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[RIVERSIDE june 23, 2009

Honorable Mayor and City Council
City of Riverside
3900 Main St., Riverside, CA 92522

Fiscal Year 2009-2010 Budget Hearing

Honorable Mayor and Council Members:

I am pleased to submit the Proposed Fiscal Year 2009-2010 Budget for
your consideration and for additional public comments during today’s
Budget Hearing.

This budget has been crafted during the national economy’s most
turbulent period since the Great Depression, and reflects the extent to
which Riverside cannot be fully insulated from events sweeping the
globe. Recent newspaper articles convey a range of strategies being put
in place by local governments throughout California. Cities that failed to
properly interpret fiscal trends over the past few years are now slashing
public services and displacing scores of employees to balance their
budgets. Jurisdictions without sufficient reserves are left with little
recourse during this difficult period. The State of California faces a
meltdown which has been years in the making, and which will be
addressed later in this report. As this report will show, the City of
Riverside is poised to continue along the prudent fiscal path charted by
our City Council; in doing so, the proposed FY 2009-2010 Budget
prioritizes key services, reduces the cost of providing them, and largely
sustains current levels of service provided to Riverside residents.
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FY 2008-09 in Review

As a context for considering next year's Budget, it is important to
consider important highlights achieved during the current year. Under
the Council’'s leadership, the City delivered the following significant
capital improvements for the benefit of Riverside residents:

¢ Invested more than $90 million in transportation improvements
¢ Replaced approximately 64,000 linear feet of water and sewer
infrastructure
¢ Brought new Fire equipment online
e Installed Signal Preemption devices to support emergency vehicle
responses
e Became one of the first jurisdictions to roll out a 4.9 GHz Public
Safety Network
s Purchased replacement Police vehicles
Installed battery backup systems to sustain traffic signals in the
event of power interruptions
Upgraded 10,000 streetlights with energy saving bulbs
Coordinated 120 traffic signals on arterial streets
Installed 1,440 “Count Down” pedestrian lights
Constructed and opened key public facilities throughout the City:
~ La Sierra Interchange
— Jurupa Grade Separation
— JW North Water Treatment Plant
— Orange Terrace Gym/Community Center
— Orange Terrace Library
- Arlington Library
~ Synthetic turf soccer field and Skate Park at Bobby Bonds
Park
- Bryant Park Fitness Center
~ Expanded Bordwell Senior Center
— Centro de Nifios Childcare Center
- Backup Emergency Dispatch Center to sustain Utilities
service

While capital investments certainly represent important achievements, a
broader measure of the City's public service effectiveness can be seen by
also reviewing service levels provided with the resources afforded by the
City Council. While many cities in our region reduced services over the
past year, your Departments set a new standard for efficient service
delivery in providing:

Police (through March 30)
¢ Conducted 3,580 Felony arrests
s Conducted 3,958 Misdemeanor arrests
e Provided DUI Enforcement leading to 388 arrests
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Cleared 1,837 Part I crime cases

Issued 17,440 Vehicle Code citations

Answered nearly 850,000 calls to the 911 Dispatch Center
Provided EMD pre-arrival medical instructions to 12,227 citizens
calling for medical emergencies.

Responded to 9,677 Fire incidents

Answered 17,069 calls for Rescue and Emergency Medical Services
Inaugurated the Emergency Medical Dispatch System

Conducted 5,748 annual inspections

Public Works

Resurfaced 1,842,600 square feet of roadway

Filled 5,144 potholes

Poured 22,316 square feet sidewalk/curb/gutter

Painted 66,634 feet of curb

Trimmed 25,763 trees

Completed 28,524 requests for graffiti removal

Inspected 148,332 feet of sewer/storm drain

Cleaned nearly 2.7 million feet of sewer lines

Cleaned and recycled nearly 514 million gallons of wastewater
Removed more than 47,000 shopping carts from City streets

Public Utilities

Awarded contracts to achieve 50% renewable energy by 2013
Responded to 140,000 calls to the 311 Center

Achieved 99% accuracy on 2 million meter reads

Distributed 160,000 free compact fluorescent light bulbs

Provided City residents with 9,000 free shade trees

Provided more than 23 billion gallons of water to Riverside
residents

Parks, Recreation & Community Services

Conducted contract classes for more than 35,000 participants
Provided aquatics programs for nearly 40,000 participants

Hosted 470 events via indoor and outdoor facility rentals for over
55,000 patrons

Served more than 159,000 participants in Community Services
programming to include workshops, training sessions and targeted
services (education, nutrition, immunization, legal, etc.)

