and
Recycled Water. The rate studies and facilities master plans continue to be incorporated into the budget.

Internal Service Funds

The City currently maintains four Internal Service Funds (ISF): Information Technology, Fleet Operations,
Building Maintenance, and Legal Services. These funds expend money to maintain the City’s fleet, buildings,
and IT infrastructure and to cover legal services. Their costs are charged out to “customer” departments,
primarily the General, Water, Wastewater, and Recycled Water funds. While the primary goal of an ISF is to
“breakeven” over time, these funds can be designated by Council to accumulate cash balances, saving up for
specified large capital maintenance costs and keeping “customer” charges steady. The FY2023-24 budget will
create four new internal service funds called Renovation and Replacement funds, these newly created funds
will provide funding for streets, parks, and civic facility asset renovation or replacement. Additionally, a fifth
fund, Pension Stabilization Fund will be created to help the city mitigate any spikes in required pension
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contributions. Expenses and revenues for these funds are shown on page 226 - 239. Also, the legal
services ISF is expected to have negative unrestricted net positions in FY2022-23, so we have budgeted to
bring that net position back to break even this year.

Special Revenue Funds

In February of 2019, a special election vote by the landowners resulted in the formation of Community
Facilities District No. 2018-1 (Green Island Road). Subsequently in the following month, the City Council
passed Ordinance No. 2019-03, levying special taxes within the district to repay the bonds that would be
issued in order to generate funding for the Green Island Road Reconstruction and Widening project (TR16-
0700) and provide an ongoing funding source for maintenance. The first bond issuance occurred in 2019-20
and the remaining issuance is expected to occur in FY2023-24. We have budgeted for those inflows and
associated expenditures for construction of the required infrastructure.

Other major revenue sources budgeted include a $5.5 million Economic Development Agency Grant for Green
Island Road; a $1.0 million One Bay Area Grant 3, also for Green Island Road; and a $1.0 million State
Transportation Improvement Program Grant. Funding received in Special Revenue Funds are primarily
expended for Capital Improvements.

Capital Improvement Program

In June 2016, the Council adopted the 2016 Long-Term Capital Improvement Program (Long-Term CIP) and
the 2016 Short-Term Capital Improvement Program (5-Year CIP) as strategic planning tools for the City. Staff
is presenting a new 5-Year CIP concurrently with this budget and plans to update annually going forward
rather than completing once every five years.

The “Long-Term CIP” includes a list of projects from the following:

e 2016 Water, Sewer and Recycled Water Master Plan

« 2019 Pavement Condition Index Report (including anticipated Measure T revenues)
e 2018 Circulation Element Update

e 2012 Parks and Community Services Master Plan

* 2008 Water Reclamation Facility Master Plan

e 2008 Water and Sewer Rate Study

e 2002 Water Treatment Plant Expansion Master Plan

* 1996 Parks and Civic Facilities Plan

The “5-Year CIP” is both a statement of the City's vision and its financial ability to physically improve the
community. It distills the long-range goals and strategies identified in various long-range plans into a discrete,
short-term implementation strategy. The development of a 5-Year CIP provides a systematic plan for providing
“capital improvements” based on funding availability and forecasted needs.

Importantly, the 5-Year CIP identifies funding sources and sets the stage for staff to begin working on the
projects identified therein. The 5-Year CIP is distinguished from (Long-Term CIP) in that the former anticipates
designated funding sources, while the latter also includes projects that do not yet have secured funding
sources. For long term projects (or projects with insufficient funding), the Long-Term CIP identifies those as
occurring in “future years.”

Each fiscal year a capital project budget is adopted. The projects listed in a current year budget are those
projects staff will be undertaking during that year. In contrast, projects not identified in the current year budget
are not expected to be active in the current fiscal year.

