Agenda Item No. 12C
February 24, 2026

TO: Honorable Mayor and City Council Members
Attention: Savita Chaudhary, City Manager

FROM: Ken Matsumiya, Director of Finance
(Staff contact: Ken Matsumiya, Director of Finance (707) 449-5180)

SUBJECT: PRESENTATION OF THE FISCAL YEAR 2025-26 GENERAL FUND MIDYEAR
BUDGET; and

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF VACAVILLE
APPROVING AN EXPENDITURE ADJUSTMENT TO THE 2025-26 FISCAL
YEAR OPERATING BUDGET IN THE AMOUNT OF $395,292; and

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF VACAVILLE
AUTHORIZING THE CITY MANAGER, OR DESIGNEE, TO EXECUTE A
CONTRACTUAL AGREEMENT FOR THE REPLACEMENT OF THE CITY’S
PHONE SYSTEM WITH THE ZOOM PHONE PLATFORM

ACTION FOR CONSIDERATION:

Staff recommends the Council receive an update on the General Fund financial results through
the midpoint of the current fiscal year and approve budget augmentations to the FY 2025-26
operating budget in the amount of $395,292 to replace the traffic signal detection system at the
Merchant and Mason Street intersection, procure a replacement citywide phone system, and
address additional operational funding needs that have arisen. Additionally, Council is asked to
approve a resolution authorizing the City Manager or designee to execute a contract to replace
the citywide phone system with the Zoom Phone platform.

RECOMMENDATION:

Receive the update, and by simple motion adopt the subject resolutions.

BACKGROUND:

As part of the budget sessions leading up to the adoption of the FY 2020-21 City budget, staff
had recommended providing quarterly budget updates to Council due to the uncertainty caused
by the COVID-19 pandemic. Though this recommendation stemmed from the uncertainty of the
pandemic in spring 2020, staff recommend continuing these quarterly updates throughout the
fiscal year as a best practice, especially given the City’s current deficit spending position.

The presentation is the second quarterly update of FY 2025-26 and will include an update on the
financial status of the main operating fund of the City - the General Fund - through midyear,
revenue trends compared to prior fiscal years, and an updated five-year General Fund fiscal
forecast. Additionally, budget augmentation requests totaling $395,292 are also being presented
for the Council’s consideration as well as a financial update on the City’s Utility (Sewer and Water)
and Community Development funds.



DISCUSSION:
Fiscal Year 2025-26 Second Quarter/Midyear Update

Staff presents preliminary financial results for the General Fund through the second quarter
(Q2) of FY 2025-26/Midyear, July through December 2025:

. General Fund Budget vs. Updated Projected Revenues
. General Fund Budget vs. Expenditures at Midyear
. Current Year vs. Historical Revenue Trends

The General Fund serves as the City’s primary operating fund. Every government maintains a
General Fund to account for revenues and expenditures that are not required to be reported in
another fund. The General Fund is primarily funded through tax revenue and the services
provided out of the General Fund include public safety (police and fire), parks & recreation, and
the City’s administrative functions such as finance, human resources, information technology and
economic development.

General Fund revenues through midyear are trending slightly higher than originally projected at
the beginning of the fiscal year by about 3%. Though revenues are still expected to finish below
last year’s total, this is the first fiscal year since FY 2022-23 that revenue projections aren’t being
lowered at the midyear mark due to downward trends highlighting the stagnant revenue growth
the City has experienced over the last few fiscal years.

General Fund Revenue Projections at
Midyear
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As highlighted in previous budget updates and presentations, sales tax and property tax are the
City’s two largest General Fund revenue sources, consistent with most California cities. Together,
they account for more than 60% of total General Fund revenues. While midyear revenue data
brings some positive news for property tax and department charges and fees, sales tax and
Measure M revenues remain relatively unchanged from budget projections entering the year.