Mowed and edged 33,280 acres of turf

Utilized 12,480 inmate labor hours to provide park maintenance
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Community Development
e Processed 18,624 Code Enforcement cases (projected annual)
¢ Abated more than 72,000 illegally posted signs
e Conducted 46,000 inspections
« Served 20,640 public counter visitors

Library
e Circulated 1.2 million items from the Library collection
¢ Welcomed approximately 1.4 million patron visits
¢ Provided nearly 450,000 Internet sessions

While achieving these impressive strides in public service, all City
departments reduced operating costs over the course of the fiscal year
which soon draws to a close. Among the elements of these cost
reductions has been careful review of position vacancies. Our
Department Heads receive a great deal of credit for their results in an
attrition-based effort which vyielded nearly 150 General Fund vacancies
over the past 12 months. As of this month, the City workforce includes
1,792 General Fund employees filling 1,448 full-time equivalent
positions, along with 872 full-time positions outside the General Fund.

It is also noteworthy that Departments were able to return resources to
the General Fund at year end, generating nearly $15 million in savings
below budgeted FY 2008-09 amounts.

Proposed FY 2009-10 Budget

The recommended FY 2009-2010 Budget sustains the City's progress,
funds key services, maintains a prudent General Fund reserve, fully
supports recommended expenditures and maintains forward momentum
on the Riverside Renaissance Initiative.

The City’s overall proposed budget for FY 2009-2010 is $1,004,109,954
with General Fund expenditures totaling $197,771,105.

This Budget has been prepared consistent with the concepts discussed at
the City Council’s Budget Workshop on June 2". In response to Council
questions and comments, the spending plan was subsequently revised
with recommendations to restore funding for key service priorities.
Details of those updates have been incorporated into the recommended
Budget, and are summarized below.

While the basic framework underlying the Budget was presented during
the recent Workshop, key elements are outlined herein as a means of
facilitating public review and further input on this important Policy
document.
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Revenues

Revenues supporting non-General Fund functions are sufficient to
support services and their related costs in these areas. The following
figures show budgeted amounts for non-General Fund revenue sources:

Charges for Services $448.7m
Intergovernmental $103.3m
Taxes $53.6m
Other (Primarily Interest) $40.2m
Special Assessments $10.7m
Charges to Departments $7.2m
Fines and Forfeits $3.1m
Licenses and Permits $2.7m
Use of Bond Proceeds &

Fund Balances $136.7m
TOTAL: $806.2m

General Fund Revenues, which support many of the City's basic
operations and services are budgeted at $195,601,232. As shown below,
the City’s General Fund revenue trends have closely followed economic
cycles. The three columns to the right are particularly noteworthy, in
that they demonstrate how actual revenues collected in Fiscal Year 2007-
08 along with adjusted current year projections set the stage for revenue
levels forecasted for the year ahead.

Multi-Year General Fund Revenue Trends

$191.65 $197.90 $185.60
$179.32

2004/05 Actual 2005/06 Actual 2006/07 Actual 2007/08 Actual  2008/09 Proj. 200910 Proj.
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The following information outlines General Fund revenue, by source:

Property Taxes $45.6m 23%
Sales & Use Taxes $42.2m 22%
Interfund Transfers $38.4m 20%
Utility Users Tax $28.0m 14%
Charges $9.5m

Other Taxes $8.1m
Licenses/Permits $7.0m

Other $5.9m
Fines/Forfeitures $4.1m

Special Assessments $4.1m
Intergovernmental $2.7m

TOTAL: $195.6m

Budget Strategy

The General Fund is the portion of the Budget through which the City
Council directs resources toward provision of most basic governmental
services. Given the significance of this portion of next year’s spending
plan, the nature of its revenue stream and the broad level of discretion
exercised by the Council, the next section of this report will focus
primarily upon these budgetary elements.

Much of the fiscal pressure bearing upon the City’s General Fund is
attributed to effects of the lingering national economic slowdown. While
the Council’s prudent fiscal policies combined with the City's
entrepreneurial success leave Riverside in a much more favorable
position than our neighboring jurisdictions, we must grapple with drops
in key revenue sources such as Property Taxes and Sales Taxes which
are projected to decline by 14% and 20% below last year’s budgeted
levels.

