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City Manager's Message

| am pleased to present a balanced Operating Budget and Capital Improvement Program for the City of Big Bear Lake
for Fiscal Year FY 2026-27 (July 1, 2026 to June 30, 2027).

The total City budget amounts to $75.3 million with the General Fund budget at $28.5 million, with $2.65 million in
reserve contributions and a full time employee count of 72 budgeted positions.

The theme for the Fiscal Year 2026/27 budget is best described as the Year of Advancement. In previous fiscal years,
our budget emphasized adaptability. Continuing forward through both achievements and setbacks with resilience,
these efforts have positioned the City on a clear path towards advancement. Building on this momentum, the City will
shift its focus from planning and prioritization in areas such as economic development, fiscal strength, and capital
improvements to the execution and establishment of these initiatives. This transition marks a critical step forward, as
we move from laying the groundwork to delivering measurable outcomes that strengthen our community.

The City of Big Bear Lake is known for its picturesque, four-seasons mountain setting and seasonal tourism. However,
significant fluctuations in visitor volume place a considerable strain on our current utility infrastructure, creating
challenges for both residents and visitors. Advancing our infrastructure to meet these demands is essential to
ensuring reliability, accessibility, and quality of life year-round. By investing in the City’s financial foundation through
conservative forecasting and responsible spending, we will continue to strengthen and grow the City's fund balance.
These efforts will support strategic investments that enhance infrastructure, improve service delivery, and ensure
long-term sustainability. Through thoughtful planning and deliberate execution, the City will advance its infrastructure
to better withstand seasonal fluctuations while maintaining dependable service for our full-time residents.

Strategic Priorities

As we approach the FY 2026-27 budget, it is important to revisit the strategic priorities that the City Council initiated in
the FY 2023-2024 budget process and have revisited every budget process thereafter. These priorities set the goals of
the City Council, City Manager, and City staff; objectives are incorporated into the budget to achieve these strategic

priorities. As you can see, we have initiated some new objectives and have provided status on all objectives.

Fiscal Year 2026-27

* ConductaSewer Assessment and Sewer Rate Study * Tobecompleted in Fiscal Year 26/27

* Invest $9.9M in Capital Improvement Projects « Expended $9.6Min Fiscal Year 25/26

SIS LG RNTERAUETREREUENER QU - Invest $9.5M in Capital Improvement Projects + To be completedin Fiscal Year 26/27

[ L R R I LRI U R G CERER Ol ©  Invest $6.1M in Maintenance Projects * Expended $4.6Min Fiscal Year 25/26

our community * Invest $5.3M in Maintenance Projects + Tobe completed in Fiscal Year 26/27

* ImplementFleet Maintenance System * Tobe completedin Fiscal Year 26/27
+ Leisure Bear Site Improvements * |Initiated in Fiscal Year 25/26 & on-going

* Review & Update Reserve Policy * Tobecompletedin Fiscal Year 26/27
* Review & Update Investment Policy * To becompletedin Fiscal Year 26/27
* Implementa 2-year Budget * To becompletedin Fiscal Year 26/27
* Procure & Implement Investment; Broker Services * Tobecompletedin Fiscal Year 26/27

Ensure fiscal responsibility

* Improve Customer Service through training and operational

Invest in attracting, retaining and developing staff, enhancements : g: gg::g
strive to deliver the best customer service * Maintain a competitive wage and benefit package - Tmry

* Review and Update Personnel Policy & Procedures
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Enhance community engagement and local D(?Yelopa Quarterly Legislative Reporting process . To. {)ecompletedm Flscal.Year26l27
d trategi hile bolsteri rnershi Initiate an Economic Development Program * Initiated Oct 2023 & on going
i A e et L bt ol «  Maintain the City app Big Bear Lake 365 + Initiated Jan 2024 & on going
with resldents, bueinesses and reglonal partners Reinvestin Small Business Fagade Improvement Grant * Initiated in Fiscal Year 24/25 & on-going