The City has received an updated sales tax (and Measure M) projection from our sales tax
consultants (HdL), who provide a quarterly projection based on the City’s tax data as well as
trends and data observed throughout the state. This most recent projection, which factors in
analysis of sales tax payments through September 2025, is approximately $400,000 (less than
1%) higher than the sales tax projection entering the fiscal year. Sales tax revenues, including
Measure M, are now projected to finish the year at around $49.3 million. While this may seem
like a positive development, for reference, this total would be less than the amount the City
received four years ago in FY 2021-22, $50.4 million.

Broader economic conditions (Inflation, high interest rates, weaker consumer confidence, lower
household discretionary spending) hampered sales tax growth not only in the City but statewide
over the last several years. From January 2023 through December 2024, statewide, there were
eight consecutive quarters where sales tax growth declined from the previous year. While the
2025 calendar year saw very modest growth (around 1%) statewide as the Fed lowered interest
rates, this growth is well below historical norms. This revenue trend has been experienced by the
City as well as annual sales tax revenues have not exceeded or matched FY 2022-23 figures.

On a positive note, the Property Taxes category is anticipated to finish higher than original
projections for the second consecutive year. Property tax revenue is now expected to finish $5.3
million or 13% higher than the budgeted projection and grow about 11% higher than fiscal year
2024-25 revenues. This double-digit percentage difference between the budgeted and updated
property tax projections are well above the year-over-year growth seen in citywide taxable
assessed values — around 6% - and is a product of several factors. The primary reason being
the County recently switched its property tax software which has caused some challenges in the
timeliness of new property values being reflected in the annual tax roll, which we rely on for our
forecasting. These new properties are eventually assessed through a supplemental bill with the
city receiving the revenue but the delay in the valuation of these properties has resulted in
conservative property tax revenue projections in our forecasting. The County has informed cities
that this software issue should be resolved before next year’s property tax rolls which should
decrease the variance we’re seeing between our initial projections and the property tax revenue
received. Growth in the City’s assessed property values was driven primarily by the residential
category, which accounted for about 80% of the $1 billion increase (a 5.8% rise).

In the Department Charges and Fees category, revenues are expected to finish approximately
$900 thousand or 8% above initial estimates. Parks and Recreation revenues from facility rentals
and class registrations and ambulance revenues are the most significant revenue streams in this
category. The two revenue streams are trending differently midway through the year. Parks &
Recreation related revenues are down about 5.5% compared to this time last year while
ambulance revenues are up by over 20%. This spike in ambulance revenues is the primary driver
in the revised upward projection in the Department Charges and Fees category.

Finally, for the second year in a row, the Other Revenues category is projected to finish below the
amount originally planned at budget adoption. General Fund building permit related revenues
through midyear are down nearly 55% compared to last fiscal year, which saw strong
development activity through December. The primary negative impact bringing down this revenue
category — similar to last year’s midyear revision - is the projection of CFD revenues for fire
services in the Lagoon Valley project area. Although the new fire station at Lagoon Valley is
staffed and operational, the full levy of the fire services portion of the Lagoon Valley CFD tax
intended to fund Station 76 does not occur until 200 permits are pulled per the City’s obligations
agreement with the developer. Staff had projected the 200-permit threshold would be met this
fiscal year and the full Lagoon Valley fire services CFD would be collected. However, based on



the status of the development, this revenue projection is being revised down by $1.8 million as
the permit threshold is not expected to be met before the end of the fiscal year.

Factoring in these results through midyear, the chart below compares budgeted annual revenues
to updated projected annual revenues for the General Fund.

Revenue Category Budget Projected Variance
(in millions of dollars)
Property Taxes $42.3 $47.6 13%
Sales Taxes $27.5 $27.2 (1%)
Measure M $21.3 $22.1 4%
Other Taxes $26.0 $25.9 (<1%)
Department Charges & Fees $12.6 $13.5 8%
Other Revenues $15.2 $13.3 (12%)
Total $144.9 $149.6 3%

Overall, General Fund revenues are expected to exceed budget by $4.7 million or 3%.

