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novato.org 

STAFF REPORT 

MEETING 

DATE:  February 11, 2020 

TO: City Council 

FROM:  Adam McGill, City Manager  

David L. Bentley, Interim Finance Director 

SUBJECT: DISCUSSION AND DIRECTION ON REVENUE GENERATION OPTIONS 

REQUEST 

Discuss options for creating and generating new revenue for the City and provide direction to staff on which 

option(s) to pursue. 

BACKGROUND 

The City is a service organization with those services delivered by the City’s staff.  The City is not designed 

to be profitable, deliver a product, or invest in physical plants or facilities.  The level and manner of service 

is largely a function of staffing competence and staffing level. City staff, currently at 208.5 full-time-

equivalent employees, is 11% below the all-time peak level of 234 in 2003, and 14% above the 21st century 

post-recession nadir of 182 in 2012. See Attachment 1 – Chart of Historical Staffing Level by Department. 

The City’s current financial condition is not indicative of an ability to sustain current service levels, let 

alone consider new projects or programs.  The City does not have adequate funds to properly maintain City 

facilities, infrastructure, or replace aging facilities, such as the police department, while necessary expenses 

such as construction and personnel costs continue to rise significantly.  Without providing new revenue 

sources, the City will not be able to absorb those costs.   

While this report considers 13 possible revenue producing opportunities, staff continues to seek cost 

reduction strategies and will implement or present those to the City Council for consideration at a future 

date.  Council and staff have already significantly reduced staffing levels during the recession as cited above 

and the City remains exceptionally lean in staffing as compared to similar sized and operated cities.  Staff 

does not anticipate that any future cost saving measures will result in an amount significant enough to 

forego the need for additional revenue.   

DISCUSSION 

The City of Novato receives just seven cents of every property tax dollar, much lower than nearly all 

other jurisdictions, creating serious revenue challenges not faced by our neighboring cities or special 

districts.   
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Current and Future Expenses & Needs 

 

It is estimated that the City of Novato is responsible for over $300 million worth of infrastructure including 

streets, facilities, storm drains, retaining walls, bridges, traffic signals and streetlights, multi-use paths and 

park facilities.  In 2013 the City conducted Facilities Condition Assessment Reports for parks and buildings.  

These reports identified the City’s long term maintenance needs and served as the basis for the 

recommended $1 million annual contribution to the Long-Term Maintenance Fund accounts to help 

preserve the infrastructure.  Additional infrastructure needs are identified in the City’s ADA Transition 

Plan, draft Storm Drain Master Plan, Pavement Condition Reports, and Structure Maintenance program.   

 

Currently the City’s operating budget includes $1.88 million for streets maintenance, $2.43 million for 

parks maintenance, and $1.57 million for building maintenance per year.  These figures include regular 

maintenance staff salaries, materials and equipment expenses, and minor contract services.  Funding from 

the Long-Term Maintenance Fund accounts is used to support large capital maintenance projects like 

roofing replacements or accessibility upgrades. 

 

Since the Fiscal Sustainability Plan was adopted in 2014, voters approved the state Road Repair and 

Accountability Act and an extension of the Marin County Transportation Sales Tax Measure AA, which 

brings an additional $1.1 million in revenues to the City, specifically for use on streets projects and road 

maintenance.  However, the funding available to maintain City parks and buildings remains very limited.  

Marin County Parks Measure A generates $400,000 per year for the City to use toward parks, recreation, 

and open space projects and maintenance.  The remainder of the parks and building maintenance costs are 

paid out of the City’s General Fund.  It should also be noted that parks maintenance costs are projected to 

increase to meet user expectations at Dogbone Meadow Dog Park and the Hill Recreation Area “Central 

Hub” following completion of that project in late 2020. 

 

Given the new funding available for streets purposes, but with rapidly rising construction costs, staff still 

recommends a $1 million annual contribution to the Long-Term Maintenance Fund accounts.  It is 

recommended that $250,000 be invested annually in the Long Term Maintenance Infrastructure account for 

streets and storm drains and that $750,000 be invested in the Facilities Long Term Maintenance account to 

support City parks and buildings. 

 

Staff are closely watching the Marin County Wildfire Prevention Tax Measure for voter consideration on 

the March 2020 ballot.  If approved, it is expected to support fire fuel reduction and defensible space 

projects on publicly-owned open space.  The City of Novato owns roughly 300,000 acres of open space and 

has not historically dedicated any funding toward the maintenance or management of those properties.  If 

the Marin County Wildfire Prevention Tax does not pass or if a portion of the revenues generated are not 

budgeted toward City of Novato open space projects, the City will need to seek additional funding for these 

purposes. 

