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Introduction: 

The City of San Diego is experiencing major fiscal stress.  This chronic budget shortfall is fundamentally 
driven by increasing costs of City employee labor due to the past commitments made by prior City 
leadership.  Current economic conditions, thus lower tax revenues, make the budgetary imbalance larger and 
even more difficult to resolve.  As a result of this structural deficit, funds must be taken from fire, public 
safety, and other important core services, threatening the security and potentially decreasing the quality of 
life for San Diego’s citizens and taxpayers. 
 
It is important to note that the financial position of San Diego is similar to that of many other major 
municipalities today.  And, it is also fair to point out that the current City leadership has taken numerous 
steps to address the financial shortfall, including the imposition of salary reductions for some employees, 
lower pension benefits for certain new hires, and a reduction of employee levels in specific areas.  While 
these actions have been painful and necessary, they have not been sufficient to place the City on a sound 
financial footing. 
 
The City currently estimates that the budgetary shortfall for FY2012 is at least $73 Million.  Additionally, the 
City’s Actuary has estimated that the true costs of the Retiree Healthcare Benefits are understated by $45 
Million in the current projections. If the City desires to resolve its chronic structural budgetary imbalance, it 
must fund its known liabilities. Therefore, the projected budget shortfall for FY2012 is likely to be closer to 
$118 Million. 
 
The Citizens Fiscal Sustainability Task Force has previously reported to City leadership that the single 
largest expense is the very high cost of City employee labor, primarily driven by the excessive cost of 
employee retirement benefits.  The Task Force further pointed out that there were four approaches to 
dealing with this problem – further reductions in services provided by the City to its citizens, renegotiation 
of generous employee benefits, increases in fees and taxes paid by citizens, and the provision of services in 
more cost effective ways, such as privatization and outsourcing of City functions where appropriate.  The 
Task Force noted that Proposition C, which was passed by city voters in 2006, mandated that City 
leadership utilize managed competition to secure needed services at reduced costs.  However, this voter 
mandate has been essentially ignored by the City leadership despite its obvious financial benefit to the 
citizens of San Diego. 
 
In the context of these continuing budget shortfalls, the City Council has proposed a combination of 
operational reforms and an incremental sales tax for a period of five years.  Proposition D has been placed 
on the November 2010 ballot as a plan to temporarily increase the City’s revenue while City leadership 
implements a series of operational reforms which are intended to eliminate the chronic budgetary imbalance 
and restore the City to fiscal stability. 
 



 
 

In August, the Strategic Roundtable requested that the Citizens Fiscal Sustainability Task Force analyze 
Proposition D.  The Task Force sought to answer the following questions: 
 

1) Based on the currently available information and the current language of the ballot measure, will 
the passage of Proposition D eliminate the structural budget deficit, which includes adjusted 
pension ARC funding and full ARC Retiree Health Funding, by 2017, the year that the sales tax 
sunsets? 

2) Based on the currently available information and with additional Council action, can the passage 
of Proposition D eliminate the structural budget deficit (which includes adjusted pension ARC 
funding and full ARC Retiree Health Funding) by 2017, the year that the sales tax sunsets? 

3) Based on the currently available information, if Proposition D fails, can the structural deficit be 
eliminated without the use of deferrals and one-time shifts in FY2012? 

4) If the structural deficit cannot be eliminated without the sales tax increase, what additional plan 
should be implemented and codified by the City Council prior to the November 2010 vote? 

 
 
Analysis: 
Because this analysis is quite complex, and because the passage of Proposition D is uncertain and therefore 
City leaders cannot be assured of the additional tax revenue that it would provide, the Task Force developed 
four potential scenarios (refer to the attached spreadsheets) to assist in the evaluation: 
 

SCENARIOS REFORMS SALES TAX 
A No Reforms No Sales Tax 
B Strong Reform 

(over 73 million per year average) 
No Sales Tax 

C Weak Reform 
(under $5 million per year) 

Sales Tax goes into effect 
2nd half FY2012 

D Strong Reform.  
(over $73 million per year average) 

Sales Tax goes into effect 
2nd half FY2012 

 
 
The Task Force analysis revealed that the Proposition D language is vague and ambiguous, and this 
therefore creates a high degree of uncertainty with respect to the specific actions that may be taken by City 
leadership.  The actual impact of these actions, as well as other factors such as degree and timing, can vary 
significantly and will therefore produce materially different financial results.  Because of this difficulty, and 
in an effort to “solve for an acceptable outcome,” the Task Force elected to try to identify those 
circumstances that would be required to produce satisfactory results.  The goal of the analysis was to 
develop answers that were internally consistent and as accurate as possible based upon the information that 
was available at this time. 
 



