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OVERVIEW 

• Cautiously optimistic outlook for major tax revenues

• In most cases, still not back to pre-pandemic levels

• Expense projections based on reduced service levels

• Priority service restorations and labor negotiations key factors in 
budget development

• One-time surplus in FY 2021 and estimated surplus in FY 2022

• Additional ongoing revenue sources would allow for quicker 
service restorations
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THE ECONOMY

Local economy had strong performance in the second and third (calendar) quarters of 
2021 with the expectation this will continue into calendar year 2022, albeit at a 
slower growth rate.

National economy performance cooled as summer ended

Staff is actively monitoring 
impacts on the economic 

forecast due to the current 
surge in COVID-19 cases and 

the most recent variant of 
the virus. 
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FISCAL YEAR 2023 - 2032 BASE CASE FORECAST

• Fluctuation stabilizes in FY 2026
• Conservative recovery forecasted, varied by 

revenue source
• This scenario does NOT assume restoration 

of service reductions



4

MAJOR TAX REVENUE PROJECTIONS (as of Nov. 2021)

$29.4 

Sales Tax

$31.1 

$36.5 

$30.6 $29.1 $30.6 $32.3 $33.4 $34.3 $35.2 $36.1 $37.1 

$30.6

Property Tax

$42.8
$47.3

$51.1

$56.6 $56.5 $58.2
$61.8

$65.7
$69.8

$74.1
$78.4

$12.3
TOT - General Fund $16.7

$17.0

$11.6
$12.9 $13.4 $13.8 $14.3

$11.0

Utility Users Tax

$15.4 $16.4
$16.1 $14.6 $14.7 $14.9 $15.6 $16.5 $17.4 $18.4 $19.6

$8.1
Doc  Transfer Tax

$9.2

$6.9
$10.6

$8.1

$7.4 $7.2 $7.4 $7.7 $7.9 $8.2
$3.3 TOT - Infrastructure

$8.2
$8.7

$7.0
$2.4 $5.7

$9.2
$12.7 $15.0 $15.5

$16.5

$0

$5

$10

$15

$20

$25

$30

$35

$40

$45

$50

$55

$60

$65

$70

$75

$80

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

M
ill

io
ns

Fiscal Year

Sales Tax
Property Tax
TOT - General Fund
Utility User's Tax
Doc. Transfer Tax
TOT - Infrastructure

Pandemic



5

REVENUE FORECAST
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EXPENDITURE PROJECTIONS
• Salaries & Benefits – CalPERS Projected Retirement Rates (% of payroll)

• Transfer to Capital Improvement Fund

• Committed Additions (Operating costs for Capital Projects)

• Global Non-Salary Assumptions 
• Aug to Aug CPI of 3.7%; 2.5% annually for remaining forecast 
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Miscellaneous 41.8 42.9 43.5 44.1 41.5 37.6 37.2 36.7 36.3 36.0 32.6 
Safety 69.6 71.1 72.9 74.0 74.0 73.8 73.1 71.3 70.4 69.5 66.0 
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ASSUMPTIONS NOT INCLUDED IN FORECAST

• Restoration of Services to Pre-Pandemic Levels

• Labor Negotiations (all contract terms end prior to FY 2023)

• Potential November 2022 Ballot Initiatives

• Capital Improvements: Parks Master Plan, Animal Shelter 
Rebuild, Railroad/Train Crossing Grade Separation

• Cubberley Community Center Plan Costs

• Sustainability and Climate Action Plan (S/CAP)

• Ongoing Racial Equity Work

• Changes in the economic forecast
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ALTERNATE SCENARIO A: RESTORATION OF SERVICES

Models a full restoration of services 
in FY 2023 that were reduced in FY 

2021 and FY 2022 to address 
financial impacts of pandemic.
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ALTERNATE SCENARIO B: COMPENSATION ADJUSTMENT

Models a 4% salary increase in FY 
2023, 2% annually beginning FY 2024. 
(This compares to a 2% increase modeled in 

the base case.)
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FY 2023 BUDGET DEVELOPMENT GUIDELINES
• Develop a structurally balanced budget that aligns ongoing revenues and expenses 

and allocates one-time resources for one-time needs.

• Ensure appropriate resource allocation for City Council’s identified priorities.

• Focus on business process redesign and explore alternative service delivery models 
to minimize overlap, maximize cost share, and effectively use resources.

• Explore the expansion of existing revenue sources or the addition of new revenue 
sources.

• Continue to prioritize proactively funding long term liabilities including but not 
limited to debt obligations, pension obligations, and capital infrastructure.

10

NEW: Include a summary of major initiatives not funded in the annual proposed budget are 
identified, similar to the LRFF. (e.g. CIP projects deferred or cancelled beyond the 5-year capital 
plan, Council priority projects or programs not funded due to insufficient funding)
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UPDATES SINCE DECEMBER FINANCE COMMITTEE DISCUSSION

• The economy remains susceptible to the changes in the coronavirus pandemic. Impacts of 
the current surge in COVID-19 cases due to new variants of the virus remain unknown.

• Clarification items requested by the Finance Committee

• Transfer of Real Property statistics and impact on Property Tax revenue estimates

• Inflation factored in, assumes California Consumer Price Index (August 2020 to 2021)

• Recommend additional guideline for budget development to ensure coordination of staff 
work and Council priorities occurring on parallel timeframes.

• As staff explore potential ballot measure(s) for November 2022, and other funding 
opportunities, ensure a summary of major initiatives not funded in the annual proposed 
budget are identified, similar to the LRFF. (e.g. CIP projects deferred or cancelled, 
Council priority projects or programs not funded due to insufficient resources)
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CONCLUSION AND NEXT STEPS

• Positive revenue trends indicate economy is recovering; however, the new variant 
and its economic implications are being monitored closely

• City is positioned to focus on strategically reinvesting in the organization and 
services, base case & alternative scenarios are critical to assist in organization 
planning likely resulting in a blend of all three
• Immediate projections cannot sustain immediate full restoration of services
• Market adjustment for labor causes slightly longer gap

• Budget Stabilization Reserve (BSR) above 18.5% target
• One-time surplus funds from FY 2021 and FY 2022 (est.) for investment

• FY 2022 Mid-Year will include recommendations for addition of resources and 
appropriation of funds as directed by Council

11

Next Steps Annual Budget Process
• Feb 2022: FY 2022 Mid-Year Budget
• May 2022: FY 2023 Proposed Budget
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RECOMMENDED ACTION

Finance Committee and staff recommend that the City 
Council:
Review and accept the Fiscal Year 2023 – 2032 Long Range Financial 
Forecast Base Case and the FY 2023 Budget Development 
Guidelines (Attachment A) 

Staff recommends including the addition to the FY 2023 
Budget Development Guidelines addressing projects and 
programs not funded.

Direct staff to use this forecast as a starting point for the FY 2023 
budget process.
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