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STAFF REPORT
SAUSALITO CITY COUNCIL

MEETING DATE: April 12, 2022

AGENDA TITLE: City Manager Financial Update and Response to Mid-
Year Budget Questions by City Council

LEAD DEPARTMENT: Administration

RECOMMENDED MOTION:
Hear City Manager update on City Finances, review City Council questions on mid-year 
financial report and provide direction to City staff for the current year budget and 
development of Fiscal Year 2022-23 Budget. 

BACKGROUND

The City Council received mid-year financial information on March 22nd at the regular 
City Council meeting.  Several requests for information were submitted by Council 
members as a result and direction was given to bring this item back for discussion with 
answers and updated information.  Attachment 10 provides the City Council questions to 
date and staff responses.

To focus on the current year budget and upcoming fiscal year budgets the City Council 
directed extra meetings of the full City Council.  After input from the City Council two 
options were considered going forward - a special City Council meeting the week of April 
4th, as well as inclusion on regular City Council budgets beginning April 12th. City staff 
provided an updated budget calendar which includes two special City Council meetings to 
adopt the upcoming budget

As part of the Budget process the City of Sausalito completed its required annual audit on 
January 31, 2022, for FY 2020-21 and Finance staff continues to review and update Mid-
Year Budget information.  The Mid-Year Budget information on the revenue side is based 
on July through December revenue.  Businesses are required to provide the State with 
actual revenue collected by the end of January.  The State in turn provides information to 
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our consultant HDL by the end of February and the information is provided to the City in 
March.

CITY MANAGER FOCUS ON THE GENERAL FUND

It should be noted that the City of Sausalito revenues have improved but this must be 
weighed against very conservative projections made in the middle of the COVID 
pandemic. Today there are still many uncertainties given world events, changing 
economic conditions and of course unknown variants of the COVID Pandemic.

It was prudent in a COVID environment to develop and adopt a budget with conservative 
estimates.  Our stable property tax and volatile sales tax have improved significantly over 
the conservative budget estimates.  However, revenues have not kept pace with 
expenses.  Current and planned expenditures are outpacing revenues.  This requires 
steps to alleviate the budget gap that is projected to end this fiscal year and in the coming 
2022/2023 Fiscal Year.  Major causes of this gap or structural issue include pension costs 
and unplanned expenses related to homelessness. 

To shrink the budget gap in this fiscal year requires a series of actions that slow 
spending, ensure revenue is taken in  and resources from other entities are secured.  
Steps taken six months ago to alleviate this challenge include position freezes, 
reorganization of departments, shedding contract costs, hiring outside resources to 
realize property revenue and grants.  Current actions include freezing non-essential 
spending, review of all purchases over $2,500 by the City Manager, obtaining Council 
direction to hire Financial and Legal consultants to consider Pension Obligation Bonds. 
City staff has begun the process of looking at Business Improvement Districts as a means 
to fund community improvements in our downtown and the Caledonia Street area.

Additional consideration for the City Council is the review of its various savings accounts 
put in place to address emergencies and pensions.  These funds are held in 
undesignated accounts, specified accounts and accounts restricted to use for pension or 
post-employment benefit costs. Uses of these funds which are one time in nature may be 
appropriate to maintain service levels in the coming year. It would be prudent to plan for a 
three year use of these funds that does not exhaust or create low balances that may be 
needed in emergency situations.

We currently are in good faith labor negotiations with all of our recognized bargaining 
units as well as unrepresented units.  It also goes without saying that Measure O which 
provides over a $1,000,000 a year to the General Fund will sunset in FY 24/25 and has 
been raised as a matter to put on the front burner.  

MID YEAR BUDGET INFORMATION

Since the March 22nd City Council meeting, staff has again reviewed the information 
provided to clarify and update where appropriate.
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The purpose of the mid-year budget review is to analyze the year-to-date revenues and
expenditures to review assumptions made before the budget cycle and make necessary
adjustments to reflect changes in the City’s economic and business conditions. Typically, 
the mid-year budget review is also a segue to the new budget process, as the mid-year 
analysis is used to develop the base budget assumptions.

