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A near empty Fourth Street ratail district which is usualtly bustling during this tunch hour is seen on Thursday, May 7,
2020, in Berkeley, Calif.
Fhigto: Ltiz Hafalia 7 The Chrenicle

The ecoriotiic fallout from the coromavirus pandentic is leaving deep scars oii the
budgets of Bay Area cities.

While thie newest round of Healthi orders that took ettect last week across much ot thie
regiott tetaxed restrictions for soie businesses, ettotts to stop the spread of the virus by

https://www.sfchronicle.com/bayarea/article/Bay-Area-cities-face-grim-financial-outlook-amid-15259394.php. 112



7/17/2020 Bay Area cities face grim financial outlook amid budget slashing. Here’s what they are planning to cut - SFChronicle.com

Coronavirus Local Food Election Sporting Green Biz+Tech Culture Desk Datebook US & World

tourism and other funding sources. ThHat Has forced cities to confront difficult, complex
spending chlicices while dealing with a still-untslding pandemic as pressute moufits to
reopen.

Muost city officials aren’t yet ready to say publicly just how deeply they il need to cut. But
itost said they re alteady contemplating hiring treezes and shunting money away trom
nonessential capital projects to make up for the losses.

But while miost city budgets are in bad shape, the ettects woir't be telt equally.

i1 the mionths aliead, the downturnn wilt exacerbate divisions between latge cities and
sinatl, and between thie poor and the prosperous, creating what could be a more
balkanized region.

Sait Fraticisco aiid Sait Jose, bigger aiid wealthiet, will see revertue losses that rival the

wotst periods of the great recessioit: Tities that tely more Heavily on property taxes for
their operating budgets will likely nianage with fewer bruises. Mid-size cities like
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regional Housing shortage. But the pandemic Has spun the area back to where it was in
thie ZUU8-UY recession, shitting the focus to jobs.

And cities with fewer than 560,000 people — miost Bay Area cities — are not eligible for
direct aid trom the tederal governimeit. i1 most areas stimulus money is filtered through
the counties, though soiie counties don’t evel ieet the population threshold.

“It’s not clear How thie moriey is going to How trom the counties to the cities,” said Jesse
Arreguin, the mayor of BerReley and president of the Association of Bay Area
Governitetits, noting that the mayots ot Alaineda Couiity cities receitly sent a letter to
thie Board of Supervisots, asKing for emnergency funding to pay fot coronavirus testing,
cotitact traciiig, protective equipiment and services for thie Homeless.

ABAG will lobby for direct financial aid in Sacramento and Washington, D.C. Its members
also Have the authority to collect and distribute money from the state and federal
goveriineit or from private phitanthropists, and Hand it over to cities.

Additionally, soiiie officials Have pitchied unusual sclutioiis, such as Alaineda County
Supervisor Scott Haggerty’s idea that cities could merge with their neighibors, cutting
down on goveriineiit bureacracy and providing a larger satety net for cities o the verge
of banRruptcy. This suggestion Rit resistance trom leadetrs of sinall cities who would
rathier not be gobbled up by a larger oiie.

Coronavirus Pandemic

|
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Whatever strategies the region pursue, “the econoniic impact is going to be telt tor years,”
Arreguin said.

Across the regioii, cities are contemplating paintul service cuts through a tog of
ainbigulty about when the region will tully reopen. Opening too soon to rescue the

collapsing econoiy risks a resurgelice of COVID-19 cases, adding more financial stress
because iaity local governients would be forced to tap into reserves.

“A fot ot toiks are sayiiig, ‘Upen up as quickly as possibie tor econoiic reasois, tor
people’s jobs and tax revenue.” But it you g6 too quickly, you have a second wave that
could be worse i1 the long ran for all concerned,” said Michaet Coleman, ai sconocinist

and expetrt in California municipat finance policy.

Coleman estimates California cities are already on track to lose around $7 billion in
reveitue, a torecast thiat doesi’t tactot it a second wave of intfections.

Getting out from under a giowing ocean of red ink, Coleman said, will probably require
assistatice fromt the federal governnient since the state, desgpite its reserves, will Have
deficit issues of its owit to contend with.

