
STAFF REPORT
SAUSALITO CITY COUNCIL

MEETING DATE: April 30, 2019

AGENDA TITLE: Mid-Year Review and Adoption of Resolution to Adjust 
the Fiscal Year 2018-19 Budget

LEAD DEPARTMENT: Administration

RECOMMENDED MOTION:
Adopt the attached Resolution to adjust the FY 2018-19 Operating and Capital budget. 

BACKGROUND

The Finance staff completed a Mid-Year Budget review and is proposing adjustments to 
the FY 2018-19 Adopted Budget. 

The purpose of the mid-year budget review is to conduct analysis of 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, business or 
political conditions. Mid-year budget review is also a segue to the new budget process, as 
we will use the mid-year analysis to develop the base budget assumptions in preparation 
for the FY 2019-20 Council study session in May.

The following methodology was used for the mid-year budget analysis: the year-end 
estimates in operating revenues and expenditures in excess of the adopted budget by 5% 
and $10,000 were considered material in nature and are being proposed for a budget 
adjustment. The year-end estimates in the Mid-Year Financial Analysis will be revisited in 
the development of the FY 2019-20 budget and significant and material changes will be 
presented as part of the FY 2019-20 budget presentation.

DISCUSSION

This fiscal year 2018-19 Mid-year Budget report will focus on the following key objectives:

1. Requesting necessary corrections to the FY 2018-19 Adopted Budget Resolution 
totaling net of $2,059,500, to account for all FY 2018-19 Proposed Budget 



recommendations that were reflected in the budget presentation, but omitted in the 
FY 2018-19 Adopted Budget resolution (Attachment 2).   

2. Updating City Council on the status of revenues and expenditures within the FY 
2018-19 General Fund Revised Budget. Requesting total revenue adjustments to 
the FY 2018-19 General Fund of $282,434 (Attachment 4) and appropriation 
adjustments of $2,033,781 (Attachment 5), including correction items of $1,208,594
listed in Attachment 2; $34,549 in year-to-date budget appropriation adjustments 
and transfers that were previously approved by Council throughout the year 
presented in Attachment 3, and proposed mid-year adjustments of $790,638
presented below.

3. Updating City Council on the status of revenues and expenditures within the FY 
2018-19 Non-General Fund Revised Budget and requesting adjustments to the FY 
2018-19 non-general (Other) Funds Revenues totaling $5,745,676, of which
$3,962,909 were omitted in the budget resolution (Attachment 2); $799,510 was 
previously approved by City Council year-to-date (Attachment 3) and $983,257 are 
being proposed for mid-year adjustments as presented below. The total expenditure 
adjustments of $6,055,911 include $4,815,909 in corrections to the budget 
resolution (Attachment 2); $855,157 in previously approved items (Attachment 3), 
and requested mid-year adjustments of $384,845 listed below.

4. Updating Council on the projected fund balance structure through June 30, 2019
(Attachment 6);

5. Preparing for the FY 2019-20 Budget Process.

The FY 2018-19 Operating and Capital Budget was adopted as a balanced budget, 
meaning that the City’s operating expenditures do not exceed general revenues. After 
completion of the mid-year analysis, staff is pleased to report that the Revised FY 2018-
19 budget continues to be on track. The FY 2018-19 Revised General Fund budget is 
$17,396,585 in revenue and $17,075,022 in operating expenditures, excluding capital 
transfers of $1,927,400.

City-wide revenues across the funds are projected to increase by $6,028,110 (net of inter-
fund transfers), of which $3,962,909 were listed in Attachment 2; $803,681 were
previously approved by City Council year-to-date (Attachment 3) and $1,261,520 are 
being proposed for mid-year adjustment primarily due to CIP related inter-fund transfers
and increase in actual revenues in the City’s parking fund, gas tax, and projected 
increase in Transient Occupancy Tax (TOT) revenues generated from the four hotels 
located in the City. 

1. Adjustments to the adopted budget resolution for FY 2019-20 Budget 

During the preparation of the FY 2018-19 Mid-year budget review, we found a number of 
discrepancies between the FY 2018-20 Recommended Budget as presented in the final 
budget presentation during the budget adoption and the figures included in the FY 2018-
20 Budget resolution, adopted by City Council on June 26, 2018. After a comprehensive 
research and analysis, Finance staff prepared a list of necessary adjustments to correct 
the adopted resolution in order to tie it to the FY 2018-20 Recommended Budget as 



presented and adopted by City Council. The list of these adjustments is presented in 
Attachment 2 to this staff report.

