
• 

• 

• 

FOR THE CITY COUNCIL MEETING OF MARCH 16,2010 

COUNCIL AGENDA REPORT 

March 16, 2010 

TO: City Council 

FROM: Tim S. Ness 
City Manager 

SUBJECT: PREVIEW OF THE 2010-12 GENERAL FUND BUDGET AND 
DIRECTION FROM THE CITY COUNCIL REGARDING 
PRIORITIZATION OF CITY SERVICES 

RECOMMENDATION: 

That the City Council receive a presentation from City staff on the projected financial 
condition of the City's General Fund going into the 2010-12 Budget Process, as well as 
provide direction to staff on prioritization of budget balancing options in order to address 
the anticipated multi-million dollar structural imbalance of the General Fund budget over 
the next two fiscal years. 

BACKGROUND: 

Last month, the City Council received the Mid-Year Financial Report. At that time, it was 
reported that the current General Fund revenues received, through December 31 st, 
were $2.4 million less when compared to the previous fiscal year. Since that report, staff 
has forecasted the anticipated year-end revenues and all indications show that 2009-10 
General Fund revenues will come in a million dollars less than budgeted. This is 
significant, given the fact that going into this fiscal year, revenues were already reduced 
by $2.9 million; fortunately, departments have been keeping operational expenses to a 
minimum, so year-end expenses appear to be coming in at a correspondingly reduced 
amount. 

However, looking forward to 2010-12, staff does not anticipate the revenue picture to 
improve. In fact, staff anticipates that the next two year period will be "more of the 
same" with respect to the need for deficit financing and the need to rely on a multi
pronged approach to balancing what appears to be another multi-million dollar General 
Fund budget deficit during each of the next two fiscal years. 

DISCUSSION: 

Preview of the 2010-12 General Fund Budget 
The purpose of this Agenda item is to provide the City Council with a PowerPoint 
presentation of a preview of the 2010-12 General Fund budget. This presentation will 
provide the City Council with revenue trends, as well as appropriation levels for the next 
fiscal year. 
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The City enters 2010-12 budget process faced with a staggering $8 million structural • 
General Fund budget deficit, with on-going revenues projected to be $49.4 million and 
operating expenses $57.4. To address this $8 million budget deficit, staff will have to 
utilize a multi-faceted approach to bridge this significant financial gap; namely, the use 
of one-time reserves, the reduction of operational expenses, the possibility of exploring 
new revenue sources and the deferral of cost allocations. 

This current fiscal year, the City Council authorized $2.5 million in cost allocation 
deferrals to a number of internal service funds. Out of necessity, staff will be proposing 
a continuance of this process in 2010-12 in order to help mitigate increased operational 
expenses to the General Fund. Staff also intends to present, for Council'S consideration, 
as part of this agenda item, a number of various financing options needed in order to 
address the projected $8 million budget deficit. Receiving Council direction on some of 
the below financing options prior to actually compiling the 2010-12 budget, will aid staff 
in producing a budget document that is reflective of Council's priorities. 

Since the 2010-12 General Fund budget will be a product of deficit spending, the 
following are some of the financing options for which staff seeks Council's direction in 
order to address the budget imbalance: 

• Whether or not Council will entertain introducing new user fees; specifically, planning fees. 

• The level at which to continue financial contributions to outside agencies. 

• Provide direction on three, six or nine percent reductions to departmental operating budgets • 
on a prioritization basis. 

• The amount of one-time Local Economic Augmentation Fund (LEAF) financing to use to 
finance on-going operational costs. 

• To enter into discussions with the employee groups with the intent of continuing the 
Mandatory Time Off Program and other concession-related savings; or enter into 
discussions to increase said concessions. 

• To eliminate vacant full-time and part-time General Fund positions or keep them on the 
books and do not fund them. 

• Once the State budget is passed and its financial impact to the City is known, bring back an 
item for Council'S consideration on additional cuts to the General Fund budget. 

Please note that each of the above financing options/issues will be further discussed 
and described at the Council Meeting and during the PowerPoint presentation by staff. 

City Council Goals 
In years' past, prior to staff compiling the City's Biennial Budget, the City Council usually 
conducted a goal-setting exercise and developed a list of overall citywide goals. In 
January 2006, prior to the start of the 2006-08 Biennial Budget, the City Council 
developed the following five overall goals: • 
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• Address traffic safety issues; 
• Enhance code compliance-related activities; 
• Finalize and adopt the Downtown Specific Plan; 
• Initiate a long-range "visionary" plan; and 
• Continue to improve public facilities/infrastructure 

In January 2008, the City Council conducted a similar goal-setting exercise that used 
the 2006-08 goals and expanded upon them, resulting in the following nine overall 
citywide goals for 2008-10: 

• Enhance public safety services for our residents 

• Address traffic safety issues 
• Better the quality of life for our next generation to come 
• Enhance code compliance-related activities 

• Enhance the economic vitality of the City 

• Finalize and adopt the Downtown Specific Plan 

• Plan for future annexations and growth 
• Improve public facilities/infrastructure, to include restrooms in parks and explore the 

possibility of an equestrian center 

• Augment the overall housing stock by providing a balanced housing market and 
encouraging owner-occupied housing 

Attachment A is an overview of the above stated goals, as well as a description of what 
progress staff has made in addressing these goals. 

