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MISSION STATEMENT

Arcadia is a premier "community of homes" featuring top quality, safe neighborhoods which exist in concert with
the natural environment; a diverse population that is committed to community involvement and volunteerism; and a
superb educational system. This high quality of life is supported by our economic vitality.

It is the mission of Arcadia City Government to provide effective and fiscally responsible municipal services in a
manner that promotes this high standard of community life.

GOALS

. CITY COUNCIL To provide leadership. While listening carefully and respectfully to all points of view, to
ultimately set policy and make decisions based on facts and what is in the best interest of the entire city. To
treat City employees with respect, recognize their special talents and training, and listen to their advice.

. CITY EMPLOYEES To serve the public in an atmosphere of courtesy, friendliness and respect,
consistently treating everyone fairly within the policies, rules and regulations of Arcadia. To provide the
highest quality municipal services in an effective, creative and fiscally responsible manner.

. FISCAL RESPONSIBILITY To provide the highest quality municipal services, consistent with the
resources available to us. To allocate such resources fairly to meet the needs of the community as a whole,
while recognizing the needs of various segments within the community.

. ECONOMIC DEVELOPMENT To recognize that high quality City services are to a large extent
dependent on a strong business community. To provide and further enhance a strong economic base by
encouraging revenue-producing, high quality, "clean" retail, commercial and industrial development which
is compatible with a community of homes atmosphere.

. EDUCATION To recognize that a major strength of our community is the educational system. To ensure
that our efforts are consistent with maintaining the quality of education provided to the community. To
support the Board of Education in this critical area.

. QUALITY OF LIFE To provide a pleasing community atmosphere and a level of maintenance of public
streets, parks, rights-of-way and other public facilities that is consistent with the level of maintenance our
citizens provide to their private property. To recognize and promote individual property rights while
ensuring that the rights of others are not infringed upon. To provide quality parks, recreation opportunities,
library and other information services, senior and youth programs, and medical facilities to our citizens. To
promote a positive community spirit and pride in the community.

. PUBLIC SAFETY To assure that residents will be safe in their homes and neighborhoods. To be prepared
for disasters and provide for the protection of life and property in such event.

. PUBLIC INFRASTRUCTURE To protect, maintain and enhance the City's public infrastructure. To
anticipate the long-term needs of the infrastructure and take prudent steps to provide for those needs.

. TRANSPORTATION To provide quality streets and control systems for the efficient movement of traffic.
To provide for the alternative transportation needs of all segments of the community.

. COMMUNICATION To educate the community on City programs and operations as well as their
role in the governmental process.
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g ass” MEMORANDUM

Office of the City Manager

DATE: July 1, 2023
TO: Honorable Mayor, City Council, and the Arcadia Community
FROM: Dominic Lazzaretto, City Manager

SUBJECT: Fiscal Year 2023-24 Budget

Arcadia’s Adopted Budget for Fiscal Year 2023-24 represents the culmination of prudent
financial management and revenue growth among the backdrop of an uncertain U.S.
economy. Over the past year, the City has benefited from higher consumer spending and
revenue growth while moderating its expenses, placing Arcadia in a position to prioritize
capital projects, maintain existing resources, rebuild savings accounts for future expenditures
and emergencies, and make critical investments into technology and personnel.

SUMMARY

The FY 2023-24 Operating Budget acknowledges the potential for a slowing economic
environment, influenced by factors such as inflation, supply chain issues, and concerns about
higher Federal Reserve overnight rates. While certain revenue streams could be susceptible
to a recession, recent economic data suggests that others, like property tax and vehicle
license fees, may experience modest growth. Encouraging indicators such as a low
unemployment rate, rising wages, and consistent consumer spending habits provide optimism
that an economic slowdown may be postponed; however, it is important to acknowledge
challenges in the broader economic landscape, including the increased reliance on credit card
usage for consumer spending and a decline in savings, which can contribute to a slower
economy.

This year’s budget process included two Budget Study Sessions with the City Council on May
8 and 16, 2023. Copies of the proposed Operating Budget were provided for the City Council’s
review. Inclusive in the draft Budget were all operating funds including General, Special
Revenue, and Enterprise funds as well as the Successor Agency. Additionally, the City
Council received the Capital Improvement and Equipment Replacement Fund budgets in a
separate document. All funds total $177.4 million in expenditures, of which the General
Fund’s budget is $87.8 million.

