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Understanding trends, forecasts, and policies
shaping the 2027 city budget proposal



Key Budget Considerations
Financial Policies

The city has detailed financial
policies that establish guidelines for
reserve levels, use of surplus funds,

and debt issuance.

Sustainability

The city develops a 10-year budget
forecast alongside its annual budgeting
process to ensure that adopted budgets

are sustainable and structurally balanced.
This means that recurring expenditures,

such as salaries and operational costs, are
supported by recurring revenue streams

rather than one-time funds.

Long Term Goals

The city uses long-range budget
models to plan and allocate funding

for major capital projects, such as
school construction and pension

obligations.

Revenue

The city has seen steady declines in
local receipts (revenue) throughout
2026 and is anticipating an overall

decrease of 1.5% in 2027.

Contractual Obligations 

Salaries and benefits account for
88% of the city's total operating

budget, with salaries exceeding $191
million and benefits amounting to

$59.3 million.

Inflation

We are experiencing rising inflation,
with projections indicating it will

continue through 2027 due to
increased oil prices, tariffs, and

energy costs.



The city has experienced a consistent decline in local revenues in 2026. In addition to the decrease in
motor vehicle excise taxes, the city anticipates a reduction of over $1 million in investment revenue due to
previously invested ARPA and Consentino borrowing proceeds. There has also been a significant drop in

permit fees, as the major construction projects currently underway were permitted in previous fiscal years.

State aid has fallen short of expectations, with a much lower than anticipated 2.3% increase in Chapter 70
funding, a 2.5% increase in government aid, and an 11.25% increase in assessments (or charges to the city),

which has risen by over $1 million.

These lower-than-expected revenue projections have placed greater pressure on property taxes,
necessitating the use of an additional $1.1 million from the city’s levy reserve. This has reduced the excess
reserve to just $1.48 million. Budget projections suggest that this reserve will be nearly depleted in 2028,
assuming continued departmental increases of 2.5%, estimated employee benefits rising by 4.5%, and

revenue increasing by 3.2%.

Revenue Outlook



Financial Reserves

It is the City’s responsibility to ensure that fiscal reserves are adequate and sustainable for future years. This includes
meeting or exceeding the city’s financial policy benchmarks, complying with Department of Revenue recommendations,

adhering to bond rating agency standards, and aligning with best practices set by the Government Finance Officers
Association (GFOA). Additionally, the City aims to maintain its AA rating, which helps to lower borrowing costs, leading to a

more efficient use of taxpayer dollars.

Financial Reserve Policies include:

                                                                      *Ensuring undesignated fund balance levels - Reserve Policy #1

                                                                      *Ensuring minimum free cash levels - Reserve Policy #3

                                                                      *Ensuring stabilization reserve levels - Reserve Policy #4

BOND RATING

AAAAAA   AA 
S&P GLOBAL



Reserve Policy #1

Reserve Policy #1 states that the City shall maintain an undesignated fund balance between 5%
and 15% of general fund revenues, less debt exclusion and Chapter 70.

The city’s undesignated fund balance as of June 30, 2025, was $13,985,452 or 7.85% of general fund revenue.

This is up from June 2024, which was $12,569,995 or 7.36%.



Reserve Policy #2 and Budget Policy #2
Reserve Policy #2 states that the amount to be held in free cash shall not be less than 2% or more than 8% of general fund

revenues, less debt exclusion and Chapter 70.  Budget Policy #2 states that no more than 20% of non-recurring revenue shall
be allocated for ongoing expenditures.

The city’s free cash balance at the end of fiscal year 2026 is projected to be $2,509,012, which represents 1.41% of general fund revenue.

This figure is a decrease from the free cash balance at the end of fiscal year 2025, which was $2,578,279 or 1.51%.

The city plans to allocate $5.1 million, or 54% of its free cash, to support the operating budget for 2027. This amount significantly exceeds

the 20% limit set by Budget Policy #2. The city has been out of compliance with this policy for over a decade and is working to make

annual progress toward meeting this requirement. To achieve immediate compliance, the city would need to reduce the operating

budget by $2.9 million.



Reserve Policy #4
Reserve Policy #4 states that the city shall maintain a Stabilization Reserve Fund of at least 3% of general

fund revenue, less debt exclusion and Chapter 70.

The city’s stabilization fund is $8,001,094, or 4.49% of general fund revenue, excluding Chapter 70 and debt exclusions. This is
up from fiscal 2025, which had a balance of $7,533,248 or 4.41%.



Budget Sustainability & Long Range
Forecasting

The long-term goals that influence the city’s budget forecast include:

Ensure that levy availability can support future level service budgets. This is

particularly challenging in years when inflation exceeds the 2.5% cap on annual

property tax increases.

 Reduce reliance on free cash to support the operating budget (Budget Policy #2).

Maintain financial reserves in accordance with internal policies.

Ensure debt ratios comply with financial policies.

Meet or exceed net school spending requirements.

Fund routine capital equipment and building maintenance.

Plan for large capital projects, such as the Fire Station, JG Whittier, and Whittier Tech.

Begin funding the Other Post-Employment Benefits (OPEB) liability of $307 million by

2033 using pension appropriations that will be satisfied in 2032.



How would a 1% increase to the School Department
impact City finances in the long term?

Raising the city's annual contribution to the School Department from 2.5% to 3.5% would
cost taxpayers over $26 million over a 10-year period. This increase would result in a city-
wide budget deficit of nearly $800,000 in 2029, which would grow to $3.7 million by 2032.



Why are some City department budgets
increasing by more than 2.5% in 2027?

When examining historical trends rather than just the 2027 budget, you can see that city funding for the school department
has significantly exceeded that for all other city departments. Since 2023, the school department's average annual funding

has increased by 7.3%, while all other city departments have received an average annual increase of only 3.5%.



Historical Increases by Government Function



What projects does the School Department’s annual
debt payment in the amount of $5.8M fund?



What is the distribution of the city’s debt portfolio?



How has the City made efforts to balance the budget?

Fund vacant positions at 50% saving $276,887
Reduce overtime by $677,142
Reduce employee benefits by $541,925 for anticipated vacancies
Reduced public safety supplies and maintenance by $136,050
Reduced Highway capital by $191,334
Reduce Highway street maintenance by $200,000
Reduce legal and consulting by $120,000
Reduce budget reserve by $891,334
Other line item reductions across 19 departments $527,405

TOTAL BUDGET CUTS $3,562,077

Increased use of Levy Reserve by $1,135,752
Increased the use of Free Cash by $150,000
Increased Motor Vehicle Excise by $508,626

TOTAL REVENUE INCREASE $1,794,378



Questions?
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