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PREFACE

BUDGET PROCESS OVERVIEW

The City of San Luis Obispo has received national
recognition for its use of a two-year budget process that
emphasizes long-range planning and effective program
management. Significant features of the City's two-year
Financial Plan include the integration of Council goal-
setting into the budget process and the extensive use of
formal policies and measurable objectives. The Financial
Plan includes operating budgets for two years and a
capital improvement plan (CIP) covering four years.

While appropriations continue to be made annually under
this process, the Financial Plan is the foundation for
preparing the budget in the second year. Additionally,
unexpended operating appropriations from the first year
may be carried over into the second year with the
approval of the City Manager.

Purpose of the Two-Year Financial Plan

The fundamental purpose of the City's Financial Plan is to
link what we want to accomplish for the community with
the resources necessary to do so. The City's Financial
Plan process does this by: clearly setting major City goals
and other important objectives; establishing reasonable
timeframes and organizational responsibility  for
achieving them; and allocating resources for programs
and projects.

Major City Goals

Linking important objectives with necessary resources
requires a process that identifies key goals at the very
beginning of budget preparation. Setting goals and
priorities should drive the budget process, not follow it.

For this reason, the City begins each two-year Financial
Plan process with in-depth goal setting workshops where
the Council invites candidate goals from community
groups, Council advisory bodies and interested
individuals; reviews the City's fiscal outlook for the next
five years and the status of prior goals; presents their
individual goals to fellow Council members; and then set
and prioritize major goals and work programs for the next
two years. City staff then prepare the Preliminary
Financial Plan based on the Council’s policy guidance.

Financial Plan Policies

Formally articulated budget and fiscal policies provide
the foundation for preparing and implementing the
Financial Plan while assuring the City’s long-term fiscal
health. Included in the Financial Plan itself, these
policies cover a broad range of areas such as user fee cost

recovery goals, enterprise fund rates, investments, capital
improvement management, debt management, capital
financing, fund balance and reserves, human resource
management and productivity.

Preparation and Review Process

Under the City Charter, the City Manager is responsible
for preparing the budget and submitting it to the Council
for approval. Although specific steps will vary from year
to year, the following is an overview of the general
approach used under the City's two-year budget process:

First Year. As noted above, the Financial Plan process
begins with Council goal-setting to determine major
objectives for the next two years. The results of Council
goal-setting are incorporated into the budget instructions
issued to the operating departments, who are responsible
for submitting initial budget proposals. After these
proposals are comprehensively reviewed and a detailed
financial forecast is prepared, the City Manager issues the
Preliminary Financial Plan for public comment. A series
of workshops and public hearings are then held leading to
Council adoption of the Financial Plan by June 30.

Second Year. Before the beginning of the second year of
the two-year cycle, the Council reviews progress during
the first year, makes adjustments as necessary and
approves appropriations for the second fiscal year.

Mid-Year Reviews. The Council formally reviews the
City's financial condition and amends appropriations, if
necessary, six months after the beginning of each fiscal
year.

Interim Financial and Project Status Reports. On-line
access to “up-to-date” financial information is provided to
staff throughout the organization. Additionally,
comprehensive financial reports are prepared monthly to
monitor the City's fiscal condition, and more formal
reports are issued to the Council on a quarterly basis. The
status of major program objectives, including CIP
projects, is also periodically reported to the Council on a
formal basis.

Administration

As set forth in the City Charter, the Council may amend
or supplement the budget at any time after its adoption by
majority vote of the Council members. The City Manager
has the authority to make administrative adjustments to
the budget as long as those changes will not have a
significant policy impact nor affect budgeted year-end
fund balances.
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HOW TO USE THE FINANCIAL PLAN DOCUMENT

OVERVIEW

This document reflects the City's continued use of a two-
year financial plan that emphasizes long-range planning
and effective program management.  The benefits
identified when the City's first two-year plan was
prepared for 1983-85 continue to be realized:

B Reinforcing the importance of long-range planning in
managing the City's fiscal affairs.

B Concentrating on developing and budgeting for the
accomplishment of significant objectives.

B Establishing
objectives.

realistic timeframes for achieving

B Creating a pro-active budget that provides for stable
operations and assures the City's long-term fiscal
health.

B Promoting more orderly spending patterns.

B Reducing the amount of time and resources allocated
to preparing annual budgets.

Appropriations continue to be made annually; however,
the Financial Plan is the foundation for preparing the
budget for the second year. Additionally, unexpended
operating appropriations from the first year may be
carried over into the second year with the approval of the
City Manager.

PURPOSE OF THE FINANCIAL PLAN

Although the City's Financial Plan document itself may
introduce new plans or policy goals, its primary purpose
is to serve as the Council's primary tool for programming
the implementation of existing plans and policies by
allocating the resources necessary to do so.

Through a variety of policy documents and plans—such
as the General Plan, Urban Water Management Plan,
Access and Parking Management Plan, Pavement
Management Plan, Short-Range Transit Plan, Facilities
Master Plan and Conceptual Physical Plan for the City’s
Center—the City has set forth a number of long-term
goals for the City to accomplish. However, with limited
resources, some process must be developed for evaluating
priorities and determining which of the goals included in
these plans will be accomplished over a given period of
time.

This is the fundamental purpose of the City's Financial
Plan: to link what we want to accomplish in the near term
with the resources required to do so.

The City's Financial Plan process does this by:

B |dentifying the most important things for us to
accomplish for our community.

B Establishing a reasonable timeframe
organizational responsibility for achieving them.

and

B Allocating the resources necessary to do so.

FINANCIAL PLAN ORGANIZATION

In achieving its purpose of identifying the most important
things for the City to accomplish over the next two years
and allocating the resources necessary to do so, the
Financial Plan serves four roles:

B Policy Document. Sets forth goals and objectives
to be accomplished and the fundamental fiscal
principles upon which the budget is prepared.

B Fiscal Plan. Identifies and appropriates the
resources necessary to accomplish objectives and
deliver services; and ensures that the City's fiscal
health is maintained.

B Operations Guide. Describes the basic

organizational units and activities of the City.

®  Communications Tool. Provides the public with a
blueprint of how public resources are being used and
how these allocations were made.

In meeting these roles, the Financial Plan is organized
into the following nine sections. Each of these sections is
introduced by an overview that comprehensively
describes its purpose, format and content.

Section A
Introduction

Includes the Budget Message from the City Manager,
budget highlights, City mission statement, organizational
values, directory of officials and advisory bodies,
organization chart and awards for distinguished budget
presentation.
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Section B
Policies and Objectives

Summarizes the fiscal policies that guide preparation and
management of the budget; presents major City goals and
related work programs; and summarizes the status of prior
major City goals.

Section C
Budget Graphics and Summaries

Provides simple pie charts and tables that highlight key
financial relationships and summarize the overall budget.

Section D
Operating Programs

Presents the City's operating programs that form the City's
basic organizational units, allow for providing essential
services to citizens and enable the City to accomplish the
following tasks:

W Establish policies and goals that define the nature and
level of services to be provided.

B Identify activities performed in delivering program
services.

B Propose objectives for improving the delivery of
service.

B Identify and appropriate the resources required to
perform activities and accomplish objectives.

The City's operating programs are organized into six
major functional areas which in many instances cross
departmental boundaries and funding sources: public
safety; public utilities; transportation; leisure, cultural &
social services; community development; and general
government.

Section E
Capital Improvement Plan

Presents the City's capital improvement plan (CIP) that
includes all of the City's construction projects and
equipment purchases that cost $15,000 or more.

Section F
Debt Service Requirements

Summarizes the City's debt obligations at the beginning
of the Financial Plan period.

Section G
Changes in Financial Position

Provides combined and individual statements of revenues,
expenditures and changes in fund balance/working capital
for each of the City's operating funds.

Section H
Financial and Statistical Tables

Includes  supplemental financial and  statistical
information such as revenue estimates and assumptions,
interfund  transactions, authorized staffing levels,
appropriations limit history and general demographic
information about the City.

Section |
Budget Reference Materials

Describes the major policy documents and preparation
guidelines used in developing and executing the Financial
Plan; and provides a Budget Glossary of terms that may
be unique to local government finance or the City's
Financial Plan.
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ABOUT THE CITY

Who We Are and How We Got Started

The City of San Luis Obispo serves as the
commercial, governmental and cultural hub of
California’s Central Coast. One of California’s
oldest communities, it began with the founding of
Mission San Luis Obispo de Tolosa in 1772 by
Father Junipero Serra as the fifth mission in the
California chain of 21 missions.

The mission was named after Saint Louis, a 13th
century Bishop of Toulouse, France. (San Luis
Obispo is Spanish for “St. Louis, the Bishop.”) The
City was first incorporated in 1856 as a General Law
City, and became a Charter City in 1876.

Where We’re Located

With a population of 44,000, the City is located
eight miles from the Pacific Ocean and is midway
between San
Francisco and Los
Angeles at the
junction of
Highway 101 and
scenic Highway 1.

San Francisco

San Luis Obispo is
the County Seat,
and a number of
federal and state
regional offices and
facilities are located
here, including Cal
Poly State
University, Cuesta Community College, Regional
Water Quality Board and Caltrans District offices.

San Luis OBISPO

Los Angeles

The City’s ideal weather and natural beauty provide
numerous opportunities for outdoor recreation at
nearby City and State parks, lakes, beaches and
wilderness areas.

G reat Place to Live, Work and Visit

While San Luis Obispo grew relatively slowly
during most of the 19th century, the coming of
Southern Pacific Railroad in 1894 opened up the
area to the rest of California. The City’s distance

-jv -

from major metropolitan areas to the north (San
Francisco Bay Area) and south (Los Angeles) have
allowed our area to retain its historic and scenic
qualities, which contribute to the superb quality of
life our residents enjoy, and attract visitors from
many other areas.

I )owntown

Another key feature contributing to the City’s great
quality of life is our delightful downtown. The heart
of downtown is Mission Plaza. With its wonderful
creek side setting and beautifully restored mission
(that continues to serve as a parish church to this
day), Mission Plaza is the community’s cultural and
social center.

This historic plaza is complemented by a bustling
downtown offering great shopping, outdoor and
indoor dining, night life, and its famous Thursday
Night Farmers’ Market, where you can buy locally
grown fresh produce and enjoy an outdoor BBQ.

This unique blend of history, culture, commerce and
entertainment make San Luis Obispo’s downtown
one of the most attractive, interesting and
economically vibrant downtowns in America.

G overnment

The City operates under the Council-Mayor-City
Manager form of government. Council members are
elected at-large and serve overlapping, four-year
terms. The Mayor is also elected at-large but for a
two-year term, and serves as an equal member of the
Council. The Council appoints the City Manager
and City Attorney. All other department heads are
appointed by the City Manager.

San Luis Obispo is a full-service city that provides
police, fire, water, sewer, streets, transit, parking,
planning, building, engineering and parks &
recreation services to the community.
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BUDGET MESSAGE

TO:
FROM:

City Council
Ken Hampian, City Manager

Following an extensive series of community workshops,
forums and hearings that began almost a year earlier in
late June 2008, the Council adopted the 2009-11
Financial Plan on June 16, 2009. The following is the
Budget Message that was presented by the City Manager
in the Preliminary Financial Plan, which was distributed
to the community and Council on May 28, 2009.

“To get through the hardest journey,
we need take only one step at a time —
but we must keep on stepping.”

This ancient Chinese proverb is apropos to our
2009-11 budget journey.

Our journey started almost twelve months ago in
June 2008, when it became clear that we would have
a very difficult task ahead us in adopting the General
Fund budget. In response, we took our first step:
implementing the Fiscal Health Contingency Plan.
We then began preparing “budget rebalancing”
actions for 2008-09, which the Council approved in
September 2008.

This is also the month when we formally launched
the 2009-11 Financial Plan process, with Council
approval of key budget dates and related actions.
Although the signs of a severe national economic
decline were becoming increasingly clearer, little did
we know at the time that we would be “stepping”
our way through the worst recession since the Great
Depression.

The many subsequent steps that we have taken in the
months leading to the release of the Preliminary
2009-11 Financial Plan are well chronicled later in
this Budget Message. These steps have not been
taken easily or at times, without great uncertainty.
There have also been differences of opinion about
which direction was best as we navigated our path.

However, the Council has made the decisions that
needed to be made at each juncture along the way
and we have kept on stepping toward the deadline
established back in September for the Plan’s release:
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May 28, 2009. Today, with the release of this
document, we have met our deadline.

But our steps have accomplished much more than
meeting a deadline. When this process started, our
strategic objectives included preparing a Preliminary
Financial Plan that:

1. s fiscally responsible and structurally balanced
for the long-term.

2. Preserves essential services and provides a
reasonable level of infrastructure maintenance.

3. Uses a variety of “ingredients” in crafting a
budget that is balanced from both a fiscal and
community impact perspective (“Budget Gumbo

).

4. Meaningfully involves the community and
organization in surfacing and considering
budget-balancing options.

5. Minimizes lay-offs.

6. Reflects employee group contributions in
helping close the gap and mitigating lay-offs
through salary concessions via the “zero year”
concept.

7. Relies upon solid and clear fiscal policies as its
foundation for decision-making.

8. Retains General Fund reserves at policy levels
given the many uncertainties facing us and
serving as the first line of defense in the event of
further State takeaways.

9. s led by Council action at key decision points in
the process in defining the problem, setting
goals, adopting work programs to achieve them
and approving clear concepts in balancing the
budget.

We believe that the Preliminary Financial Plan
achieves all of these objectives.

We knew that we would have to tighten our belts
considerably and make many difficult operational
and capital program cuts. This recommended plan is
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balanced largely based on expenditure cuts: about
80% of the solution.

We also believed that some modest revenue
increases would be needed as part of the solution
and the Council has made some difficult, but
judicious, decisions to include revenue as a 15%
contribution toward closing our budget gap.

We also hoped for leadership and assistance from
our employees, including a “zero year” in salary
adjustments for 2009-10. We got that.

And we agreed that we must keep our reserve strong,
as a first line of defense, should the economy get
worse — or should the State “come calling,” as they
are wont to do. This plan proposes that we maintain
minimum reserve policy of 20% of operating
expenditures — an essential buffer against panic and
uncertainty, if we are to face a sudden added
challenge in the coming weeks or months.

We don’t know what the future holds, but as your
City Manager, I strongly believe that the many steps
we have taken over the last several months has
resulted in a Preliminary 2009-11 Financial Plan that
achieves our original strategic objectives at a very
high level. There are a few more steps to go, but we
are headed in the right direction.

We just need to keep on stepping to June 16, 2009,
when the Council will adopt the 2009-11 Financial
Plan.

BUDGET OVERVIEW

Another very tough budget that would
be much worse without Measure Y

Just two years ago, we characterized the City’s fiscal
outlook as the best in many years. This was largely
due to the passage of Measure Y in November 2006,
which established a general-purpose, Y2-cent City
sales tax. It also reflected an improved local
economy and the absence of the threat of more State
budget takeaways.

Unfortunately, this is not the case today. The City is
facing another very tough budget season. While
Measure Y revenues continue to be a bright spot —in
fact, without them we would be facing a dire fiscal

A-2

situation instead of “just” a very tough one — all of
the other bright spots have darkened from two years
ago.

There are several key actors in our fiscal story.
However, the most significant is the largest
economic downturn since the Great Depression.
This results in declines or tepid growth in our most
important revenues, while costs — “but for” the
corrective actions reflected in the Preliminary
Financial Plan, would continue to grow.

The Gap Facing Us

The five-year fiscal forecast (Forecast) presented to
the Council in December 2008 projected a “budget
gap” of $10.4 million annually in 2009-11. Based
largely on continued and steep downturns in
transient occupancy tax (TOT) revenues since then,
this has grown to $11.3 million.  This would be
much worse without Measure Y revenues: it would
rise to almost $17 million annually.

Budget-Balancing Strategy

In April 2009, the Council conceptually approved
the budget-balancing strategy in closing this gap. As
shown below, expenditure reductions play the
largest role in this strategy, accounting for about
80% of the total, including CIP reductions that
account for over 40%.

2009-11 Budget Balancing Strategy:
$11.3 Million Gap

O Other
O Cost of Revenues O Reserve
Services 2% 4%
Study

9%

O Sale of 610
Monterey
3% m CP
0O Mutual Aid Reductions
Reimb 43%
3%
Expenditure Reductions: 79%
@ Operating
Programs
28% @ Employee
Concessions

8%
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Background: What We’ve Already Done

While the challenges facing us are significant, we
did not start this process flat-footed. Based on the
“six-point” Fiscal Health Contingency Plan we
prepared in October 2001, we have had an “early
warning” system and

general strategy for
responding to  the
alarms.  This resulted

Fiscal Heath
Contingency Plan

1. Maintain reserves

in the_ following at minimum policy
preventative measures. level.
.. 2. Follow other key
1. Hiring an_d_ budget and fiscal
travel/training policies.
“chill” starting in 3. Monitor fiscal
June 2008. health on an

ongoing basis.

2. Total hiring freeze
in filling regular
positions in
December 2008
based on the results
of the Forecast,
pending adoption
of Financial Plan.

4. Assess the
challenge: short or
long-term problem?

5. Identify options.

6. Prepare and
implement action
plan.

3. September Budget

“Rebalancing” Actions. On September 30,
2008, the Council completed the short-term
action steps set forth in the Fiscal Health
Contingency Plan when it took formal action to
“re-balance” the budget by closing a gap of $4.8
million in the current year. The most
significant of these actions was to “freeze”
implementation of a new neighborhood patrol
program and delete $2.4 million in capital
improvement plan (CIP) projects, including
$925,000 for street paving. Largely because of
these short-term actions, we project beginning
2009-11 with a balanced budget and reserves at
policy levels.

Based on the Fiscal Heath Contingency Plan action
steps, we have now arrived at “Step 6: Preparing and
Implementing the Action Plan”—which in this case
is the 2009-11 Financial Plan.

Preparing the Budget-Balancing Strategy

In putting together the “metrics” of our proposed
budget-balancing strategy, we considered a number
of sources, including:

Community Feedback. As part of the budget
process, there has been extensive community
involvement through advisory bodies, surveys,
letters, budget workshops and the Community
Forum. In crafting our proposed budget-balancing
strategy, we tried to be very sensitive to what we’ve
heard.

On balance, while there is a wide range of varying
interests, there is one common thread to the
feedback we’ve received, which is contrary to the
conventional wisdom about wanting government to
do less.

As reflected in the almost 500 responses we received
to the “Community Budget Bulletin” survey we sent
with our utility bills December 2008, the fact is that
almost everyone wants the City to keep doing the
same things—or more—in virtually all areas of the
City’s operations: more street maintenance, more
open space preservation, more traffic congestion
relief (including more bikeways), more public safety
services, more creek and flood protection, more
senior services and facilities, more code
enforcement, more downtown improvements more
park and recreation services ...

While not scientific, the survey results from the
community forum are also reflective of this: while
interest varies between categories, in no service area
did a majority of respondents want “less;” in fact, in
every category, the overwhelming interest was for
the “same or more.”

Community Forum Results

Level of Attention
(Compared to Current)
Less Same More
Public Safety (Police, Fire &
. . 8 13 3

Paramedic Services)
Street Maintenance/Paving 2 15 5
Traffic Congestion Relief
(includes improved bicycle 5 2 18
paths)
Creek & Flood Protection 4 9 6
Senior Services & Facilities 3 13
Neighborhood Code

7 8 3
Enforcement
Open Space Preservation 1 7 17
Downtown
Protection/Improvements ! 16 !
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And there is scientific data supporting this indication
for “same or more” City services. In the
professional public opinion survey conducted three
years ago in June 2006, 74% of the community rated
the City’s services as good or excellent; and this
may help explain the more informal results of “same
or more.”

Council. The Financial Plan is responsive to the
results of the Council’s goal-setting process in
January 2009; and the work programs and strategic
budget direction approved by the Council on April
14, 2009: that our budget-balancing strategy should
include some combination of reserves, CIP and
operating expenditure reductions and added
revenues as allowed under Proposition 218. Council
goals for 2009-11 are discussed in detail later in the
Budget Message.

“Front-Line” Employees. We have extensively
involved and engaged our employees throughout the
organization, both in communicating the problem
and in generating thoughtful solutions. This process
resulted in over 700 budget-balancing ideas. Many
of these are reflected in the budget-balancing
strategy and many others are “in-the-pantry” that
may be brought to bear on challenges facing us in
the longer-term.

Employee Groups. We have worked very closely
with the leadership of all five of our employee
associations as well as our unrepresented
management and confidential employees. Employee
concessions provide almost $1 million in annual
General Fund cost savings compared with initial
budget estimates (and $1.2 million all funds
combined).

This was achieved by all employee groups agreeing
to no cost of living salary adjustments (“zero year”)
in 2009-10. In addition to these very tangible
contributions to the closing the budget gap, the
employee groups have been very helpful and
supportive in this process.

Department Heads. After receiving the “bright
ideas” from their employees, Department Heads
made specific recommendations to the City Manager
on those they thought should be strongly considered
as budget-balancers for 2009-11. (The criteria we
used in making this assessment are discussed
below.) In follow-up to this, the Department Heads
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and City Manager met for many hours over several
days in discussing these ideas and reaching
consensus on the recommended strategy.

CIP Review Team. Along with other coordinating
duties, one of the primary responsibilities of this
group is to review all CIP budget requests and make
recommendations to the City Manager. Its members
include the Directors of Public Works, Utilities,
Community Development, Parks & Recreation,
Finance & Information Technology, Police Chief
and Assistant City Manager. The CIP component of
the proposed budget-balancing strategy reflects the
results of their review.

Keeping the Organization Informed. Throughout
the process of preparing the Preliminary Financial
Plan, we have worked hard to keep our employees
informed. These efforts included an extensive series
of City Manager emails and newsletter columns,
many face-to-face employee briefings, a “rumor
control” intranet site and department head
communications.

Evaluation Criteria

Based largely on the framework set forth in the
Fiscal Health Contingency Plan, we used the
following criteria in preparing the proposed budget-
balancing strategy:

1. Can it be implemented and realistically be relied
upon as a budget balancer in 2009-11?

2. s it within our control to do?

3. s it reasonable and balanced? Does it reflect
shared sacrifice?

4. ls it focused on service impacts and priorities—
not an “across-the-board” approach?

5. s it sensitive to costs and “affordability?”

6. Does it maintain essential facilities,
infrastructure and equipment at reasonable
levels?

7. How does the “value” compare with the effort?

8. How will we be positioned afterwards for the
future?
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MAJOR CITY GOALS

For 2009-11, in recognition of the extraordinary
fiscal challenges facing us, the Council has adopted
just four major City goals:

e Preservation of Essential Services and Fiscal
Health

¢ Infrastructure Maintenance
e Traffic Congestion Relief
e Economic Development

The goal-setting process is discussed in greater
detail later in the Budget Message; and detailed work
programs to achieve them are provided in Section B
of the Preliminary Financial Plan (Polices and
Objectives). However, these focused goals reflect
four things:

1. Responding pro-actively and responsibly to the
greatest economic downturn since the Great
Depression.

2. Priorities expressed by the community during
the goal-setting process.

3. Focus on preserving core services and

maintaining what we already have.

4. Close alignment with the priorities that surfaced
both before and during the Measure Y
campaign.

KEY BUDGET STRATEGIES

General Fund Budget Balancing Actions

The General Fund “budget gap” that faced us in
preparing the Financial Plan was similar to the
Forecast presented to the Council in December 2008.
However, as noted above, it grew to $11.3 million
(an added $900,000), largely due to steep downturns
in TOT revenues since then.

The budget-balancing actions in the Financial Plan
closely follow the conceptual strategy approved by
the Council in April 20009:
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Closing the Gap

Annualized | % of Total
Reserve * 445,400 4%
New Revenues
Cost of Services Study 1,030,700 9%
Use of Property
Sale of 610 Monterey 325,000 3%
Other Uses of Property 60,700 1%
Mutual Aid Reimbursements 375,000 3%
Impoved Cost Recovery 205,000 1%
Expenditure Reductions
CIP Reductions 4,756,900 43%
Employee Concessions 899,700 8%
Operating Programs 3,182,800 28%
Total $11,281,200 100%

* Retains at 20% policy but on lower operating expenditures

As reflected above, while reserves and added
revenues play an important role, about 80% of the
proposed budget-balancing strategy relies upon
expenditure reductions. The following summarizes
each of the four key budget-balancing components:

O Reserves

Given the many uncertainties ahead of us, we
recommend retaining reserves at our minimum
policy level of 20% of operating expenditures.
However, the proposed budget-balancing strategy
reflects a reduction in operating expenditures of
about $4.1 million. Because the reserve is set on a
percentage basis and not fixed amount, this results in
a lower reserve of 20% at the end of 2009-11 of
$890,000.

Averaged over the two-year Financial Plan, this
results in an annualized contribution in closing the
gap of $445,400.

® Added Revenues

As noted by the City Manager when the results of
the Cost of Services Study were presented to the
Council in February 2009, we recognized that this is
a difficult time to raise fees. On the other hand,
without the proposed added revenues, we will need
to cut even deeper into our CIP and operating
programs. In short, if we do not assess fees where it
is reasonable to do so, then general purpose revenues
are subsidizing the difference. And this in turn
means even deeper cuts in services like police, fire
and street maintenance that rely heavily on general
purpose revenues and have very limited cost
recovery options.
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The revenue recommendations are all consistent
with the City’s user fee cost recovery policy; and
although they play an important role in the overall
budget balancing strategy, they are only about 15%
of the solution, (with expenditure reductions playing
the leading role at about 80% of the solution).

As reflected in the chart above, the new revenues are
organized into four main categories:

Cost of services study implementation

Use of City property

Mutual aid reimbursements

Improved cost recovery for services not
addressed in the cost of services study
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As discussed in depth with the Council in April
2009, these fees are consistent with the City’s
adopted user fee cost recovery policies. The
following more specifically summarizes our revenue
recommendations, which should be adopted
concurrently with budget approval scheduled for
June 16, 20009.

Cost of Services Study

The results of this comprehensive analysis of service
costs, current cost recovery and added revenue
potential under current cost recovery policies were
presented to the Council on February 24, 20009.
Given the existing construction environment, we
estimated that the implementing the study findings
would generate about $1.4 million annually.

As discussed with the Council on April 21, 2009, we
recommend implementing $1.0 million of the study
findings. The following summarized key study
recommendations:

1. Police. The cost of services study recommends
a reduction in the fees for impound vehicle
releases and vehicle tow release fees. This will
result in $25,500 less revenue. This is offset by
$30,000 higher revenues for Driving under the
Influence (DUI) collision cost recovery, noise
and nuisance abatement and various other
miscellaneous items.

2. Fire. Increasing permit fees for fire sprinkler
systems and other annual operating and special
permits will increase revenues by $135,600.

3. Parks & Recreation. Increasing outdoor facility
rental fees will result in $12,800 of additional
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revenue; and improving cost recovery for
contract classes for teens and boomers will result
in additional revenues of $800.

4. Development Review Services. Implementing
the study’s recommended fee increases for
building, planning, engineering and fire
development review fees will result in additional
revenues of $839,200.

5. General Government. Improving cost recovery
for business licenses will result in added revenue
of $37,800.

Use of Property

Detailed information on more effective use of City
property was presented to the Council on April 14,
2009, summarized as follows:

1. Sale of 610 Monterey to the Parking Fund.
Selling the house at 610 Monterey purchased by
the General Fund to the Parking Fund is
estimated to generate $650,000 in 2009-10.

In 1998, the house at 610 Monterey (Monterey
at Nipomo) came on the market. Because this
site had been previously identified as a
candidate for several possible City uses, the
Council approved taking advantage of this
opportunity to acquire a strategic Downtown
property from a willing seller. Since no specific
use was identified for the site at that time,
General Fund resources were used. Since that
time, the Council has identified this general area
as the next parking structure.

2. Telecommunications Lease at Santa Rosa
Park. Leasing space at Santa Rosa Park for an
additional telecommunications provider will
generate $57,000 in 2009-10 and $58,300 in
2010-11.

3. Outsourcing Sale of Surplus Property. Using
an internet auction site to sell Police Department
surplus property will generate approximately
$3,000 annually.

Expanded Mutual Aid Reimbursements

As detailed in the April 14, 2009 report to the
Council, expanding mutual aid assignments above
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Forecast projections will generate an added
$350,000 in 2009-10 and $400,000 in 2010-11.

Other Cost Recovery Opportunities

Detailed information on other opportunities for
improved cost recovery for services not addressed in
the cost of services study was presented to the
Council on April 14, 2009, summarized as follows:

1. Improved Accounting for Parking Citation
Revenue. Improving accounting for parking
citation revenue by allocating parking citations
issued by Police Department staff from the
Parking Fund to the General Fund/Police
Department will generate $50,000 annually.

2. Administrative Citations for Open Alcohol
Container Violations. Issuing administrative
citations for first offense violations of Municipal
Code 9.04.010 (Possession of open containers or
consumption of alcoholic beverages in public
places) rather than criminal citations will
generate $29,300 annually.

3. Improved CUPA Cost Recovery. Aligning the
City’s “CUPA” (Certified Unified Program
Agencies — coordinated programs for hazardous
materials regulations such as underground
storage tanks) fees with those charged by the
County Environmental Health Department will
generate $23,800 annually.

4. Improved Child Care Cost Recovery (Sun ‘n
Fun and S.T.A.R.). Improving child care cost
recovery by increasing hourly rates in alignment
with the market from $3.30 per hour to $4.00
per hour and providing a discounted monthly
pass based on the current rate of $3.30 per hour
will generate an additional $38,500 in revenue

annually.
5. Improved Swim Center Cost Recovery.
Improving swim center cost recovery by

increasing fees associated with lap swimming
and recreational swimming for adults, youth and
seniors in bridging a portion of the gap between
program costs and revenues will generate an
additional $5,400 in 2009-10 and $8,200 in
2010-11.

6. Improved Golf Course Cost Recovery.
Improving golf course cost recovery will reduce
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the General Fund subsidy by $79,300 in 2009-
10 and by $114,300 in 2010-11.

7. Appeal Fee. Currently, there is a fee for
planning-related appeals to the Council of $100,
which is far less than the cost of providing this
service. Increasing the appeal fee to $100 for
tree appeals and $250 for all other appeals to the
Council will generate approximately $900 in
2009-10 and $1,200 annually thereafter.

8. Pre-Application and Conceptual Review Cost
Recovery. Increasing the analysis done for pre-
application and conceptual reviews will respond
to the need expressed by the development
review community. Implementing a modest fee
to recover staff costs for these reviews will
generate $9,800 annually.

9. Planning and Zoning Project Inspection (Blue-
Card Inspection). Implementing a “blue card”
inspection fee will generate $49,600 in 2009-10
and $37,200 in 2010-11.

10. Engineering Permitting Services. Improving
cost recovery for engineering permitting services
will generate $2,300 annually.

® CIP Reductions

Detailed information for each proposed CIP project
request is included in Appendix B, which will be the
sole focus of discussion at the special budget
workshop scheduled for June 9, 2009. The proposed
General Fund CIP  reflects the staff’s
recommendation for the lowest possible in
reasonably maintaining our existing infrastructure
and facilities.

The December 2008 Forecast assumed an annual
General Fund CIP of about $8.4 million. The
proposed budget balancing strategy reduces to this to
about $3.6 million, for a savings of $4.8 million
compared with the forecast.

This is certainly less than we had planned in light of
passage of Measure Y. On the other hand, it
represents a significant increase over the General
Fund CIP for several years prior to that. For
example, the General Fund CIP budget (excluding
fleet replacements) was $1.6 million in 2006-07.
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Moreover, as reflected in the work program for the
“Infrastructure Maintenance” major City goal, even
with limited resources, we

Important are planning a very
Caveat aggressive  “maintenance-
Even with the oriented” CIP in 2009-11.
constrained And as reflected in the open
General Fund Space preservation CIp
CIP, there will project, we recommend
still be some continuing to  allocate
“new” projects significant General Fund
underway in resources to this goal in
2009-11 leveraging outside funding,
fuggteeciptﬁ’sg'e albeit at a lower level than
funds, grants in 2007-09.

and impact . .
fees: and Public Art Policy. The
carryover City’s public art policy calls
projects from for the City to invest 1% of
2007-009. the General Fund
construction component of

the CIP. Given the fiscal
challenges facing us, we do not recommend funding
public art at this level. On the other hand, in good
times and bad, we require the private sector to
contribute %% of construction costs towards public
art. Accordingly, we recommend continuing to fund
public art in 2009-11, but at %% of construction
costs, consistent with private sector obligations.

Project Phasing. Each project initially submitted
by departments presented a compelling case for
meeting capital needs. However, any additional CIP
projects will have to be balanced by deeper cuts in
the operating budget. Accordingly, in several cases,
while a project may have been meritorious, its costs
relative to the resources available was so large that it
has been deferred beyond the four-year CIP.

The deferred projects are summarized in the
Financial Highlights section. Of these, the
following three key projects are especially
noteworthy, in light of their desirability versus
resource constraints.

1. Mid-Higuera Widening. Moving forward with
this project in any meaningful way, given our
past and current resource commitments to other
projects, like the recent Santa Barbara and
Orcutt Street widenings and the Los Osos Valley
Road/Highway 101 interchange, is simply
beyond the resources we can envision being
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available within the next four years. In fact,
given the deferred timeframe for this project, we
recommend that $543,500 in current TIF
funding from the Mid-Higuera widening project
be redirected to accomplish the
bicycle/pedestrian bridge over Highway 101 in
order to facilitate completion of that segment of
the Railroad Safety Trail.

However, as directed by the Council, we will
return with analysis of the costs and benefits of
the median proposed for South Higuera that
assesses whether removal of the median would
significantly reduce project costs; and if so,
whether this warrants removal of the median
from the Mid-Higuera Street Enhancement Plan.

2. South Street Median Landscaping. The
medians will be completed by CalTrans soon
and will be filled with wood chips until the City
installs irrigation and landscaping.  This is
unlikely to happen within the next four years.

3. Laguna Lake Dredging. Dredging Laguna
Lake is a very expensive proposition and would
require $580,000 for the acquisition of the
equipment necessary to dredge. This does not
include the costs of additional staffing that
would be required.

Possible “Stimulus” Funding in Augmenting the
CIP. As discussed at the April 14, 2009 Council
meeting, the City is leaving no stone unturned in
pursuing opportunities to use “stimulus” funding in
meeting City CIP needs (as well as operating where
available and appropriate). It is possible that we
may able to offset some of the reduced CIP with
"stimulus” funding.

® Operating Budget Reductions

There are two key components to operating budget
reductions:

Employee Staffing Cost Reductions. As noted
above, employee concessions provide almost $1
million in annual General Fund cost savings
compared with initial budget estimates (and $1.2
million all funds combined).

Operating Service Reductions. As detailed in a
supplemental supporting document to the Financial
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Plan: Appendix A: Significant Operating Program
Change, we are recommending $3.2 million in
operating program deductions. This includes 24.4
full-time equivalent (FTE) positions in the General
Fund. Of these, 17.2 are regular positions, all of
which are vacant. Due to the hiring freeze,
retirement incentives and employee concessions, we
have been able to achieve our goal of fully
mitigating lay-offs in the General Fund.

Organized by department, the supporting detail in
Appendix A provides the following information for
each operating program reduction:

Affected program within the department.
Description of the option.

Its impact on services.

Reduction in “full-time equivalent” (FTE)
staffing for regular and temporary employees.

5. Annual savings in each year.
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For several of the General Fund reductions, such as
enterprise fund reimbursement of services provided
to them by the Natural Resources Protection
program, there is no direct service impact: it simply
reflects better cost accounting

However, for many of the options, there are
significant service impacts. On the other hand, there
are also creative responses to the times we are
facing, including organizational restructurings.

Operating Program Reduction Summary. As
presented to the Council in April 2009, departments
prepared over 130 operating reduction options
totaling $5 million on annual basis. As summarized
below, the Preliminary Financial Plan recommends
implementing $3.2 million of these:

General Fund Operating Reductions

Annual Savings*
Department Amount %
Council, Administration, 393,300 11%
City Attorney, City Clerk
Human Resources 104,600 9%
Finance & Information Technology 308,800 8%
Community Development 172,250 6%
Parks & Recreation 273,150 7%
Public Works 739,250 6%
Police 876,050 6%
Fire 315,400 3%
Total General Fund $3,182,800 6%

* Annual Average for 2009-11
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As reflected above, the deepest reductions are in the
support departments, ranging from 11% to 8%; with
smallest reductions in “front-line” departments like
Public Works, Police and Fire, ranging from 6% to
3%. As discussed above, these reductions include
17.2 regular positions. However, none of the
proposed reductions will result in regular staff lay-
offs, based on current vacancies and anticipated
retirements.