2. Status of General Fund Revenues and Expenditures in FY 2018-19 Revised Budget

FY 2018-19 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 registration, and current fees for services. 

The revised estimates for General Fund revenues are projected to be $17,396,585 or 
$282,434 (2%) higher than the Adopted Budget of $17,114,152. 

FY 2018-19 General Fund Revenues Adjustments for Council Approval

The following revenues are projected to reflect material changes over the FY 2018-19
Adopted Budget, and recommended for budget adjustment:

 Transient Occupancy Tax (TOT) is a third largest revenue source for the City and 
is projected to increase by $84,000 or 5% primarily due to a new tax rate of 14% 
that went into effect as of January 1, 2019, and the overall favorable economic 
conditions and tourism in the area.

 Charges for Services revenues projections are projected to increase by $49,000 or 
50% due to the increase in building and planning fees in Community Development 
along with additional collection in vehicle release fees by the Police Department.

 Revenues for fines are projected to increase by $68,000 or 14% due to increase in 
issuance of Municipal Code Fines and Citations. 

 The remaining General Fund revenue adjustments include increase in rental 
revenues for MLK playground structure and the Art Festival reimbursement with 
the offsetting expense on the appropriation side not included in the original budget.

FY 2018-19 General Fund Expenditures

FY 2018-19 General Fund Expenditures Adjustments for Council Approval

Expenditure projections were reviewed based on two categories: personnel costs and 
general government program budget, as described below. Personnel cost projections are 
based on the most current payroll cost and calculated for the remainder of the fiscal year. 
Although we are projecting some salary savings due to vacancies throughout the year, 
they are partially offset by the increase in the professional services, therefore we are not 
recommending any mid-year adjustments to the personnel budget.

Overall, FY 2018-19 General Fund operating expenditures are amended to $19,002,422, 
an increase of $2,033,781 (11%) higher than the Adopted Budget of $17,089,051. This is 
primarily due to the inter-fund transfers related to CIP program and additional contribution 



to the Pension Trust in the Employee Benefits fund listed in the Attachment 2 and the 
mid-year adjustments listed below.  

Staff Adjustments to Budget

During the mid-year budget review process, staff makes a number of minor cleanup 
changes and adjustments within the department’s budgets. Money is moved from various 
individual line-items with savings to other line items within a department budget. This is 
done when a line item may go over its original budget amount. These changes are 
considered routine as they have minimal effects on the overall General Fund and Non-
General Fund budgets and remain within the Council approved funding levels of the FY 
2018-19 Annual Operating Budget.

In addition to the discrepancies noted in Attachment 2, staff also found several expense 
accounts with negative appropriation totaling $152,000. These line-items were corrected 
and reversed during the mid-year budget review, which affected the overall general fund 
expense budget by this amount.

Previously Approved Changes to the FY 2018-19 Budget

At every Council meeting, staff brings agenda items for Council’s consideration and 
approval. Some of these items require amendments to the original budget. During the 
mid-year budget review process, Finance staff incorporated all previously approved 
budget amendments year-to-date into the Revised Budget. These adjustments increased 
the General Fund appropriation by $34,549, as further described in Attachment 3.

General Fund Expenditure Appropriation Adjustments for Council Consideration –

The following expenditures of $790,638 are projected to reflect material changes over the 
FY 2018-19 Adopted Budget, and recommended for budget adjustment:

 Professional services expenditures are projected to increase by $169,000 over the 
budget, primarily due to originally under-budgeted professional services in 
Administration and Public Works/Engineering Departments. Adjusting this budget 
category would provide adequate funds to backfill vacancies and fund some of the 
key consulting services contracts with Maze & Associates, Miller Pacific 
Engineering Group, Transportation Authority Marin and Pacific Slope Tree Coop. 

 Operating expenditures are projected to increase by $200,000 over the budgeted 
amount, primarily due to an increase in under-budgeted banking services 
expenditures related to merchant fees and an increase in postage, committee and 
commissions budget, animal control service contract, water utility rates and not 
budgeted art festival reimbursable expenses mentioned above. 

 Repairs and Maintenance of buildings are projected to increase by $45,000 over 
the budgeted amount primarily due to the office renovation in the Administrative 
Services area of City Hall.

 Computer Maintenance Contracts expenditures budget was erroneously eliminated 
from the FY2018-19 and is proposed to be amended by $104,000 to cover the cost 
of the on-going network and desktop support contract with Marin IT. 



