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CITY OF HIGHLAND
2011-2013 BIENNIAL BUDGET

BUDGET PRELUDE

The purpose of the Budget Prelude is to explain how this budget is organized. With many pages
and tabs, this document can be overwhelming. This prelude will explain how the budget is
divided and describes briefly each section in the budget. /

This budget is divided into 11 sections.

<

Beginning - Includes the cover page, awards that have been received since the adoption
of the last budget, and the table of contents.

Budget Overview - The main item in the Budget Overview is the City Manager’s
transmittal letter. The purpose of the transmittal letter is to inform the City
Council/Redevelopment Agency Board on the current status of the City.

City Profile - Consists of statistics, a brief history of Highland and charts such as the
organization chart and a staffing level chart.

Budget Process - Describes the budgeting process, techniques-used and policies
followed. Also, included in this section is a calendar showing the flow of the budget
process from the beginning to the end. '

Budget Definitions - Definitions of each type of fund, each major expenditure
classification and the major revenue accounts.

Budget Summaries - Consists of graphs and spreadsheets summarizing the two budgeted
years as well as some history.

Departmental Budgets - This is the primary part of the budget. Departmental budgets
are grouped according to what fund they support. The general fund is first followed by
the special revenue funds, the capital projects funds, the internal service funds and the
redevelopment agency funds.

Capital Improvement Program - The CIP displays all the capital projects proposed
over the next five years with the estimated cost of each project as well as the funding
source.

Appropriations Limit - This section is for the Appropriations Limit, also known as the
Gann Limit. Proposition 4 was approved by the California voters and placed limits on
the amount of revenues which can be spent in any fiscal year. The Appropriations Limit
section shows what Highland’s appropriations limit is, and where Highland i3 in
conjunction to that limit.



BUDGET PRELUDE (continued)

Budget Glossary - Contains an index for easy reference and a section of acronyms and
abbreviations. The City of Highland has contact with many different agencies and .
utilizes many different programs. Sometimes it is easier to either abbreviate that
agency’s name or use an acronym instead of the full program name. This could be
difficult for someone who is not familiar with those agencies or programs. Any acronym
or abbreviation used will be found in this section with the full name of the agency or
program beside it.

Resolutions - The last section is for the two Resolutions by which this budget has been
adopted by the City Council and the Redevelopment Agency Board.
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June 14, 2011

City of Highland City Council/Redevelopment Agency Boa -8
City of Highland

Subject: 2011/2013 Budget Transmittal Letter
Dear Mayor/City Council and Chairman/Redevelopment Agency Board Members:

While by definition the recession is officially over in the United States, the Inland Empire and
the City of Highland are still feeling the impacts. The economic engine of the Inland Empire is
housing. The housing market has been significantly impacted during the recession and continues
to struggle to revive. There are signs that the housing market is recovering. Foreclosures are
slowing, existing home prices are stabilizing and in Highland we have new homes being built
again. Even with these positive signs, it will be a long road to a full recovery, property taxes
have fallen 24.5% or $907,000 from its peak in 2008-2009 and it will take many years for
property assessments to reach their former levels. That being said the City of Highland is
moving forward to plan for and build the infrastructure to support the needs of generations to
come.

While we move forward we are doing so with caution. There are many factors that are out of the
control of the City that could in fact restrain our ability to provide services and build necessary
infrastructure. These factors include the Governor’s proposal for the elimination of the Highland
Redevelopment Agency, elimination of COPS funding, reinstitution of booking fees, increases to
public safety contracts, and further revenue declines due to a slow economy.

STRATEGIC PLANNING DRIVES THE BUDGET:

Through conservative budgeting by the past and current City Council, Highland is in a relatively
good fiscal position and has been able to survive despite predictions of failure by the Local
Agency Formation Commission and the down turn of the economy without any cuts to service
levels. Another major factor why Highland is in a good overall position has been the process of
focusing the efforts of the organization through the Work Program. This process has been done
since incorporation in the form of strategic planning in which the City Council spends a
substantial amount of time to decide what are the most important projects and programs for the
City Although many cities do this, they generally combine it with the budget process and do not
give the time and effort needed to really focus on those items that are most important. Every two
years, the nghland City Council spends two months and two special meetings dedicated to
setting those priorities. That process culminates with the production of the Work Program. This
document sets the course for the organization for the next two-year period. The Work Program
drives the budget and thus reduces the chance of major surprises when the budget is presented to
City Council. IThe Highland model of strategic planning was recognized by the League of
California Cities with a prestigious Helen Putnam Award of Excellence.

Office of the City Manager
i 27215 Base Line, Highland, CA 92346
: (509) 864-6861 Ext. 221 FAX (909) 862-3180
www.ci.highland.ca.us
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OPERATING BUDGET:

The general fund revenue for 2011/2012 is $15,356,030. The expenditures projected for the

same period of time are $15,292,920. This leaves the expenditure over revenue projection at
$63,110 for the year.

The expenditures projécted for 2012/2013 in the general fund are $14,765,715. The revenue for

the same period of time is $14,702,605. This leaves the expenditure over revenue projection at
$63,110 for the year.

The $63,110 of expenditure over revenue in both years comes from the funding of a Gang
Detective position in the Sheriff’s contract using Extraction Tax revenue fund balance. In
September of 2010 the City Council approved the hiring of the Gang Detective using the
Extraction Tax as a revenue source. There are adequate reserves available to fund the position
while the economy is down and the fund will replenish during a stronger economy thus having a
revenue source for this position for the foreseeable future.

With the $63,110 of funding for the Gang Detective coming from a dedicated funding source that
means that the budget for the next two years is literally balanced. Balancing the budget was
challenging this year due mainly to the down turn in the economy which has impacted revenues,

particularly property taxes. The following major sources of revenue are expected to remain
relatively flat:

Revenue Source 20102011 201172012  2012/2013
Property Tax $2,790,000  $2,790,000  $2,820,000
VLF Property Tax 3,800,000 3,800,000 3,815,000
Sales Tax from Property Tax 380,000 575,000 580,000
Property Tax Fire 2,150,000 2,104,740 2,127,365
Extraction Tax 85,000 85,000 85,000
Sales Tax 1,515,000 1,525,000 1,560,000

The cost of the contract for law enforcement continuing to rise over the two-year budget period
also made balancing the budget challenging. The Police Budget is estimated to increase by
$326,960 over the next two years. Since Fiscal Year 2006/07 the budget for law enforcement is
projected to increase by over $1.3 million by Fiscal Year 2012/13.

