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CITY OF LA MESA
BUDGET MONITORING REPORT

The Finance Department produces the quarterly Budget Monitoring Report using month-end
financial information from the City's financial system, input from staff in City departments, and
relevant information from local, regional, and national sources (e.g., newspapers, economists,
League of California Cities, etc.).
If you are new to this report, we suggest that you start by first reviewing the Reader's Guide
located at the end of the document for information on the organization and layout of the report.
Please contact Tammi Royales at (619) 667-1122 if you have any questions, comments, or
suggestions.
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EXECUTIVE SUMMARY
This Budget Monitoring Report details and analyzes economic indicators and forecasts based
on certain assumptions and published projections through the quarter ending September 30,
2020. As a result of the COVID-19 public health emergency declared in early March, the
national economy took an immediate decline in most areas. As of the end of the quarter, many
economic factors were on the rise but most outlooks remain uncertain of the long term effects.
NATIONAL E CONOMIC INDICATORS AND FORECASTS

U.S. Leading Economic Index

The Conference Board Leading Economic Index (LEI) for the U.S. increased 0.7 percent in
September to 107 .2 following a 1.4 percent increase in August and a 2.0 percent increase in
July. When compared to the same time period in 2019, the LEI has decreased 4.20 percent.
"The US LEI increased in September, driven primarily by declining unemployment claims and
rising housing permits. However, the decelerating pace of improvement suggests the US
economy could be losing momentum heading into the final quarter of 2020," said Ataman
Ozyildirim, Senior Director of Economic Research at The Conference Board. "The US economy
is projected to expand in 04, but at a substantially slower rate of 1.5 percent (annual rate)
according to The Conference Board's GDP forecast. Furthermore, downside risks to the
recovery may be increasing amid rising new cases of COVID-19 and continued labor market
weakness."
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Consumer Price Index

The Consumer Price Index for All
Urban Consumers (CPI-U) increased
0.2 percent in September on a
seasonally adjusted basis after rising
0.4 percent in August. Over the last
12 months, the all items index
increased
1.4
percent
before
seasonal adjustment.
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continued to rise sharply and
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accounted for most of the monthly
increase in the seasonally adjusted
all items index. The food index was
unchanged, with an increase in the food away from home index offsetting a decline in the food
at home index. The energy index rose 0.8 percent in September as the index for natural gas
increased 4.2 percent. The index for all items less food and energy rose 0.2 percent in
September after larger increases in July and August. The index for used cars and trucks rose
6. 7 percent in September, its largest monthly increase since February 1969. The indexes for
shelter, new vehicles, and recreation also increased in September. The indexes for motor
vehicle insurance, airline fares, and apparel were among those to decline over the month.

The all items index rose 1.4 percent for the 12 months ending September, a slightly larger
increase than the 1.3-percent rise for the 12-month period ending August. The index for all items
less food and energy rose 1.7 percent over the last 12 months, the same increase as the period
ending August. The food index increased 3.9 percent over the last 12 months, while the energy
index declined 7.7 percent.
Municipal Cost Index

The Municipal Cost Index (MCI)
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U.S. Unemployment Rate

Total nonfarm payroll employment
U.S. Unemployment Rate
September 2019. September 2020
rose by 661,000 in September, and
the unemployment rate declined to 7.9
14 00
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and efforts to contain it. In September,
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notable job gains occurred in leisure
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and hospitality, in retail trade, in health
care and social assistance, and in professional and business services. Employment in
government declined over the month, mainly in state and local government education. In
September, the number of unemployed persons who were jobless less than 5 weeks increased
by 271,000 to 2.6 million. The number of persons jobless 5 to 14 weeks decreased by 402,000
to 2.7 million, and the number of persons jobless 15 to 26 weeks fell by 1.6 million to 4.9 million.
The number of long-term unemployed (those jobless for 27 weeks or more) increased by
781,000 to 2.4 million.
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Federal Funds Rate (Discount Rate)

A recent statement issued by the Federal Open Market Committee (FOMC) indicates that the
path of the economy will depend significantly on the course of the virus. The ongoing public
health crisis will continue to weigh on economic activity, employment, and inflation in the near
term, and poses considerable risks to the economic outlook over the medium term. The
Committee decided to keep the target range for the federal funds rate at O to 1/4 percent and
expects it will be appropriate to maintain this target range until labor market conditions have
reached levels consistent with the Committee's assessments of maximum employment and
inflation has risen to 2 percent and is on track to moderately exceed 2 percent for some time.
STATE AND LOCAL E CONOMIC INDICATORS AND FORECASTS

