








CITY OF ROCKLIN
Office of the City Manager

Date: June 26, 2012

To: The Honorable Mayor Brett Storey and Members of the Rocklin City
Council

From: Ricky A. Horst, City Manager

Subject: Fiscal Year 2012/2013 Budget Message

California’s communities, inclusive of Rocklin, face constant change. Municipal leaders
need flexibility to respond to shifting demographics and enduring changes in the
economy. Needed is the flexibility to continue to provide quality services upon which we
all have come to depend. It’s not a matter of chance; it’s a matter of choice!

| am pleased to present the City of Rocklin’s Budget and Capital Improvement Program
for FY 2012/2013. This document is designed to provide a comprehensive framework for
all City activities during the fiscal year. An overview of the City’s finances and related
budget issues are provided to enhance utilization of this document as a communication
device, financial plan, policy tool and operations guide for the City Council, Staff and
Citizens of Rocklin.

As the Nation, California, and the Sacramento Region continue to slowly climb out of a
lingering recession, the City of Rocklin remains mindful of economic realities while
pressing for continued improvement in the community and Municipal Corporation. As a
result, the City’s budget focuses on providing core services with no additions to staffing
and no expansion of programs but with a sustainable and continued level of service that
meets or exceeds the expectations of our citizenry.

Although the downturn appears to be at an end, the rate of economic growth has been
slow and sporadic at best. It has become clear that it will take many years for the
economy to fully recuperate. On the whole, the City of Rocklin will need to fend for
ourselves. The only help we can expect is the help we generate for ourselves.



The litany of economic woes are a fearsome
foursome: persistently high unemployment,
soaring pension and health care cost, dwindling
property values that have eroded revenues, and

The lingering economic
environment and the
still-depressed real
estate market are the

cutbacks in federal and state assistance. In fact the
State of California continues to balance their
budget on the backs of local government siphoning
funds at every turn. We can expect a strategically
exercised plan to redirect traditional local funding
dollars toward filling California’s budget gap.

primary reasons for the
immediate financial
woes that face most
governments today;
however, there could
be more financial woes

The magnitude and depth of the problem is, at on the horizon.

times, daunting. Yet Rocklin has proved to be up to
the challenge as we continue to make tough choices and innovatively rethink the way
we do business. We recognize that Rocklin is a living entity and will become a different
place with different needs over time. It will take a different perspective and different
abilities as Rocklin continues to reinvent itself.

The budget is balanced. We are delighted that we have not had to draw down the City’s
reserves in order to balance the budget. This is a significant achievement as cities across
America are utilizing reserves and/or tax and fee increases to balance the budget. This
budget guides the City to live within its means while considering the long-term needs of
its stakeholders, the citizens of Rocklin. Further, we are pleased that during the course
of the 2011/2012 Fiscal Year, we have been able to erase the need for in excess of
$840,000 in reserve funding ending the fiscal year in the black.

Forward Thinking: Employee compensation is the single largest expense for most local
governments. Compensation is broadly defined to include salaries, overtime, employer-
paid compensation taxes, active employee benefits, pensions and other post
employment benefits. Many government officials know from painful experience that
reducing compensation/benefits for current employees can be very difficult, time
consuming, emotional and sometimes unsuccessful. Implementing compensation
changes for future employees who are not yet hired is far less challenging, particularly
when those changes include reduction in benefits. This budget represents the beginning
of such incremental changes. It will take several years before we will realize significant
savings from prospectively changing benefits, but like a snowball rolling downhill, a
change that starts out small can pick up impressive momentum.

Areas of Budget Concentration
e Organizational Structure: Since 2007 the City has reduced its workforce by 77
FTE’s. Some via layoffs, some through attrition and some by way of early
retirement incentive programs. There are no reductions in staff contemplated
for this fiscal year. Effective workforce balance serves to increase the proportion
of workplace performance throughout the organization that directly and




materially contributes to achieving mission and vision. Re-organization has
afforded us the ability to better match resources to need and bring new ideas
and efficiencies to light.

Reprioritize existing expenditures: Community needs will shift from time to time.
Such needs often necessitate additional expenditures. But this does mean that
such expenditure must always add to the bottom line. Instead, a focus is made
on identifying an expenditure offset at the same time consideration is given to
the increased expenditure.

Technology: Technological advances will create operating savings over time.
Such saving must also recoup the initial investment in the technology.
Maintenance Budgets: Working towards making maintenance budgets
sacrosanct. Typically maintenance budgets are one of the first places to fill
budget shortfalls. This budget begins to rebuild road maintenance funds, ADA
funding and fleet/facility replacement/renewal funds. For truly an “ounce of
prevention is worth a pound of cure.”

