




























2010-11 2011-12 

General Fund Budget Gap $(6,256,375) S(6,546,774) 

Actions to-Date 

Increase Recreation Fees 470,000 470,000 

Labor Concessions 953,000 953,000 

Reduce Staffing 1,280,000 1,470,000 

Hold Vacancies 450,000 500,000 

Reduce Expenditures: 

General Operating 577,281 577,281 

Program Costs 97,505 97,505 

Fixed Charges 498,528 498,528 

Library Hours Reduced 53,100 53,100 

Transfers 193,165 193,165 

Capital 950,000 950,000 

Total $5,522,579 $5,762,579 

From Fund Balance $(733,796) $(784,195) 

In order to reach this point it has required painful and wide-ranging reductions. In 
accordance with the feedback received from the community and from employees during 
budget priority forums, we have focused on core services, eliminating all discretionary 
funds in the City's budget. A total of 22 vacant positions have been permanently 
eliminated. 

Clearly, using reserves is a last resort. The budget may have been adopted on time, but the 
work to close the gap between revenues and expenses is not complete. Future actions to 
help realign expenses will likely include: 

• Comprehensive Recreation Fee Study 

• Detailed Update of All Other Fees 

• Potential Consolidation of Departments 

• Identify Opportunities for Shared Services 

• Hold Additional Vacancies as Necessary 
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Staffing History 
Ave Growth Total 

1975 1985 2008 per Year Growth 2011 Decrease 

Full-time Staff 445 452 554 0.74% 24.5% 532 (22) 

Police - Sworn 87 100 115 0.98% 32.2% 113 (2) 
-Total 107 113 144 1.05% 34.6% 141 (3) 

Fire - Sworn 80 75 69 -0.42% -13.8% 68 (1 ) 
-Total 84 77 74 -0.36% -11.9% 72 (2) 

Population 72,500 82,372 106,361 1.42% 46.7% 108,383 

Employees per 
1,000 Residents 6.14 5.49 5.21 4.91 (0.30) 

* Includes Daly City & NSMCSD 

Budget Purpose 

Daly City is a full-service city, providing police, fire, library, parks and recreation services 
to our citizens, along with water and sewer utilities, as well as the other administrative and 
ministerial duties of city government. As explained below, and illustrated throughout this 
document, the budget provides a comprehensive financial framework for all City activities 
during fiscal years 2011 and 2012. 

The budget is meant to serve the following four major purposes: 

1.	 To define Policy, as outlined by the City Council. 

2.	 To serve as an Operating Guide for management to aid in the control of financial 
resources, while complying with State requirements for General Law Cities and 
Generally Accepted Accounting Principles for Government. 

3.	 To present the City's Financial Plan for the two fiscal years, showing 
appropriations and projected revenues by which the appropriations are funded. 

4.	 To serve as a Corrununications Document for the Citizens of Daly City who wish 
to understand how the City operates and the methods used to finance those 
operations. 

Budget Organization 

The budget contains four major parts: 

•	 Summary Statements - provide an overall picture of the financial status of the City. 
Included here are projected available fund balances and revenues and expenditures 
by fund. One year of actual results, estimates for the current year, and the next two 
fiscal year's budgets are presented. This allows the reader to compare, on a 
historical basis, the financial results of the City's funds. 
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•	 Department Budgets - present the budget selectively detailed by operating unit. 
Two years of actual results, estimates for the current year, and budgets for the next 
two fiscal years are presented, first on a department-wide basis if there are multiple 
programs. The department's programs are described, goals and objectives are set 
forth, how the programs support city-wide priorities is described, and performance 
measures are presented. Each department program budget is then shown 
separately. Finally, a listing of staff by budgetary unit is provided. 

Each Budget Narrative is intended to answer the following three questions. 

1.	 How do the programs in each department support the City-wide priorities as 
well as other established goals? 

2.	 What objectives need to be met to consider this a success? 

3.	 What performance/workload/output measures will be used to determine success 
or identify opportunities for improvement? 

•	 Capital Projects - are presented by fund. A summary of each individual project is 
shown. It includes a history of expenditures, upcoming budget and five-year plan. 
Individual project narratives are presented in a separate Capital Projects budget 
document. 

•	 TechnicaVStatistical - presents twenty-year historical and forecast information 
about the City's finances. It also contains a glossary of terms to aid the reader in 
understanding the budget document. 

The Mission of Our City Government 

The following Mission Statement expresses the philosophy behind the City's budgetary 
policies. The budget and the budgetary process are a means to an end. The budget is the 
financial guide which documents how we intend to allocate the City's scarce resources to 
accomplish our mission of being a full-service city. The budgetary process brings together 
the City Council, city management and citizens to discuss issues, set and modify policy 
and develop a plan for implementation. 