Per the Council’s direction on June 2™, next year’s spending plan reflects
your key priorities:

Preserve Public Safety

Continue Transportation Investments
Support Business Development
Provide Environmental Leadership
Maintain the Renaissance Momentum
Promote Arts & Culture

A-7



City of Riverside

CITY MANAGER’S BUDGET MESSAGE

Page 7

Over the course of the past year, your Council directed a series of
prudent ongoing adjustments to departmental spending to reflect
regional economic trends which have decreased City revenues. These
directives have ensured that public services have largely been
maintained at levels which can be sustained in the year ahead. The
Council’'s conservative fiscal policies are evident throughout the
recommended FY 2009-10 Budget which allocates approximately $2.2
million in contingency funds to support key services, while maintaining
an overall 20% General Fund Reserve of $40 million by year end.

To maintain the City’s strong fiscal footing, Departments will continue to
prioritize program delivery to meet the Council’s primary policy
directives, eliminate all but the most necessary expenditures, and
maximize use of non-General Fund, grants and other external resources.

The strategy underlying next year’s spending plan focuses on several key
elements:

¢ Internal Service Cost Reductions (3 year trend)
—~ Reduce Human Resources costs by 37%
— Reduce Information Technology costs by 36%
-~ Reduce General Services costs by 47%

e Strategic Cost Control

— Maximize use of non-general fund resources

— Restrict travel and other non-mission critical activities
Citywide

- Reduce contracts, other support expenses

— Adjust Library and Community Center operating schedules to
meet peak demands

- Reduce vehicle replacements

—~ Reduce computer and technology upgrades and new projects

— Prioritize maintenance

¢ Position Cost Control

— Carefully manage vacant staff positions

— Reduce temporary staffing levels

— Assign staff to Renaissance projects and other externally
funded programs

— Assign existing employees to fill vacancies in non-General
Fund activities

— Assign existing Park and Library staff to support new facilities
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The budget plan now before the Council will generally sustain existing
public service levels provided by City Departments. To accomplish this,
implementing the types of cost saving measures described above will
reduce the City’s cost of providing those services. Below are
recommended General Fund allocations to each Department:

Department Rec. Appropriation Change
Police $86.6m -3.70%
Fire $44.6m -1.92%
Public Works $15.6m -9.12%
Parks, Rec, & Comm. Svc. $14.1m -10.52%
Information Technology $9.6m -9.24%
Management, Finance $9.6m -14.01%
Community Development $6.7m -4.15%
Library $6.3m -11.62%
Other Departments $18.5m -3.90%
Assessment Districts $4.9m
Program Adjustments $2.8m
Net Cost Allocation Impact ($17.2m)

Managed Savings ($4.4m)

TOTAL: $197,771,105

(*as compared to FY 08-09 projected actual)

The appropriation levels above also reflect a Status Quo approach to
personnel costs. In other words, the budget does not allocate funding to
increase employee salaries and benefits. To reduce costs - - and to help
preserve existing positions -- most employee groups have stepped
forward to assist by opting to forego a 2% salary increase previously
scheduled to take effect on July 1, 2009. At this writing, the City is
awaiting a formal response from the General Unit, represented by the
Service Employees International Union, with regard to deferral of this
increase. Should an agreement not be reached, additional reductions in
personnel costs of $1.2 million will be required to fund any salary
increases to members of that Union.

Paired with the City’s suspension of Step Increases to employees who
have not yet reached the top step of their respective salary ranges, the
Status Quo approach is projected to save approximately $5.2 million
over the course of the next fiscal year.
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In the area of Non-General Fund expenditures, next year's Budget
appropriates resources to sustain current City operations and services.
Non-General Fund expenditures are categorized below for quick

reference.
Public Utilities $530.7m
Public Works $171.2m
Development $59.4m
Management, Finance $27.7m
General Services $10.2m
Parks, Recreation, Comm. Svc $4.1m
Community Development $1.7m
Airport $1.2m
TOTAL: $806,338,849

Updates Following June 2" Workshop

Consistent with the Council’s discussion of an overall framework for the
Proposed Budget, staff subsequently refined the plan to target additional
funding for key service priorities.
Following is a summary of the adjustments which have since been
incorporated into the Proposed Budget for the Council’s consideration:
Arts & Culture (Arts Special Support) $25,263

Provides additional support for an Arts grant administered by

the Riverside Arts Council. This adjustment would bring the

total available for this program to $280,000.
Sponsorships $15,240

Provides additional City sponsorship funding to non-profit

organizations. This adjustment would bring the total
available for this program to $152,240.

