
 
 
 
 
 
 
 
 
 
 
 
June 16, 2006 
 
 
Honorable Mayor and Members of the City Council: 
 
We are pleased to present for your consideration operating budgets for fiscal years 
July 1, 2008 through June 30, 2009 and July 1, 2009 through June 30, 2010.   
 
The 2008-09 General Fund budget projects an excess of revenues over 
expenditures of $4,625.  Actual results will, of course, vary from the budget and, if 
appropriate, the budget will be revised at midyear.  However, we believe that the 
budget as presented provides sound benchmarks for planning and monitoring the 
City’s financial operations for the next year. 
 
The 2007-08 General Fund budget projects a deficit of revenue to expenditures of 
$216,514.  Because planned deficits are not acceptable, this budget must be 
amended prior to July 1, 2009, to achieve a balance between revenues and 
expenditures.  We anticipate that if the slumping economy and the real estate 
market recover by the beginning of the 2009-2010 fiscal year, and if tax revenue 
enhancements now under consideration are enacted, that projected revenue will 
meet or exceed projected expenditures.  If projected revenue increases do not 
eliminate the deficit, it will be necessary to reduce planned expenditures, with the 
goal of minimizing the impact on vital services. 
 
In preparation of the budgets for the next two fiscal years, we have projected that  
the 25% decline in real estate transfers, for the period October 2007 through April 
2008, continue for the full 2008-09 fiscal year. We have not forecasted any decline 
in assessed value of property in the City, but we have forecasted a lower rate of 
growth than has occurred in recent years.  We have forecasted sales tax revenues 
to decline 3% as a result of the sluggish economy and skyrocketing prices of 
petroleum based fuels. We have assumed there will be no new State appropriation 
of local revenues, and that the State will continue to fulfill its commitments to 
make timely in-lieu property tax payments for vehicle license fees and local sales 
tax revenues that have been preempted by the State. 
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Projected General Fund revenues for fiscal year 2008-09 are 2.9% greater than the 
projected actual revenues for fiscal year 2007-08, and projected General Fund 
revenues for fiscal year 2009-10 are 4.5% greater than those projected for fiscal 
year 2008-09.   
 
Projected General Fund expenditures for fiscal year 2008-09 are 7.4% greater than 
the projected actual expenditures for fiscal year 2007-08, and projected General 
Fund expenditures for fiscal year 2009-10 are 5.6% greater than those projected 
for fiscal year 2008-09. 
 
Net transfers of resources to the General Fund from other Special Purpose Funds 
are budgeted to increase 33% in fiscal year 2008-09 over the projected net 
transfers for fiscal year 2007-08.  This increase is the result of increased funding of 
Police and Fire retirement plan contributions from the Pension Override Tax Fund, 
and increased revenue from Emergency Medical Service activities. 
 
State Budget Impact 
 
The Governor’s office and the State Legislative Analyst agree that the State is 
facing a fiscal year 2008-09 budget deficit between $12 million and $18 million.  
They do not agree on how best to close this budget gap.  When facing similar 
deficits in the past, the State has preempted revenues previously designated for 
local government, and shifted the responsibility for services to local governments, 
without providing full funding of these services.   
 
As of this date, the only fiscal action taken or proposed by the State to 
significantly impact the City of Albany has been a five month deferral in remission 
of Highway User Tax Account (gas tax) funds due the City for transportation 
funding.  The payments due in April through August 2008 are to be made in 
September 2008, but the revenue will be recognized for budget purposes in fiscal 
year 2007-08.  We have not anticipated any other State actions detrimental to the 
City in either fiscal year 2008-09 or fiscal year 2009-10. 
 
Previous structural change in state/local revenue collection and sharing remain in 
place, but aside from timing delays, the “triple flip” of property taxes for sales 
taxes and the property tax in-lieu of vehicle license fees has not been detrimental 
to the City. 
  
Future Fiscal Outlook 
 
The City of Albany is a primarily residential community, with a focus on a strong 
school system, family services and facilities, responsive public safety services, and 
a safe and healthy environment. The City has principally relied upon residents and 
property owners to bear the cost of meeting its desires for quality services and 
facilities.  This has provided relatively stable funding through upturns and 
downturns in the State and national economies; however, to meet rising demands 
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for maintenance of facilities and increasing costs of existing services, city officials 
have recognized a need to increase revenues generated by commercial facilities, 
especially those that produce high levels of sales taxes.  However, Albany is a 
built-out city and the limited acreage and zoning for commercial use and other 
constraints limit opportunities for large-scale commercial projects.  Furthermore, 
community sentiment towards commercial development is mixed and/or uncertain. 
 