The proposed FY 2023-24 General Fund Operating Budget outlines Total Operating
Revenues of $90.9 million and Expenditures of $87.8 million, resulting in a projected surplus
of $3.1 million. After accounting for Fund Transfers In and Out, the projected ending Fund
Balance of the Operating General Fund is $27,775,300. However, this balance includes a



surplus of $9.9 million from FY 2022-23, which will be transferred to the Equipment
Replacement Fund for upcoming major equipment purchases. With City Council approval of
the transfer, the projected Ending Fund Balance of the Operating General Fund for FY 2023-
24 would be $17.9 million.

In accordance with the City's financial policies, which recommend maintaining a 20% balance
in the Emergency Reserve Fund relative to annual operating expenditures, transfers of $1.5
million and $1.6 million are proposed to be made to the Emergency Reserve Fund at the
conclusion of FY 2022-23 and FY 2023-24, respectively. As a result, the General Fund
Operating Fund Balance is projected to reach $14.9 million by the end of FY 2023-24,
providing a robust reserve to sustain operations throughout the Fiscal Year.

With these factors in mind, the FY 2023-24 Budget takes a cautious approach, carefully
considering these variables while maintaining optimism for a return to pre-pandemic norms.
The City aims to navigate the economic landscape responsibly, ensuring the provision of high-
quality services to residents while considering all possible economic outcomes.

GENERAL FUND BUDGET

FY 22-23 FY 23-24 FY 24-25
Estimates Budget Budget
Beginning Fund Balance $14,801,500 $13,377,760 $14,888,300
Estimated Revenues $83,823,200 $84,831,700 $86,559,600
Transfers In 5,881,400 6,091,200 9,422,600
Expenses & Uses -75,038,200 -81,017,500 -85,801,200
Revenue over Expenses $14,666,400 $9,905,400 $10,181,000
Transfer to Equipment Replacement Fund -2,400,000 -3,400,000 -3,400,000
Transfer to Capital Improvement Fund -2,400,000 -3,400,000 -3,400,000
($4,800,000)  ($6,800,000) ($6,800,000)
Net Operating Surplus / (Deficit) $9,866,400 $3,105,400 $3,381,000
Ending Fund Balance $24,667,900 $16,483,160 $18,269,300
Council Approved and Policy Transfers:
Transfer to Equipment Replacement Fund
(FY 22-23 Surplus) (9,822,500)
[0)
Transfer to Emergency Reserve Fund (20% (1,467,640) (1,594,860) (957,740)
Level)
Final Ending Fund Balance $13,377,760 $14,888,300 $17,311,560




General Fund Operating Budget

The General Fund Operating budget is summarized in the table below (before proposed
transfers of the FY 2022-23 Operating surplus to the Equipment Replacement Fund and the
Emergency Reserve Fund, noted in the above section):

GENERAL FUND SUMMARY

FY23-24
Budget

Beginning Fund Balance $ 24,667,900
Estimated Revenues 84,831,700
Transfers In 6,091,200
Expenses & Uses (79,022,400)
New Programs (1,008,900)
Revenue over Expenses $ 10,891,600
Transfer to Equipment Replacement (3,400,000)
Transfer to Capital Improvement Fund (3,400,000)
Transfer to Local Law Enforcement Prgmr (135,200)
Transfer to Lighting Assessment District (851,000)
Total Transfer Out (7,786,200)
Subtotal Operating Balance 3,105,400
Ending Fund Balance $ 27,773,300

Each year, an allocation of $4.8 million is designated for transfer into the Capital Improvement
and Equipment Replacement Funds, with each fund receiving $2.4 million. This amount was
approximately the 10-year average spend in each account; however, in response to the recent
surge in prices caused by inflation and the projected ongoing increases in materials and
production costs as well as increased replacement needs for aging infrastructure and
equipment, the annual transfer amounts have been revised to $3.4 million for each fund.

The Capital Improvement Fund plays a vital role in funding crucial maintenance projects,
including pavement rehabilitation, building repairs, and parks maintenance. In the upcoming
Fiscal Year, several key projects are budgeted within the Capital Improvement Fund, such as
reroofing city facilities, pavement rehabilitation, water meter upgrades, and the Bonita Park
Concession Building. The proposed projects budgeted in the Capital Improvement Fund total
$6.2 million. The combined capital projects across all funds have been budgeted at $15.8
million.

