City of Woodland

.
REPORT TO MAYOR AND CITY COUNCIL | [fCENPAITEM

TO: THE HONORABLE MAYOR

AND CITY COUNCIL DATE: June 22, 2010

SUBJECT: Fiscal Year 2011 Preliminary Operating gatcand City Budget
and Fiscal Policy

Report in Brief

expenditure reductions to the General Fund andectimodification and/or elimination of program

On March 30 and May 25, staff presented a prelingimgoerating budget that proposed significa}t

and services in order to balance the FY 2011 budget FY 2011 through FY 2020 10-ye

Financial Plan. Comments were provided by citizasmaployees and the Council that provide
direction to staff in order to prepare the FY 20dudget for the Council's consideration an
adoption. In addition, the approval of Measure \d @dhe companion advisory measures requir
significant review of revenue assumptions and resid)ent of resource allocation to reflect thd
very positive result.

In order to facilitate the City Council’'s consideom and adoption of the FY 2011 budget, th
following information will be presented in this @ (1) revised revenue assumptions ar
expenditure savings in order to determine the messuavailable to add for restoring services; (
other potential revenues and savings that coule@ lavimpact on the FY 2011 General Fund; (
other potential costs that could have an impadherFY 2011 General Fund; and (4) a summary
four options for the City Council to consider fdloaation of the additional revenue generated lay t
passage of Measure V and other revised revenuenpisas.

In addition to consideration and adoption of the BE¥11 budget, staff is also asking the Cit
Council to provide specific direction regarding tGdamber of Commerce Budget Task Forg
Report. This report included several actions thiit ckearly define Council priorities and reshaps
the City organization to reflect the new fiscallitges. Some of these actions, such as regiongizi
services including wastewater and fire protectioil, require significant effort and should not be
initiated unless there is City Council direction.

The final action associated with the FY 2011 budgeteview and approval of a revision to th

Budget and Fiscal Policy that was approved last.yBais revision is focused on eliminating the¢

practice of internal borrowing between categorfoads in the capital program.
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SUBJECT: Fiscal Year 2011 Preliminary Operating Budget and ITEM:

City Budget and Fiscal Policy

Staff recommends that the City Council (1) adop ®reliminary Fiscal Year 2011 Operating

Budget based on either Option A or Option B for @flecation of additional resources as described
herein and authorize related actions, including igsiing of layoff notices to employees; (2)

approve the Chamber of Commerce Budget Task FoepermRand direct the City Manager to return
to the City Council with an implementation progrdor future consideration; and (3) approve

revisions to the Budget and Fiscal Policy as dbedrherein.

Background

On December 15, 2009, the City Council receivedsadr Update Report that included information
on the forecasted deficit for FY 2011. This disocmssgenerated Council support to consider
measures to augment revenue for FY 2011 as amalitex to the significant reductions that would
need to be considered in order to balance the @Gefemd. On February 9, the City Council
approved a resolution authorizing the placemerat ofeasure to increase the sales tax by a quarter-
cent and three advisory measures that would glieealiocation of the resources generated if the
measure was approved. While approving actionsvbatd, if authorized by the electorate, improve
General Fund revenues, the Council directed stafirepare the FY 2011 General Fund budget
under the assumption that the sales tax measurédvmat be successful. Staff implemented the
Council’s direction in preparing the preliminary 011 General Fund budget for presentation at
the first of two workshops.

The March 30 budget workshop presented the woss fiaancial plan for the City’'s General Fund.
In order to balance the FY 2011 projected defiedductions of approximately $5.8 million would be
necessary with the loss of 35.25 positions and®2&goffs. The potential strategies included the
complete closure of the Woodland Public Librarymahation of a fire engine company; loss of
sworn police officer positions and resources deditd@o narcotics enforcement, traffic safety and
records; further reductions in parks & recreatiocjuding the loss of all staff support for the ieen
citizens program and off-season closure of the ;paradl elimination of all City support for special
events.

Unfortunately, the level of program/service levetluctions was significant, far ranging and nearly
intolerable to many members of the community angleyees. It is important to note that the
reductions discussed on March 30 follow two yedrdifficult City budgets. The FY 2009 budget
was adopted in June 2008 with approximately $3ionilin expenditure reductions and $3 million in
one-time funds to offset a deficit of over $6 noilli In February 2009, mid-year adjustments
required an additional $2.4 million in expenditueeluctions and use of one time money. Last year,
the Council's adoption of the current FY 2010 budgmuired expenditure reductions of over $5
million and concessions from bargaining units oé$1 million to address a $6.3 million deficit.
On February 2, an additional mid-year shortfalafmillion required further expenditure reductions
and utilization of one time revenues. The reduditmat have been implemented over the last two
years have caused the City to reduce its work foyc&8% and reduce compensation to employees
by approximately 5%.
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Following the March 30 meeting, staff focused or following activities in association with
preparing the FY 2011 budget:

» Met with Bargaining Units to determine their intsfrén further compensation reductions and
support for another round of the retirement inaentiGolden Handshake” program;

» Continued to carefully review revenue and expemdiastimates;

* Reviewed options for reallocating resources for liftghest priorities identified by the City
Council;

» Developed 10-year Financial Plans for the Geneusldi-combined Transportation Funds,
Water Enterprise Fund, Sewer Enterprise Fund anigwdopment Funds.

The results of the above activities were reportedhe City Council and community during the

second budget workshop on May 25. In summary, ihgs@Bargaining Units expressed support for

the “Golden Handshake” program; however, furthempensation concessions beyond the
concessions included in the three-year agreemettitstiae Police, Police Supervisors and Police
Mid Managers were not considered. In fact, the G@n&mployees and Mid Management

Association who have one-year agreements that expir June 30 have not fully committed to

continuing the furloughs implemented this year wWhiall have an adverse impact on the General
Fund. Review of revenues and expenditures genesate@ potential for revising the estimates in a
positive direction although the information was fo@liminary to present on May 25. Staff also
presented alternatives for reallocating resourcesupdated 10-year financial plans for the City’s
other four major funds.

Council discussion of the information presentedMay 25 generated the concept of providing
options for balancing the FY 2011 General Fund ktd@he reductions necessary to save $5.8
million were so objectionable that there was naarcleonsensus as to how best to meet this
challenge. Therefore, staff focused on developpigpa packages for Council consideration on June
22.

On June 8, Woodland voters considered the quastersales tax measure Council approved for
placement on the ballot on February 9. This measappearing on the ballot as Measure V, was
approved with 55% of the vote. Companion advisogasures S, T and U were also approved by
overwhelming margins. These measures are interalgditle the City Council in the allocation of
the resources generated by Measure V for the lybRublic Safety and Parks & Recreation. Staff
had estimated that an additional $1.5 million woblel available to allocate for the activities
incorporated within the advisory measures if tHestax measure was successful.

Following the successful passage of the sales &asore and the advisory measures, staff prepared
the revised FY 2011 General Fund budget. The réuisglget will focus on the following items in
order to facilitate the Council's considerationtbé final action necessary to adopt the budget: (1)
revised revenue assumptions and expenditure savirggder to determine the resources available to
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City Budget and Fiscal Policy

add for restoring services; (2) other potentiakraes and savings that could have an impact on the
FY 2011 General Fund; (3) other potential costs$ ¢toald have an impact on the FY 2011 General
Fund; and (4) a summary of four options for they@ouncil to consider for allocation of the
additional revenue generated by the passage ofuvied&sand other revised revenue assumptions.

In addition, staff is also asking the City Courtoilprovide specific direction regarding the Chamber
of Commerce Budget Task Force Report. This repeitided several actions that will clearly define
Council priorities and reshape the City organizatio reflect the new fiscal realities. Some of thes

actions, such as regionalizing services includingstewater and fire protection, will require

significant effort and should not be initiated wsdehere is City Council direction.

The final action associated with the FY 2011 budgeteview and approval of revisions to the

Budget and Fiscal Policy that was approved last. ydaese revisions are focused on eliminating the
practice of internal borrowing between categoricalds in the capital program and discontinuing

the use of development impact fee income for estetabt service payments for capital projects.

Staff has also continued to seek the interest ef Blargaining Units on further compensation
reductions in order to avoid all layoffs. Unforttely, the Bargaining Units continue to expressrthei

lack of support for such consideration. Managementontinuing to negotiate with the General

Employees and Mid Management in order to securagreement that will continue furloughs or

generate savings equal to the furloughs. Managensemlso continuing negotiations with the

Firefighters that would avoid the extraordinary ivee costs which generated part of the FY 2010
mid-year deficit. These issues have been factaredthe options for the allocation of the General
Fund revenue generated by Measure V and otheregtassumptions.

Discussion

The following section of this report will summarittee changed conditions and options for the City
Council’'s consideration. When considering the amjoit is important for the City Council to
remember that expenditure reductions associatdd tve Library, Parks & Recreation, Police and
Fire as presented on March 30 totaled approxim&iél9 million. It is obvious that the sales tax
measure by itself will not make up the differenRevised revenue assumptions based on improved
sales tax generation in the first and second quade2010 in Woodland will help although not
offset the gap.

The City Council will still need to take action thaill eliminate, depending on the options selected
11.5 full time and 7 part time positions with rasg layoffs. However, the number of layoffs will
be dependent Council approval of the Golden Hardspeaogram which will be presented on June
29. It is also critical for the Council to rememhtbat restoring General Fund services and their
associated expenses need to be balanced againfdcththat a structural deficit still exists as
documented on May 25 when the 10-year financiah plas reviewed. Based on the $5.8 million
reduction, the structural deficit was approximatgly3 million. Restoring services including those
staffed by public safety employees will likely iease the structural deficit unless management and
the employees through their Bargaining Units caretg strategies to reduce it.
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Nonetheless, staff believes that the most objeabtnreductions can be either avoided or reduced
through allocation of the additional revenue geteeldy the sales tax measure and revised revenue
assumptions. Explanation of the revised revenudetailed in the following sub-section.

Revised Revenue Assumptions and Expenditure Savings

Revised revenue estimates have been developed baseater approval of Measure V and better
than expected sales tax generation. As statedquglyi the quarter cent sales tax should generate
$1.5 million in FY 2011 and $1.75 million to $2 fivh for the balance of the four-year measure.
The reason for the lower estimate in the first yiedhat it will take the State Board of Equalipati
approximately three months to implement the protes®llect the additional tax increase. Staff has
already corresponded with the BOE and begun theegsoimmediately following the June 8
election. Therefore, the estimated impact of tharigu cent sales tax increase in FY 2011 is $1.5
million.

In addition, staff has reviewed the most recenttguly sales tax report. For the first time in sae
guarters, Woodland sales tax performance appeds &iabilizing instead of declining. Based on
that report, the City’s FY 2010 sales tax shoulthedn at about $8.1 million, up slightly from the
mid-year estimate of approximately $7.9 million.addition, the trends are showing that the original
FY 2011 sales tax estimate of approximately $7laniis too low. Based on this information, staff
believes that an additional $650,000 can be aduléketoriginal FY 2011 sales tax estimate.

An additional $50,000 was identified for as leaagrpents involving the use of City property such
as parks for wells and other equipment associatiéd wtility enterprises. This helps offset the
estimated $250,000 that will be paid from the GahEund to the enterprise fund for City water as
City parks and other landscaped sites are meteidgay water bills based on water use.

Finally, the recent bid process conducted by P&rRecreation staff for the landscape maintenance
of parks generated an excellent result. In additcoproviding contract landscaping services at the
highest level of service specified in the RequestHroposal, the low bidder’s price generated an
expenditure savings of $125,000. The following comgnts are identified to support a revised
revenue estimate for the General Fund:

* Add Sales Tax Measure $1,500,000
» Add Revised Sales Tax Estimate 650,000
* Add Parks Contract Savings 125,000
* Add Lease of City Property 50,000

e Total — Recurring Revenue $2,325,000

The $2,325,000 is regarded by staffrasurring revenuewhich is structural and, based on current
assumptions, may be factored into future Generatifastimates.
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Other Revenue and Savings

Staff has also reviewed the use of potential “ame’t revenue that could help meet short-term gaps
between General Fund revenues and expenditudsoudd be noted that caution must be used when
considering the allocation of one time revenue. Elav, the use of one time revenue could be
considered as part of the FY 2011 budget sincejtiaeter cent sales tax income should increase by
approximately $250,000 in FY 2012 when a full yealtection of the tax occurs.

The most promising source of one time revenue abiglto the General fund is the income that

would be generated by the sale of City properttheoRedevelopment Agency and eventually to the
State Administrative Office of the Courts for the@dland Courthouse site. This site includes a City
owned parcel that was appraised at $535,000. liiaddo offsetting the short term gap caused by

the nine-month collection of the quarter cent sédasin FY 2011, these funds could be used as a
source for the “separation” costs for employees \elawe the organization during FY 2011 through

layoffs and retirements. Separation costs includgnyents for unused vacation time and similar

labor contract obligations.

The City may also realize fiscal savings from th@dén Handshakes if some of the retirements are
not used to offset potential layoffs. The decidioroffer the program to all eligible employees was
intended to generate more movement and the pdtémtiaet savings over and above the potential
layoffs. As an example, certain high level posisidhat opt to retire may not be replaced. Instead,
the City could review reorganization options susttansolidating departments in order to generate
long-term savings. The potential savings from #trategy is unknown at this time although it will
become clear as the Council considers actions ptemment the latest round of Golden Handshakes
beginning on June 29.

Other Potential Costs

The primary potential costs that need to be consdlas the FY 2011 budget is finalized include the
previously mentioned employee separation coststlamdmpacts if furloughs are not continued for
certain bargaining units. Separation costs coulgigaas high as $300,000 depending on how many
employees retire or face layoffs. Again, staff v able to provide a better estimate of this ihpac
as the cost of the employees who enlisted in tHdghoHandshakes is calculated. The potential cost
for not continuing furloughs is estimated at $180,0f the two largest units, the Woodland City
Employees Association and Woodland Mid Managers,ndb agree to continue the program
following the expiration of their respective oneayeagreements on June 30. If furloughs are not
continued, staff will return to the Council to poge additional layoffs from those units that will
generate the necessary savings. As mentioned pdyjaliscussions are continuing with these units
and a favorable outcome is very possible.

Expenditure Allocation Options

In determining how best to allocate the additioratenue described herein, staff reviewed the
allocation percentages and ballot language for e&tie advisory measures. Based on this analysis,
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staff reviewed the cost and impacts of specifiaotidns. Finally, staff attempted to apply the disc
realities of the present situation and limit theplagation of the additional revenue as close as
possible to the $2,325,000 in recurring revenuipusly identified herein. The intent in limiting
the proposed additional allocation to the recurmagenue is to minimize the use of one time
revenue and recognize the potential impact of gpamation costs associated with employees who
retire or are discharged through layoffs.

