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AGENDA TITLE:

e General Fund Quarterly Financial Report for the Fourth Quarter Ended June 30,
2008

RECOMMENDED MOTION:

e Accept the General Fund Quarterly Financial Report for the Fourth Quarter
Ended June 30, 2008

SUMMARY

As part of the City’s new financial policy, staff is to present the General Fund financial
report to the City Council on a quarterly basis within 45 days after the quarter ended
and to the Finance Committee on a monthly basis. This is the second report in the new
policy; the first was presented to Council on June 10, 2008. The financial report
contains budget estimates, revenues and expenditures actual. The attached financial
report summarizes the General Fund operating result for the period July 1, 2007 to
June 30, 2008. The targeted percentage of revenue receipts and expenditure
disbursements is 100% for the period.

ISSUES

The quarterly financial report is prepared‘ on a “cash” basis. As a result, certain
revenue and expenditure accounts may not reflect the actual for nine months due to
timing of when revenue is received or expenditure is paid.

General Fund Revenues
For the nine months ended June 30, 2008, General Fund reported revenue collection

including transfers in from other funds of $14,737,069 which is 109.6% of the annual
revenue budget. Below is an explanation of certain revenues collection pattern.
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Property Tax

The City receives secured property tax from the County of Marin on a “teter plan” basis
with 55% payment in December, 45% in April, and 5% in June. Property tax exceeded
the budget slightly by 1.9%.

Sales & Use Tax

The State of California pays the sales tax to the City based on advance and true-up.
Sales and use tax exceeded the budget by 5.7% reflecting the City's unique economy
as a “tourist destination”.

Transient Occupancy Tax (TOT)
The City receives the TOT on a monthly basis from the hotels 30 days after the month
ended. TOT exceeded the budget by 2.7%.

Franchise Fees

Cable franchise fee is received by the City 30 days after the quarter ended. For electric
and gas franchise fees, payment is received from PG&E in April of each year.
Franchise fees exceeded the budget by 6.2%.

General Fund Expenditures

For the twelve months ended June 30, 2008, General Fund reported expenditures
including transfers out to other funds of $13,969,650 which is 100.2% of annual budget.

All departments with the exception of Planning Department and Fire Department were
expected to come within budget and did with the additional exception of the Non-Dept
Expenses. The City Council approved an additional $50,000 expenditure appropriation
to the Planning Department to fund the Deputy Planning Director position which was
created after the Planning Department budget for FY 2008 was adopted. To fund this
position, the full-time Parking and Transportation Manager position was reallocated to
the Planning Department. The Planning department was at 106% of their budget.

Fire Department FY 2008 payroll cost was projected to go over budget by $75,000
$85,000 due to excess overtime of at least $35,000 and vacation cash out of $45,000
as required by the Memorandum of Understanding. The actual over budget amount was
$76,034. The Fire Department was at 102.5% of their budget.

The Non-Dept expenditures exceeded the budget by 10.8% due to an excess in legal
professional services.

FISCAL IMPACT

There is a historical informational report.
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STAFF RECOMMENDATIONS

o Accept the General Fund Quarterly Financial Report for the twelve months
ended June 30, 2008

ATTACHMENTS

General Fund Quarterly Financial Report for the Twelve Months Ended June 30, 2008

PREPARED AND SUBMITTED BY: APPROVED BY:
l/‘%‘ '% /v
Laurie Ireland-Ashley Adarh Politzer
Finance Director/Treasurer City Manager
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Sausalito Business Advisory Committee

Current Market Conditions

October 16, 2008

Commercial Office/Industrial Market — Bruce O. Huff, The Kimber Companies

The commercial leasing market for offices, industrial space and design studios can be best
described as stable. Going forward, our outlook for the immediate future is extremely cautious.

The prosperity of commercial property owners is directly tied to the success and/or financial
viability of our tenants. Property owners look at the tenant’s current financial status, the outlook of the
tenant’s industry or profession, and the general health of the local, regional and national economies in
when deciding whether or not a specific tenant is a good fit. These considerations will also affect the
amount of space we will lease to any tenant and the amount of investment in improvements we are
willing to contribute.

Sausalito has been fortunate that it has a healthy mix of commercial tenants. From small
distributors to technology innovators, from recreational maritime businesses to web developers, our
market has always contained variety and, therefore, the success of our buildings is not wholly
dependent upon a single industry. Until recently, the single largest growth industry in our buildings has
been what we affectionately call the “commercial arts” — highly artistic design firms, designers,
advertising agencies, etc. We have witnessed a steady growth of these industries for the early 1980's to
date.

Recently, with the closing of the Pacific Stock Exchange and the advent of high speed
broadband, the small financial firms have increased significantly in Sausalito.