Rigorous Focus on “Base Budgets.” In preparing
the operating budgets, all departments took a deep
look at their operations with a critical eye toward
reductions. Wherever possible, departments reduced
their “base” budget, with a focus on areas where
goods or services were no longer required or there
were savings from renegotiating contracts.

Two examples include: $97,000 in savings from the
recently re-bid janitorial contract in Public Works
and $16,500 in funding no longer required for Mardi
Gras response based on the Police Department’s
successful efforts to control this event.

We also took a more detailed approach in projecting
regular staffing costs than in prior years. This
rigorous approach in preparing the “base budget”
was a major factor in offsetting many of the
“downs” that surfaced after preparation of the
Forecast.

Participation of Enterprise Funds in this Process

The enterprise funds—water, sewer, parking, transit
and golf—account for about 40% of the City’s
financial operations. While the fiscal problems
facing the City are largely in the General Fund, the
enterprise funds have also participated in the budget-
balancing/expenditure reduction process. In several
cases, they are an integral part of the General Fund’s
balancing strategy for expenditure reductions. With
these added costs, there will be added pressure on
rates.  However, it is our goal through belt-
tightening and cost reductions to absorb these costs
and to avoid rate increases above what would
otherwise have been required.

Long Story Short: The enterprise funds are not
exempt from budget reductions. And the budget
reductions provided in Appendix A reflect the
operating expenditure reduction options
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recommended for the enterprise funds in mitigating
rate increases.

COUNCIL GOALS
The fundamental purpose of the City's Financial

Plan is to link what we want to accomplish over the
next two years with the

Forum), January 31, 2009 (Council Goal-Setting)
and April 14 (Goal Work Programs).

Using the services of a professional facilitator, the
Council reached agreement on 13 goals organized
into the following three priority groupings at its
January 31 goal-setting workshop:

© Major City Goals. These

resources required to do so. The
Financial Plan process approved
by the Council does this by:

1. Identifying the most
important, highest priority
things for us to accomplish
for the community.

2. Establishing a reasonable

Major City Goals

Top Council Goals for 2009-11

Major City Goals and Other Important
Council Objectives, and the work programs
to accomplish them, are set forth in detail in
the Policies and Objectives section.

e Preservation of Essential Services and
Fiscal Health

e Infrastructure Maintenance

represent the most important,
highest priority goals for the
City to accomplish over the
next two years, and as such,
resources to accomplish them
should be included in the
2009-11 Financial Plan.

The Financial Plan fully
funds all four of the major

timeframe and o . . _ City goals set by the Council,

organizational responsibility  Traffic Congestion Relief in accordance with the

for achieving them. e Economic Development detailed work  programs

3. Allocating the resources Other Important Council Objectives approved by the Council in

- . : - April 2009. These work
e Land Use and Circulation Revisions .

necessary to do so. _ programs  are  provided

* Open Space Preservation Section B: Policies and

This approach only has meaning | «  Green House Gas Reduction and Objectives of the Preliminary

if there is a way of identifying Energy Conservation Financial Plan.

key goals at the beginning of the R
process that drive budget
preparation, not follow it.

Downtown Maintenance & Beautification

e Historic Preservation

@® Other Important Council
Objectives.  Goals in this

The City begins its two-year budget process with
Council goal-setting. This follows an extensive
effort to involve advisory bodies and the community
in this process. It also follows consideration of a
number of analytical reports such as the General
Fund Five-Year Fiscal Forecast and comprehensive
updates on the status of long-term plans and policies,
current major City goals and capital projects.

While the specifics of the process vary from plan to
plan, the City has used this basic approach for the
past eighteen years. The following summarizes the
process for 2009-11.

Goal-Setting Process for 2009-11

For 2009-11, the Council held five workshops for
this purpose on November 20, 2008 (“Setting the
Table”); December 16, 2008 (“Building the
Foundation”), January 15, 2009 (Community

category are also important
for the City to accomplish over the next two years.
In general, goals in this category reflect the
continuation of current goals or new initiatives that
are not likely to have significant General Fund
resource requirements.

In addition to the four Major City Goals set by the
Council, all of “Other Council Objectives” are also
reflected in the Preliminary Financial Plan based on
the detailed work programs approved by the Council
in April 2009. These are also provided in Section B:
Policies and Objectives of the Preliminary Financial
Plan

© Address As Resources Permit. While it is
desirable to achieve these goals over the next two
years, doing so is subject to current resource
availability.
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The four goals adopted by the Council in this
priority grouping are:

Creek and Flood Protection. Advance Mid-
Higuera flood protection improvements by seeking
Zone 9 funding to complete design, obtain approvals
and make progress toward construction as resources
will allow.

Skate Park. Develop plans and specifications and
seek funding to construct a skate park.

Urban Forest. Update master plan and develop
recommendations to renew the urban forest and
plant more trees.

Homeless  Services. Identify and pursue
opportunities to implement the “Ten-Year Plan to
End Chronic Homelessness.”

All four of these goals are reflected in the
Preliminary Financial Plan in some fashion.

Other Program Objectives

Along with goals set by the Council, the Financial
Plan also includes objectives proposed by the staff
for improving the delivery of City services. These
are different from Council-initiated goals in two
important ways:

1. Council goals are generally focused on
objectives that can only be successfully achieved
through  Council leadership, support and
commitment; program objectives proposed by
staff are typically more internally focused on
improving day-to-day operations, and can
usually be achieved through staff leadership,
support and commitment.

2. Achieving Council goals has a higher resource
priority.

Each of the 73 operating programs presented in the
Financial Plan clearly identifies major City goals,
other Council goals and other program objectives.
KEY ROLE OF MEASURE Y REVENUES

Measure Y is a Y-cent general purpose sales tax
adopted in November 2006 with 65% voter
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approval. It is projected to generate about $5.6
million annually in added General Fund revenues in
2009-11.

As noted above, Measure Y revenues play an
important role in mitigating even deeper cuts in City
services. Given the deep recession and its impact on
key General Fund revenues, we will not be able to
sustain the level of service and facility
improvements we launched in 2007-09 in far
different economic times.

However, Measure Y revenues will allow us to
continue funding many of the community priorities
that surfaced before and during the Measure Y
campaign; and equally important, they will prevent
the much deeper cuts in these priority areas that
would otherwise be required.

Linkage to Council Goal-Setting

The proposed uses of Measure Y revenues in 2009-
11 are closely aligned with the top goals and
objectives adopted by the Council, summarized as
follows:
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2009-11 Measure Y Uses

O Open Space
Preservation
3%

O Downtown
Maintenance/
Beautification

4%

O Traffic
Congestion
Relief

2%

®  Neighborhood
Code Enforcement
2%

| Maintenance
Services
20%

@ Infrastructure
Maintenance
52%

| Public Safety
17%

B Preservation of
Essential
Services

39%

As reflected above, Measure Y uses fall into five
categories in alignment with top Council goals:

o Preservation of Essential Services: Public
Safety; Maintenance Services (Streets,
Sidewalks, Parks and Flood Protection); and
Neighborhood Code Enforcement

e Infrastructure Maintenance

e Traffic Congestion Relief

e Open Space Preservation

e Downtown Maintenance & Beautification

These are described in greater detail following
Financial Highlights.

Accountability for Use of Measure Y Revenues

The ordinance approved by the voters in adopting
Measure Y is very clear that these revenues are for
general purposes in funding essential services like
police, fire, streets, flood protection, code
enforcement and open space preservation.

Voters recognized that challenges and priorities
change over time; and that the Council would need
flexibility in using Measure Y revenues in
responding to these. For this reason, one of the key
accountability features in Measure Y is using the
City’s budget and goal-setting process as the
primary way of determining the use of these General
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Fund revenues.
Measure Y:

As provided in Section 4(B) of

Integration of the Use of Funds into the City's
Budget and Goal-Setting Process. The
estimated revenue and proposed use of funds
generated by this measure shall be an integral
part of the City's budget and goal setting
process, and significant opportunities will be
provided for meaningful participation by
citizens in determining priority uses of these
funds.

In short, the proposed use of Measure Y revenues in
2009-11 are based on the results of Council goal-
setting, which — as intended in Measure Y — reflect
the community priorities that surfaced before and
during the Measure Y campaign as well as those that
emerged during the 2009-11 goal-setting process.

PROSPECTS FOR THE FUTURE

The New Era of Perpetual Uncertainty

The Preliminary Financial Plan reflects the best
information we have at this point regarding key
revenue sources and State funding. Over the next
several months, we will undoubtedly become better
informed about key revenue trends and the impact of
State budget decisions on us, and will have to make
changes accordingly. The simple fact is that
uncertainty regarding our fiscal situation is going to
be with us well beyond budget adoption. Among
these many uncertainties are the following:

More State Takeaways. One of the “biggest shoes
yet to drop” is how the State’s budget process will
ultimately affect us. And the last time the State
faced a similar (but smaller) problem, it did not
adopt its budget until September (constitutional
requirements to do so by June 30, 2009
notwithstanding).

The Financial Plan does not assume any significant
State budget cuts, which could be at risk in this
process. For example, our revenue projections
assume continued receipt of the:

1. Vehicle license fees: $135,000.

2. Police officer training (POST) reimbursements:
$70,000.
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3. “COPS” grant (law enforcement funding):
$100,000.

4. Booking fee reimbursement: $200,000
5. Proposition 172 funds: $260,000

Cumulatively, these are worth $765,000 annually:
$1.5 million over the term of the 2009-11 Financial
Plan. Any one of these—along with the possibility
of the State “borrowing” 8% of our property tax-
related revenues (about $1.3 million) as allowed
under Proposition 1A—could fall victim to the
State’s budget axe. Given the significant reductions
in operating and CIP reductions already reflected in
the Financial Plan, finding another $2.8 million in
ongoing or one-time reductions would be painful.

Performance of Key Revenues. Recent trends in
two of our top three General Fund revenues—sales
tax and TOT—are mixed at best. The recent
Gottshalks’ bankruptcy and upcoming store closure
is just one example of the uncertain times ahead.
While this closing was not a specific factor in our
projected decrease of “base level” sale tax revenue
decreases of 15% between 2008 and 2011, the
underlying trends that led to this closing were
factored into our revenue assumptions. On the other
hand, this closure could certainly be the harbinger of
even tougher times yet to come.

Dealing with Uncertainly

This uncertainty underscores three key factors in our
proposed budget balancing strategy:

1. We need to keep our reserves at minimum
policy levels. They are our first line of the
defense in the event of even greater economic
downturns or State budget takeaways.

2. This is also why we purposely surfaced more
options in balancing the budget than the “math”
required. These will remain in our pantry and
will be available if needed.

3. Lastly, while we plan to lift the “freeze” once
the budget is adopted, we plan to leave the
“chill” in place indefinitely. This means that
Department Heads will be able to fill vacant
positions, but only on a case-by-case basis with
City Manager approval.
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CLOSING THOUGHTS

After thirteen Council workshops and hearings
beginning in September 2008 through Council
adoption in June 2009—it is appropriate to step back
from the many details in our budget and ask
ourselves: what have we accomplished over the past
ten months? As outlined throughout the Budget
Message, the answer is: a great deal.

In the final analysis, a balanced budget is not just a
financial concept: it also means actions that strike a
balance between delivering day-to-day services,
maintaining existing public facilities, funding new
initiatives and protecting against an uncertain future.

In presenting the Preliminary Financial Plan to the
Council, we made our best efforts in balancing these
competing but equally important goals. However,
these balancing recommendations ultimately became
the hard choices to be made by the Council in
adopting the budget on June 16, 2009—the last step
of our long fiscal journey for 2009-11.

The staff wishes to thank the Council for your
leadership and support throughout this long and
difficult process.

%%ﬂf:&p——-

Ken Hampian, City Manager
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Plan necessarily coincides with the ongoing
demands of day-to-day operations. Without the
dedication of these City staff members, this budget
would not have been possible.

Ultimately, the benefits associated with this
preparation effort would not exist without the
Council's support of long-term planning and
modern, innovative budgeting practices as well as
their willingness to devote long hours to the budget
review and decision-making process.
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OVERVIEW

Total proposed appropriations for 2009-10 are $96.6
million summarized as follows:

Governmental Enterprise
Funds Funds Total
Operating Programs 48,614,500 22,401,200 71,015,700
CIP 10,238,200 5,607,600 15,845,800
Debt Service 2,901,800 6,921,100 9,822,900
Total $61,754,500)  $34,929,900f $96,684,400

As discussed previously, the budget for 2009-11 is
balanced for all funds.

What is a balanced budget? The City’s fiscal
policies define a balanced budget as one where:

1. Operating revenues are equal to or greater than
operating expenditures, including debt service.

2. Ending fund balance (or working capital in the
enterprise funds) meets minimum policy levels.
For the general and enterprise funds, this level
has been established at 20% of operating
expenditures.

This means that it is allowable for total expenditures
to exceed revenues in a given year, but in this
situation beginning fund balance can only be used to
fund capital improvement plan projects, or other
“one-time,” non-recurring expenditures.

FINANCIAL CONDITION SUMMARY

General Fiscal Environment

As discussed in the Budget Message, we are facing
another tough budget season, which would be much
worst without Measure Y. While there are several
reasons for this, the most significant one is the
largest economic downturn since the Great
Depression.

Budget Compared with the Forecast

Generally on Target with Recent Forecast. The
updated revenue and expenditure projections are
generally consistent with the results of the recent
five-year General Fund forecast (Forecast) presented
to the Council on December 16, 2008 as part of the
2009-11 Financial Plan process  However, as

discussed in the Budget Message, the gap facing us
has grown to $11.3 million. While there are other
“ups and downs,” the primary driver behind the
larger gap are steep downturns in TOT revenues
since then.

Most Significant Changes from Forecast

Transient Occupancy Tax (TOT). As discussed
below, the most recent information available
indicates a continued decline in the current year’s
TOT revenues and we anticipate that decline to
continue in the coming months. The Forecast
assumed an increase in TOT revenues of 2% per
year. Based on recent trends, we have revised our
projections to reflect a decline of 8% in 2008-09 and
10% decline in 2009-10, followed by modest 2%
growth in 2010-11. This represents a decrease in
revenue of approximately $1 million annually during
2009-11, relative to the Forecast.

Development Review Fees. The Forecast assumed
that revenue from planning, building, engineering
and fire development review fees would be 25% less
than prior years. Year-to-date results and a review
of potential development activity have resulted in
further reducing this target to 45% less than prior
years. This results in approximately $600,000 per
year in reduced revenues.

Other “Ups and Downs.” These downward
revisions are partially offset by higher projections
for interest earnings on the revenue side and lower
“base” operating costs than estimated in the
Forecast. This was due to two factors: departments
took their stewardship responsibilities very seriously
in preparing their operating budget requests (which
in turn were closely reviewed by their assigned
Budget Analysts); and Finance used a more detailed
methodology in  preparing regular staffing
projections than in prior years.

REVENUE HIGHLIGHTS

General Fund

Sources used in preparing General Fund revenue
projections include:

1. Analysis of key revenue trends for the past
fifteen years compared with changes in the
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consumer price index, population and other
demographic factors as well as legislative and
other structural changes.

2. Economic trends as reported in the
national media.

3. Forecast data for the State prepared by
the UCLA forecasting project, and for
San Luis Obispo County by the UCSB
Forecasting Project (of which the City
is a sponsor).

4. Economic and fiscal trends provided by
the State Legislative Analyst and the
State Department of Finance.

5. Revenue estimating materials prepared
by the State Controller’s Office and the
League of California Cities.

Ultimately, however, the 2009-11 revenue
projections reflect the staff’s best judgment about
how the local economy will perform over the next
two years, and how it will affect our key revenues.

Key General Fund Revenues

Similarly, the Measure Y “%-cent sales tax is
projected to follow the same declines. Even so,
we project that Measure Y revenues will
generate $5.6 million in 2009-10, and $5.8

"Situs" Sales Tax % Change: Last Eight Quarters

[ 1.5%
[ 0.6%

1st Qtr 2007

2nd Qtr 2007

3rd Qtr 2007
4th Qtr 2007
1st Qtr 2008
2nd Qtr 2008

3rd Qtr 2008

4th Qtr 2008

-9.9%

-12.5%

Detailed descriptions and revenue assumptions for
the City’s top ten revenues, which account for
approximately 95% of total General Fund revenues,
are provided in Section H: Financial and Statistical
Tables of the Financial Plan.

The following is an overview of assumptions for the
top three General Fund revenues, which

account for about 60% of total General

Fund sources:

1. Sales Tax. This is the City’s number
one General Fund revenue, accounting
for 35% of General Fund sources.

Following a 3% decline in 2007-08, we
expect a 7.5% decline in “base” sales
tax revenues for 2008-09 followed by a
2.5% decline in 2009-10. We anticipate
some recovery in the economy in the
second year of the Financial Plan and
expect a modest 2% growth in 2010-11

-30% -25% -20% -15% -10% -5%

-10.0%  -7.5% -5.0% -2.5% 0.0% 2.5% 5.0%

million in 2010-11. Without these, our budget
situation would be much worse.

2. Property Tax. Under Proposition 13, assessed
value increases are generally limited to 2%
annually. They can be increased to market value
for improvements or upon change of ownership.
Based on both long-term and recent trends and
projected growth in new housing units, property
tax revenues are projected to increase by 2% in
2009-10 and 3% in 2010-11.

3. Transient Occupancy Tax (TOT). Compared
to the prior year, year-to-date revenues through
March are down by 6.6%. As shown in the chart

0.0%
6.49

July
August

September
October
November
December
January
February
March

Year-to-Date

0% 5% 10%

below, there have been significant declines
during the past seven months.
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Based largely on overall year-to-date trends for
the first nine months of the year, we are
projecting a continued decline in TOT revenues.
Because our most important tourism months are
in the early part of the fiscal year, we anticipate
that the recent trends will continue, resulting in a
10% decline in 2009-10. However, we project
that we will see TOT revenues stabilize late in
the first year of the Financial Plan and grow by
2% in 2010-11.

Other General Fund Revenues

Other General Fund revenues are consistent with the
December 2008 Forecast. The following highlights
some key exceptions:

1. Investment Earnings. Animproved interest rate
environment and a larger investable fund
balance results in a revised estimate for 2008-09
that is $200,000 higher than projected. Annual
estimates for 2009-11 will be approximately
$200,000 higher than the Forecast.

2. Development Review Fees. As previously
mentioned, our basic assumptions for planning,
building, engineering and fire development
review fees, resulted in revenues 25% lower
than the prior year. However, we have made a
further downward revision 2009-11 based on the

current development market.  This revision
results in revenue estimates that are
approximately $600,000 lower annually than the
Forecast.

Enterprise Fund Revenues

Comprehensive  rate  reviews and revenue

requirement projections for the next four years were
presented to the Council on June 11, 2009 for each
of the City’s five enterprise funds: water, sewer,
parking, transit and golf. The following is a brief
overview of enterprise fund rate actions approved by
the Council for 2009-11.

Water Fund. Consistent with the multi-year rate
setting strategy previously approved by the Council
to improve the City’s water distribution and
treatment systems as well as fund participation in the
Nacimiento water project, the Council approved rate
increases of 12% in July 2009 and 11% in July
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2010. These increases are on target with prior
projections for 2009-11.

Sewer Fund. The Sewer Fund also uses a multi-
year rate-setting strategy. In order to continue
supporting an adequate capital improvement plan
and meet high wastewater treatment standards, the
Council approved rate increases of 9.3% in July
2009 and 9% in July 2010. These increases are on
target with prior projections for 2009-11.

Parking Fund. In 2006, the Council approved a
series of stepped rate increases for meters and
structures in assuring adequate revenues to cover
parking operating costs and CIP goals. Effective
July 1, 2009, parking meter and structure hourly
rates were approved to increase by 25 cents per hour
and overtime parking violations by $1.00 per ticket.
The Council deferred the rate increase in the non-
core meter areas and structures to July 2010; and set
overtime parking violations at $30.

Transit Fund. Increases in general fares from
$1.00 per ride to $1.25 were approved by the
Council in April 2009, with similar increases in bus
passes and special fares, to help fund day-to-day
operations as meet State fare box recovery
requirements (20% of operating costs). No
additional fare box rate increases are required for
2009-11.

Golf Fund. In accordance with City policy, the golf
course is not expected to fully recover its costs due
to the largely senior and youth market that it serves.
General Fund subsidies of the course are likely for
the foreseeable future due to several factors,
including the nine-hole nature of the course and lack
of driving range facilities.

However, we have successfully taken a number of
actions in mitigating General Fund support, such as
golf carts rentals, long-term cellular site lease and
offering programs aimed at increasing the diversity
of players at the course.

Given the current market golf market, the Council
approved a $2.00 per round rate increase for 2009-
10 and an additional $1.00 per round increase for
2010-11. Similar increases in passes and other
special rates were also approved.
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OPERATING PROGRAM HIGHLIGHTS

Appropriations for operating programs—day-to-day
delivery of services—total $71 million for 2009-10
summarized as follows:

Operating Programs: 2009-10
Governmental Enterprise
Funds Funds Total

P ublic Safety 24,275,500 24,275,500
P ublic Utilities 13,200,700 | 13,200,700
Transportation 3,162,800 4,269,400 7,432,200
Leisure, Cultural &

Social Services 6,689,200 524,400 7,213,600
Community

Development 7,056,800 7,056,800
General Government 7,429,900 4,406,800 | 11,836,700
Total $48,614,200 | $22,401,300 | $71,015,500

A summary of significant operating program
changes — both reductions needed to balance the
budget and increases needed to maintain basic
services — is provided in the Expenditure Summaries
part of Section D.

Additionally, each of the operating program
narratives (also provided in Section D) discuss any
significant  changes. Lastly, comprehensive
supporting documentation for each change—both
increases and reductions—is provided in Appendix
A: Significant Operating Program Changes to the
Financial Plan.

The following summarizes the most significant of
the increases (“Top Ten”) on a program basis from a
policy and service level perspective.

Public Safety

Police Services

Booking Fee Increase. An increase in booking fees
will cost $18,900 annually in 2009-11.

Animal Control Services Agreement. Continuing
the agreement with the County for animal control
services will cost an additional $24,100 in 2009-10
and $51,300 in 2010-11.

Public Utilities

Water Services

Salinas Reservoir Operations. Ensuring efficient
and reliable operations of the Salinas Reservoir by
providing adequate funding to the San Luis Obispo
County Flood Control and Water Conservation
District, the agency responsible for the Salinas
Reservoir water supply operations, will cost the City
an additional $25,000 in 2009-10 and $1,235,900 in
2010-11.

Off-setting cost savings in Whale Rock Operations
in the amounts of $106,000 in 2009-10 and $98,000
in 2010-11 will result in a net operating cost saving
of $81,000 in 2009-10 and a net operating cost
increase of $1,137,900 in 2010-11.

Wastewater Services

Water Reclamation Facility Utility Services and
Chemicals. Increasing utility service costs for
electricity, natural gas, and chemical costs for
process compliance will cost an additional $300,200
in 2009-10 and $324,300 in 2010-11.

Wastewater Collection Infiltration/Inflow
Reduction Study. Conducting flow monitoring and
hydraulic modeling of the wastewater collection
system to identify and quantify areas of excessive
infiltration/inflow, determine cost effective methods
for infiltration/inflow reduction, and comply with
State mandate for capacity assurance will cost
$75,000 in 2009-10 and $75,000 in 2010-11 to
complete the study.

Transportation

Bicycle Coordinator. Maintaining a part-time
temporary Bicycle Programs Assistant in the
Transportation Planning and Engineering Program to
assist with implementation of the Major City Goal
for Traffic Congestion Relief will cost $32,700 in
2009-10 and $36,000 in 2010-11.

Leisure, Cultural and Social Services

Railroad Corridor Maintenance. Providing
maintenance in the railroad right-of-way within the
City limits will cost $30,000 annually for vegetation
control.



FINANCIAL HIGHLIGHTS

Community Development

Long Range Planning

Land Use Element Update. Completing focused
revisions to the Land Use Element will cost $20,000
in 2009-10 and $20,000 in 2010-11 to pay for
contract staff assistance and outreach efforts. This
work will be performed in conjunction with an
upgrade to the traffic model, which will be
separately funded from transportation impact fees.

Climate Action Plan. Creating a Climate Action
Plan to develop policies and programs to address
reductions in greenhouse gas emissions will cost
$10,000 in 2009-2010 and $15,000 in 2010-11 to
pay for student interns or contract staff assistance to
augment regular staff.

Economic Development

Strategic Incentive Program. Creating a strategic
economic development incentive program to achieve
the objectives of the Major City Goal for Economic
Development will cost $37,500 in 2009-11.

Regular Staffing Changes

General Fund. There are 17.2 full-time equivalent
(FTE) regular employee position reductions along
with 6.4 temporary FTE reductions recommended in
the General Fund. There are no regular employee
layoffs in the General Fund as result of these
reductions.

Enterprise and Agency Funds. There are 3.0 FTE
regular position reductions and 0.2 temporary FTE
reductions in the enterprise and agency funds,
resulting in one employee layoff.

As reflected in the summary below, these reductions
are across all departments and levels of the
organization:
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Net Changes in Regular Staffing Positions

Staffing FTE *
Department Temporary Regular
GENERAL FUND
Council, Administration, City
Attorney, City Clerk 1.0
Human Resources 0.2
Finance & IT 0.3 2.2
Community Development 0.3 1.0
Parks & Recreation 6.5
Public Works (2.4) 6.5
Police 0.8 55
Fire 0.7 1.0
Total General Fund 6.4 17.2
ENTERPRISE AND AGENCY FUNDS
Utilties: Water 0.2 1.1
Utilties: Sewer 1.8
Whale Rock 0.1
Total Other Funds 0.2 3.0
TOTAL 6.6 20.2
* Full-Time Equivalents
Additional information on specific staffing

reductions is available in Appendix A.

CIP HIGHLIGHTS

As summarized below, the two-year CIP for 2009-11

totals $27.1 million:

CIP Summary: 2009-11

CIP Expenditures by Function

2009-10

2010-11

P ublic Safety 1,343,400 138,700
P ublic Utilities 4,697,000 6,065,400
Transportation 7,250,900 3,496,700
Leisure, Cultural &

Social Services 1,100,800 1,467,900
Community Development 1,131,000
General Government 322,700 125,000
Total $15,845,800 | $11,293,700
CIP Expenditures by Source 2009-10 2010-11
General Fund 4,081,700 3,275,400
P arkland Development Fees 374,000 919,700
Transportation Impact Fees 822,500 253,600
CDBG Fund 403,000 100,000
Other Grants and Contributions 3,065,000 463,300
Fleet Replacement Fund 1,492,000 160,800
E nterprise and Agency Funds 5,607,600 6,120,900
Total $15,845,800 | $11,293,700

The following summarizes major CIP

2009-11:

projects for
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Plans, Studies and Design

We will complete a number of important studies and
design efforts during 2009-11 that will set the course
for the construction portion of our CIP in the
following years. These include:

1. Comprehensive Directional Sign Program:
$25,000 for design

2. Railroad Safety Trail Lighting: $15,000 for
study and design

3. Calle Joaquin Lift Station Replacement:
$235,000 for environmental review, land
acquisition and design

4. Santa Rosa Skate Park design: $178,600

Major Construction and Acquisition Projects

While planning for the future will be an important
part of our work program during the next two years,
we will also undertake a number of major
construction and acquisition projects to maintain and
improve our facilities and infrastructure, including
the following “top dozen” projects:

Public Safety

1. Fire ladder truck/engine replacement:
$1,040,000 (debt financed)

Public Utilities
2. Water distribution system improvements: $2.6
million

3. Wastewater collection system improvements:
$3.1 million

4. Telemetry system upgrade: $2.3 million

Transportation

5. Street reconstruction and resurfacing projects:
$4.0 million

6. Sidewalk accessibility improvements: $335,000

7. Bikeway improvements: Railroad Safety Trail
Phase 3 ($2.1 million) and Railroad Safety Trail
bridge: Highway 101 crossing ($543,500).
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8. Creek and flood protection improvements,
including storm drain replacements and repair,
culvert repairs and creek silt removal: $935,000

Leisure, Cultural & Social Services

9. Santa Rosa Skate Park construction: $1.3
million

10. Playground Equipment Replacement: $224,000

11. Santa Rosa Park Restroom Replacement:
$268,000

Community Development

12. Open space preservation: $1.1 million.

Carryover Projects from 2007-09

Along with the projects presented in the 2009-11
Financial Plan, the following major projects
previously funded in prior Financial Plans will be
underway during the next two years:

1. Public safety dispatch center

2. Radio system upgrade.

3. Water reuse system improvements at the Water
Reclamation Facility

Tank Farm sewer lift station

Railroad safety trail: phase 4

4
5
6. Los Osos Valley Road interchange design
7. Monterey parking structure design

8

Roller hockey rink expansion

Project Evaluation

To assist the City Manager in developing the
recommended CIP for 2009-11, the Budget Review
Team and CIP Review Committee evaluated all
departmental requests. In preparing their CIP
recommendations, this joint review team considered
the following evaluation factors:

1. Does it complete an existing project?

2. Does it implement a Measure Y community
priority?

3. Is it mandated by the state or federal
government?
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4. s there significant outside funding for the
project?

5. Is it necessary to address an immediate public
health or safety concern that cannot be deferred
beyond 2009-11?

6. Is it necessary to adequately maintain existing
facilities, infrastructure or equipment?

7. Was it previously scheduled in the 2007-09
Financial Plan?

8. Does it implement a Major City Goal for 2009-
117

9. Will it result in significant operating savings in
the future that makes a compelling case for
making this investment solely on a financial
basis? If yes, how can we ensure that these
savings will in fact occur?

Deferred Projects Beyond 2009-13

As discussed in the Budget Message, each project
initially submitted by departments presented a
compelling case for meeting capital needs.

Projects Deferred Beyond 2009-13 (Four Year Cost)

However, any additional CIP projects will have to be
balanced by deeper cuts in the operating budget.
Accordingly, in several cases, while a project may
have been meritorious, its costs relative to the
resources available was so large that it has been
deferred beyond the four-year CIP.

Stated simply, given the very remote possibility of
funding such a project within the next four years, the
CIP Review Committee concluded that including the
project at all — even if in year 3 or 4 — would convey
a misleading picture of the likelihood of the project
moving forward.

The chart below reflects the projects that are not
recommended in the 2009-13 CIP, funded from
either transportation impact fees (TIF) or the
General Fund.

DEBT FINANCINGS

The only debt financing planned for 2009-11 is a
lease-purchase agreement for a replacement fire
truck/engine in 2010-11. Debt
service costs for this financing are

General TIE included in the Preliminary 2009-
Project Fund Fund Total 11 Financial Plan.
Police Station Remodel: Lower Level $576,000 $576,000
Future Public Safety Facility Site Analysis 37,000 37,000 PRELIMINARY FINANCIAL
Fire Station Engine Bay Door Safety System 66,000 66,000 PLAN CHANGES
Emergency Back-up Generator at Fire Station 4 133,300 133,300
Highway 1 Santa Rosa) Gateway Improvements 650,000 650,000
City Hall Entry Steps Replacement 100,000 100,000 .
Concrete Street Rehabilitation 1,230,000 1,230,000 Durmg the C(._)UI’SG of the bUdge_t
South Higuera Widening: Margarita to Elks 135,000 135,000 270,000 review meetlngs, the COUﬂCI|
Mid Higuera Widening: Marsh to High 3,800,000 | 3,800,000 approved several changes to the
South Street Median Landscaping 510,000 510,000 Preliminary Financial Plan, which
New Sidewalk Construction 100,000 100,000 are reflected in the final
Laguna Lake Dredging 580,000 580,000 document. Those of the greatest
Madonna Road at Laguna Lake Improvements 350,000 350,000 policy significance are:
Traffic Signal LED Fixture Replacements 40,000 40,000
Traffic Signal Hardware Maintenance 95,000 95,000 . . . .
Street Light Monitors 410,000 410,000 POI Ice Staffmg R-edUCtIOI’]S.
Fueling System Upgrades (General Fund Share) 43,200 43,200 Patrol Versus Traffic Safety'
Vertical Survey Network 110,000 110,000 Rather than eliminating four
Jennifer Bridge Ramp/Bike Boulevard Connection 260,000 260,000 Police Officer positions from the
Park Restroom Replacement: Johnson Park 288,000 288,000 Patrol division, the Council
French Park Playground Shade Structure 40,000 40,000 approved e|iminating three
Jack House Elevator Removal 80,000 80,000 Officers from Patrol and one
Community Gardens Expansion 64,900 64,900 Officer from the Traffic diViSiOﬂ.
Parks and Recreation Element Update 75,000 75,000
Golf Course Master Plan 60,000 60,000 .
Golf Course Wash Water Recycling Sysem 66,500 66,500 While  there W&S no net CO_St
Total 5,839,900 | 4,195,000 | 10,034,900 change resulting from this
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revision, it reflects a change in service priorities.

Transportation Impact Fee Credit. The Village
Marketplace transportation impact fee
reimbursement of $114,800 was originally proposed
to be spread over the four-year capital improvement
plan (CIP). Based on Council direction, the
payments have been accelerated to reflect payment
of $28,700 in 2009-10 and $86,100 in 2010-11.

Monterey Street Paving.  This project was
originally proposed for 2011-12. Based on Council
direction, this has been accelerated to 2010-11. This
reflects staff’s estimate of the time needed to design
the project and coordinate with the affected
businesses and other stakeholders. The funding
reduces the general street reconstruction and
resurfacing project, so there will be no net change in
overall funding; however, the CIP will better reflect
Council priorities. Along with CIP budget changes,
this resulted in changes to the Major City Goal work
program for Infrastructure Maintenance.

Laguna Lake Dredging. The “Initial Study” for
this project is complete and Community
Development will begin advertising for public
comment in June, which will last through July. Staff
will review comments and prepare responses or
revisions in August, and then begin developing
implementation options in September. The results of
the Initial Study and Mitigated Negative Declaration
should then be ready for Council consideration by
November 2009 of the environmental document and
implementation options. This has been added to the
CIP Project Engineering program as an objective for
2009-10.

South Street Median Landscaping. Staff will
report back to the Council in Fall 2009 with low-
cost, interim landscaping options. This has been
added to the CIP Project Engineering program as an
objective for 2009-10.

Parking Fund. The Council took several actions
related to the Parking Fund:

1. Concurred with moving forward with the
previously increase in core meter rates of $1.00
per hour to $1.25 per hour.

2. Deferred the increase in hourly parking structure
rates and “low rate zone” meter rates from 75
cents to $1.00 per hour to July 1, 2010.
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3. Accelerated planned over-time meter violations
to $30.

4. Directed staff to explore greater hourly
differentials in core meter rates and charging for
parking on Sundays.

This resulted in modest downward revisions in
revenue estimates for 2009-11, which do not have
significant impacts on the Parking Fund’s ending
financial position at the end of 2009-11.
Additionally, completing a review of additional core
meter rates and charging for parking on Sundays for
consideration by the Council by Spring 2010 was
added as a program objective.

FINANCIAL PLAN POLICIES

Formally articulated Financial Plan policies provide
the fundamental framework and foundation for
preparing and implementing the City's budget. They
are comprehensively set forth in Section B: Policies
and Objectives of the Financial Plan.

‘;



MEASURE Y FUNDING SUMMARY

The uses of Measure Y revenues for 2009-11 in funding operating programs and capital improvement plan (CIP)
projects are aligned with top Council goals and objectives, and closely match projected revenues.

