Annual Budget Book

Glendale, Arizona

Fiscal Year

2016-2017




rY
GLENDALE



rY

T
GLEND%E

Fiscal Year 2016-2017 Annual Budget Book

Introduction

Introduction



rY
GLENDALE



ANNUAL BUDGET INTRODUCTION
Fiscal Year 2016-2017 Table of Contents

CITY OF GLENDALE, ARIZONA
FISCAL YEAR 2016-2017
ANNUAL BUDGET

TABLE OF CONTENTS
Introduction Page
Table of Contents i
City Council KeY PrioritieS 1
Glendale City Officials 2
City Council District Map 3
City Organizational Chart 4
Map of Glendale and Neighboring Communities.___ 5
Community Profile 6
Budget Presentation AWard 13
Financial Organizational Chart 14
How to Make the Most of this bocument 16
Budget Calendar 18
BUAQEt PrOCESS 20
Budget Message
City Manager’s Budget Message 23
Financial Guidelines
Five-Year Financial Forecast 27
Financial Policies 45
Budget Summaries
BUAQEt SUMMAIY 55
Revenues 69
XA UNES 82
Debt Services 95
Operating Budget
Operating Budget Table of Contents 109
Capital Improvement Plan (2017-2026)
CIP Table of Contents 215
CIP Preparation 217
CIP Ten-Year Plan 228




ANNUAL BUDGET INTRODUCTION

Fiscal Year 2016-2017 Table of Contents
Schedules
Why Include SChedules 329
Schedule 1: Fund Balance (AnalysisbyFund) 330
Schedule 2: Revenue by FUND. 332
Schedule 3: Operating Budget (Analysis by Dept; by Fund) 338
Schedule 4: Transfers Between Funds....... ... 360
Schedule 5: PrOPeItY TaX 361
Schedule 6: Authorized Staffing. 362
Schedule 7: Salary RangesS 401
Schedule 8: Long Term Debt Service 410
Schedule 9: Internal Service Premiums 411

State of Arizona Auditor General Budget Schedules

Schedule A: Summary Schedule of Estimated Revenues and Expenditures/Expenses._ . 420
Schedule B: Tax Levy and Tax Rate Information_ 421
Schedule C: Revenues Other Than Property Taxes 422
Schedule D: Other Financing Sources/<Uses> and Interfund Transfers_ 428
Schedule E: Expenditures/Expenses by Fund.___ 429
Schedule F: Expenditures/Expenses by Department 434
Schedule G: Full-Time Employees and Personnel Compensation_ . 436
Appendix
Budget Adoption ReSOIUtiON. 439
Miscellaneous Statistics 441
GlOSSary Of TeIMS 443
A ONY IS 447
Frequently Asked QUEStIONS 449

i



rov S
1%

GLEND{%E

City Council
City of Glendale, Arizona

KEY PRIORITIES
Fiscal Year 2016-2017

Transparency in all we do as City Council members in order to continue building trust with
the community, staff and each other as a policy body. The openness of policy discussion is
also reflected in the variety of rules and guidelines adopted by the City Council with the
obligation that all adhere to that guiding principle.

Fiscal Sustainability is always a standing goal for the City as a matter of course. It rises to a
Key Priority level in the face of major fiscal concerns and recovery strategies. The 2016 —
2017 Budget will move the City in a very positive direction toward sustainability.

Economic Development is acknowledged as a key element of fiscal sustainability. It could
easily be a subset of that priority. However, the level of significance of a strong economic
development effort is seen by the City Council as an item that warrants its own special focus
for policy level support. This is a critical component of the fiscal recovery process.

Signature Events are seen as defining elements for Glendale’s regional identity. Failure to
present expected celebrations that have long drawn crowds to downtown Glendale will have
substantial impact on the community well-being, economics of shop owners and ability to
attract commerce. This will require the City Council attention to the policies needed to
encourage long planned Centerline activity to expand the capacity of downtown.

Creative, Innovative, Efficient Systems and processes will continue to gain the highest
level of service given the limitations of budget capacity. Staff talent and comment will
continue to be the critical element of customer service despite difficult financial challenges.

Continuous Business Policy Improvement to assist Mayor and City Council in establishing
policy necessary to continually improve the business and citizen attraction to the downtown
core and Centerline.

Public Safety — Prepare a five-year Public Safety plan to ensure public safety capacity to
provide a level of service that is consistent with the needs of the community, the budgetary
capacity and the standards of performance in generally acceptable national guidelines.
Encourage innovation and the application of creative new approaches, where necessary and
applicable.
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Glendale, Arizona

Community Profile
2016-2017 Annual Budget

History

In 1880, the land that is now Glendale was nothing more than empty desert.
But in 1882, William J. Murphy joined three Arizona builders, MW. Kales,
William A. Hancock and Clark Churchill, to lead the Arizona Canal Co. project,
which would bring water to the desert land by 1885.

In 1888, Murphy, with the help of others, constructed the diagonal Grand
Avenue. And on February 27,1892, the first residential area of the city began
to take shape. The Glendale town site began to take shape soon after, and
the first school, the Glendale Grammar School, was built in 1895. Its opening
drew people from all over the Valley. In the mid-1890s, Glendale became the
pathway for a line of the Santa Fe Railroad, linking the Valley to Prescott and
northern Arizona. The railroad allowed Glendale settlers to transport goods
to the north and easily receive building materials.

More and more families began to settle in Glendale after the turn of the
century. Over the years, Glendale grew to become one of the most culturally
diverse cities in the Valley. The city owes much of its heritage to early Hispanic
settlers as well as Japanese and Russians who moved to Glendale from
California.

Glendale’s Beet Sugar Factory, whose structure still stands today just southeast
of Glendale’s downtown, was instrumental in the city’s early economic success.
Farms and orchards, like the 640-acre Sahuaro Ranch, continued to take off
through the early 1900s.

Then World War | brought a new surge of energy into Glendale, with cotton
prices reaching $2 a pound and a high demand for food, which kept farmers
busy. There was soon a need for more housing, and today’s Catlin Court was
born from 1915 to about 1930. Most of these homes are still standing and on
the National Register of Historic Places.

World War Il brought the birth of Thunderbird Field to train civilian pilots for
the Army and in 1941, the Army began working on a larger base 10 miles west
of Glendale. Built for $4.5 million, Luke Field (now Luke Air Force Base) was
named for the first pilot to receive a Medal of Honor, Lt. Frank Luke Jr.
Thunderbird Field would later become the Thunderbird American Graduate
School for International Management.

The military and college presence sparked a need for utilities, parks, schools
and streets. City officials in the 1960s began to play catch up with the
population, and over the next 40 years, the city added an operations center,
landfill, water treatment plant, sewage plants, libraries, parks, public safety
facilities, an airport, a city hall and a civic center.
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Glendale, Arizona

Community Profile
2016-2017 Annual Budget

Government/Organization

The City of Glendale operates under a Council-Manager form of government
with a mayor elected at large and six council members elected based upon a
system of geographic districts. Council members serve a term of four years
on a staggered basis and the Mayor is elected for a four-year term.

The City Manager is appointed by the Mayor and Council.

City Services

The city of Glendale provides residents with essential municipal services that
include public safety, water, sewer and sanitation services.

The Glendale Police Department’s objectives include crime prevention, crime
control, community involvement and fair and equitable treatment for residents.
The department has three police stations, 420 sworn officers and 138.5 civilian
employees.

The Glendale Fire Department provides a variety of emergency services
including fire suppression, emergency medical, hazardous materials and
specialized rescue response. The fully-accredited department is comprised
of 245 firefighters and nine fire stations, responding to approximately 40,000
calls a year.

Glendale’s Water Services Department is committed to providing safe, reliable,
high quality water and wastewater services to ensure public health and the
vitality of the community. The department operates four water and two waste-
water treatment plants, maintains 994 miles of water mains and 707 miles of
sewer lines, operates a water quality lab certified by the Arizona Department
of Health Services, ensures that storm water pollution prevention best practices
are conducted, and provides customer services such as meter reading, billing
support, high water use/leak consultations, and a variety of water conservation
programs. |t operates 24 hours a day, 7 days a week, all year long to ensure
that water and sewer services are safe and available to meet customers’ needs.

The city’s Sanitation Division provides a variety of residential and commercial
services. Garbage and recycling is collected weekly and bulk trash is collected
monthly. In addition, the city operates the municipal landfill and materials
recovery facility, where recyclable materials are sorted and prepared for sale.
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Community Profile
2016-2017 Annual Budget

Transportation

Major transportation corridors that connect Glendale to the entire metro-
politan region include historic Grand Avenue, Loop 303 in the far west,

the Loop 101 in the western and northern parts of the city, and the Northern
Parkway, which is currently in phase two of construction, connecting several
West Valley cities.

Glendale is a member of the Valley Metro, the area’s Regional Public
Transportation Authority (RPTA.) Glendale Transit provides a wide range of
convenient, low-cost transportation alternatives for Glendale citizens and
visitors, including fixed-route bus service, Glendale Dial-A-Ride, Glendale
Urban Shuttle (GUS) bus service, ADA service and a taxi-subsidy program.

In compliance with federal regulations, the city offers an Americans with
Disabilities Act (ADA service to eligible persons who, because of a disability,
cannot use Valley Metro fixed-route bus service. The ADA service covers the
same routes and operates the same hours as Valley Metro fixed-route bus
service in Glendale. Glendale Urban Shuttle (GUS) provides a great way to
bring location destinations closer with three convenient routes. Fare is only
25 cents, with reduced fare (10 cents) for seniors and persons with disabilities
between the hours of 10 a.m. and 2 p.m. One of the routes operates seven
days a week, 365 days a year. The other two routes operate Monday through
Friday. In addition, the city provides a taxi-subsidy for persons with special
transportation needs. The program is designed to assist people making
repetitive trips for medical tfreatments and therapies.

The city also operates the Glendale Municipal Airport. Located just five

miles west of downtown Glendale, five miles east of Luke Air Force Base,

and 30 minutes northwest of downtown Phoenix, this 477-acre modern
airport features a beautifully designed two-story, 18,000 square-foot terminal,
a Federal Aviation Administration contract-tower, and complete

airport services for general aviation and corporate jet traffic.
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Community Profile
2016-2017 Annual Budget

Quality of Life

Glendale has so much to offer residents, businesses and visitors with wonderful
amenities and an exceptional quality of life, including:

+ Housing opportunities for those looking for historic properties to
master-planned communities to affordable living

+ Gila River Arena, the home of the NHL Arizona Coyotes, and a host to
a variety of national and international concerts and shows

+ The University of Phoenix Stadium is home to the NFL's Arizona Cardinals
and hosts the annual Fiesta Bowl, hosted the 2015 Super Bowl and 2016
College Football Playoff Championship and will host the 2017 NCAA

Men’s Final Four

+ Camelback-Ranch Glendale, the spring training home of the Los Angeles
Dodgers and Chicago White Sox

+ Myriad shopping experiences that include Arrowhead Towne Center,
Cabela’s, Tanger Outlets, downtown boutiques and antique shops

+ Award-winning special events, cultural and performing arts, galleries
and concert venues

+ More than 180 area golf courses

+ Three libraries, 70 parks totaling more than 2,188 acres, two aquatics
cenfers, six community centers, a racquet center, two municipal golf
courses, four sports complexes, more than 44 miles of hiking and equestrian
trails and more than 500 programs and classes offered yearly

+ Ashort distance, 15 to 25 minutes, from other Valley of the Sun amenities
including downtown Phoenix, Phoenix Sky Harbor International Airport,
Phoenix International Raceway and high-end resorts and spas
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2016-2017 Annual Budget

Tourism

In 2010 the city of Glendale created the West Valley's first Convention &
Visitors Bureau (CVB), transitioning from an office of tourism to a full-fledged
bureau, uniting all cities in the western part of the Phoenix metropolitan area.
Additional revenue is brought in by membership dues which funds the CVB.
Currently with more than 100 members, the CVB manages an international
effort to promote Glendale and the West Valley through marketing, advertising
and targeted media missions, partnering with other Valley CVBs in this goal.

Arizona’s number-one national travel market is the Midwestern U.S., with
Canadian travelers as the top international market. The CVB also has created
an advisory committee with representation of business categories, as well as a
hotel advisory committee, which both advise and guide the direction in order
to achieve the CVB's mission.

The CVB also operates an official designated state of Arizona Visitor Center.
Housed in downtown Glendale, the Visitor Center is a hub for visitor
information for the entire state of Arizona and assists the downtown
community of businesses in promoting the downtown area as a destination
point. The Visitor Center sees approximately 15,000 visitors annually.

10



Glendale, Arizona

Community Profile
2016-2017 Annual Budget

Glendale at a Glance

Glendale is located about nine miles northwest of Phoenix, at an elevation of 1,187 feet, with an average annual
temperature of 72 degrees. The average annual high is 85 degrees. The average high in winter is 67 degrees,
and highs frequently flirt with 80 in the spring and fall. The area receives an annual rainfall of 8.4 inches,
with 294 average days of sunshine each year.
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Primary Education

+ Glendale is covered by twelve elementary, secondary and unified
school districts. The majority of the city’s public schools fall under the
following districts: Glendale Elementary School District, Glendale Union
High School District, Deer Valley Unified School District and
Peoria Unified School District

« There are over 45,800 school aged children (5-17) in Glendale,
19.3% of the population

Glendale H.S. Centennial Parade

Higher Education

« Arizona State University at the West campus

+ DeVry University Westgate

+ Glendale Community College, the area’s largest community college
+ Midwestern University

« Thunderbird School of Global Management at ASU

Other Quick Facts About Glendale

+ High School Diploma or Higher
85.3%

« Persons Per Household
3.0

+ Non-English Language at Home
31.8%

« Number of Businesses
15,000+

+ Land in Square Miles
5998

_____
A,

DeVry University Westgate
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GOVERMNMENT FINANCE OFFICERS ASSOCIATION
Dfoiﬂgu ished
B u dgef Presentation
Award

PRESEMTELIN LY

City of Glendale

Arizona

Forthe Fiscal Year Heginning

Julyv 1, 2015

P

Excomiive Lincciar

The Government Finance Officers Association of the United States and Canada (GFOA) presented a Distinguished
Budget Presentation Award to the City of Glendale, Arizona for its annual budget for the fiscal year beginning July 1,
2015.

In order to receive this award, a government unit must publish a budget document that meets program criteria as a
policy document, as an operations guide, as a financial plan, and as a communications device. At least two of three
independent GFOA reviewers must rate the document “proficient” or “outstanding” on all four program criteria and
all mandatory criteria in order for the document to receive the award.

This award is valid for a period of one year only. We believe our current budget continues to conform to program
requirements, and we are submitting it to GFOA to determine award eligibility.
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Financial Organization Chart
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INTRODUCTION
Financial Organization Chart
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HOW TO MAKE THE MOST OF THIS DOCUMENT

This budget document serves two primary but distinct purposes. One purpose is to present the
City Council and the public with a clear picture of the services the city provides and of the policy
alternatives that are available. The other purpose is to provide city management with a financial
and operating plan that adheres to the city’s financial policies. It also communicates the vision of
the City Council and executive leadership team for the City of Glendale and presents the
financial and organizational operations for each department. In an effort to assist users in
navigating through this document, the following guide is provided.

The document begins with a financial organization chart and provides a high level look at the
operating, capital, debt service and contingency budgets. The budget calendar and a description
of the budget process will help the user understand the time and effort that the City puts into
developing a balanced budget and a glossary of terms will help the reader understand the
acronyms used throughout the budget book.

Budget Message

The city manager’s budget message articulates the balancing strategy used to develop the annual
budget as well as policy issues and priorities for the fiscal year. It describes significant changes
from the prior year budget and the factors that led to those changes. It also outlines key
components of the upcoming budget and discusses underlying administrative practices that
support the city’s organizational goals.

Financial Guidelines

This section offers an overview of the City’s financial planning practices including the
following:
e The Five-Year Forecast provides the long-range financial outlook for city operations with
details on how the revenue and expenditure projections are established for major funds,
e The Financial Plan discusses short- and long-term strategies that comprise the city’s
approach to financial planning, and
e The Financial Policies that form the framework and guidelines for overall fiscal planning
and management.

Budget Summaries

The budget summary offers an overview of the city’s finances and examines the budget
components, process and amendment policy. It also covers the financial and operational
summaries for all major funds and provides historical trends for revenues, expenditures and
staffing.

The debt service information has historically been included within the preceding CIP section in
past budget books. This year, a new format has been developed which will allow the reader the
opportunity to focus on either capital projects, or the financing rules, regulations, policies and

16
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procedures governing how CIP projects are financed (debt service). It starts with an explanation
of the various funding mechanisms available for financing projects (e.g. general obligation
bonds, revenue bonds, development impact fees, etc.) and includes explanations of voter
authorization, capacity limits, assessed valuation, property tax rates, debt coverage ratios, etc.

Operating Budget

This section provides a closer look at the various functions of each department. Each department
has provided a description of its core job functions, goals and objectives for the upcoming year,
as well as recent accomplishments and performance measures for the last two fiscal years and
other relevant statistics. The budget summaries include both historical and current year financial
data for programs and services offered by the department. They also include a summary of the
type of expenditures incurred by the department as well as trends on authorized staffing.

The Capital Improvement Plan (CIP)

The CIP section outlines all infrastructure improvements and additions and their respective
funding sources, along with estimates for the associated operating impacts of each capital
project. It starts with a narrative summary and is followed by detailed information such as
funding source, project number and project description for both capital and operating costs by
year for the first five years of the plan. In addition, the CIP includes five additional “out years”
for future planning and discussion purposes.

Schedules

This is the heart of the budget document as an operating and financial plan. These schedules
summarize the City’s financial activities in various comprehensive, financial formats. For
example, all revenue inflows and outflows are summarized on Schedule One, but from here you
can delve into the details for any of the those higher level components by reviewing a schedule
dedicated to revenues, operating expenditures or debt service payments. The detail schedules
summarize information by account categories, operational departments (i.e. public safety,
utilities, sanitation, etc.) and bond issuances. This section also includes the official budget forms
required by the State of Arizona’s Auditor General’s Office.

Appendix

This section includes some key city statistics regarding population, occupational distribution,
household income, school enrollment and much, much more. Information on the number of
parks, libraries, fire and police stations, as well as a “frequently asked questions” section, which
helps address many of the most important aspects regarding the budget, is also included.

17
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FY16-17 BUDGET CALENDAR

July 2015 - February 2016

Budget staff analyzed revenue and expenditure data to assess the budget and economic
outlook for FY16-17. Discussions with the City Manager’s Office and other executive
management staff occurred during this time regarding numerous balancing options for
the FY16-17 revenue, operating, and debt service budgets.

Preparation of FY16-17 operating budget items such as premiums for workers’
compensation insurance, risk management insurance, phone services and indirect cost
allocation were undertaken. Analysis of revenue trends was also prepared during this
time, with periodic updates to the City Manager’s Office.

October 2015 - February 2016

Capital Improvement Plan (CIP) budget preparation. This process involved input by
departments; the review of project budgets and operating and maintenance budgets by
engineering, budget and facilities management staff; the prioritization of projects based
on City Council’s strategic priorities and financial capacity; a discussion of various
financing options by the CIP finance team; and preparation of the Preliminary FY 2017-
2026 CIP document for City Council review.

December 2015

A Five — Year Financial Forecast of the General Fund and all major operating funds was
presented to council December 15, 2015 at a council workshop. This discussion primarily
focused on the General Fund and opportunities to strengthen the city’s financial
position.

FY16-17 operating budget kickoff meeting with department directors and staff to
commence budget input was held on December 17, 2015. Input continued through
January 2016.

January 2016

Department’s base budgets submissions were due mid-January 2016. Review meetings
with department and budget office staff to discuss base budget submissions in late
January and continuing into February 2016.

February 2016

Review with City Council information on the upcoming FY16-17 Budget calendar, budget
process and discussion on policy guidance and input. Present information on long-term
and short term options and potential financing opportunities for upcoming budget
balancing.

18
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March 2016

Council discussion continues on upcoming financial strategies. Employee compensation
and benefit packages are presented to council for FY16-17 budget. Ten-year Capital
Improvement Plan is also presented.

April 2016

City Council holds budget workshop on presentation of the Draft FY16-17 operating
budget. An overview of the draft FY16-17 budget for the General Fund was presented
and discussed in detail as this is the city’s largest operating fund. The report also
provides Council an opportunity to review the proposed cost of all city services provided
by city departments based on the draft FY16-17 budget.

May 2016

Council holds a follow-up budget workshop on budget requests and items for policy
consideration.

City Council adopted a resolution approving the FY16-17 tentative budget, directing
publication of the tentative budget, giving notice of the June 14th date for the public
hearing on the FY16-17 final budget and a separate public hearing on the FY16-17

property tax levy and giving notice of the June 14th date for the adoption of the FY16-17
property tax levy.

June 2016

City Council conducted a separate public hearing on the FY16-17 budget and convened a
special meeting to adopt a resolution approving the FY16-17 budget.

July 2016
Start of fiscal year 2016-2017.
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FY16-17 BUDGET PROCESS

Overview

The FY16-17 operating and capital budgets are based on council’s continuing key priorities and
strategic goal themes;

TRANSPARENCY

FISCAL SUSTAINABILITY

ECONOMIC DEVELOPMENT

PUBLIC SAFETY

Principal issues for the FY16-17 budget were the ongoing challenges of the economy, the level
of General Fund contractual obligations, and exploring strategies to improve General Fund fiscal
stability. These are discussed in detail in the City Manager’s Message in this document.

Over the course of several months various balancing options and fiscal strategies for both the
FY16-17 operating budget and the FY 2017-2026 capital improvement plans were evaluated. A
series of budget workshops were held from February to May 2016. A final balanced plan was
established in May 2016 and resulted in the recommended budget.

At the conclusion of these budget workshops, the proposed budget was presented to Council for
tentative adoption and then, two weeks later, for final adoption. The budget was transmitted to
the general public in the form of public hearing notices. These notices included summary budget
information as required by Arizona state law. After completing the public hearing for the final
FY16-17 budget, the Council adopted the budget and thereby set the expenditure limitation for
FY16-17. The chart on the following page illustrates the broad outline of the FY16-17 budget
development process.
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Revenue Collections

Analyzed. Tentative doption and Prope ’ Public Hearing - Adopt
FY16-17 Operating Tax Levy Public Final Budget
Budget Developed. Hearings 6/14/16
Capital Budget Requests
Prepared N/A
\J

Public Hearing Property

Budget Staff Compilation Tax Levy
ERMEWAS N/A

(July '15 - February '16) | Adoption of Levy

N/A
\ ]

’ City Managers,
Executive Leadership

Team Review 03/16 - 05/16
February '16

Workshop Sessions

Variations in Budgeting Methods

The budgets of general government type funds, such as the General Fund, Public Safety Special
Revenue Fund, Streets Fund and Transportation Fund are prepared on a modified accrual basis.
This means that unpaid financial obligations, such as outstanding purchase orders, are
immediately reflected as encumbrances when the cost is estimated, although the items may not
have been received yet. However, in most cases revenue is recognized only after it is measurable
and actually available. Beginning with FY 1996, sales tax revenues were recorded in the period
in which they were due to the city. This changed in FY 2008 and sales tax revenue is now
recorded to the month it is collected.

Enterprise funds (Water/Sewer, Landfill, Sanitation and Community Housing Services) are
prepared using the full accrual method. Enterprise funds also recognize expenditures as
encumbered when a commitment is made (e.g., through a purchase order). Revenues, on the
other hand, are recognized when they are obligated to the city (for example, water user fees are
recognized as revenue when service is provided). Purchase orders for goods and services
received prior to the end of the current fiscal year will be eligible for payment for a period of
days following the close of the fiscal year. However, encumbrances for all other purchase orders
will automatically lapse.

The Comprehensive Annual Financial Report (CAFR) presents the status of the city's finances on
the basis of Generally Accepted Accounting Principles (GAAP). Since FY2002, the CAFR has
been prepared in compliance with Governmental Accounting Standards Board (GASB)
Statement No. 34 requirements. The CAFR shows fund expenditures and revenues on both a
GAAP basis and budget basis for comparison purposes. In most cases, this conforms to the way
the city prepares its budget with the following exceptions:
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a. Compensated absences liabilities that are expected to be liquidated with expendable
available financial resources are accrued as earned by employees on a GAAP basis as
opposed to being expended when paid on a budget basis.

b. Principal payments on long-term debt within the enterprise funds are applied to the

outstanding liability on a GAAP basis as opposed to being expended when paid on a
budget basis.

c. Capital outlays within the enterprise funds are recorded as assets on a GAAP basis and
expended on a budget basis.

d. Inventory is expensed at the time it is used.

e. Depreciation expense is not budgeted as an expense.
Accounting Changes:

In 2011, the Glendale City Council approved an increase to the city’s tax rate on transient
lodging, commonly referred to as the “bed tax,” from 3.4% to 5%. As part of this action, all the
proceeds from the increased tax rate are dedicated to tourism promotion initiatives that foster
economic growth by developing the tourism industry in Glendale.

For FY15-16, a number of General Fund Sub-Funds were eliminated and either combined into
the General Fund or reclassified to other fund types for accounting purposes. A further
explanation of the funds and changes can be found within the Budget Summary Section.

For FY16-17, a number of accounts number changes were eliminated and either reclassified for a
range consolidation by account type.
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FY16-17 City Manager’s Budget Message

To the Citizens of Glendale and the Mayor and Council:

| am pleased to provide you with the City of Glendale’s FY16-17
annual budget and ten-year Capital Improvement Plan. This
year’s budget process was highly focused both on increasing
efficiency and investing in the city’s infrastructure. Through
measured fiscal planning, the city is poised to produce positive
results and achieve a sustainable future. Through the
collaborative efforts of city staff, and the guidance and support
of the City Council, this budget represents the City’s
commitment to success and its continued focus on long-term
financial stability.

The FY16-17 Final Budget totals $693.0 million which is a 9.7%
increase over the prior year’s budget. The increase is primarily
attributable to growth in the Capital Improvement Plan.

Budget Priorities
Development of the budget centered on the following key priorities identified by the Council
during the past year:

e Sustainable
- Achieve $50 million in unrestricted fund balance by FY19-20
- New positions are funded with established revenues
e Outcome Based
- Improve Public Safety high priority call response times
- Address high employee turnover
- Improve speed to market in the planning department
- Increase productivity through innovation and technology
- Invest in capital improvements and infrastructure
e Efficiency
- Reorganization of departments

Budget Approach

The city’s financial policies were the guiding principles in developing the FY16-17 financial
forecast and ultimately the recommended budget to the City Council. The overall goals
underlying the city’s financial policies include fiscal responsibility, flexibility, and adherence to
the highest accounting and management practices.
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Revenues

Total revenues for FY16-17 are projected at $537.7 million. The General Fund revenues are the
largest source at $210.5 million. These revenues are primarily used for general government
operations. Key General Fund revenues are sales taxes (5103.4 million), property taxes ($5.6
million), and State Shared Revenues ($61.3 million). Staff continues to track the national, state,
and local economies, and closely monitors economic trends and their potential impacts on the
city.

Enterprise Funds revenues are the next largest revenue source at $131.9 million. These
revenues are mainly from user fees and charges for services such as water and sewer, solid
waste and landfill. No rate increases are planned for FY16-17; however, city staff will continue
to monitor the financial viability of these enterprise funds to ensure adequate fund balances
are maintained.

