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STAFF REPORT 
 
 
MEETING 
DATE:  May 14, 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: CONTINUED FY 2018/19 OPERATING BUDGET WORKSHOP AND  
  DIRECTION ON PROPOSED OPERATING BUDGET 

  
 
REQUEST 
 
Continue to hold a budget workshop including Council  direction to staff regarding the 
proposed FY 2018/19 Operating General Fund Budget. 
 
BACKGROUND 
 
This will be the third meeting regarding the City General Fund Operating Budget.  Staff made 
budget presentations on April 24 and May 8.  On April 24 staff presented the City’s overall fiscal 
health; including an overview of the Five-Year Forecast, estimated FY 18/19 Revenues and 
Expenditures, Department Goals and accomplishments and a summary by department of the 
proposed budget requests. During the May 8 presentation, Departments provided detailed 
justifications to Council regarding their proposed new budget expenditure requests; for which 
Council provided some initial feedback, prioritizations and recommendations to staff. This was a 
very valuable piece of the budget development process. 
 
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 
the Council, staff will present the proposed general fund operating budget requests to 
the Committee on May 17 for review. 
 
During the prior two Operating Budget Workshops, staff presented a variety of data and 
information regarding the proposed FY 2018/19 Operating Budget. Additionally, staff provided 
brief highlights of any proposed budget changes and their department’s goals for FY 2018/19. 
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DISCUSSION 
 
The proposed FY 18/19 operating budget will allow staff to maintain our current high level of 
services to our community as in prior years. In the course of normal business operations there are 
annual increases in costs for services that the City must absorb into the budget in order to maintain 
our existing high level of service.  To that extent, staff has already incorporated those costs into 
the proposed budget for Fiscal Year 18/19.  In addition, the Council should note that staff’s 
proposed budget meets the City Reserve Policy of 15% in Operating Funds; as well as allocation 
of funds to create a new 115 Irrevocable Trust for unfunded pension liabilities. Thus continuing to 
be prudent and conservative regarding future financial planning of city resources. 
 
At this point in the budget development process staff is focused on trying to implement other new 
mandatory cost increases and any desired additional services or programs with the remaining 
discretionary dollars. The input received from Council on May 8th has been taken into 
consideration and each department manager has provided a prioritization of their budget requests.  
Staff has spent a significant amount of time and energy creating a strategic fiscal plan that has 
successfully incorporated any known mandatory cost increases and the top priority items received 
from Council and Staff.  Based on the availability of funds, staff is recommending funding only 
the “Mandatory and Priority 1” requests. The proposed funding items are represented in Table 1. 
Some of the key personnel recommendations received from the May 8 meeting are listed below: 
 

• The addition of one (1) new officer position in the Police Department that will allow for the deployment of 
a School Resource Officer. 

• The addition of grant writer consultant services within the Administrative Services Department for city-
wide programmatic support. 

• The conversion from part-time to full-time City Hall receptionist that will relieve the burden and 
supplement staffing hours for Community Development Department and City Hall’s front desk.  

• The conversion of one full time IT Division staff member from limited term to the General Fund, which 
allows staff to maintain the current level of services for IT project management and technical assistance 
services to all departments. 
 

While staff has successfully incorporated key Council and Staff priorities into the FY 2018/19 
budget; unfortunately there is not enough discretionary revenue remaining to fund all of the 
department’s original budget requests. 
 
Upon direction from Council regarding the proposed operating budget, staff will compile the full 
draft city budget (including all funds) and distribute to the Council and post on our website for 
community consumption.  Staff anticipates providing the draft city budget to Council and public 
for review on May 25 in preparation for the public hearing for budget adoption on Tuesday, June 
12, 2018.  This time frame is consistent with prior year budget processes and provides for a full 
18 calendar days for review.  During the review period, staff is requesting that Council email staff 
any questions to ensure that we may accurately answer any questions in preparation for the June 
12 public hearing. 
 
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; any mandatory costs for salary and 
benefits, and the 3% COLA increase for FY 18-19, per the current employee labor agreements. 
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While, the proposed FY 18/19 budget is a balanced budget and complies with the City’s 15% 
reserve policy, staff is requesting use of current year (estimated) surplus funds ($750,000), the 
reallocation of a 2.5% growth assumption ($309,000) of departments Operations and Maintenance 
accounts for FY 18-19, projected FY 18-19 general fund balance ($40,000) and funding 
reallocation ($250,000) from the Vehicle Replacement Fund in order to maintain current service 
levels and meet the mandatory and level one high priorities identified by the City Council and 
Staff. 
 
For the purposes of reviewing the charts and tables within this report, staff has defined the term 
“Mandatory” to mean those items that are either contractually obligated, State or other mandates, 
or legal requirements. Additionally, the term “Priority 1” within this report means that either the 
City Council or staff have recommended the item as a key program or service for implementation. 
 
The proposed requests for funding have been reviewed by all of the department managers and are 
presented for final Council consideration and will then be incorporated into the draft budget for FY 
18/19. Due to the limited amount of general funds revenue available staff is 
recommending that a portion  of the proposed budget requests are funded with one-time use of 
funds, other revenue sources, such as Measure F, CIP and TOI,  and a funding reallocation from 
the Vehicle replacement fund  for FY 18/19. 

