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REPORT TO MAYOR AND CITY COUNCIL | [ACENPAITEM
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TO: THE HONORABLE MAYOR

AND CITY COUNCIL DATE: June 16, 2009

SUBJECT: Fiscal Year 2009/2010 Preliminary Operating Budget and City Budget
and Fiscal Policy

Report in Brief

On March 31 and May 26, staff presented a preliminary operating budget that proposed significant
expenditure reductions to the General Fund and related modification and/or elimination of programs
and services in order to balance the FY 2009-10 (FY 10) budget and FY 2009-10 through FY 2018-
19 10-year Financial Plan. In response to comments and statements provided by citizens, employees
and the Council, staff was directed to return with responses and present the FY 10 Preliminary
Budget for adoption at the June 16 Council meeting.

The specific areas that staff was asked to address included: (1) the level of resources allocated to
public safety; (2) the level of resources allocated to programming and operation of the Senior Center
program; (3) the level of resources that may be available for supporting the ballet folkolorico and
boxing club programs; (4) the level of resources available to program and operate Hiddelson Pool,
and (5) ways to mitigate the impact on customer service in the Community Development
Department. Responses to these issues are included in the staff report.

In addition to responding to these issues, staff will be providing the City Council with two options
associated with adoption of the FY 10 budget. The first option assumes that the City’s bargaining
units will agree to compensation reductions that will be necessary to close the remaining
approximate $1.3 million gap. The second option assumes that compensation reductions are not
achieved and a contingency plan to reduce staffing through layoffs and the involuntary discharge of
employees will need to be implemented. If the City Council approves implementation of the
contingency plan, employees within specific positions will be notified as described herein.

The final action associated with the FY 10 budget is approval of a Budget and Fiscal Policy first
presented to the City Council on May 5. Comments from Council members have been incorporated
into the Policy and it is now presented for approval in association with adoption of the FY 10
budget.
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Staff recommends that the City Council (1) adopt the Preliminary Fiscal Year 2009/2010 Operating
Budget and authorize related actions, including the implementation of the Contingency Plan and
issuing of layoff notices to up to 15 employees to reduce the remaining gap of $1.3 million as
described herein; and (2) approve the Budget and Fiscal Policy.

Background

On March 31, 2009 staff presented reduction options for the FY 2009-10 General Fund budget for
consideration and discussion by the City Council. These options were summarized into three tiers
totaling nearly $7 million. Each tier included potential employee related reductions including
compensation reductions, as well as the elimination of specific programs and services. The first tier,
totaling approximately $5.4 million, would have required further use of the General Fund reserves
totaling $838,000. The second tier provided additional options totaling nearly $850,000 and the
cumulative impact would have essentially balanced the $6.3 million structural deficit that was
estimated at that point. The third tier totaled $720,000 in additional options and the cumulative
impact would have reduced expenditures by nearly $7 million and added $700,000 to the reserves.
Approximately 20 employees faced the potential for layoffs and major service level reductions to
programs such as the Public Library were included as options.

In response to the comments from citizens, employees and Council members, staff was directed to
develop alternatives that would minimize the impact on employees and provide alternative options
for reducing programs and services. Following the March 31 meeting, staff implemented several
actions to prepare for a Council budget workshop on May 26. These actions are briefly summarized
below:

e Implemented a “Golden Handshake” retirement incentive program that enrolled twelve (12)
employees to generate General Fund savings for FY 10 of $752,271;

e Developed a draft Budget and Fiscal Policy that established certain budget management
standards, such as maintaining contingency reserve levels for all funds which will facilitate
Woodland’s financial stability;

e Recognized the threat from the State of California to “borrow” up to 8% of the City’s FY
2008-09 property tax which staff estimates at $1.325 million in order to solve a projected $24
billion shortfall created by the inability of the legislature and the Governor to balance the
state’s budget;

e Revised the City’s original FY 10 property tax estimate from $10,102,500 to $9,562,500, a
decrease of $540,000 in response to reassessments by the County Assessor due to declining
land values;
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Further refined the General Fund by identifying additional reductions in order to generate
approximately $6.8 million in expenditure reductions based on the revised property tax
estimate;

Commenced negotiations with the City’s bargaining units in order to seek approximately
$1.3 million in compensation reductions that will close the remaining gap between FY 10
revenues and expenditures.

On May 26, 2009, staff presented proposed reductions that reflected the changes described herein.
The major changes in the May 26 report compared to the March 31 report included the following

items:

If compensation reductions of approximately $1.3 million are agreed to by the City’s
bargaining units, the strategies described herein will balance the General Fund for FY 10
without the involuntary discharge of a single City employee;

Significant reductions are projected in the Parks & Recreation Department as six of the
twelve employees who enrolled in the Golden Handshake are currently assigned there, with
impacts to park maintenance standards, Senior Center programming and other areas;

Conversely, the Library did not have any employees enroll in the Golden Handshake and as a
result an alternative service proposal to the $450,000 reduction discussed on March 31 was
developed that saves $209,100 and maintains library hours at 36-40 hours per week;

Refinement to the General Fund allowed staff to recommend adding back Strategic
Operations (SWAT, K-9, Crisis Negotiations) and Graffiti Abatement to the Police
Department;

The March 31 report anticipated the retirement of three Fire Engineers and only one has filed
for retirement. As a result, the May 26 report included funds for two additional firefighters
that were funded from a reduction of Fire Department overtime;

A contingency plan was presented that included approximately $1.3 million in reduction and
the involuntary discharge through layoff of up to 13 employees.

