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AUGUST 30, 2024

To Mayor Arndt & City Councilmembers:

It is my pleasure to present the 2025-2026 Recommended Budget for the City of Fort Collins, which
allocates resources to core City services, community needs, City Council priorities, and the 2024
Strategic Plan.

Through this Recommended Budget we continue to pursue a balanced approach of both investing
strategically in the community’s future and providing high-quality and efficient everyday core
services.

The City is not immune to broader economic conditions, including significant inflationary pressures.
Therefore, an important backdrop to the Budget Lead Team’s work was the understanding that we
anticipate minimal discretionary money to be available for 2025-2026. Part of the approach in this
Recommended Budget is to use dedicated revenue sources to advance the City’s strategic
objectives wherever possible, and to thoughtfully use reserve funds to continue addressing the asset
management backlog and key technology needs.

Every budget raises tradeoffs and challenging conversations about how best to allocate the
community’s tax dollars and ultimately arrive at a balanced budget. Throughout this year’s
deliberations several themes emerged:

1. 2050 Tax: This 2023 voter-approved 0.5% sales and use tax provides dedicated funding
for certain parks and recreation, transit, and climate initiatives that will help the City plan
for the future in areas important to the community.

2. Asset Management: The City’s asset management backlog continues to be an area of
focus, while repair and replacement costs have risen significantly due to inflation and
supply chain issues. Dedicated revenue and the use of some reserves will help to make
progress on these infrastructure needs.

3. Council Priorities: This budget continues to resource City Council priorities, particularly
around climate, environmental health and housing, through enhancement offers and
ongoing operations.

4. Investin Talent: Investing in talent is a key factor in employee attraction and retention.
The recommended budget proposes salary increases to keep the City at market rates and
remain a competitive employer.

5. Inflation: Inflation has had a significant effect on the City’s operations, which can impact
service levels. A commitment to metrics, efficiencies and innovative solutions will help us
to maintain service levels wherever possible.

6. Pandemic-Era Funding Ending: The Federal American Rescue Plan Act (ARPA) funding
for community resiliency work was a temporary resource that is coming to an end. As
such, many of the ARPA-specific and other pandemic-era programs are not
recommended to be continued in the 2025-2026 Budget, due to a lack of ongoing funding.

More information about these themes is included later in this budget document.
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Photo: World Migratory Bird Day, by Natural Areas Volunteer Bill Walton
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2025-2026 Budget Overview

2025-2026 Budget Outcomes and Themes

The 2025-2026 Recommended Budget considers available sources of revenue, allocates it to the
highest priorities and seeks to fund the programs and services that are most likely to achieve the
City’s operational objectives and the seven key Strategic Outcomes identified by Council:

High Performing Government
Culture & Recreation

Economic Health

Environmental Health
Neighborhood & Community Vitality

Safe Community

No a s wbdh-=

Transportation & Mobility

The adopted 2024-2026 City Council Priorities were a key input into the updated 2024 Strategic
Plan, which was adopted earlier this year. That guiding document includes strategic objectives, or
goals, that support each Outcome. Along with budget requests to support ongoing operational
excellence, the strategic objectives are the primary drivers for the City’s budget work. Budget
requests (offers) are prioritized based on how the work associated with the offer will help the City
achieve these objectives.

Emerging themes were shared with City Council in June, prior to the work of the executive team to
make final decisions for what should be included in the 2025-2026 Recommended Budget:

e Minimal discretionary money anticipated to be available for 2025-2026
o Utilize dedicated revenue sources to advance strategic objectives

o Use of reserves to continue taking care of asset management backlog and technology
needs

These themes, along with others that developed during the deliberations, were a consistent
backdrop to the challenging conversations and tradeoffs to get to a balanced budget:
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1. Planning for the future with the 2050 Tax

The 2023 voter-approved 0.5% Sales and Use tax provides needed funding in the areas of
Parks and Recreation, Transit and Climate. These community investments will improve
management of our infrastructure, improve accessibility and ridership as the transit system is
built out, and help the City achieve its near- and longer-term climate goals.

