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City of Santa Cruz  
Budget Hearing - FY 2020 “Proposed” Budget

Proactive fiscal sustainability through unprecedented times

Martin Bernal, City Manager
Marcus Pimentel, Finance Director
Tracy Cole, Principal Management Analyst (Budget)  
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Budgeted Funds 
doing well

$156.2

General Fund 
funded
$103.2

GF Operating 
Deficit
$3.2

General Fund
$106.4

FY2020 Proposed Budget
(in millions)
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Hearing Goal:  Receive Public & Council Guidance
Majority of Budget Stable vs General Fund Caution



3

5/8/2019 8:58 AM

Major General Fund Problems
Decade of Deficits, Deteriorating CIP, Insufficient Reserves

■ General Fund Deficits:  8 out of 10 deficits FY 2015 - FY 2024

– Recession will come

– Now would be the time to build up reserves with planned 
surpluses to sustain operations in a down-turn

■ General Fund’s total available reserves gone in 2 years

– $11.4 million (Fy2018) to $7.6 million (Fy2020) to $-0-
(Fy2022)

– Includes all Public Trust and Econ. Dev. Trust funds

■ General Fund CIP should be $3 million to $5 million minimum
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Why now…

General Fund
1) $3.2 Million in Budgetary Solutions
2) Plan for CIP funding
3) Build up reserves

5/8/2019 8:58 AM

• Budget document review
• Review Funds fiscally sound  
• Review Capital Investment Program
• General Fund 
• Public Comment & Council Direction

Why Now:  Guide General Fund FY 2020 solutions
Discussion may continue May 14th, May 28th & conclude June 11th
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Budget Document
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Improved 
“Budget in 

Brief”

NEW
Workload 
Indicators

Visual
Community 

Profile

City Manager 
Strategic 
Message
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■ City Manager Message:  Big picture strategies

■ Finance Director’s Overview

– Budgetary challenges & forecasts

– What is changing  (i.e., no new General Fund CIP or 
Position cost increases)

– Proposed General Fund Budget Solutions
■ Reductions and new resources

■ Personnel Narrative (Pg 31-32) & Personnel (Index pg 1-7)

■ Debt & Pension Liability (Pg 24-27)

What you need to know & where to find it
City Manager Message, Finance Director Overview, Positions & Debt
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■ Departmental work load indicators
– Build future performance measures to 

support Council’s new Strategic Plan
– Align timeframe of Strategic Plan to multi-

year Adopted Budget to support Strategic 
Plan

■ Department’s choose 3 to 5 
indicators

– Will test with Council & community outreach

■ Examples
– Fire: Number of emergency calls

– Police: Calls for service & reports written

– Parks & Rec: No. of participants in programs

■ Examples (cont.)

– Econ Dev: Number of affordable units 
monitored

– Finance: General Fund forecast 
accuracy

– IT: Number of help desk tickets

– Library: Number of visitors

– Planning: Building Permits issued

– PW: Garbage carts emptied; Treatment 
Plan self-powered %; Pot holes filled 

– Water: Number customers contacting 
SCMU staff 
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Work Load Indicators
Laying groundwork for Performance Measures
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Budget Document

 3 Years of Data

 Budget allocated 
by category, 
activity, and fund

 Incoming revenue

 NET cost to the 
General fund

 Authorized 
permanent 
positions

5/8/2019 8:58 AM
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Each project includes:
1) Project Name & Description

2) Prior year totals

3) Current year budget & estimated actual

4) Proposed Budget for Next Year

5) Out year project cost estimates

6) “Net Project Cost” to each applicable fund

CIP Budget Document

5/8/2019 8:58 AM
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85%

15%

Gov (#1-#3)

Other (#4-#10)

Community Profile Visually Upgraded
Population data, Education, Jobs, Housing, Transit, Amenities

Gov. jobs
dominate
Top 10
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Debt and Positions
Pension debt grew 12%; No General Fund position growth

Personnel Narrative (Pg 31-32) & 
Personnel (Index pg 1-7)

5 Library System, 4 Water, and                  
2 Resource Recovery (11 total added)

$328 Million in total City Debt
$218m pension; $33m Water; $25m Successor RDA; 

$32m General Fund; $9.7m other Enterprise
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FY 2020 
Proposed 
Budget

 Water Fund

 Resource Recovery Fund

 Wastewater Fund

 Municipal Wharf

 Housing & Community 
Development Fund

 Low & Mod Housing Fund

 Parking Fund

 Storm Water

 Library (separate JPA)

Most funds are stable 
with different levels of 

long-term funding.

However, most still are 
not sufficient for 

capital investment 
needs.

5/8/2019 8:58 AM



13

5/8/2019 8:58 AM

Other Funds:
Discussion may continue May 14th, May 28th & conclude June 11th

■ Within $262.6 
Proposed Budget, 
only $3.2 million is a 
short-term problem.

