
TO: City Council 
 
FROM: James L. App, City Manager 
 Jim Throop, Administrative Services Director 
 
SUBJECT: 2013 - 2017 Financial Forecast Update 
 
DATE: February 19, 2013 
 
NEEDS: For the City Council to receive and file a financial forecast update for the five fiscal 

years 2013 - 2017. 
   
Facts: 1. The Great Recession significantly decreased city revenue. 
 
 2. National, state and local economic forecasts indicate slow recovery. 
 
 3. The General Fund:  
 

Provides for police, fire, library, recreation, and other non-utility public 
services. 

 
Cost reduction initiatives to offset revenue losses began four years ago. 

 
The annual budget was reduced 29% by cutting staff 33%, freezing wages, 
reducing employee benefits, implementing 2nd tier retirement plans, and 
deferring maintenance of City facilities 

 
The early and aggressive action to address recession losses, coupled with 
(marginal) recovery, result in a maintenance of a healthy reserve (i.e., $10.9 
Million), balanced budget this fiscal year, and small annual operating  
surpluses through F.Y. 2017. 

 
4. The Enterprise funds are run like a private business – i.e., no tax support - all 

costs are recovered from users. 
 

5. There are four Enterprise funds: Water, Sewer, Transit and Airport. 
 

The Water Fund:  
 

Water rates were recently adopted and are being phased in over 5 years. 
 
Operating deficits are forecast until FY2015. 
 
Reserves are currently $20.9 Million, and will be used to cover debt 
payments, Phase I water treatment plant construction, operational 
shortfalls, and if/when possible, repairs & replacements, until the water 
rates are sufficient to cover all operating costs. 

 



Future water rate adjustments may be needed to cover operating and 
Phase II water treatment plant costs. 

 
The Sewer Fund:  

 
New User rates and connection fees have been approved and became 
effective July 1, 2012. 
 
Operates with a small annual surplus. 
 
Full rehabilitation of the 50+ year old sewer plant is required.  
Rehabilitation will cost approximately $47,000,000.  It will be financed 
with a low interest State loan (1.7%). Construction begins in FY2013 and 
will take approximately 30 months to complete. 

 
The Transit Fund:  

 
Approximately 80% of the funding is provided by State and Federal 
Governments. 

 
State and Federal funding has been reduced.  Service and fare 
adjustments have been implemented to offset operating deficits. 

 
The bus fleet has exhausted its useful life expectancy.  Three new buses 
were purchased with grant funds, now awaiting their arrival. 

 
Ongoing discussions for consolidation of the transit system, in FY2014, 
with the Regional Transit operator.  This would improve customer 
service and eliminate ongoing City administration costs and impacts. 

 
The Airport Fund:   

 
Operates primarily off lease revenue, unsecured property taxes, as well as 
some fuel flowage and aircraft tie-down fees. 

 
Excluding the non-cash expense of depreciation, forecasts a small 
surplus. 

 
Has a cash reserve of approximately $1.8 million. 

 
ANALYSIS & 
CONCLUSION: GGENERAL FUND 
 

The City has significantly reduced General Fund (GF) spending by eliminating over 
33% of GF jobs, cutting temporary and contract help, trimming contractual services, 
suspending wage increases, reducing benefits and eliminating some recurring 
maintenance services.  

 



 This forecast is favorable in that it is projecting small, but positive financial results for 
the next five years.  However, there are risks to the forecast including State 
authorization to use Redevelopment Agency bond proceeds to fund disabled access 
improvements, FEMA reimbursements, future State appropriation of local revenues, 
new program or regulatory (spending) mandates, protracted recovery, and 
unsustainability of current service demand/staffing ratios. 

 
 WWATER FUND 

 
New water rates have been be implemented, beginning in January 2012.  The rate will 
be phased in over 5 years.  Regardless, reserves are forecast to decline to 
approximately $5.3 million by FY2015. 
 
The first phase of a new water treatment plant will be constructed in 2013/14.  Future 
phases, and increasing operating costs, may require additional water rate adjustments. 
 
SEWER FUND 
 
The current wastewater treatment plant was built in 1954 and does not meet current 
water quality standards set by the State and Federal government.  A comprehensive 
rehabilitation is required.  New rates have been approved to fund plant rehabilitation 
and operation. 
 