Currently, in our buildings, Class A space is leasing from $2.50 - $3.50 per square per month,
depending on location, age, and services provided. Class B space is leasing at $1.75 - $2.50 per square
per month, depending on location, age, and services provided. Art Studios and industrial space costs
$1.25 - $2.00, depending on the building. Recently, some of the Greene holdings sold. The new owners
appear to be trying to get significantly higher rates; however, we do not believe that they will have
stable tenancies at their current offerings. Since 2005, the vacancy rate in buildings that we manage has
been under 5%.

Sausalito is a “boutique” market for office and design space. Our typical tenant, notwithstanding
the industry in which they participate, has not changed in the last 25 years. Our tenant profile is a small
to medium sized, closely held company, where the principals live in Marin. They will pay slightly higher
rental rates to enjoy the ambience that Sausalito has to offer.

Our cautious outlook is a result of concern in the national and state economy. Obviously, there
are earthquakes occurring in the financial markets and we are not sure how the ripple effects will impact
our tenants. All of our tenants tell us that business is good, but they are “looking over their shoulders”.
We concur and are doing the same.
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Sausalito Business Advisory Committee

Current Market Conditions

As mentioned earlier, our buildings are stable. For the past 8 years, we have consciously decided
to renew leases without rate re-negotiation and have intentionally kept our buildings full. In the past 18
months, | have noticed a sharp decrease in calls from new tenants to lease space, thus this strategy has
been good for us. This indicates to me that there is a significant level of uncertainty in the general
economy. We often tell our associates that there is good news and bad news. The good news is that no
one is moving (our tenants are renewing their leases) — the bad news is that no one is moving (in).
Bruce Huff
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Sausalito Business Advisory Committee

Current Market Conditions

Chamber of Commerce Perspective - Oonagh Kavanagh, CEO Sausalito Chamber,
Jeff Scharosch, The Spinnaker Restaurant
Yoshi Tome, Sushi Ran

Overall, the Sausalito merchants and restaurants have reported a relatively good
summer season, with a high proportion of European tourists visiting town. Sausalito is
particularly appealing to Europeans tourists, because of our atffractive waterfront
location and unique stores/restaurants/art galleries and the Europeans are still eager to
spend and take advantage of the strength of the Euro against the $.

Restaurants have also experienced a recent increase in business coming from the local
corporate market. As air fravel costs increase, companies are choosing fo stay local,
rather than fravel, for corporate enterfainment.

During this summer, we have also seen a substantial increase in the number of cyclists.
Again, many of the cyclists are European tourists, renting bikes from Blazing Saddles and
other companies.

Overall, having these cyclists/additional visitors is good news for local business,
particularly coffee shops, cafes, ice cream stores and convenience service stores.
However, we have received some complaints from some local residents about cyclists
causing congestion problems in certain areas, particularly those areas where there are
bike racks in downtown Bridgeway. This summer season is drawing to a close but it is
important that we work on some solutions for next year - this will require communication
and collaboration between the City of Sausalito, the Police department, the Chamber
and the bike rental companies.

Business Closures and Openings:

On the positive side, we have had several new businesses open in Sausalito this year,
such as Wellingtons Wine Bar, Le Garage and most recently, Piccola Teatro. These
particular newcomers seem fo be the right profile for Sausalito and have already
developed a strong following among local residents.

However, on the negative side, we have also seen several closures of long standing
businesses, such as The Cat & Fiddle and Peter Pan Donuts and there are several
spaces downtown that have been vacant for an extended length of fime. The
Chamber is working with the City to investigate the reasons why these businesses are
closing and how we can actively recruit more of the "right profile” businesses to
Sausalito.
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Sausalito Business Advisory Committee

Current Market Conditions

Future Outlook:

The winter months, November through February, are always quieter and tougher for a
tourist driven town like Sausalito and this year, business owners are even more
concerned because of the current financial state of the economy. The Chamber and
the City are working together to encourage local business to be “pro-active” and start
to put promotional programs in place now, that will hopefully drive people to shop
locally during the quieter Winter period.

The City Council approved the Hospitality Committee to provide seed money, for three
specific holiday promotions: Tree Lighting, Cable TV and the Gingerbread House tour
advertising. This measure was welcomed and appreciated by Chamber members and
local business owners. Mark Flaherty of The Inn above Tide, Tom Gangitano of Gene
Hiller and Stacey Fraser of Dis & Dat, are acting as Chairs of Lighting, Cable TV and
Gingerbread House tour respectively and are working with Oonagh Kavanagh, CEO at
the Chamber to reach out to other local businesses to provide additional financial
support to implement these programs.

Finally, at the Chamber BizX Meeting in October, the question was raised about
whether free holiday parking would be available again this year. The business
community believes that this is an important incentive to people to shop locally so they
would strongly urge City Council to approve holiday parking again this year.
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