2. Continued investment in asset management to reduce the existing backlog

The City’s overall asset management backlog continues to be an area of focus in this budget.
Infrastructure repair and replacement costs have risen significantly due to inflation and supply
chain issues in the past few years. Funding from key revenue streams like the 2050 Tax will be a
big help for the dedicated areas they support. Planned Utility rate increases will help address
electric and water utility infrastructure needs. Other areas of the City, however, need to rely on
careful use of reserves for expensive replacements like HVAC systems and outdated technology
systems.

3. Advance Council’s priorities

City Council priorities are important guides in crafting the recommended budget, as reflected in
their adopted priorities and the 2024 Strategic Plan. Specific attention was paid to climate,
environmental health and housing. While this work is more easily visible in various enhancement
offers, there is also work being done daily across the City in ongoing operations that help
achieve these priorities.

4. Invest in existing City talent to be a competitive employer

Being a competitive employer in the community requires investment in staffing, from both a
salary and benefits perspective. This budget proposes a 4% increase of our current salary base
in 2025 and 3.0% in 2026 to be used for varying merit increases that will keep the City at market
rates across a wide range of positions. Turnover rates have dropped since the Great
Resignation and, while still above our internal targets, City turnover is less than the national rate.
Investments in talent are a key factor in employee attraction and retention.

5. Maintain service levels amidst significant inflationary challenges

Inflation has had a very real and significant effect on the City’s operations and those pressures
were felt in this budget. Revenues do not necessarily increase at the same rate as inflation and
some areas like construction have seen much greater cost increases. These increased costs can
sometimes impact levels of service, highlighting the importance of using performance data to
ensure the City is doing what it can to maintain those levels of service as expenses rise.
Expanded staffing in specific areas and additional programmatic funding are important to
maintain existing levels of service.

6. Pandemic-era funding is coming to an end

The previous budget included programs stood up during the pandemic for various community
benefits; those programs were largely paid for with federal funding the City received through the
American Rescue Plan Act (ARPA). Council conversations about that funding in the 2023-2024
Budget specifically discussed the short-term availability of that one-time revenue, acknowledging
that many ARPA-funded programs might not continue into the next budget cycle. Although some
programs have moneys that can be used into 2025, many of the ARPA-specific and other
pandemic-era programs are not recommended to be continued in the 2025-2026 Budget, due to
a lack of funding.
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Equity in Budgeting

We are committed to making budget information more accessible and easier to understand for all
community members by providing summaries of documents for the 2025-26 Budget. These smaller
documents are written to minimize technical jargon and are published in Spanish and English. The
Budget in Brief summaries are viewable online and are available at City Hall. Please see the
resources listed below in this section to access budget documents.

In developing the 2025-26 Budget, the City continues to expand its equity approach. Leveraging
practices from work being done in communities around the state and country, this year’s offers
describe how they are working towards addressing the Neighborhood & Community Vitality,
Strategic Objective 3 in the adopted 2024 Strategic Plan:

Identify and remove systemic barriers and advance equity so that persons of all
identities, including race, ethnicity, religion, sexual orientation, gender identity,
gender expression, age, mental and physical abilities, and socioeconomic levels
can access programs and services with ease and experience equitable outcomes.

The Equity & Inclusion Office and the Budget Leadership Team helped guide staff and department
teams in writing budget requests that address how existing programs, services and activities can
better advance equitable outcomes for all. Additionally, the budget recommends funding for
programs, services and activities that specifically address the needs of multilingual communities,
people living with disabilities, and access for economically disadvantaged communities.

