September 28, 2020
Chair and City Councilmembers
City of San Carlos
600 Elm Street
San Carlos, CA 94070
Honorable Chair and Members of Council:
On behalf of the entire San Carlos staff, I am pleased to present the Fiscal Year 2020-21
Operating Budget for the City of San Carlos along with the Five-Year Capital Improvement
Program Budget.
For several years, the City has adopted two-year budgets, most recently the Fiscal Year (“FY”)
2018-20 Biennial Budget. On February 27, 2017, the City Council adopted Ordinance 1519 to
consolidate the City’s General Municipal Election with the Statewide Election, thereby moving to
even-numbered year elections. In an effort to realign the budget with the new election cycles, it
was planned that the FY 2020-21 Budget would cover the period of one year instead of two.
The purpose of the budget process is to identify the fiscally sustainable services that the City may
reasonably expect to provide within the context of the City’s available financial resources. San
Carlos has never been a “tax rich” city, in that only about 10% of property taxes paid by its
residents goes toward funding the City. In fact, 100% of the property tax revenue the City receives
only pays for about 71% of the cost to provide Police and Fire/Emergency Medical Services. San
Carlos also doesn’t have any special revenue taxes, such as a local ¼ or ½ cent sales tax or a
utility user tax. This presents many challenges to providing high quality services and improving
infrastructure and facilities.
In March 2020, the City and the rest of the world experienced an unprecedented event with the
declaration of the worldwide pandemic of a novel coronavirus (named “COVID-19” by the World
Health Organization). It was also highly unexpected when the City of San Carlos was informed
that a hotel within the city would be used to quarantine several individuals that had been exposed
to COVID-19. That same day, the City Manager activated the City’s Emergency Operations
Center and, acting as Director of Emergency Services, proclaimed the existence of a local
emergency pursuant to 2.28.060(A)(1) of the San Carlos Municipal Code (Attachment 2) in
response.
As a result of concerns over COVID-19, the San Mateo County Health Department recommended
that all non-essential functions be cancelled. Therefore in March 2020, the City of San Carlos took
the following actions:
x
x
x
x
x

Closed the Adult Community Center (ACC);
Closed the Youth Center following the closure of the schools;
Closed City Hall to the public and moved the majority of employees to a remote work
environment;
Closed the San Carlos Library;
Closed playgrounds and public restrooms;
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x
x
x
x
x

Moved Council and Commission meetings to online platforms;
Cancelled private events in City facilities;
Cancelled Youth Center and ACC activities, including senior trips, spring break camps
and activities.
Suspended sports leagues; and
Cancelled City events including: Hometown Days; Farmers’ Market; Summer Concerts;
and future events scheduled for the Fall/Winter time frame in accordance with the health
orders.

The City Council also took additional steps to offer assistance to the public during this difficult
time including the following:
x
x
x
x
x

x

Established a Tenant Assistance Program in the amount of $112,000 and authorized the
City Manager to enter into an agreement designating Samaritan House as the program
administrator;
Donated $112,000 to the San Mateo County Strong Fund, which was established to
provide support to small businesses in San Carlos;
Donated $70,000 to One Life Counseling Program to support its food distribution program;
Donated $20,000 to Caring Cupboard food assistance program;
Approved the temporary closure of the 600-700 Blocks of Laurel Street and temporarily
eliminated the parking on portions of Laurel Street and San Carlos Avenue to allow
restaurants and businesses to use the right-of-way to extend outdoor dining and showcase
merchandise; and
Adopted a Resolution approving Street/Bicycle Loop Plans to encourage pedestrian
activity.

In addition to all of the City Council actions, City staff has continued to implement all protocols
and procedures necessary to keep our employees and the public safe.
As a result of the pandemic, this budget process has been different than any other fiscal year. In
April 2020, the City Council approved Resolution 2020-019, authorizing the City Manager
“Continuing Resolution Authority” consistent with the FY 2019-20 Operating and Capital Budget
through September 30, 2020. Continuing resolution authority is authority to continue services and
to pay bills and payroll at a level consistent with the prior year’s budget.
On August 24, 2020, the City Council held a Budget Study Session to review proposed changes
in revenues, expenditures, programs and projects for the FY 2020-21 budget. The Proposed
Budget reflects the funding priorities and program changes that the City Council directed staff to
incorporate.
This budget document contains the following:
1. An economic update as it relates to local and regional unemployment rates and real estate
markets;
2. An update to the beginning fund balance projections based on actual audited results from
the prior fiscal year;
3. A status report on the projections for FY 2019-20 prior to the final audit;
4. The proposed Operating Budget for FY 2020-21 that identifies any budget adjustments
that require Council action;
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5. The proposed changes and updates to the Five-Year Capital Improvement Program
Budget; and
6. An update on the performance measures and goals for each department.

ECONOMIC UPDATE
In August 2020, it was reported that the real gross domestic product (“GDP”) decreased at an
annual rate of 31.7 percent in the second quarter of 2020, according to the second estimate
released by the Bureau of Economic Analysis. In the first quarter, real GDP decreased 5.0
percent. GDP swings are typically reported at an annual rate — as if they were to continue for a
full year — which can be misleading in a volatile period like this. The overall economy in the
second quarter was 9.1% smaller than during the same period a year ago. The decline in second
quarter GDP reflected the response to COVID-19, as "stay-at-home" orders issued in March and
April were partially lifted in some areas of the country in May and June, and government pandemic
assistance payments were distributed to households and businesses. This led to rapid shifts in
activity, as businesses and schools continued remote work and consumers and businesses
canceled, restricted or redirected their spending.
The US retail section may take years to recover from the impact of COVID-19, and the hit could
be worse than that of the Great Recession. According to eMarketer’s latest forecast on US retail
sales (which includes auto and fuel), total retail sales will drop by 10.5% this year, steeper than
the 8.2% drop on 2009. Total retail sales will not rebound to the 2019 level until 2022, and
estimates throughout the forecast period will be lower than previously predicted.
As of June 2020, there were an estimated 394,200 jobs in the County, a decrease of 53,100 jobs
from a year earlier. The unemployment rate in San Mateo County has increased from 2.2% in
June 2019 to 10.8% in June 2020. The San Carlos unemployment rate has increased from 2.1%
in June 2019 to 7.4% in June 2020. This compares with an unadjusted unemployment rate of
14.9% for California and 11.1% for the nation during the same period. As of June 2020, there
were 929,100 jobs reported in Santa Clara County, an area to which our economic fortunes are
closely linked. This represents a decrease of 95,800 jobs from one year earlier. Santa Clara
County’s unemployment rate has increased from 2.6% in June 2019 to 10.7% in June 2020.
In the last month, the National Association of Realtors released a report that shows an average
sales price for existing homes nationwide was $295,300 in June 2020. This number reflects an
increase of 3.5% from June 2019. According to data from the San Mateo County Recorder, the
median home price of a single-family home in San Carlos is $1,925,000 as compared with
$1,970,000 from the same period a year ago, reflecting a decrease of 2.3%.
The COVID-19 pandemic has impacted every section of the state’s economy and has caused
record high unemployment. The mandated closure of restaurants, event spaces and touristic sites
drastically impacted the economy. It will take years before consumer activity returns to normal.
For more information about the City of San Carlos, please refer to the “Community & Economic
Profile” document in the Budget Overview section of the budget document.
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FISCAL YEAR 2019-20 FINANCIAL PERFORMANCE
The City’s financial performance in FY 2019-20 is projected to be better than budgeted. The table
below compares the Revised Budget and Projected Revenues and Expenditures for the General
Fund – the City’s primary operating fund. Expenditures are projected to be less than the Revised
Budget and Revenues are expected to end the year higher than previously estimated. This “net
savings” outcome is the result of several important factors that derive from the City’s long standing
commitment to responsible and prudent financial management by budgeting revenues
conservatively and maintaining approved expenditures within budgeted parameters.

FY 2019-20 GENERAL FUND (in millions)
Revenues
Operating Expenditures
Net Allocations/Transfers In (Out)
Change in Operating Funds
One-Time Paydown Unfunded
One-Time PG&E Settlement
Net Transfer Capital Reserve to Fund 25
Net Change in Fund Balance

2019-20
Revised*
$
43.33
48.46
1.73
(3.40)
(7.00)
(0.50)
$
(10.90)

2019-20
Projected
$ 46.96
44.32
1.73
4.37
(7.00)
1.00
(0.50)
$ (2.13)

*

Revised Budget includes adjustments to revenues and appropriations made by the City Council during the fiscal year.

FY 2019-20 revenues are projected to be higher by approximately $3.63 million primarily due to
increases expected from property and other uses of money and property. Expenditures are
projected to be $4.14 million less than the revised budget primarily due to salary savings from
positions held vacant during the year and savings from the timing of professional services
expenses that were tied to the large scale development projects.
As the table above indicates, there is an approximately $2.13 million change to the fund balance
in the Projected General Fund revenues, expenditures and transfers. As was done in prior years,
once FY 2019-20 is officially closed and the audit finalized, the City Manager will bring forward a
recommendation on how to best use any final realized savings.

RECOMMENDED CHANGES TO THE FISCAL YEAR 2020-21 OPERATING BUDGET
General Fund
There are a number of program enhancements and reductions for the General Fund that have
been recommended and incorporated into the budget document. The philosophy employed in
creating these proposed budget recommendations has been to focus the City’s efforts to ensure
that we may continue to provide quality “core” municipal services by reducing programs and
services while balancing the needs of the public during the pandemic.
On May 26, 2020, the City Manager presented the Council with some preliminary financial
projections. The early projections indicated a loss of revenues in the amount of $3 to $5 million,
or 6-10%, of our total operating budget. Those projections were very preliminary and assumed
that the Shelter-in-Place Order would be lifted as of May 31, 2020, which did not happen. The
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projections also do not assume another outbreak and possible additional shutdowns in the fall. In
addition to the revenue losses, COVID-19 related spending is continuing during FY 2020-21.
Additional funding was added to the base budget to cover multiple deep cleanings of our facilities,
and continued facility enhancements and purchases of personal safety equipment and supplies
to provide for the safety of employees and the public.
The revised base budget for FY 2020-21, after COVID-19 adjustments, is shown in the table
below and reflects a projected operating deficit of approximately $5.3 million.

