STAFF REPORT

SAUSALITO CITY COUNCIL

AGENDA TITLE:
FY 2009-2010 Mid-Year Budget Review

RECOMMENDED MOTION:
Approve Resolution Adopting Mid-Year 2009-2010 Budget Modifications

SUMMARY

This report reviews FY 2009-2010 mid-year revenues and expenditures and makes
specific recommendations for adjustments.

ANALYSIS

General Fund

Revenues

Revenues are projected to exceed budgeted revenues by $59,250. The following table
details the specific variances between budgeted and projected revenues.

General Fund Revenue
Category Mid Year Revenue Projections

Budget  Projected  Variance

SRR G  $6,905,000  $6,795,000 ($110,000)
A 1580000 1,447,250 ($132,750)

Transient Occupancy Tax 900,000 850,000 ($50,000)  94.44%
Franchise Fees . 682000 = 682000  $0  100.00%
Business Licenses 450,000 450,000 $0  100.00%
Intergovernmental 147500 147,500 ~$0  100.00%
Miscellaneous 844,200 1,130,200  $286,000  133.88%
Planning & Building 519,300 597,300 $78,000  115.02%
Recreation 324000 342000  $18,000  10556%
Transfers In 1581875 1581875 $0  100.00%
Total Revenues $13,933,875 $14,023,125 $89,2501j 100.64%
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Taxes:

Property Taxes:

Secured Property Taxes are normally assessed at the beginning of the calendar
year, then levied, collected and distributed by the County during the following
fiscal under the Teeter Plan where the City receives 55% of its levied property
taxes in December, another 40% the following May, with the remaining 5%
distributed two months later in July. The City’'s FY 2009-10 levy is $5,261,579.

As part of the 2009-2010 budget package, the California Legislature suspended
the local agency protections of Proposition 1A and passed a provision to withhold
more than $2 billion of property tax revenue from cities, counties and special
districts. The City of Sausalito’s equivalent share of the plan’s “forced loan” to the
State was $503,356. The 2009-2010 budget package also permitted the
establishment of a third-party securitization program for local governments to use
to relieve the burden of loaning the state property tax revenues. The City of
Sausalito participated in the securitization and accordingly preserved its FY 10
levied property tax revenue stream of $5,261,795.

The County is permitted under Senate Bill 2557 to assess taxing entities for the
County’s share of costs for property tax administration. The City of Sausalito’s
share of County administrative costs is approximately $110,987 (an increase of
over 10% from the prior FY). The net secured property taxes from levied property
taxes is $5,150,808, an increase of 3.3% over the actual prior year related
amount of $5,092,124.

In addition to levied secured property tax, the County collects and distributes to
the City a monthly amount of property tax pertaining to supplemental roll property
tax (properties transferred after the levy date and taxes collected with the
property’s related “closing costs”). Property taxes generated from supplemental
rolls have decreased significantly from amounts collected in previous years and
the City is anticipating some budgeted revenue shortfalls from secured property
taxes.

The City receives secured property tax in the form of unitary tax, the amount of
property taxes generated from utility companies. Utility companies allocate
property taxes to all taxing entities statewide through a special legislated formula.
Unitary taxes are approximately $40,000 per year and will remain relatively
constant this fiscal year vis-a-vis the prior fiscal year.
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Finally, the City receives secured property taxes reimbursements from the
excess monies distributed under the Educational Revenue Augmentation Fund
(ERAF) shifts from 1992-1994. Excess ERAF fund amounts have been certified
by the State and the City will collect approximately $67,500 more than was
budgeted.

Unsecured roll property taxes will be $10,000 higher than budget estimates.

Property transfer taxes are being generated consistent with the budget plan and
no adjustments to budgets are necessary.

Property tax in lieu of VLF will be $12,500 more than the FY 10 budget estimate.

In total, the City is anticipating a budgeted revenue shortfall for secured property
taxes in the amount of $110,000 primarily due to a prior year property tax
assumption that over-anticipated secured levies and supplemental roll property
taxes.

