
TO: City Council 

FROM: James L. App, City Manager 
Jim Throop, Administrative Services Director 

SUBJECT: General Fund Financial Forecast 2010-2013 

DATE: June 1, 2010 

NEEDS: For the City Council to receive an update of, and consider options to address, the 
General Fund Financial Forecast for the years 2010 - 2013.

Facts: 1. Sales, property, and other general tax revenues fund police, fire, library, 
recreation, and other (non-utility) public services. 

2. The recession has significantly impacted general tax revenues. 

3. Cost reduction initiatives to offset revenue impacts began 2.5 years ago. 

4. 2010-2013 cumulative cuts total nearly $26,000,000 and have been achieved by: 

Reducing staff 25%; and 
Freezing wages thru mid-2011; and 
Discontinuing janitorial, some landscape, and other maintenance activities. 

5. Despite staff cuts and other cost reductions, major deficits are projected for the 
forecast period. 

6. While General Fund reserves are sufficient to cover the projected deficits, they 
will be largely depleted by June 30, 2013.  

7. Action to further reduce expenses could limit the amount of savings expended, 
leaving more to offset future deficits, maintain essential services, or handle a 
major disaster/emergency. 

8. A variety of expense reduction options are identified for consideration.  Each 
assumes implementation mid-2011.  This timing coincides with the ending date 
of labor’s special contributions, and would provide any party affected by a cost 
reduction initiative the opportunity to develop alternative solutions and/or adapt.  

ANALYSIS &
CONCLUSION: The City has eliminated 25% of (General Fund) jobs, frozen wages, cut temporary and 

contract help, and trimmed contract maintenance services.  The reductions total 
nearly $26 million over the forecast period.  Unfortunately, deficits persist. 
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 The forecast period cumulative deficit is estimated at $10.5 million.  It could be offset 
with GF reserves, but doing so will substantially deplete them.  

 Action to further reduce costs, while unpleasant, would lessen the impact on reserves 
leaving more money to offset any future deficit(s), maintain essential services, or handle a 
major disaster/emergency.   

Policy 
Reference: Council goals – “live within our means”; Fiscal Policy - maintain 15% reserve.  

FISCAL

IMPACT: General Fund reserves total $12,400,000.  Therefore, the projected $10,500,000 cumulative 
deficit can be surmounted; however, doing so will reduce the General Fund reserve 
balance to $3,400,000 (at June 30, 2013).   

If no action is taken to further reduce expenses beginning mid-2011, and the economy 
does not recover more vigorously than projected, the $3,400,000 balance may be 
exhausted with just one or two more years of deficits.  Then, major cost-cutting and 
service reductions will be unavoidable. 

NOTE: The projections do not include: 

1. Future State appropriation of local funds; and/or 
2. Failure to adjust water rates resulting in a new recurring multi-million dollar General 

Fund obligation (for Nacimiento water pipeline construction debt payments).  

Options: a. Identify and authorize cost reduction options for implementation in 2011; or 

b. Receive June 2010 financial forecast but defer action to consider public input and a 
November 2010 forecast update; or 

b. Amend, modify, or reject the above option 

Attachment: Financial Forecast 

Agenda Item No. 12 - Page 2 of 34



1

CITY OF PASO ROBLES

Financial Forecast
“A rock pile ceases to be a rock pile the moment a single person contemplates it,

having within him the image of a cathedral.”
[Saint Exupery, Flight to Arras, 1942]
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What’s the buzz?

Tell me what’s a happenin’.

Economic activity will pickup but job losses continue.

Unemployment will remain above 12 percent.

Retail sales remain weak, but begin to grow in 2011.

More residential foreclosures; the commercial market yet
to bottom out, Real estate recovery remains elusive.

Construction will not recover in 2010.
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What’s the buzz?

“. . . Expect a recovery, (but)with extraordinarily weak job, real estate, and retail markets.”
[California Economic Forecast, Cal Lutheran University; 3/22/10]
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What’s the buzz?

So, what does this mean for
public services and City finances?

What’s been accomplished so far?

What do the next four years look like?

What else could be done?
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What’s been accomplished so far?

Millions $$$ saved from job elimination, &

Millions $$$ contributed by current employees

Millions $$$ saved by reducing contract services and
funding for future maintenance.

By using the Layoff Prevention Plan:
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Job Eliminations: Current Staff Profile VS Budget
General Fund

Variance
Department Budget Current Amount Percent

City Manager's Office 14.5 11 (3.50) 24.1%

Administrative Services 6 5 (1.00) 16.7%

Community Development 9 7 (2.00) 22.2%

Emergency Services 31.5 25 (6.50) 20.6%

Library & Recreation Services 16.5 13.5 (3.00) 18.2%

Police 58 45 (13.00) 22.4%

Public Works 45 29 (16.00) 35.6%

Total 180.5 135.5 (45.00) 24.9%

*Includes scheduled retirements through July 2011
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Current Employee Contributions

EMPLOYEE
GROUP

# OF
EMPLOYEES

PAY AND BENEFIT
REDUCTIONS

AVERAGE PER
EMPLOYEE

S.E.I.U. 85 $ 717,000 $ 8,435

P.O.A. 37 $ 406,000 $ 10,973

I.A.A.F. 22 $ 430,000 $ 19,545

EXEMPT 29 $ 705,000 $ 24,310

C.M. 1 $ 57,000 $ 57,000

TOTAL 174* $ 2,315,000 $ 13,305

*Includes Enterprise Fund Employees

See page 17 for detail
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Total Cost Reductions (General Fund)
DESCRIPTION FY 09/10 FY 10/11 FY 11/12 FY 12/13 TOTAL

