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OVERVIEW 
This financial report summarizes the City’s General Fund 
financial position for fiscal year 2018 through September 
30, 2017 and projecting out to June 30, 2018.  The purpose 
of this report is to provide the City Council, Management 
and the citizens of Chula Vista an update on the City’s 
fiscal status based on the most recent financial 
information. 
 
This report also includes a brief status update of the 
Measure P revenue as well as an update on the City’s 
multi-year or long-term financial plan (LTFP).  The LTFP is a 
forecast of ten future years based upon information 
available at the time and is updated annually to reflect the 
most current information available.    This quarterly 
financial report contains an update of the years up until 
2027 (attached) and a discussion about the next five years.  
The most recent LTFP was first presented with the City’s 
Fiscal Year 2017-18 budget.    
 

NATIONAL, STATE, AND REGION 
ECONOMIC UPDATE 
The National Forecast1 - In the September 20 17 UCLA 
Anderson Forecast, Senior Economist David Shulman notes 
that the national economy continues to maintain its 
steady growth rate of 2.5% - 3%.  Shulman expects this 
rate of growth to continue with real GDP increasing by a 
projected 2.1%, 2.8% and 2.1% in 2017, 2018, and 2019 
respectively.   This positive trend will be driven, in part, by 
the rebuilding in areas impacted by hurricanes Harvey, 
Irma and Maria. The rebuilding in Florida and Texas is 
projected to reach $200 billion.  However, Shulman also 
notes that this growth in GDP will not replace the vast 
amounts of wealth that were destroyed by the hurricanes.  
Increases in infrastructure spending and defense spending 
together with a projected a $1.8 trillion tax cut is expected 
to fuel growth over the coming few years. Unemployment 
is expected to remain at or below the current 4.4% level 
with a possible uptick at the end of 2019 when the 
economy is expected to slow somewhat. Contrary to 
typical economic theory, the low unemployment has not 
resulted in high inflation, and this market behavior change 
continues to confound economists. The current inflation 
rate of 2+% will keep the Federal Reserve on track with its 
gradual increases to long-term interest rates.   

                                                 
1 Source: UCLA Anderson Forecast, September 2017 

 
The California Forecast2 - UCLA Anderson Senior 
Economist Jerry Nickelsburg focused his September 
analysis on the relationship between labor and housing in 
California.  With the State at near full employment, future 
job growth, and therefore GDP growth, will be tied to 
immigration and domestic migration.   With the current 
national policies decidedly reducing immigration, 
California will need more net domestic migration to spur 
growth.  The high cost of housing, however, is a deterrent 
for in-migration to California.  Mr. Nickelsburg outlines the 
many reasons why making housing affordable in California 
is difficult.  Highlighting a recent study by the California 
LAO on housing demand, he suggests that in order to 
obtain a modest 10% decrease in housing prices, there 
needs to be 20% more inventory.  “The current legislative 
initiatives will moderate the increase in the price of 
housing, but will not do much to alleviate the high cost of 
living in California in the near term.” he says.  His overall 
forecast for the State’s growth is muted, with employment 
growth at a modest 1.1%, 0.9% and 0.9% over the next 
three years and growth in real personal income growing at 
2.0%, 3.1%, and 3.1% for the same period.   
 
The San Diego Forecast3 - The USD Burnham-Moores 
Center for Real Estate’s (BMC) Index of Leading Economic 
Indicators for San Diego County, shown on the next page, 
rose 0.1% in August 2017 to 145.2.  Increases in the index’ 
indicators were led by the national economic outlook, an 
increase of 0.78%. There were small gains in authorized 
building permits (0.51%) and consumer confidence 
(0.16%). For the third month in a row, both labor 
indicators, initial claims for unemployment insurance and 
help-wanted advertising saw declines, netting to a slight 
increase in the seasonally adjusted unemployment rate of 
4.5%.  The small increases in August’s economic indicators 
have kept BMC’s outlook positive but with slower growth 
expected for the rest of the year and through the first half 
of 2018.   
 