CITY OF DALY CITY MISSION STATEMENT 

The City of Daly City is committed to addressing the diverse and changing needs of 
residents, businesses, and employees. It will accomplish its mission through the 
efficient delivery of quality municipal services provided with a human touch. 

To this end, the City will strive to: 

•	 Assure the safety and general well being of the community 

•	 Preserve, improve, and develop the physical and aesthetic aspects of the 
community 

•	 Encourage the economic health, balance, and stability of the community 

•	 Provide recreational, cultural, social, and educational opportunities for
 
residents to enhance their quality of life
 

•	 Develop and maintain a highly capable work force 
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Revenue Projections and Assumptions 

Although Daly City is the largest community in San Mateo County with a population of 
108,383, there are built-in difficulties with revenue projection. Cities of average size do 
not have enough diversity to cause their revenues to follow regional trends closely enough 
to allow revenue projections to be as accurate as one might like. Much reliance must be 
placed on the County and State governments, which are responsible for assessing and 
collecting most of our revenues. Given this situation, our methodology relies on historical 
data combined with a general sense of the economic status of the local community to help 
predict future revenues. When combined with County and State data and regional and 
national trends, we normally produce a reasonably good picture of the near future. 

Property Tax 

The major revenue source available to the General Fund is property tax. Property tax is 
collected by the County and distributed to the City based upon a formula determined by 
State law. With the imposition in 1978 of property tax limits through state Proposition 13, 
taxes were limited to $1 per $100 of assessed valuation. This $1 was split among cities, 
schools and counties in a ratio in proportion to the amounts of taxes collected before 
Proposition 13 was passed. Daly City receives an average of 20.5 cents of each $1 
collected. Property tax revenues increase when 1) property is transferred to a new owner 
and is revalued at the current sales price, plus 2) a two percent annual increase on existing 
property so long as increases in the state-wide growth index is at least equal to two percent. 

Secured Property Tax
 

12.0% 

7.0% 

2.0% 

-8.0%-4-­

2,000 

8,000 -"-­

16,000 

6,000 t 
4,000 

14,000 

03 04 05 06 07 08 09 10 11 12 

i 
!! 
I:) 

'if( 

00 01 02 

Daly City has no control over the amount of property tax revenues it receives. However, 
we can budget relatively accurately based on the County estimates of changes in assessed 
valuation. For the first time total assessed value actually decreased. Fiscal 2010 saw an 
overall adjustment in assessed values for certain residential properties in San Mateo 
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County. The Assessor's Office compared all residential property sales that took place 
from 2002 to 2008. If the sales price of a property was greater than the current sales price 
for a similar property in January 2009, the assessed value was written down to match. 

This overall revaluation along with the overall decline in property values took us from a 
budgeted 5.5% increase in secured property tax to a 4.7% decline. We do not anticipate 
any significant growth in this revenue source over the next two fiscal years. 

Sales Tax 

Sales tax is a difficult revenue to budget, and has been further complicated by the State 
"Triple Flip" which swapped sales tax from the cities to the State. The State was then to 
back-fill local revenues to the level they would have been had there been no swap. 
Unfortunately, the State's revenue estimates were flawed in fiscal 2009, producing too 
much back-fill. In fiscal 2010, the State reversed that mistake, causing total sales tax 
revenues to decline at a much greater rate than the amounts actually generated. 

All this leaves us with what appears to be a high level of growth in fiscal 2011. In fact, 
after allowing for the misallocation of revenues by the State, sales tax is budgeted to 
increase by only 1.5% in fiscal 2011, followed by a bit more growth in 2012 at 2.5%. 
These estimates are based on the assumption that consumers have more or less 
permanently changed their purchasing and saving habits as a result of the recession. 
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Utility Users Tax 

Because the usage of gas, electricity, telephone and cable television service is relatively 
stable and increases are mainly dependent on population and rate changes, this revenue 
source is normally more predictable than some. The growth rate has been quite high in the 
past as the influence of cellular services and the proliferation of various long distance 
carriers has continued. 

With the increase in the number of vacant residential units due to the housing bubble 
exploding we have seen the first overall decrease in this revenue source since 2002 when 
the tech bubble burst. Even cellular tax revenues have declined; an indication of the 
dramatic and far-reaching impact of this very deep and wide recession. 

Utility Users Tax
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General Fund Sources and Uses 

Revenue sources and expenditure categories for the General Fund appear below. It is 
interesting to note that 58 percent of the General Fund budget goes for police and fire 
services, which is greater than property tax, at only 33 percent. This relationship is not 
atypical for California cities since the adoption of Proposition 13, which capped property 
tax rates at one percent of current valuation. 