The Equipment Replacement Fund helps replace equipment that has reached the end of its
useful life like computers, vehicles, and major office equipment. The proposed total cost of
asset replacement through the Equipment Replace Fund is $4.1 million. Notably, significant
purchases for FY 2023-24 are planned, including $1.5 million for Street Division vehicle
replacements, $461,000 for Police vehicle replacements, and $732,000 for the Fire
Department's rescue ambulance.

New programs proposed for the City’s overall Operating Budget demonstrate Arcadia’s
commitment to being responsive to community needs. All new programs proposed for the
City’'s General Fund Operating Budget this year total $1,008,900 and represent vital
investments in all areas of the community.



In alignment with the City's pension strategy, the proposed FY 2023-24 Budget allocates
funds for addressing long-term liabilities, specifically the Unfunded Accrual Liabilities (“UAL”)
of CalPERS. To this end, $2.0 million has been designated for an advance discretionary
prepayment to the California Public Employees Retirement System (“CalPERS”). The City is
also utilizing a Section 115 Pension Trust account, which serves as a financial tool for
investing and saving to address future pension-related costs.

DISCUSSION

The FY 2023-24 Budget takes a cautious approach while maintaining a slightly optimistic
outlook, and a return to pre-pandemic conditions. Revenue streams such as sales tax,
transient occupancy tax, and business license fees are expected to grow at a slower pace,
while property tax and vehicle license fees continue to show normal annual growth rates. One
crucial factor in the revenue trajectory is Measure A, a 0.75% Transaction and Use Tax (Sales
Tax) approved by Arcadia voters in June 2019. This revenue stream has played a critical role
in supporting the City's budget by contributing approximately $11 million to General Fund
revenues in FY 2022-23 alone. Without this voter-approved measure, the City would have
faced the challenge of implementing service cuts or exploring alternative methods to achieve
an annual balanced budget.

Summarized in the table below is the General Fund Operating Budget for: FY 2022-23 Year-
End Estimates, FY 2023-24 Proposed Budget for Adoption, and a FY 2024-25 Preliminary
Budget Outlook. The table below shows that the City's General Fund Operating Ending Fund
Balance is projected to reach $27.8 million by the end of FY 2023-24. This increase is due to
a projected surplus of $3.1 million. This projected balance already includes the expected
surplus of $9.9 million by the end of FY 2022-23, which will be transferred to the Equipment
Replacement Fund. This transfer aims to allocate funds for significant equipment purchases
over the next two years, resulting in a revised General Fund Operating Fund Balance of $18.0
million prior to making year-end transfers to the Emergency Reserve Fund in FY 2022-23 and
FY 2023-24.

GENERAL FUND

FY 22-23 FY 23-24 FY 24-25

Estimates Budget Budget
Beginning Fund Balance $14,801,500 $24,667,900 $27,773,300
Estimated Revenues $83,823,200 584,831,700 $ 86,559,600
Transfers In 5,881,400 6,091,200 9,422,600
Expenses & Uses (75,038,200)  (81,017,500)  (85,801,200)
Revenue over Expenses $14,666,400 S 9,905,400 $ 10,181,000
Transfer to Equipment Replacement Fund (2,400,000) (3,400,000) (3,400,000)
Transfer to Capital Improvement Fund (2,400,000) (3,400,000) (3,400,000)
Subtotal Operating Balance 9,866,400 3,105,400 3,381,000

Ending Fund Balance $24,667,900 $27,773,300 $ 31,154,300



FY 2023-24 Expected Revenues

For FY 2023-24, total General Fund revenues are expected to increase 1.20% when
compared to FY 2022-23 Year-End Estimates. The largest revenue source to the City’'s
General Fund is from Taxes and Fees. The key revenues under these two groups are: Sales
& Use Tax, Property Tax, Utility Users’ Tax, Transient Occupancy Tax, and Motor Vehicle
License Fees. Their projected receipts are shown in the tables below.

