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2024 STRATEGIC PRIORITIES

VISION:

Create a vibrant and sustainable Foster City community through smart, inclusive, and efficient actions to preserve and
enhance our quality of life for current and future generations.

MISSION:

The mission of the City of Foster City is to deliver services, invest in quality infrastructure and implement policies
that prioritize public safety, smart planning, a vibrant economy, fiscal stability, community connections, and a
sustainable environment. In pursuit of this mission, we use community engagement and data to make decisions and
measure progress based on economic, social, and environmental factors.

STAFF EMPOWERMENT AND OPERATIONAL EXCELLENCE:
The staff of Foster City is committed to and takes pride in proactively providing exceptional service to our
community.

CITY COUNCIL OPERATIONS AND IMPROVED COMMUNITY ENGAGEMENT:
The City Council operates at the highest level of civil discourse, encouraging resident engagement, and full
transparency.

SMART PLANNING, DEVELOPMENT, AND THE LOCAL ECONOMY:
Create a long-term vision that protects, maintains, and enhances our community character through
thoughtful planning and economic development policies.

SUSTAINABILITY:
Focus on a multi-decade timeline with policy development that prioritizes the environment, economics, and
community of Foster City.

INNOVATION:
Welcome and support ideas and new initiatives that allow the City to experiment with solutions and
recognize that accepting modest risk is required to allow for new ideas to be tried.

PUBLIC SAFETY AND SOCIAL EQUITY:
Continue to promote diversity and inclusive policies within the City organization and seek social equity in
all City policies including public safety.

FACILITIES AND INFRASTRUCTURE:

Maintain a standard of excellence with regards to infrastructure, including streets, lagoon, levee, parks,
water supply system, wastewater system, storm water collection system, and City facilities to preserve and
enhance quality of life for future generations.
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BUDGET MESSAGE
FISCAL YEAR 2024-25

June 2024
Honorable Mayor and Members of the City Council:

INTRODUCTION

On behalf of the Executive Leadership Team and the employees of the City of Foster City/Estero
Municipal Improvement District, it is my pleasure to submit the Annual Budget for Fiscal Year 2024-25
(“Budget”) and the Five-Year Financial Plan. The budget includes the City Council/lEMID Board’s strategic
priorities and serves to provide a long-term policy framework and financial plan of delivering high quality
programs and services to our community. As in past practice, the City/District's Budget and Five-Year
Financial Plan is a result of a comprehensive development process, which included many hours of
preparation and several public meetings. The public meetings that began in February 2024 and continue
through June 2024 culminate in the Budget's final adoption by the City Council/EMID Board scheduled for
June 20, 2024.

The City continues to experience difficulties in filling vacant positions, including economic development
manager, human resources manager, and police officers. The projected multi-year structural deficits, cost
impacts from two consecutive years of CalPERS underperformance of investment returns (a negative
6.1% return in FY 21/22 and a 5.8% return in FY 22/23 compared to their 6.8% annual target), annual
VLF shortfalls and the State’s posturing in possibly not backfilling these vital revenues are some of the
major challenges as City staff prepares FY 2024-25 budget and 5-year financial plan. With continued
stress from high inflation rate and the escalation of labor costs, the FY 2024-25 and 5-year financial plan
indicates ongoing General Fund structural deficits. The City Manager’s Office and staff will continue to
monitor and develop strategies to counter the structural deficit. These strategies include additional or
updated revenue opportunities, cost recovery measures, and operational efficiencies.

The Budget and corresponding Five-Year Financial Plan were developed in alignment with Citywide
Organizational Goals and Department Strategic Plans that support the City Council/EMID Board’s vision
to create a vibrant and sustainable Foster City through smart, inclusive, and efficient actions to enhance
our quality of place for current and future generations.

Additionally, the City Council/EMID Board has established a set of strategic priorities that include the

following:

. Staff Empowerment and Operational Excellence

. City Council Operations and Improved Community Engagement
. Smart Planning, Development, and the Local Economy

. Sustainability

. Innovation

. Public Safety and Social Equity

. Facilities and Infrastructure

Any balancing measures employed are based on a set of principles that reflect the City/District’s priorities
and core values to protect vital and essential services for the community.
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ELEMENTS OF THE BUDGET

The budget document is organized as follows:

1. Introductory Items:
Table of Contents
Foster City Organization Chart
Vision, Mission, and Strategic Priorities. These were reaffirmed and updated at the City Council's
annual Vision & Policy Summit in January 2024.

2. Budget Message: Includes the letter of transmittal from the City Manager submitting the
recommended budget to the City Council, major initiatives/issues, organizational changes
addressed in the budget, and the City’s current and projected financial position.

3. Budget Guide: Includes a description of the annual budget process, a glossary of budget
terminology, and the structure of the City’s finances.

4, Five-Year Financial Plan: Includes a Citywide look at expenditure and revenue trends affecting
the City over the course of the next five years.

5. Financial and Personnel Summaries: Includes financial information on projected revenues,
expenditures, fund balances and reserves, personnel resources, and a summary of funds as well
as fund descriptions and information on all revenue sources and expenditure projections.

6. Department Operating Budgets: Operating department sections include the departmental
mission statement, organization chart for FY 2024-25, and changes in financial resources
required to accomplish the department goals. The account summaries include the following five
major categories of department appropriations:

Employee Services represents permanent full-time and part-time salary costs, overtime,
holiday pay, and fringe benefits.

Services and Supplies represents legal, consulting, and other professional services,
contract repair and maintenance, utility charges, training and memberships, equipment
rentals, insurance, and employment services. This category also represents items
purchased for repair and maintenance, operational activities such as publications,
uniforms, recreation supplies, and office supplies.

Internal Service Charges represents vehicle replacement charges, equipment
replacement charges, self-insurance charges, information technology service charges,
building maintenance charges, and funding for longevity recognition benefits, PEMHCA
benefits, and compensated absences.

Capital Outlay represents expenditures for fixed assets in excess of $1,000 including
land, buildings, furniture, equipment, and City vehicles.

Reallocation represents reallocation of department operating expenses to non-General
Fund budgets such as Special Revenue Funds and Enterprise Funds.

Behind the account summaries are the detailed line item expenditures.
7. Non-Department Budgets: Includes historical and proposed FY 2024-25 expenditures for non-

department General Fund, special revenue, debt service, enterprise, internal service, or agency
fund budgets.
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8. Capital Improvements: Includes various tables showing the capital projects for the upcoming
fiscal year and for a five-year period, along with detailed descriptions of capital improvement
projects.

CONCLUSION

The City of Foster City/Estero Municipal Improvement District has been well managed and prides itself on
being fiscally prudent, operating lean, and utilizing resources responsibly as entrusted to us. Although the
current economic conditions have continued to be disruptive to the City/District's operations and
revenues, staff understands that recovery is likely gradual and will therefore continue to prioritize services
and make recommendations about how best to balance fiscal sustainability and the delivery of high-
quality services. We thank both the City Counci/EMID Board and community for its partnership and
patience as we face financial challenges, respond to shifting financial and labor conditions, and work
together to identify solutions that are fiscally sound and best serve the community.

Sincerely,

Stefan Chatwin
City/District Manager

City of Foster City's FY 2024-25 Final Budget Page 7



This page intentionally left blank.

City of Foster City's FY 2024-25 Final Budget Page 8



FISCAL YEAR 2024-25 ANNUAL BUDGET
FIVE YEAR FINANCIAL PLAN
BUDGET CALENDAR

February 26, 2024 (Monday) Study Session at 6:30 p.m.
* Mid-year Financial Review for FY 2023-24
* Policy Direction on the Preparation of FY 2024-25 Annual Budget and Five-Year Financial Plan
+ Organizational Assessment - Preliminary Proposals for City Restructuring/Governmental
Operations Improvement.

March 25, 2024 (Monday) Study Session at 6:30 p.m.
* Review of Capital Improvement Projects, Annual and Long-term CIP Funding Plan
* Review of Enterprise Funds and Internal Services Funds
* Review Analysis of Water and Wastewater Rates
* Review of Special Reports (if any)

April 15, 2024 (Monday) Study Session at 6:30 p.m.
* Review of Proposed Master Fee Schedule for FY 2024-25

May 6, 2024 (Monday) Regular City Council Meeting at 6:30 p.m.
»  Public Hearing on Master Fee Schedule for FY 2024-25

May 20, 2024 (Monday) Study Session at 6:30 p.m.
* Review of Five-Year Financial Plan, Review of Preliminary Budget (All Funds)
* Review Special Reports (if any)

June 3, 2024 (Monday) Regular City Council Meeting at 6:30 p.m.
*  Budget Public Hearing and Follow-up from All Prior Budget Study Sessions
*  Public Hearing and Adoption of Water and Wastewater Rates

June 17, 2024 (Tuesday) Regular City Council Meeting at 6:30 p.m.
*  Adoption of Annual Budget

June 28, 2024 (Friday)
» Budget and Five-Year Financial Plan Printed, Distributed and Posted Online

(Note: all items above relate to the preparation of the FY 2024-25 Budget except where otherwise noted.)
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GLOSSARY OF BUDGET TERMS

Account - A separate financial reporting unit for budgeting, management or accounting purposes. All
budgetary transactions, whether revenue or expenditure, are recorded in accounts.

Adopted Budget - Revenues and appropriations approved by the City Council in June for the following
July 1 through June 30 fiscal year.

Allocated Costs - An expense charged by one department/division to another for services performed or
expenditures of a general nature which are charged to one main account and allocated to other
departments/divisions by a specified formula.

Appropriation - An authorization made by the City Council which permits the City to incur obligations and
to make expenditures of resources.

Assessed Valuation - The value of property against which a tax is levied. Valuations are established by
the County Assessor and reflect a percentage of the true or market value of a property.

Bond - The written evidence of the debt issued by the government entity (City, District, etc.). It bears a
stated rate of interest and maturity date on which a fixed sum of money plus interest is payable to the
holder.

Budget - A financial plan for a specific period of time (fiscal year) that matches all planned revenues and
expenditures with various municipal services.

Budget Amendment - A legal procedure utilized by the City Manager or City Council to revise a budget
appropriation. Adjustments to appropriations within departmental budgets may be accomplished
administratively by the City Manager. City Council approval is required for additional appropriations from
fund balance or new revenue sources.

Budget Deficit - Generally, defined as the amount by which a fund’s spending exceeds its income over a
period of time. Specifically, it is the sum of expenditures and transfers out that exceed the sum of
revenues, transfers in and other adjustments. It is normally determined as a result of a quarterly review.

