
 
 

DATE: February 11, 2014 
 

AGENDA ITEM # 9 

 
TO:    City Council 
 
FROM:   Marcia Somers, City Manager 

Russell J. Morreale, Finance Director 
 
SUBJECT:   Fiscal Year 2013/14 Mid-Year Operating Budget Review 
 
 
RECOMMENDATION:  
   
A.        Accept the mid-year operating budget financial report 
B.  Approve the recommended fund reserve transfers  
C.  Approve and appropriate recommended budget adjustments including: funding three full-

time positions deferred in the FY 2013/15 Biennial Budget process and various material, 
supplies and service cost requests 

 
 
SUMMARY: 
 

Estimated Fiscal Impact: 
 

 Amount:   $   2,284,484    Planned and enhanced reserve transfers   
  $   93,730 General Fund appropriations for labor ($281,190 ongoing) 

   $   71,000         General Fund equipment and services ($14,000 ongoing) 
    
 

 Budgeted:  Yes, as projected in the FY 2013/15 Budget and augmented per this report 
 

Public Hearing Notice:  Not applicable  
 

Previous Council Consideration:  June 25, 2013 
 

CEQA Status:  Not applicable  
 
Attachments: 
 

1. General Fund Mid-Year Budget to Actual Report 
2. General Fund Projections 
3. Proposed Fund Transfers 
4. Proposed Budget Adjustments  
5. Challenge Indicators 
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BACKGROUND 
 
As the midpoint of each fiscal year, the City Council is provided with a status report 
regarding revenue and expenditure performance, forecasts and potential mid-year 
adjustments. 
 
DISCUSSION 
 
Mid-Year Budget Performance 
 
City finances remain well within budget projections at mid-year. With the positive prior year 
financial results as reported as of the June 30, 2013 audit, this report recommends the use of 
available reserves as planned in budget projections to fund capital improvements, strengthen 
rainy-day-fund balances and further build the CalPERS post-retirement employee benefit 
(OPEB) balance. Budget actions of the past several years also applied reserve dollars to the 
pay-off of pension side fund liabilities, an important strategic action that was finalized July 
2013. Although revenue trends are mixed by category, Property Tax growth is making up 
any overall shortfalls reflecting close to double-digit increases. As has been a long tradition, 
City expenditures remain within the approved limits. 
 
General Fund revenues are trending above prior year levels and are expected to exceed 
budget estimates. Current developments suggest annualized revenue growth of 3 to 5% 
above estimates and 1 to 3% over the strong prior year actual results. Commensurately, 
expenditures are 8% under budget at mid-year and nearly level with last year. Staff projects 
expenditures to come in at approximately 3 to 4% below budget limits at year-end. The 
combination of revenue strength and expenditure control postures Los Altos for favorable 
financial results.  

Fiscal Review 
 
This mid-year report highlights the General Fund which generates $29 million out of $43 
million of City-wide revenue. Key sources of revenue include Property Tax, Sales Tax, Utility 
Users’ Tax, Transient Occupancy (hotel) Tax, Real Estate Transfer Tax, business licenses, 
franchise fees, building activity fees and interest income. Staff also performed a top level 
review of other revenue sources including rental income, Recreation fees, Police service fees 
and a variety of other service fees. This analysis of revenue is presented in tabular format on 
Attachment 1 and discussed in more detail below. 
 
General Fund Revenues: At mid-year, Property Tax growth take center stage with strong 
performance also from Hotel Tax and Community Development fees. The most significant 
year-to-year revenue increases in terms of shear dollars is Property Tax pacing in at a 9.3% 
gain. Although we remain cautious in interpreting this recent change of events, this increase 
in property tax is quite remarkable in contrast to the zero-percent growth experienced just 
two years ago. Hotel Tax is on pace for an 11% increase and Building & Planning fees, 
although highly elastic by nature, continue to be robust exceeding budget projections by 6% 
at mid-year and prior year levels by 15%.  
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As stated above, revenue trends in totality are varied this year when considering several other 
core revenues that are underperforming, namely Real Estate Transfer Tax and Utility Users 
Tax which are down 22% and 4%, respectively. Interest earnings remain low this year and 
Police fees appear to be below prior year performance as well.  
 