GENERAL FUND REVENUES

FY 22-23 FY 23-24 Changes

Estimates Budget S %
Taxes $ 58,782,100 $ 59,314,700 S 532,600 0.91%
License & Permits 5,680,500 5,754,900 74,400 1.31%
Fines & Penalties 545,200 502,200 (43,000) -7.89%
Use Money & Property 1,523,300 1,939,100 415,800 27.30%
Revenue from Other Agencies 8,734,500 8,953,500 219,000 2.51%
Charge Current Services 4,858,600 4,336,500 (522,100) -10.75%
Library 76,000 82,500 6,500 8.55%
Recreation 1,367,500 1,558,300 190,800 13.95%
Other Revenue 2,255,500 2,390,000 134,500 5.96%
Total Revenue $83,823,200 $84,831,700 $ 1,008,500 1.20%

GENERAL FUND TAX REVENUE SUMMARY

o Fy2022-23 Y 2023-24 .
Description . Proposed Difference % Change
YE Estimates
Budget
Sales and Use Tax $24,181,100 $24,422,900 S 241,800 1.00%
Property Tax 19,045,200 19,524,300 479,100 2.52%
Utility Users’ Tax 8,683,900 8,423,000 (260,900) -3.00%
Transient Occupancy Tax 4,395,800 4,461,700 65,900 1.50%
Motor Vehicle License Fees 8,640,000 8,856,000 216,000 2.50%

Sales and Transaction Use Tax: For Sales and Transaction Use Tax, the total projection for
the upcoming Fiscal Year is $24.4 million, reflecting a 1.0% increase compared to the
previous year’s revenues. While sales tax could be highly affected by a recession, recent data
indicates that these revenue streams may still experience growth, albeit at a slower pace.
This projection takes a conservative approach, considering the potential for a slower economy
in the latter half of FY 2023-24.

Property Tax: Arcadia's status as a desirable community coupled with its highly regarded
public school district contributes to the City's expectation of ongoing growth in home valuation.
Forecasts indicate that home sales in California will likely reflect higher price points due to




supply scarcity. Conservative revenue projections are planned for next FY 2023-24, with
continued growth in Property Tax receipts, estimated at approximately 2.5%, or around
$479,100, for FY 2023-24. This is a much lower growth rate than the previous decade
previous years, where low interest rates led to a very active market.

Utility Users’ Tax: The projected revenue from the Utility Users' Tax (UUT) is $8.4 million,
representing a 3.0% decrease compared to the Year Ending Estimate for FY 2022-23. There
was an unusually high demand in electricity and gas resulting from unprecedented cold and
wet conditions this past winter, which is not expected to become the norm. Prices in these
categories are generally rising, so the reduction in revenues will not perfectly track with the
demand returning to normal levels.

Transient Occupancy Tax (“TOT"): The TOT revenue projection for FY 2023-24 represents
a 1.5% increase compared to the previous year, resulting in expected revenue of $4.5 million
and a conservative growth estimate for this revenue category that has been very strong
coming out of the pandemic.

Motor Vehicle License Fees (“VLF”): The Motor Vehicle License Fees ("VLF") tax is projected
to increase by 2.5%, generating $8.9 million in revenue next Fiscal Year. In recent years, the
demand for automobiles has outpaced supply, resulting in significantly higher prices for both
new and used vehicles, producing more VLF revenue, which is expected to continue into the
next Fiscal Year.

FY 2023-24 Proposed Expenses

GENERAL FUND EXPENDITURES BY DEPARTMENT

City Council, 289,300,

City Manager, 976,700
0.37%

,1.24%

Recreation & - City Clerk, 286,400,
Community Services, Library & Museum 0.36%
3.708,500 . 4.69% Services, 4,674,500 y

City Attorney, 685,300
,0.87%

5.92%

Development
Services, 5,312,900,
6.72%

General City,
5,354,500, 6.78%

Administrative
Services, 4,369,900,

0,
Public Works Services, 5.53%
6,494,800, 8.22% .

Fire, 20,585,800,
26.05%

Police,
26,283,800,




The proposed FY 2023-24 Operating Budget sets total operating expenditures at $79.0
million, representing a 3.1% increase compared to the previous year's Revised Budget of
$76.6 million. It is important to highlight that the FY 2023-24 Operating Budget remains largely
unchanged, apart from contractual increases from multi-year service agreements and the
salary and benefits impacts of the final year of a three-year labor agreement.

Furthermore, the budget allocates increased "prefunding" of long-term benefit accounts,
including the City's Retiree Medical Benefit (Other Post Employee Benefit liabilities) and the
Advance Discretionary Payment to CalPERS, with the aim of achieving a higher funding
status. These two-line items amount to $2.9 million, representing an increase of approximately
$1.2 million compared to the previous year.