 Staff also recommends to fund an additional transfer out to the Workers 
compensation fund of $120,400 to account for the actual cost of the FY2018-19 
workers compensation program. The workers compensation budget has been 
underfunded in the last several years, resulting in a current negative fund balance 
in this fund. 

3. Status of Non-General Fund Revenues and Expenditures in FY 2018-19 Revised 
Budget

Non-General Funds include the following categories: 

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

 Debt Service Funds

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

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

Non-General Fund FY 2018-19 Revenues

In the Adopted FY 2018-19 Budget, these revenues comprise $12,397,902 or 42% of the 
City’s $29,512,054 total revenue budget. The non-general fund revenues are projected to 
increase by $5,745,676 or 46% to $18,143,579. This increase is mostly due to transfers 
from General Fund to various CIP funds as listed in Attachment 2, adjustments and 
transfers previously approved by the Council as listed in Attachment 3 and proposed mid-
year adjustments as listed below.  

Non-General Fund Revenues Adjustments for Council Approval

The following non-General Fund revenues are projected to reflect material changes of 
$828,000 over the FY 2018-19 Adopted Budget, and recommended for budget 
adjustment:

 Parking Revenue is projected to increase by approximately $254,000 over the
budgeted amount for FY2018-19, primarily due to increase in usage of the City’s 
four main parking lots, along with increases in bicycle parking revenues, meter 
collections and parking permits.

 Gas tax is projected to increase by $107,000 over the budgeted amount for 
FY2018-19 due to increase in gas prices and based on receipts from the State. 

 County Measure A is projected to increase by $221,000 over the budgeted amount 
of $80,000 for FY2018-19.

 Other increase in revenues is due to inter-fund transfers, receipt of Zero Waste 
Grant and interest allocation on Investments that were not included in the original 
budget. 



Additional information on individual non-general fund categories is presented in 
Attachment 4.

Non-General Fund FY 2018-19 Expenditures and Transfers

Non-General Fund expenditures comprise $19,579,568 or 53% of the City’s $36,668,619 
total adopted expenditure budget. These expenditures are proposed to be amended by 
$6,055,911, out of which $4,815,909 are mostly related to inter-fund CIP transfers, 
including MLK, Southview and Dunphy Park capital project that were omitted in the 
budget resolution (Attachment 2), $855,157 were previously approved by the City Council 
year-to-date (Attachment 3) and $384,845 are being proposed for mid-year adjustments 
bringing the total revised non-general fund expenditures and transfers to $25,791,481. 

Non-General Fund Expenditure Appropriation Adjustments for Council Consideration

 The appropriation of the Worker’s Compensation expenditures are projected to 
increase by $120,000 over the budgeted amount due to the originally under-funded 
budget and transfer from General Fund that did not cover the claims expenses.

 Professional Services expenditures are projected to increase by $137,000 over the 
budgeted amount in the Parking fund. This is primarily due to the fees paid to 
Sausalito Bike Return, LLC, T2 Systems Canada, IPS and Serco that are partially 
offset by the increase in parking revenues described above.

 Additional expenditures related to street improvements CIP projects in General 
Capital Funds

 Miscellaneous expenditures of $40,000 in Tidelands Sewer Operating and 
Tidelands funds, as well as non-COP miscellaneous expenditures in General 
Capital fund of $85,000, including re-appropriation of the FY2017-18 storm drain 
budget of $50,000 that was not rolled-over into the FY 2018-19 to account for the 
current year’s incurred expenditures for storm drain replacement.

4. Projected Fund Balance Structure 

Should the Council approve the recommendations listed above, the ending General Fund 
balance as of June 30, 2019 is projected to be approximately $9,342,049 which is only 
$483,898 lower than the FY 2018-19 adopted projected balance of $9,825,947. This is 
due to overall better than expected performance in general revenues in FY 2017-18 and a 
number of prior year clean-up adjustments made during the year-end and audit process 
that resulted in the increased audited FY 2017-18 ending General Fund balance of 
$10,972,987.  

The FY 2018-19 revised budget amounts have been updated from the adopted budget 
figures following the independent audit of FY 2017-18. Under GASB 54, this balance is 
made up of the following components: 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 is projected to be $6,283,399 leaving an unassigned 
projected balance of $3,058,650.  The total fund balance of $9,342,049 equates to 55%
of the General Fund operating expenditures (excluding capital transfers). Although, this 
figure shows some decrease from the FY 2017-18 Actual level, it is still above the 
Government Finance Officers Association of the US and Canada (GFOA) 
recommendation for government entities, and is a good indicator of the City’s strong 
financial position.