Service fee are results are also mixed. Building and Planning activity services are doing 
extremely well. In Recreation, there is a 10% drop in revenue compared to last year and a 
budget shortfall of 5% due to a trial basis shift in scheduling of Winter class registrations 
from the traditional November timeframe to January. This was done in response to 
customer requests. With this alteration, the inflow of registration revenue, normally collected 
as part of mid-year results, will be realized in the third quarter of this fiscal year. As of 
December 31, 2013, planning & building activity far exceeds its cost-recovery goal while 
recreation services is falling short given the registration timing differences noted above. 
 
General Fund Expenditures: At this point in the year on a straight line basis, the City 
would have expended 50% of the general operating budget. Departments continue to 
effectively manage their expenditures which are at 42% at mid-year as reflected in 
Attachment 1.  
 
Year-End Projections: Projections of the City’s year-end General Fund fiscal performance 
are displayed in Attachment 2 illustrating a “Realistic to Pessimistic” range. Using this scale, 
FY 2013/14 revenues over expenditures at year-end are estimated to range from $1.3M to 
$3.5M. Both expectations are above the budget forecasts.  
 
Other Funds: A review of major non-General Fund activities indicate that operations are 
proceeding as expected. The Sewer Fund is on target, storm operations, now fully General 
Fund-dependent, will approximate the $260,000 budget estimate while solid waste has now 
stabilized within its new contract structure.  
 
Proposed Mid-Year Budget Actions 
 
Reserve Transfers: The City ended the 2012/13 fiscal year with $2.7M in excess unassigned 
reserves, a value nearly $1.5 million above expectations identified in the FY 2013/15 budget. 
These results allow the City to act on planned uses of reserves identified in the budget 
process as well as other recommended judicious uses of these available funds. With this 
updated information, it is recommended to proceed with the following projected transfers in 
applying such funds:  
 

 
 

Operating Fiscal Reserve * 5,225,000 300,000 500,000 5,725,000
OPEB Reserve * 500,000 250,000 250,000 750,000
PERS Reserve (proposed an year early) 0 0 450,000 450,000
Community Facility Renewal Fund 7,165,592 0 750,000 7,915,592
Workers Compensation 211,516 0 338,484 550,000
Total $13,102,108 $550,000 $2,288,484 $15,390,592 

Proposed  Reserve Transfers
2012/13   
Balance

Original 
Plan

Proposed 
Transfer

2013 /14  
Proposed
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 With the proposed and planned transfer recommendations, General Fund fiscal 
safety reserves will equal $5,725,000, which is slightly above the policy goal of 20%.  

 The proposed and planned transfers include an additional $250,000 of funding into 
OPEB reserves as the City continues to address this benefit liability. 

 Additional excess reserves are also being proposed as follows: 
o $450,000 to establish a CalPERS pension reserve in anticipation of rising 

pension rates. This was projected in the FY 2013/15 to take place at the end 
of FY 2013/14 and this mid-year report proposes the establishment of this 
reserve at this time. 

o $750,000 of capital dollars to be placed into the Community Facility renewal 
Fund as the City considers renovations and/or upgrades of City facilities.  

o $338,884 into the Workers Compensation Internal Service Fund as a follow 
up to the June 30, 2013 audit results calling for a need for increases in 
insurance fund reserve levels. 

 
All proposed transfers, with inter-fund allocations, are summarized in Attachment 3. 
 
Operating Budget Adjustments: In addition to actions taken by Council since July 2013, 
the mid-year budget review is useful in bringing to Council’s attention the need for any 
operating budget adjustments. Many of the items listed below were identified as needed, but 
were not included in the FY 2013/14 budget pending year-end financial results. Several of 
these items are recommended for funded via the transfer of existing General Fund 
contingency dollars, for zero-net budget increase, with the remaining calling for new 
appropriations.  
 
