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FY 2026-27 Budget Update
Review and Approval of the FY 2026-27 Budget Update, 

Charges for Services, and Authorized Position Listing 
Resolution Nos. 2026-37 and 2026-38

Insert City 
Photo Here

City Council Meeting
June 16, 2026



Purpose

The purpose of this presentation is to: 

• Provide a high-level review of information discussed during Budget Study 
Sessions #1 and #2.

• Present the Fiscal Year 2026-27 Budget Update for City Council’s approval.

• Seek City Council’s input and answer any questions City Council may have 
regarding the budget update proposal.
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Fiscal Year 2026-27 Budget Overview
All City Funds (Includes CIP)
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Fund Type
FY25-26 Revised Budget FY 2026-27 Original Budget FY26-27 Proposed Budget

Revenue Expenditure Revenue Expenditure Revenue Expenditure

General Fund $63.35 M $62.75 M $62.18 M $64.83 M $62.80 M $65.20 M

General Fund – Other Funds
(Emergency Services/Measure 

K /Water Conservation)
$9.65 M $6.90 M $7.53 M $0.25 M $21.33 M $1.81 M

Enterprise Funds $22.61 M $22.61 M $22.45 M $20.83 M $22.60 M $20.45 M

Special Purpose Funds $41.20 M $40.32 M $36.06 M $35.42 M $95.64 M $53.05 M

Internal Service Funds $12.23 M $13.40 M $12.40 M $13.31 M $11.60 M $13.25 M

Total Budget $149.04 M $145.98 M $140.62 M $134.64 M $213.97 M $153.76 M



Budget Drivers

While revenue growth has been strong over the last several years, deficits are mainly being 
driven by costs outpacing that revenue growth.
CalPERS Unfunded Accrued Liability (UAL) is the biggest driver. 
• The City’s annual required payment for the UAL includes significant increases each year. 
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Description FY 2024-25 FY 2025-26 FY 2026-27

Total Annual UAL Payment $1,384,842 $2,734,597 $3,889,717

Personnel Costs – Personnel costs constitute approximately 65% of the City’s General Fund budget 
Annual increases range from 3-6% per year. 
Maintenance and Operations (M & O) Costs - Inflation/CPI has impacted professional services, 
supplies, materials, contract services, etc., over the last several years.
Post-COVID Program Growth – After the pandemic, the City restored and expanded programming, 
events, and service levels, which has increased ongoing operational costs compared to prior years.  



Addressing Budget Drivers

To offset the impacts of these key budget drivers, a variety of approaches were applied when 
developing the budget. 
1. Fees were extensively reviewed, and revenues were reevaluated. 
2. Staff reviewed all budget line items and made adjustments that would result in savings. Staff 

initiated another review of contracts for additional savings, where appropriate.
3. Vacancy savings were incorporated in the budget, as well as a review of part-time needs. 
4. By paying the annual CalPERS UAL in a lump sum amount at the beginning of each year (instead 

of over 12 months), the City will save 3.3%, annually, or $130K in FY 26-27.
By implementing the various strategies noted above, among others, staff was able to reduce deficits 
in the General Fund and other funds.  
 Over the next 12 months, staff will continue to identify additional options for closing the 

budget gap in Fiscal Year 2026-27. 
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General Fund 
Review

A review of General Fund revenues and expenditures.



General Fund 
Revenues and Expenditures
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Budget  Category FY 2025-26 
Revised Budget

FY 2026-27 
Original Budget

FY 2026-27 
Proposed Budget

Revenues $  63.35 M $ 62.18 M $ 62.80 M

Expenditures $  62.74 M $ 64.83 M $ 65.20 M

Net GF Surplus/(Deficit) Before One-Time 
Revenues $ 0.61 M ($ 2.65 M) ($ 2.40 M)

Less: One-Time PFAS Settlement Revenues ($ 3.62 M) ($ 0.14 M) ($ 0.25 M)

Net GF Surplus/(Deficit) After Removing  
One-Time PFAS Settlement Revenues ($ 3.01 M) ($ 2.79 M) ($ 2.65 M)



General Fund 
Revenues by Source
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General Fund Revenues
Year-Over-Year Comparison