Operating Programs CIP Two-Year
2009-10 2010-11 2009-10 2010-11 | Budget Total
Infrastructure Maintenance
Meadow Park Roof Replacement 5,000 40,000 45,000
Andrews Creek Bypass 330,000 330,000
Storm Drain Replacements 260,000 260,000 520,000
Minor Storm Drain Facilities 25,000 25,000 50,000
Higuera Culvert Repair 150,000 150,000
Sidewalk Repair 20,000 20,000 40,000
Sidewalk ADA Access Improvements 135,000 100,000 235,000
Warden Bridge Resurfacing 45,000 45,000
Street Reconstruction & Resurfacing 2,050,000 1,900,000 3,950,000
Street Light Painting 50,000 50,000 100,000
Urban Forest Management Plan 25,000 25,000 50,000
Street Fleet Replacements: Paver and Roller 365,800 365,800
Other Infrastructure Maintenance Projects 97,500 97,500
Total Infrastructure Maintenance 3,228,300 2,750,000 5,978,300
Traffic Congestion Relief
Bicycle Safety 15,000 15,000 30,000
Traffic Safety Report Implementation 25,000 25,000 50,000
Neighborhood Traffic Management 20,000 20,000 40,000
Sidewalk Repair 20,000 20,000 40,000
Street Light Replacements - Broad Street 60,000 60,000
Total Traffic Congestion Relief 15,000 15,000 125,000 65,000 220,000
Preservation of Essential Services
Public Safety
Police Protection: Traffic Safety & Patrol 476,500 483,300 959,800
Fire Prevention & Training 400,900 424,800 825,700
Fire Engine/Truck Replacement: Debt Service 97,000 97,000
Maintenance Services
Streets, Sidewalks and Traffic Signal Operations 179,100 184,600 40,000 66,500 470,200
Creek & Flood Protection 434,600 461,200 895,800
Parks 164,700 169,300 29,400 48,700 412,100
Project Management & Inspection 242,100 249,500 491,600
Neighborhood Code Enforcement
Enhanced Building & Zoning Code Enforcement 122,100 125,700 247,800
"SNAP" Enhancement 18,100 18,100 36,200
Total Preservation of Essential Services 2,038,100 2,116,500 69,400 212,200 4,436,200
Open Space Preservation 322,500 322,500
Downtown Maintenance & Beautification
Sidewalk Repairs 5,000 5,000 20,000 20,000 50,000
Mission Style Sidewalks 100,000 100,000 200,000
Sidewalk Scrubbing 20,000 20,000 40,000
Pedestrian Lighting 70,000 70,000
Comprehensive Signing Program 25,000 50,000 75,000
Total Downtown Maintenance & Beautification 25,000 25,000 145,000 240,000 435,000
TOTAL $2,078,100 | $2,156,500 | $3,890,200 | $3,267,200 | $11,392,000
Projected Measure Y Revenues
2009-10 5,572,800
2010-11 5,778,100
Total $11,350,900
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MISSION STATEMENT

SAN LUIS OBISPO STYLE
Quality With Vision

WHO ARE WE?

PeoEIe Servini PeoEIe

A team that puts high value on each citizen it
serves.

Providers of programs that meet basic service
needs of each citizen.

Enhancers of the quality of life for the
community as a whole.

WHAT DO WE STAND FOR?

Qualiti in all Endeavors — Pride in Results

Service to the community — the best — at all
times.

Respect — for each other and for those we serve.

Value — ensuring delivery of service with value
for cost.

Community involvement — the opportunity to
participate in attaining the goals of the City.
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WHERE ARE WE GOING?

Into the Future with a Desiﬁn

Planning and managing for levels of service
consistent with the needs of the citizens.

Offering skills development and organizational
direction for employees in order to improve the
delivery of municipal services.

Developing sources of funding and establishing
a sound financial management program which
will result in fiscal independence and flexibility
in the delivery of City Services.

Providing the residents of the City with accurate
and timely information on issues which affect
them, and encouraging the full utilization of City
services.

Promoting the City as a regional trade,
recreational and tourist center and improving the
quality of life for residents and visitors.



ORGANIZATIONAL VALUES

We, as an organization, embrace opportunities to improve our services and the quality and effectiveness of our
relationships with the community and our teams. The following values guide and inspire our efforts.

Shared Vision, Mission and Goals

We have a sense of common purpose and direction
pursued with passion and translated into concrete
actions.

Service

We are dedicated to the best use of resources to
fulfill identified community goals and needs.

Leadership and Support

We recognize that the ability to lead can be found at
all levels and that to create an environment to
succeed requires leading by example.

Communication

We foster open and clear discussion that encourages
the willingness to speak up and to listen, within a
framework of respect and understanding.

Team Players

We encourage effective working relationships within
and between departments and the public to address
issues and achieve valuable results.

Honesty, Respect and Trust

We honor commitments, acknowledge legitimate
differences of opinion and accept decisions reached
with integrity.

Initiative and Accountability

We take personal responsibility to do what needs to
be done and report the results in a straightforward
manner.
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Innovation and Flexibility

We are open to change and willing to try new ways
to fulfill the organization’s vision, mission, and
goals more effectively.

Employee Development and Recognition

We encourage and support each employee to
improve relevant job skills and celebrate personal
and team accomplishments.

Stewardship and Ethics

We promote public trust by using City resources
wisely, and through consistent fulfillment of these
values.



DIRECTORY OF OFFICIALS AND ADVISORY BODIES

CITY COUNCIL

David F. Romero, Mayor

Allen K. Settle, Vice-Mayor

John Ashbaugh, Council Member
Andrew Carter, Council Member
Jan Howell Marx, Council Member

ADVISORY BODIES

Architectural Review Commission
Bicycle Committee

Campaign Regulation Committee
Construction Board of Appeals
Cultural Heritage Committee
Housing Authority

Human Relations Commission
Jack House Committee

Joint Recreational Use Committee

Mass Transportation Committee

Parks and Recreation Commission

Personnel Board

Planning Commission

Promotional Coordinating Committee

Tourism Business Improvement District
Advisory Board

Tree Committee

APPOINTED OFFICIALS AND DEPARTMENT HEADS

Appointed Officials

Ken Hampian
Jonathan P. Lowell

Department Heads

John Callahan
Monica Irons
Betsy Kiser

Deb Linden
John Mandeville
Carrie Mattingly
Shelly Stanwyck
Bill Statler

Jay Walter

City Manager

City Attorney
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Fire Chief

Director of Human Resources

Director of Parks & Recreation

Police Chief

Director of Community Development

Director of Utilities

Assistant City Manager

Director of Finance & Information Technology
Director of Public Works



ORGANIZATION OF THE CITY OF SAN LUIS OBISPO

CITIZENS
MAYOR AND
CITY COUNCIL
ADVISORY
BODIES
CITY cITY
ATTORNEY MANAGER

Community
Development

Patrol Fire, Medical & Haz Mat
Emergency Response

Engineering Water
Transportation Sewer

Long Range Planning
Development Review

Traffic Safety

Investigations
Neighborhood Services
Animal Regulation

Hazard Prevention
Fire Inspections
Disaster Planning

GIS Management
Maintenance Services:
Streets, Parks, Bldgs

Utilities Resource
Conservation
Whale Rock Reservoir

Building & Safety
CDBG Administration

Housing

Finance &
Information Tech

Parks &
Recreation

Human
Resources

Administration

Recreation Programs Recruitment Budget Natural Resources
Accounting

Revenue Management
Information Technology

Support Services

Ranger Services Labor Relations Economic Development
Park Planning
Golf Course

Public Art

E Appointed by the City Council

Cultural Activities
City Clerk Services
General Administration

Fair Employment
Risk Management
Human Relations

Appointed by the City Manager
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AWARDS

GFOA. The Government Finance Officers Association of the United States and Canada (GFOA)
presented a Distinguished Budget Presentation Award to the City of San Luis Obispo, California for our
two-year budget for the fiscal year beginning July 1, 2007.

In order to receive this award, a governmental unit must publish a budget document that meets program
criteria as a policy document, as an operations guide, as a financial plan and as a communications
device.

The award is valid for a period of two years only. We believe our current budget continues to conform
to program requirements.

GOVERNMENT FINANGCE OFFICéRS ASSOCIATION
Distinguished
Budget Presentation
Award

PRESENTED TO

City of San Luis Obispo
California

Forthe Biennium Beginning

July 1, 2007

President

Exccutive Director
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AWARDS

CSMFO.

For our 2007-09 Financial Plan, the California Society of Municipal Finance Officers

(CSMFO) presented the City with Awards for Excellence in all four of its budget categories: Operating
Budgeting (two-year award), Capital Budgeting, Public Communications and Budget Innovation. We
believe our current budget continues to conform to program requirements.

/j Californ.ia. Sociefy of

mrmicipuf Hinance Ofﬁcers

Certificate of Award
For
Excellence in Operating Budgeting

Fiscal Year 2007-2009

The Caffformta Socterr of Municipal Fimamce (ficers (IS prowdly presess this comfioe o
City of San Luis Obispo

gr meeting the crileria edehiibed o ackicre the Evcetionce Award i e OrLgATING RUTGET CATECORY.
March 5, 2008

// Calf:)(omia Sm:ietg of

Ll - - - .
Municipal Finance Officers
Certificate of Award
For
Excellence in Public Communications

Fiscal Year 2007-2008

The Califernia Soriety af Mumicipal TCSMITY provaty

City of 5an Luis Obispo

Murch 6, 2008

......

EXCELLENCE AWARD in the PUELIC COMMINICATIONS 4 TRGORT.

\
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K/ CuI{forniu Socieiy of
municiyal Hinance Ofﬁcers

Certificate of Award
For

Excellence in Capital Badgeting

Fiscal Year 2007-2008

The (Caljfarnia Socieiy of Wunirips! W ficers §TTMFY provedly slis certificate g
City of San Luis Obispo

For meefing e criferia estabiished fo sokleve the Excollenes in the CAPITAL BUINGET CATEGURY.

March &, 2008

mmmmmm

—(//‘

7

N

Califomia Society of
municipul Finance Officers

Certificate of Award
For

Excellence in Budget Innovations

Fiscal Year 2007-2008

The Culiforaia Snciely of Municipal Finance Gificess ((NMEO) proadiy presemis this cecsifloaie to

City of San Luis Obispo

Farr mestiag the ericeria cxtablished 9 ackieve the FXCELLENCE AWARD in the INNQVAFIONS CATEGORY.

March 6, 2008
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Section B
POLICIES & OBJECTIVES




POLICIES AND OBJECTIVES

OVERVIEW

The overall goal of the City's Financial Plan is to
link what we want to accomplish over the next two
years with the resources required to do so. Formal
statements of fiscal policies and major objectives
provide the foundation for achieving this goal.

This section of the Financial Plan outlines the
policies used in guiding the preparation and
management of the City's overall budget, the major
objectives to be accomplished, and status of prior
plan major City goals. This section is composed of
three major parts:

1. Budget and Fiscal Policies

2. Major City Goals and Other Important Council
Objectives for 2009-11

3. Status of 2007-09 Major City Goals

BUDGET AND FISCAL POLICIES

The following budget and fiscal policies guide the
preparation and execution of the 2009-11 Financial
Plan:

e Financial Plan Purpose and Organization
e Financial Reporting and Budget Administration
e General Revenue Management

e User Fee Cost Recovery Goals

e Enterprise Funds Fees and Rates

e Revenue Distribution

e Investments

e Appropriations Limitation

e Fund Balance and Reserves

e Capital Improvement Management

o Capital Financing and Debt Management
e Human Resource Management

e Productivity

e Contracting for Services

Changes for 2009-11

The following summarizes changes in the City’s
Budget and Fiscal Policies for 2009-11.

Recreation Program Cost Recovery Goals. These
reflect the changes approved by the Council in April
2009:

B-1

Cost Recovery Goal
Activity Previous Revised
Triathlon Mid-Range High
Banner permit * High
applications
Other special events Mid-Range Low
except Triathlon and
Holiday in the Plaza
Youth basketball Mid-Range Low
Classes High Mid-Range
Outdoor facility rentals Mid-Range High
Batting cages * Low
Aquatics ** Low

* Not previously identified

** Specific activities like lap swim and lessons were distributed
among several goal categories.

Property Tax Allocations.  This section under
Revenue Distribution has been shortened, focusing
on the State’s role in allocating these revenues since
the passage of Proposition 13 in 1978.

Parking Fines. As approved by the Council in
April 2009, this section under Revenue Distribution
continues the current policy that all parking fines
will be allocated to the Parking Fund except for
those collected by Police staff (who are funded by
the General Fund) in implementing neighborhood
wellness programs.

Public Art. The City's public art policy generally
requires that 1% of eligible project construction
costs be set aside for public art. However, given the
City’s fiscal situation for 2009-11, public art will be
funded at the same level required by the private
sector: 0.5% rather than 1%.

General Plan Consistency Review. While it has
been the City’s longstanding practice, in accordance
with State requirements, to ensure that the Planning
Commission reviews the Preliminary Capital
Improvement Plan for General Plan consistency and
provide its findings to the Council before adoption,
this has been added to the Capital Improvement
Management policies to reinforce the importance of
this review.



POLICIES AND OBJECTIVES

OVERVIEW

Overtime Management.  As approved by the
Council in April 2009, this section has been added to
the Human Resources Management policies.

COUNCIL GOALS

The fundamental purpose of the City's Financial
Plan is to link what we want to accomplish over the
next two years with the resources required to do so.
The Financial Plan process approved by the Council
does this by:

1. Identifying the most important, highest priority
things for us to

Goal-Setting Process for 2009-11

For 2009-11, the Council held five workshops for
this purpose on November 20, 2008 (“Setting the
Table”); December 16, 2008 (“Building the
Foundation”), January 15, 2009 (Community
Forum), January 31, 2009 (Council Goal-Setting)
and April 14 (Goal Work Programs).

Using the services of a professional facilitator, the
Council reached agreement on thirteen goals
organized into the following three priority groupings
at its January 31 goal-setting workshop:

© Major City Goals. These

accomplish for the
community.

2. Establishing a reasonable
timeframe and

- Fiscal Health
organizational

responsibility for .
achieving them. .
3. Allocating the resources .

necessary to do so.

Obviously, this approach only
has meaning if there is a way
of identifying key goals at the .
beginning of the process that

Top Council Goals for 2009-11

Major City Goals

e Preservation of Essential Services and

Infrastructure Maintenance

Traffic Congestion Relief

Economic Development

Other Important Council Objectives
e Land Use and Circulation Revisions
e Open Space Preservation

Green House Gas Reduction and
Energy Conservation

Downtown Maintenance & Beautification

represent the most important,
highest priority goals for the
City to accomplish over the
next two years, and as such,
resources to accomplish them
should be included in the
2009-11 Financial Plan.

If the work program approved
by the Council for a Major
City Goal is not included in

the City Manager’s
Preliminary Financial Plan,
compelling  reasons  and

justification must be provided
as to why resources could not
be made available to achieve
this goal.

drive budget preparation, not .
follow it. e Historic Preservation
For this reason, the City

begins its two-year budget process with Council
goal-setting. This follows an extensive effort to
involve advisory bodies and the community in this
process. It also follows consideration of a number of
analytical reports such as the General Fund Five-
Year Fiscal Forecast and comprehensive updates on
the status of long-term plans and policies, current
major City goals and capital projects.

While the specifics of the process vary from plan to
plan, the City has used this basic approach for the
past eighteen years.
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® Other Important Council Objectives. Goals in
this category are also important for the City to
accomplish, and resources should be made available
in the 2009-11 Financial Plan if at all possible.

© Address As Resources Permit. While it is
desirable to achieve these goals over the next two
years, doing so is subject to current resource
availability.

As approved by the Council, detailed work programs
have been prepared for the Major City Goals and
Other Important Council Objectives. The other
Council goals are presented with the applicable



POLICIES AND OBJECTIVES

OVERVIEW

operating program narrative in Section D (Operating
Programs) of the Financial Plan.

Goal Work Programs

Overview. The work programs for Major City Goals
and Other Important Council Objectives for 2009-11
present detailed action plans for the next two years
that link goals with resources and timeframes.

Goal-Setting Drives the Budget Process. The goals
set by the Council drive the budget preparation
process. However, before the staff can build the
Preliminary Financial Plan around Council goals, it
is essential that we have a clear understanding of
what the Council hopes to achieve with each goal
over the next two years. For this reason, following
this goal-setting workshop, staff prepared detailed
work programs for achieving Major City Goals in
order to:

1. Clearly define and scope the adopted goal,
including its relationship to Measure Y funding.

2. Ensure that there is a clear understanding of the
means selected to pursue the goal.

3. Convert the general goal into specific action
steps so we can measure progress in achieving it.

This is especially important in the case of objectives
where fully achieving the goal is likely to extend
well beyond the two-year Financial Plan period.
However, we can measure progress—and our
success in accomplishing the goal—by clearly
defining the specific actions we plan to undertake
over the next two years in making meaningful
progress in achieving the longer—term goal.

These work programs were presented to the Council
on April 14, 2009, with follow-up discussion on
April 21, 2009.  After in-depth review and
discussion, the Council approved the work programs
with minor revisions.

Work Program Content. The work programs are
organized by functional area: public safety,
transportation, leisure, cultural & social services and
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community development.  Each work program
provides the following information:
1. Objective.

2. Discussion of its relationship to Measure Y,
“stimulus” funding opportunities, workscope
summary, existing situation and related work
accomplished in the past.

Constraints and limitations.
4. Stakeholders.

5. Action plan detailing specific tasks and schedule
for the next two years. When applicable, likely
“carryover and spin-off” tasks beyond the next
two years are also discussed.

6. Key assumptions in preparing the work program.
7. Responsible department.

8. Financial and staff resources required to achieve
the goal.

9. General Fund revenue potential, if any.
10. Outcome—final work product at the end of the
next two years.

Integration into the Financial Plan

The Major City Goals and related work programs
that emerged from this process are detailed later in
this section of the Financial Plan. In recognition of
the extraordinary fiscal challenges facing us, the
Council has adopted just four major City goals for
2009-11:

Infrastructure Maintenance. Sustain an effective
level of existing core infrastructure maintenance
such as streets, sidewalks, creek & flood protection,
park, and protection of other physical assets.

Traffic Congestion Relief. Continue efforts on
projects which relieve traffic congestion, such as
street modifications, intersection improvements,
pedestrian improvements, bicycle facilities, traffic
signal operations and public transit

Economic Development. In collaboration with Cal
Poly, Cuesta and the business community, develop
strategies to increase economic development



POLICIES AND OBJECTIVES

OVERVIEW

including emphasis on head-of-household jobs and
environmentally sustainable businesses.

Preservation of Essential Services and Fiscal
Health. Adopt a balanced budget that retains the
City’s fiscal health, preserves essential services and
implements long term productivity improvements
and cost-reduction strategies.

These focused goals reflect four things:

1. Responding pro-actively and responsibly to the
greatest economic downturn since the Great
Depression.

2. Priorities expressed by the community during
the goal-setting process.

3. Focus on preserving core services and

maintaining what we already have.

4. Close alignment with the priorities that surfaced
both before and during the Measure Y
campaign.

Other Council Objectives

In addition to the four Major City Goals set by the
Council, detailed work programs have been prepared

for the following Other Important Council
Objectives:
Land Use and Circulation Revisions. Initiate a

focused revision of the Land Use and Circulation
Elements.

Open Space Preservation. Continue efforts to
acquire preserve and protect open space and develop
a master plan for City-owned agricultural land.

Green House Gas Reduction and Energy
Conservation. Adopt and begin implementing a
plan to reduce greenhouse gases and conserve
energy for municipal operations and the community.

Downtown Maintenance & Beautification. Expand
Downtown  beautification  efforts, including
enhanced maintenance and cleanliness; review and
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upgrade of standards; and making phased physical
improvements.

Historic Preservation. Complete a draft Historic
Preservation Ordinance, and if resources permit in
2010-11, update the inventory of historic and
cultural resources within the City.

Address as Resources Permit

In addition to the Major City Goals and Other
Important Council Objectives, the following
“Address as Resources Permit” are also reflected in
the Financial Plan in some fashion.

Creek and Flood Protection. Advance Mid-Higuera
flood protection improvements by seeking Zone 9
funding to complete design, obtain approvals and
make progress toward construction as resources will
allow.

Skate Park. Develop plans and specifications and
seek funding to constrict a skate park.

Urban Forest. Update master plan and develop
recommendations to renew the urban forest and
plant more trees.

Homeless  Services. Identify and  pursue
opportunities to implement the “Ten-Year Plan to
End Chronic Homelessness.”

Other Program Objectives

Along with goals set by the Council, the Financial
Plan also includes objectives proposed by the staff
for improving the delivery of City services. These
are different from Council-initiated goals in two
important ways:

1. Council goals are generally focused on
objectives that can only be successfully achieved
through  Council leadership, support and
commitment; program objectives proposed by
staff are typically more internally focused on
improving day-to-day operations, and can
usually be achieved through staff leadership,
support and commitment.



POLICIES AND OBJECTIVES

OVERVIEW

2. Achieving Council goals has a higher resource
priority.

Each of the 73 operating programs presented in the
Financial Plan clearly identifies major City goals,
other Council goals and other program objectives.

STATUS OF 2007-09 MAJOR CITY GOALS

Measuring progress in achieving major City goals is
an essential component of the Financial Plan
process. For this reason, a status summary of 2007-
09 major City goals is provided in this part of
Section B.

‘;
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POLICIES AND OBJECTIVES

BUDGET AND FISCAL POLICIES

FINANCIAL PLAN PURPOSE
AND ORGANIZATION

A. Financial Plan Objectives. Through its
Financial Plan, the City will link resources with
results by:

1. ldentifying community needs for essential
services.

2. Organizing the programs required to provide
these essential services.

3. Establishing program policies and goals,
which define the nature and level of
program services required.

4. ldentifying  activities  performed in
delivering program services.

5. Proposing objectives for improving the
delivery of program services.

6. Identifying and appropriating the resources
required to perform program activities and
accomplish program objectives.

7. Setting standards to measure and evaluate
the:

a. Output of program activities.
b. Accomplishment of program objectives.

c. Expenditure of program appropriations.

B. Two-Year Budget. Following the City's
favorable experience over the past twenty-four
years, the City will continue using a two-year
financial plan, emphasizing long-range planning
and effective program management.  The
benefits identified when the City's first two-year
plan was prepared for 1983-85 continue to be
realized:

1. Reinforcing the importance of long-range
planning in managing the City's fiscal
affairs.

2. Concentrating on developing and budgeting
for the accomplishment of significant
objectives.
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3. Establishing realistic  timeframes  for
achieving objectives.

4. Creating a pro-active budget that provides
for stable operations and assures the City's
long-term fiscal health.

5. Promoting more orderly spending patterns.

6. Reducing the amount of time and resources
allocated to preparing annual budgets.

Measurable Objectives. The two-year
financial plan will establish measurable program
objectives and allow reasonable time to
accomplish those objectives.

. Second Year Budget. Before the beginning of

the second year of the two-year cycle, the
Council will review progress during the first
year and approve appropriations for the second
fiscal year.

Operating Carryover.  Operating program
appropriations not spent during the first fiscal
year may be carried over for specific purposes
into the second fiscal year with the approval of
the City Manager.

Goal Status Reports. The status of major
program objectives will be formally reported to
the Council on an ongoing, periodic basis.

. Mid-Year Budget Reviews. The Council will

formally review the City’s fiscal condition, and
amend appropriations if necessary, six months
after the beginning of each fiscal year.

. Balanced Budget. The City will maintain a

balanced budget over the two-year period of the
Financial Plan. This means that:

1. Operating revenues must fully cover
operating expenditures, including debt
service.

2. Ending fund balance (or working capital in
the enterprise funds) must meet minimum
policy levels. For the general and enterprise
funds, this level has been established at 20%
of operating expenditures.



POLICIES AND OBJECTIVES

BUDGET AND FISCAL POLICIES

Under this policy, it is allowable for total GENERAL REVENUE MANAGEMENT

A. Annual Reporting.

expenditures to exceed revenues in a given
year; however, in this situation, beginning
fund balance can only be used to fund
capital improvement plan projects, or other
“one-time,” non-recurring expenditures.

FINANCIAL REPORTING
AND BUDGET ADMINISTRATION

The City will prepare
annual financial statements as follows:

1. In accordance with Charter requirements,
the City will contract for an annual audit by
a qualified independent certified public
accountant. The City will strive for an
unqualified auditors’ opinion.

2. The City will use generally accepted
accounting principles in preparing its annual
financial statements, and will strive to meet
the requirements of the GFOA’s Award for
Excellence in Financial Reporting program.

3. The City will issue audited financial
statements within 180 days after year-end.

Interim Reporting. The City will prepare and
issue timely interim reports on the City’s fiscal
status to the Council and staff. This includes:
on-line access to the City’s financial
management system by City staff; monthly
reports to program managers; more formal
quarterly reports to the Council and Department
Heads; mid-year budget reviews; and interim
annual reports.

. Budget Administration. As set forth in the

City Charter, the Council may amend or
supplement the budget at any time after its
adoption by majority vote of the Council
members. The City Manager has the authority
to make administrative adjustments to the
budget as long as those changes will not have a
significant policy impact nor affect budgeted
year-end fund balances.
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A. Diversified and Stable Base.

The City will
seek to maintain a diversified and stable revenue
base to protect it from short-term fluctuations in
any one revenue source.

Long-Range Focus. To emphasize and
facilitate long-range financial planning, the City
will maintain current projections of revenues for
the succeeding five years.

. Current Revenues for Current Uses. The City

will make all current expenditures with current
revenues, avoiding procedures that balance
current  budgets by postponing needed
expenditures, accruing future revenues, or
rolling over short-term debt.

Interfund Transfers and Loans. In order to
achieve important public policy goals, the City
has established various special revenue, capital
project, debt service and enterprise funds to
account for revenues whose use should be
restricted to certain activities.  Accordingly,
each fund exists as a separate financing entity
from other funds, with its own revenue sources,
expenditures and fund equity.

Any transfers between funds for operating
purposes are clearly set forth in the Financial
Plan, and can only be made by the Director of
Finance & Information Technology in
accordance with the adopted budget. These
operating transfers, under which financial
resources are transferred from one fund to
another, are distinctly different from interfund
borrowings, which are wusually made for
temporary cash flow reasons, and are not
intended to result in a transfer of financial
resources by the end of the fiscal year.

In summary, interfund transfers result in a
change in fund equity; interfund borrowings do
not, as the intent is to repay in the loan in the
near term.



POLICIES AND OBJECTIVES

BUDGET AND FISCAL POLICIES

From time-to-time, interfund borrowings may be
appropriate; however, these are subject to the
following criteria in ensuring that the fiduciary
purpose of the fund is met:

1. The Director of Finance & Information
Technology is authorized to approve
temporary interfund borrowings for cash
flow purposes whenever the cash shortfall is
expected to be resolved within 45 days. The
most common use of interfund borrowing
under this circumstance is for grant
programs like the Community Development
Block Grant, where costs are incurred before
drawdowns are initiated and received.
However, receipt of funds is typically
received shortly after the request for funds
has been made.

2. Any other interfund borrowings for cash
flow or other purposes require case-by-case
approval by the Council.

3. Any transfers between funds where
reimbursement is not expected within one
fiscal year shall not be recorded as interfund
borrowings; they shall be recorded as
interfund operating transfers that affect
equity by moving financial resources from
one fund to another.

USER FEE COST RECOVERY GOALS

A. Ongoing Review

Fees will be reviewed and updated on an
ongoing basis to ensure that they keep pace with
changes in the cost-of-living as well as changes
in methods or levels of service delivery.

In implementing this goal, a comprehensive
analysis of City costs and fees should be made at
least every five years. In the interim, fees will
be adjusted by annual changes in the Consumer
Price Index. Fees may be adjusted during this
interim period based on supplemental analysis
whenever there have been significant changes in
the method, level or cost of service delivery.
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B. User Fee Cost Recovery Levels

In setting user fees and cost recovery levels, the
following factors will be considered:

1. Community-Wide Versus Special Benefit.
The level of user fee cost recovery should
consider the community-wide versus special
service nature of the program or activity.
The use of general-purpose revenues is
appropriate for community-wide services,
while user fees are appropriate for services
that are of special benefit to easily identified
individuals or groups.

2. Service Recipient Versus Service Driver.
After considering community-wide versus
special benefit of the service, the concept of
service recipient versus service driver
should also be considered. For example, it
could be argued that the applicant is not the
beneficiary of the City's development review
efforts:  the community is the primary
beneficiary. However, the applicant is the
driver of development review costs, and as
such, cost recovery from the applicant is
appropriate.

3. Effect of Pricing on the Demand for
Services. The level of cost recovery and
related pricing of services can significantly
affect the demand and subsequent level of
services provided. At full cost recovery, this
has the specific advantage of ensuring that
the City is providing services for which
there is genuinely a market that is not
overly-stimulated by artificially low prices.

Conversely, high levels of cost recovery will
negatively impact the delivery of services to
lower income groups. This negative feature
is especially pronounced, and works against
public policy, if the services are specifically
targeted to low income groups.

4. Feasibility of Collection and Recovery.

Although it may be determined that a high
level of cost recovery may be appropriate
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for specific services, it may be impractical
or too costly to establish a system to identify
and charge the user. Accordingly, the
feasibility of assessing and collecting
charges should also be considered in
developing user fees, especially if
significant program costs are intended to be
financed from that source.

C. Factors Favoring Low Cost Recovery Levels

Very low cost recovery levels are appropriate
under the following circumstances:

1.

There is no intended relationship between
the amount paid and the benefit received.
Almost all "social service" programs fall
into this category as it is expected that one
group will subsidize another.

Collecting fees is not cost-effective or will
significantly impact the efficient delivery of
the service.

There is no intent to limit the use of (or
entitlement to) the service. Again, most
"social service" programs fit into this
category as well as many public safety
(police and fire) emergency response
services. Historically, access to
neighborhood and community parks would
also fit into this category.

The service is non-recurring, generally
delivered on a "peak demand" or emergency
basis, cannot reasonably be planned for on
an individual basis, and is not readily
available from a private sector source.
Many public safety services also fall into
this category.

Collecting  fees  would discourage
compliance with regulatory requirements
and adherence is primarily self-identified,
and as such, failure to comply would not be
readily detected by the City. Many small-
scale licenses and permits might fall into
this category.
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D. Factors Favoring High Cost Recovery Levels

The use of service charges as a major source of
funding service levels is especially appropriate
under the following circumstances:

1.

The service is similar to services provided
through the private sector.

Other private or public sector alternatives
could or do exist for the delivery of the
service.

For equity or demand management
purposes, it is intended that there be a direct
relationship between the amount paid and
the level and cost of the service received.

The use of the service is specifically
discouraged. Police  responses to
disturbances or false alarms might fall into
this category.

The service is regulatory in nature and
voluntary compliance is not expected to be
the primary method of detecting failure to
meet regulatory requirements.  Building
permit, plan checks, and subdivision review
fees for large projects would fall into this
category.

E. General Concepts Regarding the Use of
Service Charges

The following general concepts will be used in
developing and implementing service charges:

1.

Revenues should not exceed the reasonable
cost of providing the service.

Cost recovery goals should be based on the
total cost of delivering the service, including
direct costs, departmental administration
costs and organization-wide support costs
such as accounting, personnel, information
technology, legal services, fleet maintenance
and insurance.
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3. The method of assessing and collecting fees G. Recreation Programs

should be as simple as possible in order to
reduce the administrative cost of collection.

4. Rate structures should be sensitive to the
"market" for similar services as well as to
smaller, infrequent users of the service.

5. A unified approach should be used in
determining cost recovery levels for various
programs based on the factors discussed
above.

F. Low Cost-Recovery Services

Based on the criteria discussed above, the
following types of services should have very
low cost recovery goals. In selected
circumstances, there may be specific activities
within the broad scope of services provided that
should have user charges associated with them.
However, the primary source of funding for the
operation as a whole should be general-purpose
revenues, not user fees.

1. Delivering public safety emergency
response services such as police patrol
services and fire suppression.

2. Maintaining and developing public facilities
that are provided on a uniform, community-
wide basis such as streets, parks and
general-purpose buildings.

3. Providing social service programs and
economic development activities.

B-10

The following cost recovery policies apply to
the City's recreation programs:

1. Cost recovery for activities directed to adults
should be relatively high.

2. Cost recovery for activities directed to youth
and seniors should be relatively low. In
those circumstances where services are
similar to those provided in the private
sector, cost recovery levels should be
higher.

Although ability to pay may not be a
concern for all youth and senior participants,
these are desired program activities, and the
cost of determining need may be greater
than the cost of providing a uniform service
fee structure to all participants. Further,
there is a community-wide benefit in
encouraging high-levels of participation in
youth and senior recreation activities
regardless of financial status.

3. Cost recovery goals for recreation activities
are set as follows:

High-Range Cost Recovery Activities
(60% to 100%)

a. Adult athletics

b. Banner permit applications

c. Child care services (except Youth
STAR)

d. Facility rentals (indoor and outdoor;
excludes use of facilities for internal
City uses)

e. Triathlon

Mid-Range Cost Recovery Activities
(30% to 60%)

f. Classes

g. Holiday in the Plaza

h. Major commercial film permit
applications
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6.

Low-Range Cost Recovery Activities
(0 to 30%)

i. Aguatics

j. Batting cages

k. Community gardens

I. Junior Ranger camp

m. Minor commercial film permit

applications

n. Skate park

0. Special events (except for Triathlon and
Holiday in the Plaza)

p. Youth sports

g. Youth STAR

r. Teen services

s.  Senior/boomer services

For cost recovery activities of less than
100%, there should be a differential in rates
between residents and non-residents.
However, the Director of Parks and
Recreation is authorized to reduce or
eliminate non-resident fee differentials when
it can be demonstrated that:

a. The fee is reducing attendance.

b. And there are no appreciable
expenditure savings from the reduced
attendance.

Charges will be assessed for use of rooms,
pools, gymnasiums, ball fields, special-use
areas, and recreation equipment for activities
not sponsored or co-sponsored by the City.
Such charges will generally conform to the
fee guidelines described above. However,
the Director of Parks and Recreation is
authorized to charge fees that are closer to
full cost recovery for facilities that are
heavily used at peak times and include a
majority of non-resident users.

A vendor charge of at least 10 percent of
gross income will be assessed from
individuals or organizations using City
facilities for moneymaking activities.

Director of Parks and Recreation is
authorized to offer reduced fees such as
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introductory rates, family discounts and
coupon discounts on a pilot basis (not to
exceed 18 months) to promote new
recreation programs or resurrect existing
ones.

8. The Parks and Recreation Department will
consider waiving fees only when the City
Manager determines in writing that an undue
hardship exists.

H. Development Review Programs

The following cost recovery policies apply to
the development review programs:

1. Services provided under this category
include:

a. Planning (planned development permits,
tentative tract and parcel maps,
rezonings, general plan amendments,
variances, use permits).

b. Building and safety (building permits,
structural plan checks, inspections).

c. Engineering (public improvement plan
checks, inspections, subdivision
requirements, encroachments).

d. Fire plan check.

2. Cost recovery for these services should
generally be very high. In most instances,
the City's cost recovery goal should be
100%.

3. However, in charging high cost recovery
levels, the City needs to clearly establish
and articulate standards for its performance
in reviewing developer applications to
ensure that there is “value for cost.”
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I.  Comparability With Other Communities ENTERPRISE FUND FEES AND RATES
In setting user fees, the City will consider fees

charged by other agencies in accordance with A. Water, Sewer and Parking. The City will set

the following criteria:

1. Surveying the comparability of the City's
fees to other communities provides useful
background information in setting fees for
several reasons:

a. They reflect the "market" for these fees
and can assist in assessing the
reasonableness of San Luis Obispo’s
fees.

b. If prudently analyzed, they can serve as
a benchmark for how cost-effectively
San Luis Obispo provides its services.

2. However, fee surveys should never be the
sole or primary criteria in setting City fees
as there are many factors that affect how and
why other communities have set their fees at
their levels. For example:

a. What level of cost recovery is their fee
intended to achieve compared with our
cost recovery objectives?

b. What costs have been considered in
computing the fees?

c. When was the last time that their fees
were comprehensively evaluated?

d. What level of service do they provide
compared with our service or
performance standards?

e. Is their rate structure significantly
different than ours and what is it
intended to achieve?

3. These can be very difficult questions to
address in fairly evaluating fees among
different communities. As such, the
comparability of our fees to other
communities should be one factor among
many that is considered in setting City fees.
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. Transit.

fees and rates at levels which fully cover the
total direct and indirect costs—including
operations, capital outlay, and debt service—of
the following enterprise programs: water, sewer
and parking.

Golf. Golf program fees and rates should fully
cover direct operating costs. Because of the
nine-hole nature of the golf course with its focus
on youth and seniors, subsidies from the General
Fund to cover indirect costs and capital
improvements may be considered by the Council
as part of the Financial Plan process, along with
the need to possibly subsidize direct operating
costs as well.