FY 2020-21
Base Budget

General Fund
Operating Revenues
Operating Expenses
Net Transfers and Allocations
Total Change in Operating Fund

$

$

46,379,850
47,926,175
2,522,700
976,375

FY 2020-21
Revised Base
Budget
$

$

40,565,450
48,361,275
2,522,700
(5,273,125)

Given the uncertainty of the revenue losses and the expected increases in our pension and
operating expenses, staff was directed to begin working on budget reductions in the amount of
10% for Council consideration. In mid-July, the City Manager, the Assistant City Manager, the
Administrative Services Director and the Financial Services Manager met with each department
individually to discuss and finalize the recommended budget options submitted for Council
consideration during the budget study session.
Staff’s proposed recommendations offer a balanced operating budget for the FY 2020-21. To
achieve this balanced budget, staff is recommending both budget cuts and the use of Economic
Uncertainty Reserves.
Recommended Program Changes – Budget Increases.
Included in this category are proposals to increase the operating budget (in priority order).
1) The City entered into a contract with the City of San Jose Office of Equality Assurance to
manage the City’s local minimum wage ordinance. As a result, funding in the amount of
$7,500 in the City Manager’s budget has been added for these services beginning January
1, 2021.
2) On August 26, 2019, the City Council approved the Laurel Street Policing Pilot Program
for FY 2019-20 in the amount of $250,000. This program was used to ticket people making
illegal u-turns and running stop signs with the goal of modifying motorist behavior. With
the pandemic and the establishment of the outdoor dining program, there has been an
increase in the number of calls related to compliance. As a result, funding in the amount
of $150,000 has been added to extend the Laurel Street Policing Pilot Program for another
year. Although the cost for additional enforcement could be up to $150,000, the City has
a credit with the San Mateo County Sheriff’s Office in the amount of $570,739. The funding
will come from this credit, resulting in no additional General Fund operating costs this fiscal
year.
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3) The Building Division of the Community Development Department requested funding in
the amount of $280,000 to pay for the plan review of large developments. These costs are
fully reimbursable from the developers, resulting in no net cost to the General Fund.
4) The Planning Division of the Community Development Department requested funding in
the amount of $285,000 for specialized consultant services and analysis for highly
complex development projects. These costs are fully reimbursable from the developers,
resulting in no net cost to the General Fund.
5) During the Budget Study Session on August 24, 2020, the City Council requested
additional professional services funding in the amount of $40,000 to review child care and
after school options while schools continue to operate in a remote learning environment.
The total net impact to the General Fund for these program changes is an increase of $47,500,
as the plan check and development review services will be entirely offset by fees from developers
and the Laurel Street Policing Program will be paid from prior year savings with the Sheriff’s
Office.
Recommended Budget Reduction Options.
In June 2020, the City Council approved Resolutions 2020-040, 2020-041 and 2020-048,
reducing the total salaries and benefits for the Management and Confidential groups as well as
the American Federation of State, County and Municipal Employees (AFSCME). In addition,
Council also approved Resolution 2020-030, which authorized the City Manager to transfer $7
million from the Unfunded Liability Reserve to pay down the California Public Employees
Retirement System (CalPERS) unfunded pension liability. These actions resulted in savings of
approximately $1.2 million to the General Fund that have been incorporated into the proposed
budget.
In addition to the actions already taken by Council, the following additional reduction
recommendations are being proposed net of any associated revenue (in priority order).
1) Cancel Parks and Recreation events such as concerts, Goblin Walk and Night of Holiday
Lights ($67,300);
2) Eliminate Council sponsored events such as Public Safety Faire, Earth Day and block
parties ($35,220);
3) Eliminate the Citizens Academy ($20,000);
4) Eliminate the Laurel Street Parking Monitoring Program ($36,000);
5) Reduce Citywide Phone and Utility budget ($16,500);
6) Elimination of employee picnic and holiday party ($5,000);
7) Suspend purchases for the Farmers’ Market booth ($9,500);
8) Reduce Parks & Recreation office supply and training budget ($12,000);
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9) Reduce Administrative Services office supply budget ($17,900);
10) Reduce Administrative Services capital outlay and equipment purchases ($19,500);
11) Reduce City Clerk training, conferences and meeting budget ($3,035);
12) Reduce City Manager memberships, conferences and meetings budget ($10,000);
13) Eliminate the City Manager intern position ($7,500);
14) Eliminate professional video production and outreach ($15,000);
15) Delay the Planning Division Scanning Project ($55,000);
16) Eliminate the vacant Office Of Emergency Services District Coordinator position
($150,000);
17) Eliminate the vacant Civil Engineering Assistant position in Public Works ($184,400);
18) Eliminate two Senior Planner and two Senior Administrative Clerk vacant positions in the
Community Development Department offset by contract support ($560,455);
19) Reduce Recruitment field and program supplies ($10,200);
20) Reduce Recruitment services ($52,700);
21) Downgrade the Recreation Manager position to Recreation Supervisor ($59,400);
22) Eliminate Adult Community Center Trips and Tours ($5,000);
23) Reduce Youth Center part-time staffing with elimination of programming ($176,000);
24) Reduce maintenance services for trails and athletic infield maintenance ($75,000);
25) Use prior year savings to cover contracted police costs ($300,000);
26) Reduce spending on enterprise application maintenance ($5,800);
27) Reduce funding in Administrative Services for conferences and meetings ($20,300);
28) Reduce funding in Administrative Services for professional development ($28,200);
29) Reduce City-wide training ($23,100);
30) Reduce professional services funding in Administrative Services ($22,000);
31) Eliminate the vacant Senior Facility Attendant position ($114,200); and
32) Eliminate the vacant Senior Administrative Clerk position in Parks and Recreation
($134,600).
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Budget Balancing Summary.
As described in more detail above, the estimated deficit for the FY 2020-21 operating budget is
$5,273,125. With a minimal increase of $47,500, offsetting budget cuts of $3,458,110 are
proposed, thereby reducing the budget deficit to $1,862,515. To eliminate this deficit and balance
the operating budget, the use of $2 million of Economic Uncertainty Reserves is proposed.
If all of the recommended options are approved, the City will have eliminated the General Fund
projected deficit for FY 2020-21 and will realize a small surplus of approximately $0.14 million.

Proposed
Changes

General Fund
FY 2020-21 Revised Base Budget Deficit
Actions Previously Approved by Council
Budget Additions
Expenditure Reductions
Use of Reserves

Net Change in
Operating Fund
Balance
$

1,206,600
(47,500)
2,251,510
2,000,000 $

(5,273,125)
(4,066,525)
(4,114,025)
(1,862,515)
137,485

PROPOSED FISCAL YEAR 2020-21 BUDGET
The FY 2020-21 budget includes 17 different funds. Rather than discuss the status of each of
these funds in the budget message, the budget summary is grouped into five components:
General Fund; Wastewater (Sewer); Special Revenue Funds; All Other Operating Funds
(including debt service and internal service funds); and Capital Project Funds. The following table
identifies the total proposed expenditures by component, in which the Citywide appropriations for
FY 2020-21 total $80.18 million.

CITYWIDE BUDGET – ALL FUNDS (in millions)
2019-20
Revised

Expenditures
General Fund
Wastewater (Sewer) Fund
Special Revenue Funds
All Other Operating Funds
Total Operating Funds
Capital Improvement Funds
Total Citywide Budget

$

$
$

8

48.46
16.89
0.74
2.61
68.70
63.27
131.97

2019-20
Projected
$

$
$

44.32
13.30
0.69
2.29
60.60
60.37
120.97

2020-21
Proposed
$

$
$

45.40
15.70
0.55
2.93
64.58
15.60
80.18
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GENERAL FUND BUDGET
The General Fund is the primary operating fund of the City and is used to account for most dayto-day activities. Revenue sources include, but are not limited to, property tax, sales tax, transient
occupancy tax, current fees for services and business registration.
The tables to follow compare the FY 2019-20 Revised Budget and FY 2019-20 Projections to the
FY 2020-21 Proposed Budget Update for both General Fund revenues and expenditures (Fund
0001). The assumptions and recommendations are included in each of the sections following the
table.
Recommended Budget Revenue.

GENERAL FUND REVENUES (In Millions)
Business Registration
Charges For Current Services
Fines & Forfeitures
From Other Agencies
Licenses & Permits
Other Revenue
Other Taxes
Property Tax
Sales Tax
Transient Occupancy Tax
Use Of Money & Property
PAMF Project
Vehicle In Lieu
Total Revenue

2019-20
Revised
$
0.91
4.33
0.27
0.02
1.53
0.63
1.98
12.19
11.43
3.20
2.35
0.78
3.70
$
43.33

2019-20
Projected
$
1.00
3.85
0.26
0.09
2.19
0.79
1.99
14.35
11.37
2.46
4.23
0.78
3.60
$
46.96

2020-21
Proposed
$
0.87
3.30
0.29
0.01
1.78
0.51
1.92
15.23
9.62
0.62
2.95
0.81
3.10
$
41.01

Fiscal Year 2020-21 Revenue Assumptions.
The General Fund revenue is budgeted at $41.01 million, a decrease of 5.3% from the FY 201920 revised budget.
x

Business Registration. The revenue amount is budgeted to decrease by 4.2%, or
$38,100, from the FY 2019-20 revised budget. The decrease is based by some
assumptions that businesses may have to close as a result of COVID-19.

x

Charges for Current Services. The decrease of $1.04 million, or 24.1%, is primarily due
to the assumptions that our recreation programs and events will not be able to resume
for the first six months of the year due to the health orders surrounding the pandemic.

x

Fines and Forfeitures. Budgeted at $0.29 million, which is approximately the same level
as the FY 2019-20 revised budget.
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x

From Other Agencies. The revenue is projected to decrease $10,600, or 67.9%, from
the FY 2019-20 revised budget. This revenue category includes grant revenue that can
vary from year to year.

x

Licenses and Permits. The increase of $0.25 million, or 16.5%, is primarily based on the
timing of large scale development project permits for building, electrical, plumbing and
mechanical permits in the past year. The timing of when developers pull their permits can
vary and as such this category can fluctuate greatly from year to year. The FY 2020-21
budget assumes that development will continue even under the health orders.

x

Other Revenues. These mainly include cost reimbursements from agencies such as the
City and County Association of Governments (C/CAG) and the Peninsula Traffic
Congestion Relief Alliance (Commute.org). It also includes donations and other
miscellaneous receipts. Revenue is budgeted to decrease by $0.12 million, or 18.4%,
primarily due to the elimination of the shuttle program.

x

Other Tax (franchise tax). The decrease of $0.06 million, or 3.1%, is primarily based on
trend data from the past fiscal years.

x

Property Tax. The increase of $3.04 million, or 25.0%, is based on the general
assessment rolls and information provided by our third party consultants. Although the
increase is 25.0% over the FY 2019-20 revised budget, the increase is only 6.2% over
the projected revenue for FY 2019-20. The large increase is due to the timing of when the
new construction is added to the assessed tax rolls. This timing is hard to predict so it is
added to the budget only when realized.

x

Sales Tax. The decrease of $1.81 million, or 15.8%, is based on information from our
third party consultants and assumptions that the pandemic will continue to create a drop
in the economy and our sales tax revenues.

x

Transient Occupancy Tax. The decrease of $2.58 million, or 80.5%, is based on the
assumption that occupancy rates will continue to remain low due to the large decrease in
business travel. It has been reported that some of the larger technology companies have
extended their travel bans until the summer of 2021, which will impact our hotel
occupancy rates.

x

Other Uses of Money and Property. This includes rentals and investment income. The
increase of $0.60 million, or 25.6%, includes lease income from three digital billboards.
The increase also reflects trend data from the past few years. Although investment yields
are currently very low, the delays in capital project spending have increased our
investment balances, which has in turn increased our investment income.

x

Palo Alto Medical Foundation (PAMF) Target Revenue. The increase is based on the
terms of the Development Agreement.

x

Vehicle in Lieu. Property tax in lieu of vehicle license fees (VLF) is projected to be $0.60
million less than the prior year budget based on the information from the County
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Controller’s Office and our third party consultants. San Mateo County has experienced a
county-wide shortfall and is working with the State on recovery, but the soonest it will be
repaid will be FY 2021-22.
Recommended Budget Expenditures.