Proposed New Programs

New programs and expenditures are presented from various departments to respond to
emerging operational needs as well as to respond to direction received from the City Council.
New programs proposed for the FY 2023-24 Budget total $1,003,900 and are described in
the following section.

Administrative Services Department: Accountant ($113,100): The Accountant position is
being added to address workload with revenue interface and receivables reconciliation,
increased controller billings from inspections and false alarms (billing volume has risen from
1,400 to approximately 3,400 per year), grant compliance, and audit requirements. Given the
increased workload in Finance and the upcoming implementation of a new Enterprise
Resource Planning (ERP) system, it is essential to introduce a new Accountant position to
provide support throughout the ERP implementation phase.

Administrative Services Department: Full-Time Administrative Assistant (Conversion
Cost $54,600): The Human Resources Division currently has a part-time Administrative
Assistant position with many of their tasks being distributed among the rest of the team for
completion each day. The existing level of administrative support is insufficient when
compared to the needs of the Department and its customers, requiring higher level staff
members to work inefficiently and perform duties that can be handled by an Administrative
Assistant. Expanding this position to correspond with the Department’s workload allows the
team to provide a higher level of support to all City departments and external customers.

City Manager Office: Arcadia Community Survey ($30,000): The City will be conducting a
community survey that gathers input from a representative sample of Arcadia residents. The
budget covers the creation and administration of surveys through mailed invitations for both
paper and digital formats, analysis and presentation of summary results, benchmark data,
geographic breakdowns as well as the ability to include custom questions and track trends
over time. This survey will provide vital data to understand satisfaction levels with City
services and the overall quality of life in the community; survey materials will be translated
into simplified Chinese to encourage participation from all residents. It is expected that this
survey will provide a benchmark for future community surveys to track progress over time.

Development Services: EnerGov Phase 2 — e-Reviews for Plan-Check and Business
License Module ($82,330): This software will streamline the submission and review process
for structural building plans by enabling online accessibility, file viewing, and permit issuance.
This transition brings significant advantages to applicants as they can conveniently review



comments online and electronically resubmit plans without the need for printing or in-person
submissions, saving and reducing turnaround times. For implementation, each department
will need to upgrade their computer monitors and work environment to facilitate efficient
viewing of the structural plans.

Development Services: Downtown Lighting and Image Improvements (American
Rescue Plan Act Funding $150,000): Federal ARPA grant funds ill be used to implement
the following substantial improvements in the Downtown commercial district:

1. Enhance Tree Lighting and Electrical Infrastructure - $75,000. Replace the aging up-lights,
tree-mounted power boxes, and electrical conduit for the 68 palm trees in Downtown Arcadia,
which were originally installed as part of the Downtown 2000 Beautification Project in the
1990s and have reached the end of their lifecycle.

2. Installation of Over-the-Street Banners - $25,000. Install a new permanent Over-the-Street
Banner system on First Ave, spanning between Huntington Drive and Alta Street. This
installation will serve as a dedicated space for the Downtown Arcadia Improvement
Association (“DAIA”) and other community organizations to showcase banners and promote
events, eliminating the need for temporary setups.

3. Streetscape Infrastructure Refresh - $50,000. Allocate funds for miscellaneous
improvements to refresh, repair, or replace elements of the existing streetscape infrastructure
from the Downtown 2000 Project. This may include improvements to planters, lighting fixtures,
and signage, helping revitalize the streetscape and maintaining a welcoming environment for
businesses, residents, and visitors alike.

Fire Department: Basic Life Support (“BLS”) Peak Hours Ambulance (General Fund
$179,740 /| Equipment Replacement Fund $731,600): The "BLS Peak Hours Ambulance,"
aims to address the increased demand for medical services during peak hours in the City.
Currently, the Fire Department's two Rescue Ambulances are often unavailable due to high
call volumes and longer hospital bed wait times. To ensure timely response to additional
medical incidents, the Fire Department will introduce a Basic Life Support (BLS) ambulance
to provide coverage for incidents that currently require assistance from neighboring
jurisdictions, reducing the need for automatic aid responses. This will enable the Fire
Department to maximize cost recovery generated by medical transport and minimize
response times for incidents requiring an ambulance from outside the city.