State and Local Unemployment

The state unemployment rate has declined
each month going from 13.5 percent in July
to 11.2 percent in August, and decreasing
slightly in September to 11.0 percent. The
County of San Diego and the City of La
Mesa unemployment rates decreased to
12.4 percent and 13.0 percent respectively
in July and 9.5 percent and 9.9 percent
respectively in August before each
decreasing another half percent to 9.0
percent and 9.4 percent in September.
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California's
labor
market
recovery
continued in September, although at a
slower pace than in previous months,
according to an analysis released jointly
by Beacon Economics and the UCR
School of Business Center for Economic
Forecasting and Development. Total
nonfarm employment in the state
expanded by 96,000 positions over the
month.
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Long-Term Unemployment History
September 2010 - September 2020
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Since the depths of the pandemic-driven
labor market downturn in April , only 38 percent of the jobs lost have been recovered in the state.
The state's labor market contraction of 9.2 percent since February compares unfavorably to the
national picture, where the labor market has shrunk by 7 percent over the same period.
"With 1.6 million fewer people employed in September than in February, the rate of jobs growth
has been disappointing since May," said Taner Osman, Research Manager at Beacon
Economics and the UCR Center for Forecasting. "If we keep adding jobs at September's rate ,
the state will not return to February's level of employment until sometime in 2022 - sobering
news for those who have lost work since the outbreak of the pandemic."
Local Economic Outlook
According to Beacon Economics Fall Forecast, economic recovery is well underway but still
uncertain . "With the recovery underay in San Diego, the path back to pre-pandemic levels will
be determined by the virus. The lingering effects of the pandemic will impact some households
more than others ; those with school-age children will struggle to continue working while
managing their children 's education."
The San Diego economy is still feeling the impact of the COVID-19 pandemic. Despite
recovering somewhat since the historic employment declines, nonfarm employment remains 11
percent below January 2020 levels, resting at 1.36 million jobs in July. At 15.5 percent in May,
the unemployment rate in San Diego was second only to Los Angeles' 21.1 percent.
Local Sales Tax Allocations
As expected, second quarter 2020
sales tax revenues were below the
same quarter in 2019 . This quarter
represents sales made between April
and June 2020. Sales continue to be
impacted by business shutdowns due to
the COVI 0-19 outbreak. La Mesa's
receipts were 3. 7 percent below the
same quarter last year. Actual sales
were down 12.5 percent after adjusting
for additional payments received from
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last quarter that had been delayed by the State's relief program to support businesses during
the COVID-19 crisis.
STATE BUDGET

The Legislature passed a final budget package on June 26, 2020. The final budget package
assumed that $2 billion in federal funds would be forthcoming and took the Governor's approach
in the May Revision to make other spending reductions contingent on other federal money. In
addition, the final package made several changes, including increasing school deferrals by
$3.5 billion (assuming no federal money is forthcoming), increasing revenue assumptions by
more than $1 billion, and eliminating the plan to reinstate General Fund payment deferrals.
Other major features of the 2020-21 Spending Plan include allocations to safety net programs,
such as Medi-Cal, In-Home Supportive Services and CalWORKS; additional funding for local
governments; reductions in employee compensations; and, major prison and parole changes
which are expected to result in future savings. The Governor signed the 2020-21 Budget
Act and related budget legislation on June 29, 2020.
The State's budget situation is evolving as more data becomes available. Staff will continue to
closely monitor the State's budget situation and review any actions by the legislature that might
significantly impact the budget.
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GENERAL FUND SUMMARY

General Fund Resources

General Fund revenues have come in about as expected through the first quarter of fiscal year
2020-2021. The FY 20-21 budget amounts for some revenue sources such as sales tax and
Proposition L transaction tax were reduced from FY 19-20 figures to be more in line with actual
anticipated collections due to the impacts of COVID-19. The General Fund's major revenue
sources, property tax and sales tax (both base sales & use tax and Proposition L transaction
tax) are not received at regular intervals throughout the fiscal year, but rather towards the
middle and end of the fiscal year. For this reason, revenue streams received from these sources
through the first quarter of the fiscal year will not equate to 25 percent of the total annual
revenues that are eventually received.
General Fund Resouces