GENERAL FUND EXPENDITURES (In Millions)
Operating Budget Expenditures
Salaries & Benefits
Legacy Obligations
Operating Expenditures
Capital Outlay
Total Operating Expenditures

2019-20
2019-20
2020-21
Revised
Projected
Proposed
$
14.14 $
12.72 $
13.16
3.43
3.37
3.86
30.71
28.11
28.22
0.17
0.12
0.16
$
48.45 $
44.32 $
45.40

Fiscal Year 2020-21 Expenditure Assumptions.
The total General Fund expenditure amount is budgeted at $45.40 million, a decrease of 6.3%
from the FY 2019-20 revised budget expenditures of $48.45 million.
x

x

Salaries and Benefits. Projections have been funded at 100% based on all current known
Memorandum of Understanding (MOU) provisions with each of our labor groups and units
and include the previously adopted actions of the City Council in June 2020.
o

The FY 2020-21 CalPERS normal pension retirement rates. Miscellaneous
employees Tier 1 (2.7% @ 55) 14.508%, Tier 2 (2.5% @ 55) 12.672% and Tier 3
(2% @ 55) 10.801%. The PEPRA Tier 4 rate (2% @ 62) is at 7.794%.

o

CalPERS Unfunded Accrued Liability Payment (UAL). The City’s annual
obligation for unfunded liabilities totals $0.67 million for all Miscellaneous
employees. This amount is a reduction from the prior fiscal year payment of $1.26
million and a reduction from the original estimated payment for FY 2020-21 of $1.5
million. The savings of $0.83 million in FY 2020-21 is a direct result of the Council’s
approval to prefund the unfunded obligation. In June 2020, the Council approved
a $7 million payment to CalPERS to pay-down these obligations.

o

Other Post-Employment Benefits (OPEB). These have been funded at
approximately $0.91 million based on information received from the actuarial study
completed in June 2020. The budget represents funding for our retiree medical
trust at 100% of the annual required contribution and approximately 100% of the
longevity trust annual required contribution.

Legacy Obligations. These obligations represent CalPERS unfunded obligations
associated with the former Belmont-San Carlos Fire Joint Powers Authority (“BSCFD”)
and the former police department. The budget associated with BSCFD represents our
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53% share of the annual costs, including unfunded liabilities, or approximately $1.7 million.
In the fall of 2018, CalPERS implemented the mandated 15-year, level amortization for
the BSCFD pension plan, which will be paid off in June 2033. The annual unfunded liability
obligation of the former police department is approximately $1.81 million. As done in prior
years, the payment related to the former police department will be credited back to the
City by the County Sheriff’s Office under the current law enforcement services contract.
x

Operating Expenditures. The decrease of $2.5 million, or 8.1%, includes all known
contract increases and proposed operating reductions as a result of the pandemic.

x

Capital Outlay. The decrease of $0.01, or 8.3% including recommended program
reductions as noted above.

The table to follow summarizes the current year’s revised budget and projections and the FY
2020-21 proposed budget for the General Fund.

GENERAL FUND BUDGET (In Millions)
2019-20
Revised
Est Beginning Fund Balance
Unrestricted
Restricted
Est Beginning Fund Balance
Revenues
Salaries & Benefits
Operating Expenses
Capital Outlay
Net Allocations/Transfers In (Out)
Total Change in Operating Funds
Net Transfers to Capital Project Funds
One-time CalPERS Paydown
One-time PG&E Settlement
Net Change in Fund Balance
Est Ending Fund Balance
Unrestricted
Restricted
Est Ending Fund Balance

$

$

2019-20
Projected

2020-21
Proposed

2.89 $
35.55
38.44
43.33
17.57
30.72
0.17
1.73
(3.40)
(0.50)
(7.00)
(10.90)

2.89 $
35.55
38.44
46.96
16.09
28.11
0.12
1.73
4.37
(0.50)
(7.00)
1.00
(2.13)

2.90
33.41
36.31
41.01
17.02
28.22
0.16
2.52
(1.87)
(5.50)
(7.37)

1.49
26.05
27.54 $

2.90
33.41
36.31 $

3.04
25.90
28.94

The fully funded recommended budget results in unrestricted fund balance of $3.04 million for FY
2020-21. As done in prior years, included in the budget is a recommendation to transfer capital
reserves from the General Fund to the Gas Tax Fund (Fund 16) and Capital Projects Fund (Fund
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25). This transfer is necessary to fund improvements of City infrastructure, facilities and other
capital needs.

WASTEWATER (SEWER) FUND BUDGET
The Wastewater, or Sewer Fund, is used to account for sewage treatment, transmission, major
replacements and improvements to the City’s sewer system. Revenues received can only be used
to fund sewer-related projects. The table below summarizes the current year’s revised budget
and projections and the FY 2020-21 proposed budget for the Fund (Fund 6).

WASTEWATER (SEWER) FUND BUDGET (In Millions)
2019-20
Revised
Est Beginning Fund Balance
Unrestricted
Restricted
Est Beginning Fund Balance
Revenues
Salaries & Benefits
SVCW Treatment Plant Operations
Other Operating Expenses
Bond Payments/Required Reserve
Capital Project Expenditures
Net Allocations/Transfers In (Out)
Net Change in Fund Balance
Est Ending Fund Balance
Unrestricted
Restricted
Est Ending Fund Balance

$

$

2019-20
Projected

2020-21
Proposed

15.78
6.14
21.92
19.50
2.25
3.20
0.78
3.99
6.66
(3.03)
(0.41)

15.78
6.14
21.92
21.78
1.94
3.35
0.23
3.95
3.83
(3.03)
5.45

19.81
7.56
27.37
20.32
2.29
3.60
0.81
3.83
5.17
(3.26)
1.36

15.37
6.14
21.51

19.81
7.56
27.37

21.17
7.56
28.73

Below are the highlights of the assumptions used in developing the FY 2020-21 Proposed
Wastewater budget.
x

Revenues. Budgeted at $20.32 million, this represents an increase of $0.82 million, or
4.2%, over the revised FY 2019-20 budget. The budget amount includes a rate increase
of 4.5% approved by Council at the May 28, 2019 meeting, and projects a decrease in
sewer connection fees from FY 2019-20, including one-time connection fees for a hotel
renovation. Sewer connection fees are only charged at the time of development and
therefore can vary from year to year. The additional revenues are used to fund capital
improvements outlined in the City’s Sewer Master Plan. Revenues are also used to fund
the debt service associated with Silicon Valley Clean Water’s wastewater treatment
infrastructure improvements.
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x

Salaries and Benefits. Budgeted amounts are based on all current known MOU
provisions, similar to the General Fund.

x

Silicon Valley Clean Water (“SVCW”). Plant operations are budgeted at $3.6 million, or
12.6% higher than the prior year. The budget is based on a Long Range Financial Plan
provided by SVCW in January 2020 and the SVCW Adopted Budget that was approved
by the SVCW Board on April 20, 2020.

x

Other Operating Expenditures. Budgeted at $0.81 million, relatively the same level as
the FY 2019-20 revised budget. This expenditure category includes utilities, field program
supplies, office supplies, equipment maintenance, equipment replacement and training.

x

Bond Payments. Budgeted at $3.83 million, or 4.0% lower than the prior year. This
category includes the debt service payments for the projected State Revolving Fund (SRF)
loans and future payments. All of the debt service payments are directly related to the
costs associated with the capital infrastructure needs at the sewer treatment facility.

x

Capital Projects. Budgeted at $5.17 million. See the Capital Project Section of this
Budget Book for more information on each project.

SPECIAL REVENUE FUNDS BUDGET
The Special Revenue Funds are used to account for revenue sources for which expenditures are
restricted by law or administrative action to specific purposes. The Special Revenue Funds
include National Pollutant Discharge Elimination System (“NPDES” Fund 0015), Police Grants
(Fund 0017) and Library Tenant (Fund 0095).
The table below summarizes the current year’s revised budget and projection and the FY 202021 Proposed Budget for the Special Revenue Funds.

SPECIAL REVENUE FUNDS BUDGET (In Millions)

Est Beginning Fund Balance
Revenues
Operating Expenses
Capital Expenditures
Net Allocations In (Out)
Net Change in Fund Balance
Est Ending Fund Balance

2019-20
2019-20
2020-21
Revised
Projected
Proposed
$
2.51 $
2.51 $
2.44
1.08
1.18
1.10
0.50
0.44
0.55
0.25
0.25
0.01
(0.56)
(0.56)
(0.46)
(0.23)
(0.07)
0.08
$
2.28 $
2.44 $
2.52

Below are the highlights of the assumptions used in developing the Proposed Fiscal Year
2020-21 Special Revenue budget.

14

ADOPTED FY 2020-2021 BUDGET

CITY OF SAN CARLOS

x

Revenues. Budgeted to increase by $1.10 million, which is approximately the same

level as the FY 2019-20 Revised Budget. The main revenue source for the NPDES
fund is the NPDES fees collected through the County. The revenue for the Police
Grant fund is the Citizens’ Option for Public Safety (COPS) program. The Library
Tenant fund revenue includes rental revenue from the library tenants: South
Bayside Waste Management Authority; and Star Vista.
x

Operating Expenditures. Operating expenses include: utilities; field program supplies;
annual permit renewal from the Bay Area Air Quality Management District; equipment
maintenance; motorcycle law enforcement; and library building maintenance and repairs.
Operating expenditures reflect an increase of $0.05 million, or 10%, primarily due to
Council approving an additional DUI enforcement in the COPS program.

x

Capital Outlay. This includes capital projects associated with the library building. There
is a new project proposed for a new generator for backup power to the library in FY 202122.