The Fire/Medic Department budgets are proposed to actually decrease by a combined $272,885
over the two-year budget period. Since Fiscal Year 2006/07 the budget for the Fire Department
increased over $1 million by Fiscal Year 2010/11. Because of reductions in the State budget the
contract with Cal Fire will reduce over the next two years. That being said, the major source of
revenue for the Fire Department is property taxes which as stated previously have seen a
dramatic reduction. So while the expenditures for these services have decreased the major
revenue source has also decreased from peak levels by 24.5%.

OPERATIONAL BUDGET:

Without a doubt, the service that has been most enhanced in the City of Highland over the years
has been public safety.
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Within one year after incorporation, the City added six deputies to the police force in addition to
that which was provided by the County of San Bernardino prior to incorporation. The City has
continued to increase law enforcement services since this time by adding thirteen (13) additional
sworn positions to the contract with the San Bemardino County Sheriff’s Office. Changes to the
scheduling format (3-12 schedule) by the Sheriff’s Department allowed the City to have more
officers on the street and created the opportunity to consider restructuring of the traditional
enforcement models. After careful evaluation of the staffing allocation in the Police Department,
the need for a dedicated Gang Team was established. To be effective, a Gang Team needed a
minimum of 4 officers. One of those officers was the new Gang Detective who serves as the
team leader/supervisor and is actively involved in the day to day enforcement activities. With
this in mind, the following restructuring plan was conceived:

Build a four-man Gang Team:
¢ Moved one deputy position from the two- man MET (Multiple Enforcement Team).

* Moved one deputy position from patrol. (This still left 3 3/4 deputies per patrol shift). This
was only possible because of the new 3-12 schedule. Previously there were times when only
two officers where on a patrol shift .

o Moved one deputy position from the two-man traffic detail. Some of the general traffic
enforcement duties were transferred to the patrol deputies who are assigned a rotating traffic
position on their by-weekly 8 hour shift.

¢ Added a new gang detective position to the police contract.

* Added a new Sheriff’s Services Specialist to assist with reports to free up deputies for priority
calls and proactive patrol.

This restructured model resulted in the Police Department maintaining the following:

16 ofticers assigned to patrol (with rotating traffic assignments)
4 officers assigned to the Gang Team (1 detective and 3 deputies)
1 officer assigned to the Traffic Division
1 officer assigned as the POP officer (Problem Oriented Policing)
1 officer assigned as the MET officer (Multiple Enforcement Team)
2 detectives assigned to general investigations (not including the gang detective)
5 sergeants assigned to patrol and administration.

This model which combines the new 3-12 schedule and creates a new Gang Team is significantly
superior to any staffing model the Highland Police Department has ever utilized. This model
signified a shift from being a primarily reactive police force to having a strong pro-active branch.

While the City has strived to increase law enforcement services the cost of providing these
services continues to stretch the budget. The County of San Bemnardino is currently in
negotiations with the deputies to decline pay raises that are scheduled to take place over the next
year. If the deputies vote to not forgo the raises then the Council will have to consider a
reduction in the contract for law enforcement services. We could not balance the budget while
including the projected cost of the raises. Therefore, it is staff’s recommendation that if the
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raises are given then the contract for law enforcement services be reduced to the amount
budgeted.

In 1999 the City took over the fire services from CSA 38 and promptly opened up the east side
fire station, which had previously been operated solely by volunteers. The City continued to
increase service to the community by opening its third fire station located on Sterling Ave.

In the Fire Department, the greatest increase in personnel occurred when the City increased
service levels from a minimum two staff per engine to minimum three staff per engine.
Previously even though there might be three to four staff on the engine the minimum was two.
Now there are no less than three fire personnel per engine. The complement of fire fighters and
paramedics went from 25.5 personnel to 30 personnel.

The budget for Fire and Paramedic services is projected to decrease over the two years because
of reductions in the State budget. There are no changes to staffing levels being proposed at this
time. The City is planning for the future of the Fire Department and is currently designing a new
Fire Station that would replace Station 1. This new station is being designed to house a ladder
truck that would serve new commercial development that is projected to occur in the City.

For the most part there are no other significant operational increases or decreases contained in
the proposed budget. No new full-time positions are being requested or considered. No cost of
living increases are being proposed for City staff and travel and conference budgets have been
reduced to a minimum.

FUND BALANCES:

Over the past 23 years the City has built up fund balances in order to weather hard times and to
provide an adequate match to aggressively pursue grant opportunities. In addition, funds have
been set aside to help in the construction of planned public projects. In doing so, the City has
operated on a “pay as you go” basis and does not have outstanding debts by the City’s general
fund and therefore will not burden future generations.

The community capital projects over the next two years will be heavily reliant on the fund
balances as well as bond proceeds through the Redevelopment Agency to pay for one-time
projects.

On March 24, 1998 the city adopted the “Development Impact Fee Update Report and Capital
Facilities Plan.” This analysis adjusted the impact fees charged to all new development to make
sure they paid their fair share of needed public infrastructures. The original study had been
amended various times since its completion in 1989. The fees raised are used, in conjunction
with local funds, to build necessary public infrastructure and facilities, which are impacted by
new development, '

The DIF Study was updated in 2006 with the revised report indicating that the City would need
to match the development impact fees collected from new development with $123.2 million of
locally raised and/or grant funds. These development fees would only pay about half of the cost
for such things as street/traffic facilities, storms drains, police/fire facilities, library facilities and
parks/recreational facilities.



Therefore, the City has to maintain an adequate fund balance in order to pay its portion of these
and other projects in the future when they are constructed.