  

                                                 
2 Source: UCLA Anderson Forecast, September 2017 
3 Source: University of San Diego School of Business Administration, USD 

Index of Leading Economic Indicators, August 2017; retrieved from URL: 
http://home.sandiego.edu/~agin/usdlei/index.html 

http://home.sandiego.edu/~agin/usdlei/index.html
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GENERAL FUND PROJECTIONS FOR FISCAL 
YEAR 2017-18 AFTER FIRST QUARTER 
 
General Fund Reserves – Chula Vista’s General Fund 
Reserve policy was established to ensure that the City’s 
finances are managed in a manner which will:  
1. Continue to provide for the delivery of quality 

services;  
2. Maintain and enhance service delivery as the 

community grows in accordance with the General Plan  
3. Minimize or eliminate the need to raise taxes and fees 

because of temporary revenue shortfalls; and  
4. Establish the reserves necessary to meet known and 

unknown future obligations and ability to respond to 
unexpected opportunities. 

The following table displays the unaudited General Fund 
reserves as of June 30, 2017 as well as the projected 
General Fund reserves for June 30, 2018.  The table 
compares the proposed amended budget, with the 
projected actual. The projected actual assumes slightly 
lower revenues than the budget, and discussed below.   
 

 

 
Note: 

1) The Original Budget and projections reflected in this table do not 
include prior year appropriations for capital improvement projects and 
other encumbrances totaling $5.7 million that were carried forward into 
the fiscal year 2017/18 budget.  These expenditure impacts are already 
reflected in the estimated fund balance as of July 1, 2017 and are 
therefore not included in the above table. 
 

The City’s financial outlook is primarily unchanged after 
the first quarter.  Expenditures are projected to be within 
the amended budget level while revenues are expected to 
be slightly lower than the amended budget.  The City’s 
sales tax projections are trending lower than the budget 
but the decline for this year will likely be offset by the in-
lieu motor vehicle fee revenue, which was budgeted low.   
Revenue from these two sources is projected to net 
$6,100 lower than the proposed amended budget. This 
small decline will be monitored carefully, but is expected 
to be absorbed elsewhere within the budget before the 
year is over.      
 
The following table shows the budget and projected 
revenues.  The budgeted amount includes all previously 
approved budget amendments as well as those with 
proposed changes included with this report.   
 

 
NOTE: 

1) Property Tax in Lieu of Vehicle License Fees was previously 
accounted for as Motor Vehicle License fees (VLF) in the State 
Revenue category.  VLF was replaced by a backfill from property 
taxes following the permanent reduction of the VLF rate from 2% to 
0.65% in 2004.  The in lieu amount is adjusted annually the growth in 
the City’s growth in assessed valuation and will be shown under the 
Property Tax category in the future.    

Reserves - July 1, 2017 (unaudited) 19.31$        19.31$        

Revenues & Transfers In 185.31$      185.30$      

Expenditures & Transfers Out
1

(185.31)$     (185.31)$     

Projected Surplus/(Deficit) (0.006)$       

Projected Fund Balance for June 30, 2018 19.31$        19.31$        

As a Percentage of Operating Budget 10.4% 10.4%

General Fund Reserve

 First 

Quarter 

Projected 

 First 

Quarter 

Amended 

(Millions)

Revenue Category

Amended   

FY18 1ST QTR

Budget  

 Projected 

Actual at First 

Quarter 

 Var-

iance 

Property Taxes 33,620,932$   33,620,932$   -           

Sales Tax 32,935,356$   32,734,010$   (201,346) 