 
 

The result of this analysis is that the Task Force believes that Scenario D (see attached spreadsheet) is the 
only one that provides for the possibility of elimination of the structural budgetary shortfall in the years after 
the expiration of the temporary sales tax increase while also eliminating the deficits in FY2013-2017.  The 
other three scenarios only hide and defer the problem, especially during the period of a tax increase, 
ultimately failing to resolve the chronic budgetary shortfall.  Once the sales tax increase expires in 2017, the 
City will continue its pattern of chronic budget imbalances and fiscal instability. 
 

1) Based on the currently available information and the current language of the ballot measure, will 
the passage of Proposition D eliminate the structural budget deficit (which includes adjusted 
ARC pension funding and full ARC Retiree Health Funding) by 2017, the year that the sales tax 
sunsets? 
a. No.  If the structural budget deficit is $118 million, as written, Proposition D creates only 

the certainty that some amount of increased sales taxes (estimated at $103 million), “shall 
be” collected, however there is no certainty that the reforms will create savings/revenue in 
the amount of at least $15 million annually nor is there any certainty that the City will not 
create additional spending or restore previously cut spending which could add to the 
structural deficit.  In order to eliminate the structural budget deficit, the City of San Diego 
will need $118 million/year in either revenue or reform and no new spending increases.  In 
its current form Proposition D does not provide a plan to eliminate the structural budget 
deficit.  The new revenue created by the sales tax will only hide/defer the presence of a large 
deficit.  This would mean that unless dramatic additional reforms were implemented in 
FY2012 – FY2017, the sales tax would sunset and the structural budget deficit could be even 
worse in FY2018. 

 
2) Based on the currently available information and with additional Council action, can the passage 

of Proposition D eliminate the structural budget deficit (which includes adjusted pension ARC 
funding and full ARC Retiree Health Funding) by 2017, the year that the sales tax sunsets? 
 
a. Yes.  If and only if the Council and the Mayor can adopt a plan/policy that guarantees 

achievement of items (i) (ii) and (iii) as listed below – before a sales tax can be collected – the 
passage of Proposition D can, under those specific conditions, eliminate the structural 
budget deficit by 2017, the year the sales tax will sunset.  Reforms referred to below are 
defined as reductions in budgeted expenditures included in the Mayor’s current five year 
budget outlook plus full ARC Retiree Health Funding. 

 
Additional Council action identified as: 

i. Reform target value average of $73 million per year (as verified by Mayor and 
Independent City Auditor).  Council to achieve a reform value target of at least $73 
million per year ($730 million over a 10-year period) before a sales tax is collected.  By 
year 2018, the reforms must provide sufficient annual savings to produce a 
fully balanced budget without any revenue from the half-cent sales tax. 

ii. Budget discipline freezes new spending at $20 million per year.  Council to agree to 
freeze annual budgeted expenditures above the Mayor’s current five-year budget 
outlook at no more than $20 million per year for five years before a sales tax is collected.  
The current five year budget outlook expenditures are to be increased to include full 
ARC Retiree Healthcare funding. 

iii. Budget discipline on future spending AND future surplus.  In the event a budget 
surplus exists in a year that the sales tax is in effect, the Council shall commit that at 



 
 

least 50% of said surplus shall go to either reserves or to pay down debt.  The 
remaining surplus may only be spent on critical infrastructure requirements or 
specific "one-time" activities that will not add to future annual budgeted 
expenditures. 

 
 
If the structural deficit is $118 million, as written, Proposition D creates only the certainty 
that some amount of increased sales taxes (estimated at $103 million) “shall be” collected. 
There is no certainty that the reforms will create savings/revenue in the amount necessary to 
eliminate the structural deficit or fund increased spending unless the Mayor and the City 
Council agree to the additional reform actions defined in items (i), (ii), and (iii) above. 
 