Budget Guidelines - Guidelines developed by the City Manager, in consultation with the City Council,
that describe the budget environment - e.g. revenue expectations and policy emphasis - for the
forthcoming year; departments make their budget requests on the basis of the guidelines.

Capital Assets (fixed assets) - Things the local government owns that cost a considerable amount of
money and are intended to last a long time - for example, buildings, land, roads, bridges and wastewater
and water systems.

Capital Improvement Program - A plan for capital expenditures to provide for the acquisition, expansion
or rehabilitation of an element of the City's physical plant to be incurred over a fixed period of several
future years.

Capital Outlay - Expenditures relating to the purchase of equipment, land and other fixed assets which
usually occur in a single fiscal year.

Cash Flow - A cash budget that projects the inflow, outflow, and net balance of cash reserves on a daily,
weekly and monthly basis.
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Compensated Absences - Employee absences for which employees will be paid (e.g., vacation leave,
sick leave) based upon the terms of an approved memorandum of understanding or compensation and
benefits plan.

Cost Allocation Plan - A tool to calculate and spread city-wide indirect cost to departments and funds
that receive support services from other departments. Indirect costs are administrative in nature and
incurred while providing a service to other departments in the City.

Cost Recovery - The establishment of user fees that are equal to the full or partial cost of providing
services.

Debt Service - Principal and interest paid on bonds and notes.

Debt Service Fund - A fund used to account for the payment of debt service.

Department - A major administrative segment of the City that indicates overall management responsibility
for an operation or a group of related operations within a functional area. (e.g. Public Works Department).

Division - An area of activity organized as a functional unit within a department. (e.g. Engineering, Water
Operations and Street & Lagoon Maintenance Divisions within the Public Works Department)

Encumbrances - A budgetary technique for recording unperformed contracts for goods and services. Use
of encumbrances restricts the balance in each fund so that total commitments (expenditures plus
encumbrances) will not exceed appropriations.

Enterprise Funds - Funds used to account for business-like operations of a governmental agency that
are funded by customer services charges. The enterprise funds include Water Utility operations and
Wastewater Utility operations.

Expenditure - Utilization of fund resources. Expenditures include operating expenses, debt service and
capital outlays.

Expenditure Category - A basis for distinguishing types of expenditures. The major expenditure
categories used by the City are employee services, services and supplies, internal service charges,
capital outlay and reallocations.

Fiduciary Funds - Fiduciary Funds are used to account for resources held by the reporting government
in a purely custodial capacity.

Fiscal Year - A twelve-month time period signifying the beginning and ending period for recording
financial transactions. The City has specified July 1 through June 30 as its fiscal year.

Fund - A set of separate, self-balancing accounts to account for resources that are used for a specific
purpose based on regulations or limitations.

Fund Balance - The net worth of a fund, which is the difference between the assets and liabilities of a
fund at any given point in time.

General Fund - The fund used to account for the major operating revenues and expenditures of the City,
except for those financial resources required to be accounted for in another fund category. General Fund
revenues are derived primarily from property and other taxes. This fund is the most flexible but also the
most vulnerable to economic influences.
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General Obligation Bonds - Bonds issued by a government entity with a tax levy on property located
within the governmental boundaries in an amount sufficient to pay annual debt service on the bonds.

Goal - Broad mission statement that defines the purpose of a department, based upon the needs of the
community.

Grant - A payment of money from one governmental unit to another, from a governmental unit to a not-
for-profit agency or from a private foundation to a governmental agency. Grants are often earmarked for a
specific purpose or program.

Indirect Cost Allocation - Using a Cost Allocation Plan, these are costs allocated by Support
Departments (City Manager, City Council, City Attorney, Communications/City Clerk, Financial Services/
City Treasurer, Human Resources) and administrative divisions to Line Departments (Community
Development, Fire, Parks and Recreation, Police, and Public Works including Water and Wastewater
Enterprises) and programs (e.g. BAERS, CalOPPS, etc.) who provide direct services to the public.

Infrastructure - Basic public investments such as streets, storm drains, water and wastewater lines,
streetlights and sidewalks.

Interest - The amount paid for the use of money.
Interfund Transfer - The transfer of money from one fund to another in a governmental unit. Interfund

transfers usually have to be approved by the governing body and are normally subject to restrictions in
state and local law.

Internal Service Funds - A series of funds used to account for the services provided by one department
to other departments on a cost reimbursement basis.

Interim _Financial Reports - Quarterly or monthly comparisons of budgets with actual revenues and
expenditures to date. These reports provide decision-makers with an early warning of potential
expenditure overruns or revenue shortfalls.

Line Item Budget - A budget format in which departmental outlays are grouped according to the items
that will be purchased, with one item or group of items on each line.

Notes - Short term promises to pay specified amounts of money, secured by specific sources of future
revenue.

Objective - Desired output-oriented accomplishments that can be measured and achieved within a given
time frame.

Operating Budget - A financial plan for the provision of direct service and support functions that provide
basic governmental services. The operating budget contains appropriations for such expenditures as
employee services, services and supplies, internal service charges, capital outlay and reallocations.

Principal - The face amount of a bond which the issuer promises to pay at maturity.

Program - A group of related activities performed by one or more organizational units for the purpose of
accomplishing an objective.

Public Hearing - An open meeting which provides citizens with an opportunity to voice their views on the
merits of proposals.
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Reserve - An account used to designate a portion of the fund balance for a future use and is, therefore,
not available for general appropriation.

Resolution - A legal and public declaration by the City Council of intent, policy or authorization.

Revenue - Increases in fund resources. Revenues include income from user fees, taxes, permits and
other sources.

Revenue Bond - A bond on which the debt service is payable solely from the revenue generated from the
operation of the project being financed.

Special Revenue Fund - A fund used to account for revenues legally earmarked for a particular purpose.

Subsidy - Supplemental resources provided to ensure adequate funding when anticipated expenditures
exceed revenues.

Tax Rate - The amount of tax levied for each $100 of assessed valuation.

User Fees - Fees charged to users of a particular service provided by the City.
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STRUCTURE OF THE CITY’S AND DISTRICT’S FINANCES

Funds are the basic accounting and reporting entities in governmental accounting. The City/District uses
the cash and encumbrance basis of accounting for budgetary purposes. Encumbrances lapse at year-end
with the exception of Capital Improvement projects and debt service expenditures. The fund types that
comprise the FY 2024-25 budget are grouped into three major categories, Governmental Funds,
Proprietary Funds, and Fiduciary/Agency Funds. The purpose of the various funds within each category is
described below:

GOVERNMENTAL FUNDS
GENERAL FUND GROUP (FUNDS 001-012)

The General Fund group is used to account for all revenue and expenditures necessary to carry out basic
governmental activities of the City/District that are not accounted for through other funds. Within the
group, Funds 001 to 003 are the operating Funds which include activities such as police, planning,
building inspection, engineering, recreation and community services, public works operation and
maintenance, legal and administrative services and contracted fire protection and prevention. The
remaining funds within the group have designated purposes (e.g. community benefits, facilities
replacement, etc.). In FY 2020-21, Sustainable Foster City (Fund 012) was added to the General Fund
Group. See Fund 125 for a description of the Sustainable Foster City Fund. The fund balance includes a
minimum reserve equal to 50% (6 months) of annual budgeted operating expenditures as dictated by City
Council / Estero Municipal Improvement District Board policy.

SPECIAL REVENUE FUNDS

Special Revenue Funds are used to account for revenues that are restricted by law or administrative
action to expenditures for specified purposes. Special Revenue Funds used by the City/District are listed
below:

Traffic Safety Fund (Fund 101). Revenues received by the City as its share of fines generated from
violations of the State Motor Vehicle Code. Expenditure of these funds is restricted to traffic safety
programs.

Measure A Fund (Fund 102): Revenues generated by a special one half cent sales tax that was approved
by the voters of San Mateo County in 1988 and subsequently reauthorized by voters in 2004 for a period
of an additional 25 years up to December 31, 2034. Expenditure of these funds is restricted to
engineering construction and maintenance of City/District streets and transportation-related purposes.

Gas Tax Funds (Fund 103); Streets and Highways Code Section 2030, 2103, 2105-2107.5): Revenues
apportioned to the City from State-collected gasoline taxes. Expenditure of these funds is restricted to
engineering, construction and maintenance of City streets.

Park In-Lieu Fees Fund (Fund104): Revenues received from residential property developers with which
the City has negotiated fees, under the provisions of state law. Expenditure of these funds is restricted to
new improvements of local parks and recreation amenities that benefit residents of the new development.

Measure M (Fund105): Revenues generated by a special $10 registration fee for each vehicle registered
in San Mateo County for a period of 25 years that was approved by the voters of San Mateo County in
November 2010. Expenditure of these funds is restricted to congestion mitigation programs (including
roadway maintenance, pothole repairs, and traffic congestion management) and pollution mitigation
programs (water pollution prevention).

SLESF/COPS Grant Fund (Fund 108). Revenues received from the State of California. Expenditure of
these funds is restricted to funding personnel, equipment and program operating expenses associated
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with supplemental law enforcement services such as anti-gang and community crime prevention
programs, as well as traffic safety initiatives.

CalOpps.org Fund (Fund 114). Revenues and expenditures associated with a City-created public sector
recruitment and applicant tracking website for the benefit of public employers. Expenditure of these funds
is restricted to programs and services associated with the activities of this endeavor.

Foster City Foundation (Fund 116): From time to time, the City receives donations from individuals and
organizations. The City is the administrator of those funds, which are donated for specific purposes by
donors to fund various City programs, services, and/or improvement projects.

SB1 Road Maintenance and Rehabilitation Fund (Fund 119): In April 2017, Senate Bill (SB) 1, the Road
Repair and Accountability Act of 2017, was enacted to provide funding to jurisdictions for road
maintenance and rehabilitation and other types of transportation improvement projects.

Low- and Moderate-Income Housing Fund (LMIHF Fund 122): Created in recognition of the City’s
decision to become the successor housing agency to the former Foster City Community Development
Agency that was dissolved on January 31, 2012 by the State’s passage of ABx1 26 and subsequent ruling
by the California Supreme Court upholding it. Revenues and expenditures associated with the rental and
maintenance of the remaining City-owned six (6) affordable housing units, and loan repayments from the
Metro Center Senior Housing project and the 1% Time Homebuyer Loan program are included in this
Fund. Any other funds which are enacted through legislation and which are considered legally
enforceable to be used exclusively for the provision of affordable housing in the community (e.g.,
affordable housing fees if enacted by the City Council, State legislation that may provide ongoing revenue
sources for affordable housing) are also deposited into this fund.