“And the state, uiliRe the federal government, cannot print money,” Re said. “It ca’t run
that Kind of deficit spending. It’s just a difterent animat.”

window display seen at Molly B, apparét and accessories shop, with a réftection of street view on a near empty Fourth
Street retail district which is usually Bustting during this tunch hsur on Thursday, May 7, 2020, in Berkéley, Calif.
Fhoto: Ltiz Hafatia 7 The Chionicle

Hete is a rundowi of 11 cities weathisting the crisis:
San Francisco

Evett betote the pattdetttic Hit, Satt Fraticisco was staring down a $420 miillion Budget
deficit over the niext two fiscal years, thanks to slowing revenue growth and rising
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attd contact tracing, but thie moiiey cait’t be used to oifset tevenue losses. The costs of the
city’s respotise to the panderic will signiticaiitly exceed that ammouit, otficials said.

The city Has already instituted a broad hiring treeze and paused nonessential capital
projects like building maintenaiice, nonemergeicy tree pruning and street repaving,
Deeper cuts ate likely on the way, though they 'te still being decided. Following the
ecottotiiic collapse of Z0U8-UY, the city took simiilat steps: reduciig services like strest
cleaning, and implententing Hiring freezes and futloughs, and even slashing funding to
HIV prograis. Yet agaln, “everything is golig to be on the table as we go through this
process,” sald Jett Cretan, a spoResimnan for the mayor’s otfice.

Annual budget: $12.3 billion
Projected shortfall: $1.1 Gillion to $1.7 billion over its two-year budget cycle

Possible cuts: hiriiig freeze, service reductioiis

San Jose

With ant antual Budget of $4.5 billion, San Jose considers itselt one of the financially
leatiest big cities in the couttry. “We're on a thin margin as it is,” City Manager Dave
SyKes satd. “Thetre’s not a lot of thuft in cur budget, so we've Had to learn to be effictent
just for our owit fiscal sutvival oiie yeat to the next.” Sales tax reveniue Has evaporated
because of the econoinic drain that’s followed weeks of sheltering it place — the biggest
Hit to the city’s budget so tar, SyKes said. Sait Jose, hie said, is conmitted to preserviing
public safely services. So officials plan to Rold oft filling citywide vacancies as a first step
to save cash. Up aiitil the pandemic, Sait Jose was it the niidst of a “major worKiorce
attraction and retention strategy,” SyKes satd, with a vacaticy rate of more than 10%

within city government.
Annual budget: $4.5 billion

Projected shortfall: $45 millicn in current fiscal year, $65 million in next fiscal year
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Redwood City

As a bedroom community where 40% of the city’s operating revenue coines from
property taxes, Redwood City is faitly well positioned to weatlier the COVID-19
pandentic. Despite an anticipated $6 million shiottfall, Redwood City oificials expect to
close out the fiscal year with a balaticed budget, City Manager Melissa Steveiison Diaz
said. To do that, the city Had to postpone tilling some vacatiit city jobs and pushed oft
sotite platiied capital projects, including improvements to tratispottation infrastructure.
While the city is still refining its projections for next fiscal year’s shorttall, Stevenson
Diaz said current estimates are Hovering around $10 million.

Annual budget: $158 million

Projected shortfall: $6 iillion loss attributable to TGVIG-19, But Budget will be Balanced
this year; anticipated gap next year of $10 million

Possible cuts: hiring freeze, Holding off ot $2 million in transportation capital ptojects
Sausalito

Spring niatrKs the start of Satusalito’s tourisit seasoi, a critical time of year for the
watettront city’s econoiy, whiere sales, Hotel and business taxes and patking fees
accoutit for neatly Ralf of revenue in the $19 niillion general fund. But the long shadow
cast by thie coronavirus Has crippled Sausalits’s restauratits attd watertront busittesses
and discouraged visitors treRKitig across the Goldein Gate Bridge tor day trips. Tourisii-
based revertues ate projected to decline 40% in the coming fiscal year and three of the 10
targest entployets it the city ate testauratits. With a population ot around 7,200, city
officials aren’t relying on tederal stimulus aid to balanice the Books.

