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Est. 1875
CITY COUNCIL
STAFF REPORT
TO: Honorable Mayor and Councilmembers
DATE: February 16, 2010
FROM: John W. Donlevy, Jr., City Manager
SUBJECT: Fiscal Sustainability- Budget, Fiscal, Tax and Economic Recommendations

RECOMMENDATION:
That the City Council:

1. Authorize reductions in budget services and programs as indicated in this report.

2. Adopt Resolution 2010-___, A RESOLUTION OF THE CITY OF WINTERS PLACING THE
“MUNICIPAL USERS TAX AMENDMENT” ON THE BALLOT FOR A GENERAL MUNICIPAL
ELECTION TO BE CONSOLIDATED WITH THE JUNE 1, 2010 ELECTION; DIRECTION TO THE
CITY CLERK TO TRANSMIT A COPY TO THE BOARD OF SUPERVISORS OF THE COUNTY OF
YOLO AND TO FILE A COPY WITH THE REGISTRAR OF VOTERS.

3. Direct Staff to initiate economic development recommendations as outlined in this
report.

BACKGROUND:

Since August, 2009, the City of Winters has discussed the fiscal climate of the City to establish
programs and policies to ensure the overall sustainability of the services, programs, economy,
infrastructure and social climate which make up the City.

The budget climate within the City has reached a critical phase. In Fiscal Year 2010-11, budget
estimates now forecast an operating deficit of approximately $531,000. Much of this deficit is
driven by lower sales and property tax revenues and significantly reduced permit fees due to
the slumbering economy.
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Beginning in June, 2008, the national economy has seen one of the worst recessions in decades.
The combination of the depressed national economy, the collapse of the real estate and
financial markets, along with the many budget issues with the State of California have caused
good financial planning for the City of Winters to be challenged at a maximum level. The
problems are not caused by over spending or bad financial decisions, they are fueled by
traditionally recurring revenues seeing sharp reductions and take aways from the State.

Since August, 2009, the City has received tax estimates for both Property and Sales tax
revenues. Property taxes are expected to see a 4.9% reduction ($85,000) and sales taxes an
18% reduction (5$66,700).

In October, 2009, the City Council approved certain re-organizations to the Departments of
Financial Management, Recreation and Community Development to consolidate some positions
and eliminate others. The City offered retirement incentives which were accepted by two
employees. The total projected cost savings will amount to $99,289 in FY 2009-10 and will
amount to $150,188 in FY 2010-11.

The difference between cuts and re-organization and revenues still leaves an almost $531,000
deficit for the upcoming fiscal year which needs to be resolved.

The City is also facing critical issues related to our public safety. The Police Department is in
serious need of an expansion of the staff to provide basic coverage. The Fire Department is in
need of revenues to expand the paid and volunteer efforts to provide basic care for an aging
Winters population.

In order to address the shortfalls, Staff is recommending that the City move forward with the
following:

1. Service and Program reductions and increases in facility use fees.

2. A proposed increase for the City’s Municipal Services Tax to fund police, fire and
recreation programs.

3. Initiation of an aggressive economic development to generate revenue and jobs to
support the long term fiscal interests of the City.

4. Adjustments to the City’s Impact Fee Program to make development in Winters more
attractive to prospective developers.

The following are the details.
DISCUSSION:

The City’s General Fund is expected to see a $531,000 shortfall in the upcoming fiscal year. In
order to address this, Staff is recommending the following:
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Programs and Service Reductions:

Staff is recommending a progressive reduction of services and facility use to begin addressing
the fiscal deficits. This will also include fee increases and budget reductions.

The following table includes the Staff recommendations on budget reductions:

The following is a summary of some of the changes:

Program or Service Recommendation Fiscal Impact
Increase use fee from $35 per hour to $50 per
hour for private use.
Non-profit groups to now pay $20 per hour use
Community Center charge. $21,305
Seniors to pay flat $3,000 per year fee.
Weekday Community Center Hours now open
at 11:00.
Elimination of Recreation swim programs
Swimming Pool Swim Team use during June and July only. $40,000
Recreation Programs Elimination of summer recreation programs. $52,351
Planning Comm Stipend Eliminate stipend $3,700
Environmental Programs Cancel EARTH Project $15,000
Staffing Non-participation in the Yolo Climate Compact. ’
City Library Contribution Continue contribution SO
Ellmlna;Lci);ei;Counul Continue Stipends S0
Elimination of Council Reduction of City Council training, travel and
Training & Travel meetings. 23,000
Park Maintenance Field use charge to Little League- $5,000 $5,000
City Council Discretionary 50% reduction to $5,000 $5 000
Fund
Employee Wage Freeze Continue freeze in employee wages
Mlscég(;:i;ign;sernal Elimination of leases and internal reductions $75,000
Total |  $220,356
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Community Center:

The Community Center rates would be increased from the current $35 per hour to $50 per hour
for private fee paying parties. Non-profit groups who are currently not charged would now pay
an hourly rate of $20 per hour. This excludes use by the seniors and the WJUSD.

