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City of

Lafayette

Statement of Vision

Lafayette’s panoramic view of the Rocky Mountains inspires our view into the future. We value our
heritage, our unique neighborhoods, a vibrant economy, and active lifestyles. We envision a future
that mixes small-town livability with balanced growth and superior city services.

NOTICE OF CITY COUNCIL WORKSHOP
City Hall Council Chambers
1290 S. Public Road
Lafayette, Colorado

SEE BELOW THE AGENDA FOR ACCESS OPTIONS
June 26, 2023

AGE N DA

5:30PM CITY COUNCIL WORKSHOP
[To begin immediately after City Council meeting at 5:30pm]

Sustainability Update
Financial and Workplan Update

Adjourn

OPTIONS FOR ACCESSING THE MEETING
Attend the meeting in person. City Hall Council Chambers, 1290 S. Public Road.

Tune to Comcast Channel 8 or HD Channel 881.

View the meeting on your computer at https://www.lafayetteco.gov/627/Streaming-Video

Listen to the meeting by calling 877-853-5257 (toll free). Once connected, you will be asked

for the meeting number. The meeting number is 869 1163 2580. Press # after entering the
number.



https://www.lafayetteco.gov/627/Streaming-Video
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City of CITY COUNCIL WORKSHOP MEMO
Lafayette

MEETING DATE: June 26, 2023

AGENDA TITLE: Sustainability Division Update

PREPARED BY: Kady Doelling, Interim City Administrator
Elizabeth Szorad, Sustainability Manager

Executive Summary

The Sustainability Division is committed to advancing Lafayette’s environmental
sustainability, economic development, and social equity by using bold, inclusive, and
innovative strategies. These goals align with the City’s Sustainability Plan that focuses on
waste reduction and diversion, energy efficiency and renewable energy, and green and
healthy buildings.

City Council will be presented the division’s accomplishments and progress over the last six
months, including information on upcoming 2023 projects, policies, and events.

City Council Strategic Outcome (most applicable): Environmental Leadership.

Background Information

The Sustainability Division was established in January of 2019. The goal of the division is to
guide the community to achieve a sustainable and resilient future through advancing
programs, policy, and equity and inclusion by improving health, well-being, reducing
environmental impacts, and expanding economic benefits. One strategy to meet this goal is
through the implementation of the City’s first-ever Sustainability Plan. The plan defines the
community-wide vision for sustainability and establishes measurable goals and actionable
strategies to implement this vision.

In late 2022, City Council established the Sustainability and Resilience Advisory Committee
(SRAC), a resident led committee that provides advice and direction on matters related to
transportation, air quality, waste, water conservation, energy, natural environment, and
more. SRAC reviews and recommends programs and policy to the City Council aimed at
enhancing community-wide sustainability and environmental resilience. SRAC consists of
nine regular members and up to two alternate members, who may be called to serve in the
absence of a regular member(s).

Next Steps
None.



Supplemental Materials
City of Lafayette Sustainability Plan

Attachment(s)
None.
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https://www.lafayetteco.gov/DocumentCenter/View/30793/Lafayette-Sustainability-Plan-Final-March-2021
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Year to Date Accomplishments

Earth Month

Water Efficiency Rebates

Waterwise yard signs

Waterwise Demonstration Garden Construction
E-Bike Rebate Pilot Program

Sustainabllity Plan Report

Sustainability and Resilience Advisory Committee

Colorado Water Conservation Board grant




N
Current Projects

/ Waste Reduction \

HOA informational
meetlng

» Technical Assistance
Service Provider
application

e Contamination
reduction education

 Plastic Free July

A 4




Current Projects

Ecotoberfest

Plastic bag fee remittance outreach
Bike to Work Day

Water conservation outreach

Urban forestry regional grant




I B
Looking Ahead - 2023

Waste Reduction

e Recycling ordinance
engagement

 Plastic bag and
Styrofoam ban

e Onboarding HOA’s




I S E——
Looking Ahead - 2023

| 2024 Grant applications
| 2024 event planning

| Educational signage creation for
demonstration garden

| Phase 2: Design of remaining Fire
Station landscape

| Exploring sustainable algae
management in reservoirs




Sustainability and Resilience Advisory Committee
(SRAC)