Operating Budget Highlights
The total FY16-17 Operating Budget is $391.0 million which is a 1.83% increase over the FY15-
16 Operating Budget of $383.9 million. A few of the highlights of the proposed budget include:

e No Primary Property Tax Increase on existing property

e Funding vehicle replacements

e Implementing compensation and classification study recommendations

e Adding two low acuity units to the Fire Department

e Significantly enhancing the pavement management program

e Adding Community Service Officers in the Police Department

e Adding staffing in the Planning Department

e Improving Diversity and Employee Recognition programs

e Supplying the staffing needed to better leverage technology

e Improving contract compliance through the addition of a Program Manager position

A total of 29 new full-time equivalent positions (FTE’s) have been added to the FY16-17
operating budget to address key priorities:

» Productivity and Innovation - 3 Positions

» Public Safety Service Levels — 14.75 Positions
» Service Level Enhancements — 6.25 Positions
» Efficiencies — 5 Positions

The largest operating budget in the General Fund is for public safety, with expenditures totaling
$127.3 million, or 65%. The next largest share of General Fund expenses is Non-Departmental
at $17.8 million. The Non-Departmental budget includes appropriation for items which are not
specific to a particular department or program. Examples include arena management fees, a
one-time NHL payment, and various development agreement and sales tax rebate payments.
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Transfers out include a maintenance of effort payment of just over $1.0 million to the
Enterprise Funds as directed by the Council. Total General Fund appropriations also include
$5.0 million in contingency, which can be used for unforeseen expenditures or unexpected
revenue shortfalls which may occur during the budget year.

Capital Improvement Program (CIP)

The city’s investment in infrastructure and capital planning continues to enhance economic
development and quality of life for our citizens. Significant streets and pavement maintenance
projects are a top priority for the city council. The 2017-2026 Capital Improvement Plan (CIP)
total is slightly under $1.0 billion. The first five years of the ten-year plan are fully funded with
available or anticipated revenues. The last five years of the plan will be evaluated and funded as
sources become available. The capital improvement plan is re-evaluated and updated each
fiscal year. Only the first year of the plan was appropriated by the Council when the FY16-17
budget was adopted. The FY16-17 CIP totals $194.4 million. Notable projects in the first year of
the CIP include:

e Public Safety Equipment (Heart Monitors and Turnout Gear) of $1.6 million

e Pavement Management of $25.4 million ($20.8 million in HURF funding and $4.6 million
in Transportation funding)

e Plant Improvements at the Pyramid Peak Water Treatment Plant of $10.5 million

e Improvements at the Arrowhead Water Reclamation Facility of $25.4 million

e Landfill equipment replacements of $667,000

Conclusion

The Council’s ability to make sound, financial decisions and provide guidance on prudent long-
range planning are key factors in ensuring the city’s fiscal health. Overall positive economic
trends, particularly for excise taxes, improved financial flexibility; and prudent budget
management were reasons cited in the January 2016 and March 2016 bond rating upgrades
form Moody’s Investor Services and Standard & Poor’s Rating Services, respectively.

| sincerely appreciate the diligent efforts of many people including the Budget and Finance
staff, city department directors, and many more staff members whose efforts culminated in the
planning and development of the FY16-17 budget.

The Mayor and City Council deserve special acknowledgment and appreciation for the many
hours they dedicated to providing input on budget priorities, reviewing and discussing the
operating and capital budgets, and for their leadership on critical issues.

Sincerely,

%m,ﬁf’#
Kevin R. Phelps
City Manager
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FIVE-YEAR FINANCIAL FORECAST

Introduction

Glendale’s annual and long range budgeting process is shaped and guided by the two key
foundation documents contained within the Annual Budget. They are the City of Glendale’s
Five-Year Financial Forecast and Financial Policies. Together these documents help the City
Council ensure financial stability beyond the immediate budget year and adequate economic
resources to provide essential services and maintain Glendale’s quality of life in future years.

The Five-Year Financial Forecast provides a perspective on the financial condition of the City’s
General Fund and other appropriated funds as deemed necessary. For the FY16-17 budget
process, five year forecasts were prepared for the General Fund; the Highway User Revenue
(HURF), Transportation Sales Tax, Police Sales Tax, and Fire Sales Tax Special Revenue Funds;
and the Sanitation, Landfill, and Water & Sewer Enterprise Funds. These forecasts are prepared
at the beginning of the annual budget process and provide a long-range context for staff and
the City Council to make budgetary decisions for the upcoming fiscal year.

The FY16-17 forecasts were utilized to examine the revenue and expenditure structures for the
five year period of FY16-17 through FY20-21. These models include forecasted fund balance
information. The context of this year’s forecast centered on balancing the General Fund sources
and uses, while continuing to maintain adequate fund balances. The overall financial goal was
to maintain or improve service levels, where necessary, while increasing or preserving the level
of fund reserves.

The FY16-17 budgets were formulated using these forecasts as a starting point. As such, the
forecast provides the long-term context used as the foundation for budget development and
serves to provide a prospective look at the future impacts of current year budget choices.

The City Forecast

The Five-Year Financial Forecast is guided by City Council’s continued vision and supports the
City’s strategic goals and key objectives. Best practice recommends financial forecasts be
updated each year to adjust for changes in national and local economic conditions and trends,
changes in Council priorities and policies, and other variables that might affect the city’s ability
to provide needed services and maintain its financial integrity in future years. Consequently,
the forecast identifies the direction in which the city is headed based on information known at
the time it is updated for the annual budget document.

Forecasting is one of the most powerful tools available to help make informed decisions and
guide budgetary decisions, based on the information currently available. By evaluating
important trends and economic conditions and including them in financial forecasts, the City is
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better able to gauge its ability to provide essential services over an extended period of time and
make decisions affecting the long term financial stability of the City.

Long Range Forecasting Models

Forecasting models are refined each year before the city’s annual budgeting process begins.
Similar forecasts and rate setting models are used for the enterprise funds. These models are
used to calculate the likely financial effects of changing internal and external conditions on the
city’s fund balances over a five-year period.

Forecasting used in this report refers to estimating future values of revenue and expenditures.
It provides an estimate of how much revenue will be available and what are the resources
required to meet current service levels over the forecast period, along with an understanding of
how the total financial program will be affected by economic factors. The value of forecasting
lies in estimating and whether or not, given assumptions about local financial policies and
economic trends, the City will have sufficient resources to meet the requirements of ongoing,
planned, or mandated programs. Forecasting provides an estimate of the financial flexibility of
the City, as well as insight into tax, revenue, and service options the Council must address.

The forecasting methodology reflects a combination of internal analysis covering such factors
as development activity, retail sales, state and local economies, and inflation. Specifically, for
revenue forecasts, past revenues are analyzed and used to model future revenues based on the
prior year patterns and anticipated trends. External sources such as the State Finance Advisory

28



ANNUAL BUDGET FINANCIAL GUIDELINES
Fiscal Year 2016-2017 Five-Year Financial Forecast

Committee (FAC), the Economic & Business Research Program at the University of Arizona, JP
Morgan Chase Economy Outlook Center, and the L. William Seidman Research Institute at
Arizona State University, have been used to provide forecast assumptions of major state
revenue sources. Typically, these forecasts cover the state as a whole. Therefore, adjustments,
to reflect unique conditions in Glendale, are sometimes necessary.

Expenditure growth is most closely linked to three major factors in the models: 1) growth in the
components of personnel costs, 2) inflation in non-personnel costs (including general inflation,
fuel and utility inflation) and 3) City financial policies related to new programs and/or the
expansion of existing programs as well as including new operational and debt service funding
associated with Capital Improvements Program projects.

Glendale’s forecasting models enable staff to provide the City Council and management with
the results of “what-if” scenarios. These revenue and cost scenarios help generate estimates
with likely short-term and long-term financial consequences and a calculation of overall fund
balances.

Balanced Budget and Fund Balance Requirement

Arizona state law and Glendale city financial policies require that each annual city budget be a
balanced budget. A balanced budget means total financial resources available cannot exceed
the budgeted period’s expenditures. The adopted FY16-17 budget complies with the balanced
budget requirement in all City funds.

City policy states that the minimum unrestricted (the total amount of the committed, assigned,
and unassigned) fund balance in the General Fund shall total 25% of projected annual ongoing
revenues. Inclusive in the 25% General Fund unrestricted fund balance; an assigned Budget
Stabilization Reserve will be maintained at 10% of the General Fund operating revenues to be
used in the event of unexpected revenue shortfalls if needed, and to be adjusted at year end.
Also, inclusive in the 25% General Fund unrestricted fund balance, an assigned Operating
Reserve will begin to be established in FY14-15 for amounts over the General Fund Budget
Stabilization Reserve and will increase incrementally each year until it reaches at least 15% of
the General Fund operating revenues by FY19-20, which is the ensuing five fiscal years. Finally,
the policy states that the City Manager may establish additional assigned fund balance reserves
for certain anticipated obligations or other purposes.

It is important to note that projected operating reserves and contingency appropriations can be
adjusted during the budget process due to the financial situation in each of the funds.

Expenditure Assumptions

In order to develop a comprehensive Five-Year Financial Forecast, assumptions must be made
about a number of complex and often uncontrollable cost and revenue variables. These
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assumptions include, but are not limited to, the present and future condition of the economy,
population growth rates and changes in federal, state and local policies that may affect
municipal operations. In addition, the ongoing costs of prior commitments to provide services,
and the ongoing costs for new capital facilities under construction, must be considered.

The quality and reliability of the long-range forecast are largely dependent upon the accuracy of
the cost and revenue assumptions used in the forecast. This section and the following section
provide explanations of the key assumptions employed in the current forecasting model, as
well as the key issues that underlie the forecast.

Inflation Rates

Inflation has a major impact on all city revenues and expenditures. Salaries, supplies,
equipment and contracted services are all subject to inflationary pressures. Therefore, the
cumulative effects of general inflation are considered in the forecasting process.

Because good historical data is available, and the Western Region Consumer Price Index for
Urban Users (CPI-U) is adjusted for regional influences, the forecast model relies on this source
of inflation data. The CPI-U assesses consumer patterns by judging the cost of a theoretical
“market basket” of goods using a specific base year and comparing it with future years. In terms
of real purchasing power, $103.60 in goods purchased in 1984 would cost approximately
$235.80in 2013.

The following table shows the historical percentage increase in the CPI-U since 1984 as
reported by the U.S. Department of Labor, Bureau of Labor Statistics.

CPI - Urban Users (Western Region)

Year Index |% Increase Year Index |% Increase Year Index |% Increase
1984 103.6 | Base Year 1996 1576 | 2.67% 2008 219.6 | 3.49%
1985 108.0 | 4.25% 1997 161.4 | 2.41% 2009 218.8 | -0.36%
1986 1105 2.31% 1998 164.4 | 1.86% 2010 221.2 | 1.10%
1987 114.3 3.44% 1999 168.9 2.74% 2011 227.5 2.85%
1988 119.0 4.11% 2000 174.8 3.49% 2012 232.4 2.15%
1989 1246 | 4.71% 2001 181.2 | 3.66% 2013 2358 | 1.46%
1990 1315 554% 2002 1847 1.93% 2014 2389 | 1.30%
1991 137.3 | 4.41% 2003 188.6 | 2.11% 2015* 241.2 | 1.00%
1992 142.0 3.42% 2004 193.0 2.33% 1985 - 2014 Avg 2.83%
1993 146.2 | 2.96% 2005 198.9 | 3.06% 2005 - 2014 Avg 2.16%
1994 1496 | 2.33% 2006 205.7 | 3.42% 2010 - 2014 Avg L77%
1995 1535 | 2.61% 2007 2122 | 3.16% * 2015 = Jan to May Average
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The annual inflation rate has averaged 2.83% since 1984. The ten-year period inflation rate
averaged 2.16% and the five-year inflation rate averaged 1.77%. Inflationary assumptions used
in the Five-Year Financial Forecasts for non-personnel costs were approximately 2.0%.

Population Changes

Arizona experienced rapid population growth over the past two decades. Glendale’s population
was no exception as it almost doubled over 20 years, from 117,348 residents in 1984, to
approximately 229,501 residents in 2004—a 96% increase. Population growth leveled off from
the high growth experienced in the 1990s and the early years of the current decade. The 2016
most current population figure is 240,126.

The following table shows the historical and projected population growth and percentage
increases for years 1984 through 2019, measured as of the beginning of the fiscal year. The
data included in the table was supplied by the Community & Economic Development

Department.
City of Glendale Population at Start of Fiscal Year
Year Population | % Increase Year Population | % Increase
1984 117,348 4.49% 2002 225,206 0.65%
2 1985 122,392 4.30% 2003 227,712 1.11%
1986 127.486 4.16% 2004 229,501 0.79%
1987 132,581 4.00% e 2005 231,126 0.71%
1988 137,675 3.84% 2006 230,455 -0.29%
1989 142,769 3.70% 2007 230,643 0.08%
b 1990 148.134 3.76% 2008 230,658 0.01%
1991 151,558 231% 2009 229241 -0.61%
1992 155,916 2.88% f 2010 226,721 -1.10%
1993 161,688 3.70% 2011 227416 0.31%
1994 168.874 4 44% 2012 229008 0.70%
c 1995 182615 8.14% g 2013 232035 1.32%
1996 186,500 2.13% 2014 234,632 1.12%
1997 191,612 2.74% g 2015 237,474 1.21%
1998 196,820 2.72% g 2016 240,126 1.12%
1999 208,095 5.73% 2017* 242,527 1%
4 2000 219,705 5.58% 2018* 244,953 1%
2001 223,748 1.84% 2019* 247,402 1%
Notes:
a2 1985 Special Census e 2003 3pecial Census (September 1)
b 1990 Census £ 2010 Census
c 1995 Special Census - includes Luke AFB g US Census Bureas - State & County Quick Facts
d 2000 Cansus

# Projected Population Figures

All population counts and estimates from 1995 forward include Luke AFB
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Salaries and wages

The largest component of cost in the major operating funds which provide services to the public
is personnel costs. These costs primarily consist of the cost of salaries and wages, health
insurance, and retirement contributions.

The forecasting models are programmed to include pay range adjustments for city employees.
However, Council must specifically approve merit and/or pay range adjustments for non-step
plan employees for the upcoming fiscal year as part of the budget development process.
Increases are also based on the city’s ability to pay in any given year. The FY16-17 five-year
forecasted salary and benefit projections for non-represented employees assumed an average
annual increase of 2% in order for staffing to remain competitive with other comparable cities.

Salary and benefit projections for represented police and fire personnel are consistent with the
current memoranda of understanding. Salary increases for represented employees are based
on a step plan and the forecast assumes normal progression of represented employees through
the steps.

Employee Benefits

Employee benefit costs primarily consist of health insurance. Despite relatively modest health
insurance increases over the past couple of years, the City’s medical, dental, and vision
insurance costs were forecasted to increase in excess of inflation estimates throughout the
forecast period. The significant cost of health insurance to the total operating budget, the
unknown impact of recent federal legislation, and the potential for significant cost increases
require the City to monitor this item closely. This forecast assumed annual increases in health
insurance costs averaging 8%.

Retirement Contributions

City of Glendale employees contribute to two public retirement plans: the Arizona State
Retirement System (ASRS) and the Public Safety Personnel Retirement System (PSPRS) which
includes covered police, fire, and elected officials. The annual employer’s portion of the
contribution rates differ by retirement system. With the financial conditions of the retirement
plans, especially the PSPRS plans, it is anticipated the contributions to the plans will increase
through the forecast period. The rates, as a percentage of earnings, used in the forecast for
FY16-17 through FY20-21 were estimated as follows.

FY16-17 FY17-18 FY18-19 FY19-20 FY20-21

Arizona State Retirement System 11.66%| 11.72%| 11.77%| 11.77%| 11.77%
Public Safety Retirement - Police 36.19%| 36.48%| 36.77%| 36.77%| 36.77%
Public Safety Retirement - Fire 31.70%| 31.96%| 32.21%| 32.21%| 32.21%
Elected Officials Retirement System 23.50%| 23.50%| 23.50%| 23.50%| 23.50%
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Vehicle/Technology Replacement Funds

These replacement funds were designed to allow the city to replace outdated or worn out
equipment at regular intervals. The Public Works and the Finance and Technology Departments
administer the vehicle and technology replacement programs, respectively.

Ongoing contributions to the technology fund are assumed throughout the five-year forecast
period. Other measures that have been implemented regarding the replacement funds include
the following:

e Non-public safety equipment will have their useful lives extended where appropriate
until full contribution levels can be built back into the budget.

e A city-wide motor pool was developed that required departments with vehicles that had
low mileage or utilization to be returned for city-wide use on a first come, first served,
sign-in and sign-out basis.

e The technology replacement fund will only replace computers and/or monitors when
they break or malfunction. Computers and monitors are no longer replaced
automatically.

Debt Service Obligations

The forecast includes no additional debt financed projects will be supported by the General
Fund. The current Municipal Property Corporation (MPC) debt service supported the previously
financed regional public safety training facility, infrastructure improvements for the Zanjero
development, and the new convention center/media center/parking garage facilities at the
Westgate development. In FY12-13, the Camelback Ranch spring training facility was refinanced
from PFC (Public Facilities Corporation) debt into MPC debt. The total General Fund financed
debt service ranges from $26.2 to $34.6 million throughout the five-year forecast period.

GF Revenue Forecast

Foll . th ild . General Fund
oliowing € mila recession S b Summary of Major Revenue Sources

in 2001 to 2002, both the — | Forgcast |
local and state economies _ -
expanded for the next several Rt - -
years. The Phoenix
metropolitan area was a
national leader in population 100000
and job growth.

$150,000

]

$50,000

Beginning in FY08-09, a s
significant economic

recession began to impact
sales tax and other City revenues. National conditions deteriorated rapidly during the summer

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

WCitySales Tax i State-Shared Revenue  w All Other Revenue W Primary Propert Tax

33



ANNUAL BUDGET
Fiscal Year 2016-2017

and fall of 2008 and continued into 2009 as the credit markets froze for consumers and
businesses resulting in a decline in business investment and consumer spending and growth in
unemployment. Although the economy started showing signs of recovery in 2012, most
economists predict slow recovery for the foreseeable future.

In order to maintain service levels address the financial challenges, and create financial stability
the City Council increased the City’s sales tax rate by .7% beginning in August 2012.

Approximately 80% of the General Fund’s total revenue is comprised of City Sales Tax and State
Shared Revenue. The following graph illustrates the relative importance of these revenues in
comparison to the overall General Fund revenue base. Other General Fund revenue sources
include various fees such as municipal court fees; user fees and charges for city services like
building inspections, plan reviews, and recreation classes; interest income, city property rental
income, staff/admin charge-backs and other miscellaneous revenue. Primary Property Tax
revenue represents approximately 3% of total General Fund Revenue.

City Sales Tax

City sales tax revenue is highly elastic and varies directly with the economic conditions. During
times of economic expansion, tax revenues increase, primarily due to higher levels of consumer
spending. During an economic downturn, the opposite is true and tax revenue levels decline.
City sales tax
receipts
comprise
approximately 5100000

|

47.4% of the
city’s General 590,000
Fund revenue
through FY20- $60,000
21.

$40,000
City sales tax
collections e [
remained

o | _ : : : : S N A S . -
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from FY09-10

through FY11-12. Beginning in August 2012, the 0.7% sales tax increase generated
approximately $22 million in FY12-13 representing eleven months in the fiscal year. Taxable
sales estimates assume growth of 3.5% in FY16-17 and average approximately 2.3% thereafter.
This expectation is based on the continued expansion of Glendale’s sports, entertainment,
office and retail destination area, continued attraction of diverse job growth industries to the
city, and modest but sustainable economic recovery.

General Fund - City Sales Tax

ST Forecast |

State-Shared Revenue
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Cities and towns in Arizona are beneficiaries of a state-shared revenue program that distributes
state sales, income, and vehicle license taxes (commonly referred to as “State Shared
Revenues”). This category represents 29%, or $61.5 million of estimated operating revenue in
FY16-17.

The forecast assumes an
overall percentage of State-
Shared revenue averaging
30.6% through FY20-21.
The forecast for each State-
Shared revenue source is
developed separately and
compared to the state’s
forecast for these revenue
sources. The forecast
assumes continued state
sales tax revenue growth
consistent with projections
from the State Finance
Advisory Committee. State-Shared revenue is also dependent upon state law. It is impossible to
predict the actions of future legislatures, and therefore, the forecast assumes there will be no
changes in future state shared revenue formulae. The average annual growth rate for State-
Shared Revenue is projected to be between 3% and 4% during the five-year forecast period.

151 thossends] State-Shared Revenue Summary
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Arizona’s property tax levy consists of
two tiers. The primary property tax
levy has state-mandated maximum
limits, but it can be used by a city for
any lawful purpose. The primary
property tax revenue is included in the
City’s General Fund. The secondary
property tax is an unlimited levy but it
can be used only to pay the principal,
interest and redemption charges on
bonded indebtedness or other lawful
long-term obligations that are issued
or incurred for a specific capital
purpose.

Primary property tax is a relatively small revenue source for the General Fund as it is only 3% of
the total General Fund revenue, or approximately $5.6 million forecasted for FY16-17. The city’s
property tax revenue projection is based on the state-mandated levy limits and increases are
estimated at 2% per year. The City’s financial policies indicate the primary property tax levy will
be set each year at the maximum allowable amount.

The sharp increase in primary property tax revenue in FY13-14 is the direct result of raising the
primary property tax to the maximum state allowable limit which the city had deferred for
several years. As a result, the increase in FY13-14 equated to a 121% increase in the levy as
described in the previous paragraph.

(S in thousands) Primary Property Tax Revenue
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Other Revenue

This category covers a variety of city fees and charges for city services such as building permits,
right-of-way permits, construction plan check reviews, barricade fees, business and sales tax
licenses, liquor licenses, fire inspection fees, park and recreation fees, court fees and fines,
library fees and fines, and fees related to planning and zoning issues. This category also includes
revenues from cable, gas and electric franchise fees, income from the rental of city facilities,
cemetery services, interest income, and other miscellaneous revenues.

This revenue also includes general staff and administrative service charges. Departments whose
operations are supported by the General Fund, such as the Budget and Finance Department,
Human Resources, City Attorney and Facilities Management Division of the Public Works
Departments, provide services to the city’s water/sewer, sanitation and landfill enterprise funds
as well as the self-supporting Transportation Fund (supported by the transportation sales tax).
These are services that the other funds operations would have to pay outside contractors to
provide if city departments did not provide them. Consequently, each of the identified
operations is required to pay its fair share of the cost for these services, which are called
general staff and administrative service charges.

The Budget and Finance Department established these charges based on an indirect cost
allocation model that uses various accepted allocation methods. The charges are applied to the
other fund’s operating budgets in equal amounts (i.e. 1/12) each month. The total general staff
and administrative service charges for FY16-17 were forecasted at $9.7 million or about 70% of
the other revenue category which is projected to total $13.9 million in FY16-17. The other
revenue category is forecasted to grow by approximately 1% each year through the remainder
of the forecast period.

GENERAL FUND REVENUES & EXPENDITURES

- The final step in completing the Five-Year Forecast is the
comparison of the net effects of the projected revenues and
expenses on General Fund balances. The Five-Year Financial
Forecast demonstrated that the annual structural deficit
identified ongoing operating revenues were sufficient to cover
ongoing expenditures. The ongoing operating expenditures
assumed continuation of all major services, continuation of
current obligations, moderate revenue growth, controlling
operating costs, and achieving savings from an M.P.C. Tax
Bond refunding. The forecast also assumed absorbing
significant costs increases in employee benefits such as health
care and mandatory retirement contributions. The detailed
General Fund Five-Year Financial Forecast, as presented on
December 8, 2015 follows:
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General Fund - Five-Year Financial Forecast
FY16-17 Through FY20-21 with FY15-16 Comparative Data

FY15-16 Forecast
Budget | Revised FY16-17 FY17-18 | FY1819 | Fv19-20 FY20-21
Operating Revenue
Local Taxes
City Sales Tax 98,695,608 98,695,608 102,149,955 105,214,454 108,370,888 110,538,306 111,643,689
Sales Tax Reduction - - - - - - -
Primary Property Tax 5,529,832 5,529,832 5,640,480 5,753,290 5,868,356 5,985,723 6,105,437
Total Local Taxes 104,225,490 104,225,490 107,790,435 110,967,744 114,239,244 116,524,029 117,749,126
Intergovernmental
State Shared Revenue 57,917,280 57,917,280 60,125,675 62,530,702 65,031,930 67,390,741 69,586,889
Other Intergovernmental - - 1,428,000 1,456,560 1,485,691 1,515,405 1,545,713
Total Intergovernmental 57,917,280 57,917,280 61,553,675 63,987,262 66,517,621 68,906,146 71,132,602
Fees, Licenses, Permits, & Arena Fees
Fees, Licenses, & Permits 19,670,394 19,670,394 20,231,509 20,499,596 20,771,749 21,048,034 21,328,513
Arena Fees 7,056,276 2,202,446 2,202,446 2,224,470 2,246,715 2,269,182 2,291,874
Total Fees, Licenses & Permits 26,726,670 21,872,840 22,433,955 22,724,066 23,018,464 23,317,216 23,620,387
Other & Miscellaneous
Other Revenues 3,777,551 3,777,551 3,812,543 3,847,885 3,883,581 3,919,634 3,956,047
Staff Admin. Chargeback Revenue 9,700,000 9,700,000 9,700,000 9,700,000 9,700,000 9,700,000 9,700,000
Interest Income 396,080 396,080 400,041 404,041 408,081 412,162 416,284
Total Other & Miscellaneous 13,873,631 13,873,631 13,912,584 13,951,926 13,991,662 14,031,796 14,072,331
Total Operating Revenue 202,743,071 197,889,241 205,690,649 211,630,998 217,766,991 222,779,187 226,574,446
Expenditures & Other Financing Sources/Uses
Expenditures
Wages and Salaries (82,721,480)  (82,721,480) (86,787,855)  (91,797,585)  (93,999,063)  (96,686,818)  (98,666,705)
Overtime (5,558,298) (5,558,298) (6,617,298) (5,558,298) (5,558,298) (5,558,298) (5,558,298)
Benefits (42,869,823)  (42,869,823) (43,814,136)  (44,690,419)  (45,584,227)  (46,495,912)  (47,425,830)
Supplies and Contracts (27,014,171)  (27,964,677) (24,424,188) (24,912,671) (25,410,925) (25,919,143) (26,437,526)
Utilities (4,571,797) (4,571,797) (4,663,233) (4,756,498) (4,851,628) (4,948,660) (5,047,633)
Vehicle Maintenance & Fuel (3,262,184)  (3,262,184) (3,327,428)  (3,393,976)  (3,461,856)  (3,531,093)  (3,601,715)
Vehicles, Technology, Risk Mgt., Workers' Comp. (4,547,792)  (4,547,792) (4,638,748)  (4,731,523)  (4,826,153)  (4,922,676)  (5,021,130)
Vehicle Replacement (2,000,000) (3,000,000) (3,000,000) (3,000,000) (3,000,000)
Information Technology (8,518,428) (8,518,428) (5,014,919) (6,888,161) (5,625,925) (5,738,443) (5,853,212)
Capital Outlay (1,871,752)  (1,871,752) (2,871,752)  (4,371,752)  (4,371,752)  (1,871,752)  (1,871,752)
Arena Management Fee/Capital (15,000,000) " (6,500,000) (6,500,000)  (6,500,000)  (6,500,000)  (6,500,000)  (6,500,000)
NHL Management Fee - - (5,000,000) - - - -
Camelback Ranch - Phoenix IGA (668,646) (668,646) (668,646) (668,646) - (1,086,822) -
Lease Payments (50,124) (50,124) - - - - -
Total Expenditures (196,654,495) (189,105,001)  (196,328,203) (201,269,529) (203,189,827) (206,259,617) (208,983,801)
Other Financing Sources/Uses
Transfers In
Special Revenue - PSST Police 16,305,055 16,305,055 16,986,459 17,469,053 17,966,125 18,307,448 18,481,522
Special Revenue - PSST Fire 7,839,390 7,839,390 8,200,273 8,443,281 8,693,579 8,865,451 9,853,106
Total Transfers In 24,144,445 24,144,445 25,186,732 25,912,334 26,659,704 27,172,899 28,334,628
Transfers Out
Special Revenue - Transportation (900,000) (900,000) (900,000) (900,000) (900,000) (900,000) (900,000)
Special Revenue - Other (429,152) (429,152) (534,299) (534,299) (534,299) (534,299) (534,299)
Maint. of Effort Enterprise Funds (600,000) (600,000) (1,013,088) (1,299,985) (1,392,615) (1,416,738) (1,431,603)
Debt Service - MPC (19,887,862)  (19,887,862) (26,441,479)  (27,255,612)  (33,551,987) (34,651,970)  (36,581,364)
Total Transfers Out (21,817,014)  (21,817,014) (28,888,866)  (29,989,896)  (36,378,901)  (37,503,007) (39,447,266)
Total Expenditures & Other Financing Sources/Uses (194,327,064) (186,777,570)  (200,030,337) (205,347,091) (212,909,024) (216,589,725) (220,096,439)
Total Surplus/(Deficit) Before Contingency 8,416,007 11,111,671 5,660,312 6,283,907 4,857,967 6,189,462 6,478,007
Contingency (5,000,000) (4,049,494) (5,000,000) (5,000,000) (5,000,000) (5,000,000) (5,000,000)
Total Surplus/(Deficit) After Contingency 3,416,007 7,062,177 660,312 1,283,907 (142,033) 1,189,462 1,478,007
Beginning Fund Balance - With Contingency 33,409,000 33,409,000 40,471,177 41,131,489 42,415,397 42,273,364 43,462,826
Ending Fund Balance - With Contingency 36,825,007 40,471,177 41,131,489 42,415,397 42,273,364 43,462,826 44,940,833
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Other Major Funds

Five-year forecasts for the other major funds were also presented to the Council on December
15, 2015 and used as a basis to set the FY16-17 budget for the respective funds. The five-year
forecasts include the following funds: Highway User Revenue Fund (HURF), Transportation Sales
Tax, Police Sales Tax, Fire Sales Tax Special Revenue Funds; and the , Sanitation, Landfill and
Water & Sewer Enterprise Funds. These forecasts were prepared using the same tools and
methods described in detail in the preceding General Fund five-year forecast section.
Therefore, this section will only include a brief overview of each major fund with the five-year
forecast pictured in the same format as was used in the preceding General Fund section.