The City received a low-interest loan from the State (1.7%) to build the new 
treatment plant.  With the new rates, rehabilitation of the Plant will begin in FY2013 
and take approximately 30 months to complete.  With the low interest rate, the 
current rate structure appears sufficient to cover all operational and debt costs. 
 
TRANSIT FUND 
 
The Transit fund receives 80% of its funding from State and Federal governments.  
Transit fare revenue is supposed to make up the remaining 20% of revenue 
requirements.  Unfortunately, the costs to operate the system have been increasing 
yearly.  Maintenance costs continue to climb due to the age of the bus fleet.  Most of 
the buses (11 in the fleet) have exhausted useful life-expectancy.  Also, the cost of 
fuel, especially diesel, has remained high for the last year or more.  This additional 
cost has put a burden on the finances of the system. 
 
Due to the financial condition of the Transit Fund service changes were implemented.  
Dial-A-Ride days and hours have been reduced, fares increased, routes changed and 
an unfavorable MOU was canceled.  These changes have allowed the system to 
rebound from a farebox recovery ratio (FRR) of approximately 13% to just over 20%, 
as required by the State. 
 
Plans and discussions are underway for a consolidated regional transit system.  This 
consolidation, into a regional system, could improve customer service and reduce City 
costs.  Consolidation is being actively pursued and may be implemented as early as 
2014. 
 



AAIRPORT FUND 
 
The Airport Fund receives the majority of its operational funding from leases 
(buildings, hangars), property tax on aircraft, fuel flowage and aircraft tie-down fees.  
It also receives grant funding through the State and Federal government for airport 
improvements. 
 
A new Fixed Base Operator, which is now operating at the airport, should help 
improve overall performance at the Airport. 
 
The Fund is balanced and stable. 
 

 POLICY 
 REFERENCE: Council goals – “Live within our means”; Fiscal Policy – maintain 15% reserve. 
  
FISCAL 
IMPACT: GGENERAL FUND 
 

With the recession over and recovery on the way, this latest forecast projects small, 
but favorable financial results for each of the next four fiscal years, ending June 30, 
2017.  
 
Not included in the forecast is the potential for a payoff or paydown in accrued 
vacation.  Current vacation policy allows for unlimited accrual of hours.  This policy 
is being reviewed and likely changes include limits on accumulation and increases to 
amount of vacation that can be cashed out annually.  The cash-out provisions could 
result in an operating impact of approximately $200,000 per year. 
 
Also not included in the forecast are building/facility repair costs – which average 
$400,000 per year. 
 
There are additional risks to the General Fund including FEMA (up to $1 Million) and 
Redevelopment (up to $3 Million).  In both cases, the City’s General Funds are 
dependent upon the rulings of superior agencies. 
 
Bottom line, projected operating surpluses, and a portion of reserves, may be 
negatively impacted by these risks. 

 
 WWATER FUND 

 
New water rates will be implemented in phases over 5 years beginning January 2012.  
However, reserves will be drawn down to cover debt and operating obligations.  
Consequently, major repairs and construction of a required water treatment plant will 
be deferred until approximately 2014.   
 
SEWER FUND 
 
New rates have been approved and started in July 2012.  The new rates are needed to 
fund ongoing operating deficits and rehabilitation of the treatment plant.  Low-



interest funding (1.7% rate) has been received and the contract has been let such that 
construction will start in the Spring of 2013 and should be completed in 
approximately 30 months. 
 
TTRANSIT FUND 
 
Excluding depreciation costs, which are a non-cash cost, the Fund is forecast to 
restore balance starting FY2012.  Consolidation with RTA may occur in 2014 
improving customer service and reducing costs. 
 
AIRPORT FUND 
 
The Airport Fund has operated with a surplus each year for the past several years 
(excluding depreciation).  Operational costs are covered by current revenues. 
 
The Airport Fund has accumulated approximately $1.8 million in reserves.  The Fund 
is balanced and appears stable. 
 

  
 

OPTIONS: a. Receive and file February 2013 financial forecast report; or 
 

b. Amend, modify, or reject the above option 
 
 
 
 
 
Attachment: Winter 2012 Financial Forecast 



CI
TY

O
F

PA
SO

RO
BL

ESFi
na

nc
ia

lF
or

ec
as

t
20

12
–

20
17

W
in

te
r



2

W
he

re
ar

e
w

e
no

w
?