Revenue 
Source

FY 2025-26 
Revised Budget

FY 2026-27 
Original Budget

FY 2026-27 
Proposed Budget

% Increase / 
(Decrease) 
vs FY 2025-26 

Revised Budget

Property Tax $18.35 M $19.05 M $19.32 M 5.29%
Sales Tax $12.34 M $12.75 M $12.67 M 2.67%
Transfers In $12.53 M $13.44 M $13.42 M 7.10%
Other Taxes $5.98 M $5.76 M $5.90 M (1.34%)
Project Revenues $4.99 M $1.72 M $1.52 M (69.54%)
Charges for Services $4.08 M $3.99 M $4.46 M 9.31%
Other Revenues $5.08 M $5.47 M $5.50 M 8.27%

TOTAL REVENUES $63.35 M $62.18 M $62.80 M (0.87%)



General Fund 
Expenditures by Type
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Expenditure Type
FY 2025-26

Revised
 Budget 

FY 2026-27
Original 
Budget 

FY 2026-27
Proposed 

Budget

% Increase / 
(Decrease)

Personnel Costs (Salary & Benefits) $41.48 M $43.62 M $43.92 M 5.88%

Maintenance & Operations (M & O)
  (includes I/S Charges)

$15.64 M $15.24 M $15.18 M (2.94%)

Transfers & Other
  (includes Capital Outlay and Projects)

$ 5.62 M $5.97 M $6.11 M 8.72%

EXPENDITURES SUBTOTAL $62.74 M $64.83 M $65.20 M 3.92%



General Fund Combined Fund View

10

Fund Type
FY25-26 Revised Budget FY26-27 Original Budget FY26-27 Proposed Budget

Revenue Expenditure Revenue Expenditure Revenue Expenditure

General Fund $63.35 M $62.75 M $62.18 M $64.83 M $62.80 M $65.20 M

General Fund – Emergency 
Events $1.82 M $0.12 M $0.00 M $0.00 M $13.37 M $0.00 M

General Fund – Measure K $7.78 M $6.71 M $7.48 M $0.20 M $7.92 M $1.76 M

General Fund – Water 
Conservation $0.05 M $0.08 M $0.05 M $0.05 M $0.05 M $0.05 M

Total General Fund Budget $73.00 M $69.66 M $69.71 M $65.08 M $84.14 M $67.01 M
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Measure K
Review

A review of Measure K .



Measure K Review
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• City Council approved $16.01M in 
Measure K Spending Plan expenditures in 
December 2024. 

• In May 2026, City Council approved 
updates to the Measure K Spending Plan:

• Reduced spending on the Library 
Enhancement Project, previously 
funded by Measure K for $6M. 

• Additional costs related to the 
Community Center Project, estimated 
$85K. 

• The updated total of the Measure K 
Spending Plan is $10.10M. 

Measure K Spending
Updated May 19, 2026

Project Name Project # Amount

Satoru Tsuneishi Park - Construction 91039 $1,600,000

Land Acquisition 25122 $1,530,000

Senior Program Enhancements 26016 $200,000

Community Center Design and Engineering 91113 $1,492,590

Library Enhancement Project 91021 $0

Peck and Myrtle Road Resurfacing 91110 $2,782,210

Mountain Avenue Signalization and Road 
Resurfacing 91114 $2,500,000

Total $10,104,800



Measure K Budget Review

13

• FY 2026-27 Budgeted Revenue = $7.92 M
• FY 2026-27 Budgeted Expense = $1.76 M
• Previous Study Sessions, between February and March, identified Measure K as the source of debt service 

payments. 
• If City issues a bond in the Fall of 2026, the first principal payment is anticipated to be in FY 2027-28.
• Only an interest payment will be due in FY 2026-27 (est. $1.5M)

Fiscal Year 2026-27 Measure K Spending Plan Expenditures

Potential Bond Debt Service (Interest Only) $ 1.50 M
Enhanced Senior Programming $ 0.20 M

Community Center Project (Additional Costs) $ 0.06 M
FY 2026-27 Measure K Expenditure Budget $1.76 M 

• FY 2026-27 Estimated Ending Fund Balance = $37.24 M
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Other City Funds
Review

A review of other funds (non-General Fund funds) within the 
City.