Current Fiscal Year
YTD
2020-2021
Collected
Budget1
(unaudited)

Through 25% of Fiscal Year
Revenues:
Taxes
Property Tax
Former Tax Increment (RDA)
Sales
Proposition L
Other
Subtotal taxes

$

1,007,308
725,615
102,343
2,093,811

1.7%
0.0%
8.3%
8.6%
2.7%
5.2%

1,359,100
427,600
1,467,600
1,037,400
2,292,550
147,200

278,280
48,956
106,226
99,351
191,974
203,206

Total revenues

46,946,660

3,021,805

Other financing sources:
lnterfund transfers in
lnterfund transfers out
Total other financing sources

2,754,740
(1,291,430)
1,463,310

Plus: Fund Balance at July 1

27,919,540

Licenses & permits
Fines, forfeitures & penalties
Use of money and property
Revenue from other agencies
Service charges
Other revenue

Total resources
1

$

15,509,380
409,290
12,095,370
8,456,000
3,745,170
40,215,210

76,329,510

$

258,545

546,759
(139,650)
407,109

$

Prior Year Comparison
YTD
% of
Collected
Budget
(audited)
Collected

%of
Budget
Collected

1,005,909
745,482
112,787
2,034,496

1.2%
0.0%
7.9%
8.6%
3.0%
5.1%

20.5%
11.4%
7 .2%
9.6%
8.4%
138.0%

407,728
82,133
203,031
80,414
573,225
65,143

25.8%
14.9%
15.1%
7.9%
26.7%
65.7%

6.4%

3,446,169

7.3%

19.8%
10.8%

32,035,623

114.7%

35,464,536

46.5%

170,318

$

428,876
(116,525)
312,351

$

14.8%
7.7%

31,481,239

100.0%

35,239,760

44.1%

Budget reflects any amendments approved by the City Council through the end of the quarter

./ Overall, total general fund revenues are about 1 percent below budgetary expectations
when compared to the same period last fiscal year.
./ Property tax revenues received through the first quarter are slightly higher than the same
time last year. Because the majority of property tax revenues are received in December
and April, first quarter revenues are historically minimal.
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./ Sales tax revenues received through the first quarter are about the same when compared
to the same time last year .
./ Proposition L sale tax revenues are the same as this time last fiscal year and are within
budgetary expectations. Proposition L sales tax collections have a somewhat different
base than the base sales tax collections. These collections include point-of-sale
transactions that occur within the city limits of La Mesa. Proposition L sales tax
collections also include transactions that take place outside the City if the items are being
delivered into the City (e.g., furniture or large appliances) and autos and other large
vehicles purchased that are being registered in La Mesa .
./ Other General Fund revenues, including licenses and permits, fines, forfeitures and
penalties, which includes parking enforcement, use of money and property, which
includes recreation facility rentals, and service charges are each down when compared to
last year as a direct impact of COVID-19. The Other Revenue category is up substantially
from last year due to a one time insurance settlement check to cover damages caused by
the civil unrest incident back in May .
./ Unrestricted Proposition L proceeds are being utilized to fill the structural budget deficits
caused by lower revenues and to pay for ongoing vital City services that otherwise would
have been reduced. As the economy recovers and ongoing revenues begin to stabilize,
Proposition L proceeds are being used to preserve General Fund reserve levels.
General Fund Appropriations

./ Most departments are at or slightly below expectations through 25 percent of the fiscal
year .
./ Departments that are higher than budget are due to the carry forward and encumbrance
of prior year obligations and the payment of full fiscal year appropriations for some
specialized services such as, street sweeping and janitorial services which includes
additional services due to COVID-19. The Community Development Department exceeds
budgetary expectations due to encumbrances for development related services that will
be reimbursed.
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General Fund Expenditures
YTD
2019-2020
Budget

Through 25% of Fiscal Year

Encumbered/

1

Expended

2

%of
Budget

General Fund Department Expenditures
Police
Fire
Public Works
Administrative Services
Community Development
Community Services
Total General Fund Expenditures
1
2

20,617,480
12,359,800
9,703,330
6,597,970
2,469,250
1,856,360
53,604, 190

$

$

$

$

4,727,556
2,893,648
3,268,263
1,737,225
1,118,102
437,513
14,182,306

22.9%
23.4%
33.7%
26.3%
45.3%
23.6%
26.5%

Budget reflects any amendments approved by the City Council through the end of the quarter
Includes expenditures encumbered through end of quarter reported