On June 22, 2021, the City Council adopted the fiscal year 2021-22 Budget with a deficit 
of $930 thousand in the City’s General Fund and a government wide deficit of $4.5 million 
as a result of a fluid and uncertain budget environment due to the COVID Pandemic. 

This FY 2021-22 Mid-Year Budget report will focus on the following key objectives:

1. General Fund Highlights

We are projecting General Fund revenues for the fiscal year 2021-22 to come in 
over the original adopted budget by $1,261,524 or 6.8% in addition to a reduction in 
Other Financing Sources (transfers from other funds) of $750,000. We are also 
requesting an appropriation increase of $601,089 or 2.8% plus an increase in other 
financing sources (Transfers to other funds) of $1,295,000 over the original adopted
General Fund expenditure budget. The original adopted budget deficit has 
increased from $930,838 to $2,315,403. A more detailed table can be found as 
Attachment 3.

2. Other Fund Highlights

FY2021-22 
Adopted 
Budget

August 
Capital

Department 
Requests

Finance 
Adjustments

Total Mid-
year 

Adjustments
Proposed 
Mid-Year

% Change 
to Adopted 

Budget

Revenue

Capital Project Funds $3,911,250 ($392,207) ($1,093,016) $221,926 ($1,263,297) $2,647,953 -32.3%

Debt Service Fund $650,000 - - - - $650,000 0.0%

Enterprise Funds $6,147,288 - $14,616 ($100,000) ($85,384) $6,061,904 -1.4%

Internal Service Fund - - - - - - 0.0%

Special Revenue Funds $1,017,806 - - $241,716 $241,716 $1,259,522 23.8%

Trust Funds $570,000 - - - - $570,000 0.0%

Revenue Total $12,296,344 ($392,207) ($1,078,400) $363,642 ($1,106,965) $11,189,379 -9.0%

Other Financing Sources
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Capital Project Funds $1,025,000 - - $1,175,000 $1,175,000 $2,200,000 114.6%

Debt Service Fund $232,155 - - - - $232,155 0.0%

Enterprise Funds $1,870,000 - - ($1,865,000) ($1,865,000) $5,000 -99.7%

Internal Service Fund - - - - - - 0.0%

Special Revenue Funds - - - $95,000 $95,000 $95,000 0.0%

Other Financing Sources Total $3,127,155 - - ($595,000) ($595,000) $2,532,155 -19.0%

Expense

Capital Project Funds ($5,729,919) $2,103,434 $152,369 - $2,255,802 ($3,474,116) -39.4%

Debt Service Fund ($895,431) - - - - ($895,431) 0.0%

Enterprise Funds ($5,303,235) - ($115,000) $169,538 $54,538 ($5,248,697) -1.0%

Internal Service Fund ($50,000) - - ($38,500) ($38,500) ($88,500) 77.0%

Special Revenue Funds ($777,851) - - $228,339 $228,339 ($549,512) -29.4%

Trust Funds ($1,140,000) - - $1,116,000 $1,116,000 ($24,000) -97.9%

Expense Total ($13,896,435) $2,103,434 $37,369 $1,475,377 $3,616,179 ($10,280,256) -26.0%

Other Financing Uses

Capital Project Funds - - - - - - 0.0%

Enterprise Funds ($3,840,000) - - $2,615,000 $2,615,000 ($1,225,000) -68.1%

Internal Service Fund - - - - - - 0.0%

Special Revenue Funds ($1,297,155) - - $25,000 $25,000 ($1,272,155) -1.9%

Other Financing Uses Total ($5,137,155) - - $2,640,000 $2,640,000 ($2,497,155) -51.4%

Grand Total ($3,610,091) $1,711,227 ($1,041,031) $3,884,019 $4,554,215 $944,123 -126.2%

We are projecting the other funds revenue for fiscal year 2021-22 to come in under 
the original budget by $1,106,965 or 9.0% in addition to a reduction in Other 
Financing Sources (transfers from other funds) of $595,000. A more detailed table 
of revenues can be found as attachment 4. We are also decreasing the 
appropriations limit by $3,616.179 or 26.0% plus a decrease in other financing uses 
(Transfers to other funds) of $2,640,000 over the original adopted expenditure
budget. The original adopted budget deficit of $3,610,091 has been eliminated and 
now has a surplus of $944,123. A more detailed table of expenditures can be found 
as attachment 5.