Other City Funds
Revenues and Expenditures (Includes CIP)
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Fund Type

FY 2025-26 
Revised Budget

FY 2026-27 
Original Budget

FY 2026-27
Proposed Budget

Revenue Expenditure Revenue Expenditure Revenue Expenditure

Enterprise Funds $22.61 M $22.61 M $22.45 M $20.83 M $22.60 M $20.45 M

Special Purpose Funds $41.20 M $40.32 M $36.06 M $35.42 M $95.64 M $53.04 M

Internal Service Funds $12.23 M $13.40 M $12.40 M $13.31 M $11.60 M $13.25 M

Total Budget $76.04 M $76.33 M $70.91 M $69.56 M $129.84 M $86.74 M

The City has over 50 other funds covering unrestricted and restricted revenue and expenditures, categorized as 
enterprise, special purpose, and internal service.
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Funds with negative fund balances will be addressed as follows:

Lighting and Landscape Assessment District and Park Maintenance Assessment District Funds: 
Staff is still currently assessing options to close the funding gap withing the assessment districts. For 
now, staff will monitor costs in any way possible (installing LED lighting, exploring energy efficient 
alternatives, other cost savings measures, etc.,)

Grant Funds:
Most grants are reimbursement-based (i.e., spend first and then receive reimbursement). Due to the 
timing of receipts, these Grant Funds have temporary negative balances that will clear out over time.

Other Funds
Review of Remaining Other City Funds
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Fiscal Year 2026-27 
Fees and Charges

A high-level review of FY 2026-27 Fees and Charges.



Fees Adjustment Summary
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• On May 5, 2026, staff conducted a review of 

fees (Budget Study Session #1). 

• The average CPI for 2025 was 3.2%, and this was 

used as the baseline increase for the City’s fees.

• Each fee was then reviewed individually to 

determine the applicability of the proposed 

change. 
Due to noticing requirements, building and development-related fees are not included in the approval 

recommendation this evening. Staff will return to City Council on July 7, 2026, for separate approval of 

those fee adjustments. A copy of the comprehensive fee schedule for tonight’s approval is attached to 

Resolution 2026-38 (Attachment A). 

No Change 28% of all fees

Decreased 0% of all fees

Less than 3.2% Increase 0% of all fees

3.2% Increase 68% of all fees

Greater than 3.2% Increase 1% of all fees

Eliminated 0.5% of all fees

New 0.5% of all fees

Restructured Fees 0.5% of all fees

Administrative Updates 1.5% of all fees
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Capital 
Improvement 
Program (CIP)

A high-level review of the FY 2026-27 CIP Program.



Capital Improvement Plan

 On May 5, 2026, staff conducted a comprehensive review of the CIP 

(Budget Study Session #1). 

 The CIP serves a multi-year planning tool that identifies the City’s 

short-range and medium-range capital improvement needs. 

 Projects are prioritized on City Council goals, public safety, legal 

requirements, infrastructure maintenance needs, and available 

funding. 

 The CIP is a dynamic planning document that is reviewed and 

updated regularly as part of the budget process. 
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A listing of funded and unfunded projects is included as Attachment D to Resolution 2026-37.



Capital Improvement Plan (cont.)

 Fiscal Year 2026-27 CIP Appropriation = $18.57 M. 

 The focus for FY 2026-27 are major City facilities and parks improvement projects: 

Community Center, City Hall, Recreation Park, Fire Station 102, Kiwanis Park Playground 

Improvements, and the Library Enhancement Project.

 The City will continue working hard to secure funding for “unfunded” projects. 

 After budget approval, staff will work on updating the 5-year CIP Book. 

 Staff will return to City Council for formal approval of each project prior to implementation and 

award of contract. 
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Budget Summary
 
Revenues by Source

22

• The Fiscal Year 2026-27 Budget incorporates conservative revenue and expenditure projections and 
includes a special focus on funding major capital improvements.

• Controlling costs will continue to be an ongoing effort, and monitoring the deficit, closely, will be a top 
priority for all departments. 

• While there is some uncertainty in the economy, the City is still in a good position to control outcomes. 
City Council has spent years building our position, with its commitment to sound financial 
management practices and strong City finances. 

• As we move forward into Fiscal Year 2026-27, staff will continue to monitor the budget and will return 
to City Council, on a quarterly basis, with updates regarding the operating and CIP budgets.



Closing
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Thank you for your time!

Questions?
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