These are as presented in Attachment 4 and include: 
 
Authorized and Deferred Full-Time Positions 
 

 The filling of three (3) full-time positions of the total of twelve authorized positions, 
which were, deferred in this and prior fiscal years as cost-savings efforts. If 
approved, the deferred and unfunded positions will now total nine (9). Financial 
trends to date, and those anticipated into the future indicate that resources are 
sufficient to fill these position to support service delivery in Maintenance Services 
and Recreation. 

 
Operating Expenditures 
 

 Police – Funding for technology, design and build out of a tri-city virtual briefing 
room in the existing Police facility for day-to-day briefings, training and information 
exchange.  

 Maintenance Services - Funding for: (1) Installation of a protective weather 
overhang for the Fuel Station at the Municipal Services Yard, for asset protection 
and operational safety measures; (2) Increased water utility costs as result of the 
2013/14 drought; and (3) Material Safety Data Sheet management services, an 
OSHA safety requirement related to hazardous chemical use. 
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 Finance – Funding for: (1) the carry-forward of an OPEB actuarial needed for audit 
purposes; (2) Engagement of property tax audit and information data gathering 
services; and (3) Contract services to implement paperless pay stubs and an employee 
web portal. 

 Recreation – Funding for various departmental supplies and support services 
related to programs and event management. 

 Information Technology - Augmenting the level of technology contract services 
for specialty network support, a need heightened by the imminent safety Tri-City 
dispatch, and service assistance necessary until the vacant I.T. staff positions are 
filled. 

 
CIP Status Report 
 
Continuing the periodic reporting of the status of Capital Improvement Program (CIP), the 
CIP Status Report is included in tonight’s agenda under separate cover.  
 
Challenge Indicators  
 
There remain challenge areas that are considered as the City’s Financial Plan is reviewed. 
These are summarized as part of Attachment 5.  
 
FISCAL IMPACT 
 
The recommendations in this report place into use excess General Fund reserves that 
resulted from increased revenues and operational savings as of June 30, 2013 and the 
transfer of  contingency funding built into the budget at the time of adoption. $2,288,484 is 
reallocated via transfers into key fiscal reserves to realize and enhance adopted budget 
projections. $93,730 in additional General Fund appropriations to fill three previously 
deferred full-time positions and $76,550 in equipment and service items additional 
appropriations are proposed for a current-year budgetary impact of $170,280 (see 
Attachment 4). The ongoing fiscal impact of the three deferred positions noted above 
approximates $281,190 and $14,000 of operational costs will be included in the update of the 
FY 2014/15 budget.  
 
PUBLIC CONTACT 
 
Posting of the meeting agenda serves as notice to the general public.  
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City of Los Altos 
Month End Financial Status Report 

Performance Instrument Panel 
December 2013 
Mid-Year Results 
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City of Los Altos 

Budget to Actual Expenditures By Department - General Fund 

December 2013 (Mid-Year) 

ORIGINAL 
DEPT I DIVISION EXPENDITURES BUDGET 

EGISLATIVE & ADMINISTRATION 1,347,960 
FINANCE & TECHNOLOGY 1,971 ,675 
HUMAN RESOURCES 523,330 
PUBLIC SAFETY 15,134,647 
COMMUNITY DEVELOPMENT 3,015,520 
MAINTENANCE SERVICES 5,581 ,222 
RECREATION 2,164,961 
GENERAL FUND 29,739,315 

Exp (Over) Under Prior Year Dollars 
Budget to Actual Over (Under) Prior Year % 
Budget to Actual Over (Under) Annual Average % 

.. 