Job Elimination & Employee
Contributions $ 5,237,600 $ 5,710,238 $ 4,711,000 $ 4,711,000 $ 20,369,838

Contract Maintenance
Services Eliminated $ 533,000 $ 554,000 $ 554,000 $ 554,000 $ 2,195,000

Discontinued Funding for
Future Maintenance $ 621,500 $ 871,500 $ 871,500 $ 871,500 $ 3,236,000

Total of Cost Reductions $ 6,392,100 $ 7,135,738 $ 6,136,500 $ 6,136,500 $ 25,800,838

See page 18 for detail
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WHAT DO THE NEXT FOUR YEARS LOOK LIKE?
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Financial Plan Forecast 2010 2013

FY 09/10 FY 10/11 FY 11/12 FY 12/13 4 Yr Total

Revenue $ 25,394,262 $ 24,257,256 $ 25,043,064 $ 25,957,204 $100,651,786

Expense $ 28,382,312 $ 26,671,094 $ 27,854,762 $ 28,191,914 $111,100,082

Projected
Shortfall

$ (2,988,050) $ (2,413,838) $ (2,811,698) $ (2,234,710) $(10,448,296)

See pages 19-23 for detail
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General Fund Reserves

See pages 24-26 for detail
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How Options Effect Reserve Balances

Option A Option B Option C Option D

GENERAL FUND RESERVE BALANCE ON JUNE 30, 2009 $ 12,384,000 $ 12,384,000 $ 12,384,000 $ 12,384,000

2010 2013 Total

Total Projected Shortfall $(10,448,296) $(10,448,296) $(10,448,296) $(10,448,296)

Total Expense Reductions $ 1,500,000 $ 1,971,412 $ 3,803,790 $ 4,843,790

Total Revenue Increases $ $ 204,924 $ 204,924 $ 204,924

Total Reductions and Increases $ 1,500,000 $ 2,176,336 $ 4,008,714 $ 5,048,714

GENERAL FUND RESERVE BALANCE ON
JUNE 30, 2013

$ 3,435,704 $ 4,112,040 $ 5,944,418 $6,984,418

See pages 27-32 for detail
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Options to Address Shortfall
POTENTIAL REDUCTIONS JULY 2011 – JUNE 2013

Option A Option B Option C Option D
EXPENSE REDUCTIONS
Marketing Cut event support by approximately 50% $ $ 80,506 $ 80,506 $ 80,506

Marketing Cut all programs by approximately 50% $ $ $ 269,500 $ 269,500

Close Centennial Pool $ $ 224,906 $ 224,906 $ 224,906

Close Municipal Pool $ $ $ 189,978 $ 189,978

Cancel YMCA Contract for Teen Xtreme $ $ 60,000 $ 60,000 $ 60,000

Close Library Study Center $ $ 46,000 $ 46,000 $ 46,000

Eliminate One Edition of Activity Guide $ $ 14,000 $ 14,000 $ 14,000

Transfer Oak Park After School Program $ $ 46,000 $ 46,000 $ 46,000

Sports Adult: Assign program support to leagues $ $ $ 37,635 $ 37,635

Sports Youth: Assign program support to leagues $ $ $ 27,265 $ 27,265

Suspend Education Reimbursements $ $ $ $ 40,000

Estimated Turnover $1,500,000 $ 1,500,000 $ 1,500,000 $ 1,500,000

Extend Wage Increase Suspension $ $ $ 1,300,000 $ 1,300,000

Pay Cut/Furlough/Layoff $ $ $ $ 1,000,000

Miscellaneous $ $ $ 8,000 $ 8,000

Subtotal $1,500,000 $ 1,971,412 $ 3,803,790 $ 4,843,790

See pages 27-32 for detail
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Options to Address Shortfall
POTENTIAL REDUCTIONS 2010 2013

Option A Option B Option C Option D

Expense Reductions Subtotal $1,500,000 $ 1,971,412 $ 3,803,790 $ 4,843,790

REVENUE ENHANCEMENTS
Increase Library Fines $ $ 80,000 $ 80,000 $ 80,000
Increase Copy Fees $ $ 10,000 $ 10,000 $ 10,000
Increase Meeting Room Fees $ $ 10,000 $ 10,000 $ 10,000
Add Class Fee ($10 per participant) $ $ 72,000 $ 72,000 $ 72,000
Sports Adult: Increase fees to cover lighting costs $ $ 6,924 $ 6,924 $ 6,924
Senior Center Membership ($3 increase per person) $ $ 6,000 $ 6,000 $ 6,000
Increase Tournament Fees $ $ 20,000 $ 20,000 $ 20,000
Subtotal $ $ 204,924 $ 204,924 $ 204,924

TOTAL (Reductions + Enhancements) $1,500,000 $2,176,336 $4,008,714 $5,048,714

See page 27-32 for detail

Agenda Item No. 12 - Page 16 of 34



W
H
A
T
ELSE

CA
N
BE

D
O
N
E?

Effect of Options on Reserve Balance

April 2010

15
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APPENDIX
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