
MEMORANDUM

Date: January 28, 2026

To: Mayor and City Council

From: Gerry Beaudin, City Manager
Susan Hsieh, Director of Finance

Subject: Update Regarding the Financial Forecast Peer Review Report

SUMMARY  
In early 2025, the City Council received a report from Eide Bailly summarizing the firm’s 
observations regarding the City’s financial forecast and related financial management 
practices. The report (attached for reference) responded to the City's request for a 
robust, transparent, and comprehensive review and analysis of the City’s fiscal issues 
and included detailed observations, findings, and conclusions. The report generally 
agreed with City staff's reporting on long-term structural deficits, noting that expenses 
have and will continue to grow faster than revenues. This memo provides the Council 
with an update on the status of implementing the recommendations outlined in the 
report.  

The Eide Bailly report is broken into four sections:
1. Observations regarding the forecast
2. Observations regarding related financial management practices
3. Sensitivity analysis of key assumptions in the financial forecast
4. Recommendations for the City’s consideration

STATUS OF RECOMMENDATIONS The Eide Bailly report included six 
recommendations on the City’s financial forecast and related financial management 
practices. Those recommendations, along with the progress staff has made on 
implementing them are included below. 

Recommendation 1 – The City’s financial forecast should be updated to reflect, as 
appropriate, our observations.  

Staff Update – Overall, Eide Bailly observed that the City’s financial forecast employs 
an appropriate, standard methodology common among California local governments. 
The report included 11 Observations about the City’s Financial Forecast, the majority of
which confirmed the forecast’s relevance. Three Observations recommended 
improvements: 
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1. The Forecast would benefit from projecting revenues and expenditures that 
behave uniquely as individual line items in the detailed staff version of the 
forecast (Observation 8).    

2. The City has acknowledged its non-General Fund infrastructure and operations 
needs and is focused on addressing them (Observation 9).  

3. The Financial Forecast does not include illustrative charts and graphs or 
historical data (Observation 10).  

 
The City continues to address Observation 9 through the recent City Council-approved 
water rate increase and the ongoing sewer rate study, which is expected to be 
completed later in 2026. In addition, a Stormwater System Management Plan is 
currently under development.  
 
The updated financial forecast to be presented to the City Council in February 2026 will 
reflect the relevant changes identified in Observation 8. More illustrative charts will be 
included in the updated financial forecast presentation, along with three years of 
historical data, addressing Observation 10.  
 
Recommendation 2 - The City should revise its approach to presenting complex 
financial information to employ compelling presentations, succinct staff reports, 
and appropriate supporting documentation to enhance the understandability and 
usability of information provided to the City Council and the public.  
 
Staff Update - Staff began implementing this recommendation following Eide Bailly’s 
presentation to the City Council last year. Eide Bailly communicated to staff that the 
budget information presented to the community is comprehensive and valuable. Some 
of the more detailed information can be attached to the staff reports rather than included 
in the body of the report.   
 
Staff have aimed to prepare more concise, high-level staff reports and presentations 
over the last year and to take steps, such as including detailed information as an 
attachment to staff reports rather than in the body of the report, to improve readability.   
 
To provide simplified, community-friendly budget information to the public, the City 
produced a budget-in-brief document for the 2025-27 budget. An online budget book 
was also developed to provide easy public access. Below are the links to the budget 
documents. The mid-year budget presentation to the Council in February 2026 will 
focus on key information/trends, as recommended. See links below: 
 
Budget-in-Brief  
2025/26 and 2026/27 Operating Budget – Online Version  
 
Recommendation 3 – The City should develop a multi-year plan to prioritize and 
complete the remaining elements of its plan to catalog and eventually address its 
long-term funding needs.  
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Staff Update – As part of the 2025-27 budget development, staff advised the City 
Council that, in addition to conducting water and sewer rate studies to address funding 
needs for utility programs, a comprehensive long-term Financial Stability Plan will be 
developed, following key strategies presented below: 