Similar to the March 31 workshop, the City Council received several comments from citizens and
employees who expressed their concerns regarding the proposed reductions. In response to the
comments, the Council directed staff to return on June 16 with responses to the following issues to
be reviewed in the course of considering adoption of the Preliminary FY 10 budget:

Review the level of resources allocated to public safety with specific focus on the level of
overtime allocated to the Fire Department;
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e Review the level of resources allocated to programming and operation of the Senior Center
program, with specific focus on the need to include adequate resources to manage the
programs and volunteers at the Center in the wake of the Senior Center Manager’s
retirement;

e Review the level of resources that may be available for supporting the ballet folkolorico and
boxing club programs that would be eliminated with the reduction of the Yolano recreation
program;

e Review the level of resources available to program and operate Hiddelson Pool and if
possible reinstate the program for the 2009 summer season;

e Review ways to mitigate the impact on customer service in the Community Development
Department;

e Review the annual cost to operate the reserved use of the Leake Room at the Library.

Staff has developed responses to the issues listed herein that are summarized in the following
section.

Discussion

In consideration of staff’s response to the issues identified during the May 26 meeting, it is
important for the City Council to note that some of the issues cannot be resolved and is it impossible
to anticipate all of the contingencies inherent in evaluating the full impact of the significant
reductions that need to be implemented. These reductions are equal to 25% - 30% of the General
Fund allocation for some departments in order to maintain acceptable public safety service levels as
directed by the City Council. However, staff has reviewed the issues as directed, readjusted
assumptions where appropriate and some progress has been made to address most of the concerns
expressed by community members, employees and Council members on May 26.

This section will also provide more information regarding the contingency plan. Specific positions
within each department that may be affected by the contingency plan will be identified and the layoff
process will be outlined.

Allocation for Public Safety

Staff believes that the budget proposed on May 26 provided adequate funding for public safety given
the fiscal challenges with one major exception: the level of overtime proposed for the Fire
Department was insufficient. The proposed allocation was generated by the need to maintain a
balanced budget while funding the two additional firefighters that were not anticipated on March 31.
It was simply unworkable without implementing service reductions such as periodically not staffing
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a fire engine company. Staff does not believe such actions are acceptable to the community and the
City Council.

Therefore, staff reviewed assumptions associated with the FY 10 budget and focused on the savings
projected for retirements that will occur with the second offering of the Golden Handshake. The May
26 projection conservatively assumed 3-4 employees and $100,000 in savings. Given the acceptance
of the program and interest in a second offering, staff projects at least ten employees with additional
savings of $250,000. In order to increase the Fire Department overtime to an acceptable level, staff
proposes to allocate the additional savings to the overtime budget which would increase the amount
from $115,000 to $365,000. This level is acceptable to the Fire Chief and is consistent with previous
annual allocations.

It is important to note that the level of FY 10 funding proposed for the Fire Department will stretch
response capacity if simultaneous incidents occur. For example, emergency response to a structure
fire and medical aid occurring at the same time would likely require mutual aid from either Davis or
one of the volunteer fire departments based in the rural area. An event that requires a sustained
commitment of resources for several hours, such as a hazardous materials spill, will require some off
duty firefighters to be called in on overtime. Staffing fire engine companies with three persons
instead of four will necessitate all four engine companies responding to events such as a structure
fire in order to insure that safe response practices are followed. Last year, the Fire Department
responded to 4,759 incidents, including 280 fires and 3,084 medical aids.

The May 26 report included the proposed funding of Strategic Operations and Graffiti Abatement
which had been proposed for elimination on March 31. These programs would remain funded if
compensation reductions are agreed upon with the City’s bargaining units. With these additions,
staff believes the level of public safety funding is acceptable and affordable for the General Fund.

Senior Center Operation

The retirement of the Senior Center Manager will have a significant impact on the programs and
services provided at the Senior Center. As stated in the May 26 report and expressed by senior
participants and advocates at the Council meeting, the retirement of the incumbent, Susannah
Reinhart, means that the last full time, professional position assigned to the Senior Center will be
eliminated unless the remaining elements of the Parks & Recreation Department are restructured.

Restructuring the remaining elements of the Parks & Recreation Department will be the focus of the
remaining staff. However, the transition to a new organizational structure and assumption of new
program responsibilities to one or more of the remaining staff members will take time and would
likely not be completed when Ms. Reinhart retires on August 31. Therefore, staff has identified
additional resources to engage Ms. Reinhart on a part time basis in order to support the transition.
The additional resources were identified by allocating park maintenance work hours for maintenance
of the Sports Park to the Community Facilities District that was established to offset part of the cost
to operate the new facility.
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Ms. Reinhart will work with the remaining staff and volunteers over an approximate six-month
period in order to reassign the highest priority senior programs for continuation in her absence.
Programs that address senior health care, education and information/referral are expected to be
among the highest priorities. However, the reduction of over $1.8 million from the Parks &
Recreation Department budget will require some elements of the senior program to be reduced. The
continuation of the highest priority programs will be determined through collaboration between staff,
volunteers and advocates such as the Commission on Aging.

Staff also proposes to utilize a portion of these funds to support the transition of other
responsibilities to the remaining staff. One of the sources of concern expressed by the remaining
staff is the responsibilities associated with operating the new Community & Senior Center building
that has been under the competent direction of retiring Recreation Superintendent Dan Rice. In order
to facilitate a smooth transition in the operation of the new building, it is proposed that a portion of
the resources be utilized to engage Mr. Rice on a part time basis.

The total allocation purposed for the purpose of transitioning Senior Center programs and operation
of the Community & Senior Center to the remaining Parks & Recreation staff as part of the
restructuring is $63,000. This would be a one year allocation intended to support the significant
changes that must be implemented by the remaining staff with the least potential impact on program
participants.

