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Project Overview

Identify funding 
gaps between 
current 
conditions and 
desired 
conditions

Develop 
strategies in 
conjunction with 
City staff to close 
any identified 
gaps

Assist the City 
with developing 
a 20-year 
General Fund 
forecast that 
models the 
impact of the 
various fiscal 
sustainability 
strategies



Baseline 
Forecast
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Baseline Forecast Assumptions

Assumes the City continues 
current (status quo) staffing 
levels, service levels, and 
programs

Assumes no new revenue-
generating or expenditure 

reduction mechanisms

Estimated average annual 
revenue and expenditure 
growth rates based on 
historical trends and other 
known factors

Factors in a periodic 
economic cyclical pattern 

that slows future growth in 
selected years

Baseline 
Forecast
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Baseline Forecast – A Growing Structural Deficit

• Assumes deficits through 20-year forecast period.
• The baseline forecast indicates that the General Fund 

annual deficit will increase from $974,000 in FY 2024-25 
to $10.6 million by FY 2044-45.

• Assumes pension trust funding ends in 2030

• Assumes current staffing levels
• Assumes CalPERS maintains current discount rate
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Baseline Scenario: Fund Balance Forecast



Strategy and 
Feasibility 
Assessment
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Four Strategy Types

➢Maintaining service levels by increasing the resources available to pay for those 
services through new or increased revenues.

Revenue Enhancements

➢Maintaining service levels through reductions in expenditures or shifting the 
cost burden away from the General Fund. 

Expenditure Controls/Cost Shifts

➢Maintaining service levels by changing the way that services are delivered, 
either through fiscal governance practices, contracting for services or insourcing 
services from other agencies.

Service Delivery and Governance Changes

➢If the above strategy types do not yield sufficient fiscal savings to the General 
Fund, the City would need to explore service level reduction strategies in order 
to achieve fiscal sustainability.

Service Level Reductions
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Strategy Pursuit Continuum
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Low Return

High Return

Tier

Tier

Tier

Factors Tier 1 Tier 2 Tier 3

Community Support High Medium Low

Technical and 
operational ease of 
implementation

High Medium Low

Timing necessary for 
implementation

Highly 
probable to 
meet timing 
required to 
resolve the 
structural 
deficit

Less than 
moderately 
probable to 
timely 
resolve 
deficit

Unlikely to 
meet the 
timing 
required to 
resolve the 
structural 
deficit

Disruptive impact on 
service delivery

Low Medium High

Disruptive impact 
within City 
organization

Low Medium High

Overall fiscal impact

High, capable 
of resolving 
the structural 
deficit

Moderate to 
high fiscal 
impact

Low to 
moderate 
fiscal impact
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Tier 1 Strategies

➢Sales tax Add-On Measure

➢Business License Tax Rate Increase

➢Real Property Transfer Tax

➢Increase Franchise Fee Rates on Gross Receipts

Revenue Enhancement

➢Adoption of an OPEB Funding Policy

➢Adoption of a Surplus Utilization Policy

➢General Fund Reserve Balance

➢Develop an Internal Service Fund Cost Allocation and 
Reserve System

➢Public Engagement in the Budget Process

Service Delivery/Governance
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Tier 2 Strategies

➢Utilities Users Tax – Expand Covered Utilities and/or 
Increase the Tax Rate

➢Parcel Tax

➢Financing Capital Assets – Streets and Roads

Revenue Enhancement
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Tier 3 Strategies

➢Targeted Expenditure Reductions

➢Retiree Health Care Benefit

➢Shift Medical Contribution Cost to Employees

➢Increase Employee Pension Contributions

Expenditure Controls and Cost Shifts

➢Take No Action – leads to unplanned, 
uncontrolled expenditure reductions to avoid 
insolvency

Service Reduction and Eliminations



Budget 
Strategy 
Scenarios
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Strong Revenue Strategies

S C E N AR I O  1

Introduce a parcel tax

Increase business license tax rate or revise structure

Finance street and road rehabilitation

Additional ½ cent sales tax measure

Increase Franchise Fees

Increase UUT and expand to other

Real property transfer tax
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Revenues vs Expenditure

S C E N AR I O  1 :  S T R O N G  R E V E N U E  S T R AT E G I E S  C O M PAR E D  W I T H  B AS E L I N E
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Fund Balance Outlook