Measure P Sales Tax 16,320,000$   16,320,000$   -           

PT in lieu of VLF1 20,844,039$   21,039,276$   195,237   

Other Revenue 29,543,253$   29,543,253$   -           

Transfers In 11,215,552$   11,215,552$   -           

Franchise Fees 11,968,646$   11,968,646$   -           

Charges for Services 8,255,255$     8,255,255$     -           

Revenue from Other Agencies 2,807,090$     2,807,090$     -           

Utility Users Tax 5,860,328$     5,860,328$     -           

Transient Occupancy Taxes 4,316,267$     4,316,267$     -           

Use of Money & Property 2,421,115$     2,421,115$     -           

Other Local Taxes 1,424,643$     1,424,643$     -           

License and Permits 1,524,632$     1,524,632$     -           

Fines, Forfeitures, Penalties 1,075,423$     1,075,423$     -           

Real Property Transfer Tax 1,173,550$     1,173,550$     -           

TOTAL REVENUES 185,306,081$ 185,299,972$ (6,109)      
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Departmental expenditures are tracking within budgeted 
levels overall.  The General Fund’s amended budget 
includes (1) the original budgeted expenditures of 
$166,587,259, (2) the $18,685,973 off-cycle appropriation 
of the Measure P bond proceeds, (3) prior year carry over 
encumbrances of $5,751,121, and (4) the proposed 
$32,849 of expenditures submitted with this report, for a 
total amended budget of $191.1 million.    
 
The following table shows that expenditures as of 
9/30/2017 are 21% of the overall budget, but with 
variances across all the departments. Several departments 
have expenditures greater than 25% of their budget after 
the first quarter.  Again this year, the City decided to incur 
the full annual cost of CalPERS unfunded liability 
contribution in the first quarter in order to achieve a lower 
annual cost.  By paying up front, the City’s yearly 
contribution was reduced by $559,860, but the entire 
expenditure of $15.2 million was posted at the beginning 
of the year rather than distributed monthly.  

 

 
NOTE:  

1) Prior year appropriations for capital projects and other encumbrances 
totaling $5.7 were carried forward into fiscal year 2017-18.  The total 
amount is listed at the bottom of the expenditure table while the 
expenditures against these encumbrances are contained within the 
expended column in the respective departments.   

 

As in the prior year, the City is currently participating in 
State and Federal emergency response efforts, fighting 
wild fires and helping relief efforts in Northern California, 
Texas and Florida.  The financial impacts of these efforts 
are expected to be offset by reimbursement revenue that 
will be reflected in a future quarterly report.   
 

LONG-TERM FINANCIAL PLAN UPDATE –  
FISCAL YEARS 2018 TO 2023 
 
A primary focus of this financial report is to review and 
reconsider the Long-Term Financial Plan (LTFP), looking 
beyond the current fiscal year at fiscal issues facing the 
City on the horizon.  The LTFP was presented with the 
fiscal year 2017-18 budget in March, May, and finally in 
June 2017.    The changes to the LTFP from that which was 
presented in June 2017 include (1) modified sales tax and 
in-lieu motor vehicle license fee projections; (2) revised 
personnel costs to reflect recent labor contracts; (3) 
updated CalPERS rates for fiscal year 2019; (4) the addition 
of twelve new firefighter/paramedic positions authorized 
in August, 2017; (5) new technology costs in the Police 
Department, and (6) the change in the estimated opening 
of the Millennia Fire station from 2019 to 2020.  Like the 
version shown previously in June 2017, this updated 
version includes cost projections for new peace officers, 
the new Bayfront Fire Station and new park maintenance 
expenses for the Millennia Parks. 
 
The purpose of this review is to highlight the structural 
imbalances that the City will face beginning in the next 
fiscal year, and to focus problem solving efforts toward a 
menu of viable options.  These projections will continue to 
evolve as new information becomes available. These 
projections assume continued economic growth.   Even a 
small or short-lived economic downturn will amplify the 
projected deficit. 
 