 

If the Council desires to maintain service levels, potentially increase service/maintenance levels to meet 

public expectations, positively impact staff retention/recruitment, and regain some market competitiveness 

in employee compensation, it is prudent to begin discussions and deliberations regarding options for 

creating additional revenue for the City. Approximately 70% of the City’s General Fund is personnel cost, 

which is essential in allowing the City to provide high quality services to its residents, businesses, and 

guests.  

 

If the number of staff positions is increased and/or existing staff experience market rate adjustments, the 

generation of new on-going revenue is required for the City to remain fiscally sustainable into the future. 
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REVENUE OPTIONS FOR CONSIDERATION (not in any order of priority or preference) 

 

1. Sales Tax – Consider putting a 0.25% general or special sales tax measure on the ballot to 

complement the existing Measure C (0.25%) sales tax, increasing the rate to 0.50%. This would generate 

an additional $2.7 million dollars (approximately) annually. 

 

2. Transient Occupancy Tax (TOT) - The City’s current TOT tax rate is 10%, and the County of 

Marin adds an additional 2%, so that customers pay 12%. The City allocates 1% of the TOT tax to the 

Novato Chamber of Commerce to provide tourism services. The TOT was last increased in 1997. Increasing 

the City’s TOT tax rate to 12% (resulting in an effective rate of 14% to the customer) would generate 

approximately $500,000 in net new revenue to the City annually. 

 

3. Utility User Tax (UUT) - The City does not collect a tax on utility services provided in Novato. 

The City can assess a tax for utility services received in the City, special districts and utility companies.  

One example could be: Storm Drain Fees.  The costs to operate and maintain the city’s storm drain system 

continue to increase as regulatory permits require increasingly restrictive pollutant discharge limits.  An 

example of this is the recent “Trash Amendments” to the Municipal Separate Storm Sewer System (MS4) 

permits, which requires Novato to reduce by 10% per year over the next ten years the amount of litter and 

debris that enters the City storm drain system.  In order to meet these requirements, the City will need to 

install and maintain trash capture devices on drainage inlets, increase the frequency of street sweeping, and 

sponsor more litter cleanup programs—all of which will require additional funding.  Current storm drain 

maintenance and street sweeping efforts are paid out of the General Fund.  Several cities in California 

(Berkeley, Oakland, Santa Monica, and Los Angeles County, to name a few) have adopted Storm Drain 

Fees as parcel taxes or special taxes on businesses like fast food restaurants and convenience stores that are 

shown to contribute heavily to street litter.  However, these fees require 2/3 voter majority to pass and 

would increase the City’s Gann appropriations limit. 

 

4. Cannabis Tax – During adoption of our Commercial Cannabis licensing regulations last fall, staff 

and the City Attorney proposed use of Community Benefit Agreements (CBAs) in lieu of a business tax. 

The intent with a CBA would be that the total value of benefits negotiated would be more or less equal to 

the revenue generated through taxation. It is staff’s intent to continue with CBAs through our first round of 

applications. However, the City Attorney advised at the time that CBAs may not be a long term solution 

and the Council may still want to consider placing a business tax on a future ballot. (Though all registered 

Novato voters decide on the tax, it is only levied on commercial cannabis operations.) A cannabis tax up to 

six (6%) percent on the total number of allowed cannabis business activities would generate approximately 

$300,000 to $800,000 annually. The projected revenue ranges widely because the City has not yet offered 

the licenses, so interest and ability are difficult to gauge.  

 

5. Solid Waste Franchise Fees - The City does not receive any fees on the collection, recycling and 

disposal of solid waste in the City. Negotiating a franchisee fee with the Novato Sanitary District and 

Recology Waste Company could generate significant on-going annual revenue for the City. 

 

6. Waste Hauling Road Impact Fees - If the City was not interested in taking over the waste 

collection franchise from Novato Sanitary District, the City could enter into negotiations with both the 

waste hauler and sanitary district to implement a road impact fee to help fund roadway improvements and 

upkeep that are necessitated by the continual operation of waste collection trucks on City streets. Very 

rough estimates are that this option could generate about $350,000 annually for the City’s roads but would 

be ultimately be subject to the completion of a nexus study to quantify the actual impacts. 

 

7. Cost Recovery and Development Impact Fees - Harris Company is conducting a comprehensive 

study of the City’s existing fee structure, including development impact fees. The anticipated revenue from 
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updating the fee schedule is unknown at this time. However, the City’s fees have not been reviewed 

comprehensively in over 10 years. As a result, implementation of any recommended fee increases would 

provide some additional revenue to the City. 

