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STAFF REPORT
SAUSALITO CITY COUNCIL

MEETING DATE: June 11, 2019

AGENDA TITLE: Recommended Program Options for the FY 2019-20 Budget: 

LEAD DEPARTMENT: Administration

RECOMMENDED MOTION: 

Accept the FY 2019-20 Recommended Budget options and provide additional policy 
direction for preparation of the final FY 2019-20 Budget resolution to be presented for 
adoption on June 18, 2019.

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. On May 14, 2019, Council adopted a 
resolution authorizing midyear adjustments to the Fiscal Year 2018-19 Operating and 
Capital Budget and held a first study session related to the revised assumptions for the 
FY 2019-20 Budget. 

At the last meeting on May 28, 2019, City Council reviewed the revised FY 2019-20 CIP 
Program and gave direction to include funding for previously approved projects in the 
budget and return with the funding sources for the new CIP projects to be included in the 
recommended budget. Since that meeting, staff presented the FY 2019-20 Base budget, 
additional program changes, the revised CIP program with the break-down by project by 
funding source to the Finance Committee and received direction to include new projects 
and bring the FY2019-20 Recommended Budget for Council review and direction.

The annual budget cycle begins each year with the development of budget instructions 
and calendar and is completed with the budget adoption by the City Council in June as 
shown in the budget timeline table below.
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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 Budget and CIP Review May 21, 2019

6 Council Study Session 2: FY 2019-20 Budget: 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

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

DISCUSSION

Budget Process

During the FY 2018-19 midyear budget review, Finance staff reviewed each department’s 
budget to analyze the FY 2018-19 projections to identify necessary adjustments for the 
FY 2018-19 Budget.  As we moved to review the originally adopted FY 2019-20 Budget to 
validate original assumptions, we used the FY 2018-19 midyear projections and made 
adjustments to reflect the current economic conditions in providing the existing service 
levels to create a Base Budget for FY 2019-20 before bringing any new program 
enhancements for Council’s consideration. Both the FY 2019-20 Base and Proposed 
(Recommended) budgets are being presented to Council at this study session.

The comprehensive list of the program additions to the budget is presented in Attachment 
3 to this staff report and presented in the FY 2019-20 Recommended Budget column in 
all attachments. After discussing these options, Council may choose to support staff 
recommendations or provide staff with alternative directions to remove any of these 
programs from the budget for the next meeting. On June 18th, the City Manager will 
provide a final Recommended FY 2019-20 Budget for approval and adoption.

General Fund

FY 2019-20 Base Budget

In developing the base budget for FY 2019-20, a number of revenue and expenditure 
assumptions were made by City staff.  The base budget is not an exact duplicate of the 
amended or 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 adjustments previously approved by Council.  
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The Finance staff met with departments to discuss budget assumptions for revenues and 
expenditures and all previously approved items to create a robust FY 2019-20 Base 
Budget. 

Total FY2019-20 General Fund Base Budget Revenues increased by $731,595 or 4.11% 
over the Adopted FY 2019-20 and $1,127,088, or 6.48%, over the revised FY2018-19 
budget. Total FY2019-20 General Fund Base Budget expenditures increased by
$2,252,741 (including transfers of $1,474,026) or 12.88% over the adopted. 

This increase is a combination of: 

1) Corrected discrepancies between the approved budget options and adopted 
FY2019-20 budget figures included in the budget adoption presentation from June 26, 
2018. The discrepancies of the same nature were discussed at length with the Council 
during the FY 2018-19 midyear budget review when we included the corrections and 
omissions in budget programs and transfers in the adopted budget resolution. Most of the 
same omissions carried over into the second year budget, but since most of them were 
corrected in the revised FY 2018-19 budget, the FY 2019-20 Base Budget expenditures 
only shows an increase of $623,978 (before transfers), or 3.89%, over the revised 
FY2018-19 budget, which is sustainable comparing to the revenue increase of $873,354
or 5.99% (before transfers). 

2) One-time transfer to risk management funds to cover deficit and eliminate the 
negative fund balances in the General Liability and Workers’ Compensation funds as 
further described below.

3) Base Budget Expenditures assumptions as further described below.

The following are some of the key assumptions which were applied to the creation of 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. We assumed 2% 
increase over the adopted budget of $5,265,909 to $5,374,834 based on prior year 
trends and information provided by the County. 