As reflected in the above two lists, Council has previously developed goals and/or 
priorities that were usually designed to address, enhance or embark upon new 
programs, services and activities. In previous years, there were adequate resources to 
finance and support such program and/or service enhancements. However, that is no 
longer the case. Because of the downturn in the local economy, the current General 
Fund budget (2009-10) is a product of deficit financing and does not include any new 
program or service enhancements. Consequently, the challenge before the City Council 
come 2010-12 will be one of maintaining existing service levels in light of a $8 million 
budget deficit and the continuation of dwindling General Fund revenues. 

The intent of this year's goal-setting exercise is to determine what the City Council 
considers to be the most important issues and/or priorities the City should be attempting 
to best maintain over the next two-year period. 

Staff has developed a list of issues (Attachment B), for the City Council to review, that 
may assist you in formulating your priorities for 2010-12. 
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TIM S. NESS 
City Manager 

ATTACHMENT A Status of Overall 2008-10 Citywide Goals 
ATIACHMENT B Inpul on Suggested Citywide Goals 



STATUS OF 
OVERALL 2008-10 CITYWIDE GOALS 
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Obtained funding to construct two new fire 
Enhance public safety stations; redeployed police resources to 

services for our residents concentrate on gang-related activities; 
launched the Connect CTY alert system 

Conducted numerous DUI and saturation 

Address traffic safety issues 
patrols; implemented red light traffic 

camera enforcement; synchronized traffic 
signals 

Opened the new library; opened the Los 
Better the quality of life for Flores Ranch; partnered with schools; 

our next generation to come expanded public transit; initiated the ADA 
Transition Plan 

Enhance the economic 
vitality of the City 

Adopted the Airport Business Park Specific 
Plan; adopted off-site auto sales ordinance; 

processed the Area 9 EIR 

Finalize and adopt the 
Downtown Specific Plan 

Adopted a Downtown SpeCific Plan • 
Augment the overall housing 

stock by providing a Prepared the Housing Element for 
balanced housing market adoption; finalized dozens of duplexes and 
and encouraging owner- single family residential units 

occupied housing 

Completed the expansion of the 
Wastewater Treatment Plant; adopted the 

Plan for future annexations EIR for the Enos Ranchos property; 
and growth purchased the new police headquarters; 

updated the West Main and West Stowell 
Specific Plans 

Completed improvements at Rotary 

Improve public 
fa ci I it i esti nfras tructu re 

Centennial Park; assisted in building a 
new swimming pool at Pioneer Valley; 

initiating work on the levee; initiated the 
UVP Project 

Continued graffiti and shopping cart 
Enhance Code Compliance abatement; enforced compliance on 

related activities catering vehicles, flower vendors, and 
storm water regulation 

• 
Attachment "A" 
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Input on Suggested Citywide Goals 

2008-10 Citywide Goals 
• Enhance public safety services for our residents 

• Address traffic safety issues 

• Better the quality of life for our next generation to come 

• Enhance code compliance-related activities 

• Enhance the economic vitality of the City 

• Plan for future annexations and growth 

• Improve public facilities/infrastructure 

• Augment the overall housing stock by providing a balanced 
housing market & encouraging owner-occupied housing 

• Finalize and adopt the Downtown Specific Plan 

• 

Suggested 2010-12 Citywide Goals 
• Continue to place a high priority on public safety services 

• Address traffic safety issues 

• Better the quality of life for our next generation to come 

• Address health & safety issues through code compliance efforts 

• Explore revenue sources to augment General Fund revenues 

• Update the Land Use & Circulation Elements of the General Plan 

• Improve public facilities/infrastructure 

• Improve the overall housing stock by providing land zoned for a full 
range of densities that can encourage owner-occupied housing 

• FiRalize aRe aeo~1 IRe DO'."Rlo· .... R S~eGifiG PlaR 

.• Maintain a "structurally balanced" General Fund budget & continue 
to maintain adequate reserves for future years' financing 

• Address youth violence and identify mitigation measures 

• Improve overall energy conservation measures 

• Adopt a comprehensive vision for solid waste services 

• • 