S C E N AR I O  1 :  S T R O N G  R E V E N U E  S T R AT E G I E S  F U N D  B AL AN C E  F O R E C AS T  C O M PAR E D  W I T H  B AS E L I N E
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New Statewide Ballot Measure November 2024

Ballot #1935 (filed as 21-0042A1) would limit the ability of 

local governments to raise revenues by:

➢Stricter rules for raising taxes, fees, assessments, and 

other charges

➢Revises state constitution for props 13, 218, and 26 – 

challenges funding sources

➢Restricts the use of fines and penalties to corporations 

and property owners that violate local environmental, 

public health, safety, fair housing and other ordinances
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Mixed Approach (Moderate Revenues with Cost Shifts)

S C E N AR I O  2

Increase employee pension contributions

Shift medical contribution cost to employees

Reduce or eliminate medical benefit for new hires

General Fund expenditure reductions $500k annually through FY30

Increase Franchise Fees

Increase UUT and expand to other

Real property transfer tax
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Revenues vs Expenditure

S C E N AR I O  2 :  M O D E R AT E  R E V E N U E S  W I T H  C O S T  S H I F T  S T R AT E G I E S  C O M PAR ED  W I T H  B AS E L I N E
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Fund Balance Outlook

S C E N AR I O  2 :  M O D E R AT E  R E V E N U E S  W I T H  C O S T  S H I F T  S T R AT E G I E S  
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Strong Operating Expenditure Reduction Strategies

S C E N AR I O  3

Increase employee pension contributions

Shift medical contribution cost to employees

Reduce or eliminate medical benefit for new 
hires

Implement other General Fund expenditure reductions as 
necessary to balance the budget



25

Revenues vs Expenditure

S C E N AR I O  3 :  S T R O N G  E X P E N D I T U R E  R E D U C T I O N  S T R AT E G I E S  C O M PAR E D  W I TH  B AS E L I N E
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Fund Balance Outlook

S C E N AR I O  3 :  S T R O N G  E X P E N D I T U R E  R E D U C T I O N  S T R AT E G I E S
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Short-Term Expenditure Reduction – Tiered Approach
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Combined Revenue Enhancement (TUT) and Expenditure Reduction 
Strategies

S C E N AR I O  4

Local Transaction and Use Tax (TUT) 
Enhancement

Implement General Fund Expenditure Reductions 
As Necessary to Balance the Budget
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Revenues vs Expenditure

S C E N AR I O  4 :  R E V E N U E  E N H AN C E M E N T  ( T U T )  AN D  E X P E N D I T U R E  R E D U C T I O N  S T R AT E G I E S
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Fund Balance Outlook

S C E N AR I O  4 :  R E V E N U E  E N H AN C E M E N T  ( T U T )  AN D  E X P E N D I T U R E  R E D U C T I O N  S T R AT E G I E S
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Long Term Expenditure Reduction Strategies

Control Personnel Costs

• Wage freeze

• Hiring freeze

• Increase part-time labor

• Reduce hours and pay

• Close facilities

• Layoffs or reductions in 
force

• Increase employee 
contributions to pensions 
or OPEB

Reduce Near-Term Capital 
Spending, Equipment Costs, 

and Annual Debt Costs

• Defer or cancel capital 
projects, maintenance, 
and/or replacement

• Defer noncapital special 
projects

• Use short term debt to pay 
for vehicles

• Reduce general fund 
support to other funds 
(reduce interfund transfers 
out)

Organizational Strategies

• Small and/or temporary 
across the board budget 
cuts

• Reorganization

• Contract or implement 
shared services model for 
select programs

Sourcing Strategies

• Outsource 

• Insource

• Divest (eliminate programs)
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Scenario Packages - Closing Thoughts

• The City Council will probably need to pick from all the Scenario Packages 
presented here to develop a budget balancing plan that is right for Pinole

• A revenue measure in November of 2024 is probably a given and work needs to 
begin right away

• Consideration of any service level expansions should be very carefully 
considered because of the City’s fiscal condition

• Work also has to begin on reducing expenditures so when vacancies occur 
consideration should be given to not refilling the position – at least until fiscal 
recovery is well underway



Other 
Recommendations
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Other Recommendations

➢Adoption of OPEB Funding Policy

➢Adoption  of Surplus Utilization Policy

➢Reduce General Fund Reserve Balance from 50% to 

25% of Operating Expenditures 

➢Develop an Internal Service Fund Cost Allocation and 

Reserve System

➢Public Engagement in the Budget Process
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Adoption of an OPEB 
Funding Policy

O T H E R  R E C O M M E N D AT I O N S

Purpose:
• Demonstrate prudent financial management 

practices;

• Promote long-term and strategic thinking;

• Provide guidance in making annual budget 
decisions;

• Reassure bond rating agencies; and

• Demonstrate to employees and the public 
how OPEB will be funded to ensure 
adequate funding for negotiated benefits.