It is important for the Council to note that designating certain programs as a high priority will
require other programs to be significantly modified or discontinued. Programs such as youth sports
may no longer be available in its current format. Staff will seek collaboration with community
resources such as the YMCA who offer similar programs in order to provide alternatives for
Woodland youth. Developing these alternatives will take time and staff will work with advocates
such as the Parks & Recreation Commission through this process.

Ballet Folklorico and Boxing Programs

During the May 26 Council meeting, several participants and advocates of the Ballet Folklorico and
Boxing programs expressed support for the continuation of these activities. The elimination of these
programs was part of the discontinuation of the recreation program that serves the Yolano area
discussed on March 31 and May 26. Ballet Folklorico and Boxing are among the most popular
activities offered in the Yolano area and the participants and advocates presented a request to fund
$17,000 that would pay the cost of program instructors.

Staff believes that a commitment to fund Ballet Folklorico and Boxing for one year is workable
through use of the same funds that are available to facilitate the Senior Center transition. The one
year commitment will allow the program advocates and other community resources to develop
alternatives to secure permanent funding without interrupting the activities. Staff will work with the
program advocates to find a location for the activities if the Yolano facility is no longer available.
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Hiddelson Pool

Staff has reviewed the community’s expressed desire to continue operation of Hiddelson Pool and
concluded that there are no options available to meet this request. In addition to the lack of General
Fund money, the reduction in staffing for the Parks & Recreation Department makes this task
absolutely impossible. Unlike many programs that may be implemented under certain conditions
with volunteers, operation of a public pool is strictly regulated and carries significant liability which
requires the use of highly trained professional staff. While most of the staff is part time, the level of
safety training, knowledge of pool operation and understanding of aquatics programs requires the
employees to be well compensated and effectively supervised. In summary, the reductions in Parks
and Recreation staffing will make it impossible to operate the pool safely even if adequate resources
were available.

Therefore, staff proposes to close Hiddelson Pool as presented on May 26. There are no immediate
plans to demolish the facility and such consideration would certainly require further study. More
community discussion on the future of the facility should be undertaken with the collaboration of the
Parks & Recreation Commission. Options for its continued operation by other community resources
should be reviewed. For the immediate future, staff proposes to secure Hiddelson Pool and post
signs to notify the public regarding its status as a closed facility.

Community Development Department (CDD) Impacts

The reduction of support staff in CDD will have a significant impact on the hours that the public
counter will be open and available to contractors and home owners who want to apply for building
permits. With the loss of three staff responsible for supporting the public counter and issuing
permits, building inspectors will need to be used to support this activity. The building inspectors will
also need to meet their scheduled building inspections which will limit their availability to support
the counter. Staff’s analysis of public counter traffic shows that the busiest time is in the morning
period between 8-11AM. Therefore, in order to offset the loss of three staff members with primary
responsibility to support the public counter and issue building permits, staff proposes to begin FY 10
with posted public hours as 8-11AM Monday through Friday. This will be reviewed continuously
and if there is an opportunity, based on workload and other factors, to expand the hours, staff will
take such action. The limited hours will allow inspectors to be in the field and at job sites in order to
meet their inspection schedule.

The limited hours will need to be promoted through all available means and in a variety of media to
make customers aware of the change. Resources such as the City’s website, E-Newsletter, trade
journals and local/regional publications will need to be utilized. Direct outreach to developers,
contractors, engineers, consultants and trade associations related to the building industry will need to
be completed. Staff will also need to study innovations and best practices such as on-line permitting
to make it easy for customers to apply for building permits. Implementation of innovations will take
time and the loss of the positions will not be entirely offset by the actions described above.

The CDD reductions will require staff to focus their work hours on the highest priority projects
which will have significant impact to Woodland. While all projects are important, applications with
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favorable impacts to economic development, increased employment for Woodland residents and
sales/property tax generation need to be facilitated and supported as the highest priorities. For
example, an application with limited economic impact to the community may need to wait while a
large industrial, commercial or residential application receives the majority of staff’s attention.
These projects are often more complex and discretionary in any case; however, establishing a queue
that facilitates the timely processing of these projects is critical. In order to implement this practice
with customer service in mind, staff will need to transmit application requirements and provide a
realistic assessment of the processing timeframe to all applicants. Most applicants desire certainty
and timeliness as the most important issues that influence their satisfaction with the process.
Maintaining the queue will be essential and requests to “jump” projects ahead of other projects need
to be resisted.

Finally, staff will need to be much more strict, disciplined and accurate regarding the maintenance of
project liability accounts. In response to the economic downturn, staff has tried to be flexible in
working with developers who are experiencing cash flow problems and have allowed work to
continue on projects with accounts that were not sufficiently funded. This practice has impacted cost
recovery and given the City’s own fiscal challenges needs to be discontinued. Agreements need to be
reached with applicants that maintain liability accounts at acceptable levels or all City work will be
delayed or stopped and staff resources will be redirected to another project.

Availability of the Leake Room

The May 26 report included a reference to the loss of the Library’s community meeting space known
as the Leake Room. Community organizations that have used this room at no cost expressed a desire
for the space to remain available for reserved use at some level. The annual cost to operate the Leake
Room was stated as $25,000. Staff was asked by the Council to reconsider this reduction and to
review the possible use of volunteers or user fees to support its availability.

The estimated costs include $14,000 for staff, $6,000 for utilities and $5,000 for janitorial use.
Staffing costs include the time required for employees to maintain a reservation book and directly
supervise the room which is located on a separate floor at the opposite end from the Library front
desk. Staff responsible for supervising the room must be able to operate the building alarm system.
The use of volunteers may be possible although entrusting volunteers with building alarm codes is
not desirable. Traditional users of the facility include non-profit organizations that have used the
facility at no cost and would likely not be receptive to paying fees that could range as high as $20
per hour and $60 for the usual three hour use. Staff has not solicited a response to the fees from the
groups.