The estimated fund balances available for community capital projects are provided below:

FUND 20102011 201172012  2012/2013
Development Impact Fee:

Reserved $7,819,340 $7,509,304 $6,769,340
RDA:

Capital Projects 28,751,323 16,093,173 11,498,223

Low/Mod Income Housing 7,124,934 . 4,401,479 3,679,699

RDA Debt Service 14,302,209 11,950,049 11,424,039
General Fund:

Unreserved/Undesignated 1,739,946 1,739,946 1,739,946

Capital Projects 595,000 595,000 595,000

Operational 6,465,250 6,402,140 6,339,030

Equipment/Vehicle Replacement 675,000 675,000 675,000

Reserved 11,006 11,006 11,006
General Capital Financing:

Unreserved/Undesignated 2,608,868 1,952,468 1,386,468

Capital Projects-Infrastructure 6,071,000 5,321,000 5,321,000
Fire:

Unreserved/Undesignated 503,605 503,605 503,605

Capital Projects-Buildings 530,000 530,000 530,000

Operational 635,000 635,000 635,000

Equipment/Vehicle Replacement 1,650,000 1,050,000 1,050,000

Fire Emergency 1,611,756 1,611,756 1,611,756

Capital Projects 1,219,141 1,219,141 1,219,141
Gas Tax:

Reserved . 2,843,914 1,552,924 1,050,459
Measure [:

Reserved 6,483,123 2,264,123 545,123
Developers Fees:

Capital Projects 2,949,892 2,945,697 2,941,502
Assessment Districts

Landscape Maintenance 446,275 423,775 395,175

Street Light (202,665) (389,965) (571,565)

Community Trails 16,870 8,220 20

Park Maintenance 39,095 44,865 48,685

Street/Storm Drain 200,405 207,605 215,305
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The two fund balances that continue to be a concern are the Street Light Assessment District and
the Landscape Maintenance District. The main reason for the decrease in the fund balance for
the Street Light Assessment District is the increase of energy costs. Staff is currently working
with Southern California Edison on the installation of new technologies that will help to offset
those impacts as well as a study to determine funding alternatives. Staff is also looking at other
innovative methods to reduce the costs of the Landscape Maintenance Districts such as the
installation of weather station monitored watering systems which occurred recently.

MAJOR COMMUNITY CAPITAL PROJECTS:

This budget reflects an extraordinary amount of community capital projects. These projects are
generally one-time expenditures and are for infrastructure and facilities to benefit the
community.

Listed below are some of the major community capital projects that are to be built or performed
during 2011/12 and 2012/13 fiscal years. Information for the chart below was derived from the
Five-Year Capital Improvement Program.

The major community capital projects for 2011/12 are:

PROJECT COST
Police Station (Completion) $2,000,000
" Sterling Ave Storm Drain 1,456,000
Base Line Rehabilitation {Victoria to Cole) 1,050,000
Base Line Rehabilitation (Cole to SR210) 768,000
Highland Ave Rehabilitation (Surry to Church St) 883,000
Church St Rehabilitation {Greenspot to Highland) 1,402,000
Base Line Rehabilitation {Osbun to Victoria) 1,294,000
Boulder Ave Bridge 14,758,000
Greenspot Bridge at Santa Ana River 4,505,000
Base Line Bridge at City Creek 2,191,000
Palm/Alabama Bridge at City Creek 1,000,000
Greenspot Rd (Boulder to SR 210) 5,296,000
Lankershim Curb, Gutters, Sidewalk (5th to Cypress) 694,000
Tiger IT Strom Drain 4,999,000
Tiger 1T 5™ St (SR210 to Del Rosa Dr) 11,761,000
Base Line Safety Improvements (SR 210 to Boulder) 910,000
Base Line Beautification (Cole to SR 210) 1,288,000

The major community capital projects for 2012/2013 are:

PROJECT -~ CcoST

Victoria Ave Interchange Project Report $1,250,000
Weaver St (Greenspot Rd to Base Line) 759,000
Greenspot Bridge at Santa Ana River 9,553,000
Base Line Bridge at City Creek 10,033,000

Palm/Historic District Improvements 899,000
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The capital projects listed above are only those in excess of $500,000 dollars. There are an
additional thirty two (32) projects that range from $40,000 to $490,000 that are programmed to
be constructed or under construction in the next two years.

The total estimated Five-Year Capital Improvement Program is estimated to be in excess of $155
million.

LOOKING TO THE FUTURE:

Through the foresight of the present and past City Councils, Highland is in the position to build
the planned infrastructure and community projects that will benefit the citizens now and into the
future.

Through a conservative budget approach and efficient utilization of staffing, Highland is in a
good position to weather this economic storm as long as there are no more takes of funds by the
State of California. Any take or reduction of City or Redevelopment revenue by the State would
mean either cuts in services or a reduction in reserves. The severity and length of the take or
reduction would determine the option that staff would recommend to the Council.

Through the direction given in the Work Program, staff has the course set that is desired by the
City Council. This budget is a direct reflection of the Work Program and staff will, to the best of
our ability, work to obtain the goals that have been established.

Into the future, there are a number of projects that hold economic development potential for the
community. Some of these are: the “Golden Triangle” at Greenspot Road east of the freeway,
the San Manuel Band of Mission Indian’s project west of the freeway at Highland Avenue, and
the town center projects on Base Line west of the freeway. However, the revenues that these
projects will bring in will probably be offset by an on going increase in services required by
existing programs including but not limited to a future ladder company in the fire department
(which is not included in this budget). The vacant land owned by Orange County Flood Control
that is on the far eastern end of the community will also start the planning phase of its
development soon. The 1600 acre project will be a master planned community and will take a
considerable amount of staff time to go through the planning and entitlement process.

Looking to the future needs of public safety, as was pointed out above, the new potential
development in the community will more than likely only generate enough revenue to offset the
service requirements of the projects. Additionally, as detailed previously, the costs of providing
public safety services continues to increase dramatically. In order to increase public safety
services above the current level new funding sources will need to be explored in the future.

I want to thank the City Council for their support and conservative fiscal approach to local
government. I also would like to thank the outstanding staff that we have in Highland for their
day to day work as well as their work on this budget. A special thank you needs to go to the
City’s Director of Administrative Services, Chuck Dantuono, for his work on this budget.
Finally, 1 want to express appreciation to the Finance Subcommittee of Councilmembers Sam
Racadio and John Timmer for their insight during the budget process.
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The City of Highland’s mission statement reads:

Highland is dedicated to the betterment of the individual, the family, the neighborhood and
the community. The City Council and the staff of Highland are dedicated to providing the
quality of public facilities and services that its citizens are willing to fund and will do so as
efficiently as possible.