Resources
o City of Fort Collins Strategic Plan: www.fcgov.com/strategicplan

e City of Fort Collins budget documents: www.fcgov.com/budget

e Budget in Brief Summary: Versions are posted at www.fcgov.com/budget. Spanish
and English hard copies are available in City Hall located at 300 Laporte Ave., Fort
Collins, CO 80521 or by calling (970) 221-6505 to have a copy mailed to your
address.
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Price of Government

The City continued to use a priority-based budgeting process known as Budgeting for Outcomes
(BFO) to prepare the 2025-2026 Recommended Budget. That process, in its purest sense,
addresses the fundamental question, “How can community members get the most value for the
taxes and fees they pay?”

The concept of the price of government examines how much residents pay for City services
compared to the estimated income in the community. This analysis allows the City to compare what
Fort Collins residents pay for those services on an annual basis and see how that has changed over
time. Historically, Americans have spent approximately the equivalent of 35 cents of every dollar of
annual personal income to buy services from their federal, state and local governments. Of the 35
cents, 20 cents has been for services from the federal government, 8 cents for state government
services, and 7 cents for local government services.

In calculating the price of government for the 2025-2026 Recommended Budget, data from the
United States Bureau of Economic Analysis (BEA) was used. This data is a key input in the
calculation of the Fort Collins price of government and, as such, the historical figures represented in
the chart have been refreshed from prior-year budget documents whenever the BEA updates those
previously reported figures.
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PRICE OF GOVERNMENT FOR THE CITY OF FORT COLLINS

(cents of every dollar earned going to pay for City services, including utilities and golf)

70

6.0 F

Cents

50 | : : : P o

40 4443 4 A4 43

3.0

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
Fiscal Year

NOTE: 2022 is Actual, due to lag time in the availability of data from the U.S. Bureau of Economic Analysis; 2023-
2026 are forecasts/projections. Growth Rates for Government Revenues are projected at 3% for 2024, 2025 and2026
citing the passage of 2023 Ballot Issue 2A.

Fort Collins residents are projected to spend approximately 4.2 cents of each dollar earned on City
services in 2025, and 4.1 cents in 2026. This represents the approximate amount of each dollar
earned by Fort Collins residents that is projected to be spent on City services.

This is trending down from the slight uptick to 4.4 cents that is projected for 2023; it is still ‘projected’
since that federal data isn’t yet available. The primary driver of that increase was the combination of
federal post-pandemic funding, like the American Rescue Plan Act (ARPA), and the updated 2020
Census results indicating that local population declined compared to prior population estimates. This
latter data point directly impacts the overall forecasts for community income that is a key component
of the price of government model. Economic factors such as inflation also play a role in driving City
revenues and thus impacting the overall price of government.

Over the past decade the City’s focus on continuous improvement, combined with prudent fiscal
leadership, has helped drive a reduction in the price of government for residents from 5.7 cents in
2012 to a recent sustained trend of approximately 4.1 cents to 4.4 cents. The other important driver
of these estimated results is due to new residents moving to the area with higher-than-median
incomes. Although this downward trend in the price of government is desirable, increased demand
for services and maintaining City assets may have an impact in the future.
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Economic Outlook

Forecasts for 2024 indicate that while the Colorado economy remains resilient, it is experiencing a
slower growth rate compared to previous years. The labor market continues to trend positively,
surpassing forecasts for the first half of 2024, with continued growth in job openings, labor force
expansion, and low unemployment. In June 2024, Colorado ranked 24" nationally for year-over-year
employment growth, recording nearly 3 million jobs—1.4% above June 2023 levels. The
unemployment rate remains steady at 3.7%, the highest it has been in over two years, while labor
force participation remains robust, ranking 4™ nationally. National inflation has stabilized, with the
Federal Reserve expected to begin lowering interest rates in 2024, and Colorado Consumer Price
Inflation increases are also decelerating.

Several key indicators point toward a slowing economy. In the first six months of 2024, the ratio of
job openings to unemployed persons decreased from 1.5 to 1.2, returning to pre-pandemic levels for
the first time. The labor force growth rate has declined since peaking in December 2023, increasing
by only 0.01% in June 2024. Consumer spending has returned to pre-pandemic levels after peaking
in 2021, with consumers now appearing more selective, favoring services over goods. Household
savings have fallen below the historical average by 2 percentage points, indicating that consumers
have less discretionary spending available.

