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INTRODUCTION
The City Council adopted 2017-2020 Strategic Plan,
provides a dynamic roadmap to realize the
community’s future and creates a framework to
identify, evaluate, and align City goals and priorities
into one vision – “Celebrating Our Roots, Building a
Thriving Future”. This vision is supported by three
overarching goals, one of which is Responsible
Stewardship of Public Resources. An Action Item has
been established under this goal to prepare a LongTerm Fiscal Sustainability Report, which this document
is intended to satisfy.
This forecast provides a ten-year view from Fiscal Year
(FY) 2019-20 to FY 2029-30 of the City’s General Fund,
using historical performance and economic
indicators to establish annual revenue and
expenditure estimates. With a forecast, the City
Council is better equipped to make strategic
decisions necessary to adopt a balanced budget,
achieve annual goals, and meet service
expectations.
The forecast is not a line-by-line projection of the
annual municipal budget; instead, it is an analysis of
the primary General Fund operating revenues and
expenditures used to provide core services and
programs. The forecast is an estimate based on
current and known conditions and is subject to
change based on any number of variables, many of
which are state, federal, and even international in
nature and generally outside the control of the City.
The forecast assumes current service and personnel
levels and makes no assumptions on the commitment
of future resources outside expected or known
conditions. Updates and adjustments to forecast
inputs will be made each year as a component of the
annual budget development process. It is important
to emphasize that the long-term outlook is presented
as an illustrative projection only.
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FORECAST METHODOLOGY
Using fiscal year 2018-19 (mid-year adjusted budget) as a baseline, future year forecasts
are established using historical analysis of actual annual revenues and expenditures,
adjusted to remove one-time factors such as developer fees and property acquisitions.
Growth rates are initially based on the Compounded Annual Growth Rate (CAGR), a
linear growth metric used in this exercise to smooth the cyclical nature of the economy.
The historical CAGR is then adjusted based on trends or conditions known or expected
to occur during the forecast period to establish final forecast assumptions. Adjustments
may be due to changing economic conditions, local development or economic activity,
changes in service levels, and/or one-time revenues or expenditures. In the event that
there is a negative end-of-year balance, or budget deficit, the forecast assumes that
deficit is balanced during the same fiscal year using General Fund reserves.
Because the historical growth rates used in the analysis incorporate periods of economic
recession and growth, the forecast does not predict or include a defined period of
recession.

EXECUTIVE SUMMARY
Diamond Bar was developed as one of the
first residential planned communities in Los
Angeles County and will celebrate 30
years of cityhood in 2019.
City services, programming, and facilities
have grown with the community, and the
proactive decision to operate under the
contract city model has limited pension
liability
and payroll
growth
since
incorporation, providing a stronger
foundation
to
weather
economic
downturns than in many other agencies.
Prudent fiscal decisions over the years built
a reserve fund that at one time reached
$32 million, providing the ability to
construct and operate new public facilities
and offer new and/or expanded services.
Now a mature and mostly built-out city,
Diamond Bar is facing new challenges to
maintain current service levels.
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As currently forecasted, General Fund expenditures are expected to outpace revenues
through FY 2028-29, with operating expenditures and transfers out growing at an average
of 2.86% annually and operating revenues and transfers in growing at an average of
2.02% annually. Expected operating deficits (including operating transfers out) range
from $1.3 million to $4.1 million annually over the 10-year forecast period.
Expected expenditure growth increases further when factoring in currently unfunded
capital improvement projects (CIP), resulting in forecasted deficits ranging from $2.5
million to $9.6 million. If all unfunded CIP projects proceed, deficits are expected to
reduce the General Fund reserve below the mandatory minimum contingency level of
$4.5 million by FY 2020-21.
The bottom line is that expenditures are projected to outpace revenue in coming years.
Based on this information, it will be important for the City Council to strategically prioritize
expenditures, particularly Capital Improvements and new facilities, and actively seek to
create new and enhance existing revenue resources.

Contributing Factors
Slow Revenue Growth

Diamond Bar was incorporated with the lowest property tax share of
the 88 cities in Los Angeles County. This fundamentally restricts
revenue growth, even in a hot housing market. Limited sales tax
revenue growth potential is compounded by the paradigm shift that
is the online retail marketplace. This, combined with a national
economy that is expected to slow after ten years of sustained
growth, results in slower revenue growth moving forward and limits
the City’s ability to add to the General Fund reserve.

Capital Improvement Program (CIP) Funding Gap

There are currently millions of dollars in unfunded CIP projects
(primarily park development and improvement projects). These
projects currently have no funding source but for General Fund
reserves.

Declining Reserve Levels

The expected value of unfunded CIP projects and rising operational
expenditures results in the rapid depletion of General Fund reserves.
Assuming current CIP projects proceed as scheduled, the General
Fund reserve will reach mandatory minimum levels by the end of FY
2020-21 and be fully exhausted by the end of FY 2021-22.
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Increasing Operational and Maintenance Costs Associated
With Facilities and Infrastructure

Expanded services and facilities have resulted in increased
operational and maintenance costs. As facilities like the Diamond Bar
Center (15 years old in 2019), City Hall/Library (most attended public
library in the County in 2018), expanding park inventory age, and
core infrastructure age, additional investment is required to maintain
expected service levels and program functionality. Moving forward, it
is likely that the City will be forced to prioritize maintenance funding
over new construction, renovation, and/or expansion of existing
facilities.

