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INTERNAL SERVICE FUNDS 

Information Technology Fund (City Manager): This fund supports the replacement and upgrade of the 
existing computer network. Replacement costs are charged to the departments based upon a percentage 
that is associated with the number of personal computers, laptops, printers, and servers each department 
uses. 
Self-Insurance Liability Program (City Manager): An Internal Service Fund was established for a Self 
Insurance Liability fund and the property protection insurance at Mid-Year in 2001-02. The annual 
appropriation to this fund will represent self-insurance premiums paid by the operating departments. 
Workers Compensation Fund (City Manager): An Internal Service Fund was established for a 
Worker's Compensation program at Mid-Year in 2001-02. The annual appropriation to this fund will 
represent self-insurance premiums paid by the operating departments. 
Stores Fund (City Manager): This Internal Service Fund accounts for general supplies, postage, and 
rental of office equipment formerly recorded in the City General Program. Supplies are ordered and 
maintained by the Receptionist, as overseen by the Executive Assistant to the City Manager 
Equipment Acquisition & Replacement Fund (Public Works): This Internal Service Fund has been 
established to provide adequate levels of funding for the replacement of passenger cars, parks 
maintenance vehicles, police vehicles and other specialty vehicles. The future budget needs will be 
estimated by increasing the cost at time of purchase by 130%. As vehicles are used for trade in or sold as 
surplus these funds are recorded as revenue to this Internal Service Fund. 
Public Employees Retirement Fund (PERS) (Finance): A PERS Fund was established in FY04-05 
budget process. This Internal Service Fund will mitigate the impact of the PERS rate swings on the 
General Fund operating budget. 

SUMMARY 

2010-11 Workers Self-Insr Equip 
Iepartment Comp Liability Stores Info. Tech. Replacc 
City Council 100 900 1,200 
~ G a n c e  & Treas 9,600 9,500 3,700 1 1,500 
City Manager 10,400 9,500 2,200 2 1,200 
Personnel 1,500 2,400 500 800 
Museum 1,300 800 800 
Arts 400 700 800 
Police 

Law Enf. 390,500 64,300 53,700 34,000 
Parking E d  5,300 5,400 2,100 1,400 
Life Guards 900 1,100 800 
Animal Services 200 

CDD 6,500 7,400 14,200 5,000 
Building 1,800 3,000 2,100 3,900 2,000 
Public Works 

Streets 13,000 12,600 2,600 3,600 49,000 
Facilities 3,400 800 
Parks 7,100 7,300 1,500 9,000 
Fleet 1,800 3,600 4,000 

Recreation 22,800 10,700 1,100 8,200 2,000 

Tota 
2,200 

34,300 
43,300 

5,200 
2,900 
1,900 

542,500 
14,200 
2,800 

200 
33,100 
12,800 

80,800 
4,200 

24,900 
9,400 

44,800 

Total $ 473,000 $ 142,800 $ 28,500 $ 115,200 $ 100,0001 $ 859,500 



In formation Technology Fund 
Funds are designated for the future replacement of the Financial Account System hardware and software 
as well as citywide hardware needs. This annual cost is combined with the on going cost of the Fund and 
charged to each department on a percentage based that was derived fi-om their use of the resources listed 
in the prior table. 

Source and Use of Funds 

SOURCE OF FUNDS: 
Fund Balance @ 711 
Charges for Services 
Transfer in from General Fund 
TOTAL SOURCE OF FUNDS 

USE OF FUNDS: 
Utilities: 

Telecom: voice 
Telecom: Data T-1 Line 

Contract Services 
ADP - Payroll Processing 
Financial System Annual Contract 
Technical Support 
Financial System Consultant 

Financial Sys. Purchase & Implementa 
Financial Sys. Finance Staff Overtime 
Staff Training 

Materials & Supplies 
Software Upgrades 
Information Technology Supplies 

One time transfer out 
TOTAL USE OF FUNDS 

FUND BALANCE @ 6/30 

2007-08 2008-09 2009-10 2009-10 2010-11 
Actual Actual Adopted Mid-Yr Est Adopted 



+ Self-lnsurance Liability Program Fund + 
CITY MANAGER 

The City belongs to a joint powers authority (JPA) called the Monterey Bay Area Self Insurance Authority 
(MBASIA), formerly known as Monterey Bay Area Insurance Fund. This program covers all liability expenses 
and property protection. In 2003, MBASIA added fire protection as part of their services. This has lowered the 
City's premium by 80%. Risk of loss is retained by the City for general liability claims up to $10,000 per 
occurrence. The fund carries excess loss coverage for general liability claims between $990,000 and 
$20,000,000 per insured events, and is uninsured for losses in excess of $20,000,000 per event. There was no 
reduction in the City's insurance coverage as compared to the previous fiscal year, nor have there been any 
losses exceeding coverage during the last three previous years. 

In FY07-08 Alliant Insurance, through MBASIA, began providing comprehensive vehicle & equipment 
coverage for vehicles and equipment with a purchase value of $35,000 or more. The annual premium is $4,200 
with a $2,000 deductible, additional coverage for propertyhoiler coverage premium is $7,400. 