City Affordable Housing Fund (Fund 124): Created in recognition of the dissolution of the former Foster
City Community Development Agency that was dissolved on January 31, 2012 by the State’s passage of
ABx1 26 and AB1484, and the City Council’s action by resolution to commit all of the approximately $3.3
million in “boomerang” funds from the $12.7 million that was swept by the State from the former Agency’s
housing funds for the purpose of funding affordable housing projects. Funds collected from the developer
of the Foster Square Project on the City’s formerly-owned 15-acre site adjacent to City Hall were also
deposited into this fund, and a loan to Mid-Pen Housing, Inc. of $4.75 million was made in FY 2014-2015.
This fund differs from the LMIHF fund in that these funds are committed by action of the City Council and
may, at the City Council’s discretion, be uncommitted and used for other purposes.

Sustainable Foster City Special Fund (Fund 125). Created to support the implementation of the
Sustainable Foster City plan, to achieve the vision to, “Sustain and Enhance the Quality of Life in Foster
City.” By policy direction, the City Council deposited approximately $209,000 in “boomerang” funds from
the $809,000 that was swept by the State from the former Agency’s non-housing or other funds. In
addition, the City Council authorized a one-time transfer of $258,100 in FY 2014-2015 from the General
Fund. Additional General Fund transfers were also made in subsequent years to support economic and
environmental sustainability initiatives. Effective FY 2020-2021, Sustainable Foster City has moved over
to the General Fund group (Fund 012) as its funding sources no longer carry imposed spending
restrictions.

General Plan Maintenance Fund (Fund 128). This fee was established as part of the FY 2011-2012
budget. The fee provides funding for the unreimbursed State mandated costs of updating and
maintaining the City’s General Plan, Title 15 Buildings and Construction Ordinance and Title 17 Zoning
Ordinance Maintenance. The fee is collected at the time of building permit issuance and is based on the
value of the application and provides a dedicated funding source for future General Plan updates and
zoning and building code updates without relying on the General Fund.

Construction and Demolition Recycling Fund (Fund 129): The Construction and Demolition Fund was
created in FY 2005-2006 as a result of the passing of the Construction and Demolition Ordinance
(Chapter 15.44 Recycling and Salvaging of Construction and Demolition Debris, Title 15, Buildings and
Construction) that same year. The ordinance requires that specific construction and demolition projects
submit a Waste Management Plan as a condition of their building permit. The plan estimates the tonnage
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of material that will be generated by the project, and demonstrates how the contractor will maximize
recycling of debris and other waste generated from the project. The ordinance requires that a refundable
deposit be submitted based on the estimate of the debris that will be generated during the project. As a
condition of return of the deposit, the applicant must provide documentation demonstrating that a
minimum of 50% of the debris generated from the project was diverted. For applicants that do not show
proof of recycling or do not meet the 50% minimum diversion requirement, a portion of or the full deposit
is forfeited. Per the Construction and Demolition Ordinance, forfeited deposits shall be turned over to a
fund designated to further promote the development and expansion of recycling and waste reduction
programs.

Technology Maintenance Fund (Fund 130): The City established a system wide fee in FY 2015-2016.
Fees are collected to recover the costs and ongoing expenses of the City’s new permitting system.

SB 1186 Fee Fund (Fund 131): Revenues collected comes from a four-dollar fee paid for the issuance or
renewal of a business license and is used to increase disability access and to fund for costs associated
with compliance with construction-related accessibility requirements. SB 1186 provides that the city or
county may retain up to ninety (90) percent of the fees collected for related administrative costs and to
provide training for inspectors as Certified Access Specialists (CAS). The remainder is paid to Division of
the State Architect to maintain oversight of the CAS Program.

Strong Motion Instrumentation Program (SMIP) Fee Fund (Fund 132): The state of California passed the
Strong Motion Instrumentation Act in 1972. The Strong Motion Investigation fee is paid by each applicant
for a building permit, where square footage is added and is mandated by the Public Resources Code
section 2705. SMIP Fund provides that the city or county may retain up to five (5) percent of the fees
collected for related administrative costs. This remainder fee is remitted to the State of California to obtain
vital earthquake data for the engineering and scientific communities through a statewide network of strong
motion instruments.

CRV Grant Fund (Fund 133): The State’s Beverage Container Recycling Payment Program offers grants
to Cities and Counties to assist in the implementation of beverage container recycling and litter abatement
projects.

Curbside Recycling Fund (Fund 134): On an annual basis, the Department of Resources Recycling and
Recovery (Cal Recycle) makes curbside supplemental payment to operators of curbside and
neighborhood drop-off programs for beverage container recycling. As a member of the SBWMA, and
part owner/operator of the San Carlos Transfer Station, Foster City’s annual revenue represents the
curbside supplemental payment program’s share of the volume of beverage containers reported to Cal
Recycle by SBWMA's trash hauler, Recology. Per Public Resources Code 14549.6(a), expenditure of
funds is limited to payment for activities related to beverage container recycling.

Green Building Fees Fund (Fund 135): On September 30, 2008, Governor Schwarzenegger signed SB
1473 into law. It took effect on January 1, 2009. The bill provides for the creation of the Building
Standards Administration Special Revolving Fund, which is established in the State Treasury. Monies
deposited in this fund come from a surcharge on both residential and nonresidential building permits. The
bill requires that each city, county collect a fee from an applicant for a building permit, assessed at the
rate of four dollars ($4) per one hundred thousand dollars ($100,000) in valuation, with appropriate
fractions thereof, but not less than one dollar ($1). SB 1473 provides that the city or county may retain up
to ten (10) percent of the fees collected for related administrative costs and for code enforcement
education. The remainder is paid to CBSC for deposit into the Building Standards Administration Special
Revolving Fund.

Measure W Fund (Fund 136): In 2018, San Mateo County voters passed Measure W, a half-cent sales
tax ballot measure providing the County with additional resources to improve transit and relieve traffic
congestion. 50% of these sales tax revenues are administered by the San Mateo County Transportation
Authority while the remaining 50% are administered by the SamTrans Board of Directors. The measure,
which went into effect in July of 2019 provides funding for highway projects, local street repairs, grade
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separations for Caltrain tracks that intersect local streets, expanded bicycle and pedestrian facilities, and
improved transit connections

Affordable Housing - Commercial Linkage Fees Fund (Fund 137): In December 2016, the City Council
adopted Ordinance 606, establishing Chapter 17.88, Affordable Housing Commercial Linkage Fee, which
became effective in February 2017. Commercial linkage fees provide a mechanism for commercial
development to pay fees to offset the impacts of the development on the need for affordable housing.

Tenant Relocation Assistance Fund - (Fund 138): In FY 2020-2021, the City established the Tenant
Relocation Assistance Fund to fund programs, in partnership with Essex Properties to help minimize the
impacts of expiring affordable housing covenants to the residents of Foster's Landing.

Workforce Housing - (Fund 139): The City of Foster City purchased 22 Workforce Housing Units 551—
565 Pilgrim Drive and 1159 Triton Drive (Pilgrim Triton Phase C/Laguna Vista) in May 2022. The
Workforce Housing Program is designed to help address the housing needs of first responders, public
employees, and teachers in the very low, low, and moderate income households in order to make it
possible for public servants to live near where they work.

Equipment Replacement - Workforce Housing Reserves - (Fund 140):. Equipment replacement related
billings to workforce housing units.

SB 1383 Implementation - (Fund 141). Based on guidance from CalRecycle, the SB 1383 Local
Assistance Grant Program provides subsidized compost to encourage and expand the use of compost
within our County with the end goal to expand the capacity for compost use within the County into the
future.

Park Facilities Impact Fee - (Fund 142): In June 2022, the City Council establishing Chapter 3.50, Park
Facilities Impact Fee, which became effective in August 2022. This fee will fund park, trail and recreation
facility improvements necessary to accommodate growth.

Public Safety Impact Fee - (Fund 143): In June 2022, the City Council establishing Chapter 3.70, Park
Facilities Impact Fee, which became effective in August 2022. This Fee will fund police and fire capital
facilities and equipment (e.g. vehicles) necessary to accommodate growth.

Transportation Impact Mitigation Fee - (Fund 144): In June 2022, the City Council establishing Chapter
3.60, Park Facilities Impact Fee, which became effective in August 2022. This fee will fund needed
additions and improvements to City's transportation infrastructure to accommodate future transportation
volumes associated with the new development. These improvements will include infrastructure that
supports both vehicles as well as transit, pedestrian, bicycle, and other modes.

Local Housing Trust Fund - (Fund 145): In February 2024, the City Council approved a resolution 2024-9
establishing Local Housing Trust Fund (LHTF) to enable the City to apply for matching funds from the
California Department of Housing and Community Development (HCD) LHTF Program. The fund is
established with dedicated sources of funding to include Commercial Linkage Fees collected pursuant to
Foster City Municipal Code (FCMC) Chapter 17.88 and Below Market Rate Housing In-Lieu Fees
collected pursuant to FCMC Chapter 17.90.
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DEBT SERVICE FUNDS

Debt Service Funds are used to account for payment of debt service of Governmental Funds. The City/
District’'s has one Debt Service Fund as listed below:

Levee Protection Planning and Improvements General Obligation Bond Fund (Fund 230): The Levee
Protection Planning and Improvements General Obligation Bond Fund accounts for the payment of debt
service (principal and interest) on the City’s general obligation bond debt used for financing up to $90
million levee improvements costs.

CAPITAL PROJECTS FUNDS

Capital Projects Funds are used to account for resources used for the acquisition and construction of
capital facilities or major capital equipment, except for capital facilities financed by proprietary fund types.
Capital Project Funds used at the City/District are listed below:

Capital Investment - City Fund (Fund 301): Revenues from City sources are used for development,
construction or acquisition of approved capital projects funded by certain general obligation bonds, the
sale of property, or other unrestricted revenue sources of the City. The fund balance includes a $2 million
emergency reserve.

Capital Asset Acquisition and Replacement Fund (Fund 326): Revenues from the sale of City property,
including the sale of the City-owned 11 acre site formerly leased to the North Peninsula Jewish Campus
in September 2012, are being deposited into this fund. Revenues from the sale of the City-owned 15 acre
site to TNHC-HW Foster City, LLC were also deposited into this fund. By policy direction, assets in these
funds may only be used for the acquisition or replacement of significant assets or capital improvements
by 4/5" vote of the City Council, except for a limited duration transfer to the City General Fund of
$205,000 per year in FY 2012-2013, 2013-2014 and 2014-2015.

Levee Project Fund (Fund 327 and Fund 328): The Levee Project Fund is for the design and construction
of Levee Protection Planning and Improvements Project (CIP 301-657).