Population

Fort Collins outpaces population growth rates for Colorado and the U.S., but growth has slowed
since 2018. Fort Collins’ population increased 1% (about 1,650 individuals) from 2021-2022 after
reaching a low growth rate of 0.1% in 2021. Colorado population increased 0.5% from 2021-2022
and the U.S. 0.4% over the same period.

POPULATION GROWTH RATE OF FORT COLLINS
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Source: demography.dola.colorado.gov; County Population Estimates, March 2024

The recently released county population estimates showed Larimer County with the fifth-highest
growth of all Colorado counties at 0.9%. Larimer County is estimated to add more than 123,000
people by 2050. With Fort Collins representing roughly 46% of the county population, it can be
assumed that Fort Collins could potentially see 52,000 new residents by 2050. The largest
population growth share is from in-migration, showing that Larimer County is attracting new
residents. Colorado overall has slowed down in births and increased in deaths, leading to migration
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having the largest impact on population change. Counties with the highest out-migration were metro
and mountain counties, including Boulder and Denver County.

Unemployment

The unemployment rate is defined by the Bureau of Labor Statistics as the percentage of adults who
do not have a job, have actively sought work in the last four weeks, and are currently able to work.
The unemployment rate is an indicator of access to economic opportunity and high unemployment
represents a loss of jobs and income. Colorado’s unemployment rate (3.7%, Q2 2024) rebounded to
pre-pandemic levels, reflecting a recovery from the economic downturn caused by COVID-19.
However, there has been a slow and steady increase over the past year, pointing to potential
slowing of the labor market indicated by forecasts. Fort Collins’ unemployment rate (3.36%, Q2
2024) appears to be following similar trends but remains below the state and national levels (4%, Q2
2024).
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Median Household Income

Wage growth in Fort Collins mirrors the wage stagnation found across the United States, and
median household income for Fort Collins in 2022 was $78,977 based on the most recent available
data (note that the graph below is data for Larimer County). When we look at the average annual
growth rate of median household income in Larimer County from 2017-2022, which is 5%, compared
to the median housing price average annual growth rate of 6% over the same period, we see that
Larimer County is facing housing costs that have outpaced income growth, significantly more so in
2021 and 2022. Housing that is affordable remains a critical issue for the Fort Collins community.

MEDIAN HOUSEHOLD INCOME

$100,000 $611,841| $700,000

$90,000 $527,966
) $600,000
$80,000 $453.035] | $470,338] [ $439,508] L $462.686
$70,000 $500,000
$60,000 $400,000
$50,000
$40,000 $300,000
$30,000 — & © N < — © $200,000
$20,000 3 3 3 3 3 8 8 $100,000
© [0} & [te) o [« Q 100,
$10,000 3 S 5 5 3 5 3
$- $-
2016 2017 2018 2019 2020 2021 2022
Larimer County Median Household Income = | arimer County Median House List Price
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Commercial Real Estate Vacancy Rates

OFFICE VACANCY RATE

More than four years since the start of the pandemic, the office sector continues to see high vacancy
rates. The sector’s long-term future remains unclear as hybrid and work-from-home models continue
to solidify and rising inflation rates further disincentivize workers to return to office environments.

INDUSTRIAL VACANCY RATE

Vacancy rates continue to drop while activity remains steady in Fort Collins. According to the
Cushman and Wakefield Q2 2024 U.S. Industrial Report, the industrial market is being propelled by
a resilient economy and strong consumer spending. Despite a recent deceleration, the U.S.
industrial market demonstrated positive performance in the second quarter, with net demand
increasing as rental rates continue to rise, and a slowdown in the rate at which vacant sublet space
became available for the second consecutive quarter.

RETAIL VACANCY RATE

With retail shopping decreasing nationally and larger box stores closing in Fort Collins, there is
potential for continued growth for vacancy rates. Cushman and Wakefield’s Q2 2024 U.S. Retail
Report characterized retail spending as fragmented and decelerated over the past months.