The FY2023-24 Capital Budget is shown on pages 278-280. It includes a carryover of projects from the Fiscal

Year 2022-23 Capital Budget that are not yet complete along with new projects proposed for the upcoming
year.
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Looking Towards The Future

Growth in American Canyon is in full swing with many residential, industrial and commercial projects
underway, increasing our property tax base, which accounts for approximately 46% of the City’s General
Fund. New residential and commercial development will also increase sales tax revenues to help pay for City
services as more residents occupy properties and frequent businesses in the city. There are also three
proposed new hotels that would supplement Transient Occupancy Tax revenues. Also expected to open in is
a popular fast casual restaurant that will bring in additional sales tax revenues.

The budget for Fiscal Year 2023-24 is balanced and includes known factors such as increasing inflationary
pressures that are partially an impact of the COVID-19 Pandemic response, which included significant
government stimulus and compounded by economic uncertainty resulting from the continued conflict between
Russia and Ukraine. The Federal Reserve has continued to raise rates from a low of 0.25% in December 2021
to 4.65% as of March 2023, with a target of 5.1% by the end of 2023. The result is that overall borrowing is
becoming more expensive for business expansion loans, consumer debt and mortgages. High interest rates
combined with persistent high inflation are begining to affect consumer discretionary spending. This will result
in stagnant or a slight decrease in sales tax revenue year over year for the City, but due to new businesses it
will be offset.

Additionally, the City entered into new labor contracts with its represented employees last year and this budget
includes assumptions regarding cost of living adjustments and step Increases. FY 2023-24 includes a 4.2%
cost of living adjustment as per the terms of the MOU's, which outlined a floor of 3% and ceiling of 5%. The
City continues to bring back services to pre-pandemic levels, including increased recreation offerings, events
and full person services at City Hall. Staff has created a 10-year forecast that includes a slowdown over the
next couple of years.

Staff will continue to develop a more dynamic and robust Long-Term Financial Forecast (LTFF) with multiple
scenarios. The LTFF will help identify the depth and duration of any potential recession or other negative
economic scenario and those impacts on City operations. We are already looking to identify additional grants
and other reoccurring revenue sources that may help offset any potential impact.

Conclusion

During fiscal year 2024, City Staff will maintain its practice of monitoring revenue and expense projections
while exercising fiscally prudent restraint as we maintain the short and long-term priority of fiscal sustainability.
The City also continues its commitment to funding the adopted fiscal policies to help us weather the next
economic cycle and withstand the challenges imposed by external sources.

I would like to take this opportunity to specifically thank the Budget Team for their hard work and dedication as
we updated the budget document.

¢ Juan Gomez, Finance Director

o Jemelyn Cruz, Budget Manager
¢ Department Directors and Department Staff

Respectfully Submitted,

Y

Jason B. Holley
City Manager
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City of American Canyon

FY 2023-24 Budget

City Council Members, Goals, and Strategies

In 2013-2014, the City went through a very comprehensive process to create a new Community Vision and a
Strategic Plan to help achieve this vision. Through workshops, community meetings, special events, surveys,
and focus groups over 1,200 community members provided input. Using the information, the City Council
crafted the following components of the Strategic Plan. The City's mission is a statement of the purpose of
the orgranization and defines what the City stands for and what we do. Our community vision is a statement
of the desired future and reflects what the City wants to become. The vision drives the work the City does,
guides how business is done, and informs the goals and priorities pursued. Our values drive behavior and
support effective implementation of the mission, goals, and strategies that leads us toward our community
vision.

Mission Statement

Our mission is to deliver exemplary services that are responsive to community priorities, ensure a healthy
and sustainable organization, and drive us toward our share vision for the future.

Community Vision Organizational Strategic Values
Values

« Destination for outdoor e Customer Focus ¢ Collaboration and Teamwork
recreation and natural beauty « Fiscal Responsibility « Community Engagement

 Home to an engages, diverse « Integrity o Creativity and Innovation
community « Professional Excellence e Leadership

e Hub of opportunity and e Transparency and * Results Oriented
economic vitali