For senior use, we would request a flat $3,000 annually to support the use for the nutrition
program. For the WJUSD, the current joint use agreement prohibits charges based on the
reciprocity of use by the City for school facilities. Weekday hours would be limited to the
Community Center opening after 11:00 a.m.

Use and financial estimates are attached.

Swimming Pool:

Opened in 2007, the Bobbie Greenwood Swim Center was built at a cost of approximately $2
million. The use has seen a combination of youth, adults, the handicapped and mostly, the
Winters Swim Team.

In calculating the costs of operating the facility, the average monthly operating costs for
equipment, maintenance and chemicals is $3,500 (542,000 annually). This excludes gas to heat
the pool which can double the monthly operating cost. Programming for the pool includes
personnel costs of approximately $32,000. This brings the total operation of the pool to
$74,000 at the current levels.

Revenues for the pool are currently $21,519 and are received primarily from the Winters Swim
Team ($8,000) and swim programs ($13,519). This leaves an overall net operating deficit of
(552,480). The expenditures and revenue analysis are attached.

Staff is recommending that the City establish an operating schedule for the pool for a two
month period during each summer for the months of June and July. The Swim Team will be
allowed to use the facility exclusively, paying the City $8,000 and covering all personnel costs
for team coaches. All other programs would be cancelled.

This would bring the total operating costs to $34,000 and create a net savings of $40,000.

Besides public access, the greatest impact will be felt in the elimination of 13 part time
positions, mostly lifeguards.

Recreation Programs:
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Staff recommendation would include the elimination of all recreation programming in the City,
excluding contract classes and lease revenue from the City’s leased space at 301 First Street.
For many years, the City has operated community based recreation programming. This has
included drop-in park programs, children’s theatre, Adult Softball, Fourth of July Fireworks,
Youth Basketball and other programming.

In November, the City Council authorized the elimination of the Recreation Coordinator
position. The remaining costs to the City are approximately $52,351 which are based mostly in
personnel and program costs.

The impacts to personnel will include the elimination of 8 part time positions.

Other Reductions:

Staff is also recommending the following reductions:

e Elimination of the Planning Commission Stipend.

e Cancellation of participation in environmental projects including the Winters EARTH
Project and our participation in the Yolo Climate Compact.

e Reduction of training and meeting expenses for the City Council. Total expenses for City
Council would be limited to $1,000 per member.

e Request that Winters Little League reimburse the City $5,000 toward field use and
electricity for City Park.

e Reduce the City Council Discretionary Fund from $10,000 to $5,000.

e Continue a wage freeze for all City employees.

e Other internal cost reductions, including copiers, maintenance contracts and printing
services and miscellaneous costs. $75,000.

Total cost savings from these reductions is approximately $220,356.

Analysis:

The key concerns with the fiscal situation is to set the City on a course to eliminate the overall
structural deficit. The City is in the third year of using reserve in its fund balance to fund City
services and it is critical to address it at this time.

The following table includes projects for revenues and expenditures for the FY 10-11. The
recommendations developed are to help decrease the deficit spending and maintain the overall
fund balance of the City.
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Financial Sources

Total Estimated Revenues

Expenditures

Total Estimated Expenditures

Net Decrease in Fund Balance

FY '10-11
Current Levels

FY '10-11
Recommended Actions

2,816,287.00

3,298,491.00
(482,204.00)

2,837,592.00

3,118,006.00
(280,414.00)

The overall benefit of the recommended actions is approximately $202,210.

A major concern is the impacts on the City’s reserves which are held in the Fund Balance. The
following table shows the fund balance requirements which will allow the City to operate with
the various options presented in this report.

Fund Balance 6/30/09
Estimated 09-10 Deficit
Estimated Fund Bal 6/3010

Minimun Fund Balance
Required for Operations

Reductions Required to meet
Minimum Balance

Current Budget

with Reorganization

No change in

With Reductions Per

Service Levels

Recommendations

2009-2010 2010-2011 2010-2011

$ 2,592,840 $ 2,280,905 $ 2,280,905
$  (311,935) $  (482,204) $ (280,414)
$ 2,280,905 $ 1,798,701 $ 2,000,491
$ 2,000,000 $ 2,000,000 $ 2,000,000
$  (280,905) $ 201,299 $ (491)

no cuts required

no cuts required

The column for 2009-10 shows the impacts of the reorganizations which occurred in
Recreation, Community Development and Finance. The impacts of the recommendations or not
implementing the recommendations in this report are seen in columns 3 and 4.