It is important for the Council and the community to acknowledge the fundamental principle that
was the primary factor associated with the decision to discontinue reserved use of the Leake Room.
In the course of reviewing the operation of the Library and the need to reduce expenses, the Library
Board and staff reviewed patron attendance during various operating hours, responses to a customer
survey that ranked services and other relevant information in order to revaluate the Library’s core
mission. The information showed that reserved use of the Leake Room was ranked near the bottom
of the customer survey and that most Library patrons use the Leake Room in association with an
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educational or literacy activity programmed by Library staff. The Library Board concluded that
while reserved use of the Leake Room is a nice amenity, it is not a high priority for most Library
customers and is incidental to the core mission of the Library. In addition, there are many other
options for community groups to use meeting rooms, including the Community & Senior Center
where a fee schedule is already in place because such use is part of that program’s core mission.

The Leake Room will continue to be used by the community in association with educational and
literacy programs. However, staff supports the Library Board’s position that the reserved use of the
Leake Room is not part of the core mission of the facility and that other alternatives are available for
groups to meet with reasonable fees attached. Continuing the reserved use of the facility at no cost
represents an additional General Fund impact that staff cannot recommend at this time.

Summary of May 26 Issues

Based on the information described herein, staff would recommend the following actions in response
to the issues identified during the May 26 Council meeting:

e Allocation of an additional $250,000 to increase Fire Department overtime that was
identified by readjusting the assumptions regarding anticipated Golden Handshake
retirements;

e Allocation of an additional $63,000 to the Parks & Recreation Department as a one year
expense identified by shifting expenses to the Community Facilities District (CFD) in order
to facilitate the transition of the Senior Center programs and operation of the Community &
Senior Center to the remaining staff as part of the Department’s restructuring;

e Allocation of an additional $17,000 to the Parks & Recreation Department as a one year
expense for the Ballet Folklorico and Boxing programs that was identified by shifting
expenses to the CFD in order to facilitate their transition to community support;

e Discontinue operation of Hiddelson Pool as presented on May 26;

e Implement measures within the Community Development Department, including limited
public counter hours, promotion and outreach in association with the limited hours,
prioritization of development projects and maintenance of project liability accounts as
described herein to meet customer service needs with the limited resources;

e Discontinue the reserved use of the Library Leake Room as presented on May 26.

Staff realizes the above recommendations may not meet all of the requests expressed by Council
members and the community on May 26. However, it is important to note that program and service
level modifications are required to meet the $6.8 million expenditure reduction that is necessary to
balance the FY 10 budget. The actions described above are necessary to meet the reduction target
and keep critical basic public services funded.
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Contingency Plan Implementation

As presented on May 26, a Contingency Plan has been developed that would generate $1.3 million in
additional savings if the City is unable to reach agreement with bargaining units on compensation
reductions that would close the remaining gap. The following information summarizes the
contingency plan and the impact on employees.

Community Development Department
The following positions are proposed for elimination:
e Administrative Clerk - $39,802
e Building Inspector - $102,665
e Code Enforcement Officer - $100,698
e Management Analyst - $118,430

The elimination of the above positions would seriously impact the timely processing of development
applications, timely inspection of buildings in response to permits and tracking of liability accounts,
business license and similar development related revenue. The code enforcement reduction would
eliminate the program and require the highest priorities, such as enforcement actions that
immediately threaten life and safety, to be reassigned to the Police Department. Staff support for the
Planning and Historical Preservation Commissions would be reduced by an unknown amount. These
reductions would generate savings of $361,595 and result in the involuntary discharge through
layoffs of four employees. The most senior Code Enforcement Officer would be eligible to
bump into a part time position responsible for illicit discharge enforcement funded by the
Sewer Enterprise Fund.

City Manager’s Office
The following position and program is proposed for elimination:
e Economic Development - $224,254

The elimination of this program will impact all business retention, recruitment and collaboration.
Organized recruitment would be curtailed and coordination of development applications, facilitation
of programs such as Tax Credits and infrastructure financing to help businesses meet development
impact fee obligations would be severely restricted. City interface with the Chamber of Commerce
and various regional and local business associations would be discontinued or held infrequently. The
incumbent Economic Development Manager would be returned to the former position in
Redevelopment and Housing. This shift would save $224,254 and force the involuntary
discharge through layoff of the least senior Redevelopment and Housing Analyst.
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Police
The following positions and programs would be eliminated under the Contingency Plan.
e Strategic Operations - $104,670
o Graffiti Abatement - $43,777
e Additional Police Officer - $91,501
e Police Records Specialist - $61,187
e Police Sergeant - $114,434

The elimination of the above positions and programs would seriously impact Police Department
operations. Strategic Operations provides critical support and specialty functions such as SWAT, K-
9 and Crisis Negotiations Team. The loss of two additional police officers would further impact
patrol activities, response times and tactics for responding to Priority One calls. The loss of a Police
Records Specialist will impact the Woodland Police Department and other regional law enforcement
agencies that depend on regional organizations to provide timely information on warrants associated
with suspects. The Contingency Plan reductions would generate $371,791 in additional savings
and result in the involuntary discharge through layoff of two police officers and a records
specialist; the least senior police sergeant would be eligible to bump into a police officer
position.

