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Facts   
1. In accordance with the Council’s adopted fiscal policies, the City prepares periodic financial reports of 

actual revenues and expenditures for review by the City Council.   
2. This report provides an overview of the City’s financial position based on actual transactions incurred 

for the second quarter of Fiscal Year (FY) 2017-18 ending December 31, 2017. 
3. The City Council adopted a two-year budget in June 2016 and updated the FY 2017-18 in June 2017. 
4. City staff has identified unforeseen circumstances that require consideration of additional 

appropriations. 
5. The City Council was presented with the first Quarterly Budget Report on January 16, 2018. 
 
Analysis and Conclusions 
As presented in previous quarterly financial reports, this report will concentrate on the General, Water, 
and Sewer Funds of the City. However, and due to the first quarter financial report being presented a 
month ago, this Mid-Year Report will mostly focus on the overall ending reserves, or fund balances, of 
each fund.  
 
Minor adjustments have been made when compared to the previous financial report in order to better 
represent the available reserves of the General Fund. For example, the City has established Vehicle and 
Equipment (including IT) Replacement Funds. These funds are similar to a savings account in that it 
allows money to be set aside, or saved, over a number of years and then expended towards a large 
purchase, such as a vehicle. These funds have been combined with the General Fund for financial and 
budget purposes in the past but were removed for this report because those reserves are designated for a 
specific purpose.   
 
The projections provided in the first quarterly report have not significantly changed but have been 
updated and is presented below:  
 

GENERAL FUND 
 Current 

Budget  
Projected 

End of Year  Variance 
 

% Variance 
Revenues  40,072,200  41,531,045  1,458,845  3.6% 
Expenditures  47,567,852  45,500,291  (2,067,561)  (4.3)% 
Change in F.B.  (7,495,652)  (3,969,246)     
Beginning Fund Balance  25,321,001  25,321,001     
Estimated Ending Fund 
Balance 

 
17,825,349  21,351,755  

  
 

 
Of the $7.5 million shown as the “Current Budget Change in Fund Balance”, $4.8 million is related to the 
carry-over of prior year appropriations. In other words, the $4.8 million represents a surplus in the prior 
fiscal year that is being spent in the current year.  
 



 

 
 
In the Biennial Budget Report approved by Council in June 2016, it had anticipated ending reserves at 
June 30, 2018 to be $16.1 million, 44% of appropriations (when taking into consideration the General 
Fund’s portion used to pay down the City’s unfunded pension liability). Current projections anticipate 
ending reserve balance to be $21.4 million, or 47% of appropriations. City Council’s adopted minimum 
reserve balance policy is 20% of appropriations and at June 30, 2018, the current projections anticipate 
approximately $12.3 million over the minimum reserve requirement.   
 
General Fund Revenues.  For the 2017-18 fiscal year, the City’s sales, property, and transient occupancy 
taxes will comprise 77% of the total revenues to the City’s General Fund.  Total General Fund revenues 
are projected to end the fiscal year at $41.5 million. Projections are determined by a number of 
components such as cyclical trends, revenues already received, and known revenues to be received. 
Regardless, projections are best estimates and will continually change, as more information is available.  
 

 
Actual 

FY 15-16 
Actual 

FY 16-17 
Projected 
FY 17-18 

Projected Year 
over Year 
Increase 

Sales Tax 12,538,443 14,499,567 15,355,341 6% 
Property Taxes 11,203,191 9,956,508 10,905,823 10% 
Transient Occupancy Tax 4,730,925 5,406,440 5,676,762 5% 
All Other Revenue and Transfers 12,698,310 9,357,785 9,593,119 3% 
Total 41,170,869 39,220,300 41,531,045 6% 

 
General Fund Expenditures.  GF expenditures are projected to end the fiscal year lower than 
appropriated. This is not uncommon and through vacant positions, or delay in certain projects, the City 
does not need to expend every dollar appropriated. Projections again are best estimates based on the data 
and information known. These amounts will change as the year continues.  
 