Develop Citywide Emergency Operations Plan
Preserve and protect the quality of life for the Conducta Citywide Mobility Study

residents and the businesses, while maintaining a Initiate General Plan Update & Advisory Committee

* CompletedinFiscal Year 25/26
* Tobecompletedin Fiscal Year 26/27
* Initiated in Fiscal Year 25/26 & on-going

balance with the environment to fostera Implement new permitting program o en 25726
sustainable economic base Continueimplementation of 2021-2029 Housing Element p
Actionitems * Ongoing

As we developed the budget for fiscal year 2026-27, City staff reviewed the objectives and priorities to determine if any
changes were needed. The City has advanced a number of strategic priorities in fiscal year 2025-26, implementing the
City's new online permitting program for 24/7 access, completing the Rathbun Drive & Moonridge Road Rehabilitation,
which includes creating 120 new public parking spaces to the Moonridge Corridor to activate economic development,
completion of the Castle Rock trail & parking lot, and continued the investment of funding the Small Business Facade
Improvement Grant.

The City is advancing a number of new priorities in fiscal year 2026-27 to ensure future economic growth and support,
financial stability, improved service delivery through technology, and the on-going commitment and support of City
staff. The City has acquired properties, the Beaver and Badger lots, to expand public parking opportunities in the
Village, the Finance team will be implementing an investment and broker service to enhance the City's portfolio,
Public Works will be completing a Master Sewer Rate Study to ensure an on-going investment the City's aging sewer
infrastructure, Community Development will conduct a mobility study to seek improvements to the flow of pedestrian
traffic, and the Finance Department will develop and implement a 2 year budget for FY 2027 through FY 2029 which
improve the delivery of capital improvement projects.

This budget includes funding for public safety, continued prioritization of the quality of life in our residential
communities, the ongoing investment in the City's Capital Improvement and Maintenance Projects, providing
economic development support the City's business community, continue advancing the City's communications, and
the ongoing implementation of technology improvements to provide more efficient services.

City staff have continued to focus on maintaining the quality of the services they provide to the public, while
minimizing expenses and adding efficiencies wherever possible. As a result, the City's operating position continues to
be positive and available to address forecasted cost increases; while the City has committed to focusing on funding
reserves so they are available to offset any future economic downturn while still being responsive to our residents'
needs and providing the best services possible. The City continues to operate with staff vacancies and remains
committed to delivering essential City services. | would like to thank City Council and City staff for their commitment
to the City and its citizens.

Economic Outlook

The City's economic outlook continues to look favorable. We saw the economy expanding during the last four fiscal
years, however there are new forecast considerations:

e Housing Prices

e |Inflation

e Job Growth

¢ Increased Construction Costs
e |ncreased Gas Prices
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The City continues to see moderate increases in its property and transient occupancy tax revenues, while sales tax
remains healthy. The annual outlook for sales tax forecasts moderate growth, approximately a 2.1% increase;
restaurants and hotels are forecasting approximately 7.4% growth. These areas of economic growth compliment the
City's significant revenue sources and continue to contribute positively to improving the outlook for the City of Big
Bear Lake. It is important to note, the City always remains cautious in our budget forecasting, knowing these positive
trends can change relatively quickly. The City is committed to maintaining a strong fiscal foundation and will remain
conservative in our fiscal actions and forecasting.

The Budget

The City is seeing its “Advancement” with a number of items included in this year's budget: appropriate staffing levels
to better serve the community, continued transparency and ever evolving communication, ongoing commitment to
improving infrastructure, and continued fiscal responsibility. City Management prioritizes maintaining a positive
operating position to absorb anticipated cost increases and effects of any inflationary impacts.

