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TODAY’S AGENDA

> Budget Timeline
> FY 2026-27 Base Budget

What is the “Base Budget™?
Modified Zero-Based Budget Methodology

General Fund Base Budget Revenue and Expenditure Assumptions

Projected General Fund Balance Structure

Department Budget Reduction Target

Service Categories by Department

Other Funds

» Capital Improvement Program
> Next Steps
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9 7 FY 2026-27 BUDGET TIMELINE

PUBLIC | BUDGET STEP - TIME FRAME

MEETING = ;
Council Strateqgic Planning Workshop: FY2026-27 March 7, 2026
Strategic Plan Update and Priority Setting
FY 2025-26 Mid-Year Budget Review to Council March 09, 2026

Budget Session 1: Budget Methodology, Budget Calendar, April 13, 2026
Long-Term Financial Forecast and Preliminary Budget

Strategies.

Council Adoption of the Strategic Plan May 11, 2026

Budget Session 2: FY 2026-27 Base Budget, Long-Term  May 11, 2026
Financial Forecast, Budget Strategies and FY 2026-31 CIP

Budget Review

Planning Commission: Review of the Proposed FY2026- June 1, 2026
31 CIP Plan for Conformity with General Plan

Budget Session 3: City Council Review and Approval of June 8, 2026
Proposed FY 2026-27 Budget Recommendations and

Workplan

City Council Budget Hearing: Formal Adoption of the FY  June 22, 2026
2026-27 Operating and Capital Budget and Citywide Fee

Schedule
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—y WHAT IS THE “BASE BUDGET™?

Developing the Base Budget is a key step in the budget development process

The FY 2026-27 General Fund Base Budget is built upon the FY 2025-26 Revised Budget MINUS all one-
time expenses approved by City Council for the last year’s budget and throughout the year, PLUS FY 2026-27 Base
Budget Assumptions.

Base Budget is NOT a Proposed or Recommended Budget

It DOES NOT include ANY increase or reduction of CURRENT level of services
It DOES NOT include ANY increase or reduction of CURRENT staffing levels

It DOES include CIP program allocations for FY 2026-27 Non-discretionary projects

(although subject to future addition/modification based on today’s discussion)

Base Budget is TODAY’s services and TOMORROW's cost




BUDGET PROCESS UNDER MODIFIED
ZERO-BASED BUDGET METHODOLOGY
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Establish the “Base” Budget at the current service level
Develop Base Budget Revenue and Expenditures Assumptions
(Ex: medical and PERS rates, inflationary adjustments, etc.)
Determine Surplus or Deficit
Develop “decision packages” to Council for service enhancements or reductions

Department Directors rank decision packages based on their priorities

City Manager ranks prioritized decision packages citywide and includes the CM-Recommended

options in the Proposed Budget

Present Recommended Budget to Council for approval
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@ N FY 2026-27 BASE BUDGET HIGHLIGHTS

-

General Fund Revenues: $53.2m
-0.7% down from FY 2025-26 Revised Budget
General Fund Operating Expenditures: $57.Im

3.5% over FY 2025-26 Revised Budget

Structural Deficit of $2.3m (after 5% Salary Savings)

Previously approved budget strategies to:
Keep Excess ERAF Revenues in the General Fund ($3.9m)

Fund the VLF in-lieu backfill Revenues ($1.06m), but assign a portion of the General Fund balance to offset the potential loss of
these revenues

Advance ED Workplan and Prioritize Revenue-Generating Development
Incorporate CAP findings into FY 2026—27 Base Budget

Incorporate conservative fee assumptions into FY 2026—-27 Base Budget




$) & NOT INCLUDED IN THE BASE BUDGET

No changes to the current level of services
No changes to the staffing level
No additional funding to advance the City’s Strategic Plan and priorities

No new Revenue Measures
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| NOTABLE BASE BUDGET ASSUMPTIONS