ADJUSTED 
BUDGET 

1,347,960 
2,181 ,675 

523,330 
15,150,295 
3,015,520 
5,609,663 
2,172,460 

30,000,904 

PRIORYR 
Y-T-D Y-T-D BALANCE 

ACTUAL ACTUAL % USED AVAILABLE 

549,436 40.76% 798,524 
811 ,623 37.20% 1,370,052 
223,934 42.79% 299,396 

5,887,180 38.86% 9,263,115 
1,338,155 44.38% 1,677,365 
2,560,091 45.64% 3,049,572 
1,081 ,696 49.79% 1,090,764 

12,452,115 12,390,905 41 ,51% 17,548,788 

(61,211) 

Budget vs Actual Expended - Percent of Year 50% 

RECREATION 

MAINTENANCE SERVICES 

COMMUNITY DEVELOPMENT 

PUBLIC SAFETY 

HUMAN RESOURCES 

FINANCE & TECHNOLOGY 

LEGI SLATIVE & ADMINISTRATION k! ___ .1!!!!!!!!!.!!!!! 
-5% 5% 15% 25% 35% 

I . Budget _ Actual 
.. _-_. 

Notes: 
• Includes 13-14 Encumbrances and administrative adjustments 
• Recreation Costs are seasonal with higher costs realized in the summer months 
• Non Department has been adjusted for the PERS side fund pay down 

% 
AVAILABLE 

59.24% 
62.80% 
57.21% 
61.14% 
55.62% 
54.36% 
50.21% 
58.49% 56.87% 

-0.14% 

45% 55% 

% of Year 
50.00% 

% UNDER 
(OVER) 

9.24% 
12.80% 

7.21% 
11.14% 
5.62% 
4.36% 
0.21% 
8.49% 

1.62% 

49.79% 

45.64% 

44.38% 

38.86% 

42.79% 

37.20% 

40.76% 



OIV# 

61200 

62100 
62200 

74100 

City of Los Altos 
Budget to Actual Expenditures By Divisio n - Enterprise Funds 

December 2013 (Mid-Year) 

PRIORYR 
ORIGINAL ADJUSTED Y-T-D Y-T-D BALANCE 

DEPT I DIVISION EXPENDITURES BUDGET BUDGET ACTUAL ACTUAL % USED AVAILABLE 

33% 1,721 ,637 
SEWER SYSTEM MAINTENANCE 832,050 837,642 379,704 45.33% 457,938 
SEWER 3,622,305 3,629,444 1,449,869 39.95% 2,179,575 
URBAN RUNOFF PROGRAM 209,620 209,620 97,464 46.50% 112,156 
STORM DRAIN 47,860 47,860 26,020 54.37% 21,840 
STORM DRAIN 257,480 257,480 123,484 47.96% 133,996 
SOLID WASTE 440,310 440,310 169,129 38.41 % 271 ,181 
SOLID WASTE 440,310 440,310 169,129 38.41% 271,181 
ENTERPRISE FUNDS 4,320,095 4,327,234 1,742,483 2,116,754 40.27% 2,584,751 

Exp (Over) Under Prior Year Dollars 374,271 
Budget to Actual Over (Under) Prior Year % 
Budget to Actual Over (Under) Annual Average % 

% of Year 
50.00% 

% Five Year % UNDER 
AVAILABLE Average (OVER) 

61.67% 
54.67% 
60.05% 10.05% 
53.50% 
45.63% 
52.04% 2.04% 
61 .59% 
61.59% 11.59% 
59.73% 57.03% 9.73% 

8.69% 
2.70% 
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City of Los Altos 
Revenue Budget To Actual Comparisions - Summary Report 

December 2013 (Mid-Year) 

12·13 12·13 13·14 13·14 Actual to Actual Budget to Budget to 
Actual Budget Actual Varlance Variance 

11,481,210 5,004 ,561 11 ,892,982 5,467,950 463,389 9.26% 
2,424,450 0 2,604,600 0 0 0 
2,598,300 951,492 2,615,600 949,355 (2 ,138) -0.22% 
2,598,960 1,100,881 2,629,800 1,055,590 (45,291) ~. 11 % 