Fire

The following positions would be eliminated under the Contingency Plan.
e Administrative Clerk - $66,250
e Fire Prevention Specialist - $89,451

The elimination of the above positions would have a significant impact on Fire operations and
programs. Reduction of the Administrative Clerk will impact customer contact in the Fire
Administration Office, assistance to Fire management staff, processing of invoices and similar
duties. The reduction of this position would likely require the periodic closure of the Fire
Administration office. Reduction of the Fire Prevention Specialist will impact inspection and other
services associated with fire prevention services. The Contingency Plan reductions would
generate $155,701 in additional savings and result in the involuntary discharge through layoff
of the Administrative Clerk; the Fire Prevention Specialist would be able to bump to a
previously held position.
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Library
The following positions would be eliminated under the Contingency Plan.
e Three (3) Library Technicians - $220,309

This reduction would leave the Library with four (4) full time employees which could provide 160
weekly work hours. Savings of $220,309 would be generated by the involuntary discharge
through layoff of three employees. At this level the Library staff and Board have estimated that
public hours would be reduced to 20 hours per week with corresponding reductions in programs and
attendance.

Total savings: $1,333,650
Total Involuntary Discharge through Layoffs: 13

In order to implement the layoff process, the City Council must approve a specific action stating that
the positions must be eliminated due to a determination that there is a shortage of work or funds.
This action must incorporate each of the positions described herein and also must include the
following positions that were presented on February 17, 2009 in association with the Mid-Year
Budget Adjustments:

e Community Development Technician
e Building Inspector |
e Building Inspector Il

As the Council may recall, the Building Inspector positions were temporarily reassigned to the
Water Meter Implementation Project and the savings generated by the reassignment allowed the
Community Development Technician position to remain funded through June 30. The affected
Community Development Technician has accepted a Golden Handshake and will retire. The
Building Inspector positions now face involuntary discharge through layoffs. The Council action
must incorporate all sixteen positions described herein.

Layoff Process

If the City Council approves the FY 10 budget as proposed that includes the implementation of the
Contingency Plan if compensation reductions totaling $1.3 million are not generated, that action
would authorize the layoff process. The City’s Personnel Rules define the layoff process. This
process requires the City to notify the employee organizations prior to contacting the affected
employees. Human Resources staff plans to complete notification of employee organizations by June
18. Affected employees will be notified on June 19 and must be provided with twenty (20) working
days notice in advance of the layoff. During that time, efforts will be made on behalf of the affected
employees to place them into positions that are not impacted by the layoffs. Alternate positions will
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primarily consist of approved and vacant positions within the City’s enterprise funds. If alternate
positions are not available, the impacted employees would be discharged on approximately July 20.
The proposed FY 10 budget assumes one month cost for employees impacted by layoffs in
recognition of this schedule.

Budget and Fiscal Policy

On May 5, 2009, the City Council considered a Budget and Fiscal Policy. The purpose of the Policy
is to guide the City Council, City Manager and Department Heads in the development of financial
plans for all City funds. Among the very important issues summarized in a typical budget and fiscal
policy is the level of reserves maintained in all City funds, how these funds are to be used and who
has authority over the application of the reserves. Such a policy has not been established in
Woodland and staff developed the document in order to guide the final development of the FY 2009-
10 budget.

The City Council favorably reviewed the Policy and provided several excellent suggestions for
changing the Policy in order to clarify various elements. The following specific changes have been
incorporated into the revised Policy which is attached to this report.

Within Section 1.2, the term Committed Fund Balance has been changed to Committed
Operational Reserve. The level of reserves established for the Committed Operational Reserve is
proposed at 10% of the specific fund operating expenses instead of the 13% proposed on May 5. For
FY 10, the General Fund 10% reserve is $3,824,009 based on a balanced General Fund budget of
$38,240,091.

Within Section 1.3, the term Assigned Fund Balance has been changed to Assigned Operational
Reserve. The level of reserves established for the Assigned Operational Reserve is proposed at 3%
instead of a future commitment at 5% to 15% as proposed on May 5. For FY 10, the 3% reserve is
$1,175,991 based on a balanced General Fund budget as described above.

Within Section 1.4, the term Unassigned Fund Balance has been changed to Unassigned
Operational Reserve. The Policy proposed on May 5 and described in the attached document
describes the Unassigned Operational Reserve as surplus funds that can be utilized as working
capital for annual fluctuations.

The proposed changes in the in the reserve levels maintains the City’s total General Fund reserves at
$5,000,000 for a $38,240,091 General Fund operations budget which is slightly less than 13.1%.
Designation of 10% as the Committed Operational Reserve ($3,824,009) and 3% as the Assigned
Operational Reserve ($1,175,991) provides the City Council with a degree of flexibility to meet the
imminent threat by the State to borrow 8% of the City’s FY 09 property tax which is estimated at
$1,325,000. The Council could, if desired, use the 3% Assigned Operational Reserve to meet this
imminent threat. Staff would need to look for other options to address the remaining $150,000
balance. As was stated clearly on May 5, the City Council must specifically approve the use of the
reserve funds and designating the reserve levels as described above does not obligate the use of the
funds in any way.
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Within Section 2.9 the procedure associated with grants has been modified from Carefully review
and discourage grants that may expand or add services without reliable replacement revenue after
the grant period ends to Pursue grants that can be sustained or where reliable replacement
funding may become available. This proposed change will allow staff and the Council to review
grants more favorably while maintaining the appropriate level of concern regarding future
obligations.

Finally, within Section 4.8 the procedure associated with financing has been modified from
Encourage pay as you go financing of capital improvements where feasible to Fully evaluate the
financing of capital improvements to determine the most economical means to complete the work.
This change is intended to require analysis of financing capital improvements, including the
potential impact of escalating future development/construction costs versus annual debt service
payments and interest.