■ Unfunded CIP 
impacts all 
operations, with 
greater challenge in 
the General Fund 
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FY 2020 
Proposed 

Capital 
Investment 

Program
Budget

 $2.67 million more of General Fund 
projects added to unfunded list

 Total $310.2 million in unfunded, 
identified projects

 Water: million

 Wastewater:  $3.25 million

 Scenic Trail: $9.9 million

 Solar PV : $0.4 million

 Library: $4.2 million

 $2.6 million direct roadway projects

 Refuse: $1.7 million

However, most still 
are not sufficient for 
capital investment 

needs.
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CIP by Type
Discussion may continue May 14th, May 28th & conclude June 11th

■ Within $262.6 
Proposed Budget, 
only $3.2 million 
is a short-term 
problem.

■ Unfunded CIP 
impacts all 
operations, with 
greater challenge 
in the General 
Fund 

$0.3

$0.1

$0.2

$0.3

$4.4

$2.5

$2.5

New project, 
Housing, $1.1

New project, 
Library, $4.3

New project, 
Refuse, $1.5

New project, 
Transportation, 

$12.1

$0.0 $2.0 $4.0 $6.0 $8.0 $10.0 $12.0 $14.0
Fire engines

Housing

Library

Parking

Parks

Refuse

Storm Water

Transportation

Wastewater

Water

FY 2020 Project Funding by Type (existing asset 
or new asset) (in Millions)
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General 
Fund 

Current 
and future 

Deficits

 FY 2020 Projected Deficit was $1.6 
million

 Plus… additional for labor 
negotiations

 Plus… Council and Committee 
support

 Plus… 911 Center system

 Plus… liability claims
 Plus… other support services

 Budget Council Meetings possible

 April-May Dept presentations

 Special study session (tbd)

 May 8 Hearing

 May 14th Regular Council

 May 28th Regular Council

 June 11th Adoption Council

Targeting $3.2 
Million in adopted 

budget solutions by 
June 11, 2019

5/8/2019 8:58 AM
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■ Fiscal 2023 Sustainability Plan

■ Action Labs 2018 & 2019

■ 2018 Budget Ad-Hoc Task Force, 
Ad-Hoc Revenue Committees, 
Focus Group and Fall 2018 
Budgetary guidelines

■ 2019 Budget Ad-Hoc Task Force

■ Council one-on-one meetings

■ 3-part Mid Year budget series

■ Departmental operating and 
budget Council presentations

5/8/2019 8:58 AM

How we prepared for today

Feb 12
Mid-Year Part I

(Trends)

Feb 26
Mid-Year Part II
(General Fund)

March 12
Mid-Year Part III

CIP

April 16          
PW 

Parks & Rec

April 23
Planning & ED

May 7
Other Dept. 

Presentations

City Council 2019 Presentations
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Fiscal 2023 Sustainability Plan
Our roadmap to supporting community services and strategic 

investments

■ Over $14 million in General Fund budgetary solutions to date
– Change base budgeting plus sustainable budget reductions

– Measure S Sales Tax

– Cost allocation plan update & fee and cost recovery plan

– Retirement pension trusts, expanded tax compliance program, 
debt refinance and additional principal payments

■ NEXT:  Strategies to fund community capital investments and capital 
equipment

– Complete Action Lab 2019 process
– Evaluate other “next in line” items from 2018 Action Lab
– Support ballot measure analysis
– Community engagement on solutions
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Why we feel a slowdown is coming

• Regional housing crises

• Economy MUST see continued increases in 
consumer spending (70% of GDP *Oct 2018)

• Consumers will have less as interest rates rise 
& their debt increases (car, credit card, school 
debt, housing, etc.)

• Federal and State gov. threats                             
(impact fee, Sanctuary City, etc.)                           

5/8/2019 8:58 AM

Why Now: Recession is probable
June 11th Adoption: Guide General Fund FY 2020 solutions

1991 - 2001  (10.0 years)

July'09 - May'19 (9.9 years)

1961 - 1969  (8.8 years)

1982 - 1990  (7.7 years)

1938 - 1945  (6.6 years)

2001 - 2007  (6.1 years)

1975 - 1980  (4.8 years)

Longest periods of 
U.S. Economic Expansion

(National Bureau of Economic Research - Data since 1854)
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Hypothetical FY18

■ CalPERS choice resulted in lower 
investment earnings

■ When earnings are short, cities 
pickup the difference

– CalPERS is only 71% funded;  or 
<$144.6> Billion short

– Since 2012, our pension costs will 
increase 200% by mid-2020’s

– IF… they earned just the mid point 
of the market, we would have NO 
increases 

– AND… they would be fully funded 
with $65.3 Billion in extra cash

NOTE:  This is a hypothetical comparison using the 
average rates of return of seven major market indexes 
(S&P, Dow, Morningstar, etc.)