1,498 ,000 807,323 1,663,100 897,601 90,278 11.18% 
472,248 299,941 479,900 234,839 (65,102) -21.71 % 
453,200 216,371 418,400 220,620 4,249 1.96% 

1,692,414 383,055 1,726,200 363,881 (19,173) -5.01 % 
2,680,108 1,509,069 2,488,200 1,737 ,730 228,661 15.15% 

52,499 15,102 0 12,639 (2,462) -16.31 % 
427,200 103,363 361,800 70,822 (32,541) -31.48% 
,378,589 10,391,158 26,880,582 11,011 ,028 619,870 5.97% 

8,000 0 23,700 0 0 0 
1,814,534 823,571 1,817,100 739,338 (84,233) -10.23% 

116,210 59,609 112,900 18,930 (40,679) -68.24% 
891 ,747 445,874 918,500 459 ,252 13,379 3.00% 

% 
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City of Los Altos 
Direct Cost Recovery Center Performance 

December 2013 (Mid -Year) 

REVENUE EXP REVENUE % BUDGET DIRECT % ACTUAL DIRECT 
BUDGET BUDGET ACTUAL EXP ACTUAL COST RECOVERY COST RECOVERY 

2,488,200 1,248,290 1,664,849 629,880 199.33% 264.31% 
1,817,100 1,943,1 10 698,198 914,614 93.52% 76.34% 
4 ,305,300 3,191,400 2 ,363,048 1,544,494 134,90% 153.00% 
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Attachment 2 
General Fund Projections 
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Attachment 3 
Proposed Fund Transfers 

Adopted Mid-Year 
Proposed Fund Transfers Budget Augmentation 

Increase in Operating Reserves: :\s projected and arrron:J in the 1", '2012/ 13 :\unrrcd 
Huu,I?ct ("Ml,(~Kl (2(M),(J()(,I 

Increase in OPEB Reserves: ;\s projected and arrrm·cJ in the FY2()12/D :\dorrell 
Budget (2St),tM It) II 

Estab lish a CalPERS Pension Rate Increase Reserve: Early implcrncm:nion o f a 
S450,O(lO balance onl-,>inally lichcdulcd for [0)' 2014/ 15 II (4 50,()()O 

Community Facility Renewal Fund: Cnpital St·! aside in nnricipalion of sil-,'flifc:lnt capital 
facility replacements undcr discussion and c()nsideralion II (75I1,"HI 

Workers Compensation Fund Reserves: Fudnin~ rescn·".' IC"sl~ giycn June 30, 2013 
audit :md actuarials results II mR,4H4 

Total 

Proposed 
Transfers 

(SIIO,tUX) 

(250,tKltl 

(450,I)(M) 

(7S0,O!}O 

(33H,4R4) 

Total Transrers (550,000) (1,738,484) (2,288,484) 

Realized FY 2012/13 General Fund Excess Reserves 2,631,114 

Remainine: {Available to Fund Operations and AVDroDriations 342,630 

Communi ty Workers 
Operating Pm Facility Compensation 

Reserve OPEB Reserve Fund Fund 

SOO,OOO 

2S0,fMIO 

4SD,(KI() 

750,000 

33K,4B4 

500,000 250,000 450,000 750,000 338,484 
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General Fund Proposed B"dRel Adjustment Descriptions 

Attachment 4 
Proposed Budget Adjustments 

1 Filling and Funding 3 Previously Ddc:rrcd Positions Addition:!.1 appropri:u;ons 10 fund thc following three positions. 

h Public Works· Maintenance Supervisor (Ill Year 2U13/ 14 - S.J9,64 M~ 

III Public Works · Maintcollnte Worker I (\/3 Year :!I113; H - 527,16(1) 

]e Recreation - Office AlisistllnllI (1/3 Yell! 2UI3/ 14· 526,(411) 