Fiscal Year 2025-26 Measure M Second Quarter/Midyear Update

Although part of the General Fund, Measure M revenues and expenses are tracked separately
from the rest of the General Fund as directed by Council, and its proceeds are used to support
the City’s strategic goals. Some of the most recent initiatives and projects funded through
Measure M include:

ALAMO CREEK PARK IMPROVEMENTS ($1,448,000): Built in the 1970’s, this park is
a minimally programmed, natural park with mature tree canopies and creek access. The
scope was revised heavily during community outreach due to a good deal of resident
feedback and upon learning that the routine maintenance agreement did not allow for work
to occur within or near the creek. On March 25, 2025, the Council awarded the
construction contract for the project which consisted of installing new park amenities
including pedestrian paths, picnic areas, concrete benches, landscape improvements,
replacement of the existing basketball court, addition of game elements, addition of
aesthetic elements, stone steps, and landscape and irrigation improvements. The project
was completed in November and accepted by the Council in December 2025.

TROWER PARK IMPROVEMENTS ($3,282,620): The bid for construction of the project
was awarded by Council on February 11, 2025. The improvements include accessible
play equipment, a zip line, public art installations, water mist feature, shade structures,
added seating and picnic areas, soccer goals, and pedestrian paths among other
improvements. The park is anticipated to be open by late spring or early summer.

SIERRA VISTA PARK IMPROVEMENTS ($3,530,340): Designed and built as part of the
Creekside subdivision, this park used to be part of a joint use agreement the City had with
the school district. Partially due to Sierra Vista Park not belonging to an existing Lighting
and Landscape District, which would help maintain the site, the park is minimally
programmed consisting of mostly turf, a single path, backstops and trees. The baseline
scope was derived from the Parks and Recreation Master Plan but outreach meetings and
a presence at a back-to-school night informed the final improvements. On September 23,



2025, the City Council awarded the construction contract with work expected to be
completed by late summer or early fall 2026.

e Rancho Lagunitas Detention Basin ($1,625,000): In 2002, the City of Vacaville
constructed the Rancho Lagunitas Detention Basin at the end of Butcher Road on the
city’s southwest side. Designed as an offline basin, it provides approximately 36
acre-feet of storage for Laguna Creek during high-flow storm events, reducing tributary
impacts on Alamo Creek and helping limit downstream flooding. However, increasingly
severe storm seasons and more frequent atmospheric river events have continued to
cause flooding along Alamo Creek, with notable events occurring in 2017, 2019, 2021,
and 2023. This project will expand the basin’s capacity to 256 acre-feet to prevent
future flooding events. In December 2024 the Council committed $1,625,000 of
Measure M funds to make up the funding shortfall of the approximate $8M
project cost. Public Works staff are currently advancing design efforts and project
advertisement anticipated in Spring 2027.

Budget Augmentations

This evening there are several budget items being presented for the Council’s consideration as
part of this budget update. The total amount for these requests in the current fiscal year is
$395,292 with $328,698 funded by the General Fund and $66,594 funded by other funds. As
outlined below, these augmentation requests are considered critical for midyear due to their
significance in maintaining the City’s operational functionality, strengthening security measures,
mitigating risk, and generating additional revenues that exceed associated costs.

Citywide Phone System Replacement

The City’s on-premises phone system is end-of-life and unsupported, creating risks of outages,
security vulnerabilities, and emergency costs. A proactive replacement avoids forced, expedited
procurement and protects continuity of operations for public safety and core City services. Staff
recommend migrating to Zoom Phone, a cloud-based system offering improved resiliency,
security, and flexibility. This upgrade aligns with the City’s collaboration and disaster recovery
strategy while eliminating reliance on aging, unsupported hardware and allows the City to manage
costs deliberately, reduce long-term risk, and treat voice communications as essential
infrastructure rather than deferring replacement until a failure occurs. As part of the
implementation, phone circuits will be audited and collapsed where possible to reduce ongoing
costs.