3. Updating Council on the projected fund balances through June 30, 2022
(Attachment 6).

4. Pension History, Five-Year projection schedule as well as property and sales tax 
information are also provided. (Attachment 9)

1. A detailed analysis of the General Fund Budget



5

General Fund Revenues

The General Fund is the City’s primary operating fund and is used to account for most 
day-to-day activities. It receives unrestricted revenues and provides the City’s general 
administrative services, law enforcement, parks and recreation, public works, and 
community development-related activities such as planning, building, and engineering. 
Revenue sources include but are not limited to property tax, sales tax, and transient 
occupancy tax (TOT), business tax registration, and current fees for services. 

The revised estimates for General Fund revenues and transfers from other funds are 
projected to be $21.2 million or $515,524, or 2.5% higher than the adopted budget of 
$20.7 million. The following table demonstrates General Fund revenues for the fiscal year
2020-21 actual results, fiscal year 2021-22 adopted budget, and the revised fiscal 2021-
22 budget. 

The following revenues are projected to reflect material changes over the fiscal year
2021-22 adopted budget and recommended for budget adjustment.  It should be noted 
that the large variances shown below resulted from conservative estimates in a pandemic 
environment.

 Property Tax is the City’s largest revenue source. We are pleased to report that 
the projected actuals show the normally expected increase in property tax, so we 
increased the budget projections by $870,264 or 14.9%.

 Sales Tax is the City’s second-largest revenue source. Based on discussions with
HDL, the City’s sales tax advisor, the local sales activities forecast is showing 

Description FY 2020-21 Actual
FY2021-22 

Adopted Budget
FY2021-22 

Revised Budget

$ Change 
Revised Over 

Adopted

% Change 
Revised over 

Adopted
Revenue

Property Tax $6,294,149 $5,838,032 $6,708,296 $870,264 14.9%
Sales & Use Tax $4,071,719 $3,699,000 $4,358,000 $659,000 17.8%
Transient Occupancy Tax $913,974 $540,000 $2,081,614 $1,541,614 285.5%
Franchise Tax $736,184 $880,000 $820,000 ($60,000) -6.8%
Business License $1,443,536 $1,622,500 $1,695,500 $73,000 4.5%
Planning Revenues $315,720 $1,224,700 $178,260 ($1,046,440) -85.4%
Intergovernmental $124,471 $1,743,500 $1,744,404 $904 0.1%
Fees for Services $66,560 $72,300 $72,300 - 0.0%
Fines $344,804 $450,000 $450,000 - 0.0%
Interest Earnings $60,208 $100,000 $50,000 ($50,000) -50.0%
Rentals $346,464 $505,000 $324,000 ($181,000) -35.8%
Contributions - Private $2,478 $70,000 - ($70,000) -100.0%
Miscellaneous Revenue $179,910 $100,000 $60,000 ($40,000) -40.0%
Recreation Revenues $421,451 $585,700 $544,700 ($41,000) -7.0%
Building Revenues $588,983 $1,083,384 $693,566 ($389,818) -36.0%
Police Revenues $58 $5,000 - ($5,000) -100.0%

Revenue Total $15,910,671 $18,519,116 $19,780,640 $1,261,524 6.8%

Other Financing Sources
Interfund Transfers In $4,559,000 $2,175,000 $1,425,000 ($750,000) -34.5%

Other Financing Sources Total $4,559,000 $2,175,000 $1,425,000 ($750,000) -34.5%

Total $20,469,671 $20,694,116 $21,205,640 $511,524 2.5%
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better than expected returns based on the last reported quarter. Based on this 
information, we increased our year-end estimate by $659,000 or 17.8%.