OTHER PROGRAM FUNDS BUDGET
The Other Program Funds are used to account for special activities and services performed by a
designated department for other departments on a cost reimbursement basis. The Other Program
Funds include: Workers Compensation (Fund 0032); General Liability (Fund 0033); PostEmployment Benefits (Fund 0035); and City Debt Service (Fund 0093).
The table below summarizes the current year’s revised budget and projection, and FY 2020-21
proposed budget for the Other Program Funds.

OTHER PROGRAM FUNDS (In Millions)

Est Beginning Fund Balance
Revenues
Operating Expenses
Capital Outlay Expenditures
Net Allocations In (Out)
Net Change in Fund Balance
Est Ending Fund Balance

2019-20
2019-20
Revised
Projected
$
1.97 $
1.97
1.34
1.49
2.61
2.29
1.26
1.26
(0.01)
0.46
$
1.96 $
2.43

2020-21
Proposed
$
2.43
1.39
2.93
1.55
0.01
$
2.44

Below are the highlights of the assumptions used in developing the Fiscal Year 2020-21
Other Program Funds budget.
x

Revenues. Budgeted to increase by $0.05 million, or 3.7%. The budget is based on trend
data from the past fiscal year and increased by an inflationary factor.

x

Operating Expenditures. This budget includes a contribution of approximately $0.91
million for the post-employment benefits. Other post-employment benefits have been
funded based on information received from the actuarial study completed in 2020. The
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budget represents funding for our retiree medical trust at 100% of the annual required
contribution and approximately 100% of the longevity trust annual required contribution
based on the previous study. The City’s pay-as-you-go amount totals approximately $0.73
million annually.
CAPITAL PROJECT FUNDS BUDGETS
The Capital Project Funds include: Equipment Replacement (Fund 0010); Measure A and
Measure W (Fund 0014); Gas Tax (Fund 0016); General Capital (Fund 0025); Park In-Lieu (Fund
0027); Parking In-Lieu (Fund 0028); Housing In-Lieu (Fund 0029); and Housing Compliance and
Assistance (Fund 0031).
The capital project budget funds major one-time and on-going infrastructure improvement needs
including: resurfacing and sidewalk projects; traffic safety improvements; park construction and
improvements; storm drainage improvements; facility improvements; and enterprise technology
projects. Funds are often accumulated in this budget over a period of years and then are spent
when a sufficient amount of revenue is available to pay for desired projects.

CAPITAL PROJECT FUNDS (In Millions)

Est Beginning Fund Balance
Revenues
Operating Expenses
Capital Project Expenditures
Net Allocations In (Out)
Net Change in Fund Balance
Est Ending Fund Balance

2019-20
2019-20
2020-21
Revised
Projected
Proposed
$
52.62 $
52.62 $
30.49
34.03
37.15
7.28
0.90
0.45
0.70
62.37
59.92
14.89
1.09
1.09
5.15
(28.15)
(22.13)
(3.16)
$
24.47 $
30.49 $
27.33

Capital Improvement Program Budget for FY 2020-21 through FY 2024-25.
The Council was presented with a Five-Year Capital Improvement Program Budget as part of the
Budget Study Session held on August 24, 2020. As there were many approved projects, a detailed
listing of the previously approved and proposed changes in funding for these projects can be
found in the Capital Improvement Program section of this budget document.
Capital Improvement Program – Unfunded List: As we have done in previous budgets, the FiveYear Capital Improvement Program contains a list of unfunded projects. This list shows projects
that are desirable but are currently beyond the means of the City to fully fund and construct. These
projects combine for an approximate amount of $174 million. A complete list of Unfunded Capital
Projects may be found in the Capital Improvement Program section of the budget document.

GENERAL FUND RESERVES
The Government Finance Officers Association (“GFOA”) has issued its best practice in
determining the appropriate level of unrestricted fund balance in the General Fund to be at a
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minimum of no less than two months of regular General Fund operating revenues or expenses,
which equates to approximately 17%. The GFOA definition of Unrestricted Fund Balance includes
three general categories: Committed Fund Balance; Assigned Fund Balance; and Unassigned
Fund Balance.
When looking at the total reserve percentages, all categories need to be considered. In the
Comprehensive Annual Financial Report (“CAFR”), the categories that make up the unrestricted
fund balance as defined by the GFOA are the following: Economic Uncertainty Reserve; Strategic
Property Acquisition Reserve; Unfunded Liability Reserve; Facility and Infrastructure Reserve;
Emergency Reserve; and the Unassigned Fund Balance. For our purposes, we will consider our
reserves to be those defined as committed and assigned as noted in the following chart. Even
excluding the unassigned fund balance, the City maintains healthy reserves well above the GFOA
best practice guidelines.

RESERVE FUND BALANCES - GENERAL FUND (In Millions)
Projected
FY 19-20
Committed Fund Balances:
Economic Uncertainty
Strategic Property Acquisition
Assigned Fund Balances:
Unfunded Liabilities
Facility/Infrastructure
Ending Reserve Balances
Unassigned Fund Balance
Nonspendable Fund Balances
Total Ending Fund Balance
Total Operating Expenditures

$

9.17
7.19
16.84
33.20
2.90
0.20
36.30
44.32

$

$
$

% of
FY 20
Exp

Proposed
FY 20-21

20.7% $

74.9% $

$
$

7.17
7.19
11.34
25.70
3.04
0.20
28.94
45.40

% of
FY 21
Approp
15.8%

56.6%

Economic Uncertainties Reserve. The City established an Economic Uncertainties Reserve
that is equivalent to at least 10% of the City’s General Fund expenditures, with a funding goal
closer to 20% being highly desirable. As discussed at the March 12, 2018 Council meeting, the
Council has increased the minimum amount from 10% to 12.5%.
Strategic Property Reserve. In October 2010, Council approved and authorized the
establishment of a Strategic Property Acquisition Reserve. Appropriations from this reserve can
only be made by formal action of the City Council. Generally, appropriations and access to these
funds will be reserved for funding strategic property acquisitions from the City. In November 2013,
the City Council authorized the use of this reserve to partially fund the purchase of three parcels
referred to as the Landmark Site. The site was then sold to a hotel developer in February 2016.
Construction on the Marriott Residence Inn and Suites began in May 2016 and the hotel opened
in June 2018.
Assigned Reserves for Specific Purpose. As per Governmental Accounting Standards Board
(GASB) Pronouncement 54 for Fund Balances, assigned fund balances include amounts that are
constrained by the government’s intent that they be used for specific purposes. Per Council
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direction, the City Manager is authorized to assign amounts for a specific purpose. After the audit
is complete, staff reviews the prior year savings and recommends transfers into these funds. The
three assigned fund balances are for Economic Uncertainty, Unfunded Liabilities and Facilities
and Infrastructure Improvements.
x

Unfunded Liabilities. This reserve was created several years ago to help offset the costs
of pension and other pension related liabilities. On June 9, 2020, the Council approved
one-time payments in the amount of $7 million to CalPERS to help pay down the unfunded
liabilities. These one-time payments are estimated to save the City an average of
$895,000 for the next eight years (2021-2028) and $451,000 over the following eight years
(2029-2036).

x

Facility and Infrastructure. This reserve was created as a way to use savings generated
throughout the year to help pay for capital projects. Transfers from this reserve are made
annually to the General Capital Improvement Fund to fund projects.

CONCLUSION
We take this opportunity to thank San Carlos staff for their continued cooperation and participation
in preparation of the Fiscal Year 2020-21 budget document. A special thank you is extended to
Carrie Tam, Financial Services Manager; Tammy Mak, Senior Accountant; Paul Harris, Senior
Accountant; Jenny Liu, Senior Management Analyst; and Cheryl Hong, Administrative Assistant.
Although the City has already made millions of dollars in program and service reductions over the
past several years, there still exist many significant internal and external threats to the City’s long
term fiscal sustainability.
These threats include:
x

x
x
x
x

x
x

Although there was some relief from the historic drought in recent years, climate change
is expected to have continuing effects on the City’s resources in the form of higher water
utility rates, continued water conservation efforts, wildfire threat, PG&E power shut off
events and the need for extensive community support;
Uncertainties with the CalPERS retirement investment assumptions and changes to the
CalPERS amortization and smoothing policies, which will drive our CalPERS rates higher
each year;
Healthcare costs continue to grow at super-inflationary rates and could continue to grow
with the uncertainty of the future of the Affordable Care Act;
Significant increases in street resurfacing needs and our ability to keep up with street
repairs;
Uncertainty with any Federal legislative changes. Uncertainty continues resulting from the
impacts of changes by the Trump Administration. While the City doesn’t receive much
direct federal funding, any changes made that impact the State budget may have future
impacts on the City;
Increased costs related to Stormwater; and
Uncertainties with COVID-19 and the reinstatement of operations and economic recovery.

Financial sustainability remains a high priority for San Carlos. To that end, City staff will continue
to seek ways to be as efficient as possible in providing services to the public. The City will continue
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to consider appropriate economic development and tax revenue generation projects that are
viable for San Carlos.
Staff looks forward to working with the City Council and the community to address the financial
challenges that lay ahead. We will continue to identify operational efficiencies, assess appropriate
fee structures, pursue acceptable economic development opportunities and advise on alternative
revenue options available to the community to ensure that San Carlos remains “the City of Good
Living.”

