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STAFF REPORT
SAUSALITO CITY COUNCIL

MEETING DATE: June 3, 2022

AGENDA TITLE: Public Hearing – Proposed FY2022-23 Budget

LEAD DEPARTMENT: Finance

RECOMMENDED MOTION:

Hold pubic hearing to review the FY2022-23 City Manager’s Recommended Budget and 
provide direction for adopting the FY2022-23 Budget at the June 28th City Council meeting 
as required to meet State of California legal requirements.

_______________________________________________________________________

BACKGROUND

This proposed budget  covers all funds, however, this report has a focus on the General 
Fund as it has the largest challenge and is vital in delivering services to our community, 
businesses and visitors. 

The City of Sausalito held a special City Council meeting on June 3rd, 2022 to gain 
information and direct staff in the compiling of the FY 2022/2023 Budget. Staff received 
questions and has provided responses to City Council requests.  At the June 3d meeting 
staff was directed to include an additional $500,000 in anticipated expenses for 
homelessness. The City Council also requested staff to provide information on the 
anticipated $500,000 in homeless funds requested from Marin County and to footnote the 
budget with this information.  Staff was also directed by the City Counil to prepare a plan 
to address the structural deficit by the middle of the fiscal year. The beginning of this 
request is included in the packet as Attachment 5 - Draft City Manager Recommended 3-
Year Plan to Attach General Fund Deficit.  City staff anticipates getting significant City 
Council and public input throughout the next six months to address this vexing challenge 
of an ongoing structural deficit in the General Fund budget.

City of Sausalito’s General Fund revenues are comprised primarily of property, sales tax, 
Measure O, parking and other fees.  The sales tax and Measure O revenue streams rely 
on tourism and local spending to generate vital revenues for the City’s general fund 
resources.  The General Fund in return is used to provide a myriad of city services 
including police, public works, library, parks and libraries as well as community events.
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In 2020 City staff estimated what was termed a structural deficit of approximately $4.5 
million dollars.  This deficit was exacerbated by the COVID-19 Pandemic which has had a 
continuing impact on our nation. The City’s revenues  declined during the pandemic and 
are rebounding.  However expenditures have not declined and are increasing every year.

To maintain services the FY 2021-22 City Council adopted budget was purposeful in 
maintaining the core City workforce which delivers police, library, financial, parks, planning 
and development services.  The Council also maintained a Capital Improvement Program 
and restored community events in the recreation department. To balance this budget the 
City Council  used one time funds to fill the defict as follows:

 $1.7 million dollars American Recovery Program Act

 $1.2 million dollars from Measure O for operations

 $1 million dolars in additional revenue from the Parking Fund which had transferred $2 million in 
prior years and transferred $3 million in FY 2021-22

 $930 Thousand dollars from the General Fund Reserve.

On October 30, 2021, City Manager presented a report on the financial situation of the 
City, which projected structural General Fund’s deficits in the next five years due to costs 
of pension liability and other long term debts. Besides these expenditures, basic 
infrasuture for roads, sidewalks, buildings, stairs need approximately $99 million to keep 
up to date with repair and maintence needs.

 In early 2022 the City Council restored $1.2 million dollars to the current budget for road 
improvement projects which was taken from the General Fund reserve

In April of 2022 the City Manager provided a comprehensive assessment of factors 
impacting the City of Sausalito’s budget.  The impact of the following on the General Fund 
and the ability to balance a budget was noted:

 Rising Pension Costs from 2002 rising from $300 thousand per year to over $3 million in 2022 that 
require over 16% of the General Fund budget up front and will rise in the coming years.

 Debt Service Costs for Police, Fire Stations and significant park improvements that total over $1.5 
million dollars from the General Fund to service the debt and will rise in the coming years.

 The City Manager also highlighted a larger reliance on sales tax due to the voter approved election 
to move the Fire Department to the Southern Marin Fire District and transfer of stable property tax 
dollars to Southern Marin.  With this decision the City General Fund is subject to volatility as well as 
the sunset of Measure O.