Staff believes the revised Budget and Fiscal Policy incorporates the suggestions generated by the
Council’s review on May 5 and presents the document included as Attachment No. 1 for
consideration and approval.

Fiscal Impact

The Preliminary Fiscal Year 2009/10 Operating Budget, being presented for adoption reflects the
current economic conditions, the Budget and Fiscal Policy and balances services desired by
Woodland’s residents, business and the City Council. The General Fund budget includes
approximately $6.8 million in expenditure reductions. A contingency plan to generate $1.3 million in
expenditure reductions to balance which would require the elimination of 13 positions would be
implemented if concessions from bargaining units are not received.

The attached 10-year Plans summarize the following appropriations associated with the Preliminary
FY 10 Budget presented for adoption:

General Fund - $38,240,091
Water Enterprise Fund - $12,075,514
Sewer Enterprise Fund - $12,796,798

Transportation Program - $2,570,848
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Public Contact

Posting of the City Council Agenda. The information presented herein regarding the General Fund
was extensively reviewed during the following public meetings:

March 31 Council workshop on General Fund reduction options

April 9 Chamber of Commerce luncheon

April 16 Woodland Sunrise Rotary Club meeting

April 20 Library Board meeting

April 21 Chamber of Commerce meeting

April 27 Joint meeting of the Parks & Recreation and Commission on Aging
May 26 Council budget workshop

Staff also discussed the budget at several City-wide employee meetings and meetings with
Association Leaders.

Recommendation for Action

Staff recommends that the City Council (1) adopt the Preliminary Fiscal Year 2009/2010 Operating
Budget and authorize related actions, including the implementation of the Contingency Plan and
issuing of layoff notices to up to 15 employees to reduce the remaining gap of $1.3 million as
described herein; and (2) approve the Budget and Fiscal Policy.

Mark G. Deven
City Manager

Attachments: Budget and Fiscal Policy and 10-Year Financial Plans



City of Woodland

POLICY AND PROCEDURE

Policy No: 15-102 Effective Date: June 16, 2009
Division: City Manager Distribution: All Departments
Related Policy: Last Revision:

SUBJECT

POLICY

APPLICABILITY

Budget and Fiscal Policy

This Policy will guide City budget decisions toward maintaining long-
term financial stability, ensure that basic City services are delivered,
and protect past and future investments in the City’s infrastructure
and facilities.

This Policy applies to all City of Woodland elected and appointed
officials and all employees. Budget and Fiscal Policy are intended to
establish a more comprehensive approach to achieving financial
stability presently and into the future. This policy is intended to
formalize the application of the Guiding Principles introduced in
December 2007 for all City funds, including the General Fund,
Enterprise Funds, Redevelopment Agency, Capital Improvement
Funds and Internal Service Funds. Each year at the time the City
budget is considered, the City Council shall review the Budget and
Fiscal Policy and conduct a review of the proposed budget for
consistency with this Budget and Fiscal Policy. As noted, specific
procedures will require a long term commitment in order to become
fully implemented.

APPROVALS
Name Date Name Date
Associations
Director

Budget and Fiscal Policy



PROCEDURES

1.0

Reserve Funds

11

1.2

1.3

1.4

Reserve funds will be designated in the following terms:

1.1.1 Committed Operational Reserve: Established to maintain self
imposed limitations to faciltate financial stability of each
operating fund and the City organization;

1.1.2 Assigned Operational Reserve: Established to reflect the intended
use of resources primarily associated with unforeseen events that
have a financial impact on the City organization;

1.1.3 Unassigned Operational Reserve: The working capital that can be
utilized to offset the year to year fluctuations between operating
revenues and expenses within a specific fund.

The Committed Operational Reserve shall be established as part of the FY
2009-10 budget in an amount equal to 10% of the specific fund
operating expenses. This fund balance shall be maintained at all times
and may only be utilized if specifically approved by the City Council. If
the use of any or all of the Committed Operational Reserve is approved
by the City Council during any fiscal year, than in the following Fiscal
Year budget adoption the Committed Operational Reserve must be
restored to an amount equal to 10% of the operating expenses in
accordance with this policy. The City Council may establish a
Committed Operational Reserve at an amount that is less or more than
10% of operating expenses by approving a specific change to the
Budget and Fiscal Policy during a regular City Council meeting. The
Committed Operational Reserve must be maintained at the level
adopted by City Council for each year of the 10-Year Plan for each
fund.

The Assigned Operational Reserve shall be established in an amount
equal to 3% of the specific fund operating expenses in order to address
unanticipated financial impacts. These impacts may include state
borrowing or possession of local revenues, economic contingencies and
natural or man-made disasters. Use of the Assigned Operational Reserve
requires the specific approval of the City Council. If the use is approved,
the City Council has the option, based on the availability of revenues to
support such action, to replenish the Assigned Operational Reserve at
any amount as described herein.

The Unassigned Operational Reserve is the amount within each fund that
is in excess of designhated operating funds, Committed Operational

Budget and Fiscal Policy



Reserve and Assigned Operational Reserve. The Unassigned Operational
Reserve is essentially surplus funds that can be utilized as working capital
to offset the year to year fluctuations within each fund.

2.0 10-Year Financial Planning

2.1

2.2

2.3

2.4

2.5

2.6

2.7

2.8

2.9

The City Manager will present a budget (Capital and Operating) that is
balanced over the 10-year planning period for all funds.

Utilize the 10-Year Plan as the basis for making long-range financial
planning decisions.

Develop and maintain a revenue monitoring and forecasting system to
assist in trend analysis and revenue forecasting for the 10-year planning
period.

Document all assumptions for revenue and expenditure forecasts each
year.

