
Marcus Pimentel, Finance Director

Tracy Cole, Principal Management Analyst (Budget) 

March 12, 2019 (Agenda Item # 16)

City of Santa Cruz  

FY 2020 City Council Study Session

Proactive fiscal sustainability through unprecedented times

City Council Study Session – Part III of III
Capital Investment Program



2

Why now… no action

3/12/2019 1:21 PM

Review FY2019 future demands (unfunded projects)

Prepare for May’s budget hearing & adoption

Support engagement of upcoming fiscal discussions

• April release of the FY 2020 Budget
• Reference materials from City webpage 

and enhanced online tools
• Community engagement
• May 8th Budget Hearing

What’s 
Next…
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Part III – Capital Investment Program growing liability

3/12/2019 1:21 PM

Recap prior part I & II sessions

Capital Investment Program (CIP)

Future strategies

• Review CIP Budget Document

• Examples of millions in funding 
shortfalls

• Future General Fund funding?

CIP 
review…
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Why…

consider reductions in an economic boom?

3/12/2019 1:21 PM

• Local government is not in a boom 
cycle

• State to double “again” government 
pension payments

– Cities must backfill for state pension 
investment shortfalls

• Decreasing tax bases  (sales tax, utility 
users tax, gas tax, etc.)

• Projected economic slowdown

• Unreasonably low reserve levels
– No “disaster contingency” reserves
– Only 10% General Fund reserve available
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The State’s investment shortfall will 
double City’s Pension Fund payments

3/12/2019 1:21 PM

General non-safety represents 2,043 
members (active and inactive)

Fire and Police represents 480 
members (active and inactive)
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Why… … 
Pension investment shortfalls

3/12/2019 1:21 PM

• 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.)

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

Why… 
Declining & Eroding Revenues

Demographics & new economic models are 
permanently eroding our revenue

3/12/2019 1:21 PM
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3/12/2019 1:21 PM

* Adopted a structurally balanced budget for FY2019 

* Ongoing resources equals ongoing costs.  Some agencies “deficits” were calculated to 
remove the use of one-time resources to fund on-going costs.  Data as of February 2019.

We’re not 
alone

Santa Cruz is the only City in our fiscal 
comparisons with a General Fund budget that 
is fully funded without using one-time reserves
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Capital Investment Program

3/12/2019 1:21 PM

• Review CIP Budget Document

• Massive funding gaps

• Examples of lack of investments

• Prescription to Fiscal Health 
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3/12/2019

Budget Document
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3/12/2019

Budget Document – CIP Overview

Guide to the Capital program

Climate Action Plan projects

Over $300 Million in

Unfunded 

Projects

Maps of projects
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3/12/2019

Guide to the Capital program

 How to understand the program

 Key terms

 Following the numbers (prior year 

carryovers, proposed, future timelines)

 Structure of the program budget

Summary of project categories

 Typical funding sources

 Typical type of projects within each 
fund

Budget Document

Measure H, Gas Tax, Measure D & Grants
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3/12/2019

Capital Investment Program Budgets

 Recommended projects grouped by 

Department then Fund

 Within the department, grouped by 

New then Existing (previously 

approved projects)

Each project includes:

 Project Name & Description

 Prior year totals

 Current year budget & 
estimated actual

 Proposed Budget for Next Year

 Out year project cost estimates

 “Net Project Cost” to each 
applicable fund

Budget Document
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Risks from underfunded program… 
The Capital Investment Program is <$300 million> under funded

The General Fund’s CIP will require a dependable funding source

3/12/2019 1:21 PM

West Cliff Revetment Repair

(Prevent Feb 2016 repeat event)

Water & May Ave – Dec 2014

Storm Drain Improvements
(Prevent repeat event)

Harvey West Ballfield Lighting

Civic Auditorium Roof Repair

Corp Yard Solar Expansion

Seabright Beach Metal Pipe 
Replacement
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Civic Auditorium

3/12/2019 1:21 PM

Current Allocation    $- 0 -

Unfunded placeholder $ 2 million

Full Project over  $20 million
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Wharf Project

3/12/2019 1:21 PM

Current Allocation    $- 0 -

Unfunded placeholder $ 1 Million

Full Project over  $20 million
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Fire Training Center

3/12/2019 1:21 PM

Current Allocation    $- 0 -

Unfunded placeholder $ 2 million
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Pogonip Clubhouse Renovation

3/12/2019 1:21 PM

Current Allocation    $- 0 -

Unfunded placeholder $ 5 million
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MB Sanctuary Scenic Trail Segment 9

3/12/2019 1:21 PM

Current Allocation    $- 0 -

Unfunded placeholder $ 11.9 million
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Other City Solar PV Projects

3/12/2019 1:21 PM

Current Allocation    $- 0 -

Unfunded placeholder $ 1.6 Million

Example: Corp Yard Solar Project
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West Cliff Drive Revetments

3/12/2019 1:21 PM

Current Allocation    $- 0 -

Unfunded placeholder $ 4 million
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Storm Drain Master Plan Projects

3/12/2019 1:21 PM

Current Allocation    $- 0 -

Unfunded placeholder $ 5 million
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Ocean Street Improvements

3/12/2019 1:21 PM

Current Allocation    $- 0 -

Unfunded placeholder $ 6 million
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Examples of other unfunded projects

3/12/2019 1:21 PM

Active Transportation Plan

Current Allocation    $- 0 -

Unfunded placeholder $ 135 million

Facilities Master Plan

Current Allocation    $- 0 -

Unfunded placeholder $ 30.5 million

Street Overlay and Reconstruction

Current Allocation    $- 0 -

Unfunded placeholder $ 30 million
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Recap & what’s coming next

3/12/2019 1:21 PM

What…
is next?

 Engage Budget Focus Group

 Timeline and locations for Budget 101

 April 22nd- City comprehensive Budget and CIP released

 May 8th Council- Budget Hearing and direction

 May 28th Council- Budget Adoption

Recap…
 Local government is not in a boom cycle
 State to double “again” government pension payments
 Decreasing tax bases  (sales, utility users, gas, etc.)
 Lack of CIP funding
 Projected economic slowdown
 Unreasonably low reserve levels given looming recession 

and environmental disaster risk factors
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Council considerations

3/12/2019 1:21 PM

• No Action

• Provide future guidance on creating 
dependable, on-going funding for:

– major Capital equipment (ex., Fire fleet)

– General Fund Capital Investment Projects