Support of Climate Action Plan development
Recycling Ordinance Support

Non-residential waterwise landscape research
Compost Contamination

Land Use Code Working Group Participation

Energy Savings Awareness (Inflation Reduction Act)




Questions?
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MEETING DATE: June 26, 2023
AGENDA TITLE: Workplan and Financial Update
PREPARED BY: Kady Doelling, Interim City Administrator

Alexander Nelson, Management Fellow
Devin Billingsley, Chief Financial Officer
Morgan Walton, Finance and Accounting Manager

Executive Summary

The purpose of this agenda item is to update Council on the City’s financial performance for
the 2022 fiscal year, including a discussion of current and forecasted economic and
operating conditions affecting the 2023 and 2024 budgets and provide a mid-year update
on the City’ workplan.

Fiscal year 2022 was mostly positive for the City. Revenue performance was strong across
most categories, and spending patterns fell at or below budget which resulted in positive
contributions to the City’s major funds’ balances and/or net positions. While revenue
performance and spending patterns led to a positive outcome in 2022, there are economic
and operating trends emerging in 2023 that may continue into 2024 that could put pressure
on City operations and capital spending plans.

The City's fiscal health is one contributing factor to the ability to progress on the workplan,
and many workplan items are resource intensive. Because of this, staff will include mid-year
workplan updates in conjunction with key 2024 budget discussions and financial updates
with Council.

City Council Strategic Outcome (most applicable): Fiscally Responsible

Background Information

Financial Update

The financial position for the City is best understood by dividing municipal services into two
categories: governmental activities and business-type activities, the latter of which are
commonly known as enterprises. Governmental services include things such as public
safety, recreation and culture, public works, judicial, and general government/
administration. These services are primarily supported by tax revenue (58%) with the
balance of funding derived from development-related revenue (building use tax, permit fees,
etc.), fees, intergovernmental/grants, contributions, and other smaller categories.

Business type activities are defined more narrowly in their service provision with
concomitant user charges and fees directly supporting the service. Taxes do not support
these functions. These business-type activities cover the water utility, stormwater utility,



water reclamation utility, and the golf course, all of which are operated as independent
enterprises.

Fund Level Results

Lafayette accounts for its financial activity across twenty-two funds to differentiate and track
the City’s sources and uses. Thirteen out of the City’s funds are where most of the City’s
revenue is received and where most of the spending occurs; the General Fund is the most
important fund accounting for approximately 40% of all Citywide financial activity on
average. Given that these funds experience the majority of financial activity, they are the
funds most affected by economic conditions, budget decisions, and customer usage
patterns and are therefore the primary lens through which this update should be viewed.

For the 2022 fiscal year, the revenue and expenditure performance for the major funds is
shown in the table below. In general, revenues performed above budgeted expectations, and
expenditures fell modestly below budget with exceptions being funds with large capital
spending components. For example, revenues fell below budget in the Capital Projects Fund
due to delays in receipt of grant funds for projects that have yet to progress to a
reimbursement stage. Further, in the Water Fund, debt issuance proceeds never
materialized in 2022 due to deferral of capital projects, namely the Water Treatment Plant.
A similar pattern can be seen on the expenditure side where notable savings occurred in
funds with capital projects that have extended spending timelines that span multiple fiscal
years.