Establish a financial plan for the Redevelopment Agency that ensures a
positive cash balance at the end of the life of the Agency.

Seek reimbursement for State and Federal mandated programs and
projects.

Produce fee schedules that recapture the cost of providing programs
and/or services at a level consistent with Council Policy.

Conduct periodic audits for sales tax (point-of-sale), franchises and
concessions, and transient occupancy tax (TOT).

Pursue grants that can be sustained or where reliable replacement
funding may become available.

3.0 Performance Based Budgeting (PBB)

3.1

3.2

3.3

Effective with the FY 2013-14 budget, establish the PBB as the City
Council’s service delivery policy document.

Establish a PBB that measures service levels, efficiency and effectiveness.

Follow the principles of outcome management in utilizing the PBB.

Budget and Fiscal Policy



3.4

3.5

3.6

3.7

Ensure all costs (direct and indirect) are charged against each program
budget.

Measure work efficiency and effectiveness to ensure an optimal
allocation of human and fiscal resources to budget approved services
and programs.

Ensure all operating programs have measurable performance objectives
which identify the service and level of service, and the resources
required to accomplish the objectives.

Complete vyear-end reports and audits to measure the work
accomplished against what was planned at the beginning of the fiscal
year and evaluate future service levels.

4.0 Capital Improvement Program

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

Develop a 10-year plan for CIP.

Seek grants for needed capital projects which can offset use of other
City funds; these funds can then be utilized for other needed projects.

Develop the capacity to maintain capital improvements to the level
required to adequately protect the City’s capital investment and to
minimize future maintenance and replacement costs.

Include resources required to maintain and operate new capital
improvements commencing the year the project is completed and
continuing through the balance of the 10-Year Plan.

Ensure capital budgets contain all costs to complete the project (design,
right-of-way, construction, inspection, contract management and
contingency).

Ensure all proposed projects in the 10-Year Plan have a viable source of
funding for both construction and maintenance.

Fund projects proposed for Enterprise programs by revenues derived
from user fees.

Fully evaluate the financing of capital improvements to determine the
most economical means to complete the work.

5.0 Internal Service Funds

Budget and Fiscal Policy



5.1

5.2

5.3

5.4

5.5

Effective with the FY 2013-14 budget, develop Internal Service Funds for
Workers” Compensation, Risk Management, Storm Water, Fleet
Maintenance and Replacement, Technology Maintenance and
Replacement (including all computer/software and communications
equipment), Building Maintenance and Replacement, and
Miscellaneous/Office Equipment Maintenance and Replacement.

Develop a 10-year financial plan for all Internal Service Fundes.

Develop projections that include cost of operation, maintenance and
replacement in the 10-year financial plans.

Develop the capacity to charge all costs (operation, maintenance and
replacement) associated with each Internal Service Fund to the
appropriate user department.

Develop the capacity to maintain equipment and facilities to the level
required to adequately protect the City’s investment and to minimize
future maintenance and replacement costs.

6.0 Enterprise Funds

6.1

6.2

6.3

6.4

6.5

Maintain a 10-year financial plan for all Enterprise Funds.

All costs associated with providing administrative support (finance,
personnel, legal, etc.) shall be charged to the appropriate Enterprise
Fund.

The cost of each enterprise shall be completely offset by user charges
and fees derived from the enterprise activity. Costs shall include
operating, maintenance, capital, debt service, contingency and
administrative costs.

Periodically review and adjust user fees in order to avoid large one-time
fee increases.

Periodically review concession agreements, lease agreements and all
other revenue generating agreements in order to determine if the City is
receiving a return that reflects the market for similar agreements.

7.0 Review and Adopt a Performance Based Budget

7.1

The budget will be adopted as shown in the operating and Performance
Based Budget document annually.

Budget and Fiscal Policy



7.2 Full review of revenue assumptions and preparation of the Capital
Improvement Program and Ten-Year Plans on all funds will be done
annually.

7.3  The City Council will hold public hearings and formally approve a budget
for the City annually.

Budget and Fiscal Policy



City of Woodland

General Fund

Ten Year Forecast

Revenues By Source

Estimated Beginning Fund Balance $ 5,000,000 $5,000,000 $5,044,719 $5,410,304 $5,614,215 $5,963,867 $6,582,421 $7,242,461 $7,557,397 $7,486,232
Revenue Source 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19
Taxes (Excludes Measure E) - 1

Property - 1a $ 9,562,500 | $ 9,753,750 | $ 10,143,900 | $ 10,651,095 | $ 11,290,161 | $ 11,967,570 | $ 12,685,625 | $ 13,066,193 | $ 13,458,179 | $ 13,861,924

Sales - 1b $ 9,242,000 | $ 9,519,260 | $ 10,375,993 | $ 10,998,553 | $ 11,658,466 | $ 12,474,559 | $ 13,098,287 | $ 13,753,201 | $ 14,440,861 | $ 15,162,904

Special Dist Sales Tax (Measure E) - 1b $ 4,001,000 | $ 4,121,030 | $ 4,285,871 [ $ 4,500,165 | $ 4,725,173 | $ 4,961,432 [ $ 5,209,503 | $ 5,469,978 | $ 5,743,477 | $ -

TOT $ 541,123 | $ 557,357 | $ 579,651 | $ 608,634 | $ 645,152 | $ 683,861 | $ 724,892 | $ 768,386 | $ 814,489 | $ 863,358