This budget once again is a direct reflection of the Highland mission statement.

It is with great pleasure that I serve the City Council and the community and present this budget
for your consideration.

Respectfully submitted,

» L-'
Joseph A. Hughes K N

City Manager
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CITY OF HIGHLAND
2011-2013 BIENNIAL BUDGET

CITY PROFILE
HISTORY

Highland’s modern history began in the late 1850's when the Cram brothers settled in what is
now known as Highland. The Cram’s discovered that the soil produced excellent oranges and
planted many of the groves that are still in existence today.

A small community called Messina began forming at Base Line and Palm Avenue in the 1870's,
but the town nameé was changed to Highland in 1883 when a settlement was begun at Palm
Avenue and Pacific Street. When the Santa Fe Railroad put in a depot at Palm and Pacific in
1891, the area became firmly entrenched as the town’s center and its buildings and houses
remain largely intact today. The original town site has been called one of the best preserved
examples of a citrus town in California.

Highland became a well-known citrus region and remained so until the 1930's when the railroad
ceased operation and the citrus industry was hit with a recession. The citrus industry never fully
recovered in the area, and the community grew slowly over the next 20-30 years.

The next big change came in the early 1980's when Mobil Oil’s master planned community of
East Highlands Ranch began construction. East Highlands Ranch contains more than 1,760
acres with an eventual dwelling build out of 2,760 units. Many areas outside of East Highlands
Ranch have housing options offering opportunities for the first time home buyer to the upscale
buyer. The rural atmosphere and proximity to the mountains have made Highland an attractive
location in which to live.

Highland incorporated on November 24, 1987 and is located in San Bernardino County. San
Bemardino County along with Riverside County, comprise the Inland Empire, one of the fastest
growing regions in the United States, not only in population, but in job growth rates as well.
Highland has a current population of 53,444 people and is approximately 15 square miles. In
October 2000, Highland completed annexation of 3,300 acres in the City’s southeast area. This
territory currently consists mainly of undeveloped land. Development is not expected in the
immediate future. ‘

SHOPPING OPPORTUNITIES

There is a large array of shopping opportunities available in the Highland area including nearby
supermarkets, drug stores and shopping centers. The Highland Village Plaza contains a 184,000
square foot shopping center anchored by Albertson’s Supermarket and CVS Pharmacy and is
situated on the northeast corner of Boulder Avenue and Base Line. A Starbuck’s & Popeye’s
were constructed next to the Shell Gas Station at the corner of Base Line & State Route 210. On
Highland Avenue and Victoria Avenue are a Food 4 Less Supermarket and a 25,000 square foot
Big Lots. Walgreens is located on the corner of Base Line and Boulder Avenue. The Village at
East Highlands located at the corner of Greenspot Road and Church Street contains a new Stater
Bros. supermarket as well as Coldstone Ice Cream, It’s a Grind Coffee and Subway. Just recently



CITY PROFILE (continued)
opened on Greenspot Road just east of SR 210 are a Lowe’s Home Improvement Center, Del
Taco, Subway, Lindora, LA Fitness and Staples. In ‘N Out Burger is expected to open in the
summer of 2011, Also recently opened is a CVS pharmacy on Base Line/Palm Avenue,

EDUCATIONAL and MEDICAL FACILITIES

Highland is served by a multitude of hospitals and educational facilities. The award winning
Redlands and San Berardino School Districts both operate schools within Highland. Local
colleges and universities include nearby California State University, San Bernardino (CSUSB),
the University of California at Riverside (UCR), the University of Redlands, Loma Linda
University, and junior colleges such as Riverside Community College (RCC), Crafion Hills
College and San Bernardino Valley Community College. Recently constructed were Beattie
Middle School and Highland Grove Elementary School. Both schools are located at Greenspot
and Orange Street. Citrus Grove High School recently opened and is currently serving Highland.

Hospital or medical facilities located in or near Highland include St. Bernardine’s Medical Clinic
and Beaver Medical Clinic. Saint Bernardine’s, San Bermnardino County Hospital, San
Bernardino Community Hospital, Veteran’s Administration Hospital, Loma Linda University
Hospital and Kaiser Permanente Hospital are also nearby.

CULTURAL and RECREATION ACTIVITIES

The East Highlands area has numerous community trails which will eventually link with the
Santa Ana River Corridor Trail System, a trail system that will connect Highland with the Pacific
Ocean. Mountain communities such as' Lake Arrowhead, Crestline and Big Bear, are a short
drive from Highland. Southern California’s desert resort communities such as Palm Springs are
also a short drive from Highland. Amusement parks such as Disneyland, Knott’s Berry Farm
and Magic Mountain are located in the Los Angeles/Orange County area about 60 miles west of
Highland.

Highland residents who are sports fans have many venues to choose from. Sports Arenas such as
Dodger Stadium, Angel Stadium, The Honda Center, The Home Depot Center and Staples
Arena, host professional teams such as the Los Angeles Dodgers, Los Angeles Angels of
Anaheim, Anaheim Ducks, Los Angeles Lakers, Los Angeles Clippers, Los Angeles Galaxy,
Chivas USA and the Los Angeles Kings. The Auto Club Speedway, which host’s NASCAR
races, is approximately 10 miles west of Highland.

The San Manuel Amphitheatre, which has hosted musical acts such as Rascal Flatts, KISS, Toby
Keith, Aerosmith, Tim McGraw and Ozzfest, is located approximately 15 miles north of
Highland. Also, a short drive away from Highland, are ski resorts such as Snow Summit, Big
Bear and Mountain High. The San Manuel Band of Mission Indians has a casino immediately
north of Highland.

The City of Highland recently partnered with the County of San Bernardino to build a 25,000
square foot facility called the Sam J. Racadio Library and Environmental Learning Center.
Leased to the County, this facility provides outstanding reading and learning opportunities for
Highland residents. The Environmental Learning Center educates on how to recycle and protect

4



CITY PROFILE (continued)

the environment and is used by many schools in the neighboring cities for field trips. The San
Bernardino County museum is a short four miles from Highland and its exhibits contain natural

and local history. The Jerry Lewis Community Center and Highland Athletic Center is operated
by the East Valley YMCA and is used as a multipurpose gymnasium and fitness center.