GENERAL FUND REVENUE - $53.3 MILLION

5 Change
FY 2024-25 FY 2025-26 FY 2026-27 Base over (% Change Base
Description Actuals Amended Budget Base Budget Armended over Amended
Taxes 28, 715280 40,5997 380 40552000 | 5 [445320) -1.1%
PropertyT ax 16,724,730 17,728 870 18391000 | § e223304C_ 37% O
Sales Tax 3,101,240 3,125 230 3173000 | 5 g7 7] 1.5%
Meazsure 2,582 548 2,580,000 2812000 | & 52 000 20%
Transient O coupancy T ax 3,298,520 2,984 21 2,750,000 E (234, 221) > -7.8%
Franchize Tax 1,404,083 1,171,440 1192000 | 5 s 1.8%
Businzss License Tax B85 715 582000 BO7000 | & 15,000 2656
LitilityUsars Tax 3,188,489 3,848 782 3733000 | 5 2 25846
Wehicle Licenss Fess 4,832,135 4839057 3,499,000 CE [1,140,057) > -24 5%
Canna bis Tax 780,852 700,000 700,000 | 5 - 0.0%
==z ERAF 145,000 2,880,000 3900000 | 5 40,000 1.0%
Intergovernmentzl 4 244 471 2726420 2413000 & (212.420) -11.5%
Inwestmeant Earnings 1,191,873 o, 100 1009000 | & 10,200 1.1%
Charges for Services 7. 719039 7,448 200 2832000 | & 1382200 18.6%
Sub-total 50,571,184 52,170,100 52806000 5 1.2%
Transfars In 1,422,000 1,478 200 450,000 (& (1,028 200} -39.8%
Total 51,993,184 53,648 900 53256000 5§ (392900 -0.7%




‘s | NOTABLE BASE BUDGET ASSUMPTIONS

& GENERAL FUND REVENUE - $53.3 MILLION

&

» Property Tax
=  The City's largest revenue source is projected at $18.4 million showing 3.7% increase over the Revised FY 25-26 Budget
=  For the FY 2026-27 Budget, property taxes comprise approximately 34% of City General Fund revenues
= Historically, Pacifica's property tax base has shown slower growth compared to some other Bay Area cities

»  Transient Occupancy Tax (TOT)

=  Projected to decline as a result of new Short-Term Rental (STR) Ordinance changes
=  Projected FY 2026-27 revenue loss of $230k reflected in the base budget
»  Vehicle License Fee (VLF) in Lieu
=  The third largest revenue category that accounts for 7% of the FY 2026-27 Budgeted General Fund revenues
=  The County estimates show a shortfall in FY 2026-27 of $3.7 million

=  As per budget strategy #2, staff included these revenues for FY 2026-27 Budget, but will assign a portion of the General Fund reserves as assigned fund
balance designation to offset a potential loss of the backfill if the State does not follow through on its obligations

» Transfers In

= The Transfers In category saw a large reduction this year due to the transfers in from the Measure A and Gas Tax funds being lowered due to declining
revenue and increasing costs of the pavement projects
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“.&“7 NOTABLE BASE BUDGET ASSUMPTIONS

GENERAL FUND EXPENDITURES - $57.1 MILLION

Expenditures By Category $ Change
FY 2024-25 FY 2025-26 FY 2026-27 Base over
Actual Amended Budget| Base Budget Amended
Salaries & Benefits $ 32513691 | § 36477464 | $ 39070336 | $ 2592872
Contract Services 7,964 118 9,999 608 8948611 | $ (1,050,997)
Matenal/'Supplies/Maintenance 5,035,576 0,062,649 4748587 | § (334,262)
Sub-total 45,513,386 51,559,921 52,767,534 " 1,207,613
Transfers/Allocations Out 2,009,600 3,093,226 4320593 | § 727 367
Transfers Out - Capital 75,000 20,000 50,000 | % -
Total $ 48,097,986 | $ 55,203,147 | $ 57138127 | $ 1,934,980




‘s | NOTABLE BASE BUDGET ASSUMPTIONS

& GENERAL FUND EXPENDITURES - $57.1 MILLION

&

> Personnel Expenditures: $39.1 M
=  Fully funded 202.25 Full-Time Equivalent (FTE) positions citywide, including salary step Increases for eligible employees
=  Funding for part-time positions is consistent with the prior year’s allocation.
= Includes Employer pension contribution rates and Projected UAL payment
=  Vacancies are budgeted at the top step with family coverage assumption for benefits

=  Additional contribution to PARS OPEB Trust ($283,750 ) towards the Actuarial Determined Contribution (ADC) consistent with the Council funding
strategy approved in 2022, in addition to pay-as-you-go contribution also included in the budget