The City realizes potential future cost increases may occur and will maintain a conservative financial position. As part
of the development of the FY 2026-27 budget, staff continually seek opportunities to improve City services and
maintain adequate staffing levels. These actions are summarized in following paragraphs by category below:

¢ Staffing: City Management continually assesses all City Departments; in an effort to identify redundancies and
gain operational efficiencies while being proactively responsive to the current needs of the organization. The City
is diligent in evaluating vacancies to determine the priority in the recruitment process to compliment the
effective delivery of City services. The staffing for FY 2026-27 has been reorganized to better serve the City and
provide a strong foundation for succession. The Staffing section of the budget document contains additional FTE
information.

¢ Compensation and Benefits: The City and the employee association continue to have a fantastic relationship
and the City Council adopted a three year MOU (ending June 30, 2026) that is a fair and a balanced package that
compliments the City's budget while reflecting a fair investment in City staff. The City will revisit the MOU in May
of 2026, any financial impacts will be presented in fiscal year 2026/27 budget process.

e Pension: Pension actuarial contribution rates for FY 2026-27 will be slightly less than the prior year based on the
June 2025 actuarial reports. The payments are anticipated to remain mostly flat over time as SBCERA continues
to pay down past unfunded liabilities.

¢ Maintenance: While costs continue to rise due to a number of factors, the City is allocating $5.3 million to ensure
existing capital assets are properly maintained extending the asset lives and lowering future replacement costs.

e Capital Projects: Prioritized projects in the proposed $9.5 million budget include the completion of the Beaver
and Badger parking lots, on-going street rehabilitation, improvements to the City's Fire Protection District
properties, investments in the City's sewer and sanitation infrastructure, and continued funding in the
Performing Arts Center.

The City's budget continues to allocate resources to address public safety. These costs are dedicated to quality of life
issues within the City. Key Public Safety costs include:

¢ San Bernardino Sheriff's Department (SBSD): The FY 2025-26 Police Services contract amount of $6.3 million
increases in FY 2026-27 to $7 million. This increase is contributed to the increase in the Sherrif's liability fund.

e San Bernardino County Fire: The Big Bear Lake Fire Protection District, which is comprised of the City Council,
has initiated the process to transition to San Bernardino County Fire for improved and increased fire and medical
services.

* Neighborhood Preservation/Code Enforcement: These two programs together total $1.7 million and address
quality of life issues, the implementation of Beautify Big Bear Lake, year round parking enforcement, and other
municipal code services.
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Accomplishments

There have been a number of key accomplishments in FY 2025-26 including: completion and opening of the Castle
Rock Trailhead Parking Lot; street rehabilitation of Moonridge Road and Rathbun Drive, such as new pavement and
sidewalk, and sidewalk improvements; continued investment and expansion of the City’'s summer concert series and
holiday events; on-going commitment to communication through the Big Bear Lake 365, City of Big Bear Lake’s first
app; Implementation of a new budget software program for improved transparency; staffing realignment to better
serve the community; the kickoff of the City’s General Plan Update, which will guide the City on housing, land use,
transportation and economic vitality for the next 20 years; the launch and implementation of the City's new online
permitting system, Accela, to help streamline development review processes; continued support for affordable
housing development through the inclusion of Accessory Dwelling Units within the City’'s Vacation Rental Program to
provide additional long-term housing options for the community; and facilitating exciting economic development
with new businesses coming online like iIHOP/Applebee’s, Rosa's Restaurant, Little Caesar's Pizza, the Burgundy Hotel,
and much more on the horizon for the FY 2026-27.

Summary

In FY 2026-27, we will continue to focus on implementing the City Council's strategic priorities while maintaining a
balanced budget, providing quality services to the residents and businesses, and implementing the adopted Capital
Improvement and Maintenance Program. Over the next fiscal year, City staff will be continuing to improve the City's
financial foundation, infrastructure, and supporting City staff.

| am very fortunate for the support of the City Council and their leadership, with an amazing City staff, this City is in a
great position to do great things. As always, the City stands ready to address next year's challenges and opportunities
knowing we are resilient and can take on anything thrown our way.

Erik Sund
City Manager



