
ATTACHMENT B – GENERAL FUND LONG-TERM FORECAST 

Introduction 

The long-term forecast is an important planning tool for the City. While the City adopts annual budgets 

that must be balanced, the outer years of the forecast are presented to show the City’s financial condition 

and availability of resources into the future absent intervention. The forecast is generally updated twice 

annually and was last updated with the FY 2024-25 Supplemental Budget. This intervening update is 

intended to reflect Council action on July 2nd, 2024 to adopt new user fees, which is estimated to result in 

$500k of additional fee revenue in the current fiscal year, and $1m of additional revenue in future years. 

While the revised forecast below reflects these estimates, it is important to note that fee revenue is driven 

as much by the volume of services provided as it is by the fees themselves.   

The revised forecast is included in the Year End Budget Report to provide context for the Council’s review 

of the survey tool that will be used to gather community input as part of the upcoming public engagement 

process for development of the 2025-27 Financial Plan. As discussed during the Third Quarter Report and 

FY 2024-25 Supplemental Budget presentations, the long-term forecast for the General Fund projects 

deficits in the coming years. While staff does not expect that budget reductions will be necessary, it will 

be important that expenditure growth is limited in future years in order to incrementally reduce the 

forecasted budget deficits. The Council’s approval of updated user fees helps to reduce the forecasted 

deficit, but there are other considerations that are not currently included in the forecast, including 

macroeconomic impacts to revenue, upcoming labor negotiations, and expectation of service expansion 

over the coming years to serve our growing community (discussed in more detail below). 

All forecasts of future results are reliant on assumptions. Significant assumptions in this forecast include: 

 Continued Economic Growth: The City benefits from diversified revenue streams. However, many 

of these revenue streams rely on consumer spending and tourism and are therefore cyclical in 

nature. This forecast does not contemplate a recession or slowdown in spending. 

 3% cost of living adjustments: All staffing costs except pension costs are assumed to grow at 

three% per year.  This is consistent with the forecast presented to Council with the FY 2024-25 

Supplemental Budget, but represents an increase from the 2% inflator that was previously used. 

 Additional Discretionary Payments (ADPs) to CalPERS: We continue to forecast $2m per year in 

ADPs. This amount was established with the Fiscal Health Response Plan in 2018 and has not 

changed to reflect increased staffing costs due to a significant increase in employee headcount 

over the last several years. This means that progress in paying down our unfunded pension 

liabilities is projected to slow, and consideration should be given to whether or not the $2m ADP 

amount should be increased commensurate with increasing staffing costs. 

Other possible changes to be reflected in the future when more information is available include: 

 Revenue Forecasts: Our consultants provide forecasts for our major revenue streams annually. 

These forecasts updates reflect the constantly changing macroeconomic environment. 

 Labor Negotiations: The existing agreements and resolutions with the City’s three non-safety 

bargaining units (San Luis Obispo City Employees’ Association, Unrepresented Management, and 

Unrepresented Confidential Employees) will expire on June 30, 2025.  Should additional 

adjustments be necessary to address salaries and benefits for these groups, additional costs will 

need to be factored into the forecast. For context, a 1% percent increase to budgeted General 

Fund salary and benefit costs for these three groups in FY 2024-25 is shown in the table below: 
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Bargaining Unit 
1% of General 
Fund Cost 

CEA – City Employees’ Association $141,278 

CONF – Confidential  $10,549 

MME – Management Employee $145,728 

 

 Costs to Support Growing Population: The costs to serve a growing population are expected to 

put significant pressure on the City’s finances. These costs are expected to include new capital 

investments like neighborhood parks and increased ongoing operating expenditures to operate 

and maintain those investments. Staff has begun an effort to identify and estimate those costs and 

whether population growth will deliver sufficient additional revenues to fund them.  

 Emergency Storm Expenditure Reimbursement: The City is eligible to receive a maximum of 

93.75% of eligible costs incurred as a result of the Winter 2023 storms from state and federal 

agencies, and it is assumed that reimbursements will be received within 12 months of formally 

submitting the necessary filings. The first projects were initially submitted in October 2023 and we 

will soon be able to test this assumption. As noted in Attachment A, the Federal Emergency 

Management Agency (FEMA) is currently in a holding pattern due to the Disaster Relief Fund which 

supports FEMA’s public assistance program being nearly expended. While this is not expected to 

put the City’s projects at risk, it may delay obligation of funding for projects. 

While this updated forecast does show positive progress on closing the projected deficit, staff still expects 

expenditures to grow more quickly than revenues and some corrective action will be necessary. This 

forecast reflects only one change from the version presented with the Supplemental Budget, which is the 

addition of $500k in the current year and $1m annually going forward for the estimated impact of the new 

user fee rates adopted by Council in July. Staff will present more comprehensive updates to the forecast 

with the Financial Plan development process.  
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Table 1. Long-Term Forecast 

 

 


