
TO: City Council 
 
FROM: James L. App, City Manager 
 Jim Throop, Administrative Services Director 
 
SUBJECT: 2011 - 2015 General Fund Financial Forecast Update 
 
DATE: January 18, 2011 
 
  
NEEDS: For the City Council to consider a General Fund financial forecast/budget update for 

the five fiscal years 2011 - 2015. 
   
Facts: 1. The City’s General Fund sales and property tax revenues fund police, fire, library, 

recreation, and other public services. 
 
 2. The recession has significantly impacted General Fund sales and property tax 

revenues. 
 

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

 
4. Cost reductions totaling over $7,000,000 per year, and nearly $36,000,000 for FY 

2011-2015 have been achieved by: 
 

Reducing General Fund staff 30% 
Freezing wages 2.25 years through mid-2011 
Reducing employee benefits 
Discontinuing janitorial, road, landscape, park and and other maintenance, 
and other service contracts 

 
5. National, state and local economic forecasts project a recovery, albeit slow and 

fitful. 
 

6. Despite the cost reductions a major deficit persists for the five-year forecast period. 
 
7. General Fund reserves or savings are sufficient to cover the projected deficit 

 
8. Should the City Council wish to lessen the drawdown of reserves, a variety of 

expense reduction options and revenue enhancements are indentified for 
consideration.   

 
ANALYSIS & 
CONCLUSION: The City has significantly reduced General Fund (GF) spending by vacating 30% of GF 

jobs, cutting temporary and contract help, trimming contractual services, suspending 
wage increases, reducing benefits and eliminating recurring maintenance services.  
These reductions total approximately $36 million for the five years ending June 30, 
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2015.  Unfortunately, even with the reductions, the GF is projected to run a substantial 
deficit in each of the next five fiscal years $6.1 Million. 

 
 The projected deficit can be managed with the cost-cutting achieved to date plus use of 

GF savings.  This would leave a General Fund Reserve balance of approximately $4.3 
million at June 30, 2015.  However, there are risks to the forecast that could impact 
results including future State appropriation of local revenues, new program or 
regulatory (spending) mandates, and/or failure to approve new water rates requiring 
the General Fund to cover Nacimiento water costs totaling approximately $5.2 Million 
per year beginning July 1, 2014. 

 
POLICY 
REFERENCE: Council goals – “Live within our means”; Fiscal Policy – maintain 15% reserve. 
  
FISCAL 
IMPACT: The GF is projected to experience a $6.1M cumulative deficit over the next five years.  

If no further cost-cutting actions are initiated, the General Fund could survive with use 
of reserves.  Use of reserves over the five years ending June 30, 2015 will result in a 
diminished, but still positive, General Fund Reserve balance of $4.3 million. 

 
 There are risks to the forecast including: 
 

1. Future State appropriation of local funds; and/or 
2. New State and/or Federal program or regulatory (spending) mandates; 

and/or 
3. Failure to adjust water rates resulting in a new recurring $5.2 Million 

General Fund obligation (for Nacimiento water pipeline project debt 
payments and operating expenses). 

  
Options:  a.     Receive and file January 2011 financial report; or 
 

b. Determine additional cost-cutting initiatives; or 
 

c.  Amend, modify, or reject the above option 
 
 
 
 
 
Attachment: FY2011-FY2015 Financial Forecast 
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Where are we now?

“The recession is over, but San Luis Obispo County’s economic recovery is lagging.”
[Beacon Economics; November 2010]
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Where are we now?

Worst of the recession is over

Economic activity will pickup slowly, but job losses continue.

Unemployment will drop from 12 percent to 8 percent, but not until 2015.

Retail sales remain weak, but begin to recover (slowly) in 2011.

Foreclosures:
Residential foreclosures have peaked, but still an issue
Commercial market has yet to bottom out

Construction will not recover any time soon.
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What’s Been Accomplished So Far

1. Hiring Freeze
2. Voluntary Reduction Incentives

A. Job Sharing
B. Resignation
C. Wage Reduction
D. Early Retirement
E. Work Hour Reduction
F. Work Furlough for education

3. Reduce Temporary Work Force
4. Defer Contract Annual Wage Adjustment
5. Suspend Contract Annual Wage Adjustment
6. Reduce Part Time, Seasonal & Probationary Work Force
7. Defer Merit Pay Increases
8. Suspend Merit Pay Increases

Layoff Prevention Plan

The Layoff Prevention Plan is a sequence of labor cost avoidance/reduction initiatives to
adjust for foreseeable revenue and expenditure imbalances. To the extent practical, non
personnel operating costs are reduced before effecting personnel modifications.