The table on the following page displays the updated 
financial projections for fiscal years 2019 through 2023.  A 
more detailed table that includes all ten years is provided 
as an attachment to this report.  Beginning next fiscal year, 
the projection is that revenue will not be sufficient to 
cover the City’s operating expenditures resulting in a $5.9 
million deficit.  Left unchecked, the deficit is projected to 
grow to $27.5 million in five years.  This deficit is smaller 
than was first projected in May because of the impact of 
the aforementioned modifications.   The net revenues 

Department

Amended   

FY18 1ST QTR

Budget * 

Expended 

as of 

9/30/2017

%

 Expd

City Council 1,612,138$     462,347$        29%

Boards and Commissions 15,671$           7,665$             49%

City Clerk 941,690$        265,194$        28%

City Attorney 2,980,359$     820,002$        28%

Administration 2,046,997$     644,973$        32%

Information Technology Svcs 3,780,709$     1,023,196$     27%

Human Resources 2,776,013$     722,518$        26%

Finance 3,793,290$     1,105,223$     29%

Non-Departmental 43,706,717$   391,288$        1%

Animal Care Facility 3,006,227$     766,984$        26%

Economic Development 1,996,875$     640,055$        32%

Planning & Building 2,708,065$     834,142$        31%

Engineering/Capital Project 8,687,243$     1,056,014$     12%

Police 53,355,016$   14,800,886$   28%

Fire 27,773,838$   8,099,656$     29%

Public Works 17,895,714$   5,790,033$     32%

Recreation 4,419,735$     1,046,413$     24%

Library 3,809,784$     1,079,202$     28%

SUBTOTAL EXPENDITURES 185,306,081$ 39,555,791$   21%

Prior Year Encumbrances1 5,751,121$     -$                 0%

TOTAL EXPENDITURE BUDGET 191,057,202$ 39,555,791$   21%
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have improved to $171.9 million compared to an original 
estimate of $171.7 million because of the revised 
projections for the In Lieu Vehicle License Fee offset to the 
expected decline in Sales Tax revenue.  On the expenditure 
side, primarily because of the estimated opening of the 
Millennia Fire Station in 2020 rather than 2019, the 
projected expenditures have decreased from $178.9 
million to $177.8 million.  New expenditures that were not 
in the original plan add just over $1 million in cost in fiscal 
year 2018-19.   These include proposed twelve new 
firefighter positions (Safer Grant supported), and new 
police technology costs. 
 
The most significant drivers for the long-term growth in 
the City’s expenditures are the increase in public safety 
costs and the increasing costs associated with public 
employee salaries and benefits. Even with the additional 
resources provided by Measure P, which are significant, 
the current plan is for the General Fund to add $2 million 
in new service levels in 2019, growing to $5 million, $7 
million, $11 million, and $12 million in the subsequent four 
years.  In addition to these new expenditures, the City’s 
remaining operating expenditures will also experience 
growth.    
 

 
 
Fiscal Year 2019 Budget Balancing 
The City’s options for addressing the anticipated shortfall 
will require new revenues, cost cutting, and cost 
deferments.   Preliminarily, staff has identified possible 
savings that will accrue to the City once the Measure P 
projects are implemented.  Future savings in utility costs 
have been estimated to have a mitigating impact of 
$800,000 in FY 2019 and as much as $1.7 million by 2023. 
In addition, the savings to the City if it were to make 

permanent the elimination of sixteen currently vacant 
positions has been estimated to relieve the budget by $1.0 
million in 2019 and in future years as well.    
These sixteen positions are non-sworn and revenue 
neutral.  If these mitigation efforts are realized, the 2019 
deficit could be reduced to $4.0 million.   In addition, all 
City Departments are presently evaluating opportunities 
tor reorganization or consolidation in order to affect 
further savings and shrink the deficit gap.  These efforts 
alone will not be sufficient, however to eliminate the 
projected deficit which, in the following year, is projected 
to increase to $9 million, shown below.   
 

 

 
 
Revenue 

The City receives revenue from multiple sources, the 
primary sources being local taxes on sales and on real 
property.    Changes in projections to these two sources 
have the greatest impact on the City’s financial 
projections. 
 
Sales Tax – Revenue from the Bradley-Burns sales tax,  (1% 
of retail sales), continues to be the City’s largest revenue 
source as projected for fiscal year 2017-18, although 
property tax revenue would have earned this position had 
the Measure P Sales tax been excluded.  Projected Sales 
Taxes make up more than 25% of projected General Fund 
revenues for fiscal year 2017-18.  Of the $49.1 million 
projected, the Measure P sales taxes make up $16.3 
million.   
 