2022 Budget to Actuals
of Select Funds
(In $1,000s)
Revenues Expenses
% of % of
Governmental Funds Budget Actuals Budget Budget Actuals Budget
General Fund| $40,142 $41,781 104% $40,554 $40,786 101%
Capital Projects | $13,035 $5,866 45% $27,008 $6,194 23%
Special Revenue Funds
Grants| $3,883 $3,958 102% $5,340 $1 0%
Conservation Trust| $302 $376 125% $403 $129 32%
Human Services $0 $716 n/a $0 $6 n/a
Legacy Open Space | $1,622 $1,680 104% $1,814 $452 25%
Parks, Open Space and Trails | $2,005 $3,269 163% $3,962 $3,367 85%
Public Safety| $1,990 $1,952 98% $1,339 $1,081 81%
Enterprise Funds
Golf Course | $3,940 $3,658 93% $3,555 $2,966 83%
Stormwater| $2,360 $1,995 85% $1,293 $676 52%
Waste Management| $2,412  $2,450 102% $2,615 $2,423  93%
Water'| $14,852 $13514 91% $54,185 $23,854 44%
Water Reclamation| $7,506 $8,015 107% $54,493 $17,634 32%

YExcludes $30M in foregone debt issuance
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Major Revenue Centers — Governmental

To fund governmental services, the City relies on a diverse revenue base made up of sales
and use tax, property tax, development related taxes and fees, fees and charges for service,
grants, and a host of other smaller sources. Performance of these revenue sources is closely
monitored by staff to ensure that a balanced budget is maintained.

Sales and Use Tax

Sales and use tax comprised 52% of the revenue for governmental services in 2022 and
flows directly into the General Fund, Legacy Open Space Fund and Parks, Open Space and
Trails Fund, Mental Health and Human Service Fund, and Public Safety Fund.

Sales tax performed strongly in 2022, growing 15% year-over-year (YOY) generating a total of
$22 million. This strong sales tax performance was driven by retail sales tax that was up
9.01%, restaurants and bars up 19.4%, and utilities and telecom up 15%. Remote sales
(mostly online sales) continued to register strong performance in 2022 with 15% YOY gains.

Use tax, which is comprised mainly of motor vehicle use tax and construction use tax, was a
lagging category for the City decreasing 20% YOY to $5.2M. Motor vehicle use tax receipts
fell 1% YQY reflecting a reversal of near double-digit growth seen in 2021. The post-COVID
high demand and inventory shortages that were present in 2021 moderated throughout
2022 leading to the decline. Construction Use Tax also decreased in 2022 falling by 50%
YOY. Construction is a highly interest rate sensitive sector of the economy and was
negatively affected by the rapid rise in interest rates in 2022.

Property Tax

Property tax comprises 21% of the revenue for governmental services and flows primarily
into the General Fund. Property tax acts as a revenue stabilizer given its slower velocity of
assessment and collection in combination with the general strength of the local real estate
markets over the last decade. 2022 property tax receipts matched projections at $11M
based on assessments provided by the Boulder County Assessor.

The real estate markets, particularly residential real estate, witnessed strong value growth in
during the biennial assessment period ending June 30, 2022. In some cases, assessed
values grew by 25-50% which will bolster property tax receipts in tax years 2024, 2025, and
beyond. Commercial real estate did not witness such strong growth which will somewhat
moderate property tax growth going forward. Additionally, there was state legislation (SB 23-
303) that referred a measure to voters in November (Proposition HH) that is expected to
temper the effects of property value increases. Staff is closely monitoring the progression
and anticipated impacts of this bill and referred measure.

Development Related Fee Revenue

Development-related revenue includes building permits, inspection fees, contractor licenses,
expansion fees, etc. In 2022, development-related fee revenue declined 24% to
approximately $2M. Development-related revenue can be volatile as it is influenced by
interest rates, project timelines, and labor and material costs and availability. Given this
volatility, only about 40% of this revenue source is considered ongoing with any revenues
received in excess of this base made available for one-time spending. Staff continues to
monitor this revenue source carefully.
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Recreation Fees

The pandemic had a major impact on recreation activity within the City, reducing recreation
fee revenue by 78% in 2020. Fiscal year 2022 represented the second year of a rebound in
recreation usage and fee generation with revenues growing by 27% over 2021 to total
$5.9M, including golf fees. However, overall recreation fee revenue in 2022 still trailed the
pre-pandemic baseline set in 2019 by 17%. This softness is primarily due to Recreation
Center admissions that still trails pre-pandemic levels by 40%. Recreation programming
revenue, on the other hand, has fully recovered with 2022 revenues eclipsing 2019
revenues by 40%, further signifying the shift in how Lafayette residents and visitors recreate.