=  Additional contribution to PARS Pension Trust ($236,000) consistent with the pension funding strategy.
> Contract Services: $8.9M
=  Removed previously approved one-time expenditures
= Applied a 1.5% inflationary increase
=  Ongoing community grants — PRC $100k and PBC $10k
> Material & Supplies: $4.7M
=  Removed previously approved one-time expenditures
= Applied a 1.5% inflationary increase
> Transfers: $4.3M
* Includes a $2.5m transfer to the Debt Service Fund per updated debt service schedule
= Op transfers to Internal Service funds, including Motor Pool and Risk Management funds, to cover insurance premiums, claims management, and
personnel cost allocation
= Includes $50K General fund transfer towards the CIP program for the Economic Development Improvements project (all other non-discretionary CIP

projects are funded by other funding sources)




OTHER ONE-TIME ITEMS
NOT INCLUDED IN THE

BASE BUDGET

Description Previous Previous Fund
Amount

OneShoreline $40k General Fundl10]
Fog Fest $25k General FundIOl
Pride $5k General FundIOl
SFRV Temporary Safe Parking $204k Housing Action Fund 221
Program (TSPP)

*PRC (TSPP) $208k Housing Action Fund 221

*The ongoing PRC cost of $100k is included in the GF base budget



FY 2026-27 GENERAL FUND BASE BUDGET

» Salary Savings of
5% of S&B applied

Amended FY 2026-27
FY2025-26 Base Budget
Total Revenue 53,648,900 53,256,000
Total Expenditures 55,203,147 57.138.127
Net Revenue and Operating Expenses (1,554,247) (3,882,127)|
Add back one-time Total Capital Project 50,000 50,000
FY 2026-27 Surplus (Deficit) - Operating (1,504,247) ( 3,832,127)|
e oy Savings Applied 732,402 1,565,517
Reserves to Cover VLF Reduction 771,845 0

FY 2026-27 Surplus (Deficit)

0

(2,266,610)|
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Qll DEPARTMENT TARGET REDUCTIONS
o
General Fund Budget % to Reduce
Reduction Tamet FY 2026-27 Approx. 5% of
By Deparment Base Budget Dept B udget
5 eneral Government % 10,137,609 (548,384)
Folice Department $ 14,695127 (794,918)
Fire Department $ 9,588,286 (518,669)
Community Development % h, 778,104 (312,561)
Public Works $ 5,456,296 (295,153)
FParks, Beaches & Recreation $ 112112 (384,723)
Total $ h2, 767534 (2,854,408)

* General Fund deficit of approximately $2.3 million represents roughly 4% of General Fund operating

structural buffer against future projected imbalances identified in the Long Term Financial Forecast

* Departments have been asked to identify reduction options totaling approximately $2.8 million, or approximately 5%
* This will provide flexibility as the budget is refined, account for ongoing fiscal uncertainty, and help establish a




* LONG TERM FISCAL SUSTAINABILITY

“ ALIGNING SERVICES WITH

AN

Service Level
L ET e L

Legally Mandated Core Services

) o3

Must Be Funded Keeps the City Running i
Expands Services

To address the City's structural deficit and enhance the public's understanding of the current service levels,
departments will be asked to categorize their services into three categories

Mandated & Public Health and Safety Services: Federally, state, or legally required services, and those
directly tied to protecting life, property, and public safety.

Core | Essential Services: Critical services necessary to maintain basic City operations and community
functioning, but not legally mandated.

Discretionary Services /| Community Enhancements Services that enhance quality of life, community
identity, and long-term vibrancy.
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- SERVICE CATEGORIES

Departments were asked to conduct a comprehensive review of the services they provide and categorize them into three
broad groups:

* Legally Mandated - Federally, state, or legally required services, and those directly tied to protecting life, property, and public safety.

e Core Services - Critical services necessary to maintain basic City operations and community functioning, but not legally mandated.

e Service Enhancements - Services that enhance quality of life, community identity, and long-term vibrancy.

