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STAFF REPORT 
 
 
MEETING 
DATE:  May 8, 2018 
 
TO: City Council 
 
FROM: Regan M. Candelario, City Manager 
 Michael Antwine, Assistant City Manager 
 Tony Clark, Finance Manager 
 
PRESENTERS: Michael Antwine, Assistant City Manager 
 Tony Clark, Finance Manager 
 Department Directors 
 

SUBJECT: FY 2018/19 OPERATING BUDGET WORKSHOP DEPARTMENTAL  
  BUDGET PRESENTATIONS AND PROPOSED OPERATING BUDGET  
  RECOMMENDATIONS 

  
 
REQUEST 
 
Hold a budget workshop regarding the first draft of the proposed FY 2018/19 Operating General 
Fund Budget and provide direction to staff.  
 
BACKGROUND 

The development of the City’s annual budget development process is a six (6) month process from 
January – June each year. The process begins with the review of the City’s mid-year budget, 
projection of estimated revenues & expenditures, review of the 5-year forecast, development of 
the Capital Improvement Program (CIP) Budget, submission of department requests for funding, 
community and stakeholder workshops, draft operating budget development, and Council adoption 
of the City budget in June. 
 
DISCUSSION 
 
In preparation for the presentation of City’s first draft FY 2018/19 Operating Budget 
presentation, staff held community budget workshops on April 17, 23 and 28. During the 
workshops staff presented an overview of the City’s budget and five-year forecast of City 
revenues and expenditures, and set-up department-specific stations where participants could 
interact with City staff, ask questions, and provide feedback on City budget priorities.  
 
Additionally, on April 19 staff met with the Novato Citizens Finance/Advisory Oversight 
Committee to present the draft CIP budget recommendations. Upon further budget direction from 
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the Council, staff will present the proposed general fund operating budget requests to 
the Committee on May 17. 
On April 10, 2018, staff presented the proposed Capital Improvement Program Budget to the City 
Council, and the first draft of the City’s Operating Budgets was presented at the April 24th, 
2018 meeting and additional discussion will continue on May 8. 
 
During the Operating Budget Workshop, staff will present a variety of data and information 
regarding the proposed FY 2018/19 Operating Budget. Additionally, staff will provide brief 
highlights of any proposed budget changes and their department’s goals for FY 2018/19. 
 
Budget Development Assumptions: 
 
Consistent with previous City budget processes, the City’s departments FY 2018/19 budget 
development process includes a 2.5% growth rate assumption to the current year’s approved 
budget in operations and maintenance (O&M) budgets. Additionally, the department’s budgets 
include any mandatory costs for salary and benefits, such as the 3% COLA increase for FY 18-
19, per the current employee labor agreements. 
 
While, the proposed FY 18/19 budget is a balanced budget, staff is requesting the use of prior 
and current year (estimated) surplus funds in order to maintain current service levels and meet 
the needs associated with new additional services. Staff believes that the use of these one-time 
funds are necessary if we are to meet the needs of the community and the expectations of the 
City Council. Notwithstanding those facts, staff feels that the organization is approaching a 
cross-roads and important time wherein we must begin to strategically plan and evaluate the 
City’s operational needs, staffing capacity and fiscal resources, including developing creative 
and aggressive strategies for additional future revenue generation. These are important factors 
to consider given the future projected general fund deficits in later years. In furtherance of this 
point, staff has begun the process of identifying opportunities for costs savings and revenue 
growth and have listed those within this report. 
 
The proposed requests for funding have been reviewed by all of the department managers and are 
presented for Council consideration and feedback. Staff feels that the recommended funding 
allocations to the City’s FY 18/19 budget are important for the operational needs of the 
organization and to meet Council’s objectives. Staff is recommending that the majority of these 
funding allocations be limited to one-time use of funds. As part of this presentation, staff will review 
the key issues and any new recommendations, as well as take specific inquiries and input from the 
Council during each department’s presentation. 
 
ANALYSIS 
 
The proposed budget emphasizes a prudent and targeted approach on our community’s highest 
priorities and most pressing challenges. The City anticipates financial stability for the FY 18-19 
budget; however, as previously stated staff acknowledges that it is time to begin developing a 
plan for revenue generation and growth that will allow the City to maintain service levels to the 
community in future fiscal years. 
 