Tough choices are aliead, said Mayor Susan Cleveland-Knowles.
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service,” though what those will be are still Being decided.
Annual budget: Adopted at $15 million; adjusted to $17.4 million

Projected shortfall: $1.6 million in current fiscal year {ending june 3Gj, $2.9 million in
next fiscal year

Possible cuts: service reductioits; shating government eniployees with Matin County and
tteatby cities, such as Milt Valley

Oakland

Faced with a revenue shorttall of rouglily $1Z0 million through thie end of the next fiscal
year, Uakland Ras instituted a Riring freeze and cut part-time, temporary eniployees.
About 400 people were not assigned Hours during the shutdown, including library aides,
ctossing guards and reterees tor spotts matches, said city spokeswoiian Karen Boyd. She
added that the city “Hiopes this is temiporaty,” aiid that none of the wotkers Have been
removed from Takland’s payroll. Tax revenues from sales, businesses, Hotels and real
estate transfers are expected to drop significartly, prompting the city to consider
eliminating atty travel aiid education expenses that aren’t directly related to thie COVID-
19 emergency. Uakland will alsc sutter trom losses of restricted funds, such as thie state
gas tax, which goes to transpottation projects.

“THe size and scale of thiese revenue shortfalls is like nothing Gaklaiid Has ever before
experienced,” Finaiice Director Adain Benson wrote inn a budget repoit on April Z1. “The
point is that — absent an unexpected state or federal bailout — this problem will not be
gasily resolved, and it will niot be fixed by tinketring at the margins. it witt require
sigtiticant actioin by city leaders.”

Annual budget: $1.6 billion

Projected shortfall: $24 million this year, $54 million next yeat, $42 million restricted
funds
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Vallejo

Betore the coronavirus set i1, Vallejo was on the rise. The Solano County city Had clawed
its way out of batRruptcy a decade ago to becoine an attractive nesting place tor tamilies
priced out of San Francisco. Hoie values were appreciating, the Planning Comimission
was approving new development and the ferry terminal otfered commuter boat service
to the Finaticial District. The coronavirus may treeze all that progress, at least
temporarily. Vallejo is staring at a $13 million sHorttall in its $110 million general fund
next yeat. Sales tax revenue has declined 12% during the shutdown and, according tc a
city tax consultaiit, may Hover there for 18 months. THe city Has stopped hiring for all
noiesseitial positions and niay detfer sonie infrastructure projects.

Annual budget: $110 million

Projected shortfall: $13 million

Possible cuts: Hitiiig freeze, defetting soiiie capital improvemeit projects
Berkeley

BetReley, a hippie Haven dotted with million-dollar crattsman Hoines, sustains itselt
largely on propetty taxes. But it also relies on Hotel and sales tax revenue and tees reaped
from parKing citations, all of which Have taken a nosedive. From March through next
year the city stands to fose $27.8 million, with estimated shortfalls of $2.6 miltion this
year and $25.Z million next year. ThHat’s 12.6% of Berkeley’s annual $2G0 million budget.
The City Couicil Has bullt up reserves over the years, and Berkeley 1s in a better position
to weathier the ctisis than its neighibots, Richimond and Gakland. Nonethieless, its
restauratits, shops and Hotels will rematii closed through May. Gas stations woil't see
much business as people avoid car travel, and the city will extract littte money from
parKing tines, siiice ofticials decided early on not to entorce parking viclations other than
red cutbs. The city of roughly 121,000 people also hHas a significant Ronieless population
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Projected shortfall: $2.6 miltion tiiis yeat, $25.2 mitlicn next year
Possible cuts: Hitiiig freeze, soie capital projects may be deferred
Richmond