2 Equipment Requests - Usc of l';';i~ l;ng (;cncr:>.l Fund Conlin~m:y Dolb.f$ fC)r lhe dcfc lToo and/orcmcrging equipment needs 
:!a Public Works - F uel Station Weather Overhang, 'Ibe [luKha.<e and IMtrul:Ulon ofa protcrtwe flun:md weather n,'emang fm the City'~ fleet and emer~nC)' 

fuel supply sta ... on for e"lutpment protecuo ... and employee safety m mclement wClI.ther (deferred in the prior ),ClI.r) (usc of ex,stlng contmgt'nc~') • 

2b Police - T ri_City Virtual Dc-briefinR and Inronmllion Sharing, 'Ib e purchase and installatIon of audlC' and ~'isual CtJUlpment wSlhm the two cx'~tm,t; police 
fac,),t)' conference moms to fac,li tate tn ,cIIY 10mt de briefings and information shanng. -Ibis :lfl"c'pates usc WIth the ImplementatIOn of the the ~harcd dispatch 
and records managt'mcnt pro,ect currently undef'w a)',(use of eXlstm,t; c"ntm~nc)') • 

::!c Police/l nrormation Technology - I m;:~:lSed Uninte rrupted Power Service Devices, V(',th the expansion o( network power load e:\,:pencnced as new 
polocc s)'S tcms come on bOl\rd and nctwoa upgntlcs are tlevcloped, a neetl has an!'Cf\ to mcrt'a$C cleClncal power supply blick-up systems In protect 2p;nst 
power outages:o.nd nsing Imtl k:vcls, (usc o( eXlshng contongcnq) • 

J Serviee RequcslS - Use of I~xisting Genenl [-'und Contingency DoU:u'$ for the deferred :md/or emerging equip~nt needs 

3a Public Works· Parks - Water Utility. The 201] dmu,t;ht has cau:«'tl a heighled usc of water in numt:llnmll C'f)' PiUks bcrond nonnal trend~, 

3h Public Works - Hazardous Material Data Gathering. Thi~ woulu deploy contraci ilCl'\'ice to manage d~ta g:Hhcnng for hanniou5 malenals used III the line 
of sen'lCc In comphancc wllh ()SI [A re"lui remcnls 

~c Finanee - Property Tax Audit and Reporting Services - This wou[J deplo}' contract ~ef\"ccs, much lIke ex,slmp: sales tax sen'lces, to both auJit and prol',de 
an mformallnnal data pot1al for CII)' pmpet1r tax Ih,s "..,]1 be highl)' u:«'fu[ m trending and ~pcrtalil':cJ data p:;tthennA and plar mlO furure (; IS mUllllII'es 

1d Finance · OPEB and Othcr Actuarial Services - Thi.~ funJ~ a carr)' (o","IIrd o( 211U/ 1] actuana\ scmce$ nccdcJ ror fm:o.ncuJ audit rcPOt1onp: at S'.15110, New 
(,,\sn accnuntonp: rcquln:menls w.1I al~1 call (nr new pcn~KM1 actuanal ~tudics • a COSI tMI will be built mto thc 11114/ 15 budget_ (usc of e",sung cnnl1ngcnq) • 

,k Finanee - Employee Payroll PoTtal and Pape rless Pay Stub · I':nhancmg current conlnct SCf\'lCes to ,mplement paperless pay stubs f~.r all ( :11)' cmpklyce5 
and the tle"c\opment of s sel(.!!Cn'lee web b:l.~ed pa)'rnll mformatlonal pot1al (a[I\",·,ng for on screen new nf pa)'srubs, cmplfl)'cc profiles, \'r' :!5 :o.nu empkl)'ee 
news) 

4 [nform~tion Technology (Services ) - Au;.,",enung the le,'c\ of technology SUp['lflrt and contract sen'ices for specl'OI.Ity network SUppflrt, a need heIghtened by 
the ImmInent safel)' Tn·C,ty lhspatch, and :«'n 'lce USISt;l. nCe necessary a.~ staffing \;!;CanCles are m the process (If rct:ru; tmcnt. (usc of eXls tmg conun,J:tCncy) • 

5 Non-Departmental- Transfer and UM: of of cx,stm,t; (iencrall'und Contmgencles In pan,ally " ((!;oCt addctl (;enen.! Funu re"lUCSIS listed ab,we (.) 

