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Facts
1. The fiscal forecast is an opportunity to review the City’s current financial situation, including the
projected revenues and expenditures, over a 10-year horizon. It is meant to help City Council and
staff prioritize programs and spending in not only the next budget cycle but also reinforces the City
Council’s commitment to long-term fiscal sustainability.
2. The fiscal forecast will set the stage for the visioning and goal setting process by ensuring everyone
has a common understanding of what is possible given the City’s ability to fund operating programs
and capital improvements.
3. Public input is encouraged throughout the process; there will be several opportunities for
participation, including the community survey, the Council goal setting and visioning session, advisory
body discussion on the budget, and at several regular Council meetings between February and June.
4. On January 25, 2020, the City Council and the community had an opportunity to hear the first 10-year
financial forecast for the City’s General Fund and to help prioritize spending for Fiscal Years (FY)
2020-21 and 2021-22. Unfortunately, shortly after this budget workshop occurred, the Coronavirus
pandemic struck.
5. However, the underlying principle of developing budget and spending priorities over the long term is
still sound. And that really is the first part of the budget process: to develop a long-term fiscal forecast
based on current service levels and costs, including the expansion of police and fire services (with the
proceeds from Measure J-20), the capital improvement program (CIP), as well as the need to ensure
that the City is making appropriate progress in addressing its unfunded liabilities including CalPERS,
other postemployment benefits (OPEB), the American with Disabilities Act Transition Plan, and
deferred facility and infrastructure maintenance.
6. Since January 2020, the City’s fiscal forecast did significantly change for two main reasons: 1) the
projected impacts of the coronavirus, which continue to evolve, had significant negative impacts on
the General Fund and 2) in November 2020, in a much more positive direction, due to the voters’
passage of Measure J-20, the one-cent supplemental sales tax. J-20 has the potential to generate an
additional $10 million in revenues each year for the next twelve years, unless ended earlier by voters.
7. On January 19, 2021, City Council received an update of the General Fund financial activity for FY
2020-21. The results of the report concluded that the adverse impacts of the coronavirus pandemic
have been noteworthy, but it appears that economic recovery is already underway in certain segments
of the economy which has resulted in the City’s anticipated use of reserves decreasing from $5.7
million to $1.5-$2.0 million, even taking into consideration the latest impacts of Governor Newsom’s
Stay-at-Home Executive Order issued in December and lifted on January 25th.
8. On December 15, 2020, City Council was presented with the FY 2021-22 Budget Process and
Timeline. The first phase of the budget process titled, “Setting the Stage,” comprises two sub-phases:
Development of the Fiscal Forecast; and a Goal Setting and Vision Workshop, informed in part by
input from a community survey which is underway now. The Goal Setting and Vision Workshop will
be held virtually on Saturday, February 20th from 9:00am-3:00pm. Public participation in the
workshop is welcome and encouraged.
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Analysis and Conclusions
General Fund Revenues
The General Fund receives approximately $40-$42 million each fiscal year, of which approximately 75% is
generated from taxes: sales, property, transient occupancy (TOT). The other 20% coming from several
different sources but can be broadly categorized as: charges for services; interest income; sale of
equipment and other assets; state, federal and local grants; licenses and permits; fines and forfeitures, etc.
Since such a larger percentage of the revenues the General Fund receives comes sales, property and TOT
taxes, the 10-Year Fiscal Forecast relies heavily on the revenues projected in these three sources.
Sales Tax Revenue
Sales tax represents the single largest revenue source for the City, at about 35% of total General Fund
revenues. The City has averaged $15.5 million in sales tax revenue (including the half-cent supplemental
sales tax override) over the past three years. The FY 2020-21 budget assumed a significant $2.1 million
decline in sales tax revenue; solely attributed to the Coronavirus pandemic and the lack of revenues from
the tourism and restaurant industries. Despite these dire projections, we know the economy hit bottom in
April 2020 (the worst month for growth in US economic history) and was followed by the best quarter. As
such, the forecast predicts certain segments of our business industries already returning to pre-pandemic
revenues–FY 2020-21 sales tax revenue is now estimated to be $15.7 million–with other industries, such as
restaurants and hotels, to take one to three years to return to pre-pandemic revenues. The table below
represents what is known as the Bradley Burns allocation (i.e., omits the supplemental sales tax override
approved by voters):
Table 1: Bradley Burns Sales Tax Allocations to Paso Robles
Industry Group
Autos/Transportation
Building/Construction
Business/Industry
Food/Drugs
Fuel/Service Stations
General Consumer Goods
Restaurants/Hotels
Transfers/Unidentified
State/County Pools
State Fee
Total