 Transient Occupancy Tax (TOT) was the third largest revenue source before the 
pandemic. The hospitality industry is gradually returning to the pre-pandemic level. 
Data from the first two quarters of the current fiscal year showed an increase of 
184% compared to the same periods in fiscal year 2020-21. Therefore, we are 
pleased to report that our year-end estimates are projected to improve by $1.54 
million or 258.48% compared to the adopted budget. The updated projection of 
$2,081,614 brings TOT revenues above the fiscal year 2018-19 actuals of 
$1,862,675. 

 Business License Tax receipts are estimated to increase by $73,000 or 4.5% 
compared to adopted budget. The business license receipts are mostly based on 
local business gross receipts. 

 Planning Revenues are projected to decrease by $1 million or 85.4% due to 
removal of CDD cost recovery revenues. This change is due to a change in budget 
philosophy when preparing the adopted budget resulting in an unreasonable 
increase in planning revenues.  The prior year actual amounts were $419,675, 
$260,760, $292,860 in fiscal years 2018-19, 2019-20 and 2020-21, respectively.  
The current annualized revenue for fiscal year 2021 is $165,245 there for we 
reduced the budget to $178,260. The reduction in revenue also resulted in an 
offsetting reduction in expenses in this department that was overstated due to the 
change in budget philosophy. 

 Interest Earnings are projected to drop by $50,000 or 50% based on year to date
interest earnings and more in line with the prior year actual amounts.

 Rentals category shows a total reduction of budgeted revenues of $181,000 or 
35.8% compared to the adopted budget.  This is due to the elimination of the Bank 
of America building rents originally projected to be $189,000 but increasing the 
ATM rentals by $8,000 for this location. 

 Contributions category shows a reduction of $70,000, or 100% compared to 
adopted budget due to removal of Library grant that we don’t expect to receive in 
current fiscal year.

 Miscellaneous Revenues are projected based on annualized amount to decrease 
by $40,000, or 40% compared to adopted budget.

 Recreation Revenues are projected based on annualized amount to decrease by 
$41,000, or 7% compared to adopted budget.

 Building Revenues are projected to decrease by $389,818, or 36% to a budgeted 
amount of $693,566 based on the annualized year-to-date amount. This is more on 
par with the prior year revenues of $690,951, $537,472, and $588,503 in fiscal 
years 2018-19, 2019-20 and 2020-21, respectively.

 Other Financing Sources have been decreased by $750,000 for the elimination 
of the budgeted transfer from the MLK Fund. It was noted in the original budget’s 
notes that this was a payback of the interfund advance between the General Fund 
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and MLK Fund.  As this is a payback of a previously recorded advance this should 
not be budgeted as a transfer in, as this has no impact on fund balance in a 
revenue sense.  This is simply an asset for asset exchange in the general fund (i.e. 
an increase in cash and a decrease in the advance receivable). A bit of technical 
accounting if you will, this payback does have an impact on fund balance in a 
classification sense as this will reduce the non-spendable fund balance and 
reclassify it as unassigned as the General Fund now has cash available to meet 
the needs of the City.

General Fund Expenditures

Expenditure projections were reviewed based on six categories: Salaries & Benefits, 
Retiree Benefits, Professional Services, Supplies and Materials, Capital Outlay, and Debt 
Services as described below. 

