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2 LICENSES PERMITS 3.0%
3 INTERGOVTAL REVENUES 1.0%
4 PROPERTY TAXES 5.0%

Establish
baseline growth
scenario for
major revenue
and expenditure

categories

Baseline growth
projections are based on
historical CAGR, averages,
and adjustments based on
known one-time events.

Methodology
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Develop unique
growth factors
for rev/exp
items that vary
from baseline

Unique growth projections
allow us to model the fiscal
impact of any projected
deviation from the baseline
on $ or % basis
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] Create alternate

baseline
scenarios to
model potential
fiscal impacts (if
needed)

Any combination of
alternate baselines and
impacts can be packaged
and organized into
scenarios




Major Assumptions
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+ Annual General Fund transfers out in support of:

O FFP — $8.5 million up to $12.5 million in out years annually
Q CIP - $5.0 million annually

O Facilities Maintenance — $1.5 million annually

O Tidelands Harbor Capital — $4.5 million annually
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* The FY 2021-22 adopted budget, stripped of one-time items, was used as a base
budget from which forward growth assumptions were projected

+ Contingency Reserve funding annually (maintained at 25% of expenditures)

* No programing of future surpluses in projections — the forecast assumes all
revenues and expenditures are fully realized as presented

Revenue Assumptions — Property Tax
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* Average annual
historical growth:

6.1%

* Projected future

growth: 5.0%
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* Annual average
growth: 4.4%

* Projected future
growth: 4.0%
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* Annual average
growth: 7.6%

* Projected future
growth: 4.0%

* Average growth
2017-2019: 5.4%
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Revenue Assumptions — Other Revenue

Projected to grow modestly at

2.6% on average over the next 20
years Other

Revenue

Top3
Revenues
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Expenditure Assumptions - Salaries

* Regular salaries for both miscellaneous and public safety are on average
assumed to grow at 2% annually

* The forecast assumes no growth in personnel headcount

+ Special and other pays (certification pay, bilingual pay, motor office pay,
scholastic achievement, etc.) are projected to grow commensurately with
salaries at 2% annually

+ FY 2022-23 has a 20% increase from the prior year due to the elimination of an
assumed $2,000,000 vacancy-related salary savings that was included in the
budget during the two fiscal years most impacted by the pandemic
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Expenditure Assumptions — Benefits

+ Benefits (stipends, life insurance, Medicare fringes, retiree health plan contribution,
CalPERS contributions, etc.) are projected to grow on average at just over 1% annually
based on negotiated MOU increases for the early part of the forecast and then grow at
over 4% annually thereafter

- Continued funding of the City’s unfunded actuarial liability at the $35 million level
through FY 2028-29, after which the liability is eliminated assuming no dramatic
changes in either future CalPERS experience studies or the discount rate

»This assumes that the City Council authorizes additional contributions through
future surplus balances of $5.0 million tapering to $2.0 million after five years

»This additional allocation to CalPERS is not reflected in the forecast as it is
considered discretionary for City Council action on an annual basis and would be
funded from prior year surplus
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Expenditure Assumptions — Non-Personnel

Non-personnel costs include contract
services, utilities, supplies and
materials, maintenance and repair, and
transfers out

These expenditures are projected to
grow on average at 5.4% annually
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Expenditure Growth Assumptions

FY 2022-23 FY 2023-24 FY 2024-25 FY 2025-26

FY 2026-27

Non-Personnel Costs
Growth Rate

Total General Fund Expenditures

Growth Rate

$ 107,580,106
6.0%

$ 112,098,583
4.2%

$ 117,438,663
4.8%

$ 123,341,037
5.0%

Regular Salaries S 80,216,297 S 81,820,623 S 83,457,035 $ 85,126,176 S 86,828,699

| Growth Rate 2.0% 2.0% 2.0% 2.0% 2.0%
Special and Other Pays S 13,713,472 S 13,987,741 S 14,267,496 $ 14,552,846 S 14,843,903
Growth Rate 19.8% 2.0% 2.0% 2.0% 2.0%
Benefits S 61,889,034 $ 62,158,256 S 62,432,862 $ 63,589,024 S 64,803,353
Growth Rate 0.4% 0.4% 0.4% 1.9% 1.9%

S 129,403,997

4.9%

$ 263,398,909 $ 270,065,202 $ 277,596,056 $ 286,609,083

4.0% 2.5% 2.8% 3.2%
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$ 295,879,952

3.2%
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Projected Future Budget Surpluses or Deficits
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$25 $8.8 $12.2 $16.2 $18.8 $20.6 $19.7 $61.2 $55.0
$57.4 $59.2 $61.0 $63.1 $65.3 $67.7 $70.1 $65.7 $68.4
$265.9 $278.9 $289.8 $302.8 $314.7 $326.5 $336.1 $348.5 $361.2
$263.4 $270.1 $277.6 $286.6 $295.9 $305.9 $316.4 $287.3 $306.2
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Conclusion and Other Considerations
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« The General Fund is projected to be in a financially sound position over the next 20-
year period

 Any short-term deficits can be absorbed without long-term reliance on the
Contingency Reserve — No structural deficit is apparent

« The City is not without its fiscal challenges and could face potentially financially
impactful events in the near term:

» Additional CalPERS pension costs due to future investment losses
* Future recessions
 Shifts in consumer habits impacting brick and mortar stores or hotels

» Near-term facilities maintenance and replacement obligations in accordance with
long-term infrastructure financing plans
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Questions?
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