 Sales and Use Tax is the City’s second largest revenue source. Based on 
discussions with the City’s sales tax advisor, Avenue, the local sales will increase 
by approximately 2% over the revised budget to a total of $3,664,248, 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. 
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 Transient Occupancy Taxes (TOT) is the third largest source of revenues. The 
revised FY 2018-19 Budget projected 4% 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 Base Budget 
of $1,835,780 incorporated 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 
Base Budget of $1,010,500 incorporated the impact of the increased business 
license tax rate of $387,500 over the revised FY2018-19 budget.

 Permits and Fees revenues are projected to increase by $69,904 over the Revised
FY2018-19 budget and $62,070 over the Adopted FY2019-20 budget. This is 
primarily due to adding $60,000 in revenue for Zoning Costs, which are offset by
increase in expenditures, resulting in a net zero change in the budget.

 Revenue for Fines are projected to increase by $67,972 over the Adopted FY2019-
20 budget primarily due to an increase in citations issued. 

 Fees for Services increased by $41,221 over the Adopted FY2019-20 budget 
primarily due to an increase in services provided by the CDD department. 

 The City has started collecting Transient Occupancy Tax (TOT) from unauthorized 
Short-Term Rental activity from January 8, 2019 to the current date and estimated 
to generate $18,860, which will be mostly offset by $17,150 in expenditures related 
to a previously approved contract with Host Compliance. 

 The transfer from Parking Fund to General Fund increased by $250,000 due to 
projected increase in parking revenues due to a previously approved rate increase. 

The remaining revenues projections were determined based on department feedback, 
external sources, and analysis. 

FY 2019-20 Base Budget General Fund Expenditures Assumptions

Salaries & Benefits

FY 2019-20 Base Budget staffing and benefit projections were created by staff to validate 
the originally adopted personnel budget assumptions, and we are pleased to report that 
no major changes were made to the personnel budget. 

Staff has not made any assumptions for labor negotiations, but recognizes that the City’s 
current MOU contracts will expire at the end of June, 2019 and that all labor groups are 
currently in negotiations. Other notable personnel assumptions include:

 Employer pension contribution rates for FY 2019-20 as provided by CalPERS.
 Salary Step Increases are based on satisfactory performance evaluation for staff 

who may be eligible for a step increase on their performance review dates.
 Certain assumptions related to vacant positions.

Key Changes to Salaries & Benefits
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 Increase of $125,000 over the Adopted FY2019-20 Budget due to correcting an 
error of a negative appropriation figure in the original Adopted Budget.

 Transfer from General Fund to Employee Benefits Fund for $251,566 annual 
contribution to OPEB, including $58,000 to the SMFPD, based on the recently 
completed actuarial valuation for the Fiscal Year Ending June 30 2018. 

Professional Services and Operating Expenses Projections:  

The Base Budget included 2% increase to some professional services comparing to the 
Revised FY 2018-19 budget to account for normal inflationary increases, unless other 
known changes were applied to any existing contracts the revisions were already made 
as part of the FY 2018-19 midyear budget. These adjustments do not cover any service 
level changes as they would be presented to Council as a budget option. 

The following changes to Contract Services were either previously approved by Council 
or reflected the increase in contractual obligation. 

 Contract Labor in the CDD Planning Department increased by $17,150 to account 
for expenses related to collecting Transient Occupancy Tax on illegal Short Term 
Rentals. This expense is offset by revenues mentioned above.

 The budget for the Home Modification Grant Program was re-instated to $14,400, 
as it was left off the original Adopted FY2019-20 budget. This is an active program 
offered to the City residents that was previously-approved by Council. 

 Contract Labor in Planning increased by $60,000 over the Revised FY2018-19 
budget. This is a cost-recovery budget adjustment and there is offsetting revenue 
for this expenditure, making this a net zero change to the budget.

 Technical Services and Radio Dispatch for the Police Department increased by 
$40,723 over the Revised FY2018-19 budget due to the City of Sausalito’s share 
increase for services provided by the County.  

Materials & Supplies

Materials and Supplied increased by $119,701 or 13.49% over the Adopted FY2019-20 
Budget primarily due to an increase in expenditures for merchant services for credit card 
collections. This increase was captured in the Revised FY2018-19 Budget and approved 
by Council as part of the mid-year budget review. 

Transfers

Total Transfers increased by $1,474,026 over the Adopted FY2019-20 budget due to 
three transfers completed by City staff to correctly balance funds and properly record the 
Council direction during the budget approval process on June 26, 2018. 