Department 
Expended 
Mid-Year 

Projected 
End of 
Year 

Current 
Budget 

Over/ 
(Under) 
Budget 

% of 
Budget 

Police Department 4,564,614 10,124,175 10,636,132 (511,957) 95% 
Community Services 3,149,378 6,450,944 6,673,396 (222,452) 97% 
Emergency Services 2,899,123 6,535,528 6,296,112 239,416 104% 
Public Works 1,162,795 3,164,261 3,217,805 (53,544) 98% 
Community Development 1,406,172 2,990,909 3,992,797 (1,001,888) 75% 
City Council & Manager 988,197 2,308,036 2,406,329 (98,293) 96% 
Administrative Services 505,733 1,230,797 1,649,553 (418,756) 75% 
Capital Projects 1,555,748 15,770,350 15,770,350 -0- 100% 
Non-departmental/IDC (1,840,759) (3,074,709) (3,074,622) (87) 99% 
Total 14,391,001 45,500,291 47,567,852 (2,067,561) 96% 

 
Key variances include: 

• Police Department: Although the Police Departments is projecting to be under budget by a half 
of a million dollars, it represents approximately 5% of the total department’s budget. In other 
words, the Police and expenditures are reasonable. Contractual services are under budget by 
approximately $100,000 and fleet maintenance by approximately $80,000. Personnel related costs 
are approximately $365,000 under budget and represents again about 5% of the total.     

• Community Development: Salary and Benefits are projecting to be lower than budget by 
approximately $200,000 mainly due to one open position in the Building Division. There was 
discussion with City Council on December 19, 2017 on reorganizing the division staffing levels 



 

but as of now there will be savings in this area. Contractual Services, specifically, those related to 
the zoning code update and attorney fees, will be another budget line item that will have budget 
savings.  

• Administrative Services: Salary and Benefits savings will be recognized in the year because of an 
unfilled Human Resources Manager. Recruitment for this position has begun and is expected to 
be filled towards the end of the fiscal year.   

• Emergency Services: As discussed later in the report, the Emergency Services Department has 
incurred an unprecedented number of out-of-county work assignments due to the number of 
fires occurring throughout the State. As such, over-time has exceeded its original appropriations 
by $300,000. The overtime incurred from these assignments is reimbursable by the State and will 
have no change to the ending reserve balance of the fund.  

• Capital Projects: Capital projects have been reviewed and all projects are within budget. The 
projected end of year amounts reported above are shown at 100% of budget because if the 
project is not completed at the end of the fiscal year, it will be carried into the next fiscal year. 
There will be some balances returned to reserves at the end of the project, but those amounts are 
not known at this time.  

 
Water and Water Connection Funds 
In previous financial reports, it reported only the status of the Water Fund and did not take into 
consideration the Water Connection Fund. The Water Connection Fund accounts for the fees a developer 
is charged to connect to the water system. In theory, by connecting to the water system, it places 
additional demand on the system and this demand should be paid by the development and not by current 
users. As such, these connection fees are restricted and can be used only to expand the water system; they 
cannot be used to supplement current operations.  
 
With that being said, all financial status reporting, including the Biennial Budget, the City’s CAFR and 
Rate Study Report as well as debt and bond continuing disclosure requirements analyze these funds in 
totality. It makes sense, for comparison purposes, that the quarterly financial reports include both funds.  
 
The Water Fund, including the Water Connections Fund, is projecting to end the fiscal year 70% of 
appropriations. There are many reasons for this variance. Personnel costs are under budget due to vacant 
positions or positions not being filled for the entire fiscal year. Maintenance and operations are projecting 
to expend 97% of appropriations. Lastly, the 21st Street Reservoir has been delayed and will not be 
completed by the end of the fiscal year. Although typically all capital projects will project 100% expended 
by the end of the fiscal year (if it is intended that the project will be carried into the new fiscal year if not 
completed), this one has not been included. It is intended that this project would be funded through an 
issuance of debt, so any expenditure incurred would have a corresponding proceed of debt revenue line 
item. 
 
Current water revenues, those revenues derived by rates payers, are projected to come in approximately 
$300,000 more than anticipated. This is mainly due to the lack of rain in the year and as a result, 
consumption has increased. On the contrary, water connection fees are not meeting originally anticipated 
amounts. This is for two reasons:  (1) construction of residential units has continued to lag behind 
demand; and (2) on September 7, 2017, City Council approved Resolution No. 17-113 which lowered the 
connection fees for both Water and Wastewater funds. The budget forecast and biennial budget reports 
will reflect this change in future years, but has not been updated in current year amounts.  
 
Overall, the fund balance for the Water and Water Connection Fund at June 30, 2018 is estimated to be 
$1.6 million. In the Water Rate and Revenue Analysis Report (Rate Study), the report used to base current 
rates on, conducted in October 2015, and had an estimated fund balance of $5.1 million. Again, this 
variance is due to lower water connection fees as discussed earlier. Over the past three years, the Rate 



 

Study had anticipated $11.5 in water connection revenues but we have only received $4.3 million, due 
primarily to the continued drought in housing production. This action is intentional and all forecast 
models will take into consideration this lower revenue source moving forward.  