Co
un

ty
’s

ec
on

om
y

is
se

ei
ng

so
lid

im
pr

ov
em

en
ts

in
la

bo
rm

ar
ke

t.

Co
un

ty
’s

un
em

pl
oy

m
en

tr
at

e
ha

sd
ro

pp
ed

to
7.

5
pe

rc
en

ti
n

Se
pt

.2
01

2.

Fo
re

ca
st

ss
ho

w
Co

un
ty

re
ac

hi
ng

its
pr

e
re

ce
ss

io
n

em
pl

oy
m

en
tp

ea
k

by
20

15
.

Ho
us

in
g

m
ar

ke
ti

sn
o

lo
ng

er
in

de
cl

in
e;

in
du

st
ria

l/
co

m
m

er
ci

al
is

gr
ow

in
g.

To
ur

is
m

re
m

ai
ns

a
dr

iv
in

g
fo

rc
e

in
th

e
Ci

ty
an

d
Co

un
ty

.

Re
ta

il
sa

le
sa

re
im

pr
ov

in
g.



W
H

A
T

D
O

TH
E

N
EX

T
FI

V
E

YE
A

RS
LO

O
K

LI
KE

?

3



4

Ge
ne

ra
lF

un
d

Fi
na

nc
ia

lP
la

n/
Fo

re
ca

st
20

12
20

16
–

Sp
rin

g

FY
11

/1
2

FY
12

/1
3

FY
13

/1
4

FY
14

/1
5

FY
15

/1
6

FY
16

/1
7

5
Yr

To
ta

l

Re
ve

nu
e

$
24

,6
61

,0
00

$
25

,1
71

,0
00

$
25

,8
67

,0
00

$
26

,6
64

,0
00

$
27

,5
72

,0
00

$
28

,2
10

,0
00

$1
33

,4
84

,0
00

Ex
pe

ns
e

$
23

,1
40

,0
00

$
24

,6
01

,0
00

$
25

,4
88

,0
00

$
26

,3
09

,0
00

$
27

,0
68

,0
00

$
27

,8
80

,0
00

$1
31

,3
46

,0
00

Pr
oj

ec
te

d
Su

rp
lu

s
$

1,
52

1,
00

0
$

57
0,

00
0

$
37

9,
00

0
$

35
5,

00
0

$
50

4,
00

0
$

33
0,

00
0

$
2,

13
8,

00
0

*N
ot

e:
 S

up
pl

em
en

ta
l S

al
es

 T
ax

 w
ill

 b
e 

tr
ac

ke
d 

se
pa

ra
te

ly
,

bu
t i

s 
cu

rr
en

tly
 e

st
im

at
ed

 to
 b

e 
ap

pr
ox

im
at

el
y 

$3
.5

M
/y

ea
r



5



Ge
ne

ra
lF

un
d

Av
ai

la
bl

e
Fu

nd
s

6

GF
Li

qu
id

ity
FY

11
/1

2
Ge

n.
Fu

nd
Re

se
rv

e
&

Co
nt

in
ge

nc
y

$2
03

,0
00

CC
CS

IF
O

ve
r

de
po

sit
$6

18
,0

00

Ve
h/

Eq
ui

p.
Re

pl
ac

em
en

t
Fu

nd
An

nu
al

Pa
ym

en
t

$8
86

,0
00

Pu
bl

ic
Fa

ci
lit

ie
s

De
ve

lo
pm

en
tF

un
d

$1
,5

70
,0

00

Ci
ty

Ha
ll

De
ve

lo
pm

en
t

Fu
nd

$2
,3

29
,0

00

Ge
ne

ra
lF

un
d

Ba
la

nc
e

$5
,3

75
,0

00

To
ta

lA
va

ila
bl

e
$1

0,
98

1,
00

0



7



8



9



10



11

Q
U

ES
TI

O
N

S



Re
co

ve
ry

Se
rv

ic
e

Ad
di

tio
ns

12

Se
rv

ic
e

Ad
di

tio
n

FY
12

/1
3

FY
13

/1
4

FY
14

/1
5

FY
15

/1
6

FY
16

/1
7