Highway User Revenue Fund (HURF)

The anticipated rate of revenue growth is estimated at approximately 1% annually. Revenue
estimates are provided by the League of Arizona Cities and Towns each March. Substantial
expenditures forecasted over the next five years include major street improvements totaling
$35 million. Financing opportunities for these capital improvement projects would include
HURF revenue bonds or pay-as-you go cash financing. The forecast incorporated a five-year
maintenance plan as presented to Council in April of 2016. The fund is considered healthy;
however, care must be taken to ensure financial stability of the fund.

Highway User Revenue Funds - Five-Year Financial Forecast
FY16-17 Through FY20-21 with FY15-16 Comparative Date

FY15-16 Forecast
Budget |  RevEst FY16-17 | FY17-18 | FY18-19 | FY19-20 FY20-21
Revenue & Other Financing Sources
HURF Revenue 14,147,499 14,147,499 14,288,974 14,431,864 14,576,183 14,721,945 14,869,164
Ins. Reimb 21,620 21,620 21,836 22,054 22,275 22,498 22,723
Transfers In 1,000,000 1,000,000 - - - - -
Total Revenue & Other Financing Sources 15,169,119 15,169,119 14,310,810 14,453,918 14,598,458 14,744,443 14,891,887
Expenditures & Other Financing Uses
Wages and Salaries (2,954,259) (2,954,259) (3,028,115) (3,103,818)  (3,181,414)  (3,260,949) (3,342,473)
Overtime (56,935) (56,935) (58,358) (59,817) (61,313) (62,846) (64,417)
Benefits (419,019) (419,019) (452,541) (484,218) (503,587) (523,731) (544,680)
Supplies and Contracts (2,749,167) (2,749,167) (2,776,659) (2,776,659) (2,804,425) (2,832,470) (2,860,794)
Utilities (2,581,210) (2,581,210) (2,632,834) (2,685,491) (2,739,201) (2,793,985) (2,849,864)
Vehicle Maintenance & Fuel (303,002) (303,002) (309,062) (315,243) (321,548) (327,979) (334,539)
Vehicles, Technology, Risk Mgt., Workers' Comp. (294,044) (294,044) (484,492) (499,027) (513,998) (529,418) (545,300)
Capital Outlay (20,654,378)  (12,000,000) (7,000,000) (7,000,000)  (7,000,000) (7,000,000 (7,000,000)
Debt Service - Principal (1,895,000) (1,895,000) - - - - -
Debt Service - Interest & Fiscal Agent Fees (80,800) (80,800)
Total Expenditures & Other Financing Uses (31,987,814)  (23,333,436) (16,742,062)  (16,924,274) (17,125,486)  (17,331,377) (17,542,067)
Total Income (Loss) (16,818,695) (8,164,317) (2,431,252) (2,470,356)  (2,527,028)  (2,586,934) (2,650,180)
Contingency (650,000) (650,000) (720,000) (720,000) (730,000) (740,000) (740,000)
Total Income/(Loss) w/ Contingency (17,468,695) (8,814,317) (3,151,252) (3,190,356)  (3,257,028)  (3,326,934) (3,390,180)
Beginning Fund Balance - With Contingency 23,741,632 23,741,632 14,927,315 11,776,063 8,585,707 5,328,680 2,001,746
Ending Fund Balance - With Contingency 6,272,937 14,927,315 11,776,063 8,585,707 5,328,680 2,001,746 (1,388,434)
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Transportation Sales Tax

The Transportation Sales Tax funds began FY15-16 with an estimated $14.7 million fund
balance. Despite the fact that the FY15-16 capital outlay was budgeted and forecasted to be
$24.6 million, the estimated June 30, 2016 fund balance was updated to be $35.4 million. This
was primarily due to lower than anticipated spending on planned capital projects which were
delayed or deferred into subsequent years. Operating expenditures were forecasted at $13.6
million in FY16-17 with ongoing inflationary adjustments planned throughout the forecast
period. The debt service payments are forecasted at approximately $7.3 million annually for the

forecast period.

Transportation Sales Tax Funds - Five-Year Financial Forecast
FY16-17 Through FY20-21 with FY15-16 Comparative Date

FY15-16 Forecast
Budget Rev Est FY16-17 | FY17-18 | FY18-19 FY19-20 | FY20-21
Revenue & Other Financing Sources
City Sales Tax 24,206,223 24,206,223 25,053,441 25,805,044 26,579,195 27,110,779 27,381,887
Transit Revenue 124,000 124,000 124,000 124,000 124,000 124,000 124,000
Interest 140,000 140,000 140,000 140,000 140,000 140,000 140,000
Transfers In 900,000 900,000 900,000 900,000 900,000 900,000 900,000
Total Revenue & Other Financing Sources 25,370,223 25,370,223 26,217,441 26,969,044 27,743,195 28,274,779 28,545,887
Expenditures & Other Financing Uses
Wages and Salaries (2,625,237)  (2,625,237) (2,690,868) (2,758,140)  (2,827,093) (2,897,770) (2,970,215)
Overtime (40,250) (40,250) (40,250) (40,250) (40,250) (40,250) (40,250)
Benefits (1,082,882) (1,082,882) (1,169,513) (1,251,378)  (1,301,434) (1,353,491) (1,407,631)
Supplies and Contracts (6,786,688)  (6,786,688) (6,922,422) (7,060,870)  (7,202,088) (7,346,129) (7,493,052)
Utilities (192,097) (192,097) (195,939) (199,858) (203,855) (207,932) (212,091)
Vehicle Maintenance & Fuel (648,515) (648,515) (661,485) (674,715) (688,209) (701,973) (716,013)
Vehicles, Technology, Risk Mgt., Workers' Comp. (1,637,466)  (1,637,466) (1,887,518) (1,925,269)  (1,963,774) (2,003,050) (2,043,111)
Capital Outlay (24,647,442)  (9,195,900) (15,151,862) (4,690,125)  (5,634,390) (4,942,520) (11,577,805)
Debt Service - Principal (7,147,999)  (7,147,999) (3,380,000) (3,550,000)  (3,730,000) (3,915,000) (4,070,000)
Debt Service - Interest & Fiscal Agent Fees - - (3,946,081) (3,777,081)  (3,599,581) (3,413,081) (3,256,481)
Transfers Out (1,000,000)  (1,000,000) - - - - -
Total Expenditures & Other Financing Uses (45,808,576) (30,357,034) (36,045,938)  (25,927,686) (27,190,674) (26,821,197) (33,786,647)
Total Income (Loss) (20,438,353)  (4,986,811) (9,828,497) 1,041,358 552,521 1,453,582 (5,240,760)
Contingency (2,100,000) (1,300,000)  (1,300,000) (1,300,000) (1,300,000)
Total Income/(Loss) w/ Contingency (20,438,353)  (4,986,811) (11,928,497) (258,642) (747,479) 153,582 (6,540,760)
Beginning Fund Balance - With Contingency 35,183,235 35,183,235 30,196,424 18,267,927 18,009,285 17,261,807 17,415,389
Ending Fund Balance - With Contingency 14,744,882 30,196,424 18,267,927 18,009,285 17,261,807 17,415,389 10,874,629
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Public Safety Sales Tax (Police & Fire)

In 1994, Glendale voters passed a citizens’ initiative that increased the local sales tax rate by
0.1% to enhance police and fire personnel and related equipment. In September 2007, Glendale
voters passed a separate initiative that increased the local sales tax rate by another 0.4%,
bringing the total public safety sales tax rate to 0.5%, effective November 1, 2007. Both taxes
specified that two-thirds of the revenue would go to police operations (Police Special Revenue
Fund) and one-third to fire operations (Fire Special Revenue Fund). The original tax (0.1%)
included all grocery related food sales but the new tax (0.4%) excludes all grocery related food
sales. Both taxes specifically prohibit supplanting existing General Fund budgets with the Public
Safety Sales Tax revenue. The two funds are presented separately.

Prior to FY14-15, all expenditures related to enhanced public safety services, as defined through
the previous ballot initiatives, were tracked within specific Police and Fire dedicated sales tax
funds. In FY14-15, a new costing methodology was implemented to simplify the annual budget
process and ensure accounting for public safety sales tax related expenditures is consistent
with the initiative. An annual transfer from the Public Safety Sales Tax (PSST) funds to the
general fund now provides direct reimbursement for the cost of the enhanced levels of service
as approved by the voter initiatives.

The Police and Fire Special Revenue Funds assumes sales tax revenue growth at the same pace
as the General Fund sales tax over the five-year forecast period as well as nominal inflation of
the cost of expenditures and maintenance of current contractual obligations.
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Sanitation Enterprise Fund

This fund supports refuse collection and disposal services to homes and businesses in the city.
Over the five-year forecast period, revenues are expected to remain stable with no assumed
rate increases. It is important to note that, depending on the timing of capital outlay projects
and fund performance, future rate adjustments may be necessary. Fund balance over the
forecasted period is projected to decrease from $1.8 million in FY16-17 to a negative $994,854
in FY20-21. Residential and commercial sanitation revenues are projected to grow from $14.3
million, starting in FY16-17, to $14.6 million in FY20-21, an average of .05% per year. The
forecast assumes financing capital equipment through capital leases throughout the forecast
period increasing the amount of annual debt service. Operating expenditure growth, not
including capital outlay and debt service, assumes annual increases of approximately 1.8%
throughout the forecast period. Staff will continue to monitor and update the financial
operations for potential changes in capital planning or potential rate adjustments.

Sanitation Fund - Five-Year Financial Forecast
FY15-16 Through FY19-20 with FY15-16 Comparative Date

FY15-16 Forecast
Budget | RevEst FY16-17 | Fv17-18 | Fvis-19 | FY19-20 FY20-21
Revenue & Other Financing Sources
Commercial Sanitation Revenue 3,400,000 3,400,000 2,417,000 2,429,085 2,441,230 2,453,436 2,465,703
Commercial Sanitation Rolloff 600,000 600,000 750,000 753,750 757,519 761,307 765,114
Residential Sanitation 10,630,000 10,630,000 10,683,150 10,736,566 10,790,249 10,844,200 10,898,421
Miscellaneous Bin Service 100,000 100,000 100,500 101,003 101,508 102,016 102,526
Internal Charges 115,000 115,000 115,000 115,000 115,000 115,000 115,000
Interest 7,000 7,000 7,000 7,035 7,070 7,105 7,141
Other Revenue 101,000 101,000 101,000 101,000 101,000 101,000 101,000
Transfers In 60,000 60,000 125,392 136,153 145,714 148,403 150,237
Lease Proceeds - - 2,712,081 2,577,897 1,603,249 2,100,444 2,168,364
Total Revenue & Other Financing Sources 15,013,000 15,013,000 17,011,123 16,957,489 16,062,539 16,632,911 16,773,506
Expenses & Other Financing Uses Landfill
Wages and Salaries (3,017,389)  (3,017,389) (2,982,824) (3,057,395) (3,133,829) (3,212,175) (3,292,480)
Overtime (185,000) (185,000) (220,000) (225,500) (231,138) (236,916) (242,839)
Benefits (1,308,813)  (1,308,813) (1,295,725)  (1,321,640) (1,348,072) (1,375,034) (1,402,534)
Supplies and Contracts (3,236,452)  (3,236,452) (3,014,181)  (3,074,465) (3,135,954) (3,198,673) (3,262,646)
Utilities (1,000) (1,000) (1,020) (1,040) (1,061) (1,082) (1,104)
Vehicle Maintenance & Fuel (3,296,863)  (3,296,863) (2,942,800) (3,001,656) (3,061,689) (3,122,923) (3,185,381)
Vehicles, Technology, Risk Mgt., Workers' Comp. ~ (2,421,754)  (2,421,754) (2,627,596) (2,680,148) (2,733,751) (2,788,426) (2,844,194)
Capital Outlay (3,455,446)  (2,481,582) (2,712,081) (2,577,897) (1,603,249) (2,100,444) (2,168,364)
Debt Service - Principal - - (343,375) (683,496) (913,823)  (1,216,311)  (1,539,498)
Debt Service - Interest & Fiscal Agent Fees - - (108,484) (197,865) (234,655) (282,121) (320,204)
Total Expenses & Other Financing Uses (16,922,717)  (15,948,853) (16,248,086) (16,821,101) (16,397,221) (17,534,105) (18,259,245)
Total Income (Loss) (1,909,717) (935,853) 763,037 136,388 (334,683) (901,194)  (1,485,740)
Contingency (200,000) (200,000) (200,000) (200,000) (200,000) (200,000) (200,000)
Total Income/(Loss) w/ Contingency (2,109,717)  (1,135,853) 563,037 (63,612) (534,683)  (1,101,194)  (1,685,740)
Beginning Fund Balance - With Contingency 2,963,190 2,963,190 1,827,337 2,390,374 2,326,762 1,792,079 690,885
Ending Fund Balance - With Contingency 853,473 1,827,337 2,390,374 2,326,762 1,792,079 690,885 (994,854)
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Landfill Enterprise Fund

This fund includes the activities at the Glendale Landfill such as recycling, the materials recovery
facility, and potential by-product services. Over the five-year forecast period, revenues are
expected to remain stable with no assumed rate increases. It is important to note that,
depending on the timing of capital outlay projects and fund performance, future rate
adjustments may be necessary. Of the $10.9 million in FY16-17 annual budgeted revenue
(excluding bond proceeds), approximately $1.6 million is generated from the sale of recyclables.
Large capital improvement projects in the later years of the plan include closure of the south
guadrant of the landfill and major soil excavation. Declining fund balances due to these major
projects indicates future bond sales may be necessary. Staff will continue to monitor the
performance of the fund for future financing options.

Landfill Fund - Five-Year Financial Forecast
FY16-17 Through FY20-21 with FY15-16 Comparative Date

FY15-16 Forecast
Budget | Rev Est FY16-17 | FY17-18 | FY1819 | FY19-20 FY20-21
Revenue & Other Financing Sources
Recycling Sales 2,688,000 1,550,000 1,565,500 1,965,000 1,984,650 2,004,497 2,024,542
Tipping Fees 4,948,590 5,427,000 5,481,270 5,536,083 5,591,444 5,647,358 5,703,832
Staff & Adm Chargebacks 431,000 431,000 431,000 431,000 431,000 431,000 431,000
Internal Charges 2,570,000 2,722,000 2,550,000 2,575,500 2,601,255 2,627,268 2,653,541
Interest 45,000 45,000 45,450 45,905 46,364 46,828 47,296
Other Revenue 113,700 215,000 215,000 215,000 215,000 215,000 215,000
Transfers In 315,000 315,000 658,308 714,806 764,996 779,117 788,743
Bond Proceeds - - 15,000,000 - - - -
Total Revenue & Other Financing Sources 11,111,290 10,705,000 25,946,528 11,483,294 11,634,709 11,751,068 11,863,954
Expenses & Other Financing Uses
Wages and Salaries (2,313,413) (2,313,413) (2,371,248)  (2,430,530)  (2,430,530)  (2,491,293)  (2,553,575)
Overtime (50,000) (50,000) (50,000) (50,000) (50,000) (50,000) (50,000)
Benefits (852,912) (852,912) (921,145) (985,625)  (1,025,050)  (1,066,052)  (1,108,694)
Supplies and Contracts (4,312,934) (3,088,934) (3,150,713) (3,213,727) (3,278,001) (3,343,562) (3,410,433)
Utilities (335,000) (335,000) (341,700) (348,534) (355,505) (362,615) (369,867)
Vehicle Maintenance & Fuel (546,025) (546,025) (556,946) (568,084) (579,446) (591,035) (602,856)
Vehicles, Technology, Risk Mgt., Workers' Comp. (1,168,629) (1,168,629) (1,382,278) (1,409,923) (1,438,122) (1,466,884) (1,496,222)
Capital Outlay (11,138,288) (6,682,973) (18,252,216)  (6,205,961) (124,947) (772,416) (787,864)
Debt Service - Principal - - - (407,768) (432,234) (458,168) (485,658)
Debt Service - Interest & Fiscal Agent Fees - - - (900,000) (875,534) (849,600) (822,110)
Total Expenses & Other Financing Uses (20,717,201) (15,037,886) (27,026,245)  (16,520,152) (10,589,369) (11,451,625) (11,687,279)
Total Income (Loss) (9,605,911) (4,332,886) (1,079,717) (5,036,858) 1,045,341 299,443 176,675
Contingency (600,000) (388,783) (500,000) (500,000) (500,000) (500,000) (500,000)
Total Income/(Loss) w/ Contingency (10,205,911) (4,721,669) (1,579,717) (5,536,858) 545,341 (200,557) (323,325)
Beginning Fund Balance - With Contingency 12,034,211 12,034,211 7,312,542 5,732,825 195,967 741,308 540,751
Ending Fund Balance - With Contingency 1,828,300 7,312,542 5,732,825 195,967 741,308 540,751 217,426

Water & Sewer Enterprise Fund

The FY16-17 beginning fund balance of $84.4 million will be used to fund extensive capital
projects over the next four fiscal years. For example, improvements at the Arrowhead
Reclamation Facility (531 million), water line replacements/extensions ($25 million) and sewer
line replacements ($19.7 million) are major capital improvements occurring between FY16-17
and FY20-21 that are being funded through pay-as-you-go financing.
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Total water and sewer revenues, totaling $80.2 million in FY16-17, are expected to grow by 1%
throughout the forecast period due to growth in accounts. A rate study is currently being

planned for FY16-17 to ensure both capital and operating needs can be funded though user

fees. The operating budget averages $50.6 million over the five-year forecast period. In
addition, the debt service budget averages $23.5 million per year.

Water & Sewer Funds - Five-Year Financial Forecast
FY16-17 Through FY20-21 with FY15-16 Comparative Date

FY15-16 Forecast
Budget Rev Est FY16-17 FY17-18 FY18-19 FY19-20 FY20-21
Revenue & Other Financing Sources
Water Revenue 46,257,498 45,728,498 45,957,140 46,186,926 46,417,861 46,649,950 46,883,200
Sewer Revenue 33,119,413 32,419,413 32,581,510 32,744,418 32,908,140 33,072,680 33,238,044
Development Permits/Fees/Impact 595,000 595,000 600,000 600,000 600,000 600,000 600,000
Staff & Adm Chargebacks 82,000 82,000 82,000 82,000 82,000 82,000 82,000
Interest 200,200 200,200 421,993 345,324 255,804 164,677 52,487
Other Revenue (effluent sales) 945,376 945,376 614,590 614,590 614,590 614,590 614,590
Transfers In 225,000 225,000 229,388 449,025 481,905 489,218 492,623
Total Revenue & Other Financing Sources 81,424,487 80,195,487 80,257,233 80,573,258 80,878,395 81,183,897 81,470,320
Expenses & Other Financing Uses
Wages and Salaries (12,826,852) (11,626,400) (11,917,060) (12,214,987) (12,520,362) (12,833,371) (13,154,205)
Overtime (314,100) (314,100) (314,100) (314,100) (314,100) (314,100) (314,100)
Benefits (4,804,347) (4,223,662) (4,561,555) (4,789,633) (5,029,115) (5,280,571) (5,544,600)
Supplies and Contracts (21,571,901) (18,111,955) (18,474,194) (18,843,678) (19,220,552) (19,604,963) (19,997,062)
Utilities (4,027,100) (4,277,447) (4,362,996) (4,450,256) (4,539,261) (4,630,046) (4,722,647)
Vehicle Maintenance & Fuel (826,745) (821,345) (837,772) (854,527) (871,618) (889,050) (906,831)
Vehicles, Technology, Risk Mgt., Workers' Comp. (6,299,468) (6,254,754) (7,396,094) (7,544,016) (7,694,896) (7,848,794) (8,005,770)
Capital Outlay (28,922,685) (18,922,685) (25,601,275) (24,825,735) (21,466,210) (25,140,580) (25,450,000)
Debt Service (20,158,683) (20,158,683) (20,125,983) (22,640,233) (25,447,783) (25,080,483) (24,408,733)
Total Expenses & Other Financing Uses (99,751,881) (84,711,031) (93,591,029) (96,477,165) (97,103,897) (101,621,958) (102,503,948)
Total Income (Loss) (18,327,394) (4,515,544) (13,333,796) (15,903,907) (16,225,502) (20,438,061) (21,033,627)
Contingency (8,637,424) (2,637,424) (2,000,000) (2,000,000) (2,000,000) (2,000,000) (2,000,000)
Total Income/(Loss) w/ Contingency (26,964,818) (7,152,968) (15,333,796) (17,903,907) (18,225,502) (22,438,061) (23,033,627)
Beginning Fund Balance - With Contingency 91,551,535 91,551,535 84,398,567 69,064,771 51,160,864 32,935,362 10,497,301
Ending Fund Balance - With Contingency 64,586,717 84,398,567 69,064,771 51,160,864 32,935,362 10,497,301 (12,536,326)

Conclusion

Long-range forecasting and modeling are powerful management and decision-making tools. A
key objective in long-range forecasting is to estimate the long-term impacts of past and present

decisions.

The current Five-Year Financial Forecast highlights the need to exercise fiscal discretion and
restraint, examine carefully any projects that entail ongoing expenses, practice prudent fiscal

management, and remain conservative in our financial and strategic planning.
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FINANCIAL POLICIES

A key component of the FY16-17 budget is the adoption of the Council’s financial policies. This
budget document includes the Council’s amended financial policies to be considered for
approval as part of the in the FY16-17 budget adoption process.

Council’s financial policies serve as the foundation for establishing a strong, sustainable
financial plan. The policies provide broad policy guidance related to Fiscal Planning and
Budgeting, Cash and Budget Appropriation Transfers, Expenditure Control, Capital Asset and
Debt Management, and Fund Reserves and Structure.

These five key financial policy areas are discussed on the following pages. For the purpose of
these policies, a department is defined as a separate departmental unit presented in the City’s
most recent organizational chart. A fund is defined as a balanced set of accounts which appears
as a column for reporting purposes in either the “Basic Financial Statements” or the “Combining
Financial Statements” section of the City’s Comprehensive Annual Financial Report (CAFR).

Fiscal Planning and
Budgeting

Fiscal planning is the process of
identifying resources and
allocating them among
numerous and complex ¢
competing purposes. The j A et
primary vehicle for this planning
is the preparation, monitoring
and analysis of the budget. It is
essential to incorporate a long-
term perspective and to monitor
the performance of the
programs that are competing to
receive funding.

UNIVERSITY &

The City Manager will submit to the Council a proposed annual budget, based on Council’s
established goals, and will execute the budget as finally adopted, pursuant to Title 42, Chapter
17, Article 3, Section 17105 of the Arizona Revised Statutes, as amended.

1. Revenue and expenditure forecasts will be prepared annually and will include a Five-Year
Forecast for each major operating fund (General Fund, Enterprise Funds, and certain Special
Revenue Funds). These Five-Year Forecasts will be prepared at the beginning of the operating
budget process and 1) provide a long-term view of current year budget decisions affecting the
City and 2) provide an estimate of the fund balance and sensitivity to revenue and expenditures
changes over the forecast period.
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a. The budget will be balanced, by fund, when all projected ongoing revenue sources
do not exceed all ongoing expenses proposed for the current FY and for the
upcoming FY. Use of the unassigned fund balance will occur only as authorized by
Council and to address one-time costs, not ongoing costs or planned utilization of
fund balance.

b. Revenues will not be dedicated for specific purposes unless approved by Council or
required by law. All non-restricted revenues will be deposited in the General Fund
and appropriated through the annual budget process.

2. To ensure ongoing General Fund stability, the primary property tax levy will be set each year
at the maximum allowable amount.

3. Any proposed new service or program initiative will be developed to reflect current Council
policy directives and shall be considered in the context of balancing ongoing anticipated
revenues against ongoing anticipated expenses. Proposals will follow all related Council
Financial Policies.

4. To ensure compliance with existing policy, all grant programs and any programs
supplemented by outside funding will include a sunset provision consistent with the projected
end of funding. Personnel paid with these funds will be considered temporary with no certainty
of continued employment beyond the life of the funding unless otherwise approved by Council.
Equipment and technology purchases with these kinds of funds are subject to the policies for
the replacement funds.

5. The City Manager’s recommended budget presented to Council will contain, at a minimum,
the following elements:

a. Revenue projections by major category, by fund;

b. Expenditure projections by program levels and major expenditure category, by fund,
including support provided to or received from other funds;

c. Debt service principal and interest amounts;

d. Proposed inter-fund transfers;

e. Projected fund balance by fund;

f. Proposed personnel staffing levels;

g. Detailed schedule of capital projects;

h. Any additional information, data, or analysis requested by Council.

6. The operating budget will be based on the principle that current ongoing operating
expenditures, including debt service and support for other funds, will be funded with current
ongoing revenues. The enterprise funds (water/sewer, sanitation and landfill) and the
transportation sales tax fund will pay the indirect cost charges for services provided by other
funds. Additional funds may be added upon Council approval.
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7. The budget will not use one-time (non-recurring) sources to fund continuing (recurring)
expenditures.

8. Addition of personnel will be requested only to meet existing program initiatives and policy
directives after service needs have been thoroughly examined and only if increased net ongoing
revenue is substantiated.