As noted previously, $4.9 million was identifiedr fceduction from the Library, Police, Fire and

Parks & Recreation. Reallocating the additional333,000 still leaves those areas nearly $2.6
million short if the expectation is to make eaclogrzam whole. Despite this fiscal reality, staff

reviewed the following ballot language closely prio developing the proposed allocation of the
additional funds:

Shall any voter approved sales tax in the City of Woodland provide 30% of the sales tax received to
the Woodland Public Library to restore educational and literacy programs and maintain library
operating hours at 54 hours per week?

Shall any voter approved sales tax in the City of Woodland provide 30% of the sales tax received to
the Woodland Parks & Recreation Department to maintain current levels of park and public
landscape maintenance and senior citizen programs?

Shall any voter approved sales tax in the City of Woodland provide 40% of the sales tax received to
Public Safety services within the Woodland Police Department and Woodland Fire Department to
maintain the current number of sworn police officers and firefighters?

Utilizing the additional income as $1.5 million geated solely by the sales tax measure, the
following percentage allocations are noted:

e 30% to the Library or $450,000
e 40% to public safety (Police and Fire) or $600,000
» 30% to Parks & Recreation or $450,000

During the May 25 Budget Workshop, the Councitighility to provide consensus direction to staff
regarding the $5.8 million in reductions generdtezlconcept of returning for budget adoption with
options for the Council’s consideration. Staff apglthe same concept in developing the strategies
for allocation of the additional sales tax measeneenue and other revenues totaling $2,325,000.
Four options have been developed for the Councitssideration. These options vary from
allocating resources based on the intent of thésadv measures to allowing for the fact that the
advisory measures are, in fact, advisory and then€ibhas discretion. Nevertheless, there is one
consistent allocation in each of the four optiadhs: Woodland Public Library receives the requested
FY 2011General Fund allocation of $946,000 which @nable the program to operate at its current
level. Staff applied this allocation to all four tmms in order to reflect the significant public
comments that focused on the potential closurbettbrary.



PAGE: 8

SUBJECT: Fiscal Year 2011 Preliminary Operating Budget and ITEM:

City Budget and Fiscal Policy

The Council may, of course, direct staff to revike options. Council may also direct staff to
allocate more resources than are proposed; howdve€quncil directs staff to do so, please be
advised that such action will likely have an impantthe General Fund reserves. The four options
described herein, including those that use one fimds up to $307,000, should be implemented
without touching the reserves.

Allocation Option A

Summary

Library $946,000
Fire (add back 3 firefighters with overtime) 480,000
Police 727,000

e Add 3 back officers ($325,000)
e Animal Services ($313,000)
YONET ($31,000)

K-9 ($14,000)

Graffiti ($44,000)

Parks & Recreation 247,000

e Senior Center Full Time Position ($100,000)

» Off Season Pool ($40,000)

Administrative Secretary ($87,000)

Youth Program Support ($20,000)

» Parks Maintenance Contract and Contract Management
(Other General Fund Contribution)

Total $2,400,000
Impacts

» Adds back the Library at its current level of seevbased on the FY 2011 budget request;

» Adds back three of the six firefighters slated leyoff at full costs, including overtime, as
additional personnel to support operation of theegine companies although this action
would still require reduction of the fourth engicempany;

* Adds back three of six officer positions slated éimination as funded with the balance of

the officer positions remaining authorized althowgtiunded for FY 2011. There would be
no sworn police officer layoffs;
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* Fully funds the annual cost for Animal Services @mndvides the new Chief of Police the
opportunity to reevaluate that program over the year;

* Fully funds the Yolo Narcotics Enforcement Team (YET);
» Fully funds the supplies, services and trainingcés the K-9 program
* Fully funds the Graffiti Eradication program

* Provides funds to replace two part time positiohgha Senior Center with a full time
professional position at the Recreation Coordinkseel;

» Continues full year operation of the Brooks Aqu&enter

* Fully funds the Administrative Secretary positidratt supports the Community & Senior
Center

* Provides funds to support youth programs, includiregBoxing Club

Will require an additional allocation of $75,000dne time funds.

Allocation Option B

Summary

Library $946,000
Fire (add back 6 firefighters at salary/benefitl/pn 712,000
Police 727,000

e Add 3 officers ($325,000)

e Animal Services ($313,000)
YONET ($31,000)

K-9 ($14,000)

Graffiti ($44,000)

Parks & Recreation 247,000

e Senior Center Part Time ($100,000)

« Off Season Pool ($40,000)

e Administrative Secretary ($87,000)

Youth Program Support ($20,000)

» Parks Maintenance Contract and Contract Management
(Other General Fund Contribution)
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Total $2,632,000
Impacts
All impacts are the same as in the preceding seetith the following exceptions:
* Adds back all six firefighters slated for layofffatl salary and benefits and without overtime
which would be possible if management and the iginéérs are able to secure an agreement
currently under discussion. This concept would &néie fourth engine company to remain

operational although periodic brownouts would uned to reduce overtime costs;

» Will require an additional $307,000 in one timedsrwhich is the highest level staff believes
is feasible without impacting the General Fund mess

Allocation Option C

Summary

Library $946,000
Fire (add back 6 firefighters with overtime) 960,000
Police 638,000

e Add back 3 officers ($325,000)
e Animal Services ($313,000)

Parks & Recreation

» Parks Maintenance Contract and Contract Management
(Other General Fund Contribution)

Total $2,544,000
Impacts
* Library impacts are the same as in Options A and B;
» Adds back all six firefighters slated for layofffatl costs, including overtime to operate four
engine companies based on the current Memorandudnadérstanding. This assumes that
management and the Firefighters are unsuccessfuthéir current negotiations and

continuation of four engine companies is desired,;

» Police impacts are reduced to adding back threeeofpositions and continuation of Animal
Services;
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 There are no resources available for restoring Rasks & Recreation services beyond
landscape maintenance;

* Will require an additional $219,000 in one timedsn

Allocation Option D

Library $946,000
Fire (add back 3 firefighters) 480,000
Police 963,000

e Add 6 officers ($650,000)
e Animal Services ($313,000)

Parks & Recreation

» Parks Maintenance Contract and Contract Management
(Other General Fund Contribution)

Total $2,389,000

Impacts

» Library impacts are the same as in Options A, B@nd
» Fire impacts same as in Option A;
* Adds back and fully funds all six police officergptions slated for elimination;

* Fully funds the annual cost for Animal Services andvides the new Chief of Police the
opportunity to reevaluate that program over the gear;

» There are no resources available for restoringtiadd! Parks & Recreation services beyond
landscape maintenance;

Will require an additional $64,000 in one time fand

Evaluation of Allocation Options

The City’s fiscal situation creates very challerggiconditions in order to meet the intent of the
Advisory measures. Despite the challenging conaktictaff believes that Options A and B come the
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closest to fulfilling the intent of the advisory asires in terms of allocating the $1.5 million in
additional revenue and the ballot language.

Option A restores the Library to its current leeélservice, allows three of the six firefighters to
remain with the City at full costs including ovene, adds back and fully funds three of the six
police officer positions and does not lay off amjige officers. In addition, Option A provides some
service level enhancements to Parks & Recreatiosdniors and youth and restores off season use
of the pool and a support position for the CommuiitSenior Center. The most negative impact
associated with Option A is that three sworn fgkfers would face layoffs and the fourth engine
company would be eliminated. The resource allooatow Option A based on the ballot language
percentages is as follows:

e Library - $946,000 against a minimum of $450,000

* Public Safety - $1,207,000 against a minimum ofC$660

» Parks & Recreation - $247,000 plus $213,518 fotremh landscape maintenance from other
General Fund sources for a total of $460,518 againgnimum of $450,000

From a resource allocation perspective, Option Aetsiéhe percentage allocations for all three
advisory measures. A contribution of $213,518 frother General Fund revenue sources for
contract landscape maintenance is necessary tothee®ark & Recreation advisory measure. This
option also requires a commitment of $75,000 in time funds which has a more manageable fiscal
impact of the two preferred options.

The analysis of Option B is identical to Option Attwtwo exceptions. First, this option will allow

all six of the firefighters slated for layoff tomain employedf management and the Firefighters can
resolve the furlough and overtime issues. The skcbange is that the fourth engine company will
remain in operation although it would be subjecpéoiodic brownouts in order to keep overtime in
check. The resource allocation for Option B basethe ballot language percentages are as follows:

e Library - $946,000 against a minimum of $450,000

* Public Safety - $1,439,000 against a minimum ofC$660

* Parks & Recreation - $247,000 plus $213,518 fotreah landscape maintenance from other
General Fund sources for a total of $460,518 againgnimum of $450,000

Similar to Option A, Option B meets the resourcecprtage for all three advisory measures with
the additional contribution necessary to meet thkk$& Recreation advisory measure. This option
requires a higher commitment of one time funds 807,000 necessary to meet all of the
commitments. As stated previously herein, any armouer this level will require the use of General
Fund reserves which staff would not recommend. U$e of the reserves could also require the
Council to temporarily amend the Budget and Fidealicy in order to allow the General Fund
reserves to drop below 13%.

For the City Council’s reference, the March 30 anay 25 staff reports are attached in order to
provide information regarding the impacts to thieeotCity departments, programs and services that
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would still need to be reduced or eliminated inesrih balance the General Fund budget. Despite the
addition of over $2.3 million to the General Funddaup to $300,000 in one time funds,
approximately $3.2 million will need to be reduceytain positions eliminated and employees
involuntarily discharged through layoffs. The fallmg is a summary of the reductions that would
be implemented in order to achieve the $3.2 milliorequired reductions:

City Administration

Administration identifiedb246,893 in expenditure reductions. The reductions inclieelimination

of the Council contingency account, part time wadurs and miscellaneous operating accounts.
The most significant reduction is the eliminatioh @eneral Fund support for the Economic
Development program which saves $128,926. Thisatemtu will require a reorganization of the
Redevelopment program and the involuntary layofbroéd employee.

Community Development

Expenditure reductions in Community Developmentu® on the elimination of a vacant
administrative support position, a building inspattposition and an associate planner position. In
addition, the full time code enforcement positioill we funded between the General Fund and
utility enterprise fund; the incumbent Code Enfonemt Specialist will split time between his
current responsibilities and environmental rescaurddese proposed actions will gene®880,719

in savings and result in the loss of one vacanitiposand layoff of two full time staff and one par
time staff.

Fire

Depending on the option selected by the City Cdukaie Department reductions will range from
the elimination of one fire engine company withetiaffirefighters retained to support the remaining
three companies to adding back the salaries anefitgefor six firefighters to allow four companies
to remain in place although subject to periodicwrouts. This action would also include a
reduction of one Battalion Chief which will be ingphented through a voluntary Golden Handshake
retirement. There is one civilian employee, the ilfgcMaintenance Worker, who would be
discharged through a layoff. With the restoratidrup to six firefighters and Golden Handshake
retirement of the Battalion Chief, total layoffgiggated on March 30 as eight employees and seven
sworn positions could be reduced to one non-swasitipn. If the Council selected Option B,
reductions in training costs and overtime woulll génerate$878,504 in General Fund savings.

Library

The allocation of resources as proposed herein dvoestore all current Library services and
maintain all positions thereby eliminating the nésdtayoff five full time employees.
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Parks & Recreation

The most critical reductions in Parks & Recreataould be avoided if either Option A or B was
selected by the City Council. Maintenance of paaksl public landscape areas will be provided
through a contract with a private firm at the higthievel specified through a Request for Proposal
released earlier this spring. The contract was dedhto the lowest bidder at a savings of $125,000
that has been used to help support the augmemeédesedescribed herein. Reductions to the Senior
Center and off season use of Brooks Aquatic Certeralso avoided under Options A and B. These
options also return the administrative support gasiproposed for layoff on March 30. However,
Parks & Recreation will still lose two fulltime ptsns, including a facility maintenance worker and
an aquatics supervisor plus additional part timer&ian the parks maintenance program. Net
expenditure reductions will 5412,805.

Police

If Option A or B was selected, the remaining expemd reductions for the Police Department
would focus on certain administrative and supparicfions carried out by non-sworn staff. In
addition, the Police Department would maintain ¢h@irrently authorized sworn positions as
vacant. The projected savings from these reducto$868,768. A total of five non-sworn positions
would be eliminated through layoffs; that impactynii@ mitigated through the Golden Handshakes.
The reduction of civilian staff members will impaitte crime analysis unit, records, and patrol.
Woodland citizens and businesses as well as othercanduct business with the Police Department
will notice the front counter unavailable on weettermnd it will take longer to make certain incident
reports available to the public. However, the naigectionable reductions such as sworn positions,
participation in YONET and the K-9 unit would beo&ed. In addition, Option A and B include
resources for the full year operation of the Anii8alvices contract in order to allow the incoming
Chief of Police the time necessary to reevaluageptiogram and determine whether or not there is a
viable alternative.

Public Works

The reductions within Public Works focus on Geh&wand maintenance operations remain focused
on services for street trees, curb/gutter/sidevaalé buildings. Specific areas that members of the
public would notice include elimination of all dotevn area maintenance and special event
support; reduction of curb, gutter and sidewalkarepand reduced frequency of tree trimming.
Potential impacts include accelerated deterioratiopuildings, parking lots and other infrastruetur
assets. One potential impact that is worrisometaff & the liability associated with the reduced
street tree maintenance. The total cost reducton$222,692.

Staff has identified $98,400 in additional reverssed on a 2% franchise fee rate augmentation
from the City's solid waste franchise. The combinegbact of the cost reductions and revenue
augmentation i$321,092.

The loss of special event support may be mitigdtgdhe increased assessment for the Visitor
Attraction District presented during the June 15u@nl meeting. If the City Council approves the
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actions necessary to implement the increased aseetsthe hoteliers who support the assessment
will allocate $20,000 in special event support tét replace a similar allocation included in the
cost reductions described herein.

Total impact of remaining reductions assuming Council selection of Option B - $3,158,781 in
expenditure reductions, 11.5 fulltime and 7.3 part time staff positions eliminated with 8.5
potential layoffs depending on thefinal outcome of the Golden Handshake

Layoff Process

If the City Council approves the FY 2011 budgepesposed in any of the options presented herein,
that action would authorize the layoff process. Titg’'s Personnel Rules define the layoff process.
This process requires the City to notify the empmyorganizations at the time the affected
employees are notified. Human Resources staff plansomplete notification of employee
organizations and affected employees by June Zéci&fd employees must be provided with twenty
(20) working days notice in advance of the layBfiring that time, efforts will be made on behalf of
the affected employees to place them into posittbas are not impacted by the layoffs. Alternate
positions will primarily consist of approved andcaat positions within the City’s enterprise funds.
If alternate positions are not available, the imedcemployees would be discharged on
approximately July 30.