For Unemployment Insurance the City is defined as a "State Unemployment Insurance Reimbursement Client" 
by the California Employment Development Department (EDD). The City does not pay unemployment 
insurance to the State of California Employment Development Department. When an employee files for and 
receives unemployment benefits from the State of California, the City is responsible for that benefit. The City 
is billed quarterly. This expenditure is included in the Self Insurance Liability budget as "EDD Payments." 

Charges for services are allocated to each of the General Fund Departments on their percent of the total 
operating budget from the prior fiscal year less the budget for unanticipated events. 

This budget proposes an accumulation of fund balance to provide for deductible expenditures and excess 
incidents beyond the liability coverage. 

2007-08 2008-09 2009-10 2009-10 2010-11 
Actual Actual Adopted Mid-Yr Est Proposed 

SOURCE OF FUNDS: 
Fund Balance @ 711 
Reimbursements 
Charges for Services 
TOTAL SOURCE OF FUNDS 

USE OF FUNDS: 
MBASIA Annual Premium 
Fire Insurance Premium 
Comprehensive VehicleIEquip Premiums 
Employee Indemnity Bond 
Volunteer Insurance Premium 
Block Party Grant Program 
EDD Payments 
Claims 
Employee Assistance Program 
Transfer Out 
TOTAL USE OF FUNDS 

FUND BALANCE @ 6/30 $ 141,000 $ 196,500 $ 195,000 % 256,300 $ 256,200 
DESIGNATED FOR UNINSURED CLAIMS $ 195,000 $ 256,300 % 256,200 



+ Workers Compensation Fund + 
CITY MANAGER 

This Internal Service Fund was established to satisfy the requirements of the Capitola Municipal Code, 
3.24.03 0, Workers Compensation Reserve Fund, states "The city manager and city treasurer shall 
establish a reserve fund for purposes of paying future workers compensation claims and shall, hereafter, 
make such annual deposits into that fund as the city is advised are actually necessary to provide a suitable 
reserve". This program also covers City volunteers. 

The City belongs to a Joint Powers Authority (JPA), Monterey Bay Area Self Insurance Authority, that is 
composed of several local agencies,. Del Rey Oaks, Gonzales, Greenfield, Hollister, King City, Marina, 
Sand City, Scotts Valley and Soledad. The City retains exposure to temporary disability payments as long 
as the injured worker remains an employee of the City. MBASIA purchases excess coverage beyond 
$500,000 per occurrence up to statutory requirements. 

The annual premium that is assessed to each of the participating Cities in the JPA is based on three 
primary factors: (1) the number of employees in each of the two major categories (Safety & 
Miscellaneous); (2) the experience rate (cost incurred) of each the participating agency and (3) debt 
service allocation. The greater a city experience rate (the number of Worker's Compensation claims) the 
more the annual premium assessment to that city exceeds its FTE participation level. Containment of 
worker's compensation claims results in a lower premium. 



+ Workers Compensation Fund + 
When an employee makes a claim, the City pays the employee's salary portion directly from the general 
fund based upon the standard worker's compensation forrnula, while the claim is considered "temporary". 
The formulas for employees receiving Workers Compensation are as follows: 

1. Public Safety: Compensation is 100% of salary, non-taxable 
2. Miscellaneous: Compensation is 213 of salary with a cap of $840 per week, non-taxable. 

For non-safety staff, City policy allows that accruals (i.e. sick, vacation, etc.) may be used to supplement 
the Worker's Compensation salary. If the person becomes "permanently disabled" then the JPA picks up 
the salary portion. The JPA pays all other costs including legal and medical. While on Worker's 
Compensation status, the safety and non-safety staff continue to accrue sick and vacation leave balances. 

Distribution to General Fund Departments: 

The allocation methodology for Worker's Compensation charges to the General Fund Departments 
corresponds closely to the cost allocation method used by the JPA. Employees'are divided into three 
classifications: Sworn, Non-Sworn and Volunteers, with cost per FTE calculated. 

There is a fund balance to accommodate future premium fluctuations, deductibles and for excess liability. 

2007-08 2008-09 2009-10 2009-10 201 0-11 
Actual Actual Adopted Mid-Yr Est Adopted 

SOURCE OF FUNDS: 
Fund Balance @ 711 
Charges for Services 
Transfer from General Fund 
TOTAL SOURCE OF FUNDS 

USE OF FUNDS: 
MBASIA Annual Premium 
Claims 

Transfer to Contingency Reserve 
Transfer to Debt Service - POB $1M 

TOTAL USE OF FUNDS 

FUND BALANCE @ 6/30 
DESIGN AT ED RESERVE (ORDINANC 



+ Stores Fund 

CITY MANAGER 

This fund accounts for general supplies and postage. Supplies are ordered and maintained by the 
Receptionist, as overseen by the Executive Assistant to the City Manager. This also includes the rental of 
the postage machine, the repair and maintenance of shared office equipment and the city hall copier 
maintenance. 