Highland’s central location to the beach, mountains and desert make it a desirable place to live.
Highland has a variety of parks. Aurantia Park, designated as a natural park, has a dog run, trails
and picnic tables while Highland Community Park has four ball fields that are used by Central
Little League. Highland Community Park also has park benches and built in barbeques. Canyon
Oaks Park, Cunningham Park, Oak Creck Park and Seely Park make up the City’s Parks
Maintenance District.
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CITY OF HIGHLAND
2011-2013 BIENNIAL BUDGET

MAINTENANCE WORKER [I*

COMMUNITY VOLUNTEER SERVICES COORD.*

CODE COMPLIANCE OFFICER*
HOUSING TECHNICIAN
ADMINISTRATIVE ASSISTANT II
MAINTENANCE WORKER I
HOUSING TECHNICIAN
ASSISTANT PLANNER
ADMINISTRATIVE ASSISTANT I
ADMINISTRATIVE ASSISTANT III
SENIOR PLANNER

MAINTENANCE SUPERINTENDENT
SENIOR CODE COMPLIANCE OFFICER
ACCOUNTING TECHNICIAN I
MAINTENANCE WORKER II
MAINTENANCE WORKER 1

SENIOR ACCOUNTANT
ADMINISTRATIVE ASSISTANT III
CODE COMPLIANCE OFFICER

11

CITY & CONTRACT STAFF
CITY STAFF
MANAGEMENT
CITY MANAGER Joseph A. Hughes
ASSISTANT PUBLIC WORKS DIRECTOR Dennis Barton
ADMINISTRATIVE ANALYST David Daniely
DIRECTOR OF ADMINISTRATIVE SERVICES Chuck Dantuono
BUILDING OFFICIAL Dale Everman
CITY CLERK Betty Hughes
COMMUNITY DEVELOPMENT DIRECTOR John Jaquess
CITY PLANNER Larry Mainez
PUBLIC SERVICES MANAGER Melissa Morgan
ADMINISTRATIVE ANALYST* Jim Rissmiller
PUBLIC WORKS DIRECTOR/CITY ENGINEER Ernie Wong
ASSISTANT PUBLIC WORKS DIRECTOR* Vacant
SUPPORT .
PLANNING TECHNICIAN Angela Aguilar
PERMIT TECHNICIAN Debbie Ames
SENIOR MAINTENANCE WORKER Lance Arnegard
MAINTENANCE WORKER I Jack Avon
ACCOUNTING ASSISTANT II Michelle Brooks
MAINTENANCE WORKER 11 Angel Chenault
ACCOUNTING ASSISTANT I Lia Dominguez

Archie Drew
Denise Garnsey
Steve Harrison
Gabby Hernandez
Stacey Honn
Damion Houser
Judith Jaurigue
Sean Kelleher
Brandy Littleton
Linda McKeough
Bruce Meikle
Vince Moreno
Yivienne Muro
Janel Olsen

Pino Perez
Sergio Quen
Terry Rhodes
Elena Rodrigues

Steven Rendina



CITY & CONTRACT STAFF (continued)

SUPPORT (continued)

PUBLIC SERVICES COORDINATOR Andrea Saavedra
ADMINISTRATIVE ASSISTANT II Sharon Simon
ECONOMIC DEVELOPMENT SPECIALIST Kim Stater
ADMINISTRATIVE ASSISTANT I Nancy Stewart
*Part-Time
CONTRACT STAFF
CITY ATTORNEY Craig Steele
Richards, Watson & Gershon
POLICE DEPARTMENT Captain Dave Williams
Lieutenant Bobby Guillen
S. B. Co. Sheriff’s Department
FIRE DEPARTMENT Battalion Chief Jeff Veik
Cal Fire
ENGINEERING PROJECT MANAGER Jim Godfredsen

Engineering Resources of
Southern California, Inc.

STAFFING LEVELS

Staffing levels for full-time employees have not increased since fiscal year 2008-2009 as
can be seen on the graph on page 13. From 2006-2007 to 2008-2009, only one full-time
position was added.

There are no new full-time positions proposed for 2011-2012 & 2012-2013. However, a
part-time Assistant Public Works Director position is being proposed to help with the
current public works projects. This position would take the place of a current contract
position and is only being proposed for the length of this biennial budget.

Most of the full-time employees are charged to several departments. At the beginning of
every budget, these allocations are reviewed to see if any adjustments need to be made.
For budget years 2011-2012 & 2012-2013, many positions were scrutinized to see if
percentage allocations needed to be changed. As can be seen on page 13, the same
staffing levels are present for fiscal years 2008-2009, 2009-2010, 2010-2011, 2001-2012
& 2012-2013. However, the allocations to departments may be different.

12
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STAFF LEVELS

FULL-TIME
2008-2009 2009-2010 2010-2011 2011-2012 2012-2013

2008-2009 2009-2010 2010-2011 2011-2012 2012-2013

City Clerk 1.950 1.800 1.800 1.800 1.800
General Government 3.650 3.650 3.650 3.650 3.650
Personnel 0.300 0.300 0.300 0.300 0.300
Finance 3.950 3.900 3.900 3.900 3.900
Public Works 5.500 5.250 5.250 5.250 5.250
Engineering 1.000 0.750 0.750 0.750 0.750
Planning 4.650 4.500 4.500 4.500 4.500
Public Services 2.000 2.000 2.000 2.000 2.000
Building & Safety 1.800 1.475 1.475 1.475 1.475
Code Enforcement 1.750 1.775 1.775 17978 1.775
Parks 2.250 2.250 2.250 2.250 2.250
Graffiti 1.000 1.000 1.000 1.000 1.000
CDBG 1.400 1.400 1.400 1.400 1.400
General Liability 0.400 0.400 0.400 0.400 0.400
Building Services 0.250 0.250 0.250 0.250 0.250
Redevelopment Agency 5.150 6.300 6.300 6.300 6.300
37.000 37.000 37.000 37.000 37.000

13
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CITY OF HIGHLAND
2011-2013 BIENNIAL BUDGET

EMPLOYEE BENEFIT SUMMARY
Retirement - The City is a member of the State of California Public Employee Retirement
System (PERS). The City’s formula is 2% @ 55. The City pays both the employee and

employer contribution.