Parks, Recreation and Community Services $101,323

This funding restores 1,732 annual operating hours at
Community Centers.
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Library $321,138

This funding supports central and branch staffing to provide a
total of 378 weekly operating hours throughout the City.
Institution of a single-shift staffing pattern, along with the
recommended additional funding, will prove instrumental in
supporting this service level. The City continues to far
exceed the 256 weekly service hour base which existed prior
to passage of Measure C in 2002.

Development $100,000

An additional investment of $100,000 is recommended at this
critical juncture to further the City’s ability to strengthen the
local economy by attracting businesses, supporting
expansion of existing private sector ventures, and
aggressively promoting Riverside as a destination for tourism
and commerce.

TOTAL: $562,964

These enhancements, supported by use of Contingency funds and
revenues, sustain important programs, while continuing to ensure strong
General Fund Reserves.

Public Service Priorities

As recommended, the FY 2009-10 Budget is intently focused upon the
Council’s public service priorities. These areas of emphasis include:

Police & Fire

Code Enforcement

Homeless Assistance

Community Center programs

Project BRIDGE

Youth Opportunity Center

Anti-Graffiti program

Street Sweeping

Water and sewer infrastructure replacement
Environmental stewardship

New power Generation facilities
Renaissance capital projects

Community outreach/information

Arts & Culture programs

Intern, apprentice, and volunteer opportunities
Digital Inclusion and Citywide Wi-Fi
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Total spending on Public Safety staffing and services comprises
approximately 68% of the General Fund Budget. At this level, the City
will sustain current staffing levels at all Fire Stations, focus Police
resources upon patrol functions while seeking Federal Stimulus funds for
up to 15 new Officers, maximize use of the new 4.9 GHz Public Safety
network, and continue the life saving benefits of our new Emergency
Medical Dispatch program. As a designated Urban Area Security
Initiative jurisdiction, Riverside is also slated to receive nearly $900,000
in funding for Police explosives response equipment, a video downlink
system for our helicopters, Hazardous Material equipment, and
Emergency Operations Center enhancements.

Riverside Renaissance

The recommended FY 2009-2010 Budget continues progress on the
Riverside Renaissance. Consistent with the Council’s direction at the
program’s inception as well as subsequent updates, the Renaissance
addresses the City's long-term public infrastructure needs while serving
as an unprecedented regional economic stimulus.

This historic and visionary investment in Riverside’s future also
incorporates a number of significant aspects:

¢ One-Time Funds are directed toward One-Time Costs;
No General Fund dollars are required for design or construction;
The program uses capital funds not available for ongoing general
government services;

e The current economic climate generates numerous bids, yielding
lower construction costs and greater value for City residents;

e Projects provide opportunities to assign City employees to non-
General Fund activities;

e Construction projects provide a regional private sector economic
stimulus.

Over the coming year, the community can look forward to significant
Renaissance milestones including: completion of the Columbia Grade
Separation, La Sierra Senior Center, Hunt Park Gymnasium, and
Downtown Mall; opening Gala events at the historic Fox Theater;
inauguration of the regionally significant Arlington Heights Sports Park;
and delivery of services at the new Marcy Library.
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Potential State Budget Impacts

While previous sections of this report focus upon fiscal trends and public
service priorities specific to our City, a serious external threat looms as
the State must now reckon with its long-term failure to bring order to its
own finances. Had California’s Governor and Legislature applied the
fiscal prudence and constraint directed by our own City Council, 37
million residents - - and the local communities in which they reside - -
would not now face the potential collapse of State-funded services. It is
now apparent that the State will resort to raiding local revenues to help
mask budget cuts now imminent due to years of excess spending.

As the City braces for potential threats which could reduce funds
currently programmed to support local services, several specific areas
warrant particular vigilance.

Property Taxes: As permitted under Proposition 1-A, the State may
“borrow” up to 8% of each local jurisdiction’s property tax revenues. In
Riverside’'s case, that amount could total nearly $4.7 million; while
repayment is required within 3 years, the ability to enforce such a
provision (or to preclude re-borrowing for a second three-year period) is
untested.