Subsidized Lighting and Landscape Assessment Districts (LLADs)
At current service levels, LLADs 38, 39, and 41 are expected to
continue to be heavily subsidized by the General Fund throughout
the forecast period, reaching nearly $5 million in the ten-year
forecast period.

Public Safety

The City contracts with the Los Angeles County Sheriff’s Department
to provide law enforcement services. This contract is the single
largest line item in the budget and represents approximately 22.3% of
the operating budget in FY 2018/19. In addition to expected growth
in annual personnel costs, the Liability Trust Fund surcharge is
expected to reach 12% during the forecast period.

Pension Costs

California Public Employees Retirement System (CalPERS) has
lowered the discount rate (assumed rate of return on assets) and
adjusted actuarial assumptions, resulting in increases to annual
retirement benefit costs and the unfunded accrued liability (UAL)
annual payment.

Looking Ahead

By carefully analyzing this financial forecast, the City Council is able to identify future
financial challenges and make strategic decisions that will positively impact the City’s
future financial position. To achieve long-term fiscal sustainability, the City must continue
to take strategic and proactive action based on thorough due diligence.
To that end, a series of policy recommendations will be brought forward for City Council
consideration and action following the introduction of the forecast.
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These recommendations are described in greater detail in the Next Steps section of this
report, and include, but are not limited to:
•
•
•
•
•
•
•
•
•

Set Defined Priorities and Budget for Results
Create and Adopt a Long-Term Infrastructure/Capital Improvement Plan
Update and Expand the Fund Balance and Reserve Policy
Pursue New Local Revenue Sources
Reduce or Eliminate General Fund Subsidies
Adjust Service Levels and/or Implement New and More Efficient Ways of Doing
Business
Consider Options to Address Increasing Pension Costs
Transition to a 15-Year Amortization Plan to Reduce CalPERS Unfunded Liability
Establish an IRS Section 115 Trust for UAL Payments

These recommendations are not intended to be all inclusive. Each of these
recommendations, and others that may be developed over time, will require separate
analysis, review and consideration by the city council through adoption of policies, the
annual budget process, or stand-alone actions.

ECONOMIC OUTLOOK
Diamond Bar’s finances are closely linked to local, state, national, and international
economic conditions. To account for these impacts, key economic indicators for the
state and nation have been reviewed and incorporated into the assumptions of the
forecast, using the latest information published by economists at the UCLA Anderson
School of Management in the December 2018 Economic Forecast.
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U.S. and California Economy

After ten consecutive years of national economic expansion, economists are beginning
to question the sustainability of continued growth. According to the UCLA Anderson
Forecast, United States Real Gross Domestic Product (GDP) is expected to fall from 3.1%
in 2018 to 2.1% in 2019 and 1% in 2020, with growth tapering off in most major sectors of
the economy. California economic growth is expected to slow in the next two years but
outperform the rest of the nation.

Labor

The U.S. and California economies are operating at full employment levels
(unemployment at or below 5%), with overall rates the lowest since 2000. While a fully
employed economy generally leads to increased consumer spending, economists see
natural constraints on growth in a fully employed economy because new productivity is
difficult to achieve without increased growth in the labor force.

Federal Reserve Policy
Rising Interest Rates
Following the 2008 financial crisis, the Federal Reserve (Fed) lowered the Federal Funds
Rate to 0-0.25% in an effort to stimulate the economy with new investment. With the
economic recovery complete, the Fed has gradually increased the rates from zero to
2.5%, with the most recent increase in December 2018. It is widely believed that
additional hikes will follow in 2019 in an effort to offset inflation. As borrowing becomes
more expensive, a slowdown in growth is expected.
End of Quantitative Easing
In the aftermath of the Great Recession, the Federal Reserve pursued expansionary
monetary policy known as quantitative easing (QE), pumping trillions of dollars into the
economy via the large-scale purchase of government securities. Today, that policy has
been reversed, and the Fed is now selling tens of billions in securities per month in an
attempt to normalize monetary policy. This has reduced liquidity and will likely impact
business investment in the coming years.
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Inflation

Wage rates and consumer prices are trending upward. As inflation rises, purchasing
power is decreased. Accordingly, the Anderson Forecast sees a downward trend in
consumer spending growth, tapering off from a peak of 4% in the second quarter of 2018
to an expected 2% in 2020.
The City has historically used the Consumer Price Index (CPI)-Urban Wage Earners and
Clerical Workers for the Los Angeles-Long Beach-Anaheim region during the annual
March to March period as a key metric to track inflation. CPI has spiked since 2015, with
rates expected in the 3% range in 2019 and 2020.

Financial Markets

The Anderson Forecast notes that increasing stock market volatility associated with
overleveraged corporations and trade worries has the potential to trigger then next
recession. A trade standoff with China may have particularly significant impacts on
California, where the logistics industry is one of the fastest growing economic sectors.

