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Reserve funds to help close budget gap 
La Mesa responds to high cost of benefits, state cuts  
Brian Hazle STAFF WRITER   
Published: June 12, 2003 
Higher employee benefits costs and pending state funding cuts are forcing the city to dig into reserve 
funds to balance its budget over the next two years, the interim city manager said.  
La Mesa expects to spend $26.7 million in the fiscal year beginning July 1, with revenues of $25.4 million. 
The deficit is expected to grow 4.6 percent to about $1.6 million the next year. 
The gap will be closed by tapping reserve funds and by not filling vacant positions, said Interim City 
Manager Sandy Kerl. 
Massive losses to the state-run retirement system, CalPERS, over the past three years have driven up 
premiums paid into employee retirement funds at alarming rates. 
The state is considering a variety of cuts to city funding that could cripple city services, but layoffs are not 
expected, Kerl said. 
"Expenditures are growing faster than revenues," she told the City Council on Tuesday. "We'll continue 
paying these higher retirement costs into the foreseeable future." 
The price of providing benefits for city employees is projected to jump 31 percent over two years and cost 
the city $9.5 million annually by the 2004-05 fiscal year, according to a budget analysis. 
The City Council approved the draft two-year spending plan amid warnings that the numbers could 
change for the worse as the state tries to balance its budget this summer. 
It appears the state could slash some or all of the vehicle license fees it pays to cities, Kerl said, which in 
La Mesa account for $3.4 million a year, or 13 percent of the city's general fund. The fees are the third 
largest source of revenue for the general fund behind sales and property taxes. 
"You can't absorb that type of hit without taking some sort of action," Mayor Art Madrid said. 
In addition to license fees, the state also is considering shifting redevelopment money from cities to the 
state, Kerl said. The state also could stop reimbursing cities for fees they pay to book inmates into county 
jail. 
The city enacted a hiring freeze months ago in anticipation of its budget problems. The freeze would 
continue under the current plan, though Kerl said she may ask the council to fill some vacant positions. 
The city spends more staffing some vacant positions through overtime. 
La Mesa's budget does have a bright spot: Tax revenues have grown dramatically over the past several 
years. 
"The economic growth in the community is very healthy," Kerl said. "Per capita, it is higher than in other 
cities in the county." 
Sales tax revenue was $6.6 million in 1994-95 and is projected to be $13.9 million -- a 111 percent 
increase -- by the end of 2004-05. Property tax income should grow about 5 percent a year to about $4 
million by 2004-05, according to the budget. 
Even with the local growth, Kerl said city services would be scaled back if the state drastically cuts its 
funding to cities. 
The city is looking at ways to increase revenue and probably will increase the fees it charges for certain 
services in coming months. 
The City Council also will consider increasing fees for services such as recreation classes and building 
permits. City service fees have not increased in a decade, Kerl said. 
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