 

     
 
 
 

 
3) Based on the currently available information, if Proposition D fails, can the structural deficit be 

eliminated without the use of deferrals and one-time shifts in FY2012? 
a. Possibly, but unlikely.  The Mayor has advised the City Council that he is prepared to make 

dramatic cuts.  He has asked all departments to identify cuts that would save the General 
Fund up $76.7 million.  We have been unable to study the details of the cuts or whether the 
cuts will eventuate. However, we can say that $76.7 million in cuts will reduce the size of the 
structural deficit but not eliminate it if the Retiree Healthcare liability is included in the 
budget deficit calculation.  In addition, others have offered plans to address the budget crisis. 
We have heard statements by individuals that propose alternative strategies to deal with the 
budget deficit. We understand that a number of ideas have been presented that include 
reducing employee pension costs and cutting waste.  We have also heard of plans that 
include new legal strategies that may address the internal high unit cost of labor at the City of 
San Diego. Unfortunately, at the time of this report, we have seen no fully-vetted plan that 
has been taken through a process of public scrutiny or has been reviewed by actuaries or 
independent financial experts.  
 
It is possible that the Council can exercise the will to pass strong reforms even if Proposition 
D fails.  However, we have answered the question with skepticism as recent history has 
demonstrated that significant structural change comes very hard for the current leaders of 
the City. We are unaware of any plan from the Mayor or Council that communicates how 
the City will address the entire structural deficit if Proposition D fails without using one-time 
solutions or deferrals. 
 
 



 
 

 
 
 
 
 
 

 
4) If the structural deficit cannot be eliminated without the sales tax increase, what additional plan 

should be implemented and codified by the City Council prior to the November 2010 vote? 
a. Publishing a detailed plan that lays out exactly what happens if Proposition D fails is the 

responsible thing for the City of San Diego to do.  Voters deserve to know what they are 
voting for as well as what they are voting against.  The Mayor has asked all departments in 
the city to identify $76.7 million in cuts.  We have been unable to study whether or not the 
cuts will eventuate or the details of the cuts, however we can say that $76.7 million in cuts 
will reduce the size of the structural deficit but not eliminate it (if the Retiree Healthcare 
liability is included in the budget deficit calculation). 
 
There seems to be a number of interesting ideas being debated; however, the data seems 
anecdotal and not refined into a functional plan.  It would be in the best interest of the City 
to use the Budget Committee in conjunction with the Mayor’s office to immediately 
undertake the responsibility for producing at least two plans for the citizens of San Diego to 
review. 
 
i. One plan we would expect to be heavily “cut” driven. 
ii. Another plan should be based on newer and more innovative ideas that may go as 

far as dramatically restructuring the way the City of San Diego works and functions. 
No reasonable idea should be dismissed without a full vetting. 
 
The high unit cost of labor will continue to require extensive cuts in service and 
must be addressed in a straightforward manner whether Proposition D passes or 
fails. One of the plans needs to identify a quantifiable way to significantly get the all-
in labor and benefit cost structure more in line with what private sector employers 
are providing their workforce in the rest of the City of San Diego. 

 
It would be a great public service to have the plans available for public scrutiny before the 
November election. 

 
 



 
 

Conclusion: 
In summary, the financial condition of the City of San Diego is dire, and the analysis of the Task Force shows 
that a combination of reforms, service reductions, or tax increases averaging close to $190M a year will be 
required in order to bring the City budget into structural balance.   The temporary sales tax increase only 
provides a little more than half of this funding, meaning that the balance MUST be provided from a combination 
of reforms and service reductions.  Further, in order for this to be successful, current and future City leaders 
must be committed to making additional operating reforms, such as outsourcing or privatization of non-public-
safety-related City services, employee benefit realignment or reductions, or additional service reductions to offset 
the impact of the sunset of the temporary sales tax increase.  
  
Proposition D as written does not provide enough certainty that the structural deficit will be eliminated by the 
time the sales tax sunsets without additional Council action.  Of the four scenarios the Task Force studied (see 
attached spreadsheets), Scenario D, namely a mandate/ordinance to follow three new enforceable budget 
principles, may be a plan of action which provides for the reasonable possibility of the elimination of the 
structural budget deficit in the years after the expiration of the temporary sales tax increase. 
  