 Salaries and Benefits

Salaries & benefits projections are based on the most current payroll cost for the 
currently filled positions and calculated for the remainder of the fiscal year after 
factoring in expected personnel changes. The proposed revised budget for salaries 
& benefits expenses have been decreased by $128K, or 1.2% compared to the 
adopted budget in the general fund. The following departments adjusted their 
salaries and Benefits: 

o Library was reduced by $55,482;

o Department of Public Works was reduced by $41,393;

o Parks and Recreations was reduced by $21,857;

o Police Department was reduced by $9,000. However it should be noted that 
the Police Department also had a reduction of budgeted expense in the 
COPS Grant fund (fund134) in the amount of $193,804 which was absorbed 
by the exiting Salary and Benefits budget in the general fund. 
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 Retiree Benefits

Retiree Benefits was increased by $1.2 million due to the following items:

o an increase of $76,404 in retiree health benefits relating to the direct OPEB 
payments, 

o the inclusion of the required annual payment of $58,000 to SMFPD as part 
of the annexation agreement (this amount was not included in the original 
budget)

o an increase in budget for the CalPERS UAL payment in the amount of 
$1,101,137 of which $1,116,000 was originally budgeted in the PARS trust 
fund.  Council made the decision on July 13th to pay this out of general fund 
reserves rather than seek reimbursement from the PARS Section 115 trust.

 Professional Fees

The budget for professional services was reduced by $479,339 for the following 
reasons:

o The above mentioned CDD cost recovery expenses were reduced by 
$850,000 which is mostly offset by the reduction of revenue.

o The planning and zoning department reduced its budget by $440,000 for the 
State Mandated housing study.  This State mandated study’s expenditures 
will cover two fiscal years with around 60% in fiscal year 2021-22 and the 
remainder in the following fiscal year. To reduce the overall projected deficit 
of the general fund this expense pattern was incorporated into the mid-year 
budget review. 

o An increase in the police departments budget of $463,000 to account for the
Urban Alchemy Services at the encampment.

o The line item for outside legal fees was increased by $100,000 to account 
for the increase in legal expense for Green Tree Headlands and the CA 
Homeless Union legal activity.

 Other Financing Uses

Transfers to other funds increased by $1,295,000 to account for the Measure O 
transfer of $1.2 Million as authorized by council on March 8th, 2022. Also included 
in this mid-year budget is an additional transfer of $95,000 to the Traffic Safety 
Fund to eliminate the deficit fund balance for previously incurred costs. 

2. A Detailed Analysis of the Non-General Fund Budgets

The City of Sausalito’s other funds include the following fund categories:

 Special Revenue, including Tidelands, Traffic Safety, Storm Drain, Gas Tax, 
Construction Impact Fees, County Measure A, Citizens’ Option for Public Safety 
(COPS) Grant and Recreation Grant
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 Capital Project Funds

 Debt Service Funds

 Enterprise Funds, including Sewer Operating and Capital funds, Old City Hall, 
MLK, and Parking funds

 Internal Service Funds, including Vehicle Replacement, Risk Management 
(Workers’ Comp and General Liability), and Employee Benefits funds., and

 Trust Funds, including the PARS Section 115 trusts for pension and OPEB.

Additional information on the City’s fund structure is included in Attachment 8 to this 
staff report. 

Special Revenue Funds

Special revenue funds are used to account for and report the proceeds of specific 
revenue sources that are restricted or committed to expenditure for specified purposes 
other than debt service or capital projects. The restricted or committed proceeds of 
specific revenue sources should be expected to continue to comprise a substantial 
portion of the inflows reported in the fund.  The following changes were noted in the 
Special Revenue Fund’s budget:

Revenue for the special revenue fund category increased overall by $241,716 during the 
mid-year budget review. The primary drivers of this change included the following items:

 Added budgeted revenues for the Construction Impact Fee Fund in the amount of 
$162,989, Storm Drainage fund in the amount of $79,836, and Police State Grants 
fund in the amount of $168,892.  The original budget omitted these revenues and 
were included as annualized amounts or based on other observable factors.

 Reduced revenues in the Traffic Safety Fund by $30,000 for vehicle code fines due 
to no expectation of revenues during the COVID-19 pandemic.  We also reduced 
revenues of $140,000 in the Tideland and Submerged Lands Fund to account for 
the change in accounting principal for the Sausalito Yacht Harbor non-refundable 
rent credits which was accounted for in a prior period adjustment in the fiscal year 
2020-21 audit.