Mileage Reimbursement - Paid at the current Internal Revenue Service (IRS) rate while using a
personal vehicle on legitimate City business.

Education Reimbursement - Any educational reimbursement must have the employee’s
supervisor’s prior approval that courses are applicable. Any education reimbursement must also
be budgeted in advance. There are no proposed educational reimbursements in this budget.

Life Insurance - Equivalent to employees’ annual salary paid by the City (Full-time employees
only).

Cafeteria Plan - The City contributes $900 per month to a Cafeteria Plan that includes health
insurance, dental insurance and vision insurance. Any unused balance can be taken as cash or be
placed in a deferred compensation plan. Any amount that employees must pay out of their own
pocket is tax deductible.

Deferred Compensation - A section 457 plan is available to full-time employees at their cost.
The City Manager receives a city paid contribution of $1 for every $2 of personal contribution up
to the maximum annual allowed combined contribution.

Vacation

Years of service 0-1 1-2 23 34 45 56 6-7 7-8 89 9-10 10+
Annual daysaccrued 10 11 12 13 14 15 16 17 18 19 20

*For more than ten years of service, employees accrue twenty annual days of vacation.

Holidays - Full-time employees receive 12 paid holidays per year. Three of the days are floating
holidays and can be used at the employee’s discretion.

Sick Leave - Full-time employees receive 8 hours of sick leave per month.

Administrative Leave - Full-time management employees receive 80 hours of administrative
leave per year.

Call-out Credit - Available to non-management employees.

15



EMPLOYEE BENEFIT SUMMARY (continued)

Clothing Reimbursement - Available to employees for damaged clothing while conducting
City business.

Uniform Allowance - A uniform allowance is available to specific employee classifications.
The uniform allowance is $300 per year and $425 per year for those that require steel toe boots.

Auto Allowance — The City Manager receives $700 per month and Directors receive $300 per
month. ‘

Vacation Buy-back - Full-time employees can buy-back up to 60 hours of vacation per calendar
year.

Sick Leave Incentive Program - Full-time employees can buy-back up to 48 hours of sick leave
per calendar year as long as their balance does not go below 192 hours. Any sick leave used
during the year is deducted from the amount that can be purchased.

Administrative Leave Buy-back - Management staff can buy-back up to 60 hours of
administrative leave per fiscal year.

Comp Time Buy-back — Upon approval of the City Manager, employees can buy-back comp
time if it exceeds 80 hours.

Medicare & Social Security — The employer portions are 1.45% for Medicare and 6.2% for
Social Security.

16



CITY OF HIGHLAND
2011-2013 BIENNIAL BUDGET

SERVICES

The City of Highland provides a variety of services both at City Hall and through contract
services. The four main branches of services that the City provides are: administrative,
community development, public safety and public works. Below is a brief description of each.

ADMINISTRATIVE SERVICES includes the departments of the City Manager, the City Clerk,
the City Treasurer and the City Attorney. The City Manager is responsible for running the day-
to-day operations of the City. The City Clerk’s department is primarily responsible for records
management and is the custodian of all records. The City Treasurer’s department is responsible
for the investments and all financial reporting aspects of the City’s investments. The City
Attorney is contracted and does not have an office at City Hall. The City Attorney may be
contacted through the City Clerk's Department. Part of the Administrative Services is fiscal
services and is performed by city staff. Fiscal services include: Accounting, Purchasing, Payroll
and Licensing. Collections, Fee Analysis and Auditing are contracted to private entities.
Licensing includes business licenses and dog licenses, and is handled through the Finance
Department along with other financial activities. Business license enforcément is handled
through our code enforcement department at City Hall. Budgeting is handled through all
departments and compiled in the City Manager and Finance Departments. Another branch of
Administrative Services are general services. These services include Risk Management and
Human Resources. These are provided at City Hall. Risk Management includes the City’s
insurance as well as issuance of special event permits. Human Resources include the recruitment
and hiring in the City’s Personnel Department,

COMMUNITY DEVELOPMENT encompasses Planning, Economic Development,
Redevelopment, Building & Safety and Code Enforcement. All of these services are available at
City Hall. The City through an engineering firm contracts building & safety plan checking
services. Some of the services within each department may have portions contracted out, i.e.,
landscape architect and general plan checking and inspection.

PUBLIC SAFETY is completely contracted and located separately from City Hall. The City
uses the San Bernardino County Sheriff’s Department for all its police services and various
preventive programs; i.e., citizen patrol, neighborhood watch, CAL-ID, and others. The City
also contracts with the County of San Bernardino for animal control services. Fire and
paramedic services are contracted through the State (Cal Fire) formerly known as the California
Department of Forestry (CDF).

PUBLIC WORKS services are all handled through City Hall. Engineering is available at City
Hall with inspections and plan checking provided through a contract-engineering firm that has
office space inside City Hall. Minor street maintenance and general upkeep of the City is
provided through our own maintenance staff. Major overlays and projects are performed by
contract staff or are awarded through the public bid process. Special maintenance services are

17



SERVICES (continued)

contracted to independent firms. These services include but are not limited to: streetlights,
landscape, trails, parks, traffic signals and street sweeping maintenance. Graffiti removal, parks
maintenance, trails maintenance, facilities maintenance, fleet maintenance and public services
are also provided by public works. Volunteer Services coordinates volunteers for different
activities including community clean ups, blood drives and public safety appreciation week.

There are OTHER SERVICES provided to the citizens of Highland that are not overseen
directly by the City. These services include utilities: gas, electric, water & sewer, refuse
disposal, cable TV, satellite TV, internet service, library services, vector control, and public
transportation. The private sector, special districts and the County of San Bernardino provide
these services.