Public Safety Funding: State COPS funding currently supports five
Riverside Police Department positions; a decision to eliminate nearly
$400,000 now received by our City would result in loss of revenues in FY
2010-11. Proposals have also been advanced to levy charges to local
police agencies for forensic services previously supported by taxpayers
and provided by the State; the potential impact to our City could reach
$700,000 or more in the coming year. Lastly, State budget writers are
considering suspension of payments to book prisoners into County jails.
Such payments have been provided in recent years to help rectify a
hasty budget decision made in Sacramento in 1991; reverting to this ill-
advised scheme would cost our City approximately $700-750,000 over
the coming 12 months.

Transportation Funds: the Governor has proposed transferring $1 billion
of local Gas Taxes and weight fees to balance the State Budget. This
proposed raid of critical local funding will also redirect local gas taxes
permanently in future years, jeopardizing the City’s ability to maintain
streets, bridges, traffic signals, streetlights, sidewalks and related traffic
safety facilities for the use of the motoring public. Redirecting our gas
tax funds could constitute a loss of up to $4.8 million next year, seriously
compromising the City’s ability to perform critical, traffic safety related
street maintenance. In addition, the State is considering suspension of
Proposition 42 funding to support streets and roadway projects, which
would strip an additional $2.8 million from next year’s budget. In
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combination, these raids upon local funds created to support
transportation-related improvements could deprive Riverside residents of
the benefits of nearly 60% of the funding which would otherwise go
toward roadway projects, as well as routine improvements such as curbs
and gutters, sidewalks and wheelchair ramps.

Social Service Programs: While cities are not the purveyors of State and
County funded social services, sharp reductions in “safety net” programs
will leave an indelible mark in local communities as some residents most
in need of assistance may be denied basic aid. The potential impacts of
this scenario are devastating, both at the individual and neighborhood
levels...and will leave the City with fewer options to address this
potentially tragic outcome.

As illustrated in even the few examples above, it is clear that the stakes
have never been higher in terms of local impacts driven by State Budget
policy. Staff will continue to monitor developments on this front, and will
seek opportunities for direct engagement with State Legislators by our
Mayor and Council. Should State officials continue along this course, the
League of California Cities, California State Association of Counties and
California Redevelopment Association and other cities/counties stand at
the ready to seek legal redress for any questionable State actions.

Summary and Recommendations

While preparation of the FY 2009-2010 Budget represents the most
challenging fiscal process this City has faced in recent memory, this
funding plan has been carefully crafted in accordance with the Council’s
clear directives and designed to reflect your public service priorities. I
believe that the foundation for this budget is sound, having been based
upon the solid financial planning undertaken by this Council in
anticipation of current economic realities.

City staff sincerely appreciates the clarity with which the Council
communicates its vision for providing services while managing City
resources in a balanced and prudent manner. Your strong leadership in
this process was integral to the success in crafting a Final Budget to fulfill
the Council’s policy direction for the year ahead.

IT IS, THEREFORE, RECOMMENDED that the City Council:

1. Conduct a Public Hearing to receive citizen comments on the
proposed Fiscal Year 2009-10 Annual Budget;

2. Provide direction to staff regarding any modifications to be made
prior to adoption of the Annual Budget; and
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3. Consider adoption of the Final Budget during the evening session of
the City Council’s June 23, 2009 meeting.

Respectfully Submitted,

BRADLEY J. @N \
City Manager

Attachments
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RIVERSIDE June 23, 2009

Honorable Mayor and City Council
City of Riverside
3900 Main St., Riverside, CA 92522

Fiscal Year 2009-10 Budget Adoption
Honorable Mayor and Council Members:

I am pleased to submit, for your review and adoption, the City of
Riverside’s Fiscal Year 2009-10 Budget.

This Final Budget has been prepared consistent with the City Council’s
direction during the Budget Workshop on June 2", and is now presented
for your approval following the Budget Hearing conducted during this
afternoon’s session. Detailed narrative submitted in conjunction with the
Budget Hearing outlines the context in which this Budget was crafted, as
well as public service levels sustained through this recommended funding
plan.

IT IS, THEREFORE, RECOMMENDED that the City Council:

1. Adopt a resolution approving the City of Riverside’s Final Budget
for FY 2009-10 totaling $1,004,109,954 of which $197,771,105
comprises the General Fund; and

2. Authorize the staffing authorizations as set forth in Attachment E,
subject to classification review by the Human Resources
Department; and

3. Authorize the City Manager, or his designee, to execute contracts
approved for funding in the approved budget.

Respectfully Submitted,

Attachments

3900 Main Street « Riverside, California 92522 . (951) 826-5199
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