Based on targets set under the
Transportation Development Act, the City will
strive to cover at least twenty percent of transit
operating costs with fare revenues.

. Ongoing Rate Review. The City will review

and adjust enterprise fees and rate structures as
required to ensure that they remain appropriate
and equitable.

Franchise Fees. In accordance with long-
standing practices, the City will treat the water
and sewer funds in the same manner as if they
were privately owned and operated. This means
assessing reasonable franchise fees in fully
recovering service costs.

At 3.5%, water and sewer franchise fees are
based on the mid-point of the statewide standard
for public utilities like electricity and gas (2% of
gross revenues from operations) and cable
television (5% of gross revenues).

As with other utilities, the purpose of the
franchise fee is reasonable cost recovery for the
use of the City’s street right-of-way. The
appropriateness of charging the water and sewer
funds a reasonable franchise fee for the use of
City streets is further supported by the results of
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recent studies in Arizona, California, Ohio and
Vermont which concluded that the leading cause
for street resurfacing and reconstruction is street
cuts and trenching for utilities.

REVENUE DISTRIBUTION

The Council recognizes that generally accepted

accounting  principles for state and local
governments discourage the “earmarking” of
General Fund revenues, and accordingly, the

practice of designating General Fund revenues for
specific programs should be minimized in the City's
management of its fiscal affairs. Approval of the
following revenue distribution policies does not
prevent the Council from directing General Fund
resources to other functions and programs as
necessary.

A. Property Taxes. With the passage of
Proposition 13 on June 6, 1978, California cities
no longer can set their own property tax rates.
In addition to limiting annual increases in
market value, placing a ceiling on voter-
approved indebtedness, and redefining assessed
valuations, Proposition 13 established a
maximum county-wide levy for general revenue
purposes of 1% of market value.  Under
subsequent state legislation, which adopted
formulas for the distribution of this countywide
levy, the City now receives a percentage of total
property tax revenues collected countywide as
determined by the State and administered by the
County Auditor-Controller.

Accordingly, while property revenues are often
thought of local revenue sources, in essence they
are State revenue sources, since the State
controls their use and allocation.

With the adoption of a Charter revision in
November 1996, which removed provisions that
were in conflict with Proposition 13 relating to
the setting of property tax revenues between
various funds, all property tax revenues are how
accounted for in the General Fund.
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B. Gasoline Tax Subventions. All gasoline tax
revenues (which are restricted by the State for
street-related purposes) will be wused for
maintenance activities. Since the City's total
expenditures for gas tax eligible programs and
projects are much greater than this revenue
source, operating transfers will be made from
the gas tax fund to the General Fund for this
purpose. This approach significantly reduces
the accounting efforts required in meeting State
reporting requirements.

C. Transportation Development Act (TDA)
Revenues. All TDA revenues will be allocated
to alternative transportation programs, including
regional and municipal transit systems, bikeway
improvements, and other programs or projects
designed to reduce automobile usage. Because
TDA revenues will not be allocated for street
purposes, it is expected that alternative
transportation programs (in conjunction with
other state or federal grants for this purpose) will
be self-supporting from TDA revenues.

D. Parking Fines. All parking fine revenues will
be allocated to the parking fund, except for those
collected by Police staff (who are funded by the
General Fund) in implementing neighborhood
wellness programs.

INVESTMENTS

A. Responsibility. Investments and cash
management are the responsibility of the City
Treasurer or designee. It is the City’s policy to
appoint the Director of Finance and Information
Technology as the City’s Treasurer.

B. Investment Objective. The City's primary
investment objective is to achieve a reasonable
rate of return while minimizing the potential for
capital losses arising from market changes or
issuer default.  Accordingly, the following
factors will be considered in priority order in
determining individual investment placements:
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1. Safety
2. Liquidity
3. Yield

C. Tax and Revenue Anticipation Notes: Not for

Investment Purposes. There is an appropriate
role for tax and revenue anticipation notes
(TRANS) in meeting legitimate short-term cash
needs within the fiscal year. However, many
agencies issue TRANS as a routine business
practice, not solely for cash flow purposes, but
to capitalize on the favorable difference between
the interest cost of issuing TRANS as a tax-
preferred security and the interest yields on them
if re-invested at full market rates.

As part of its cash flow management and
investment strategy, the City will only issue
TRANS or other forms of short-term debt if
necessary to meet demonstrated cash flow needs;
TRANS or any other form of short-term debt
financing will not be issued for investment
purposes.

As long as the City maintains its current policy
of maintaining fund/working capital balances
that are 20% of operating expenditures, it is
unlikely that the City would need to issue
TRANS for cash flow purposes except in very
unusual circumstances.

. Selecting Maturity Dates. The City will strive
to keep all idle cash balances fully invested
through daily projections of cash flow
requirements. To avoid forced liquidations and
losses of investment earnings, cash flow and
future requirements will be the primary
consideration when selecting maturities.

Diversification. As the market and the City's
investment portfolio change, care will be taken
to maintain a healthy balance of investment
types and maturities.

Authorized Investments. The City will invest
only in those instruments authorized by the
California Government Code Section 53601.

B-14

. Consolidated Portfolio.

The City will not invest in stock, will not
speculate and will not deal in futures or options.
The investment market is highly volatile and
continually — offers new and  creative
opportunities for enhancing interest earnings.
Accordingly, the City will thoroughly
investigate any new investment vehicles before
committing City funds to them.

. Authorized Institutions. Current financial
statements will be maintained for each
institution in  which cash is invested.

Investments will be limited to 20 percent of the
total net worth of any institution and may be
reduced further or refused altogether if an
institution’s  financial ~ situation  becomes
unhealthy.

In order to maximize
yields from its overall portfolio, the City will
consolidate cash balances from all funds for
investment purposes, and will allocate
investment earnings to each fund in accordance
with generally accepted accounting principles.

Safekeeping. Ownership of the City's
investment securities will be protected through
third-party custodial safekeeping.

Investment Management Plan. The City
Treasurer will develop and maintain an
Investment Management Plan that addresses the
City's administration of its portfolio, including
investment strategies, practices and procedures.

Investment Oversight Committee. As set forth
in the Investment Management Plan, this
committee is responsible for reviewing the
City’s portfolio on an ongoing basis to

determine  compliance with the City’s
investment  policies and for  making
recommendations regarding investment

management practices.

Members include the City Manager, Assistant
City Manager, Director of Finance &
Information Technology/City Treasurer, Finance
Manager and the City’s independent auditor.
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Reporting. The City Treasurer will develop and
maintain a comprehensive, well-documented
investment reporting system, which will comply
with Government Code Section 53607. This
reporting system will provide the Council and
the Investment Oversight Committee with
appropriate investment performance
information.

APPROPRIATIONS LIMITATION

A.

The Council will annually adopt a resolution
establishing the City's appropriations limit
calculated in accordance with Article XIII-B of
the Constitution of the State of California,
Section 7900 of the State of California
Government Code, and any other voter approved
amendments or state legislation that affect the
City's appropriations limit.

The supporting documentation used in
calculating the City's appropriations limit and
projected appropriations subject to the limit will
be available for public and Council review at
least 10 days before Council consideration of a
resolution to adopt an appropriations limit. The
Council will generally consider this resolution in
connection with final approval of the budget.

The City will strive to develop revenue sources,
both new and existing, which are considered
non-tax  proceeds in  calculating its
appropriations subject to limitation.

The City will annually review user fees and
charges and report to the Council the amount of
program subsidy, if any, that is being provided
by the General or Enterprise Funds.

The City will actively support legislation or
initiatives sponsored or approved by League of
California Cities which would modify Article
XII-B of the Constitution in a manner which
would allow the City to retain projected tax
revenues resulting from growth in the local
economy for use as determined by the Council.
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F. The City will seek voter approval to amend its

appropriation limit at such time that tax proceeds
are in excess of allowable limits.

FUND BALANCE AND RESERVES

A. Minimum Fund and Working Capital

Balances. The City will maintain a minimum
fund balance of at least 20% of operating
expenditures in the General Fund and a
minimum working capital balance of 20% of
operating expenditures in the water, sewer and
parking enterprise funds. This is considered the
minimum level necessary to maintain the City's
credit worthiness and to adequately provide for:

1. Economic uncertainties, local disasters, and
other financial hardships or downturns in the
local or national economy.

2. Contingencies for
capital needs.

unseen operating or

3. Cash flow requirements.

Fleet Replacement. For the General Fund fleet,
the City will establish and maintain a Fleet
Replacement Fund to provide for the timely
replacement of vehicles and related equipment
with an individual replacement cost of $15,000
or more. The City will maintain a minimum
fund balance in the Fleet Replacement Fund of
at least 20% of the original purchase cost of the
items accounted for in this fund.

The annual contribution to this fund will
generally be based on the annual use allowance,
which is determined based on the estimated life
of the vehicle or equipment and its original
purchase cost. Interest earnings and sales of
surplus equipment as well as any related damage
and insurance recoveries will be credited to the
Fleet Replacement Fund.

Future Capital Project Designations. The
Council may designate specific fund balance
levels for future development of capital projects
that it has determined to be in the best long-term
interests of the City.
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D. Other Designations and Reserves. In addition E. CIP Phases. The CIP will emphasize project

. CIP Review Committee.

to the designations noted above, fund balance
levels will be sufficient to meet funding
requirements for projects approved in prior years
which are carried forward into the new year;
debt service reserve requirements; reserves for
encumbrances; and  other  reserves or
designations required by contractual obligations,
state law, or generally accepted accounting
principles.

CAPITAL IMPROVEMENT MANAGEMENT

A. CIP Projects: $15,000 or More. Construction

projects and equipment purchases which cost
$15,000 or more will be included in the Capital
Improvement Plan (CIP); minor capital outlays
of less than $15,000 will be included with the
operating program budgets.

. CIP Purpose. The purpose of the CIP is to
systematically plan, schedule, and finance
capital projects to ensure cost-effectiveness as
well as conformance with established policies.
The CIP is a four-year plan organized into the
same functional groupings used for the operating
programs. The CIP will reflect a balance
between capital replacement projects that repair,
replace or enhance existing facilities, equipment
or infrastructure; and capital facility projects that
significantly expand or add to the City's existing
fixed assets.

. Project Manager. Every CIP project will have
a project manager who will prepare the project
proposal, ensure that required phases are
completed on schedule, authorize all project
expenditures, ensure that all regulations and
laws are observed, and periodically report
project status.

Headed by the City
Manager or designee, this Committee will
review project proposals, determine project
phasing, recommend project managers, review
and evaluate the draft CIP budget document, and
report CIP project progress on an ongoing basis.
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planning, with projects progressing through at
least two and up to ten of the following phases:

1. Designate. Appropriates funds based on
projects designated for funding by the
Council through adoption of the Financial
Plan.

2. Study. Concept design, site selection,
feasibility —analysis, schematic design,
environmental  determination,  property

appraisals, scheduling, grant application,
grant approval, specification preparation for
equipment purchases.

3. Environmental Review. EIR preparation,
other environmental studies.

4. Real Property Acquisitions. Property
acquisition for projects, if necessary.

5. Site Preparation. Demolition, hazardous
materials abatements, other pre-construction
work.

6. Design. Final design, plan and specification
preparation and construction cost estimation.

7. Construction. Construction contracts.

8. Construction Management. Contract
project management and inspection, soils
and material tests, other support services
during construction.

9. Equipment Acquisitions. Vehicles, heavy
machinery, computers, office furnishings,
other equipment items acquired and installed
independently from construction contracts.

10. Debt Service. Installment payments of
principal and interest for completed projects
funded through debt financings.
Expenditures for this project phase are
included in the Debt Service section of the
Financial Plan.
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Generally, it will become more difficult for a H. Program Objectives. Project phases will be

project to move from one phase to the next. As
such, more projects will be studied than will be
designed, and more projects will be designed
than will be constructed or purchased during the
term of the CIP.

CIP Appropriation. The City’s annual CIP
appropriation for study, design, acquisition
and/or construction is based on the projects
designated by the Council through adoption of
the Financial Plan. Adoption of the Financial
Plan CIP appropriation does not automatically
authorize funding for specific project phases.
This authorization generally occurs only after
the preceding project phase has been completed
and approved by the Council and costs for the
succeeding phases have been fully developed.

Accordingly,  project  appropriations  are
generally made when contracts are awarded. If
project costs at the time of bid award are less
than the budgeted amount, the balance will be
unappropriated and returned to fund balance or
allocated to another project. If project costs at
the time of bid award are greater than budget
amounts, five basic options are available:

1. Eliminate the project.

2. Defer the project for consideration to the
next Financial Plan period.

3. Rescope or change the phasing of the project
to meet the existing budget.

4. Transfer funding from another specified,
lower priority project.

5. Appropriate  additional
necessary from fund balance.

resources as

. CIP Budget Carryover. Appropriations for
CIP projects lapse three years after budget
adoption. Projects which lapse from lack of
project account appropriations may be
resubmitted for inclusion in a subsequent CIP.
Project accounts, which have been appropriated,
will not lapse until completion of the project
phase.
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listed as objectives in the program narratives of
the programs, which manage the projects.

Public Art. CIP projects will be evaluated
during the budget process and prior to each
phase for conformance with the City's public art
policy, which generally requires that 1% of
eligible project construction costs be set aside
for public art. Excluded from this requirement
are underground projects, utility infrastructure
projects, funding from outside agencies, and
costs other than construction such as study,
environmental review, design, site preparation,
land acquisition and equipment purchases.

It is generally preferred that public art be
incorporated directly into the project, but this is
not practical or desirable for all projects; in this
case, an in-lieu contribution to public art will be
made. To ensure that funds are adequately
budgeted for this purpose regardless of whether
public art will be directly incorporated into the
project, funds for public art will be identified
separately in the CIP.

Given the City’s fiscal situation for 2009-11,
public art will be funded at the same level
required by the private sector: 0.5% rather than
1%.

General Plan Consistency Review.  The
Planning Commission  will  review the
Preliminary CIP for consistency with the
General Plan and provide is findings to the
Council prior to adoption.
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CAPITAL FINANCING

AND DEBT MANAGEMENT

A. Capital Financing

1. The City will consider the use of debt

financing only for one-time capital
improvement projects and only under the
following circumstances:

a. When the project’s useful life will
exceed the term of the financing.

b. When project revenues or specific
resources will be sufficient to service
the long-term debt.

Debt financing will not be considered
appropriate for any recurring purpose such
as current operating and maintenance
expenditures. The issuance of short-term
instruments such as revenue, tax or bond
anticipation notes is excluded from this
limitation. (See Investment Policy)

Capital improvements will be financed
primarily through user fees, service charges,
assessments, special taxes or developer
agreements  when  benefits can be
specifically attributed to users of the facility.
Accordingly, development impact fees
should be created and implemented at levels
sufficient to ensure that new development
pays its fair share of the cost of constructing
necessary community facilities.

Transportation impact fees are a major
funding source in financing transportation
system improvements. However, revenues
from these fees are subject to significant
fluctuation based on the rate of new
development.  Accordingly, the following
guidelines will be followed in designing and
building projects funded with transportation
impact fees:

a. The availability of transportation impact
fees in funding a specific project will be
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analyzed on a case-by-case basis as
plans and specification or contract
awards are submitted for City Manager
or Council approval.

b. If adequate funds are not available at
that time, the Council will make one of
two determinations:

e Defer the project until funds are
available.

e Based on the high-priority of the
project, advance funds from the
General Fund, which will be
reimbursed as soon as funds become
available. Repayment of General
Fund advances will be the first use
of transportation impact fee funds
when they become available.

5. The City will use the following criteria to

evaluate pay-as-you-go versus long-term
financing in funding capital improvements:

Factors Favoring
Pay-As-You-Go Financing

a. Current revenues and adequate fund
balances are available or project phasing
can be accomplished.

b. Existing debt levels adversely affect the
City's credit rating.

c. Market conditions are unstable or
present difficulties in marketing.

Factors Favoring Long Term Financing

d. Revenues available for debt service are
deemed sufficient and reliable so that
long-term financings can be marketed
with investment grade credit ratings.

e. The project securing the financing is of
the type, which will support an
investment grade credit rating.

f. Market conditions present favorable
interest rates and demand for City
financings.
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g. A project is mandated by state or federal
requirements, and resources are
insufficient or unavailable.

h. The project is immediately required to
meet or relieve capacity needs and
current resources are insufficient or
unavailable.

i. The life of the project or asset to be
financed is 10 years or longer.

B. Debt Management

1.

The City will not obligate the General Fund
to secure long-term financings except when
marketability can be significantly enhanced.

An internal feasibility analysis will be
prepared for each long-term financing which
analyzes the impact on current and future
budgets for debt service and operations.
This analysis will also address the reliability
of revenues to support debt service.

The City will generally conduct financings
on a competitive basis. However, negotiated
financings may be used due to market
volatility or the use of an unusual or
complex financing or security structure.

The City will seek an investment grade
rating (Baa/BBB or greater) on any direct
debt and will seek credit enhancements such
as letters of credit or insurance when
necessary  for  marketing  purposes,
availability and cost-effectiveness.

The City will monitor all forms of debt
annually coincident with the City's Financial
Plan preparation and review process and
report concerns and remedies, if needed, to
the Council.

The City will diligently monitor its
compliance with bond covenants and ensure
its adherence to federal arbitrage
regulations.
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7. The City will maintain good, ongoing

communications with bond rating agencies
about its financial condition. The City will
follow a policy of full disclosure on every
financial report and bond prospectus
(Official Statement).

C. Debt Capacity

1. General Purpose Debt Capacity. The City

will carefully monitor its levels of general-
purpose debt. Because our general purpose
debt capacity is limited, it is important that
we only use general purpose debt financing
for high-priority projects where we cannot
reasonably use other financing methods for
two key reasons:

a. Funds borrowed for a project today are
not available to fund other projects
tomorrow.

b. Funds committed for debt repayment
today are not available to fund
operations in the future.

In evaluating debt capacity, general-purpose
annual debt service payments should
generally not exceed 10% of General Fund
revenues; and in no case should they exceed
15%. Further, direct debt will not exceed
2% of assessed valuation; and no more than
60% of capital improvement outlays will be
funded from long-term financings.

Enterprise Fund Debt Capacity. The City
will set enterprise fund rates at levels needed
to fully cover debt service requirements as
well as operations, maintenance,
administration and capital improvement
costs. The ability to afford new debt for
enterprise operations will be evaluated as an
integral part of the City’s rate review and
setting process.
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D.

Independent Disclosure Counsel

The following criteria will be used on a case-by-
case basis in determining whether the City
should retain the services of an independent
disclosure counsel in conjunction with specific
project financings:

1. The City will generally not retain the

services of an independent disclosure
counsel when all of the following
circumstances are present:

a. The revenue source for repayment is
under the management or control of the
City, such as general obligation bonds,
revenue bonds, lease-revenue bonds or
certificates of participation.

b. The bonds will be rated or insured.

The City will consider retaining the services
of an independent disclosure counsel when
one or more of following circumstances are
present:

a. The financing will be negotiated, and
the underwriter has not separately
engaged an underwriter’s counsel for
disclosure purposes.

b. The revenue source for repayment is not
under the management or control of the
City, such as land-based assessment
districts, tax allocation bonds or conduit
financings.

c. The bonds will not be rated or insured.

d. The City’s financial advisor, bond
counsel or underwriter recommends that
the City retain an independent
disclosure counsel based on the
circumstances of the financing.

E. Land-Based Financings

1. Public Purpose. There will be a clearly

articulated public purpose in forming an
assessment or special tax district in
financing public infrastructure
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improvements.  This should include a
finding by the Council as to why this form
of financing is preferred over other funding
options such as impact fees, reimbursement
agreements or direct developer
responsibility for the improvements.

Eligible  Improvements. Except as
otherwise determined by the Council when
proceedings for district formation are
commenced, preference in financing public
improvements through a special tax district
shall be given for those public
improvements that help achieve clearly
identified  community  facility and
infrastructure goals in accordance with
adopted facility and infrastructure plans as
set forth in key policy documents such as
the General Plan, Specific Plan, Facility or
Infrastructure Master Plans, or Capital
Improvement Plan.

Such improvements include study, design,
construction and/or acquisition of;

a. Public safety facilities.

b. Water supply, distribution and treatment
systems.

c. Waste collection and treatment systems.

d. Major transportation
improvements, such as freeway
interchanges;  bridges;  intersection
improvements; construction of new or
widened arterial or collector streets
(including related landscaping and
lighting); sidewalks and other pedestrian
paths; transit facilities; and bike paths.

system

e. Storm drainage, creek protection and
flood protection improvements.

f. Parks, trails, community centers and
other recreational facilities.

Open space.
Cultural and social service facilities.

i. Other governmental
improvements  such  as

facilities and
offices,
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6.

information technology systems and
telecommunication systems.

School facilities will not be financed except
under appropriate joint community facilities
agreements or joint exercise of powers
agreements between the City and school
districts.

Active Role.  Even though land-based
financings may be a limited obligation of the
City, we will play an active role in
managing the district. This means that the
City will select and retain the financing
team, including the financial advisor, bond
counsel, trustee, appraiser, disclosure
counsel,  assessment  engineer  and
underwriter. Any costs incurred by the City
in retaining these services will generally be
the responsibility of the property owners or
developer, and will be advanced via a
deposit when an application is filed; or will
be paid on a contingency fee basis from the
proceeds from the bonds.

Credit Quality. When a developer requests
a district, the City will carefully evaluate the
applicant’s financial plan and ability to carry
the project, including the payment of
assessments and special taxes during build-
out. This may include detailed background,
credit and lender checks, and the preparation
of independent appraisal reports and market
absorption studies. For districts where one
property owner accounts for more than 25%
of the annual debt service obligation, a letter
of credit further securing the financing may
be required.

Reserve Fund. A reserve fund should be
established in the lesser amount of: the
maximum annual debt service; 125% of the
annual average debt service; or 10% of the
bond proceeds.

Value-to-Debt Ratios. The minimum value-
to-date ratio should generally be 4:1. This
means the value of the property in the
district, with the public improvements,
should be at least four times the amount of
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10.

the assessment or special tax debt. In
special circumstances, after conferring and
receiving the concurrence of the City’s
financial advisor and bond counsel that a
lower value-to-debt ratio is financially
prudent under the circumstances, the City
may consider allowing a value-to-debt ratio
of 3:1. The Council should make special
findings in this case.

Appraisal Methodology. Determination of
value of property in the district shall be
based upon the full cash value as shown on
the ad valorem assessment roll or upon an
appraisal by an independent Member
Appraisal Institute (MAI). The definitions,
standards and assumptions to be used for
appraisals shall be determined by the City
on a case-by-case basis, with input from
City consultants and district applicants, and
by reference to relevant materials and
information promulgated by the State of
California, including the  Appraisal
Standards for Land-Secured Financings
prepared by the California Debt and
Investment Advisory Commission.

Capitalized Interest During Construction.
Decisions to capitalize interest will be made
on case-by-case basis, with the intent that if
allowed, it should improve the credit quality
of the bonds and reduce borrowing costs,
benefiting both current and future property
owners.

Maximum Burden. Annual assessments (or
special taxes in the case of Mello-Roos or
similar districts) should generally not exceed
1% of the sales price of the property; and
total property taxes, special assessments and
special taxes payments collected on the tax
roll should generally not exceed 2%.

Benefit Apportionment. Assessments and
special taxes will be apportioned according
to a formula that is clear, understandable,
equitable and reasonably related to the
benefit received by—or burden attributed
to—each parcel with respect to its financed
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11.

12.

13.

14.

improvement. Any annual escalation factor
should generally not exceed 2%.

Special Tax District Administration. In the
case of Mello-Roos or similar special tax
districts, the total maximum annual tax
should not exceed 110% of annual debt
service. The rate and method of
apportionment should include a back-up tax
in the event of significant changes from the
initial development plan, and should include
procedures for prepayments.

Foreclosure Covenants. In  managing
administrative costs, the City will establish
minimum delinquency amounts per owner,
and for the district as a whole, on a case-by-
case basis before initiating foreclosure
proceedings.

Disclosure to Bondholders. In general,
each property owner who accounts for more
than 10% of the annual debt service or
bonded indebtedness must provide ongoing
disclosure information annually as described
under SEC Rule 15(c)-12.

Disclosure to Prospective Purchasers. Full
disclosure about outstanding balances and
annual payments should be made by the
seller to prospective buyers at the time that
the buyer bids on the property. It should not
be deferred to after the buyer has made the
decision to purchase. When appropriate,
applicants or property owners may be
required to provide the City with a
disclosure plan.

F. Conduit Financings

1.

The City will consider requests for conduit
financing on a case-by-case basis using the
following criteria:

a. The City’s bond counsel will review the
terms of the financing, and render an
opinion that there will be no liability to
the City in issuing the bonds on behalf
of the applicant.
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b. There is a clearly articulated public
purpose in providing the conduit
financing.

c. The applicant is capable of achieving
this public purpose.

2. This means that the review of requests for

conduit financing will generally be a two-
step process:

a. First asking the Council if they are
interested in considering the request,
and establishing the ground rules for
evaluating it

b. And then returning with the results of
this evaluation, and recommending
approval of appropriate financing
documents if warranted.

This two-step approach ensures that the
issues are clear for both the City and
applicant, and that key policy questions are
answered.

The workscope necessary to address these
issues will vary from request to request, and
will have to be determined on a case-by-case
basis. Additionally, the City should
generally be fully reimbursed for our costs
in evaluating the request; however, this
should also be determined on a case-by-case
basis.

G. Refinancings

1. General Guidelines. Periodic reviews of all

outstanding debt will be undertaken to
determine refinancing opportunities.
Refinancings will be considered (within
federal tax law constraints) under the
following conditions:
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2.

a. There is a net economic benefit.

b. It is needed to modernize covenants that
are adversely affecting the City’s
financial position or operations.

c. The City wants to reduce the principal
outstanding in order to achieve future
debt service savings, and it has available
working capital to do so from other
sources.

Standards for Economic Savings. In
general, refinancings for economic savings
will be undertaken whenever net present
value savings of at least five percent (5%) of
the refunded debt can be achieved.

a. Refinancings that produce net present
value savings of less than five percent
will be considered on a case-by-case
basis, provided that the present value
savings are at least three percent (3%) of
the refunded debt.

b. Refinancings with savings of less than
three percent (3%), or with negative
savings, will not be considered unless
there is a compelling public policy
objective.

HUMAN RESOURCE MANAGEMENT

A. Regular Staffing

1.

The budget will fully appropriate the
resources needed for authorized regular
staffing and will limit programs to the
regular staffing authorized.

Regular employees will be the core work
force and the preferred means of staffing
ongoing, year-round program activities that
should be performed by full-time City
employees  rather than  independent
contractors. The City will strive to provide
competitive compensation and  benefit
schedules for its authorized regular work
force. Each regular employee will:
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a. Fill an authorized regular position.

b. Be assigned to an appropriate bargaining
unit.

c. Receive salary and benefits consistent
with  labor agreements or other
compensation plans.

To manage the growth of the regular work
force and overall staffing costs, the City will
follow these procedures:

a. The Council will authorize all regular
positions.

b. The Human Resources Department will
coordinate and approve the hiring of all
regular and temporary employees.

c. All requests for additional regular
positions will include evaluations of:

e The necessity, term and expected
results of the proposed activity.

materials  costs
including salary, benefits,
equipment,  uniforms,  clerical
support and facilities.

e Staffing and

e The ability of private industry to
provide the proposed service.

e Additional revenues or cost savings,
which may be realized.

Periodically, and before any request for
additional regular positions, programs will
be evaluated to determine if they can be
accomplished with fewer regular employees.
(See Productivity Review Policy)

Staffing and contract service cost ceilings
will limit total expenditures for regular
employees, temporary employees, and
independent contractors hired to provide
operating and maintenance services.
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B. Temporary Staffing project, program or activity.  Accordingly,
porary _ (
contract employees will not be used for services
that are anticipated to be delivered on an

ongoing basis.

1. The hiring of temporary employees will not
be used as an incremental method for

expanding the City's regular work force.

Temporary employees include all employees

. Overtime Management

other than regular employees, elected 1. Overtime should be used only when

officials and volunteers. Temporary necessary and when other alternatives are

employees will generally augment regular not feasible or cost effective.

City staffing as extra-help employees,

seasonal employees, contract employees, 2. All overtime must be pre-authorized by a

interns and work-study assistants. department head or delegate unless it is
assumed pre-approved by its nature. For

The City Manager (City Manager) and example, overtime that results when an

Department Heads will encourage the use of employee is assigned to standby and/or must

temporary rather than regular employees to respond to an emergency or complete an

meet peak workload requirements, fill emergency response.

interim vacancies, and accomplish tasks

where less than full-time, year-round 3. Departmental operating budgets should

staffing is required. reflect anticipated annual overtime costs and
departments will regularly monitor overtime

Under this guideline, temporary employee use and expenditures.

hours will generally not exceed 50% of a

regular, full-time position (1,000 hours 4. When considering the addition of regular or

annually). There may be limited temporary staffing, the use of overtime as an
circumstances where the use of temporary alternative  will be considered. The
employees on an ongoing basis in excess of department will take into account:

this target may be appropriate due to unique a. The duration that additional staff

programming or staffing requirements.
However, any such exceptions must be
approved by the City Manager based on the
review and recommendation of the Human
Resources Director.

Contract employees are defined as
temporary employees with written contracts
approved by the City Manager who may
receive approved benefits depending on
hourly requirements and the length of their
contract. Contract employees will generally
be used for medium-term (generally between
six months and two years) projects,
programs or activities requiring specialized
or augmented levels of staffing for a specific
period.

The services of contract employees will be
discontinued upon completion of the assigned
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resources may be needed.

b. The cost of overtime versus the cost of
additional staff.

c. The skills and abilities of current staff.

d. Training costs associated with hiring
additional staff.

e. The impact of overtime on existing staff.

Independent Contractors

Independent contractors are not City employees.
They may be used in two situations:

1.

Short-term, peak workload assignments to
be accomplished using personnel contracted
through an outside temporary employment
agency (OEA). In this situation, it is
anticipated that City staff will closely
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monitor the work of OEA employees and
minimal training will be required. However,
they will always be considered the
employees of the OEA and not the City. All
placements through an OEA will be
coordinated through the Human Resources
Department and subject to the approval of
the Human Resources Director.

2. Construction of public works projects and
delivery of operating, maintenance or
specialized  professional  services not
routinely performed by City employees.
Such services will be provided without close
supervision by City staff, and the required
methods, skills and equipment will generally
be determined and provided by the
contractor. Contract awards will be guided
by the City's purchasing policies and
procedures. (See Contracting for Services
Policy)

PRODUCTIVITY

Ensuring the “delivery of service with value for
cost” is one of the key concepts embodied in the
City's Mission Statement (San Luis Obispo Style—

Quality With Vision).

To this end, the City will

constantly monitor and review our methods of
operation to ensure that services continue to be
delivered in the most cost-effective manner possible.

This review process encompasses a wide range of
productivity issues, including:

A.

Analyzing systems and procedures to identify
and remove unnecessary review requirements.

Evaluating the ability of new technologies and
related capital investments to improve
productivity.

Developing the skills and abilities of all City
employees.

Developing and implementing
methods of recognizing and
exceptional employee performance.

appropriate
rewarding

B-25

. Maintaining

E. Evaluating the ability of the private sector to

perform the same level of service at a lower cost.

Periodic formal reviews of operations on a
systematic, ongoing basis.

a decentralized approach in
managing the City's support service functions.
Although some level of centralization is
necessary for review and control purposes,
decentralization supports productivity by:

1. Encouraging accountability by delegating
responsibility to the lowest possible level.

2. Stimulating creativity, innovation and
individual initiative.
3. Reducing the administrative costs of

operation by eliminating unnecessary review
procedures.

4. Improving the organization's ability to
respond to changing needs, and identify and
implement cost-saving programs.

5. Assigning responsibility for effective
operations and citizen responsiveness to the
department.

CONTRACTING FOR SERVICES

A. General Policy Guidelines

1. Contracting with the private sector for the
delivery of services provides the City with a
significant opportunity for cost containment
and productivity enhancements. As such,
the City is committed to using private sector
resources in delivering municipal services as
a key element in our continuing efforts to
provide cost-effective programs.

2. Private sector contracting approaches under
this policy include construction projects,
professional services, outside employment
agencies and ongoing operating and
maintenance services.
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In evaluating the costs of private sector
contracts ~ compared  with in-house
performance of the service, indirect, direct,
and contract administration costs of the City
will be identified and considered.

Whenever private sector providers are
available and can meet established service
levels, they will be seriously considered as
viable service delivery alternatives using the
evaluation criteria outlined below.

For programs and activities currently
provided by City employees, conversions to
contract services will generally be made
through attrition, reassignment or absorption
by the contractor.

B. Evaluation Criteria

Within the general policy guidelines stated
above, the cost-effectiveness of contract services
in meeting established service levels will be
determined on a case-by-case basis using the
following criteria:

1.

Is a sufficient private sector market available
to competitively deliver this service and
assure a reasonable range of alternative
service providers?

Can the contract be
efficiently administered?

effectively and

What are the consequences if the contractor
fails to perform, and can the contract
reasonably be written to compensate the
City for any such damages?

Can a private sector contractor better
respond to expansions, contractions or
special requirements of the service?

Can the work scope be sufficiently defined
to ensure that competing proposals can be
fairly and fully evaluated, as well as the
contractor's performance after bid award?

Does the use of contract services provide us
with an opportunity to redefine service
levels?
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7. Will the contract limit our ability to deliver

emergency or other high priority services?

Overall, can the City successfully delegate
the performance of the service but still retain
accountability and responsibility for its
delivery?

‘;
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MAJOR CITY GOALS

These represent the most important, highest priority
goals for the City to accomplish over the next two
years, and as such, resources to accomplish them
should be included in the 2009-11 Financial Plan.

Infrastructure Maintenance. Sustain an effective
level of existing core infrastructure maintenance
such as streets, sidewalks, creek & flood protection,
park, and protection of other physical assets.

Traffic Congestion Relief. Continue efforts on
projects which relieve traffic congestion, such as
street modifications, intersection improvements,
pedestrian improvements, bicycle facilities, traffic
signal operations and public transit

Economic Development. In collaboration with Cal
Poly, Cuesta and the business community, develop
strategies to increase economic development
including emphasis on head-of-household jobs and
environmentally sustainable businesses.

General Government

Preservation of Essential Services and Fiscal
Health. Adopt a balanced budget that retains the
City’s fiscal health, preserves essential services and
implements long term productivity improvements
and cost-reduction strategies.

OTHER IMPORTANT
COUNCIL OBJECTIVES

Goals in this category are important for the City to
accomplish and resources should be made available
in the 2009-11 Financial Plan if at all possible.

Land Use and Circulation Revisions. Initiate a
focused revision of the Land Use and Circulation
Elements.
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Open Space Preservation. Continue efforts to
acquire preserve and protect open space and develop
a master plan for City-owned agricultural land.

Green House Gas Reduction and Energy
Conservation. Adopt and begin implementing a
plan to reduce greenhouse gases and conserve
energy for municipal operations and the community.

Downtown Maintenance & Beautification. Expand
Downtown  beautification  efforts, including
enhanced maintenance and cleanliness; review and
upgrade of standards; and making phased physical
improvements.

Historic Preservation. Complete a draft Historic
Preservation Ordinance, and if resources permit in
2010-11, update the inventory of historic and
cultural resources within the City.

ADDRESS AS RESOURCES PERMIT

While it is desirable to achieve these goals over the
next two years, doing so is subject to current
resource availability. As noted earlier fiscal
allocations have not been attached to these
objectives due to the economic challenges currently
facing the City.

Creek and Flood Protection. Advance Mid-Higuera
flood protection improvements by seeking Zone 9
funding to complete design, obtain approvals and
make progress toward construction as resources will
allow.

Skate Park. Develop plans and specifications and
seek funding to constrict a skate park.

Urban Forest. Update master plan and develop
recommendations to renew the urban forest and
plant more trees.

Homeless  Services. Identify and pursue
opportunities to implement the “Ten-Year Plan to
End Chronic Homelessness.”
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The following summarizes operating program and capital improvement plan (CIP) costs to achieve the work
programs for Major City Goals and Other Important Council Objective and proposed funding sources.