The City Council mindful of these one time revenues used to balance the budget and the 
uncertainty of COVID has applauded past City Council’s and administration for saving 
funds and creating 115 Trusts for use in emergencies and employee related costs such as 
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pensions.  To slow the depletion of General Fund reserves the following City Council 
initiatives were approved:

1. Downsized City Manager Office eliminating the Assistant City Manager position
2. Lowered the City Manager compensation package
3. Continued Freeze on two Police Officer positions
4. Discontinued Virtual Gov Finance Contract after 5 months
5. Reorganization of Parks and Recreation Department to phase out Parks & Recreation Director 

position and downsized Recreation Superintendent position to Recreation Coordinator

To assist the City in capturing, efficient use of funds and gaining revenues the City Council 
approved:

1. Rebuild of the Finance Department to a traditional model with in house versus contracted staff
2. Provided $300,000 in seed money to the Economic Development Advisiory Committee to market 

and create economic activities in Sausalito
3. Completion of FY 2020-21 Audit by independent 3rd party consultant
4. Hiring of three grant resources including California Consultanting
5. Hiring of a contract Property Manager to manage City land portfolio
6. Hiring of firm to provide pension obligation update – Bartel & Associatees
7. Hiring of Financial Advisory team of NHA Advisors & Legal services by Brian Quint

8. Authorize the City Manager to review Measure O for potential ballot placement in November

On April 30, 2022, City Council adopted the mid-year budget revision with projected
General Fund deficit of $2 million due to transfer of $1.2 million of Meausre O fund to 
capital project fund, unexpected homeless related, and other higher than expected 
expenditures.

Further, the City Manager provided current balances in the following funds:

 5% Budget Stabilization set aside at $1,103,052

 10% Emergency Short fall set aside $2,206,104

 22% Undesignated General Fund Reserves $4,780,435

 Total funds available to potentially plug General Fund gap in 22/23 Budget are $8,089,591.

 115 Trust Funds which are available in a limited fashion include $2,561,288 in the Pension Trust 
Fund.

DISCUSSION

The above initiatives will result in savings in the FY 202223  budget year (position and 
contract changes) and may provide interest earnings and savings in the future.  Despite 
these efficiency measure and improving sales, TOT and property taxes the budget 
exercise and the structural deficit are stubborn and real.  The Finance Department and 
City Manager worked with Departments to close a point in time budget gap of over $4 
million dollars in the upcoming budget cycle.  After going through two line item budget 
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reviews of every account in the City on the expenditure and revenue side, we have closed  
the gap to $3.2 million in the General Fund.   

Some key Budget assumptions and takeaways in the $3.2 million dollar gap scenario:

 Service levels and City staff in this budget scenario are at status quo/existing levels

 No General Fund reductions are sought in the Capital Improvement Program as these costs rise with 
inactivity, lack of maintenance or replacement

 Costs related to homelessness are acknowledged but not included due to work being done with 
Marin County and the commitment by the County Manager to place $500,000 in the County Budget  
for Sausalito’s homeless needs as well as potential matching funds from the State of California

 Unanticipated Costs related to litigation are not included

 Potential costs of expiring labor contracts are not included

 Outside assistance for Audit support of $400,000 will not be programmed and handled  in house

The FY2022-23 City Manager’s Recommended Budget includes substantial expenditure 
cuts and use of transfers from other funds. All training, conferences, and meeting 
expenditures are cut. Finance is also trying to be self-sufficient by not hring any consultant 
in the next fiscal year, which provides an estimate of $400 thousand in savings in the 
Finance Department alone.  These reductions allow the City to lessen the budget shortfall 
immediately, while continuing to provide key services to the general public.  The structural 
deficit identified at over $4 million dollars was lessened as a result.  The City Manager 
recommendation to use $3.2 million in one time money from the City’s unassigned 
General Fund reserve in lieu of service and staff cuts will allow for continued service levels 
this year.  It is understood that this is not sustainable nor desirable.

General Fund Budgeted Revenues

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 total estimated General Fund revenues is $20.2 million. The following table 
demonstrates General Fund revenues for the fiscal year 2022-23 budget.
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 Property Tax is the City’s largest revenue source. Due to the over-estimated of 
$730K in property tax revenues during the mid-year budget ($6.7 million), 
compared to previous three years’ average of $$5.9 million, the budgeted property 
tax revenues show a decreased of 11%. The estimated property tax revenues are
based on HdL’s projection report, and it is about $14.5 thousand higher than the 
previous three years’ average.

 Business License Tax receipts are estimated to increase by $389 thousand, or 
41% compared to mid-year budget. The business license receipts are mostly based 
on local business gross receipts and we expect the economy is getting better in the 
next fiscal year. 

 Intergovernmental revenues are estimated to decrease by $1.7 million, or 97% 
due to the one time ARPA (American Rescue Plan Act) fund that we don't expect to 
receive any more.

