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Discussion and Consideration of the City of Cloverdale Draft Budgets for the Fiscal Years 2022/23 and 2023/24 

_______________________________________________________________________________________ 

Recommended Council Action(s): 
Review and provide direction to staff on the Draft Fiscal Years (FY) 2022/23 and 2023/24 City of Cloverdale 
Operating Budget.   
________________________________________________________________________________________ 

Background: 
A formally articulated budget and sound fiscal policies provide the foundation for assuring the City’s long-
term fiscal sustainability. The first line of defense in adverse economic circumstances is a robust budget 
reserve policy. The City’s budget reserve policy provides the City Council the flexibility to make changes in 
the organization to adjust to budgetary impacts. Maintaining minimum fund balances based on the annual 
expenditures in accordance with reserve levels set by City policy, allows the City to continue operations and 
projects while responding to short-term problems and provides breathing room to address longer-term 
problems, while comprehensive response plans are developed.  

In March 2021, an update to the City’s long-term financial forecast was presented to the City Council that 
provided a view of the City’s long-range financial situation. Understanding the City’s financial forecast was a 
major step in the process of identifying strategies to support the City’s long-term financial well-being. 
Major takeaways from the financial forecast included: 

1. The City’s financial situation should be an ongoing concern. 
2. Current spending trends cannot continue without significant cost reductions or revenue increases. 
3. Revenue enhancement and expenditure reductions should continue to be a priority 

The budget takeaways were developed based on financial projections for the ensuing five-year period and 
identified projected revenue increases under normal operating conditions were insufficient to keep pace with 
growing cost factors. The long-term budget concerns were tempered with potential events and outcomes 
that could improve (e.g., increase revenue) or worsen (e.g., extreme events) the Financial Forecast.  In March 
2020, the State and County declared a local emergency due to a global pandemic caused by COVID-19 and 
issued a Shelter in Placer Order that generated an unprecedented negative economic impact to the state and 
local economy and disrupted historical revenue projections for the city.  
________________________________________________________________________________________ 

Summary: 
A Draft Operating Budget covering two fiscal years beginning July 1, 2022, and ending June 30, 2024, was 
prepared for consideration by the City Council. The approximate $20 Million annual budget is expected to 
fund all City operations, projects, and programs. This is the first year that the City has developed and 
considered a two-year budget.  The Goal of a two-year budget process is as follows:  

• Save time and Effort - Two-Year budgets are intended to make strategic use of City Council time 
spent reviewing the budget and staff time preparing an annual budget 
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• Reinforce long term fiscal health - Broadening the time horizon for the City’s finances (revenues 
and expenditures) from 12 months to 24 months. 

Budget Goals: 

Budget goals were discussed by the City Council during the March 10th goal-setting discussion. The Draft 
two-year budget was developed based on the budget goals set forth by the City Council and is based on the 
current work plan and service delivery model. The FY 22/23 and 23/24 Budgets were developed based on a 
work plan-based approach (what we do) to why (achievements/intended outcomes). The budget working 
goal has been to maintain a sustainable operational budget, and budget for expenses at a level that enables 
the City to maintain the minimum required reserve balances in accordance with adopted reserve policies 
while continuing to plan and prepare for the future.  

Fund Balance Overview 

Staff prepared a draft budget for Council review, which identifies the beginning and ending Fund Balance 
and proposed revenue and expenditures for all City funds: 

• General Fund – Fund 100 
• Retirement Fund – Fund 200 
• Inclusionary Housing Fund – Fund 205 
• Road Maintenance & Rehabilitation Fund – Fund 209 
• Gas Tax Fund for Street Maintenance - Fund 210 
• Special Purpose funds – Fund 211-225 
• Landscape & Lighting Districts – Fund 231-237 
• Water Enterprise – Fund 600 
• Sewer Enterprise – Fund 700 
• Airport Fund – Fund 670 
• Impact Fees – Fund 500-515 

 

Summary of Fund Balances – General Fund 

Due in part to conservative revenue projections and fiscal restraint, the FY 2020/21 audit completed in 
March 2022 identified a General Fund balance of $6,203,607, an increase of $1,121,185 from the prior 
year’s fund balance of $5,082,415. The estimated ending general fund balance for the current fiscal year is 
$6,635,004, an increase of approximately $431,000 from the prior fiscal year.  The anticipated increase in 
the year-end general fund balance for the current fiscal year (2021/22) is largely attributable to the receipt 
of the American Rescue Plan Act (ARPA) Funds in the amount of $1,035,350 which were deposited into the 
General Fund (Fund 260).  