9. The Budget and Finance Department and Human Resources Department will work together
to manage position control. The number of full-time and regular part-time employees on the
payroll will not exceed the total number of full-time equivalent positions that Council
authorizes and adopts with the annual budget.

10. Benefits and compensation will be administered in accordance with Council policy direction.

a. Total compensation will be evaluated periodically for competitiveness.

b. A cost containment strategy means total costs for health insurance premiums will be
shared between the employer, employees and retirees. Total premiums will be
evaluated on an annual basis to ensure they are reasonable, competitive and expected
to address anticipated claims plus the maintenance of an adequate reserve for the
Employee Benefits Fund. Funding will be based on an annual actuarial report and its
75% confidence funding level recommendation.

c. A policy will be developed regarding the continuation of retiree health insurance after
the completion of a comprehensive evaluation of the impact of GASB 67 and the
presentation of results to Council.

11. Ideas for improving the efficiency and effectiveness of the city's programs and the
productivity of its employees will be considered during the budget process.

12. Carryover of unspent appropriation from one fiscal year to the next is not automatic. The
Budget and Finance Department staff will evaluate carryover requests and make
recommendations to the City Manager. Recommended requests will be included in the City
Manager’s budget presented to Council.

13. Salary savings will be retained to the greatest extent possible to build fund balance. Salary
savings may be used for expenses upon the City Manager or their designee’s, approval if within
the same fund/department. Salary savings may be used for expenses between
funds/departments upon Council approval within the last three months of the fiscal year.

14. Total fund appropriation changes must be approved by the Council. These changes must
also comply with the city's Alternative Expenditure Limitation in accordance with Article IX,
Section 20, Constitution of Arizona and A.R.S. § 41-563 where final budget adoption sets the
maximum allowable appropriation for the upcoming fiscal year.
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15. The replacement of General Fund capital equipment and related support for technology,
vehicles and telephonic equipment [except cell phones] will be accomplished through the use
of a “rental rate structure” that is revised annually as part of the annual budget process.

a. Any equipment purchased with grant funding will be considered for ongoing
replacement and ongoing replacement premium funding only if specifically authorized
by the City Manager and noted in the budget submittal.

b. The ongoing replacement costs for new technology and new vehicle purchases will be
incorporated into the upcoming fiscal year’s rental rate structure regardless of whether
they are initially purchased through a lease or pay-as-you-go funding.

c. Replacements will be based on equipment lifecycle analyses by the Public Works
Department for City vehicles, or the Budget and Finance Department for technology and
telephonic systems.

16. The City Council supports economic development objectives that support the creation and
retention of quality jobs (25% greater than the median average wage in Maricopa County), add
revenue, and enhance the quality of life in Glendale. City Council will consider incentives when
the circumstances of the economic development opportunity warrant them necessary and
appropriate for the opportunity and in the best interest of the City.

Cash and Budget Appropriation Transfers
1. Purpose & Restrictions

The following policy is established to implement an effective and efficient process by which the
adopted City budget may be amended.

Throughout the course of the fiscal year, amendments to the budget are necessary to address
new issues, increased prices, changes in scope of existing projects, and unforeseen issues
affecting City operations. This policy applies to all cash and budget appropriation transfers
initiated by the Mayor and City Council, the City Manager's Office, and/or departments. The
City's Budget and Finance Department will process budget amendments in the financial
management system, following appropriate authorization by the Mayor and City Council, the
City Manager, and a Department Director.

For non-departmental operations, it may be necessary to transfer certain unanticipated
amounts during the course of a fiscal year for unforeseen expenditures. These contingency
appropriation transfers are not specific to any particular department and are established each
fiscal year to cover unforeseen operation expenses, revenue shortages, or capital project
acceleration as approved by Council. These funds can only be directed by Council during the
fiscal year. Similar to contingency, the Council approves appropriations for Miscellaneous
Grants which are not specific to any particular department and are established to cover
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unanticipated grants received during the fiscal year. The policy covering these types of transfers
is covered in the Contingency & Miscellaneous Grant Appropriation Transfers section below.

Article VI, Section 11 of the City Charter establishes the legal restriction for budget

appropriation transfers and reads as follows:
The city manager may at any time transfer any unencumbered appropriation balance or
portion thereof between general classifications of expenditures within an office,
department or agency. At the request of the city manager and within the last three
months of the fiscal year, the council may by ordinance transfer any unencumbered
appropriation balance or portion thereof from one office, department or agency to
another.

2. Policy

Based on the purpose and restrictions surrounding cash and budget transfers, the following
policy sets forth the restrictions surrounding cash and budgetary appropriation transfers.

a. Cash Transfers - Cash transfers between funds can only be authorized by Council in the
last three months of the fiscal year.

b. Cash & Appropriation Transfers Between Funds - Cash and associated budget
appropriation transfers between funds can only be authorized by Council in the last
three months of the fiscal year.

c. Appropriation Transfers

i. Between Funds- Budget appropriation transfers between funds can only be authorized
by Council approval in the last three months of the fiscal year.

ii. Between Departments- Budget appropriation transfers between departments can
only be authorized by Council approval in the last three months of the fiscal year.

iii. Within the Same Fund, Within the Same Department- Budget appropriation transfers
within the same fund and within the same department can be authorized by City
Manager approval throughout the fiscal year.

iv. Between Capital/Improvement Projects
(1) Between Departments - Capital improvement project budget appropriation

transfers for projects managed between departments can be only authorized by
Council approval in the last three months of the fiscal year.
(2) Within Departments - Capital improvement project budget appropriation

transfers within the same department, and the same fund, can be authorized by
City Manager approval throughout the fiscal year.
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d. Restricted Fund Transfers - Cash and/or appropriation transfers into, and out of,
restricted funds can only be authorized by Council approval. Only transfers within the
intent of the restricted funds will be approved by Council. For restricted fund transfers,
the Council shall be provided with

i. justification that such transfers are consistent with restricted fund purposes,
ii. assurance that the transfer has been legally reviewed by the City Attorney, and
iii. assurance that the transfer meets the restrictions set out in this transfer policy.

e. Contingency & Miscellaneous Grant Appropriation Transfers- These types of transfers
are not specific to any particular department:
i. Contingency- Contingency budget appropriation transfers can be authorized by
Council throughout the fiscal year.
ii. Miscellaneous Grants- Miscellaneous Grant appropriation transfers can be

authorized by the City Manager throughout the fiscal year.

f.  Approval of Expenditures in Excess of Budget Appropriations - There may be emergency

situations where a transfer is required before it is possible to obtain formal Council
approval. In such cases, the Budget and Finance Department will advise the City
Manager of the emergency condition and request approval. Upon approval, the Budget
and Finance Department will seek Council ratification at the first possible Council
meeting.

Cash and/or Appropriation Transfers Between Funds  (asaCIEHEUNRSTE Ry el el

Appropriation Transfers Between Funds/Same and/or [T daleara ale sl R=lT o b @le)t ol
Different Departments |
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Appropriation Transfers Between Capital Improvement B Niiaae) i dle) =T e City Manager
Projects/Same Department
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EXPENDITURE CONTROL
Management will ensure compliance with the City Council adopted budget.

1. Expenditures will be controlled by an annual appropriated budget. Council will establish
appropriations through the budget process. Council may transfer these appropriations as
necessary through the budget amendment process as previously described.

2. The purchasing system will provide commodities and services in a timely manner to avoid
interruptions in the delivery of services. All purchases will be made in accordance with the
procurement code, purchasing policies, guidelines and procedures and applicable state and
federal laws. The city may join various cooperative purchasing agreements to obtain supplies,
equipment and services at the best value.

3. A system of internal controls and procedures using best practices will be maintained for the
procurement and payment processes.

4. The State of Arizona sets a limit on the expenditures of local jurisdictions. Compliance with
these expenditure limitations is required. The city will submit an audited expenditure limitation
report as defined by the Uniform Expenditure Reporting System (A.R.S. Section 41-1279.07)
along with audited financial statements to the State Auditor General within the required
timeframe.

CAPITAL ASSET AND DEBT MANAGEMENT

Long term debt is
used to finance
capital projects with
long useful lives.
Financing capital
projects with debt
provides for an
“intergenerational
equity” because the
actual users of the
capital asset pay for
its cost over time,
rather than one
group of users paying
in advance for the
costs of the asset.

The city will not give or loan its credit in aid of, nor make any donation, grant, or payment of
any public funds, by subsidy or otherwise, to any individual, association, or corporation, except
where there is a clearly identified public purpose and the city either receives direct
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consideration substantially equal to its expenditure or provides direct assistance to those in
need. Long-term debt will not be used to fund current operations or smaller projects that can
be financed from current revenues or resources.

1. A 10-year Capital Improvement Plan (CIP) will be updated annually as part of the budget
process. It will include projected life cycle costing. Only the first year of the plan will be
appropriated. The remainder will be projections to be addressed in subsequent years.

a. Life cycle costing is a method of calculating the total cost of a physical asset
throughout its life. It is concerned with all costs of ownership and takes into account all
of the costs incurred by an asset from its acquisition to its disposal, including design,
installation, operating, and maintenance costs.

2. The 10-year CIP will address capital needs in the following order:

a. to improve existing assets;
b. to replace existing assets;
c. to construct new assets.

3. All projects will be evaluated annually by a multi-departmental team regarding

a. accuracy of the projected costs;

b. consistency with the General Plan and Council policy goals;

c. long-range master plans;

d. ability to finance initial capital costs;

e. ability to finance life cycle costs;

f. ability to cover the associated additional ongoing operating costs.

4. All projects funded with general obligation bonds will be undertaken only with voter approval
as required through a bond election.

a. General Obligation debt is supported by secondary property tax revenues. The
secondary property tax revenues assessed are based upon the ability to finance the
City’s debt service obligations and the rate is dependent upon the revenue
requirements and the assessed valuation of taxable property. At a minimum, the
general obligation debt service fund balance will be at least 10% of the next fiscal year's
property tax supported debt service.

5. Non-voter approved debt supported by General Fund revenues such as Municipal Property
Corporation (MPC) bonds, excise tax bonds, and lease obligations will be used only when a
dedicated ongoing revenue source is identified to pay the associated debt service obligations.
This type of debt service will not exceed 10% of the 5-year average of the General Fund’s
operating revenue available to support the debt service obligations.
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a. For FY16-17, debt service is 13% of the General Fund operating revenue as defined
above.

6. For non-voter approved debt, the following considerations will be made prior to the pledging
of projected revenues for the ongoing payment of associated ongoing debt service obligations:

a. The project requires ongoing revenue not available from other sources.
b. Matching monies are available that may be lost if not applied for in a timely manner.
c. Catastrophic conditions.

7. Short-term borrowing or lease/purchase contracts should be considered for financing major
operating capital equipment only when:

a. The repayment term does not exceed the expected useful life of the equipment to be
purchased;

b. An ongoing revenue source is identified to pay the annual debt service; and

c. The Budget and Finance Director, along with the city's financial advisors, determine
that this is in the city's best financial interest.

8. These policies are in addition to the policies incorporated in the Debt Management Plan.

FUND RESERVES AND STRUCTURE

Fund balance is an important indicator of the City’s financial position. Adequate fund balances
are maintained to allow the City to continue to providing services to the community in case of
economic downturns and/or unexpected emergencies or requirements. To ensure the
continuance of sound financial management of public resources, committed, assigned, or
unassigned General Fund, fund balance will be maintained to provide resources to address
emergencies, sudden loss of revenue, or unexpected downturns in the economy. Use of fund
balances will be limited to address unanticipated, non-recurring needs and planned future one-
time or non-recurring obligations. Unassigned balances may, however, be used to allow time to
restructure operations and must be approved by the City Council.

1. The minimum fund balance in the General Fund, which is defined as the total of the
unassigned amount plus the assigned amount less the amount assigned for the equipment
replacement, shall total 25% of the total annual ongoing revenues.
a. Inclusive in the 25% General Fund unassigned fund balance, a Budget Stabilization
Reserve will be maintained at 10% of the General Fund operating revenues to be used in
the event of unexpected revenue shortfalls if needed, and to be adjusted at year end.
b. Inclusive in the 25% General Fund unassigned fund balance, an Operating Reserve
(established in FY14-15) for amounts over the General Fund Budget Stabilization
Reserve and which will increase incrementally each year until it reaches at least 15% of
the General Fund operating revenues by FY19-20, which is the ensuing five fiscal years.
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Any usage of this reserve must be approved by the majority of the City Council, and the
City shall strive to replenish the Operating Reserve the following fiscal year. Examples of
potential usage would be to provide funding to deal with fluctuations in fiscal cycles and
Council approved operating requirements.

2. For the Water and Sewer Enterprise Fund, working capital will be maintained at a minimum
of 50% of operating revenues.

3. For the Solid Waste Enterprise Fund, working capital will be maintained at 10% of operating
revenues.

4. For the Landfill Enterprise Fund, working capital will be maintained at 15% of operating
revenues.

5. For the other major governmental operating funds, the total minimum unassigned fund
balance shall be as follows.

a. PSST 5% of operating revenue
b. HURF 15% of operating revenue
c. Others: 10% of operating revenue

6. If a situation arises where fund balance at the end of the current fiscal year is less than the
Council approved fund balance level, the deficiency should be replenished in the coming
fiscal years, not to exceed a total of five consecutive years.

7. The City Manager may establish additional assigned fund balance reserves for certain
anticipated obligations or other purposes.

8. Any balance in excess of the fund balance reserves may be used to support one-time
expenditures. Council approval is required to use these funds to supplement "pay as you go”
capital outlay, one-time operating expenditures, or to prepay existing debt.

9. The fund balance for the various Trust Funds will be based on annual actuarial reports and
the target funding level must be at the 75% confidence funding level.

10. Separate fund balance operating reserves may be required by bond issuance documents for
those funds with outstanding bonded debt. These requirements will not be viewed as
additional fund balance needs unless they are greater than those established by these goals.
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Fiscal Year 2016-2017 Summary

BUDGET SUMMARY

The annual budget for the City of Glendale is divided into four major components that include
all appropriations for the city and are explained below. The total budget, including all four
components, is $693 million for Fiscal Year 2016-2017 (FY16-17). This represents a 9% increase
over the prior year total budget of $632 million. The increase is mainly attributed to the Capital
Plan spending carryover appropriation from the prior year.

e The operating budget finances the day-to-day provision of city services and totals
$391 million.

e The capital improvement budget funds the construction of city facilities, such as
police/fire stations, libraries, roads, public amenities and other infrastructure
throughout the city. This year the capital improvement budget totals $194.4 million.

e The debt service budget is used to repay money borrowed by the city, primarily for
capital improvements, and totals to $74.8 million.

e The final component of the budget is the contingency appropriation at $32.8 million.
This appropriation is made up of fund reserves and is available to cover emergency
expenses, revenue shortages or capital project acceleration which may arise during
the fiscal year.

As the pie chart below illustrates, the operating (56%) and capital (28%) appropriations are the
largest components of the FY16-17 budget and account for 84% of the total appropriations.
Both are discussed on the following pages.

r )

FY16-17 Total Appropriations

Operations
56%

Capital
28%
Contingency
7% Debt Service
11%
Total $693 million )
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The following chart outlines the financial plan for FY16-17. The city’s total sources are
estimated at $657.9 million and total uses are projected at $813.2 million (including inter-fund
transfers). A summary of the city’s major revenues and expenditures, including other financing
sources and uses, provides an overview of the total resources budgeted by the organization.
This summary is located in the Schedules section of this book and is titled Schedule One.

As shown in the table below, fund balance drawdowns are planned for most of the capital
intense funds. This is a result of large project carryover in the Special Revenue Fund
(Transportation), Capital Projects Fund (Streets and Transportation), Enterprise Funds (Water
and Sewer, Landfill and Sanitation). The Internal Service Funds also have planned reductions for
one-time projects.

Financial Plan Summary

Estimated Estimated
Balance Balance
Fund Type 7/1/2016 Total Sources | Total Uses 6/30/2017
General 43.8 237.2 239.2 41.9
Special Revenue 66.9 113.7 144.0 36.5
Debt Service 6.9 53.7 54.7 5.9
Capital Projects 27.1 49.7 76.8 0
Enterprise 112.3 153.4 237.8 27.9
Internal Svcs/Other* 21.2 50.2 60.8 10.6
Total 278.2 657.9 813.2 122.9

*Otherincludes Permanent Funds

Operating Budget

The development of Glendale’s FY16-17 budget was an open process designed to reflect the
needs and desires of the community. Throughout the year, the Mayor, Council and city staff
obtained input from the community through neighborhood meetings, citizen boards and
commissions, and other contacts with individuals and groups. In addition, citizen feedback
about the proposed FY16-17 budget was sought at the public hearing on June 14, 2016.

In December 2015, staff presented the city’s Five-Year Financial Forecast. The forecast allows
various budget scenarios to be tested for their effect on the city’s financial condition on a long-
range basis. At the same time, the city’s CIP Management Team began the process of updating
the Ten-Year Capital Improvement Plan.
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Budget Process

Staff Prepares
5-Year Financial

Forecast
\ ]

Departments
Develop Base
Budget

Council Adopts
Final Budget

\J \J

Present Draft Develop and
Budget Balance CIP

In December 2015, the Budget and Finance Department kicked off the budget process for FY16-
17. This meeting provided an assessment of current economic trends, the revenue outlook for
the upcoming fiscal year and the city manager’s direction for the development of a balanced
budget.

The principal issues addressed in the FY16-17 budget were fiscal sustainability and maintaining
adequate fund balances/reserves. This meant a hold-the-line approach was taken with the
department operating budgets. The overall goal of the FY16-17 budget was to improve service
delivery by leveraging technology, retaining dedicated staff, and continuing to improve the
City’s financial stability.

Following multiple years of recession, this is the second consecutive year that a budget surplus
was projected. This meant that ongoing revenues were sufficient (and projected forward) to
cover ongoing expenditures. This was accomplished through a series of past budget reductions
and also Council’s decision to continue the temporary sales tax increase scheduled to sunset in
FY16-17. With the General Fund forecast being cautiously optimistic, a series of financial options
were presented to the Council for consideration. After numerous budget workshops, a balanced
and fiscally conservative budget was drafted and presented to the Council.
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The Council reviewed the city
manager’s proposed balanced
budget at the workshop sessions
held in April and May 2016 and
discussed the pertinent issues
surrounding the upcoming fiscal
year operating, capital and debt
service budgets. The draft budget,
as revised by Council, became the
tentative FY16-17 budget. It was
published and made available for
further public review prior to the
public hearing and formal
adoption of the final budget on
June 14, 2016. See the Budget

Operating Budget by Type

General
52%

Special
Revenue
11%

Internal
Service
14%

Enterprise
24%

\ J

Calendar for more details about the timing of various steps in the budget development and

adoption process.

Capital Improvement Plan Budget

The city annually updates the Ten-Year Capital Improvement Plan (CIP). The total plan for FY
2017-2026 totals $986.8 million. The first year of the plan is the only year appropriated by
Council. For FY16-17, $194.4 million in capital investments is planned. This includes $72.1
million in prior year unspent carryover funds. A summary of funding by type is illustrated in the
graph below. The remaining nine years are for planning purposes and funding is not guaranteed
to occur in the year planned. The final decision to fund a project is made by the Council.
Projects include renovations to city buildings, street improvements including pavement
preservation, police/fire department communications enhancements and upgrades to water
treatment and wastewater collection facilities.

The CIP Management Team
includes staff from the Public
Works, Water Services and Budget
and Finance Departments. This
team reviewed all CIP projects for
their construction costs and their
projected impact on the operating
budget. Projects with high
operating costs are analyzed along
with the Five-Year Forecast and
may be deferred to ensure the city
can absorb the operating impacts
once the facility opens.

7

Capital Projects by Funding Type

Streets/Transportation
18%

Grants

Water/Sewer 11%

47%
Landfill
4%
Other
7%

Bond Funds
11%

Development
Impact Fees
2%

Total CIP $194.4 million
\
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Refer to the Capital Improvement Plan section for more detailed information regarding the
projects included in these categories, as well as the funding sources available for each.

Amending the Budget

Once the Council adopts the annual budget, total expenditures cannot exceed the final
appropriation of $693 million for FY16-17. However, with Council’s formal approval, the city can
adjust the total appropriations within the funds provided that the budget does not exceed final
appropriation for the fiscal year. This means that if one fund’s total appropriation is increased,
appropriations from another fund or funds must be reduced by an equal amount. Council could
also choose to amend the budget to a figure lower than the final appropriation for the fiscal
year.

Throughout the course of the fiscal year, amendments to the budget are necessary to address
new issues, increased prices, changes in scope of existing projects, and unforeseen issues
affecting City operations. All budget transfers follow the City’s budget transfer policy.

During the last three months of the fiscal year, Council may approve the transfer of
unencumbered appropriation among funds and departments. The Budget and Finance
Department processes all budget amendments in the financial management system, following
appropriate authorization by the Mayor and Council, the City Manager or designee.

Fund Descriptions

The city of Glendale uses fund
accounting to track revenues
and expenditures. Some
funds, such as the Streets
Fund, are required by state
legislation. Other funds were
adopted by the city to track
and document revenues and
expenditures related to
specific operations. The city
has seven main categories of
funds: general, special
revenue, debt service, e - dias . ' -
permanent, capital projects, enterprise and internal service. These categories are used to track
the activity of 128 separate funds. For example, enterprise funds are expected to be self-
supporting through revenue for the services provided. For these funds, the city charges a fee
for a specific service, such as sanitation collection, just like any other business would do. A brief
description of some of the more significant funds within each fund category is provided on the
pages that follow.
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General Fund Group

General (Fund 1000): The General Fund includes all sources of revenue the city receives that
are not designated for a specific purpose. General Fund revenue may be used by the Council for
any legal public purpose.

Vehicle (Fund 1120): This replacement fund was designed to allow the city to accumulate the
money needed to replace at regular intervals the city’s fleet of cars, trucks and other rolling
stock. In prior years, the departments would pay annually into the fund based on the amount of
equipment in its inventory, the expected life span of the equipment in use and any residual
value of the equipment. For FY16-17, a one-time transfer in from the General Fund of $1.5
million will be needed to address the replacement of much needed large equipment for public
safety. Additional equipment will be purchased according to the established replacement
schedule and fund balance will be utilized to make such purchases. The city will review this fund
annually to determine adequate funding for future years.

Special Revenue Fund Group

Arts Commission (Fund 1220): Assigned to the Special Revenue fund group in FY16-17. One
percent (1%) of eligible construction projects funds included in the city’s Capital Improvement
Program are deposited into the municipal arts fund. The funds are used to administer the city’s
public art and performing arts program. Expenditures from the fund are recommended by the
Glendale Arts Commission through its annual art projects plan and are subject to approval by
the Council.

Court (Fund 1240): The Court Fund revenue is derived from two primary sources: a security
surcharge paid by persons convicted of traffic or misdemeanor offenses in City Court; and time
payment fees charged to persons who choose to pay their fines in installments. The security
surcharge revenue must be used for security services and facility improvements at the City
Court. The time payment fee revenue may be used for activities or costs associated with
collecting fines. These revenues and any associated expenditures are tracked in this fund.

HURF/Streets (Fund 1340): This fund is used to track Highway User Revenue Fund (HURF)
monies that the State of Arizona distributes to cities, towns and counties. This revenue source
is commonly referred to as the gasoline tax although there are several additional
transportation-related fees that comprise this revenue, including a portion of vehicle license
taxes. Overall, much of this revenue source is based on the volume of fuel sold rather than the
price of fuel.

There is a state constitutional restriction on the use of HURF revenues; they must be used solely
for street and highway purposes such as maintenance, repair, reconstruction and roadside
development. In Glendale, the fund supports street cleaning and maintenance, traffic signs and
signals, street lighting and other street-related activities.
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Transportation Sales Tax (Fund 1660): The Transportation Sales Tax Fund supports
transportation services in Glendale. The fund is primarily supported by designated sales tax
revenue received from Proposition 402 (0.5%). In 2001 Glendale voters approved a one-half
cent adjustment to the city sales tax rate to fund a comprehensive package of transportation
projects including expansion of public transit service, intersection improvements to reduce
congestion and other street-related services. One hundred percent of the revenues and
operating expenditures are accounted for in this fund. A separate Transportation Construction
Fund exists to track transportation related capital expenditures that are paid for by the
designated sales tax.

Typically, the city will issue revenue bonds to fund transportation capital projects and deposit
the bond proceeds into the Transportation Construction Fund. Debt service payments are then
funded with the revenues collected in the Transportation Sales Tax Fund. Each year the
Transportation Sales Tax Fund transfers cash into the Transportation Debt Service Fund to cover
debt payments on bonds backed by the transportation sales tax revenue. Transfers also can be
made from the Transportation Sales Tax Fund to the Transportation Construction Fund to fund
capital project construction on a cash basis.

Police (Fund 1700) and Fire Special Revenue (Fund 1720): In 1994, Glendale voters passed a
citizens’ initiative that increased the local sales tax by 0.1% to add police and fire personnel and
related equipment. In September 2007, Glendale voters passed a separate initiative that
increased the local sales tax by another 0.4%, bringing the total public safety tax rate to 0.5%,
effective November 1, 2007. Both taxes specified that two-thirds of the revenue would go to
police operations and one-third to fire operations.

Starting in FY14-15 all expenses related to “enhanced” public safety services, as defined
through the previous ballot initiatives, will be tracked within the Public Safety (Fire and Police)
General Fund operating budgets. A new costing methodology was developed to simplify the
annual budget process and accounting for public safety sales tax related expenditures. The
basis for the new costing was developed by establishing a baseline service level per capita
calculation at the time of the original initiatives (1994 and 2007) and then updating that
calculation for today’s service level and identifying the “enhanced services” per capita and
applying a standard cost to those services. An annual transfer from the Public Safety Sales Tax
(PSST) funds to the general fund will provide direct reimbursement for the enhanced levels of
service costs. This new methodology was developed as a result of an internal audit.

Public Safety Training Center (Fund 2530): All revenues and expenditures associated with the
Glendale Regional Public Safety Training Center are tracked in this fund. The facility was built
with capital contributions from the City of Glendale (74.8%), Maricopa County Community
College District (8.2%), City of Surprise (6.6%), City of Peoria (6.5%), City of Avondale (3.9%) and
the federal government. The training center provides fire and police departments with the tools
required to train new firefighters and conduct continuing education and training for fire and
police personnel. Facility management operating costs are shared proportionately with the
police and fire partners based upon the initial capital contribution. In addition, direct operating
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costs incurred at the facility by the Glendale Police and Fire Departments are shared with the
partners of those respective disciplines/departments.

Airport Operating (Fund 1760): This fund was established to track the operating revenues and
expenses of the Glendale Municipal Airport. The long-range goal for the airport is to become a
self-sustaining operation, at which
time the Airport Fund will become
an enterprise fund. The airport has
o already attracted more
commercial business traffic with
the development of Westgate, the
Gila River Arena, University of
Phoenix Stadium and Camelback
Ranch (spring training baseball
facility). The Airport Fund is
projected to receive a General
Fund transfer of $135,105 to
augment projected revenue
collections of $545,779 in FY16-17.

Grant Funds: The city created a number of individual funds to track grants received from
various federal, state and county sources. Individual funds allow the city to comply with the
specific financial and reporting requirements of each grantor agency. Separate funds are used
to track revenues received from the federal government and any associated expenditures with
the HOME Grant (Fund 1300), Neighborhood Stabilization Program (Fund 1310), Neighborhood
Stabilization Program Il (Fund 1311), Community Development Block Grant (Fund 1320) and
Emergency Shelter Grant (Fund 1830).