Please refer to the attached summary schedule presented in Attachment 6 of this staff 
report for additional information on the City’s revised FY 2018-19 projected fund 
balances.

5. Preparing for the FY 2019-20 Budget Process

Last week, the Finance staff issued budget instructions to all departments for the 
revisions to the FY 2019-20 Budget, the second year of the two-year budget cycle. 
Finance staff is now working closely with the City Manager and all departments to 
develop budget factors and assumptions that will be used to prepare the FY 2019-20
Budget. 

Staff will be applying the modified zero-base budgeting methodology in reviewing the FY 
2019-20 budget. Each department will be provided their Base Budget expenditure 
allotments consistent with the FY 2018-19 revised budget at the current service levels, 
adjusted by known personnel salary and benefit increases, and inflationary increases for 
most operational expenses. Each department will also be given an opportunity to submit 
prioritized program changes for service level enhancements or reductions to the base 
budget consistent with the Council’s vision for the FY 2019-20 strategic service priorities. 

The goal of this budget process is to develop the City’s budget by completing a full 
analysis of the City’s current service level to identify necessary and desirable service 
increase and/or reduction options, which when combined, will reach a balanced and 

Designations
Actual

2017-18 *
Adopted Budget 

2018-19**
Revised Budget 

2018-19
Beginning Fund Balance 9,578,722$        10,947,886$                       10,947,886$                    
   Total Revenue 17,244,375       17,114,152                    17,396,585
   Total Expenditures 15,875,211       17,089,051                    19,002,422

   Ending Fund Balance 10,947,886 10,972,987 9,342,049
Non-Spendable*** 1,855,928 1,962,157 2,221,522
Required Reserves*** 1,460,581 1,450,624 1,450,624
Operating Contingency
Mudslides Cleanup Designation 50,000 50,000 50,000
5% Budget Stabilization Policy 726,561 779,333 853,751
10% Shortfall Policy 1,453,121 1,558,665 1,707,502

Total Designations 5,546,191 5,800,779 6,283,399
Undesignated Fund Balance 5,401,695 5,172,208 3,058,650

Operational Expenses 14,531,211 15,586,651 17,075,022

Ending Fund Balance as % of  Op. Expenses 75% 70% 55%

GENERAL FUND (RESTRICTED & UNRESTRICTED BALANCES)



sustainable budget. To this end, the City Manager will formulate a packaged budget 
recommendation of service enhancements and/or reductions for City Council to consider. 

The staff recommendations will be based on several factors, including the Council’s FY 
2019-20 priorities, the City’s strategic plan, staffing capacity and potential impact to the 
overall City operation and services provided to the community.

With the adoption of the mid-year budget review, staff is starting the FY 2019-20 budget 
process, and will proceed with the preparation for the budget study session scheduled in 
May 2019, and final FY 2019-20 budget adoption in June.

ALTERNATIVES

Not to adopt the attached resolution adjusting the City’s FY 2018-19 Operating and 
Capital budget and/or provide staff with the alternative direction.

FISCAL IMPACT

General Fund revenues are amended to $17,396,585, an increase of $282,434 or 2%
and General Fund operating expenditures are amended to $19,002,422 an increase of 
$2,033,781 or 11% over the Adopted FY 2018-19 budget. In addition, staff is 
recommending a total revenue adjustment of $5,745,676 or 46% and appropriation 
adjustment of $6,055,911 or 32% to other Non-General Funds (including inter-fund 
transfers) primarily due to corrections and proper recording of inter-fund transfers 
presented in Attachment 2, previously approved Council actions presented in Attachment 
3 and the requested mid-year budget adjustments described in this staff report.

STAFF RECOMMENDATIONS

Staff recommends that the City Council adopts a resolution to adjust the City’s FY 2018-
19 Operating and Capital Budget.

ATTACHMENTS

1. Resolution authorizing adjustments to the FY 2018-19 Operating and Capital 
Budget

2. FY 2018-19 Summary of Corrections to the Adopted FY 2018-19 budget resolution
to account for items approved by Council, but omitted in the resolution 

3. FY 2018-19 City Council Previously Approved Budget Amendments
4. FY 2018-19 Summary of Revenues and Transfers by Fund
5. FY 2018-19 Summary of Expenditures and Transfers by Fund
6. FY 2018-19 Fund Balance Summary by Fund

PREPARED BY: Yulia Carter, Assistant City Manager and Admin. Services Director
REVIEWED BY: Mary Wagner, City Attorney 
SUBMITTED BY: Adam W. Politzer, City Manager