 

8. Disposition of City-owned Properties - The City owns several properties that are not in active use 

or proposed for future use as parks or public facilities.  Examples include small undeveloped parcels on 

Olive Avenue and Orange Avenue that were remnants from the realignment of US101 through Novato in 

the 1970’s.  Staff periodically receive inquiries from neighbors or developers who wish to purchase these 

parcels to expand their yards or construct a new home.  The City incurs ongoing costs to mow these 

properties and secure the vacant buildings against break-ins and vandalism.  The sale of these properties is 

not only an opportunity to generate one-time funds for other needs, but development of these site would 

add to the property tax and sales tax rolls.  Staff recommends the following City owned properties be sold: 

 
  APN  Address (if assigned) & Description                Acres       Zoning       Current Use         Est. Value 

153-031-45 709 Orange Ave. (former Caltrans remnant)  0.09 R1-7.5 Vacant Land $  70,000 

153-023-01 709 Olive Ave. (former Caltrans remnant)  0.12 R1-7.5 Vacant Land $  90,000 

153-053-12 Logan St. @ Madrone Ave. (former Caltrans remnant) 0.40 R1-7.5 Vacant Land $300,000 

140-211-04 1523 S. Novato Blvd. (parcel 1 of 4 for Hill Rd. ext.) 0.34 PD Vacant Building $500,000 

140-291-14 1523 S. Novato Blvd. (parcel 2 of 4 for Hill Rd. ext.) 0.15 PD Vacant Building  (include) 

140-291-15 1523 S. Novato Blvd. (parcel 3 of 4 for Hill Rd. ext.) 0.02 PD Vacant Land  (include) 

140-291-24 1523 S. Novato Blvd. (parcel 4 of 4 for Hill Rd. ext.) 0.29 PD Vacant Land  (include) 

140-041-44 1663 Novato Blvd. (acquired for road widening project) 0.15 R1-7.5 Rented House $700,000 

141-090-46 San Marin Drive @ Simmons Ln. (old road easement) 0.29 R1-7.5 Vacant Land $200,000 

 

9. Property Development – should key sites in the City develop/redevelop, there would be resulting 

increases in property tax and, potentially, some limited increases in sales tax. These key sites include 

Fireman’s Fund, Birkenstock, ROIC and others in the North Redwood and North, North Redwood Corridor 

as well as Hanna Ranch.  

 

10. Hamilton Trust - Explore creative cost neutral or revenue creating opportunities by utilizing the 

Hamilton Trust.   

 

11. Bond Measure – Explore a bond measure that could be used for facilities, infrastructure 

improvements, and/or pension debt relieving the general fund of these obligations. 

 

12. Parcel Tax – Explore a parcel tax to enhance the City’s General Fund.   

 

13. Parks & Recreation User Fee Increases - The Parks, Recreation, & Community Services 

Department (PRCS) funds many of its activities and services through user fees.  And while these fees 

generally offset the costs of PRCS staff, materials, and equipment, they do not typically cover facilities 

operations or maintenance costs.  This is the case at the Hamilton Pool, Novato Gymnastics Center, and 

Margaret Todd Senior Center.  Staff recognize that recreation facilities are not major revenue generators 

but are suggesting that modest increases to user fees may help offset the General Fund subsidy of these 

programs. 

 

NEW REVENUE GENERATION ACTIONS ALREADY IN MOTION 

 

1. The Buck Center Development Agreement, anticipated to come to the Council for approval 

February 25, will release $1 million in unrestricted funds to the City (one-time revenue). 

 

2. City Ventures is expected to close escrow this summer on sale of a City parcel in Hamilton, which 

will provide approximately $5.5 million in unrestricted funds to the City (one-time revenue). 
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3. The City has approved construction of the Wood Hollow Hotel and the Residence Inn, both off 

Redwood Boulevard. The projection of additional TOT tax (9% net) they will generate is $750,000 in 

ongoing annual revenue. 

 

4. The Council has indicated it wants to regulate Short Term Rentals that will result in a yet to be 

determined increase in Transient Occupancy Taxes and fees.  

 

STRATEGIC PLAN ALIGNMENT 

Increasing revenue to the City and enhancing programs and services is crucial to all of the City Council’s 

Strategic Plan goals and objectives. 

 

RECOMMENDATION 

Discuss, deliberate and direct staff to pursue three – four of the proposed revenue options. 

 

ALTERNATIVES 

Do not discuss, deliberate or provide direction to staff regarding proposed revenue options. 

 

ATTACHMENT 

1. Chart of Historical Staffing Level by Department. 
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