2026-2027 General Fund Forecast
Economic Conditions
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Due to the United States federal government shutdown that occurred from October 1, 2025 to
November 12, 2025, the October 2025 employment data is unavailable.

Local economy is not conducive to revenue growth

« Job growth is stagnant

« Office vacancies remain high; commercial sector is relatively week and weighing down property valuation
* Residential real estate prices and sales have slightly decreased; days on market have slightly increased
» Private development activity is up from last year, but not considered strong




2026-2027 General Fund Forecast

Revenue Estimates
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Property Tax Estimates
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Property Tax Estimates

Secured Property Tax Collections

Category | 2526 Est. | 26-27 Est. | The State of California Controller’s Office
(Millions) (Millions) does not agree with the methodology used
by Santa Clara County to calculate the

General Secured e

Educational Revenue

Augmentation Fund - Preemptive litigation initiated by the

(ERAF) County is in process

Successor Agency to the

Redevelopment Agency « Potentially at risk to the City is

(SARA) approximately $9 - $10 million
ongoing and a one-time claw back of
approximately $35 - $39 million
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Property Tax Estimates

Property Tax growth is growing at a slower
rate compared to recent years

While residential valuation remains fairly
solid, property transactions are relatively low

Commercial sector is relatively weak

Overall low levels new of construction

Property Tax Collections (Millions)
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2026-2027 General Fund Forecast

Sales Tax Estimates — Rate Summary

Distribution
Agency Percentage

State of California 5.500%
- - o
City of San José (Bradley Burns) 1.000% Sunsets Sept 30, 2031
City of San José (Local Tax) 0.250%
Public Safety Fund (Proposition 172)* 0.500%

Santa Clara County (Including VTA and 2.625%
Measure A)**

Peninsula Corridor Joint Powers Board 0.125%

(Caltrain)

* City is allocated a small share in accordance with a Statewide allocation
**Includes a newly approved Santa Clara County five-year tax measure
that will be implemented on April 1, 2026
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Sales Tax Estimates

Sales Tax Collections (Millions)
$400

$350

$323 $343 $333 $331 $350 $317

$261 $284
$300

$250 —
$200 —
$150 —
$100 —
$50 —

19-20 20-21 21-22 22-23 23-24 24-25 25-26 26-27
Est. Est.

[ 25-26 | 26-27 |

21-22 | 22-23 | 23-24 | 24-25 | Est. Est.

%

Growth 13.8% 6.3% (2.9%) (0.6%) 5.7% (9.4%)*

*Decrease in revenues is offset by Revenue Loss Reserve; year-
over-year economic growth in 2026-2027 is estimated at 1.5%.

After a strong post-pandemic recovery, Sales Tax
revenues have been weak

First quarter of General Sales Tax collections were
15% higher than prior year; however, this increase
was predominantly due to one-time corrections.
Economic growth was minimal.

Second quarter of General Sales Tax collections
were 2.4% higher than prior year. Details on the tax
revenue by sector, and information on any one-time
corrections are still being evaluated.

Economic growth of 5% is anticipated for remainder
of 2025-2026

Minimal economic growth of 1.5% is anticipated in
2026-2027

Beginning in 2026-2027, estimates reflect an
adjustment to Sales Tax revenues offset by the
Revenue Loss Reserve for a net-zero impact 7
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Utility Taxes and Franchise Fees Estimates

Utility Tax & Franchise Fees Utility Tax
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General Fund Expenditure Components

Health and Other Fringe
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Total Preliminary Forecast Expenditures: $1.6 billion 9
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General Fund Expenditure Components

Millions
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Other Costs Continue to Increase

» Electricity costs expected to increase 3% next year due to delivery charge increases
« Water costs expected to increase 8% next year due to cost of water supply and capital investments

« Further increases of $2.7M for crime lab and police forensic services, employee health services,
information technology services, equipment replacement, and various adjustments for contractual

services and other supplies and materials

» Costs to operate and maintain completed capital projects (e.g. Fire Station 36, Columbus Park),
Category tentatively scheduled to increase from $231,000 in 2026-2027 to $9.7 M in 2030-2031

» Ongoing General Fund contribution to support the Interim Housing Portfolio tentatively forecasted
at $15 M in 2026-2027, increasing to $29 M, $31 M, $32 M, and $37 M in the following years - will
vary based on external funding and continued cost management

» Cost of living increases for support of community-based organizations

11




2026-2027 General Fund Forecast
Ongoing General Fund Shorifall

2027-2031 Revised General Fund Five-Year Forecast
(S in millions)?!

Five-Year
2026-2027 2027-2028 2028-2029 2029-2030 2030-2031 Surplus/
(Shortfall)
Incremental
(Shortfall)
Total
Cumulative (594.6) (580.8) (569.2) (569.2)
(Shortfall)

1 Does not include 1) costs associated with services that were funded on a one-time basis in 2025-2026; 2) costs associated with unmet/deferred
infrastructure and maintenance needs; and 3) one-time revenue sources or expenditure needs.
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2026-2027 General Fund Forecast
General Sales Tax — Economic Sectors

2025-2026 1st Quarter Payment % of Total Revenue by Sector
General Sales Tax by Economic Sector First Quarter Payment (Economic Basis)
i mill
(¢ inmilliohs) Economic Sector 25-26 % of | 24-25 % of %
Total Total Change
Revenue Revenue

Business-to-
Business
$11.0,
15%

General Retail 17.7% 8.0%

County Pool
$28.3,
38%

Business-to-Business 19.6% (3.2%)
Food Products 15.5% 4.8%
Transportation 17.8% (9.4%)

Construction (1.2%) 3.3%
[

County Pool* 10.0% 31.4%

*Captures the majority of online transactions. Revenue is distributed to all cities within Santa
Clara County based each jurisdiction’s total General Sales Tax receipts divided by the Total
General Sales Tax receipts for the entire County. The City typically receives between 45%-
50% of the total County Pool.

General Retail
St
15%

Construction
$6.0,
8%
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