Housing

According to HdL, Coren, & Cone, an industry leader in property tax analysis, December
2018 home sales in Southern California were the lowest in 11 years. Slowing sales are a
product of a number of factors, including rising interest rates, stock-market instability, and
priced out potential buyers. The median price paid for all Southern California homes sold
in December was $515,000, down 1.5% from $523,000 in the prior month, and up 1.1%
from $509,500 in December 2017.
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REVENUE ASSUMPTIONS
Total General Fund operating revenues (before transfers) are expected to grow by an
average of 2.02% annually during the forecast period.
It is expected that the City’s top five revenue sources will be:
•
•
•
•
•

State Subventions (Property Tax in Lieu of Vehicle License Fees/VLF)
Property Taxes
Sales Taxes
Service Charges
Transient Occupancy Taxes (TOT)

Property Taxes

The Los Angeles County Assessor’s Office is
responsible for determining the valuation of
property with a base tax of one percent of
assessed valuation levied annually. The City’s
1989 incorporation documents stipulate that it
will receive 5.19% of total property tax levies
collected, which happens to be the lowest
rate in the county. The majority of payments
are disbursed by the County to the City in
December and April of each year.
Proposition 13, passed by California voters in
1978, limits annual property tax assessment
growth to two percent, no matter the increase
in assessed valuation. Sales of homes to a new
owner lose Proposition 13 protections and are
reassessed at current values, producing new
revenues.
Diamond Bar housing remains desirable, with a
median home value of $725,000 according to
HdL, Coren, & Cone in November 2018. Since
2009, values have grown more than 40%,
surpassing pre-recession highs, but Zillow
expects more modest growth in 2019. An
extended economic slowdown would likely
reduce this estimate in 2020 and beyond.

For purposes of this forecast, property taxes are expected to grow at historical
averages of 3.04%.
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Other Taxes

Other tax revenues are expected to grow by an average 2.22% annually during the
forecast period. These include:

Sales Taxes

The Bradley-Burns Uniform Local Sales and Use Tax law was enacted in 1956, imposing an
additional 1.25% tax on the standing 6% state sales tax. The state allocates the BradleyBurns tax revenues to local general funds and countywide transportation programs. The
City receives 1% of the 9.5% sales tax levied on retail sales in Los Angeles County in the
form of sales tax revenues. The City receives additional county-collected sales tax
revenues in the form of local return on voter-approved measures such as Measure M
(transportation) and Measure W (stormwater). Local return funds are booked as special
funds, with any transfers to the General Fund noted in the forecast.
Local sales tax revenue growth has plateaued since FY 2015-16 and is expected to
underperform historical averages due to the following factors.

Local Sales and Use Tax

Sales Tax
Collected in
LA County - 9.5%

State

County

City

6%

2.25%

1%

In addition to the 1% of sales tax, the City also receives a portion of other county-collected funds such as
Measure M (half-cent sales tax for transportation) and Measure W (parcel tax for stormwater)
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Diamond Bar Major Business Sectors
Diamond Bar’s current retail infrastructure is
mainly of 1960s-80s vintage and is set up in an
in-line style to accommodate an anchor
business (usually a grocery store) with
supporting small businesses. Big box stores
are limited, and there are currently no
automobile dealerships or warehouse stores
that produce a high volume of taxable sales.
According to HdL Companies, Diamond Bar
major business sectors are primarily driven by
Business/Industry, Fuel & Service Stations, and
Restaurants/Hotels. Service stations, which
make up 22.3% of major business groups (a
figure approximately three times that of the
county and state), make Diamond Bar
heavily dependent on the sale of fuel. It is
likely that gasoline sales tax revenues will
decline as a growing number of fuel efficient
and electric vehicles hit the road.
The Gateway Corporate Center provides
professional office space and is home to
several corporate headquarters or large
regional offices, including Kaiser, SEMA, and
coming soon, Niagara Water. The Gateway
Corporate Center also presents an
opportunity
to
attract
point-of-sale
businesses that generate sales tax revenues.
Unlike surrounding cities, Diamond Bar did not have an eligible project area during the
redevelopment era, preventing the use of tax increment financing to renovate, improve,
and modernize existing retail infrastructure and underutilized commercial areas. Thus,
new economic development opportunities are mostly limited to redevelopment of
existing commercial centers. Infill development of these centers should result in modest
revenue growth over time, but will be unlikely to result in revenue growth that outpaces
expenditures.
Changing Retail Market/Impact of Online Sales
The City’s sales tax revenues are driven by the retail sector, which is in the midst of a major
shift toward online retailers. Market trends indicate a decline in the number of new “big
box” stores (once a lynchpin of local government economic development efforts) and
a general shrinking of retail square footage footprints as internet-based retail sales take
a larger share of the market. The fundamental shift in consumer spending preferences
will likely reduce local sales tax revenues from brick-and-mortar stores moving forward.
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Tax revenues generated by online sales are processed differently than those from local
retail stores. In general, tax revenues generated by online sales of goods shipped from
an out-of-state location are collected in a county-wide pool and distributed based on
the total share of all sales taxes generated by the agency, no matter the point of
purchase. This means that agencies with large sales tax bases receive a greater share of
the pool, no matter the point of purchase. In the second quarter of 2018, Diamond Bar’s
share of the county-wide pool was 0.3%, making up approximately 14% of total City sales
tax revenues for that period.
Consumer Spending
According to the United States Department of Commerce, December 2018 retail sales
declined at the fastest pace since 2009, a concerning trend for future economic growth.