Respectfully Submitted,

Jeff Maltbie,

Rebecca Mendenhall,

City Manager

Administrative Services Director
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BASIS OF BUDGET PREPARATION
AND MAJOR FUNDS SUMMARIES
The City of San Carlos budget document contains revenues, appropriations and other financial
information pertaining to all City operating and capital budgets, including the five-year Capital
Improvement Program. The budgets are accounted for using the modified accrual basis of accounting
for governmental funds and accrual basis of accounting for proprietary funds. The City’s budget goal
is to achieve a balanced budget with revenues, including reimbursements or transfers from other funds
for services provided, equal to or greater than expenditures.
Budget Development Process
The City Manager, Assistant City Manager, Administrative Services Director and Financial Services
Manager provide guidance to the departments prior to preparation of department budgets related to
economic outlook and parameters for budgeting.
For several years, the City has adopted two-year budgets, most recently the Fiscal Year (“FY”) 2018-20
Biennial Budget. On February 27, 2017, the City Council adopted Ordinance 1519 to consolidate the City’s
General Municipal Election with the Statewide Election, thereby moving to even-numbered year elections.
In an effort to realign the budget with the new election cycles, it was planned that the FY 2020-21 Budget
would cover the period of one year instead of two.
In developing the base budget for FY 2020-21, staff made a number of revenue and expenditure
assumptions. All of these assumptions were based on the projections and economic conditions known
between January and July 2020 and reflect the adjustments approved by the City Council.
Budget Preparation for FY 2020-21 Commences. In February 2020, City departments were
provided with a base budget for FY 2020-21 that included known increases in salaries and benefits,
increases related to existing professional services contracts and inflationary increases for operational
expenditures. The revised budget and projections were also provided to the departments at that time.
All was on schedule for Council budget sessions in May.
COVID-19 Impacts City Budget Process. The City Council Budget Study Sessions were originally
scheduled for May 7, 2020 and May 12, 2020. However, due to the emergency situation caused by
the novel coronavirus, or COVID-19, which limited interactions and meetings based on Centers for
Disease Control and Prevention (“CDC”) guidelines and the San Mateo County’s Public Health Order
issued on March 16, 2020, staff was unable to meet and discuss the proposed budget for FY 2020-21
until June 2020.
In April 2020, the City Council approved Resolution 2020-019, authorizing the City Manager
“Continuing Resolution Authority” consistent with the FY 2019-20 Operating and Capital Budget
through September 30, 2020. Continuing resolution authority is authority to continue services and to
pay bills and payroll at a level consistent with the prior year’s budget.
Revised Budget Projections. On May 26, 2020, the City Manager presented the Council with some
preliminary financial projections. The early projections indicated a loss of revenues in the amount of
$3 to $5 million, or 6-10%, of our total operating budget. Those projections were very preliminary and
assumed that the Shelter-in-Place Order would be lifted as of May 31, 2020, which did not happen.
The projections also did not assume another outbreak and possible additional shutdowns in the fall.
In addition to the revenue losses, COVID-19 related spending is continuing during FY 2020-21.
Additional funding was added to the base budget to cover multiple deep cleanings of our facilities,
continued facility enhancements and purchases of personal safety equipment and supplies to provide
for the safety of employees and the public.
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Budget Preparation for FY 2020-21 Restarted. Given the uncertainty of the revenue losses and the
expected increases in our pension and operating expenses, staff was directed to begin working on
budget reductions in the amount of 10% for Council consideration. In mid-July, the City Manager, the
Assistant City Manager, the Administrative Services Director and the Financial Services Manager met
with each department individually to discuss and finalize the recommended budget options submitted
for Council consideration during the budget study session.
Proactive Steps Taken by Council. In June 2020, the City Council approved Resolutions 2020-040,
2020-041 and 2020-048, reducing the total salaries and benefits for the Management and Confidential
groups as well as the American Federation of State, County and Municipal Employees (AFSCME). In
addition, Council also approved Resolution 2020-030, which authorized the City Manager to transfer
$7 million from the Unfunded Liability Reserve to pay down the California Public Employees
Retirement System (CalPERS) unfunded pension liability. These actions resulted in savings of
approximately $1.2 million to the General Fund that have been incorporated into the proposed budget.
Rescheduled Budget Study Session Held. On August 24, 2020, the City Council held a study
session to discuss the various budget reduction options to balance the budget for FY 2020-21. This
included the Council’s prior actions as well as the discussion to cut an additional $2.3 million of
expenses. In addition to the expense reductions, the Council approved using $2 million of reserves to
balance the budget. Along with the discussion of the General Fund Operating Budget, the Council
discussed the proposed Capital Improvement Program. Based on direction from the Council, the
proposed changes from the study session have been incorporated into the proposed budget
document.
Budget Adoption. On September 28, 2020, the City Council adopted the FY 2020-21 Operating and
Capital Budget via Resolution 2020-069.
Overhead Cost Allocation Method
In an effort to clarify and simplify the allocation process, staff worked closely with professional
consultants to develop a methodology and a model to ensure the equitable allocation of overhead
costs to departments in a manner that is both transparent and sustainable. Through this approach,
each department’s budget reflects total departmental costs, including all staff assigned to the
department. The model calculates how much should be recovered from the other City funds, based
on average time spent on other/non-General Fund programs, as well as employing other service
utilization factors. These indirect and direct overhead costs are represented as cost allocations or
transfers to and from department budgets.
Budgetary Reserves
The Council has established the Fund Balance Policy, updated as of September 28, 2020, which is
included in the Financial Policies section of this budget document. The General Fund balances for FY
2020-21 are detailed in the following table. Total operating expenditures are also listed to demonstrate
the percentage level of reserves required per the City’s Fund Balance Policy.
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FUND BALANCES - GENERAL FUND
Projected
FY 2019-20

% of FY19
Approp

Adopted
FY 2020-21

Committed fund balances:
Economic Uncertainty
Strategic Property Acquisitions
PG&E Endowment
Assigned fund balances:
Economic Uncertainty
Unfunded Liabilities
Facility/Infrastructure
Estimated Ending Reserves
Projected Unassigned Fund Balance
Nonspendable Fund Balances
Total Ending Fund Balances

16,841,500
$ 33,202,890
2,903,059
203,543
$ 36,309,492

11,341,500
74.9% $ 25,702,890
3,040,544
203,543
$ 28,946,977

Total Operating Expenditures

$ 44,320,862

$ 45,400,765

$

9,169,595
7,191,795
-

20.7% $

7,169,595
7,191,795
-

% of FY20
Approp
15.8%

56.6%

Establishing Budgets and Budgetary Control
In FY 2020-21, the City Council and Executive Management staff continued the Strategic Planning
process begun in FY 2005-06. As part of this budget process, the City retained two facilitators to lead
us through the City’s Strategic Planning process. The process resulted in the review of the City’s
Mission Statement, Vision Statement, Core Values and the establishment of Goals and Objectives.
Many objectives from this Strategic Planning process have been funded in this FY 2020-21 budget.
The City Council appropriates the funds necessary to meet operating and capital activities and the
adopted strategic goals and objectives. Budgetary adjustments are only considered within the
framework of the adopted budget and the City Council’s directions, goals and policies.
Budgetary control is maintained at the Department/Program level. The City Manager may approve
transfers of appropriations from one program, activity or line-item within or across departments.
However, total appropriations within a fund may only be increased with Council approval.
Departments monitor and control budgets using the City’s financial system, through reports of revenue
and expenditure accounts. The financial system monitors expenditures at the line item budget level,
immediately notifying the requestor of available funding levels. The Council is also provided with a
quarterly financial status report that reflects year-to-date expenditures and revenues compared to
budget. In addition, a financial status report and five-year forecast is included as part of the mid-cycle
budget review and adjustment process, which is completed every other spring and submitted to the
Council for review and approval.
As noted above, the City Council conducted a Study Session on August 24, 2020. During the meeting,
the City Manager presented an overview of the recommended budget revenue and expenditure
options to balance the budget. Based on direction from the City Council, staff has incorporated those
options into the Fiscal Year 2020-21 Adopted Operating and Capital Budget.
MAJOR FUNDS SUMMARIES
General Fund (Fund 0001)
Revenues for FY 2020-21 are budgeted to be $41,015,550, representing a 12.7% decrease over the
projected revenues for FY 2019-20. This decrease is a direct result of the COVID-19 pandemic and
the impact on the local economy. Property tax is expected to increase 6.2% over the projected FY
2019-20 revenues. Sales tax is projected to decrease 15.3% over FY 2019-20 projections. Transient
Occupancy Tax (TOT) is projected to decrease 74.6% over FY 2019-20 projections due to the
dramatic decline in occupancy rates following the Shelter-In-Place Order. Current Charges for
Services are projected to decrease 14.6%, primarily due to the assumptions that our recreation
programs and events will not be able to resume as a result of the health orders.
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General Fund expenditures for FY 2020-21 are budgeted to be $45,400,765, representing a 2.4%
increase over the projected expenditures for FY 2019-20. The increase is attributable to anticipated
increases associated with retirement rates, employee medical benefits, post-employment benefits and
contracted professional services offset by salary and benefit concessions, the elimination of a number
of positions and the reduction in operating expenses that were necessary to balance the budget.
General Fund allocations and transfers in for FY 2020-21 are budgeted to be $3,768,500, representing
a 10.5% increase over the projected allocations and transfers in for FY 2019-20. This increase is a
result of the increase in overhead charges to other funds in accordance with the contracted study that
was performed in 2017.
General Fund allocations and transfers out are budgeted to be $1,245,800 for FY 2020-21,
representing a 25.7% decrease from the projections for FY 2019-20. The decrease is mainly
associated with the transfers to the Equipment Replacement Fund. The budget amounts are based
on the annual replacement needs.
The Other Sources/Uses of Funds category for FY 2020-21 has decreased by $1 million from the FY
2019-20 projections. The category represents one-time funding for special items, including a $5.5
million transfer from the capital reserve to the Gas Tax and General Capital Funds.
The FY 2020-21 budget reflects a total fund balance projection of $28,946,977, including both
restricted and unrestricted balances, and represents a decrease of 20.3% compared to the FY 201920 estimated ending fund balance of $36,309,492. This drop in fund balance is mainly due to the use
of $2 million of Economic Uncertainty reserves and the $5.5 million contribution to the capital funds.

GENERAL FUND (RESTRICTED & UNRESTRICTED)
Projected FY
2019-20
Est. Beginning Fund Balance

$

Adopted
FY 2020-21

Variance

38,438,199 $ 36,309,492 $ (2,128,707)

% Change
-5.5%

Revenues

46,958,055

41,015,550

(5,942,505)

-12.7%

Expenditures

(44,320,862)

(45,400,765)

(1,079,903)

2.4%

Allocations & Transfers in

3,410,700

3,768,500

357,800

10.5%

Allocations & Transfers out

(1,676,600)

(1,245,800)

430,800

-25.7%

Other Source/Uses of Funds

(6,500,000)

(5,500,000)

1,000,000

-15.4%

36,309,492 $ 28,946,977 $ (7,362,515)

-20.3%

Est. Ending Fund Balance

$

Wastewater Fund (Fund 0006)
The Wastewater Fund revenues for FY 2020-21 are budgeted to be $20,318,200, which is
approximately the same level as the projected revenues for FY 2019-20. The budget amount includes
a rate increase of 4.5% approved by Council at the May 13, 2019 Council meeting and projects a
decrease in sewer connection fees as FY 2019-20 included one-time connection fees for a hotel
renovation. The additional revenues are used to fund the capital improvements outlined in the City’s
Sewer Master Plan and to pay the debt service associated with Silicon Valley Clean Water’s
improvements to the wastewater treatment infrastructure.
Expenses for FY 2020-21 for the Wastewater Fund are budgeted to be $15,702,250, reflecting a
18.0% increase from estimated expenses for FY 2019-20. The expense budgets reflect the timing of
planned capital improvement project spending and the debt service requirements in the corresponding
year.
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Net allocations and transfers for FY 2020-21 of $3,257,800 were budgeted to increase by 7.6% over
the FY 2019-20 projections. This increase is a result of the increase in overhead charges to other
funds in accordance with the contracted study that was performed in 2017.
The ending fund balance, excluding those funds invested in capital assets, at the end of FY 2020-21
is estimated to be $21,163,563. The fund balance is 6.9% higher than the unrestricted fund balance
estimate of $19.8 million at the end of FY 2019-20. The increase is mainly due to the timing of capital
project spending.
WASTEWATER FUND (RESTRICTED & UNRESTRICTED)
Projected
FY 2019-20
Est. Beginning Fund Balance*