Grants

Intergovernmental/grants revenue is variable in nature and generally associated with
specific spending initiatives naturally lending itself to balanced spending on an annual
basis. The City received its second half of a $7.7 million grant award from the federal
government’s $1.9 trillion American Rescue Plan Act. This funding is subject to spending
requirements established by the U.S. Treasury. All funding must be obligated by 2024 and
spent by 2026. The City obligated and spent $5.3M for use on water incentives for the
Willoughby Corner affordable housing project and has $2.4M remaining to be obligated.

2022 Expenditures

Expenditures across the City and funds in 2022 exhibited a continued pattern of
underspending relative to the budget. Spending on salaries and benefits trailed the budget,
ending the year with a 6% surplus while operating spending generated a 10% surplus
relative to budget. Salaries and benefits exceeded its 5-year average surplus rate of 1%
while operating spending exceeded its 5-year average surplus rate of 4%. As can be seen in
the table below, this pattern of underspending became especially pronounced in 2020
during the pandemic and continued through 2021 and into 2022 as the City confronted
capacity challenges brought on by competitive labor markets as well as delays in procuring
goods and services due to supply chain backups. Similarly, capital spending trailed budget
by 28% in 2022, although this pattern is not unusual given the extended timelines of capital
projects and expenditures that often occur in large installments in out-years.

Budget to Actuals
2017 2018 2019 2020 2021 2022 5-Year Avg.
Salaries and Benefits 104% 101% 100% 96% 94%  94% 99%

Operating1 100% 97% 94% 88% 99% 90% 96%
Capital 48% 37%  46% 35% 87%  1T2% 51%
Yincluding debt and tranfers

Fund Balances/Net Positions

The combination of revenue performance and Citywide spending patterns over the 2022
fiscal year drove mostly positive changes in fund balances and/or net positions across all
the select funds as can be seen in the following table. The only major exception is the Water
Fund which used $12.5M of fund balance to acquire additional water rights. This will be
offset with a contribution from the Willoughby Corner development this year.
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Changes in Fund Balance/Net Position
of Select Funds
(in $1,000s)
12/31/2021 12/31/2022
Governmental Funds
General Fund - Total $41,753 $42,748
General Fund - Unassigned Portion* $30,459 $31,104
Capital Projects®?| $15,327 $14,999
Special Revenue Funds
Grants $3,859 $7,617
Conservation Trust $694 $942
Human Services $0 $711
Legacy Open Space $1,594 $2,822
Parks, Open Space and Trails $1,984 $1,885
Public Safety $0 $871
Enterprise Funds
Golf Course $993 $1,685
Stormwater $4,786 $6,103
Waste Management $0 $27
Water $41,676 $31,504
Water Reclamation®| $64,071 $56,491

YExcludes emergency reserve of 25% of operating expense of approx
$11.5M

2 All committed
®Includes bond proceeds (restricted cash)

It is important to note that figures in the table above approximate the available balance
within each fund. For example, the $31 million in General Fund balance is net of restricted,
committed, and otherwise assigned balances, and it is further subject to the reserve policy
of keeping 25% of budgeted operating expenditures (approximately $11.5 million) available
for emergency use. Other restrictions on the various fund balances are noted as such.