COMMERCIAL REAL ESTATE VACANCY RATES
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Sources:

www.cushmanwakefield.com/en/united-states/insights/us-marketbeats/us-industrial-marketbeat
www.cushmanwakefield.com/en/united-states/insights/us-marketbeats/us-office-marketbeat-reports
www.cushmanwakefield.com/en/united-states/insights/us-marketbeats/us-shopping-center-marketbeat-report
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Inflation

In May 2024, the Consumer Price Index for all Urban Consumers (CPI-U) was reported to be 2.6%
over the last 12 months. While that number reflects the inflation rate for the average consumer, the
Producer Price Index (PPI) reported the inflation rate for the average producer in the last twelve
months also up at 2.6%. PPI measures the average change over time in selling prices for domestic
producers of goods and services.

The Employment Cost Index (ECI) measures the change in the hourly cost of labor to employers,
including wages, salaries and employee benefits. Across all industry sectors, compensation costs
saw an average increase of 5.1% in the last twelve months ending in June 2024 and benefit costs
increased 4.8% over the same period.

Sources:
o www.bls.gov/regions/mountain-plains/news-release/consumerpriceindex_denver.htm (note that the Denver-
Aurora-Lakewood CPI-U is used for the whole state)

o www.bls.gov/ppi
e  www.bls.gov/regions/mountain-plains/data/xg-tables/ro7xg04.htm

Credit Rating

In 2023 Moody’s Investor Services reassessed the City’s credit rating and reassigned an Aaa rating.
No assessment has been completed yet in 2024. The primary drivers for this continued credit rating
are:

o The City’s sizable and vibrant economy with a large and expanding tax base and a
strong institutional presence

e Colorado State University (CSU) as an economic anchor

o The long trend of healthy financial operations and reserves, including benefiting from
very low debt, pension and fixed-cost burden

This highly favorable investment grade credit rating, maintained by less than 5% of governments,
allows the City to pay less interest on its debt issuances.
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2025-2026 Revenue

Actual 2024 year-to-date revenue has been slightly favorable in most areas, interest income most
notably. Acknowledging economic concerns about potential recession, this budget reflects a
cautious outlook for continued modest growth. This outlook is reflected in the assumptions used to
estimate revenues in the 2025-2026 Budget.

The budget includes a wide variety of funding sources, many with restrictions and dedications that
make allocating resources complex. This section provides an overview of some of the key revenue
sources that make up the overall budget.

CITY REVENUE
($ millions)
Total
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* Revenues exclude the impact of unrealized investment gains or losses.

** This chart only includes Governmental Funds and Enterprise Funds. The amounts will be slightly different from the
net revenue on the Revenue Summary table in the appendix, since that table includes all City funds.

*** The decline in Governmental Revenue in 2026 is due to the expiration of two 0.25% renewable taxes at the end of
2025.
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Governmental Revenue

Governmental revenue includes all revenue except those collected from rates that support enterprise
operations such as utilities, broadband and golf. The General Fund accounts for about 63% of all
governmental revenue in the current budget. Those General Fund revenues support a wide array of
basic municipal services and the specific revenues supporting these municipal operations come from
multiple sources. Revenue growth assumptions for each of the major revenue sources are described
below.

Sales Tax

2025 Sales Tax revenue accounts for about 57% of the General Fund revenue and just over 48% of
total governmental revenues. The 2025 forecasted Sales Tax assumes 3.0% growth over the 2024
budget amounting to $183.4M Citywide. The 2026 forecast in this budget excludes two renewable
0.25% voter-approved Sales and Use Tax initiatives, which are scheduled to end on December 31,
2025. Each 0.25% Sales and Use Tax generates about $11.3M in annual revenue. If voters approve
renewal of the Street Maintenance Tax and the Community Capital Improvement Tax, those
adjustments will be made via separate City Council approvals, called supplemental appropriations, in
the new year following voter approval.