$

Revenues

15,775,512 $

Adopted
FY 2020-21
19,805,413 $

Variance
4,029,901

% Change
25.5%

20,360,300

20,318,200

(42,100)

-0.2%

Expenditures

(13,303,999)

(15,702,250)

(2,398,251)

18.0%

Net Transfers

(3,026,400)

(3,257,800)

(231,400)

7.6%

19,805,413 $

21,163,563 $

Est. Ending Fund Balance*

$

1,358,150

6.9%

*Fund Balance Excludes Investments in Capital Assets

Equipment and Technology Replacement Fund (Fund 0010)
The FY 2020-21 expenditures are budgeted to be $313,000, or a 47.8% increase over the FY 201920 projections. This represents the technology replacement needs for the year and the estimated
replacement cost of equipment and vehicles that are past or near the end of their useful lives.
Transfers in are budgeted to be $295,000 for FY 2020-21, a decrease of 54.6% from the projection
for FY 2019-20, as the budgeted amounts have been adjusted to annual replacement needs. The fund
balance is estimated to be $3,478,460 at the end of FY 2020-21.
EQUIPMENT REPLACEMENT FUND

Est. Beginning Fund Balance
Revenues
Expenditures
Net Transfers
Est. Ending Fund Balance

Projected
Adopted
% Change
FY 2020-21
FY 2019-20
Variance
$
3,058,960 $
3,496,460 $
437,500
14.3%
0.0%
(211,800)
(313,000)
(101,200)
47.8%
649,300
295,000
(354,300)
-54.6%
$
3,496,460 $
3,478,460 $
(18,000)
-0.5%

Gas Tax Fund (Fund 0016)
Revenues for FY 2020-21 for the Gas Tax Fund are budgeted to be $1,629,700, representing a 2.2%
increase from the estimated revenues for FY 2019-20. Revenue includes the Road Repair and
Accountability Act taxes that provide funding to the Road Maintenance and Rehabilitation Account
(RMRA). This revenue began on November 1, 2017 when the new per-gallon fuel excise taxes took
effect and the new vehicle registration tax took effect on January 1, 2018.
The expenditures for FY 2020-21 are budgeted to be $4,775,000, representing the continued funding
for street and sidewalk maintenance. The estimated expenditures are to ensure City streets are
maintained at the current condition, which is considered “fair” by the Pavement Condition Index.
Net allocations and transfers are budgeted to be $5,098,950 for FY 2020-21. The additional funding
for the City’s streets includes a $4 million transfer from the Facility/Infrastructure Improvement
Reserve. Staff also recommends a $500,000 transfer from the General Fund from the most recent
PG&E settlement in Fiscal Year 2020-21 which will be spent on street resurfacing in Fiscal Year 202223. Also included is a transfer of $125,000 from Fund 25 to offset the increasing street and sidewalk
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maintenance costs, transfer of $1,438,750 from Measure A and allocations out of $964,800 to the
General Fund, Sewer Fund and General Liability. The fund balance is estimated to be $3,015,377 at
the end of FY 2020-21.
GAS TAX FUND

Est. Beginning Fund Balance
Revenues
Expenditures
Net Allocations & Transfers
Est. Ending Fund Balance

Adopted
Projected
% Change
FY 2019-20
FY2020-21
Variance
$
1,377,078 $
1,061,727 $
(315,351)
-22.9%
1,594,130
1,629,700
35,570
2.2%
(2,378,281)
(4,775,000)
(2,396,719)
100.8%
468,800
5,098,950
4,630,150
987.7%
$
1,061,727 $
3,015,377 $ 1,953,650
184.0%

Police Grants (Fund 0017)
Revenue for the Police Grants Fund is budgeted to be $144,300 for FY 2020-21. The revenue
estimates are based on the trend over the past two years. Expenditures for FY 2020-21 are budgeted
to be $150,000, representing the continued funding for public safety augmentation and additional
funding for extra DUI enforcement. Ending fund balances are anticipated to be $333,166 for FY 202021.
POLICE GRANTS FUND

Est. Beginning Fund Balance
Revenues
Expenditures
Net Transfers
Est. Ending Fund Balance

Projected
Adopted
FY 2019-20
FY 2020-21
Variance
% Change
$
277,666 $
338,866 $
61,200
22.0%
161,200
144,300
(16,900)
-10.5%
(100,000)
(150,000)
(50,000)
50.0%
0.0%
$
338,866 $
333,166 $
(5,700)
-1.7%

Capital Improvement Fund (Fund 0025)
Revenues for FY 2020-21 in the Capital Improvement Fund, both restricted and unrestricted, are
$3,465,500, representing an 87.7% decrease from the estimated revenues for FY 2019-20. The
majority of this decrease is related to one time cost reimbursement grants projected in FY 2019-20 for
the Holly St/US 101 Interchange and Pedestrian Overcrossing project.
The FY 2019-20 revenues are budgeted to include a future funding source of $215,000 for the project
to improve Burton Park batting cages, annual funding from sources that include $2.3 million in
franchise fees and $800,000 in ERAF rebates.
Expenditures for FY 2020-21 are $8,804,000, resulting in an 80.6% decrease from the estimated FY
2019-20 expenditures. The decrease is largely associated with the project to modify the intersection
of Industrial Road and Holly Street to handle future traffic volumes, much of which is supported by the
cost reimbursements from grantors.
A transfer of approximately $1.0 million from the General Fund “Assigned” Reserve balance in Fiscal
Year 2020-21 will be used to fund infrastructure projects, including pedestrian safety improvements,
park enhancements and the Fire Station 16 replacement. A complete list of the capital projects can
be found in the Capital Projects section of this budget document. The fund balance at the end of FY
2020-21 for both unrestricted and restricted balances is estimated at $9,865,026.
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CAPITAL IMPROVEMENT FUND (RESTRICTED & UNRESTRICTED)
Adopted
Projected
% Change
FY 2019-20
FY 2020-21
Variance
$ 29,151,578 $ 13,813,526 $ (15,338,052)
-52.6%
28,233,114
3,465,500
(24,767,614)
-87.7%
(45,320,166)
(8,804,000)
36,516,166
-80.6%
1,749,000
1,390,000
(359,000)
-20.5%
$ 13,813,526 $
9,865,026 $ (3,948,500)
-28.6%

Est. Beginning Fund Balance
Revenues
Expenditures
Net Transfers
Est. Ending Fund Balance

Park In Lieu Fund (Fund 0027)
Revenues for FY 2020-21 for the Park In Lieu Fund are budgeted to be $452,400, an increase of
48.8% over the FY 2019-20 projections. The increase is mainly due to an award of Proposition 68
funding for the Chilton Park renovation project. No expenditures are budgeted for FY 2020-21, as no
new projects are recommended for this fiscal year. The fund balance at the end of FY 2019-20 is
estimated to be $1,047,177 and is expected to increase to $1,499,577 in FY 2020-21.

PARK IN LIEU (RESTRICTED & UNRESTRICTED)
Projected
FY 2019-20
Est. Beginning Fund Balance

$

Revenues

304,000

Expenditures

(1,223,928)

Net Transfers
Est. Ending Fund Balance

3,167,105 $

(1,200,000)
$

1,047,177 $

Adopted
FY 2020-21

Variance

1,047,177 $ (2,119,928)
452,400

% Change
-66.9%

148,400

48.8%

-

1,223,928

-100%

-

1,200,000

-100%

452,400

43.2%

1,499,577 $

Basic Accounting
The City’s accounting system is maintained on a fund basis in accordance with governmental
accounting standards. Each fund is considered a separate accounting entity with a self-balancing set
of accounts that record assets, liabilities, fund equity, revenue and expenditures. All governmental
funds are budgeted and accounted for using the modified accrual basis of accounting, which
recognizes revenues when they become susceptible to accrual – i.e., measurable and available.
Expenditures are recognized when the fund liability is incurred. Other Financial Policies can be found
in the Budget Overview section of this budget document.

27

ADOPTED FY 2020-2021 BUDGET

CITY OF SAN CARLOS

7KLV3DJH,QWHQWLRQDOO\/HIW%ODQN

28

ADOPTED FY 2020-2021 BUDGET

CITY OF SAN CARLOS

GANN ANNUAL APPROPRIATION LIMIT
FISCAL YEAR 2020-21
Appropriations Limitation, imposed by Propositions 4 and 111, establishes a formula to restrict the amount
of revenues that can be appropriated in any fiscal year. The Limit is based on actual appropriations for
base fiscal year 1978-79 and is increased annually using the growth in population and a price adjustment
index, as well as commercial property development within the City during the year. Revenues that are
restricted to the limitation are those which are referred to as “proceeds of taxes,” such as sales tax, property
tax and business license tax.
The City must adopt an appropriation limit for each fiscal year. Beginning with the fiscal year 1990-1991,
the law provides the local agency an option to calculate the adjustment factors by the following:

Price
Factor:

The percentage change in the California Per Capita Income

Population
Factor:

Either the City’s own population growth or the population growth of the entire County.