If approved by Council, where applicable the proposed funds will be allocated as one-time 
expenditures available from prior year surplus. Staff does recognize that there are other options 
available to Council for the use of these surplus funds; for example, allocating funds into the 
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City’s general fund reserves or allocating funds for pension costs. With that being said, staff 
feels that the use of these funds for a one-time allocation will create a positive return on 
investment for the City. Likewise, if Council determines that none of the surplus proposed 
funds will be included in FY 18/19 budget, staff will still be able to present a balanced budget 
for FY 18/19. 
 
However, it is important to note that the current five-year forecast does indicate, future general 
fund deficits beginning in FY 19/20; although this projection does not take into consideration any 
future COLA increases after FY 18/19 during the last four (4) years of the forecast. With that 
being said, assuming the Council were to approve a 3% COLA increase for employees starting 
FY 19/20, the City’s general fund deficit would increase from $838,408 to $2.3 million in FY 
22/23. 
 
FY 18/19 Proposed Additional Funding Allocation (Key Allocations only) 
 
Council Sponsorship Fund - staff is proposing that we add an additional $5,000 to the city’s 
sponsorship fund account to allow the City Council to provide assistance to local community 
organizations that provide services to the residents of Novato. In the past the City has budgeted 
approximately $20,000 in this account, but has consistently exceeded the approved budget amount. 
The proposed new total is $25,000. 
 
Additionally, staff is reviewing the City’s Sponsorship Policy to create a more consistent and clear 
process for the community. Any proposed changes to the Sponsorship Fund policy will be 
submitted to the City Council for consideration. 
 
Youth Financial Assistance Program - The Parks, Recreation and Community Services 
administers a financial assistance program that provides a $150 credit to eligible families and a 
40% reduction of fees for any city-staffed youth program. Currently, the program assists 
approximately 240 families each year. This program is extremely successful and well received in 
the community. Additionally, the program leverages an additional $10,000 through a grant from 
the State of California. In an effort to continue with the City’s strategic plan goal of Community 
Service, an additional $10,000 is recommended to expand the services of the program. 
 
Economic Development & Incentive Programs - Staff continues to move forward with an 
Economic Development Strategy that is multi-faceted and builds upon the City’s commitment and 
investment in attracting a variety of different business sectors and industry to Novato. 
Additionally, staff is focusing on public-private partnerships, and enhancing City business 
services including permitting and development processes, and business development, and 
implementation of a formal business retention and expansion program—to create a strong, diverse 
local economy. To that extent, staff is recommending one-time funds to accomplish the following 
activities: 

Tenant Incentive Program - staff is recommending allocating $150,000 to create programs that will 
provide assistance to new or existing business to locate or expand their business in Novato. Staff is 
proposing a “Pilot Program” utilizing one-time funds. 

 
Website Updates – Staff is recommending allocating $25,000 in one-time funds to implement 
improvements to the City’s websites that will improve the User-Interface and functionality of the 
City’s website. 

 
Employee Vision Program – Human Resource Division will be creating a Vision program for all 
City employees. The anticipated costs for this program is $50,000 
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Transit Commuter Benefit Program – The Administrative Services Division is enhancing the 
City’s Transit Commuter Benefit Program. The anticipated costs for this program is $40,000. 
 
Cannabis Community Outreach Plan – The Administrative Services Department will be hiring 
a consulting firm to develop and implement a community outreach plan to develop the City’s 
policies and regulations on Cannabis. The anticipated costs for this program is $50,000. 
 
Organizational Efficiencies through Personnel Changes 
 
The intent of the proposed personnel changes recommended in the FY 18-19 Budget are designed 
to create greater efficiencies and productivity. In addition, these changes will develop succession 
planning models for city departments. 
 
Administrative Services Department & Parks Recreation, Community Services: 

1. Grant Writer (city-wide projects) - $50,00 to 100,000 (one-time costs) 
 

2. Human Resources Division - $25,000 (net increase costs)  
a. Reclassification of the Principal Analyst position to a Senior Analyst/Risk Mgt. 