Department {(General Fund) Mandated # Mandated % Core# Core % Enhancement # Enhancement % | Total Services FTE's
Ciy Council 3 15 -
City M anagers Office 3 33 3.50
City Clerk 10 31 200
Economic & Housing Dievelopment 1 16 300
Community Development 18 45 10.75
Administrative Services (HR, Finance, IT) 14 36 15.00
Fire 8 15 26.00
Fuolice 12 53 43.50
Public Warks* 24 55 28.53
Parks, Beaches & Recreation 2 549 33.50
CITYWIDE TOTAL {GF Portion) a5 jh8 165.78

FPublic Works totals reflect the General Fund supported activities only, and exdude s enterprise operations for Wastewater and Beach Parking services and FTEs.



OTHER FUNDS

Enterprise Funds consist of Sewer/Wastewater and Beach Parking funds. Enterprise funds are used for services
that are financed and operated as a private business enterprise. The total enterprise base expense budget is $40.3
million, which is 34% of the City's overall Budget.

Sewer charges include a 3.5% rate increase budgeted at $20.7 million.
Operating expenditures include the same inflationary base budget assumptions.
The Salaries and Benefit costs of approximately $6.5 million are based on 31.5 FTE allocated directly to the Sewer Fund.

Special Revenue and Capital Funds are used to account for specific revenue sources or financial resources for
which expenditures are restricted by law or administrative action to specific purposes. The FY 2026-27 expenditures
of $10.3 million for this Category represent around 9% of the City's total Budget.

Internal Service Funds are used to account for Citywide services on a cost-reimbursement basis. These funds
accommodate the motor pool, employee benefits, and risk management needs of the City and are supported by the
funds that receive benefits. The FY 2026-27 budget for this Category is $6.3 million, which is 5% of the City's Budget.

Debt Service Fund is used to account for long-term debt obligations. The FY 2026-27 budget is based on the
updated debt service schedule. The FY 2026-27 budget for this Category is $2.9 million, or 2.5% of the City's Budget.




RECOMMENDED CAPITAL

IMPROVEMENT PROGRAM

Presented by:
Roland Yip, Deputy Director of Public Works — City Engineer

Daniel Patten, Interim Deput{/IDirector —Woastewater, Engineering
anager



CAPITAL IMPROVEMENT PROGRAM
NEW NON-DISCRETIONARY PROJECTS REQUESTING FUNDING
GENERAL CAPITAL PROJECT $50K

Project Title: Economic Development
Infrastructure
Improvements Project

Category: Streets & Sidewalks
Primary Fund: 10l — General Fund
District: 1,2,3,4,5
Strategic Priority: 2

Description: The Economic Dev
Infrastructure
Improvements project
delivers targeted
upgrades to utilities,
streetscapes, pedestrian
access, and other
improvements to
support business activity
and commercial vitality.




CAPITAL IMPROVEMENT PROGRAM
NEW NON-DISCRETIONARY PROJECTS REQUESTING FUNDING
GENERAL CAPITAL PROJECT $50K

Project Title: Terra Nova Blvd and
Oddstad Blvd Pedestrian

Crossing Improvements

Category: Streets & Sidewalks

Primary Fund: 213 — Street
Improvements

District: 4
Strategic Priority: 2

Description: The Terra Nova Blvd and
Oddstad Blvd Pedestrian
Crossing Improvements
project will install
rectangular rapid flashing
beacons (RRFB) and
speed humps to increase
visibility for pedestrians.




CAPITAL IMPROVEMENT PROGRAM

NEW NON-DISCRETIONARY PROJECTS REQUESTING FUNDING

GENERAL CAPITAL PROJECT $1.6M

Project Title:

Category:
Primary Fund:
District:

Strategic Priority:

Description:

FY 2026-27 Pavement
Resurfacing Project

Streets & Sidewalks
210 — Gas Tax

1,2,3

2

The FY 2026-2027
Pavement Rehabilitation
Project will rehabilitate
the pavement along
roads designated in the 5
year paving plan.This
project will also include
base repair as well as
installation of
thermoplastic traffic
striping, markings and
pavement markers.

ey puag cuad



CAPITAL IMPROVEMENT PROGRAM
NEW NON-DISCRETIONARY PROJECTS REQUESTING FUNDING
GENERAL CAPITAL PROJECT $495K

Project Title: FY 2026-27 Sidewalk,
Curbs, and ADA Ramps
Improvement Project

Category: Streets & Sidewalks
Primary Fund: 211 — Measure W
District: 1,2,3
Strategic Priority: 2

Description: The FY 2026-27
Concrete & ADA
Improvement Project
will repair and replace
damaged sidewalks,
curbs, and gutters at
priority locations
throughout the city in
compliance with ADA,
federal and state
standards.