18



CITY OF HIGHLAND
2011-2013 BIENNIAL BUDGET

BUDGET PROCESS & TECHNIQUES

GOALS

The budget year starts in January with City staff discussing with the City Council the anticipated
goals and objectives for the two-year period, also known as the Work Program. In this process,
projects, anticipated work hours, costs and projected time of completion are discussed. After
these discussions are completed, the City Council, with guidance from staff, sets the priorities for
these various goals. The City Council works with staff to acquire an understanding of whether
all their priorities are going to be met in a timely fashion and if the budget will allow these goals
to be completed. Occasionally, there are goals that will have to be accomplished in future years
due to budget constraints and/or work hours available.

BUDGET PREPARATION

After the goals process is complete, the budget process can begin. The budget process starts in
January with the Director of Administrative Services preparing budget packets. The Director of
Administrative Services provides a budget orientation and hands out budget packets at the first
management staff meeting in February. Included in these budget packets are; instructions on
how to print out expenditure reports; instructions on how to enter their budgets in the finance
software; instructions on how to print their budgets after entering the information; a position
allocation sheet which shows how each employee is allocated; and worksheets to provide detail
on their budget requests.

During the remainder of February and into March, each department head prepares budgets for
the departments they are responsible for. It is common for a department head to be responsible
for multiple budgets. At this same time, the Director of Administrative Services begins to
prepare the salary and benefit estimates. The Director of Administrative Services is responsible
for preparing the budgets for salaries and benefits.

BUDGET REVIEWS

Meetings are scheduled so that each department head can meet with the City Manager and
Director of Administrative Services to discuss each department’s budget. These meetings
usually begin in mid March and can continue into early April based on how difficult it is to
balance the General Fund. Line items are then scrutinized as to their necessity and whether the
item is needed. Additional funding mechanisms are discussed as well as expenditure
alternatives. Detail must be presented for each line item requested. Department heads are not
permitted to just add a percentage on the current budget to arrive at a proposed budget figure.
Every line item must be justified. Other items discussed at these meetings are major
expenditures being requested such as equipment, software, furniture & fixtures, vehicles,
property acquisitions, capital projects and contract services. Requests for the additional
personnel, whether it be a full-time position or a part-time position are also discussed at this
meeting. Also discussed at this meeting is the departmental allocation of staff salaries and
benefits. Department heads, the City Manager and the Director of Administrative Services
discuss whether current staff allocations should be changed or not.

19



BUDGET PROCESS & TECHNIQUES (continued)

REVENUE FORECASTING

In late March or early April, the City Manager and Director of Administrative Services meet to
discuss projected revenues. Revenue forecasting is accomplished by comparing revenues from
previous years along with anticipated changes in the economy and the state budget. Any pending
legislative acts combined with anticipated activities in the City are also added to the formula to
arrive at a workable revenue forecast. The last ingredient to the mixture is conservatism to make
revenues more realistic (in other words, revenues are reduced). The revenue estimates as well as
the 5-year CIP is presented to the Finance Subcommittee at the first meeting in April.

BUDGET COMPILATION and PRELIMINARY BUDGET DOCUMENT

After the City Manager and Director of Administrative Services have met with the department
heads and have discussed the revenues, the Director of Administrative Services compiles a rough
draft of expenditures to compare with the revenue forecasting, The outcome of the comparison
will decide whether further review of revenues and/or expenditures is needed. If no further
review is needed at this time, the Director of Administrative Services prepares the estimated fund
balance projections. The City Manager and Director of Administrative Services meet to discuss
the projected fund balances. After this meeting, the City Manager and Director of
Administrative Services will meet to go over the final draft of the preliminary budget. At the
first meeting in May, the preliminary budget is presented to the City Council and Redevelopment
Agency Board. At that meeting, the City Council/RDA Board set a date for the study session.

FINAL BUDGET DOCUMENT PRESENTATION
In late May or early June, a study session open to the public is held with the City
Council/Redevelopment Agency Board and management staff. After this meeting, the City
Manager and Director of Administrative Services will meet one last time to discuss the final
draft of the budget. This final draft is presented to the City Council/Redevelopment Agency
Board at the second meeting in June. If adopted, the budget is implemented on July 1st,

CHANGES DURING THE BUDGET YEARS

The most important thing to remember about any budget is that it is a best estimate of sources
and uses that occur during a given period of time. There is always a need to review these
estimates with actual figures to gauge performance, not only by monetary means, but by project
as well. In the following January, a review of the budget is conducted to see how close the
estimated figures are in comparison to the actual figures. The Director of Administrative
Services prepares midyear budget adjustments for year one of the biennial budget. These are
adjustments to the original budget that usually come up after the budget has been adopted. In the
following July (the second budget year), carryover budget adjustments are prepared for items
that were originally budgeted for in year one of the biennial budget, but could not be used until
the second year. This is typically for capital projects that cross over fiscal years. In January of
year two, budget adjustments are prepared for items that were not originally budgeted for 18
months earlier.
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CITY OF HIGHLAND
2011-2013 BIENNIAL BUDGET

BUDGET STATEMENT & POLICIES

What is an “operational budget?”

An operational budget is a PLAN for the accomplishment of PROGRAMS related to
OBJECTIVES and GOALS within a definite TIME period, including an estimate of
RESOURCES REQUIRED, together with an estimate of the RESOURCES
AVAILABLE, usually compared with one or more PAST PERIODS and showing
FUTURE REQUIREMENTS.

The City of Highland views the budget as a means of balancing revenues and
expenditures by estimating revenues conservatively and by adjusting department budget
requests accordingly. The City estimates revenues based on prior year history and future
projects that would bring in additional funds. The City staff is cognizant of the fact that
revenues have always been lean and budget their departmental expenditures accordingty.
Staff budgets revenues low and expenditures high. History has shown that actual
revenues are higher and expenditures lower than budgeted. The City also tries to expend
all current operating and capital operations out of current revenues.

An operational budget provides accountability and conirol over sources and uses by
defining the budget to line item detail. It is a document of policy. City Council programs
and policies along with departmental goals, objectives, accomplishments and
performance measures are the guides for departments to assess their performance.

These policies are then defined as dollar amounts in areas of salaries, benefits, operations
& materials, contractual services, debt service, capital outlay and capital project needs to
accomplish these policies.