Net tmpaee General Fund 

Equipment Replacemcnt Fund Proposed Bud~el Adjuslmcnl5 

(, Recreation. Sundry Event Equipment Needs· [;or the pUKhasc ofa a Summer Concet1 banner, fac;[it), mom chain; in Room:! and a ne\\' e"ent time-
dock 

Nellmp3cI Equipment Replaee menl Fund 

ot31 Nel Budr:ct Impaci orBudgel Adjustments By P und 

I( ;encrall'und· l.aix)r 

I( ;enernll 'und- Matenals & Scn'lce~ 

'l'.lfU'pment Rephcemcnt Fund 
:rotal 

Total 
Amount Appropriation 
Existing Revised Budget 
Budget Budget Addition 

'Ii .jInm I -I4HOlI 

" I 27·[\1) I 27·nu 
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Challenge Indicators 

Attachment 5 
Challenge Indicators 

State and Regional Economics: As highlighted at UCLA's December 2013 forecast, economic growth has clearly been experienced in 2012/13 but 

we should not expect dramatic shifts in trends. As stated in the latest forecast extract, "In the short term, the Forecast predicts the economy won't 

quickly help swell empty or near empty bank accounts. On a national level, the forecast calls for real GDP growth in the current quarter to be a 

modest 1.8 percent, and by the second quarter of next year a sustained 3 percent growth path. "In this environment, employment will be on track 

to add about 200,000 jobs a month and the unemployment rate will decline to about 6 percent by the end of 2015," 

Cost Increase Areas: As discussed in the FY 2013/15 biennial budget, the landscape continues to present the following fiscal cost stress pOints: 

Change in Accounting Practices are Here: The Government Accounting Standards Board (GAS8) significant new pension accounting standards 

forecasted last year are now a reality and will be implemented by the City in FY 2014/15. Much like recent post-retirement health benefits 

standards (GASB45). this new standard requires government agencies to fully value quantify and record pension liabilities in their financial 

statements. City staff recently issued newly released CalPERS information quantifying Significant unfunded liability amounts - numbers that have 

been provided to all California government agencies. Clearly, although long-term in nature, these liabilities do underscore the challenge that exists 

in funding and managing pension benefit costs. 

Pension & Benefit Costs: The City's Financial Commission also introduced a comprehensive study of pension plans and the potential fiscal impact 

on the City noting the reality of rising rates. To that end, we anticipate future increases in CalPER5 pension rates given equity market conditions 

combined with the real possibility of changes in pension assumptions, actuarial valuations and new legislation. The City set an important strategic 

course with implementation of a two-tier benefit plan and phased employee contribution levels for all employee groups. Most recently, the 

Governor's reform bill, A8340, has introduced significant measures and new, and lower, benefit levels aimed at curbing pension costs Reductions in 

CalPERS discount rate assumptions will have a material impact on General Fund costs and continue to be a concern. 

Aging Facilities & Civic Center Revitalization: The need to update aging public facilities, most notably the Community Center, City safety, 

Technology assets, is a reality that and in need of a near-term solution. As the City and the community navigate its options in this initiative, such 

costs will compete with other resources as it evaluates overall infrastructure needs. 

Other Post Employee Benefits (OPEB) and Insurance liabilities: Actuarial valuations completed last year have again quantified existing liabilities 

for Other Post Employee Benefits (OPE8) and rising incurred-but-not-reported liabilities for Workers' Compensation and General liability claims. 

Although these liabilities are fully reported in the City's financial reports, their associated costs will certainly find their way into future budget 

estimates and draw further on resources. 
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