
STAFF REPORT
SAUSALITO CITY COUNCIL

MEETING DATE: May 14, 2019

AGENDA TITLE: Preparation for the Fiscal Year 2019-20 Budget: 
Methodology, Budget Calendar

LEAD DEPARTMENT: Administration

RECOMMENDED MOTION:
There is no action associated with this information only item. 

BACKGROUND
The City of Sausalito adopted the FY 2019-20 Operating and Capital Budget as the 
second year of a two-year cycle on June 26, 2018. A mid-year review of the budget was 
presented to Council on April 30, 2019 and as part of this current agenda. At the time, 
Council reviewed recommended revenues and expenditures adjustments and was asked 
to adopt a resolution authorizing adjustments to the Fiscal Year 2019-20 Operating and 
Capital Budget.

The annual budget cycle begins each year with the development of budget instructions 
and calendar, including Council policy directives and is completed with the budget 
adoption by the City Council in June as shown in the budget timeline table below.

PUBLIC 
MEETING

BUDGET STEP TIME FRAME

1 Finance released FY 2019-20 Budget Instructions and 
Forms

April 18, 2019

3 FY 2018-19 Mid-Year Budget Review April 30, 2019   
May 14, 2019

2 Finance Committee Meeting: FY 2019-20 Budget 
Introduction

May 7, 2019

4 Council Study Session 1: Budget Methodology, Budget 
Calendar and Base Budget Assumptions

May 14, 2019



5 Finance Committee Meeting: FY 2019-20 Base Budget 
and CIP Review

May 21, 2019

6 Council Study Session 2: FY 2019-20 Base Budget and 
CIP Review

May 28, 2019

7 Finance Committee Meeting: FY 2019-20 Recommended 
Budget and Program Options

June 3, 2019

8 Council Study Session 3: City Council Review and 
Approval of Proposed FY 2019-20 Budget
Recommendations

June 11, 2019

6 City Council Budget Hearing and Formal Adoption June 18, 2019

DISCUSSION

This year, staff is working on implementation of a modified zero-based budget 
methodology, The modified zero-based budget is a systematic financial management 
strategy, commonly used by local governments, which will help achieve a more cost-
effective delivery of public services. Expenses must be demonstrated as necessary and 
are not just assumed to carry over from prior years.  Each new program is considered in 
light of potential alternatives and priorities. This will allow the City to redirect efforts and 
funds from lower priority programs to higher priority programs which will improve 
efficiency and may reduce spending. The staff recommendations for service changes will 
be based on many factors, including the City’s original strategic vision for the Adopted FY 
2019-20, staffing capacity and potential impact to the overall City operation and services 
provided to the community.

Budget Process

During the FY 2018-19 Midyear Budget review, Finance staff reviewed closely each 
department’s budget to analyze the FY 2018-19 projections to identify necessary 
adjustments for the FY 2018-19 Budget.  These projections will be used to create a Base 
Budget for FY 2019-20, which will be adjusted with certain assumptions to reflect the 
current economic conditions in providing the existing service levels. Both the FY 2019-20
base and proposed (recommended) budgets will be presented to Council at the future 
study session in June.

The department proposals and the priorities of the City Council will be incorporated in the 
final FY 2019-20 Recommended budget.  The Council will have an opportunity to review 
and consider budget options and provide direction to staff regarding any changes. 

On June 18th, the City Manager will provide a final Recommended FY 2019-20 Budget for 
approval and adoption by the Council.

FY 2019-20 Base Budget Assumptions

In developing the base budget for FY 2019-20, a number of revenue and expenditure 
assumptions will be made by City staff.  The base budget is not an exact duplicate of the 
Adopted or Amended (Revised) FY 2018-19 or Originally Adopted FY 2019-20 Budget 
because of actions that Council may have taken which modified the budget over the 



course of the year, and because of the 2019-20 budget assumptions used to develop the 
base budget.  These assumptions are based on the projections and economic conditions 
known to staff between January and May 2019 and reflect the adjustments previously 
approved by City Council.  

The following are some of the key assumptions which will be applied to the FY 2019-20
Base Budget:

FY 2019-20 Base Budget General Fund Revenue Assumptions.

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, and community development related activities 
such as planning, building, and engineering. Revenue sources include, but are not limited 
to property tax, sales tax, transient occupancy tax (TOT), business registration, and 
current fees for services. 