Use Tax

Use tax receipts reflect the local community’s investment in new equipment and buildings, as well as
vehicle purchases. 2025 Use Tax revenue accounts for about 7.5% of the General Fund revenue
and 6.5% of total governmental revenues. The 2025-2026 Budget assumes Use Tax collections of
$25.0M in 2025 with a corresponding reduction in 2026 based on the expiring 0.25% Sales and Use
Taxes described immediately above.

Property Tax

2025 Property Tax revenue accounts for about 14% of the General Fund revenue collected and 9%
of total governmental revenue. The property tax assessment remains unchanged since 1992 at
9.797 mills. In a significant change from recent property tax assessments, Property Taxes for 2025
are anticipated to increase only 1% over 2024 budgeted assessments and another 2% in 2026. Per
an intergovernmental agreement, 66% of Property Tax is given to Poudre Fire Authority (PFA).

Payments in Lieu of Taxes (PILOT)

PILOTs are collected by all City-owned utilities except for Stormwater. In 2025 these payments
account for about 6% of the General Fund revenue and just under 4% of total governmental
revenue. For broadband, the PILOT is also 6% of Connexion’s gross internet receipts paid to the
General Fund and dedicated to Digital Inclusion per City Council priority. This dedicated revenue
enables the City to deliver on its commitment to reduce the digital divide and increase the digital
fluency of all residents.

User Charges/Fees

This category includes park fees, recreation fees, development fees, administrative charges, court
costs, etc. This revenue source accounts for a little over 5% of the General Fund revenue collected
and about 13.5% of total governmental revenue. User charges and fees vary significantly by the type
of charge or fee.
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Sales and Use Tax Trends

The rate for sales and use taxes earmarked for general operations remains at 2.85% along with four
0.25% and one 0.50% voter-approved tax initiatives, which are available for the various restricted
purposes listed in the ballot language. Thus, the total City tax rate is 4.35%. The chart shows the
history of Sales and Use Tax collections; again, the decline shown for 2026 reflects the two
renewable Sales and Use Taxes expiring at the end of 2025.

SALES AND USE TAX REVENUE

($ millions)
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Sales Tax Rate Comparison
Including the county and state sales tax rates, the overall sales tax rate in Fort Collins is 8.05%. This
table shows the City’s total sales tax rate compared with other Front Range cities.
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Note: Includes all city, county, state and special district taxes with data as of July 2024
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Enterprise Fund Revenue & Utility Rates

The City’s Enterprise Funds are those funds that provide services based on fees generated to
support operations. These services include Electric, Water, Wastewater, Stormwater, and
Broadband. It should be noted that Broadband is still in buildout mode as it continues to work to
provide new service opportunities to residents and businesses.

The following table is a summary of 2024 through 2026 average rate increases, as proposed:

Utility Rate Adjustments

Actual 2024 Budget 2025 Budget 2026
Water 4.0% 7.0% 9.0%
Wastewater 4.0% 6.0% 8.0%
Stormwater 3.0% 6.0% 6.0%
Electric 5.0% 6.5% 6.0%

Rate increases for the existing utilities are:

WATER UTILITY

The Water Ultility rate increases of 7.0% in 2025 and 9.0% in 2026 are driven by a combination of
planned capital replacement projects, as well as an updated long-term capital improvement plan
impacted by higher inflationary costs.

WASTEWATER UTILITY
Increases in the Wastewater Utility of 6.0% in 2025 and 8.0% in 2026 are driven by increasing
operating and material costs, as well as capital improvements.

STORMWATER UTILITY

Stormwater capital investments will need to be paid for through a combination of new development
fees, available cash reserves and potential bond proceeds. Inflationary pressures on materials
needed for these investments will require rate increases of 6.0% in both years of this budget cycle.
Recent increases in the cost of capital will have a direct impact on anticipated future debt
issuances.