The program proposes staffing two BLS ambulance operators for 12-hour shifts, from the
hours of 8:00 a.m. to 8:00 p.m., seven days a week. Included in the program cost is the
purchase of one new Rescue Ambulance, which totals $731,600 ($634,800 for the vehicle
and $96,800 for upfitting costs) budgeted in the Equipment Replacement Fund. Some of these
costs will be recovered through additional billings for the transportation of patients that were
previously handled by other agencies supporting the City when necessary.

Fire Department: Administrative/ Training Fire Captain Converted to Full-Time Position
($248,270): This program establishes a permanent Administrative/Training Fire Captain
position. The Training Captain position was started as a temporary position last Fiscal Year
to address unusually high turnover in the Department. It has proven to be crucial in providing
essential training to both probationary members and in-service personnel. By transitioning to
a permanent position, the incumbent will also take on additional administrative duties to assist
the Fire Department’s command staff with various projects. It is anticipated that this position
will dedicate over 400 hours to training Department members and will help minimize the



impact of training on the community by reducing the amount of time crews spend out of
service.

Fire Department: Addition of one Fire Prevention Specialist to the Fire Prevention
Bureau (General Fund $99,900 / AQMD $54,000): The construction of multiple projects with
increased density has led to a significant rise in the number of annual inspections by 137%
since 2004. Furthermore, the complexity of new builds necessitates enhanced technical
expertise within the annual inspection program. The introduction of a new Fire Prevention
Specialist will play a vital role in ensuring that the City maintains an adequate level of fire and
life safety. This request also includes the acquisition of one (1) new all-electric vehicle and
the installation of a charging station, which will be fully funded using the allocated AQMD grant
funding source in the amount of $54,000.

Library & Museum: Third Party Notification System for Iltems Outstanding ($10,000):
By implementing an SMS alert and messaging system, electronic communication with patrons
will be significantly improved. This technology reduces the reliance on emails that may get
blocked by third-party carriers, ensuring that patrons receive essential notifications without
any disruptions. Additionally, this system would help reach patrons who prefer to receive
updates through text messages, providing them with convenient and reliable means of staying
informed about their library account and materials.

Police Department: License to Carry a Concealed Weapon ("CCW") Psychological
Testing ($25,500): The Chief of Police has the authority to mandate that CCW applicants
undergo psychological testing conducted by an authorized psychologist selected by the
Department. If the City requires such testing, it must use the same firm that is used for its
police officers. This testing is an integral part of the evaluation process to determine the
applicant's eligibility for a CCW license. The Department has established a contract with a
licensed police department psychologist to administer the psychological tests, with the CCW
applicant only being charged a maximum of $150 for the psychological test, per state law.
Consequently, the City will be covering the remaining cost of the tests.

Public Works Services: Project Manager Position (General Fund $76,200 / Other Funds
$76,200): With a dedicated Project Manager, the PWSD will primarily focus on complex
construction management for the City’s capital projects, with an emphasis on the construction
phases of each project. This role will focus on overseeing all aspects of project development
and construction and possess advanced knowledge in engineering and architectural design
principles, practices, and procedures as well as expertise in estimating and project
accounting.

Parks and Recreation: Arcadia branded items to sell at the Gift Shop ($7,500): The
Arcadia Gift Shop will feature a variety of items such as t-shirts, sweatshirts, hats, cups, bags,
and more, all branded with Arcadia designs. The gift shop will utilize existing staff members
and volunteers with start-up costs estimated at $7,500 and annual revenue projected around
$9,000.



The table below summarizes the New Programs included in this adopted budget.

NEW PROGRAMS
FY 2023-24 Ongoing Annual
Proposed New Programs Start Up Costs Costs

City Manager

Arcadia Community Survey S 30,000 S -
Administrative Services

Accountant 113,100 117,600

Full Time Administrative Assistant 54,900 57,100
Police

Concealed Weapon Psychological Testing 25,000 25,000
Fire

New Fire Prevention Specialist 153,900 103,900

New Vehicle for Fire Prevention Specialist 54,000 -

Expand Administrative/Training Captain Full Time Position 248,300 256,200

BLS Peak Hours Ambulance Operators 131,500 136,800

New BLS Peak Hours Ambulance 100,000 -

New Fire Utility Truck 731,600 -
Public Works Services

Project Manager 152,400 158,500
Development Services

EnerGov Phase 2 - e-Review for Plan Check and Business License 82,300 20,700
Parks and Recreation