A wotKing-class city with a Chevron petroleuin refinety in its backyatd, Richmond may
take a Harder beating than maiy of its latger peers. With a population of 116,00, it’s well
uitder the 560,600 benchintark to receive tunding trom most tederal stimulus progratiis.
Norntally, the city’s budget Hovers at $176 millio, But it’s tacing a $7 million deficit this
year and a $27 million Hole next year, accounting for the projected dip in sales tax
revetite, the risitig cost ot pensions and intlaticit it goods and setvices, said Mayot Toii
Butt. He's tormed ait ad Hoc budget contmittee with two CTity Council members that is
looKking at 49 potential cuts, including closures of branch libraties, fire stations or
cotntuiity ceiters, and slashing of recreation prograiiis. They re tiyiig to mininiize
layotts and look closely at what services residents would lose. *When we make cuts, it Has
a uch greater tipact than in a (iore prosperous) city like Orinda or Walnut Creek —
and that makes it particularly painful,” Butt said. ThHe median Househicld income in
Richimond is $64,575, and residents rely leavily on city services.

Annual budget: $176 million
Projected shortfall: $7 million this year and $27 million next year

Possible cuts: bratich libraties, fitre statioiis, recreatioi prograiiis

One of the few open stores in the Fourth St. retail district included Pests coffee where barista Benmjamin Kandel is
seen taking orders during this tunch Rour on Thursday, May 7, 2020, in Berkétey, Calif.
Fhoto: Liz Hafalia 7 The Chronicle

Walnut Creek
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mitlion, which it patchied up by cutting travet and houtly wotRers, and freezing vacant
positions. Next yeat’s losses could balloon to $1Z million, mostly stemming trom thie drop

in sales tax revettue and a decline in atts and recreation — 1o i€ is renting spotts fields,

aitd the Dean Lesher Regional Center tor the Arts Has caticeled all performaiices.

“THere’s gulng to be an incredibly complicated and paintul discussion that we Rave to

put togethier betore June,” said Mayor Loella HasRew, adding that no oiie cai quite

predict How the virus will change people’s shopping Rabits or atfect stage productions.

Annual budget: $92 million

Projected shortfall: $13 miitticit this year but statt cuts were made to Balance Budget;
approximately $12 million next year

Possible cuts: Hittig treeze, Houtly wotkets cut, travel and uninecessary purchases
stopped

Santa Rosa

The coronavirus is the latest it a stritig of catastrophies to it Santa Rosa, a Notth Bay city
of 180,000 people, already walloped by wildfires and an actute Homelessness crisis. It’s
looking at losses of $74 million over six years — a significant drain for a city with an
annual budget of $171 million. This year alone the city bled $1Z million, and projections
now show it gushing up to $20 million next year it stiicials don’t do something. Santa
Rosa also faces other complications. Three quarter-cent sales tax measures — all aimed
at generating money for public satety and Reeping the city operating atter wildfires — are
due to expire i1 2025 and 2027. And officials are struggling to prevent the spread of the
cotonavirus aioing 1,660 Honieless people, many of whon are camped beneath Highway
101. Placing them in motels costs up to $250 pet person, pet day, according to Mayot Tom
Schiwedtietin, aid there’s o guaratitee the federat govermmment will reiniburse that
mottey. Then there’s the likeliiood of power shutotts during the fall fire season, which
could stall busiiiess for days and draiii sales taxes even more. The city Has a Riring freeze
it effect, and its Sudget staff is re-exainining $39 tillion for projects that Have Been
apptoved, but not yet paid for.
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Annual budget: $171 million

Projected shortfall: $1Z million this yeat, But the city will use reserves to balance the
Budget; approximately $20 million next year

Possible cuts: Hititig freeze, soie projects stalled

Napa

Tourist season generally picks up during spring and surnmner in Napa, But it’s sputtered
during the pandeniic. Eosses of $8.3 million in revenue from Hotel taxes and $Z.Z million
tromn sales taxes forced the city to dip into its reserves. Next year Napa officials expect to
lose betweeit $15 million and $20 million, a sizable pottion of a roughily $100 million
anrual budget. They Have proposed cuts that include elimination of part-tine
eniployees, caticellation of community events and spotts prograiiis, new limits on police
ovettinte, and consolidating city ottices to break free trom two building leases. The city
would also delay buying equipment for traffic signals, storm drain inlets, building
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