Sales and Use Taxes from general retail, Triple Flip and Police Proposition 172
as well as Transient Occupancy Tax are elastic in nature, fluctuating in relation to
the performance of the economic climate of the City. The downward projection of
$132,750 in revenues reflects the current economy and certain leading economic
indicators. Of that amount, approximately $25,000 in Sales Tax revenues of
current FY 10 sales tax revenues were erroneously accrued to the previous fiscal
year; although this is a zero-sum effect across two fiscal years, it necessitates a
current year budget adjustment. The remaining negative adjustments of Sales
and Transient Occupancy Taxes are conservative, and the realization of these
projected revenues are less certain then Property Taxes. Another militating factor
for full realization of even the adjusted Transient Occupancy Tax is the imminent
foreclosure and transfer of ownership of one of the 4 major TOT generators of
the City, and the potential closure of a smaller City hotel as it contemplates
conversion to apartments/offices.

Franchise Fees

Local Franchise Fees from state-issued gas and electric franchises are limited to 2% of
the franchisee’s gross annual receipts from the service area. Local Franchise Fees from
state-issued cable TV franchises are limited to 5% of the franchisee’s gross annual
receipts from the service area. The City has the right to govern and collect franchise
fees from local franchises issued for solid waste collection. The City’s fee is 15% of
gross annual receipts.

Revenues from Franchise Fees are generally stable in Sausalito as growth in franchise
fees are usually a direct resuit of rate increases and new residential, commercial and
industrial development. Revenue projections are in line with the budget.
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Business Licenses

The city issues Business Licenses in order to collect revenue and regulate various
commercial and industrial activities within the City. Depending on determination of the
classification of a business, the City imposes and collects either a flat tax rate or a gross
receipt tax, ranging from 0.005% to 5.25%. The City projects that revenues from
Business Licensing will generally be realized as budgeted.

Revenues from Business Licenses are generally as elastic like Sales Taxes and reflect
the City’s current economic climate.

Intergovernmental

The City receives several revenues that are subventions from the State of California. In
the General Fund, the two most significant subventions are the Homeowner's Property
Tax and State Mandated Costs Reimbursements. Because of the uncertainty of the
State budget, it is usually difficult to forecast whether the Legislature will appropriate
monies for State Mandated Costs reimbursements. At this time, no budget adjustment is
proposed.

Miscellaneous

The City receives a number of smaller miscellaneous revenues and several major
revenues. The most significant are the revenues from Southern Marin Emergency
Medical Providers (SMEMP), Municipal Code Violations and revenues from rentals of
land for antennas. SMEMP revenues received were $14,000 less than budget, and
almost $38,000 less than prior year receipts.

Annually, the City records interest income in the General Fund earned on its loan to
MLK for administration and maintenance of the property. As of June 30, 2009
outstanding loans totaled $6,007,890 (($3,398,889 in advances and $2,609,001 of
accrued interest) Simple interest accrues at a rate of 5% per annum. The City’s budget
inadvertently left out this revenue source from the FY 10 adopted budget. Accordingly,
this mid-year report and adjustments recognize the revenue source.

Typically, the remaining miscellaneous revenues are stable from year-to-year.

Planning & Building

Planning and Building Revenues are seasonal and highly elastic in conjunction with the
City’s economic climate. The economy for home construction projects has rebounded
from the moribund activity in the previous fiscal year. As a result, Planning and Building
revenues are expected to be realized in amounts $78,000 greater than the adopted FY
2010 budget.
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Recreation
Recreation revenues are expected to exceed FY 2010 budget expectations by $18,000.

Transfers

The City transfers into the General Fund monies from other City funds in order to cover
the cost of administrative services provided to the respective funds and to assist in
subsidizing General Fund levels of service. There are no FY 2010 budget adjustments
necessary for Transfers In or Out. City staff has developed a Cost Allocation Plan for
use during FY 11 and FY 12 to more accurately allocate costs to other city funds in
order to fully realize the benefit of providing administrative services.

