
TO: City Council 

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

SUBJECT: FY 2010 - 2013 General Fund Financial Forecast Update 

DATE: December 15, 2009 

NEEDS: For the City Council to receive a General Fund financial forecast/budget update for the 
four years FY2010 - 2013.

Facts: 1. The City’s sales and property tax revenues fund police, fire, library, recreation, and 
other public services. 

2. The recession has significantly impacted sales and property tax revenues. 

3. Cost reduction initiatives to offset the revenue losses began two years ago. 

4. Cost reductions total $23,000,000 FY 2010 - 2013, nearly $6,000,000 per year. 

5. Reductions have been achieved primarily by vacating City staff positions. 

6. Staffing has been reduced 22.4% from 180.5 to 140.1 (40.4) positions. 

7. National, state and local economic forecasts project a very slow recovery (locally, 
the recovery may begin after bottoming out in late 2010). 

8. Despite significant cost cutting, major annual operating deficits are expected each 
year for at least the next four years. 

9. While General Fund reserves are sufficient to cover expected remaining deficits 
through Fiscal Year 2013, they will be exhausted by June 30, 2013.  A vigorous 
recovery is needed beginning mid-2011 to prevent further and extraordinary 
reductions in staff and public services. 

ANALYSIS &
CONCLUSION: The City has significantly reduced General Fund (GF) spending by vacating 22.4% of 

GF jobs, suspending wage increases, cutting temporary and contract help, trimming 
contractual services, and eliminating recurring maintenance services.  These reductions 
total $23 million.  Unfortunately, even with these reductions, the GF is projected to run 
a substantial deficit in each of the next four fiscal years. 
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The four-year projected cumulative deficit, plus estimated risks, is $12.8 million.  The 
deficit can be managed with the cost-cutting achieved to date plus use of GF savings, 
but it will leave GF savings exhausted (and then faced with the prospect of continuing 
deficits post FY 2013).  

FISCAL

IMPACT: The General Fund budget/financial plan can be balanced over the four-year period; 
however, doing so will exhaust reserves and leave a major annual operating shortfall in 
FY 2014.  If by mid-2011, the economy is not recovering more vigorously than 
projected, additional major cost-cutting and service reductions will be unavoidable. 

A substantial financial risk not yet factored into this forecast is water fund obligations.  
Should water rate adjustments not be approved within the next four years, the Water 
Fund will exhaust its reserves to pay Nacimiento Water Project obligations.  Once 
Water Fund reserves are exhausted (in 2014/2015), the General Fund would have to 
pay the obligation (approximately $5 million per year).  

Should this obligation fall to the GF on the heels of 22+% reductions, exhaustion of its 
reserves, and faced with continuing operating deficits of its own, it will result in drastic 
wholesale cuts to public services. 

Options: a. Receive and file December 2009 financial report; or 

b. Amend, modify, or reject the above option 
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