5/8/2019 8:58 AM

Why Now: State Pension Investments low
“What if” State Pension Investments followed average market returns?

Hypothetical FY18
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Sales Tax
Tangible items now a 
download (games, 
music, 3D printers, 
software)
Pressure on limited 
consumer dollars

Aging baby-boomers 
shifting spending to 
non-taxable health 
care & services
Law still playing 
catchup for online 
sales

Gas Tax
Ride sharing reduces 
fuel sales
Fuel efficiency & 
electric cars reduces 
fuel sales

Franchise & Utility

Online streaming 
replacing cable/dish 
services
Landline phones are 
vanishing

Demographics & new economic models are permanently eroding our revenue

5/8/2019 8:58 AM

Why Now: Tax bases are eroding
June 11th Adoption: Guide General Fund FY 2020 solutions
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■ NO Disaster Contingency Fund  (flood, fire, earthquake)
– Like your own backup savings account

■ NO Operating Reserve (one-time urgent or opportunity uses)
– Your extra cash in the checkbook for unexpected times

5/8/2019 8:58 AM

General Fund reserves would be gone by FY2022
Now is the time to build up, not liquidate
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General 
Fund 

Budget 
Solutions

Targeting $3.2 
Million in adopted 

budget solutions by 
June 11, 2019

5/8/2019 8:58 AM

$24k • City Council

$69k • City Manager/Clerk

$102 • Community & Other

$145k • Economic Development

$197k • Finance

$352k • Fire

$72k • Human Resources

$134k • Information Tech

$421k • Parks & Recreation

$270k • Planning & Comm. Dev

$282k • Police

$370k • Public Works

Total: • $2.4 Million
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Budget Reductions: Community Safety

■ Public Works-
Operations & 
Engineering

– Reduce support for 
emergency or higher 
priority engineering 
services

– Reduce resources to 
explore energy 
projects

– Reduce flood control 
maintenance, 
including 
surrounding 
vegetation control

■ Police & Fire
– Explore “first 

responder” fee
– Reduce private 

security patrols

NOTE:  Due to staffing 
shortages and the significant 
reductions  in services that 
would be required, no 
additional Public Safety 
reductions were 
recommended.

■ Public Works-
Parking & Traffic

– Increase parking 
meter rates- Beach 
Area

– Increase parking 
meter rates-
Residential & guest 
permits

– Reduce “Street 
Smarts” outreach 
campaign

– Reduce funding for 
bike and pedestrian 
crossing
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Budget Reductions: Community Support

■ Planning & Comm. 
Development

– Reduce contracted 
staffing support

– Reduce public 
counter, email, and 
phone support

– Reduce programs 
that trigger 
specialized legal 
support

■ Economic 
Development

– Reduce Façade 
program

– Reduce Graffiti 
contract

– Reduce Public Art
– Reduce temp & 

contractual staffing

■ Parks & Rec
– Delay Wharf & 

Museum maint.
– Reduce parks fencing 

support & maint.
– Reduce water until 

“brown” out area’s
– Eliminate youth 

Museum programs
– Reduce staff & temps 

for trails, sports 
officials, summer 
camp

– Reduce trail & related 
cleanup

– Eliminate summer ads 
& bus trips
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Budget Reductions: Community & Internal Support

■ Community support
– Reduce Community 

Programs funding
– Reduce CPVAW 

budget
– Reduce 

homelessness 
coordinating 
committee funding

– Reduce HOPES 
support

– Reduce “open 
streets” donation

■ Finance, HR & IT
– Eliminate Leadership 

SC program
– Reduce class studies 

& recruitment 
outreach

– Reduce on-site cash 
pickup

– Expand credit card 
cost recovery

– Staffing reductions
– Reduce or eliminate 

helpdesk
– Reduce Finance 

space lease rates

■ Council, Clerk & City 
Manager

– Reduce State 
legislative strategist

– Reduce 
communication & 
outreach

– Reduce travel & 
training (Council and 
staff)

– Eliminate special 
projects & services 
(Council)
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Actions & what’s coming next
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What…
is next?

 Consider forming a City Council revenue subcommittee

 May 28th full budget solutions reviewed & finalized

 June 11th final budget adoption

 Schedule a special Budget council session

 Engage Budget Focus Group

 Set date and location for Budget 101 outreach

Guidance…
 Are there any sacred services or revenues to avoid 

within the initial General Fund budget solution list?

 Are there other components of the budget you want to 
go deeper into prior to our June 11th budget adoption?

 Are there Council requested additions or changes for 
the FY2020 General Fund budget?