Expenditures for the special revenue fund category decreased overall by $228,339 
during the mid-year budget review.  The primary drivers of this change included the 
following items:

 Professional services were reduced in the Tidelands and Submerged Lands Fund 
by $191,457 to account for outside legal services. The Police State Grants fund 
also saw a reduction of Salaries and Benefits by $203,528 but increased Capital 
Outlay by $111,000 for a net reduction in expense of $92,528 in this fund.  

 The Traffic Safety Fund had an expenditure budget increase of $48,000 to account 
for increased expenses in this fund to an annualized amount of $78,000.  Based on 
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review of prior year balances this fund does appear to have some fluctuation from 
year to year. 

Other Financing Sources and Uses have small changes in transfer activity.  The Traffic 
Safety Fund requires a $95,000 transfer from the General Fund to eliminate a projected 
deficit fund balances due to increase costs and very limited revenue.  The Gas Tax Fund 
has a proposed reduction in transfers of $25,000 to the Capital Project Fund to eliminate 
the projected creation of a fund balance deficit in the current year.

Capital Project Funds

Capital projects funds are used to account for and report financial resources that are 
restricted, committed or assigned to expenditure for capital outlays, including the 
acquisition or construction of capital facilities and other capital assets. Capital projects 
funds exclude those types of capital-related outflows financed by proprietary funds. The 
following changes were noted in the Capital Project Fund’s budget:

Revenues in the General Capital Project Fund were decreased by $1,263,297 which is 
primary attributable to the removal of a previously anticipated FEMA grant.

Expenditures were reduced by $2,255,802 of which $2,103,434 was communicated to 
council as part of the August of 2021 the one-way communication regarding updated 
capital spend. The remaining $152,369 was part of the department’s request.

Other Financing Sources increased by $1,175,000 which includes the $1,200,000 
Measure O transfer from the General Fund and the reduction of the previously discussed 
reduction from the Gas Tax Fund.

Enterprise Funds

Enterprise funds are used to account for and report for operations that are financed and 
operated in a manner similar to private business enterprises – where the intent of the 
governing body is that the costs(expenses, including depreciation) of providing goods or 
services to the general public on a continuing basis be financed or recovered primarily 
through user charges; or where the governing body has decided that periodic 
determination or revenues earned, expenses incurred, and/or net income is appropriate 
for capital maintenance, public policy, management control, accountability, or other 
purposes. The following changes were noted in the Enterprise fund’s budget:

Revenues in the Enterprise Funds are trending to match the original budgeted amounts 
the only proposed adjustment is the reduction of expected revenue in the parking fund in 
the amount of $85,384 which is primary attributable to the removal of the budgeted 
bicycle parking revenue line item for $100,000.  The remainder is from the Parking 
Departments adjustments for increased hotel parking revenues and a reduction of 
commuter SmartCard’s revenue.

Expenses in the Enterprise Funds were reduced by $54,538 in total with a reduction of 
Salaries and Benefits in the Sewer Fund in the amount of $243,616 which is offset by an 
increase of $100,000 in supplies and materials for urgent repairs. There is also an 
increase in professional services in the parking fund of $115,000 at the department’s
request to account for the service fees incurred for meter collections and fees related to 
operating the department. This line item was unintentionally unbudgeted as part of the 
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original budget process and the request appears to be reasonable based on review of the 
activity and prior years balances. There is also a $25,000 reduction in capital outlay 
expense for the parking fund.

Other Financing Sources and Uses has two adjustments we are proposing for transfers 
between funds.  The first item is the elimination of the previously discussed transfer of 
$750,000 from the MLK to the General Fund. The second is an “intra-fund” transfer 
between the Sewer and Sewer Capital Funds (these funds are reported together for 
financial reporting than therefor the net effect is zero).  There are sufficient dollars from 
the previously issued sewer bond available in the Sewer Capital Fund to fund the 
anticipated projects. 

Internal Service Funds

Internal service funds are used to account for and report on financial resources for 
operations serving other funds or departments within a government on a cost-
reimbursement basis.

