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

SUBJECT: 2011 - 2015 General Fund Financial Forecast Options

DATE: February 15, 2011

NEEDS: For the City Council to consider General Fund expense reductions and revenue

enhancements for the five fiscal years 2011 - 2015.

Facts: 1. Following presentation of the updated General Fund Financial Forecast, the City
Council requested further consideration of that expense reductions and revenue
enhancements to help offset the potential projected deficit.

2. Cost reduction initiatives to offset the revenue losses began more than two years
ago.
3. Cost reductions totaling over $7,000,000 per year, and nearly $36,000,000 for FY
2011-2015 have been achieved by:
a. Reducing General Fund staff 30%
b. Freezing wages
c. Reducing employee benefits
d. Discontinuing janitorial, road, landscape, park and and other maintenance,
and other service contracts
4. Despite the cost reductions deficits persist for the five-year forecast period.
5. General Fund savings are sufficient to cover the projected deficit.
ANALYSIS &
CoNcLusioN:  The City has significantly reduced General Fund (GF) spending by eliminating 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, 2015. Unfortunately, even with the reductions, the GF is projected to run
deficits in each of the next five fiscal years totaling approximately $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 specifically 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.
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IMPACT:

FiscaL

IMPACT:

Options:

Council goals — “Live within our means”; Fiscal Policy — maintain 15% reserve.

The current projection is for the GF to have a total of approximately $6.1M deficit over
the next five years. If no further cost-cutting actions are initiated, General Fund
reserves are adequate to cover the projected deficit and still maintain a $4.3 million
balance.

Determine whether/which additional cost saving or revenue enhancements to implement
to assist with the projected General Fund deficit, or

Determine additional cost-cutting initiatives to implement; or

Amend, modify, or reject the above option

Attachment A: Description of potential cost saving/revenue enhancements
Attachment B: FY2011-FY2015 Financial Forecast
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Options for Reducing Shortfall

Marketing — Event Support Reduction (50%) — This option entails decreasing city staff overtime expense
or requiring events to reimburse the City for overtime expenses related to the different events.
This option has been completed with a projected savings of approximately $54,000/years.

Sports — Adult (assign program to leagues) — Viable proposals from local player associations and
individuals are currently under consideration. Plans are underway to run the Adult VVolleyball Program
as a contract class and local softball players have organized to administer the Adult Softball program.
Maintenance cost savings are projected to be approximately $19,000/year.

Sports — Youth (assign program to leagues) — This option is almost complete. The Youth T-ball program
has already been transferred to the Pony League youth baseball program. The YMCA has submitted a
proposal to administer Youth basketball, next winter 2012. Maintenance savings are estimated at
$14,000/year.

Transfer Oak Park After School Program — The option is to transfer the current contract with the
Housing Authority to run the after school program at Oak Park. The housing authority is currently in
discussion with the YMCA to take over the current program. Terminating the contract will save
approximately $23,000/year, plus an additional $10,000/year, in maintenance costs if the modular
buildings are declared surplus and sold to the Housing Authority.

Marketing — Contract Reduction (proposed 25%/year) — proposal to reduce service contract with Main
Street, Wine Alliance and the Chamber of Commerce by approximately 25%, or $67,000/year. The
current contracts are: Main Street - $93,000, Chamber of Commerce - $85,000 and Wine Alliance -
$57,000.

Cancel Teen Xtreme Contract with YMCA - Currently the City contracts with the YMCA to offer an
after-school youth program at Centennial Park. Canceling the program will save approximately
$30,000/year and impact 55 middle school age children.

Close Centennial Pool — Close Centennial pool and move as many of the current swim classes as possible
to Municipal pool. Savings will be primarily in pool operational costs such as chemicals and electricity,
but will also eliminate some seasonal staff expense. Projected savings is approximately $112,000/year.

Suspend Education Reimbursement — Currently, employees may be reimbursed for college-level classes
that are generally related to their employment. Suspending the reimbursement will save approximately
$20,000/year.

Extend Suspension of Contractual Wage Adjustments — This option, requiring employee labor group
approval, would extend the currently contractually obligated wage increase one additional year. Wage
deferrals have been agreed to through June 30, 2011 (a total of 27 months deferral). Another deferral for
an additional 12 months through June 30, 2012 would save approximately $500,000.

Increase Tournament Fees — Option is to increase the cost of fees charged for tournament use of city
facilities, such as Barney Schwartz Park. Projected revenue enhancement of approximately
$40,000/year.
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Add a Class Fee — Add a per person class participation fee of $10.00 to all recreational classes. This
revenue enhancement is projected to be approximately $18,000/year.

Increase Copy Fee — Increase the cost of copies to the public from $0.10 per copy to $0.20 per copy. This
revenue enhancement is projected to be approximately $5,000/year.

Increase Meeting Room Fee - Increase the cost of city room rentals, such as library conference room or
Centennial Park rooms, to the public. This revenue enhancement is projected to be approximately
$5,000/year.

Increase Library Fines — Increasing the late fees from .25 to .50 per day for books and from 1.00 to 2.00
per day for DVDs will enhance revenue by approximately $40,000/year. The City Library is a member of
the Black Gold Library Cooperative; whether or not consensus can be achieved in increasing fines
throughout this consortium is unknown at this time.
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Water Festure Repars/Supphes

Water Costs

Monthly Shop Supply Allocasion

Equipment Replacement Costs.
Sub-Total MantCentrsd Supep

Mise Supplies
Sub-Total

Recreation Program Expense
FT Statr

Non-Field LightingElectrical
Fieid Lighting

PT St

UniformySatety Equpment
Misc Employes Supples

Conract Omicisls
Awocds
Equpment
Lights
SubTotal
Nartenance Expense
Stan
Phone - Landine
Phone . Colluiar
Dumpstos
Frald Elecrical Supplies
Imigation Supplies
Equpment Repars
TuttLandscape supples
Water Features Supplies
Fuold Morseng Supphos
First Ad Supphes
Jantonal
Septic pumping
Central Support Secvices
TOTAL EXPENSE
NET INCOMENDEFICIT)
Expense Reductions
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