PROPRIETARY FUND TYPES
ENTERPRISE FUNDS

Enterprise Funds are used to account for City/District operations that are financed and operated like
private business enterprises. Use of this type of fund permits user charges to finance or recover the cost
of providing the enterprise’s services to the general public on a continuing basis.

Enterprise Funds used at the City/District are listed below:

Water Enterprise Funds: Activities associated with providing water services including construction and
maintenance of water distribution systems. There are four funds associated with the Water Enterprise:

«  Water Revenue Fund (Fund 401) - Accounts for all of the revenues and the operational and
maintenance expenditures associated with the retail sale of water to customers.

«  Water Capital Investment Fund (Fund 405) - Captures funds that are spent towards capital
improvements to the Water system, funded through monies collected from ratepayers that go
towards current or future capital improvement projects. It also holds equipment replacement,
acquisition and funding from water revenues for replacement of equipment supporting water
operations. The fund balance includes a $2 million emergency reserve.

»  Water Equipment Replacement Fund (Fund 408) - Funds held for the replacement and
acquisition of water enterprise equipment.

»  Water Connection Fees (Fund 409) - Funds held for the water connection fees collected and to
be use in future Water CIP projects.
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Wastewater Enterprise Funds: Activities associated with wastewater collection and treatment including
construction of wastewater treatment plant facilities (shared with the City of San Mateo). There are eight
funds associated with the Wastewater Enterprise:

+  Wastewater Revenue (Fund 451) - Accounts for all of the revenues and the operational and
maintenance expenditures associated with the wastewater collection system and treatment
activities.

+ Wastewater Rate Stabilization Fund (Fund 453) - Accounts for net revenues collected from the
Wastewater Revenue Fund for debt service payments to be made by the Wastewater Long-Term
Debt Fund and for cash funding of EMID’s share of WWTP costs.

»  San Mateo-Foster City Public Financing Authority Loan Fund (Fund 454) - The San Mateo-Foster
City Public Financing Authority (SM-FC PFA) Loan Fund accounts for the payment of principal
and interest on long term debt incurred for EMID’s share of WWTP costs, including loan(s) from
the San Mateo-Foster City Public Financing Authority.

«  Wastewater Capital Investment Fund (Fund 455) - Captures funds that are spent towards capital
improvements to the Wastewater Collection (sewer) system, funded through monies collected
from ratepayers that go toward current or future capital improvement projects. It includes
accounts for collection of wastewater system expansion fees for vacant parcels representing new
developments that will be connected to the system. Funds are transferred to the Capital
Investment Fund (above) where they are spent on Wastewater Collection (sewer) system
expansion capital projects. The fund balance includes a $2 million emergency reserve.

+  Wastewater Equipment Replacement Fund (Fund 458) - Funds held for the replacement and
acquisition of wastewater enterprise equipment.

»  Water Infrastructure Finance and Innovation Act (WIFIA) Loan Fund (Fund 459) - The WIFIA
program provide a long-term, low-cost loan for the District's Wastewater Treatment Plant Master
Plan Improvements project (CIP 455-652). The Fund also accounts for debt service payments
associated with the WIFIA loan and the 2021 revenues notes. At maturity, the revenue notes are
to be repaid with the WIFIA loan.

»  Wastewater Connection Fee (Fund 460) - Funds held for the wastewater connection fees
collected and to be use in future Water CIP projects.

+  Wastewater State Revolving Fund/Other Bonds (Fund 461) - The State Revolving Fund program
provide a long-term, low-cost loan for the District's Wastewater Treatment Plant Master Plan
Improvements project (CIP 455-652).

INTERNAL SERVICE FUNDS

Internal Service Funds are used to account for the financing of goods and services provided by one
department to other departments on a cost reimbursement basis. Internal Service Funds used at the City/
District are listed below:

Vehicle Replacement Fund (Fund 501): Vehicle replacement, acquisition and maintenance service
charges and the related billings to various departments.

Equipment Replacement Fund (Fund 502): Equipment replacement, acquisition and the related billings to
various departments for non-Enterprise fund assets.

Self-Insurance Fund (Fund 503): Charges to the various departments for general liability and property
insurance premiums, defense costs and related administrative costs.

Information Technology Fund (Fund 504): Information technology-related acquisitions, maintenance
service charges and the related billings to various departments.

Building Maintenance Fund (Fund 505): Management, maintenance, janitorial service, and some capital
replacement for all City/District buildings and building-related equipment.
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Longevity Recognition Benefits Fund (Fund 507): Benefits paid to retired employees in accordance with
benefit plans approved in labor contracts and/or compensation and benefits plans, funded by charges to
operating departments based on salary costs.

PEMHCA Benefits Plan Fund (Fund 508): Benefits paid on behalf of retirees participating in the
CalPERS’ Public Employees’ Medical and Hospital Care Act (PEMHCA) medical benefits plan.

Compensated Absences Fund (Fund 509): Vacation and sick leave benefits which have monetary value
and must be paid out to employees upon separation of employment in accordance with the terms of an
existing memorandum of understanding or compensation and benefits plan.

FIDUCIARY/CUSTODIAL FUNDS

Fiduciary/Custodial Funds are used to account for resources held by the reporting government in a purely
custodial capacity. The Fiduciary/Custodial Funds used by the City/District is listed below:

Foster City Successor Agency Fund (Fund 604): The Foster City Successor Agency Fund is a private-
purpose trust fund that accounts for the accumulation of resources to be used for payments of recognized
obligations of the former Foster City Community Development Agency that was dissolved on January 31,
2012 as a result of the passage of ABx1 26 by the State.

San Mateo Consolidated Fire Department Custodial Fund (Fund 608): Accounts for fire permit and plan
check fees collected from construction permits that the City is holding for San Mateo Consolidated Fire
Department.
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FOSTER CITY COMMUNITY PROFILE

Location

Foster City is located midway between San Francisco and San Jose on the western shoreline of the San
Francisco Bay, east of U.S. 101, which provides convenient access to the San Francisco Airport and San
Francisco to the north and Santa Clara County to the south. The City is bisected by State Route 92 (the J.
Arthur Younger Freeway), which runs between Half Moon Bay to the west and Highway 880 to the east
via the San Mateo-Hayward Bridge. The City encompasses 12,345 acres, of which 9,726 acres are part
of San Francisco Bay and Belmont Slough, and 2,619 acres are land area.

History

Foster City had its beginning as reclaimed marshlands devoted to dairy farming and evaporation ponds.
At the turn of the 20th century, the approximately 2,600 acres of tidal marshes now occupied by Foster
City were owned by Frank Brewer, and the land was called Brewer Island. Brewer eventually sold his land
to the Leslie Salt Company and Schilling Estate Company.

During the late 1950’s, T. Jack Foster, in association with Bay Area developer Richard Grant, purchased
an option to acquire Brewer Island for the development of a complete community. In 1960, the California
Legislature created the Estero Municipal Improvement District (EMID), the state’s first such public agency.
The District was granted most of the governing powers associated with an incorporated municipality,
except the powers to zone and approve development and certain police powers. A board of three
directors representing the two landowners governed the District.

Because San Mateo County retained the authority to approve development permits, T. Jack Foster
prepared a master plan for the development of Brewer Island (Foster City) and submitted it to the County
in 1961. The plan envisioned a self-contained community with a variety of housing types, waterfront lots
and parks, an internal lagoon for drainage and public recreation, marinas, offices, stores, industry, and
public services. The ultimate “buildout” was to include 11,000 housing units and a population of
approximately 35,000. The Town Center, to be focused on an interior lake, was to include a combination
of community and regional commercial services, offices, government agencies, entertainment
establishments, and parks.
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One of the more difficult aspects of the plan for the City was how to handle drainage in an area that was
basically flat and at sea level. The engineering firm of Wilsey and Ham developed a plan to raise the
surface level of the island four to five feet and to dig a central drainage basin area that also would serve
as a runoff storage area. This drainage basin is now the Foster City Lagoon.

The County Board of Supervisors approved the Foster City plan in 1961, and groundbreaking for the first
reclamation and development projects took place in August. Due to the extensive fill, compaction, and
construction of facilities that had to precede any building, three years passed before the first homes were
completed.

The Estero Municipal Improvement District was authorized to issue $82,130,000 in bonds in order to
finance the improvements necessary for development of Brewer Island (of which $78,437,000 was
issued). The bonds provided enough funding to build the lagoon, water system, sewer system, roads,
bridges, and other necessary improvements.

By the end of 1964, 200 families had moved into Foster City. By 1966, the community had grown to 5,000
residents. The first public buildings constructed included the Corporation Yard in the early 1960’s and the
Public Safety Building (the former Fire Station) in 1965.

As the City developed, residents came to realize that their lack of representation on the EMID Board
made it difficult to affect Board decisions on development and taxation issues. In early 1967, residents
reached a compromise with T. Jack Foster and Sons to introduce legislation increasing the Board’s size
from three to five. Foster City residents would elect the two new directors. The legislation also contained a
provision for eventual transition of the Board to full citizen representation by 1970, a year prior to the
statutory deadline. At that time, the EMID Board began incorporation proceedings.

Foster City was incorporated in April 1971, with the newly elected City Council assuming the powers of
the EMID Board. Nearly seven years after the first families moved to Foster City, residents gained full
control over municipal governance.

In 1972, the City opened a new City Hall. In 1974, the Recreation Center opened in Central Park (now
Leo J. Ryan Park) on the shores of the Lagoon. In 1976 the fourth and last of the bridges crossing the
Foster City lagoon system was completed and it was named the Bicentennial Bridge. The Foster City
Community Development Agency was formed in 1981 to assist the growth of the City. A new Police
Station located at 1030 East Hillsdale Boulevard was dedicated in March 1985. The Recreation Center
was remodeled and expanded in 1997. A new Library/Community Center building was also completed in
1997. The new Government Center with Fire Station, City Hall, and an addition to the Police Station was
completed December 2002. The new Council Chambers was completed November 2003. The Teen
Center (Vibe) moved from a temporary building to a permanent home by the Recreation Center in 2009.
The Community Development Agency was dissolved by the State in 2012.