Arcadia Branded Merchandise 7,500 7,500
Library and Museum

3rd Party Notification System for Outstanding Items 10,000 10,000
Total New Programs S 1,894,500 S 893,300

Programs Funded by Equipment Replacement Fund (885,600) -
Total New Programs (General Fund) S 1,008,900 S 893,300

Capital Improvement and Equipment Replacement Funds

In recent years, the City has successfully accumulated funds in the Capital Improvement and
Equipment Replacement Funds to save for significant purchases that occur intermittently. The
balance of each fund has grown through financial prudency and by transferring excess funds
from the General Fund at the end of each fiscal year. Specifically, the goal is to transfer at
least the 10-year average expenditure from each account from the General Fund. This
proactive approach to funding is crucial in preventing failure of the City's infrastructure system
and ensuring staff has the necessary tools and equipment to carry out their essential duties.
To establish a sustainable fund balance for future purchases and projects, the FY 2023-24
Budget will transfer of $6.8 million from the General Fund, with $3.4 million allocated to the
Capital Improvement Fund and $3.4 million to the Equipment Replacement Fund.

The FY 2023-24 Capital Improvement Plan entails 41 projects, with a total expenditure of
$15.8 million. Of this amount, $6.2 million will be funded from the Capital Improvement Fund.



The Capital Improvement Fund primarily supports crucial maintenance initiatives such as
pavement rehabilitation, building repairs, and parks maintenance. The following table
provides a summary of some major proposed projects scheduled for the year.

FY 2023-24 MAJOR CAPITAL IMPROVEMENT PROJECTS

Project
Project Description Budget Funding Source
Annual Slurry Seal Program $1,320,000 Capital IlirL]J;:]rc(j)vement
Advanced Metering Infrastructure (AMI)/ $1.200,000 ARPA Fund
Meter Replacement Program ’ ’
Bonita Park Concession Building $1.700.000 P?:rgcﬁitizclr:ia;(ljon
Improvement Project o
Capital Improvement
Pavement Rehabilitation Program $2,255,000 $1.05Mil & RMRP (SB1)
- $1.2Mil
City Facilities Exterior Painting $300,000 Capital 'gm"’eme“t
Water Main Replacement Program $520.000 ARPA Fund
City Facilities Reroof Capital Improvement
$1,500,000 Fund
Arterial and Pavement Rehabilitation $900.000 Prop C

The Equipment Replacement Fund plays a critical role in funding essential equipment such
as computers, vehicles, and major office equipment. To ensure the sustainability of the
Equipment Fund, an increased annual transfer of $3.4 million is now necessary to
accommodate rising costs from inflation and demand for new equipment.

In the proposed budget, there is a higher number of vehicle replacements planned —
specifically, heavy-duty vehicles used by the Public Works Services, Fire, and Police
Departments. This year, an increased number of vehicles are budgeted for replacement due
to manufacturing backlogs caused by the COVID-19 pandemic, resulting in projected waiting
periods of up to 24 months. Consequently, most sedans, particularly Police Patrol vehicles,
are being pre-ordered in anticipation of these delays.

The Equipment Replacement Fund encompasses a comprehensive list of 41 equipment
purchases, totaling $5.1 million. Eighty percent (80%) of the $5.1 million (or $4.1 million) will
be funded by the Equipment Replacement Fund. The table below summarizes some
significant equipment purchases for the upcoming period.



FY 2023-24 MAJOR EQUIPMENT REPLACEMENT PURCHASES

Equipment Replacement Replacement
Description Budget Funding Source

Street Vehicle Replacements:

= Heavy Duty Stake Bed Truck
% Ton Pickup Truck (2)
CNG Street Sweeper

« 3, Ton Stake Bed Truck $1,460,700 Equipment Replacement
= ' Ton Pickup Truck
= |Installation of Equipment and
Accessories
Water Vehicle Replacements:
e Dump Truck
= % Ton Pickup Trucks (3) $619.900 Water Fund
= |Installation of Equipment and ’
Accessories
Fire Department:
e Rescue Ambulance :
¢ Installation of Equipment and $731,600 Equipment Replacement
Accessories
* Communication & Technology $280,000 Equipment Replacement

Equipment Replacement

Police Department:
e 3 New Patrol Vehicles
e 1 New Sedan
e 2 Used Sedans
e [nstallation of communications
equipment

$461,500 Equipment Replacement

ECONOMIC OUTLOOK

The General Fund FY 2023-24 operating budget reflects a cautiously optimistic outlook
following the recovery from the economic challenges brought about by the COVID-19
pandemic. Thanks to strong fiscal management and the successful implementation of a
Transaction Use Tax in 2019, the City has been able to maintain the high level of services
that the community has come to expect. These prudent financial practices have positioned
the City favorably, leading to a projected surplus for FY 2023-24, despite the possibility of a
moderate or stagnant economic environment that could impact revenue streams.