Cost Summary By Goal and Obijective

Operating Programs

Capital Improvement Plan

2009-10 2010-11 2009-10 2010-11
Major City Goals
Infrastructure Maintenance 8,186,000 6,679,200
Traffic Congestion Relief 32,700 36,000 3,143,800 432,500
Economic Development 37,500 37,500
Preservation of Essential Services & Fiscal Health
Other Important Council Objectives
Land Use and Circulation Revisions 20,000 20,000 72,500 72,500
Open Space Preservation 1,072,500
Green House Gas Reduction & Energy Conservation 10,000 15,000
Downtown Maintenance and Beautification* 276,000 220,000
Historic Preservation** 5,000 il
Total $ 105,200 | $ 108,500 [ $ 12,750,800 | $ 7,404,200

*The following projects are shown in both the Infrastructure Maintenance goal and the Downtown Maintenance and

Beautification objective. In order to avoid double counting these costs, they appear in the Infrastructure Maintenance
goal above: Downtown urban forest plan ($25,000 annually), Warden bridge deck rehabilitation ($45,000), street light
painting ($50,000 annually), parking lot resurfacing ($122,000), and downtown and gateway street paving ($700,000).

Cost Summary By Funding Source

Operating Programs

Capital Improvement Plan

2009-10 2010-11 2009-10 2010-11
General Fund** 84,800 88,100 3,691,700 3,355,200
Community Development Block Grant Fund 268,000 100,000
Parking Fund 122,000
Sewer Fund 2,509,000 1,818,000
Water Fund 1,895,000 1,896,000
Transit Fund 20,400 20,400
Parkland Development Fund 195,400
Transportation Impact Fee Fund 781,600 235,000
Los Osos Valley Road Sub-Area Fee Fund 79,700
Zone 9
American Recovery and Reinvestment Act ("stimulus™) 1,200,000
State Bicycle Grant 890,000
Army Compatible Use Buffer (ACUB) Grant 350,000
Wildlife Conservation Board Grant 400,000
Fleet Replacement Fund 368,400
Total $ 105,200 | $ 108,500 || $ 12,750,800 | $ 7,404,200

** $80,000 for Phase 11 of the Historic Preservation goal (the inventory) will be reconsidered in 2010-11, and

would add to these totals if approved at that time.
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MAJOR CITY GOALS - INFRASTRUCTURE MAINTENANCE

OBJECTIVE

Sustain an effective level of core existing infrastructure maintenance such as streets, sidewalks, creeks and flood
protection, as well as the protection and maintenance of other physical assets.

DISCUSSION

Measure Y Relationship; This major City goal for infrastructure maintenance directly supports two top
priorities, neighborhood street paving and flood protection, for the use of Measure Y revenues.

American Recovery and Reinvestment Act (ARRA) Relationship: At this time, the effect of the American
Recovery and Reinvestment Act (ARRA) Federal stimulus package is unknown. Staff has been working with the
State and local Council of Governments to apply for available funding. Staff has submitted project lists as
potential candidates and will continue to monitor the funding opportunities that may be presented.

Workscope Summary

The City’s infrastructure is key to our residents’ quality of life and this Major City Goal touches all aspects of
City services, whether it is the buildings and facilities in which recreation activities are provided or the streets
people use every day to move about the City. While funding for the Capital Improvement Program (CIP) and
Operating Programs is not as plentiful as it was two years ago, the 2009-11 CIP program recommended for
approval will provide an effective level of maintenance for the City’s physical assets.

This goal will focus on traditional infrastructure maintenance including, buildings, parks, streets, drainage, water,
and wastewater facilities. It will also overlap with some of the work recommended to occur under the Downtown
Maintenance and Beautification objective.

Background

The City typically devotes a high percentage of the Annual CIP budget to infrastructure maintenance. Proactive
projects to replace aging sewer and water lines, repair City facilities, repair sidewalks, repair streets, add handicap
ramps, repair bridges and remove silt from creek channels have helped the City avoid unexpected repairs. With a
Council philosophy that we should take care of what we already have, this goal strives to make the most of
limited General Fund resources in order to survive the next two years of reduced funding.

Existing Situation

City staff uses a combination of CIP projects and work performed by City crews to make essential repairs to City
infrastructure, but has had difficulty during the last several budget cycles reducing a backlog of needed
maintenance in the street paving, storm drainage and other areas necessary to keep our infrastructure in a good
state of repair. Without significant amounts of new funding, staff will be faced with prioritizing needs for
maintenance and continuing to “hold it together” in certain areas with the hope that an emergency failure does not
occur. Staff believes that the proposed CIP for 2009-11 sets those priorities in order for an effective level of
infrastructure maintenance to be achieved.

Work Completed

With the passage of Measure Y in 2007, the City was able to provide additional resources for infrastructure
maintenance as part of the 2007-09 Financial Plan. During the two year Financial Plan cycle, staff completed
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design of 51 maintenance projects and construction of 59 projects. An additional 14 projects are preparing for
summer 2009 construction and include a street reconstruction and a street resurfacing project, sidewalk
replacement in the downtown, and storm drain pipe replacements. In addition to large construction projects, new
storm drain maintenance staff completed cleaning of 90% of the drainage inlets in the City, removing many tons
of debris to improve inlet performance in wet weather. City street maintenance crews have also completed
maintenance paving of 20 blocks of city street, in addition to smaller patching projects. They also experimented
with a new sealing product to see if it holds promise for treating street surfaces, postponing more significant
repairs. Finally, Parks maintenance staff implemented new equipment and materials at the Damon Garcia Sports
Fields to improve the durability of the turf.

WORK PROGRAM CONSTRAINTS AND LIMITATIONS

The majority of the City’s maintenance projects require minimal review by regulatory agencies with the exception
of work in the creeks. Maintenance work generally qualifies for exemptions from environmental review due to
the replacement nature of the work.

The primary constraints are coordination with business operations and neighborhood access. These issues are
addressed on a project by project basis as the sites are investigated during design. Construction contracts are
written to address special needs in any given area. Coordination will be required at park facilities that are rented
to the community to ensure the facilities are not committed at the same time work will take place. Public Works
and Parks & Recreation Department staff will work together to indentify the construction windows and reserve
the facility during that time.

Projects will also be coordinated to honor the intent of the Pavement Management Plan, which calls for
underground work to be completed in each Pavement Area prior to starting the street reconstruction or resurfacing
project. Public Works and Utilities department staff will work together to schedule projects to minimize trenching
of freshly sealed or paved streets.

STAKEHOLDERS

The entire community is a stakeholder in infrastructure maintenance. Where work will impact the community,
staff uses a variety of contact methods including press releases for large impact projects such as arterial street
paving, and door hangers for projects that will impact residential neighborhoods.

ACTION PLAN

Buildings. Work is recommended for some of the City’s buildings to protect them against deterioration. Shower
stalls are to be replaced in one of the Fire Stations where leakage is causing damage to the support structure of the
building. Restroom replacement at two City parks is also recommended to occur in this budget. This will have
the added benefit of making these facilities more accessible. A roof replacement for a park building and the
sealing of the masonry at the historical Carnegie Library are also recommended.

Park Playground Equipment. The City routinely replaces play equipment both to remove equipment that is
broken and to upgrade the equipment to newer more accessible and safer equipment. A shift to wooden structures
some years ago has accelerated the need to complete some replacements. The wooden structures did not hold up
well and are being removed due to rot. There are two projects proposed in the CIP to go to construction and three
more to be designed and ready for construction with the 2011-13 Financial Plan.

Streets. As in past years, significant funding is recommended for street reconstruction and resurfacing, in both the
neighborhoods, Downtown and gateways. This type of work consistently ranks as a high community priority.
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Work is also proposed to repair sidewalk sections, modify corners to comply with State and Federal accessibility
requirements, paint street light poles, and bring signage up to current reflectivity standards. The fleet replacement
program is recommending the replacement of the paving machine used by the street maintenance crew. The
current machine is not operating properly and is very labor intensive, slowing paving operations. The new
equipment will improve the efficiency of paving operations and allow the crew to complete larger projects, which
are complementary to the street reconstruction and resurfacing work done by contract.

Flood Protection. Recommended work will focus on the replacement of aging corrugated metal pipe culverts,
repair of a failed culvert under South Higuera Street and improving the performance of the Andrews Creek rock
guard.

Utilities. Water distribution and wastewater collection work proposed will focus on replacing aging and
undersized piped systems and maintaining treatment plant equipment. Replacement of the failing polybutylene
water services will also continue.

Downtown Design Standards. As part of the Council’s Downtown Maintenance and Beautification objective,
design standards that are used for replacement of infrastructure in the downtown will be reviewed. The
Downtown objective contains a more detailed description of the action plan.

Task Date

Building Maintenance Projects

1. Fire Station 3 Shower Stall Construction, Police Annex Sewer Lateral Replacement, Carnegie Library 6/10
Exterior Sealing, Laguna Lake Restroom Replacement

2. Meadow Park Roof Replacement, Santa Rosa Restroom Replacement 6/11
Playground Equipment Projects
1. Meadow and Throop Park playground Equipment Replacement 6/10
2. Johnson, Santa Rosa and Emerson Park playground Equipment Replacement design 6/11
Street and Flood Protection Projects
1. Andrews Drainage System Design, Drainage Facility Design, Higuera Culvert Repair, Street 6/10
Reconstruction and Resurfacing Design, Sign Reflectivity Software and Equipment Purchase, Sidewalk
Repairs, Sidewalk Ramp Construction, Warden Bridge Resurfacing and Street Light Pole Painting
2. Andrews Drainage System Permitting, Drainage Facility Construction, Sidewalk Repairs, Pavement 6/11
Area and Downtown Street Reconstruction and Resurfacing Design and Construction, Sign
Replacements, Sidewalk Ramp Construction, Parking lot resurfacing, Street Light Pole Painting,

Downtown Tree Management Plan Tree and Sidewalk work

3. Pavement and sidewalk maintenance by City staff Ongoing

Utility Projects

1. Polybutylene Water Service Replacement, Waterline Replacement, Sewerline Replacement, Raw 6/10
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Waterline Coating

2. Polybutylene Water Service Replacement, Waterline Replacement, Sewerline Replacement, Water 6/11
Treatment Plant Roof Replacement and Filter Media Replacement, Water Reclamation Facility Digester
Repair, Clarifier Recoating, DAFT Repair and Facility Painting

Downtown Design Standards

Complete review and modifications of Downtown design standards used in infrastructure maintenance 3/10
as part of the Council’s Downtown Maintenance and Beautification objective

KEY ASSUMPTIONS

Project costs are based on recent bids and account for funding currently anticipated to be approved to complete
the work. Anticipation of seasonal work has framed the year in which certain work will be accomplished, rather
than the year of actual funding. The current financial situation in the country will have an unknown impact on the
bidding climate and the City’s ability to fund the Capital Improvement Plan as currently recommended. Delivery
assumes that staff reductions are not so severe as to hamper delivery of the various projects and maintenance
tasks.

RESPONSIBLE DEPARTMENT
The work of the Capital Improvement Plan will be primarily carried out by the Engineering and Maintenance
Division of the Public Works Department. For project work, engineering staff will work as a team with the

project proponents to complete delivery of the project outlined in the program. Community Development will
largely take the lead in the Design Standards review.
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FINANCIAL AND STAFF RESOURCES REQUIRED TO ACHIEVE THE GOAL

Cost Summary
Operating Programs Capital Improvement Plan
2009-10 2010-11 2009-10 2010-11

Fire Station 3 Shower Repair 57,500

1016 Walnut Sewer Lateral 25,000

Santa Rosa Park Restroom Replacement 315,300

Meadow, Throop Play Equipment 224,800

Johnson, Santa Rosa, Emerson Play Equipment 48,700
Meadow Park Roof Replacement 5,000 40,000
City/County Library Masonary Seal 15,000

Andrews Creek Bypass 330,000
Stormdrain Replacements 260,000 260,000
Minor Stormdrain Facilities 25,000 25,000
Higuera Culvert Repair 150,000

Sidewalk Repair 20,000 20,000
Ramp Construction 135,000 200,000
Warden Bridge Resurfacing 45,000

Downtown and Gateway Paving 200,000 500,000
Street Reconstruction & Resurfacing 1,850,000 1,400,000
Street Sign Maintenance 40,000 66,500
Parking Lot Resurfacing 122,000

Street Light Painting 50,000 50,000
Downtown Urban Forest Management 25,000 25,000
Wastewater Collection System 1,728,000 1,393,000
Water Reclamation Facility 695,000 425,000
Polybutylene Services 450,000 250,000
Water Distribution System 1,180,000 1,396,000
Water Treatment Plant 200,000 250,000
Streets Fleet Replacements (Paver, Roller) 368,400

Total $0 $0 | $8,186,000 | $6,679,200
Funding Sources

Operating Programs Capital Improvement Plan
2009-10 2010-11 2009-10 2010-11

General Fund 2,979,200 2,865,200
CDBGFund 268,000 100,000
Parking Fund 122,000

Parkland Development Fund 195,400

Sewer Fund [ 2423000 1,818,000
Water Fund [ 1,830,000 [ 1,896,000
Fleet Replacement Fund 368,400

Total 0 0 8,186,000 6,679,200

With the exception of the Johnson, Santa Rosa and Emerson Play Equipment, the projects are budgeted through
the construction phase. The play equipment at these three sites will require future funding for construction.
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GENERAL FUND REVENUE POTENTIAL

It is not anticipated that there will be any General Fund revenue enhancements as a result of achieving this goal;
however, by properly maintaining infrastructure, the City will extend the life of physical assets and avoid larger
costs in the future.

OUTCOME—FINAL WORK PRODUCT
Routine infrastructure maintenance primarily accomplishes three things. It completes work on the City’s facilities
which protects and extends their life, preventing more costly major repairs or replacement. It can also prevent a

catastrophic failure which could result in an injury or damage to property. And ultimately, it maintains and
enhances the quality of life in the community by providing reliable core services.
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OBJECTIVE

Continue efforts on projects and programs which relieve traffic congestion, such as street modifications,
intersection improvements, pedestrian improvements, bicycle facilities, trip reduction programs, traffic signal
operations, and public transit.

DISCUSSION

Measure Y Relationship: This major City goal for relieving traffic congestion directly supports a top priority for
the use of Measure Y funds and will launch for the first time an annual report on congestion management, similar
to the annual report on traffic safety.

American Reinvestment and Recovery Act: At the time of writing this major goal, issues associated with
potential funding stemming from the American Reinvestment and Recovery Act (ARAA) are still unresolved.
Approximately $1,000,000 is anticipated in one-time only funding for transit capital for use by SLO Transit (this
will be discussed under the separate Transit Enterprise Fund review), and $1,200,000 is anticipated to be
received for use on general transportation projects. Staff is proposing to program any and all ARRA general
transportation funds for the Railroad Safety Trail Phase Il project which continues to be significantly
underfunded but will be ready for construction in FY 2009-10. This recommendation is being made because the
project is eligible for Federal funding assistance and should be able to meet delivery requirements of the Act (it is
““shovel ready”).

Workscope Summary
The work program consists of the following key elements:

Completing construction plans and specifications for the Los Osos Valley Road (LOVR) interchange.
Completing project design and beginning construction of Tank Farm and Broad Street intersection widening.
Completing construction of a traffic signal at US 101 and Grand Avenue.

Working with developers in the Margarita area to begin a phased in approach to improving Prado Road in the
“west end” of the Specific Plan area.

Improving the intersection at Johnson and Buchon in response to neighborhood traffic concerns.
Constructing curb ramps and repairing city sidewalks to improve accessibility for pedestrians.

7. Completing the first annual Congestion Management Report, similar to the annual Traffic Safety Report, to
analyze key traffic congestion problems, identify priorities, and make specific recommendations for
improvement.

8. Completing bi-annual bicycle and vehicle traffic counts.
9. Implementing Neighborhood Traffic Management projects to address traffic concerns.
10. Continuing to apply for grants for alternative transportation projects such as bikeways and pedestrian paths

> ownh e

o o

including:
a. Continuing with bicycle improvements such as the Railroad Safety Trail and Bob Jones City-to-the Sea
Trail

b. Continuing to promote alternative transportation through marketing and education outreach.
11. Implementing the Short Range Transit Plan (SRTP) update as funds permit.

12. Maintaining basic levels of transit service for SLO Transit and SLO Regional Transit Authority (RTA) during
a time of transit funding shortfalls.
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13. Working with the San Luis Obispo Council of Governments (SLOCOG) and Caltrans regarding future
planning for State Route One (Santa Rosa Street corridor).

14. Evaluating costs and benefits of landscaped medians in the as set forth in the Mid-Higuera Street
Enhancement Plan.

15. Accessing to the greatest extent possible, American Recovery and Reinvestment Act (ARRA) Funding.
Existing Situation

Public Works is responsible for identifying traffic congestion points and safety issues in the City’s circulation
network and developing solutions to both. This often leads to recommendations to provide additional capacity (as
outlined in the Circulation Element) in order to accommodate current and future traffic demands. In addition
opportunities for small scale operational improvements to the street system, traffic striping or signage, signal
coordination system, bicycle and pedestrian improvements, and mass transit service improvements are frequently
identified. To facilitate these efforts, the City is proposing a number of small, medium, and large capital
improvement projects.

Public Works conducts bi-annual surveys and counts of traffic and travel patterns for both vehicles and bicycles.
This information is used to prioritize projects and recommend congestion relief efforts necessary as the City and
adjacent communities develop.

Through the efforts of the Bicycle Programs Coordinator, the City has been very successful in obtaining partial
grant funding for work on improving the City’s bikeway system. However, despite these efforts, many of the
segments are still underfunded and need further grant assistance to complete construction. Projects currently
under design include: the Bob Jones bridge connections at Prado Road and LOVR, Railroad Safety Trail phase
4A (Foothill to Cal Poly), the Bridge over US 101, and Phase 3 (Amtrak to Marsh), and the Safe Route to School
project to construct a bridge over Prefumo Creek near LOVR. The City maintains a program for installing bicycle
facility improvements in conjunction with City street paving projects to coordinate efforts within the public right
of way and reduce project costs.

The City maintains a program for constructing curb ramps and repairing City sidewalks to improve pedestrian
accessibility, which is implemented through the annual street reconstruction and resurfacing project.
Additionally, the City maintains a Neighborhood Traffic Management program to address traffic concerns within
the residential neighborhoods. The City also collaborates with SLO Regional Rideshare to promote activities
such (as Safe Routes to School, Bike Month, and Rideshare Week) that encourage the use of alternative
transportation to vehicles. The City is also working with SLO Regional Rideshare to promote a new 511 traffic
hotline.

Work Completed

As a result of the City’s 2007-09 Capital Improvement Program, construction was completed on the widening of
Santa Barbara Street and Orcutt Road at the railroad crossing, and a traffic signal will soon be in place at Laurel
and Orcutt. The Bob Jones Trail segment was completed from Prado past the Water Reclamation Facility, and
Phase 4 of the Railroad Safety Trail was completed from Taft to Foothill. The final phase of the Bill Roalman
Bicycle Blvd was completed in Spring 2009.

Due to the significant recession in the development community, infrastructure improvements associated with
development projects have not occurred. The Prado Road extension between Higuera and Broad Street is the
responsibility of development and will likely happen in a reduced or phased approach due to the delay in
residential development in that specific plan area.
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Work is near completion on the environmental document for the Los Osos Valley Road Interchange
reconstruction, and staff has met with Los Verdes Park residents to discuss their concerns about noise and access.
Design work for the project is expected to be completed in early 2010 with a plan to take advantage of accelerated
state or federal infrastructure funding that is available.

CONSTRAINTS AND LIMITATIONS

1.

10.

11.

The Mid-Higuera widening project has become cost-prohibitive to pursue under its current scope. Staff
estimates that right of way acquisition and relocation costs will exceed $5,000,000 and there is no other
funding source available. Because of a lack of timely progress on the environmental document, SLOCOG
staff have reprogrammed funds from this project to other projects in the County with the caveat that the City
could reapply for those grant funds when it has reached a decision on a new scope for the project. Staff will
continue to pursue options for a smaller more focused project at the corner of Marsh and Higuera within
available funding.

Project costs for this work program are based on recent bids and account for funding currently anticipated to
be available to complete the work. The current financial situation could impact the bidding climate and the
City’s ability to fund the Capital Improvement Plan as currently recommended.

It is anticipated that several projects will require additional funds for construction to begin. If additional grant
funds are not acquired, and General Fund dollars are not available, the projects will not begin construction
and will have to wait for future funding.

Significant reductions in transit operational funding will make it difficult to maintain current service levels,
let alone implement new service recommendations of the Short Range Transit Plan.

Because of funding commitments to keep the Los Osos Valley Road Interchange on schedule, other projects
must wait for accumulated Transportation Impact Fee (TIF) funds for design and construction. The revised
TIF program better reflects the new costs of capital projects and passes on the appropriate share to new
development. Unfortunately, the projected state of the development industry makes it unlikely that TIF
revenue will be secured in its historical pattern.

Infrastructure improvements tied to new growth areas will be delayed due to the economy and may be
implemented in a phased approach when development activity returns to historical levels.

Approval of the construction documents for the LOVR Interchange is subject to Caltrans and federal review
timelines and therefore the date of approval cannot be guaranteed.

Many of the Bikeway projects are only partially funded and will need additional resources to complete
construction.

Given the projections for the 2009-11 City budget, less funding will be available for the construction of
sidewalks, curb ramps, traffic calming devices, and bicycle facilities all of which assist in traffic congestion
relief.

The temporary Bicycle Programs Coordinator position in the Transportation Planning and Engineering
Program is set to expire on June 30, 2009 reducing the staffing available to implement this Major City Goal.

The City Traffic Engineer position is proposed for elimination with other regular and contract staff taking up
the duties.
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STAKEHOLDERS

The stakeholders in this program are largely users of the circulation system that include: motorists, bicyclists,
transit riders, pedestrians and residents. Other stakeholders include the business and development community,

transportation providers such as freight carriers and transit operators, and the disabled community.

ACTION PLAN

3 Date
Transit Service Levels
1. Maintain existing transit levels for local and regional services with uncertain levels of State and Ongoing
Federal funding.
2. Implement recommendation in the Short Range Transit Plan if funding is available. Ongoing
3. Explore alternative fuel and vehicle type to offset operational costs. Ongoing
Transit Improvements
1. Use federal and state capital funding to replace and upgrade vehicles. Ongoing
2. Use federal (ARRA) and state capital funding to upgrade Automatic Vehicle Location) AVL system 3/10
for improved on time performance.
3. Use federal (ARRA) and state capital funding to improve the transit facility on Prado Road. 3/10
Congestion Management Report
Implement low cost recommendations of the Congestion Management Report. Ongoing
State Route 1/Highway 101
Work with SLOCOG and Caltrans regarding further planning for State Route One (Santa Rosa Street) 6/10
including an alternatives assessment for US 101/SR 1 interchange.
Prado Road Extension
Work with west side Margarita area property owners to implement phased improvements to Prado Ongoing
Road.
Signalization of US 101/Grand Avenue Intersection
1. Complete design. 12/09
2. Begin Construction. 5/10
3. Complete construction. 9/10
Los Osos Valley Road Interchange
1. Complete construction plans and specifications. 5/10
2. Begin right of way acquisition. 6/10
3. Complete right of way acquisition. 6/11
4. Pursue additional funding. Ongoing
5. Implement phase improvements as new development occurs. Ongoing
Traffic Model Update
1. Complete base year traffic model update. 7/09
2. Recruit temporary or contract staff, or consultant assistance for traffic model development. 7/09
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3. Complete Traffic Model Update with existing Land Use scenarios. 6/10
4. Identification and development of strategic revisions to the Land Use Element in superseded sections. 6/11
5. Conduct traffic model assessments of various land use modifications for future year forecasts and 6/11

strategic revisions to the Circulation Element.

Neighborhood Traffic Management Program Update

Update the Neighborhood Traffic Management program to reflect current practices and principles. 7/09

Aero Drive Realignment

Work with the County of San Luis Obispo to relocate Aero Drive and signalize access to San Luis Ongoing
Obispo Regional Airport.

SLO County 511

Work with Rideshare to promote a new 511 traffic hotline. Ongoing

Johnson and Buchon Intersection Improvements

1. Begin project design (combined scope of Pismo/Buchon neighborhood traffic management program). 8/09
2. Begin construction. 1/10
3. Complete construction. 5/10

Tank Farm Road Intersection Improvements

1. Initiate design of Tank Farm Road widening project. 12/09
2. Complete project design. 6/10
3. Begin construction. 9/10
4. Complete construction. 6/11

Railroad Safety Trail - Phase 3

1. Complete construction documents. 9/09
2. Pursue additional funding. Ongoing
3. Award contract and begin construction. TBD
Railroad Safety Trail - Phase 4a

1. Complete construction drawings. 7/09
2. Begin Construction 10/09
3. Complete Construction 3/10
Railroad Safety Trail Bridge: Highway 101 Crossing

1. Complete Union Pacific Railroad and Caltrans Agreements 10/09
2. Complete design 1/10
3. Pursue additional funding Ongoing
4. Award contract and begin construction. TBD
Bob Jones City-to-Sea Trail

1. Pursue outside funding for trail connections. Ongoing
2. Complete construction drawings. 9/09
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Task Date

3. Complete construction. 3/10

Bill Roalman Phase 11

Complete construction. 9/09

Madonna Road Bike Path

Work with property owners and Caltrans to implement a new bicycle facility that connects Madonna 10/09
Road to Marsh Street.

Mid-Higuera Widening

Evaluate the costs and benefits of landscaped medians in the as set forth in the Mid-Higuera Street 5/10
Enhancement Plan and present results to the Council.

Other Projects That Reduce Traffic Congestion

1.

o > 0N

Sk

Complete curb ramps, on-street bicycle facility paving, and striping improvements in conjunction Ongoing
with City Street paving projects.

Implement Neighborhood Traffic Management projects. Ongoing
Construct curb ramps and install sidewalks. Ongoing
Conduct bi-annual vehicle and bicycle traffic counts. Ongoing
Complete miscellaneous bicycle facility improvements identified in the Bicycle Transportation Plan, Ongoing

as resources permit.

Develop a list, in conjunction with the Bicycle Committee, of streets that would benefit from Ongoing
increased street sweeping and coordinate with Street Maintenance to use miscellaneous sweeping
hours, when available, to increase frequency.

Seek funding for the design and construction of bikeways and pedestrian paths within the City. Ongoing
Promote bicycling, walking and transit as alternative forms of transportation. Ongoing
Provide more bicycle parking through the City’s “Racks with Plaques” program. Ongoing

KEY ASSUMPTIONS

1.

The first Congestion Management Annual Report will be complete in May 2009 and will begin benchmarking
various intersection and road segments that are or will experience congestion. An update to the Short Range
Transit Plan (SRTP) will be completed in May 2009 with recommendations for service improvements to
reduce congestion and provide better service to our transit community.

The State will approve “design exceptions” and permits for all projects that require modifications/deviations
from current State and Federal standards. This includes design exceptions for the Bob Jones bridge
connection at LOVR and the Railroad Safety Trail bridge at US 101.

Continuation of the current contract traffic engineering position is needed to conduct and implement this
program, which will cost $107,000 annually. However staff is proposing to fund half of this position through
reorganization and the other half directly to grant projects or to the Traffic Model Update project that is
included in the proposed CIP; the City Traffic Engineer position will be under filled with the Senior Traffic
Engineer whom will supervise the Traffic Engineering section. This staffing strategy will actually result in a
20% reduction in operating costs.

A minor increase in temporary staffing hours is also needed to conduct and implement this program, which
will cost $19,700 annually. However staff is proposing to fund these additional hours thru a reorganization;
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10.

functions typically performed by contract services will be internalized to provide a cost savings, a portion of
this savings will fund these additional hours. This staffing strategy will actually result in a 4% reduction in
operating costs.

Overall staffing reductions as a result of budget balancing strategies will not reduce the ability to design and
inspect projects in a timely manner.

Approximately $617,800 ($543,500 from Mid-Higuera and $74,300 from Granada/Higuera Signal) in
Transportation Impact Fees are recommending to be deprogrammed from prior appropriations to CIP’s and
used to fund projects in the above list.

American Recovery and Reinvestment Act funding (ARRA) of $1,200,000 is being recommended for
programming on the Railroad Safety Trail Phase Il project. Since the project is significantly underfunded but
will be ready for construction in FY 2009-10, it is intended that any additional ARRA funding available will
be programmed for this project.

Additional funding for construction will be acquired for capital projects that are fully designed, including the
Railroad Safety Trail Segment 3 and Bridge connection at US 101, the Safe Route to School project at
Prefumo Creek, and the Bob Jones Bridge connections.

Transit service funding levels will stabilize for 2010 and 2011 without the need to reduce basic service levels
further.

The temporary Bicycle Programs Coordinator staffing position is needed to assist with implementation of the
Major City Goal and Measure Y Priority which will cost $32,700 in 2009-10 and $37,600 in 2010-11. The
Transit fund will fund $20,000 annually of the Bicycle Program Coordinator position and will use the
position to assist in transit programs, marketing and bicycle integration.

RESPONSIBLE DEPARTMENT

The Public Works Department will be responsible for achieving much of this goal and completion of the
identified steps. The Natural Resources Manager, City Biologist, and Community Development Department will
assist with environmental issues that may arise on each of the various projects.

FINANCIAL AND STAFF RESOURCES REQUIRED TO ACHIEVE THE GOAL

Along with significant staff commitment from Public Works Transportation, Engineering, Development Review
and other operating department staff, substantial additional funding will be needed to complete or make progress
on congestion relief projects and programs. Project delivery assumes that staff reductions are not so severe as to
prevent delivery of the various projects and other related tasks.

B-41



POLICIES AND OBJECTIVES

MAJOR CITY GOALS — TRAFFIC CONGESTION RELIEF

Cost Summary

Operating Programs

Capital Improvement Plan

2009-10 2010-11 2009-10 2010-11

LOWR Interchange Improvements 79,700

Bicycle Facility Improvements 25,000 25,000
Congestion Management Report

Traffic Safety Report Implementation 25,000 25,000
Neighborhood Traffic Management 20,000 20,000
Railroad Safety Trail Lighting 15,000 70,000
Railroad Safety Trail: Phase Il 2,148,100

Railroad Safety Trial: Hwy 101 bike/ped bridge 543,500

Sidewalk Accessibility Improvements 135,000 200,000
Sidewalk Repair 20,000 20,000
Street Light Replacements - Broad Street 60,000

Traffic Model Update 72,500 72,500
Bicycle Safety Education 15,000 15,000
Total $ 15,000 | $ 15,000 || $ 3,143,800 | $ 432,500
Funding Sources

Operating Programs Capital Improvement Plan
2009-10 2010-11 2009-10 2010-11

General Fund 15,000 15,000 265,000 270,000
Transportation Impact/LOVR Sub-Area Fee 79,700

Transportation Impact Fee 709,100 162,500
State Bicycle Transportation Account Grant 890,000

American Recovery and Rein. Act (ARRA) 1,200,000

Total $ 15,000 | $ 15,000 | $ 3,143,800 | $ 432,500

GENERAL FUND REVENUE POTENTIAL

There is no direct potential for General Fund revenues from these projects. However, traffic congestion relief will
improve access within the City which can increase sales tax and transient occupancy tax revenues.

OUTCOME—FINAL WORK PRODUCT

These programs and projects should result in significant improvements in reducing traffic congestion in key

locations in the City.
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OBJECTIVE

In collaboration with Cal Poly, Cuesta, and the business community, develop strategies to increase economic
development including emphasis on head-of-household jobs and environmentally sustainable businesses.

DISCUSSION
Workscope Summary
With emphasis on creating head of household jobs and environmentally sustainable businesses:

1. Re-orient the City’s Economic Development Program to a proactive, analytically driven program that
supports business retention and expansion and more effectively uses web resources to provide information
and market the City as a place to do business;

2. Create a Strategic Economic Development Incentives Program to provide added tools for local business
retention and expansion. Return to Council in July 2009 to define the funding allotment for the Strategic
Economic Incentives Program;

3. Formalize a Business Retention and Expansion Program based on business surveying, data analysis, and
outreach;

4. Build on industry cluster opportunities to identify synergistic strategies for Economic Development in San
Luis Obispo;

5. Build a collaborative relationship with the Cal Poly and Cuesta College to enhance economic development
strategies.

Background

During the major recession in the early 1990’s, the Council established its first Major City Goal focused on
economic development. After establishing this goal, an Economic Strategy Task Force was formed and worked
for nearly a year to define a “more proactive” economic stability program. The Task Force also agreed on goals
set out in a document entitled “Vision for Economic Stability in San Luis Obispo”. In keeping with the
recommendations, the Council directed City resources to specific activities intended to preserve and promote the
financial stability of the community.

From 1993 to 1997, Council expanded the City’s fledgling economic stability activities into the Economic
Development Program. A dedicated Economic Development Manager was hired (as was a dedicated Natural
Resources Manager). Materials touting the phrase “Success, Naturally!” were provided to businesses requesting
information about doing business in San Luis Obispo. Following a series of meetings with a task force of
business leaders, a Targeted Industry Cluster Report was adopted. It identified industries matching the character,
environment, employment, and product needs of residents (1996-97) in an effort to attract these types of
businesses to the City. From 1997 through 2002, the Economic Development Program focused on on-going
Economic Development activities as well as proactive and strategic marketing initiatives to develop businesses as
well as tourism and community promaotion.

Responding to another significant downturn in the economy, two of the Council’s 2003-2005 Major City Goals
emphasized the generation of revenues. Specifically the Council focused on increasing Transient Occupancy and
Sales Tax revenues for the City. This trend continued into the 2005-2007 Financial Plan. As a result, since 2003,
the Economic Development Program has focused on various development projects.  This is seen in the
completion of the Court Street Center, COSTCO, and Irish Hills Plaza along with location of new retailers in
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existing Downtown locations. Following the devastating San Simeon earthquake in 2004 the Economic
Development Program was expanded to include Unreinforced Masonry (URM) Ordinance compliance and
tourism efforts were reassigned to the Principal Administrative Analyst with staffing changes in 2006.

For several years now, the Economic Development Program has endeavored to provide a high level of customer
service to projects that improve the Cityscape and decrease hazards (URM projects) or increase tax revenues (e.g.
Chinatown, Garden Street, Auto Dealers). The City’s approach to business retention and expansion has been
largely reactive to permitting and licensing issues brought forward by businesses.

Recently, there have been notable successes for the economic health of the community. In 2008, Phase 1 of the
Airport and Margarita Areas were successfully annexed into the City thereby creating future space for expanding
businesses. During the strong economic times from 2004 through 2007, several national retailers located along the
Los Osos Valley Road corridor, a new Marriott hotel opened on Calle Joaquin, Cole Motors expanded along
Broad Street, and land was annexed and set aside for future auto dealers. While the Program’s efforts to expand
retail and tourism have created many new jobs in recent years, these jobs trend toward lower pay scales not
traditionally thought of as head of household jobs.

Existing Situation

The existing Economic Development Program works effectively to facilitate projects that will bolster sales and/or
transient occupancy tax such as Chinatown, Garden Street Terraces, and Prefumo Creek Commons. The program
also serves in an “ombudsman” capacity for businesses in the City’s permitting processes as issues are brought to
the City’s attention. The Program Manager relies on the relationships facilitated by community partnerships,
notably with the Chamber of Commerce, the Downtown Association, and the Economic Vitality Corporation.
Assistance for small business is made available through partnerships with organizations such as the Chamber of
Commerce, Economic Vitality Corporation, S.C.O.R.E., and Cuesta College’s Business Assistance Center. The
web and email help to maximize efforts to answer questions and facilitate connections with the business
community. The ShopSLO program encourages shoppers to use their dollars locally. Compliance with the
Unreinforced Masonry Program deadlines continues to be a priority for the Economic Development Program with
outreach and response to affected owners and businesses.

Knowledge about the economic health of the community is gathered through contracts with Hinderliter and de
Llamas (HdL) and through forecasting the economic outlook by UCSB Economic Forecast Project and City-
focused economic forecasting. These sources of information provide data shared through the Economic
Development webpage and information for City decision-makers.

The City’s business retention activities focus on assisting businesses with the permitting process, providing access
to data, such as demographics, resources and space available via the web, and the Business Visitation Program.
The current Business Visits increase the Council and business leaders’ knowledge of ten businesses each year.
Recently, sustainability has been a focus of businesses considered for visitation. Although these visits better
expose the varied business enterprises in the City and offer anecdotal information about our businesses, we do not
have the type or breadth of information that an effective business retention and expansion program needs. Such
information will be provided by the Business Retention and Expansion (BRE) program envisioned in this work
program.