 Transfer from General Fund to Employee Benefits Fund for contribution to Pension 
Trust in the amount of $209,533 as further described below.The transfer from the 
General Fund was not recorded in the adopted budget.

 Transfer from General Fund to Worker’s Compensation in the amount of $567,666. 
This figure represents the Adopted workers’ comp expenditures as presented to 
Council on June 26, 2018 and was subsequently approved, but the transfer from
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the General Fund was not recorded in the budget. Since this missing transfer 
would increase the expense to General Fund, staff reduced the FY 2019-20
workers’ compensation budget and the subsequent transfer to $400,000 to reflect 
the projected actual figure for the current year, which will reduce the size of the 
necessary additional transfer from General Fund by $167,666.

 Transfer from General Fund to Capital Projects Fund for IT Strategic Plan and the 
Cypress Ridge Tree Removal in the amount of $45,000. These items were 
approved by Council on June 26, 2018, but the transfers were not included in the 
adopted budget. 

 Transfers from General Fund to Worker’s Compensation Fund and General 
Liability Fund to clear negative balances, as recommended by the Finance 
Committee on June 3, 2019 as further described below.

Other Significant Items included in Base Budget

CIP Projects

We included CIP transfers for all previously approved capital projects as part of the 
FY2019-20 Base Budget per Council direction from the previous meeting (Attachment 2).

All new CIP projects added to the budget are being included in the FY 2019-20 
Recommended Budget columns and also presented in Attachment 2.

Additional Contribution to the Pension Trust 

As part of the FY 2018-20 Budget development process, City Council reviewed multiple 
funding strategies for unfunded pension liabilities and adopted an Option 1, which defined 
the on-going annual contribution, plus any General Fund surplus at the end of the year 
and additional contribution to the trust. Per FY 2018-20 budget presentation on June 26, 
2018, the FY 2019-20 pension contribution is $209,533, which we included in the budget.

Addressing Deficit in Risk Management Funds 

During the FY 2017-18 annual audit it came to our attention that several funds carried 
over a negative fund balance for a few consecutive years, including risk management 
funds (Workers’ Compensation and General Liability). The negative balances have likely 
accumulated over time due to annual expenses not being balanced by the transfers 
coming in from General Fund. This issue was brought forward to Council during the FY 
2018-19 midyear budget review and to Finance Committee during to the FY 2019-20 
budget study session on June 3, 2019 when the Finance Committee recommended 
including necessary transfers from the General Fund to eliminate the negative balances in 
risk management funds. The Base Budget includes transfers from General Fund of 
$328,417 to General Liability Fund, which is covered by this year’s surplus, and $947,921 
to Workers’ Compensation that will subsequently reduce the General Fund balance.

FY 2019-20 Recommended Budget

City Manager’s Recommendations for FY 2019-20 Budget Additions:

Recommended Department Requests
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The budget changes above the Base Budget are considered “program enhancements”
and included in the FY 2019-20 Recommended Budget. Of $219,212 program additions, 
the $112,212 will be on-going and $107,000 will be a one-time cost to General Fund.
These programs are listed below in order of City Manager’s priority and described in 
details in Attachments 3-4. Unless directed differently by Council today, they will carry 
forward for adoption on June 18, 2019:

1. The Financial System (Springbrook) update and Cloud Subscription along with the 
project management cost related to revamping the chart of accounts ($15,500).

2. Upgrading servers to Microsoft Windows Server 2019, Exchange Online ($31,712).

3. Replacement of the failing iRecord system to audio/visually record interviews and 
interrogations in the Police Department’s interview room and booking process 
room ($54,000).

4. Restore a Captain Position classification to the Police Department and upgrade 
one of the existing Lieutenant positions to a Captain ($15,000).

5. Funding of the multi-phase citywide Records Management Program. Phase 1 
would include the assessment of the City’s retention program and inventory of 
records and CDD records archiving that would digitize (scan) archived files and 
free up much needed valuable space in the CDD department ($50,000).

6. Upgrading the City’s Conference Room with the recording equipment to be able to 
record various public meetings ($35,000).

7. Outsourcing video production and service for City Council meetings to Community 
Media Center of Marin ($18,000).

The list of department requests that are not being recommended for funding in the FY 
2019-20 Budget is presented in Attachment 5. Staff will reevaluate these options as part 
of the next two-year budget cycle.