Government Services

The Estero Municipal Improvement District and the City of Foster City provide governmental services to
the citizens of Foster City. The members of the City Council serve as the policy-making body for both
governmental agencies. City voters elect Council members to staggered terms of four years each. The
City Council meets regularly on the first and third Mondays of each month at 6:30 p.m. in the Council
Chambers at 620 Foster City Boulevard and may call additional special meetings. These meetings are
televised on the City’s government access station, FCTV Comcast Channel 27 or ATT Channel 99 and
streamed on the FCTV website. All meetings of the City Council, Planning Commission and any
committees are open to the public except when certain personnel matters and legal items are discussed.
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Figure 2: Foster City Government Center

The City Council has appointed one commission and six Citizen Advisory committees to advise it on
matters of special interest:

*  Planning Commission

*  Audit Committee

+ Citizens Sustainability Advisory Committee

* Levee Bond Oversight Committee

* Parks and Recreation Committee

+ Traffic Review Committee

*  Youth Advisory Committee Planning Commission

City of Foster City

Foster City was incorporated on April 27, 1971 and is a general law city as established by California
Government Code, Section 34102. It uses the Council-Manager form of government. A City Manager is
appointed by the City Council to serve as Chief Administrative Officer who is responsible for overseeing
personnel, developing the budget, proposing policy objectives, and implementing policies and programs
adopted by the City Council. Eight departments and two contracted services report to the City Manager,
which include:

* Five line departments, so-called because they provide direct services to the public;: Community
Development, , Parks and Recreation, Police, Public Works, and San Mateo Consolidated Fire
(contracted service); and

* Five support departments, which primarily serve to support the efforts of the line departments:
Administrative Services (consisting of the Information Technology and Human Resources
Divisions), City Attorney/Legal Counsel Services (contracted service), City Manager,
Communications/City Clerk, and Financial Services/City Treasurer.

« The Fire Department has transitioned to the San Mateo Consolidated Fire (SMC Fire)
Department, serving Foster City, Belmont and San Mateo. This process took several years and
was completed on January 13, 2019.

Estero Municipal Improvement District

As described in the History section, the Estero Municipal Improvement District (EMID) was created in
1960 and granted most of the governing powers associated with an incorporated municipality. EMID sold
bonds to finance the major improvements needed for development of the City. EMID provides water and
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sewer service to Foster City and water service to Mariner’s Island and is a separate legal entity with the
City Council serving as its Board of Directors. The last of the EMID bonds was paid off on August 1, 2007.

Cultural

The Parks and Recreation Division offers a variety of cultural activities in the form of special events
throughout the year. Leo Ryan Park serves as the backdrop for many events that provide the community
exposure to culture and the arts in all its forms. One of the most widely attended events for all ages and
backgrounds is the very popular annual Summer Concert Series at Leo Ryan Park. The Summer
Concerts provide free family-friendly evenings in the beautiful outdoor amphitheater. The Fourth of July
Celebration is an all-day event co-sponsored by the Lions Club that includes fireworks, family games,
food, demonstrations, and other activities.

The Department also hosts several events specifically for Foster City residents. In August, a Family
Overnighter is held at Boothbay Park. This popular event features a fun-filled evening of games, songs
and camping.

In May of 2018, it was decided by the City Council that the City would host an annual “City Birthday
Party.” The inaugural City event is called “Summer Days” and includes live entertainment, traditional
carnival/amusement rides & games, on-site food trucks, craft beer tastings, art/craft exhibits (by local
artists and SF Etsy), in addition to activities and information booths by our local community groups. This
special event for the City, created by City staff is the ultimate birthday celebration and wrap up to a fun-
filled summer of Parks and Recreation programs.

Population

Foster City was virtually undeveloped in 1961 but experienced major growth in the 1970’s and grew at a
slower pace during the 1980’s and 1990’s. The original Master Plan estimated a population at buildout of
35,000. The City’s population was determined to be 30,567 by the 2010 US Census. The most recent
estimate by the California Department of Finance is 33,056 as of January 1, 2021.

Population Growth
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Housing

As of January 1, 2023, the City has 13,796 housing units.

The housing stock of Foster City is aging, with 85% of units built between 1960 and 1999. In recent years,
most housing produced in the region and across the state consisted of single-family homes and larger
multi-unit buildings. In Foster City, 33% of housing units are in complexes of 10 or more units, 36% are
detached single family homes, and 19% are attached single family homes. The remainder are in buildings
of two to nine units However, there is new interest in “missing middle housing” — including duplexes,
triplexes, townhomes, cottage clusters and accessory dwelling units (ADUs), and the State of California
has created new regulations that make building ADUs easier for homeowners These housing types will
likely result in more options across incomes and tenure, from young households seeking homeownership
options to seniors looking to downsize and age-in-place.

In the last ten years, Foster City has seen the development of several large apartment buildings and
commercial development, including Foster Square, a mixed-use commercial project including 155
assisted living units (including 24 memory care units), 66 below market rate apartments and 200 for-sale
units along with up to 35,000 square feet of commercial, and the Pilgrim-Triton developments that
included The Plaza, The Triton, 100 Grand, Laguna Vista, and 501 Pilgrim Drive, the 22-unit workforce
housing development purchased by the City in 2022. In all, when the remaining units under construction
at Laguna Vista are completed, these Pilgrim Triton developments have provided 805 new housing units,
of which 163 are below market rate units. The City’s new workforce housing development includes eight
rent-restricted units, and 14 income and rent restricted units. The workforce housing units have a
preference priority for first responders and city employees and two of the units are fully accessible for
those with disabilities.

With the adoption of the Housing Element in 2023, the number of housing units in the City of Foster City
is expected to grow between 2023 and 2031, and the City anticipates growth in the number of ADUs due
to streamlining in state regulations. In addition, the City anticipates an increase in the rehabilitation of
older units as the bulk of the housing stock continues to age. The City’s Regional Housing Needs
Assessment calls for the addition of 1,896 new housing units between 2023 and 2031.

Historic & Projected Housing Unit Growth
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The benefits of providing a balance of land uses that serve a wide range of community needs have been
recognized since the first Foster City Master Plan. Although construction during the early years of Foster
City was largely residential, the City has actively pursued commercial and research and development
uses over the past twenty years to achieve a more balanced mix of uses. Commercial, office, and
industrial development provide a healthy and stable tax base as well as job opportunities within the City.

Existing non-residential building stock includes 3.9 million sq. ft. of office, 1.8 million sq. ft. of industrial/
research and development, and 0.6 million sq. ft. of commercial and 630 hotel rooms.

Nonresidential Uses (million sq. ft.)
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The amount of residential and non-residential development is expected to increase over the next several
years as older properties are redeveloped and the few remaining vacant sites are developed.
Furthermore, the pandemic is expected to further change commercial development patterns within the
City, as trends such as employees working from home affects office uses.

On November 2, 2023, Planning Commission approved a Use Permit for the demolition of an existing
office building and construction of a new 190,000 square foot (SF) Research and Development building,
subject to Conditions of approval, located at 331 Lakeside in the South Campus of the Gilead Sciences
Integrated Campus Master Plan (UP2023-0079).

On November 16, 2023, Planning Commission approved a Use Permit to demolish the existing one-story
Recreation Center and construct a new 40,000 SF two-story recreation center in approximately the same
location, subject to Conditions of Approval, located at 650 Shell Boulevard (UP2023-0003).

Shopping

Foster City has a total of five (5) retail shopping centers — three (3) neighborhood commercial centers
(Edgewater Place, Marlin Cove, and Beach Park Plaza) and two (2) regional-serving areas: The
Marketplace along East Hillsdale Boulevard and the area along Metro Center Boulevard that includes
Costco Wholesale and the former Orchard Supply Hardware. In addition, there are retail spaces in new
mixed-use developments including Chess Retail Center, Foster Square, Pilgrim Triton and Parkside
Towers.
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Several of the shopping centers have redeveloped over the years to meet the needs of the community
(e.g., Port O’ Call redeveloped into Miramar Apartments, Marlin Cove redeveloped into a mix of
commercial and housing).

On November 3, 2016, the San Mateo-Foster City School District (District) entered into a School
Conveyance Agreement (Agreement) to purchase Charter Square Shopping Center from the Chang
Income Property Partnership, LP (Owner) to build a school facility on the property by Westlake Urban,
LLC (Developer). The school opened in fall 2021.

Orchard Supply Hardware closed in 2018. No new tenant or use of the site has been the subject of any
applications as of March 2024.

Jobs

During the initial stages of Foster City’s development, new growth was mainly residential or residential-
serving in nature. Since 1980, several major commercial and research and development uses have been
completed, adding a substantial daytime work force population to the City and providing employment
opportunities to Foster City residents. The largest employers as of June 2023 are indicated in the
accompanying table.

Principal Employers No. of Employees
Gilead Sciences 7,167
Z0oox 1,401
Visa 1,154
Peninsula Jewish Community Center 300
Qualys Inc. 285
Quinstreet Inc. 284
CSG Consultants Inc. 221
Exabeam Inc. 202
Crowne Plaza Foster City 180
Randstad Professionals US LLC 163

Source: Foster City Business License Data

Based on the Foster City's 2023 business license records, businesses in Foster City employ
approximately 13,453 persons. Another source, Census on the Map from the US Census Bureau,
estimated 28,028 primary jobs in Foster City in 2021. Using the Census of the Map estimate and adding
the estimated increase in office, industrial and retail space, total employment in Foster City, in the year
2025 is projected to be approximately 33,938 persons. In comparison, Projections 2040, published in
2018 by the Association of Bay Area Governments/Metropolitan Transportation Commission (the latest
forecast by an independent source) projected total jobs in Foster City at 33,435 in 2025 and 35,250 in
2035. The accelerated development occurring in Foster City over the past 5 years has allowed the local
job market to grow beyond expectations.
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Source: Projections 2040, ABAG/MTC

Education

The community is served by various private and public educational facilities. From a public education
perspective, Foster City is served by the San Mateo-Foster City School District (elementary), the San
Mateo Union High School District (high school), and the San Mateo Community College District
(community college). There are eight private preschools, four public and three private elementary schools,
one private and one public middle (junior high) school in the city limits. High school students are assigned
to one of the public high schools in the District, or may choose from a variety of private high school
institutions in the nearby area. The elementary schools and high schools serving Foster City youth
continue to be highly ranked in educational achievement statewide. Finally, there are a variety of public
and private colleges and universities within 40 miles of Foster City.

Recreation

Foster City prides itself on the wealth of recreational amenities and activities provided to the community.
Foster City has one of the highest ratios of park acreage to population in the nation, boasting more than
100 acres of park and open space land including bike paths, dog exercise areas, a lighted softball field,
soccer and youth baseball fields, tennis courts, pickleball courts, basketball courts, volleyball courts,
picnic facilities, and a wildlife refuge. Leo J. Ryan Park, encompassing eight (it is 21 acres from Vibe to
the beach) acres overlooking Central Lake, is home to the gazebo, amphitheater, stage area, and the
William J. Walker Recreation Center. The City has constructed synthetic turf fields at Sea Cloud Park,
Catamaran Park, Edgewater and Port Royal Park to provide recreational amenities for soccer and
baseball/softball players during all weather conditions and in an effort towards water conservation. In
2015, the City constructed two new parks - Bridgeview Park and Shorebird Park. Shorebird Park includes
sculptural art pieces and the City’s first outdoor Fitness Court. Additionally, the City rebuilt one existing
park (Baywinds Park) previously known as Windsurf Park, a popular area for kiteboarding and
windsurfing. The City’s lagoon system offers more than 200 acres of surface area, winding five miles
throughout the City, for sailboat and windsurfing enthusiasts.