Work Completed
In 2008, City staff and Council members participated in the Chamber of Commerce’s fact finding trip to Boulder

Colorado which generated ideas for redirecting the economic development efforts of the community. Another
outgrowth was a heightened desire for growth of environmentally sustainable businesses in the City. Subsequent
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to the Boulder trip, efforts have also been underway to bring about greater collaboration between the large
economic drivers of our community, notably Cal Poly and Cuesta College.

Current research shows that about 65 to 80 percent of new jobs are created by a community’s existing businesses
rather than by businesses that relocate to a community. As a result and in anticipation of fulfilling the Council
Goal, Business Retention and Expansion software has been purchased to facilitate organization and reporting on
new and existing business retention activities. This software allows tracking and analysis of information important
to helping businesses to thrive and to create new jobs as well as existing efforts to help businesses with concerns
about permit processing. The analytics available with this software will give critical insight into the City’s efforts
to help businesses and feedback about that help. Furthermore, to better understand the business retention model,
economic development program staff undertook training in Business Retention and Expansion.

CONSTRAINTS AND LIMITATIONS

Constraints to this work program are, unsurprisingly, the traditional constraints: staff resources and money. In
order to fully re-orient the Economic Development Program, added staff resources are needed. Increased
collaboration and coordination with business, environmental, and community partners will require significant
staff time as will the collection of data through business surveys. While adding staff resources is not a practical
option at this time, partnering with the Finance and IT Department to utilize analytical staff resources available by
filling the frozen Administrative Analyst position offers an “affordable” opportunity. Prioritization of Economic
Development analysis as one-third of the Finance and IT Department Analyst’s work will address the current need
for additional assistance with statistical and fiscal analysis in the Economic Development Program.

Issues regarding day-to-day development review will also need to shift to other staff. While large scale business
issues will remain with the Economic Development Program, the more focused customer service efforts are
planned to be handled by Community Development staff following a trend that has already started taking place
via coordination between Community Development and Economic Development staff members.

Updates to the Economic Development webpage offer a more efficient and effective way to provide information
to businesses. Significant financial resources are needed to produce enduring changes to the City’s overall
website. Staff will endeavor to better utilize the web and perform the necessary changes (as funds permit) that are
required to achieve this part of the work program.

STAKEHOLDERS

The stakeholders in this program are largely external to the City. These stakeholders include the business and
environmental communities, some represented by the Chamber of Commerce as well as those that are not so
represented. With the emphasis on collaboration, the University and Community College communities are
stakeholders.

ACTION PLAN

Re-Orient the Economic Development Program. This Work Program reorients the Economic Development
Program from revenue enhancement to a focus on strategies that produce head of household jobs and
environmentally sustainable businesses. Staff will use new and existing tools to increase knowledge about and
understanding of the City’s existing business community. Data collection, analysis, and outreach will be
expanded to meet this goal. This work program will emphasize efforts aimed at cultivating the businesses and
business clusters already located in the City without overlooking opportunities for attracting new businesses as
they arise.
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Business Retention and Expansion - Getting to Know City Businesses Better through Business Surveying.
The purpose of the Business Retention and Expansion Program (BRE) is to maintain an up-to-date picture of the
local economy by obtaining data on the City as a business location. Further it will assess the relative strength of
the local economy (e.g. number of business expansions, new investments, etc.) as well as identify areas of interest
and concern that can improve the local business climate. These issues could include: workforce availability and
quality, regulatory issues, access to capital, environmental sustainability, industrial park development, and input
for general plan updates.

Data Collection and Analysis. Data collection and analysis is the secret sauce necessary to a business retention
and expansion program. Data about specific businesses in the City is available through two primary sources: new
information obtained via surveying key businesses and existing data potentially available through the City’s
business licensing program, the Chamber of Commerce, Downtown Association, or EVC.

Business retention surveys require confidential visits to business by volunteers for the purpose of completing a
survey and discovering what makes each business tick. Initially, these visits will be undertaken by the Economic
Development Manager and volunteers but will grow into a small group who are trained to give the survey. Prior
to any surveying, the targeted businesses must be identified and the survey created by staff. This process will be
aided by the BRE software and will be further directed by the identification of existing industry clusters and
opportunities. The goal is to obtain as much information as possible, as soon as possible, including a program to
complete 72 visits by the end of the budget cycle, approximately 4 per month following completion of the survey.
The BRE database is intended to be used to provide metrics about economic development efforts, dynamics of the
local economy, and the economic well-being of individual companies or clusters. This information will also offer
support for the development of marketing efforts and informational tools.

Identify Industry Clusters and Opportunities. Identification of existing Industry Clusters in the City is one part
of the process of determining the building blocks for business expansion. To identify existing industry clusters,
representatives from a wide cross-section of businesses, the environmental community, Cal Poly and Cuesta
College, and the City will be tapped for insights and expertise. Industry clusters are important because they are an
attribute that fosters expansion by existing or start-up businesses thereby creating jobs. Identification is,
therefore, an important part of the BRE process. On the one hand, industry cluster identification will help to
identify businesses that are the most important survey targets. On the other hand, discussion about what is
happening in the clusters and whether there are opportunities to encourage businesses should be part of the
continuing analysis. Due to this dual nature, on-going discussions will be undertaken with a cross-section of the
business, environmental, educational, and governmental community regarding industry clusters.

Information Outreach. The internet has developed as the preeminent tool for today’s communication. It is an
efficient, low cost way to provide information and to promote the efforts of the City to meet business needs.
Upgrades to the Economic Development webpage will continue to be identified with an eye to making it easier for
businesses to find information efficiently and effectively on the City website. It will also include efforts to market
our community as a place to do business through publication of analysis facilitated through BRE efforts.

Collaborative Economic Development Efforts with the Chamber of Commerce, Cal Poly, and Cuesta College.
Universities and Community Colleges have been identified as economic development engines. Past efforts to
collaborate with our local educational institutions have lacked focus. Recently, progress has been made toward a
higher level of cooperation. In conjunction with this foundational work, the Economic Development program will
work to develop a collaborative relationship with Cal Poly to identify ways to better utilize existing tools in
support of business start-ups, recruitment of graduating students, and academic programs that may promote job
growth. The Program will also work with Cuesta College to identify and coordinate with the College’s workforce
training and small business management training programs.
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Collaborative Economic Development Efforts on Environmental Issues. Promoting environmentally sustainable
jobs and identifying ways to make it easier for residents and businesses to adopt sustainable practices will involve
collaborative work with the environmental community. In addition, and in partnership with the Community
Development Department and the Finance & IT Department, potential economic development activities through
AB 811 financing for a variety of conservation upgrades will be explored.

Strategic Economic Development Initiatives Program. There are a variety of initiatives being undertaken by
other jurisdictions to help local businesses through these difficult economic times. The City is already doing
some of these things: Longer permit timelines are being allowed for projects where building permits have met
expiration dates; Fire sprinkler lateral installations have long received the benefit of a grant that defrays the cost
of a part of the installation; Community development and public works staff work closely with developers to
solve issues and move projects to completion; and the Economic Development program maintains an open door
to businesses in need of an ombudsman.

However, staff will return to Council in July 2009 with a plan for strategic economic development initiatives,
based on a budget allocation of $37,500 per year (over the next two fiscal years). These initiatives may include
modest incentives, an enhanced economic development web presence that facilitates help for local businesses,
cross training for the purposes of creating a better informed and skilled small business community or a completely
new initiative discovered as the collaborative efforts get underway with the college, business, and environmental
communities.

Business Retention and Expansion (BRE) — Data Collection and Analysis

1. Finance and IT Hires Analyst. 7/09
2. Develop BRE database using existing data from city and external sources. 9/09
3. Conduct 72 business surveys (4 per month beginning January 2010). Ongoing
4. Update BRE database with information from surveys and existing sources of information. Ongoing
5. Use BRE data to produce a quarterly newsletter on business retention and expansion efforts. 12/09
6. Use BRE data to produce metrics about inquiries to the City. Ongoing
7. Work with Finance Analyst to manage the BRE database, analyze the information, produce metrics, and Ongoing

disseminate information.
8. Continue to conduct 10 business visitations with Council per year. Ongoing

9. Continue to collaborate with Community Development on the Seismic Retrofit Program. Ongoing

Identify Industry Clusters and Opportunities

1. Begin a series of forums to identify industry clusters and opportunities for job growth drawing on 12/09
expertise from the business, environmental, educational and governmental communities.

2. Draft a working list of industry clusters and opportunities. 12/09

3. Present working list of industry clusters and opportunities to participants and foster opportunities for 3/10
continuing collaboration on the list and opportunities.
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Information Outreach

1. Identify changes that would make economic development information more accessible to users of the City 11/09

web pages.
2. Work on web upgrades as time and staffing constraints permit. Ongoing
3. Coordinate with available staff to periodically update the web pages with data to market City as place to Ongoing
do business.

4. Explore ideas and opportunities to support the business community during the economic downturn through | 12/09
strategic economic development initiatives program.

5. Continue to contract with HdL and economic forecasters for data pertinent to businesses. Ongoing

Collaborative Economic Development Efforts

1. Develop Strategic Economic Development Initiatives Program and recommend funding allocations to 8/09
Council.
2. Participate with the Chamber of Commerce coordinated committee for collaboration between business, Ongoing

government, and universities.

3. Foster collaborative activities with the environmental community (including ECOSLO, Sierra Club, and Ongoing
Land Conservancy) beginning with participation with the Chamber’s Sustainability Committee.

4. Collaborate with Community Development and Finance & IT Departments to explore opportunities for Ongoing
economic development action presented by AB 811.

5. Partner with tourism efforts to market the community as a place to do business. Ongoing

KEY ASSUMPTIONS

The overriding assumption is that endeavoring to foster environmental sustainability will be part of all of the
efforts undertaken in this work program.

In an effort to efficiently use existing information to jump-start the BRE program, it is assumed that information
available through the City’s business tax program will be used to help populate the BRE database initially and as
new businesses are established. This information is critical to rapid success in identifying all of our economic
assets and incorporating them into the business retention and expansion efforts.

It is also assumed that the Cal Poly and Cuesta are willing to collaborate on activities that foster job growth and
environmentally sustainable business in our community. Although collaborative work with Cal Poly has ebbed
and flowed over the years, recent work with the business community may lead to greater success in this effort.
Cuesta College continues to be a leader in workforce training and appears to be open to collaboration through the
Business Assistance Center staff.

Finally, it is assumed that the Economic Development Program will mature and grow as a result of this work
program and successful reorientation toward business retention and expansion and development of
environmentally sustainable businesses. This is likely to drive the need for an additional staff resource dedicated
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to Economic Development in subsequent years rather than only the 0.3 Analyst dedicated by Finance & IT and
the proposed funding of $37,500 annually for economic development initiatives.

RESPONSIBLE DEPARTMENT

The Administration Department will take the lead role for this work program via the Economic Development
Program.

FINANCIAL AND STAFF RESOURCES REQUIRED TO ACHIEVE THE GOAL

A modest budget allocation of $37,500 annually will be required to achieve this goal along with the proposed 0.3
allocation of the Finance & IT Administrative Analyst. As previously mentioned, staff will return to the Council
in July 2009 with strategic uses of these funds. In addition, a reprioritization of the Economic Development
Manager’s workload and additional staffing resources will be required.

Cost Summary
Operating Programs Capital Improvement Plan
2009-10 2010-11 2009-10 2010-11
Economic Development Initiatives 37,500 37,500
Total $37,500 $37,500 $0 $0

Funding Source: General Fund
GENERAL FUND REVENUE POTENTIAL

Potential general fund revenue is a by-product of this work program. One result of business success, the creation
of new jobs, is that there is more business activity in our City. This produces business tax as well as business to
business taxes. In the past, the City’s business retention efforts have been highly focused on development of
revenue generating businesses. These activities, while a good short term strategy, do not promote a healthy long
term economic health in the community. Businesses that create head of household jobs can be encouraged
through BRE efforts to expand in our City and thereby create more wide-spread economic health through the
multiplier effects of local high paying jobs. Quantifying these effects will not be as simple as tracking sales tax
and transient occupancy tax receipts but should be apparent over time in the overall success of our community’s
growth in environmentally sustainable businesses that offer head of household jobs.

OUTCOME—FINAL WORK PRODUCT

This work program will improve the City’s understanding of and ability to enhance the business climate in order
to encourage job creation and encourage environmentally sustainable businesses through deeper knowledge and
understanding of our business strengths. A major work product will be operation of the Business Retention and
Expansion (BRE) Program to gain new depth of understanding of our economy and provide the tools to be
proactive in providing a climate for job creation.
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OBJECTIVE

Adopt a balanced budget that retains the City's fiscal health, preserves essential services and implements long-
term productivity improvements and cost-reduction strategies.

DISCUSSION
Workscope Summary
As detailed below, the proposed workscope consists of thirteen key action steps:

Implement organization-wide savings recommended by community members and City employees.

Continue to closely review and monitor the City’s fiscal situation.

Implement budget balancing strategies adopted in the 2009-11 Financial Plan.

Resume “best practice reviews” that focus on one to two significant internal control areas annually that

typically cross department activities.

5. Review and update as appropriate key plans that guide key infrastructure maintenance efforts such as the
Pavement and Storm Water Management Plans.

6. Continue supporting pension reform.

7. Implement ongoing “benchmark” analysis of key financial and outcome measures with comparable
communities every two years.

8. Update the Property Management Manual, which will include a comprehensive review of our property
management policies and procedures, including property acquisition, sale and lease.

9. Continue evaluating contracting-out opportunities for cost reductions or service improvements.

10. Maximize grant funding opportunities, including “Stimulus Package.”

11. Review Memorandums of Agreements.

12. Continue succession planning efforts.

13. Continue to develop, review, modify and implement Human Resources policies in support of fiscal health.

el N =

Existing Situation

Another very tough budget season that would be even worse without Measure Y revenues. Just two years ago,
the City’s fiscal outlook was characterized as the best in many years. This was largely due to the passage of
Measure Y in November 2006, which established a general-purpose, “-cent City sales tax, combined with an
improved local economy, the absence of the threat of more State budget takeaways and stable labor costs.

Unfortunately, this is not the case today. Stated simply, the City is facing another very tough budget season.
While Measure Y revenues continue to be a bright spot — in fact, without them the City would be facing a dire
fiscal situation instead of “just” a very tough one — all of the other bright spots have darkened from two years ago.
There are several key actors in the City’s fiscal story. However, the most significant is the largest economic
downturn since the Great Depression. This results in declines or tepid growth in key revenues while costs —
without corrective action — continue to grow.

The five-year fiscal forecast (Forecast) presented to the Council in December 2008 projected a “budget gap” of
$10.4 million annually in 2009-11. Based largely on continued and steep downturns in transient occupancy tax
(TOT) revenues since then, this has grown to $11.3 million. This would be much worse without Measure Y
revenues: it would rise to almost $17 million annually.
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While the City is better positioned than many communities to deal with this, it is not immune to these powerful
economic forces. The City has seen — and will continue to see — adverse trends in our top three General Fund
revenues of sales, property and transient occupancy taxes. Lastly, while the City was spared large budget
reductions in the State budget process this year, there is no guarantee that this will continue to be the case: this
will continue to be a major threat to the City for the foreseeable future.

Short-Term Budget Actions So Far. In June 2008, in light of changing fiscal circumstances, the City began
implementing the actions set forth in the Fiscal Health Contingency Plan. Along with other short-term actions,
this included a hiring “chill.” Since that time, the City Manager has turned the “chill” into a hard “freeze”.

September Budget “Rebalancing” Actions. On September 30, 2008, the Council completed the short-term action
steps set forth in the Fiscal Health Contingency Plan when it took formal action to “re-balance” the budget by
closing a gap of $4.8 million in the current year. The most significant of these actions was to “freeze”
implementation of a new neighborhood patrol program and delete $2.4 million in capital improvement plan (CIP)
projects, including $925,000 for street paving. Largely because of these short-term actions, it is projected that the
City will begin 2009-11 with a balanced budget.

Longer-Term Budget-Balancing Strategies. These will be developed as part of the upcoming 2009-11 Financial
Plan, which will be very challenging — and would be much worse without Measure Y revenues. Stated simply,
without deep service cuts in other areas, the City will not be able to sustain the service and infrastructure
improvements that were initiated in the 2007-09 Financial Plan, let alone consider further service improvements.
It also means that the need to retain strong reserves in responding to the many uncertainties is imperative.

Key Budget-Balancing Principles. The following reflects the key principles that City staff will use in preparing
budget-balancing recommendations to the Council:

1. Meaningfully involve all employees in this process and communicate what’s happening.

2. Ensure service reductions are balanced and retain highest priority services.

3. Make reductions based on service priorities, not vacant positions. While attrition is a helpful tactic, it will not
be the driving strategy in reducing costs. On the other hand, one of the key purposes of the current “hiring
freeze” is to create flexibility in making reductions based on priorities while mitigating the need for lay-offs.

Budget-Balancing Strategy. The sidebar chart
summarizes the strategy for closing the $11.3 million
gap facing the City:

2009-11 Budget Balancing Strategy:
$11.3 Million Gap

O Other

e Use of reserve (annual average): $445,400 (4%) O Costof  Revenues O Rez;fve
e Expanded mutual aid reimbursements, Sale of 610 S“;rt‘;'gjs 2% ’

Monterey to the Parking Fund and other uses of 9%

property (Annual Average): $760,700 (7%) 0 Sale of 610
e Improved cost recovery: $1.2 million (10%) Monterey
o Employee concessions: $899,700 (8%) 3% = CP
e Operating program reductions: $3.2 million (28%) o M“F‘;?r:qs‘d Red:;zons
e Capital improvement plan (CIP) reductions: $4.8 3%

million (43%)
Expenditure Reductions: 79%

As reflected in this chart, expenditure reductions E’g”:gf‘;:‘g
account for about 80% of the budget-balancing 28% B Enployee
strategy. Concessions

8%
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Project Work Completed

The following summarizes key City programs already in place that are focused on preserving the City’s fiscal
health, improving productivity and containing costs.

Reserve. It has been the City’s longstanding policy to maintain an unreserved, undesignated General Fund
balance that is at least 20% of operating expenditures in order to mitigate the risk of:

1. Economic uncertainties, local disasters and other financial hardships or downturns in the local or national
economy.

2. Contingencies for unseen operating or capital needs.

3. Cash flow requirements.

Annual and Interim Financial Reporting. The City prepares its annual financial statements in accordance with
generally accepted accounting principles (GAAP) and strives to meet the stringent requirements of the GFOA’s
Award for Excellence in Financial Reporting. In accordance with Charter requirements, the City contracts for an
annual audit by a qualified independent certified public accountant and strives for an unqualified auditors’
opinion. In addition to annual audits of its financial statements, the City prepares and issues timely interim
reports on the City’s fiscal status to the Council and staff. This includes: on-line access to the City’s financial
management system by City staff; monthly reports to program managers; more formal quarterly reports to the
Council and Department Heads; mid-year budget reviews; and interim annual reports. It also includes focused
reports such as the Monthly Investment Report, Quarterly Sales Tax Report and Monthly Transient Occupancy
Tax (TOT) Report.

Multi-Year Budgets and Long-Term Financial Planning. The City has used a two-year budget since 1983.
Along with reducing the amount of time and resources allocated to preparing annual budgets, avoiding the “use
or lose it” budget mentality and establishing realistic timeframes for achieving objectives, this multi-year
approach reinforces the importance of long-range planning in managing the City's fiscal affairs. It short, it’s not
just about adopting a budget that makes sense for the coming year, but afterwards as well. The City also has a
longstanding practice of preparing long-term forecasts (five to ten years) in framing the budget challenges ahead
in preparing a balanced two-year budget.

User Fee Cost Recovery Policy. The City maintains clear polices on the role of user fees in funding City services,
which has become a national model for other local governments. Since setting fees is one the few areas where
elected officials are able to exercise discretion in funding City services, defining the role of user fees is more than
a just a cost accounting issue: it is a key policy decision. If services fees are not assessed legitimately, then
general purpose revenues are making-up the difference. The direct consequence of this is lower levels of service
(and in tough times, deeper cuts) in essential programs that have no significant user fee potential, such as police,
fire, streets maintenance, traffic congestion relief, creek & flood protection, natural resource preservation and
parks & recreation.

Low Debt Levels. The City has adopted and followed very conservative debt management policies. This has
resulted in very low debt levels compared with other cities (which was cited as a key factor by Standards &
Poor’s in its recent upgrade of the City’s credit rating).

Contracting-Out. The City has made extensive use of contracting with the private sector as a key productivity
strategy in delivering City services. This includes day-to-day services such as transit operations and maintenance,
janitorial service, landscape maintenance, building plan checks, parking meter and citation collections, police and
fire false alarm monitoring, copier and printer maintenance, radio maintenance and printing (unlike many cities,
we do not have an in-house print shop) as well as project design, management and construction. In fact, as
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detailed in the City’s 2006 “Benchmark Study,” contracting with the private sector, non-profit organizations and
other government agencies accounts for about 50% of total City expenditures.

Use of Technology. The City has been a local government leader in using technology to improve customer
service, productivity and community access to City information. Key examples include the geographic
information system (GIS) for improved management of the City’s infrastructure and better information for
planning decisions; cost-effective fiber optic based network, installed in partnership with Cal Poly; user-friendly
web site; on-line utility billing and recreation registration; computer aided design; computer aided dispatching and
public safety records management system; on-line, up-to-date access to financial information; and the recent
installation of a “voice over IP” telephone system that improves service while lowering operating costs.

Internal Service “Best Practice Reviews.” In 2001, the City began conducting focused reviews of internal
policies and procedures on an ongoing basis, with the goal of developing, communicating and implementing “best
practices” throughout the organization as part of a continuous effort in assuring internal accountability and
effective stewardship of City resources. Using interdepartmental teams with staff from Administration, Human
Resources, Finance and the operating departments as appropriate, the approach is to select two to four topics
annually, prepare work programs identifying specific tasks and due dates, and cover five key questions:

What is our policy in this area?

Does the policy make sense?

If so, how well is policy being implemented?

Based on internal reviews and surveys of other agencies, what revisions and “best practices” should we
implement?

5. How can we best implement them organization-wide?

el A =

To date, we have performed reviews of the City’s purchasing polices, time card and accounts payable approval
authorizations, cash handling procedures, employee computer purchase program, cell phones, credit card use and
travel policies. Due to other priorities, this program has been “on hold” for several years. Candidates for future
reviews include compliance with the Fair Labor Standards Act, parking meter collections, construction change
orders, fee collections, petty cash and bus fare collections.

Fully Funded Liabilities. The City has established policies and practices that assure that long-term liabilities like
pensions and retiree health care are actuarially funded rather than budgeting on a “pay-as-you-go” basis, which
understates the cost in the short-term and becomes very expensive in the long-term.

Benchmarking. One of the key productivity tools used by many private and public sector organizations is
“benchmarking” key practices with comparable, highly-regarded agencies. In 2006, at the urging of The Tribune,
the City conducted an extensive benchmarking analysis of key financial and performance indicators with
comparable cities. The results showed that in virtually all operations, the City compared favorably with the
benchmark cities; in several

cases, San Luis Obispo was the | §]( often does more, spends less than other cities, analysis shows

"best in class.” This is
especially notable, as the bar
was set high in selecting
benchmark cities that have
well-earned  reputations  for ooy
being exceptionally managed. e e RN 26

HOW SLO'S FINANCES COMPARE: EIGHT CALIFORNIA CITIES SERVE AS BENCHMARKS

i 5LO pays less per capita for . but the city earns the mast . and collects a lower ratio of .. while employing a mid-range
s Governmental services ... from sales taxes percapita...  revenues from fees ... number of staff per capita.
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Grant Management. The City
has an adopted grant management policy that:
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Sets forth the importance of grant programs in accomplishing City goals and objectives.
Establishes general concepts and framework for seeking and managing grant programs.
Identifies roles and responsibilities in managing grant programs.

Establishes criteria for evaluating the benefits and costs of grant programs.

Sets forth the City’s policy in complying with federal Single Audit Act requirements.

ko

General concepts in the policy include:

1. The aggressive pursuit of grant funding from federal, state and other sources, but only when they are in clear
alignment with identified City goals and objectives.

2. The focus on grant projects with one-time costs and avoidance of grants that might aggravate the City’s fiscal
position with ongoing commitments once the grant funding is no longer available.

3. Seeking grants only where sufficient staff resources are available to effectively administer the program in
compliance with grant requirements and successfully perform the grant workscope.

Under these guidelines, the City has been very successful in garnering grant funds to achieve City high-priority
goals. Recent examples where grant funds fully or partially funded key priorities include open space
preservation, transit system improvements, the widening of Orcutt Road and Santa Barbara Streets, Madonna
Road paving and dispatch center/radio system improvements.

Continued Support of Pension Reform. In March 2005, the Council adopted a resolution supporting pension
reforms developed in cooperation with the League of California Cities Task Force, CalPERS and public
employees unions, while expressing opposition to Assembly Constitutional Amendment 5 (ACA 5) and other
similar “quick fix” initiatives. Reform recommendations under consideration by the League at that time included
changes to pension benefit levels, improved management of rate volatility, and assurance that reforms are
actuarially sound.

CalPERS has since implemented rate stabilization policies that spread market gains and losses over 15 years.
This “smoothing” of investment gains and losses helps reduce rate fluctuation. For example, CalPERS achieved
double digit gains in each of the four years leading up to the 2007/2008 fiscal year. Through this smoothing of
investment returns, previous positive returns will lessen the impact that current investment losses will have on
employer contribution rates in 2009-11. The League of California Cities Task Force continues to analyze issues
and possible solutions. It has been aided by the work of an actuary engaged by the League, who is helping the
Task Force analyze short and long-term costs or surveys as they consider various scenarios.

Risk Management. In 2003, the Council adopted a resolution approving membership in the general liability program
of the California Joint Powers Insurance Authority (CJPIA). In 2004, the Council adopted a resolution approving
participation in the workers’ compensation program of the CJPIA.  Prior to 2003 and 2004, the City was a
member of the Central Coast Cities Self Insurance Fund (CCCSIF) for general liability and workers’ compensation.
CCCSIF was comprised of eleven Central Coast cities that did not share risk, but instead, joined together to share
administrative costs and to obtain excess workers’ compensation and liability coverage over a set amount per
claim occurrence that is “self-insured”.

Unlike the CCCSIF, where members do not share risk, membership in CIPIA means sharing risk with other member
agencies. However, the risk is shared among a large number of agencies, who have common goals of risk avoidance,
claims control and transfer of risk in order to eliminate or reduce exposure. By following proven practices of risk
management, member agencies assist each other in keeping claim costs down. By sharing risk, the cost to an agency
for a year with significant claims experience is somewhat mitigated and spread out over a four-year period. Each
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member’s cost of coverage is determined by its exposures and its actual loss experience. A premium deposit is made
at the beginning of the fiscal year and retrospective adjustments are made based on the claims following the close of
the coverage period. Retrospective adjustments are made over a four year period.

In addition to pooled risk, the City benefits greatly from the resources and expertise available through
membership in the CIJPIA. The Authority’s training program’s mission is to provide innovative risk management
solutions for public agency partners. The City participates in numerous CJPIA training sessions each year. In
addition, the CJPIA also periodically conducts a proactive risk management evaluation. The risk management
evaluation provides a personalized inventory of the issues each member faces and is designed to help members
identify potential liability, property and workers' compensation issues on an individual basis. Recommendations
assist members in taking risk control,
risk avoidance or risk transfer actions

Liability/Property and Workers Compensation Costs: Last 15 Years

to limit future losses. $2,500,000
. . $2,250,000
A_s shown in the_3|depar_ c_:hart, the $2,000,000
Clty_ _has seen its liability costs $1,750,000
stabilize and workers’ compensation $1.500.000
gonPth decrease since joining the $1.250,000
: $1,000,000
. - $750,000 -
Fiscal Policies: Human Resources $500,000 |
Management. Efficient and $250'000
effective management of the City’s '$O

human resources has long been a part
of the City’s fiscal policies. Human
Resources Management  policies Fiscal Year Ending

include guide“nes in managing @ Liability/Property B Workers Compensation ‘
overall staffing costs, including the
definition and use of temporary
staffing, independent contractors, and overtime. The policies include close examination of all requests for
additional regular positions including the evaluation of the necessity, term, and expected results, the costs, the
ability of private industry to provide the proposed service, and additional revenues or cost savings that may be
realized. Staff has drafted a policy on the Use of Volunteers within the City and has adopted more extensive
guidelines regarding the use of overtime, including a cost benefit analysis and encouraging other low cost
alternatives when feasible.

Compensation Philosophy. In 2007, the Council established a compensation philosophy under which the City is
committed to providing competitive compensation as part of an overall strategy of attracting and retaining highly
qualified employees who exemplify the City’s organizational values. The City's compensation philosophy is
based on both internal and external considerations, including internal relationships, the relative labor market,
fiscal health, and other relevant factors such as: unforeseen economic changes, natural disasters, states of
emergency, changes in City services, changes in regulatory or legal requirements, reliable local private sector
compensation data, and community acceptability.

The adopted philosophy established a consistent methodology for determining whether or not the City’s
compensation programs are competitive. In addition, the philosophy establishes a broad framework for the
Council, citizens, and employees, to guide and understand decisions affecting pay and benefit plans. The
philosophy retains maximum flexibility for elected decision-makers, taking such factors as fiscal health and
community acceptance into consideration.
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The philosophy also states that at least every five years, the City will evaluate its compensation structure,
programs, and policies to assess market competitiveness, effectiveness, and compliance with state laws.
Adjustments to the compensation structure may be made as a result of this periodic evaluation and will be done
through the collective bargaining process, if applicable, or other appropriate Council-management processes.

Other Human Resources Programs Supporting Fiscal Health and Productivity. Other programs in place
supporting this goal include:

1. Organizational values were developed by employees in the late 1990s. These organizational values, which
include stewardship, ethics and promoting public trust by using City resources wisely, are reinforced by many
human resources programs. For example, management employees receive feedback on how they demonstrate
the organizational values as they serve the citizens during their annual performance evaluations. Management
salary increases are based on an employee’s consistent demonstration of the organizational values as well as
achievement of established goals and objectives. A management employee’s goals and objectives are linked
to the City Manager’s goals and in turn, to goals set by Council and ultimately the community through the
financial planning process.

2. A fundamental principle of improving efficiency is to encourage life long learning. The City promotes
continual learning to all employees by offering low cost training through its employee university. The City
has also partnered with CJPIA, a legal consortium, Cuesta Community College, and the Professional
Association of City Employees (PACE) to provide low cost, convenient, and applicable training to City
employees. In addition, the City offers a tuition reimbursement program further encouraging employees to
pursue advanced degrees through accredited institutions or work related courses.

3. Council received a report and presentation on succession planning in October 2007. The presentation was
made by then Palo Alto City Manager Frank Benest, who emphasized the importance of succession planning,
in mitigating the “brain drain” that many other organizations face as baby boomers retire. San Luis Obispo
City demographics were presented indicating approximately one third of the City’s workforce would be of
retirement age or older in the next five years. Without a more formalized succession planning effort the City
would also be at risk of losing valuable institutional knowledge.

Succession planning is the ongoing process of identifying, assessing, and developing talent to ensure
employee continuity. Succession Planning efforts in 2008 were primarily focused on raising an awareness
regarding succession planning, gathering feedback on existing programs, and improving the quality of
professional development. The Succession Planning Steering Committee formed subcommittees in the areas
of communication, skills, retention and recruitment, and research and resources. A monthly Succession
Planning Newsletter keeps employees informed of the committees’ activities and progress. Accomplishments
include: conducting an employee survey that provided feedback on current programs and practices; reviewing
and updating the Tuition Reimbursement program; providing "development conversation™ training;
implementing NEOGOV, an on-line recruitment and application system; and partnering with Cuesta
Community College to provide customer service and management and supervision academies.

4. The Employee Suggestion Award Program is designed to encourage employees, or teams of employees, to
take an active and integral part in improving, through efficiency and effectiveness, City operations.
Employees, whose suggestions have been reviewed by the Suggestion Review Committee and approved by
the City Manager, are eligible to receive a cash award equal to ten percent of the first year’s estimated
savings.  Eligible suggestions must accomplish one or more of the following: a) saving of time, money,
labor, materials, or supplies; b) an improvement in the quality of a specific public service; ¢) an improvement
in methods and procedures which results in increased efficiency; and d) the elimination of unnecessary and
costly procedures which results in time, labor, or material savings.
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CONSTRAINTS AND LIMITATIONS
These include:

1. Uncertainty regarding the outcome of key factors that affect the City’s fiscal health such as the depth and
duration of the economic downturn (when will it bottom-out and how fast will it recover) and the ongoing
threat of added State takeaways.

2. Significant improvements in productivity usually result from fundamental changes in the way of doing
business. This typically involves implementing more robust enterprise systems; overhauling web portals and
using automated work flow systems and other information technology related upgrades. Significant financial
and staff resources would be required to do this, which are not available at this time. Accordingly, the extent
to which efficiencies will be realized is constrained by the systems available within existing resources.

3. The speed in which changes can be implemented is limited by the capacity of the organization to process and
accept them.

4. The City’s obligation to meet and confer with labor organizations regarding changes in wages, hours and
working conditions limit compensation.

STAKEHOLDERS
The stakeholders in this program are both internal to the organization and external:

1. Community members as a whole have a vested interest in the long-term fiscal health of the City and
preservation of critical resources.

2. Internal stakeholders include all City employees and labor organizations.

Administration, Human Resources and Finance & Information Technology will be active in the development and
oversight of policies and programs affecting this goal. However, every department will be involved in how the
work scope is implemented.

ACTION PLAN

1. Implement Organization-Wide Savings Recommended by Community Members and City Employees.
During the goal-setting process, a number of cost saving recommendations from community members were
received. Administration also received 700 cost saving ideas from employees as part of our internal budget-
balancing process. Many of these ideas, while not subject to quantification at this time, reflect good
stewardship and provide organization-wide cost saving opportunities. These include the following, which
will be implemented either by departments or on an organization-wide basis, wherever it makes sense to do
SO.
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Improve sharing of resources: vehicles, equipment and supplies.

Reduce energy consumption.

Increase use of scanning and “e-documents” via email and the web to reduce printing and postage costs.

Increase use of two-sided printing.

Evaluate all maintenance and operation contracts for cost saving opportunities.

Defer vehicle replacements.

Review all travel, training, memberships and subscription costs for reduction opportunities that will not

adversely affect productivity; and look for more cost-effective ways of providing training, such as

webinars and cooperative on-site training with other agencies.

o Lengthen technology replacement cycles where it will not adversely affect system reliability and
performance.

e Increase use of volunteers and interns.

o Review office supplies purchases for reduction opportunities, especially in light of technology changes.

Increase use of cooperative purchasing for lower prices due to economies of scale and reduced

administrative costs.

Continue to reduce use of purchased drinking water.

Continue encouraging cost saving ideas from employees; consider supplementing recognition programs.

Reduce overtime costs and use of temporary staffing.

Evaluate opportunities for joint-service partnerships, such as those already in place with Cal Poly for fire,

water, sewer and transit service; and the California Joint Powers Insurance Authority for general liability,

property and workers’ compensation coverage.

2. Continue to Closely Review and Monitor the City’s Fiscal Situation.  The City will continue to issue
audited annual financial statements on a timely basis prepared in accordance with GAAP, strive for
unqualified audit; and meet GFOA standards; and continue to issue timely and meaningful interim reports on
the its fiscal situation. The City’s annual financial statements currently provide ten-year operating cost
trends by function; this will be expanded to include ten-year trends by type, with a focus on staffing cost
trends for salaries and benefits.

3. Implement Budget Balancing Strategies Adopted in the 2009-11 Financial Plan. It is likely that the
Council will adopt a number of budget balancing actions as part of the 2009-11 Financial Plan. These are
likely to include operating budget reductions (including staffing decreases that may result in lay-offs and
changes in operations), CIP reductions, selected new revenues and compensation adjustments. Staff will take
the follow-up actions needed to implement these, including meeting and conferring with labor associations
where applicable; and closely monitoring progress to ensure the achievement of intended results.

4. Resume “Best Practice Reviews.” Staff will complete one to two significant internal control areas annually
using in-house teams. As noted above, candidates for 2009-11 include compliance with the Fair Labor
Standards Act, parking meter collections, construction change orders, fee collections, petty cash and bus fare
collections.