Analyst 
b. Reclassification of the Management Analyst 1 position to Human Resource Analyst 
c. Reclassification of the Office Assistant position to Human Resources Assistant  

 
3. Information Technology Division - $127,000 (increased costs) 

a. Transfer of Technical Business Analyst position from Limited Term (Measure F) to 
General Fund 

 
4. Parks Recreation, Community Services Department - $53,553 (net increase costs) 

i. Costs Increases - $186,973 
a. Reclassify Recreation Operations Manager to Deputy Director position 
b. Add Gymnastics instructor (.75 FTE) 
c. Change a Recreation Coordinator position from .75 to Full-Time 1.0 FTE 
d. Reclassify the Administrative Technician position to Management Analyst 1 
e. Reclassify Office Assistant II (.75 FTE) to Sr. Office Assistant 1 

i. Costs Decreases - $133,420 
b. Reallocate funds from 2nd Admin Tech position 
c. Reduction of Part-Time salaries 
d. Reduction in Overtime   

 
 
Fiscal Challenges 
Pension Costs 

a. Creating the 115 Trust and budgeting for future contributions to that fund from the General 
Fund 

b. Work with other local and regional agencies and state legislature to develop policies to decrease 
future unfunded liabilities 

 
Labor Negotiation 

a. Develop a strategy for labor negotiations for 2019 
b. Future deficits in the General Fund may impact labor negotiations 

 
Utilities 

a. Develop aggressive cost saving measures and policies for all city facilities 
b. Direct Bill/Charge Utility costs to lessees of city property 
c. Develop an activity based cost system to allocate city wide utility costs 

 
Legal Fees 

a. Identify strategies to reduce costs on legal services 
b. Update Risk Management Safety and Liability Plans 

General Fund Allocation to Internal Funds 
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a. Long-Term Facility Maintenance & Infrastructure  
b. Vehicle Replacement Fund 

Fiscal Health and Revenue Generation – Integrate the Council’s Strategic Plan within the 
FY 2018/19 Budget. Staff will continue to identify potential reductions and savings, 
opportunities to leverage private funding and/or resources, and create new efficiencies to have 
an even greater impact on our Five- Year General Fund Forecast. Some of these areas of focus 
will include the following: 
 

 Comprehensive Fee Study – perform a total City-Wide cost analysis to update current fees for 
service to ensure adequate cost recovery. 

 
 Economic Development Opportunities - new businesses and proposed revenue generating projects 

 
 Future Sales Tax growth – staff is currently budgeting conservatively at 2.5 %; however, the current 

trend shows a growth rate of approximately 2.75% 
 

 Joint Ventures and Public Private Partnerships - create partnership with other agencies 
 

 Property Management Plan - review all existing leases and Perform Costs Benefit Analysis of Sale 
of City property 

 
 Leveraging Use of Special Revenue Funds - Measure F Reserve, Unallocated Balance, Hamilton 

Trust Fund, Technology Organization Improvements (T.O.I.) 
 

 Refinance Existing Long-term Debt - analyze existing long-term debt for costs savings 
 

 Cost Allocation Plan to General Fund - allocate charges to each city department and funds for direct 
services and admin costs 

 
 Grant Research and Writing - identify staff or consultant to perform aggressive grant writing for 

city-wide projects 
 

 City Investment Policy - review City’s Investment policy and strategize opportunities to increase 
investment earnings 

 
NEXT STEPS 
 
The schedule for the upcoming budget workshops for both operating and capital budget is listed 
below:  
 

May 8, 2018      Council Meeting – FY18/19 Operating Budget Council Workshop  
May 14, 2018     Budget Meeting with Marin Valley Mobile Country Club  
May 15, 2018     Council Meeting – Final FY18/19 Budget Direction at Council Workshop  
May 17, 2018     Budget Meeting with Finance Oversight Committee   
May 25, 2018     Council Meeting – Distribute proposed FY18/19 budget draft (18 days)   
June 7, 2018     Finance Oversight Committee – Discuss updated FY18/19 budget per Council  
June 12, 2018     Council Meeting / Public Hearing #1 
June 24, 2018      Council Meeting / Public Hearing #2 – Budget Adoption 

 
PUBLIC OUTREACH 

 
Community workshops were held on April 17th, April 23rd, and April 28th at City Hall, the 
Hamilton Community Center, and the Margaret Todd Senior Center where staff provided an 
overview of the City’s budget and five-year forecast of City revenues and expenditures, where 
participants could interact with City staff, ask questions and provide feedback on City budget 
priorities. On April 19 staff met with the Novato Citizens Finance/Advisor Oversight Committee 
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to present a preliminary draft of the CIP program budget. On May 17, staff will meet with the 
Committee again to discuss any changes to the operation budgets based on Council feedback. 
Staff will provide the Council with any Committee feedback at the next Council budget 
workshop. 

 
RECOMMENDATION 

 
Staff recommends that Council hold a budget workshop regarding the proposed FY 2018/19 
Operating Budget and provide direction to staff. 
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