The Community Action Program (Fund 1820) tracks grant funds received from Maricopa
County. A Transportation Grant (Fund 1650) fund is used to track grant activity for projects
covered by the Glendale Onboard transportation program and a fund titled Airport Capital
Grants (Fund 2120) is used for any grant related project involving the city airport.

Most other grants are tracked through the Other State and Local Grants Fund (Fund 1840).
These grant funds come in on a reimbursement basis, so these funds typically do not carry a
fund balance from year to year unless a specified grant award is expended over multiple fiscal
years.

RICO (Fund 1860): Federal anti-racketeering laws permit law enforcement agencies to seize and
sell property and proceeds acquired by individuals as a result of their involvement in certain
types of criminal activities such as the sale of illegal drugs. The city’s RICO Fund tracks the
revenue generated from such seizures as governed by the Racketeer Influenced and Corrupt
Organizations Act. Expenditures backed by this revenue source must be made for purposes that
improve public safety or crime prevention programs and cannot be used to supplant existing
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funding for law enforcement purposes. The Police Department manages all expenditures from
this fund in accordance with federal requirements.

Parks & Recreation Designated (Fund 1885): The Parks, Recreation and Library Services
Department has agreements with several local school districts to cover the maintenance of city
pools located on school property and jointly owned city/school district parks. The school
districts and the city make
payments into the fund to
cover major maintenance and
restoration costs. The fund
balance is projected to
decrease from $204,329 to
$150,734 in FY16-17 as a result

of planned expenditures - oSN 7 gy Sl R AT e a
related to designated facilities. [t ‘ vl | | " 5;_." il i ,Iilﬂdr
This fund also includes a N\ iy <= | VEEEE : ' L |
separate division used to track AR IS NR SN o

the costs associated with the
maintenance of the Elsie
McCarthy Park in accordance
with a generous donation

made by a private party and
designated for this purpose only.

Debt Service Fund Group

Bond financing is the primary financing mechanism for long-term capital projects and
infrastructure. The City’s debt management plan is an important tool and addresses debt issues
for this and other financing mechanisms that the city is allowed to use. Outstanding debt, debt
limitations, voter authorization and cash flow projections are reviewed as part of the capital
budgeting process, while the annual debt service payments are incorporated into the debt
service budget. Depending on the need and the type of project being financed, several different
types of bonds are available to the City. Separate funds are used to track payments made on
the city’s outstanding debt obligations. Each type of debt (General Obligation, Revenue Bonds,
Excise Tax and Municipal Property Corporation) is tracked separately. Fund balances fluctuate
according to established debt payment schedules.

The city’s debt policies and long-range debt management plans are described in detail in the
Debt Service section of this document and the associated debt schedules that show the
principal and interest payments by year are included in the Schedules section.

General Obligation (G.0.) Bond Debt (Fund 1900): G.O. bonds require voter authorization and
are backed by the taxing authority of the City. These bonds finance projects that Council selects
as part of the annual budget process. Arizona law limits the amount of G.O. bonds the City can
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have outstanding based on the limited property value of both commercial and residential
property located within the city limits. More information about G.O. bonds is found in the
Capital Improvement Plan section of this document. Secondary property tax revenue is
recorded directly into this fund and used to pay G.O. bond debt.

The FY 2017 secondary property tax rate will decrease from $1.7067 to $1.6698. Council will
continue to perform annual reviews of the property tax rates to ensure future tax rates are set
in accordance with required debt service obligations.

Municipal Property Corp (MPC) Bond Debt (Fund 1940): The MPC is a non-profit corporation
organized under the laws of the State of Arizona to assist the City in the acquisition and
financing of municipal projects and facilities. MPC bonds require Council approval but do not
require voter authorization. These bonds are backed by the city’s excise taxes. The amount of
MPC bonds that can be issued is limited by the city’s ability to repay the bonds. These bonds
often have restrictive covenants requiring a reserve of pledged revenues. More information
about MPC bonds is found in the Capital Improvement Plan section of this document.

Excise Tax Bonds (Fund 1950): Excise Tax bonds require Council approval but do not require
voter authorization. These bonds are backed by the city’s excise taxes. This is a newly created
fund for FY16-17 as a result of the recent bond issue/refinancing. All debt service is paid for
through sales taxes collected in the General Fund and then transferred to this debt service
fund.

Street (Fund 1920) and Transportation Revenue Bond Debt (Fund 1970): Highway User
Revenue Fund (HURF) or “Street” bonds were used for street projects that are backed by a
pledge of the HURF monies the city receives from the state. Street capital projects financed
with HURF monies require voter authorization. Given the legislative uncertainty regarding how
future HURF revenue will be distributed, these contributions will be monitored closely going
forward. The debt service for this fund was paid off in FY15-16, however due to anticipated
future bond issues the fund will remain active.

The Transportation Revenue Bond Debt Fund is used for the payment of debt service on
revenue bonds used to finance projects that are backed by the designated city sales tax for
transportation. This type of revenue bond does not require voter authorization.

Capital Projects Fund Group

Construction funds account for financial resources used for the acquisition or construction of
major capital facilities and equipment. They are based on the type of general obligation bonds
and other types of long-term financing the city issues. Considerable detail on planned capital
projects, their potential operating impacts on the General Fund, Enterprise Funds, debt policies
and tax implications are included in the Capital Improvement Plan section of this document.
Any remaining fund balances in the capital construction funds are appropriated to contingency
to cover unanticipated project costs or the unanticipated acceleration of key projects.
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Development impact fees have been another source of funds used for constructing major city
infrastructure. These are based on the type of development impact fees the city collects from
developers to address the city’s capital costs associated with accommodating growth. Separate
funds are used to track the collection of fees associated with the construction of libraries, fire
and police facilities, parks, roadway improvements, etc. Further information about these types
of funds is included in the Capital Improvement Plan section of this document.

Trust (Permanent) Fund Group

Cemetery Perpetual (Fund 2280): The purpose of this fund is to provide future monies
sufficient to pay all or a portion of the operational and maintenance expenses of the Glendale
Memorial Park Cemetery when operations no longer produce revenue. All revenues from sales
of lots, headstones, domes, appurtenances and services provided through the operation of the
cemetery are deposited to the city’s General Fund.

Cash is invested pursuant to the city’s investment policy and related investment earnings
accumulate in the perpetual care fund. Although monies may be withdrawn from the fund for
cemetery expansion and improvements, none are budgeted in FY16-17. Interest income of
$26,000 will increase the projected FY16-17 ending fund balance to $5.7 million of which the
entire amount is appropriated as contingency and can only be used pursuant to the perpetual
care fund ordinance.
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Enterprise Fund Group

Water/Sewer (Funds 2360, 2380, 2400 & 2420): The Water/Sewer Enterprise Fund supports
the provision of water and sewer service to Glendale residents and businesses. It is completely
self-supported through water sales, sewer user fees and other related user fees. The fund
receives no tax revenue and pays an annual contribution to the General Fund for administrative
support services such as personnel, finance and legal services that General Fund departments
provide. If the General Fund departments did not provide these services, the enterprise fund
would have to contract with outside vendors to receive the services.

All revenues and expenditures associated solely with providing water services to citizens and
businesses in Glendale are captured in Fund 2400 (Water). All activity associated solely with
providing wastewater services is recorded in Fund 2420 (Sewer). Fund 2380 (Water & Sewer
bond Debt Service) is used to track activity related to revenue bond financings covering capital
improvement projects. Fund 2360 (Water/Sewer) is used to capture any expenditures that are
incurred on behalf of both water and sewer operations. For example, administration costs
associated with providing oversight to both operations, as well as the expenses associated with
the customer service division of the Finance and Technology Department, which handles the
billing accounts for both water and sewer operations, are recorded in Fund 2360.

The Water/Sewer Enterprise fund balance is expected to decrease from $99 million to $24.3
million in FY16-17 due to planned capital expenditures totaling $91.9 million and the debt
service requirements associated with revenue bond funded projects totaling $20.1 million.
Examples of FY16-17 capital projects include groundwater treatment plant improvements,
water reclamation facility improvements, as well as planned line replacements and extensions.
A revenue budget of $91 million helps cover the previous expenditures, in addition to the
operating budget which accounts for salaries, electricity, chemical treatments, supplies, etc.
totaling $51.9 million.

Landfill (Fund 2440): The Landfill Enterprise Fund supports the operation of the Glendale
Landfill. Customers including city departments and private haulers, pay tipping fees (based on
tonnage disposed) to use the city’s landfill. City Code requires that any excess of budgeted
revenues over budgeted expenditures be reserved each year for major landfill improvements,
major equipment purchases and the eventual closure costs. The city's successful recycling
program has helped to extend the life of the landfill and contribute to our community’s effort
to improve the environment.

The Landfill fund balance is expected to decrease from about $9.1 million to $1.5 million in
FY16-17. The FY16-17 operating budget totals $10 million and planned capital expenditures
related to a landfill soil excavation, scale-house/road relocation project, gas system
modifications and heavy equipment purchases total S8 million. The FY16-17 projected revenues
total $10.3 million.
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Solid Waste (Fund 2480): This fund supports refuse collection and disposal services to homes
and businesses in the city. It is supported through monthly charges paid by solid waste
customers. The divisions in the Solid Waste Enterprise Fund pay the Landfill Fund to dispose of
solid waste at the landfill. The fund balance is expected to decrease from $3.9 million to $1.6
million in FY16-17 as a result of planned expenditures for large capital equipment (i.e., roll-off
trucks, front and side-load trucks, loose trash equipment, etc.). Projected revenues of $14.6
million are offset by operating expenditures totaling $14.1 million.

Community Housing Services (Fund 2500): The Housing Fund supports Glendale’s public
housing program that is part of the Community Services Department. The fund has a $16
million operating budget that is almost entirely financed by federal housing revenue/grants but
it also receives a yearly transfer from the General Fund to help cover personnel administrative
expenses. FY16-17 projected revenues total just less than $16 million, and the scheduled
General Fund transfer is $386,563.

Internal Service Fund Group

Risk Management (Fund 2540) and Workers’ Compensation (Fund 2560): The Risk
Management and Workers” Compensation Trust Funds support the activities of liability
insurance and worker’s compensation coverage for the city. Income to the funds comes from
premiums charged to each city department based upon a number of factors including the
number of employees, job classifications, size of operating budget, actual claims history, etc.
The funds are used to pay claims against the city and to cover premiums for certain types of
outside insurance coverage.

The Risk Management Fund is projected to end FY16-17 with just under a $2 million dollar fund
balance, which is a decrease from the beginning fund balance estimate of $3.1 million. The
Workers’ Compensation Fund ending fund balance is projected to remain stable at $7.7 million
in FY16-17, based on Council’s direction to build and maintain adequate reserves for this fund
in accordance with the Industrial Commission of Arizona’s guidelines and requirements.

Benefits Trust (Fund 2580): The Benefits Trust Fund was created in FY00-01. An actuarial study
of health insurance funding recommended the creation of a separate fund would be the best
way to develop reserves to meet future cost increases for health-related insurance. During the
course of the year, employer and employee contributions for medical, dental and vision
insurance are deposited into this fund. Income to the fund comes from premiums charged to
each city department based upon employee coverage elections made each year during open
enrollment (employer portion). The fund also receives contributions from employees, both
current and retired. Premium payments to insurance carriers and related claims expenses are
made directly from the fund. The ending fund balance and any contingency appropriation
serves as a reserve to cover incurred but not reported claims, as well as a stabilizer against
rising health care costs.
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Fleet Services (Fund 1040):
The Fleet Services Fund is
used to track income and
expenses of the internal
services provided to city
departments. The Fleet
Services Fund specifically
covers vehicle maintenance
needs and fuel purchased
for city vehicles.

Technology and Technology Projects (Fund 2591 and 2592): The Technology and Technology
Project Funds are used to track income and expenses of the internal services provided to city
departments for telephone services, information technology services, and support. The
Technology Fund specifically supports all the city’s computers and hardware and software. This
includes both the everyday operations and also the replacement of equipment. City
departments pay for these services on an allocation base. The funds are designed to balance,
with the rates (revenues) set to recover the actual expenses each year. An exception to this
general practice occurs with the Technology Projects Fund for which a fund balance may accrue
in anticipation of future upgrades and potential carryover of project funding.
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Total revenues available 7 N

to the city in FY16-17 Revenue by Fund Type
from all sources are
estimated at $537.7 General Enterprise

million, of which $210.3
million or 39% goes into
the General Fund (GF)
group. Other revenues
include Enterprise Funds
25% or $131.9 million,
mainly generated through

user fees. Special Capital/Other Revenue
. 2% Debt Service 21%
Revenue Fund sources at % 2% o |nter'nal 0
21% or $112.6 million are ° Service
restricted for the special L 9% Total $537.7 million/

purpose of each fund’s

39% 25%

Special

activity. The largest of this type is from the Transportation Sales Tax Fund at $25.3 million. A
number of Federal and State grants are also included in this revenue type.

General Fund Group

General Fund (Fund 1000)

The city expects to collect $210.3 million in total General Fund (GF) revenue in FY16-17. Sales
tax represents the largest category at $103.4 million. In June 2012, the City Council approved an
increase of 7/10™s of one cent in the city’s sales tax across all categories (such as retails,

a B

General Fund Revenue Summary

Sales Tax State Shared
49% 29%
Franchise Fees ‘ Lic./Fees
2% 4%
Development Property Tax
2% 3% -
Total $210 million

\ 4
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restaurants and bars), except for residential rental as the state law restricts increases to
residential rental sales taxes. The 7/10%™ of one cent increase does not apply to single item
purchases over $5,000, such as automobiles.

The sales tax rate increase became effective on August 1, 2012 with a 5-year sunset provision.
The “sunset” provision was rescinded by Council action and adoption of a new ordinance at the
June 24, 2014 Council meeting. The new ordinance states that the sales tax rates will be
reviewed each year during the budget process. Prior to August 2012, the last time the city
increased its general sales tax rate was in July of 1993 (excluding the designated sales tax rates
for transportation and public safety both of which were implemented after the voters approved
the related propositions). With the rate increase, the general fund receives 1.9% of the city’s
2.9% sales tax rate, with the remaining 1.0% designated for public safety (0.5%) and
transportation (0.5%).

The average annual growth rate for total ongoing GF revenue was a robust 8% between FY01-
02 and FY07-08. This rate was the result of very strong growth in city sales tax and state income
tax receipts, with more moderate growth in state sales tax, motor vehicle in lieu fees, and
development-related permits and fees.

~ From FY07-08 through the end of
FY11-12, total GF ongoing revenue
~ experienced a decline of almost

~ $46.2 million or 25%, a clear

. reflection of the economic
challenges brought on by the
recession. However, starting in
FY12-13, total ongoing general
fund revenue once again began to
grow, mainly due to the sales tax
rate increase, as mentioned above,
and better income tax revenue
collections at the state. For FY16-
17, total general fund revenue is
expected to grow in line with the
economic forecast from local and
state experts. The main growth is
expected in the following areas
(also see detail explanation under
specific revenue category):

e City sales tax— For FY16-17, this revenue is expected to grow by 4.6% from the FY15-16
estimate. The growth can be attributed to the economic development activities which
are expected to generate additional construction sales tax revenue.
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e In addition, as the jobless claims continue to decline and the overall economy continues
to improve, rising consumer confidence is expected to lead to increased spending,
especially in retail sales. As a result, the city expects to see higher retail sales tax
revenue in FY16-17.

e State income tax — this revenue is projected to grow by 7.1% for FY16-17 based on the
improved collections in FY14-15 [there is a 2-year lag between the state’s collection of
income tax revenue and its distribution to the cities].

The two major sources of revenue for the GF continue to be city sales taxes and state-shared
revenues. They have comprised between two-thirds and three-fourths of the GF revenue since
FY01-02. For FY16-17, city sales tax, state sales tax, state income tax and motor vehicle in-lieu
revenues are expected to comprise 78% of all GF revenue, or $164.8 million of the $210.3
million.

The city’s GF revenue projection is based on many factors such as the following:

e historical trend data;

e projected changes in state and local population, disposable personal income, retail sales
and inflation;

e economic forecasts of state and local economic activity provided by experts on the
Arizona economy;

e economic forecasts of overall national economic activity; and
e statistical analyses.

City Sales Tax
This revenue

represents City Sales Tax

49.2% of GF . . . .

revenue and is 10-Year Fiscal History w/Projections _

the fund’s 120,000,000 : E::;:tt :

Iargest source. 100,000,000

The GF portion 80,000,000

of the city 60,000,000 -

sales tax pays 40,000,000 -

for general 20,000,000 -

government R

operations. It g &5 8 &3 2 9 o9 9 ¥ &4 & B
. e 9 © 9 2o 9o o o o o 4 o

also is the one D D ST

significant
revenue source over which the Council has authority, unlike the state sales tax, state income
tax, gas tax or vehicle license fees. For FY16-17, the revenue budget is $103.4 million, which is a
4.6% increase over the FY15-16 budget. This year’s sales tax projection includes tax received
from the Arena, Stadium, Zanjero and the Bed Tax.
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State-Shared Revenues

State-shared revenues include state income tax, state sales tax and motor vehicle in-lieu tax.
These three revenue sources are shared with all cities and towns throughout the state. The
average annual growth rate for the city’s share of state-shared revenue was 6% between FY01-
02 and FY07-08. However, starting in FY08-09, a decline started and resulted in four
consecutive years of reductions. State shared revenue is expected to grow to $61.3 million by
the end of FY16-17,
6% more than the
FY15-16 estimate of

State Shared Revenue

$57.9 million, as 10-Year Fiscal History w/Projections
explained below. E - Estimate
80,000,000 B - Budget
. . 60,000,000
The distribution of
state sales and SO0
income tax revenue | 20,000,000
is based upon the -
. . , (e} N~ 0 (o)) o — o on < (¥p] w o
relation of the city’s 8 8 8 8 3 8 © © © © = 5§
. o o o o o o o o o o o o
population to the N o
total state M State Shared Sales Tax ~ M State Income Tax k4 Motor Vehicle In-Lieu

population while
the distribution of motor vehicle in-lieu revenue is based on the city’s population in relation to
the total incorporated population of Maricopa County.

Prior to the 2010 Census, Glendale was just under 5% of the state’s total population; with the
2010 Census, Glendale is now about 4.5% of the state’s population. While the distribution
method is proportional on a per person basis, more mature cities like Glendale typically
experience a decrease in their portion of state-shared tax revenues as growing cities tend to
receive a greater share of the revenue distribution.

The most significant component of state-shared revenue is income tax and it is primarily driven
by personal income rather than business income as personal income tax receipts comprise
about two-thirds of all Arizona income tax receipts. Income tax revenue distribution to the
cities lags by two years. This means the state income tax distribution for FY16-17 will reflect the
income tax the state collected in FY14-15. The state’s 2015 income tax receipts were higher
than the 2014 receipts. As a result, Glendale’s share of state income tax revenue is expected to
increase by $2,079,759 from $27.2 million in FY15-16 to $29.4 million in FY16-17.

State sales tax revenues are distributed to cities and towns based on current year collections.
State sales tax distribution is based on a formula by which varying percentages of different
types of sales taxes — such as retail — are used to calculate the distribution amount. The
projection for FY16-17 is $22.6 million.

The FY16-17 motor vehicle in-lieu tax projection is $9.3 million. The city received $10.4 million
in revenue in FY05-06, the highest level of receipts over a ten-year period.
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Primary Property Tax

Arizona’s
roperty tax .
property tax Primary Property TaXx (includes SRP In-Lieu)
system consists
of two tiers. The 10-Year Fiscal History w/Projections
pr|mary 7'000'000 E - Estimate
property tax 6,000,000
levy has state- 5,000,000
mandated 4,000,000

maximum 3,000,000
limits, and a city | 2,000,000
can adopt a rate | 1,000,000

anywhere ¢ 5 8 8 9 3z § @ % 9 gy @
between $0.00 ggggggggaa§§

and the rate
that yields the maximum limit under state law. Primary property tax revenue can be used by a
city for any purpose. The primary property tax revenue is included in the GF operating budget.
For FY16-17, the primary property tax rate will not increase. As a result, the increase in primary
property taxes received from FY15-16 to FY16-17, or $91,570, is attributed to new properties
only.

Salt River Project (SRP) in-lieu revenue represents the quasi-governmental agency’s payment in-
lieu of a property tax, which it is exempt from paying. This revenue source is projected at
$278,315 for FY16-17.

Franchise Fees

Franchise fees Franchise Fee Revenue

are paid to the . . . .

city by the 10-Year Fiscal History w/Projections .
electric, gas and 5,000,000 E-_ I;s:;r;l:tte

cable companies 4,000,000
operating within | 3 55 999

EEEEEEEERRENR

the city. These 2,000,000 - M M M
fees increase 1,000,000 - . . . . . . . . . . .
when the . . . . . . . . . . .

various utilities
increase their
rates and, to a
lesser extent,
when their
customer base within the city grows. In all cases, the fees due to the city are based on gross
receipts for the franchised organization. The FY16-17 projection of $4.4 million is essentially flat
compared to FY15-16. In fact, collections have been at this level since FY09-10 due to minimal
customer growth and competition from alternate service providers.

2015
2016E
20178

M Gas/Electric Franchise Fees M Cable Franchise Fees
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Development Fees

Development-related fees include building permits, right-of-way permits, plan check fees,
planning and zoning fees, engineering and traffic engineering plan check fees, fire service
related development fees and miscellaneous development related fees. These sources
essentially reflect a range of activities related to commercial and residential development and
construction. The estimated revenue in FY16-17 is $3.6 million.

License and Fee Revenues

This revenue category includes business and professional licenses, sales tax licenses, liquor
licenses, recreation revenues, fire department fees not related to construction development,
library fines and fees, cemetery fees, rental income from the use of city facilities, and security
revenues. As a group these sources are expected to generate $9 million in FY16-17.

License and Fee Revenue
10-Year Fiscal History w/Projections

E - Estimate

10,000,000 B - Budget

kd Security Revenue
9,000,000 -+

i Cemetery Revenue

8,000,000 - HLibrary Fines/Fees

i Fire Department Other Fees

7,000,000 -+
M Recreation/Fac Rental Rev

6,000,000 -~ g S/Tax Fees/Lic

5,000,000

4,000,000

3,000,000

2,000,000 -

1,000,000 -

2006
2008
2009
2010
2011
2012
2013
2014
2015
2016E
2017B
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Miscellaneous Revenues

This revenue category includes staff and administrative chargebacks, miscellaneous revenues
(E-billboard rental income, police department impound administrative fee, police department
false alarm fee, application fee for pawn shop/resale store, etc.), lease revenue (capital lease
and wireless cell site rental), interest revenue, court revenue and city property rental (Bank of
America and Promenade buildings). The main revenue source for this category is staff and
administration chargebacks of $9.7 million, followed by court revenue estimated at $2.8
million. For FY16-17 this category includes Arena fees which are estimated at $2.7 million.

The Glendale City Court collects fines for parking and traffic violations, and civil and
misdemeanor criminal cases. Traffic fines represent the largest portion of court revenues. The
revenue generated from fines is subject to statutory changes made by the Arizona state
legislature and can be affected by changes in traffic enforcement practices.

The city collected $37.2 million in total revenue for this category in FY10-11 when $12.6 million
in one-time revenue was received as a result of the Council approved the amended parking
agreement for the mixed use development in the sports and entertainment district and $11.8
million in lease proceeds from the refinancing of outstanding leases.

Miscellaneous Revenue
10-Year Fiscal History w/Projections
40,000,000
k4 Arena
35,000,000 -+ kd Staff & Adm Chargebacks -
30000000 | i Miscellaneous Revenues E - Estimate
e M Lease Revenue B - Budget
25,000,000 i Interest
M Court Revenue
20,000,000 -+ uCity Property Rental
15,000,000 - )
10,000,000 -
5,000,000 -
o O ~ o] I (e)) I o I -l I (g} I (42} I < I LN I L I o
o o o o - - — — — —l (o} ~
o o o o o o o o o o — —
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Special Revenue Fund Group

Police and Fire Sales Tax (Funds 1700 & 1720)

The source of revenue for these funds is the 0.5% dedicated sales tax levied within the city
boundaries, which include all special districts (Arena/Westgate, Stadium and Zanjero). The
revenue is deposited in the Police (Fund 1700) and Fire (Fund 1720) special revenue funds to
pay for police and fire services. A sales tax rate of 0.1% was originally adopted by voters on
March 15, 1994 under Proposition 200 to fund police and fire personnel and related
equipment. On September 11, 2007, Glendale voters approved Proposition 401 to increase the
designated sales tax rate to 0.5%, with an effective date of November 1, 2007, to enhance
public safety funding.

The original one-

tenth rate Police & Fire Special Revenue

includes food for 10-Year Fiscal History w/Projections

home E - Estimate
consumption 30,000,000 B - Budget
(e.g., groceries) 25,000,000

while the 20,000,000

additional four- 15,000,000

tenths rate 10,000,000

excludes food for 5,000,000

home -

—_

© N ® o
S © O O
S & o o
(o] (o] (o] (o]

consumption.
Two-thirds of the
total revenue is
allocated to
police and one-third to fire. This revenue is subject to the same fluctuations as the general sales
tax although may vary slightly due to the exclusion of the rate on food for home consumption.

2010
2011
2012
2013
2014
2015
2016E
2017B

M Police Spec. Rev.  H Fire Spec. Revenue

The FY16-17 revenue projection is $16.1 million for Police and $8.1 million for Fire. Recent
changes to the accounting methodology for these two special revenue funds, now tracks the
entire cost of Police and Fire operations within the General Fund. Dedicated sales tax revenues
are used based on a cost of service formula that is calculated annually to determine the
estimated costs to provide “enhanced” public safety services based on the ballot language and
city ordinances restricting use of the special revenue to the enhancement of public safety
services. The costing methodology is calculated taking the base year of service, prior to each
election year and analyzing the cost of service on a per capita (cost per 1,000 residents)
amount. The increases in population along with the increased cost and types of services
provided are taken into account each year to come up with a new cost of service and allowable
sales tax use.
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Transportation Sales Tax (Fund 1660)

The primary source

of revenue for this Transportation Sales Tax

fund is the 0.5% . . . .

sales tax levied 10-Year Fiscal History w/ Projections

within the city 30,000,000 E - Estimate
boundaries, which 25,000,000

include all special 20,000,000 -

districts 15,000,000 -

(Arena/Westgate, 10,000,000 -

Stadium and 5000.000 -

Zanjero). The o o

revenue is E 5 8 83 § ¢ 9 1 I K & g
deposited in the ]S & 8 8§ | ]/ |/ ] R § § §

Transportation
Sales Tax Fund (Fund 1660). Proposition 402 was approved by Glendale voters on November 6,
2001. This proposition called for a designated sales tax rate of .05% to pay for the costs of
creating and implementing a comprehensive transportation plan to improve traffic flow, relieve
traffic congestion, increase transportation choices, reduce air pollution, promote economic
vitality and provide for regional transit connections. It is expected to generate an estimated
$25.3 million in FY16-17 compared to the $24.5 million estimated for FY15-16.

Other sources of FY16-17 revenue within the Transportation Sales Tax Fund include $124,000 in
transit revenues and $140,000 in interest revenue. In total, transportation sales tax fund
revenues are projected to be $24.5 million in FY16-17. This fund is supplemented with $900,000
from the General Fund, as required by the 2001 election, to help sustain the delivery of
transportation services.

Highway User Revenue Fund (HURF) (Fund 1340):
The source of this

Z‘t‘:t‘i,irji"i”“e ‘Suthe HURF Revenue

Revenue Eu\:; e 10-Year Fiscal History w/Projections

(HURF). HURF is 20,000,000 E - Estimate
commonly called the G | B - Budget

gasoline tax although
there are several 10,000,000 1
additional 5,000,000 -
transportation-
related fees that
comprise this
revenue source,
including a portion of vehicle license taxes. Overall, much of this revenue source is based on the
volume of fuel sold rather than the price of fuel.