The Council must:  
1) Enact strong operational reforms that produce a minimum of $73 Million of annualized cost 
reductions, as verified by the Mayor and Independent City Auditor. 
2) Implement a spending freeze that permits no more than $20 million per year of critical services 
restorations above the levels contemplated in the current plan.  
3) Adopt budget discipline which ensures that, in the event of any future budget surpluses, a minimum 
of 50% of the surplus will be utilized for expenditures on critical infrastructure requirements or 
important one-time expenditures that do not impact future budget year expense run rates.  
 
These three principles should be codified by the City Council and Mayor prior to the November 2010 
vote on Proposition D.   The failure of City leadership to take these actions could easily lead to the 
majority of San Diego voters refusing to approve Proposition D. 
  
Without the implementation of immediate and strong reforms along with dramatic spending discipline, even with 
a temporary sales tax increase, the City will continue its pattern of chronic budget imbalances and fiscal 
instability. 
  
Proposition D is only part of the solution.  The sales tax increase only works with strong structural reform AND 
spending holds; weak reform will not suffice and should be rejected.  As the Task Force analysis has shown, 
strong reform alone, even if valued at $73 million per year, will still produce deficits until 2018 unless a new plan 
is put in place to eliminate the structural deficit in the years 2012-2017.  To-date, the Task Force has not seen a 
plan that eliminates the structural deficit with hard and fast reforms alone. 
  
Proposition D should not be seen as the end of reform.  Much work will still remain. Proposition D should be 
seen as a temporary “bridge” to fiscal balance since structural reform takes time to produce positive fiscal 
results.  When the bridge is removed (the sales tax increase sunsets), the City’s budget must be structurally sound 
in order to balance without extending the sales tax.  
  
The Task Force would like to acknowledge the cooperation and assistance that it received from all who helped 
us with our research  Further, the Task Force would like to reiterate that the analysis contains assumptions and 
estimates that it believes are appropriate and relevant; however, numerous variables such as the ambiguities of 
the requirements for reforms contained within the language of Proposition D, as well as the timing and outcome 
of negotiations that must occur in the future, cannot be specifically quantified at this time. 

 



Scenario A:   No Reforms.  No Sales Tax.

TASK FORCE REFORM IMPACT ESTIMATE 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Estimate Estimate Estimate Estimate Estimate Estimate

 Total Forecasted Budgeted Revenue  1,092 1,074 1,108 1,134 1,170 1,202 1,236 1,271 1,308 1,360 1,414
Total Forecasted Budgeted Expenses 1,092 1,146 1,170 1,204 1,218 1,225 1,240 1,255 1,271 1,322 1,375

1 ‐ Projected (Deficit) Surplus (MayorOffDataThru2015) $0 ($73) ($63) ($70) ($48) ($22) ($3) $16 $37 $38 $40

OPEB (Funding in excess of $25mil in Mayor's budget) ) (45) (47) (49) (50) (51) (52) (52) (54) (56) (58)

Addl Adjusted OPEB Plus Addl Arc Funding (6) (10) (13) (17) (20) (22) (25) (26) (27)

Total  (45) (53) (59) (63) (68) (72) (74) (79) (82) (85)

2 ‐ Projected (Deficit) Surplus (Mayor's Outlook + Revised Amt) $0 ($118) ($115) ($129) ($111) ($90) ($75) ($58) ($42) ($44) ($45)

*amounts may not add due to rounding *
If this analysis proves to be accurate, using the Mayor's estimates, without massive structural changes, the City will not have eliminated the structural deficit by 2018.

To avert this continued deficit the city must take several steps by January 2011
1. Make significant structural changes to the size of the city workforce
2. The City must identify and commit to freezing  any Add‐Back spending in 2012 and beyond until structural balance is met.
3. The base budget must be dramatically reduced.
4. Every option must be placed on the table and an immediate Fiscal Emergency must be implemented which freezes spending throughout the General Fund.
5. The City must become a much smaller enterprise.
6. Selected Enterprise Funds would have to be restructured so they can pay a larger share of public safety service.  
7. Selected Enterprise Funds  will need to be eliminated entirely and outsourced with revenues going to the General Fund.
8. New legal strategies will need to be visited that seek to dramatically reduce benefit costs.
9. Additional reform measures should continue to be pursued since there is no guarantee of future revenue reductions/increases.   

Caveats
Revenue growth is 4% in the years after 2012
Includes additional adjusted ARC payments above base budget
Retiree Health is fully funded
Managed Comp reform must be implemented immediately.
No added expenditures will be allowed without offsetting cuts/ reforms to balance the 2012 budget.  



