
STAFF REPORT
SAUSALITO CITY COUNCIL

MEETING DATE: April 14, 2020

AGENDA TITLE: Mid-Year Review and Adoption of Resolution to Adjust 
the Fiscal Year 2019-20 Budget, and preliminary 
discussion on the FY 2020-21 Budget Process

LEAD DEPARTMENT: Administration

RECOMMENDED MOTION:
Adopt the attached Resolutions to adjust the FY 2019-20 Operating and Capital budget. 

BACKGROUND

The Finance staff completed a Mid-Year Budget review and is proposing adjustments to 
the FY2019-20 Adopted Budget. 

The purpose of the mid-year budget review is to analyze the 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. 
Typically, the mid-year budget review is also a segue to the new budget process, as the 
mid-year analysis is used to develop the base budget assumptions. This year, however,
our financial cycle is far from typical. We are presenting this report in the midst of an 
unprecedented pandemic to deliver a message that besides the evident devastating 
impact on public health and safety, the COVID-19 has an overwhelming impact on the 
City’s financial health affecting all aspects of local economy, City revenues, and service 
delivery.  

This FY 2019-20 Mid-Year Budget report will focus on the following key objectives:

1. Updating City Council on the status of revenues and expenditures within the 
FY2019-20 General Fund Revised Budget. Requesting total revenue reduction to 
the FY2019-20 General Fund of $1.6 million and appropriation increase of $0.6 
million (Attachment 3), most of which were previously approved by Council 
throughout the year presented as in Attachment 2.

2. Updating City Council on the status of revenues and expenditures within the FY 
2019-20 Non-General Fund Revised Budget and requesting adjustments to the 
FY2019-20 non-general (Other) Funds Revenues totaling $1.9 million (Attachment 



4), of which an increase of $146,620 was previously approved by City Council year-
to-date and a reduction of $2.1 million is being proposed for mid-year adjustments 
as presented below. The Other Funds Expenditures adjustments are totaling $0.8 
million (Attachment 5), most of which were previously approved by Council.

3. Updating Council on the projected fund balance structure through June 30, 2020 
(Attachment 6);

4. Discuss the FY 2019-20 Budget Process under the COVID-19 scenario.

The FY 2019-20 Operating and Capital Budget was adopted as a balanced budget, 
meaning that the City’s operating expenditures did not exceed general revenues. While 
staff presented some structural surplus at budget adoption, we regret to report a 
significant structural deficit of $0.8 million projected for the end of FY 2019-20, which 
means the general revenues could no longer support operating expenditures for the 
remainder of the fiscal year. The deficit will have to be covered by the use of fund 
balances or designated reserves. 

The FY 2019-20 Revised General Fund budget is $17.5 million in revenue and $18.3 
million in operating expenditures, excluding capital and one-time transfers of $2.5 million.

City-wide revenues across the funds are projected to decrease by $3.6 million, of which 
an increase of $0.2 million were previously approved by City Council year-to-date 
(Attachment 2) and a reduction of $3.7 million are being proposed for mid-year 
adjustment as a result of the projected loss of revenues due to COVID-19. This includes
sales tax, TOT, permits and fees, other program revenues, parking fees, citations and gas 
tax revenues, as well as deferral of FEMA reimbursement related to mudslide disaster.

1. Status of General Fund Revenues and Expenditures in FY 2019-20 Revised Budget

FY 2019-20 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 tax registration, and current fees for services. 

The revised estimates for General Fund revenues are projected to be $17.5 million or 
$1.6 million (8.2%) lower than the Adopted Budget of $19 million. The following table 
demonstrates General Fund revenues for the FY 2018-19 Actual, FY 2019-20 Adopted, 
and Revised FY 2019-20 budget recommendations. 



FY 2019-20 General Fund Revenues Adjustments for Council Approval

The following revenues are projected to reflect material changes over the FY 2019-20
Adopted Budget, and recommended for budget adjustment:

 Property Tax is the City’s largest revenue source. The year-end revenues are 
conservatively projected to increase by $0.2 million based on information received 
from the Marin County Department of Finance. 

 Sales Tax is the City’s second-largest revenue source. Based on discussions with
Avenu, the City’s sales tax advisor and sales tax projections prepared by HdL the 
local sales activities forecast a dramatic drop in the last two quarters of the fiscal 
year as sales tax revenues are projected to fall short of the budget by $678,000 or 
18.5%.

 Transient Occupancy Tax (TOT) is a third largest revenue source for the City and 
is projected to decrease by $400,300 or 22% due to a significant drop in travel and 
tourism activities in March that is expected to decline at an accelerated pace in 
April-June of 2020. 

 Permits are projected to decrease by $349,300 or 35% due to a significant drop in 
building and planning permit activities in Community Development related to the 
COVID-19, followed by already slow activity levels for the year.  

