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Background

On June 16, 2020, the City Council adopted the Fiscal Year (FY) 2020-21 Budget, a $110,591,225
spending plan for the City of Cupertino. On November 17, 2020, Council received an update on the
City’s spending plan as part of the City Manager’s First Quarter Financial Report, which revised the
budget to account for encumbrances of $5,775,664 and carryover appropriations of $83,404,472 from
FY 2019-20. These carryover appropriations included $35 million in capital projects, $20 million for
Vallco Town Center, and $8 million for Lawrence Mitty Park. Encumbrances represent funds for
obligations related to unfilled purchase orders or unfilled contracts that are rolled over from one year to
the next until those obligations are fulfilled or terminated. Carryover appropriations are unencumbered
funds for unfinished projects that are carried over for use in the following fiscal year in order to
complete those projects.

In the first three quarters of FY 2020-21, Council approved $41,193,122 in additional appropriations
mostly related to the refinancing of the City’s Certificates of Participation which increased current year
appropriations by $27.5 million, a $5 million transfer to the Capital Reserve, and a $4.5 million increase
for the Torre Ave. property acquisition.

This resulted in an amended budget of $240,964,483.

Amended Budget

| i ) e
_ . s e

Law Enforcement

Parks and Recreation

100.0M W Administration

Administrative Services

TITIIIIIIIIIIIIS S CISTIIITIIIIIIISS,  TISITIITITIIIIIIS ) AIS SIS SIS IIISSS, Council and Commissions

r, . ”,
2020-21 2020-21 2020-21 2020-21

Adopted Budget Amended Budget Amended Budget Amended Budget
Q1 Q2 Q3

Fiscal Year




Flow of Funds Chart (in Millions)

Council and Commission: $1.22M
Administration: $8.70M

Law Enforcement: $14.79M I

Information Services: $6.01M

Proposed Budget: $106.33M Admin Services: $7.41M
General Fund: $121.76M
Recreation: $11.80M

Community Development: $35.93M I

Adopted Budget: $4.26M

B Encumbrances: $5.78M
Special Revenue Funds: $28.85M Public Works: $46.03M

Debt Service Funds: $30.72M
Carryovers: $83.40M

Capital Project Funds: $41.69M Capital Projects/Non Departmental: $109.05M

Council Approved Adjustment: $41.20M Enterprise Funds: $9.91M

Internal Service Funds: $8.04M

General Fund Revenues, Expenditures, and Fund Balance

To date the City’s financial statement audit has yet to be issued and revenue, expenditure, and fund

balance totals listed in this report are preliminary and subject to change after a full review by the City’s
auditors. City staff does not anticipate many if any changes from the auditors.
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General Fund Revenues Less Expenditures at Third Quarter General Fund Revenues Less Expenses at Year End
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General Fund Revenue and Expenditure Trends

As of March 31, 2021, General Fund expenditures are $63.0 million; this represents 52% of the
budgeted appropriations. Expenditures at the Third Quarter point of the prior three years were between
59% and 75% of budgeted expenditures, placing this year below the range.

General Fund revenues are $69.1 million; this represents 59% of the budgeted revenue. Revenues at
the Third Quarter point of the prior three years were between 64% and 77% of budgeted revenues,
placing this year below the range.

General Fund Revenues - Third Quarter Budget General Fund Expenditures - Third Quarter Budget

Data Updated yesterday Data Updated yesterday

3/2021 3/2021

58.72% 51.72%

In Revenues of $117,746,842.00 Budgeted through Mar 2021 In Expenses of $121,757,410.00 Budgeted through Mar 2021

As of Third Quarter, General Fund expenditures have decreased by $16.5 million, or 21%, when
compared to the same time last year due to a $20 million transfer from the General Fund to the Capital
Reserve approved as part of mid-year. Although $20 million was transferred at Mid-Year last year, $10
million was transferred back to the General Fund at Third Quarter in response to COVID-109.