Yo} ~ 0 (o] o
(=] o o o I
o o o o o
o (o} (g} o o

2011
2012
2013
2014
2015
2016E
2017B
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The state distributes the revenue based on a complex distribution formula that spreads a
portion of the money across the state solely on the basis of population while the remaining
money flows to those areas with the highest gasoline and other fuel sales. This revenue must
be accounted for separately and used only for eligible street and highway purposes.

HURF collections are affected by the general health of the economy, as well as the vigor of
specific industries such as tourism and trucking. The Arizona state legislature has made formula
modifications from time to time that have affected Glendale’s share of HURF dollars. Formula
modifications that reduced the distribution of revenue to cities and towns occurred during the
recession. These modifications, along with the decline in the volume of fuel sales, explain the
steady reduction of HURF revenues distributed to Glendale for FY07-08 through FY11-12. With
an improvement in the economy, HURF collections in FY16-17 are expected to be $14.3 million,
just slightly over the FY15-16 projection of $14.2 million.

BUDGET SUMMARIES
Revenues

Airport (Fund 1760):

Airport revenues Airport Revenue
consist of user fees, 10-Year Fiscal History w/ Projections
lease proceeds, E - Estimate
commercial activities | ©00,000
and other fees, and 500,000
are projected to 400,000
generate $545,779 300,000
FY16-17.
200,000
This fund is SUOILY
supplemented with U
$135,105 from the e 8 8 8 83 8 8 & 8 © S §

General Fund to

support the cost of

airport operations. Airport user fee revenue comes from activities such as transient tie down
fees and tenant fees. The strategic goal for airport is to become a self — sustaining operation.
Glendale is aggressively pursuing
additional airport facility users
with an ultimate goal of airport
self-sufficiency. Sporting events
as well as concerts that are being
held at Gila River Arena and
University of Phoenix Stadium
continue to attract corporate jet
customers and are expected to
provide additional business
opportunities for the airport.
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Enterprise Fund Group

Water/Sewer (Funds 2360, 2400 & 2420)

Water & Sewer Revenue

10-Year Fiscal History w/Projections  E-Estimate
B - Budget
100,000,000
90,000,000 M Water Revenues M Sewer Revenue
80,000,000

70,000,000
60,000,000
50,000,000
40,000,000
30,000,000
20,000,000
10,000,000

2006
2007
2008
2009
2010
2011
2012
2013

2014

2015

2016E

*2017 Revenue budget includes $S8M reimbursement from City of Peoria for Pinnacle Peak WTP Expansion

2017B*

Water and Sewer User Fees, budgeted at $87.6 million (illustrated in chart above) represent
nearly 96% of all utility fees for FY16-17. The majority of this revenue is derived from user fees
for delivery of water and wastewater services. Total Water and Sewer revenues are budget at
$91 million and include other sources such as; Development Impact Fees (DIF), projected at

$1.8 million and other miscellaneous revenues totaling $1.5 million.

r
Staff prepares water and

sewer revenue projection by
applying several factors such
as historical trend data, Water
statistical analyses, economic Revenues
and legal consideration as 61%
well consulting with
independent consulting firm.
Additionally, the city
periodically hires an
independent consulting firm
to review the utilities’
financial status and Dev. Fees
recommend rate adjustments, 2%

if needed. There will be no
rate increases for FY16-17. L Total $91 million

Other
Revenue
2%

Total Water & Sewer Revenues

Sewer
Revenue
35%
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Landfill (Fund 2440)

a N
- Landfill Revenue
Tipping
Fe(:s Internal
>2% Charges
25%
Misc/Other Recycling
49 Staff & Adm Sales
Chargebacks 15%
Total $10.3 million 4%
\ 4

The city annually reviews
the five-year financial plan
for the Landfill Enterprise
Fund. This annual
evaluation takes into
account operating and
capital costs, equipment
replacement, rate
structures and service
demands. Budget
decisions are largely based
on this long-range plan.

Glendale city departments
are charged an internal
rate of $18.00 per ton for

the use of the city landfill. Glendale residents pay a tipping fee of $15.79 per ton for a load
weighing more than one ton in waste material. These internal and residential tipping fees are
projected to generate $7.9 million in revenue for the Landfill. The tipping fees paid by private
haulers, as well as businesses and individuals not located in Glendale, will continue to be $32.25

per tonin FY16-17.

Staff prepares

landfill revenue
projection by
applying several
factors such as

Landfill Revenue
10-Year Fiscal History w/Projections

E - Estimate
historical trend | 12,000,000 B - Budget
data, statistical HEye et 0o
analyses, 8,000,000
economic and LSO

: 4,000,000
legal 2,000,000
considerations, )
as well as

O ~ (o] D
o o o o
o o o o
(o] (o] (o] N

consulting with
an independent

. . M Tipping Fees
consulting firm.

M Internal Charges

i Recycling Sales

2013
2014
2015
2016E
2017B

In FY16-17, the

recycling sales program is projected to bring in $1.6 million. Additional miscellaneous revenue
comes from interest earnings, impact fees, chargebacks and other fees, accounting for
$801,075. Total projected revenues for FY16-17 are $10.3 million.
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Solid Waste (Fund 2480)

The city annually reviews the five-year financial plan for the Solid Waste Enterprise Fund. This
annual evaluation takes into account operating and capital costs, equipment replacement, rate
structures and service demands. Budget decisions are largely based on this long-range plan as
well as other factors such
as historical trend data,
statistical analyses,
economic and legal
considerations. Landfill
fees for the disposal of the
solid waste collected from
residences and businesses
represent a significant part
of the expenses incurred
by the solid waste
enterprise operation.
Consequently, adjustments
to landfill rates have a
major impact on solid
waste rates.

Glendale’s residential monthly solid waste rate for FY16-17 is $16.30 and includes weekly trash
and recycling collection as well as monthly loose trash collection. This rate remains unchanged
since January 2005.

The FY16-17 total revenue of $14.6 million comes primarily from two sources: residential
collection fees are projected at $10.7 million, and commercial collection fees, projected at $3.8

million. The
Solid Waste Revenue residential and
. . . . commercial
10-Year Fiscal History w/Projections )
. collection
E - Estimate
16,000,000 programs account
14,000,000 - M M -'-"."-" for 99% of the solid
12,000,000 -
e waste revenues.
pousndil I B B B B B B Eeueae
8,000,000 -
6,000,000 -
4,000,000 -
2,000,000 -
- o ~ o] (o)} o — o on < n w o
o o o o — — — — — — (Ge} ™~
o o o o o o o o o o — —
(o] o (g\] (g\] o (o] (o] (o] o~ (o] o o
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M Residential Solid Waste W Commercial Solid Waste i Internal Charges
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EXPENDITURES

Operating Budget

The FY16-17 operating budget totals $391 million, which is a 1.8% increase over the FY15-16
budget of $383.9 million. The budget continues to focus on the Mayor and Council key priorities
and reflects economic conditions that continue to challenge local government. This graph
shows five years of historical operating budgets. The FY16-17 operating budget includes
increases for all salary and personnel related increases, as well as one-time costs for technology
and equipment.

Historical Operating Budgets

400,000,000

390,000,000

380,000,000
370,000,000
360,000,000
350,000,000
340,000,000
330,000,000
320,000,000 T T T T )

Table 1, on the following page, shows the year over year changes in the operating budgets for
some of the City’s largest operating funds within the general, special revenue, capital,
enterprise and internal service fund groups. It also calculates the percentage change for the
fund from the FY15-16 operating base budget. The operating summary that follows Table 1
describes each of these main fund groupings and provides explanations for material changes
year-over-year.

2013
2014
2015
2016
2017
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Table 1
Comparison of Operating Budgets

Fund Name FY 2016 FY 2017 % Change
General (1000) including Sub-Funds 194,114,097 196,653,699 1.3%
Vehicle Replacement (1120) 4,500,000 4,732,500 5.2%

Sub-Total General Fund Group 198,614,097 201,386,199 1.4%
Transportation Sales Tax (1660) 13,512,235 13,247,233 -2.0%
Highway User Gas Tax (1340) 9,357,635 10,302,762 10.1%
Other Federal & State Grants (1840) 6,579,040 5,807,981 -11.7%
RICO Funds (1860) 2,481,886 2,501,744 0.8%
C.D.B.G. (1320) 3,637,151 3,683,422 1.3%
Home Grant (1300) 1,674,204 1,674,704 0.0%
N'hood Stabilization Pgm Il (1311) 1,100,000 227,300 -79.3%
Neighborhood Stabilization Pgm (1310) 926,259 229,443 -75.2%
All Other Funds 6,949,075 6,092,550 -12.3%

Sub-Total Special Rev Fund Group 46,217,485 43,767,139 -5.3%

Sub-Total Capital Fund Group 3,353 0 -100.0%
Water/Sewer (2360/2400/2420) 50,670,513 51,897,813 2.4%
Landfill (2440) 9,578,913 10,056,926 5.0%
Community Housing Services (2500) 15,891,384 16,047,175 1.0%
Sanitation (2480) 13,467,271 14,135,631 5.0%

Sub-Total Enterprise Fund Group 89,608,081 92,137,545 2.8%
Benefits Trust Fund (2580) 25,450,368 26,825,620 5.4%
Risk Management Self Insurance (2540) 2,934,598 2,951,560 0.6%
Workers Comp. Self Insurance (2560) 2,201,956 2,204,924 0.1%
Fleet Services ( 2590) 9,007,510 9,163,611 1.7%
Technology (2591/2592) 9,885,351 12,530,935 26.8%

Sub-Total Internal Svc Fund Group 49,479,783 53,676,650 8.5%

Grand Total: Operating Budget $383,922,799 $390,967,533 1.8%

Operating Budget Summary

Budgeted operating expenditures include services and programs for the community such as
public safety, community services, economic development, general government and
administration, recreation, street maintenance, and water, sewer, landfill and solid waste
services. While most operating costs are accounted for in the general fund group, some costs
are funded by special revenue funds, such as the state’s Highway User Revenues Fund for street
and traffic maintenance and the dedicated Transportation Sales Tax fund, for transportation
related programs and projects. Enterprise funds account for water, sewer, landfill and solid
waste services, and the internal services group includes employer related benefit funds.
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The General Fund has the largest operating budget, totaling $196.7 million for FY16-17. This is a
slight increase of 1.3% (1.4% including the Vehicle Replacement Fund) over the FY15-16 General
Fund amount of $194.1 million. This increase is due to salary and wage increases as a result of
the recently classification and compensation study. In addition several positions were added in
the Planning, Innovation and Technology, and Public Safety Departments. The Public Safety
positions were also recommended as a result of the service level assessment completed in
spring 2016 for both Police and Fire Services.

The next group is the
special revenue fund
group with a slight
decrease of 5.3% in
budgeted
expenditures for
FY16-17. Significant
changes within the
individual funds
include the Federal
and State Grants
(Fund 1840) operating
budget reductions of
over $700,000 or
11.7%. Budget
appropriation to i

accommodate grant opportunities that may arise during the course of the fiscal year, or those
that have already been awarded to the city is also included within the special revenue fund
group. These grant funds include Other Federal and State Grants (Fund 1840), Neighborhood
Stabilization Program Il (Fund 1311), C.D.B.G. (Fund 1320), Cap Grant (Fund 1820) and the
Emergency Shelter (Fund 1830) and Transportation Grants (Fund 1650) that are included in
Table 2. It is important to note that the city only pursues grant opportunities that are in line
with council goals and objectives and that make strong financial business sense. Grant
appropriation cannot be spent unless the city applies for and actually receives the
corresponding grant monies.

The capital and enterprise fund group did not see any material changes year-over-year in terms
of total operating budget dollars. The total 2.8% increase in budget for the Enterprise Fund
Group can be mainly attributable to the Landfill operations. The increased expenses are a result
of new contracts for services and salary and wage increases. The Internal Service Fund Group
budget increase is primarily attributable to additional Information Technology projects. Table 2
includes a tabular comparison of the departmental operating base budgets over the last two
fiscal years and calculates the percentage change for the department from the prior year
operating base budget.

84



ANNUAL BUDGET BUDGET SUMMARIES
Fiscal Year 2016-2017 Expenditures
Table 2
Operating Budgets by Department (all Funds)

Department Name FY 2016 FY 2017 % Change
Police Services 84,076,267 90,917,718 8.1%
Public Works 69,425,128 71,919,673 3.6%
Water Services 47,500,463 48,503,367 2.1%
Fire Services 45,610,601 45,749,817 0.3%
*Community Services 40,141,377 29,534,885 -26.4%
*Finance and Technology 34,639,485 0 -100.0%
Human Resources & Risk Mgt 32,363,889 33,811,729 4.5%

*Innovation and Technology 0 12,530,935

*Public Facilities, Recreation, & Special Events 0 12,056,223

Non-Departmental 10,226,201 18,076,424 76.8%

*Budget and Finance 0 7,491,408

City Court 4,417,849 5,063,688  14.6%

Development Services 4,372,578 5,156,293 17.9%

*Communications 3,474,896 0 -100.0%

City Attorney 2,944,274 3,263,392 10.8%

*Public Affairs 0 2,213,033

Mayor & Council 1,321,766 1,336,675 1.1%

Economic Development 924,260 999,682 8.2%

City Manager 917,044 974,440 6.3%

City Clerk 566,826 841,880 48.5%

*Intergovernmental Programs 512,016 0

City Auditor 337,879 375,679 11.2%

Miscellaneous Grants 150,000 150,592 0.4%
Total Operating Budget 383,772,799 390,967,533 1.9%

*FY17 New/Reorganized Department

The largest operating budget is Police Services Department, which accounts for $90.9 million or
23% of the total operating budget. This department provides police services and related
support services such as 911 dispatch, short-term detention and records management, and
community education. The Police Department is accredited through the independent
Commission on Accreditation for Law Enforcement.

The next largest operating budget in terms of funding is Public Works Department at $71.9
million, which makes up 18% of the total operating budget. This department is made up of Field
Operations, Engineering and Transportation programs and staff. The airport is a regional
general aviation facility that provides hangar facilities, aviation planning, maintenance, safety
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and educational tours. Among the many services that this department provides are the
following:

e The enterprise funds encompassing solid waste collection, disposal services-including
landfill and processing of recyclable products;

e Building maintenance services for city facilities;

e Fuel and equipment management services, including administration of the vehicle
replacement fund;

e Custodial services and graffiti removal;

e Transit Services

e Street Lighting and Striping

e Airport Operations

e Traffic signs, signals, and street maintenance; and

e Design and construction management for all city capital projects.

The third largest department in terms of funding is Water Services at $48.5 million, which
makes up 12% of the total operating budget. This department is responsible for the enterprise
funds that cover treating and distributing potable water that meets all federal and state
standards, collecting and treating wastewater in compliance with all regulatory requirements,
implementing odor and pest infestation control measures and all meter reading. Environmental
Services provides water conservation programs including the treatment of wastewater for
water reclamation purposes, water quality testing services for the city’s drinking water and
reclaimed water, and long-term water resource planning.

Fire Services accounts for $45.7 million or 12% of the total operating budget. This department
provides fire protection, emergency medical services and natural disaster planning. It also
provides core life safety services involving fire suppression, property preservation, basic and
advanced life support (paramedics), hazardous and technical response teams, fire code
enforcement, fire investigation and child safety car seat installation. The Fire Department is
accredited by the Commission of Fire Accreditation International.

Human Resources & Risk Management totals $33.8 million or 9% of the total operating budget.
The department provides proactive customer service and consultation in the areas of total
compensation, organizational development, employee relations and staffing. This department
also administers the self-insured employee health benefits, risk management and workers’
compensation programs.

The Community Services Department provides the Library and social services to the citizenry.
This department accounts for $29.5 million or 8% of the total operating budget. The library
serves Glendale citizens by providing books, programming, audio-visual materials and electronic
resources that inform, educate and entertain residents. Human service programs provide direct
city services that maintain the quality of life and build stronger neighborhoods for all residents.
Some of the services provided include:
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e Addressing the housing needs of over 4,400 Glendale residents by operating three
public housing complexes and a Section 8 voucher program;

e Providing affordable housing, housing rehabilitation assistance and emergency home
repair for eligible Glendale residents; and

e Administration of the federal Community Development Block Grant (CDBG), the
Community Action Program (CAP) and other related federal programs.

Operating Budgets All Funds

Fire Services Public Works
0,
129% 18%

Water Services

12%
Police Services

23%
Human
Resources
~ & Risk Mgt
Development 9%
Sves \ ~_ Public Facilities
1% 3%
Innovation and/ \_ \_Community
Tech Budget and Other Non- Services
3% Finance Departments Departmental 8%
2% 4% 5% .
° Total $391 million
\ J

The Miscellaneous Grants reduction is the result of the reduction of grant reserve appropriation
that is set aside for smaller, non-recurring type grant opportunities that may arise during the
fiscal year. Over the past three years these types of grant opportunities have declined,
therefore our grant appropriation reserve is being reduced to closer reflect actual grant activity.

A large variance is reported in the Non-Departmental group due to the re-assignment of the
Arena Management Fee to this group from the Finance group in prior years. The remaining
departments in the "Other” category include: Public Affairs, Economic Development, City Court,
City Attorney, Mayor and Council, City Manager, City Clerk, Miscellaneous Grants, and Internal
Audit. These departments make up the remaining $15.2 million or 4% of the total operating
budget.
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Staffing and Personnel

As with any service organization, personnel costs are a significant part of the total operating
budget of the city. In fact, 45% or $177.8 million of the $391 million FY16-17 operating budget
is attributable to wages, salaries and benefits, as shown in Table 3. Approximately 66% of the
General Fund $196 million operating budget is allocated to salaries and related benefits costs.

Table 3
Salaries and Benefit Related Costs by Fund

Total
Other Estimated
Wages & Retirement Healthcare Benefit Personnel
Fund Salaries Costs Costs Costs Compensation
General Fund 88,309,159 23,124,793 12,888,438 5,516,505 129,838,897
Special Revenue 9,698,481 1,690,197 1,800,354 675,018 13,864,050
Enterprise 20,317,315 2,330,406 3,837,815 1,549,524 28,035,060
Other 4,555,263 522,938 685,790 346,095 6,110,086
Total $122,880,218 $27,668,334 $19,212,397 $8,087,142 $177,848,093

Table 4 on the next page, provides a comparison of staffing levels in recent years for all funds
which accounts for all changes in authorized staffing city-wide. For FY16-17 a total of 28.75
Full-Time Equivalent (FTE) positions were added. The bar chart to the below shows the FY16-
17 ratio of 7.5 FTEs per 1,000 in population is less than the 9.1 FTEs per 1,000 in FY07-08.
Schedule 7, found in the Schedules section of this document, provides detail on the city’s
authorized staffing by position.
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Table 4
Staffing Levels by Fund

(Full-Time Equivalents)

Fund 2012-13 2013-14 2014-15 2015-16 2016-17
General-1000 1,096.50 1,010.75  1,158.95 1,143.75 1,168.75
Water and Sewer-2360/2400/2420 242.25 233.25 234.25 235.00 235.00
Police Special Revenue-1700 118.00 111.00 0.00 0.00 0.00
Sanitation-2480 74.00 74.00 71.00 70.00 70.00
Fire Special Revenue-1720 51.00 48.00 0.00 0.00 0.00
Transportation Sales Tax-1660 49.25 49.25 50.25 50.25 51.25
Landfill-2440 39.00 39.00 42.00 44.00 44.00
Highway User Gas Tax-1340 36.00 39.00 40.00 42.00 44.00
General Services-1040 34.00 31.00 31.00 0.00 0.00
Pub Housing Budget Activities-2500 25.00 24.00 24.00 24.00 24.00
Public Safety Training Center-2530 10.00 9.00 9.00 9.00 9.00
C.D.B.G.-1320 8.75 8.75 8.75 8.75 8.75
CAP Grant-1820 7.00 5.50 5.50 5.50 5.50
Parks & Recreation Self Sust-1880 7.00 5.00 5.00 5.00 0.00
Airport Special Revenue-1760 6.00 6.00 6.00 6.00 6.00
Civic Center-1740 5.00 4.00 3.00 0.00 0.00
Risk Management Self Ins.-2540 3.00 0.00 0.00 2.00 2.00
Court Security/Bonds-1240 3.00 3.00 2.00 2.00 3.75
City Sales Tax-Bed Tax-1750 0.00 2.50 2.50 0.00 0.00
Grants-1840 2.00 2.00 27.00 34.00 34.00
Stadium Event Operations-1281 2.00 2.00 2.00 0.00 0.00
Arena Event Operations-1282 2.00 2.00 1.00 0.00 0.00
Telephone Services-1100 1.00 1.00 1.00 0.00 0.00
Arts Commission Fund-1220 1.00 1.00 1.00 1.00 1.00
PC Replacement-1140 1.00 1.00 1.00 0.00 0.00
RICO Funds-1860 0.50 0.50 0.50 1.00 1.00
Workman's Compensation-2560 0.00 0.00 0.00 1.00 1.00
Technology-2591 0.00 0.00 0.00 27.00 30.00
Fleet Services-2590 0.00 0.00 0.00 31.00 32.00
Total 1,824.25 1,712.50 1,726.70 1,742.25 1,771.00
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Fund Summary

Table 5 below outlines the impact of budget decisions on the City’s financial position
highlighting the estimated fund balances for all fund types for FY16-17. Beginning balances for
all funds are estimated at $278.2 million and the ending fund balances are estimated at $122.9
million. As outlined in the financial forecast, planned use of fund balance drawdowns will to
fund significant capital projects and one time expenditures. Significant changes to fund balance
are discussed in the specific fund sections below.

Table 5
Fund Summary

Est. Beg. Fund Adj. Financial Est. Ending
Fund Balance Revenue Expenditures Resources Transfers In Transfers Out  Fund Balance
General Funds 43,849,585 210,547,130 206,386,199 48,010,516 26,686,732 (32,770,731) 41,926,517
Special Revenue 66,854,847 112,554,928 76,858,576 102,551,199 1,099,404 (67,126,321) 36,524,282
Debt Service 6,869,923 20,157,858 54,667,611 (27,639,830) 33,520,336 0 5,880,506
Capital Projects 27,104,515 12,314,146 76,609,590 (37,190,929) 37,400,642 (209,713) 0
Permanent Funds 5,683,583 26,000 5,709,583 0 0 0 0
Enterprise 112,320,081 131,890,496 217,691,791 26,518,786 21,525,651 (20,126,000) 27,918,437
Internal Service 15,491,522 50,214,545 55,076,650 10,629,417 0 0 10,629,417
Total $278,174,056 $537,705,103 $693,000,000 $122,879,159 $120,232,765 = $(120,232,765) $122,879,159

General Fund (Fund 1000) Operating Expenditures

The total General Fund operating budget for FY16-17 is $196.7 million. This budget accounts for
the majority of day-to-day city operations including public safety, development and building
services, parks & recreation services, and general administration of the city.

Police Services, at 43% or
$84.7 million, is the largest
component of the General
Fund budget. It is followed by
Fire Services at approximately
22% or $42.5 million. Public
Facilities and Events
represent 6% or $12 million.
Public Works is at 4% or $8.1
million. These departments
represent 75% of the General
Fund operating budget. The
remaining 25% is represented
by all other departments
detailed below.

7~

General Fund Operating Budget
by Department

Police
Services
43%

Other
25%

Fire Services

Public 22%
Facilities &
Events Public Works
6% 4%  Total $196.7 Million

>
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The Other category includes City Attorney, Human Resources, Mayor and Council, City
Manager, Non-Departmental, Economic Development, City Clerk, Development Services, Public

Affairs, Community Services, Budget and Finance, and City Auditor Departments. The

accompanying graph displays the General Fund budget by department as a percentage of the

whole.

Table 6 compares the FY15-16 General Fund operating budgets by department to FY16-17.

Table 6
General Fund Operating Budget By Dept
FY 2016 FY 2017

Dept Name Budget Budget % Change
Police Services 78,014,086 84,738,048 8.6%
Fire Services 41,665,248 42,560,721 2.1%
Non-Departmental 10,026,202 17,876,424 78.3%
*Public Facilities, Recreation & Special Events 0 11,968,328

Public Works 7,884,531 8,096,952 2.7%
*Community Services 13,916,698 5,878,652 -57.8%
Development Services 4,231,931 4,985,651 17.8%
City Court 3,878,094 4,446,913 14.7%
*Budget and Finance 0 4,267,604

City Attorney 2,944,274 3,263,392 10.8%
*Public Affairs 0 2,213,033

HR & Risk Mgt 1,776,967 1,829,625 3.0%
Mayor & Council 1,321,766 1,336,675 1.1%
Economic Development 924,260 999,682 8.2%
City Manager 917,044 974,440 6.3%
City Clerk 566,826 841,880 48.5%
City Auditor 337,879 375,679 11.2%
*Finance & Technology 21,721,378 0 -100.0%
*Communications 3,474,896 0 -100.0%
*Intergovt. Programs 512,016 0 -100.0%
Total $194,114,096 S 196,653,699 1.3%

*FY17 New/Reorganized Department

General Fund Transfers to Other Funds

The General Fund supports a number of other funds within the city and these transfers
compete with normal operating budget needs for General Fund operating resources. The
amount of support can vary from year to year based on projected revenues and expenditures
for the supported funds, as well as debt service requirements. A transfer out amount of $32.8
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million is projected in FY16-17. A transfer of $19.3 million to the Municipal Property
Corporation debt service fund and another $6.9 million to the Excise Tax Debt Service Fund are
both to cover principal and interest payments related to several capital projects such as the
Glendale Media Center and Expo Hall, Convention Center and Parking Garage in the west area,
infrastructure for the Zanjero development, the Gila River Arena, a portion of the Glendale
Regional Public Safety Training Center and the Camelback Ranch spring training ballpark.
$900,000 will be transferred to the Transportation Fund and is maintained annually per the
2001 election approving the transportation sales tax. Other transfers help to offset operations
of the Airport (5135.105), and CAP and Housing Grant Funds ($450,862).

Transfers between funds are detailed in Schedule 4 of the Schedules section of this document.

Transportation Fund Expenditures

The Transportation Fund
includes operating, capital and
debt service expenses related
to providing a range of
Operating transportation services in
39% accordance with the ballot
initiative that Glendale voters
approved in a 2001 election.
Total FY16-17 expenses are
budgeted at $13.2 million for
operations. This includes
services for transit such as
dial-a-ride and fixed route bus

4 N\
Transportation Fund Budget

Capital
40%

Debt lines. $13.8 million is planned
Service for Capital Improvements and
L 21% )} Transportation Debt Service is

estimated at $7.1 million.

Airport Fund Expenditures

The Airport Fund operating budget is $680,884. It is funded by airport revenues of $545,779
with the remaining $135,105 covered through a transfer from the General Fund. Much of these
appropriations fund daily operations at the airport, including fulfilling FAA safety regulations.

Continuing efforts to develop more revenue sources, coupled with prudent cost control
measures, have brought the airport much closer to self-sufficiency when comparing revenue
and expenditures. Once runway and facility improvements are completed, and the economy
fully recovers, staff believes the Glendale Airport will attract more corporate jet customers.
When these improvements are coupled with uses from professional football, hockey and
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baseball spring training, as well as other major national events occurring in Glendale, the city’s
airport is expected to be a fully self-sustaining transportation hub for the West Valley.