9. Wage Reduction
10. Reduce Full Time Work Force

A. Work Hour Reduction
B. Work Furlough
C. Layoff

4
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What’s Been Accomplished So Far

DESCRIPTION FY 10/11 FY 11/12 FY 12/13 FY 13/14 FY 14/15
Total

Reductions

Job Elimination &
Employee Contrib. $ 5,472,000 $ 5,556,000 $ 5,682,000 $5,806,000 $5,396,000 $28,452,000

Contract Maint.
Services Eliminated $ 554,000 $ 554,000 $ 554,000 $ 554,000 $ 554,000 $ 2,770,000

Disc. Funding Future
Maint. $ 872,000 $ 872,000 $ 872,000 $ 872,000 $ 872,000 $ 4,360,000

Total Cost Reductions $ 6,898,000 $ 6,982,000 $ 7,108,000 $ 7,232,000 $ 7,362,000 $35,582,000

Total Cost Reductions Against Budget (General Fund)

1-18-11 C
C

 A
genda Item

 8 P
age 7 of 29



6

1-18-11 C
C

 A
genda Item

 8 P
age 8 of 29



WHAT DO THE NEXT FIVE YEARS LOOK LIKE?

7
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General Fund

Financial Plan/Forecast 2010 2015

FY 10/11 FY 11/12 FY 12/13 FY 13/14 FY 14/15 5 Yr Total

Revenue $ 23,421,000 $ 23,785,000 $ 24,304,000 $ 24,861,000 $ 25,575,000 $121,946,000

Expense $ 25,368,000 $ 25,085,000 $ 25,681,000 $ 25,899,000 $ 26,046,000 $128,079,000

Projected
Shortfall $ (1,947,000) $ (1,300,000) $ (1,377,000) $ (1,038,000) $ (471,000) $ (6,133,000)
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How Much Money Is Available to Cover Shortfall?

$10,455,000$10,455,000
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Options for Reducing Projected Shortfall
Savings
1 Year

Savings
2 Years

EXPENSE REDUCTIONS

Marketing Event Support Reduction (25%/Year) $ 54,000 $ 108,000

Sports Adult (assign program support to leagues) $ 19,000 $ 38,000

Sports Youth (assign program support to leagues) $ 14,000 $ 28,000

Transfer Oak Park After School Program $ 23,000 $ 46,000

Marketing Contract Reduction (25%/Year) $ 67,000 $ 134,000

Cancel Teen Xtreme Contract with YMCA $ 30,000 $ 60,000

Close Centennial Pool $ 112,000 $ 224,000

Suspend Education Reimbursement $ 20,000 $ 40,000

Extend Suspension of Contract Wage Adjustments $ 500,000 $ 1,000,000

REVENUE ENHANCEMENTS

Increase Tournament Fees $ 40,000 $ 80,000

Add Class Fee $ 18,000 $ 36,000

Increase Copy Fee $ 5,000 $ 10,000

Increase Meeting Room Fee $ 5,000 $ 10,000

Increase Library Fines $ 40,000 $ 80,000
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APPENDIX
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What’s Been Accomplished So Far

Variance
General Fund Department Budget Current Amount Percent

City Manager's Office 15.0 10.6 (4.40) 29.33%

Administrative Services 6.0 5.0 (1.00) 16.67%

Community Development 9.0 6.0 (3.00) 33.33%

Emergency Services 31.5 25.0 (6.50) 20.63%

Library & Recreation Services 17.0 12.7 (4.30) 25.29%

Police 58.0 42.0 (16.00) 27.59%

Public Works 45.0 28.4 (16.60) 36.89%

Total 181.5 129.7 (51.80) 28.54%

*Includes scheduled retirements through July 2011

Primary Savings – Fewer Staff
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General Fund Balances

$10,455,000$10,455,000
CCCSIF Tailings, 

$450,000

RDA Partial 
Repayment, 
$2,200,000

Equipment 
Replacement 

Deferral, $886,000

General Fund 
Balances, 
$6,919,000

24
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Summary of Fund Balances

NOTE: Restricted General Operations includes: Grants, Specific Plans, Landfill Closure, Assessments

Summary of Fund Balances

$74,408,000$74,408,000

Impact Fees, 
$9,163,000

RDA/CDBG, 
$8,453,000

Trustee, $2,989,000
Debt Service, 

$7,567,000
Restricted Gen. 
Ops., $4,632,000

General Fund, 
$10,455,000

Enterprise, 
$31,149,000

25
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