Franchise Taxes

The City imposes fees on utility and service providers, including electric, gas, solid waste,
and video service companies, for the use of the public right-of-way (note: these are not
utility user taxes). Franchise taxes have been a generally stable source of revenue.
However, recent trends have turned negative, primarily due to declining video service
franchise revenues which account for approximately 35% of total franchise taxes. Video
service providers across the industry are facing a declining subscriber base associated
with the plateau of local development and existing customers choosing internet-based
streaming platforms over cable/fiber services (“cord-cutting”), reducing gross revenues
and quarterly franchise payments to cities for the foreseeable future. Therefore, it is
expected that franchise tax receipts will grow at a rate underperforming historical
averages.
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Transient Occupancy Taxes (TOT)

TOT is the local tax levied on hotel room rentals. In November 2018, the voters passed
Measure Q, which raised the rate from 10% to 14% and increased annual TOT revenue
estimates from $1.05 million to $1.5 million. The forecast assumes $400,000 in new annual
TOT revenue beginning in FY 2021-22 with the proposed opening of the City’s fourth hotel
at the former trailer storage lot on Brea Canyon Road.
Historical analysis shows annual TOT revenue growth of 5% with high variability. With the
increase in available hotel rooms and expected slowdown in consumer spending
associated with a national economic slowdown, TOT is forecasted to grow at a more
modest rate of 2.5%.

State Subventions

This very stable revenue category is mainly comprised of Property Tax in Lieu of Vehicle
License Fees. Given its long-standing reliability and low variance, the forecast assumes
continued annual growth of 3.04%.

Fines and Forfeitures

Revenues in this category are generated primarily by vehicle code and parking fines,
supplemented by municipal code, false alarm, and other fines. Vehicle Code and
parking fines have trended downward the past five years, signaling greater compliance
with regulations. The forecast reflects this revenue trend, with total revenues expected to
fall by 2% annually.

Service Charges

Service charges are imposed on services
benefitting a particular individual or group,
such as recreation programs, facility rentals for
private events, and various development
permits and services provided by the Building
and Safety, Engineering, and Planning
Divisions.
In 2017, the City Council approved a
comprehensive fee study, determining that
such personal choice services should not be
subsidized by the general public.
With service charges and fees set at full cost
recovery levels with an annual inflationary
escalator applied, the forecast assumes a
general annual growth rate matching the
historical average Consumer Price Index (CPI)
of 1.54%.
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In FY 2019-20, a one-time increase of approximately $530,000 is expected to be
generated by Building Fees associated with the Brea Canyon Road Hotel Development.
In the event new development is expected, revenues will be adjusted accordingly.
One-time developer fees that may arise from any future development agreements are
not assumed in the forecast.

Use of Money and Property

This category includes proceeds from
investments and rental revenues for facilities
and property, including the Diamond Bar
Center and wireless sites. Total revenues in this
category are expected to decrease by an
average 0.81% annually, primarily due to a
lack of available investment capital in the last
half of the forecast period.
The historical analysis shows a negative trend
with respect to investment income, primarily
due to a substantial drop in investment
income during the Great Recession.
Investment return rates have recovered in
recent years and expected hikes in the
Federal Reserve Rate should theoretically
continue the growth in the City’s rate of
return. However, the ambitious Capital
Improvement program expected during the
forecast period will significantly reduce
General Fund reserves, limiting cash available
for investment and tempering total return
revenue. As investment capital shrinks, so
does expected investment income.

Cost Reimbursements

Future cost reimbursements are mostly associated with invoiced public safety services
(Calvary Chapel traffic control) and public property damage payments. An annual
escalator of 2.2% is applied to capture expected annual increases to the public safety
contract that will be recovered.

From Other Agencies

In the past, the City has occasionally sold surplus Proposition A funds to other agencies
to acquire unrestricted General Fund dollars at a rate usually between 70 and 75 cents
on the dollar. Because these discretionary sales are not ongoing operational revenues,
they are not included in the forecast.
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Transfers In From Other Funds

For purposes of this forecast, transfers in are limited to consistent funding sources with a
defined, specific use in funding General Fund operations. The City expects to receive
additional funding sources in FY 2019-20 due to new Measure W (stormwater
management) and Measure A (parks capital project and maintenance) funds, with
annual average growth plateauing at 0.30% thereafter.

Gas Tax

After being programmed for eligible CIP projects, a portion of annual state Gas Tax
revenues are transferred in to the General Fund to offset costs associated with Public
Works administration/street maintenance.

Measure W (Stormwater Management)

In 2018, voters passed Measure W, a parcel tax with proceeds used to comply with
Federal Water Quality Act mandates. Local return is expected to be approximately
$900,000 annually, which upon release of program guidelines, is expected to offset
approximately $221,000 in Public Works-Engineering operational costs beginning in FY
2019-20. Funds may also be used to fund future stormwater-related CIP projects.

Measure A (Parks Capital Projects and Maintenance)

In 2016, voters passed Measure A, a parcel tax with proceeds used to fund park
improvements and maintenance in Los Angeles County. Diamond Bar’s total local return
is expected to begin at approximately $229,011 in FY 2019-20.

Citizens Option for Public Safety (COPS) Fund

The City receives approximately $100,000 in federal grant funding under the COPS
program. Historically, this funding has been appropriated to cover law enforcement
contract costs for the Law Enforcement Technician (LET) position. The current cost of the
LET position exceeds the annual grant amount and is offset by COPS fund reserves. The
forecast assumes no growth in grant revenue beyond the $100,000 annual payments. The
fund currently has sufficient reserves to fully absorb annual LASD personnel cost increases
through FY 2022-23.
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Law Enforcement Reserve Fund

The Law Enforcement Reserve Fund was established in FY 2012-13 to bank annual savings
for future law enforcement-related expenditures. The forecast assumes an annual
transfer of $100,000 to fund special operations and suppression patrols until the current
fund balance is fully exhausted.