Layoffs are proposed in the following classificagobased on the Council’s selection of Option B
and successful negotiations between managemerharkdrefighters as described previously:

1) Economic Development Manager (1 FTE)
2) Associate Planner (1 FTE)

3) Building Inspector 1l (1 FTE)

4) Code Enforcement Officer I/l (0.5 FTE)
5) Facility Maintenance Worker Il (1 FTE)
6) Facility Maintenance Worker Il (1 FTE)

7) Aquatics Supervisor (1 FTE)

8) Community Services Officer (3 FTES)

9) Police Records Specialist (2 FTES)

It should be noted that of the proposed 11.5 |aydfiree employees have elected to participate in
the Golden Handshake program thus resulting iratheal layoff of 8.5 employees.

If the City Council selects Option A or negotiatioare not successful with the Firefighters, the
above list would be expanded to include three igheérs.

Chamber of Commer ce Budget Task Force Report

On June 1, the Chamber of Commerce presented tlgeBurask Force Report. This report
provided feedback to staff and the City Councilareljng the Chamber’s review of the FY 2011 City
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budget from the business community’s perspectiih wispecific focus on a review of the reduction
strategies presented on March 30.

In addition to providing feedback on the FY 20&#luction strategies, the Chamber Task Force also
recommended that the City Council consider actimnslearly define Council priorities and help
reshape the City organization. Given the new ecanagesalities, it is clear that the City cannot
continue with a “business as usual” approach. Tigarozation must grow smaller, become leaner,
increase efficiency and control certain costsis ifto be successful over the long term. Therefie,
Task Force has identified actions within four braaichtegic areas which are recommended for the
City Council to consider. If these actions are faMby received, the Task Force believes direction t
implement the actions should be provided to thg Mianager.

Momentum for looking at different ways to conductsimess is definitely growing among local

government elected leaders and executive mana@ersune 14, Mayor Davies, Council member
Marble and the City Manager attended a meeting @b YCounty leaders who discussed various
collaborations focused on public agencies thatradeicing their costs through resource sharing.
During this meeting, initiatives such as the Woadkbavis Surface Water Project and the potential
merger of the Davis and UC Davis Fire Departmengsewdiscussed as examples of innovation,
collaboration and cost saving. The Chamber repsotfacuses on these and other areas.

Because of its significance and the effort requitedhoroughly review and consider actions for
implementation, staff is seeking direction from t@é&y Council that approves the Chamber of
Commerce Budget Task Force Report and directs ttyeManager to return to the City Council

with an implementation program for future considiera The report is attached for the Council’s
reference.

Budget and Fiscal Policy

The FY 2010 budget adoption on June 16, 2009 iecluthe approval of the Budget and Fiscal
Policy. As the proposed policy was being considdrngdhe City Council, Council member Marble
asked for specific language that discontinued tlaetize of internal borrowing between categorical
funds within the capital program. This practice lesto significant internal debt that will takeays

to correct within the City’'s capital program. It svauggested at that time that staff insert the
language when the Budget and Fiscal Policy is nexiewed by the City Council as part of the
adoption of the FY 2011 budget.

This Policy is now presented for the City Councifeview and reaffirmation. The revision
addressing the past practice of internal borrovisnghown under section 4.0, Capital Program, Item
4.9, with the following statement:

Discontinue the practice of internal borrowing between enterprise and categorical funds;
funding for capital projects must be determined based on the available resources within
each fund to meet its cash payment or debt service requirements and strategies to balance
each fund and implement fund integrity should be continued.
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In addition, the Chamber of Commerce report listedne of several Fiscal Initiatives discontinuing

the practice of using projected development impees to secure long term debt issued to finance
capital projects. As has been demonstrated byuhert economic conditions, development impact

fees have been an uncertain and unstable sourcevefiue. Therefore, staff proposes to add the
following statement as Item 4.10 to the Budget Bisdal Policy:

Discontinue the practice of issuing bonds for desired capital improvements based on
projected development and the collection of impact fees associated with development. This
source of revenue is dependent on the level of economic activity within the region and is
uncertain and unstable.

Staff believes the above statements addresses Cowgrmber Marble’s request and the concerns
expressed by the Chamber. Staff agrees with thei@udf both statements and, if acceptable to the
City Council, submits the revised Budget and Figtalicy to the City Council for approval as part
of the FY 2011 budget adoption.

Fiscal mpact

The Preliminary Fiscal Year 2011 Operating Buddping presented for adoption reflects the

current economic conditions, the Budget and Fidealicy and balances services desired by
Woodland’s residents, business and the City Countile General Fund budget includes

approximately $3.2 million in expenditure reducg8p®1.5 million in estimated new revenue due to
the approval of Measure V, $825,000 in revised meeeestimates and identified expenditure

savings and up to $307,000 in one time revenueatanbe a $5.8 million gap as discussed in the
March 30 and May 25 budget workshops. Dependintheroption selected, up to 11.5 positions are
proposed for elimination with a lesser number gbfés expected based on the results of the Golden
Handshake program. Additional layoffs could occapehding on the results of labor negotiations
currently in progress at this time.

The following appropriations associated with theligrinary FY 2011 Budget are presented for
adoption:

General Fund - $36,399,765 (Based on selectionptib@® B; subject to adjustment if another option
is selected by Council)

Water Enterprise Fund - $15,931,925
Sewer Enterprise Fund - $17,669,699
Transportation Program - $2,817,711

Redevelopment Agency — $1,322,377
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Public Contact

Posting of the City Council Agenda. The informatjmresented herein regarding the General Fund
was extensively discussed through thétr City, Your Voice’public engagement process, four
City-wide employee meetings and meetings with Asdmn Leaders.

There was also extensive discussion of the FY 2tiet on March 30 and May 25. A copy of the

May 25 and March 30 reports are provided as arclatiant for the Council and community’s
reference.

Recommendation for Action

Staff recommends that the City Council (1) adop ®reliminary Fiscal Year 2011 Operating

Budget based on either Option A or Option B for éflecation of additional resources as described
herein and authorize related actions, including iggeiing of layoff notices to employees; (2)

approve the Chamber of Commerce Budget Task FoeperRand direct the City Manager to return
to the City Council with an implementation progrdor future consideration; and (3) approve

revisions to the Budget and Fiscal Policy as dbedrherein.

Mark G. Deven
City Manager

Attachments: March 30 and May 25 Council Reports
Chamber of Commerce Budget Task Force Report
Revised Budget and Fiscal Policy
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SUBJECT: Discussion of Strategies to Balance th&6¥1 General Fund

Report in Brief

Staff has completed the initial development of 2011 General Fund budget. Unfortunately, th

City’s General Fund revenues will continue to deeliover the next year while expenditures in

certain areas will increase slightly. As a restlti@ decline in revenues, the City’s General Fur
deficit at this time is projected at $5,639,637.

In response to this deficit, the City Manager’s getdreview team has met with all departments a
developed strategies to address the deficit priyndrrough significant reductions in expenditures
These reductions need to correct the City’s cowtiisufiscal imbalance by reducing employee
programs and service levels in a manner that wellsbhstainable over the next ten years. A
departments have cooperated by providing detaitstsoned and prioritized expenditure reductid
options for the City Council and the community tonsider. The information and alternative
presented on March 30 will begin the considerapimtess.

Staff recommends that the City Council receive ghesentation on alternatives to balance the F

Y

2011 General Fund and provide direction that vatuce expenditures to balance the approximate

$5.7 million deficit as described herein.

Background

On June 16, 2009, the City Council adopted the BY02General Fund budget and updated 10-ye
Financial Plan that included strategies to addae®8.8 million deficit. This action culminated thre
months of intense review that included workshopgs@ntations at community meetings an
internal meetings between the City Manager's Oftioel City departments in order to balance tt
General Fund budget. In summary, the City Coungpraved actions that primarily focused o
expenditure reductions generating approximatelyb $&illion in savings to address the loss ¢
General Fund revenues due to the current recesgi@mnomy. The Council also approved

contingency plan to further reduce the General FHoypdpproximately $1.3 million if the City’s

ar

S

P
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bargaining units were unable to reach agreementca@mpensation concessions equal to the
contingency plan that were necessary to balanc&émeral Fund.

On September 1, 2009, the City Council approvedrl@greements that reduced compensation by
nearly $1 million based on the City Manager’s reomndation that strategies could be developed to
meet the remainder of the shortfall. The concessigreed to by the bargaining units included

furloughs that reduced salaries by approximatefet.and employee cost sharing for medical

insurance that maintained the cost to the City @@92levels. The combined impact of these

concessions was compensation reductions of appadeiyn5%o.

The City Manager and a team of Finance and HumaouRees staff began meeting following the
approval of the labor agreements to review the’€ifipancial situation and develop strategies to
address the FY 2010 shortfall. Staff believed thatlose review of mid-year expenditures and
adjustments would resolve the outstanding balance.

In the course of reviewing the City’'s financialusition, staff looked closely at the final FY 2009
revenues and expenditures. Unfortunately, salesmaich had declined significantly in the last
guarter of 2008 and first quarter of 2009 contindleel rapid descent to a 20% year over year
decrease in the second quarter (April-June) of 2@@9a result, the final FY 2009 sales tax was
$8,827,891, a reduction of nearly $500,000 from ébtmate that was revised when the FY 2009
mid-year adjustments were approved. This would Heae a significant negative impact on the
City’s General Fund reserves if not for the faatt@ity departments further reduced spending that
nearly offset most of the reduction.

The FY 2009 reduction in sales tax required staffevaluate the FY 2010 sales tax estimate and
revise the projections downward by $990,000. Thigsion is based on the sales tax consultant’s
analysis that the trend of declining sales tax woltinue through the end of 2010. In additiongoth
City revenues staff is closely monitoring wereifajl short by $350,000. Operating expenses were
also trending higher in certain areas and, whemadal the shortfall projected for FY 2010 after the
labor agreements were approved, the current yeaer@eFund budget required $2,040,785 in
adjustments. As a result of these revised estsnataff presented a list of actions necessary to
balance the FY 2010 budget which included the dsme time revenues and expenditure reductions
totaling $2,182,747. These actions included thesigament of staff to enterprise and non-General
Fund programs, maintaining vacant positions, usitdjtional one time revenue and layoff of three
positions. The City Council approved all of theaeunended actions except for the layoff of the
three staff yet directed the City Manager to achithe nearly $2.2 million in mid-year adjustments.

While the current year General Fund budget shoafdain balanced, it became very clear that
revenue estimates for FY 2011 would be signifigalativer that the estimates projected in May/June
2009 as part of the updated 10-year Plan. Thegaatst were updated by Finance staff in February
based on all available information. In additiong thperating departments presented their FY 2011
expenditure requests. The following informationyides a summary of the General Fund revenue
and expenditure estimates for FY 2011.
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Revenue Estimates

Finance staff completed the first round of revepugections for FY 2011 in February and early

March. As stated previously, the projections aré faworable. Total General Fund revenues are
estimated at $33,837,675 which includes all prgpartd sales tax projections as well as all fees
generated by service charges, franchise agreerapdteperating revenues. With one exception, all
revenue accounts are estimated to be down by aageref 12% from the FY 2011 estimates that
staff developed in May/June 2009. The major logga® in sales tax which is estimated to be down
by $1,915,076 and property tax which is down by03%9,418 compared to the May/June 2009
projections. The combined impact of the revise@sand property tax estimates is a loss of just
under $3 million in anticipated revenue. When careldiwith the projected reduction target for FY

2011 of $2,250,000 staff forecasted in May/JunedZo0 FY 2011, it is easy to understand why the

General Fund would face a significant deficit.

The reduction in sales and property taxes are ttjreglated to the poor economy and require some
additional explanation. As expressed in the Decenmiae 2009 and February 2, 2010 Council
reports, the City’s sales tax consultant continteeshow trend information that Woodland’s sales
tax will decline from the final FY 2009 amount 08.8 million. Updated information provided in
late January from the City’s sales tax consultadicates that the FY 2010 sales tax amount will be
$7.9 million and the amount for FY 2011 will betflslowever, the FY 2010 amount includes some
one-time adjustments that will generate about $BW), as these are one-time adjustments, a flat
sales tax projection needs to subtract the $300@0BY 2011. Therefore, the estimate for FY 2011
is $7,604,184. This estimate is over $1.9 millietolw the $9.5 million estimated for FY 2011 in the
updated 10-year Financial Plan.

The FY 2011 property tax projection is affecteddeglining property values and reassessments that
will reduce payments by 5%-10%. Current 2010 priyp&x income is estimated to be 5% lower
than original estimates at $9.4 million. Based oforimation provided by the County Assessor’s
Office, staff projects the FY 2011 property taxame at $8.7 million which is over $1 million lower
than the original FY 2011 estimate. This is a 7d&6line. It is interesting to note that 2011 wil b
the first year that Proposition 13 properties waitfually decline despite the fact the value of the
properties is below the market.

The estimated reductions in sales and propertystaxe unprecedented in Woodland. Nearly all
local governments are facing similar conditions andst will need to implement significant
structural reductions in order to bring their orgations into fiscal balance.

Other revenues that are down include operatingnmecavhich is derived from fees for City services
and Vehicle In Lieu Fees (VLF). VLF estimates algoampacted by declining property taxes
because the State allocates these fees based oasskesed valuation of properties in each
jurisdiction. Overall, the General Fund revenues eurrently estimated at $33,837,675 which is
$4,733,838 lower than the amount estimated in Mang bf 2009.
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Expenditure Estimates

Expenditure requests from departments were gegetalhsistent with anticipated estimates and
actually came in slightly lower than expected. fStahticipated expenditure requests of
approximately $40.8 million which would have reaar$2.25 million in reductions to balance the
FY 2011 budget. Actual expenditure requests wel®4¥3,372; approximately $1.3 million less
than anticipatedUnfortunately, the expenditure requests still exceed the available revenue by
$5,639,697 which istherefore the current deficit reduction target.

As stated above, departments made a good efforédoce their costs. The FY 2010 mid-year
reductions, especially the transfer of employeesifthe General Fund to the enterprise/non-General
Fund programs certainly helped to contain costgallenents tightened all discretionary expenses
such as supplies and services and even found wayféset increases in non-discretionary expenses
such as utilities. Despite these efforts, persowosts continued to increase because of employees
who are eligible to receive step level increasesséhnel costs also show an increase as staff has
included the estimated expense for the use of warcdtuy outs.It should be noted that the
personnel cost estimates assume that the present level of employee compensation concessions
remain in placefor FY 2011.