2023-2024 Economic Outlook

The economic environment confronting the City of Lafayette, the state, and the nation in 2023
and into 2024 appears to continue to be in a state of transition with uncertainty emanating
from nearly all the major macro-economic categories:

e Gross Domestic Product: 1.3% in Q1 2023 trending down from 2.6% in Q4 2022.

e Inflation is still high, but moderating: 5.6% in May 2023 trending down from 9.1% in
June 2022.

e Continued historically low unemployment: 3.6% nationally; 3.6% Colorado; 2.4%
Denver-Aurora-Lakewood.

e U.S. excess savings continuing to decline: $1.1 trillion in 2023 down 50% over 12
months with the 4th lowest savings rate on record at 3.7%.

e Retail Sales moderating in Colorado: 2.6% projected in 2023; down from 9.1% in
2022,
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Sources: 1U.S. Bureau of Economic Analysis
2U.S. Bureau of Labor Statistics
3Colorado Office of Economic Development and International Trade
4CO Governor’s Office of State Planning and Budgeting

Underpinning the current economic environment is a Federal Reserve that has proven
committed to taming inflation even at the expense of economic and employment growth.
The Federal Reserve increased interest rates by 500 basis points over the last 14 months
and has provided guidance on the potential for further increases in the near future.

From a revenue perspective, there are signs that persistent inflation, high interest rates and
slowing economic growth are starting to have adverse effects on economic activity within the
city. Year-to-date (YTD) sales and use tax through April 2023 registered 4.79% annual
growth which has fallen below projections of 5%, and analysis of monthly YOY revenue
trends indicates this slowing trend is accelerating.

Sales tax began the year with YOY monthly gains of nearly 8% which has since fallen to -
1.3% in April 2023 with a potential for continued weakness as some imbedded sales and
use tax categories are exhibiting concerning characteristics. Specifically, YTD retail sales
growth has slowed to 2.37%, and retail food has slowed to 0.54%, well below the 5.6% rate
of inflation, the latter of which is a theoretical floor absent changes in consumer buying
patterns. In other words, consumers in Lafayette seem to be shrinking aggregate purchases
of taxable goods by either shifting to lower-priced items or buying less overall. Additionally,
construction use tax is continuing its multi-year decline, falling 11% YTD through April. Staff
is closely monitoring economic conditions and revenue trends to help inform spending and
budget decisions in 2023 and 2024.

Workplan
The City's workplan serves as a tool to keep Council apprised of key active or planned

projects for the next two years. It consists of updates to City Council priorities identified as
"Near" items during the 2022 retreat (linked in Supplemental Material(s)) and projects
across departments that are interdepartmental in nature, time intensive, high profile, and/or
anticipated to be of interest to Council. Note that the spread of projects across the
organization varies depending on community and Council priorities, which can create a
difference in program development between line departments providing core services and
those that are more "project” or "program" oriented.

Work planning is considered a best practice in local governments to ensure that staff and
City Council are anticipating resource demand and staff capacity in the coming years as new
projects arise. The workplan is presented in tandem with a financial update because the
projects included in the workplan are typically resource intensive, whether in terms of staff
time, capital costs, or both.

Staff have progressed on key workplan items since the most recent update at the March 27
workshop:

e Building Code (no. 15) — Council adopted the revised Building Code on June 6, which
goes into effect on August 1, 2023.

e Community Survey (no. 24) — This has been finalized and is open for residents to
respond through June 30. Staff will present findings to Council in July.

e Arts and Cultural Resources/Library Strategic Plans (no. 25) — Council adopted the
two strategic plans on June 6 which will guide the Arts and Cultural Resources and
Library Departments’ operations through 2028.
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e Mental Health and Human Services Tax Implementation (no. 37) — Council approved
the creation of an advisory committee to make funding and programmatic
recommendations. Staff have also been preparing for the application launch on July
18 in partnership with Boulder County, the City of Boulder, and the City of Longmont.

e Class and Compensation Study (no. 43) — All City staff have provided key data to the
consultant to prepare a revised classification and job description system for staff.
Following this, the consultant will compare Lafayette compensation with comparable
agencies to determine appropriate compensation levels for the revised classification
system.

Next Steps

Staff will continue monitoring revenues, expenditures, and economic conditions in
preparation of the 2024 budget. Staff will also present results of the 2022 Annual
Comprehensive Financial Report (ACFR) in August, shortly followed by another workplan
update and 2024 budget introduction with Council.

Supplemental Material(s)
2022 Council Retreat Report

Attachment(s)
None.
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