General Fund Reserves

The Budget Monitoring Report for June 30, 2020 included an estimate of available reserves for
fiscal year 2019-2020 reflecting the impact of COVID-19 on revenues and expenditures. The
revised ending reserves for fiscal year 2019-2020 were forecasted to be $27,874,007 based on
anticipated revenue impacts of COVID-19. The unaudited actual ending General Fund reserves
that is anticipated to be reported in the June 30, 2020 financial statements is $32,051,168, a
difference of $4.1 million. The increase over the projected amount is mostly due to budgetary
savings in salaries, benefits and personnel expenses ($1.1 million), materials, supplies and
services ($2.4 million) and some higher than anticipated revenues. The revised forecast for
COVID-19 assumed a 9 percent ($1.2 million) decrease in sales tax revenue and a 7 percent
($671,000) decrease in Proposition L transaction tax revenue, however, the actual impacts were
not as severe, with sales tax revenue declining 6.7 percent ($888,000) and Proposition L
transaction tax declining only 2 percent ($200,000). The addition of $600,000 in cannabis
business tax revenue in fiscal year 2019-2020 also helped improve the bottom line.
Actuals

Available Reserves at June 30
Reserves as % of Operating
Expenditures

FY 17-18

FY 18-19

Unaudited
FY 19-20

31,578,785

31,499,284

32,051,168

65.3%

60.4%

61.5%

FY 19-20
FY 20-21
Revised COVID Mid-Biennium
(Forecast)
Original
27,874,007
56.3%

22,805,320
42.5%

Source of Reserves:
Property Sale (Police Station)
Property Sale (Other land)
Proposition L Revenues
Reserves from Operations

3,050,000
4,000,000
8,916,466
15,612,320

3,050,000
4,000,000
8,940,142
15,509,142

3,050,000
4,000,000
8,741,926
16,259,242

3,050,000
4,000,000
8,673,000
12,151,007

3,050,000
4,000,000
8,673,000
7,082,320

Total Ending General Fund Reserves

31,578,785

31,499,284

32,051,168

27,874,007

22,805,320

CITY OF LA MESA
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The City Council's reserve policies formally establish two General Fund reserve targets: a Rainy
Day Reserve target of 15 percent and an additional Cash Flow Reserve target of 25 percent.
Because of the additional Proposition L Sales Tax revenues, a projected small but steady
recovery of base sales and property taxes, and continued cost containment measures by
departments, the General Fund reserves are projected to meet both the 15 percent Rainy Day
Reserve target and the additional Cash Flow Reserve target of 25 percent in fiscal year 20202021.
CONCLUSIONS

The current COVID-19 public health emergency and subsequent shock to the state and local
economy continues to have a negative impact on two of the City's most essential revenues,
sales tax and Proposition L sales tax. Property tax revenues as well as other General Fund
revenues remain stable in the current economy, although at levels requiring careful monitoring.
Proposition L sales taxes are providing much needed revenues to fill the structural budget
deficits caused by lower revenues. Overall General Fund expenditures continue to be within
budgetary expectations. Finally, projected General Fund reserves remain consistent with the
Council's reserve policies.
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READER'S GUIDE
Managing a municipality the size of La Mesa is, in many ways, like managing a for profit
corporation. Instead of focusing upon bottom-line profits, La Mesa managers must skillfully
steward public dollars and ensure the effectiveness and efficiency of the City's operations. They
must live within legislatively approved budgets that are reviewed by residents, business leaders,
and others interested in the City.
Like private corporations, public entities report their financial condition on a regular basis.
Corporations make reports to stockholders while public entities report to their "stakeholders" -the individuals and organizations that have a "stake" in the entity's operations.
In addition to an annual financial report and biennial budget document, the City of La Mesa
publishes a quarterly Budget Monitoring Report to provide stakeholders with current information
about the City's financial condition and performance in the essential areas of the City's
operations.
This report is designed to give the reader a sense of how well La Mesa is doing fiscally and
what its current successes or challenges might be. It includes a high level overview of the City's
financial condition followed by more detailed information on resources and expenditures for
those readers who are interested in going beyond the bottom line.
This Reader's Guide has been developed to assist you in reviewing the City of La Mesa's
quarterly Budget Monitoring Report. It highlights the type of information contained in each
section and presents a glossary of commonly used budget terms.
Please contact Tammi Royales at (619) 667-1122 if you have any questions, comments, or
suggestions.
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QUARTERLY BUDGET MONITORING REPORT ORGANIZATION