FY 2019-20
Actuals
1,893,970
960,456
1,030,104
519,821
1,180,385
1,823,678
1,264,492
4,802
1,674,417
-98,930
10,253,195

FY 2020-21
Projection
1,971,637
980,684
1,026,876
549,613
1,174,510
1,797,220
1,201,920
23,598
1,964,092
-90,014
10,600,136

%
4.1%
2.1%
-0.3%
5.7%
-0.5%
-1.5%
-4.9%
391%
17.3%
3.4%

FY 2021-22
Projection
1,956,537
989,184
1,070,276
560,613
1,309,210
1,878,920
1,337,020
16,698
2,038,892
-96,400
11,060,950

%
-0.8%
0.9%
4.2%
2.0%
11.5%
4.5%
11.2%
-29.2%
3.8%
4.4%

FY 2022-23
Projection
1,995,637
1,028,784
1,113,076
571,813
1,335,410
1,935,320
1,403,820
16,698
2,162,992
-99,909
11,463,641

%
2.0%
4.0%
4.0%
2.0%
2.0%
3.0%
5.0%
0.0%
6.1%
3.6%

In November 2012, the voters approved Measure N-12, a one-half cent supplemental sales tax. Although
a general tax, the voters indicated that the purpose of this tax was to augment funding for repair and
maintenance of city streets. Since April 1, 2013, the City has received $33.2 million of this special override
tax with 28 projects completed or in the process of being completed, totaling more than $34.6 million. (A
full listing of the projects to be completed for the remaining four fiscal years can be found on the City’s
website at https://www.prcity.com/452/STOC-Road-Repair-Updates.) This tax measure automatically
sunsets in FY 2024-25, unless extended by voters. As a result, the forecast assumes continued annual
revenue of approximately $5.3 million per year from now until FY 2024-25. At that point, the revenue is
excluded from the model but the funding towards streets and roads is assumed to remain the same for
purposed of the forecast, at this time (expenditures will be discussed later in the report).
In November 2020, the voters approved Measure J-20, a one-cent supplemental sales tax. J-20 has the
potential to generate revenues similar to the Bradley Burns allocation each year, for the next twelve years,
unless ended by earlier by voters. Like the N-12 sales tax, this tax is a general tax and is available for use
by the City to pay for operations and services. While the City is not bound to use the tax monies for any
special purpose or particular facilities or programs, the Council and community have identified the
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priorities are to maintain essential and general services including fire protection/paramedic services,
wildfire/natural disaster emergency preparedness, 911 emergency response times, public safety, equipping
first responders, fixing streets and potholes, school protective services, or other local priorities that the
City Council and community may identify. This sales tax goes into effect on April 1, 2021 and the
expenditure plan for the use of these monies will be a focal point in the upcoming budget process.
Table 2: Sales Tax Revenue

Millions

Actual and Forecast
$30
$25
$20
$15
$10
$5
$-

Fiscal Year
■ Bradley Burns

■ N-12 Half Cent SST

■ J-20 One Cent SST

Property Taxes
Property tax is the City’s second largest revenue source of the General Fund, averaging $11.0 million per
year, or 24% of the total revenues. The City experienced a net taxable value increase of 4.7% for the 202021 tax roll, which mirrored the increase experienced county wide at 4.6%. Despite the number of sales
declining due to the COVID-19 Stay-at-Home orders, home prices continue to rise in response to lower
inventory and lower interest rates. The median sales price of a detached single-family residential home in
the City of Paso Robles from January through October 2020 was $535,000, an increase of $23,750, 4.6%,
from 2019.
Despite the solid growth in property values in the City over the past ten years, Proposition 13 limits ad
valorem property tax rates to no more than one percent of a property’s assessed value as well as minimizes
the increases in assessed values from one year to the next. As a result, the City’s property tax forecast
remains limited to 2.5% increase year over year.
However, City Council has recently approved several specific plan projects that will generate revenues and
require expenditures not included in the 10-Year Fiscal Forecast, but which have the potential to generate
additional property tax revenues should those developments move forward with construction. These
developments include: the Olsen-South Chandler Ranch Specific Plan, a 356-acre site that includes 1,293
residential units, 9,800 square feet of commercial space, and 29,335 square feet of community amenities;
and the Beechwood Specific Plan that includes construction of 911 residential units, including at least 150
multi-family units, 40,000 square feet of neighborhood commercial/mixed use development, 20+ acres of
open space that includes an 8-acre public park, and 2.9-mile multi-use pathway network. As soon as
construction begins and the permits for these units are issued, the estimated revenues generated from
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these specific plans will be added to the forecasted revenues. It should also be noted that each of these
specific plans have a Community Facilities District (CFD) tax in addition to the taxes a typical homeowner
currently pays to fund public service and infrastructure needs for those developments. In other words, the
developments are set up in a way that prevents adverse impacts to the services our current residents are
already receiving.
Table 3: Property Tax Revenue