The budget document is designed to incorporate into the financial statements for ease of
reporting in conformance with GAAP (Generally Accepted Accounting Principles). The
budget is prepared on the modified accrual basis of accounting. This means that revenues
are recognized in the period in which they become available and measurable and
expenditures are recognized at the time a liability is incurred. The General Fund, Special
Revenue Funds, Capital Projects Funds, Debt Service Funds, Redevelopment Agency
Funds and Internal Service Funds are all subject to appropriations.

Changes to the adopted budget can happen in two different ways. One is to take a request
(usually an increase in an expenditure) to the City Council. This is usually when a
department is requesting a change in the total budget for that department. In this case,
only the City Council can approve a budget adjustment. The other is to move budgeted
amounts from one line item within a department, to another line item. As long as the
total departmental amount does not change, the City Manager has the authority to
approve this change.
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The City of Highland has always operated under its mission statement, which states:

Highland is dedicated to the betterment of the individual, the family, the
neighborhood and the community. The City Council and the staff of Highland are
dedicated to providing the quality of public facilities and services that its citizens are
willing to fund and will do so as efficiently as possible. This Mission is established to
reflect the following beliefs which represent the predominant beliefs of the
community. They express what matters most in the conduct of public affairs
affecting the citizenry of Highland.

The City Council requires the General Fund budget to be balanced. However, the City
Council is not opposed to operating transfers for one-time projects or equipment
purchases in the General Fund. Operating transfers are not to be used to balance the
budget. Capital Projects Funds and some Special Revenue Funds will be using fund
balance to construct many of the projects being proposed in this budget. Many times, the
reserves are “saved” over a period of time so the project can be completed and paid with
cash.

Although the City does not have a formal reserve policy, a 5-year Capital Improvement
Program (CIP) is established and updated with every budget to show which projects the
City Council wants constructed, how it will be paid for and when it will be constructed.
One of the reasons the CIP is created is to make sure there are adequate funds for the
project. The CIP is prepared once the City Council Work Program is established. The
Work Program sets the goals for the next two years and staff will make sure that the
funds to implement the goals are placed in the budget.

The City Council has a policy on the use of one-time funds, usually grants. These funds
are typically used to fund capital projects and not used to fund on-going expenditures. If
a revenue source is unpredictable, such as the booking fee reimbursement, the City may
choose not to budget for that item.

It has been a long-standing policy of the City Council not to issue debt in the general
fund. The City has operated under the pay-as-you-go philosophy since it was
incorporated. The only debt in this budget is for the Redevelopment Agency.

Further policies are discussed under the section, “Budget Process & Techniques,” and
also in the City Manager’s Transmittal Letter.
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January 26, 2011
January 28, 2011
January 28, 2011 -
February 24, 2011

February 24, 2011

March 1, 2011

March 7, 2011

March 9, 2011

March 10, 2011

March 11, 2011

April 5, 2011

April 26, 2011

April 28, 2011

May 5, 2011

CITY OF HIGHLAND
2011-2013 BIENNIAL BUDGET

BUDGET CALENDAR

Director of Administrative Services begins to prepare budget
packets for department heads.

Budget orientation and distribution of budget packets to
department heads.

Department heads prepare their departmental budgets.

Budget packets are due to the Director of Administrative Services.

City Manager and Director of Administrative Services meet with
the Community Development Director and staff to go over all
budgets associated with Community Development.

City Manager and Director of Administrative Services meet with
the Public Works Director and staff to go over all budgets
associated with Public Works.

City Manager and Director of Administrative Services meet with
Police Chief and Fire Chief to go over all budgets associated with
Public Safety,

City Manager meets with the Director of Administrative Services
to go over all budgets associated with Administration,

City Manager and Director of Administrative Services meet to
discuss revenue estimates.

Revenue and Expenditure estimates are presented to the Finance
Subcommittee.

Capital Projects are presented to the Finance Subcommittee,
City Manager and Director of Administrative Services review the
preliminary revenue, expenditure and estimated fund balance

projections

City Manager and Director of Administrative Services review the
final draft of the preliminary budget.
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May 6, 2011

May 10, 2011

May 31, 2011

June 3, 2011

June 7, 2011

June 14, 2011

July 1, 2011
January 24, 2012
July 1, 2012
July 24, 2012

January 22, 2013

BUDGET CALENDAR (continued)

The preliminary budget is printed.

‘The preliminary budget is presented to the City

Council/Redevelopment Agency Board for use at the study
session. At this meeting, the City Council/Redevelopment Agency
Board set the date for the budget study session.

City Council/Redevelopment Agency Board budget study session.

City Manager and Director of Administrative Services review the
final draft of the budget. '

The budget is printed.

The budget is presented to the City Council/Redevelopment
Agency Board for adoption.

The 2011-2013 adopted budget is implemented.
2011-2012 midyear budget adjustments.

The 2012-2013 adopted budget is implemented.
Carryover budget adjustments from 2011-2012.

2012-2013 midyear budget adjustments.
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2011-2013 BUDGET FLOW CHART

CITY COUNCIL WORK
PROGRAM
(JANUARY 2011)

BUDGET PACKETS ARE
DISTRIBUTED TO
DEPARTMENT HEADS
(FEBRUARY 2011)

~~

REVENUE ESTIMATES
ARE PREPARED BY
FINANCE
(MARCH 2011)

SALARY & BENEFIT
ESTIMATES ARE
PREPARED BY FINANCE

CITY MANAGER REVIEW
WITH DEPARTMENT
HEADS
(MARCH 2011)

FINANCE SUBCOMMITTEE
REVIEWS EXPENDITURE &
REVENUE ESTIMATES
(APRIL 2011)

PREPARATION OF
PRELIMINARY BUDGET BY
FINANCE
(APRIL 2011)

—

THE PRELIMINARY BUDGET IS
. PRESENTED TO THE CITY
COUNCIL/RDA BOARD

(MAY 2011)

THE CITY COUNCIL/RDA BOARD
HOLD A PUBLIC STUDY SESSION
FOR PUBLIC COMMENT
(MAY 2011)

THE FINAL BUDGET IS PRESENTED
TO THE CITY COUNCIL/RDA BOARD
FOR ADOPTION
(JUNE 2011)

BUDGET ADJUSTMENTS
(JANUARY 2012)
(JULY 2012)
(JANUARY 2013)
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