Scenario B:  Strong Reform (over 73 million per year average).  No Sales Tax.

TASK FORCE REFORM IMPACT ESTIMATE 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Estimate Estimate Estimate Estimate Estimate Estimate

 Total Forecasted Budgeted Revenue  1,092 1,074 1,108 1,134 1,170 1,202 1,236 1,271 1,308 1,360 1,414
Total Forecasted Budgeted Expenses 1,092 1,146 1,170 1,204 1,218 1,225 1,240 1,255 1,271 1,322 1,375

1 ‐ Projected (Deficit) Surplus (MayorOffDataThru2015) $0 ($73) ($63) ($70) ($48) ($22) ($3) $16 $37 $38 $40

OPEB (Funding in excess of $25mil in Mayor's budget) ) (45) (47) (49) (50) (51) (52) (52) (54) (56) (58)

Addl Adjusted OPEB Plus Addl Arc Funding (6) (10) (13) (17) (20) (22) (25) (26) (27)

Total  (45) (53) (59) (63) (68) (72) (74) (79) (82) (85)

2 ‐ Projected (Deficit) Surplus (Mayor's Outlook + Revised Amt) $0 ($118) ($115) ($129) ($111) ($90) ($75) ($58) ($42) ($44) ($45)

Potential Reform Total 31 56 71 74 77 80 83 87 91 95
3 ‐ Projected Deficit After Reforms (Projected Deficit/Surplus plus 
Potential Reform) ($87) ($59) ($58) ($37) ($13) $5 $25 $44 $47 $49

Add‐Back Subtotal (Some Service Restoration) 20 20 21 22 23 24 25 26 27 28
4 ‐ Proj Deficit incl additional costs expected and Prior Year Reform 
Savings Less Add‐Back ($107) ($80) ($79) ($59) ($36) ($19) $1 $19 $20 $21

*amounts may not add due to rounding*

If this analysis proves to be accurate, using the Mayor's estimates, the City will  have eliminated the structural deficit by 2018, but not without the use of " one‐time's" or deferrals.  
It is not acceptable to have 6 more years of structural budget deficit.
It is unclear how the City could manage its cash flow with 6 years of structural budget deficits.

To avert this continued deficit the city must take several steps by November 2010
1 Reforms would have to happen very quickly and achieve an average value of $130 $140 million per year (2012 2018)1. Reforms would have to happen very quickly and achieve an average value of $130‐$140 million per year (2012‐2018)
2. The City cannot afford any service restoration and must commit to freezing  any Add‐Back spending for service restoration.
3. The  base budget will have to be dramatically reduced.
4. The City will have to immediately identify new revenue or new cuts
5. The City will have to dramatically restructure itself into a much smaller enterprise.
6. Selected Enterprise Funds would have to be restructured so they can pay a larger share of public safety service.  
7. Selected Enterprise Funds  will need to be eliminated entirely and outsourced with revenues going to the General Fund.
8. New legal strategies will need to be visited that seek to dramatically reduce benefit costs.
9. Additional reform measures should continue to be pursued since there is no guarantee of future revenue reductions/increases.   

Caveats
Revenue growth is 4% in the years after 2012
Includes additional adjusted ARC payments above base budget
Retiree Health is fully funded
100% of the annual Managed Comp savings will need to be  realized in 2012
The Outsourcing reforms are realized in 2013.
No added expenditures will be allowed without offsetting cuts/ reforms to balance the 2012 budget.  



Scenario C:  Weak Reform (under $5 million per year).  Sales Tax goes into effect FY2012.

TASK FORCE REFORM IMPACT ESTIMATE 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Estimate Estimate Estimate Estimate Estimate Estimate

 Total Forecasted Budgeted Revenue  1,092 1,074 1,108 1,134 1,170 1,202 1,236 1,271 1,308 1,360 1,414
Total Forecasted Budgeted Expenses 1,092 1,146 1,170 1,204 1,218 1,225 1,240 1,255 1,271 1,322 1,375

1 ‐ Projected (Deficit) Surplus (MayorOffDataThru2015) $0 ($73) ($63) ($70) ($48) ($22) ($3) $16 $37 $38 $40

OPEB (Funding in excess of $25mil in Mayor's budget) ) (45) (47) (49) (50) (51) (52) (52) (54) (56) (58)