 Implement immediate program and expenditure reductions  
 Explore new revenue options  
 Identify resources and implement an economic development strategy aimed at 

attracting new businesses  
 Conduct municipal service reviews/evaluate service delivery models  
 Develop a funding plan for infrastructure upon completion of the Citywide Asset 

Management Plan  
 Re-evaluate and develop a pension funding strategy  
 Update the reserve policy  
 Update the Financial Sustainability Plan and implement new budget strategies 

where applicable  
 
As part of the two-year budget adoption, the City Council approved cost reductions to 
sustain core services and provided additional resources to advance economic 
development initiatives. At the direction of the City Council, staff is also evaluating a 
hotel tax (transient occupancy tax or TOT) revenue measure.  
 
Following completion of the organizational assessment and Asset Management Plan, 
staff will finalize the Financial Stability Plan, including implementation details such as 
timeline and resources. Regular updates will be provided to the City Council.   
 
The water rate increase has been approved by the City Council, and the sewer rate 
study is underway. In addition, staff is working on a Stormwater System Management 
Plan to identify the capital needs and funding options.  
 
Recommendation 4 – The City should develop a plan to draw down its pension 
and OPEB (Other Post- Employment Benefits) trust funds for pension and OPEB 
costs, as appropriate, and incorporate those drawdowns into the baseline 
scenario of the financial forecast.  
 
Staff update – In March 2025, the actuary firm Foster and Foster presented an analysis 
and their recommendation on the use of Pension and OPEB trust funds. The actuary 
recommended against using the funds set aside in the Section 115 Pension Trust until 
the obligation is 100 percent funded and recommended using these funds only if 
necessary for budgetary considerations.   
 
For the OPEB trust, the actuary recommended that the City continue funding the 
required contribution until the obligation is 100 percent funded, and that the funds be 
used only for amounts determined in the actuarial reports.  
 
The City Council approved the use of $3 million in Pension trust funds and $2.1 million 
in OPEB trust funds as part of the 2025-27 budget adoption to help balance the budget.  
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Since the City Council’s direction was to use trust funds only for the current budget 
cycle, the use of Pension and OPEB trust funds is not built into the years beyond FY 
2026/27.   
 
Recommendation 5 – Once the City’s infrastructure funding plan, and any other 
funding plans, are complete, the City should revise its reserve policy to reflect 
Internal Service Fund reserve minimum balances based on a cash flow analysis 
of future needs.  
 
Staff update – The reserve policy for Internal Service Funds will be updated once the 
Asset Management Plan and related funding plan have been finalized. The Asset 
Management Plan is expected to be completed around April 2026. The funding plan will 
be developed following the completion of the Asset Management Plan.   
 
Staff will also seek input from the City Council before updating the reserve policy to 
properly reflect the funding needs for the various asset categories. The policy update is 
expected to take place in FY 2026/27 and may be included in the 2027-29 budget 
adoption.  
 
Recommendation 6 – Once the City’s infrastructure funding plan, and any other 
funding plans, are complete, the City should develop a presentation illustrating 
these needs across infrastructure, facilities, vehicles, and equipment.   
 
Staff update – Upon completion of the Asset Management Plan and funding plan, staff 
will present an analysis to the City Council and community.  There will be regular City 
Council updates (at least annually) to track project progress and plan changes where 
necessary. A webpage will be created to provide comprehensive, up-to-date information 
to the public.   
   
Attachment: Eide Bailly Report   
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EXECUTIVE SUMMARY

Completion of the City’s efforts to fill 
information gaps in long-term financial 
planning data, which will enhance the 
accuracy of the forecast. 1

OPPORTUNITIES

STRENGTHS

Short-term (2-3 year) projections are 
based on sound data and assumptions.
External subject matter experts assist in 
preparing key revenue projections.

WEAKNESSES

THREATS

Longer-term projections would benefit 
from enhanced detail and analysis.

The City’s communication of financial 
information can be improved.