 Parks & Recreation Fees and Rentals are projected to decrease by $124,500 or 
27% due to closures and cancelations of recreation classes and programs as well 
as facilities rentals.

FY 2019-20 
Adopted

FY 2019-20 
Revised

Variance
Revised over 
Adopted (%)

Property Tax 5,374,834    5,566,834   192,000       3.57%
Sales Tax 3,664,248    2,986,248   (678,000)     -18.50%
TOT 1,835,780    1,435,476   (400,304)     -21.81%
Business License 1,510,500    1,510,500   -              0.00%
Permits 996,075       646,756      (349,319)     -35.07%
Franchise Fees 811,769       811,769      -              0.00%
Fines 550,472       330,042      (220,429)     -40.04%
Parks & Rec Fees and Rentals 465,808       341,305      (124,502)     -27.04%
Other Rentals (cell towers, art fest) 295,000       295,000      -              0.00%
Investment Earnings 239,412       239,412      -              0.00%
Fees for Services 136,621       153,340      16,719         12.24%
Grants & Contributions 28,156         37,894        9,738           44.88%
Intergovernmental 27,500         27,500        -              0.00%
Other Misc. Revenue 12,500         32,683        20,183         161.47%
Sub-total 15,948,674  14,414,760 (1,533,914)  -9.62%

Transfers In 3,075,000    3,045,000   (30,000)       -0.98%

Total 19,023,674  17,459,760 (1,563,914)  -8.22%

General Fund Revenues



 Transfers in General Fund are being reduced by $30,000 to reflect a loss in 
parking revenues. The total Adopted Parking Revenue of $2.8 million included a 
transfer of $2.25 million to General Fund. The Revised FY2019-20 indicates that 
only $2.195 million is projected to be collected for the year, triggering a reduction 
of the General fund transfer by $30,000. The remaining parking revenue loss is 
being recorded in the Parking Fund, as noted below.

 Revenues for fines are projected to drop by $220,000 or 40% due to a decrease 
in the issuance of Municipal Code Fines and citations, including parking citations. 

 Other Revenues. The slight increase in other revenue categories of $46,600 was 
related to miscellaneous reimbursements and zero waste grant that was received 
earlier in the year.

FY 2019-20 General Fund Expenditures

FY 2019-20 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.

Personnel cost projections are based on the most current payroll cost and calculated for 
the remainder of the fiscal year after factoring in expected personnel changes. We are 
projecting some substantial salary savings created by vacancies and new employees 
coming in at a lower salary step of approximately $400,000 due to unusually high vacancy 
rate this fiscal year. Typically, we would not recommend reducing personnel budget due 
to salary savings, as this could be a misleading misrepresentation of the personnel cost. 
Plus, salary savings may help offset any unexpected increases before the end of the 
year, while any unused savings would simply fall back in the General Fund balance. 
However, considering the dramatic loss in general fund revenues this year, we 
recommend making this one-time adjustment to factor-in salary savings in the FY2019-20 
Revised Budget with the understanding that the full salary and benefits cost will be 
restored and included for the FY2020-21 Base Budget.

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 
2019-20 Annual Operating Budget.

We used the following methodology for the mid-year budget analysis: the year-end 
estimates in operating revenues and expenditures in excess of the adopted budget by 5% 
and $25,000 (City Manager’s authority) were considered material in nature and are being 
proposed for a budget adjustment. Throughout this exercise, we identified a number of 
items that would require an additional budget appropriation of approximately $250,000



citywide, but given the significance of the COVID-19’s impact on general revenues,
closure of facilities, and overall slowdown of services, we also anticipate generating 
savings to offset this additional cost. Therefore, we are NOT asking for any mid-year
budget expenditure amendments other than previously approved items, as described 
below. We will do a further analysis during the year-end and will bring a year-end budget 
amendment report to Council if deemed necessary.

Overall, FY 2019-20 General Fund operating expenditures are amended to $20.8 million, 
an increase of $0.6 million (after factoring in salary savings) or (3%) over the Adopted 
Budget of $20.2 million. This is primarily due to the previously approved Council 
adjustments throughout the year.  

Previously Approved Changes to the FY 2019-20 Budget

At every Council meeting, staff brings agenda items for the 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, including some items that 
were scheduled to go to Council back in March, but were postponed due to the emerging 
health crisis situation. Those items include with the next agenda date and marked as 
pending City Council approval. These adjustments increased the General Fund 
appropriation by almost $1 million (before salary savings), as further described in 
Attachment 2. 