I mmediate Actions

The City Management Budget Review Team met withdalpartments to review revenue and
expenditure estimates during the week of March 8Bgphartments were asked to review revenues
and expenditures to make sure all projections \aeceirately stated. There was a special emphasis
on revenues in order to make sure all opportunitigecover costs or maximize income are realized.

Departments were also asked to develop 15% ande2@¥#nditure reduction options. Development
of these options is intended to help identify styégs to meet the reduction target. It is important
note that all departments did an excellent jobdentifying options to reduce their expenditures
despite the fact that there are few, if any, goptions available. During the meetings, department
heads, management analysts and key managers suadhdhe options and provided impact
statements that will help the City Manager and @ouncil evaluate the options. It bears restating
that there are no easy decisions at this time.

Following the departmental budget meetings, they Gdanager and Department Heads met on
March 17 to further discuss the options in ordepriepare the report that will be presented on March
30 for the first of two Council budget workshopsa ®larch 19, the City Manager met with all
employee association representatives to brief themders on the fiscal challenges faced by the
General Fund. During that meeting, the City Managiked the Association leaders for their support
and assistance in order to address the fiscalestgdk. Finally, Citywide Employee Meetings were
held on March 25. In all of these meetings, thegage of all employees working together to meet
the General Fund fiscal challenges was emphasized.
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Your City, Your Voice Draft Report

The draft Your City, Your Voice report is attachaad provided for the City Council and the public
to review. There are two sections that summariferimation. These sections include the Public
Opinion Research Findings Report and Summary ofk&&rCity Services. The following are
comments regarding each section.

Public Opinion Research Findings Report

This section summarizes the results of the webdasevey, stakeholder interviews and focus

groups. The section begins with an overview thahrearizes the number of responses and the
characteristics of the people who participated hia survey. A list of stakeholders who were

interviewed and the characteristics of the focusugs is also included. Finally, a statistical

summary of the responses to each question on thdéased survey is included.

The information provided in this report is very fudeand worthy of study and consideration. In
response to questions regarding their assessmedityokervices, the results are mixed as only a
slight majority (52%) felt that the City providegdod services for my money” and 53% felt that the
City does not manage growth responsibly. Anotherresponse is the assessment of residents and
business owners regarding the City’s support oit@ss and job development. A total of 52% of the
respondents felt that the City does not supporiniess and job development.

The survey also assessed strategies to addre&Gitihe fiscal issues including the generation of
additional revenue and strategies to reduce clmstieasing the sales tax received slightly over 50%
percent support; in comparison, implementing neeperty taxes was opposed by over 70% of the
respondents. Increasing fees for services receiokd support as did combining City departments.
It was also interesting to note that nearly 53%h&f respondents opposed reducing benefits and
salaries for City staff and over 57% disagreed Vétloffs.

The menu of options for reducing City services med some clear preferences although very few
of the options actually rated a majority responBer example, approximately 48% of the
respondents favored reducing Library hours; howexéft opposed this idea. One option that
generated majority support with 55% of respondextéding their agreement was a reduction in
Community Center hours. Staff’s review of the mixedults suggests that most respondents believe
there are few excellent options available.

Summary of Ranked City Services

The web based survey asked respondents to revie@itg services and assign a ranking of 1-10 to
each. This information was reviewed by the constiltegho worked with staff on this project, Kim
Floyd. Kim ranked the services by using a weighsggtem that assigned a point value based on the
selected priority. The point system assigned 1@tgdior a #1 priority response, 9 points for a #2
priority response, 8 points for a #3 priority respe, 7 points for a #4 priority response, 6 pdiots

a #5 priority response, 5 points for a #6 priorggponse, 4 points for a #7 priority response,itpo

for a #8 priority response, 2 points for a #9 ptyoresponse and 1 point for a #10 priority resgons
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The total number of priority responses was mukiglby the weighted factor for each service. As an
example, 397 respondents rated public safety as#fepriority; the weighting system multiplied
397 by 10 to generate 3,970 points of the totahisagenerated by responses to public safety.

The attached excel spread sheet provides the e¢taisponses and weighting. Based on this system,
the priorities identified in the survey are asdulk.

Public Safety (police and fire)

Street Maintenance

Economic Development

Traffic Management

Planning, Zoning and Permitting
Communication with Residents

Code Enforcement

Library Services

Parks and Athletic Fields

0. Community Recreation Facilities and Programs

BOONOOR~WNE

Staff believes this information is very valuablelamhould be considered as options are identified to
balance the General Fund budget. While valuablis, itnportant to note that the ranking was not

intended to be used as a public mandate for tleealbn of the General Fund resources. The
ranking, as well as all other information generaigdhe Your City, Your Voice process, is one of

several tools available for the City Manager anty @ouncil to consider throughout the budget

process.

The work described herein led to the developmemptibns that will be presented in the following
section of this report. This discussion will beginsummarizing the level of reductions necessary to
achieve 15% and 20% reductions in each departrii@etnext discussion will present two options
for the City Council to consider. These optionsogrize the high priority of services such as public
safety and street maintenance yet also attemptowide the best balance of other services that the
reduced resources will allow. The final reductionl likely be developed through a combination of
factors that will be influenced by the City Courgitonsideration and public discussion.

Finally, it is important for the City Council to tethat staff is presenting options that do notiases

the passage of the sales tax measure and wilhathie level of expenditure reductions necessary to
address the nearly $5.7 million imbalance. In faggery effort should be made to achieve reductions
over the identified imbalance since revenues apeerd to increase at a much slower pace than
expenditures during the next five years as the &aento region, California and United States
recovers from the current recession. If this imbedais not addressed, the City will continue with a
structural imbalance that will require constantuatinent.Staff believes that the programmed use

of reserves and one time funds to maintain a fiscal imbalanceis not an appropriate strategy.
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Discussion

As stated previously herein, the departments ptedereduction options of 15% and 20% for
discussion purposes. This exercise allowed the rtteapats to generate a prioritized list of
reductions which were discussed during the depatmhdudget meetings. Despite the fact that
there are few, if any, acceptable reduction optianailable, the departments did a good job of
providing well reasoned and objective information.

The following table summarizes the 15% and 20% edjbere reduction targets that were initially
discussed during the department budget meetings:

15% Reduction 20% Reduction
Administration $296,958 $395,945
Community Development $285,931 $381,242
Fire $1,327,478 $1,769,970
Library $162,812 $217,082
Parks & Recreation $457,788 $610,384
Police $2,261,188 $3,014,917
Public Works $168,714 $224,952
Total $4,960,869 $6,614,492

Consideration of the 15% and 20% reduction targetserated two conclusions. First, across the
board reductions of 15% and 20% is not a soundegtyaWhile 20% may be an appropriate target
for certain services, such a level for all serviaesild not be appropriate, especially considerimg t
priority ranking and other information generatedthg Your City, Your Voice process. In addition,
the level of reductions necessary to achieve fisaknce will need to be greater than 15% although
not as high as 20%.

Therefore, staff has developed two alternativestierCity Council to discuss and consider. These
options attempt to keep reductions to public safetyess than 20% in recognition of the high
priority these services hold for most citizensatidition, the options still maintain a commitmemnt t
the medium priority services such as Planning, @Zgrand Permitting and Code Enforcement.
Finally, the options do force a choice betweenltveer priority services of Library services and
Parks & Recreation. While very important to the lgyaof life in Woodland, the current level of
resources within the General Fund will not pernithbservices to be offered. The following
information provides a summary of the reductioriaps listed by each City department.

Alternative #1
Administration

The Administration office includes the City Manage©Office, City Council, City Clerk, Human
Resources, Finance and Information Technology.ghiicant amount of the expenditures in this
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area are contract services for activities sucthagCity Attorney, Risk Management, Local Agency
Formation Commission, required annual audits aadtielns.

Review of Administration has identifi€hP46,893 in expenditure reductions. The reductions include
the elimination of the Council contingency accoupért time work hours and miscellaneous
operating accounts. The most significant reduasahe elimination of General Fund support for the
Economic Development program which saves $128,BB8&. reduction will require a reorganization
of the Redevelopment program and the involuntaygffeof one position.

Staff will be reviewing Administration for additiah reductions in personnel and operating
expenses. There may also be some movement in Astnaition if Golden Handshakes are offered to
eligible employees.

Community Development

Expenditure reductions in Community Developmentufcon the elimination of a vacant
administrative support position, a building inspaetposition and an associate planner position. In
addition, the full time code enforcement positioil Wwe funded between the General Fund and
utility enterprise fund; the incumbent Code Enfonemt Specialist will split time between his
current responsibilities and environmental rescarddese proposed actions will gene&880,719

in savings and result in the loss of one vacanitiposand layoff of two full time staff and one par
time staff.

The impacts of the proposed actions include additidime necessary to process development
applications, especially those applications thajuire discretionary approval by the Planning
Commission and City Council. Planning Commissioretimgs will be reduced to once per month
and staff support will no longer be available tgpmort the Historical Preservation Commission.
Without staff support, the HPC will either operate an informal advisory group or need to be
suspended until staffing levels can support theaifm.

Fire

The proposed reduction for the Fire Departmenhés élimination of one Fire Engine Company,
usually referred to as the Fourth Engine Compahys &ction would also include a reduction of one
Battalion Chief, reduction of one Facility Maintem@ Worker as well as nine professional
firefighter positions. Due to the three vacantfigieter positions, the total layoffs would be eight
employees, including seven sworn positions. A tot&1,590,504 would be generated through these
actions.

There are several impacts associated with thisqzegh reduction. The current four minute response
time adopted in the City’s General Plan could nggkr be met which would require the fire service
element to be amended. National minimum staffimgaards that have been recognized for urban
fire departments serving Woodland’s population k#HsE3 firefighters plus two chief officers would
be reduced to nine firefighters. It will become maiifficult for the Fire Department to handle the
same or separate alarms and simultaneous callshwharld likely generate more mutual aid
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requests from Davis and other neighboring agen€esversely, the reduced staffing will make it
more difficult for Woodland units to respond to mmait aid requests from the same agencies that
respond to assist Woodland.

Other impacts will be felt, including reduced tiagy proactive company inspections and
maintenance of equipment. It is possible that lssrand homeowner insurance rates may increase
based on the evaluation of the ISO, a national rorgéion that assesses liability and causality
insurance risk. In 2008, the ISO rated Woodlandfably based, in part, on the level of fire
resources maintained by the City. When the 1SOrmsttio Woodland in the future, reduced fire
staffing could have an unfavorable impact on th@'$Srating. An unfavorable rating could in turn
generate higher insurance premiums for Woodlandieets and business owners over time. This
reduction could also serve to constrain furthemghon Woodland as the fire resources necessary to
support residential, commercial and industrial degwment would be limited.

Library

Alternative #1 includes the proposed eliminationathtfGeneral Fund support for the Library. This
proposed action would eliminate the current 30-d0r& per week of services. The following well
documented performance measures generated by timawaty’s use of Library services would be
no longer provided until funding is restored:

» Over 263,000 visits were documented at the Libtasy year, an average of 22,000 per
month

» Circulation of the collection grew for the fifth eeecutive year to 349,138

» 304 special programs attracted 11,573 participants

» Literacy program participation served 418 adultrieas with 90 tutors

* Volunteer hours increased from 318 to 517

These measures are only a sample of the outstaadtities provided at the Library each year. It
is important to note that despite the reductiobibrary funding each year, participation contintes
increase which appears to be directly associatddtihve downturn in the economy.

If all General Fund support for the Library wasmhated, a total 0$946,766 of net savings would
be generated. This potential action would resuthelayoff of five full time positions.

Parks & Recreation

Alternative #1 proposes to implement reductiondtoks & Recreation at the 20% level which
would further reduce park maintenance by reducupgpbes and services, eliminating seasonal part
time park maintenance staff, eliminating a facilihaintenance worker, aquatics supervisor and
administrative support position. These proposedictons would delay services provided at the
Community & Senior Center counter, delay “turn arduof events at the Center, reduce the quality
of maintenance for play areas, restrooms, picngasrand the general appearance of parks,
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especially due to trash/debris accumulation, egaimgmepairs and landscaped areas. In addition,
there would be slower repairs to the Brooks Swimt&e cemetery maintenance and tree trimming.

Recreation program reductions would include no éorgyoviding winter (approximately November
— February) operation of the Brooks Swim Centercivhivould have a significant impact on the
Woodland Swim Team. This specific reduction is jmsgd due to the high cost to operate the pool
in the winter months. The loss of administrativpmart will have an adverse impact on the Parks &
Recreation Commission and require Recreation Sigmes/to spend more time supporting office
operations and less time overseeing programs. ditiaa, the potential reductions would eliminate
operation of the Woodland Senior Center progranassamvices.

The total savings projected by the proposed Altarea#l expenditure reductions to Parks &
Recreation is$659,805. A total of three full time staff members would bisaharged through lay
offs and part time work hours equivalent to 7.3ippass would be eliminated.

Police

The proposed expenditure reductions for the Polidepartment would eliminate certain
administrative, support and special operations Waaild impact both civilian and sworn staff. The
projected savings from these reductions$1695,768. A total of six sworn and five non-sworn
positions would be eliminated. Because of the tlw@sant sworn positions, actual layoffs would
total eight, including three sworn officers.

The reductions include a 5% decrease in the Yolerfgency Communications Agency (YECA)
contract and elimination of graffiti removal, the®unit, court liaison service and Woodland’s
participation in the Yolo Narcotics Enforcement re@ ONET). In addition, the Police Department
is projecting a renegotiated agreement with theoY@bunty Sheriff’'s Animal Services program that
is projected to save approximately $400,000. As @maincil will recall, an effort to reach an
agreement with Animal Services in 2008 that woulvén achieved similar savings was not
successful.

Potential additional savings were identified witle reduction of civilian staff members in the crime
analysis unit, records, and patrol. These positsupgport investigations, patrol and traffic operas
which will also be impacted. Sworn officer positsowere also identified for reductions, including
DUI enforcement, a traffic sergeant, YONET officqrrofessional standards and the School
Resource Officers. The total positions impactedhgyreductions are six sworn and five non-sworn
positions.

The 5% YECA contract reduction was generated byngavthe Agency was able to identify and
pass through to their members. However, thereigndisant impacts associated with the balance of
the reductions. Eliminating graffiti removal wilethy eradication as City crews and others adjust to
develop another method to remove the unsightly aksm. While loss of the K-9 unit will not
affect the officer assigned to this detail, researwill no longer be available to support trainargl
care of the dog. The court liaison service proviseseduling notification to prevent officers from
reporting to court if their appearance has beenyel or the case is settled which saves overtime.
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YONET is the regional narcotics unit which would lemger be available to the Woodland Police
Department, thus leaving narcotics enforcemerdallresources.