CAPITAL IMPROVEMENT PROGRAM
NEW NON-DISCRETIONARY PROJECTS REQUESTING FUNDING
GENERAL CAPITAL PROJECT $92K

Project Title: Oceana Bike Lanes

Category: Streets & Sidewalks |

lanes along Oceana
Boulevard to improve Pacifica |
safety, accessibility, and ]
multimodal connectivity. i g |
The SCMTA Grant funds ot |
the feasibility study for |
the bike lanes.

Primary Fund: 211 + Grant — SMCTA {
District: 2,3 K
A
Strategic Priority: 2 =<z W
Description: The Oceana Bike Lanes : \\
project will install new : o
dedicated Class Il bicycle 3-;
) :




CAPITAL IMPROVEMENT PROGRAM
NEW NON-DISCRETIONARY PROJECTS REQUESTING FUNDING
WASTEWATER PROJECT $550K

Project Title: Pump Station
Flowmeter Project

Category: Wastewater
Fund: 518
District: 3,5
Strategic Priority: 2

Description: Flowmeters at the
Linda Mar and
Rockaway Sewer
Pump Stations are no
longer working. Flow
monitoring is critical
for the operation of
the wastewater
collection system and
the Calera Creek
Water Recycling Plant.




CAPITAL IMPROVEMENT PROGRAM
ONGOING CORE NON-DISCRETIONARY PROJECTS
REQUESTING NEW FUNDING

General Capital Projects

Manor Drive O/P Improvements $5.5M (Fund 312) - Project will widen
the vehicular over-crossing over Highway 1 at Manor Drive, install traffic
signals to better facilitate traffic, install pedestrian and bicycle
improvements. $4.95M from Highway Program Grant Funding.

Annual Pavement Striping & Marking Refresh Project $75k (Fund 213)
- This annual project will refresh centerlines, bicycle lanes, edgelines,
crosswalks, stop bars and more striping on City roads.




CAPITAL IMPROVEMENT PROGRAM
ONGOING CORE NON-DISCRETIONARY PROJECTS
REQUESTING NEW FUNDING - WASTEWATER

Wastewater Projects (Fund 518)

Anza and Linda Mar Storm Water Pump Station SCADA Connection and Improvements $100k -
Connecting the Anza and Linda Mar Stormwater Pump Stations to the Wastewater SCADA System.

Calera Creek and Wetlands Maintenance $150k - Ongoing maintenance and monitoring requirements
for the restored Calera Creek wetlands.

Calera Creek Water Recycling Plant (CCWRP) Permit Update $20k - Updating the CCWRP’s
National Pollutant Discharge Elimination System (NPDES) permit.

Calera Creek Water Recycling Plant Piping Improvements Project $100k - Various piping systems
around the Calera Creek Water Recycling Plant are nearing the end of their useful lives.

CCWRP Blower Replacement $100k - Ongoing purchases to replace aging blowers and motors for the
Calera Creek Water Recycling Plant.

CCWRP Electrical Condition Assessment Project $300k — Continuous electrical improvements at
Calera Creek Water Recycling Plant.

CCWRP Environmental Compliance Project $50k - Ongoing needs to address environmental
compliance related issues.




CAPITAL IMPROVEMENT PROGRAM
ONGOING CORE NON-DISCRETIONARY PROJECTS
REQUESTING NEW FUNDING - WASTEWATER CONT’'D

Wastewater Projects (Fund 518) cont’d

CCWRP Headworks Rehabilitation and Improvement Project $2.4M - The CCWRP design was
based on screenings at the major pump stations. This Project will evaluate adding bar screening
facilities a{ the CCWRP, addressing headworks channel lining degradation, and installing new grit
equipment.

CCWRP Photovoltaic System Improvement Project- $1M — Replacing aging solar panels and
identifying areas for additional panel coverage.

CCWRP Process Optimization Projects $50k — Projects to improve the efficiency and effectiveness of
wastewater treatment operations.