Detailed collection data is provided by the State Board of 
Equalization and analyzed by the City’s sales tax advisor 
HdL Companies.  The most current data available is for the 
second calendar quarter, April through June of 2017. 
Compared to the same prior-year quarter, sales tax 
receipts grew by a modest 1%, although there were 
variations within the seven major industry categories.  The 
Autos and Transportation category showed a 3% decline in 
sales while the Business and Industry category increased 
by 10%.  The largest producing industry category, in terms 
of gross sales, is General Consumer Goods which had zero 

Description FY 2019 FY 2020 FY 2021 FY 2022 FY 2023

MAJOR DISCRETIONARY REVENUES 128.0$      132.2$      135.4$      138.7$      142.1$      

OTHER  GENERAL FUND REVENUES 40.7$        40.9$        41.2$        41.0$        41.3$        

NEW DEVELOPMENT REVENUES 3.3$          3.0$          4.1$          5.1$          6.0$          

TOTAL REVENUES 171.9$     176.2$     180.7$     184.8$     189.4$     

Expenditures:

PERSONNEL SERVICES 130.3$      135.8$      141.5$      147.3$      152.9$      

SUBTOTAL OTHER 45.5$        47.0$        48.9$        50.7$        51.9$        

NEW PROGRAMS & DEVELOPMENT 1.9$          5.0$          6.7$          10.7$       12.2$       

TOTAL EXPENDITURES 177.8$     187.8$     197.1$     208.7$     217.0$     

PROJECTED GENERAL FUND 

SURPLUS/(DEFICIT) (5.9)$        (11.7)$      (16.3)$      (23.9)$      (27.5)$      

SUR/(DEF) AS % OF BUDGET -3% -6% -8% -11% -13%

Forecast

(MILLIONS)

FY 2019 FY 2020 FY 2021 FY 2022 FY 2023

Utility Savings: Measure P Projs 0.8$          1.7$          1.7$          1.7$          1.7$          

Elimination of 16 Vacant Positions 1.0$          1.0$          1.0$          1.1$          1.1$          

TOTAL W/MITIGATION 

MEASURES&ADMIN ACTIONS 1.8$          2.7$          2.7$          2.7$          2.8$          

SURPLUS/(DEFICIT) W/MITIGATION 

MEASURES (4.0)$        (9.0)$        (13.7)$      (21.2)$      (24.8)$      
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growth in comparison to the same 2016 quarter. Other 
sectors experienced increases when compared to the 
same quarter in 2016; these included Fuel & Service 
Stations (6%), Restaurants and Hotels (5%), Building and 
Construction (4%) and Food & Drugs (3%).  
 
The projections include estimates for new revenue derived 
from new development.  New Development sales tax has 
been reduced to reflect likely delays.  Whether these new 
revenues materialize and whether they arrive is subject to 
further modification.  
 
City staff will continue to monitor sales taxes for the 
impact of internet sales.  Taxes collected by on-line 
retailers go into a countywide pool and are distributed to 
the Cities based upon share of countywide sales rather 
than by population.  Chula Vista represents 8.5% of the 
population of the County, but only 6% of the County sales. 
This method tends to disfavor Chula Vista and may result 
in further revisions to sales tax projections.  Based upon 
HdL data analysis, the City is projected to see lower sales 
tax revenue than what was budgeted for fiscal year 2018.   
 
Measure P Sales Tax – The second calendar quarter of 
2017 was the first quarter in which the City’s one-half cent 
sales tax was collected.   Actual receipts of $3.94 million 
exceeded the $3.2 million projection by $700,000.  The 
original projection assumed that the 0.5% Measure P 
transaction and use tax would net 50% of the base sales 
tax.  This surplus revenue will provide a cushion, going 
forward, to cover future revenue shortfalls.   Given that 
the trend toward online versus “brick and mortar” retail 
sales has had a negative impact on the City’s base 
revenue, this trend will spill over to the Measure P 
transaction tax as well. 
 