Addl Adjusted OPEB Plus Addl Arc Funding (6) (10) (13) (17) (20) (22) (25) (26) (27)

Total  (45) (53) (59) (63) (68) (72) (74) (79) (82) (85)

2 ‐ Projected (Deficit) Surplus (Mayor's Outlook + Revised Amt) $0 ($118) ($115) ($129) ($111) ($90) ($75) ($58) ($42) ($44) ($45)

Potential Reform Total 5 5 6 6 6 6 7 7 7 8
3 ‐ Projected Deficit After Reforms (Projected Deficit/Surplus plus 
Potential Reform) ($113) ($110) ($123) ($105) ($84) ($69) ($51) ($35) ($37) ($38)

Add‐Back Subtotal (Some Service Restoration grow 4% per yr) 20 20 21 22 23 24 25 26 27 28
4 ‐ Proj Deficit incl additional costs expected and Prior Year Reform 
Savings Less Add‐Back ($133) ($130) ($145) ($127) ($107) ($92) ($76) ($61) ($63) ($66)

Proposed Tax Increase 50 103 105 107 109 56
5 ‐ Proj Surplus (Deficit) incl additional costs expected ($83) ($27) ($40) ($20) $3 ($37) ($76) ($61) ($63) ($66)

*amounts may not add due to rounding *
If this analysis proves to be accurate, using the Mayor's estimates, the City will not have eliminated the structural deficit by 2018, the year after the tax expires

To avert this continued deficit the city must take  a number of steps by November 2010
1. New reforms would have to dramatically increase very quickly from $5 million to an average value of $80‐90 million per year
2. The City cannot afford any service restoration and must commit to freezing  any Add‐Back spending for service restoration.
3. The  base budget will have to be dramatically reduced.
4. The City will have to immediately identify new revenue, new reforms and/ or new cuts
5. The City will have to dramatically restructure itself into a much smaller enterprise.
6. Selected Enterprise Funds would have to be restructured so they can pay a larger share of public safety service.  
7. Selected Enterprise Funds  will need to be eliminated entirely and outsourced with revenues going to the General Fund.
8. New legal strategies will need to be visited that seek to dramatically reduce benefit costs.
9. Additional reform measures should continue to be pursued since there is no guarantee of future revenue reductions/increases.   

Caveats
Revenue growth is 4% in the years after 2012
Includes additional adjusted ARC payments above base budget
Retiree Health is fully funded
100% of the annual Managed Comp savings will need to be  realized in 2012
The Outsourcing reforms are realized in 2013.
If the analysis is accurate, after receiving 6 months of tax revenue, the city will still need an additional $88 million in either cuts or additional revenue
No added expenditures will be allowed without offsetting cuts/ reforms to balance the 2012 budget.  



Scenario D:  Strong Reform (over $73 million per year average).  Sales Tax goes into effect FY2012.

TASK FORCE REFORM IMPACT ESTIMATE 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Estimate Estimate Estimate Estimate Estimate Estimate

 Total Forecasted Budgeted Revenue  1,092 1,074 1,108 1,134 1,170 1,202 1,236 1,271 1,308 1,360 1,414
Total Forecasted Budgeted Expenses 1,092 1,146 1,170 1,204 1,218 1,225 1,240 1,255 1,271 1,322 1,375

1 ‐ Projected (Deficit) Surplus (MayorOffDataThru2015) $0 ($73) ($63) ($70) ($48) ($22) ($3) $16 $37 $38 $40

OPEB (Funding in excess of $25mil in Mayor's budget)  (45) (47) (49) (50) (51) (52) (52) (54) (56) (58)

Addl Adjusted OPEB Plus Addl Arc Funding (6) (10) (13) (17) (20) (22) (25) (26) (27)

Total  (45) (53) (59) (63) (68) (72) (74) (79) (82) (85)

2 ‐ Projected (Deficit) Surplus (Mayor's Outlook + Revised Amt) $0 ($118) ($115) ($129) ($111) ($90) ($75) ($58) ($42) ($44) ($45)

Potential Reform Total 31 56 71 74 77 81 85 88 92 96
3 ‐ Projected Deficit After Reforms (Projected Deficit/Surplus plus 
Potential Reform) ($87) ($59) ($58) ($37) ($13) $6 $27 $46 $48 $51