Table 1 
 

 
 
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 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. Staff will be developing a Revenue Generation proposal to identify 
sustainable new revenue sources that can be incorporated within the City’s operating budget in 

Department General Fund Surplus TOI Measure F CIP Total by Dept.
ASD Admin 9,024$         -$           -$         50,000$        -$        59,024$        
Citywide -$             100,000$  -$         75,000$        -$        175,000$      
Econ Dev 5,000$         10,000$     -$         -$              -$        15,000$        
Comm 15,000$       10,000$     -$         25,000$        -$        50,000$        
City Manager 40,028$       -$           -$         -$              -$        40,028$        
Council 5,000$         -$           -$         -$              -$        5,000$          
CDD 40,000$       -$           -$         -$              -$        40,000$        
City Clerk 29,203$       20,000$     -$         -$              -$        49,203$        
Finance 13,600$       75,000$     -$         75,000$        -$        163,600$      
IT 68,916$       -$           88,665$   35,300$        -$        192,881$      
HR 17,500$       10,000$     -$         -$              49,637$ 77,137$        
Police 144,300$     -$           -$         2,588$          -$        146,888$      
PRCS 65,553$       15,000$     -$         -$              -$        80,553$        
Public Works 91,239$       64,200$     -$         68,000$        -$        223,439$      
Total Ongoing: 544,363$     304,200$  88,665$   330,888$      49,637$ 1,317,753$   

Priority Levels "Mandatory" & " 1"
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future fiscal years. 
 
Given the upcoming fiscal challenges for additional new revenue staff is recommending that 
Council begin to evaluate other existing City revenue sources; such as: Measure F reserves and 
unallocated balances, sale of city-owned properties, use of Property Sale Proceeds, renegotiations 
of lease and use agreements, cost allocation of city costs, cost recovery fee study, grant 
administration, allocation of general fund to Internal Service Funds.  
 
The proposed FY 18-19 budget presented by staff incorporates a 2-year funding strategy for the 
proposed new full-time positions in the Police Department, IT Division and Community 
Development. However, staff is in the process of identifying and developing recommendations for 
new revenue sources in order to maintain these new staffing and high service levels in future years. 
 
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.  This should be recognized as a very high priority for staff during 
FY 18-19. 
 
During the May 8 budget workshop, Council had expressed a desire to see more balance of funding 
requests among the various departments in the proposed budget.  Based on the City’s 
organizational structure the Central Administration (City Clerk, Economic Development & 
Communications, City Council, City Attorney Fees, and City Manager) and Administrative 
Services Department (Finance Division, Human Resources Division and Information Technology 
Division) is comprised of nine (9) individual divisions. As are result, there are numerous large 
expenditures that are standard good budgeting practices that are assigned and allocated to these 
divisions, because they provide key and required services to all city departments and residents 
within the community.  
 
Staff has provided additional charts (A & B) that reflect the funding distribution of the new budget 
requests for FY 18/19 amongst the departments. Please note that the distribution includes an 
allocation to the “citywide” account, to clearly represent that these costs are not the request of any 
one specific department, but are necessary costs that are implemented for city-wide programs and 
services that benefit all city departments. 
 
What’s more, some city department’s budget and activities expenditures include costs for various 
projects or services that are directly benefit or are related to another department or are ultimately 
used by other city departments. Staff hopes this updated funding allocation description, charts and 
tables are more descriptive and clear for the Council and community. 
 
NEXT STEPS 
The schedule for the upcoming budget workshops for both operating and capital budget is listed 
below: 
 

May 17, 2018   Budget Review Meeting with Finance Oversight Committee 
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May 25, 2018 Distribute proposed FY18/19 budget draft for review 

June 7, 2018 Finance Oversight Committee – Discuss updated FY18/19 budget per Council 

June 12, 2018 Council Meeting / Public Hearing #1 – Budget Adoption 

June 21, 2018 Budget Recap Meeting with Finance Oversight Committee 

June 26, 2018 Council Meeting / Public Hearing #2 – (Alternative Date) 

PUBLIC OUTREACH 

Community budget workshops were held on April 17, April 23, and April 28 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, wherein 
department set-up specific stations so residents 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 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. 

In  preparation  for  the  presentation  of  City’s  first  draft  FY  2018/19  O p eratin g  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. 

RECOMMENDATION 

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

ATTACHMENT
1. Charts A& B - Ongoing & One-Time Requests  
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Chart A 

 
Chart B 

 
Chart A: 
Ongoing 
Costs 

Department $Allocation % 
Percent 

Chart B: 
On-time 
Costs 

Department $Allocation % Percent 

 ASD $4,024 0.75%  Econ $10,000 2% 
 Econ $5,000 1%  Clerk $20,000 4% 
 HR $17,500 2%  Comm $35,000 7% 
 Council $5,000 1%  PW $52,200 11% 
 Comm $15,000 2%  ASD $55,000 12% 
 Clerk $29,203 3%  HR $59,637 12% 
 CDD $40,000 5%  Finance $75,000 16% 
 City Manager $40,028 5%  Citywide $175,000 36% 
 PRCS $80,553 10%     
 Finance $88,600 11%     
 Police $146,888 17%     
 PW $171,239 20%     
 IT $192,881 23%     
Total  $835,916  Total  $481,837  
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