EXPENDITURE ASSUMPTIONS
Total operating expenditures and transfers out are expected to grow by an average of
2.86% annually during the forecast period. Growth rates increase on an annual basis
when including CIP expenditures.

It is expected that the City’s top five expenditures will be:

Contract
Services

45.8%

Personnel
Services
33.3%

Operating
Expenditures
8.3%

General
Fund
Transfers Out
8.3%

Professional
Services
4.2%

Percentage calculations based on anticipated Fiscal Year 2019-20 expenditures.
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Contract Services

Total contract services costs are expected to
grow by an average of 3.27% annually during
the forecast period, driven primarily by
increasing law enforcement services costs.
As a contract city, Diamond Bar retains
outside contractors to perform many essential
city functions, including, but not limited to
public safety services (law enforcement, fire
and animal control), legal services, building
and safety services, specialized engineering
services, library services and components of
park, facility, street and tree maintenance,
among others. As such, contract services
represent the City’s largest ongoing
operational expenditure, making up 45.5% of
the baseline FY 2018-19 General Fund
operating budget. The City does not incur
ongoing payroll costs and retirement liability
for services provided under contract.
The law enforcement contract with the Los
Angeles County Sheriff’s Department (LASD) is
the City’s single-largest contract service,
accounting for 61.2% of total contract services
costs and 22.3% of the General Fund
operating budget in FY 2018-19. The LASD
contract is made up of two annual
adjustment factors; a base personnel cost
adjustment and the Liability Trust Fund (LTF)
amount, which is a variable rate assessed on
the base personnel cost. The LTF is expected
to remain at or above the current 10.5% rate,
adding a premium to annual law
enforcement costs.
Fire services are provided by the Los Angeles County Fire Department, which is funded
via a Fire District parcel tax imposed by the County.
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Personnel Services

Diamond Bar’s contract services model has limited growth in payroll and retirement costs
over the years. According to the State Controller’s Office, Diamond Bar’s 2017 average
annual employee compensation and retirement benefits were significantly less than the
average of California’s 480 cities.

City Employee Compensation

Diamond Bar
CA Cities
Difference

Avg. Annual
Employee
Compensation
$42,800
$67,319
-$24,519 (-36.4%)

Avg. Annual
Employee Retirement
Contribution
$10,613
$18,298
-$7,685 (-42%)

Avg. Total Employee
Compensation & Benefits
$53,413
$85,617
-$32,204 (-37.6%)

Source: California State Controller (publicpay.ca.gov) report for 2017, accessed January 2019

During the forecast period, total personnel costs are expected to grow by an average of
3.06% annually during the forecast period, a figure that is less than that of contract
services. The expected growth is driven mostly by growing retirement benefit costs.

Salaries & Benefit Allotment

Diamond Bar employees are currently unrepresented, so future salary and benefit
allotment adjustments are at the sole discretion of the City Council and not subject to
existing or future collective bargaining agreements as in most cities. Historically, it has
been the practice of the City Council to provide employees a CPI-based cost-of-living
adjustment and a $50 increase to the monthly benefit allotment with the adoption of the
annual budget. The forecast accounts for these assumptions, plus the cost of eligible
merit increases and the ramp-up of part-time wage costs to meet new state minimum
wage mandates.

Retirement Benefits

Diamond Bar employees are members of the California Public Employees Retirement
System (CalPERS). Classic members participate in the 2% at 55 formula, while new
members hired after January 1, 2013 participate in the 2% at 62 formula under the Public
Employee Pension Reform Act (PEPRA). While not expected to have a significant impact
on the City’s retirement benefit costs in the forecast period, costs should decrease over
time as PEPRA members with lower benefits are added to the City’s retirement plan. As
a contract city, Diamond Bar does not incur any liability for law enforcement or fire
personnel retirement costs.
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CalPERS Classic and PEPRA Annual Expense & Unfunded Accrued Liability (UAL) Payment
In December 2016, CalPERS released updated actuarial assumptions for retiree life
expectancy and announced it was lowering its discount rate from 7.5% to 7.0% over a
three-year period, resulting in increases to annual pension contributions and payments
to pay down unfunded accrued liability (UAL) balances. The UAL is the amortized dollar
amount needed to fund past service credit earned for members who are active
members, currently receiving benefits, or other members entitled to deferred benefits as
of the valuation date. As of the most recent CalPERS Actuarial Valuation, the Diamond
Bar UAL is estimated to be $5,688,786 on June 30, 2019.
As a CalPERS member agency, the City pays an annual amount based on payroll. The
annual rate is expected to grow from 16.586% of payroll in FY 2019-20 to 17.206% of payroll
for the remainder of the forecast period. This rate increase results in average growth of
3.47% annually during the forecast period.
CalPERS has established a default 30-year UAL payment schedule for all member
agencies. The City currently takes advantage of an annual early payment program,
which reduces payments by 3.5%. UAL costs are expected to grow by an average of
4.69% annually during the forecast period. Under the current payment schedule, the
City’s UAL balance would be paid off in 2046.
CalPERS Comparison
A recent staff survey finds Diamond Bar’s annual expense rate (the percentage of
payroll) and UAL are lower than that of comparative local agencies in the immediate
area. This is due to a number of factors, including Diamond Bar’s status as a recently
incorporated community with a contract city model, small workforce, and contract law
enforcement and fire services. According to CalPERS, Diamond Bar has the highest
funded ratio and lowest UAL payment of the agencies included in the sample below:

CalPERS Comparison
Rate

UAL

Diamond Bar
San Dimas
Walnut

Payroll
19/20
$4,760,544
$4,784,355
$2,653,103

16.586%
16.586%
16.586%

$353,268
$732,626
$467,711

Funded
Ratio
78.8%
76.6%
75.3%

Rosemead

$3,645,474

18.527%

$1,075,132

70.7%

Source: CalPERS Actuarial Report, June 30, 2017 (Miscellaneous Classic Only)
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Operating Expenditures
Total operating expenditures are expected to
grow by an average of 4.57% annually during
the forecast period, driven primarily by
increased maintenance and operational
costs associated with City facilities. Popular
facilities like City Hall/Library and Diamond
Bar Center and new parks like Diamond
Canyon and Larkstone are expected to have
increased expected annual maintenance
and utilities costs to maintain service
expectations as the facilities age. Likewise,
investments in e-government initiatives
improve efficiency and service, but generate
ongoing maintenance costs. Further
expansion of facilities via CIP during the
forecast period will also impact future
expenditures.

Professional Services

Total professional services costs are expected
to grow with CPI. However, professional
services expenditures can be volatile based
on changing needs such as special legal
services or projects and are subject to future
policy direction related to an increase in
service levels.

Capital Outlay

Capital outlay expenditures have been adjusted, removing one-time real estate
purchases. Given the high variability in this category, the adjusted average is used as the
baseline with annual CPI adjustments. Future one-time capital purchases will be added
to the forecast when known or expected.

Supplies

Expenditures for supplies have increased since the acquisition of the City Hall/Library
facility. Given ongoing operational needs associated with the facility (which houses most
visited library in the County system), it is assumed that costs will match the 2.62% average
growth since FY 2012-13.
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Operating Transfers Out

The fund consists of transfers out of the General Fund to special funds charged with
paying for ongoing operational costs. These include the following transfers:
Debt Service Fund
Transfers fund the fixed annual payments on the municipal bond issued to fund the
construction of the Diamond Bar Center. The average annual budgetary impact during
the forecast period is $864,456. As currently financed, the bond remaining bond amount
of $8,775,000 will be fully paid off in FY 2032-33.
Self-Insurance Fund
Transfers fund annual California Joint Powers Insurance Authority (CJPIA) premiums and
are dependent upon a complicated actuarial formula based on the previous five years
of performance. The annual estimate of $376,445 is based on the average contribution
over the past five fiscal years and is subject to change based on claim history.
Lighting and Landscape Assessment Districts 38, 39, and 41 (LLADs)
Transfers to Lighting and Landscape Assessment Districts 38 (citywide), 39
(medians/slopes), and 41 (southwest portion of the city) subsidize assessment revenues.
Since FY 2008-09, the General Fund has subsidized the LLADs in the cumulative amount
of $1,969,834. Total subsidies for the ten-year period are estimated to exceed $4.9 million.
Equipment Maintenance and Replacement Fund
Transfers fund the maintenance and replacement of the City’s equipment, hardware,
and software applications. Recent use has focused on technology infrastructure and
enterprise system replacement, including new Recreation and Finance systems. A
minimum of $350,000 annually is required to maintain existing technology hardware and
software components, which provide the backbone of the City’s customer service.

Transfers Out to CIP Fund

These transfers account for one-time capital projects of which insufficient special funds
are available. Funding is sourced from annual General Fund budgetary surplus (if
available) or from reserves.
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Historically, the City has pursued an ambitious CIP
program, making particularly excellent use of special
funds to complete street maintenance, traffic
mitigation, and other infrastructure projects. With voters
passing Measure M and rejecting a proposed repeal of
SB 1 transportation funds, the City’s current efforts to
maintain and improve traffic and transportation
infrastructure are expected to remain funded without
General Fund subsidy throughout the forecast period.
With special funds largely unavailable for other capital investments, including park and
facility construction, maintenance, and renovation projects, the use of General Fund
reserves is required. The forecast assumes the following projects will be funded using
General Fund Reserves. Cost estimates and projects are subject to change based on City
Council policy direction and/or unforeseen maintenance requirements.
Projects are limited to known projects through FY 2022-23 and do not include
unanticipated new maintenance requirements or newly desired construction projects
that may arise in FY 2023-24 and beyond. Without special funding sources, these CIP
projects will result in additional General Fund reserve requirements, provided such
reserves remain available. Also, the implementation of capital projects that result in new
or expanded facilities will result in corresponding increases to annual maintenance and
operations costs in future budgets.

NEXT STEPS
Proactive decisions are required to maintain the City’s long-term financial sustainability.
The following options are presented to the Council to address current and future
conditions and are not intended to be all inclusive as others may be developed. All
options will require separate analysis, consideration, and approval by the City Council
through policies, the annual budget process, or other standalone actions.