Water/Sewer Fund Expenditures

In Arizona’s desert s N
environment, water treatment Water/Sewer Fund Budget

and delivery is one of the most

essential services the city Capital

provides. Glendale is fortunate 56%

to have reliable, long-term
sources of water from the Salt
River Project, the Central
Arizona Project (Colorado
River water) and groundwater.
Although water from these
sources is becoming more
expensive to obtain and treat,

Operating

Contingency 31%

Glendale water rates are Debt
1%
reasonable when compared to Service
both local and national 12%
standards. \ J

The operating budget for this fund is $51.9 million for FY16-17. Customer and Environmental
Services are budgeted at $3.8 million and service both water and wastewater customers. Nearly
$12.1 million is budgeted for wastewater/reclamation operations and maintenance. This
includes operating two treatment plants and participation in the regional sewer treatment
facility that the City of Phoenix operates through the Sub-Regional Operating Group (SROG).
Water operations are budgeted at $20.5 million and include Pyramid Peak, Cholla, and Oasis
Water Treatment facilities. This budget also maintains the city’s irrigation system and purchase
of raw water for treatment; administration; pretreatment; storm water; and security account
for the remaining budget.

Significant capital projects are planned for FY16-17 and they account for the $91.9 million in
capital expenditures. Debt service is budgeted at $20.2 million is for capital projects completed
in past fiscal years. The Capital Improvement Plan of this book includes project descriptions and
detailed cost estimates for all planned water and sewer capital projects. Contingency
appropriation is budgeted at $2 million, is supported by fund balance and will be used at the
direction of City Council for any unplanned emergencies or if any capital construction projects
get ahead of schedule.
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Landfill Fund Expenditures

The total FY16-17 operating budget for the Landfill Fund is $10.1 million. Landfill operations
total $S4.6 million, the materials recycling facility accounts for $2.7 million and other recycling is
S1 million, which combined accounts for nearly 80% of the operating budget. The remaining
$1.8 million is for solid waste administration and landfill gas management.

The FY16-17 capital budget totals S8 million and will be used primarily to pay for a scale house,
road relocation and soil excavation costs. The fund also has a $500,000 contingency
appropriation to be used at City Council discretion for emergencies. The recycling program has
been in operation for just over a decade and includes the recycling education and inspection
programs and the full cost of the materials recycling processing facility. Recycling accomplishes
a number of objectives such as improving the environment by extending the life of reusable
resources, extending the useful life of Glendale’s landfill, and generating revenue from the sale
of reusable materials.

Solid Waste Fund Expenditures

a )
The total operating budget for Solid Waste Fund Budget
FY16-17 is S14.1 million,
relatively unchanged from
FY15-16. Residential curb
service includes trash,
recycling and loose trash
collection and accounts for )
$10.5 million or 74% of the Capital
operating budget. The 17%
commercial front-load and
roll-off divisions account for
another $3.6 million.

Operating
83%

\o _J
The FY16-17 capital budget includes $3 million, mainly for the purchase of side load refuse

trucks and replacement pickup trucks. There is no Solid Waste Fund debt service budget as all

capital items have been financed with cash or an operating lease rather than long-term bond
debt.

Benefits Trust Fund Expenditures

The Benefits Trust Fund is used to track city and employee health care contribution payments
and to pay health insurance policy premiums and claims for employees and retirees. This fund
currently administers the medical, dental, life insurance and vision plans and coverage for both
premiums and claims related expenses. The fund has an operating budget of $26.8 million for
FY16-17.
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Capital Improvement Plan Expenditures

The total capital budget for FY16-17 is
$194.4 million. Of this, $72.1 million is
carryover funding from the prior year. The
annual budget appropriation for FY16-17
represents the first year of funding of the
ten year Capital Improvement Plan (CIP).
Transportation and Street projects total
$57.9 million, representing 30% of the
Capital Improvement budget. Water and
Sewer projects total $91.9 million and
account for 47% of the CIP budget. For
more details, please refer to the Capital
Improvement Plan section of this
document.

The carryover funding of $72.1 million represents projects that have been budgeted in prior
years, but not yet completed. New project funding for the FY16-17 CIP totals $122.2 million.
The majority of the CIP is pay-as-you-go, and funded with fund balance or current revenues.
Significant projects include major street overlay and reconstruction, and a variety of utilities
improvements and system maintenance.
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Debt Service Expenditures

The city of Glendale has a formal Debt Management Plan (DMP) that is produced as a separate
document from the annual budget book and was last updated in December 2013. The purpose
of the city’s DMP is to manage the issuance of the city’s debt obligations within the city’s
financial policies, the legal framework governing municipal debt and the bond covenants
established for prior issuances. This plan also includes an assessment of the city’s ability to
incur new debt and other long-term obligations within the same limits at favorable interest
rates.

Analysis of the city’s debt

. *Moody's A2 position is essential as
GO Bond Ratings eStandard & Poor's A+ planned future capital

projects could result in the

S ————————
~ Senior Lien Excise Tax  |QVEees A2 need for additional capital
Revenue Bonds ~eStandard & Poor's AA+ financing. Decisions
e ‘ regarding the use of debt
eMoody's A2 will be based in part on the
Tax Revenue Bonds ~eStandard & Poor's AA long-term needs of the city,
the limitations mentioned
Moody's Al above and discussed in
e AA more detail in the material
5 following this section, and
«Moody's A2 the amount of cash that
Bonds oStandard & Poor's AA can be dedicated in a given
,  Bomds ] fiscal year to capital outay.
: . Glendale’s recent efforts to
~ Transporation Excise Tax |QLEENE A2 2 discipline, systematic
Revenue Bonds eStandard & Poor's AA

approach to debt
management has produced
improved credit ratings. During the previous fiscal year, the city’s bond ratings improved across
the board.

The city has instituted a conservative plan of finance for capital projects. The main objectives of
that plan are:
e Evaluate all possible funding mechanisms to ensure that the City will receive the best
possible terms and conditions on transactions
e To utilize debt structures which match the useful lives of the projects being financed or
fall within accepted maturity guidelines
e To utilize revenue-based bond issues, where feasible, e.g. water and sewer and street
and highway user bonds
e To utilize excise tax secured bond issues when appropriate
e Tofinance, on a general obligation basis, the majority of the remaining projects

96



ANNUAL BUDGET BUDGET SUMMARIES
Fiscal Year 2016-2017 Expenditures

The DMP states that the city’s direct net tax-supported debt should be maintained at a level
considered manageable by the rating agencies given current economic conditions. Measures of
economic conditions include per capita income for Glendale residents and the assessed
valuation of property within the city’s corporate limits.

a N
FY 2017 Debt Service by Type

G.O.
28%

Water & Sewer
27%

M.P.C.

; 26%
Transporation

10% Excise

9% Total S74.8 Million
\ 4

Budgeted Debt Service for FY16-17 totals $74.8 million. The largest type of debt service is
General Obligation (GO) Bonds totaling $21.3 million or 28% of total debt service. General
Obligation debt is serviced and paid for from secondary property tax levies. Other debt includes
Municipal Property
Corporation Debt (MPC)
debt service totaling $19.2
million, Excise Tax Debt
Service totaling $6.9
million. The MPC and Excise
Tax debt is serviced directly
from General Fund
revenues. On the next page,
i Table 1 represents the 5-
Year Debt Payment
Schedule.
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Table 1
5-Year Debt Payment Schedule

Final
Payment
Date

Payments** Payments** Payments** Payments** Payments**
FY16-17 FY17-18 FY18-19 FY19-20 FY20-21

Bond Description

MPC Tax Funded Debt (Fund 1940)

Existing
MPC Bonds - Series 2003B - T axable 82,584 82,584 82,584 82,584 82,584 2033
MPC Bonds - Series 2008A 1,519,800 1,523,600 - - - 2018
MPC Bonds - Series 2008B - T axable 4,298,226 4,296,809 4,291,034 4,290,460 4,293,808 2033
MPC Bonds - Series 2012A* 2,506,300 2,203,050 2,439,550 1,104,750 1,359,750 2021
MPC Bonds - Series 2012B* 1,981,000 1,981,000 1,981,000 1,981,000 4,196,000 2033
MPC Bonds - Series 2012C* 8,670,250 8,670,250 8,670,250 8,670,250 12,630,250 2038
MPC Bonds - Series 2012D* 192,943 192,943 2,237,943 4,578,750 - 2020

MPC Tax Funded Debt Total 19,251,103 18,950,235 19,702,361 20,707,794 22,562,392

Excise Tax Funded Debt (Fund 1950)

Existing
Excise Tax Debt Bonds - Series 2015A* 5,021,500 6,136,500 10,150,750 10,246,500 10,319,500 2031
Excise Tax Debt Bonds - Series 2015B* - Taxable 544,271 544,271 544,271 544,271 544,271 2033
Excise Tax Debt Bonds - Series 2016* 1,349,750 1,349,750 2,864,750 2,864,300 2,867,500 2033

Excise Tax Funded Debt Total 6,915,521 8,030,521 13,559,771 13,655,071 13,731,271

Property Tax Funded Debt (Fund 1900)

Existing
General Obligation Bonds - Series 2003 86,700 4,421,700 - - - 2018
General Obligation Bonds - Series 2006 A 2,259,513 - - - - 2017
General Obligation Bonds - Series 2007 4,707,300 4,709,250 - - - 2018
General Obligation Bonds - Series 2009B - Taxable 3,614,925 3,588,125 3,559,400 3,533,275 3,504,225 2030
General Obligation Bonds - Series 2010* 7,832,800 2,912,800 5,007,800 4,442,800 3,505,300 2022
General Obligation Bond - Series 2015* 1,497,750 2,597,750 9,493,750 10,052,150 10,990,350 2022
General Obligation Bond - Series 2016A 656,826 548,625 548,625 548,625 548,625 2036
General Obligation Bond - Series 2016B - T axable 335,302 1,100,066 592,438 621,839 629,606 2027

Property Tax Funded Debt Total 20,991,115 19,878,316 19,202,013 19,198,689 19,178,106

Water & Sewer Revenue Funded Debt (Fund 2380)

Existing
Subordinate Lien W&S Rev Bonds - Series 2007 2,325,750 - - - - 2017
Subordinate Lien W&S Rev Bonds - Series 2008 3,190,800 3,192,800 - - - 2018
Subordinate Lien W&S Rev Bonds - Series 2010 1,638,858 1,638,858 1,638,858 1,638,858 1,638,858 2030
Senior Lien W&S Bonds - Series 2012* 7,850,050 7,853,050 7,851,800 7,481,000 6,813,500 2028
Senior Lien W&S Bonds - Series 2015* 5,120,525 9,955,525 15,957,125 15,960,625 15,956,375 2028
Water & Sewer Revenue Funded Debt Total 20,125,983 22,640,233 25,447,783 25,080,483 24,408,733

Transp. Sales Tax Rev Funded Debt (Fund 1970)

Existing
Transp Sales Tax Obligations Bond - Series 2007 4,548,850 4,551,350 4,549,850 4,548,250 315,450 2032
Transp Sales Tax Obligations Bond - Series 2015* 2,595,150 2,595,150 2,595,150 2,595,150 6,495,150 2031
Transportation Sales Tax Funded Debt Total 7,144,000 7,146,500 7,145,000 7,143,400 6,810,600

Total Debt Service Payments (All Funds) $ 74427721 $ 76645804 $ 85,056,927 $ 85785435 $ 86,691,102
* Refunding

** Does not include fees
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SECONDARY PROPERTY TAX FUNDED DEBT

Secondary property tax revenue is restricted solely to paying General Obligation (G.0.) debt
service. There are three components that need to be measured before additional G.O. bonds
can be issued. First, sufficient voter authorization is needed for each project category in which
bonds will be issued. Second, G.O. bond issuance must be in compliance with the Arizona
Constitutional debt limitation for the 6% and 20% categories. Last, city policy states that the
G.O. debt service fund balance will be at least 10% of the next fiscal year's property tax
supported debt service. This policy applies to each of the first five years of the G.0. funded

capital plan.

Voter Authorization

Under Arizona State law, cities can
obtain long-term financing through
the use of G.O. bonds only with the
approval of voters. On November 2,
1999, the City Council placed on the
ballot a variety of proposed capital
improvements recommended by the
Citizen Bond Election Committee
resulting in voters approving $411.5
million of bonds requested. In 2006,
City Council established an Ad-Hoc
Citizens Bond Election Committee to
consider whether additional
authorization was needed to support
the Council approved FY07-16 CIP. On
May 15, 2007, voters approved $218
million of the $270 million bond
request recommended by the 2006
Ad-Hoc Citizen Bond Election
Committee.

Remaining G.O. Bond Voter Authorization

July 1, 2016

; Public Safety |
————— —

Flood Control |

*$104,473,000
*$15,540,000
*$17,096,000
350,533
$13,721,000
*$6,750,000
*$22,047,000
#$30,200,000
*$50,525,000
*$14,637,000

#$10,032,000

1 Bonds can be issued as G. O. Bonds, Revenue Bonds or both.
2 Streets/Parking voter authorization can be used for Street Revenue

Bonds that are repaid with HURF.
-

The time between bond elections depends on how much the voters approve in a given election
and how many capital projects are initiated. Bond sale proceeds must be used for the purposes
specified in the bond authorization election. Remaining bond funds in one bond category may
not be used to fund projects in another bond category.

The remaining authorization totals $335.6 million and reflects unused authorization from the
1981, 1987, 1999 and 2007 bond elections. Voter Authorization is sufficient for the first five
years of the CIP plan. However, according to the current CIP plan, a bond election will be
needed before bonds can be sold to complete the list of projects in the last five years of the
plan for the Parks and Flood Control G.O. funds.
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General Obligation Debt Limitations and Assessed Valuation

Arizona’s State Constitution limits G.O. bonded indebtedness to 6% or 20% of the city's total

limited property value of the taxable property in that city. The City has recently retired all of the
6% category G.O. bonds.

G.O. projects in the 20% category are

e B ™

Water, sewer, storm sewers (flood control facilities) and artificial light when controlled by the municipality;

Open space preserves, parks, playgrounds and recreational facilities;
Public safety, law enforcement, fire and emergency services facilities; and
Streets and transportation facilities.

G.O. projects in the 6% category are:

N —b

Economic development,

Historic preservation and cultural facilities,
General government facilities, and
Libraries.

LT AT LT LT LT

Table 2 reflects the city’s G.O. bond debt limitation as of July 1, 2016.

Table 2
Constitutional Debt Limitation
(All Dollars in Thousands)

Water, Sewer, Flood
Control, Streets, Traffic,
Light, Parks and Open Space

General Municipal
Purpose Bonds

6% Limitation' $70,385  20% Limitation™? $234,618
Less Direct Bonded Debt Less Direct Bonded Debt to

to be Outstanding S0 be Outstanding $135,130
Unused 6% Borrowing Unused 20% Borrowing

Capacity $§70,385  Capacity $99,488

1 Based on 2017 limited assessed value 0f 51,173,091

2 public safety, streets, parking and transportation facilities debt prior to Prop. 104 is included in the 20%
category

Capacity is expected to increase as outstanding principal payments are made and as property
values increase. Table 3 shows that with no planned bond sales in the first five years of the
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plan, capacity in both categories is expected to rise. Currently, the city has no outstanding debt
in the 6% category. In FY15-16 the city issued additional bonds in the amount of $27.2 million
for the parking lot at Westgate.

Table 3
Projected G.O. Debt Capacity

(All Dollar in Thousands)

L . 5 Projected
. Limitation Outstanding Debt L.
Fiscal Remaining
Year Projected1 Limited (A) () Capacity (A-B)

Property Value 6% 20% 6% 20% 6% 20%

2017 $1,173,091 | $70,385 | $234,618 S0 | $135,130 | $70,385 | $99,488
2018 $1,208,284 | $72,497 | $241,657 SO | $120,000 | $72,497 | $121,657
2019 $1,244,532 | S$74,672 | $248,906 S0 | $105,190 | $74,672 | $143,716
2020 $1,281,868 | $76,912 | $256,374 S0 | $90,500 | $76,912 | $165,874
2021 $1,320,324 | $79,219 | $264,065 S0 | $75,180 | $79,219 | $188,885

'FY 2016 figure reflects tax year 2015 actual limited property value.
20utstanding debt refers to the debt on the principal balance only.

The largest factor contributing to the steep decline in debt capacity between FY08-09 through
FY13-14 was the change in assessed valuation over the same period. After more than doubling
since FY03-04, assessed valuation reached its peak in FY08-09 (2006 real estate market) at just
under $2.2 billion. As the recession continued, property values sharply declined, limiting the

amount of secondary property tax revenues.

The chart provides
a graphical view of
historical assessed
valuation changes
between FY03-04
and FY16-17 as
well as future
valuations,
projected to grow
3% per year for
FY17-18 through
FY23-24.

Dollars
(in Millions)
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Secondary Property Tax Rate

For the FY16-17 budget, the total property rate was decreased to $2.1490 from the prior year
rate of $2.1965. The FY16-17 city’s primary property tax rate is $.4792 per $100 of assessed
valuation and the secondary property tax rate is $1.6698 per $100 of assessed valuation. The
Council voted to not increase the secondary property tax rate in FY16-17, the secondary
property tax rate will continue to be reviewed annually with Council to ensure a five year
balanced capital plan and may vary annually depending on secondary debt service needs.

Prior to FY15-16, the secondary property tax levy was based upon the net secondary assessed
value of Glendale properties. Due to the passage of Proposition 117, FY16-17 is the second
fiscal year in which the secondary property tax levy is based on limited property value of
Glendale properties which is the basis for the primary property tax levy. The secondary
property total levy increase from $19,268,783 to $19,587,858 is based the approximate values
of new construction.

The chart represents
all outstanding G.O.

Bond principal and ®Principal  Interest
interest by year. As os TTT
noted, considerable
amounts of debt are
paid off in the earlier oz T
years of the forecast,

G.0 Bonds Outstanding

$20,000,000

freeing up debt AR

capacity for future S2TInaT

bond issues and new

capital "5 223333 388333 38 33388
. t 5 5 2 ¥ 8 & 48 8B 2 2 5 5 B2 B B EE 4 3 g
improvements.

Table 4 summarizes annual debt service requirements for existing bonds outstanding and
reflects:
e the Build America Bond (BAB) subsidy related to the G.O. bonds sold in 2010; and
e the development impact fee Citywide Recreation Facilities Fund (Fund 1480) debt service
contributions related to the Foothills Recreation and Aquatic Center that was funded
with proceeds from the 2004 G.O. bond sale.

The BAB subsidy and development impact fee debt service contributions directly reduce the
debt service to be covered by secondary property tax revenue. The G.O. Debt Service Fund
balance will be used to cover the overall shortfall between the total annual resources and the
annual debt service.
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(All Dollars in Thousands with Exception of Tax Rate)

Table 4
Assessed Valuation & Tax Rate, Resources and Debt

. Primary Estimated | Estimated Builf:l Fund Total
Fiscal Secondary|Secondary| America Total
Year Assess.ed Property | Property Bond 1480 DIF Resources Det?t
Valuation Tax Rate | Tax Rev. Subsidy Payment Service
2017 |S$1,173,091 $1.6698 | $19,588 $593 $211 $20,392 | 521,888
2018 (51,208,284 | $1.6284 | $19,676 $566 $152 $20,394 | $21,332
2019 | 51,244,532 $1.5810 | $19,676 $537 $160 | $20,373 | $19,832
2020 | 51,281,868 $1.5349 $19,675 $505 S60 | $20,240 | 519,833
2021 | 51,320,324 | $1.4902 $19,675 $472 $60 | $20,207 | $19,833

EXCISE TAX FUNDED DEBT

Council’s Capital Assets and Debt Management financial policies for excise funded debt states
that debt service will not exceed 10% of the 5-year average of the General Fund operating
revenue. Excise tax funded bonds under this category include Municipal Property Corporation
(MPC) bonds. While the city currently is not in compliance with the 10% guideline as explained
above, the policy is a very important goal for the city to attain and will be evaluated for
compliance annually. The chart represents all outstanding MPC and Excise Bond principal and

interest.

Excise Tax and Municipal Property Corporation Bonds

The city of Glendale
currently has three
Excise Tax Bonds.

The city of Glendale
currently has seven
MPC issuances, five of
which are senior lien
obligations and twp
subordinate MPC
bonds. Excise 2016
Bonds were issued on
June 1, 2016 to refund
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In addition to the City’s financial policies on Debt management, the bond covenants restrict the
amount of additional bonds that may be issued based on the ratio of unrestricted excise tax
revenue to maximum annual debt service on excise tax bonds. The city’s bond covenant for
senior lien excise tax debt is unrestricted excise tax revenue of at least three times the
maximum annual debt service. The covenant is revenues of two times the maximum annual
debt service on combined senior and subordinate liens.

Unrestricted excise tax is defined as all excise, transaction privilege, franchise and income taxes
that the City collects or may collect in the future, and which are allocated or apportioned to the
City by the State. Exceptions are any excise, transaction privilege, franchise and income taxes
that Arizona law restricts for other purposes such as the motor vehicle fuel tax, or taxes that
have been approved at an election within the City and are restricted to certain uses such as the
City’s existing public safety tax and transportation sales tax. This means General Fund revenues
normally allocated for operating budget purposes must be allocated for excise tax debt service.
Currently, and in past fiscal years, the General Fund operating budget contribution, backed by
unrestricted excise taxes, is reflected as a transfer from the General Fund to the excise tax debt
service fund in Schedule 4. For FY16-17, the General Fund transfer to the Excise tax and M.P.C.
debt service fund is budgeted at $26.2 million. Table 5 indicates the city has potential excise tax
bond capacity given coverage ratios in excess of the minimum required, additional issuances of
excise tax bonds that increase outstanding debt service would further strain the overall General
Fund operating budget.

Table 5
Excise Tax Debt Service

Senior Subordinate

Unrestricted Lien Debt Lien Debt Total Excise | Senior |Subordinate

Fiscal | Excise Tax Service Service Debt Service | Covenant | Covenant

Year (A) (B) (€) (B+C) (A/B) (A/(B+C))
2017 | 159,855,843 17,303,431 8,863,193 | 26,166,623 9.24 6.11
2018 | 162,510,119 18,117,563 8,863,193 | 26,980,756 8.97 6.02
2019 | 167,808,951 22,353,939 10,908,193 33,262,131 7.51 5.05
2020 | 171,961,132 21,113,864 13,249,000 | 34,362,864 8.14 5.00
2021 | 174,872,779 23,663,413 12,630,250 36,293,663 7.39 4.82

! current yearis budgeted, future years are from the 5-year forecast

Inter-Fund Transfer

Appropriated inter-fund transfer requests are a necessary mechanism for one fund to

appropriately support the operations of other funds. For example, a budgeted transfer from the
Transportation Sales Tax Fund to the Transportation Capital Projects Fund is necessary to fund
related capital outlay. As requested by council, the FY16-17 budget also includes maintenance
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of effort transfers of $1,013,088 from the General Fund to the Enterprise Funds to support their
operations. This is an increase from the FY15-16 $600,000 transfer. Inter-Fund Transfers for the
FY16-17 budget total $120.2 million.

Table 6
Excise Tax Debt Service to Ongoing
Revenue
Ongoing GF | MPC & Excise | Debt Service | Table 6 shows the debt service on excise
Revenue Tax Debt to Revenue | tax funded debt obligations for FY16-17
Fiscal Year (A) Service (B/A) through FY20-21 compared to ongoing
2017 210,277,130 26,166,623 12.4% general fund revenue. As previously
2018 211,630,998 26,980,756 12.7% stated Glendale does not currently
2019 217,766,991 33,262,131 15.3% comply with the 10% guideline set forth
2020 222,779,187 34,362,864 15.4% in the Capital Asset and Debt
2021 226,574,446 36,293,663 16.0% Management financial policy.
Table 7
Excise Tax Debt Service to Unrestricted
Revenue
Table 7 shows the percentage of Unrestricted | MPC & Excise | Debt Service
unrestricted excise tax revenues Excise Tax Tax Debt to Revenue
versus the MPC and Exci.se I?ebt and Fiscal Year (A) Service (8/A)
the percent of those obligations. In 2017 159,855,843 26,166,623 16.4%
_ 0,
FY16-17, 16.4% collected of sales. 2018 162,510,119 26,980,756 16.6%
taxes and state shared revenues is 2019 167,808,951 33,262,131 19.8%
used to pay debt. 2020 171,961,132 34,362,864 20.0%
2021 174,872,779 36,293,663 20.8%

WATER & SEWER REVENUE FUNDED DEBT

The city may sell bonds that pledge water/sewer utility revenues as payment for debt service.
Water/sewer revenue bond sales are limited by Ordinance 1323 New Series (adopted in 1984)
and Ordinance 1784 New Series (adopted in 1993). Glendale’s bond covenant states that net
utility revenue (i.e. revenues less operating costs) will be at least 1.2 times the maximum debt
service due in any succeeding fiscal year; this is known as the bond debt service coverage ratio.
Adjustments in net revenue may be made in some circumstances; restatement of debt service
on variable rate and certain other types of debt is permitted; and refunding and compound
interest bonds may be issued under different tests.

Currently there is $10 million remaining in water/sewer voter authorization that can be utilized
for new water/sewer revenue or G.O. bonds.
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The chart represents

all outstanding
Water and Sewer
Bond principal and
interest

Table 8, includes
water and sewer
operating revenue,
operating and
maintenance
expenses, existing
debt service and th
resulting coverage
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ratio of operating net revenue to debt service. Due to the recent deferral of non-essential
growth related projects, prepayment and/or restructuring of water and sewer debt, and
optimization processing efforts that have resulted in cost savings, a 1.55 coverage ratio is
projected for FY16-17 without a rate increase. This projection will be revisited annually to
account for any significant changes in assumptions about costs and revenues.

Table 8
Water & Sewer Revenue Funded Debt

Revenue to
Fiscal Oand M Net Debt Service
Year Revenue Expenses Revenue |Debt Service Ratio
2017" 83,019,500 | 51,897,813 | 31,121,687 | 20,125,983 1.55
2018 80,573,258 | 49,011,197 | 31,562,061 | 22,640,233 1.39
2019 80,878,395 | 50,189,904 | 30,688,491 | 25,447,783 1.21
2020 81,183,897 | 51,400,895 | 29,783,002 | 25,080,483 1.19
2021 81,470,320 | 52,645,215 | 28,825,105 | 24,488,733 1.18

Yexcludes 1-x Pass through revenue from the City of Peoria (58M)

There is no rate adjustment recommended in FY16-17 for the water/sewer enterprise fund. This
recommendation is based on the annual update of the individual rate models for each of the
enterprise funds that are used to develop a balanced capital plan for each operation.

Overall, this rate recommendation is the result of:
e The prepayment and/or restructuring of water/sewer debt

e The deferral of non-essential growth-related capital projects

e Continuation of critical repair, maintenance and replacement of existing capital assets

such as underground pipes
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e Continuation of capital projects that ensure compliance with applicable federal, state
and county regulations

e Ongoing improvements in operational efficiencies to minimize cost increases related to
fuel, equipment and electricity.

HURF REVENUE FUNDED DEBT

HURF Revenue Bonds

HURF bond-funded projects require voter authorization (either for HURF revenue bonds that
are secured by and paid for from HURF revenues, or for streets/parking G.O. bonds that are
secured by property taxes but may be paid from HURF revenues). HURF voted revenue bonds
do not affect the city's G.O. debt limitation. By state law, when a city sells a HURF revenue
bond, the maximum projected annual total debt service payment cannot exceed one-half of the
previous year’s revenue allocation. In FY15-16 the final debt service payment was paid. There is
currently $50.5 million in remaining voter authorization for the Streets/Parking category.