Support services such as records and crime anaysisery important to the Police Department.
Records, as discussed on February 2, processematfon necessary to keep police officers across
the nation informed regarding arrest warrants ahdrccritical information. This function went to a
24/7/365 operation in 2005 in order to meet lawoesdment needs. In addition, the potential
reduction will reduce the availability of staff tperate the front counter in the Police Department
which will impact service to the public. Crime aysb supports detectives and other officers
actively investigating incidents; this potentiativetion will impact the efficiency and effectiveses
of investigations. Finally, the loss of two fieldo@munity Service Officers will impact patrol
activities because these CSO'’s often take reportadn-emergency calls. In 2009, the CSO'’s took
630 reports which freed up patrol officers for athetivities.

The proposed reduction of sworn officers assigreedpecial enforcement programs will impact
several areas. Elimination of the DUI enforcemefiicer will remove the special enforcement
efforts in a very important area; last year, thiegpam generated 55 DUI arrests and supported
saturation patrols, sobriety checkpoints and otiesreral enforcement activities. The professional
standards sergeant conducts internal affairs irgag&ins and supports training and recruitment;
these duties would be reassigned to remaining comdmstaff and would certainly take longer to
complete. Elimination of a traffic sergeant willdtee supervision of the traffic unit, reduce
proactive traffic enforcement and delay review ehicle accident reports which help determine
where traffic officers are assigned. Finally, thetgmtial loss of two School Resource Officers will
have a major impact on school campus safety. 2@ SRO’s were responsible for 11,991
contacts and 112 arrests. These officers workedp@®ial events and are a visible deterrent to
inappropriate behavior and criminal activity on di@land high school campuses.

Public Works

The potential reductions within Public Works foars General Fund maintenance operations which
represents about $1.1 million of the Departmen®S #illion annual budget. In order to achieve a
20% expenditure reduction, services for streetsirearb/gutter/sidewalk and buildings would be
affected. Specific area that members of the pullauld notice includes elimination of all
downtown area maintenance and special event syppdttction of curb, gutter and sidewalk repair;
reduced frequency of tree trimming. Potential intpaclude accelerated deterioration of buildings,
parking lots and other infrastructure assets. Qoterpial impact that is worrisome to staff is the
liability associated with the reduced street tregmenance. The total cost reductions are $222,692.

Staff has identified $98,400 in additional revermased on a 2% franchise fee rate augmentation
from the City’s solid waste franchise. The combinegbact of the cost reductions and revenue
augmentation i$321,092.

Total Impact - $5,791,547, elimination of 11 full time positions, 7.3 FTE and X potential layoffs
depending on thefinal results of the Golden Handshake program
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Alternative #2

Staff is currently working on an Alternative #2 theould increase reductions in Parks & Recreation
as well as other areas in order to fund the Libedrthe 20% reduction level projected at 20 hours
per week. The Library Services Director estimateat approximately $868,000 would be needed to
operate the Library at 20 hours per week. Staff ilastified an additional $500,000 in potential
reductions in Parks & Recreation that will furtipact maintenance and programs. These impacts
will include the following:

* Youth or adult recreation leagues

* Cemetery maintenance

* Aquatics maintenance

» Elimination of all aquatics programs

In order to fund the Library at the 20% level, &taill need to identify an additional $360,000 from
other General Fund activities. Given the levelazfuctions discussed thus far that will certainly no
be easy.

Sales Tax | mpact

The City Council’s decision to place a quarter-ceales tax measure on the June 8 ballot does
provide options for Woodland citizens to considetiéu of the expenditure and service reductions
discussed herein. This measure has a four-yearaadms expected to generate $1.5 million in the
first year and $1.75 to $2 million in the three semding years. The lower first year estimate iethas

on the time required for the state to establishptoeedures for collecting the higher amount. In
addition to the sales tax measure, the June hattdes three advisory measures. These measures
were presented on the February 2 and are summdeted:

Shall any voter approved sales tax in the City of Woodland provide 30% of the sales tax received to
the Woodland Public Library to restore educational and literacy programs and maintain library
operating hours at 54 hours per week?

Shall any voter approved sales tax in the City of Woodland provide 30% of the sales tax received to
the Woodland Parks & Recreation Department to maintain current levels of park and public
landscape maintenance and senior citizen programs?

Shall any voter approved sales tax in the City of Woodland provide 40% of the sales tax received to
Public Safety services within the Woodland Police Department and Woodland Fire Department to
maintain the current number of sworn police officers and firefighters?

If the sales tax measure and advisory measureappreved, the 30% allocation of the $1.5 million
would be $450,000 for the Library and Parks & Ratiom. The 40% allocation for public safety would
be $600,000.
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As stated herein, the proposed reductions listelternative #1 for the Library, Parks & Recreation
Police and Fire Departments are nearly $4.9 millidis level of reduction cannot be entirely offegt
an additional $1.5 million. However, staff believbat the additional sales tax proceeds can beinsed
a manner that accomplishes the following:

* Provides an allocation to the Library that will gethe facility open at the current level of
service

* Provides an allocation to Parks & Recreation thiit keep the Senior Center program in
operation and allow acceptable levels of park ardiplandscape maintenance

* Reduce the public safety impacts to the point ttiete would be no layoff of sworn personnel
although there would be reductions in non-sworritipos

It is important to note that the advisory measwere developed by staff in late January and predent
to the City Council initially on February 2 and agan February 9. At that time not all of the Gexter
Fund revenue estimates were completed. The magmmégchanger” was the final estimate developed
for property tax. As the Council will recall, stafévised the property tax estimates for FY 2010
significantly downward in May/June 2009 in respotséeclining property values and reassessments.
Estimates for FY 2011 were developed based orethsad projection which staff believed at the time
was appropriately conservative. As the collecti@ssilts from the County were reported to stafaie |
January/early February and fully evaluated forRNe2011 revenue estimates, the revised property tax
estimate of over $1 million less than originallytieipated became clear. Unfortunately, the language
for the sales tax and advisory measures was alfedized.

Meet and Confer | ssues

Despite this situation, staff believes there magther opportunities for identifying resources thald

be reallocated to meet the intent of the advisaggsuares. On Friday, March 19, the City Manager met
with representatives of the City’'s employee assiatia to discuss the City’s financial situationwis
made clear during that meeting that significanteexjiture reductions for the General Fund would be
necessary. The City Manager asked for the emplagseciationssupport andhelp for the City and

the community during this time of severe fiscalllgmges. Further discussions will occur as the City
conducts meet and confer sessions to discuss $agaff negotiates with associations which had one
year agreements that expire on June 30. Staffvieslithat the employee associations accepted the
message and fully understand the potential impacthe community and City organization if the
reductions described herein are fully implemented.

Employee Cost Saving Committee

In addition, the employee cost saving committeekimgron a study of cost saving strategies completed
their work earlier this year. The committee revidw#37 suggestions; 77 of the suggestions were
evaluated as duplicates, 44 have already beennmepked seven would have an impact on non-General
Fund programs. A total of 115 suggestions wereemesd in greater detail for feasibility. It is impemt
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to note that several of the recommended suggesévakiated as potentially valuable from a cost
saving standpoint are meet and confer items theg &a impact on compensation.

Conclusion

As was the case last year, there is much work tindarder to prepare the FY 2011 budget and
updated 10-Year Financial Plan. The economy remancsrtain and resources will likely be scarce
in the near future. Despite the uncertainty, tHermation generated by the Your City, Your Voice
community engagement process provides some lewahaérstanding regarding how citizens view
City government. Staff believes that the poterdigtions summarized within this report address the
highest priority needs of Woodland residents andirtass ownersvithin the available General
Fund resources.

Nevertheless, many citizens will find that the me@d actions such as the complete closure of the
Library are unacceptable. The Council’'s decisiopléze the sales tax and advisory measures on the
June ballot will provide further opportunity fortizens to express their priorities for resource
allocation. Voter approval to increase the sales lig a quarter-cent and diligent work with
employee associations may yet identify additioredources to meet the intent of the advisory
measures.

Given the situation, there is no other alternathan to grapple with the problem and work the issue
until it is resolved to the best of our abiliti€duccess will be dependent on the entire community
working together to avoid the most objectionablegpam and service reductions.

Fiscal I mpact

The potential actions described herein provide@itg Council with options that will reduce the
City’'s General Fund budget in order to offset therent shortfall identified as $5,639,637. If the
four-year sales tax measure is approved, an addlti$1.5 million in FY 2011 and $1.75 - $2
million will be generated that will allow certaiibtary, parks & recreation and public safety segsgic

to be funded.

It is imperative that the City Council consider wetions and ultimately approve reductions that will

address the current fiscal imbalan8eaff believes that the programmed use of reserves and one
time fundsto maintain a fiscal imbalance isnot an appropriate strategy.

Public Contact

Posting of the City Council agenda. The City Mamagleo met with the leadership of the City’s
employee associations on March 19 and conductgdviiite employee meetings on March 25. In
addition, the City Manager has also been meetirig viChamber of Commerce task force that has
been formed to review the City’s General Fund btidge
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Recommendation for Action

Staff recommends that the City Council receive ghesentation on alternatives to balance the FY
2011 General Fund and provide direction that vatluce expenditures to balance the approximate
$5.7 million deficit as described herein.

Mark G. Deven
City Manager

Attachments



City of Woodland

.
REPORT TO MAYOR AND CITY COUNCIL | [fCENPAITEM

TO: THE HONORABLE MAYOR

AND CITY COUNCIL DATE: May 25, 2010

SUBJECT: Fiscal Year 2011 Proposed Operating Budgdate and 10-Year
Financial Plan

Report in Brief

On March 30, 2010 staff presented strategies toceethe General Fund budget in order to address a
projected $5.8 million deficit. The objective ofetlpresentation was to discuss the strategies and
receive direction from the City Council.

Staff presented the strategies and there was signifdiscussion from employees and citizens who
expressed concerns regarding the reductions andagbeciated impact on jobs, programs and
services. The City Council made several commergardeng specific reductions. However, ther
was no substantive direction provided by the Cibugxil as a group. Therefore, staff has proceeded
to list the reductions strategies discussed on Maftas the most viable options for addressing the
$5.8 million General Fund deficit although othetiops may be considered depending on Coungil
direction and priorities.

There have been other activities associated wehFth 2011 budget since the March 30 workshop.
Management staff has held meetings with most ofditys bargaining units and some progress has
been made to collaboratively reduce expenses. Revand expenditure estimates in all funds are
being refined. The City Manager had had severaltimge with a Task Force formed by th
Chamber of Commerce who are looking at the Citysedl issues from the perspective of th
business community. Other options for resourcecation have been reviewed and will be presentgd
herein as alternatives. Finally, staff has deveadop@-year Financial Plans for all City funds which
will facilitate the City Council’s and communityteview of the City’s fiscal condition from a long
range perspective. The significant issues assaciaith these activities will be reviewed during th
May 25 budget workshop.

v

Staff recommends that the City Council review aothment on the proposed Fiscal Year 2011
operating budget and FY 2011 through FY 2020 10-y@aancial Plan and provide direction fo
changes, if any. The Council’s direction will beanporated into the preliminary FY 2011 operating
budget that will be presented for adoption at timeeJ15, 2010 City Council meeting or as soon @as
possible thereafter so that a budget is in plaginbéeng July 1, 2010.
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Background

The March 30 budget workshop presented the woss iaancial plan for the City’'s General Fund.
In order to balance the FY 2011 projected defi@fuctions of approximately $5.8 million are
necessary with the loss of 35.25 positions and 2&§%offs. Please note that the change in the
position loss and layoff numbers from the Marchrdfort are due to the loss of the Library’s
literacy program because the funding authority meguthe activity to be associated with a public
library and cannot be transferred to another locatlhe potential strategies included the complete
closure of the Woodland Public Library; eliminatioha fire engine company; loss of sworn police
officer positions and resources dedicated to nmxe@nforcement, traffic safety and records; furthe
reductions in parks & recreation, including theslasf all staff support for the senior citizens
program and off-season closure of the pool; andieétion of all City support for special events.

Unfortunately, the level of program/service levetluctions was significant, far ranging and nearly
intolerable to many members of the community angleyees. It is important to note that the
reductions discussed on March 30 follow two yedrdifficult City budgets. The FY 2009 budget
was adopted in June 2008 with approximately $3ionilin expenditure reductions and $3 million in
one-time funds to offset a deficit of over $6 noilli In February 2009, mid-year adjustments
required an additional $2.4 million in expendituegluctions and use of one time money. Last year,
the Council's adoption of the current FY 2010 budgsuired expenditure reductions of over $5
million and concessions from bargaining units oé$1 million to address a $6.3 million deficit.
On February 2, an additional mid-year shortfalafmillion required further expenditure reductions
and utilization of one time revenues. The reduditmat have been implemented over the last two
years have caused the City to reduce its work foyc&8% and reduce compensation to employees
by approximately 5%.

While many of the program/service level reductionplemented over the last two years have been
significant and noticeable, the City has found waysnaintain the highest priority activities at a
tolerable level. As an example, the Library hastiomed to operate, albeit at approximately 30-40
hours per week down from 54 hours per week two syeayo. Despite the loss of 33% of its
resources, 22 positions and all management staffksP& Recreation continues to offer an
acceptable and commendable level of service thrangHeadership of the remaining supervisory
employees led by the Chief of Police who is cullsesérving as that Department’s interim director.
Both the Library and Parks & Recreation benefifroommunity support generated by volunteers
who assist daily operations in a variety of ways.

Therefore, the General Fund reductions presentddaych 30 had major impacts to the remaining
programs and services. There are simply few optieadable given the level of previous reductions
and the decline in General Fund revenue. To iddstfurther, the City’s estimated General Fund
revenueless Measure Hs $30,346,583; this level of revenue is approxatyaequal to the City’s
General Fund revenue generated seven years ago2004.

Using FY 2004 as a baseline for comparison purpataff reviewed the allocation of General Fund
resources between all departments. This allocatias based on the amount of the General Fund
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less charge backs to other funds and departmentalanues generated by fees and charges. This
amount is primarily generated through taxes colledt from property, sales and hotels and is
commonly referred to the “discretionary” General Fu revenue.In FY 2004, the discretionary
General Fund revenue was $21,828,255. The amowilable for FY 2011 is $22,861,644. The
following table summarizes the percentage allocatio

Department 2004 Budget 2011 Request
Administration 0.4% 0.4%
Community Development (-) 2.0%* 2.3%
Finance 1% 0.2%
Parks & Recreation 15.3% 11.6%
Police 43.3% 62.6%
Fire 22.6% 36.6%
Library 4.7% 4.7%
Public Works 10.8% 4.5%
Transfers** 0.9% 1.7%
Total 97% 125%

Notes: * Community Development generated feesdffaet its entire operation in FY 2004.
** Transfers primarily include funds that are calied for expenses such as debt service and
General Fund subsidies to the cemetery and stosin dperations.