Stakeholder confusion regarding the 
purpose of long-term financial planning. 2

Stakeholder confusion regarding financial 
condition and reserve fund use. 2
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METHODOLOGY OVERVIEW AND SCOPE OF SERVICES 
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ASSESSMENT OF FINANCIAL FORECAST 

NO. OBSERVATION DISCUSSION 

1 
The City’s short-term projections are 
based on sound data and 
assumptions. 

2 
The City utilizes expert revenue 
consultants to forecast its two 
largest General Fund revenues. 

3 

Revenue consultants’ forecasts only 
cover a limited period of time, and 
revenue growth in the outyears of 
the City’s forecast may differ from 
the years covered by their forecast.  

4 
The City is appropriately evaluating 
its infrastructure, facilities, vehicle, 
and equipment replacement needs. 

5 

The City’s current baseline and 
recession scenarios in the financial 
forecast project salary increases and 
other spending continuing at or 
above the historical pace. 

6 
The City is appropriately evaluating 
interfund subsidies and cost 
allocations. 
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NO. OBSERVATION DISCUSSION 

7 

The City has put in place a 
framework of regular forecast 
updates and public reviews of the 
forecast. 

8 

The forecast would benefit from 
projecting revenues and 
expenditures that behave uniquely 
as individual line items in the 
detailed staff version of the 
forecast. 

9 

The City has acknowledged its non-
General Fund infrastructure and 
operations needs and is focused on 
addressing them. 

10 
The financial forecast does not 
include illustrative charts and 
graphs or historical data. 

11 
The City has proactively set aside 
funds for Pension and OPEB 
liabilities in trust funds. 
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NO. OBSERVATION DISCUSSION 

12 

The City does not include the exact 
projected growth percentages from 
its revenue consultants in the 
forecast and uses linear growth 
rates for most other line items. 
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ASSESSMENT OF RELATED FINANCIAL MANAGEMENT PRACTICES 

NO. OBSERVATION DISCUSSION

1 

The level and type of information 
shared with the City Council and the 
community is very detailed, which 
can at times make it difficult to 
focus on key information. 

2 
The City’s current Internal Service 
Fund Reserve Policies set reserves as 
a percentage of expenditures. 

3 
The City is not currently utilizing 
funds in its Section 115 Trust for 
UAL-related pension payments. 
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NO. OBSERVATION DISCUSSION

4 

The City previously budgeted new 
revenue with uncertain timing 
related to the recently opened 
Costco store. 

5 

Funding needs for infrastructure, 
facilities, vehicles, and equipment 
are not currently presented to 
stakeholders with detail by fiscal 
year and by fund/funding source. 
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SENSITIVITY ANALYSIS
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RECOMMENDATIONS 

NO. RECOMMENDATION DISCUSSION

1 
The City’s financial forecast should 
be updated to reflect, as 
appropriate, our observations. 

2 

The City should revise its approach 
to presenting complex financial 
information to employ compelling 
presentations, succinct staff reports, 
and appropriate supporting 
documentation to enhance the 
understandability and usability of 
information provided to the City 
Council and the public. 

3 

The City should develop a multi-year 
plan to prioritize and complete the 
remaining elements of its plan to 
catalog and eventually address its 
long-term funding needs. 
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NO. RECOMMENDATION DISCUSSION

4 

The City should develop a plan to 
draw down its pension and OPEB 
trust funds for pension and OPEB 
costs, as appropriate, and 
incorporate those drawdowns into 
the baseline scenario of the financial 
forecast. 

5 

Once the City’s infrastructure 
funding plan, and any other funding 
plans, are complete the City should 
revise its reserve policy to reflect 
Internal Service Fund reserve 
minimum balances based on a cash 
flow analysis of future needs. 

6 

Once the City’s infrastructure 
funding plan, and any other funding 
plans, are complete the City should 
develop a presentation illustrating 
these needs across infrastructure, 
facilities, vehicles, and equipment. 
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APPENDIX A 

NO. DOCUMENT