Budget and Policy
Set Defined Budgetary Priorities

Diamond Bar has enjoyed a long period of financial flexibility, buoyed by a large General
Fund reserve. Over the years, that reserve has been utilized to expand services and
facilities, shrinking the reserve while adding to ongoing costs. The forecast indicates that
the continued use of reserves may be unsustainable. Because resources and service
levels are linked, clear priorities and expectations should be established with the
development and approval of the budget process.
Budgetary priorities should be based on approved Strategic Plan goals and priorities and
community input. Once priorities are established, available resources should allocated
to meet those specific ends. This approach ensures that the approved budget meets
community priorities in the most efficient manner, maximizes limited resources, and sets
the framework to measure outcomes effectively.
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Create and Adopt a Long-Term Infrastructure/Capital Improvement Plan

To manage the significant, ongoing costs of capital projects, the Council should review
and adopt a long-term (no less than five-year) Infrastructure and Capital Improvement
Plan. This planning document would be reviewed and approved by the City Council
annually to categorize, prioritize and sequence projects and identify funding sources.
Methods of prioritization may include:
•
•
•
•

Protection of public Health & Safety (repair of damage to public property,
mitigation of a hazard, etc.) versus discretionary projects.
Funding source (available special funds versus use of General Fund reserves).
Available personnel resources/likelihood of completion in current budget year.
Delay unfunded/General Fund reserve-funded projects until special funds are
available.

Update and Expand the Fund Balance and Reserve Policy

Set clear and defined policy for revenue management and distribution. Provisions for
consideration may include:
•
•
•
•

Raise mandatory minimum reserve level above $4.5 million, which represents
approximately 18% of FY 2018-19 operating expenditures.
Restrict use of reserves to one-time expenditures only (no ongoing maintenance
or operational costs) unless a fiscal emergency is declared.
If reserves are used, require a plan to replenish the balance within a defined
period.
Plan for future recessions by establishing guidelines for when there is a year-end
budgetary surplus or other one-time windfall. Seed maintenance and CIP funds
to build reserves for future projects. Create such funds where they do not yet
exist.

Revenues & Expenditures
Pursue New Local Revenue Sources

State mandates have taken their toll on local agencies over many years and recently
passed county tax measures provide a local return that is a fraction of the community’s
total contribution. Local tax measures offer long-term revenue sources that can fund
specific CIP projects, public safety, and other core services and cannot be siphoned by
the state. Options include a local sales tax, business license tax, and/or parcel tax,
among others.

Reduce General Fund Subsidies

Conduct an audit of significant services and programs currently subsidized with General
Fund dollars and present findings to the City Council for policy direction, including, but
not limited to: LLADs 38, 39, and 41, transit programming, and free facility and field use.
Reduction or elimination of current subsidies provides resources to reduce deficits, fund
CIP projects, or seed prioritized reserve accounts.
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Analyze
and
Adjust
Service
Levels/Implement New Ways of Doing
Business
Regularly assess services and programs for
effectiveness and compliance with citywide strategic priorities by analyzing the
scope, cost, and performance measures
associated with each.
Data reveals opportunities for action and
findings of this analysis will allow for strategic
decisions to be made regarding the
allocation of resources, keeping in mind
long-term fiscal impacts. In some cases this
may
mean
adjusting
service
level
expectations or finding new ways of doing
business to match changing priorities and
needs using resources in the most strategic
way possible.

Managing Pension Costs
Transition to a 15-Year Amortization Plan to
Reduce CalPERS Unfunded Liability
The City can realize significant savings by
transitioning from the default 30-year
payment period to the alternative 15-year
option. The 15-year option, with the City
taking continued advantage of the 3.5%
early-payment discount, would increase
total UAL expenditures by an average of
$79,242 annually, but set the City on a course
to realize savings of approximately $1.9
million upon UAL payoff in 2033.

Establish an IRS Section 115 Trust

The City can establish an IRS Section 115
Trust, segregating agency funds from
general assets, for the purpose of meeting
future pension contributions and/or liabilities.
By setting aside funds in a 115 trust, the City
can potentially earn a higher rate of return
and those monies can be used to ease
budgetary pressures resulting from increased
employer contribution rates.

CITY OF DIAMOND BAR
21810 Copley Drive
Diamond Bar, CA 91765
(909) 839-7010
info@diamondbarca.gov
www.diamondbarca.gov
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Long-Term Financial Forecast
FY 2019-2029
FUND BALANCE

2025-26

2026-27

2027-28

2028-29

Fiscal Year

2019-20

2020-21

2021-22

2022-23

2023-24

2024-25

Beginning Fund Balance (No CIP)
Ending Fund Balance (No CIP)
Beginning Fund Balance (With CIP)
Ending Fund Balance (With CIP)

22,739,185
21,436,628
16,578,888
6,886,331

21,436,628
19,318,087
6,886,331
3,687,789

19,318,087
17,423,708
3,687,789
(301,589)

17,423,708
15,060,528
(301,589)
(3,614,770)

15,060,528
12,543,048
-

12,543,048
9,483,962
-

9,483,962
6,476,228
-

6,476,228
3,072,923
-

3,072,923
(414,193)
-

(414,193)
(4,545,576)
-

Fiscal Year
Property Taxes
Other Taxes
Subventions - State
Fines & Forfeitures
Current Service Charges
Use of Money & Property
Cost Reimbursements
Total GF Revenue
Transfers In - Other Funds
Total GF Revenue & Transfers In