ELECTRIC UTILITY

Electric rates are proposed to increase 6.5% in 2025 and 6.0% in 2026 due to inflationary pressures
driving significant cost increases in capital investments, as well as the anticipated increased power
supply costs from Platte River Power Authority (PRPA). The City purchases wholesale power from
PRPA and then distributes it to customers. The PRPA Board will finalize rate changes in October
2024 before the final rates are incorporated into the 2025-2026 Adopted Budget.
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Residential Electric Cost Comparison

The following table shows comparable electric rates among Fort Collins and other electric utilities in
the area for 700 kilowatt hours (kWh) of residential usage. Fort Collins continues to have one of the
lowest electric rates in the state. The green bar in the graph represents the cost based on the 2024
average rates; the orange bar represents the cost in 2025 with the proposed electric rate increase.

RESIDENTIAL ELECTRIC COST COMPARISON
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Colorado Utilities with more than 7,500 residential meters
Source: Colorado Association of Municipal Utilities, January 2024 data
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2025-2026 Reserves

The General Fund year-end balances grew from 2012 to 2014 due to an improving economy coming
out of the Great Recession and intentional efforts to retain a portion of each year’s unanticipated
revenue to minimize the impact of future economic downturns. Fund balance hovered around $70M
for the next few years until the pandemic hit.

Reserves were used during 2020 to offset declining revenues due to COVID-19 while trying to
minimize program and service delivery impacts to the community. 2021 saw a strong economic
rebound deliver sales tax growth above budget along with budgetary underspend driven by
pandemic-related challenges like the global supply chain. Those financial forces continued in 2022,
nullifying planned use of General Fund reserves in the 2022 Budget.

The 2023-2024 Recommended Budget leveraged that financial opportunity to make significant
investments in asset management and other capital needs that have been growing during the recent
times of pandemic-related uncertainty. Federal ARPA funds are also reflected in those budget years.

Decreases in the fund balance for 2024 reflect use of that ARPA funding, along with the large
inflationary pressures impacting the cost of goods and services purchased by the City. The projected
fund balances for 2025-2026 are still healthy and above policy minimums.

GENERAL FUND - FUND BALANCE*
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* Note: 2025 and 2026 projections are based on adoption of the recommended budget and a revision to the
emergency fund balance minimum within the General Fund. In addition, staff anticipates 2024 results to yield a
greater balance than $52M.
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The next chart displays the historical budgeted use of reserves. The City intentionally builds and
uses reserves for investments in significant capital projects. The higher use of reserves since the
pandemic has primarily been driven by renewed attention to asset management, as well as new
capital projects. In the 2025-2026 Budget the very real impacts of inflation, especially construction
inflation, are being realized, which has had significant impact on rising capital project costs. The
proposed use of reserves in the recommended budget is dependent on Council’s support for a
modification to the Reserve Fund policy.

HISTORICAL USE OF RESERVES

($ millions)
Fund 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
General Fund $6.2 $5.1 $3.4 $4.0 $8.4 $6.7 $5.6 $8.4 $9.6 $4.2
American Rescue Plan - - - - - 4] 10.9 49 - -
Capital Expansion - - - 14 35 0.1 0.03 0.03 0.03 0.03
KFCG 5.2 48 1.7 1.5 31 20 1.6 - - -
2050 Tax Climate - - - - - - - - - -
2050 Tax Transit - 09 -
2050 Tax Parks - - - - - - - - 0.5 0.
Neighborhood Parkland 0.8 1.2 1.4 - - 29 21 21 - 2.3
Natural Areas 0.6 13 03 - 0.3 11 0.8 - 25 -
Transit 0.4 0.4 0.1 - 1.5 - - - - -
Transportation Cap Ex 0.9 11 54 0.2 11 - - - 0.7 0.2
Transportation 14 28 22 26 1.5 0.8 3.2 27 42 0.7
Light & Power 9.5 45 0.3 - 16 - 43 59 - -
Water 11 1.0 - - 2.7 5.9 18.0 12.6 24 -
Wastewater 13 6.8 - - 7