There was one proposed adjustment to increase the budget in the Vehicle Replacement 
Fund by $38,500 to account for the purchase of the DPW dump truck approved by council 
on February 15, 2022.

Trust Funds

There is one proposed adjustment to the PARS Section 115 Pension Trust Fund to 
reduce budgeted expenses by $1,116,000 for the public safety side fund payoff which 
was paid out of General Fund reserves after subsequent council action.  

3. Projected Ending Fund Balances

The fiscal year 2021-22 revised budget amounts have been updated from the adopted 
budget figures following the independent audit for fiscal year 2020-21. Under GASB 54, 
this balance is made up of the following components:

Nonspendables represents balances set aside to indicate items do not represent 
available, spendable resources even though they are a component of assets. Fund 
balances required to be maintained intact, and assets not expected to be converted to 
cash, such as prepaids, and notes receivable, are included. However, if proceeds realized 
from the sale or collection of nonspendable assets are restricted, committed or assigned, 
then Nonspendable amounts are required to be presented as a component of the 
applicable category.

Restricted fund balances have external restrictions imposed by creditors, grantors, 
contributors, laws, regulations, or enabling legislation which requires the resources to be 
used only for a specific purpose. Encumbrances and nonspendable amounts subject to 
restrictions are included along with spendable resources.

Committed fund balances have constraints imposed by formal action of the City Council 
which may be altered only by formal action of the City Council. Encumbrances and 
nonspendable amounts subject to council commitments are included along with 
spendable resources.
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Assigned fund balances are amounts constrained by the City’s intent to be used for a 
specific purpose but are neither restricted nor committed. Intent is expressed by the City 
Council or its designee and may be changed at the discretion of the City Council or its 
designee. This category includes encumbrances; Nonspendables, when it is the City’s 
intent to use proceeds or collections for a specific purpose, and residual fund balances, if 
any, of Special Revenue, Capital Projects and Debt Service Funds which have not been 
restricted or committed.

Unassigned fund balance represents residual amounts that have not been restricted, 
committed, or assigned. This includes the residual general fund balance and residual fund 
deficits, if any, of other governmental funds.

As shown in the table below, the total of the General Fund Restricted Reserves, held for 
Pensions and other employee related benefits is 12.7% of the total General Fund 
expenditures or $2.8 million.  

The total of the General Fund Operating Contingency or assigned reserves is 15% which 
reflects City Policy as shown below and complies with the Government Finance Officers 
Association of the US and Canada (GFOA) recommendation for government entities of 
meeting at least two months of operating revenues or expenditures.

Budget Stabilization Shortfall Reserve Policy
Fund balance equivalent to five percent (5%) of the City’s annual expenditures of General 
Fund are set aside annually and assigned by the City Manager as prescribed by 
Governmental Accounting Standards Board Statement No. 54, to provide for budget 
shortfalls as a result of 5% economic fluctuations in the City’s revenue base.

Emergency Shortfall Reserve Policy
Fund balance equivalent to ten percent (10%) of the City’s annual expenditures of General 
Fund are set aside annually in unassigned general fund balance as the City's emergency 
or "rainy day" fund and is subject to further appropriation by the City Council.

The remaining unassigned fund balance of $4,940,114 million represents 22.4% of total 
General Fund’s budgeted expenditures (excluding transfers).  
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Should the Council approve the recommendations listed above, the ending General Fund 
balance as of June 30, 2022, is projected to be approximately $11.7 million, which is 
about $3.5 million higher than the adopted fiscal year 2021-22 projected fund balance.

Staff will continue monitoring remaining fund balances in other City funds, specifically 
MLK, Old City Hall and Parking, as these funds are directly affected by the pandemic and 
recovery. Staff will reevaluate strategies for future use of these funds as part of the fiscal 
year 2022-23 Budget. Please refer to the attached summary schedule presented in 
Attachment 6 of this staff report for additional information on the City’s Revised fiscal year
2021-22 projected fund balances across all funds.