2019-20
5,529,301
8,288,845
6,448,165
399,350
2,684,151
1,316,411
220,524
24,886,746
1,661,502
26,548,248

2020-21
5,697,391
8,422,860
6,644,189
391,363
2,187,325
1,175,270
225,376
24,743,774
1,676,840
26,420,614

2024-25
6,422,431
9,422,683
7,489,717
360,981
2,325,209
1,122,217
245,873
27,389,109
1,709,746
29,098,855

2025-26
6,617,673
9,584,308
7,717,404
353,761
2,361,017
1,143,255
251,282
28,028,699
1,722,492
29,751,191

2026-27
6,818,850
9,749,778
7,952,013
346,686
2,397,377
1,164,692
256,810
28,686,205
1,735,380
30,421,585

2027-28
7,026,143
9,919,173
8,193,754
339,752
2,434,296
1,186,535
262,460
29,362,114
1,748,414
31,110,528

2028-29
7,239,738
10,092,574
8,442,844
332,957
2,471,784
1,208,794
268,234
30,056,926
1,705,538
31,762,464

Fiscal Year
Contract Services
Personnel Services
Operating Expenditures
Professional Services
Capital Outlay
Supplies
Total GF Operating Expenditures

2019-20
11,776,644
8,541,465
2,902,341
1,194,125
276,896
513,922
25,205,393

2020-21
12,185,374
8,886,920
3,208,396
1,212,514
281,160
527,387
26,301,751

2024-25
13,861,516
10,012,698
3,730,031
1,288,948
298,884
584,867
29,776,945

2025-26
14,307,068
10,298,490
3,660,314
1,308,798
303,487
600,191
30,478,347

2026-27
14,767,314
10,591,280
3,995,879
1,328,953
308,160
615,916
31,607,503

2027-28
15,242,749
10,891,481
3,936,958
1,349,419
312,906
632,053
32,365,566

2028-29
15,733,883
11,199,313
4,283,794
1,370,200
317,725
648,612
33,553,528

Fiscal Year
GF Operating Transfers Out
Debt Svc. Fund - DBC Bond Payment
Self Insurance Fund
LLADs 38, 39, & 41
Equipment Maint. & Replace. Fund
Community Org. Support Fund
Total GF Operating Expenditures & GF Op. Transfers Out
GF Transfers Out to CIP Fund
Total Operating Expenditures & Transfers Out + CIP

2019-20
2,645,413
857,306
442,714
505,392
750,000
20,000
27,850,806
8,390,000
36,240,806

2020-21
2,237,404
863,906
442,714
489,706
350,000
20,000
28,539,156
1,080,000
29,619,156

2021-22
2,169,499
859,626
442,714
424,986
350,000
20,000
29,203,774
2,095,000
31,298,774

2023-24
2,283,209
857,906
442,714
538,176
350,000
20,000
30,985,786
30,985,786

2024-25
2,380,997
861,400
442,714
538,124
350,000
20,000
32,157,941
32,157,941

2025-26
2,280,578
868,200
442,714
522,942
350,000
20,000
32,758,925
32,758,925

2026-27
2,217,388
868,037
442,714
458,733
350,000
20,000
33,824,890
33,824,890

2027-28
2,232,078
874,463
442,714
465,798
350,000
20,000
34,597,644
34,597,644

2028-29
2,340,319
874,313
442,714
572,971
350,000
20,000
35,893,847
35,893,847

Fiscal Year
GF Operating Surplus/(Deficit)
GF Surplus/(Deficit) With Operating Transfers
GF Surplus/(Deficit) With Operating Transfers + CIP

2019-20
(318,647)
(1,302,557)
(9,692,557)

2020-21
(1,557,977)
(2,118,542)
(3,198,542)

2021-22
(1,417,286)
(1,894,378)
(3,989,378)

2023-24
(1,935,614)
(2,517,479)
(2,517,479)

2024-25
(2,387,835)
(3,059,086)
(3,059,086)

2025-26
(2,449,648)
(3,007,734)
(3,007,734)

2026-27
(2,921,298)
(3,403,305)
(3,403,305)

2027-28
(3,003,452)
(3,487,116)
(3,487,116)

2028-29
(3,496,602)
(4,131,383)
(4,131,383)

GENERAL FUND REVENUE & TRANSFERS IN
2021-22
5,870,592
8,960,110
6,846,172
383,536
2,221,010
1,105,235
230,334
25,616,989
1,692,406
27,309,396

2022-23
6,049,058
9,110,660
7,054,296
375,865
2,255,213
1,081,308
235,401
26,161,802
1,708,205
27,870,007

2023-24
6,232,949
9,264,826
7,268,747
368,348
2,289,944
1,101,570
240,580
26,766,963
1,701,343
28,468,307

GENERAL FUND EXPENDITURES & TRANSFERS OUT
2021-22
12,608,340
9,199,357
3,168,697
1,231,187
285,490
541,204
27,034,275

2022-23
13,012,606
9,463,799
3,484,430
1,250,147
289,887
555,384
28,056,253

2023-24
13,430,183
9,733,902
3,404,806
1,269,399
294,351
569,935
28,702,577

GENERAL FUND OPERATING TRANSFERS OUT
2022-23
2,176,935
859,406
442,714
431,530
350,000
20,000
30,233,187
950,000
31,183,187

METRICS
2022-23
(1,894,451)
(2,363,181)
(3,313,181)