Recommended Programs Requested by Community Partners and Committees

In addition to City Manager’s recommended additions to the budget, staff compiled a list 
of budget requests from various committees and community partners that total $295,000. 
These requests are included in the Budget (Attachment 3). Unless directed differently by 
Council, these programs will carry forward for adoption on June 18, 2019:

1. Request from Sausalito Beautiful for purchase and installation of Trees at MLK, 
Caledonia Street and Downtown ($55,000).

2. Requests from the Hospitality Business Development and Business Advisory 
Committees to create a citywide economic development program ($150,000 plus 
carry-over of the current year allocation of $50,000).

3. Request from the Pedestrian & Bike Advisory Committee to update the Coloma 
Crosswalk and implement a pilot project design services for the Bridgeway Bike 
Lane between Richardson Street and Princess Street ($85,000).

4. Request from the Disaster Committee to publish and send a disaster preparedness 
booklet to the community to encourage planning for disasters ($5,000).
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Budgetary Surplus and Reserves 

The City’s Fund Balance Policy identifies fund balances (or reserves) are falling into the 
following categories: Restricted, Committed, Assigned or Unassigned. In accordance with 
GASB Statement No. 54 requirements and the City policy, the Council established the 
following designations or General Fund Committed Fund Balances:

 Operating Contingency Reserve of 15% of budgeted annual operating 
expenditures ($2,656,060)

 Mudslide Cleanup designation ($50,000)

 Reserves related to unfunded pension liability ($1,450,624)

 Unassigned General Fund Balance ($1,174,471)

The General Fund balances for the FY 2019-20 Base Budget are detailed in the following 
table. If all recommended budget options are approved, the City will have a balanced FY 
2019-20 Budget, and an ending undesignated General Fund Balance of $1.2 million. The 
significant reduction in the unrestricted general fund is mostly due to a one-time transfer 
to Workers’ compensation and General liability funds to eliminate negative fund balances.

Other Funds

The summary of Revenues, Expenditures and Fund Balances for all of the City’s fund 
categories is shows in the table below. Please note that the projected July 1, 2019 fund 
balances are based on the FY 2018-19 Revised Budget, as audited FY 2018-19 actual 
numbers are not yet available. 

Designations
Revised Budget 

2018-19
Adopted Budget 

2019-20
Base Budget 

2019-20
Recommended 
Budget 2019-20

Beginning Fund Balance 10,947,886$                    9,342,049$                           9,342,049$                9,342,049$                  
   Total Revenue 17,396,585 17,792,079 18,523,674 18,523,674
   Total Expenditures 19,002,422 17,491,410 19,744,150 20,175,862

   Ending Fund Balance 9,342,049 9,642,719 8,121,573 7,689,861
Non-Spendable* 2,221,522 2,044,873 2,308,235 2,358,706
Required Reserves* 1,450,624 1,450,624 1,450,624 1,450,624
Operating Contingency
Mudslides Cleanup Designation 50,000 50,000 50,000 50,000
5% Budget Stabilization Policy 853,751 807,255 876,668 885,353
10% Shortfall Policy 1,707,502 1,614,511 1,753,336 1,770,707

Total Designations 6,283,399 5,967,264 6,438,863 6,515,390
Undesignated Fund Balance** 3,058,650 3,675,455 1,682,710 1,174,471

Operating Expenses 15,930,953 15,896,625                    16,675,340            16,849,052              

Operating Transfers 1,144,070 248,484                         858,017                 858,017                  

Total Operational Expenses 17,075,022 16,145,110                    17,533,357            17,707,069              

Ending Fund Balance as % of  Op. Expenses 55% 60% 46% 43%

GENERAL FUND (RESTRICTED & UNRESTRICTED BALANCES)
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Enterprise Funds consist of the Sewer Operating and Capital Funds, Old City Hall Fund, 
MLK Fund and Parking Fund. Enterprise funds are used for services that are financed 
and operated in a manner similar to private business enterprise. The FY 2019-20 total 
enterprise fund budget is $8,078,782, which is 21.41% of the City’s budget and is a 
decrease of $3,946,948 from the FY 2018-19 due to completion of the improvements in 
the MLK fields and parks ($1,425,948) and a one-time expense of $2,800,000 for 
Whiskey Springs sewer CIP project in FY2018-19. The budget also reflects the increased 
parking rates and the projected rate increase for Sewer revenue.