The above table illustrates the challenge assatiai¢h balancing the FY 2011 General Fund
budget with revenues that are approximately equ&Y 2004. Over the last several years, Public
Works and Parks & Recreation have seen their sbfatbe General Fund significantly reduced.
Most of the remaining departments are flat withekeeption of Police and Fire. In FY 2004, Police
and Fire accounted for 65.9% of discretionary GainBund revenues. The requested expenditures
for Police and Fire in FY 2011 are 99.2% of thimedactor.

It is important to note that the above table anthm@nts are not intended to be critical of the Rolic
and Fire departments’ budget requests or previessurce allocation decisions. The community and
the City Council expect that these critical puldafety functions be well funded and that the men
and women who staff these departments have thenesoavailable to serve and protect the public.
The primary point that is illustrated in the abaable is that it is virtually impossible to addreéke
projected FY 2011 General Fund deficit without imipag service levels in all departments,
including public safety. That is because the radustthat have been implemented the previous two
years have primarily impacted other departmentsriter to reflect the high priority held by public
safety. As a result, it was the City Manager’s aad unfortunate responsibility to present FY 2011
reduction strategies that included the eliminatball General Fund support for the Library, lo$s o
a fire engine company, reduction of sworn policéicefs and civilian support positions and
elimination of part time positions at the Senion(e.
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Following the March 30 meeting, staff has focusedtlte following activities in association with
preparing the FY 2011 budget:

» Met with Bargaining Units to determine their intsfrén further compensation reductions and
support for another round of the retirement inaentiGolden Handshake” program;

» Continued to carefully review revenue and expemdiastimates;

* Reviewed options for reallocating resources for liftghest priorities identified by the City
Council;

» Developed 10-year Financial Plans for the Geneusldi-combined Transportation Funds,
Water Enterprise Fund, Sewer Enterprise Fund anigwdopment Funds.

The balance of this report will focus on the pregrenade on the above items.

Discussion
Meetings with Bargaining Units

Following the March 30 Council Budget Workshop, @gy's Designated Representatives have
communicated with or held meetings with all empkyerganizations regarding the Golden
Handshake program. General negotiation meetingsinafgogress with those associations with
agreements that expire on June 30, 2010 (generplogees, mid-management, and fire mid-
management). It is important to note that theifyfgers, police officers and police mid-management
all have three-year agreements which include angkgear of furloughs in FY 2011.

Each employee association expressed their supporpdrticipating in the Golden Handshake
program should it be offered. Following the suppertresponse from the associations, the City
Manager authorized a citywide email advising allptoyees of the potential availability of the

program and a follow up email sent to only thoseleyees who are eligible to participate. To be
eligible, an employee must be age 50 years or andrvested in CalPERS with five or more years
of service.

As the Council will recall, the Golden Handshakegram has been a very effective tool for
reducing the City’s staffing during this severe mmmic downturn. Two previous rounds of Golden
Handshakes have facilitated the early retiremeni®femployees. It is certain that without this
program there would have been an equal or greataber of layoffs. One concern associated with
the Golden Handshake is the cost of the program.t®o rounds offered in 2009 and earlier this
year increased the City’s future retirement burbgr$805,470. However, under the terms set by
CalPERS, this amount is amortized over 20 yearstha@dayments do not begin until two years
after the program is implemented. Therefore, thig'€annual payment from these two rounds is
$72,791 annually beginning in 2012 in comparisorapproximately $1.8 million of total annual
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compensation that would have been paid in lieuanfyeretirements. Staff believes that the Golden
Handshake is an effective way to reduce the Cityadfing and is certainly more acceptable to
employees than layoffs.

If the City Council remains supportive of this pragn which could help offset the need to layoff up
to 28.25 employees depending in the results ofitime 8 election, two actions will need to occur.
The first action is Council approval of the costdaprogram information which needs to be
scheduled on June 29, 2010. The second actionakdpproval of the program scheduled for July
20, 2010. If the Council approves the actions desdr herein, the “window” for the Golden
Handshake would open on July 22 and close on arauddlanuary 2011. The final date will be
decided based on the employees who express int&iase announcing the potential availability of
the program, nearly 30 employees have expressext#tf some of which are on the proposed layoff
list. Based on previous experience, about halheféamployees who show interest will actually sign
up for the program if approved and that number delbend on the Council’s approval of layoffs.

The City’'s Designated Representatives have heldlymtive and positive meetings with the
Woodland Professional Firefighters Association Bimd Mid-Management Association.

Finally, City Representatives have also held mestiwith employee organizations representing
general employees and mid-management. Based afidgt@ssions, it is possible that negotiations
with the general employees and mid-managementnwilbe completed before the start of the fiscal
year as it appears that these units are waitimgg@age in substantive dialog. The hesitancy seems t
be associated with waiting for the result of thecdssions with the firefighters, voter consideratio
of the sales tax measure and Council action onF¥ie2011 budget. A major concern to City
management is that a delay in concluding negotiatintil after the start of FY 2011 could delay
implementation of a second year of furloughs fer general employees and mid-management.

Given the pace and results of the negotiationsy @ianagement has no choice other than to
continue to prepare for the layoffs presented i@ Miarch 30 report and additional layoffs if
furloughs are not extended for the general emplyaed mid-management into FY 2011. If
furloughs do not continue for the members of tressociations, management will need to propose
additional layoffs because the $5.8 million in retibns discussed on March 30 assumed that
furloughs would continue for all units.

Review of Revenue and Expenditures

The City Manager and the Budget Review Team haveiraged to look closely at revenues and
expenditures in order to refine projections andn@ra all alternatives to offset the reductions
discussed on March 30.

On May 12, staff met with the City’s sales tax adtent who provided detailed information on the
fourth quarter 2009 results and an updated fordoashe balance of FY 2010 and FY 2011. There
are indications that the economy is beginning t@rga from the most significant downturn since
the Great Depression. Staff is reviewing this infation to evaluate whether or not estimates can be
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favorably revised. Given the currently weak econpany favorable revision needs to be carefully
considered.

Staff remains confident that the cost reductiosswised on March 30 can be achieved if furloughs
for all employees continue and the firefighter ¢éwee issue is resolved. If either of these issses i
not resolved than staff would need to look for &ddal reductions that would require layoffs.

One area of concern associated with the cost redhscts the Animal Services contract with the
Sheriff's Department. As the Council will recalhet Police Department has proposed a nearly
$400,000 reduction based on a revised model oficeer™mhe revised model would shift from
sheltering animals to returning strays to their ewsnUse of the shelter facility would be minimized
and the City would need to hire, train and equipAarimal Services officer. Fees and services
associated with services to Woodland residents avbalused to offset the City’s share of the costs
to the point that the net General Fund impact lees kestimated to be $105,000.

As the Council is aware, modification of the Anin&#rvices agreement was attempted in 2008 in
response to similar fiscal issues. At that time Badice Department attempted to negotiate the
modification with Animal Services and while somegress was made to reduce operating costs, the
effort fell short of the savings envisioned wheogosed. In July 2008, the City Council approved
the Animal Services agreement and the FY 2009 bduegeired an augmentation of $446,000.

On May 12, city managers from three of the fourdroities and the County Administrative Officer

(CAO) met to review Animal Services and discussepbal cost savings. During the meeting, the
CAO stated that the FY 2011 Animal Service budgas weduced by $410,000 in the patrol and
shelter operation areas. The CAO will provide adddl information very soon regarding the

potential impact of these reductions on the citiesaddition, the CAO will discuss the need for the
Animal Services to consider changes to the proghanwill reduce costs to the cities. However, the
CAO noted that he holds little, if any, leveragetbea Sheriff's Department to force a change. While
staff certainly remains interested in achieving teeel of reductions proposed by the Police
Department, a contingency plan needs to be dewélopease a result similar to July 2008 occurs
this year.

Reallocation of Resources to Meet Council and Commity Priorities

During the March 30 meeting, the Council and memh#rthe community raised objections to
certain reductions, especially the closure of thwdry and loss of sworn public safety officers. At
this point, staff believes the best alternativéhis passage of the sales tax measure and the adviso
measures that will provide enough additional resesioffset the reductions in these areas.

One other alternative that the Council could comsid to reallocate Measure E funds currently
allocated to local streets and roads for eitherliibeary or public safety. This alternative would
require 4/5 Council approval as stipulated by treabure E resolution adopted in 2006.

Serious consideration of this action requires &ewf the current use of these funds and the itnpac
on Woodland’s local streets and roads. In Octol#72 the City Council approved the annual
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allocation of $750,000 to the Public Works Deparititeeroad crew. This is a priority use of the

funding as it allows crews to perform preparatoorkvor road rehabilitation such as slurry seal and
reconstruction projects at a cost significantlyslésan the cost of paying a contractor. In addjtion
the current allocation of Measure E for roads witid the Kentucky Avenue Reconstruction Project
in 2016 per the current capital budget. This mtjeas identified as a high priority by the public

when Measure E was approved.

If Council directed reallocation of the $750,000haal Measure E funding for the remaining life of
the measure a reduction of $3.3 million in roadppratory work and a reduction of $2.3M of road
reconstruction will occur over the life of the pram. The impacts of these reductions will be
significant increases in future road project castshe infrastructure deteriorates. Simply stateak)
preparatory work becomes a rehabilitation projent aoad rehabilitation becomes a road
reconstruction project.

To illustrate further, given an average cost foeparatory work of $0.40 per square foot, this
correlates to approximately 65 miles (45%) of loaall collector roadways that will not receive
surface maintenance through the life of Measurd Be current local and collector roadway system
has an overall Pavement Condition Index (PCIl) ath 66 (ranked out of 100). The PCl is a
numerical index, ranging from O for failed pavement.00 for pavement in perfect condition, used
to indicate the condition of a roadway. The PClthod was developed by the U.S. Army Corp of
Engineers and is based upon the results of a vearalition survey which identifies distress type,
severity and quantity. Applying the roadway degtaxhathat has historically been tracked on local
and collector roadways and the funding remainingrdahe reallocation, it is estimated that the loca
and collector roadway system PCI would deteriotai@ range between 50 and 55.

Additionally, at an average cost of $8.00 per segufoot, the reduction of $2.3M in road
rehabilitation will leave only enough funding tohedbilitate 1.5 miles of arterial roadways (in
addition to the Kentucky project) rather than th2 iles currently programmed in the capital
budget. The City has approximately 9 miles of reateroadways in need of rehabilitation. The
current capital budget accounts for rehabilitatovgr 30% of these roadways; if the Measure E
funds were reallocated, less than 16% of this memdd be addressed. The current arterial roadway
system has an overall PCI of 68 (ranked out of 18@plying the roadway degradation that has
historically been tracked for arterial roadways #&md funding level, it is estimated that the deter
roadway system PCI would deteriorate to a rangedst 48 and 54.

Allowing this level of degradation on the City’sadway system has long term financial impacts.
Roadways that may have been maintained at an avecsy of $0.40 per square foot will escalate in
their maintenance needs to upward of $5.00 persedoat and some will fall into the rehabilitation
category at $8.00 per square foot. This meanghlea5 miles of roadway that could be maintained
for $3.3M within the life of Measure E will cost ady $50M (assuming 10% falling into the
rehabilitation category at a cost over $6.5M) whempleted after the expiration of Measure E.

For these reasons, staff believes the reallocaifoMeasure E from local streets and roads to an
operational program such as the Library or pubdifety is an unfavorable business decision and
cannot be recommended. In addition, the discussidhe 10-year Financial Plan for the combined
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transportation funds later in this report includasknowledgement that regional transportation
funding will be significantly reduced in 2012 toetipoint thatadditional Measure E funds will be
needed to maintain the current level of service.

The only remaining alternative for resource reatamn would be to reduce the remaining General
Fund support for Parks & Recreation. Staff lookddsaveral scenarios that would generate
significant net savings. One of the challenges Witinks & Recreation is that many of the activities
generate all or part of their operating expensesffees or assessments. For example, the Sports
Park has significant annual operating costs of &1000,000; however, all of the costs to operate
the Sports Park are offset by the Spring Lake Maianhce Communities Facilities District and user
fees collected from sports organizations. Closirgg$ports Park will not generate any General Fund
savings.

One scenario identified by staff that could geresgproximately $550,000 in General Fund savings
involves the complete closure of the Community &iSe Center and Brooks Pool and elimination
of nearly all general recreation programs. Clogimg Community & Senior Center would generate
approximately $340,000 and would require the seprogram to relocate to another community
facility, close the YMCA fitness center and caneeénts and meetings such as high school proms
and public policy meetings. On March 30, staffdasthe off season closure of the Brooks Pool to
save utility costs from November through Febru&@gmplete closure of the pool would eliminate
all aquatics activities and save approximately $200. Eliminating all general recreation programs
would allow the City to layoff one Recreation Supsor for about $100,000 in savings. These
reductions would limit all recreation programming fees based activities such as adult sports
leagues and operation of the Sports Park.

10-Year Financial Plans

As part of the budget process, staff has develop@gear financial plans for major funds.

Development of 10-year plans with appropriate aggions provides a foundation for making

decisions that have future impacts. Given the fistallenges described herein for the General
Fund, the 10-year plan is an essential tool folimag how the City should move forward under the
current economic conditions. As will be noted ire tfollowing section, other major funds face

significant challenges ranging for projected desesan revenue to costly future capital projects.

