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REQUEST
Consider taking the following actions regarding the City’s Fiscal Year 2016-2017 unassigned
General Fund balance surplus:
1. Adopt a resolution approving an allocation strategy from the Fiscal Year 2016-2017
unassigned fund balance surplus to fund a one-time distribution of $225,000 to City staff
as part of an Employee Recognition Program
2. Direct staff to establish an Irrevocable Trust, with an initial deposit of $450,000 as part of
a fiscal strategy to address the City’s Unfunded Liability pension costs, which is currently
$46 million dollars
3. Direct staff to develop a list of projects to be funded with the remaining balance of the
unassigned fund balance

BACKGROUND
On October 24, 2017, staff presented the 1st quarter Budget report, which illustrated that the City
has an unobligated General Fund balance from the fiscal year 2016-2017 of approximately $1.5
million dollars. Subsequently, Council directed staff to provide recommendations for the use of
these funds including an employee reward or compensation component and addressing the City’s
long-term debt and reserves policy.
On November 16, 2017, the Novato Citizens Finance Advisory/Oversight Committee discussed
the City’s unassigned general fund balance surplus. The committee recommend to staff the
following use of funds: An employee compensation/bonus payment and creating a Housing
Assistance program to encourage employees to live in Novato.
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DISCUSSION
The City’s General Fund balance (Unaudited) for fiscal year 2016-2017 is $5,019,803. The
unassigned portion of that balance as discussed herein is $1,453,049. For illustration purposes, the
General Fund balance is comprised of four components and is highlighted below:
Fund balances (deficits)
Non-spendable, reported in general fund
Assigned, long-term receivables
Assigned, CIP projects
Unassigned
Total fund balance

3,097,177
9,594
459,983
1,453,049
5,019,803

Staff is recommending the allocation of $450,000 from the general fund surplus to a newly
established Irrevocable Supplemental Trust that will be created in an effort to begin addressing the
City’s increasing unfunded pension liability. Based on the City’s June 30, 2016 Actuarial report
prepared by Bartel & Associates, the City has an Unfunded Pension Liability of $46,000,000
dollars. This liability balance is a combination of pension costs for Public Safety employees ($24
million dollars) and Miscellaneous employees ($22 million dollars). Within the next 60 days staff
will solicit proposal from companies and provide a recommendation of a company for the City to
establish an Irrevocable Trust.
Additionally, staff is recommending a one-time payment of approximately $225,000 to be
distributed amongst the City’s 196 employees using a portion of the unassigned fund balance. This
payment will be non-CALPERS reportable.
If given direction from Council, the City Manager’s Office will coordinate with each city
department to develop a list of projects for consideration of one-time funds from the remaining
unassigned fund balance surplus. The criteria for project selection will include, but not limited to:
Community Benefit, Project Budget, Staffing Resources and Project Timeline.
FISCAL IMPACT
The approval of these allocations will not impact the City’s ability to comply with our General
Fund reserve policy. The City’s General Fund policy is 15% and currently the City is exceeding
that policy with approximately 18% in the reserve fund.
The fiscal impact of funding an irrevocable supplemental trust, notwithstanding the initial
$450,000 deposit, is not yet fully determined. In light of the fact that the City’s investment earnings
will be based on future growth assumptions and market conditions, Staff cannot accurately
estimate the impacts.
The fiscal impact of the $225,000 employee recognition payment and the one-time funding of City
projects will be allocated from the unassigned general fund balance and will have no additional
fiscal impact.

2

2

RECOMMENDATION
Staff recommends that the Council take the following actions regarding the City’s Fiscal Year
2016-2017 unassigned General Fund balance surplus:
1. Adopt the resolution approving an allocation of $225,000 from the Fiscal Year 2016-2017
unassigned fund balance surplus to fund a one-time payment to City staff as part of an
Employee Recognition Program
2. Direct staff to establish an Irrevocable Trust, with an initial deposit of $450,000 as part of
a fiscal strategy to address the City’s Unfunded Liability pension costs, which is currently
$46 million dollars
3. Direct staff develop a list of projects to be funded with the remaining balance of the
unassigned fund balance
ATTACHMENT
1. Resolution

3

3

J-6
1.

ATTACHMENT 1
CITY COUNCIL OF THE CITY OF NOVATO
RESOLUTION NO. ________
RESOLUTION AUTHORIZING AN ALLOCATION OF
$225,000
FROM
THE
FISCAL
YEAR
2016-2017 BUDGET OF UNASSIGNED FUND
BALANCE SURPLUS TO FUND A ONE-TIME
PAYMENT TO CITY STAFF AS PART OF AN
EMPLOYEE RECOGNITION PROGRAM

WHEREAS, to improve public’s image of local government, it is vital for public
agencies to retain talented and experienced employees; and
WHEREAS, staff recognizes the development of a long-term compensation
strategy, and the need to recognize employees is an essential part of building a city-wide
culture that promotes employee commitment and engagement; and
WHEREAS, the City’s General Fund balance (Unaudited) for fiscal year 20162017 is $5,019,803 and the unassigned portion of that balance is $1,453,049; and
WHEREAS, Council wishes to authorize a one-time payment of approximately
$225,000 to be distributed amongst the City’s 196 employees using a portion of the
unassigned fund balance as a non-CALPERS reportable.
NOW, THEREFORE, BE IT RESOLVED that the City Council of the City of
Novato hereby approves the allocation of $225,000 from the unassigned fund balance from
fiscal year 2016-2017 to be distributed amongst the City’s 196 employees.
*

*

*

*

*

*

I HEREBY CERTIFY that the foregoing resolution was duly and regularly adopted by the
City Council of the City of Novato, Marin County, California, at a meeting hereof, held on
the 28th day of November, 2017, by the following vote, to wit:
AYES:
NOES:
ABSTAIN:
ABSENT:

Councilmembers
Councilmembers
Councilmembers
Councilmembers

________________________________
City Clerk of the City of Novato
________________________________
City Attorney of the City of Novato
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