The City’s Parks and Recreation Department offers a wide variety of classes year-round including creative
arts, sports, and fithess programs for children, teens, adults and seniors. Foster City has started the
process to rebuild the Recreation Center, with construction taking place in Fall 2024. “The Vibe” Teen
Center hosts activities for youth and teens, including a skateboard park. Active sports enthusiasts can join
any number of organized team sports, including basketball, softball, soccer and volleyball. The City offers
reservable space at the Community Center and the Vibe for parties, meetings, and events. During the
rebuilding of the Recreation Center, there will be temporary modular units available for rental for programs
and meetings.

The Foster City Library (a branch of the San Mateo County Library) is located in the Civic Center complex

at 1000 East Hillsdale Boulevard. This library building includes 18,500 sq. ft. of library space and the
9,000 sq. ft. Community Center.
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Climate Action

Foster City maintains the levee along the Bayfront. The Levee provides protection from flood hazards and
storms. It also provides recreational uses for the community and serves as a main link to the Bay Trail.
The Federal Emergency Management Agency (FEMA) conducted a coastal flood hazard study in 2014,
which determined that roughly 85% of the City’s levee system does not meet FEMA requirements. FEMA
granted Foster City a temporary “seclusion mapping” designation in 2015 to remain classified as Zone X,
so long as progress was made to address the deficiencies of the levee. The City retained a consultant to
design improvements so the levee once again meets FEMA standards. An Environmental Impact Report
for the Levee Project was adopted on May 8, 2017. In order to maintain FEMA accreditation and keep
Foster City properties out of the flood zone, the City Council placed Measure P, a bond measure to fund
levee improvements, on the June 5, 2018 ballot. The measure was approved and will provide funds to
strengthen the levee to meet FEMA standards, keeping Foster City properties out of the flood zone and
allowing residents to avoid mandatory expensive flood insurance. Levee improvements would not only
allow Foster City to maintain FEMA accreditation, but also protect essential city services during storms
and from earthquake damage. All regulatory permits were obtained and a construction contract was
awarded on July 20, 2020 with construction starting in earnest in September 2020. The levee was re-
opened in phases with Phase 1 opening in March 2023, Phase 2 opening in August 2023, and Phase 3
opening in October 2023. Substantial completion was issued on October 6, 2023, with final completion
being achieved in February 2024.

The City has a climate action plan to address challenges that climate change will bring to the community.
The Climate Action Plan describes climate change effects and prescribes measures to mitigate its
negative impacts. By addressing potential issues arising from climate change impacts, the City will better
adapt to changing conditions and can protect general community welfare.

The City approved a Climate Action Plan ("CAP") in January 2016 that contained strategies to achieve 15
percent GHG emissions reduction below 2005 levels by 2020 and 20 percent below 2005 levels by 2025,
which the City achieved in 2017. The 2016 CAP needs updating to incorporate revised GHG reduction
goals that align with new State targets, identify specific measures to achieve GHG reductions, and
suggest strategies for future adaptations of climate action planning.

The City began updating its Climate Action Plan in 2022 by hiring a community engagement consultant
and establishing a permanent Citizens Sustainability Advisory Committee. Led by City Staff, the CAP
Team conducted extensive community outreach and engagement throughout 2023. Engagement included
workshops, direct engagement focus groups, targeted emails, a sustainability website, and other
opportunities for the Foster City community to engage in the Climate Planning Process. Staff completed a
draft of the CAP in November of 2023. City Council was presented with the draft of the Climate Action
Plan Update in the Spring of 2024, with public comment occurring afterward. The City expects to
complete this update of its CAP by the end of fiscal year 2023-2024.
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FIVE-YEAR FINANCIAL FORECAST
(FY 2024-25 to FY 2028-29)

The fiscal stewardship exercised by the City Council and its staff is manifested through developing
prudent and effective long-term financial strategies and making appropriate financial decisions. Over the
years, the City built up reserves in its General Fund (Funds 001 to 003), Capital Improvement Funds,
Internal Service Funds, and in its Enterprise operations to ensure that the services and infrastructure
required to allow the community to thrive are provided the necessary financial resources. These policies
and actions help ensure the long-term financial stability of the City.

The last several years have been somewhat of a roller coaster with the U.S. economy surging from a
GDP contraction of 3.4% in calendar year 2020 to a 5.9% and 2.1% expansion in 2021 and 2022
respectively. Similarly, the nations unemployment rate swelled from 4.4% in March 2020 to 14.8% in April
2020 and has since declined to 3.9% in April 2024. Driven by the Federal Reserves' monetary goal of
essentially flooding the U.S. with cash by lowering the Fed Funds rate to near zero as a means of
stimulating the economy during COVID-19 crisis, borrowing rates sank to historic lows. Unfortunately,
combined that with a low labor supply, a 20-year high "quit rate", international political problems, and
surging commodity prices, inflation became the new issue. As such, costs to operate the City continues to
be impacted by supply chain issues, a lack of both the quality and quantity of job applicants which has
resulted in a much longer cycle time to fill staff vacancies, and higher labor and supplies and services
costs. Meanwhile, while the City has seen recovery for most of its key revenues that were impacted by
the COVID-19 pandemic, transient occupancy tax (TOT) revenues are still expected only reach $4.15
million by the end of the current fiscal year, which is still $0.24 million behind its $4.39 million level in FY
2018-19.

The five year financial plan for FY 2024-25 through FY 2028-29 indicates General Fund (Funds 001 to
003) annual structural deficit of $5.58 million, $6.62 million, $8.53 million, $8.87 million, and $9.82 million
respectively.

During and after the “Great Recession” of December 2007 to June 2009, the City’s primary fiscal goal
could be best summarized in one simple statement: solve the General Fund structural deficit. The City
erased an original $5 million deficit identified in early 2010 even amidst rising pension costs and the loss
of the City’s largest sales tax generator at the end of 2012. It took until FY 2013-14 before the City’s
General Fund showed a balanced budget. The City's management team will once again be tasked with
finding solutions to resolve the anticipated General Fund structural deficits forecasted for the next 5 years.

The five-year forecast for the General Fund is a financial planning tool to understand multi-year budgetary
impacts in the context of economic conditions, planned and potential development, revenue changes,
compensation adjustments, and Capital Improvement Program (CIP) funding. Property tax, real property
transfer tax, sale tax, transient occupancy tax, building and planning permits, and charges for services are
all included in the five-year forecast. Although the City has had many new development projects break
ground over the past several years (e.g. Pilgrim Triton, 100 Grand, The Triton, Foster Square, various
Gilead Sciences campus expansions, TownePlace Suites hotel, Pilgrim Triton Phase C for 70 townhouses
and 22 Foster City owned workforce units, etc.), only three new projects are included in the 5-year
financial plan. They consist of Biomed Realty - Phase Il at Lincoln Center Drive and the redevelopment of
Lantern Cove and Schooner Bay multi-family housing complexes. While not included in the 5-year
financial plan, several potential development projects, including Chess Hatch development and housing at
1601 Beach Park Boulevard could move forward over the next few years.

Since FY 2019-20, San Mateo County has experienced annual Property Tax in lieu of Vehicle License
Fees (VLF) shortfalls. Historically, the State has made counties and cities whole by reimbursing in-lieu
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VLF shortfalls through a special appropriation in the State budget. This appropriation ensures that all
counties and cities receive their full in-lieu VLF payment required by law. An appropriation to cover the
County’s shortfall for FY 2022-23 was not included in the FY 2024-25 Proposed State Budget, which is
the first time the state has failed to include a backfill of these revenues since the passage of Proposition
1A in 2004. The County, on behalf of itself and its 20 cities, has continued to advocate with the State's
legislative leaders to include the backfill in their version of the FY 2024-25 state budget. The City's budget
assumes, for the first time, that the State will not provide the VLF backfill to the County and the City. If the
State’s final fiscal year 2024-25 budget excludes the backfill, the estimated loss to Foster City is
approximately $1.04 million. In addition, as of March 20, 2024, the County's projected VLF shortfall for
fiscal year 2023-24 is $2.27 million. City staff will continue to monitor the VLF shortfall issue closely.

In FY 2021-22, the Human Resources Department initiated a citywide classification and compensation
study which was completed in May 2023. The study found the City’s base salaries, overall, in comparison
to the market average were 6.2% below the market. On June 5, 2023, the City Council ratified a 3-year
Memorandum of Understanding (MOU) with the POA effective July 1, 2023. A 3-year Management
Compensation and Benefits Plan was also approved on June 20, 2023. Under these agreements, each
group will receive an annual COLA based on the local CPI-U with a floor and ceiling of 3% and 5% as well
as flexible benefits adjustments each January 1 based on the percentage increase in the CalPERS Kaiser
HMO Basic Premium. These increases will likely help with staff retention and recruitment in the current
tight labor market. Lastly, In January 2024, an agreement was signed with the AFSCME unit for the July
1, 2023 through September 8, 2024 term, approving a cost of living adjustment (COLA) of 5% retroactive
to July 1, 2023. Currently, negotiations are in progress between the City and AFSCME unit for the next
labor agreement term, but no agreement have been reached yet.

The forecasted General Fund employer pension costs over the 5-year financial plan is $10.80 million for
FY 2024-25; $10.96 million for FY 2025-26; $11.54 million for FY 2026-27; $11.37 million for FY 2027-28;
and $12.33 million for FY 2028-29. The 5-year forecast of pension costs is provided below.

All Dollar Amounts in Thousands
Fiscal Year
2023-24 2024-25 2025-26 2026-27 2027-28 2028-29

General Fund Contributions $9,431 $10,796 $10,962 $11,537 $11,368 $12,334
General Fund Spending $59,402 $61,771 $62,105 $64,354 $65,487 $67,989

Contribution Cost as % of
General Fund Spending 15.9% 17.5% 17.7% 17.9% 17.4% 18.1%

In November 2018, the City Council formed a Pension Subcommittee to discuss strategies toward the
City’s long-term pension obligations. The City Council authorized a $3.48 additional discretionary
payment (ADP) in June 2019 and another $7.5 million ADP in June 2021.