The five-year agreement totals $1,051,099.80, including year-one implementation and equipment
costs of $325,166.16 and annual recurring costs of $181,483.41 for years two through five.
Funding this project now enables a controlled migration, minimizes service disruption in the event
the current system fails, and reduces long-term risk.

e Year-one service fees that are part of our ongoing costs $123,666.16 (discounted)

e Year-one one-time implementation, equipment (phones, hardware, software), $171,500,
which includes Packet Fusion professional services to support design and deployment

e Year-one optional redundancy, equipment upgrades, and additional equipment needed
on a to-be-determined basis, not to exceed $30,000.

Years 2 through 4, providing predictable and stable operating costs, will consist of ongoing
charges at $181,483.41 annually



Amount Requested: $325,166 (Current Fiscal Year) The ongoing annual cost ($181,483) will be
included in the annual budget adoption process.

Traffic Signal Detection System

The traffic signal detection system at Merchant Street and Mason Street has failed and requires
replacement. The intersection’s non-standard alignment currently uses a Grid Smart camera-
based system, which has proven unreliable and poorly supported from a maintenance
perspective. Staff recommends replacing it with a Miovision system, which uses similar
technology and avoids costly conduit and wiring work. The intersection is currently operating on
fixed timing, causing inefficient traffic flow and longer wait times for residents, who have raised
concerns. The new system will restore proper detection and improve intersection efficiency.

Amount Requested: $26,226 one-time augmentation.
Fire Prevention Specialist Reclass

As the City continues to grow, the Fire Prevention Division has struggled to keep pace with the
increasing volume of required business inspections, resulting in an estimated $65,800 in lost
revenue. Reclassifying a Code Compliance Technician to a Fire Prevention Specialist would
allow the department to meet the expanding needs of the business community, ensure public
safety, and bring the department into compliance with inspection requirements. It is anticipated
that the increase in revenue will eventually offset the cost of this reclass.

Amount Requested: $3,900 (Current Fiscal Year March-June) The ongoing annual cost
($16,600) will be included in the annual budget process.

Strategic Plan Transparency Portal

Staff recommend that the City Council authorize the ClearPoint Strategy software to support the
City’s transparency portal and strategic initiative tracking through an integrated public dashboard.
The community has expressed strong interest in clearly seeing how City priorities, capital projects,
and performance measures align and progress over time. ClearPoint will allow the City to
automate reporting, reduce manual data entry and duplication of effort, and consolidate
information that currently exists across multiple departments and systems, fostering a more
effective, responsive, and transparent government.

The software will establish a single, reliable source of performance data, strengthen internal
accountability, and generate tailored reports for the Council, staff, and the public from the same
dataset. It will consolidate Council goals, capital improvement projects, and performance reporting
into one accessible platform, making it easier to track and communicate progress on major City
initiatives. Utilizing the software will save City Manager’s Office staff approximately 8-10 hours of
coordination and compilation per quarter. By streamlining data collection and aligning goals,
projects, and metrics in one system, the City will improve efficiency, increase productivity, and
enhance public transparency in a sustainable and measurable manner. By securing approval
before April 2025, it allows the city to take advantage of zero-cost setup fees along with locked in
pricing for three years, avoiding $7,500 price increase in the upcoming fiscal year. In addition, the
billing wouldn’t occur until July 1%, 2026.

Fiscal Impact: No funding is requested in FY 2025-26. The ongoing annual cost ($30,000) is
anticipated for 2026-27 and will be included in the annual budget adoption process.



City Attorney’s Office — Legal Services (Federal Contracts)

During closed session on November 3, 2025, the City Council approved moving forward with
joining two lawsuits initiated by other public agencies aimed at protecting the City’s interests in
federal grant funds awarded to both the City and the City’s Housing Authority. Both suits seek to
challenge certain unlawful conditions imposed on federal grant funding. The City Attorney’s
office, on behalf of multiple City Departments who received awards of federal grants funds
retained Renne Public Law Group for outside counsel services associated with joining ongoing
federal litigation challenging unlawful federal grant conditions impacting the City’s receipt of
federal grant funds.