The estimated ending fund balance for the current fiscal year (2021/22) is the beginning fund balance 
identified in the FY 2022-23 budget. The estimated ending fund balance for the fiscal year 2022/23 is 
expected to decline by $645,952 to $5,989,052 and decline further in the fiscal year 2023/24 by $865,752.  
The total project fund balance on June 30, 2024, is $5,123,300 a decline of $1,511,704.  
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General Fund Revenue 

Major revenue sources including sales tax and transient occupancy tax are expected to continue to recover 
from downturns that were due to the impact of the COVID-19 pandemic during the previous fiscal years (FY 
2019-20 and 20-21). Sales tax revenue is forecast to increase 4.8% from $ 1,181,000 in FY 22/23 to 
$1,238,000 and increase 3.3% to 1,279,000 in FY 23/24. Property taxes are expected to grow at slow to 
modest rates (2% annually) while Utility User Tax revenues are forecast to increase 5% annually. Cannabis 
revenue is forecast to decline approximately 72% due to recent changes in the cannabis excise taxes.  

Fund Balance Reserves  

During the fiscal year ending June 30, 2023, staff is projecting the use of approximately $0.647 Million in 
reserve balances to close the gap between revenue and expenditures in the General Fund. The total 
projected general fund, fund balance at the end of the FY 2022/23 is $5,989,052 representing an estimated 
56% general fund reserve balance. A similar fund balance reserve is forecast for FY 2023 /24.  

In addition to the general fund, utilization of unencumbered reserve balances (fund balances) will be 
required to close operational deficits in the Water and Sewer Enterprise Funds. Nonetheless, all reserve 
balances are proposed to be within established reserve policies (with the exception of some fund balances 
within certain zones of the Lighting & Landscape District).  

May 4th Budget Workshop: 

The City Council held a budget workshop on May 4th. An update to the City’s financial forecast was 
presented at the Budget Workshop on May 4, 2022, along with a highlight of major budget changes and 
planned expenditures.   During the budget workshop, amendments to the draft budget were requested that 
added to the budget including: 

Parks: 

1. Purchase a Woodchipper - $70,000. 
2. Increase the budget for the purchase of a dump truck - $60,000. 
3. Purchase Security Cameras with the ability to record - $6,000. 

Streets: 

1. Increase the budget for striping and maintenance to $200,000 through a transfer of $100,000 
Measure M (Streets Maintenance Funds) to cover the additional expenditures. 

Administration: 

1. Mayor and Councilmembers Association part-time clerk - $6,200 
2. Increase Information Technology (IT) related expenditures - $20,000. 

Other Potential Budgetary Requests Not included in the Draft Budget 

The draft operating budgets for FYs 2022-23 and 2023-24 do not include other potential expenses including 
the following: 

1. The addition of a 10th Police Officer to the Police Department Personnel budget 
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2. The addition of a Parks Maintenance Aid to the Parks Budget 
3. The cost of any potential Cost of Living Adjustments or other employee’s salary or compensation 

increases. 
4. The cost of a Water Operator in Training (WIT) in the Water Enterprise budget. 

All of the above-listed items would impact fund balance levels if added to the budget.  

Next steps: 
 
Staff recommends that the City Council review and provide direction to staff on the Draft FYs 2022/23 and 
FY 2023/24 City of Cloverdale Operating Budgets.  Following the Council review of the Draft Budgets on May 
25, staff proposes to submit the proposed Final Budget to Council at its regular meeting on June 8, 2022, for 
adoption. If further revisions to the budget are requested or desired at that time, the Council can adopt the 
budget on June 23rd to ensure the budget is adopted prior to the start of the new fiscal year.  
________________________________________________________________________________________ 

Options: 
 

1. Provide staff with recommended changes or updates to the Draft Fiscal Year 2022-23 and 2023-24 
City of Cloverdale Operating Budget and direct staff to bring back final for approval on June 8, 2022; 
or 

2. Provide direction to staff to bring the Final version “as-is” on June 8, 2022; or 
3. Recommend staff to conduct further evaluation of the Draft Fiscal Years 2022/23 and 2023/24 City 

of Cloverdale Operating Budgets and bring the budget back for additional discussion on June 8, 2022, 
for final adoption on June 22, 2022. 

________________________________________________________________________________________ 

Subcommittee Recommendation: 
None 
________________________________________________________________________________________ 

Budget/Financial Impact: 
Approval of the Final budget will establish the budget authority for the Fiscal Years 2022/23 and 2023/24.  
 

Attachments: 
1. Budget Goal Statements for Fiscal Year 2022/23 and 2023/24 
2. Draft Fiscal Years 2022/23 and 2023/24 City of Cloverdale Operating Budget  

 
 