 

  
Current 
Budget 

 
Projected 

End of Year 

 

Percent  
Current Revenues  12,716,027  12,998,337  102% 
Connection Fees  5,404,000  818,370  15% 
Total Revenues  18,120,027  13,816,707  76% 
       
Expenditures       
   Salary & Benefits  2,677,113  2,378,128  89% 
   Maintenance & Operations  10,287,060  10,020,973  97% 
   Capital Expenditures  14,528,465  6,726,365  45% 
Total Expenditures  27,492,638  19,125,466  70% 
       

Sewer and Sewer Connection Funds  
Similar to the Water Fund, the amounts reported below include both the Sewer Fund and the Sewer 
Connections Fund. In total, the funds are projecting to end the fiscal year at 92% of appropriations (97% 
if depreciation expense is excluded). As discussed in the 1st Quarter Financial Report, the City has 
budgeted for depreciation expense even though depreciation expense is not an actual expense but rather 
an accounting entry made to allocate the expense over the life of the asset. The budgeted depreciation 
expense amount did not take into consideration of the new wastewater treatment plant and as a result, the 
fund was showing expenditures exceeding appropriations, even though it was not. As a solution, 
depreciation expense has been removed from the projected end of year column. In future adopted 
budgets, depreciation expense will not be included for the reason mentioned above and will only include 
the capital project budget as it currently does now.  
 
Current revenues are projecting to be just under 100% of what was originally estimated. Connection fees, 
as mentioned earlier, have suffered due to the two reasons mentioned earlier and are anticipated to only be 
27% of the original budget. Again, connection fees for both Water and Sewer Funds will be adjusted in 
the upcoming Biennial Budget Report to better reflect the anticipated revenues to be received. The fund 
balance of the Sewer and Sewer Connection Funds at June 30, 2018 is estimated to be $6.0 million. 
 

 
 Current 

Budget 
 Projected 

End of Year 
 

Percent  
Current Revenues  9,403,600  9,395,066  100% 
Connection Fees  1,975,000  541,662  27% 
Capital Grant Revenue  9,765,000  9,765,000  100% 
Proceeds from Debt  18,164,727  18,164,727  100% 
Total Revenues  39,308,327  37,866,455  96% 
       
Expenditures       
   Salary & Benefits  3,180,396  2,889,201  91% 
   Maintenance & Operations  3,663,391  3,106,686  85% 
   Debt Service  3,192,283  3,192,283  100% 
   Capital Expenditures  35,936,614  35,463,052  99% 
   Depreciation Expense  2,679,482  -0-  0% 
Total Expenditures  48,652,166  44,651,222  92% 

 
 
 



 

Additional Reclassification and Appropriations 
With the fiscal year half way completed, departments have had the opportunity to re-evaluate their current 
operations and identify any unforeseen needs that have become known. The appropriations requested for 
Council’s considerations totally $602,500, with a revenue offset of $398,000, for a net of $204,500. The 
net can be absorbed with current appropriations by transferring monies from one account to another. 
 
Police Department: 
In September 2006, the Police Department purchased 57 Glock, .40 caliber, semi-automatic handguns for 
sworn staff.  All Glock handguns have a life expectancy of five years.  All of the night sights no longer 
glow or are severely degraded, making it difficult to see the sights on the handguns in low light.  In 
addition, our current inventory of Glock handguns has had multiple repairs over the years for a variety of 
their internal parts, due to normal wear and tear. The cost for this purchase is approximately $37,000.  
 
In 2005, the Police Department purchased the first of many Taser X26 devices for our sworn staff.  The 
Department currently has 32 Tasers.  This equipment provides officers with a less-lethal option that can 
be deployed in order to subdue violently resistive subjects while minimizing the injury potential for 
officers and the involved subject. This conductive energy device has proven to be highly effective in 
stopping even the most focused and aggressive suspect. The Police Department’s current X26 Taser 
inventory is well beyond its expected lifespan and the Department has experienced numerous 
malfunctions with its inventory.  Due to the age of the equipment, it is no longer serviced by Taser 
International, thereby rendering any units requiring maintenance or software updates unusable. The Taser 
X26 has been discontinued and replaced by the more technologically advanced model X26P. The cost for 
this purchase is approximately $45,000. 
 
In both instances, beginning in the next budget cycle, the City will include these items on the equipment 
replacement schedule and set aside funds each year towards these types of purchases. 
 