Staff recommends that the FY 2010-11 budget be balanced using $280,000 in reserves which
helps in maintaining a Fund Balance of $2 million to assure both cash flow capability and an
emergency reserve. Any balances below this amount could trigger a need for short term

borrowing or warrants if a lack of revenues occurs.
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Recommended Need:

The City is in a position where increasing revenues is paramount to dealing with the service
reductions and eliminating the structural deficit. As shown in the above table, the structural
deficit with the recommended cuts is $280,905.

Staff is advising that the City needs to do the following to avoid additional cuts in the next fiscal
year.

1. Next 18 Months: Increase revenues by $300,000 to erase the structural deficit and the
need to implement additional reductions. This will preserve the reserve/fund balance
and stabilize City finances.

2. Next 24 Months: In Fiscal Year 2011-12, the City should establish a goal of increasing
revenues by no less than $600,000 (an additional $300,000). This will allow for the re-
establishment of community programs and facilities to the current levels.

RECOMMENDATIONS FOR INCREASING REVENUES:

The solution for dealing with the current situation is to either continue with reductions in
spending or to pursue options to increase the overall tax base. The tax base is increased either
through raising taxes or increasing the economics of the community to facilitate a higher basis
for tax collections (mostly property, sales and use taxes).

The City of Winters currently has three (3) supplemental taxes which are paid by residents:

e 4.75% Utility Users Tax paid on phone and utilities.
e $10 per month Municipal Services Tax
e 5$82.50 per year Landscape and Lighting Assessment for parks and lighting.

These taxes fund programs within the General Fund, with the UUT and the Municipal Services
Tax providing revenue mostly for public safety services which are 65% of expenditures.

The City’s General Plan dictates policies which call for the City to enable its land and zoning to
facilitate economic development to sustain the services and programs which are called for to
occur in the City. Economic development is a key element of sustainability. The economic
elements of revenue, livability, jobs all intertwine to make the community “sustainable”.

Staff has prepared the following recommendations which include a tax measure and economic
development to facilitate a fiscal recovery for the City.
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Tax Proposal:

The City of Winters is currently dealing with a multitude of issues, most notably in the need for
additional resources for public safety.

The Winters Police Department currently runs with a majority of its officers working solo shifts.
In a typical week, 21 of 28 shifts are covered by only a single officer. This creates a number of
serious issues, including officer safety issues, periods where the City is not adequately covered
and periods when officers are unavailable to respond to calls when someone is in custody.

For Winters Fire, the issue is after hour and weekend coverage which is currently manned by a
Duty Officer responding from home along with available volunteers. The aging population of
Winters is increasing causing calls after hours and on weekends which is facilitating a need to
transition to a 24 hour response capability.

The City Council has considered the idea of submitting to voters a proposal for an increase in
the City’s Municipal Services Tax. Staff is recommending that the City Council advance the
following proposal to voters to expand current services in key areas:

e Increase the tax by $10 per month effective July 1, 2010. This will provide an additional
$286,080 in revenue.

e Increase the tax by an additional $10 per month effective July 1, 2011, providing an
estimated additional revenue of $294,720.

Total annual revenue generated in Year 2 will be $580,800.
With the revenue, the following would be implemented:

1. Police Services: The hire of 3 additional police officers and the establishment of 1
investigative position within the Department. The City will reinstate the School
Resources Officer.

2. Fire Services: The implementation of a 24/7 Fire response system which will include a
“paid call” system for fire volunteer personnel and a shift system for paid staff
employed in the Department.

3. Recreation Programs: The reinstatement of youth, adult and senior programming in the
City Budget.

The results and the benefits to public safety will be dramatic. Officer safety and response will
increase, the investigation of crime will enable for a more complete public safety response
when it occurs and the reinstatement of a School Resources Officer will benefit students and
the schools alike.
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In the Fire Department, services will shift to a 24/7 staffing capability from the current 8-4
Monday through Friday schedule. It will provide for increase response capability for all call

types.

For recreation, it will enable the City to reinstate the swim programs, fun in the park and
programs like adult softball, expanded senior use of the Community Center and the 4t of July
Program.

Economic Development:

The City is currently in a position to implement a variety of strategies to position the City for
added economic development to generate both tax revenues and jobs. These options include:

1. Aggressively recruit and solicit development of job creating businesses in
developable areas. This would require the following:

a. Reduce impact and building fees to make Winters more competitive as
compared to neighboring cities.

b. Establishment of a streamlined and well developed processing system to allow
businesses to quickly break ground and open properties for desired industries.

c. Actively market the Winters Community as a favorable business atmosphere,
ready to accept emerging industries and technologies.

d. Create a development contract, much like a grant contract, which provides
incentives to developers based on the number of jobs created and the amount of
sales and property tax generated.