General Fund. Exhibit #1 is the 10-year Plan for the Generaldufhe plan includes all General
Fund revenue sources. The General Fund projectoasbalanced for each year; however, the
projections are based on resolution of the curi@md future structural fiscal imbalance and
assumptions that reflect the current economic domn{These assumptions include:

» Expenditure reductions of approximately $5.8 milliare included in the adopted FY
2011 budget to maintain the 13% minimum reserve felance;

e Additional reductions of nearly $1.3 million in F2012 and varying amounts up
$827,000 for every year through 2020 to fully cotréhe structural imbalance and
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maintain the reserve fund balance;

Following the 7.5% drop in FY 2011, property taxpi®jected to increase by 2% in FY
2012, 5% in 2013, 6% in 2014 — 2016 and 3% in 201 The balance of the plan based
on modest recovery and growth in the Spring LakecBig Plan Area;

Following the decline in FY 2011, sales tax is podgd to increase by 2% in 2012 and
2013, 3% in 2014 — 2018 and 5% in 2019 and 2020;

Fee increases proportionate to projected slowewthron development are forecasted
through FY 2012 and 3% for the balance of the plan;

Annual increases of 5.6% for overhead and costvergaare forecasted;
FY 2012 salaries will increase by over $835,00€uadsughs end and a 4% cost of living
adjustment is implemented with 5.6% annual increassumed for the balance of the

plan based on historical averages;

Annual benefits increase of 5% ranging up to 6.%&opmojected throughout the plan to
reflect escalation of pension and health insuraiosts;

Modest annual escalation of approximately 2% facditionary operating expenditures
are projected beginning in FY 2012;

Annual non-discretionary expenditures for itemshsas utilities were increased by 3% —
5% through the balance of the plan;

The plan assumes that a storm drain increase 1w and becomes effective in FY
2012 which will relieve the General Fund of a $208, annual subsidy;

City share of Gateway development fees is defarradi FY 2013;
The plan assumes that Other Post Employment BE/@REB) costs beyond the annual

premiums will be met through alternative strategmsch as the sale of surplus City
property

The General Fund 10-year Plan assumes no grow@itynservices and the need to maintain the
reduced work force and expenditures that will bleieaed through the strategies described herein
beginning in FY 2011. In addition, the plan assurtia correction” of the structural imbalance
primarily through expenditure reductions of appmately $1.3 million in FY 2012 and annual
savings up to $827,000 each year through FY 208M@winecessary.

Given the level of program and service reductiat trave been implemented over the last two years
and proposed in FY 2011, City management belidvassfurther cost reduction needs to be focused
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on structural changes to employee compensationnapl@émentation of more efficient and effective
means for conducting the City’s business. The &iratchanges to employee compensation should
focus on more equitable sharing of benefit costshsas annual pension payments and health
insurance. The more efficient and effective meamscbnducting the City’s business would begin
with implementing Performance Based Budgeting aadict include, if feasible, more regional
collaboration in the delivery of services rangingnh wastewater to fire protection.

It is very clear that the City of Woodland cannetduccessful as a local government organization by
conducting business as usual and believing thataa growth will provide the sales and property
tax income to support expanded services and inesesrs employee compensation. The rampant
consumerism and accelerated development experien@i04 - 2006 has been replaced by a “new
normal” that reflects the reduced income of redisleand businesses. Recovery from the “Great
Recession” will be gradual and modest and thistyesl reflected in the updated 10-year Plan. In
plain and simple terms, the City organization lwashtange or face certain failure.

While the focus needs to be on reducing costs,Gity must also dedicate itself to economic
development and redevelopment. Use of redevelopfoads to generate private sector investment
in the downtown core is critical. In addition toettWoodland Courthouse, staff and the Agency
Board need to stay focused on other redevelopnrejeqgbs, such as the downtown theatre, that will
generate visitors to Historic Downtown Woodland wiiti support dining and specialty retail. The
City needs to maintain the commitment to mitig&te flood threat so that the payments of residents
and business owners on flood insurance can beasied in property improvements and business
expansion.

Staff and the Council need to focus on the northassa and actively facilitate the retention and
expansion of existing businesses as well as futusinesses within the planned Woodland Park
area. These efforts will generate sales and prpgares and create employment opportunities.
Finally, projects such as Gateway Il need to befodly evaluated and fully discussed with the

community and decisions made with the full underditag of the potential fiscal and community

impacts.

It is important for the Council to note that the-yiéar Plan does not include the resources to recove
the services that were lost in the FY 2009 and 2Bd@gets. For example, there are no funds
projected to return Hiddelson Pool as a summer svaaiity. Crime Prevention and juvenile
diversion programs that were eliminated last yeamfthe Police Department budget are not
projected to return at any time over the next teary. If these programs are important to the
community and the City Council, then managementtmusk with the bargaining units to share
compensation costs and the organization must deditself to becoming more efficient and
effective in order to identify the resources neaego restore services that have been lost.

Previous Guiding Principles approved by the City@ml included a commitment to address OPEB
costs. In addition, staff presented options for tmgethe future retiree costs during a Council $tud

Session on February 25, 2008. Staff believes tlmbest option is to establish an irrevocable trust
fund with a qualified investment organization amhttibute cash payments that, over time, would
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generate the income necessary to meet the Citysefobligation. This obligation is estimated at
approximately $56 million.

Unfortunately, the proposed General Fund 10-yean Ebes not include the resources to fund the
OPEB obligation in this manner. However, the Cibgsl have other assets that may help address the
obligation. These assets include the 126 acreirsitee Woodland Park Specific Plan area and the
157 acre Regional Park property east of County Rd@¥near the Spring Lake Specific Plan area.
Under favorable economic conditions, staff belieeth sites would be valuable depending on the
type of land use envisioned for each location. &fwee, staff believes it is appropriate to consider
options for each site that could generate incoméuioding OPEB costs as soon as possible. As an
example, the 126 acre parcel in the Woodland Per& aould be a possible site for commercial
development. Staff is currently engaged in negotat for the sale of the 126 acre parcel with the
proceeds dedicated to starting the irrevocablé taushe OPEB obligation.

Council members have asked for more detail on Gémemd revenues and expenditures following
the March 30 meeting. Exhibit #2 is additional dgteovided at the revenue and expenditure level
by department. In addition, staff has provided eéhwéher scenarios associated with the General Fund
that clearly show any action that fails to redube budget by $5.8 million will maintain an
unacceptable structural deficit that will be neantypossible to correct.

Water Fund. Exhibit #3 is the Water Enterprise Fund 10-ye@anPIThe plan has sufficient funding
to meet Council approved operational and capitadaewith healthy reserves consistent with the
Budget and Fiscal policy. There are significantnges occurring in the Water Enterprise Fund over
the course of the plan. The balance of the preWoapproved bond financing will be issued in FY
2011and the plan assumes that further debt fingrfoinnecessary capital improvements, primarily
for the Surface Water Project. Through 2013, ne@89 million in bond proceeds will have been
issued for capital projects. The debt service paywsiand other assumptions associated with the
capital projects were factored into the rate stomiyipleted in 2009 and the water rates approved by
the City Council on November 3, 2009. As Councihvgare, the action last November increased the
fees by 20% effective January 1, 2010, 20% on JuR010 and 20% annually on July 1 for the next
two years. The plan assumes 6% annual increasésfoemaining seven years; however, if the City
remains committed to the Surface Water Projectenaggressive rate increases will be necessary.

It is important for the Council to note that Watenterprise Fund 10-year Plan assumes three (3)
years of both financing and expenditures relateth¢cSurface Water Project; future costs associated
with this project will need to be addressed througfie increases and additional financing and are
therefore not included in this plan.

The 10-year Plan shows a line of “unfunded’ capialjects that totals $112,563,383. This line is
intended to illustrate the challenge for the Wéieterprise Fund in meeting capital and operational
needs while keeping rates as low as possible. bfasie unfunded capital project cost is the second
phase of the Surface Water Project which is $1@3383. However, there is over $9 million of
water system infrastructure such as wells and pipgtsneed to be replaced and new tanks that need
to be installed in various areas to increase s&Epacity and improve water pressure. There is
insufficient income to fund these projects at therent rates. A future water rate study will need t
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account for the second phase of the Surface Watged®, its related operating impacts and the
forecasted capital projects.

Finally, staff is working on alternatives to mittgathe rate increases such as seeking grants and
using development impact fees to reduce the impaexisting rate payers. As an example, the water
meter project received $14.8 million in AmericancBeery and Reinvest Act funds, approximately
half as a straight forward grant and half as a liowerest loan. Staff will identify similar
opportunities for the unfunded capital projects.

Sewer Fund. Exhibit #4 is the Sewer Enterprise Fund 10-yeanPThis forecast assumes rates
currently adopted by Council, adjusted annuallyal@P1 factor, and stable operating expenses. The
financial plan also assumes capital expenses thhtraeplace main trunk lines, lateral lines and
elements of the Wastewater Treatment Plant at watilnes. The forecast does not assume any debt
financing to cover the cost of the approved captaljects. The unexpended portion of the $11
million in bond funds issued in FY 2010 is includadbeginning working capital for FY 2011. The
Ending Working Capital is maintained at a prudewtl throughout the entire 10-year Plan.

The 10-year Plan also shows $13,475,000 in unfucdedal projects. These projects include Odor
Abatement and Phase Il of the Water Pollution A$deplacement. All of the work required to
estimate the cost for these projects has not bempleted. As the work necessary to consider these
projects is completed, inclusion in the 10-yeanRigl be reconsidered.

There is another looming issue that staff is wagkion from a long term financial planning
perspective that could have a significant impacthenSewer Enterprise Fund and future rates. Staff
believes that wastewater regulations and standaittigequire new conditions for the management
and removal of sludge. Preliminary review of theiaps thus far suggests that the new conditions
could require capital expenditures of $20 - $90liamiland also require additional operating costs
that will vary depending upon the option selectedihe costs for sludge management are not
contemplated in the currently adopted sewer rates.

One option for addressing these conditions anddudtate and federal clean water requirements that
promise to become more stringent and costly is dgionalize wastewater treatment. City
management, public works and finance staff from Waod and Davis are currently engaged in
wastewater consolidation discussions that coulg fantify part of the resources to address this
issue and the future regulatory environment. The staff groups have already established an
excellent model with the Surface Water Project ttet be duplicated for wastewater. If this is
successful, it may be possible to meet the futapetal needs without significant rate increases.

Combined Transportation Funds. Exhibit #5 is the 10-year Plan for the funds thapgsort the
maintenance of Woodland’s local streets and ro&dstf developed this projection in order to
address the diminishing level of Transportation &epment Act (TDA) funds. The first priority for
the use of TDA funds is transit activities. As Ydwounty's population continues to grow, a larger
share of these funds will be used for transit pseso such as expanding bus routes. Based on
projections reviewed with YCTD staff, Woodland'sasé of TDA funds is expected to diminish
from the 2011 projected amount of $724,022 to 386y 2020.
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In order to maintain the present level of road remance funding, the City would need to backfill
with another source. The 10-year Plan shows orntbeotources of the backfill as Measure E funds
which Council approved utilizing a maximum of $780) annually through FY 2014 and then
utilizing $800,000 annually beginning in FY 20134owever, additional backfill funds will be
needed beginning in FY 2012 and for the remaindi¢he 10-year Plan which is three years earlier
than was projected last year.

The accelerated loss of transportation funding regsiired staff to provide a list of strategies to
address the impacts. Therefore, the following rédns are listed in priority order and provided to
give the Council and the community a sense of titergial impacts if TDA funding was reduced

and there was no backfill available to offset thesl The impacts are listed in the order which
reductions could be made based upon their regylagguirements and the potential liability to the
City.

1. General Budget -Reduce training budgets to minimum required tontaaén certifications,
reduce contract services where possible, reducdl soms budgets and reduce traffic
engineering support/response to public requestigiithe summer months. (Savings —
$45,000)

2. Sign Maintenance -Eliminate all maintenance and repair of greenestnrame signs, brown
and blue guide signs, no parking signs, red cuie lane lines, bike legends and fog lines.
This includes graffiti cleaning and replacemensigins that are in disrepair or are missing.
Knockdowns of signs in these categories will be aead and will not be repaired or
replaced. All public requests for curb paintisggn installation and other non-regulatory
requests will be denied. (Savings - $175,000)

Potential Consequences Faded, missing and damaged signage will not beirszpar
replaced. There may be an increase in potendhility due to faded street name signs and
Fire and Police responses. Additionally there amplications regarding parking
enforcement revenues if parking restriction sigesreot maintained.

3. Local Road Street Lights -Approximately 2,000 non L&L funded street lightscated on
collector and local streets (83% of the lights) wé turned off. Only emergency response to
knockdowns or critical situations will be supported these roadways. This reduction is
proposed because street lighting is considered revetience and not a requirement.
(Savings — $300,000)

Potential Consequences Crime, vandalism, nighttime vehicle accidents gedlestrian
injuries may increase.

4. Signal Maintenance —-Reduced maintenance at traffic signals. Elimirdtenon-essential
maintenance, system upgrades, training and supgl@stpone the planned traffic signal
maintenance management program (QuicNet) upgraaéalcof all special requests from the
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public that are not deemed life/safety issues, inlbe crucial training, reduced stocking of
essential supplies and eliminate the loop replacépr@gram. (Savings — $110,000)

Potential ConsequencesBasic required maintenance will be performed; h@vespecial
projects/requests, upgrades and unplanned workdwbel unfunded. Some maintenance
projects may be delayed due to the lack of stadf supplies. As essential supplies will no
longer be stocked, signals may be placed in, aftcite all red flash for extended periods
while materials are acquired. Engineering respoosad support of public requests will be
reduced.

It should be noted that this means all operational/safety requests would be unfunded. An
example of this would be when a traffic detectiood is broken and the signal timing is set
to fixed timing, staff would not be able to addréss issue.

5. Arterial Road Street Lights -Approximately 400 non L&L funded street lights &ed on
arterial streets (17% of the lights) will be turnefl (except for street lights at signalized
intersections). Only emergency response to knockdowr critical situations will be
supported on these roadways. This reduction ipqeed because street lighting is
considered a convenience and not a requiremeaiin@ — $64,000)

Potential Consequences Grime and vandalism may increase. Residents raal léss
comfortable out at night which may affect revenoebusinesses. There is a potential
increase in nighttime vehicle accidents and peidestnjuries.

6. Traffic Engineering Support for Enforcement-Reduced support for Police Department
traffic and enforcement. Eliminate speed zoneeying, engineering support for challenged
tickets and special information requests. (Savi§fs,000)

Potential Consequences Streets with invalid/outdated speed zone surveysildvde
classified as speed traps and would become unemiole. Engineering regularly supplies
code information and completes research in suppbodfficers defending tickets that are
challenged; this service would be reduced or elatad.

If Measure E funds are unavailable, staff will needind an alternative funding source in order to
maintain local streets and roads at the currerd.|éncreasing Measure E to the allocation required
to avoid all or some of the reductions describexkinewill have impacts to the capital program.

Staff believes this issue should be considered wthenCity Council reviews the Measure E

Implementation Plan or considers the reallocatibthe current Measure E share to transportation
discussed previously herein.

Finally, it is important to remember that the Statealifornia briefly considered the seizure ofsGa
Tax last year and already has implemented delagmiktance of Gas Tax money due to the City.
With the state budget deficit at over $19 billidhe unpleasant options described herein could be
under consideration as soon as this summer depgeratinthe actions of the Legislature and
Governor.
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Redevelopment AgencyThe Redevelopment Agency (RDA) is included as BxHi6. This plan is
presented with a summary of projected Tax Incrertfeattwill add to the current base amount. The
projected Tax Increment is based on various prejdwt staff expects will be completed over the
next ten years. Redevelopment is planning on dautirig a combination of tax increment and
redevelopment bond proceeds to several City capifaovement projects which are included in the
CIP. These projects include the Downtown Speéifan, the East Street Specific Plan, Main Street
Streetscape Improvements, and pre-engineering #thipg for other redevelopment projects
which total slightly more than $1 million.