Participation in the litigation seeks to protect the City’s eligibility for federal funding and reduce
exposure to repayment and enforcement actions.

The requested $40,000, split evenly between two separate lawsuits, will fund the City’s
proportional share of outside counsel fees in the matters to:

o Initiate litigation on behalf of the Vacaville Housing Authority in coordination with multiple
public agency partners to protect the City’s interests and secure appropriate judicial
relief for certain HUD grant funding;

o Seek leave to join the pending federal action in City of Fresno, et al. v. Scott Turner, et
al. and participate in the Second Amended Complaint ultimately resulting in a Stipulation
with the Department of Justice allowing the City to join the lawsuit;

e Secure protection under any injunctive relief issued by the Courts in both matters; and

o Coordinate strategy with coalition members in both matters to efficiently manage
litigation costs.

Retaining experienced municipal litigators through a coalition structure promotes cost efficiency
while ensuring the City’s interests are directly represented.

The risks of non-compliance with contested federal grant conditions—or inability to certify
compliance—are significant and may include:

e Denial of future grant awards;

e Recoupment or “clawback” of previously awarded funds;

o Civil penalties; and

e Potential criminal exposure in certain circumstances.

This budget augmentation is necessary to protect the City’s fiscal interests, preserve access to
federal funding, and mitigate potential financial and legal exposure. Participation at this stage
allows the City to proactively safeguard its position rather than face uncertainty or independent
litigation costs at a later date.

Amount Requested: $40,000 one-time augmentation

Five-Year General Fund Forecast

As part of its commitment to fiscal sustainability, the City maintains a 5-year General Fund budget
forecast. The previous forecast, included in the City’s first quarter budget update on November
19, 2025, included the following assumptions:

Revenues:

e Sales tax revenue (including Measure M) decreases in FY 25-26 (3.9%); 3% annual
growth seen in subsequent years.



Property tax category decreases by 1.1% from last fiscal year; 4.5% annual growth in
outside years.

Assumes Lagoon Valley funding for fire station staffing starts in FY 25-26.

Overall, General Fund revenue growth in FY 2025-26 is currently projected to finish 2.7%
lower than last year; 3.9% growth in FY 26-27; 3.7% growth in outside years.

Expenditures:

Factors in approved MOUs, budget augmentations and carryforward requests.

6.1% ($934 thousand) Services and Supplies Budget decrease in the current fiscal year
due to cost saving measures.

Updated for current unfunded liability actuarial valuations presented in FY 24-25.

Full funding of OPEB Actuarially Determined Contribution (ADC).

Additional payments (ADP) towards pension liability are paused until deficit spending is
resolved.

No annual funding ($2 million) from the General Fund/Measure M towards new
projects/Capital Improvement Program

The updated forecast presented this evening will include updates to the revenue projections
based on data through midyear and information received from HdL; the budget augmentations
proposed as part of this item as well as previously approved augmentation requests during the
year; and updated cost projections for the City’s unfunded liabilities based on the most recent
actuarial valuation reports.

ENVIRONMENTAL IMPACT:

This item is exempt from environmental review, under the California Environmental Quality Act
(CEQA) Guidelines Section 15061(b) (3), which exempts any project where it can be seen with
certainty that there is no possibility that the activity in question may have a significant effect on
the environment.

FISCAL IMPACT:

The fiscal impact on the current year’s operating budget for the proposed augmentations tonight
is a total increase of $395,292 ($328,698 General Fund and $66,594 Other Funds). With
ongoing costs totaling $$228,083 ($190,916 General Fund and $37,168 Other Funds).

Amount Requested: $395,292

Funding Source: General Fund (1001) and Other Various funds

Budget Distribution: If approved, the budget would be loaded into the various departments
operating budgets.

ALTERNATIVES:

The Council may consider rejecting or deferring the requested budget augmentations and/or
phone system replacement; however, that action is not recommended as it may impact the
City’s security and operational capabilities.