The following revenues are projected to reflect significant changes over FY 2019-20:

 Property tax is currently the City’s largest revenue source. The Finance will 
assume 1.5% increase for base property tax based on prior year trends and 
information provided by the County. 

 Sales and Use Tax is currently the City’s second largest revenue source. Based on 
discussions with the City’s sales tax advisor, Avenue (former MuniServices), the 
local sales will increase by approximately 2 - 2.5%, which includes Measure O, a 
half-cent sales tax that provides funds for the City’s general services and 
infrastructure needs, approved by voters in 2014. 

 Transient Occupancy Taxes (TOT) is the City’s third largest source of revenues. 
The revised FY 2018-19 Budget included a projected 5% TOT increase primarily 
due to a new tax rate of 14% that went into effect as of January 1, 2019 and overall 
favorable economic conditions and increased tourism activity. The FY 2019-20 
Budget will incorporate the full year impact of the increased tax rate.

 In November, 2018, the Sausalito voters approved the increase in the City’s 
Business License tax, which will go into effect as of July 1, 2019 for the new 
businesses, and January 1, 2020 for the existing businesses. The FY 2019-20 
Budget will incorporate the impact of the increased business license tax rate.

The remaining revenues projections will be determined based on department feedback, 
external sources, and further analysis.

FY 2019-20 Base Budget General Fund Expenditures Assumptions

Personnel Expenditures



FY 2019-20 Base Budget staffing and benefit projections will be finalized by the Finance 
and will include all known factors. The City’s current MOU contracts will expire at the end 
of June, 2019. Staff will develop a “placeholder” assumptions to be included in the FY 
2019-20 Base Budget that would be easy enough to modify/replace with the new contract 
terms that are expected to be negotiated and approved by City Council in the next several 
weeks. Other notable personnel increases will include:

 Employer pension contribution rates for FY 2019-20 as provided by CalPERS.

 Salary Step Increases based on satisfactory performance evaluation for staff 
members who may be eligible on their performance review dates.

 Certain assumptions related to vacant positions.

Overtime Funding: Overtime assumptions will be included in the base budget projections.

Other Expenditures

1. Professional Services Projections:  Most professional services contracts will 
remain at the same level as adopted in the FY 2019-20 Adopted Budget, assuming 
that the escalator was already built-in to the 2nd year budget to account for possible 
contractual increased. Otherwise, the base budget will be set at 2% over the 
Revised FY 2018-19 budget to account for possible contractual increases. Any
service level changes will be presented to Council as a budget option. 

2. Operating Expense Categories and Capital Outlay Projections: The base budget 
will be set at 2% over the Revised FY 2018-19 budget in non-professional services 
contracts and key expense categories to account for normal inflationary increases.

Financial Outlook

Sausalito continues to benefit from the favorable local economy and the economic growth 
throughout Marin County and the Bay Area.  This is reflected in the financial outlook for 
the 2019-20 Fiscal Year. The major Revenues continue to increase at a normal rate, as 
referenced above. In terms of expenses, the City anticipates modest year to year 
increases in expenditures.  

However, there are a number of significant issues that may impact the City’s budget and 
future financial sustainability that City staff is monitoring. Potential challenges that the City 
may face in the future include:

 Uncertainties with the CalPERS retirement investment assumptions which will
drive the PERS rates higher every year due to CalPERS lowering the discount rate 
assumptions (investment return) and longer life expectancy of retirees.



 Unfunded liabilities as they relate to pension and Other Pension Employee 
Benefits (OPEB). A few years ago, the City complied with the Governmental 
Accounting Standards Board (GASB) Statement 68 which revised the way that 
governments recognize pension liability in the financial statement of net position.  
Similarly, GASB Statements 74 and 75, make comparable accounting changes to
OPEB plan and are now in effect, as the unfunded OPEB liability is now being 
reported in the City’s Financial Statement.

 Utility and healthcare cost increases.  

 State Budget challenges and potential threats to local governments

 The possibility of another recession.

ALTERNATIVES

There is no Council action associated with this item

FISCAL IMPACT

There is no fiscal impact associated with this staff report. Staff will be bringing the final
Proposed FY 2019-20 budget to the City Council for review and consideration at the 
future budget study session in June

STAFF RECOMMENDATIONS

Accept the introductory FY 2019-20 Budget Study Session report and provide additional 
policy direction for preparation of the FY 2019-20 Budget.

ATTACHMENTS

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