TEN YEAR HISTORY OF PRICE AND POPULATION FACTORS &
TAX APPROPRIATIONS LIMIT (1)
FOR FISCAL YEARS 2012 to 2021

Fiscal Year

Price
Adjustment

2012
2013
2014
2015
2016
2017
2018
2019
2020
2021

1.0251
1.0853
1.1150
1.0117
1.1064
1.0878
1.0369
1.0367
1.0385
1.0373

Population
Adjustment
x
x
x
x
x
x
x
x
x
x

1.0084
1.0098
1.0109
1.0089
1.0100
1.0091
1.0056
1.0073
1.0028
1.0166

Total
Adjustment

Appropriations
Limit

1.0337
1.0959
1.1272
1.0207
1.1175
1.0977
1.0427
1.0443
1.0414
1.0545

$52,333,850
$57,354,547
$64,647,378
$65,985,846
$73,736,808
$80,940,818
$84,397,528
$88,133,630
$91,783,048
$96,786,987

=
=
=
=
=
=
=
=
=
=

% of City
Appropriations
Subject to the
GANN Limit
36.21%
37.97%
34.00%
37.20%
29.35%
36.85%
30.53%
33.96%
41.13%
42.05%

(1) In 1980, the State Legislature added Division 9 to Title I of the Government Code to implement Article XIIIB. This legislation required
the governing body of each local jurisdiction in California to establish a tax appropriations limit on or before June 30 of each year for
the following fiscal year, pursuant to which the City of San Carlos has been establishing this limit since 1981.
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GANN APPROPRIATIONS LIMIT CALCULATIONS
FISCAL YEAR 2020-2021

Step 1

Total all appropriations (2020-21 operating and capital from
general and special funds)

$

80,177,415

Deduct:
1. Non-Tax Proceeds
2. Debt Service Payments

$
$

(39,053,750)
(429,100)

Add:
1. Excess user fees which exceed actual costs

$

Step 3

Equals appropriations subject to limit (Step 1 - Step 2)

$

40,694,565

Step 4

Compare against 2020-21 Appropriations Limit (from below)

$

96,786,987

Dollar Amount Under Limit (Step 4 - Step 3)

$

56,092,422

Step 2

Percentage of Limit (Step 3/Step 4)

Step 5

Step 6

-

42.05%

Fiscal Year 2019-20 Appropriation Limit

$

Fiscal year 2020-21 Growth Factor based on California Per Capita
Income 1.0373 --- and the City
Population Change 1.0166
(1.0373*1.0166)

91,783,050

105.45%

Step 7

FY 2020-21 Appropriations Limit (Step 5 x Step 6)

$

96,786,987

Step 8

FY 2020-21 Appropriations Subject to Limit (from above)

$

40,694,565

Step 9

Dollar Amount Under Limit (Step 7 - Step 8)

$

56,092,422

Step 10

Percentage of Limit (Step 8/Step 7)

42.05%
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CHART OF FUNDS SUBJECT TO APPROPRIATION

2020-21 Appropriation from Operating, Capital Improvement and Other
General Fund
Capital Improvement
Other Programs
Enterprise Sewer System

$45,400,765
15,594,100
3,480,300
15,702,250
$80,177,415

Non-Tax Proceeds and Debt Services
Licenses & Permits
Business Registration
Fines & Forfeitures
Use of Money & Property
From Other Agencies
Charges for Services
Other Revenue
Sewer Operation & Maint.
NPDES
Capital Improvement Fund 25
In-Lieu Park Fund 27
Parking In-Lieu Fund 28
Housing In-Lieu Fund 29
LMI Housing Fund 31
Post-Employment Benefits Fund 35
Liability Insurance Fund 33
Library Rent & Concessions

$1,782,700
871,200
292,100
2,986,400
4,323,800
3,286,000
1,761,150
20,318,200
626,600
415,500
452,400
6,300
500,800
114,700
1,017,000
46,200
252,700
$39,053,750

Debt Services

$429,100
$39,482,850
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CITY OF SAN CARLOS
FINANCIAL POLICIES
The following Financial Policies have been established to ensure that the City’s finances are managed
in a manner that will:
x
x
x
x

Continue to provide for the delivery of quality services;
Maintain and enhance service delivery as the community grows in accordance with the General
Plan;
Guarantee a balanced budget assuring that the City is always living within its means; and
Establish reserves necessary to meet known and unknown future obligations.

To achieve these goals, the following Financial Policies are presented that include General Policies;
Revenue Policies; Cost of Service Policies; Reserves and Fund Balance Policies; Expenditure and
Budget Policies; Capital Improvement Policies; Fixed Assets and Infrastructure Asset Policies;
Investment Policy and Debt Management Policy.
A.

B.

GENERAL POLICIES
1)

We will manage our financial assets in a sound and prudent manner.

2)

We will maintain sound financial practices in accordance with State law.

3)

We will direct the City’s financial resources toward meeting our long-term goals as
identified by Council through the Strategic Planning and Team Building Retreat process.

4)

We will manage and develop programs to ensure our long-term ability to pay all the
costs necessary to provide the level and quality of service required by our citizens.

5)

We will maintain accounting systems in conformance with generally accepted
accounting principles. The financial records will be audited annually by an independent
auditing firm.

6)

We will establish and maintain investment policies in accordance with State laws in
which the major goals are safety and liquidity of investments, above yield.

REVENUE POLICIES
1)

We will strive to maintain a diversified and stable revenue base that is not overly
dependent on any land use, major taxpayer, revenue type, restricted revenue, or
external revenue.
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C.

D.

2)

We will aggressively pursue revenue collection and auditing to assure that moneys due
are accurately received in a timely manner.

3)

We will seek Federal and State grants and reimbursements for costs whenever possible.

4)

We will investigate potential new revenue sources.

5)

We will work proactively with the League of California Cities and local communities to
monitor legislation that may impact the City financially.

6)

We will avoid targeting revenues for specific purposes whenever possible.

7)

We will impose user fees when appropriate.

8)

We will adopt a user fee policy that establishes desired levels of cost recovery and
determines the minimum frequency of user fee reviews.

9)

We will maintain and further develop methods to track major revenue sources and
evaluate financial trends.

10)

We will establish methods to maximize the accuracy of revenue forecasts.

11)

Revenues will be estimated using accepted standards and estimates provided by the
State and other governmental agencies.

COST OF SERVICES POLICIES
1)

Fees and charges for services will be determined based on the total direct and indirect
cost of the activity, including administrative overhead and depreciation, where
applicable. In certain circumstances, it may be appropriate to subsidize fees, where full
cost recovery may be unrealistic.

2)

We will recover the costs of new facilities and infrastructure necessitated by
development, consistent with State law.

3)

We will consider requiring large developments to prepare a fiscal analysis that will
measure the direct and indirect costs of the project, as well as the benefits to the City.

4)

Managers should be aware of the cost of services and propose the most effective
methodology for providing those services.

RESERVES AND FUND BALANCE POLICIES (per GASB 54)
1) We will work toward establishing, dedicating and maintaining reserves annually to meet
known and estimated future obligations. The hierarchy followed to deplete these reserves
is as follows: first unassigned fund balance will be depleted; second assigned fund
balances will be deleted at discretion of the City Manager; and lastly committed fund
balances will be depleted in accordance with item 3a(ii) or 3b(ii) below, and formal action
of the City Council.
2) The Government Finance Officers Association (GFOA) has issued their best practice in
determining the appropriate level of unrestricted fund balance in the General Fund to be at
a minimum of no less than two months of regular general fund operating revenues or
expenses which equates to approximately 17%. The GFOA definition of unrestricted fund
balance includes three general categories: committed fund balance, assigned fund balance
and unassigned fund balance. For the City’s purpose, we will include committed and
assigned balances when reviewing the reserve percentages. The total of these two
categories will be maintained at or above the GFOA best practice amount.
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3) We will commit amounts of fund balance for specific purposes as determined by formal
action of the City Council, which include but are not limited to committing fund balance
reserves for the following:
a. Economic Uncertainties (as updated by Council June 13, 2016)
i. General Fund committed fund balance for Economic Uncertainties equal to
a minimum of 12.5% of the General Fund expenditures with a target of
increasing to 20% of General Fund expenditures.
ii. Once established, appropriations from the Economic Uncertainties fund
balance commitment can only be made by formal action of the City Council.
Generally, appropriations and access to these funds will be reserved for
emergency situations. Examples of such emergencies include, but are not
limited to: catastrophic disaster (declared by Governor); budgeted revenue
taken by another government entity; or a more than 5% drop in projected
revenue to the General Fund.
b. Strategic Property Acquisitions (as approved by Council October 25, 2010)
i. General Fund committed fund balance for Strategic Property Acquisitions
accumulates funds from the proceeds of future sales of City properties, as
directed by the City Manager or City Council.
ii. Once established, appropriations from the Strategic Property Acquisitions
fund balance commitment can only be made by formal action of the City
Council. Generally, appropriations and access to these funds will be
reserved for funding strategic property acquisitions by the City.
c. Equipment and Vehicle Replacement Reserves
i. A Replacement Fund will be maintained as a separate fund for budgetary
purposes to fund the replacement costs of existing non-sewer-related
vehicles, major equipment and information technology items when they
reach the end of their useful lives. The sewer-related items will be
maintained in the Wastewater Fund. The Replacement Fund will be
analyzed by staff at least annually as part of the budget update process, for
changes in assets, useful lives, estimated replacement costs and
appropriate funding levels. This fund is to be maintained at a level sufficient
to fund 100% of the assets, based on estimated replacement costs and
useful lives.
4) We will assign amounts of fund balance for specific purposes as determined by City
Manager recommendation, as delegated by formal action of the City Council, which include
but are not limited to assigning fund balance reserves for the following:
a.

Liability insurance.

b.

State Budget Contingencies.

c.

Undesignated litigation.

d.

Replacement of facilities and infrastructure.

e.

Continuing appropriations (encumbrances and projects carried over from a prior
year to the new fiscal year).

f.

Debt service for future debt obligations/payments.
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E.

F.

EXPENDITURE AND BUDGET POLICIES
1)

The operating budget will be prepared to fund current year expenditures with current
year revenue. Surplus fund balances may be used to increase fund balance reserves,
fund Capital Improvement Projects or be carried forward to fund future years’ operating
budgets when necessary to stabilize services and fund capital outlay.

2)

We will assume normal inflationary growth in accordance with the consumer price index
for operating expenses.

3)

We will assume personnel costs based on current Memoranda of Understanding in
effect at the time.

4)

Any new or expanded programs will be required to identify new funding sources and/or
off-setting reductions in expenditures in other programs.

5)

We will deliver service in the most cost effective manner.

6)

The budget will state the objectives of each of the operating programs.

7)

The budget will fully account for and apportion all costs, fees and General Fund transfers
associated with Special Revenue and Enterprise Funds.

8)

All budget transfers require the approval of the City Manager or designee. However,
transfers of appropriations that increase the total appropriations of a fund must be
approved by the City Council.

9)

We will maintain a long-range fiscal perspective through the use of a biennial operating
budget, a five-year capital improvement program and a five-year financial forecast.

10)

The biennial budget will be adopted by Resolution of the City Council by July 1st every
other year.

11)

A mid-cycle budget status report will be prepared and presented to the City Council in
the spring of the first year of the budget that will include projections to year-end and any
adjustments required for the second year of the biennial budget.

12)

Staff will provide a written report to Council quarterly on the City’s General Fund
revenues and expenditures.

CAPITAL IMPROVEMENT POLICIES
1)

We will construct capital improvements in accordance with an adopted capital
improvement program.

2)

We will develop a five-year plan for capital improvements to be reviewed and, if
necessary, updated as part of the budget process. Future capital expenditures will be
projected for a five-year period based on changes in the community population, real
estate development or replacement of infrastructure.