Millions

Actual and Forecast
$16
$14
$12
$10
$8
$6
$4
$2
$-

Fiscal Year
Note to the Chart: In FY 2015-16, the State of California’s Triple Flip Tax program ended, which swapped the City’s property tax
allocation with sales tax. A corresponding increase can be seen in the sales tax chart above that offsets, in part, the decline in
property tax revenues realized in FY 2016-17.

Transient Occupancy Tax
Transient Occupancy Tax (TOT) is the City’s third largest funding source of the General Fund and
represents just under one out of every five dollars the General Fund receives each year. And since 1996,
and even during the Great Recession of 2008, there was never an instance where revenues declined from
one year to the next (TOT revenues were flat in FY 2008-09 and FY 2009-10, but there was never a year
over year decline until COVID-19). Actual TOT revenues received in FY 2019-20 were $5.1 million,
about $1.7 million less than expected pre-pandemic. As a result, the City assumed significant declines in
tourism-related revenue in FY 2020-21.
However, after review of the actual tourism activity that occurred in the 1st Quarter of FY 2020-21, the
City was cautiously optimistic because the tourism industry rebounded much more quickly than
anticipated with July and August occupancy anticipated to be 30%-35% when in fact it was 50%-57%.
That trend carried into the September and October months (assumed 45-50%, actual 63-65%) but with
the Governor’s latest Stay at Home orders, tourism activity is declining again. Although the Stay-at-Home
orders will cause revenues to decline, there are no indications that once those are lifted and the City moves
through less restrictive COVID-19 Tiers, tourism will return to historical trends. That said, the forecast
anticipates a 2–3-year recovery, with revenues increasing thereafter based on historical trends.
Similar to property taxes, there are several potential hotel developments or tourism attractions that
Council has recently approved or will be approving the near future. The largest is the Paso Robles
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Gateway Annexation Project, which consists of the development of two hotel/resorts with 325 rooms,
three commercial center totaling 73,600 square feet, 17 workforce housing apartment units, up to 80
attached single-family residential resort units or a third hotel with 100 rooms, and approximately 98 acres
of agriculture and open space areas. There are also plans for a 119-room Fairfield Hotel, a 131-room
Hyatt Place, a 128-room Residence Inn, 280-rooms at Sensorio Gardens, and many more. All of these are
in various planning stages and as soon as construction begins and/or permits pulled, the revenues
generated from these developments will be included in the forecast. Until then, the forecasted TOT
revenues are as follows:
Table 4: Transient Occupancy Tax

Millions

Actual and Forecast
$14
$12
$10
$8
$6
$4
$2
$-

Fiscal Year

General Fund Expenditures
The City is a full-service city providing police and fire/emergency medical services; a municipal general
aviation airport; library, park, and recreation amenities; a sanitary landfill; state-of-the-art water,
wastewater, and stormwater utilities; streets, sidewalks, trails, and traffic safety infrastructure; as well as
private development review, approval, and inspection services.
These services are categorized in 51 funds within seven departments: Police Services, Emergency Services,
Public Works, Community Services, Community Development, Administrative Services, and the City
Council/City Manager’s Office. The General Fund is the main operating fund of the City. It is used to
account for all financial resources except those required to be accounted for in another fund (e.g., water
and wastewater funds).
The City broadly categorizes each expenditure-type in five areas: personnel services, operating expenses,
debt payments, capital items (e.g., equipment), and funds set aside for information technology (IT) and
fleet equipment. A majority of the expenses incurred by the General Fund is related to personnel since it
is those individuals who provide the services the community. There are 172 funded positions currently
approved (in the General Fund) and included for the forecast period. The terms of the current applicable
Memorandums of Understanding (MOU) between the City and each union/employee group are also
reflected as well as 2%-5% escalator on certain benefits such as health insurance. Any expansion, or
reduction, in city staff or changes to the MOU, will alter the expenditures shown in the forecast model.
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Table 5: Full-time Equivalent Positions, by Department (FTEs)
Department
Police Services
Emergency Services
Public Works
Community Services
Community Development
Administrative Services
City Manager’s Office
Total

