CITY OF VACAVILLE

City Council

Staff Report

Meeting Date: June 9, 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: Informational update on the Development of the Fiscal Year
2026-27 Budget: Budget Study Session #2

Actions for Consideration:

No formal action is required.

Recommendations:

Receive report, open discussion,and provide direction to staff.

Background:

At the May 26, 2026 City Council meeting, staff presented Budget Study Session #1 together
with the FY 2025-26 third-quarter update on the General Fund. That presentation provided an
overview of year-to-date revenue trends, expenditure performance, and updated year-end
projections based on data through March 2026. The Q3 update showed that General Fund
revenues are expected to finish the current fiscal year approximately 4 percent above the
adopted budget, driven largely by stronger-than-anticipated property tax receipts and modest
improvements in several revenue categories However, despite these positive year-end
projections, the City remains in a structurally imbalanced position, with recurring expenditures
continuing to outpace recurring revenues. The General Fund is projected to finish the current
fiscal year with an approximate $6 million gap between expenditures and revenues despite
revenues performing better than originally budgeted.

Budget Study Session #1 also initiated discussion of the FY 2026-27 Operating Budget. Staff
outlined the continuing structural deficit facing the City, noting that the upcoming budget is again
expected to rely on the General Fund Reserve to balance the budget. While the Reserve
remains above policy thresholds, continued reliance on one-time funds is not sustainable over
the long term and reinforces the need to closely monitor revenue performance and evaluate
opportunities to restore ongoing structural balance. The five-year forecast presented during
Study Session #1 highlighted these fiscal pressures and the importance of maintaining
disciplined cost-containment efforts as the City will face difficult decisions, including service



level reductions, to maintain fiscal sustainability if substantial improvements aren’t seen in
revenue growth.

As part of Study Session #1, staff also reviewed the cost-saving measures implemented in FY
2025-26 and recommended for continuation into FY 2026-27. These measures include the 2.5
percent department budget reductions, pauses or reductions in all Measure M pilot programs
with the exception of the Youth Scholarship Program, reduced General Fund contributions
toward Public Safety equipment and Capital Improvement Program needs, and cost-reduction
efforts within the Lighting and Landscaping Districts. Collectively, these actions represent an
estimated $8.96 million in total savings, including approximately $7.86 million in General Fund
savings. A summary of these measures is provided in the table below.

Sstimated Savings m

2.5% Budget Reduction Each department identified 2.5% in cost savings $5,200,000 $4,100,000
Measure M Pilot Programs Council District Dollars 350,000 350,000
Measure M Pilot Programs EDI 62,000 62,000
Measure M Pilot Programs Property Abatement 35,000 35,000
Measure M Pilot Programs Fireworks Prevention 15,000 15,000
Measure M Pilot Programs Neighborhood Cleanup 75,000 75,000
Measure M Pilot Programs Local Grant Match 100,000 100,000
Measure M Pilot Programs Apprentice Program 781,000 781,000
Capital Contribution Reduction Public Safety Equipment 150,000 150,000
Capital Contribution Reduction Capital Improvement Program 1,775,000 1,775,000
Lighting & Landscaping Districts L&L - Cost Reduction 413,000 413,000

Cost of Living Adjustments (COLA’s) All Department Heads/CM foregoing FY27 COLA’s
TOTAL SAVINGS 8,956,000 7,856,000

GF Operational
Savings 6,081,000

The combination of updated financial data, structural fiscal challenges, and ongoing cost-saving
actions discussed in Study Session #1 provides the framework for tonight’s presentation and the
draft budget document. Budget Study Session #2 will focus on the Operating Budget,
departmental budgets including fleet updates, and the Capital Improvement Program (CIP) for
FY 2026-27 and the five-year planning period. The information presented this evening will
support final refinements to the draft FY 2026-27 Budget prior to its consideration for adoption
on June 23, 2026.

Discussion:

Tonight’'s study session is the final budget study session for the FY 2026-27 City budget before
formal adoption is considered on June 23, 2026. Topics to be presented this evening include:

e Operating Budget Summary

¢ Overview of Department Budgets including Fleet Update

e Presentation of Capital Improvement Program (CIP) — Fiscal Year 2026-27 and Five-
Year Plan



Based on tonight’s presentation and Council’s direction, staff will finalize the draft budget
document which is available for review on the City website at the web address below.

https://www.cityofvacaville.gov/government/finance/financial-reports

Any further recommendation from Council this evening will be incorporated into the final budget
document which will be considered at the June 23, 2026 City Council meeting. After formal
adoption of the FY 2026-27 budget, the City’s spending and revenues can be tracked on its
financial transparency portal at the web address below.

https://cityofvacaville.finance.socrata.com/#!/dashboard

Environmental Impact:

This action is exempt from the California Environmental Quality Act (CEQA) because it is not a
project that has the potential to result in either a physical change in the environment or a
reasonably foreseeable indirect physical change in the environment, pursuant to California
Code of Regulations Title 14 Section 15378(b)(5).

Fiscal Impact:

Amount Requested: There are no funds requested for this item.
Funding Source: Not applicable

Budget Distribution: The costs of staff time associated with this item are covered within the
existing Finance Department operating budget.

Alternatives:

Council could choose to provide direction that differs from the proposed FY 2026-27 operating
and capital improvement program budgets.

Strateqic Plan Goal/lnitiative:

Initiative 4A: Ensure Fiscal Sustainability

Levine Act:

No

Attachments:

None


https://www.cityofvacaville.gov/government/finance/financial-reports
https://cityofvacaville.finance.socrata.com/#!/dashboard