Improving Economy: It is anticipated that in the next few years that there will be
modest growth in revenues. Because property taxes lag actual reflection in
current market conditions it is unlikely that during the next five years that the
City property tax will grow to its former level. However, sales tax is more elastic.
If there is a rebound in the economy and improved consumer spending, the City
sales tax revenue could grow more rapidly. This position is aided by the
proposed new construction of nearly one million square feet of new retail space
over the next two to five years. Therefore our revenue projections remain
modest and conservative moving forward.

Efficiencies and Smart Management: These efforts have proved to be our most
effective measure toward a balanced budget. There have been numerous
efforts, both large and small ranging from the payoff of Police and Fire CalPERS
Side Funds with an annualized savings of $545,000 to an annual savings of $500
by eliminating unnecessary association memberships.

A Look at Reserves: In Fiscal Year 2011/2012 the Rocklin City Council adopted
Key Management Practices to include the General Fund Operating Reserve, the
General Fund Disaster Contingency Reserve, the Self Insured Losses Reserve and
the Retiree’s Health Reserve. This budget meets or exceeds each reserve policy
mandates.

Underlying Budget Assumptions

Property Tax is budgeted to remain relatively flat through FY 12/13 due to the
increase in property taxes as a result of the dissolution of the Rocklin
Redevelopment Agency being offset by the drop in property taxes due to an
estimated 2% decline in assessed values for secured property values

Sales Tax based on an estimate of an overall increase of 6.3%

Property Tax in Lieu of Motor Vehicle In-Lieu decreased 2%

Revenue of $75,000 assumed for Rental Income on LED Billboards

State Supplemental Law Enforcement Services Funds assumes revenue of
$100,000



e City as Successor Agency to RDA assuming receipts of $250,000

e Utilizes $350,000 of Fleet asset replacement reserves to reduce GF impact (one
time)

e Technology Fund no longer supporting IT staff positions ($250,000 Impact on GF)

e This will be the last year of General Fund support of Lighting Maintenance
District #1 with a final transfer of $141,844

e Payoff of the Side Funds for Police ($2,651,914) and Fire (51,865,344) in FY 11/12
will save the General Fund approximately $545,000 in FY 12/13

e Retiree’s Health Benefits continues on a pay-as-you-go basis for retirees with an
additional $500,000 set aside as part of the Annual Required Contribution (ARC)

e Reduction in overall personnel cost of $650,000 ($500,000 in General Fund)

e There will be new development beginning in FY 12/13 (In particular at the Sierra
College/I-80 Interchange)

e There will be no significant increase in population

e There will be no decrease in customer service and/or levels of service

Now that the Budget is Balanced...

Like most cities our focus for the last four years has been on balancing the budget
during the most severe economic recession in decades. We have been reorganizing,
reengineering and reinventing ourselves. And frankly we are feeling pretty good about
the effort presented within this budget submittal. But it’s time we remind ourselves that
governments do not run on balanced budgets. Governments run on the skills, efforts
and dedication of its employees. A balanced budget performs no work that night of the
flooded streets, the next morning in the administrative offices, or in the afternoon when
public safety crews race to the scene of a major incident. The budget does not come to
work everyday with education, experience, creativity, dedication, and a sense of
community service. There is no “finding more efficient ways,” no “let me take on that
new challenge” in a budget document. These attributes arrive daily with employees. *
The budget is balanced because of the employees and service levels remain high
because of the employees. As your City Manager, | am proud of our employee
accomplishments and their dedication to duty for they truly are Public Servants.

Closing statement

As we forge into the next fiscal year, we hope the economic pace will quicken. Our City
continues to mature everyday and a steadfast focus on our core mission both today and
in the future is critical to our continued success.

| believe the next decade will be one of incredible creativity...the status quo will no
longer work. Innovating and making choices that were previously unthinkable will be the
only way to maintain a balance between our fiscal challenges and our responsiveness to
resident demands for service. We will emerge with a new, more efficient and more

! Select excerpts taken from “Now the Budget is Balanced, What About the Employees” Public
Management Magazine, April 2012.



transparent model of local government. It’s a long-term investment, but it’s one that we
must take.

Many individuals on staff contributed their knowledge and expertise to the
development of this budget. | wish to express my appreciation to the members of the
Senior Management Team and especially to the Office of Finance and Budget along with
a long list of support staff for their many hours of dedication, late nights and in some
cases long weekends. As always, it is through the dedicated leadership of the City
Council that the needs of the community are being addressed today and planned for in
the future.

Lastly to the whole of the employee work force, please allow me to express my most
sincere appreciation; this has been a year of change, a year of transition, a year of
preparation coupled with the anxiety of a world recession. You have been remarkable.
Respectfully,

Ricky A. Horst
City Manager
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