Two years ago, Magna Entertainment, the owner of Golden Gate Fields, put forth 
a proposal for a mixed-use development adjacent the racetrack.   In the face of 
citizen opposition, the proposal was withdrawn, and Magna has not disclosed any 
new plans for development on the waterfront.  The City has entered into a contract 
for a waterfront planning visioning study for the property to be completed over an 
18-month period, commencing in May 2008. Funding of $350,000 was 
appropriated from the 2005-06 fiscal year for waterfront planning and additional 
funding of $259,713 has been proposed for fiscal year 2007-08 to complete the 
funding requirement. 
 
The fiscal year 2007-08 budget provides $50,000 for consultant services related to 
pursuing economic development strategies in the City. 
 
Costs of employee retirement benefits and medical benefits continue to increase at 
or near double-digit rates.  In order to compete for hiring and retaining public 
safety employees, over the past several years the City authorized enhancing the 
fire and police pensions to the “3% at 55” plan.  The miscellaneous employee 
PERS plans transitioned from 2% at 55 to 2.5% at 55 during the 2006-07 fiscal 
year.  The retirement plans enhancements have been less generous that those 
provided by some other CalPERS participants in the Bay Area, but have sufficed 
to recruit and retain high quality employees, while avoiding the creation of 
liabilities the City is unable to fund.  The City has also acted to control benefit 
costs by making lump sum payments of retirement plan “side fund” liabilities, and 
by limiting and modifying health plan options available to employees.   
 
Albany’s economic outlook continues to be positive due to sound fiscal policies, 
stable property values, and the ability and willingness of its citizens to financially 
support the services, businesses, and facilities in the community. The highly 
regarded Albany Unified School District, the City’s proximity to local and 
regional amenities and employment, its emphasis on safety, and its small-town 
ambiance make Albany attractive to families and other residents that are 
supportive of a high quality of life in their community. 
  
OPERATING BUDGET OVERVIEW 
 
The process of preparing the operating budget begins with the proposal of goals 
and objectives by the City staff and presentation of these goals and objectives to 
the City Council.  The City Council holds workshops and invites public input to 
the process of establishing the City’s goals and objectives.  Incorporation of the 
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goals and objectives into the budget may require new resources, reallocation of 
resources or utilization of existing resources to maintain the status quo. 
 
General Fund revenues such as taxes, fees and revenues from other agencies are 
estimated by the Finance Department based on prior years receipts, current 
economic projections and legislative changes.  Special purpose revenues and 
grants are estimated by the departments associated with the activities that generate 
the revenue. 
 
Department heads present their requests for additions, reductions or re-
assignments of personnel to the City Administrator.   Personnel costs are computed 
by the Finance Department, and cost allocations are established by department 
heads.  Supplies and service expense budgets are requested by department heads, 
who are required to list and document major expenditures.  Department heads are 
also required to justify increases in non-major expenditures that exceed actual 
expenditures for the prior year. 
 
It is the City’s policy to adopt a budget in which General Fund revenues and 
transfer-in are equal to or exceed General Fund expenditures and transfers-out.  It 
is the City Administrator’s responsibility to present a balanced budget to the City 
Council.  The Council holds a public hearing on the proposed budget prior to its 
adoption. 
 
The budget presentation is based a fund format and corresponds to the fund 
reporting in the City’s Comprehensive Annual Financial Report  (CAFR).  In  
compliance with governmental accounting standards for financial reporting, the 
CAFR also presents a government-wide financial statement that combines the 
multiple funds into one statement.  There is no comparable government-wide 
budget presentation. 
 
The fund format focuses on types of activities conducted by the City and the 
financial status of individual activities. The largest of the funds is the General 
Fund, which is used to account for most routine governmental functions such as 
public safety, infrastructure maintenance, code enforcement and recreational 
activities. 
 
The City maintains several Special Revenue Funds, examples of which are the 
Community Development Block Grant Fund, the Library Operations Fund, and the 
Lighting and Landscape Assessment District Fund.  The defining characteristic of 
these funds is that the revenue supporting the fund is restricted to use for specific 
purposes. 
 
The Sewer Fund is the principal Enterprise Fund operated by the City.  An 
enterprise fund is one that provides services and earns revenue in a manner similar 
to a commercial enterprise. 
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Cash and other assets held by the City for the benefit of another entity are 
accounted for in Fiduciary Funds.  Fiduciary funds maintained by the City include 
the Police and Fire Pension Trust Fund, School Facility Fee Fund, and the 1996-1 
Assessment District Bond Fund. 
 