Add‐Back Subtotal (Some Service Restoration) 20 20 21 22 23 24 25 26 27 28
4 ‐ Proj Deficit incl additional costs expected and Prior Year Reform 
Savings Less Add‐Back ($107) ($80) ($79) ($59) ($36) ($17) $2 $20 $21 $23

Proposed Tax Increase 50 103 105 107 109 56
5 ‐ Proj Surplus (Deficit) incl additional costs expected ($57) $23 $26 $48 $73 $38 $2 $20 $21 $23

* amounts may not add due to rounding *
If this analysis proves to be accurate, using the Mayor's estimates, the City will have eliminated the structural deficit by 2018 one year after the sales tax expires

This analysis is contingent on the Council passing an ordinance or other enforceable action that guarantees the following:

1. The target value of the 10 reforms must average $73 million per year ($730 million over a 10 year period) before a sales tax can be collected.
2 Th Ci id if d i f i Add B k di f 2012 2018 h $20 illi2. The City must identify and commit to freezing  any Add‐Back spending from 2012‐2018 to not more than $20 million .
3. The Council can add no spending increases to the base budget other than the current proposed escalators.
4. The Council must commit that any surplus must be spent for reserves or to pay down debt (at least 50%) and that the balance be restricted to one‐time spending that can not impact future budgets.
5. The Council action must be codified prior to the November election.
6. Additional reform measures should continue to be pursued since there is no guarantee of future revenue reductions/increases.   
7. The $57 million deficit in FY2012 can be resolved by earlier collection of the sales tax and/or aggressive acceleration of the reforms in 2012

Caveats
Revenue growth is estimated at 4% in the years after 2012
Includes additional adjusted ARC payments above base budget
50% of the annual Managed Comp savings are realized in 2012, (this is $50 million in services that go through managed comp in 2012).  
The Outsourcing reforms are realized in 2013.
If the sales tax is collected for more than 6 months in 2012, the 2012 deficit will drop however the 2017 surplus will be reduced by the like amount.
If the analysis is accurate , after receiving 6 months of tax revenue, the city will still need an additional $57 million in either cuts or additional revenue to balance in 2012.
After 2012, the City can be on the path towards structural fiscal sustainability.
As a matter of new budget discipline, no added expenditures will be allowed without offsetting cuts/ reforms to balance any future budget.  



Basis for Estimates Related to Reforms in Scenarios B & D

  Reform 2: Managed Comp estimated to relate to $100 million in the first 2 fiscal years,( $200 million in the remaining years), of the General Fund costs 
and given there is 10% minimum stated as the savings goal, we used 10% as the savings potential. Since the related costs increase in budget we used a 
2% escalator for future periods.

  Reform 4: Cost Savings on landfill outsourcing (although we have not attempted to quantify or include the disposition of reserves, it may be possible that 
half of the remediation reserves could come back to General Fund if proposed outsourced landfill assumes half of the remediation liability.)

  Reform 6: Relates to the 95% of General Fund employees so we made the amount 19 times the amount of Reform 1 which covered 5% of the General 
Fund employees. Wages are flat in budget, so no escalator was used for future periods.

  Reform 7: Budget has $40 Million for General Fund OPEB of which an estimated $23 Million is PAYGO for current retiree benefit payments and $17 
Million to help fund future cost growth or the unfunded obligation. Savings put in our draft model reflects a potential benefit freeze for future retirees.  No 
impact on PAYGO amount. Mayor's budget includes funding $25million of the $70million OPEB 2012 Actuarial Funding that would be required to cover 
current year costs.  Freeze estimated to reduce the $70 million ARC by 50% so Reform benefit based on Mayor's budget funding of $25 million of the ARC 
for OPEB is 50% therefore $12.5million then 5% annual growth later

  Reform 8: Data Processing outsourcing 20% reduction on an estimated $40 Million of DP costs discussed. The General Fund will see a potion of the $8 
million in savings.

  Reform 10: Impact of lower ARC based on employees choosing 401k over defined benefit plan. Predicted savings will only impact the portion on ARC 
funding that deals with the substantially equal normal cost.  The normal cost paid by the City in 2010 was $64 million.  We applied the voluntary 401k plan 
savings to a percentage of the $64 million only. Our assumption assumes 15% of the workforce will take the new voluntary 401k plan.

  Sales Taxes: Sales Tax growth is projected at 2% per year after 2013
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