Doc Stamp Taxes $ 353,000 | $ 353,000 | $ 353,000 | $ 353,000 | $ 353,000 | $ 353,000 | $ 353,000 | $ 353,000 | $ 353,000 | $ 353,000
Fees - 2 $ 3,469,741 | $ 3,504,438 | $ 3,574,527 | $ 3,681,763 | $ 3,792,216 | $ 3,905,982 | $ 4,023,162 | $ 4,143,857 | $ 4,268,172 | $ 4,396,218
Fines - 2 $ 623,329 | $ 635,796 | $ 648,511 | $ 661,482 | $ 674,711 | $ 688,206 | $ 701,970 | $ 716,009 | $ 730,329 | $ 744,936
Service Charges - 2 $ 894,785 | $ 912,681 | $ 930,934 | $ 949,553 | $ 968,544 | $ 987,915 | $ 1,007,673 | $ 1,027,827 | $ 1,048,383 | $ 1,069,351
Revenue from other Sources - 2 $ 4,546,415 | $ 4,637,343 | $ 4,730,090 | $ 4,824,692 | $ 4,921,186 | $ 5,019,610 | $ 5,120,002 | $ 5,222,402 | $ 5,326,850 | $ 5,433,387
Use of Money & Property $ 59,000 | $ 100,000 | $ 100,000 | $ 100,000 | $ 100,000 | $ 100,000 | $ 100,000 | $ 100,000 | $ 100,000 | $ 100,000
Other Misc. (includes Indirects) - 3 $ 4,796,778 | $ 4,326,198 | $ 4,568,465 | $ 4,824,299 ( $ 5,094,459 | $ 5,379,749 | $ 5,681,015 [ $ 5,999,152 ( $ 6,335,104 | $ 6,689,870
Sales & Donations - 2 $ 12,042 | $ 12,283 | $ 12,528 | $ 12,779 | $ 13,035 | $ 13,295 | $ 13,561 | $ 13832 | $ 14,109 | $ 14,391
Transfers $ 138,378 [ $ 138,378 [ $ 138,378 [ $ 138,378 [ $ 138,378 [ $ 138,378 [ $ 138,378 [ $ 138,378 [ $ 138,378 | $ 138,378
Economic Contingency
Total Revenues $ 38,240,091 | $ 38,571,513 | $ 40,441,850 | $ 42,304,392 | $ 44,374,481 | $ 46,673,556 | $ 48,857,068 | $ 50,772,215 | $ 52,771,333 | $ 48,827,718

Expenditures By Function (Excluding Measure E Transfer)
Requested
Function 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19
Salaries - 4 $ 16,606,444 | $ 17,536,405 | $ 18,518,444 | $ 19,555,476 | $ 20,650,583 | $ 21,807,016 | $ 23,028,209 | $ 24,317,788 | $ 25,679,584 | $ 27,117,641
Reduction in Benefits, Staff, or Combo $ (6,796,635)| $ (7,102,484)| $ (7,422,095)| $ (7,756,090)| $ (8,105,114)| $ (8,469,844)| $ (8,850,987)| $ (9,249,281)| $ (9,665,499)| $ (10,100,446)
Additional Reductions Needed $ (2,250,000)( $ (2,351,250) $ (2,457,056)| $ (2,567,624)| $ (2,683,167)| $ (2,803,909)| $ (2,930,085) $ (3,061,939)| $ (3,199,726)
Benefits - 5 $ 10,306,736 | $ 10,925,140 | $ 11,580,649 | $ 12,275,487 | $ 13,012,017 | $ 13,792,738 | $ 14,620,302 | $ 15,497,520 | $ 16,427,371 | $ 17,413,014
Overtime - 4 $ 1,034,735 | $ 1,092,680 | $ 1,153,870 | $ 1,218,487 | $ 1,286,722 | $ 1,358,779 | $ 1,434,870 | $ 1,515,223 | $ 1,600,076 | $ 1,689,680

|Subtotal Salary and Benefits $ 21,151,280 | $ 20,201,742 | $ 21,479,617 | $ 22,836,305 | $ 24,276,585 | $ 25,805,522 | $ 27,428,485 | $ 29,151,165 | $ 30,979,593 | $ 32,920,162

|Subtotal Discretionary Expenditures $ 4,380,903 | $ 4,380,903 | $ 4,380,903 | $ 4,380,903 | $ 4,380,903 | $ 4,380,903 | $ 4,380,903 | $ 4,380,903 | $ 4,380,903 | $ 4,380,903

|Subt0ta| Non Discretionary Expenditures $ 12,707,908 | $ 13,944,150 | $ 14,215,744 | $ 14,883,273 | $ 15,367,341 | $ 15,868,578 | $ 16,387,640 | $ 16,925,211 | $ 17,482,001 | $ 12,315,276
Total Expenditures $ 38,240,091 | $ 38,526,794 | $ 40,076,264 | $ 42,100,481 | $ 44,024,828 | $ 46,055,002 | $ 48,197,028 | $ 50,457,279 | $ 52,842,498 | $ 49,616,341
Revenues Over (Under) Expenditures $0 $44,719 $365,586 $203,911 $349,652 $618,554 $660,040 $314,936 ($71,165) ($788,624)
Committed Reserve (10%) $3,824,009  $3,857,151  $4,044,185  $4,230,439  $4,437,448 $4,667,356  $4,885,707  $5,077,222  $5,277,133  $4,882,772
Assigned Reserve $ 1,175991 $ 1,187,568 $ 1,366,119 $ 1,383,776 $ 1,526,419 $ 1915065 $ 2,356,754 $ 2,480,175 $ 2,209,099 $ 1,814,836
Ending Fund Balance $ 5,000,000 $ 5,044,719 $ 5,410,304 $ 5,614,215 $ 5,963,867 $ 6,582,421 $ 7,242,461 $ 7,557,397 $ 7,486,232 $ 6,697,608
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