Past experience was reviewed and a percentage of usage assigned to each of the departments using the 
supply room, and the central postage machine. The following table lists the departments, their assigned 
percentage and the two-year budget plan. 

Stores Internal Services Fund 

2007-08 2008-09 2009-10 2009-11 2010-11 
Actual Actual Adopted Mid-Yr Est Adopted 

SOURCE OF FUNDS: 
Fund Balance @ 711 
Charges for Services 36,100 37,700 37,700 
Misc. Revenues 
Transfer from Contingency Rsv 
Transfer from General Fund 
TOTAL SOURCE OF FUND 

USE OF FUNDS: 
Postage 
Copier Maintenance 
Rental Equipment 
General Supplies 
Capital Purchase 
TOTAL USE OF FUNDS 

FUND BALANCE @ 6/30 $ 3900 $ 13,550 $ 3,900 $ 23,750 $ 23,750 



+ Equipment Acquisition & Replacement Fund + 
PUBLIC WORKS 

This Internal Service Fund has been established to provide adequate levels of funding for the replacement 
of various large equipment, and City vehicles. As vehicles are used for trade-in or sold as surplus, these 
proceeds are recorded as revenue to this Internal Service Fund. As funds are accumulated, they are 
generally not designated to any particular vehicle. The charges for services to the General Fund 
Department are based upon the vehicle replacement cost divided by the estimated useful life. 

During the annual budget process, the Public Works Director and Fleet staff reviews the listing of all 
vehicles, and make recommendations based upon actual life of the vehicle, replacement vs. maintenance 
costs, and probability of replacing the vehicle within the calculated replacement cost. Departments are 
apprised of the results of this analysis and given the opportunity to make recommendations. On an annual 
basis, the equipmentlvehicle file is updated to reflect the changes. Annual contribution, based upon the 
asset useful life schedule, the annual contribution should be $100,000. 

--- - 

Totals 58 Units Good $ 1,580,200 $1,627,606 $123,040 $1,157,253 $ 250,138 



Equipment Replacement: Source & Use of Funds 

TOTAL SOURCE OF FUNDS 

SOURCE OF FUNDS: 
?und Balance @ 711 372,400 . 259,100 255,70 
rrade in Value or Surplus 
2harges for Services by Dept. 

Building Department 
Police - Law Enforcement 
PW - Fleet 
PW - Parks 
PW - Streets 
Recreation Department 

Sales of Property 26,900 

46,000 26,000 26,000 

3SE OF FUNDS: 
3xed Asset Purchase 

Building Department 
Police - Law Enforcement 
PW - Fleet 
PW - Parks 
PW - Streets 42,000 40,OO 
Recreation Department 

fransfer to Debt Service - POB ($1M 
TOTAL USE OF FUNDS 

- 
FUND BALANCE @ 6/30 % 2 
DESIGNATED: 

Street Sweeper Lease Payment * $ - 
All other vehicles 



+ Public Employees Retirement Fund + 
The Public Employees Retirement Internal Service Fund was established in the 2004-05 fiscal year. This 
Internal Service Fund allows the City to accumulate funds for the purpose of General Fund PERS 
expenditures and PERS unfunded liability. For consistency in staffing cost analysis, the PERS 
expenditures are excluded from the General Fund Internal Service Fund Expenditures, and instead 
reported as PERS benefits in the General Fund Staffing Cost section. 

The City offers defined benefit retirement plans to safety and non-sworn employees, except 
hourly/seasonal employees. The safety plan is 3% @ 50 and the miscellaneous plan increased from 
2% @ 55 to 2.5% @ 55 effective Jan.l,2008 with a PERS cap. A CalPERS member becomes eligible 
for retirement benefits upon reaching the age of 50 with at least 5 years of credited services (total 
service across all CalPERS employers). These retirement plans are administered by California Public 
Employee Retirement Systems ("CalPERS" or "PERS"). The City's retirement costs are defined as a 
percentage of payroll, which is actuarially determined annual by CalPERS. 

Caps. FY 10-1 1 budgets estimate expenditures based upon the Safety and Miscellaneous PERS caps of 
28.291% and 16.488%, respectively (Prior to the pension obligation bonds, the original caps were: 
44.630% and 24.876%, respectively). The actual PERS rate is 30.622% for Sworn, and 20.616% for 
Misc., but because of the cap employees will contribute the following: Misc: 4.128% and Safety 
2.332%. 

Pension Obligation Bonds (POB). In July 2007, the City Council authorized the issuance of pension 
obligation bonds (POB) for approximately $5 million to refinance the unfunded liability with CalPERS. 
Additionally, on that date, Council authorized that $1 million of City available funds also be used to 
pay down the PERS unfunded liability. 



The following table provides history of PERS rates: 
I 

PERS Rate - Historical 
(Caps Misc. 16.48% Sworn 28.29% ) 

POB Issued July 2007 



+ Public Employees Retirement Fund 

The following table provide an overview of the PERS cost per FTE for both groups. 

PERS Cost per Employee 
Actual Expenditures & Budget FTEs 