After considering the multiple variables in developing the City's budget, including those identified above,
the 5-year General Fund financial plan can be summarized in the table below.
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City of Foster City, California
General Fund (Fund 001 to 003)
Five Year Financial Plan FY 2024-25 to FY 2028-29

Projected | Forecast |
2023-24 2024-25 2025-26 2026-27 2027-28 2028-29
Total Revenues $61,468,046 $61,937,388  $61,236,865 $61,577,015 $62,366,864 $63,915,360
Projected Expenditures $59,402,377  $61,771,027 $63,372,199 $65,667,092 $66,823,620 $69,376,144
Less: Projected Annual Expenditure Savings of
2% $0 $0 ($1,267,400) ($1,313,300) ($1,336,500) ($1,387,500)
Net revenues over (under) expenditures before
transfers $2,065,669 $166,361 ($867,934)  ($2,776,777)  ($3,120,256) ($4,073,284)
Net Transfers In (Out) ($6,000,000) ($5,750,000) ($5,750,000) ($5,750,000) ($5,750,000) ($5,750,000)
Net Increase (Decrease) in Fund Balance ($3,934,331) ($5,583,639) ($6,617,934) ($8,526,777) ($8,870,256) ($9,823,284)
Opening Fund Balance $58,199,969 $54,265,638  $48,681,999  $42,064,065 $33,537,288  $24,667,032
Ending Fund Balance (Reserves) $54,265,638  $48,681,999  $42,064,065  $33,537,288  $24,667,032  $14,843,748
Reserve Balance as % of Next Year's Operating
Expenditures 87.8% 78.4% 65.4% 51.2% 36.3% 214 %

Based on the City’'s 15-year Capital Improvement Program analysis that was presented to the City
Council on March 25, 2024, the annual transfer recommended from the General Fund is $5.75 million.

The City’s Internal Service funds are well funded and are providing some one-time relief for the General
Fund's FY 2024-25 deficit in the form of a $511,669 funding "holiday" from the General Fund to the
Compensated Absences Fund and a $376,653 reduction from the General Fund to the Vehicle
Replacement Fund due to its respective surplus Fund Balances. The District will continue work on the
jointly owned Wastewater Treatment Plant (WWTP) with the City of San Mateo. The District and San
Mateo, through its jointly established San Mateo-Foster City Public Financing Authority (SM-FC PFA)
have completed multiple financings including the issuance of 2019 Wastewater Revenue Bonds, 2021
short- term revenue notes to be taken out by a 2025 approved Water Infrastructure Finance and
Innovation Act (WIFIA) loan, and a State Revolving Fund (SRF) Loan. The District share of the total
financing is $137.6 million, with a remaining $26.8 million from the Wastewater Enterprise's working
capital. Debt service payments for the project are supported by a 5-year rolling wastewater rate
adjustment plan. In June, 2017, 14.25% annual rate increases were approved for FY 2017-18 to FY
2021-22. This was followed by an additional 14.25% rate increase for FY 2022-23 approved in June 2018,
a 10% rate increase for FY 2023-24 approved in June 2019 (to be reduced to 3% based on the March
2023 rate analysis performed by our consultant), and a 2% rate increase for FY 2024-25 approved in
June 2020.

The City commenced construction on its Levee Protection Planning and Improvements Project (CIP
301-657) in FY 2020-21. In March 2018, the City Council authorized a June 5, 2018 ballot measure
(Measure P) to issue up to $90 million of General Obligation (GO) Bonds to fund this project. The
measure passed with over 80% support. In August 2020, the City issued $85 million of GO bonds for the
project. Earlier in the calendar year 2023, the City Council gave direction for staff to initiate work to issue
the remaining $5 million of GO Bonds plus to add an additional $5 million from the City CIP Fund to the
project, bringing the revised project appropriation to $95 million. The additional $5 million GO bonds
financing was completed in July 2023. The City celebrated the completion of Levee project by holding a
ribbon cutting ceremony in February 2024. In early 2022, the City Council appropriated $36 million from
the Capital Asset Acquisition and Replacement Fund and $19 million from General Fund Reserves for a
$55 million built-to-budget Recreation Center Replacement Project.
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City of Foster City
Summary of Key Assumptions Used in Preparation of the
Five-Year Financial Plan for the Five Years Ended June 30, 2029

The City of Foster City’s Five-Year Financial Plan covers the five-year period ending June 30, 2029. The
analysis makes key assumptions that, based on historical trends and current information received from
various sources, are considered relevant sources of information. However, there is unpredictability
caused by high inflation, high interest rates due to central bank's money tightening, potential credit
contraction due to the banking turmoil after the failure of Silicon Valley Bank in March 2023, and
continued labor shortage. The sources used in preparing these assumptions are:

+  Consumer price index adjustments from the Bureau of Labor Statistics

* Residential property value trends from the San Mateo County Association of Realtors

+ Consumer spending and interest rate trends as compiled by the Federal Reserve Bank

* Property assessment valuations from the County Assessor's office

* Anticipated commercial and residential developments in the City through the Community
Development Department

* Unemployment rates from the Bureau of Labor Statistics and the California Employment Development
Department

* Projected investment returns from the City's investment portfolio

« Availability of Federal and State Grants

+ Pending and current legislation affecting local government revenues and costs

* Known one-time revenues and expenditures

Overall Economic Forecast

The City is projecting volatility for several revenue streams. Transient occupancy tax revenues in Foster
City has improved since the COVID-19 pandemic. Higher interest rates has had multiple impacts as the
City's investment income has expanded but so has the cost of service and supplies as well as supply
chain disruptions. The challenging labor market marked by the great resignation, hybrid work
expectations, wage inflation continues to impact businesses operations and the cost of doing business.
Strong property tax revenues, better than expected transient occupancy tax, sales tax, and recreation
program recovery are anticipated to generate a better than originally expected ($3.93) million General
Fund (Funds 001 to 003) deficit in FY 2023-24 and reducing reserves to $54.27 million, or 87.8% of FY
2024-25 General Fund expenditures and safely above the City Council's reserve policy level of 50.0%.
However, with the strong improbability of the payment by the State of Property Taxes in-lieu of VLF
shortfall and higher employee services and operating costs, a $5.58 million structural deficit is projected
for FY 2024-25 and drop the reserve level down to $48.68 million or 78.4% of projected FY 2025-26
expenditures. The City Council provided direction for the City Manager to use General Fund reserves to
address the FY 2024-25 General Fund budget shortfall and for him to develop strategies to address
subsequent years’ deficits. The City Manager has indicated such strategies may include additional or
updated revenue opportunities, cost recovery measures, and operational efficiencies.

Revenue Assumptions

Assumptions made in determining significant revenue amounts are listed below:

Development (discussion of each project can be found in the Land Use section earlier in this budget
book)

The following are current projects:

» Family Dental - An expansion of Family Dental is anticipated to be completed in calendar year 2025.
+ Biomed Realty (partial FY24-25)- Phase Il at Lincoln Center Drive

City of Foster City's FY 2024-25 Final Budget Page 34



» 388 Vintage Park Drive - 95,931 gross square feet life science building
* Gilead - 175,000 square feet New Research Center #331
»  Century Plaza - outdoor pavilion and R&D/office use at 1065 East Hillsdale

The following new projects have been included in the forecast:

+ Biomed Realty (partial FY 25-26) - Phase Il at Lincoln Center Drive
+ Lantern Cove apartments - Redevelopment
» Schooner Bay apartments - Redevelopment

The following projects have not been included in the revenue forecast:

* 1601 Beach Park Boulevard - proposed housing project.
* Chess Hatch - redevelopment of the existing single-story commercial properties along Chess Dr. near
Hatch Dr.

Property Taxes

* Over the past fourteen years from FY 2009-10 to FY 2022-23, property tax revenues (excluding
ERAF refunds) grew annually in the range of 2.5% to 22.3%. Under the provisions of Proposition 13,
County Assessors make increases to their assessment rolls based on an inflation factor, the California
Consumer Price Index (CCPI), not to exceed 2 percent. The inflation factor used for FY 2024-25 will
be 2%. Based on preliminary assessed values tracked by the San Mateo County Assessor’s Office,
the City is projecting FY 2024-25 property tax revenues to increase 3.20% to $35.48 million from its
fiscal year 2023-24 estimate of $34.38 million. In the five-year financial plan, the City has forecasted
a 2.5% increase in property tax revenues for FY 2024-25 through FY 2028-29 plus additional property
taxes from the completion of development projects.

«  Staff will continue to estimate Excess ERAF revenues conservatively ($2.80 million for FY 2024-25) in
deference to the availability of Excess ERAF refunds to cities and other taxing entities. This cautious
approach is based on the history of State's propensity to look for local agency takeaways during
challenging financial times.

Property Tax in lieu of Vehicle License Fees (VLF)

* The County has incurred 5 consecutive VLF shortfalls since FY 2019-20. Historically, the State has
made counties and cities whole by reimbursing in-lieu VLF shortfalls through a special appropriation
in the State budget. This appropriation ensures that all counties and cities receive their full in-lieu VLF
payment required by law. An appropriation to cover the County’s shortfall for the fiscal year 2022-23,
was not included in the FY 2024-25 Proposed State Budget, which is the first the first time the state
has failed to include a backfill of these revenues since the passage of Proposition 1A in 2004. The
County, on behalf of itself and its 20 cities has continued to advocate with the State's legislative
leaders to include the backfill in their version of the FY 2024-25 state budget. The budget assumes
that the State will not provide the VLF backfill to the County and the City. If the State’s final FY
2024-25 budget excludes the backfill, the estimated loss to Foster City is approximately $1.04 million.
In addition, as of March 20, 2024, the County's projected VLF shortfall for fiscal year 2023-24 is
approximately $2.27 million for the City.

Sales & Use Tax

« The City suffered a $1 million annual loss in its sales tax revenues in FY 2012-13 when the largest
sales tax producer shifted its sales operations to its other corporate facilities. Since then, sales tax
revenue growth has been marginal, but is expected to exceed pre-pandemic level of $3.67 million.
Staff is projecting a 4.3% increase to $4.10 million in FY 2024-25 compared to a projected $3.93
million in FY 2023-24. It should be noted that inflation is one of the key factors resulting in higher
sales tax revenues
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Transient Occupancy Tax (TOT)

» The City has a transient occupancy tax of 12% and there are three hotels -- Crowne Plaza, Marriott
Courtyard, and TownePlace Suites in the City. As one of the City's most elastic revenue sources,
recovery was initially slow but has since accelerated as revenues for FY 2020-21 plummeted to
$992,616 from $4.39 million in FY 2018-19 before rebounding to $3.44 million in FY 2022-23 and
climbing to an estimated $4.15 million for the FY 2023-24. Based on current economic trends, Staff
has projected $4.70 million in FY 2024-25.