Expenditures

Expenditures are expected to be under budgeted expenditures by $49,285. The
following table details the specific variances by department between budget and
projected expenditures and lists the requested supplemental appropriations needed:

Department

Mid Year Expenditure Projections

Supplement % of

- Budget “ Projgcted A‘p‘propr‘iatio‘h | Budget

Admin. and Finance $1,130,393  $1,167,513 $37,120. 103.28%
Inform. Tech. . 510974  5p7569 $16,595  103.25%
Planning 578,956 605,956 $27,000  104.66%
Building . 398,924 388924 ($10,000)  97.49%
Engineering 218,859 218,859 $0 100.00%
Non- Departmental | 826908 826908 $0 100.00%
Police 4,158,353 4,098,353  ($60,000)  98.56%
Fire . 3215843 3185848  ($30,000)  99.07%
Public Works 1,261,055 1,261,055 ~ $0  100.00%
Recreation | 688564 658,564 ($30,000)  95.64%
Library 684,927 684,927 ~ $0  100.00%
Transfers Out 260,000 260,000 $0  100.00%

Total Expenditures $13,933,756 $13,884471  ($49.285)  99.65%

Administration and Finance

Administration and Finance adjusted projected expenditures to be greater than the
adopted FY 10 budget because of the change in council members participation in health
insurance benefits. The department’s other operating expenditures are projected to be
within budget.
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Information Technology

A budget adjustment is necessary for the Information Technology budget to properly
carry forward the prior year unspent balance for the IT Infrastructure Plan reserve. The
department’s other operating expenditures are projected to be within budget.

Planning

Although Planning has expenditures in excess of budget for Professional Services
resulting from contracts for environmental reviews, there is an associated revenue
adjustment for additional fees to cover the expenses. The department’s other operating
expenditures are projected to be within budget.

Building
Personnel costs are projected to be $10,000 less than the FY 10 budget anticipated..

Engineering
No budget adjustment is recommended as the department’s expenditures are projected
to be within budget.

Non-Departmental
No budget adjustment is recommended as the department’s expenditures are projected
to be within budget.

Police

The Police Department will realize salary savings due to actual negotiated labor
increases being approximately $30,000 less than projected in the adopted FY 10
budget. It is also anticipated that the Police Department will realize additional $30,000 in
salary savings due to unfilled positions.

Fire
The Fire Department will realize salary savings due to actual negotiated labor increases
being approximately $30,000 less than projected in the adopted FY 10 budget.

Public Works ;
No budget adjustment is recommended as the department’s expenditures are projected
to be within budget.

Recreation
The Recreation Department anticipates salary savings due to a vacant position during
recruitment, and less labor intensive use of the part-time staff.

Library
No budget adjustment is recommended as the department’s expenditures are projected
to be within budget.
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Other Funds

All other funds are expected to be within budget.

FISCAL IMPACT

The attached exhibits provide a review of General Fund revenues vis-a-vis expenditures
for the City’s General Fund for FY 2009-10.

STAFF RECOMMENDATIONS

Staff recommends that the City Council adopt the attached resolution amending the FY
2009-2010 budget

ATTACHMENTS

¢ Resolution of the City Council of the City of Sausalito Approving Mid-year 2009-2010
Budget Modifications

o EXxhibit A General Fund Mid-Year 2009-2010 Revenue Projection

e Exhibit B General Fund Mid-Year 2009-2010 Supplemental Expenditure Request

PREPARED AND SUBMITTED BY: REVIEWED,BY:
/4 W

Charlie Francis ‘ Adam Politzéf

Administrative Services Director / Treasurer City Manager,
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RESOLUTION NO.

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
SAUSALITO APPROVING MID-YEAR 2009-2010
BUDGET MODIFICATIONS

WHEREAS, the City Council annually conducts a mid-year budget review to ascertain
the performance of all City departments in meeting their budget objectives, review revenue
trends and make budgetary adjustments for unforeseen and emergency expenses; and,

WHEREAS, it is the goal of the City Council to continue to provide the highest level of
cost-effective and exceptional customer service to Sausalito’s residents and businesses within the
funds available; and,

WHEREAS, the City Council wishes to modify the FY 2009-2010 budget to reflect that
mid-year budget review.

NOW, THEREFORE, BE IT RESOLVED that the City Council of the City of Sausalito
does hereby approve an amendment to the FY 2009-2010 City Budget to enact the changes
identified on Exhibit A, B, and C, attached hereto.

PASSED AND ADOPTED at a meeting of the City Council of the City of Sausalito held

onthe dayof , , by the following vote:
AYES: Councilmembers:
NOES: Councilmembers:

ABSENT: Councilmembers:

MAYOR OF THE CITY OF SAUSALITO

ATTEST:

DEPUTY CITY CLERK
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