Special Revenue and Capital General Fund are used to account for specific revenue 
sources or financial resources for which expenditures are restricted by law or 
administrative action to specific purposes. This category includes Gas Tax, Streets and 
Roads, Storm Drain, Measure A, Police Services, General Capital and Library funds. The 
FY 2019-20 expenditures of $7,674,522 for this category represents 20.34% of the City’s 
total budget. This is a significant decrease of $3,296,257 million or 30.05% over the FY 
2018-19 Revised Budget, primarily due to frontloading capital expenditures in year one. 

Internal Service Funds serve the needs of the City and are used to account for City-wide 
services on a cost-reimbursement basis. These funds accommodate the equipment, 
vehicle, and risk management needs of the City and are supported by the funds that 
receive benefit, including the General Fund. The FY 2019-20 budget for this category is 
$995,923, which is 2.64% of the City’s budget.  This is a decrease in the amount of 
$872,501 over the FY 2018-19 Revised Budget, primarily due to the one-time additional 
contribution of the trust in the amount of $775,000 made in FY 2018-19. 

The Debt Service Funds are used to account for the Tideland Loan Fund and GO Bonds 
Fund. There are no significant changes to the debt service funds in FY 2019-20. The FY 
2019-20 budget for debt service category is $806,138, which is 2.14% of the City’s
budget.  

Additional details on City funds funds could be found in the fund balance summary 
document (Attachment 6).

Conclusion

The FY 2019-20 Recommended Budget is balanced and reflects City Council’s Strategic 
Plan Elements and priorities for the upcoming year. Fiscal sustainability remains a high 
priority for Sausalito. To that end, staff will continue to seek ways to provide quality 
services to the public.

Projected Revenues & Expenditures Projected
Fund Balance Trsfrs In & Trsfrs Out Fund Balance

6/30/2019  Budget Budget 6/30/2020

General Fund 9,342,049       18,523,674     20,175,862  7,689,861       
Enterprise Funds 5,248,740       7,527,651       8,078,782    4,697,609       
Special Revenue/Capital Funds 1,151,100       6,609,583       7,674,522    86,160            
Internal Service Funds 92,626            2,193,892       995,923       1,290,596       
Debt Service Funds 793,394          806,138          806,138       793,394          
Total All Funds 16,627,910     35,660,938     37,731,228  14,557,620     
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The City continues to benefit from the stable local economy and the economic growth 
throughout Marin County and the Bay Area. Although, the major Revenues continue to 
increase at a normal rate and cover the cost of day to day service operation, staff is 
mindful of a few potential issues that may impact the City’s budget and future financial 
sustainability. 

Some of the challenges that the City may face in the future include:

 Unfunded liabilities as they relate to pension and Other Pension Employee 
Benefits (OPEB). The implementation of Governmental Accounting Standards 
Board (GASB) Statement 68 revised the way that governments recognize pension 
liability. Similarly, GASB Statements 74 and 75 make similar accounting changes 
to OPEB plans that subsequently affects the City’s reported liability. 

 Uncertainties with the CalPERS retirement assumptions, changes to the CalPERS 
amortization and smoothing policies, which will continue driving our CalPERS rates 
higher, as discussed above. 

 Federal and State Budget challenges and potential threat to local governments, as 
the City’s various capital projects are expected to be funded by grant awards.

 The possibility of another recession and making sure the City is equipped for an 
economic downturn.

Staff looks forward to continuing working with the City Council and the community in the 
upcoming year to address any potential financial challenges that may lay ahead and 
identify operational efficiencies, pursue appropriate economic development opportunities 
and advise on alternative revenue options available to the community to ensure the high 
quality of life for the residents and visitors of the City of Sausalito.

ALTERNATIVES

Do not authorize the FY 2019-20 Recommended Budget or provide staff with the 
alternative direction.

FISCAL IMPACT

There is no fiscal impact associated with this budget study session.  Based upon the City 
Council direction, staff will bring the final FY 2019-20 Budget Resolution for adoption at 
the next meeting on June 18, 2019.

STAFF RECOMMENDATIONS

Affirm the FY 2019-20 Recommended Budget.

ATTACHMENTS

1. General Fund Revenues & Expenditures
2. FY2019-20 Rec. CIP Program
3. FY2019-20 Recommended Budget Additions 
4. FY2019-20 Departmental Budget Requests
5. Unfunded Budget Requests
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6. FY2019-20 Fund Balances Summary

PREPARED BY: Yulia Carter, Assistant City Manager, Admin. Services Director

REVIEWED BY: Mary Wagner, City Attorney 

SUBMITTED BY: Adam W. Politzer, City Manager