Executive Summary - A broad level overview of the City of La Mesa's current financial
condition. It begins with comments on the economy, followed by a summary financial table and
graph along with any comments highlighting resources and expenditures.
Resources - A more detailed discussion of revenue collections and other resources supporting
the City's expenditures. Included in the discussion is a financial table showing the current year's
budget, year-to-date collections, and calculated percent of budget collected. The discussion also
includes comments on the significant factors and conditions affecting these items.
Appropriations - A more detailed discussion of expenditures and reserves. Included in the
discussion is a financial table showing the current year's budget by department, year-to-date
expenditures, and calculated percent of budget expended. The discussion also includes
comments on the significant factors and conditions affecting these items.
Reserves - Commentary on estimated ending fund balance and its relationship to reserve
targets. Included is a table displaying historical ending fund balance related to reserve targets.
FUNDS NOT REPORTED ON

This report focuses on the General Fund which provides the majority of government services.
Other funds have been excluded from this report.
GLOSSARY

The following are definitions of some of the more common terms one may encounter in
reviewing this document.
Accrual Basis - The basis of accounting under which revenues are recorded when they are
earned and expenditures are recorded when they result in liabilities for benefits received.
Accrued Revenue - Revenue earned during the current accounting period but which is not
collected until a subsequent accounting period.
Appropriation - Amount authorized for expenditure by the City Council.
Beginning Fund Balance -An account used to record resources available for expenditure in one
fiscal year because of revenues collected in excess of the budget and/or expenditures less than
the budget in the prior fiscal year.
Budget - A financial operating plan for a given period which displays the expenditures to provide
services or to accomplish a purpose during that period together with the estimated sources of
revenue (income) to pay for those expenditures. Once the fund totals shown in the budget are
appropriated by the City Council, they become maximum spending limits.
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Ending Fund Balance - An account used to record resources available at year end as a result of
revenues collected in excess of the budget and/or expenditures less than the budget during the
fiscal year. The City's operating reserves are budgeted in the General Fund ending fund
balance.
Expenditure - The payment for City obligations, goods, and services.
Fiscal Year - A twelve-month period designated as the operating year for accounting and
budgeting purposes. The City of La Mesa's fiscal year is July 1 through June 30.
Fund - Governmental accounting systems are organized and operated on a fund basis. A fund is
an independent financial and accounting entity with a self-balancing set of accounts in which
financial transactions relating to revenues, expenditures, assets, and liabilities are recorded.
Funds are established to account for the use of restricted revenue sources and, normally, to
carry on specific activities or pursue specific objectives.
General Fund - The financial and accounting entity that comprises typical operations of a
municipality such as police, fire, public works, and other departments.
Grants - A contribution by a government or other organization to support a particular function.
Grants may be classified as either operational or capital, depending upon the grantor.
M&O (Maintenance and Operating) Costs - Expenditure category that represents amounts paid
for supplies and other services and charges.
Proposition L - The La Mesa Vital City Services Measure which was passed by voters on
November 4, 2008 authorizing a% cent local transactions and use tax (commonly referred to as
a sales tax). This general purpose tax became effective on April 1, 2009.
Reserve - An account used either to set aside budgeted revenues that are not required for
expenditure in the current budget or to earmark revenues for a specific future purpose.
Resources - Total dollars available for appropriation, including estimated revenues, interfund
transfers, and beginning fund balances.
Revenue - Sources of income received during the fiscal year, operating transfers from other
funds, and other financing sources such as the proceeds derived from the sale of fixed assets.
Revenues from Other Agencies - Funds received from federal, state, and other local
government sources in the form of grants, shared revenues, and payments in lieu of taxes.
Taxes - Compulsory charges levied by a government for financing services performed for the
common benefit of the people. This term does not include specific charges made against
particular persons or property for current or permanent benefit, such as special assessments.
Trust Funds - Funds used to account for assets held by a government in a trustee capacity for
individuals, private organizations, other governments, and/or other funds. Examples are pension
trust funds, nonexpendable trust funds, and expendable trust funds.