3. Status of Non-General Fund Revenues and Expenditures in FY 2019-20 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 2019-20 Revenues

In the Adopted FY 2019-20 Budget, these revenues comprise $17.4 or 47% of the City’s 
$36.4 total revenue budget. The non-general fund revenues are projected to decrease by 
$1.98 million or 11% to $15.4 as listed in Attachment 4 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 over 
the FY 2019-20 Adopted Budget, and recommended for budget adjustment:



 Sewer Revenues project a modest increase of $24,400 due to a previously 
approved partial reimbursement for the cost of the Sewer Consolidation Feasibility 
Study from the Marin City Sanitary District.

 MLK Fund projects a $200,000 reduction in rent revenues receipts. The year two 
of the two-year budget carried-over the originally adopted revenues and did not 
factor-in the vacated spaces over the past few years

 Parking Revenues are projected to decrease by approximately $0.6 million over 
the budgeted amount of $2.8 million as described above, reflecting the decrease in 
usage of the City’s four main parking lots, along with decreases in bicycle parking 
revenues, meter collections and parking permits due to COVID-19 pandemic.

 Capital Fund Revenues are recommended for net reduction of $1.2 million, 
primarily due to staff not expecting to receive FEMA reimbursements related to the 
prior year’s mudslide disaster in the current fiscal year. Additional reductions in 
capital grants and donations are also included in this figure.

 Tidelands Revenues are projected to receive a slight increase of $45,000 due to 
actual revenues slightly exceeding the budget figures based on rental formula 
calculations and COLA provisions. 

 Gas Tax Revenues projected to decrease by $62,000 or 25% as a result of 
reduced road traffic due to social distancing recommendations and the shelter-in-
place order as well as reduced gas prices.

 Police Grants Revenues are showing an increase of $45,000 due to a receipt of 
the COPS grant reimbursement from the prior year.

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

Non-General Fund FY 2019-20 Expenditures and Transfers

Non-General Fund expenditures comprise $17.8 million or 46.7% of the City’s $38 million
total adopted expenditure budget. These expenditures are proposed to be amended by 
the net of $0.8 million, most of which were previously approved by the City Council year-
to-date (Attachment 2). 

Non-General Fund Expenditure Appropriation Adjustments for Council Consideration

 We factored in the reduction in Parking fund transfer out of $30,000 to General 
Fund as described above.

4. Projected Fund Balance Structure 

The FY 2019-20 revised budget amounts have been updated from the adopted budget 
figures following the independent audit of FY 2018-19. 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 and operating contingency is projected to be $5.4
million leaving an unassigned projected balance of $3.8 million. The total fund balance of 
$9.2 million equates to 51% of the General Fund operating expenditures (excluding one-
time and capital transfers), which is significantly above the Government Finance Officers 
Association of the US and Canada (GFOA) recommendation for government entities. This 
puts us in a slightly better financial position to face difficult budget choices next fiscal year
than many other California cities with more critical cash flow issues. 

Although the proposed FY 2019-20 mid-year adjustments include significant revenue 
losses coupled with increases in expenditures, created a structural deficit of $0.8 million 
(after factoring in $400,000 in salary savings), the impact on the overall General Fund 
balance is not as dramatic as it could be. This is a result of a better than expected 
performance at the FY2018-19 year-end, which increased the Actual FY2018-19 General 
Fund balance by approximately $3.2 million comparing to the projected figure of $9.2 
million that we reported at the budget adoption.

Staff recommends that the Council consider a one-time use of the operating contingency 
or 10% shortfall policy designation as already factored in the above table to cover the 
FY2019-20 projected operating deficit in the General Fund, with the understanding that 
staff will restore the full 10% contingency back for the FY 2020-21base budget. 
Alternatively, a combination of fund balances in the General, Parking or Vehicle Use Fund 
could also be used to cover the shortage.

Should the Council approve the recommendations listed above, the projected ending 
General Fund balance as of June 30, 2020 is projected to be approximately $9.2 million 
which is still about $1 million higher than the FY2019-20 adopted projected balance of 
$8.14 million. Again, this is due to overall better than expected performance in general 

Designations
Adopted Budget 

2019-20
Revised Budget 

2019-20
Beginning Fund Balance 12,571,770$                 12,571,770$                  
   Total Revenue 19,023,674                   17,459,760
   Total Expenditures 20,225,862                   20,798,119

   Ending Fund Balance 11,369,582 9,233,411
Non-Spendable 2,364,551 1,676,420
Restricted Reserves (Pension) 1,450,624 1,788,163
Operating Contingency
Mudslides Cleanup Designation 50,000 50,000
5% Budget Stabilization Policy 885,353 913,966
10% Shortfall Policy* 1,770,707 1,008,366

Total Designations 6,521,235 5,436,916
Undesignated Fund Balance 4,848,346 3,796,495

Operating Expenses 17,707,069 18,279,326
Ending Fund Balance as % of  Op. Expenses 64% 51%

* The 10% Shortfall Policy line-item has been reduced by the projected structural deficit of $819,566 in FY 2019-20
Revised Budget. The remaining $1 million represents about 5.5% of Operating Expenditues

GENERAL FUND (RESTRICTED & UNRESTRICTED BALANCES)



revenues, coupled with reductions in spending in FY 2018-19, and a number of prior year 
clean-up adjustments made during the year-end and audit process that resulted in the 
increased audited FY 2018-19 ending General Fund balance of $12.6 million.   