Description
FY2021-22 

Revised Budget
FY2022-23  

Budget
Change in 

Balance
Change in 
Balance %

Revenue
Property Tax $6,708,296 $5,993,698 ($714,598) -11%
Sales & Use Tax $4,358,000 $4,454,040 $96,040 2%
Transient Occupancy Tax $2,081,614 $2,139,224 $57,610 3%
Franchise Tax $820,000 $780,600 ($39,400) -5%
Business License $1,695,500 $2,079,000 $383,500 23%
Planning Revenues $178,260 $192,810 $14,550 8%
Intergovernmental $1,744,404 $53,304 ($1,691,100) -97%
Fees for Services $72,300 $67,300 ($5,000) -7%
Fines $450,000 $265,859 ($184,141) -41%
Interest Earnings $50,000 $70,018 $20,018 40%
Rentals $324,000 $344,000 $20,000 6%
Miscellaneous Revenue $60,000 $79,177 $19,177 32%
Recreation Revenues $544,700 $549,500 $4,800 1%
Building Revenues $693,566 $693,566 - 0%

Revenue Total $19,780,640 $17,762,096 ($2,018,544) -10%

Other Financing Sources
Interfund Transfers In $1,425,000 $2,425,000 $1,000,000 70%

Other Financing Sources Total $1,425,000 $2,425,000 $1,000,000 70%

Grand Total $21,205,640 $20,187,096 ($1,018,544) 60%

FY2022-23 General Fund Revenues Budget
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 Fines revenues are estimated based on annualized the actual amount received in 
current fiscal year to decrease by $184 thousand, or 41% compared to mid-year 
budget.

 Interest Earnings are estimated to increase by $20K, or 40% due to rising interest 
rates.

 Miscellaneous Revenues are projected based on annualized amount to increase 
by $19 thousand, or 32% compared to mid-year budget.

 Interfund Transfers In is projected to increase by $1 million, or 70% due to the 
budgeted transfer from Parking Fund to General Fund was increased to $2 million 
compared to $1 million for current fiscal year.

General Fund Budgeted Expenditures

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

Description

FY2021-22 
Revised 
Budget

FY2022-23  
Budget

Change in 
Balance

Change in 
Balance %

Expense
Salaries & Benefits $13,186,098 $13,563,925 $377,827 3%
Professional Services $5,942,896 $5,236,217 ($706,679) -12%
Supplies and Materials $393,754 $359,621 ($34,133) -9%
Conference & Training $111,946 $59,175 ($52,771) -47%
Capital Outlay $360,000 $533,117 $173,117 48%
Misc. Expenditures $2,049,359 $2,391,522 $342,164 17%
Debt Service Exp. $16,989 $1,783 ($15,206) -90%

Expense Total $22,061,042 $22,145,361 $84,319 0%

Other Financing Uses
Transfers Out $1,460,000 $1,278,000 ($182,000) -12%

Other Financing Uses Total $1,460,000 $1,278,000 ($182,000) -12%

Grand Total $23,521,042 $23,423,361 ($97,681) -12%
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 Salaries and Benefits

Salaries & benefits (include retiree benefits) projections are based on the normal 
annual salaries increase. The estimated budget for salaries & benefits expenses 
increased by $378 thousand, or 3% compared to the mid-year budget in the general 
fund.

 Professional Services

The budget for professional services was reduced by $707 thousand, or 12% 
compared to mid-year budget for due to discontinue the contract with VirtualGov 
seven months early. Finance is also trying to be self-sufficient by not hring any 
consultant in the next fiscal year, which provides an estimate of $400 thousand in 
savings.

 Conference & Training

Conference and training expenditures are estimated to deacrease by $53 thousand, 
or 47% compared to mid-year budget. This is because all non essential/mandatory
travel, training, memberships and conferences are suspended.

 Capital Outlay

Capital outlay expenditures are increased by $173 thousand, or 48% due to three 
new vehicles needed to replace the old vehicles in Public Works and Parks & 
Recreation.

 Debt Service 

Debt Service expenditures are estimated to decrease by $15 thousand, or 90% due 
to MERA’s (Marin Emergency Radio Authority) 2007 bank note was fully paid off in 
fiscal year 2022.

FY2022-23 Projected General Fund Balance and Budgetary Reserves

The Recommended FY2022-23 Budget presented in this packet indicated a General Fund 
Deficit of $3.2 million that already includes $2 million transfer in from Parking Fund, $225 
thousand from Sewer Fund, and $200 thousand from Tidelands Fund. The $3.2 million 
deficit doesn’t include the capital projects that may need General Fund’s transfers if 
approved by City Council.