4. Pension History, Five-Year projection schedule as well as property and sales tax 
information

Staff has provided an excerpt from the October 30, 2021, City Council strategic planning 
session as Attachment 9. It should be noted that the uncertainty of rising pension costs 
and fluctuating fund balance is anticipated to continue for at least the next 10-15 years.

The Budget Process

The City of Sausalito prides itself on an open, inclusive, and comprehensive budget 
process that values the input of Boards and Commissions as well as various community 
partners. This process traditionally takes place over the course of several months and 
involves City Departments, as well as Finance Committee and City Council study 
sessions in which the public is invited to participate.

The staff looks forward to continuing to work with the City Council and the community to 
address any current and potential financial challenges that may lay ahead. To this end, 

Designations
FY 2021-22

Adopted Budget
FY 2021-22

Revised Budget

Fund Balance 
as a % of 

Expenditures

Beginning Fund Balance (includes pension trust) 9,960,409$                13,768,520$              
Total Revenue 20,954,116                21,465,640                
Total Expenditures 22,754,954                23,535,043                

Ending Fund Balance 8,159,571                  11,699,117                
Non-Spendable 1,368,976                  653,344                      3.0%
Restricted Reserves (for pension) 1,630,000                  2,796,502                  12.7%

Operating Contingency (assigned)

5% Budget Stabilization Policy 1,081,248                  1,103,052                  5.0%
10% Shortfall Policy* 2,162,496                  2,206,104                  10.0%

Total Designations 6,242,719                  6,759,003                  30.6%
Unassigned Fund Balance 1,916,852$                4,940,114$                22.4%

General Fund Expenditures (excluding Tranfers) 21,459,954$              22,061,043$              
Unassigned Fund Balance as a percentage 
of operating expenditures 8.9% 22.4%

City of Sausalito 
Fiscal Year 2021-22 Mid-Year Budget 

General Fund (Restricted and Unrestricted Balances)
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staff will continue monitoring the City’s financial condition and will develop or revise the 
budget assumptions based on any new information as it becomes available. 

This work may include identifying operational opportunities and efficiencies, assessing
appropriate fee structure, pursuing acceptable economic development opportunities, and 
advising on alternative revenue options available to the City and the community to
facilitate economic recovery and ensure the continuing high quality of life for the residents 
and visitors of the City of Sausalito.  

ALTERNATIVES

Not to adopt the attached resolutions adjusting the City’s fiscal year 2021-22 operating 
and capital budget.

FISCAL IMPACT

As part of the fiscal year 2021-22 mid-year review, at the April 26th City Council meeting 
the General Fund revenues and other financing sources will be recommended for
amendment to $21.2 million, an increase of $511,524 or 2.5% compared to the adopted 
budget, and General Fund total expenditures and other financing uses will be 
recommended to be amended to $23.5 million, an increase of $1.9 million or 8.8% over 
the fiscal year 2021-22 adopted budget. 

STAFF RECOMMENDATIONS

Hear City Manager update on City Finances, review City Council questions on mid-year 
financial report and provide direction to City staff for the current year budget and 
development of Fiscal Year 2022-23 Budget. 

ATTACHMENTS

1. Resolution authorizing adjustments to the FY 2021-22 Operating and Capital 
Budget

2. FY 2021-22 City Council Previously Approved Budget Amendments
3. FY 2021-22 General Fund Revenue and Expenditures Adjustments
4. FY 2021-22 Summary of Revenues and Transfers by Fund
5. FY 2021-22 Summary of Expenditures and Transfers by Fund
6. FY 2021-22 Fund Balance Summary by Fund
7. List of FY 2021-22 Inter-Fund Transfers
8. List of City Funds
9. Five Year GF Projections/Sausalito Pension History/Tax Breakdown
10.Responses to Councilmembers' Questions on Mar 22 Staff Report

PREPARED BY: Vivian Chu, Finance Director

REVIEWED BY: Mary Wagner, City Attorney 

SUBMITTED BY: Chris Zapata, City Manager
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