A key component of the Measure P revenue will be from 
car sales to Chula Vista residents from outside the City.  
The City will receive the transactions tax on these sales.  
Staff will continue working with HDL over the coming 
quarter to refine these projections and will report back in 
the next quarterly financial report. 
 
The following chart represents actual Sales Tax collections 
for fiscal years 2013/14 through 2016/17.  The remaining 
chart columns display the projections from the City’s Long-
Term Financial Plan estimates, including projections for 
revenue generated by new development.  The projections 

for the next five years have a conservative modest growth 
estimate of 2.5% annually, compared to an historical 
growth average of 3.2% for the prior five years.   
 

SALES TAX – Historical and Projected 
 

 
*Note: Beginning with FY2017 Sales Tax revenue is being recorded 
using a 90- rather than 60-day accrual basis. As a result, the Base 1% 
revenue for Fiscal Year 2016-17 is inflated by the September 2016 
clean up payment ($744,000) that was accrued to fiscal year 2017 
under the old 60-day accrual schedule. 

 
Property Taxes - The City of Chula Vista receives a portion 
of the property tax revenue based upon a 1.0% levy on the 
assessed value of all real property.  Property tax is the 
City’s second largest revenue source, representing 18.2% 
of projected General Fund revenues in fiscal year 2017-18.  
The assessed value of all property in the City of Chula Vista 
grew by 6.01% in fiscal year 2017-18 which mirrors the 
average growth throughout the County of San Diego.   In 
its June 2017 annual report on property values, the County 
Assessor’s office attributed the increase, the fifth year of 
countywide increases, to the consistent steady growth in 
the real estate market.   With median home prices having 
grown annually by 5-6% for several years, the Assessor 
projected that this growth trend would likely continue in 
the near future. The City of Chula Vista’s long-term 
financial plan, however, has been developed using growth 
rate of 3% for the property tax on current secured (land 
and improvements) and 1% on current unsecured 
(business equipment, boats & aircraft) property and other.  
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These growth rates are more conservative but likely more 
reliable than relying upon a 5% and 6% growth factor.    
 
Worth pointing out is that the In Lieu Motor Vehicle 
License Fee is actually property taxes that are 
redistributed to municipalities as a result of 2004 
legislation.  The growth in this revenue is based upon the 
growth in the City’s assessed valuation.  The growth rate 
that the City of Chula Vista experienced in fiscal year 2017-
18 was 6.1%, compared to the budgeted estimate of a3% 
growth.  This growth will offset the expected decline in 
sales tax revenue in fiscal year 2017-18 and provides a 
larger base from which future increases are projected. 
 
The chart below shows actual Property Tax revenues since 
fiscal year 2013/14 and the projections for fiscal years 
2017-18 through 2022-23, including projected growth 
associated with new development. 

 
PROPERTY TAXES - Historical and Projected 

 

 
 
SUMMARY AND NEXT STEPS  
 
At the conclusion of the first fiscal year quarter of 2017-18, 
the current year budget is on track for revenues and 
expenditures, with minor modifications.  Staff is watching 
expenditures and revenue projections, particularly Sales 
Tax projections, to assess whether further modifications 
will be necessary later in the year.    

 
The longer term projections for the City’s General Fund 
continue to pose serious challenges because revenues will 
not be sufficient to cover current costs or new costs that 
are on the horizon.  Because the City has limited abilities 
to impact near-term revenue, its staff and policy makers 
will need to focus their efforts on the cost side by finding 
savings, modifying service levels, cost cuts or cost delays 
for the upcoming year, even as efforts continue to address 
economic development opportunities throughout the City.  
 
The second quarter report will contain a more thorough 
analysis of and updates on the status of new development 
and major revenues derived from new development.  Staff 
will also bring back a refreshed list of potential solutions to 
resolve the structural operating deficit in preparation for 
the fiscal year 2018-2019 budget process.  This is 
anticipated to occur in mid-February 2018.  Staff will 
provide baseline budget numbers for fiscal year 2018-2019 
at the same City Council meeting.  
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