CCWRP Pump Replacement $50k - Ongoing purchases to replace aging pumps and supporting
equipment at the Calera Creek Water Recycling Plant.

CCWRP R&R Project $250k - Ongoing Operations and Maintenance Projects to ensure reliable
wastewater treatment operations.

Collection System Projects $300k - Projects to repair and/or replace the aging sewer mainlines and
pump station equipment around the City. Projects will be evaluated and selected annually.




CAPITAL IMPROVEMENT PROGRAM
ONGOING CORE NON-DISCRETIONARY PROJECTS
REQUESTING NEW FUNDING - WASTEWATER CONT’'D

Wastewater Projects (Fund 518) cont’d

Collection System Rehabilitation & Replacement Projects: Vallemar and Rockaway Beach
Avenue $12.4M - Work includes the replacement of approximately 26,000 LF sewer main and
appurtenant work in the Vallemar and Rockaway Beach Blvd. neighborhoods. This project is intended to
be funded by a Water Infrastructure Finance and Innovation Act (WIFIA) Loan.

Crespi to Anza Sewer Replacement Project $500k - Rehabilitation and repair of the 12-inch sewer
main along Pacifica State Beach and Highway 1.

Digesters - ATAD Modification Phase 3 $200k - This project will continue to make necessary
improvements to ensure safe and reliable operations of the autothermal thermophilic aerobic digesters.

Easements R&R Project $200k - Replacing sanitary sewer lines in private utilities easements will
improve system reliability and reduce the cost of system maintenance.

Lateral Grant Assistance $200k - The City provides a voluntary private service lateral replacement
program to reduce the addition of &l from defective private service laterals.




CAPITAL IMPROVEMENT PROGRAM
ONGOING CORE NON-DISCRETIONARY PROJECTS
REQUESTING NEW FUNDING - WASTEWATER CONT’'D

Wastewater Projects (Fund 518) cont’d

Linda Mar Pump Station Rehabilitation and Repair Project $1M — Completing engine pump,
electrical and controls improvements to the Linda Mar Pump Station.

Sewer System Master Plan Update Phase 2 (New Development Data) $50k - Updating the existing
Sewer System Master Plan and incorporating new development data.

Sharp Park Pump Station R&R Project $1M - The Sharp Park Pump Station's odor control system is
at the end of it's useful life. The pump station wetwell does not meet current design standards. This
project will improve odor management around the pump station and improve reliable operations.
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S 7 NEXT STEPS

PUBLIC | BUDGET STEP - TIME FRAME

MEETING = ;
Council Strateqgic Planning Workshop: FY2026-27 March 7, 2026
Strategic Plan Update and Priority Setting
FY 2025-26 Mid-Year Budget Review to Council March 09, 2026

Budget Session 1: Budget Methodology, Budget Calendar, April 13, 2026
Long-Term Financial Forecast and Preliminary Budget

Strategies.

Council Adoption of the Strategic Plan May 11, 2026

Budget Session 2: FY 2026-27 Base Budget, Long-Term  May 11, 2026
Financial Forecast, Budget Strategies and FY 2026-31 CIP

Budget Review

Planning Commission: Review of the Proposed FY2026- June 1, 2026
31 CIP Plan for Conformity with General Plan

Budget Session 3: City Council Review and Approval of June 8, 2026
Proposed FY 2026-27 Budget Recommendations and

Workplan

City Council Budget Hearing: Formal Adoption of the FY  June 22, 2026
2026-27 Operating and Capital Budget and Citywide Fee

Schedule




NEXT STEPS

I. No Council action is required today

* May provide input on the presented FY 2026-27 Base Budget and CIP

2. Budget Session #3 on June 8,2026

* City Council Review and Approval of the City Manager’s Office
Proposed FY 2026-27 Budget Recommendations
3. Budget Hearing and Adoption on June 22,2026

* Formal Adoption of the FY 2026-27 Operating and Capital Budget, Citywide Fee

Schedule, and Policies



DISCUSSION AND DIRECTION

Sean Charpentier, City Manager
Yulia Carter, Assistant City Manager

Marisol Gomez, Director of Finance and Administrative Services

RolandYip, Deputy Director of Public Works - City Engineer

Daniel Patten, Engineering Manager
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