In the absence of the formal policy for the undesignated General Fund balance, the City 
Council has a tough choice to make between deciding as a group on their comfort zone for 
the unrestricted fund balance percentage in light of considering saving any of the 
presented service cuts for the benefit of the organization and the overall Sausalito 
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community. The City Manager Recommended Budget provides the Council with an 
opportunity for this policy discussion, just as it offers a number of competing budget 
reduction options to consider and from which to choose. 

The City’s Fund Balance Policy identifies fund balances (or reserves) which fall into the 
following categories: non-spendable items or portions of fund balance that cannot be 
liquidated, restricted amounts for use by outside agencies, committed amounts by Council 
action such as emergency /contingency reserves and assigned balances to pay off 
unfunded liabilities and to fund infrastructure improvements. 
The total of these restricted reserves and operating contingency is projected to be $6.7
million leaving an unassigned projected balance of $1.8 million. In accordance with GASB 
Statement No. 54 requirements and the City policy, the Council established the following 
designations or contingencies of General Fund Committed Balance. 

 Budget Stabilization Shortfall Reserve of 5% of operating expenditures ($1.1
million)

 Emergency Shortfall Reserve of 10% of operating expenditures ($2.2 million)

During the Mid-Year Budget review, staff reported a projected FY2021-22 General Fund 
deficit of $2 Million.The chart below demonstrates the projected General Fund balance.
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The City Manager’s Recommended Budget assumes the City Council desires to maintain 
service levels and therefore the budgeted 72 full time equivalent positions :

 FY2022-23 Reccomended Budget using the undesignated reserve fund balance of 
$3.2 million. In this scenario, the ending undesignated General Fund balance is 
approximately $1.8 million dollars. Coupled with the 5% and 10% Budget 
Stabilizataion fund and Shortfall fund the City would retain approximately $5.1
million dollars in these combined funds which exceeds the two month operating 
threshold recommended by finance organizations. 

City Manager’s Recommendations for the FY2022-23 Budget

The goal of any budget process is to develop the City’s budget by completing a full 
analysis of the City’s revenue structure and current service level to identify necessary 
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service increase and/or reduction options, which, when combined, will reach a balanced 
budget as required by law. Under the zero-based budget, we considered each budget 
program in light of potential alternatives and priorities to allow the City to redirect efforts 
and funds from lower priority to higher priority programs. Given this year’s significant 
anticipated budget deficit, all department heads knew going into the budget process that 
the prospects for new programs not mandated were not likely.
.
The proposed FY2022-23 General Fund Budget results in a deficit of $3.2 million, which 
includes $500 thousand related to homelessness expenditures. Staff is seeking Council 
direction on the desired level of General Fund reserve balance.  

In the case of unspent fund allocated to community groups by the City Council, or any one 
time request for fund not identified in the budget – these requests should be reviewed and 
analyzed by the City Manager who can make a recommendation to solve within the 
existing budget if within the City Manager approval authority of $30,000.

The City Manager recommendation is to use one time money from the reserves in 
the amount of up to $3.2 million dollars for FY 2022/23 which still provides for a 23% 
reserve for General Fund emergencies on a go forward basis.

The staff looks forward to continuing working with the City Council and the community in 
the upcoming year and will continue monitoring the City’s financial condition. We will 
revise the budget assumptions based on any new substantial information as it becomes 
available, to address any future financial challenges, identify operational efficiencies, 
pursue appropriate economic development opportunities and advise on alternative 
revenue options available to the community to restore and preserve the high quality of life 
for the residents and visitors of the City of Sausalito.

We look forward to receiving the Council’s input and direction on any changes to the City 
Manager’s Recommended Budget, to allow staff to finalize the FY2022-23 proposed 
budget across all funds that will be presented to Council on June 28, 2022.  

FISCAL IMPACT

Depending on scenarios and Council direction up to $3.2 million one time funds from the 
City General Fund undesignated reserve which would lessen the amount available in the 
one time General Fund undesignated reserve fund future years unless replenished. 

STAFF RECOMMENDATIONS

Review the FY2022-23 City Manager’s Recommended Budget and provide additional 
policy direction for preparation of the FY2022-23 to be presented at the next regular 
scheduled meeting of June 28, 2022.
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ATTACHMENTS

1. FY2022-23 City Draft Budget 
2. FY2022-23 General Fund Budget
3. FY2022-23 Proposed Capital Improvement Program
4. FY2022-23 Recommended Detail Budget
5. Draft City Manager Recommended 3-Year Plan to Attack General Fund Deficit

PREPARED BY: Vivian Chu, Finance Director
REVIEWED BY: Chris Zapata, City Manager
SUBMITTED BY: Chris Zapata, City Manager