The priority project is the Woodland Courthousej€tb The Agency is assisting in acquiring land

needed to support the facility. Based on the jaigency Board and City Council action on May 18,

the Agency will expend about $3.1 million in bonohéls to acquire the parcels bounded by Lincoln,
Main, Fifth and Sixth. The State Administrative O# of the Courts through dedicated revenue
generated by separate legislation will repay thenfy approximately $2.7 million. This repayment

will be credited as Agency revenue and may be tmreany redevelopment related purpose although
staff is focused on using most, if not all, for ethprojects that will re-energize and revitalize

downtown. One example of such a project is the ldgweent of a downtown theatre which the

Agency Board has encouraged by the recent authiorzep solicit competitive proposals. Staff has

not included the $2.7 million repayment from thatetin the RDA fund balance.

The state’s seizure of RDA funds has been factmtedthe 10-year Plan. The current year seizure of
$676,000 reduced the fund balance significantlg pnojected FY 2011seizure of $141,390 is
included in the projected expenditures. While ttedesseizure has not seriously impacted Agency
programs at the present time, the potential forenspate seizures is generating caution among staff
and Agency Board members when considering potamsilof RDA funds. As an example, staff and
the Agency Board will need to carefully evaluatevhmuch RDA funds can be utilized to support
development of a downtown theatre.

Fiscal Impact

The information described herein summarizes thepgeed operating expenditures for the City’s
General Fund, Water Enterprise Fund, Sewer EnsspFund, Transportation Program and
Redevelopment Agency. The FY 2011 proposed expameditfor each of the financial plans
described herein are summarized as follows:

General Fund - $33,767,765

Water Enterprise Fund - $15,931,925

Sewer Enterprise Fund - $17,669,699

Transportation Program - $2,817,711
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Redevelopment Agency — $1,322,377

Public Contact

Posting of the City Council Agenda. The informatimesented herein regarding the General Fund
was extensively discussed through théur City, Your Voice’public engagement process, four
City-wide employee meetings and meetings with Asdmn Leaders.

There was also extensive discussion of the FY 2fiidget on March 30. A copy of the March 30
report is provided as Exhibit #7 for the Councitlaommunity’s reference.

Recommendation for Action

Staff recommends that the City Council review aothment on the proposed Fiscal Year 2011
operating budget and FY 2011 through FY 2020 10-y@aancial Plan and provide direction for
changes, if any. The Council’s direction will beanporated into the preliminary FY 2011 operating
budget that will be presented for adoption at tineeJ15, 2010 City Council meeting or as soon as
possible thereafter so that a budget is in plaginbéeng July 1, 2010.

Mark G. Deven
City Manager

Exhibit One: General Fund 10-Year Plan

Exhibit Two: FY 2011General Fund Revenue and Bxpare Detail
Exhibit Three: Water Enterprise Fund 10-Year Plan

Exhibit Four: Sewer Enterprise Fund 10-Year Plan

Exhibit Five: Transportation Program 10-Year Plan

Exhibit Six: Redevelopment Agency 10-Year Plan

Exhibit Seven: March 30 Council Report



Chamber of Commerce City Budget Review Task Force &port

INTRODUCTION

With the encouragement of the City Council membets form the City/Chamber 2x2
Committee, the Chamber of Commerce formed a TaskeFt review the City’'s FY 2011
General Fund budget. This review was undertakepréwide a business perspective to the
challenging fiscal issues faced by the City.

The review was conducted during nine meetings losler the past two months. The City

Manager provided background information regardimg fiscal issues faced by the City since
2007 and the strategies under consideration toceethe General Fund by $5.8 million for FY

2011. Task Force members also met with each depatthead to review programs and services,
discuss the potential reductions presented on M&@hand consider short and long term
strategies to mitigate the reductions. Informatwavided by all City staff was responsive and
straight forward.

At the conclusion of the process, the Chamber Taske recommends that the City Council
approve the level of reductions necessary to baldhe FY 2011 General Fund as presented
during the March 30 Council workshop. Any reductleas than the amount recommended by
the City Manager will maintain a structural defititat will become worse in the future. In
addition, the strategies presented by the City Manavill significantly reduce services yet are
necessary given the General Fund revenue available.

In addition to providing feedback on the FY 201dluetion strategies, the Chamber Task Force
strongly recommends that the City Council considetions that will clearly define Council
priorities and help reshape the City organizati@iven the new economic realities, it is clear
that the City cannot continue with a “business sisali approach. The organization must grow
smaller, become leaner, increase efficiency andralocertain costs if it is to be successful over
the long term. Therefore, the Task Force has ifiledtactions within four broad strategic areas
which are recommended for the City Council to cdesilf these actions are favorably received,
the Task Force believes direction to implement dlcgons should be provided to the City
Manager.

The following information summarizéke strategic initiatives and the actions.

ORGANIZATIONAL INITIATIVES

Identify the Highest Priority City and Community Go als: With diminished resources that will
likely continue for the next 5-8 years, the City shudentify the most significant and desired
community goals, take action that affirm the gaald direct staff to focus on meeting the goals.
The Chamber believes that the highest priority g§shbuld include:




» Maintain City finances so that all funds are bakxhand healthy reserves are available
* Maintain Public Safety

» Support and facilitate economic development andveldpment

» Maintain City infrastructure, including water, wasiater and roads

» Support neighborhoods and quality of life

Clearly identifying goals is essential for providithe City Manager, department heads and staff
with direction and expressing to citizens the hgghgiorities for the City.

Implement Outcome/Performance Management:As with all businesses, the City must
implement an approach that focuses on the outcol@&sed for a program and service and the
principle that managers and all employees will blltaccountable for achieving the outcomes.
Stated simply, outcome management asks the quesWdmat are theresults we are trying to
achieve?” These results need to be stated in nmaasuerms.

Implement Performance Based Budgeting:The community’s highest priority goals and
outcomes need to be linked to the allocation obueses. This can be accomplished by
implementing a Performance Based Budget. A Perfoced@ased Budget states in measurable
terms the results that will be achieved and theiseldevels. In summary, a Performance Based
Budget will help Woodland to become a data drivesults oriented, customer focused and
responsive local government organization.

FISCAL INITIATIVES

Continue Implementation of Long Range Financial Planing: Direct the City Manager to
continue development of long range financial plamt a minimum forecast of ten years that
clearly define assumptions and show all funds Wwehlthy reserves of 15% to 30%.

Establish Internal Service Funds:Similar to businesses with a large inventory ghhy valued
assets, the City needs to set aside an annuaaatiodo insure that funds will be available in the
future to replace building components, vehiclespited equipment, furnishings, computer
hardware/software and similar obligations. In addit internal services such as liability
insurance, workers comp insurance and fleet maame&n should be accurately forecasted,
allocated to appropriate activities and managembtdrol costs.

Delay or Delete Capital Projects Unless OperationaFunding is Available: The City has
considered and in some cases approved and comstraepital projects that have required
additional operational funds without such fundsngeiully identified in program budgets. Any
project that requires an allocation of annual ofegafunds should not be constructed unless
such funds are identified within the 10-year FinahBlan.

Address Long Term Internal Debt: The City has had a history of using internal furds
finance capital projects. This practice is refertedas “internal borrowing” and often involves




certain categorical funds being used to internfignce capital projects. While the need for the
projects is justified and repayment plans are distadd, the practice of internal financing creates
long term debt in the capital program and shouldibeontinued. In addition, a strategy needs to
be implemented that addresses the existing acctedulaternal debt.

Cease the Use of Development Impact Fees to FinarCapital Projects: The City has issued
bonds for desired capital improvements based ojeqerl development and the collection of
impact fees associated with that development. €hbent recessionary economy has shown this
practice to be ill advised and too risky. As depeh@nt has declined, the City has had to rely on
more internal borrowing to pay the debt serviceabee the expected level of impact fee
payments has not been received. This practice dhiouhediately stop.

Insure The Long Term Viability of Revenue Prior to Implementing Program/Service
Expansion: The expansion of programs and services, no miati@rnecessary or desired, must
have a clearly defined and sustainable long teranceoof funding prior to implementation. To
illustrate further, the expansion of the fire seeviunded through the limited term contributions
of Spring Lake developers has proven to be ill seldi The expected income which would have
sustained the expanded fire service through resalegrowth within Spring Lake has not been
generated due to the recessionary economy. Insteadyevenue necessary to sustain the
expanded fire service should have been generatad alternative strategy to reduce funding in
other programs should have been identifigdr to implementing of the expansion.

SERVICE DELIVERY INITIATIVES

Review Options for Delivering Public Services to Alsieve Maximum Effectiveness and
Efficiency: Given the fiscal issues faced by the City, they @buncil should direct the City
Manager to review all options for delivering pub$iervices. Regional collaboration, contract
services and shared services should be reviewdéteymine if the reduction in service levels
that will occur next year can be mitigated in tbed term. During the Task Force meetings with
the City Manager and department heads, the follgwxamples of service delivery options were
discussed:

* Regional Surface Water Project/Water Treatment (fifoal, Davis and UC Davis)
* Wastewater Treatment (Woodland and Davis)
* Regionalized Fire Service (Woodland, Davis and WHYiB)

» Shared Services with Yolo County (Planning, FlealirNenance, Facilities Maintenance
and Signs/Markings)

These options should be fully and objectively ergdbwith the potential partners and the results
reviewed with the City Council during a public megt As has been accomplished so far with
the Surface Water Project, regional collaboratian be a resource multiplier while reducing
Ccosts.



Consolidate/Reorganize DepartmentsThe mission of each department should be reviewed
and consideration for elimination or consolidatwithin a larger and/or similar work unit should
be considered. Consolidating or reorganizing depamts could reduce administrative costs by
eliminating the need for department heads, supgw@ff, equipment and furnishings while
allowing similar services to achieve improved aéfitcies. The Council should direct the City
Manager to review the organizational structureraféeluctions for next year are implemented
and return with a long term organizational plart fbauses on consolidation.

Address Concerns Associated with the Development &tess: Members of the business
community continue to express concerns with thesldgment process. These concerns include
the costs for filing applications, time necessavyptocess and issue permits, extraordinary
development impact fees and outdated land useaegnus. The City should have the current
process reviewed by an outside consultant familién the best practices in the planning and
building professions and known obstacles such asottidated zoning code and General Plan
should be addressed as soon as possible.

Facilitate Economic Development and RedevelopmentVhile reducing costs and promoting
more efficient operations is critical, the ChamBask Force believes that the City must also
dedicate itself to economic development and redgweént. Economic development and
redevelopment will generate sales and propertystare create employment opportunities; these
outcomes will help the City to generate the revewhéch will sustain essential services and
provide an improved quality of life for all residen The City should collaborate with the
Chamber in order to actively retain existing busses and attract new businesses that
compliment the City’s economy. Strategic use oexeiopment funds to generate private sector
investment in the downtown core will revitalize theea as projects such as the Woodland
Courthouse and the downtown theatre are initiatetl @mpleted. Eliminating or reducing the
flood threat will help large and small businesses.

EMPLOYEE COMPENSATION INITIATIVES

Address the City’'s Long Term Retiree Health Liability: City staff has reported that
Woodland’s long term retiree health liability of@illion is due and payable over the next 30
years. The City needs to develop a sound finarstiategy to address this liability and discuss
the strategy publicly so that citizens are awarthefmatter.

Implement Public Employee Pension ReformThe City needs to address the rising cost of
public employee pensions by taking steps to mothiy existing defined benefit program or
transition to a defined contribution program sushaa401(k). At minimum, the City should
modify the existing defined benefit formulas toagnize the fact that people are generally living
and working longer. It may not be legally feasibdeimplement pension reform for existing
employees as the current system may be recogngadvasted right; however, new employees
can and should be subject to a reduced program.

Negotiate Structural Changes to Employee Compensati: The City needs to review the cost
of benefit programs such as health insurance at@nmeent and negotiate the sharing of these
costs with employees. In 2009, the City negotiatddeezing of health insurance costs with its




employees wherein any increase in health insuramee the 2009 rates would be picked up by
the employee. This change should be a long terrmgbment. A similar condition should be
negotiated for the employee share of retirementribarions which the City has been paying.
This cost represents a $1,100,000 expense to ther@8eFund and $1,750,000 citywide that
employees can and should pay.

FUTURE ACTIONS

The Chamber of Commerce Budget Review Task Forpeeaates the opportunity to review the
City’s budget with the City Manager and the DepamninHeads. As the Council is aware, the
Chamber has developed a positive working relatipnelith the City Council through the 2x2
meetings and with City staff through business rtat@nmeetings, the Business Walk and the
review of the City budget. This level of businessl éocal government collaboration should be
further encouraged.

The Chamber believes that the strategic initiateved actions described in this report will place
the City on a better path to addressing the fisballenges that lie ahead over the next 5-8 years.
Therefore, the Chamber believes that these meashioetd be implemented immediately.

In recognition of the importance of the strategittiatives and actions, the Chamber would be
interested in supporting City management in thelementation of the actions. This support
could be accomplished through periodic meetings wie City Manager and department heads
as strategic initiatives and actions are implensnteedback to the City Council could be
accomplished through the monthly 2x2 meetings loeioacceptable means.
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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 infended 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 infroduced 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 fime 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
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PROCEDURES

1.0

Reserve Funds

1.1

Reserve funds will be designated in the following terms:

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

1.1.2 Assigned Operational Reserve: Established to reflect the infended
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 contfingencies 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 designated operating funds, Committed Operational
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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.
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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 optfimal
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 fo 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

4.9

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
confinuing 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
confingency).

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.

Discontinue the practice of internal borrowing between enterprise and
categorical funds; funding for capital projects must be determined
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4.10

based on the available resources within each fund to meet its cash
payment or debt service requirements and strategies to balance each
fund and implement fund integrity should be continued.

Discontinue the practice of issuing bonds for desired capital
improvements based on projected development and the collection of
impact fees associated with development. This source of revenue is
dependent on the level of economic activity within the region and is
uncertain and unstable.

5.0 Infternal Service Funds

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/sofftware and communications
equipment),  Building Maintenance and Replacement, and
Miscellaneous/Office Equipment Maintenance and Replacement.

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

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

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.
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7.0

6.4

6.5

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.

Review and Adopt a Performance Based Budget

7.1

7.2

7.3

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

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

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