General Fund Revenues 
2010-11 Budget 
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It has been necessary to find other revenue sources to fund basic services like police and 
fire, since the traditional method of funding by adjusting the property tax rate is not 
available to California cities. Greater reliance is placed on user fees and local taxes, such 
as the utility users tax, which can be controlled at a local level. 
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Major Accomplishments 

Planning and Economic Development 

The City, in conjunction with the Planning Commission, City Council, and the community, 
has initiated a comprehensive update of its General Plan. In addition to fulfilling a State 
mandate, the General Plan serves as a statement of the community's vision and aspirations 
for the existing and future environment. Once adopted, the Planning Commission and City 
Council will use the updated General Plan as a tool for managing physical change in Daly 
City, while providing a rational and reasonable basis for making land use decisions. 

Civic Engagement 

Several new venues were made available for increased interaction with our citizenry. 
Technology that allows the City staff to prepare and process City Council agenda items 
also allows for posting of agendas and staff reports on the web site. This lets everyone see 
the items that the Council will be considering at their meetings and read the background in 
advance. Streaming video is available in real time, and after meetings is linked to the 
written agenda for easy reference. 

The City's web site has also undergone a complete makeover. A web content management 
system was implemented that allows each department to easily modify web pages that they 
are now independently responsible for. With standardized formatting throughout and 
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automatic reminders to update content, the process of communicating has been improved 
from end to end. 

As an outgrowth of the budget process, civic engagement forums were held throughout the 
community. These meetings were successful in validating the values, needs and priorities 
of our residents. Along with the Citizens Academy, which will continue in the fall, such 
forums have proven to be an invaluable tool for interacting and exchanging information 
and ideas with the community we serve. 

Recycling 

The improvements to the recycling program are now fully in place. Single-stream 
recycling was implemented throughout the City for both residents and businesses. Three 
containers, one for garbage, one for single stream recycling and one for yard waste, are 
now collected weekly from residences. Separate wet waste recycling for restaurants was 
initiated. The Building Division continues to enforce the comprehensive construction and 
demolition recycling ordinance which is removing a substantial amount of material from 
the waste stream. The result is that Daly City produces only 2.8 pounds of waste per 
resident per day. This compares very favorably with the state-wide average of 4.5 pounds 
per resident per day, and is much lower than most other cities in San Mateo County. 

Redevelopment 

Completion of ajoint multi-family housing project with Habitat for Humanity will produce 
Habitat's largest affordable housing development to date in the San Francisco Bay Area. 
With land and predevelopment funding provided by the Daly City Redevelopment Agency, 
a four-story, $15 million affordable housing condominium development will enable 36 
families to realize homeownership. 

Effectiveness and Efficiencies 

A replacement for the City'S proprietary land management software was installed and 
brought on line. Featuring many new enhancements to allow better management of the 
planning, building and code enforcement processes, it will provide much more and more 
useful information to City staff with less time and effort. 

A Paperless Purchasing process has also finally been implemented. No longer must paper 
requisitions and supporting documents be processed manually. Now all requisitions and 
documents are routed electronically via a workflow process that helps insure that 
everything gets processed on time and with considerably less paper waste. 

Major Challenges 

The economy and the recovery, when it finally arrives, will dominate our focus for the next 
few years. Creating a sustainable organization instead of just reacting to the financial 
crisis by making short-term cuts will be the major priority and an enormous challenge for 
the entire City. 

Learning to concentrate on core services is the most important challenge we face to 
respond effectively to the new economic reality. Collectively we will be working toward 
establishing a permanent solution to what looks to be a long-term reduction in resources 
available to provide municipal services. The management challenge will be to use this 
opportunity to be certain that we are performing our core services efficiently and 
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effectively, while evaluating, consolidating, reorganizing and eliminating where possible. 
Spending limited resources on those activities of highest value to the community is where 
the organization's efforts will be applied as we go forward. 

Capital Improvement Program 

The City of Daly City Capital Improvement Budget for fiscal years 2011 and 2012 
provides funding for 133 separate capital projects. These involve acquisition of new 
equipment, construction of new facilities, repair and renovation of existing facilities and 
design work for projects planned in the future. Capital expenditures totaling over $42 
million are planned over the next two years. There are no significant nonroutine capital 
expenditures planned over the next two years. 

The chart below shows capital expenditures over the past six years along with the next 
two-year budget. With the completion of a number of major building projects in the past 
few years activity in the Major Facilities account is limited to the City's share of the cost 
of a new joint-use swimming pool being constructed by the Jefferson Union High School 
District. The availability of funds in the Water Fund and the need to cover the $5.5 million 
cost of the Reservoir 2B replacement in 2009 resulted in less than typical capital 
expenditures in the Water Fund in 2010. 

Annual Capital Expenditures 
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$17,619,072 $14,148,2571$11,065,138 $30,203,701 $12,362,569 

Capital outlays are made from the following City funds: 

Gas Tax Fund 17 

Revenues to this Fund come from the State of California as the City's share of Gasoline Tax, 
that portion of sales tax (one-half cent) earmarked for transportation projects and federal and 
state transportation grants. Monies are also provided from developers involved in new 
construction in Daly City. All revenues are restricted for use on street maintenance and 
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