5. Review and Update Key Infrastructure Plans. These guide key infrastructure maintenance efforts by setting
service delivery policies, standards and practices; and recommending resource allocation levels. Accordingly,
periodic review is essential in ensuring that these are achieving intended results. For example, the current
Pavement Management Plan was adopted in 1998. After ten years of operation, a comprehensive review of
this plan is warranted. There may be other plans that should also be reviewed in 2009-11.

6. Continue Supporting Pension Reform. This continues to be an issue for the League and part of the City’s
legislative work program.
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7. Implement Ongoing “Benchmark” Analysis. Using the framework set forth in the 2006 analysis, staff
recommends “benchmarking” key City financial and outcome measures with comparable communities every
two years.

8. Update the Property Management Manual. The City’s Property Management Manual was adopted in 1986
and has only received limited review and update since then. With the recent adoption of Charter amendments
regarding the disposal of surplus real and personal property, staff recommends a comprehensive review of the
property management policies and procedures, including property acquisition, sale and lease.

9. Continue Evaluating Contracting-Out Opportunities. As noted above, the City already makes extensive use
of contracting-out in delivering services to the community. However, staff will continue to evaluate both
during the budget process and throughout the year, added opportunities for cost savings through contracts
with the private sector, not-for-profit organizations and other government. This includes considering even
greater use of existing contracts, such as janitorial and landscape maintenance, as well as considering new
service areas, such as golf course operations and maintenance.

10. Maximize Grant Funding Opportunities, Including “Stimulus Package.” Staff will continue to look for
grant funding opportunities that are in clear alignment with City priorities. This includes aggressively
pursuing “Stimulus Package” funding opportunities.

11. Review Memorandum of Agreements. The City has five represented employee groups. Terms and
conditions of employment are negotiated with each group and formalized in a memorandum of agreement
(MOA). A student in the Public Policy graduate program at Cal Poly will assist human resources staff in
conducting an in-depth review of each memorandum of agreement, comparing and contrasting MOA articles
to external benchmarks and recommending potential improvements. Although any changes to MOA'’s are
subject to negotiations with employee groups, the analysis will be strategic in nature and examine longer term
possibilities for change.

12. Continue Succession Planning Efforts. Succession planning efforts will continue through human resources
staff and the Succession Planning Steering Committee. Further work in the areas of core competency
identification, performance management, knowledge transfer, professional development and identification of
a learning management system is envisioned. Competencies are a combination of the knowledge, skills,
abilities, and attitudes necessary in order to be successful in a job. The focus moves from identifying tasks
and evaluating whether those tasks are completed, to placing value on how work is performed; thus
encouraging efficiency, minimizing redundancy, and maximizing quality and service. However, much of
what public servants do is based on decisions made and input received by previous Councils, advisory bodies
and citizen group. Therefore, a continued focus on knowledge transfer is essential. A more formal process of
identifying institutional knowledge and the best way to “relay” it to future employees is needed. Staff will
continue efforts in the area of professional development including leadership skills. A learning management
system will reduce the amount of administrative support required to announce training sessions, track
attendees, gather feedback and register employees for sessions. In addition, it will reduce the amount of time
individual departments spend ensuring employees have met regulatory requirements through training and
allow the City to search for employees with specific skills to assist on projects.

13. Continue to Develop, Review. Modify and Implement Human Resources Policies in Support of Fiscal
Health. The most efficient, highest-performing organizations achieve alignment between their strategic
objectives and the culture of their organization. Human Resources programs and systems such as recruitment
and retention, classification and compensation, training and development, performance management and
recognition shape the culture and impact performance. Given the organizational challenges ahead of us,
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review of these programs to ensure they are intentionally supporting and reinforcing desired behaviors and
outcomes is timely.

The following summarize key tasks and due dates.

1. Implement organization-wide savings recommended by community members and City employees. Ongoing
2. Continue to closely review and monitor the City’s fiscal situation. Ongoing
3. Implement budget balancing strategies adopted in the 2009-11 Financial Plan. Ongoing
4. Review and update as appropriate key infrastructure maintenance plans.
a. Present Pavement Management Plan update to Council. 10/09
b. Review other plans for update as appropriate and present the results to the Council. 6/11
5. Resume “best practice reviews” that focus on one to two significant internal control areas annually that Ongoing
typically cross department activities.
6. Continue supporting pension reform. Ongoing
7. Implement ongoing “benchmark™ analysis of key financial and outcome measures with comparable 11/10
communities every two years.
8. Update the Property Management Manual: comprehensive review of our property management policies 12/09
and procedures, including property acquisition, sale and lease.
9. Continue evaluating contracting-out opportunities for cost reductions or service improvements. Ongoing
10. Maximize grant funding opportunities, including “Stimulus Package.” Ongoing
11. Review Memorandums of Agreements. Ongoing
12. Continue succession planning efforts. Ongoing
13. Continue to develop, review, modify and implement Human Resources policies in support of fiscal Ongoing
health.

KEY ASSUMPTIONS

1. Budget and fiscal policies and plans that have served the City well in the past will remain in place and
continue to be effectively implemented.

2. This work program cannot address in its entirety the unprecedented economic uncertainty the world is facing
today. However, it does consider the need to be even more prudent, efficient and to retain flexibility in
responding to changes circumstances.

3. Information technology infrastructure investments will be made to support efficiencies through the effective
use of current and future technology opportunities.

4. The City will work constructively and collaboratively with employee associations, adhering to its obligation
to meet and confer on matters affecting wages, hours and working conditions.

5. Any significant organizational change is difficult and recommended improvements in productivity as well as

other cost reduction strategies will need to be managed using fundamental organizational change principles,
including: meaningfully engaging employees in developing solutions to create as much buy-in as possible and
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surface a broad range of ideas; communicating extensively and frequently the need for change; listening and
acting upon input from employees; celebrating successes; and broadly sharing “lessons learned.”

6. Implementing recommendations identified in organizational reviews may be subject to meet and confer with
represented employee groups.

RESPONSIBLE DEPARTMENT

The Finance & Information Technology will take the lead role for this work program with significant support
from Human Resources and Administration.

FINANCIAL AND STAFF RESOURCES REQUIRED TO ACHIEVE THE GOAL

The work program for this goal will be accomplished using existing staff resources, including the filling the
frozen Administrative Analyst position in the Finance & Information Technology Department.

GENERAL FUND REVENUE POTENTIAL

There is no direct potential for added General Fund revenues with this work program. However, successful
implementation will improve the City’s ability to deliver critical services to the community.

OUTCOME—FINAL WORK PRODUCT
Development and implementation of ongoing programs, plans and policies for preserving critical services,

implementing long-term productivity improvements and cost-reduction strategies, will help maintain the City’s
long-term fiscal health.
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OBJECTIVE

Initiate a focused revision to the Land Use and Circulation Elements.
DISCUSSION

Workscope Summary

As part of the 2007-2009 Financial Plan work program, the Council reviewed options for updating the Land Use
and Circulation Elements, ranging from comprehensive updates to more focused updates. These options included:
(@) $1,400,000 for comprehensive updates to both Elements; (b) approximately $850,000 to perform a more
“surgical” update to the Land Use and Circulation Elements; (c) approximately $200,000 to update the circulation
model currently under development; and (d) not consider amendments to the General Plan Elements until the
2011-2013 Financial Plan.

While the Council supported the more surgical option “c” above, even this option appears expensive given the
fiscal challenges this City is now facing. As part of its goal-setting, Council identified this project as an “other
important goal”, therefore the proposed work program for this goal is directed more toward making progress on
updating these policy documents, but in smaller (yet meaningful) phases.

The proposed work scope for Phase | would include the following key elements:

Upgrade the traffic model to enable forecasting of circulation impacts.

Evaluate the effectiveness of existing policies and programs of the Circulation and Land Use Elements.

Scope the extent of revisions required to address outdated sections of the Land Use and Circulation Elements.
Evaluate Sphere of Influence areas and develop work programs if necessary for these areas.

Identify new policies and programs that may be warranted to address changing community needs or
legislation.

aogrwbdPE

Phase 2, anticipated for 2011-2013 would include initiating the actual updates of both the Land Use and
Circulation Elements

Existing Situation

The Land Use and Circulation Elements of the City’s General Plan have not been significantly updated since their
adoption in 1994, though the Land Use Element has been amended several times annually. Update of the
elements has been identified as an “other important goal” in the upcoming 2009-2011 Financial Plan.

Project Work Completed

The Council funded an upgrade to the existing traffic model in the 2007-09 Financial Plan. This conversion of
the model to a multimodal based model has begun and the first phase (converting the base year scenario) is

expected to be complete in July 2009. Additional work to complete the future land use forecasts is still necessary
to complete the full traffic model upgrade.

WORK PROGRAM CONSTRAINTS AND LIMITATIONS
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As noted in earlier staff reports, updates to the Land Use and Circulation Elements, focused or otherwise, will be
difficult without adequate funding and staffing. This project comprises Phase 1 of the update and involves many
labor-intensive update tasks. Phase 2 will follow in the next two-year budget, and entail preparation of revised
draft Land Use and Circulation Elements and taking these through the public hearing process. A key prerequisite
of Phase 1 will be working on the traffic model, currently under development, to transform it to one capable of
forecasting circulation impacts. This will be especially critical as different land use and circulation patterns and
assumptions are evaluated. Completion of the upgrade to the traffic model can be completed by a consultant or, if
staff is supplemented by contract staff to conduct normal workload activities, the model can be upgraded by
existing staff. However, either option will cost from $125,000 to $200,000 over the next two years of the
Financial Plan.

Significant resident and business community involvement is anticipated. This will require a substantial amount of
public outreach to ensure an accessible, equitable process that encourages input from a wide spectrum of
stakeholders. In addition, current City efforts to implement new State law regarding environmental sustainability,
such as SB 375 and associated “sustainable communities’ strategies”, AB 32, CEQA changes, and direction from
the Air Resources Board, may limit our ability to treat the project as focused revisions to existing programs and
require a more comprehensive look at land use and circulation policies and programs developed in the context of
statewide and regional directives. If, as part of staff evaluation of any proposed revisions, it is clear that an
Environmental Impact Report (EIR) will be required, staff will return to Council at that time to present options for
preparing an EIR or for postponing action until such time as a more comprehensive approach to updating the
Land Use and Circulation Elements is feasible.

STAKEHOLDERS

Stakeholders include City residents, business and property owners, Chamber of Commerce, Downtown
Association, Residents for Quality Neighborhoods, Cal Poly, Cuesta College, SLO Property Owners’ Association,
SLO Green Build, Air Pollution Control District, Regional Water Quality Board, California State Department of
Fish and Game, neighborhood groups such as Laguna Neighbors, Margarita Area residents, Monterey Heights
Neighborhood, Neighbors north of Foothill, Old Town Neighborhood Association, Prefumo Canyon Road
Neighborhood, San Luis Drive Neighborhood Association, and Stoneridge Drive Neighborhood, Sierra Club,
Caltrans, County of San Luis Obispo, LAFCO, ECOSLO, San Luis Obispo County Bicycle Coalition, Airport
Land Use Commission, Advisory Bodies, San Luis Obispo Coastal Unified School District, Union Pacific
Railroad, public utilities, and the SLO Council of Governments.

ACTION PLAN

The timing associated with these tasks assumes some level of contract or intern assistance to backfill regular
staff’s current workload.

1. Recruit temporary or contract staff or consultant assistance for traffic model development. 7/09
2. Develop traffic forecast model. 6/10
3. Evaluate effectiveness of existing Land Use and Circulation Element policies and programs and 12/10

identify where changes should be considered.

4. Public outreach and input (throughout process). Ongoing

5. Identify and develop of strategic revisions to the Land Use Element and Circulation Element where 6/11
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sections have been superseded.

6. Produce work program for Sphere of Influence areas and identify new programs that may be 6/11
warranted to address changing legislation.

7. Conduct traffic model assessments of various land use modifications for future year forecasts and 6/11
strategic revisions to the Land Use and Circulation Elements.

KEY ASSUMPTIONS

Work to complete the traffic model update and strategic review of the Circulation Element can be accomplished
using existing staff if temporary or contract staff can be used to backfill some of their current workload. Of the
two alternatives (temporary staffing assistance versus consultant help), the option of using temporary staff to
backfill current staff workload is the least expensive option and impact to the General Fund.

It is assumed that adequate staffing and resources will be available to do the work associated with the Land Use
Element. Community Development staff will be available to provide support to the program once the Housing
Element, Orcutt Area Specific Plan, and Broad Street Corridor Plan efforts are complete and depending on other
Council priorities. Major update efforts for policy and program changes to both Land Use and Circulation
Elements will occur outside of the 2009-11 Financial Plan timeframe; however, minor revisions will occur during
the 2009-11 Financial Plan. However, if the environmental review associated with the minor revisions triggers
the need for an Environmental Impact Report, the cost of preparing it would argue against trying to do isolated
revisions and would instead, due to economies of scale, be more appropriate when paired with a full update to
both Circulation and Land Use Elements.

RESPONSIBLE DEPARTMENT

Community Development and Public Works will be the lead departments. However, support from, and
collaboration with, other departments will be essential.

FINANCIAL AND STAFF RESOURCES REQUIRED TO ACHIEVE THE GOAL

Even though the proposed strategy attempts to be very conservative, it will take some staff time and assistance
from contract staff or consultants to achieve this goal. Staff resources from Community Development and Public
Works Departments will be required for the life of this project. If the project is funded to enable contract staff to
perform existing assignments thus liberating existing staff to develop the forecast traffic model, the cost to
develop the model will be much less (approximately $145,000 instead of $200,000). Aside from the traffic model
enhancement, it is anticipated that approximately ¥ FTE will be required (split between Public Works and
Community Development departments) to make progress on the tasks listed that are not related to the traffic
model.

Cost Summary
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Operating Programs Capital Improvement Plan
2009-10 2010-11 2009-10 2010-11
Traffic Model Update 72,500 72,500
Newspaper ads, meeting facilitation, temporary staff 20,000 20,000
Total $20,000 $20,000 $72,500 $72,500

Funding Sources

Operating Programs Capital Improvement Plan
2009-10 2010-11 2009-10 2010-11
Transportation Impact Fee 72,500 72,500
General Fund 20,000 20,000
Total $20,000 $20,000 $72,500 $72,500

The costs listed in 2009-10 and 2010-11 are for contract assistance to backfill regular staff in order to develop the
forecast traffic model and to conduct the existing programs evaluation. In addition, outreach efforts will require
increased costs related to large newspaper ads, mailers, and meeting facilitation for community preference
responses. Upgrading the traffic model is an eligible expense of the Transportation Impact Fee program. It is
proposed that the final completion of the traffic model work charged to the TIF fund be done on a 35%/65% basis
with the General Fund because that is the ratio (35% for new trips) used in the TIF program to have new
development fund the projects associated with their growth.

There will most likely be out-year costs in 2011-13 to continue with policy and program updates to the two
General Plan elements. Whether the update can remain focused will rest largely on whether potential significant
environmental impacts are identified with proposed changes. In the event an Environmental Impact Report (EIR)
is triggered, staff recommends pursuing a full update of the Land Use and Circulation Elements. The costs
associated with an EIR are substantial and will not vary much between a project that proposes minimal changes
and one that involves substantive ones.

GENERAL FUND REVENUE POTENTIAL

It is unlikely that there will be any General Fund revenue enhancements as a result of achieving this goal. It may
be possible that Proposition 46 funds will become available during the latter part of the financial plan period to
assist with funding for a general plan update. If those funds do become available, staff will return to Council to
amend the scope of work.

OUTCOME—FINAL WORK PRODUCT

The final work products will be:

1. A traffic model that is capable of forecasting multi-modal scenarios and non-vehicular trip project benefits.

2. A report that evaluates the effectiveness of current policies and programs in the Circulation and Land Use

Elements and identifies new programs that may be required to address legislative changes.
3. Minor “clean up” amendments to the Land Use and Circulation Elements.
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OBJECTIVE

Continue efforts to acquire, preserve, and protect open space, and develop a master plan for City-owned
agricultural land at Calle Joaquin.

DISCUSSION

Measure Y Relationship: This major City goal for open space acquisition and preservation directly supports a
top priority for the use of Measure Y funds.

American Recovery and Reinvestment Act Relationship: The Natural Resources Program has identified
approximately $965,000 in ARRA funds that could be applied to three recreational and environmental
enhancement projects.

Workscope Summary
The proposed scope of work includes elements in two distinct areas:

1. Continued Open Space Acquisition, Preservation, and Protection. The scope of work for open space
acquisition, preservation, and protection will include:

a. Acquisition of additional open space from outright fee title purchase, dedications of easement or fee
interest through development approvals, and the donation of easements or land to the City.

b. Preservation and protection efforts on City-owned open space lands and along the City’s waterways,
guided by the City’s existing planning documents and regulations, regular duties of the Natural Resources
Manager, City Biologist, and Rangers, coordinated volunteer efforts, and requirements of various mitigation
projects.

c. Review of the “Conservation Guidelines for Open Space Lands of the City of San Luis Obispo” (adopted
by the City Council in 2002) for consistency with the Conservation and Open Space Element of the General
Plan since the latter was revised in 2006.

2. Develop a Master Plan for City Owned Agricultural Land. The scope of work for the Master Plan entails
coordination with owners of lands in the Calle Joaquin area not presently owned by the City (but anticipated to
be by the City’s General Plan) but planned to remain in permanent agriculture or open space.

Background

The City’s open space acquisition program has consistently enjoyed strong support in the community and from
Council. While the program has had both “healthy” and “lean” years, open space preservation has always ranked
among the community’s highest priorities. This was evidenced during the Measure Y campaign and the
community’s consistent acknowledgement that the preservation of local open space is a top priority.

As the program has grown, it has taken on a larger scope. In addition to leveraging open space acquisition funds
and development conditions into proper improvements within or upon open space lands, the Program is also
responsible for natural resource management for City-owned open space lands. This was evidenced in 2000 with
the addition of the City Biologist to the Program. Also in that year the City’s mitigation programs, which up to
that time were handled by individual departments, were consolidated into the Natural Resources Protection
Program.
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In 2002, the Council adopted a set of uniform planning rules for City-owned open space lands, contained within
the document Conservation Guidelines for Open Space Lands of the City of San Luis Obispo. Since that time, the
Council has formally adopted five Conservation Plans, which spell out a series of actions for the proper
recreational development, use, and habitat protection of those open space lands.

Since its inception in 1996 the Natural Resources Protection Program has expended a total of $3,196,400 in
General Fund monies on acquisition of open space lands. These funds have been matched by a total of
$6,557,100 in other City funds and outside funding support. An additional $2,358,000 in value has been obtained
through donation of land or discounted sales of land. Finally, the City Water Reuse Program and other grants
have contributed $1,675,000 for mitigation and other environmental restoration projects, including several
important fish passage projects on San Luis Obispo Creek and Coon Creek near Montana de Oro State Park. The
Natural Resources has thus obtained a total value of $13,786,500 in land and environmental enhancements since
1996.

Existing Situation

1. Continued Open Space Acquisition, Preservation, and Protection. Currently, the City holds fee title to
approximately 3,000 acres of land classified as “open space” and an additional 3,150 acres of land held under
easement classified as “agricultural” or “open space.” These lands (with one exception) all lie within three
miles of the City limits, and form portions of a permanent greenbelt boundary around the community. The
fundamental purpose of the City’s open space program is to secure as much as possible of this perimeter with a
long-term goal of creating a permanent edge to the City’s urban area.

As the City’s inventory of open space lands has increased, so too have its maintenance obligations for trails,
fences, and habitat areas. At the present time, the City’s Natural Resources staff (Natural Resources Manager
and City Biologist) and Ranger staff (Senior Ranger and several part-time Rangers) have primary
responsibility for this maintenance. Currently City residents and visitors enjoy the use of 10 open space lands
ranging in size from about 30 acres to over 700 acres. These lands are open to the public for passive recreation
(hiking and bicycling being the primary uses), and they contain a total of approximately 20 miles of
recreational trails.

Two to four new acquisitions by the program are anticipated for 2009-11, focusing primarily on completion of
the Froom Ranch acquisition and on collaboration with the Land Conservancy of San Luis Obispo County on
at least one conservation transaction benefiting both the City and Camp San Luis Obispo through use of Army
Compatible Use Buffer (ACUB) program funds. The continued development of passive recreational uses
consistent with natural resource protection on City-owned open space lands will also occur. The Johnson
Ranch Open Space, South Hills Natural Reserve, Stenner Springs Natural Reserve, and the Bob Jones Bike
Trail corridor will be the focus of such efforts over the next two years.

To accomplish the primary objective of this goal, the Natural Resources Program will need:

a. Funding for preservation of additional open space lands and easements. At present it is anticipated
that the Froom Ranch option agreement will be successfully exercised by June 30, 2010. This open space
acquisition project is anticipated to require $205,000 of new City funds (plus $55,000 carried over from
2007-2009, and $40,000 represented by the option payment), matched by $400,000 of State and other
outside funding. The second acquisition planned is an easement in the area between the City of San Luis
Obispo and Camp San Luis Obispo, where City monies can be used to match Federal monies appropriated
to Camp San Luis Obispo to preserve undeveloped lands adjacent to the Camp. This program, known as
the Army Compatible Use Buffer or ACUB Program, will provide $350,000 in 2009, with a match of
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$116,666 of City funds needed. Currently the City of San Luis Obispo and the Land Conservancy of San
Luis Obispo County are actively pursuing three potential transactions that could utilize these funds.

b. To continue to work with developers to include dedication of lands or easement interests to the City
in upon the granting of development entitlements. At the present time there are at least five
development projects with significant conservation opportunities in various stages of consideration by the
City of San Luis Obispo. These are with total land area as follows:

(1) Chevron Tank Farm; 332 acres;
(2) Orcutt Area; 230 acres;

(3) County property near General Hospital and the Filipponi/Twisselman property to the east; 120
acres;

(4) Filipponi/Denbow property at the end of Calle Joaquin; 200 acres; and
(5) Gap property on Los Osos Valley Road; 31 acres.

Between them, these five projects have the potential to add approximately 645 acres to the City’s
greenbelt. Acquisition of this open space, however, is contingent upon these projects being entitled
and developed.

c. To continue to encourage the outright donation of land or easement interest. The Natural Resources
Manager maintains strong relations with potential donors of open space and has one such project in the
South Hills area of 37 acres identified as a possible donation in 2009-11.

d. To continue with maintenance, enhancement, and recreational trails development efforts, and to
continue in a leadership role for the Waterway Management Program and Stormwater Management
Program. Out of pocket expenses for passive recreational development—chiefly trails—is small, but is
driven by the need to have environmentally appropriate and safe crossings of small streams and swales.
Thus the primary cost is for building materials. The Natural Resources Program and City Rangers have
become very adept at recycling materials for trail use or for use in enhancement projects such as planting
programs, retaining walls, erosion control, etc. A small CIP from the 2007-2009 Financial Plan will be
carried over to provide funds necessary for such materials. Funding from Zone 9 is available to support
management activities affecting the City’s waterways, which includes general supervision of vegetation
management efforts by contractors such as the California Conservation Corps and others. Several major
mitigation projects involve commitments of Natural Resources staff time and provide funding support;
these include the Tank Farm Force Main project, the Los Osos Valley Road interchange project, and
continued monitoring of completed projects such as the Damon-Garcia Sports Fields and Calle Joaquin
road realignment. Natural Resources staff will also play a facilitator role in getting the new Stormwater
Management Program running smoothly.

2. Develop a Master Plan for City Owned Agricultural Land. The City owns 13 acres of open space lands
zoned for agricultural purposes adjacent to Calle Joaquin. Two other properties totaling 80 acres adjacent to
the City property have also been designated for agricultural purposes in the City’s General Plan. The primary
objective of developing a Master Plan for this specific area’s agricultural lands is to create a program that can
encompass all three of the properties (93 acres) while accommodating different timelines and possible different
land tenure for the three parcels. The Master plan will follow the City’s Conservation Plan format and
procedures, which include public workshops and a series of hearings before the Planning Commission, Park
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and Recreation Commission, and City Council prior to formal adoption of a plan. Following research on this
topic a series of public input meetings will be held, then a Plan will drafted, followed by the review and
consideration of the proposed Plan by various advisory bodies prior to presentation to Council. Staff believes
that a series of meetings promoted to a wide variety of stakeholders will provide sufficient opportunities for
public input and that a task force is not necessary. A likely outcome of this effort will be a plan for one or
more agricultural facilities such as a community garden, research area and demonstration farm, as well as
expansion of the Prefumo Creek riparian corridor. Extension of a bicycle/pedestrian trail between Calle
Joaquin and Madonna Road will also be included as called for in City documents.

To accomplish this goal, the Natural Resources Program will work with local interest groups, the adjacent
landowners, and other interested parties to develop the Plan. Staff anticipates that the development of the draft
plan will get underway this fall after initial research is conducted. The Plan is expected to require
approximately one year to complete to allow for sufficient public input and research. Funding for the planning
effort will be included in the Natural Resources operating budget. However, depending upon what plan
elements are ultimately selected, implementation could entail significant new costs.

Summary of Funding Sources
Staff will aggressively seek grant funding for continued open space acquisition. Opportunities for federal funding

through various economic stimulus programs will be constantly monitored and if appropriate to accomplish this
goal they will be applied for. The present funding sources are as follows:

Froom Ranch $300,000 State of California and Private $700,000
Donations
$400,000
ACUB Eligible $116,666 Federal ACUB $416,666
Acquisition $350,000
Total $416,666 $750,000 $1,116,666

CONSTRAINTS AND LIMITATIONS

Constraints for open space acquisition and preservation include obtaining the necessary matching grant funding
during the time period in which option agreements are valid or during the prescribed timeframes for the ACUB
program. The Master Plan effort could be constrained by property owners not wanting to participate, and by the
need to balance diverse and potentially divergent public input.

STAKEHOLDERS

Stakeholders include the citizens of San Luis Obispo, property owners, the tourism industry, interested
agricultural parties and environmental organizations (e.g. ECOSLO, Sierra Club, etc), and Cal Poly.
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ACTION PLAN

Continued Open Space Acquisition, Preservation, and Protection

1. Secure grant funding for the acquisition of Froom Ranch and take ownership. 6/10

2. Participate in planning efforts that at a minimum include: (a) the Chevron Tank Farm; (b) the Orcutt Ongoing
Area; (c) County property near General Hospital and the Filipponi/Twisselman property to the east;
(d) the Filipponi/Denbow property at the end of Calle Joaquin; and (e) the Gap property on Los
Osos Valley Road.

3. Continue implementation of elements of City adopted Conservation Plans for: Johnson Ranch; Ongoing
South Hills; Stenner Springs; and the Bob Jones Trail.

4. Continue efforts to improve informational signage, trail signage, trail conditions, and environmental Ongoing
restoration programs.

5. Continue to participate and oversee City-sponsored or —directed mitigation projects, including the Ongoing
Los Osos Valley Road interchange, Bob Jones Trail environmental enhancements, and various
private mitigation and enhancement projects throughout the city.

6. Review open space “Conservation Guidelines” for consistency with Conservation and Open Space 12/09
Element of the General Plan and recommend changes if appropriate.

7. Continue leadership role in management of the City’s natural waterways through Zone 9 projects, Ongoing
and provide administrative oversight to the Stormwater Management Program.

Develop a Master Plan for City-Owned Agricultural Land

1. Present a Project Plan for Council Review and consideration including recommended task force 8/09
structure.

2. Conduct and complete research on various public and quasi-public farming models (e.g., Fairview 10/09
Gardens).

3. ldentify interested parties and groups. Hold a series of public input workshops to identify various 11/09
ideas for the use of City-owned agricultural lands. Develop an email group of participants and
provide electronic information updates to this group.

4. Develop a project plan from initial public input that will outline the remainder of the process. Hold 3/10
a study session with Council to discuss project plan and public participation.

5. Complete public workshops on master plan for City-owned agricultural lands. Use public input as 6/10
the basis for drafting the master plan for the use of City-owned agricultural lands.

6. Draft a master plan for the use of City-owned agricultural lands. 9/10

7. Present draft master plan to: Stakeholders, Parks and Recreation Commission, and Planning 11/10
Commission.

8. Adoption of Master Plan by Council. 12/10

B-70




POLICIES AND OBJECTIVES

OTHER IMPORTANT OBJECTIVES - OPEN SPACE PRESERVATION

KEY ASSUMPTIONS
Key assumptions for the Open Space and Agricultural Land Work Program are continued:
1. Staffing at the current level.

2. Availability of outside crews such as the California Conservation Corps to undertake much of the waterway
vegetation management effort these efforts need to be described above.

3. Interest and availability of volunteer groups to assist in trail construction and other open space enhancement
activities.

RESPONSIBLE DEPARTMENT

Administration will be responsible for the implementation of these programs. Natural Resources Manager, Neil
Havlik, will be lead staff person involved in the project supported by the City Biologist.

FINANCIAL AND STAFF RESOURCES REQUIRED TO ACHIEVE THE GOAL

By approving the recommended City budget allocation to the Greenbelt Acquisition CIP, the financial resources
deemed necessary and available from the City will be in place to successfully complete the two anticipated
transactions. Staff time will be devoted to raising needed additional funding at the State level, and to a private
fundraising effort. In addition, the current level of expenditure for contractors and consultants for the Natural
Resources Program will be sufficient to cover costs of preparation of the Calle Joaquin site Master Plan.

Cost Summary

Operating Programs || Capital Improvement Plan
2009-10 2010-11 || 2009-10 2010-11
Greenbelt Acquisition [ 1,072,500
Total $0 $0 || $1,072,500 $0
Funding Sources
Operating Programs Capital Improvement Plan
2009-10 2010-11 2009-10 2010-11
General Fund 322,500
Army Compatible Use Buffer (ACUB) Program 350,000
Wildlife Conservation Board 400,000
Total $0 $0 $1,072,500 $0

GENERAL FUND REVENUE POTENTIAL

It is unlikely that there will be any significant General Fund revenue enhancements as a result of achieving this
goal.
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OUTCOME—FINAL WORK PRODUCT

1. The expected work final work products from the implementation of this goal include: Fee ownership of the

Froom Ranch Open Space resulting in the addition of 310 acres of open space lands at Irish Hills Natural
Reserve.

2. A new conservation easement (held either by the City or by the Land Conservancy) on agricultural land near
Camp San Luis Obispo.

3. Measurable increases in trail lengths usable to the public, and measurable improvements in conditions on the

City’s waterways, such as length of near-stream areas thinned and pruned, volume of debris removed, and
amounts of exotic vegetation removed

4. A functional master plan for the farmland acreage at the Calle Joaquin site, which will be important in guiding
long-term open space management at that site.
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OBJECTIVE

Adopt and begin implementing a plan to reduce greenhouse gas emissions and conserve energy for municipal
operations and the community.

DISCUSSION

American Recovery and Reinvestment Act (ARRA) Relationship; At this time, the City has been informed that
it is eligible to receive $199,400 in funds from the Energy Efficiency and Conservation Block Grant Program
(EECBG) portion of the American Recovery and Reinvestment Act (ARRA) Federal stimulus package. Staff will
submit an application for available funding for development of the Climate Action Plan since that activity is listed
as an eligible activity for use of EECBG funds. If EECBG funds are awarded, no General Funds will be required.

Workscope Summary
The proposed work scope includes the following key elements:

1. Researching climate action plans from other jurisdictions.

2. Analyzing the City’s greenhouse gas emissions inventory to identify greenhouse gas (GHG) sources and
opportunities for reductions.

3. Researching information available from International Council for Leadership and Environmental Initiatives
(ICLEI) - Local Governments for Sustainability - to determine best available practices.

4. ldentifying policies and programs already underway to address energy reductions.

Convening an internal stakeholders group to develop a strategy to address the areas of impact identified in the

inventory.

Soliciting input from and participation by community groups.

Selecting a reduction goal for emissions.

Drafting a Climate Action Plan.

Exploring formation of an energy facilities financing district as authorized by AB 811.

0 Guiding the draft plan through the public review process.

o

'—‘“3.00.\‘.0’

Existing Situation

The City signed the U.S. Mayors Climate Protection Agreement to advance the goals of the Kyoto Protocol
through leadership and action. The California State Legislature subsequently adopted the California Global
Warming Solutions Act of 2006 known as AB 32. This legislation establishes a cap on statewide greenhouse gas
emissions to reduce emissions to 1990 levels by 2020. AB 32 establishes that the California Air Resources Board
(CARB), the state agency charged with regulating statewide air quality, will implement the Act. Under AB 32,
greenhouse gases are defined as: carbon dioxide, methane, nitrous oxide, hydrofluorocarbons, perfluorocarbons,
and sulfur hexafluoride. The regulatory steps laid out in AB 32 require CARB to: adopt early action measures to
reduce greenhouse gases; to adopt mandatory reporting rules for significant source of greenhouse gases; and to
adopt a scoping plan indicating how emission reductions will be achieved via regulations, market mechanisms and
other actions; and to adopt the regulations needed to achieve the maximum technologically feasible and cost-
effective reductions in greenhouse gases.

Energy consumed by vehicles and buildings is a significant source of GHG emissions. The City General Plan’s
Conservation and Open Space Element contains policies and programs to achieve greater energy efficiency in
both municipal operations and private development. Many of these policies and programs encourage positive
steps toward “greener” development, but stop short of setting specific energy-saving requirements. The City also
has on-going efforts related to solid waste reduction and recycling programs, trip reduction programs, water,
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materials and energy conservation. The Climate Action Plan would develop more specific energy-saving actions
to augment our conservation efforts.

In 2008, the Council joined ICLEI, Communities for Climate Protection, and committed the City to a five-step
program:

Conduct a baseline emissions inventory and forecast.
Adopt an emissions reduction target for the forecast year.
Develop a local Climate Action Plan.

Implement Plan policies and measures.

Monitor and verify results.

agrLDOE

As part of joining ICLEI, the Council authorized staff to complete a greenhouse gas emissions inventory to
determine the level of emissions being produced for the base year 2005 for the City government operations and
for the community. On January 31, 2009, the Council identified development and implementation of an action
plan to reduce greenhouse gas emissions and conserve energy as an “other important goal” to achieve in the 2009-
2011 Financial Plan.

Project Work Completed.

The baseline Greenhouse Gas Emissions Inventory for the community and for municipal operations has been
drafted and is undergoing internal staff and consultant peer review. Staff anticipates presenting the report to the
Planning Commission in May 2009. This is the first step in the five-step program.

The local Air Pollution Control District (APCD) has awarded a grant to help the other cities and the County of
San Luis Obispo to conduct emissions inventories. City staff has been meeting with this group of APCD, cities
and County staff on a quarterly basis to share information and strategies.

WORK PROGRAM CONSTRAINTS AND LIMITATIONS

Developing a Climate Action Plan will involve research, data gathering and entry into a computer model as well
as policy and program development. With limited staffing, the effort will require some financial support for
additional temporary or contract staff to augment permanent staff efforts. The project can be accomplished
without additional funds; however, progress will be very slow due to higher work priorities (Housing Element
update, South Broad Street Corridor Plan, and Orcutt Area Specific Plan). One option is to collaborate with Cal
Poly — their teaching staff worked with a graduate class recently and completed a Climate Action Plan for the City
of Benicia. Their staff learned many lessons in this process and could bring a greater level of experience to the
project at a minimal cost.

The other thrust of this effort is exploring the formation of an energy facilities financing district as authorized
under AB 811. The County has received a significant amount of Federal Stimulus funds under the Energy Block
Grant and is proposing to use approximately $175,000 of those funds to explore formation of a County-wide
district and inviting the incorporated cities to participate. Participating in a district with a larger pool of eligible
households would most likely result in more favorable bond terms which would make the financing more cost-
effective for the customers. Details for how the participation would be structured would need to be resolved. If
the City does not or is not able to participate with the County, a larger work effort will be required to explore
establishment of a City-only district. There may be links to economic development efforts with energy district
financing of home energy improvements.
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Significant public and business community involvement is anticipated and will require a great deal of outreach
and input from various stakeholder groups. If changes to transit operations are proposed, surveys may be needed
to capture rider input.

