City Financial Outlook
& Sales Tax Measure

City’s Current Economic and Budgetary Situation
• The 2019‐20 General Fund budget to be presented to the
City Council tonight will be balanced.
• However, staff projects structural deficits growing to $2.8
million by 2023‐24.
2020‐21

2021‐22

2022‐23

2023‐24

Revenues

$27.6M

$28.2M

$28.8M

$29.4M

Expenditures

$28.4M

$29.7M

$31.0M

$32.2M

Deficit

($0.8M)

($1.5M)

($2.2M)

($2.8M)

City’s Current Economic and Budgetary Situation
• Rising costs of services/programs are primarily driven by:
• Personnel and pension costs
• Insurance costs
• Utility costs
• Contract costs
• These increasing costs are threatening to limit resources
available for important City services like police, street and
right‐of‐way maintenance, trees, parks, recreation, and
youth and senior programs.

City’s Current Economic and Budgetary Situation
To balance the 2018‐19 (current year) General Fund
budget, adjustments of $3.4 million were necessary
For 2019‐20, Staff is proposing $1.3 million in reductions
 Removed deferred maintenance projects
 Reduced tree removals
 Vacant positions left open
 Removed landscape improvements
 Department Budget Reductions

City’s Current Economic and Budgetary Situation
• Moving forward, the City must address the additional
structural deficits growing from $800,000 in 2020‐21 to
$2.8 million in 2023‐24.
•
•
•
•

Identification of new revenues.
Critical review of the way the City provides services.
Changes to availability of services and programs.
No funding available for new or expanded programs.

Unless immediate action is taken, significant cuts to
important City services may need to be considered.
•
•
•
•
•
•
•

Animal Control Services Contract
Police Service Enhancements (Emergency Prep, K‐9)
Tree Removals/Trimming
Village Maintenance
Community Based Organization/Homeless Funding
Youth Afterschool Program
Senior Services

Sales Tax Measure

FFOC Recommendation‐Sales & Use Tax
• City Council established the Future Financial Opportunities
Committee (FFOC) in July 2018 to evaluate long‐term and short‐
term revenue options and strategies to address the City’s projected
structural deficits.
• Due to the immediate need to address the deficit to avoid cuts to
services, the Committee recommended an increase in the City’s
sales tax:
• Specifically, the Committee recommended that the City Council place
a 3/4 cent sales and use tax measure on the November 2019 ballot for
voter approval.

FFOC Solutions ‐ Sales & Use Tax Measure
• The Committee’s rationale behind the sales tax measure is two‐fold:
• First, Claremont is a regional destination and the City’s sales tax
revenue is paid by out‐of‐town shoppers as well as residents.
• Second, the Committee was concerned that another taxing agency
like Los Angeles County could use there remaining portion of
Claremont’s sales tax for another initiative that does not directly
benefit Claremont residents

The Committee believes that a locally‐controlled sales tax is
the best solution to address the City’s structural deficit.

FFOC Solutions ‐ Sales & Use Tax Measure
• Sales and use tax revenue accounts for approximately 18 percent of
the City’s General Fund revenue, the second largest General Fund
revenue source behind property tax.
• General Fund revenues support the core functions of the City,
including public safety; right‐of‐way, park and Village
maintenance; youth and senior programs; planning, building,
engineering, and code enforcement services; as well as the general
administrative functions of the City.

Claremont’s Current Sales Tax
• City of Claremont’s current sales tax rate is 9.5 percent
• Claremont receives 1% of the 9.5% sales tax revenue, which
amounts to approximately $4.5million

County & Regional Portion

2.25%

Where do we go from here?
• A 3/4 cent sales tax increase would result in approximately $2.5
million in additional annual General Fund revenue.
• These revenues would eliminate the projected General Fund
budget deficits, maintain current service levels, allow the City to
address the growing backlog of deferred maintenance projects,
and replenish General Fund reserve balances that have been
depleted over the past several years.

Who else is pursuing a Sales & Use Tax?
• Claremont would be the 21st city in Los Angeles County to
attempt to raise its sales and use tax in recent years.
• Since 2016, nineteen cities in Los Angeles County have
received voter approval for additional increases in sales
and use taxes.
• The City of Glendora passed a measure in March 2019.
• City of Arcadia passed an increase in June 2019 ballot.

Why Now?
• State sales tax is capped of 10.25%
• If a regional agency such as Los Angeles County
was successful in increasing the sales tax rate to
the cap before the City did, then State law would
prevent the City from capturing any additional
revenue for local services and programs.

Next Steps?
City Council directed staff to bring back the necessary
documents to place a sales and use tax measure on the
November 2019 ballot.
A critical step in the process is a City Council declaration
of fiscal emergency by resolution in order to place any
general tax before the voters on the November 2019
ballot. City Council will consider this tonight, June 11,
2019.

Questions?