3)

We will coordinate preparation of the Capital Improvement Budget with preparation of
the Biennial Operating Budget. Future operating costs associated with new capital
improvements will be projected and included in Operating Budget forecasts.

4)

We will identify the estimated costs and potential funding sources for each proposed
capital project before it is submitted to Council for approval.

5)

We will attempt to determine the least costly financing method for all new projects.
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G.

FIXED ASSET AND INFRASTRUCTURE ASSET POLICIES
1)

We will capitalize all assets with a cost greater than $5,000 and a useful life of more
than one year.

2)

All fixed assets and infrastructure assets are assigned an asset number that is recorded
in the fixed asset software. Where applicable, the asset number is affixed or tagged to
the asset.

3)

Infrastructure related capital projects will be capitalized as construction in progress until
completed. Costs to be capitalized include direct costs such as labor, materials and
transportation, indirect costs such as engineering and construction management and
ancillary costs such as construction period interest.

4)

Repairs and maintenance to infrastructure assets will generally not be subject to
capitalization unless the repair extends the useful life of the asset.

5)

A physical inventory process will be initiated by staff when appropriate.

In addition, the City has three other financial policies that were reviewed and approved separately by
the City Council. Both of these policies are available on the City’s website and the Debt Management
Policy can also be found in the Debt Section of the Budget book.
INVESTMENT POLICY
The Investment Policy applies to all financial assets of the City as accounted for in the Comprehensive
Annual Financial Report (CAFR). Statements outlined in the Investment Policy focus on the City’s
pooled funds, but will also apply to all other funds under the Administrative Services Director’s span
of control, unless specifically exempted by statute or ordinance. This policy is applicable, but not
limited to, the following funds: General Fund; Sewer Fund; Capital Funds; Other Special Revenue
Funds; Debt Service Funds; Internal Service Funds; Trust and Agency Funds; South Bayside Waste
Management Authority; C/CAG; and any new fund created by the City Council, unless specifically
exempted.
In accordance with California Government Code Section 53646(a)(2), the City Council reviews and
approves this policy on an annual basis. The City’s Investment Policy was last adopted by the City
Council on August 24, 2020 via Resolution 2020-057.
DEBT MANAGEMENT POLICY AND DEBT DISCLOSURE PROCEDURES POLICY
Effective January 1, 2017, California Government Code Section 8855(i) requires any issuer of public
debt to provide to California Debt and Investment Advisory Commission (CDIAC) that they have
adopted local debt policies concerning the use of debt and that the proposed debt issuance is
consistent with those policies. The issuer’s local debt policies must include (A) through (E), below:
A. The purposes for which the debt proceeds may be used.
B. The types of debt that may be issued.
C. The relationship of the debt to, and integration with, the issuer’s capital improvement program
or budget, if applicable.
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D. Policy goals related to the issuer’s planning goals and objectives.
E. The internal control procedures that the issuer has implements, or will implement, to ensure
that the proceeds of the proposed debt issuance will be directed to the intended use.
On January 22, 2018, the City Council adopted the Debt Management Policy via Resolution 2018010. The new Debt Management Policy enhances the policy previously in place and follows the
Government Finance Officers Association (GFOA) best practices guidelines. This policy will help
ensure that City debt is issued and managed prudently to maintain a sound fiscal position.
On May 28, 2019, the City Council adopted the Debt Disclosure Procedure Policy via Resolution 2019037. The new procedure policy formalized existing practices, including changes set by the Securities
and Exchange Commission (“SEC”), SEC Rule 15c2-12, effective for securities issued on or after
February 27, 2019 for the City and its related entities that meet the debt disclosure requirements.
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CITY OF SAN CARLOS
STRATEGIC PLAN
February 2020
THE SAN CARLOS STRATEGIC PLAN
The San Carlos Strategic Plan identifies current issues, needs and interests that are of strategic
importance to the quality of life of the community. Addressing these issues requires the leadership
focus of the City’s elected officials and professional staff for an extended period of time, typically
several years. The Strategic Plan is not a summary of all City services. The issues identified in
the plan are unique because they have an urgent impact on the community and because they are
complex.
Strategic goals are a central feature of the Strategic Plan. These are established to find ways to
address the strategic issues now and into the foreseeable future. If a solution is found, and there
is an on-going need to address the issue, this will occur through the City’s on-going service
delivery system. At that time, the issue will no longer be identified as a strategic goal.
HOW THE STRATEGIC PLAN IS DEVELOPED
The Strategic Plan is developed through an annual process that involves the City Council and
City professional staff in facilitated, collaborative working sessions. The process is completed
early each year so that the Strategic Plan can be incorporated into the City’s budget.
The plan is a document comprised of the City’s mission, vision and core values statements, the
strategic goals and objectives for the next planning period and detailed work plans that will
accomplish the goals.
Strategic goals are identified based on the knowledge and understanding that each participant in
the process has about what is of strategic importance to the community. City Council members
are elected by the residents to govern and represent their needs and interests. They bring the
perspective of the residents and business of the community. Professional City staff members are
trained in local government management and services. They bring the perspective of how to
address the complex issues that are of concern. Through the strategic planning work sessions,
these two unique perspectives come together to identify the areas of focus for the next planning
period.
THE STRATEGIC PLAN PROCESS
The key steps to the process are listed below.
City Council Mini-Retreat. City Council, City Manager and City Attorney brainstorm the current
community issues of strategic importance. This is a public meeting.
City Council and City Management Team Retreat. This is a facilitated, collaborative working
session. The participants review accomplishments from last year; review the City’s mission, vision
and values to ensure relevance; check the status of current strategic plan issues and progress;
and identify new strategic issues to work on for the next year and possibly beyond. Council
strategic goals and objectives are established at a high level through this process. The “handoff”
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is given to City staff to work through the details by refining the goals and objectives and developing
work plans to achieve Council’s strategic goals. This is a public meeting.
City Management Team Retreat. This facilitated, collaborative working session with the City’s
management team is designed to refine the strategic goals, develop objectives to achieve each
goal and establish work plans that identify specific tasks, set timelines and assign responsibility
for accomplishment. This is an internal staff meeting.
Council Adoption of Strategic Plan and Progress Updates. After all work sessions are complete,
a final Strategic Plan is agendized for Council adoption at a regularly scheduled Council meeting.
City staff then periodically updates Council on the progress of strategic goals during future Council
meetings. All of these Council meetings are public meetings.
MISSION
The City of San Carlos provides high-quality services and facilities to its residents in a
sustainable, transparent, responsive and friendly manner to foster a safe and healthy
community now and in the future.
VISION
The City of San Carlos will continue to move with confidence into the future as a desirable,
vibrant, inclusive and business friendly community, admired by all as a great place to live,
learn, work and play.
CORE VALUES
Not in priority order

x
x
x
x
x
x
x

Fostering a safe, diverse, welcoming and engaged community
Ensuring fiscal responsibility and the sustainability of San Carlos’ resources, infrastructure
and social/cultural environment
Protecting our physical environment from the threats of climate change
Recognizing and respecting the needs and challenges of the community
Demonstrating high ethical and professional standards, including high quality customer
service
Exhibiting the character and qualities of San Carlos by thinking strategically, remaining
proactive, and planning for the future
Supporting the well-being of employees, investing in their development, and aligning
staffing and resources with the demand for City services

2020 STRATEGIC GOALS AND OBJECTIVES
1. Eastside Planning Initiative: The City of San Carlos will be proactive in planning for
future changes in land use, transportation and economic development, including proposed
market driven development projects and the assessment of potential impacts and
opportunities.
Objective #1: Prepare a plan to address changes in development patterns and the influx
of jobs.
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2. Housing: The City of San Carlos will actively encourage and support the creation of
housing to provide a safe, diverse and affordable supply by facilitating development of
housing for all income levels.
Objective #1: Increase the number of Below Market Rate (BMR) housing units to meet
local and regional housing requirements (e.g.: regional collaboration, grant programs,
acquisition and new development).
Objective #2: Study land use and other regulatory options to increase all types of housing.
Objective #3: Engage the community in dialogue about housing needs, challenges and
opportunities.
Objective #4: Facilitate completion of projects currently underway.
3. Mobility, Traffic and Transportation Infrastructure: The City of San Carlos will actively
pursue plans and strategies for improving mobility, traffic, parking, transportation
infrastructure, and street maintenance while encouraging alternative modes of
transportation to provide efficient, safe and effective movement throughout the city.
Objective #1: Identify and implement alternative modes of transportation (non-vehicular)
to improve traffic flow and parking.
Objective #2: Identify and implement city-wide street and intersection projects and
initiatives to improve traffic flow and parking.
Objective #3: Develop community education, reporting, outreach and information tools.
Objective #4: Identify and implement enhanced traffic and pedestrian safety
opportunities.
Objective #5: Facilitate completion of projects currently underway.
4. Childcare and Youth Programming: The City of San Carlos will encourage and support
the creation of childcare facilities and promote access to youth programming.
Objective #1: Increase access to childcare facilities.
Objective #2: Address the community’s needs for youth programming.
5. Wildfire, Public Safety and Emergency Planning: The City of San Carlos will continue
to prepare for public safety emergencies, such as wildfire, earthquake, flood, power
outage, school safety and other potential community emergencies by developing and
implementing risk mitigation and reduction strategies.
Objective #1: To reduce the risk and threat of wildfire and prepare the community
for such an event.
Objective #2: Update emergency plans and policies.
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Objective #3: Prepare for PG&E’s Public Safety Power Shutoff (PSPS) program
implementation.
6. Climate Change: The City of San Carlos will support sustainability initiatives and address
climate change.
Objective #1: Prepare a Climate Mitigation and Adaptation Plan.

For a full review of the City's Strategic Plan, please visit the City website at www.cityofsancarlos.org
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DISTINGUISHED BUDGET AWARD FOR FISCAL YEARS 2018-20
The Government Finance Officers Association (GFOA) established the Distinguished Budget
Presentation Awards Program in 1984 to encourage and assist state and local governments to
prepare budget documents of the very highest quality that reflect both the guidelines established
by the National Advisory Council on State and Local Budgeting and the GFOA's best practices
on budgeting and then to recognize individual governments that succeed in achieving that goal.
The City of San Carlos has received this award for several years, including the FY 2018-20
Budget.
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COMMUNITY SURVEYS
The City of San Carlos conducts a bi-annual Community Satisfaction Survey, as well as other
periodic city-wide surveys, with the help of independent scientific-research firms. These
surveys help inform City Staff and Council as the City makes decision about programs and
projects in the City of Good Living.
Throughout the budget book, there are multiple references to the survey. A complete copy of
the 2020 Community Satisfaction Survey can be found on the City website at:
https://www.cityofsancarlos.org/residents/community-surveys.
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