FY 2017-18
49.88
27.00
10.24
35.34
12.26
9.50
8.50
152.72

FY 2018-19
54.41
33.00
9.95
36.45
14.90
9.00
9.00
166.71

FY 2019-20
58.41
34.00
9.95
36.45
14.90
9.00
9.00
171.71

FY 2020-21
58.41
34.00
9.95
36.95
14.90
9.00
9.00
172.21

Other forecasted expenditure assumptions:
1) Operating expenses: increase year over year based on the average 5-year consumer price index
(CPI).
2) Debt payments: based on current debt (no new debt) and amortization schedules with no
accelerated payments.
3) Capital items: based on meeting current service level needs (does not include the large capital
transportation projects mentioned later in the report).
4) Set Aside Funds: based on the current inventory of machinery and equipment with current
estimated useful lives.
There are also another set of expenditures that are not necessarily associated with a specific department
and those are categorized as “non-departmental.” These expenses include capital projects funded in whole
or in part by the General Fund; insurance premiums including workers’ compensation and general liability;
CalPERS unfunded pension costs; other post-employment benefit payments; and Certificates of
Participation bond payments; and the like.

Millions

Table 6: General Fund Baseline Expenditures, by Department/Activity
$12
$10
$8
$6
$4
$2
$-

■
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Again, the expenses above only outline the current service levels, or baseline expenditures. Modifications
to city operations or the services provided can and will alter the forecasted expenditures. However, the
purpose of the forecast to identify the trend, both revenues and expenditures, where we are at today and
to make programmatic decisions, both expansion and contraction of services, not only on the needs of the
community but what funding is available.
That being said, the Measure N-12 half cent supplemental sales tax will automatically sunset on March 31,
2025. If that occurs without a replacement measure, there will be a $5.4 million decrease in annual
revenue, meaning that either street quality would worsen (and streets will become more expensive to
repair later, the more they are allowed to deteriorate) or there would be significant reductions to essential
City services in order to continue funding street maintenance and repair. An important decision in the
Measure J-20 Expenditure Plan is whether or not to leave funding available to replace this loss of revenue
should that occur in four years.
In conclusion, the passage of Measure J-20 dramatically enhanced the City’s ability to undertake some of
the significant challenges the City is facing in the near and long-term. However, those monies only address
low, and declining staffing levels–at least, in part, for public safety operations–and funding towards some,
though not all, City streets and bridges. As such, it is anticipated that a lot of emphasis will be placed on
the Measure J-20 Expenditure Plan. As soon as the J-20 Expenditure Plan is established and those funds
are completely earmarked, the forecasted available funding will be reduced to approximately $3.6 million
each year before the expiration of Measure N-12 and then down to $762,000 the year after. Those
remaining funds will not be able to fully address the broader fiscal challenges outlined below.
Table 7: General Fund Revenue and Expenditure History and Forecast
GENERAL FUND
FORECAST
REVENUES
EXPENDITURES
J-20 EXPENDITURES1
FUNDS AVAILABLE FOR
CAPITAL, OPERATING
AND UNFUNDED NEEDS3

FY 20-21

FY 21-22

FY 22-23

FY 23-24

FY 24-25

FY 25-26

$46,675,040
-45,578,013
-2,534,000

$58,007,450
-45,173,650
-10,488,000

$60,799,640
-46,572,562
-10,870,000

$62,469,500
-46,784,638
-10,890,000

$62,625,000
-47,499,062
-11,054,000

$59,982,0002
-47,999,855
-11,220,000

$ -1,436,973

$ 2,345,800

$ 3,357,078

$4,794,862

$4,071,938

$

762,145

1 – The J-20 expenditures have not been identified or approved; however, the forecast assumes that 100% of the funds made
available through J-20 will be spent.
2 – Decrease in revenues due to expiration of Measure N-12 half cent supplemental sales tax.
3 – These funds are less than anticipated needs not yet reflected in future budgets. In addition, they do not reflect any changes in
General Fund reserve levels the Council may adopt.

