Message from City Manager Hyun Kim to City of Tacoma Employees (June 9, 2026)
Team,

| want to speak candidly with you about the financial challenges ahead and the steps we must take
together to navigate them.

As the Finance Department shared with Council at today’s Study Session, our early work on the
2027-2028 Biennial Budget confirms that the City is facing a structural deficit in the General Fund
of more than $40 million. This means we will need to make tens of millions of dollars in
reductions over the next few years in order to stabilize our financial position.

This gap exists in part because our expenses are growing at roughly twice the rate of our revenues.
At today’s Study Session, the Finance Department outlined the external and internal factors that
brought us to this point and described the actions needed to return the City to long-term financial
stability. If you were unable to attend, the presentation will be available on the Roadmap to
Recovery webpage.

To provide some context for why expenditures are growing faster than our revenues, several major
cost drivers have increased significantly in recent years. Between 2021 and 2025, City operating
costs increased substantially across most categories, including healthcare-related expenditures
which grew over 41% over that period.

Looking ahead, the City's long-range financial forecast shows continued pressure from inflationary
and service-delivery costs. Through 2031, expenditures are projected to grow at a significantly
faster rate than revenues, leading to a projected structural gap of over $108 million.

These trends are creating a structural imbalance that cannot be addressed through one-time
solutions alone. Without meaningful changes, ongoing expenditures will continue to outpace
available resources.

Given the magnitude of the forecasted gap, the City must evaluate a broad range of options to
ensure long-term financial sustainability. This includes examining service delivery models,
operational efficiencies, contractual obligations, healthcare costs, and other significant
expenditure categories. These discussions are underway and will continue throughout the 2027-
2028 budget process and beyond.

I understand how unsettling this is. You are rightfully concerned about the people of Tacoma who
depend on the services we provide, and you are concerned about how these reductions may affect
you and your family. At this point in the budget process, | cannot provide specifics about where
reductions will occur. The budget will not be finalized for a few months, and | do not want to make
predictions or promises that may change as we complete this work. What | can promise is that | will
share information as soon as we have clarity.

| am sharing this update now because you deserve honesty about the situation and the urgency
with which we must act. The sooner we begin addressing our structural spending gap through
strategic, impactful changes, the sooner we can move towards recovery. In an email last month, |
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introduced the Roadmap to Recovery—a plan | firmly believe will guide us toward a more stable
financial future. This recovery will take time, but the steps we take now matter.

| have asked Tacoma Public Utilities Director Jackie Flowers to join me for an all-city virtual Town
Hallin early July. All General Government and TPU employees are encouraged to attend. Details
about the time, platform, and how to submit questions will be shared soon. | intend to hold these
Town Halls throughout the budget process so that you can stay fully informed.

| know these conversations and emails cannot erase the worry that many of you are feeling. But |
want you to know that as soon as we have concrete information about what changes will occur and
how they may affect you, we will communicate that directly and clearly.

Thank you for your ongoing professionalism, resilience, and commitment to the residents of
Tacoma. Together, we will move forward with care, purpose, and a shared determination to build a
stronger and more resilient City.

With appreciation,

Hyun Kim
City Manager, City of Tacoma
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