STRATEGIC PLAN GOAL/INITIATIVE:

Goal #4 — Maintain Effective and Efficient Services



LEVINE ACT: No

ATTACHMENTS:

Resolutions — Action ltems



RESOLUTION NO. 2026-

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF VACAVILLE APPROVING AN
EXPENDITURE ADJUSTMENT TO THE 2025-2026 FISCAL YEAR OPERATING BUDGET IN
THE AMOUNT OF $395,292

WHEREAS, the City Council of the City of Vacaville considered the Midyear Budget
Update at a duly scheduled public meeting on February 24, 2026; and

WHEREAS, expenditures have arisen during the course of the fiscal year that were not
previously budgeted, thereby triggering the need to amend the Fiscal Year 2025-2026 operating
budget; and

NOW, THEREFORE, BE IT RESOLVED THAT the City Council of the City of Vacaville
hereby approves a budget increase of $395,292 in the General Fund for Fiscal Year 2025-2026
to address these items.

| HEREBY CERTIFY that the foregoing resolution was introduced and passed at a
meeting of the City Council of the City of Vacaville, held on the 24th day of February 2026, by
the following vote:

AYES:
NOES:
ABSENT:
ATTEST:

Michelle A. Thornbrugh, City Clerk



RESOLUTION NO. 2026-

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF VACAVILLE AUTHORIZING THE
CITY MANAGER, OR DESIGNEE, TO EXECUTE A CONTRACTUAL AGREEMENT FOR THE
REPLACEMENT OF THE CITY’S PHONE SYSTEM WITH THE ZOOM PHONE PLATFORM

WHEREAS, the City’s existing on-premises phone system has reached end of
manufacturer support and no longer meets the City’s operational, security, and continuity
requirements; and

WHEREAS, continued reliance on an unsupported phone system exposes the City to
increased risk of service outages, security vulnerabilities, and unplanned emergency replacement
costs; and

WHEREAS, the delay in the replacement may result in the unavailability of hardware for
current system, resulting in reduced response to the community. This will severely impact
Citywide telephone communications, including the dispatch 911 system, and

WHEREAS, the City issued a Request for Proposals (RFP) in September 2025 and
received 15 vendor responses; and

WHEREAS, the RFP review committee evaluated each proposal and determined that the
Packet Fusion proposal for the Zoom Phone Platform best met the City’s operational,
technological, and fiscal requirements; and

WHEREAS, the Zoom Phone platform provides a fully supported, cloud-based voice
solution with enhanced reliability, scalability, and redundancy resulting in efficiencies for system
use and centralized management to support City operations, including public safety and public-
facing services; and

WHEREAS, the proposed agreement includes ongoing Zoom Phone subscription costs
of $181,483.41 annually for a five-year term, as well as one-time implementation and deployment
costs not to exceed $325,166.16, which include Zoom non-recurring implementation services,
Packet Fusion professional services, and required hardware; and

WHEREAS, funding the replacement now allows the City to proactively manage costs,
avoid emergency procurement, and treat voice communications as critical infrastructure essential
to continuity of operations; and

NOW, THEREFORE, BE IT RESOLVED that the City Council of the City of Vacaville does
hereby authorize the City Manager or designee to execute a contractual agreement for the
replacement of the City’s existing phone system with the Zoom Phone platform.

1. The City Council authorizes the City Manager, or designee, to execute all necessary
agreements and related documents to procure Zoom Phone services for a five-year term
at an annual cost not to exceed $181,483.41, subject to budget appropriation; and

2. The City Council authorizes one-time expenditures in an amount not to exceed
$325,166.16 for implementation services, professional services, and required hardware;
and



3. The City Council authorizes the City Manager, or designee to have the option to extend
this AGREEMENT for an additional 5 years at one-year increments after the initial 5 year
term.
| HEREBY CERTIFY that the foregoing resolution was introduced and passed at a
meeting of the City Council of the City of Vacaville, held on the 24th day of February 2026, by the
following vote:

AYES:

NOES:

ABSENT:

ATTEST:

Michelle A. Thornbrugh, City Clerk