While concerns about inflation, supply chain disruptions, and a slowing economy persist, the
potential impact on the economy remains uncertain. Economic indicators suggest the
potential for a recession, but accurately predicting its timing is difficult. Nonetheless, the City
is prepared to navigate these challenges, leveraging its financial stability and proactive
measures to adapt and thrive in any economic scenario. By maintaining a positive and
proactive approach, the City remains well-equipped to overcome uncertainties and continue
delivering excellent service to the community.



Considering the aforementioned factors, a budget stress test was conducted to assess the
potential financial trajectory of the City in the future. The stress test scenario assumed a
recession would occur in the latter half of FY 2023-24, followed by a slow recovery that would
require multiple years to normalize and a rising cost scenario. The results of the stress test
reveal a positive outlook, indicating that even in the event of a prolonged recession, the
projected annual deficits would range from 0.9% to 5.5%, equivalent to approximately
$640,000 to $4.9 million. These deficit figures are within manageable limits and can be
addressed through short-term cost-saving measures, or if necessary, modest budget
reductions without having to utilize operating or emergency reserves. Overall, the stress test
showed that the City is well positioned to face any economic challenges that may present
themselves.

CONCLUSION

The proposed FY 2023-24 General Fund Operating Budget demonstrates a balanced
financial position, with a projected surplus of $3.1 million. This surplus is a result of Total
Operating Revenues and Transfers In amounting to $90.9 million, net of Operating
Expenditures and Transfers Out totaling $87.8 million.

The City's commitment to conservative spending practices has allowed for the accumulation
of savings, providing a cushion to navigate economic uncertainties in the short term. This
prudent approach also enables the City to plan and execute long-term strategies effectively.
Arcadia has consistently demonstrated its adaptability and ingenuity in maintaining critical
services during challenging economic conditions, effectively delivering what residents and
businesses value the most. The management staff and | plan to build on these strengths in
the coming years.

Respectfully submitted,
Eazz@o

Dominic
City Manager
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Activities include the representation of elected and appointed officials and staff in
civil actions and proceedings, the prosecution of violations of City Codes,
attendance at all meetings of the City Council/Successor Agency to the Arcadia
Redevelopment Agency, and the preparation and/or approval of legal documents
such as contracts, deeds, ordinances, and resolutions.

FY 2023-24 Work Plan:

The following items highlight the Department’s major work plan elements for the
upcoming fiscal year.

1.

Ensure that all City programs and operations are carried out efficiently, effectively,
and in a timely manner.

Provide oversight of the City’'s Operating Budget and Capital Improvement
Program.

Provide managerial and administrative support to the City Council. Coordinate City
Council meetings, presentations, and events in the community; dignitary visits and
public outreach.

Serve as a resource for the public in terms of providing responses to public
information requests, answering questions, and resolving problems.

Manage projects that do not easily fit into the operation of another department or
that require centralized coordination.

Organize special events, community functions, and meetings that have a citywide
interest and/or are hosted by the City Council.

Act as the City’s overall Public Information Office and facilitate the citywide
distribution of public information. Direct and execute communication and
community outreach efforts for the City; manage the City website, the government
access television channel, and the City-controlled aspects of local cable television
operators.

Enhance the City’s social media activity across all platforms including the City’s
main Facebook account @ArcadiaCAgov, Twitter @discoverarcadia, WeChat,
and Nextdoor to increase followers and impressions.

Provide staff support to the City Council, City Clerk, City Manager, and City
Attorney.

10.Provide staff support to the Arcadia Beautiful Commission and organize the

Commission’s Spring Home Awards, Water Smart Hero Awards, Holiday
Decoration Awards, and the Arbor Day/Tree City USA programs.
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