Development would provide fee and permit revenue initially and invariably increase the tax
base of the community.

The City should begin working with area commercial brokerages and land owners to provide
incentives for locating business and industry. The idea of establishing a “finders fee” for brokers
who bring development and jobs could prove highly beneficial. These incentives, combined
with a well defined approval process could position the City to receive additional development
as the economy begins to improve.

2. Encourage and promote freeway serving development on Grant Ave. at the
I505. This would primarily include co-brand development (food establishments paired
with fuel/convenience) and hotels/lodging.

a. Inorder to proceed with this, the process would include the following:
i. Architectural planning process to update the City of Winters Design
Guidelines for Grant Ave.
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ii. Roadway/Public Infrastructure planning to combine the Grant Ave.
Access Study and the Safe Streets Project through a Caltrans facilitated
process.

iii. Begin a process (immediately) of actively working with property owners
to define desired businesses and encouraging those to occur within the
Gateway Master Plan area.

The City has interested businesses and developers and the property owners are interested in
developing their properties in this area. In 2009, the City spent almost $400,000 installing
utilities to the Gateway area. This area is ready for development and the City should begin
pursuing such.

Fiscal Benefits:

The City has been approached and is actively working with developers interested in proceeding
with projects for two (2) co-brand projects and a mid-line hotel at Grant/I505. The estimated
tax benefits of such projects are as follows:

Project Estimated Property Tax | Estimated Sales/TOT Tax Total Revenue

Co-Brand (1) $87,500 (S5m Project) $87,500
Service Station $65,000 $65,000
Food $25,000 ($2.5m an Sales) | $25,000
Co-Brand (2) $87,500 (S5m Project) $25,000 ($2.5m an Sales) | $87,500
Service Station $65,000 $65,000
Food $25,000 ($2.5m an Sales) | $25,000

Hotel $140,000 ($8m Project) $200,000 ($2m an sales) | $340,000

Totals $315,000 $380,000 $695,000

These projects also bring jobs. The typical fast food restaurant generates 35-40 jobs per
location. The typical hotel will generate 15-20 jobs and a service station 5. Total estimate on
jobs is between 100 and 120 jobs for three projects.

Development of freeway serving commercial need not preclude a plan for the Grant Avenue
corridor. The properties adjacent to Interstate 505 lend themselves to these types of business,
but careful planning and visioning by City staff, Planning Commission, City Council and property
owners could still result in a vibrant corridor that provides a variety of businesses and services
that complement the downtown, leaving the freeway serving businesses to serve the freeway
traffic.
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3. Impact Fee Adjustments for AB 1600 Major Projects Fees to reduce the
overall costs of development in Winters to become more attractive to developers. This
would include:

a. Removal of projects within the fee program which have been recently developed
by the CDA and City partnerships. This will include the public safety center and
the pool which will eliminate almost $10m in costs from the impact fee program.

b. Cost Adjustments which will reflect current costs for projects.

Fiscal Benefits:

Making projects more affordable to build in Winters will ultimately position the City to see
development sooner and allow for better projects. The City has approved almost 700
residential units and not a single one of them has been constructed. Residential builders will
evaluate affordability of moving forward when the housing market begins to rebound and it will
come down to a cost basis for developing.

For industrial and commercial developers, the square foot cost will ultimately determine
whether to move forward or not. Commercial development will also follow residential, hence
positioning the City for residential development will also benefit the progress of commercial
and industrial projects.

Staff has included an attachment of a draft revision to the Impact Fee Program as an example.

4. Flood Overlay Area- Amended program to include:
a. Establish a financing/assessment district in lieu of a fee program.
b. Re-analysis of the fee program based on previous cost estimates.

The fees within the Flood Overlay area are onerous and establish costs which make the fee
higher than the cost of the land. The establishment of a financing district in lieu of the fees will
allow development to proceed under the guise of a future assessment district which will be
recorded with the development. When the flood project is constructed (ultimately through a
financed project), the district will be established and assessed for the costs.

The re-analysis of the costs of the program will occur to reflect dropping construction costs.
FISCAL IMPACT:
The recommended budget and service reductions will result in a savings of $220,356. This will

include the elimination of 21 part time positions.

Attachments:
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Resolution No. __ Placing a Municipal Service Tax on June Ballot
Community Center Revenue and Tax Projections

Community Center Use Statistics

Pool Use Statistics

Pool Revenue Projections

City Budget Projections Sheet

Personnel Reductions Summary

Strategic Action Plan

City of Winters Economic Development Strategy

City of Winters- Training and Travel Costs Summary
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