To
ta

l
Ad

di
tio

n
Em

er
ge

nc
y

Se
rv

ic
es

Tr
ai

ni
ng

$3
5,

00
0

$3
5,

00
0

$3
5,

00
0

$3
5,

00
0

$3
5,

00
0

$1
75

,0
00

N
ar

co
tic

sT
as

k
Fo

rc
e

O
ffi

ce
r

$1
25

,0
00

$1
25

,0
00

$1
25

,0
00

$1
25

,0
00

$1
25

,0
00

$6
25

,0
00

HR
/R

isk
Sp

ec
ia

lis
t*

*
$7

0,
00

0
$7

0,
00

0
$7

0,
00

0
$7

0,
00

0
$7

0,
00

0
$3

50
,0

00

P/
T

Li
br

ar
y

St
af

fin
g

$6
0,

00
0

$6
0,

00
0

$6
0,

00
0

$6
0,

00
0

$6
0,

00
0

$3
00

,0
00

St
re

et
M

ai
nt

en
an

ce
$1

90
,0

00
$1

90
,0

00
$1

90
,0

00
$1

90
,0

00
$1

90
,0

00
$9

50
,0

00

Fi
na

nc
e

Sy
st

em
$3

70
,0

00
$1

80
,0

00
$1

00
,0

00
$1

00
,0

00
$1

00
,0

00
$8

50
,0

00

To
ta

lA
dd

iti
on

s
$8

50
,0

00
$6

60
,0

00
$5

80
,0

00
$5

80
,0

00
$5

80
,0

00
$3

,2
50

,0
00

**
P

or
tio

n 
of

 to
ta

l e
m

pl
oy

m
en

t c
os

t (
$3

0K
) i

s 
al

lo
ca

te
d 

ag
ai

ns
t t

he
 E

nt
er

pr
is

e 
fu

nd
s,

su
ch

 th
at

 th
e 

ne
t t

o 
G

en
er

al
 fu

nd
 is

 $
70

K
.



13

Re
ce

ss
io

n
Ad

ju
st

m
en

ts
–

St
af

fin
g*

Va
ria

nc
e

Ge
ne

ra
lF

un
d

De
pa

rt
m

en
t

Bu
dg

et
Cu

rr
en

t
Am

ou
nt

Pe
rc

en
t

Ci
ty

M
an

ag
er

's
O

ffi
ce

15
.0

11
.0

(4
.0

0)
26

.6
7%

Ad
m

in
is

tr
at

iv
e

Se
rv

ic
es

6.
0

5.
0

(1
.0

0)
16

.6
7%

Co
m

m
un

ity
De

ve
lo

pm
en

t
9.

0
5.

0
(4

.0
0)

44
.4

4%

Em
er

ge
nc

y
Se

rv
ic

es
31

.5
25

.0
(6

.5
0)

20
.6

3%

Li
br

ar
y

&
Re

cr
ea

tio
n

Se
rv

ic
es

17
.0

9.
2

(7
.8

0)
45

.8
8%

Po
lic

e
59

.0
42

.0
(1

7.
00

)
28

.8
1%

Pu
bl

ic
W

or
ks

45
.0

23
.4

(2
1.

60
)

48
.0

0%

Su
bt

ot
al

Ge
ne

ra
lF

un
d

18
2.

5
12

1.
6

(6
0.

90
)

33
.3

7%

En
te

rp
ris

e
St

af
fin

g
49

.0
33

.0
(1

6.
00

)
32

.6
5%

To
ta

lS
ta

ffi
ng

23
1.

5
15

3.
6

(7
7.

90
)

33
.6

5%

*A
s 

of
 1

/1
3/

20
13

.  
As

su
m

es
 n

o 
re

tir
em

en
ts

 o
r a

dd
iti

on
s.



14



Ci
ty

w
id

e
Fu

nd
Ba

la
nc

e
Su

m
m

ar
y

15



Ci
ty

w
id

e
Fu

nd
Ba

la
nc

e
Su

m
m

ar
y

16



Ci
ty

w
id

e
Fu

nd
Ba

la
nc

e
Su

m
m

ar
y

17