Emergency Services 
As discussed earlier and due to the number of fires that the State has incurred in the fire season, our fire 
emergency response staff have been sent on a number of the out-of-County assignments. Whenever our 
staff participates in these events, overtime is incurred and reimbursed through the State of California’s 
Office of Emergency Services (OES). As such, the current appropriated budget for overtime is not 
sufficient to cover the needs remaining for the fiscal year. An increase of $300,000 is requested and will be 
offset by an additional $300,000 reimbursement from OES. 
 
There are a number of staff recruitments occurring at Emergency Services including a Fire Chief and three 
Battalion Chiefs. Recruitment costs were not considered during the approval of the department 
reorganization. A one-time request of $7,500 is necessary for the pre-employment physicals and 
background checks of the newly acquired personnel. 
 
Late 2017, Emergency Services was awarded a grant for a new Cardiac Monitoring System. The total cost 
for this piece of equipment was $105,000, with $98,000 being covered by the grant. An increase of 
$105,000 is being requested and will be offset by the $98,000 grant revenue.  
 
A new State requirement requires the Emergency Services Department to have a report writing system 
that will transmit data between first responder agencies. As such, the City has collaborated with the 
County of San Luis Obispo to meet this requirement. The City’s portion will be $15,000. 
 
Community Services 
During the Fiscal Year 2016-17 budget process, the highest priority change adopted by the Council was to 
better utilize existing City assets.  The Council directed staff to continue to examine use of private sector 
contracts and other measures to free up staff time and other resources to upgrade overall maintenance 



 

efforts and outcomes.  On December 20, 2016, City Council approved a yearly agreement with Paso 
Robles Waste & Recycle for daily City litter container service.  Duration of the initial agreement would be 
two years with the option to renew the agreement by mutual consent for a total of four years.  An error in 
the Fiscal Impact section of that action only provided funding for one year of service.  An additional 
allocation will allow service to continue with Paso Robles Waste & Recycle at a level much higher than 
City staff is equipped to provide. The contract for this service will cost approximately $71,000 per year.  
 
For the past 8 to 10 years, tree-trimming services have been treated on a reactive basis. Community 
Services engaged West Coast Arborists to provide a web-based/GPS mapped tree inventory to assess the 
condition of all City-owned trees.  Approximately 5,000 of an estimated 15,000 City trees have been 
inventoried to-date.  This inventory identified a significant number of trees that pose significant risk and 
require immediate attention.  An additional $10,000 is requested to accelerate the needed removal/ 
remediation process, as determined by the inventory condition reports. 
 
Beginning in the Fiscal Year 2016-17, $140,000 was allocated for janitorial services at City facilities and 
park restrooms.  When the services were bid, it was necessary to delete some facilities from the overall 
scope to meet budget constraints.  City staff continues to cover the janitorial work at those buildings 
limiting their ability to address preventative and deferred maintenance items.  Additionally, the Larry-
Moore Park rehabilitation project is in progress with restroom reopening scheduled for May of this year.  
Finally, the Library Study Center was inadvertently left out of the original janitorial bid.  With those 
parameters in mind, the following request is being made: (1) $8,000 per year for janitorial services at the 
Larry Moore park restroom; (2) $9,400 per year for janitorial services at the Senior and Veterans Centers; 
(3) $5,000 per year for janitorial services at the City Hall Annex; and (4) $3,200 per year for janitorial 
services at the Library Study Center. 
 
The Library is requesting additional funding of $12,000 for integration of RFID equipment. The RFID 
technology will significantly enhance library user experience, streamline staff processes, and provide a 
theft deterrent solution.  The Library Foundation, and a community member, have pledged over $29,000 
to purchase RFID equipment that will require inclusion in the City’s replacement schedule and ongoing 
maintenance.  During the Library Strategic Planning process in April 2017, members of the community 
identified the integration of RFID technology as the second most important strategic priority.   Through 
participation in the Black Gold Cooperative Library System, all local holdings have been RFID tagged 
making the integration of RFID self-checkout and security equipment seamless and efficient. 
 
Fiscal Impact 
Additional expenditures total $602,500 with additional revenues totaling $398,000, for a net increase of 
$204,500.   Of the net increase, approximately half is one-time; the remaining amount will also be included 
in future budgets.  (Future replacements of the guns, Tasers, and other equipment, will be provided out of 
the Equipment Replacement Fund.)  No additional appropriations are needed, as funding is available from 
projected savings in other budgeted line items.   
 
Recommendation 
1. Receive and file the report, providing any direction or requests for future reports, to ensure they meet 
Council needs; and 
2. Authorize the City Manager to make the necessary internal adjustments to revenues, expenditures, and 
fund transfers in the budget to reflect the changing projections and needs since the budget was adopted in 
June 2016. 