General Fund revenue is $7.7 million, or 10%, lower than the same time last year due to a one-time
transfer into the General Fund of $10 million from the Capital Reserve that was a COVID-19 mitigation
strategy late last fiscal year. Additionally, transient occupancy has been impacted by COVID-19 for the
entire fiscal year and is tracking $5 million, or 80%, below the same time last year.



https://cupertino.opengov.com/transparency#/45029/accountType=revenues&breakdown=28459e6a-563e-4695-97d4-8a0d97d881e1&currentYearAmount=cumulative&currentYearPeriod=years&fiscal_end=latest&fiscal_start=earliest&graph=bar&highlighting=false&highlightingVariance&legendSort=desc&month=3&projectionType=null&projections=false&proration=false&saved_view=152904&selectedDataSetIndex=null&selection=26AA87AA12236D8C2420F754B15586B5&year=2021
https://cupertino.opengov.com/transparency#/45029/accountType=revenues&breakdown=28459e6a-563e-4695-97d4-8a0d97d881e1&currentYearAmount=cumulative&currentYearPeriod=years&fiscal_end=latest&fiscal_start=earliest&graph=bar&highlighting=false&highlightingVariance&legendSort=desc&month=3&projectionType=null&projections=false&proration=false&saved_view=152904&selectedDataSetIndex=null&selection=26AA87AA12236D8C2420F754B15586B5&year=2021
https://cupertino.opengov.com/transparency#/45029/accountType=expenses&breakdown=28459e6a-563e-4695-97d4-8a0d97d881e1&currentYearAmount=cumulative&currentYearPeriod=years&fiscal_end=latest&fiscal_start=earliest&graph=bar&highlighting=false&highlightingVariance&legendSort=desc&month=3&projectionType=null&projections=false&proration=false&saved_view=152905&selectedDataSetIndex=null&selection=26AA87AA12236D8C2420F754B15586B5&year=2021
https://cupertino.opengov.com/transparency#/45029/accountType=expenses&breakdown=28459e6a-563e-4695-97d4-8a0d97d881e1&currentYearAmount=cumulative&currentYearPeriod=years&fiscal_end=latest&fiscal_start=earliest&graph=bar&highlighting=false&highlightingVariance&legendSort=desc&month=3&projectionType=null&projections=false&proration=false&saved_view=152905&selectedDataSetIndex=null&selection=26AA87AA12236D8C2420F754B15586B5&year=2021
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General Fund Classification of Fund Balance

The City’s General Fund ended FY 2019-20 with $74.5 million in total fund balance. As part of the FY
2020-21 Adopted Budget, the City projected ending the fiscal year with $52 million in total fund
balance. As of the Mid-Year Financial Report, the City updated its year-end projections for FY 2020-21
to $78.12 million in total fund balance, an increase of nearly $27 million due to increases in revenues

received and lower expenditures in both FY 2019-20 and FY 2020-21. Projected year-end fund
balance as of Third Quarter FY 2020-21 is estimated to be $83.26 million. This represents an increase
of $5.14 million from the mid-year projections due primarily to further increases in sales tax and
anticipated ARPA funding in the third quarter. The $83.26 million includes a $2 million contribution to
the Section 115 Pension Trust.
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Recommended Adjustments

As of the third quarter, a few departments are requesting budget adjustments to ensure they end the
year within budget appropriations. The recommended adjustments are summarized below.

Revenue Adjustments by Proposal Expense Adjustments by Proposal
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$9,552,599.00 $787,278.57
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Revenue Adjustments by Fund

Vehicle/Equi...
Env Mgmt Cin...
Sports Cente...

General Fund

$9,552,599.00

Funds in 2021

Revenue Adjustments by Department

Public Works
Parks and Re...

$9,552,599.00

Departments in 2021

Non Departme...

Expense Adjustments by Fund
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Expense Adjustments by Department

Other
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Public Works
Administrati...

$787,278.57

Departments in 2021
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Summary

The Third Quarter Financial Report shows the City is well-positioned to move forward, despite

significant impacts from COVID-19. City staff recommends adjustments of $787,279 in new
appropriations funded by $9,552,599 in revenues. If approved, the City’s fund balance across all funds
will increase by $8,765,320.
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