Policy Example:

• The City will strive to maintain 
assets in the OPEB trust equal 
to 100% of the Actuarial Liability 
for OPEB through regular 
contributions to the OPEB Trust.

• The City will strive to make 
regular contributions to the 
OPEB trust to achieve this goal.

• The funds in the OPEB trust will 
be used to pay the City’s OPEB 
payments each year.

• The City will strive to contribute 
its Actuarially Determined 
Contribution (ADC) into the 
OPEB trust each year.
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Adoption of Surplus 
Utilization Policy

O T H E R  R E C O M M E N D AT I O N S Budget Surplus:

Due to a variety of factors, such 
as economic expansion, frugal 
operations, or changes to 
various projects and programs, 
the City may end a fiscal year 
with a surplus of revenues over 
expenditures, encumbrances 
and reserve commitments.  

Budget surplus funds are those 
funds that result after closing 
the City’s accounting records 
for a fiscal year.  
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Reduce General Fund Reserve 
Balance from 50% to 25%

O T H E R  R E C O M M E N D AT I O N S GFOA Recommendation:

General governments, 
regardless of size, should 
maintain unrestricted fund 
balance in their General Fund 
of no less than two months 
regular General Fund 
operating revenues or 
expenditures (17% for Pinole).

Comparison of Reserve Balance with Peer Cities
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Develop an Internal Service Fund (ISF) 
Cost Allocation and Reserve System

O T H E R  R E C O M M E N D AT I O N S

Typical Examples of ISFs:

• Insurance Reserve Fund: used to account for the City’s self-
insured general liability, uninsured claims, and workers’ 
compensation programs.

• Equipment Maintenance and Replacement Fund 
(examples): used to account for the cost of maintaining and 
replacing the City’s rolling stock fleet, 800 MHz radio system, 
parking equipment/infrastructure, and recreation and fire 
medical equipment.

• Compensated Absences Fund: used to account for the City’s 
accumulated liability for compensated absences.

• Retiree Medical Insurance Fund: used to account for the cost 
of providing post-employment health care benefits.

• Information Technology Fund: used to account for the cost of 
maintaining and replacing the City’s information technology 
(computer) systems.

GFOA Best Practice:

Utilizing ISFs allows for an 
optimal cost allocation 
across all fund sources 
based on:

•  An equitable and pre-
determined methodology;

• Control and consistency in 
service, accurate 
accounting and reporting; 

• And allows for a long-term 
outlook when planning and 
budgeting.



Next Steps
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Budget Strategy Categories

Expenditure 
controls and 

cost shifts

Service 
delivery 

alternatives

Revenue 
enhancements

Service 
level 

reductions

Maintain service levels Reduce 
services

Fiscal Sustainability Strategies
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Next Steps – November 2024 Revenue Measure

April – May 2024

Engage polling and 
public opinion firm.

Assess likely voter 
approval of various tax 
BLT and UUT tax 
measures being 
considered

June 2024

Council makes 
decision whether to 
proceed with ballot 

measure

July-August, 2024

Last date for Council to 
take actions to submit 
measure to voters for 
the November 5, 2024 
general election.

Approve any other 
administrative 
amendments to the 
ordinance.

November 5, 2024 
(or in the future)

If Council decides to 
pursue a change, it will 
go before the voters at 
the next general 
election (or a future 
election to be 
determined).

January 1, 2025

Earliest date changes to 
the BLT and UUT 
ordinance can go into 
effect. (UUT 
implementation 
typically takes longer to 
inform utilities)
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Next Steps – Fiscal Sustainability Strategies

Conduct analysis 
on budget 
strategies

Estimate fiscal 
impacts

Focus on those 
strategies with High 

or Medium fiscal 
impact

Assess feasibility 
and 

implementation 
difficulty factors

Develop budget 
scenario packages 
for consideration

Present report to 
City Council

Support Council 
deliberation and 

selection of budget 
strategies

Develop 
implementation 

action plan

Support staff in 
implementation



Questions?
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