There are still significant fiscal challenges, both near-term and long-term, that are unable to be fully
addressed by the funds available identified in the table above, including:
1) Unfunded pension liabilities: like other cities, Paso Robles has been hit hard by changes in
actuarial assumptions from CalPERS. The City’s unfunded pension liability on June 30, 2019 was
approximately $43.7 million (75% funded), and that amount could increase depending on how
CalPERS fares during the current downturn. While this represents a smaller portion of the City’s
budget than pension obligations in many cities, it is an unfunded liability that the City must
gradually address.
2) Low, and declining staffing levels: The City’s labor force was 6.13 FTE staff members per 1,000
residents in FY 2008-09, whereas today it stands at approximately 5.37 FTE staff members per
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1,000 despite providing a much wider range and higher level of service. Additionally, this staffing
level is lower per capita than most cities in the County. The City has largely exhausted any
potential for staffing efficiencies, meaning that budget reductions now will result in service level
reductions. As mentioned earlier, with the passage of Measure J-20, the City is in better position
to address low staffing levels in police and fire services but not necessarily for other city services
and activities.
3) Inadequate funding towards maintaining, repairing, and replacing City facility infrastructure: The
City also owns a number of major facilities, such as the Library/City Hall complex, the Public
Safety complex, the Centennial Park complex, Fire Station 1, the Sewage Treatment Plant main
building, the Water Treatment Plant main building, the Airport Terminal, and others. Due to
fiscal constraints, the City has been unable to establish a depreciation reserve for maintaining,
repairing, and replacing any of these structures. The latest valuation estimates the replacement
cost of these structures at approximately $200 million. Given the remaining life for each building
or facility, and the projected repair and replacement costs, the City should be setting aside at least
$5.0 million each year for building and facility maintenance, repairs, and rehabilitation expected to
be required over the next 30 years. Some $3.0 million of this would be the responsibility of the
General Fund.
5) Inadequate funding towards City streets and bridges: An analysis of the City’s streets and their
pavement condition index (PCI) demonstrated that investment in street infrastructure should
total more than $10.0 million per year. The actual average investment over the past five years has
been $5.0-6.0 million, largely funded from voters’ approval of a half-cent sales tax measure in
2012, equating to approximately $4.0-$5.0 million per year; $1 million from Gas Tax and SB1
funds. Although unrestricted in nature, the City Council continues to commit the Supplemental
Sales Tax funds directly towards the repair, maintenance and replacement of streets and roads
throughout the City. The additional revenues have allowed the City to invest in the street
infrastructure to a level that would not have been possible otherwise. Even with the supplemental
sales tax, there is insufficient funding to keep pace with needed infrastructure maintenance and
improvements. Some of these improvements, such as continued progress toward compliance with
the Americans for Disabilities Act, are legally required.
6) Facilities, Infrastructure, and other Capital Projects: There are several significant capital project
improvements that will need to be constructed over the next several years. The City is actively
seeking Federal, State, and local grants to fund, at least in part, some of these more costly
projects. However, these grants are competitive, and alternative funding strategies need to be
considered should the City be unsuccessful in securing these grants. Capital projects include: 1)
the development of 2930 Union Road, the location of Fire Station #3 and other essential City
operations, including a backup Emergency Operations Center, a fire training facility, a police
substation and shooting range; 2) Vine Street bridge and road alignment; 3) the development of
the City’s northeast area including the Huer Huero Creek bridge and round-abouts, realignment
and construction of New Airport Road and Union Road, and the construction of the 46E
overpass and interchange; 4) circulation enhancements on the Niblick Road and Creston Road
Corridor; and 5) the 24th Street bridge expansion. Cost estimates for many of these projects will
be presented in the budget process, but they will collectively cost tens of millions of dollars.
As indicated, these costs have not been reflected in the table and will be a major focus of the budget
process.
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Fiscal Impact
There are no fiscal impacts by receiving and filing the forecast report, however, the purpose of this report
is to guide the overall budget priorities (which will have fiscal impacts) for upcoming years.
Recommendation
Receive and file the report, accepting the forecast for use in developing the recommended FY 2021-22
operating and capital budget, and providing any direction or requests for future budget reports and
presentations.
Attachments
None
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