Please refer to the attached summary schedule presented in Attachment 6 of this staff 
report for additional information on the City’s Revised FY 2019-20 projected fund 
balances.

4. FY 2020-21 Budget Process in COVID-19 Environment.

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 
service increase and/or reduction options, which, when combined, will reach a balanced 
and sustainable budget. This work would be extremely challenging to complete in the 
midst of the COVID-19 response that not only is affecting the health and safety of our 
constituents but the overall health of the local economy, making it nearly impossible to 
make sound assumptions in the rapidly changing situation. 

The City of Sausalito prides itself on an open, inclusive, and comprehensive biennial 
budget process that values the input of Boards and Commissions as well as various
community partners. This process traditionally takes place over the course of several 
months and involves a number of Finance Committee meetings and Council study 
sessions in which the public has been invited to participate.

Due to an unprecedented public health crisis and accompanying State of Emergency at 
the National, State, and local levels, the City of Sausalito will be unable to complete the 
traditional budget development process prior to June 30, 2020. The State of Emergency 
has been declared by the City of Sausalito in conjunction with the recommendation will 
have significant impacts on the City’s ability to engage the public in a meaningful dialog 
concerning the next two-year operating and capital budget.

The present health concerns prevent responsible engagement of the public and will limit 
opportunities for critical public discussion concerning the FY 2020-21 and FY 2021-22 
Operating and Capital Budget, not to mention that the uncertainty of the current evolving 
situation makes any revenue projections beyond FY2020-21 extremely difficult and 
unreliable.

Even the one-year budget work presents to be a significant burden on staff under the 
current situation. Projected personnel shortages due to overwhelming needs related to 
COVID-19 response are expected to significantly reduce the ability of City staff to 
complete the necessary detailed financial projections required to complete a new budget. 
Finance staff is now actively engaged in overwhelming financial support functions that are 
expected to accompany the COVID-19 response citywide. This is in addition to the 
Finance division still suffering from two vacancies created by recent retirements and 
pursuing other major previously scheduled projects like outsourcing the City’s payroll 
function.

Staff is planning to return at the next meeting with the FY2020-21 projections on City 
revenues and expenditures at the base budget level. Staff also recommends that the City 
Council consider adopting a continuing resolution to declare that the Revised FY2019-20 



Operating and Capital Budget will be carried over as the FY2020-21 Budget for at least 
the first quarter of the fiscal year and revised and adjusted then. However, this 
recommendation is not an action item for tonight’s discussion. 

Continuing budget resolution will allow staff to better understand the impact of COVID-19 
on the City revenues and service delivery and focus on developing a comprehensive list 
of budget strategies to ensure sustainable delivery of core services with the structurally 
balanced Budget. To this end, staff will continue to monitor the City’s financial condition 
and will revise the budget assumptions based on any new information as it becomes 
available, so the City Manager can formulate a packaged budget recommendations of 
appropriate service reductions for City Council to consider. 

ALTERNATIVES

Not to adopt the attached resolutions adjusting the City’s FY 2019-20 Operating and 
Capital budget.

FISCAL IMPACT

As part of the FY 2019-20 mid-year review, the General Fund revenues are amended to 
$17.5 million, a decrease of $1.6 million or 8%, and General Fund operating expenditures 
are amended to $20.8 million an increase of $0.6 million or 3% over the Adopted FY 
2019-20 budget. In addition, staff is recommending a total revenue adjustment of $3.6 
million or 10% and appropriation adjustment of $1.4 million or 4% to other Non-General 
Funds primarily due to previously approved Council actions presented in Attachment 2
described in this staff report.

STAFF RECOMMENDATIONS

Staff recommends that the City Council adopts resolutions to adjust the City’s FY2019-20
Operating and Capital Budget. 

ATTACHMENTS

1. Resolution authorizing adjustments to the FY 2019-20 Operating and Capital 
Budget

2. FY 2019-20 City Council Previously Approved Budget Amendments
3. FY 2019-20 General Fund Revenue and Expenditures Adjustments
4. FY 2019-20 Summary of Revenues and Transfers by Fund
5. FY 2019-20 Summary of Expenditures and Transfers by Fund
6. FY 2019-20 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