Business License Tax

* The Business License Tax Ordinance was updated in November 2013 based on voter approval. The
increased minimum tax and maximum revenue caps upon which the tax is calculated was phased in
over a 3-year period from calendar year 2014 to 2016. The current tax rate is 0.075% with a gross
receipts cap of $39,196,000 for a maximum tax of $29,397 for calendar year 2024. The gross
receipts cap is adjusted annually based on inflation. FY 2023-24 revenues are estimated at $1.74
million and climbing to $1.89 million in FY 2024-25, slightly ahead of the FY 2018-19 level of $1.76
million. The City had previously considered an increase in the gross receipts cap for a potential
November 2022 ballot measure, but decided to revisit it for the November 2024 election cycle.

Investment Earnings

+  With the multitude of Federal Reserve rate hikes since March 2022, staff has retained its investment
returns assumption to 3.5% for FY 2024-25 while continuing to prioritize its investment objectives
based on safety, liquidity, and then yield.

Water and Wastewater Revenues

+  Water Rates -- The City currently serves over 8,200 utility accounts. Using the analysis performed by
its consultants, Bartle Wells Associates, EMID Board approved an increase of 3.8% for variable water
charges and 4.5% for fixed water charges in FY 2024-25.

+ Wastewater Rates - Wastewater rates are scheduled to increase by 2% for FY 2024-25. The
increase allows the wastewater enterprise to generate the necessary revenues to meet the District's
operating costs as well as the construction costs, debt service payments, and coverage obligations
associated with the District's estimated $164.4 million wastewater treatment plant upgrade with the
City of San Mateo.

Expenditure Assumptions

Assumptions made in determining significant expenditures are listed below:

Service Levels, Staffing, and Capital Improvement Projects

« The City’s FY 2023-24 budget includes an addition of 2 full-time FTEs to address various service
needs with details provided in the "Employee Services" section below.

* In FY 2010-11, the City implemented long-term funding of Capital Improvement Projects. Capital
Improvement Projects in the five-year forecast are shown and incorporated in the five-year forecast
for the City’s General Fund and the Water and Wastewater Enterprise Funds. As discussed in the
Budget Study Session held on March 25, 2024, based on the annual forecasted CIP costs in the 15-
year CIP, annual General Fund transfers of $5.75 million over the course of the 5-year financial plan
will be needed to support the City CIP projects. This annual funding amount takes into consideration
the availability of current reserves above the $2 million emergency reserve level.
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Employee Services
* Anetincrease of 2.0 full-time FTEs for a citywide total of 179 FTEs is recommended for FY 2024-25.
The personnel changes include the following:

Department Prior Years Budget

2022-23 2023-24 2024-25
City / District Manager 10.00 4.00 5.00
Communications/City Clerk 4.00 5.00 5.00
Administrative Services 4.00 9.00 9.00
Financial Services/City Treasurer 9.00 9.00 9.00
Parks and Recreation 28.00 30.00 30.00
Police 55.00 55.00 55.00
Community Development 16.00 18.00 17.00
Public Works 46.00 47.00 49.00
Totals 172.00 177.00 179.00

* City/District Manager:
o Transfer Economic Development Manager from Community Development to City/District Manager as
Deputy City Manager.
o Downgrade One (1) Principal Management Analyst to Management Assistant.
+  Communications/City Clerk :
° None.
¢ Community Development :
o Transfer Economic Development Manager to City/District Manager.
o Downgrade One (1) Management Assistant to Administrative Assistant.
*  Financial Services/City Treasurer:
o None
* Administrative Services:
o Upgrade Human Resource Analyst to Sr. Human Resource Analyst.
o Upgrade Human Resource Technician to Human Resource Analyst.
* Parks and Recreation:
°  None
+ Police:
o Convert One (1) Sr. Community Services Officer to Administrative Assistant.
*  Public Works:
o Add One (1) Fleet Supervisor.
o Add One (1) Maintenance Worker.

* In December 2016, CalPERS announced a reduction in its Discount Rate (rate of return on its
investment portfolio) from 7.5% to 7.0%. In February 2018, CalPERS modified its amortization policy
for prospective investment gains and losses from 30 years to 20 years effective FY 2021-22. Each of
these changes added significant costs to many government agencies, including Foster City. Based
on CalPERS' 21.3% investment return in FY 2020-21, the discount rate was further lowered to 6.8%
effective FY 2023-24. The forecasted employer pension costs in the General Fund’s 5-year financial
plan is $10.80 million for FY 2024-25. Due largely to CalPERS' 6.1% investment loss in FY 2021-22,
employer pension costs will increase significantly thereafter. Projections are $10.96 million for FY
2025-26; $11.54 million for FY 2026-27; $11.37 million for FY 2027-28; and $12.33 million for FY
2028-29.

* As discussed previously, the City Council ratified 3 year agreements with the POA and the
unrepresented management employees in June, 2023. Wage adjustments were made for these two
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groups to catch up to the compensation study comparators effective June 1, 2023 with an additional
4.2% increase (based on the April 2023 CPI-U) effective July 1, 2023. For FY 2024-25 and FY
2025-26, annual wage increases will also be calculated using each subsequent annual April CPI-U
with a floor of 3% and a ceiling of 5%. In January 2024, an agreement was signed with the AFSCME
unit for the July 1, 2023 through September 8, 2024 term, approving a cost of living adjustment
(COLA) of 5% retroactive to July 1, 2023. For cost of living adjustment, a 3% placeholder has been
used for this 5-year financial plan. Lastly, Labor negotiations have commenced with the AFSCME
unit, but no agreement have been reached yet.

Supplies and Services, Capital Outlay, Internal Service Charges, and Reallocations

* General Fund supplies and services costs for FY 2024-25 are in-line with FY 2023-24. Details of
these items can be found in the individual department summary sections of this budget book. This is
followed by the assumption of a return to a moderate 2% annual increase for the subsequent 4 years
of the 5 Year financial plan.

Realistic Expenditure Savings Forecast

* Each year, the City typically realizes General Fund budgetary expenditure savings. There are several
factors that contribute to these savings, the most significant being salary savings generated from
employee retirements and/or separations and corresponding difficulty in filling vacant positions. In
addition, the City has had a culture of budgeting its expenditures conservatively to ensure that
budgetary resources are available to achieve the City’s objective of delivering a high level of services
on a timely basis. This includes conservative assumptions on employee benefits options and costs.
Notwithstanding, departments generally realize expenditure savings each fiscal year. The annual
expenditure savings assumption for the 5-year financial forecast is two percent (2%) each year,
commencing FY 2025-26.

General Fund (Funds 001 to 003) Reserves

+ The General Fund is projected to incur a $5.58 million deficit in FY 2024-25, excluding the outcome of
labor negotiations with the AFSCME unit. Based on an anticipated ($3.93) million deficit in the current
fiscal year, General Fund reserves will reach $54.27 million before declining to a projected $48.68
million at the end of FY 2024-25. This represents a 78.4% level of reserves which exceeds the City
Council Reserve Policy of 50% of operating expenditures. Notwithstanding, the projected annual
structural deficits are a major concern. The City Manager has committed to developing strategies
including, but not limited to, additional or updated revenue opportunities, cost recovery measures, and
operational efficiencies to address the multi-year deficits.
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City of Foster City, California

Summary -- All Funds
Five Year Financial Plan for the Years Ended June 30, 2029

Projected Five Year Financial Plan
Revenues by Source: 2023-24 2024-25 2025-26 2026-27 2027-28 2028-29
Governmental Fund Type
Revenues
Property taxes $38,619,650 $39,801,754 $40,929,300 $42,089,300 $43,282,800 $44,510,700
Excess ERAF $3,541,000 $2,800,000 $2,856,000 $2,913,100 $2,971,400 $3,030,800
Property tax in-lieu of Vehicle
License Fee $3,775,648 $4,288,848 $2,680,715 $1,829,065 $921,164 $942,803
Sales taxes $4,360,200 $4,553,700 $4,766,700 $4,930,100 $5,084,800 $5,231,000
Transient occupancy taxes $4,150,000 $4,698,500 $4,839,500 $4,984,700 $5,134,200 $5,288,100
Business Licenses Tax $1,735,500 $1,890,000 $1,984,000 $2,083,000 $2,187,000 $2,296,000
Franchise taxes $1,377,000 $1,377,700 $1,414,700 $1,455,300 $1,499,400 $1,547,200
Other taxes $2,864,651 $2,987,829 $3,126,700 $3,273,200 $3,405,000 $3,542,400
Permits $1,441,000 $1,081,140 $1,113,180 $1,145,020 $1,179,260 $1,214,300
Intergovernmental $538,750 $970,100 $473,400 $476,700 $480,100 $483,600
Charges for current services $7,806,312 $2,938,915 $2,995,442 $2,901,480 $3,114,581 $3,158,659
Interest and rentals $10,478,810 $7,650,601 $5,527,968 $5,070,474 $4,999,028 $5,169,870
Bond and Other Financing
Proceeds $5,125,108 $0 $0 $0 $0 $0
Vehicle, equipment rental and
other user charges $27,660 $28,340 $29,040 $47,318 $28,004 $28,000
Other $1,890,861 $1,327,501 $1,345,199 $1,373,835 $1,404,256 $1,349,464
Proprietary Fund Type
Revenues

Sales & service charges $38,522,000 $39,393,000 $40,702,000 $42,043,000 $43,441,000 $44,891,000
Connection fees $969,471 $8,928,037 $0 $0 $0 $0
Vehicle, equipment rental and
other user charges $11,347,418 $12,357,155 $13,006,257 $13,261,735 $13,522,778 $13,788,782
Interest and rentals $6,604,357 $4,918,900 $1,718,400 $1,618,400 $1,618,300 $1,618,400
Bond and Other Financing
Proceeds $0 $0 $0 $66,860,640 $0 $0
Other $242,948 $240,662 $241,474 $242,301 $243,145 $244,006
Fiduciary Fund Type
Revenues
Sales & service charges $288,000 $296,500 $302,400 $308,400 $314,600 $320,900
Other $320,000 $149,000 $152,000 $156,000 $160,000 $164,000
Interest and rentals $9,794 $3,800 $2,500 $2,500 $2,500 $2,500

Total Revenues $146,036,138 $142,681,982 $130,206,875 $199,065,568 $134,993,316 $138,822,484
Expenditures (see attached) $142,220,831 $142,860,115 147,191,681 $142,917,178 $136,931,482 $141,898,496
Net revenues over (under)
expenditures before transfers $3,815,307 ($178,133) ($16,984,806) $56,148,390 ($1,938,166) ($3,076,012)
Net Transfers In (Out) $0 $0 $0 $0 $0 $0
Net Increas