TRANSPORTATION SALES TAX FUNDED DEBT

Transportation Sales Tax Revenue Obligations

Transportation sales tax revenue currently supports the debt service for a FY07-08 revenue
bond obligation. A minimum debt coverage ratio of 2.0 was established at the time of the FY07-
08 issuance. Voter authorization is not required for Transportation Sales Tax Revenue
Obligations. The chart represents all outstanding Transportation Bond principal and interest.
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Table 9 summarizes annual revenue expected from the designated sales tax, future bond sale
amounts, existing and proposed debt service, and the resulting coverage ratio. The table shows
that the transportation sales tax revenue to debt service ratio meets the 2.0 coverage
requirement established in FY07-08.

Table 9
Transportation Revenue Bonds
Transportatio
Fiscal | n SalesTax |Existing Debt Total Annual
Year Revenue' Service Debt Service |Coverage
2017 $26,217,441 | $7,144,000 | $7,144,000 3.67
2018 $26,969,044 | $7,146,500 | $7,146,500 3.77
2019 $27,743,195 | $7,145,000 | $7,145,000 3.88
2020 $28,274,779 | $7,143,400 | $7,143,400 3.96
2021 $28,545,887 | $6,810,600 | $6,810,600 4.19

current year budget, future years - 5 year forecast.

Please see the Glendale Onboard Annual Report for more information on the City’s long term
Transportation Program. For a summary of all FY16-17 debt service obligations please see
Schedule 8: Debt Service.
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Performance Report

Mayor’s Office Council Office

$368,222 4 FTEs $968,453 11 FTEs

The Mayor and City Council constitute the elected legislative and policy making body of the city.
The Mayor is elected at-large every four years. Councilmembers also are elected to four-year
terms from one of six electoral districts in Glendale. One of the highest priorities of the Mayor
and Council is to involve the public in their decision making process through public
participation. They regularly appoint citizens to 17 advisory boards and commissions and often
form public committees to address specific citywide issues.

The Mayor and Council each become involved in the support and economic development of
Glendale’s six districts. Councilmembers host meetings in their districts or meet with small
groups of citizens throughout the year to resolve local issues. These meetings ensure citizens
are informed on projects in and around their neighborhoods and businesses and give the
Council input from their constituents. The Mayor and Council also communicate with citizens
through electronic media such as websites, electronic bulletins and programming on Glendale
11, the city’s cable station.

The Mayor and Council represent Glendale as members and leaders on numerous city, regional,
and national organizations and committees. City staff that support the Mayor and Council work
closely with constituents to resolve any issues or questions they have about city programs and
services.

Operating Budget

The total City Operating Budget

. . Operating Budget All Mayor & Council

is $391 million. The . i s S cen Tik

departmental operating budget $390,967,533

is comprised of three categories: '"tegg“s' oo

8 Internal services = internal .

Operating

charges for technology, $253,056
insurance, workmans
compensation, indirect _—
charges, etc. $1,014,865

(L) Operating = operating and
contractual costs
83 salary = salary and related

costs
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City of Glendale - City Council - Key Priorities

The Mayor and City Council determine priorities that guide the future vision and policy
direction for the city. As such, they are committed to forming the policies necessary to
accomplish these priorities:

) Transparency

«Transparency in all we do as City Council members in order to continue building trust
with the community, staff and each other as a policy body. The openness of policy
discussion is also reflected in the variety of rules and guidelines adopted by the City
Council with the obligation that all adhere to that guiding principle.

) Fiscal Sustainability

<Fiscal Sustainability is always a standing goal for the City as a matter of course. It rises
to a Key Priority level in the face of major fiscal concerns and recovery strategies. The
2016 — 2017 Budget will move the City in a very positive direction toward sustainability.

) Economic Development .

<Economic Development is acknowledged as a key element of fiscal sustainability. It could
easily be a subset of that priority. However, the level of significance of a strong economic
development effort is seen by the City Council as an item that warrants its own special
focus for policy level support. This is a critical component of the fiscal recovery process.

+Signature Events are seen as defining elements for Glendale’s regional identity. Failure
to present expected celebrations that have long drawn crowds to downtown Glendale will
have substantial impact on the community well-being, economics of shop owners and
ability to attract commerce. This will require the City Council attention to the policies
needed to encourage long planned Centerline activity to expand the capacity of
downtown.

<Creative, Tnnovative, Efficient Systems and processes will continue to gain the highest
level of service given the limitations of budget capacity. Staff talent and comment will
continue to be the critical element of customer service despite difficult financial
challenges.

) ontinuous business PolIcy Improvemen |

«Continuous Business Policy Tmproverrient to assist Mayor and City Council in establishing
policy necessary to continually improve the business and citizen attraction to the
downtown core and Centerline.

) Public Safety |

<Public Safety — Prepare a five-year Public Safety plan to ensure public safety capacity to
provide a level of service that is consistent with the needs of the community, the
budgetary capacity and the standards of performance in generally acceptable national
guidelines. Encourage innovation and the application of creative new approaches, where
necessary and applicable.
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Fiscal Year 2016-2017 Mayor and Council
MAYOR AND CITY COUNCIL
MAYOR ROLLUP
FUND & DEPARTMENT NUMBER FY 2015 FY 2016 FY 2016 FY 2017 Percent Over
BUDGET BY PROGRAM Actual Budget Estimate Budget FY 2016 Budget
(1000-10010) Office of the Mayor $266,678 $391,288 $390,338 $368,222 -6%

\ Total - Mayor | $266,678 $391,288 $390,338 $368,222 -6%

FY 2015 FY 2016 FY 2016 FY 2017 Percent Over
TYPE OF EXPENDITURES Actual Budget Estimate Budget FY 2016 Budget
(A6000) Salary & Related Budget $245,166 $343,874 $343,874 $307,960 -10%
(A7000) Non-Salary Operating Budget $18,495 $42,673 $41,723 $40,873 -4%
(A7500) Premiums/Controlled Budget $3,017 $4,741 $4,741 $19,389 309%

Total - Mayor $266,678 $391,288 $390,338 $368,222 -6%

FY 2015 FY 2016 FY 2016 FY 2017 Percent Over
STAFFING BY PROGRAM Actual Budget Estimate Budget FY 2016 Budget
(1000-10010) Office of the Mayor 3 4 4 4 0%

Total -Mayor 3 4 4 4 0%
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Fiscal Year 2016-2017 Mayor and Council
MAYOR AND CITY COUNCIL
COUNCIL OFFICE ROLLUP
FY 2015 FY 2016 FY 2016 FY 2017 Percent Over
BUDGET BY PROGRAM Actual Budget Estimate Budget FY 2016 Budget
(1000-10110) Council Office $415,195 $418,168 $418,168 $434,003 4%
(1000-10120) Cholla District $87,276 $91,137 $91,137 $91,217 0%
(1000-10130) Barrel District $70,242 $82,411 $82,411 $85,908 4%
(1000-10140) Sahuaro District $72,547 $87,418 $87,418 $95,665 9%
(1000-10150) Cactus District $87,144 $87,418 $87,418 $91,210 4%
(1000-10160) Yucca District $76,112 $81,963 $81,963 $85,225 4%
(1000-10170) Ocatillo District $87,654 $81,963 $81,963 $85,225 4%
Total - Council Office $896,170 $930,478 $930,478 $968,453 4%

FY 2015 FY 2016 FY 2016 FY 2017 Percent Over
TYPE OF EXPENDITURES Actual Budget Estimate Budget FY 2016 Budget
(AB000) Salary & Related Budget $695,169 $699,160 $699,160 $706,905 1%
(A7000) Non-Salary Operating Budget $181,997 $214,883 $214,883 $212,183 -1%
(A7500) Premiums/Controlled Budget $19,004 $16,435 $16,435 $49,365 200%
Total - Council Office $896,170 $930,478 $930,478 $968,453 4%

FY 2015 FY 2016 FY 2016 FY 2017 Percent Over
STAFFING BY PROGRAM Actual Budget Estimate Budget FY 2016 Budget
(1000-10110) Council Office 6 5 5 5 0%
(1000-10120) Cholla District 1 1 1 1 0%
(1000-10130) Barrel District 1 1 1 1 0%
(1000-10140) Sahuaro District 1 1 1 1 0%
(1000-10150) Cactus District 1 1 1 1 0%
(1000-10160) Yucca District 1 1 1 1 0%
(1000-10170) Ocotillo District 1 1 1 1 0%

Total -Council Office 12 11 11 11 0%
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Performance Report

Budget and Finance
$7,491,408 65.5 FTEs

Lease Payments/Other
Fees

Budget and Finance

Mission Statement

The Budget and Finance Department provides financial management services with integrity and
accountability while improving service levels, managing costs, and leveraging information across
City departments.

Department Description

The Budget and Finance division provides a range of services that help ensure prudent fiscal
management of city resources. Specifically, five divisions of the department provide the
following services:

The Management and Budget Division conducts independent, objective analyses and
forecasts of expenditures and revenues, monitoring of the budget for the current fiscal
year, and development of the budget for the next fiscal year.

The Finance Division’s main responsibilities are accounting, debt management, banking
services, investment management, financial analysis, and financial reporting to the public,
state agencies, bond holders, grantors, auditors, city management, and the City Council.
The Customer Service Division assists customers with their utility accounts including billing
and payment processing and operation of the call center for customer inquiries and
service requests.

The Tax and License Division assists city business owner’s by educating them regarding the
city’s sales tax code and processing business licenses, sales tax returns and payments.

The Materials Management Division works with departments to ensure the procurement
of goods and services is completed in a manner that is compliant with city policies and
state statutes.

The Grants Administration Division is responsible for coordinating the city’s efforts to
identify and obtain alternative funding for priority projects that advance the mission,
goals and objectives established by the City Council and executive management
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OPERATING BUDGET
Budget and Finance

Operating Budget

The total City Operating

Budget is $391 million. The
departmental operating
budget is comprised of three
categories:

B3 Internal services = internal
charges for technology,
insurance, workmans
compensation, indirect
charges, etc.

[.J Operating = operating and
contractual costs

[~ ] Salary = salary and related

Operating Budget
All Departments
$390,967,533

Budget and Finance
$7,491,408 2%

Internal Service
$437,951

Operating
$1,776,741

Salary
$5,276,716

costs

Accomplishments, Enhancements, and Efficiencies
e Received the GFOA Certificate of Achievement for Excellence in Financial Reporting and the

Distinguished Budget Presentation awards

e Received a one level bond rating upgrade from A3 to A2 from Moody’s Investor Services
e Received a three level bond rating upgrade from BBB+ to A+ from Standard and Poor’s
e Successfully outsourced utility bill payment processing to a 3™ party provider

e Completed a city-wide cost allocation study
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OPERATING BUDGET
Budget and Finance

Goal, Objectives, and Performance Measures

Department Goal
Council Priority

Performance Objective

Performance Measures

Prudent fiscal stewardship.

Fiscal Sustainability

Employ strong fiscal management practices that

FY2014
Actual

FY2015
Actual

encourage sustainable fiscal decision-making.

FY2016
Estimate

FY2017
Target

Bond ratings for general obligation bonds:
- Standard & Poor's BBB+ BBB+ A+ AA
- Moody's Investor Services A3 A3 A2 Aal
Bond ratings for Water and Sewer revenue bonds:
- Standard & Poor's AA AA AA AA+
- Moody's Investor Services Al Al Al Aal
Annual'lzed amortized cost basis return on 19% 69% 8% 8%
portfolio (net of fees)
Num.bgr of grants received through Grants n/a 15 20 55
Administration
Compliance with Council adopted Financial * " "
Policies (# complied with/# of policies) >/7 >/7 >/7 7

* Noncompliance - Non-voter approved General Fund debt service exceeds 10% of the 5 year average of the
General Fund’s operating revenue; General Fund minimum unrestricted fund balance is not 25% of projected
annual ongoing revenue

Department Goal
Council Priority

Performance Objective

Performance Measures

Maintain a +/- 5% variance in general fund
revenue forecasts from the final actual revenue to
the adopted budget.

Prudent fiscal stewardship.

Fiscal Sustainability, Transparency

Provide accurate and timely financial analysis,

forecasting, and reporting.

FY2014
Actual

+4.5%

FY2015
Actual

+5%

FY2016
Estimate

+5%

FY2017
Target

+5%

% of month-end reports completed within 10
business days

0%

17%

50%

100%

Obtain the GFOA Certificate of Achievement for
Excellence in Financial Reporting

Yes

Yes

Yes

Yes

Obtain the GFOA Distinguished Budget
Presentation Award

Yes

Yes

Yes

Yes
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BUDGET AND FINANCE
BUDGET AND FINANCE ROLLUP

FY 2015 FY 2016 FY 2016 FY 2017 Percent Over
BUDGET BY PROGRAM Actual Budget Estimate Budget FY 2016 Budget
(1000-11310) Finance Administration $598,682 $633,486 $633,486 $784,449 24%
(1000-11320) Accounting Services $824,240 $890,448 $874,986 $1,044,841 17%
(1000-11340) License/Collection $1,104,468 $1,101,334 $1,101,334 $1,192,354 8%
(1000-11351) Arena Events $0 $15,500,000 $7,675,000 $0 -100%
(1000-11352) AZSTA - Stadium Tax Refund $0 $2,377,616 $2,962,115 $0 -100%
(1000-11360) Materials Management $321,444 $471,136 $471,136 $492,142 4%
(1000-11610) Budget & Research $265,387 $269,931 $274,881 $284,289 5%
(1000-11620) Grants Administration $109,914 $129,881 $132,381 $138,630 7%
(1282-11415) Arena Management Fee $16,003,035 $0 $0 $0 NA
(1790-11400) AZSTA - Stadium Tax Refund $3,799,197 $0 $0 $0 NA
(2360-17020) Customer Service Office $2,452,445 $3,029,403 $3,029,403 $3,223,804 6%

Total - Budget and Finance $25,478,812 $24,403,235 $17,154,722 $7,160,509 -71%

FY 2015 FY 2016 FY 2016 FY 2017 Percent Over
TYPE OF EXPENDITURES Actual Budget Estimate Budget FY 2016 Budget
(A6000) Salary & Related Budget $4,056,156 $4,911,887 $4,892,887 $5,276,716 7%
(A7000) Non-Salary Operating Budget $20,858,885 $19,375,884 $12,146,371 $1,497,388 -92%
(A7500) Premiums/Controlled Budget $563,771 $115,464 $115,464 $386,405 235%

Total - Budget and Finance $25,478,812 $24,403,235 $17,154,722 $7,160,509 -71%

FY 2015 FY 2016 FY 2016 FY 2017 Percent Over
STAFFING BY PROGRAM Actual Budget Estimate Budget FY 2016 Budget
(1000-11310) Finance Administration 4 4 4 5 25%
(1000-11320) Accounting Services 13 13 13 13 0%
(1000-11340) License/Collection 10 10 10 10 0%
(1000-11360) Materials Management 5 5 5 5 0%
(1000-11610) Budget & Research 2 2 2 2 0%
(1000-11620) Grants Administration 1 1 1 0%
(2360-17020) Customer Service Office 29.5 29.5 29.5 29.5 0%

Total -Budget and Finance 63.5 64.5 64.5 65.5 2%
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BUDGET AND FINANCE
LEASE PMTS/OTHERFEES ROLLUP

FUND & DEPARTMENT NUMBER FY 2015 FY 2016 FY 2016 FY 2017 Percent Over
BUDGET BY PROGRAM Actual Budget Estimate Budget FY 2016 Budget

(1000-11380) Lease Payments $10,994,988 $51,546 $51,546 $51,546 0%
(1000-11390) Merchant Fees $215,293 $206,000 $206,000 $206,000 0%
(1000-89800) 1000 Advisor Fees $99,860 $90,000 $70,000 $73,353 -18%
(2040-89806) 2040 Advisor Fees $316 $855 $855 $0 -100%
(2060-89804) 2060 Advisor Fees $0 $83 $83 $0 -100%
(2100-89815) 2100 Advisor Fees $214 $0 $0 $0 NA
(2180-89808) 2180 Advisor Fees $1,172 $2,415 $2,415 $0 -100%
Total - Lease Pmts/OtherFees $11,311,843 $350,899 $330,899 $330,899 -6%

ACCOUNT ROLLUP FY 2015 FY 2016 FY 2016 FY 2017 Percent Over
TYPE OF EXPENDITURES Actual Budget Estimate Budget FY 2016 Budget
(A7000) Non-Salary Operating Budget $316,855 $299,353 $279,353 $279,353 -71%

‘ (A7500) Premiums/Controlled Budget ‘ $10,994,988 $51,546 $51,546 $51,546 0%

‘ Total - Lease Pmts/OtherFees ‘ $11,311,843 $350,899 $330,899 $330,899 -6%
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Performance Report

City Attorney
$3,263,392 26 FTEs

City Attorney Outside Legal Fees

Mission Statement

Provide the highest level of legal services to the city and its officials by adhering to professional
standards, garnering strong understanding of city operations and incorporating all relevant
information into the legal advice and guidance provided.

To serve the people of Arizona by prosecuting violations of Glendale City Code and
misdemeanor violations of state law in an ethical manner in order to assure that justice is done.

Department Description

The City Attorney is appointed by the City Council and acts as legal adviser to the city, its
officials, departments, as well as boards and commissions on matters that affect the conduct of
city business. The City Attorney’s Office represents the city in all legal proceedings and directs
the legal services provided by outside counsel. The office also prepares resolutions, ordinances
and related legal documents for City Council consideration in order to implement adopted city
policy; drafts and reviews all contracts considered by the city; and issues opinions on a variety
of municipal matters.

The City Attorney’s Office works closely with the Police Department to provide ongoing training
of its officers relating to state and city laws. The Office is also responsible for prosecuting any
misdemeanor violation that occurs within the city limits including violations of Glendale City
Code, DUI and domestic violence cases. The Office also handles conflict cases for other cities as
well as the Maricopa County Attorney’s Office.
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Fiscal Year 2016-2017 City Attorney
Operating Budget
The total City
Operating Budget Operating Budget City Attorney
is $391 million. All Departments $3,263,392
The departmen tal $390,967,533 1% Int;T:;;egr:lce
operating budget
is comprised of _
three categories: i
8 Internal
services = Salary
internal 92,555,483
charges for
technology,
insurance,
workmans

compensation, indirect charges, etc.

(LJ Operating = operating and contractual costs

83 salary = salary and related costs

Accomplishments, Enhancements, and Efficiencies

e A one-year extension was received for the Stop Violence Against Women grant in the
amount of $147,709 from the Arizona Governor's Office for Children, Youth, and Families.
Funding from this grant is used to hire a Domestic Violence (DV) Prosecutor and a DV
Advocate for one year. The city is not responsible for any costs for these two full-time

positions.

e The Prosecutor’s Office received a $10,100.00 grant from the AZ Attorney General’s Office
of Victim Services, Victim Rights Program to assist in operating costs for victim rights

notices.

e The Prosecutor's Office continues to use law student interns as well as paralegal students.
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OPERATING BUDGET

City Attorney

Department Goal

Council Priority
Performance Objective

Performance Measures

% of the meetings/hearings attended (as
needed or requested)

Goals, Objectives, and Performance Measures

Provide high-quality, professional and timely legal
services to the Mayor, City Council and city staff.

Transparency

FY2014
Actual

FY2015
Actual

One community committed to public safety.

FY2016
Estimate

FY2017
Target/
Projected

100%

Department Goal
Council Priority

Performance Objective

Performance Measures

Work to ensure the consistent and ethical application
of criminal justice.

Transparency

FY2014

Actual

FY2015
Actual

FY2016
Estimate

Ensure the consistent and ethical application of
criminal justice

FY2017
Target/
Projected

by diversion programs

Number of cases adjudicated 5992 5836 6788

5 .

A).conwctlon rate or plea agreements on 90.47% 95.62% 90.50% 80%
misdemeanor charges

Number of facilitated resolutions of cases 445 503 619
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Fiscal Year 2016-2017 City Attorney
CITY ATTORNEY
CITY ATTORNEY ROLLUP
FUND & DEPARTMENT NUMBER FY 2015 FY 2016 FY 2016 FY 2017 Percent Over
BUDGET BY PROGRAM Actual Budget Estimate Budget FY 2016 Budget
(1000-10610) City Attorney $2,462,755 $2,744,274 $2,744,274 $3,063,392 12%
‘ (1000-10615) Outside Legal Fees ‘ $415,130 $200,000 $550,000 $200,000 0%
Total - City Attorney ‘ $2,877,885 $2,944,274 $3,294,274 $3,263,392 11%

FY 2015 FY 2016 FY 2016 FY 2017 Percent Over
TYPE OF EXPENDITURES Actual Budget Estimate Budget FY 2016 Budget
(A6000) Salary & Related Budget $2,280,103 $2,557,346 $2,557,346 $2,668,483 4%
(A7000) Non-Salary Operating Budget $547,367 $316,846 $666,846 $437,226 38%
(A7500) Premiums/Controlled Budget $50,415 $70,082 $70,082 $157,683 125%
Total - City Attorney $2,877,885 $2,944,274 $3,294,274 $3,263,392 11%
FY 2015 FY 2016 FY 2016 FY 2017 Percent Over
STAFFING BY PROGRAM Actual Budget Estimate Budget FY 2016 Budget
(1000-10610) City Attorney 25 25 25 26 4%
Total -City Attorney 25 25 25 26 4%
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City Auditor

Performance Report

City Auditor

$375,679 2.0 FTEs

Mission Statement

To provide audit services that strengthen internal controls, reduce risk, maximize efficiency and

enhance government transparency.

Department Description

The City Auditor’s Office conducts audits of departments, programs and contractors citywide

and reports the results to management, City Council and the public.

Operating Budget
The total City Operating

Budget is $391 million. Opsieting Dudger
The departmental All Departments

. . $390,967,533
operating budget is

comprised of three

categories:

8 Internal services =
internal charges for
technology, insurance,
workmans
compensation,
indirect charges, etc.

City Auditor

>1%
Internal Service
$12,083

Operating
$56,314

Salary
$307,282

(L) Operating = operating

and contractual costs
83 sSalary = salary and related costs
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Accomplishments, Enhancements, and Efficiencies

e Completed 16 audit reports that identified opportunities to enhance internal controls,
increase efficiency and safeguard assets.

e Provided over 220 recommendations to management to correct internal control
weaknesses.

e Continued to monitor the City’s Ethics Hotline, allowing employees to report potential
ethical violations at the City.

Goals, Objectives, and Performance Measures

Allocate audit resources to the areas that pose the
greatest risk to the city.

Department Goal

Council Priority Fiscal Sustainability

Develop a risk-based audit plan that strengthens
internal controls and reduces organizational risk.

FY2014 FY2015 FY2016 FY2017
Performance Measures .
Actual Actual Estimate Target

Performance Objective

Number of Audits and Management 17 14 17 17
Reports Completed

% Audit Recommendations Accepted by 0 0 0 0
Management 95% 98% 98% 98%
% Annual Audit Plan Completed 100% 90% 90% 90%
Number of Management Requests 5 5 5 5
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Fiscal Year 2016-2017 City Auditor
CITY AUDITOR
CITY AUDITOR ROLLUP
FUND & DEPARTMENT NUMBER FY 2015 FY 2016 FY 2016 FY 2017 Percent Over
BUDGET BY PROGRAM Actual Budget Estimate Budget FY 2016 Budget
(1000-10710) City Auditor $260,670 $337,879 $330,979 $375,679 11%
‘ Total - City Auditor ‘ $260,670 $337,879 $330,979 $375,679 11%
FY 2015 FY 2016 FY 2016 FY 2017 Percent Over
TYPE OF EXPENDITURES Actual Budget Estimate Budget FY 2016 Budget
(A6000) Salary & Related Budget $251,637 $327,501 $327,501 $307,282 -6%
(A7000) Non-Salary Operating Budget $6,915 $7,100 $200 $56,314 693%
(A7500) Premiums/Controlled Budget $2,118 $3,278 $3,278 $12,083 269%
Total - City Auditor $260,670 $337,879 $330,979 $375,679 11%
FY 2015 FY 2016 FY 2016 FY 2017 Percent Over
STAFFING BY PROGRAM Actual Budget Estimate Budget FY 2016 Budget
(1000-10710) City Auditor 25 25 25 2 -20%
Total -City Auditor 25 25 25 2 -20%
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City Clerk

Performance Report

City Clerk
$841,880 7 FTEs

Records
Management

Mission Statement

The City Clerk Department’s mission is to provide excellent service to the citizens, elected
officials and the organization, to consistenly meet all legal requirements, and to proactively

support transparency in city government.

Department Description

The City Clerk Department’s responsibilities are defined by the City Charter, City Code, State
Statutes and Federal Laws. The department services include municipal elections, public records,
city charter and code book, legal notices and advertising, City Council agenda and minutes.

Operating Budget

The total City Operating Budget

is $391 million. The T}f‘n":;;‘it:‘:ft?

departmental operating budget $390,967,533

is comprised of three categories:

8 Internal services = internal
charges for technology,
insurance, workmans
compensation, indirect
charges, etc.

(L] Operating = operating and
contractual costs

83 salary = salary and related

City Clerk
$841,880 >1%

Internal Service
$32,149

Operating
$182,140

Salary
$627,591

costs
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OPERATING BUDGET
City Clerk

Accomplishments, Enhancements, and Efficiencies

e 2015 Recall Election conducted.

e Required 2015 and 2016 Political Committees received and posted on the internet;
e Preparation for 2016 Primary and General Elections including nomination packet and

review of nomination petitions.

e Two Record Purge Events in 2016 with a total of 34 tons purged.

Goals, Objectives, and Performance Measures

Department Goal

Council Priority

Performance Objective

Provide the citizens with timely notice and access to

public information

Transparency

All City Council and City Commission/Board meeting
agendas/legal notices, resolutions, ordinances
posted/published in compliance with state statues

Performance Measures FY2014 FY2015 FY2016 FY2017
Actual Actual Estimate Target
# Agendas/Legal Notices / % Compliance 816/100% 996/100% 565/100% 600/100%
# Resolutions posted or read in full, published / | 118/100% 152/100% 87/100% 100/100%
% Compliance
# Ordinances posted and published /% 44/100% 47/100% 50/100% 48/100%

Compliance

Department Goal

Council Priority

Performance Objective

Performance Measures

Provide the citizens with timely access to city records
in compliance with state statutes and city code.

\ Transparency

All media/record requests, minutes, recorded
documents, and contracts are processed in
compliance with State Statutes/City Code.

FY2014

Actual

FY2015
Actual

FY2016
Estimate

FY2017
Target

# Public/Media Record Requests /% Compliance | 909/100% | 1656/100% | 1346/100% | 1000/100%
# City Council Minutes /% Compliance 53/100% 48/100% 44/100% 46/100%

# Recorded Documents /% Compliance 475/100% | 429/100% 331/100% 335/100%
# City Contracts /% Compliance 799/100% | 1156/100% | 1008/100% | 1000/100%

Department Goal

Increase volume of digitized records available to
internet/organization; reduce paper storage.

128



ANNUAL BUDGET
Fiscal Year 2016-2017

OPERATING BUDGET
City Clerk

Council Priority

Performance Objective

Performance Measures

Transparency

Prioritize indexing and scanning of high demand

record series.

FY2014
Actual

FY2015
Actual

FY2016
Estimate

FY2017
Target

Pages scanned 279,749 161,100 324,699 300,000
Pages Indexed 6,298 1,836 5,335 5,000
Purge Day—Pounds of Records shred/recycled 18,520 30,200 78,157 19,200
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Fiscal Year 2016-2017 City Clerk
CITY CLERK
CITY CLERK ROLLUP
FUND & DEPARTMENT NUMBER FY 2015 FY 2016 FY 2016 FY 2017 Percent Over
BUDGET BY PROGRAM Actual Budget Estimate Budget FY 2