STAKEHOLDERS

There are many internal stakeholders to this effort. Public Works, Administration, Community Development and
the Utilities Departments will be active participants in this work program. PG&E is an external stakeholder but
one that may be involved in helping the City develop an energy financing district (authorized by AB 811) to
support financing of energy improvements. Other City departments will be involved in more minor roles.
Programs that impact municipal and transit operations must be vetted with the departments who are most familiar
with current efforts and who may be able to offer recommendations or feedback regarding proposed actions to
make municipal operations and structures more efficient.

For changes to development regulations, the stakeholders include the Community at large, Chamber of Commerce
Sustainability and Economic Subcommittees, the Downtown Association, Cal Poly, the Home Builders’
Association, the local chapter of the American Institute of Architects, SLO Green Build, ECOSLO; other building
groups; Air Pollution Control District, Sierra Club and the SLO Council of Governments (SLOCOG). For transit
changes, stakeholders include the transit providers and riders as well as SLOCOG.

ACTION PLAN

The timing associated with these tasks assumes some level of contract assistance for permanent staff. Dates
shown are the anticipated completion date of the specific activity.

1. Research CAPs from other jurisdictions and explore formation of an energy facilities financing district. 12/09
2. Analyze GHG emissions inventory to identify GHG sources and opportunities for reductions. 12/09
3. Review ICLEI best practices information. 12/09
4. ldentifying policies and programs already underway that address energy reductions. 1/10
5. Develop “talking paper” for internal staff review and brainstorming including review of Utilities 2/10

Conservation Office role in the delivery and oversight of energy conservation programs.

6. Council review of progress and adoption of reduction target. 3/10
7. Develop website and information mailer. 4/10
8. Public outreach and input (i.e. Earth Day event, mailers, interactive web site). 6/10
9. Data entry and modeling for alternatives. 3/10
10. Draft Action plan. 3/10
11. Public outreach and input. 6/10
12. Council adopts Climate Action Plan. 9/10
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KEY WORK PROGRAM ASSUMPTIONS

It is assumed that adequate staffing and resources will be available to do the work. Implementation of work
programs identified in the CAP will follow adoption of the plan, but this will occur outside of the 2009-2011
Financial Plan timeframe.

RESPONSIBLE DEPARTMENT

Community Development will take the lead but support from and collaboration with Public Works (fleet and
facilities management) and the Utilities Department which will be key on other energy conservation components.
All Departments may be involved in evaluating programs proposed as part of the Climate Action Plan itself

FINANCIAL AND STAFF RESOURCES REQUIRED TO ACHIEVE THE GOAL

It will take staff time and assistance from temporary and/or contract staff to achieve this goal. Typically, the
Community Development Department budget includes some funds for contract services however this line item
has been reduced in the draft 2009-2011 Financial Plan in order to meet budget goals. Staff resources from
Community Development, Public Works and Utilities Department will be required for the life of this project. If
the project must be conducted with existing staff only, approximately ¥2 FTE will be required (split between
various departments) and progress up to task 5 of the Action Plan will be delayed until early 2011. Under this
scenario, data entry and modeling might be possible in Spring 2011. With additional temporary or contract
assistance, the dates shown in the task list above are feasible.

Cost Summary

Operating Programs Capital Improvement Plan
2009-10 2010-11 2009-10 2010-11
Climate Action Plan 10,000 15,000
Total $10,000 $15,000 $0 $0

Funding Source: General Fund

The costs in 2009-10 are for research and assistance with developing the “talking paper” for internal staff, data
entry, and modeling of various proposals and production of the draft plan and final plan.

GENERAL FUND REVENUE POTENTIAL

It is unlikely that there will be any General Fund revenue enhancements as a result of achieving this goal. Staff
will pursue Energy Efficiency and Conservation Block Grant funds available through the recent Stimulus package
to fund development of the Climate Action Plan. It also may be possible that implementation of the programs
outlined in the Climate Action Plan (CAP) may be eligible for APCD, PG&E or other energy-related grants, but
development of the CAP will not generate revenue.
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OUTCOME—FINAL WORK PRODUCT

The final work product will be a Climate Action Plan with implementation programs. This is important in order
to implement the climate change goals adopted by the State, to save City energy and resource costs, and to map

out a path for actions the City and development community can do to preserve and improve the City’s
environmental quality.
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OBJECTIVE

Expand Downtown beautification efforts to include enhanced maintenance and cleanliness, a review and upgrade
of standards and phased physical improvements.

DISCUSSION
Workscope Summary

This work program is intended to enhance the maintenance and beautification of the Downtown through a
reprioritization of projects, new partnerships, clearer standards and design guidelines, and improved internal and
external communication. More specific program components include improvements in signage, solid waste
collection, tree maintenance, news rack management, street furniture, and other enhancements of existing City
infrastructure in the Downtown. In addition, it is recommended to assure more consistency in actual
implementation of improvements and better communication internally and externally with stakeholders that one
staff member be assigned as the Downtown “champion”.

Background

The Downtown is generally considered the “heart and soul” of the City. It is an attraction for tourists and an
important part of community life. It also plays a significant role from an economic perspective, by supporting
sales tax revenues in its role as a regional shopping draw, and enhancing our transient occupancy tax revenues as
a result of prolonged tourist stays. In addition, the Downtown’s many restaurants, movie theatres, and historical
offerings provide a hub for social and cultural activity and gatherings.

Existing Situation and Work Completed

The City Council approved Major City Goals for the Downtown in the 1999-01 and 2007-09 Financial Plans.
Work in past years has included street resurfacing, installation of pedestrian lights, new Mission Style sidewalks,
and other minor improvements.

During the last two years, work has continued on the goal of improving the downtown. Utility line replacements
and street reconstruction work occurred. Stairs in the Mission Plaza were replaced and tile repairs were made to
sections of Mission Style sidewalk. New trees were planted with a new style of tree grate to replace trees that
were removed. A block of pedestrian level lighting was installed on Higuera Street to showcase the newly
adopted light standard. Staff resources were devoted to keeping the Downtown cleaned up through more frequent
sidewalk scrubbing as well as a one-half time temporary employee cleaning up each morning.

Staff has also worked with the Downtown Association to complete their Strategic Plan and evaluation of
alternative organizational forms. The Downtown Association has also become independent from the City to allow
it greater freedom to achieve its goals. Tourism and special event promotion is also ongoing to attract tourists to
the City.

The Police Department continues to support the efforts of the Downtown Association with safety and criminal
issues. In the parking program, maintenance of surface lots and structures occurred. Work continues towards
provide bicycle parking options downtown as well as more marketing of parking options.

One of the largest work efforts for both staff and the Council was the review and adoption of the building height
regulations. Staff continues to work with development to implement the Downtown Physical Concept Plan and
encourage housing in the Downtown.
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CONSTRAINTS AND LIMITATIONS

The maintenance projects are not anticipated to require specialized review and should proceed readily. Paving
and utility line work is often disruptive and will require the cooperation of the Downtown Association to proceed
smoothly and get the message out. Staff will complete project specific outreach for these projects.

Design standards, solid waste issues and informational signage are expected to generate considerable interest from
the business community and warrant outreach efforts to include the Downtown Association and the Chamber of
Commerce, along with specifically interested businesses and members of the Architectural Review Committee.
Staff anticipates workshops and regular meetings to encourage community involvement in any changes to the
current standards and guidelines.

STAKEHOLDERS

Stakeholders for this goal are the residents of the City, downtown businesses, the Downtown Association, City
Advisory Bodies, and visitors to downtown including: tourists, shoppers, and parking customers, both automobile
and bicycle.

Staff has already met with representatives of both the Downtown Association and the Chamber of Commerce to
determine what role they can play in promoting this objective. Staff will involve both these groups to discuss
implementation options, covering both costs and sequencing, to be presented to the City Council. Both groups
have expressed particular interests as follows:

1. Downtown Association

The Downtown Association recognizes that these are tough times and that the basics, such as sidewalk scrubbing,
daily trash and graffiti cleanup, and tree maintenance are key maintenance activities for the City to continue. The
Association is very interested in working with the City on a donor program for pedestrian lighting as this the
Chamber of Commerce. In addition to collaborating with the City on design guidelines, the Downtown
Association will assist the City in identifying the areas that need the most maintenance to better focus our
resources. To supplement the City’s efforts, the Association will serve the City Arborist as the “Downtown
Foresters” and their help with small tree care will continue. Finally, independent of the City, the Association will
continue with other independent support services, such as private security and events to promote the health and
vitality of the downtown.

2. Chamber Commerce

The Chamber of Commerce has identified key ways it will support the implementation of this objective. One
example is the Chamber’s strong desire to developing uniformity in street furniture. The Chamber has suggested
that upgrading an entire block with the newly approved standards, could be a good way to “kick start” such a
beautification effort. The Chamber intends to educate business owners on such things as cleaning, solid waste
management, and maintenance of decorative pots. Improvement on these items not only benefits the Downtown
but also translates into improvements in water quality in line with the City’s Stormwater Management program.
The Chamber has also volunteered to take the lead in an outreach effort to news rack owners to encourage their
support of a consolidated news rack approach.

ACTION PLAN

1. Review of Existing Design Guidelines. The work program proposes to start with a review of the documents
that guide the appearance of the downtown. That effort will involve not only City staff but members of the
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community and City advisory bodies. From this initial review will follow a proposal of how to get to where
the City wants to be for the appearance of the Downtown and what that effort is likely to cost. One notable
area that will be reviewed is news rack clutter. A consistent news rack design and possible locations for
consolidation will be developed for the Council to review, and if appropriate, a trial installation funded. There
have also been some indications that proper management of trash and recyclables is also a maintenance issue
downtown. The specific concerns about those solid waste issues will be identified so that staff has a clear
understanding of the concerns and can then develop a way to address them. Staff is also proposing a review of
the planters in the downtown area to determine their condition and maintenance needs for possible future
funding.

2. Maintenance Work. Maintenance work, such as sidewalk repairs, Mission Sidewalk installation, tree well
upgrade and planting, repainting of light poles and replacement of others with updated standards, is also
recommended for funding in the 2009-11 budget. The tree well and lighting standards are recent adoptions, so
changes to these standards are not anticipated. Ongoing sidewalk scrubbing and general trash and graffiti
removal will also continue. Staff will evaluate possible locations for maintenance and improvements that will
maximize the return for the investment made. Staff will also investigate the possibility of combining the
proposed improvement projects into a larger project that will allow better staging and coordination of the
improvement work. Any projects undertaken will need to be planned to minimize disruption for Downtown
businesses, and yet have a noticeable impact on the aesthetic appearance of the Downtown.

3. Communications Enhancements and Downtown Champion. Staff has discussed possible options to ensure the
Downtown Association and local businesses continue to have a positive flow of information to, and from, the
City. There are a variety of ways that communication occurs now. For construction projects, engineering staff
complete outreach to the Downtown Association and businesses. To schedule construction projects and get the
word out, engineering staff has spoken at Downtown breakfasts and attended Board meetings as well as
providing simple email updates to be included in the Downtown Association newsletter. Maintenance issues
are called directly in to the Public Works Corporation Yard so that response time is reduced to the minimum.
The maintenance staff person downtown on a regular basis is a familiar face and can be contacted directly.
Questions or requests for City resources outside the current agreement are handled by the Economic
Development Manager and reviewed with affected departments. This gives the Downtown Association a
single point of contact when they wish to adjust previously agreed upon services. The Economic Development
Manager also regularly attends Board meetings and can serve to bring back any concerns to the departments.

Generally, these strategies appear to be providing the needed links for information and communications with
the Downtown Association. However, staff proposes designating the Public Works Department Parking
Services Manager as the principal staff contact for the City for Downtown oriented communications and
activities. With the focus of this program and their physical location in the Marsh Street Garage, this person
will be available as a conduit to the City when concerns arise or information is needed, and to help ensure
consistent standards are followed when repairs or upgrades are undertaken.

Design Standards & Upgrades

1. Assemble all current downtown design guidelines and standards. 8/09
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OTHER IMPORTANT OBJECTIVES - DOWNTOWN MAINTENANCE AND BEAUTIFICATION

Task Date

2. Working with the Architectural Review Commission, review the current guidelines and standards 3/10
and revise or confirm the public improvement design strategy for the downtown including street
furniture, trash and recycling containers, and regulatory signage, for Council consideration.

3. Develop costs, spending options, and sequencing options to bring the downtown up to new standards. 4/10
4. Develop a design and identify possible locations for a centralized news rack enclosure to 3/10
accommodate a range of different papers in a consolidated and uniform manner, for Council

consideration, and possible funding approval.

5. Assess existing planters in the downtown for condition, including planter box, plant material, and 12/09
irrigation, and develop funding request for the 2010-11 budget to improve appearances.

6. Install pedestrian level lighting, repair Mission Style Sidewalk, and install other upgraded 6/11
improvements within selected areas of the Downtown.

Signage
Develop a coordinated program for the City informational and directional signage and recommend 12/10

implementation plan.
Solid Waste

Identify solid waste issues with the Downtown Association and Chamber of Commerce and develop 6/11
a work plan to address them.

Facility Maintenance

1. Provide sidewalk scrubbing service and daily cleanup maintenance work. Ongoing
2. Implement the Downtown Tree Management Plan. Ongoing
3. Complete Warden Bridge resurfacing project. 6/10
4. Complete painting of existing street light poles. 6/10 & 6/11
5. Complete downtown street and parking lot resurfacing projects. 4/11
6. Complete water and sewerline replacements. 4/11

KEY ASSUMPTIONS

Facility maintenance costs are based on recent bids and account for funding currently anticipated to be available
to complete the work. Anticipation of seasonal work has framed the year in which certain work will be
accomplished, rather than the year of actual funding. Delivery of the work program assumes that staff reductions
are not so severe as to hamper delivery of the various tasks.
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OTHER IMPORTANT OBJECTIVES - DOWNTOWN MAINTENANCE AND BEAUTIFICATION

RESPONSIBLE DEPARTMENTS

In coordination with the Parking Services Manager, Community Development will take the lead in reviewing and
updating design standards and guidelines. Public Works will also assist where the standards relate to construction
details. Public Works will take the lead on the facility maintenance work needed to complete the goal. Utilities
will be a partner in this area where it relates to their pipe systems. The Utilities Department will take the lead for
solid waste issues working with the Downtown Association and the Chamber. Administration will take the lead
on the implementation of an informational sign program in coordination with the Promotional Committee and
assistance from Public Works for installation efforts.

FINANCIAL AND STAFF RESOURCES REQUIRED TO ACHIEVE THE GOAL

Cost Summary

Operating Programs Capital Improvement Plan
2009-10 2010-11 2009-10 2010-11
Comprehensive Directional Sign Program 25,000 50,000
Pedestrian Light Installation 70,000
Mission Sidewalk Installation 100,000 100,000
Downtown Urban Forest Management 25,000 25,000
Warden Bridge Deck Rehabilitation 45,000
Street Light Painting 50,000 50,000
Parking Lot Resurfacing 122,000
Street Resurfacing 200,000 500,000
Utility Line Replacement 151,000
Total $0 30 $718,000 $795,000

Funding Sources

Operating Programs Capital Improvement Plan
2009-10 2010-11 2009-10 2010-11
General Fund 445,000 795,000
Parking Fund 122,000
Water Fund 65,000
Sewer Fund 86,000
Total $0 $0 $718,000 $795,000

GENERAL FUND REVENUE POTENTIAL

A healthy, vital, and attractive Downtown may result in stronger sales tax and transient occupancy tax revenues.

OUTCOME—FINAL WORK PRODUCT

A robust, attractive, and healthy Downtown is vital to its continued success as the retail, social, and visitor hub for
San Luis Obispo. The on-going maintenance activities by the City are a key component to keeping the
Downtown clean and therefore healthy. Not only does it enhance the Downtown to visitors but it continues to
position it as the place to be for our residents.
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POLICIES AND OBJECTIVES

OTHER IMPORTANT OBJECTIVES - HISTORIC PRESERVATION

OBJECTIVE

Adopt a Historic Preservation Ordinance, and if funding permits in 2110-11, update the City’s Inventory of
Historic Resources.

DISCUSSION

Workscope Summary

Phase 1 of the proposed work scope includes the following key elements:
Prepare a draft Historic Preservation Ordinance.

Circulate the draft for comments and input from the community.

Review of the ordinance through the public hearing process.
Adopt a Historic Preservation Ordinance.

el N

If funding permits in 2010-11, Phase 2 would include the following:

1. Hiring contract staff to organize and lead a historic survey, and to train volunteers.
2. Consideration of eligible properties for addition to the historic resources inventory by the Cultural Heritage
Committee and Council through noticed public hearings.

Existing Situation

In 1981, a citizen’s committee lead by a coordinator under contract to the City surveyed the older buildings in
town (built prior to 1941) and the Council approved listing the nominated properties on a historical resources
inventory. In 1987, the Council created three historical preservation districts: Old Town, Downtown, and Mill
Street. The number of districts has since been increased to five with the addition of the Railroad and Chinatown
Historic Districts. Margaret Lovell, a consultant to the Cultural Heritage Committee (CHC), conducted the last
citywide historic inventory in 1991. Since then, annexations of previously un-surveyed areas and planning and
construction permit applications have underscored the need for updating the Inventory of Historic Resources.

As the rate of infill development increases, the number of potentially historic but undocumented buildings
affected by new projects has also increased. In the past, buildings were proposed for demolition which — after the
demolition applications were received — were determined to be historically significant. These properties had been
overlooked in previous historical surveys but under current City and State criteria, would probably qualify as
historically significant if evaluated today.

Before 1996, any building proposed for demolition would first go to the CHC for a determination of historic
significance, resulting in a case-by-case approach to historic evaluation. In 1996, the City changed its demolition
procedures to require historic documentation for any building over 50 years old. With the 1996 changes, the CHC
is assigned the responsibility to review demolition requests for properties already designated historic and
properties for which historic documentation developed as a result of a demolition request indicates some
importance. This change makes the development review process more predictable, but places greater importance
on doing thorough, accurate historical surveys in advance of new development proposals. With the increased rate
of development since that time and limited resources, the CHC has not been able to maintain the inventory to keep
pace with the rate of infill development, resulting in situations where the City must use outdated, incomplete or
sometimes inaccurate information when evaluating the effects of new development on historic resources. This
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OTHER IMPORTANT OBJECTIVES - HISTORIC PRESERVATION

has made it increasingly difficult for the City to fairly and objectively implement General Plan policies on historic
preservation.

Project Work Completed

1. The Historic Preservation Ordinance

Under Community Development Department staff supervision, a graduate planning intern has created a rough
draft of a historic preservation ordinance. The draft addresses topics such as, identifying when a remodel is
effectively a demolition of a historic structure, demolition by neglect, identifying the types of projects that require
CHC review, inclusion or reference to the Secretary of the Interior’s standards, standards for relocation and
demolition, procedures for listing of resources or districts, standards for contents of historic reports, post-disaster
preservation efforts, and enforcement provisions. The draft will require staff review and editing as well as
inclusion of graphics to illustrate certain requirements before it is ready for internal circulation and subsequent
public and CHC review.

2. Inventory of Historic Resources

Since the Margaret Lovell-lead inventory in 1991, additions to the historic resources inventory have been made
on either a neighborhood or single property basis. In 2007, 25 properties in the East Railroad area off of Johnson
Street were added to the Contributing Properties list. In May, 2008, the Council added eight properties in the
Monterey Heights area to the list of Historic resources - one to the Master List and seven to the Contributing
Properties list.

WORK PROGRAM CONSTRAINTS AND LIMITATIONS

Preparation of a Historic Preservation Ordinance will require additional staff work and would benefit from
architectural graphics to illustrate key standards in the document. Initiating a revision to the Historic Resources
Inventory will be difficult with limited funding and staffing. Due to the nature of the undertaking, updating the
inventory can only be conducted if funding is available for professional assistance from a historian.

If a citywide historic survey is funded, the Cultural Heritage Committee suggested following a process similar to
that used in the successful 1981-1983 historic survey. That survey used a paid temporary staff person, CDD staff
support, Cal Poly faculty and community volunteers to survey buildings over most of the City. Staff anticipates
that in updating the original survey, a key prerequisite is retaining a professional historian and architect to ensure
survey volunteers are adequately trained, and that objective standards and guidance are followed in researching
and identifying historic resources. Project management would be provided by staff for coordination with the
advisory body and Council and the lead historian will be tasked with training and coordinating the volunteers.
Temporary administrative help would be needed to assist with management of the inventory documentation.
Updating the inventory would involve a substantial amount of staff time.

STAKEHOLDERS AND POSSIBLE PARTICIPANTS

The stakeholders include residents and property owners, the Chamber of Commerce, Downtown Association,
Residents for Quality Neighborhoods, SLO Property Owners’ Association, SOD, Home Builders Association,
other building groups, San Luis Obispo County Historical Museum, State Office of Historic Preservation (SHPO),
Monday Club, Sierra Club, San Luis Obispo County Land Conservancy, Cal Poly University’s College of
Architecture and Environmental Design, Cuesta College, local chapters of the American Institute of Architects
and American Planning Association, Northern Chumash Tribe, Heritage Shared, UCSB Central Coast Information
Center, San Luis Obispo County Archaeological Society (SLOCAS), and the Cultural Heritage Committee.
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ACTION PLAN
1. Internal staff review and evaluation of draft historic preservation ordinance. 3/10
2. Presentation and discussion of draft ordinance with stakeholder groups. 6/10
3. Early study session with Council to solidify approach. 6/10
4. Public Hearings — draft ordinance. 12/10
5. Contract for Historian and Architect to lead Inventory (If funding is available). 10/10
6. Training Volunteers (If funding is available). 12/10
7. Conduct Historic Survey (If funding is available). 2/11
8. Public Hearing process for consideration of nominated properties (If funding is available). 6/11

KEY WORK PROGRAM ASSUMPTIONS

It is assumed that adequate staffing and resources will be available to bring the Historic Preservation Ordinance
through the public hearing process. Community Development staff will be available to initiate this phase of the
goal once the Housing Element, Orcutt Area Specific Plan, Broad Street Corridor Plan, and Climate Action Plan
efforts are complete. Some financial resources will be needed to develop architectural graphics for the ordinance.

The Historic Resources inventory is too costly to undertake at this time and is be dependent on funding and
priority of other important objectives such as the preliminary update efforts for the Land Use and Circulation
Elements and the development of a Climate Action Plan. Without significant funding for a professional historian
to lead the project, the scope of the goal will focus solely on Phase 1, the development of the Historic
Preservation Ordinance, namely steps one through four listed above.

Cal Poly has indicated an interest in including the inventory as a two-quarter program in the environmental design
course series. This could provide a designated group of architecture and/or planning faculty and students who
would form part of the core volunteer team to assist with training, field survey, background research, and
documentation efforts (but would not lessen the cost associated with a professional to lead the effort).
RESPONSIBLE DEPARTMENT

Community Development will take the lead but participation by other departments’ staff, the City Attorney will
also be essential.
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FINANCIAL AND STAFF RESOURCES REQUIRED TO ACHIEVE THE GOAL

It will take staff time and assistance from contract staff or consultants to achieve this goal. Typically, the
Community Development Department budget includes some funds for contract services; however funding for
consultant services in the 2009-2011 Financial Plan has been trimmed to meet budget goals. Staff resources from
Community Development Department will be required throughout this project. Finalizing the draft Historic
Resources Ordinance and bringing it through the public review process is anticipated to require approximately 1/4
FTE. This commitment will increase with the inventory process to approximately 2 FTE. In addition, lessons
learned from the previous historic survey indicate that a % or % time administrative assistant is essential to ensure
documentation, photos, property owner coordination, correspondence and staff notes are organized, thorough and
accurate.

Cost Summary

Operating Programs Capital Improvement Plan
2009-10 2010-11 2009-10 2010-11
Graphic Services 5,000
Total $5,000 * $0 $0

Funding Source: General Fund

The costs in 2009-10 include graphics development for the proposed ordinance and contract staff/consultant
assistance to manage the inventory process and provide technical expertise for identification of historic resources;
and associated costs for supplies for volunteers assisting in the effort.

*The cost for 2010-11 could be $80,000, if the City is able to fund this second phase at that time.

GENERAL FUND REVENUE POTENTIAL

It is unlikely that there will be any General Fund revenue enhancements as a result of achieving this goal.
OUTCOME—FINAL WORK PRODUCT

The final work products will be a Historic Preservation Ordinance and an updated Historic Resources Inventory
(if funded). If funds are not available for the Inventory, the Historic Preservation Ordinance can still proceed as a
work item for staff to complete, although illustrations and graphics will be an important element of this item.
Work on the Historic Resources inventory (if funded) will extend beyond the 2009-2011 Financial Plan. The
work product anticipated to be completed by June 30, 2011 will be a set of recommendations by the consultants
and volunteers for updates to the existing List of Historic Resources. Those recommendations will need to be

considered by the Cultural Heritage Committee and the City Council through the public hearing process and will
still be occurring beyond the 2009-2011 Financial Plan timeframe.
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STATUS OF 2007-09 MAJOR CITY GOALS

OVERVIEW

The following summarizes major City goals for
2007-09, including the objective, action plan and
projected status at the end of 2007-09 as of June 30,
2009.

As indicated in the summaries, we project
accomplishing all of the work program tasks by
June 30, 2009 based
on the adopted two-
year “action plans.”

Important Note

Many of these are multi-
year goals that have
activities associated with
them that go beyond the
two-year 2007-09
timeframe.

However, as noted in
the sidebar, even those
that are “complete”
based on the “action
plan” are likely to have
“carryover” activities”
associated with them
beyond 2007-009.

As such, the status
summary is based on
the two-year work
programs and “action
plan” tasks approved by
the Council, including
revisions.
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Status Summary

The following “report card” summarizes the major
City goals for 2007-09 and provides its projected
status at June 30, 20009.

Status Summary of 2007-09 Major City Goals

Projected Status
. . tJ 30, 2009

Major City Goal atJune

Complete Prol;ess
Public Safety Service Levels 4}
Neighborhood Paving/Deferred v
Street Maintenance
Traffic Congestion Relief 4}
Bikeway Improvements 4}
Flood Protection |
Senior Citizen Facilities |
Roller Hockey Rink & Skate Park &
Improvements
Homeless Services |
Affordable Housing o}
Neighborhood Wellness 4}
Downtown Improvements 4}
Open Space Preservation 4}




POLICIES & OBJECTIVES

STATUS OF 2007-09 MAJOR CITY GOALS

PUBLIC SAFETY SERVICE LEVELS

Objective.

Improve public safety service levels,

with an emphasis in police services on neighborhood
patrols (particularly at night) and traffic safety; and
on prevention and training in fire services.

Action Plan

Police Services

1.

10.

Recruit and hire additional police officer and
dispatch positions; purchase necessary vehicles and
equipment.

Examine internal policies regarding SNAP and
police response to noise and party disturbances in
order to assess whether or not changes are needed.

Develop and implement strategies for Traffic Unit
and patrol officers to enhance traffic enforcement
and safety, especially at high-collisions areas as
identified in the Traffic Safety Report.

Develop strategies for closer collaboration with
Public Works Traffic Engineering staff to more
comprehensively address traffic concerns.

Purchase and install grant-funded radar speed
display devices in coordination with Public Works.

Develop detailed programs for neighborhood patrol
services, including evaluating current patrol
deployment methodology and examining
alternative deployment strategies.

Defer implementation of neighborhood team
program pending further consideration by Council
during 2009-11 financial planning process, per
Council direction on 9-30-08. Two officer
positions being held vacant for 2008-09.

Complete training of new police officers (including
specialized motorcycle training for a new traffic
officer) and dispatcher.

Research other ordinances and tools in use in other
jurisdictions to address noise, party, and
underage/excessive drinking problems. If
additional legal tools are identified as potentially
valuable in our City, make appropriate
recommendations to City Manager and Council.

Implement E-Citation and E-Collision reporting
technology.
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11. Research traffic safety technologies such as red

light cameras and indicators to determine whether

or not they would potentially be effective in
increasing traffic safety in our City. If staff

believes they would be valuable, make appropriate
recommendations to City Manager and Council for

funding in 2009-11.

Fire Services

1. Develop appropriate job description for Fire
Marshal.

2. Advertise Administrative Assistant position
3. Interview applicants

4. Conduct testing and interview successful Fire
Marshal candidates.

5. Hire new Fire Marshal and new Administrative
Assistant

6. Finalize and activate “Train the Trainer” program.

7. Develop Organizational Development Program and

create supporting database

8. Develop job description for Training Battalion
Chief.

9. Meet and confer with appropriate labor units and
establish hiring process for Training Battalion
Chief.

10.
Battalion Chief Candidates.

11. Hire Fire Training Battalion Chief.

Dispatch Center and Radio System Replacement

1. Invite bids for dispatch center construction.
Receive construction bids.

2.
3. Evaluate bids and award construction contract.
4,

Execute contract; contractor mobilizes and begins

work.

5. Issue request for proposals (RFP) for radio system

replacement.

6. Receive and evaluate radio system proposals.

Status Summary at June 30, 2009: Complete

Conduct testing and interview successful Training
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NEIGHBORHOOD PAVING AND
DEFERRED STREET MAINTENANCE

Objective. Restore the neighborhood and
downtown paving program, and catch up with
deferred street maintenance.

Action Plan

1. Perform pavement street repairs using City crews
2. Pursue outside funding for pavement projects

3. Complete arterial street repair project
4

Complete Los Osos Valley Road pavement repair
project: City limits to Highway 101

o

Complete Higuera Street paving in Downtown

6. Work with Downtown Association in finalizing
paving locations for 2008-09

7. Complete paving in Area 1
8. Complete 2008-09 Downtown paving project

9. Complete design of paving project for Area 2

Status Summary at June 30, 2009: Complete
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TRAFFIC CONGESTION RELIEF

Objective. Expand efforts to reduce and manage
traffic congestion throughout the City, including the
Los Osos Valley Road corridor and interchange.

Action Plan
Short Range Transit Plan
1. Complete Short Range Transit Plan Update.
Transit Service Improvements
1. Extend Evening Service Hours on Route 4, Routes
6a/6b
2. Begin Review of Evening Service Hours
modifications on Routes 2 and 3
3. Implement evening service modifications to Routes 2
and 3
Congestion Management Report
1. Prepare and distribute request for proposals for
consultant services for first year report (subsequent
annual reports will be prepared by City staff).
2. Hire consultant and begin preparing report.
3. Complete report and present results to the Council.
Mid-Higuera Street Widening
1. Complete National Environmental Policy Act
(NEPA) document to secure funding for design and
construction.
2. Complete final project design
3. Pursue additional funding as needed to complete
Mid-Higuera widening project Marsh to High Street
Orcutt Road Widening
1. Complete UPRR permitting of project
2. Pursue additional funding as needed to complete
Orcutt Road widening project Duncan to Laurel Lane
Begin construction
Complete major construction
Begin signal installation
Complete project
nta Barbara Street Widening
Bid project
Begin construction
Complete construction
rado Road Extension
Work with west side Margarita area property owners
to resolve funding issues and outline project
development schedule
2. Begin environmental review and technical studies by
MASP property owners
3. Begin project plans, specification and estimates
(PS&E) by MASP property owners
4. Complete environmental review.
5. Complete construction plans and specifications.

!—"UP‘-’!\-’!—‘U’O’.U":PP“’
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6. Process reimbursement and financial plan for project

7. Begin construction (subject to available right-of-way
and private development schedule)

Signalization: Johnson Avenue/Ella Street

Intersection

1. Begin construction

2. Complete construction

Los Osos Valley Road Interchange

1. Complete environmental review of the project.

Complete Caltrans Project Report

Compete for STIP funding

Begin preparing construction plans and

specifications

5. Pursue additional funding

6. Implement phase improvements as new development
is approved and can be identified

Bicycle Improvements

See Bicycle Improvements Work Program

Johnson and Buchon Intersection Improvements

1. Begin project design (Combined Scope of
Pismo/Buchon NTM Program)

South Higuera Widening: Margarita Ave to Elks

Lane

1. Prepare and distribute request for proposals for
consultant services for design services

2. Hire consultant and begin design.

Tank Farm Road Intersection Improvements

1. Initiate design of Tank Farm Road widening project

2. Complete project design

Traffic Model Upgrade

1. Distribute a request for proposals

2. Interview and rank proposers

3. Award a contract

4  Complete Model Update

Hown

Status Summary at June 30, 2009: Complete
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BIKEWAY IMPROVEMENTS

Objective. Continue to work towards completion of
the Railroad Safety Trail; improve maintenance of
existing bicycle trails, lanes and byways; and
consider additional bike trails.

Action Plan

Railroad Safety Trail - Phase 3

1. Complete negotiations and execute license
agreement with UPRR for use of their property for
the Railroad Safety Trail bikeway.

2. Acquire additional funding

3. Complete construction documents.
Railroad Safety Trail - Phase 4
1. Complete construction drawings.

2. Complete construction using grant funding.
Railroad Safety Trail Bridge: Highway 101 Crossing
1. Award design contract.

Bob Jones City-to-Sea Trail

1. Pursue outside funding for bridge connections.

2. Begin construction of Phase 1a bike path.
3. Complete construction of Phase 1a bike path.
4

Complete construction drawings for bridge
abutments.

Bill Roalman Bicycle Boulevard, Phase 2 Bulb-Outs
1. Complete design and award contract for bulb-outs.

2. Complete construction of bulb-outs.
Other Projects That Improve Bicycling

1. Complete on-street bicycle facility paving and
striping improvements in conjunction with City
street paving projects.

2. Complete miscellaneous bicycle facility
improvements identified in the Bicycle
Transportation Plan, as resources permit.

3. Develop a list, in conjunction with the Bicycle
Committee, of streets that would benefit from
increased street sweeping and coordinate with
Street Maintenance to use miscellaneous sweeping
hours, when available, to increase frequency.

4. Seek funding for the design and construction of
bikeways within the City.
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5. Promote bicycling as an alternative form of
transportation.

6. Provide more bicycle parking through the City’s
“Racks with Plaques” program

Status Summary at June 30, 2009: Complete

FLOOD PROTECTION

Objective. Reduce flood risk by opening the Los
Osos Valley Road/Highway 101 area of San Luis
Obispo Creek, pursuing improvements to San Luis
Obispo Creek in the Mid-Higuera area, and
implementing the Storm Drain Master Plan.

Action Plan

1. Vegetation and Silt Removal — LOVR Bypass
2. Vegetation and Silt Removal — Tank Farm Road

3. Vegetation and Silt Removal Design — Confluence
SLO/Prefumo Creeks, Water Reclamation Facility,
Morrison and Los Osos Valley Rd bridge

4. Mid-Higuera — Project scope and budget refinement
with currently allocated funds

5. Mid-Higuera — Preliminary study of widening

6. Staff and equip storm sewer pipeline cleaning
program

7. Storm sewer pipeline cleaning

8. Storm sewer pipeline replacements for Area 1
9. Culvert repair design completed

10. Prefumo Creek — Laguna Lake Outlet Clearing

Status Summary at June 30, 2009: Complete
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SENIOR CITIZEN FACILITIES

Objective. Enhance senior center facilities through
improvements to the current senior center and
pursuit of plans for a future senior center.

Action Plan

Senior Center Remodel
1. Replace existing chairs at the Senior Center
2. Replace or repair the windows in the Senior Center.

3. Hire an architect to evaluate the existing kitchen
and storage needs.

4. Meet with stakeholders to finalize kitchen remodel
workscope.

5. Complete design for kitchen remodel.
6. Begin construction.

7. Complete construction.

Provision of On-Site Parking Spaces
1. Amend the Mitchell Park Master Plan.
2. Complete design for parking lot.

3. Begin construction.

4. Complete construction.

Status Summary at June 30, 2009: Complete
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ROLLER HOCKEY RINK AND SKATE PARK
IMPROVEMENTS

Objective. Complete major upgrades to the existing
roller hockey rink and skateboard park facilities at
Santa Rosa Park.

Action Plan

Skate Park Study and Improvements

1. Develop and issue the RFP for skate park needs
study; receive and evaluate proposals.

2. Hire consultant, complete study, present results to
the Parks and Recreation Commission and City
Council.

3. Develop Skate Park Master Plan and purchase new
modular equipment.

4. Seek outside funding opportunities.

Roller Hockey Rink Expansion
1. Meet with stakeholders to solicit input on design.
2. Complete design and construction documents.

3. Seek outside funding opportunities.

Status Summary at June 30, 2009: Complete

HOMELESS SERVICES

Objective. Work with social services partners to
develop improved homeless sheltering and services.

Action Plan

Homeless Services Research & Meetings

1. Evaluation of the two local homeless shelters.

2. Meetings with individual organizations working in
homel