The City currently maintains 17 Capital Project Funds.  Summary information for 
these funds is presented in the operating budget, and a more in-depth discussion 
and analysis is presented in the Capital Improvement Program budget.  
 
To provide greater administrative control and monitoring of revenues and 
expenditures, the budget is assigned to departments within funds.  The budget for a 
department may include revenues and expenditures from several funds. 
 
Another important process in governmental accounting is the transfer of resources 
between funds.  Schedules of inter-fund transfers are included in this report.  
 
The basic accounting unit for budget adoption and presentation is the Fund.  The 
basic accounting unit for budget development and management control is the 
Department.  A Department, as used in the budget, may be an organizational unit, 
a specific function, a capital project or a recurring event.  There are 65 
departments included in this budget, and detail schedules are provided for each 
department. 
 
Revenues 
 
Estimated revenues for all funds combined are $25,021,152 million for fiscal year 
2008-09 and $25,123,606 million for fiscal year 2009-10.   
 
Estimated General Fund revenues are  $13.4 million for fiscal year 2008-09 and 
$14 million for fiscal year 2009-10.  These revenues compare favorably with the 
projected actual revenues for fiscal year 2007-08 of $13.1 million.  Property tax 
revenue is projected to increase 5.7% as a result of increases in assessed value of 
property in the City.  This increase is less than that of recent years in recognition 
of the decrease in reassessments made property is sold, and in recognition that 
some properties that were reassessed or added to the tax rolls in the last 3 to 5 
years have declined in value.   
 
General Fund revenues by type are illustrated in the chart on the following page.  
The two largest sources of revenue are property tax and other taxes, which account 
for 36% and 27% respectively of total revenues.  Other taxes are composed of 
property transfer taxes, utility user taxes, business license fees and Golden Gate 
Fields racing taxes. Property transfer tax revenue is determine by the sales price of 
property and the number of sales and, therefore, is subject to the fluctuations in the 
real estate market and may vary significantly from the projection.   
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GENERAL FUND REVENUES BY TYPE
$13.4 Million / Proposed Budget 2008-09
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Expenditures 
 
Total operating expenditures for all funds combined are $25,132,844 million for 
fiscal year 2008-09 and $22,823,198 million for fiscal year 2009-10.  General 
Fund expenditures are $16,389,187 for fiscal year 2008-09 and $17,306,924 for 
fiscal year 2009-10.  
 
Salaries and benefits compose 79.5% of General Fund expenditures and, therefore, 
are the major component in the $1,124,655 increase of fiscal year 2008-09 
expenditures over projected expenditures for fiscal year 2007-08.  Salary costs are 
budgeted to increase as a result of negotiated wage rate increases for represented 
employees, cost of living adjustments for non-represented management 
employees, and an increase of 1.75 staff level positions.  Total benefits costs are 
budgeted to increase 10.1% in 2008-09 over the projected costs for fiscal year 
2007-08.   
 
 
The distribution of General Fund expenditures by function is illustrated in the 
following chart.   
 

GENERAL FUND EXPENDITURES BY FUNCTION
$16.4 Million / Proposed Budget 2008-09
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3 YEAR EXPENDITURE TREND
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Fund Transfers and Reserves 
 
Interfund transfers are required when revenue is recorded in one fund and 
expenditures supported by that revenue are recorded in another fund.  An example 
is the recording of sewer fees in the Sewer Fund and a transfer of funds to the Debt 
Service Fund to provide for payment of sewer bond interest and principal.  The 
majority of transfers in this budget are from Special Purpose Funds to the General 
Fund where, expenditures related to the special purposes are recorded.  Budgeted 
net transfers to the General Fund for fiscal years 2008-09 and 2009-10 are 
$2,949,167 and $3,043,229 respectively.  The budgeted transfers include $850,000 
in each of the fiscal years from the Pension Override Tax Fund to the General 
Fund to partially offset the cost of the City’s obligations to the California Public 
Employees Retirement System (CalPERS) for police and fire pensions.   
 
Reserves that are established for special purposes, such as capital additions or 
liability claims, may be augmented by fund transfers.  Transfers to Fire, 
Emergency Medical Services, and Police equipment reserve accounts total $99,000 
in both fiscal year 2008-09 and fiscal year 2007-08. 
 
The City is self-insured for workers’ compensation and maintains funded 
contingent liability accounts for this purpose.  The projected cash balance for these 
accounts as of June 30, 2008 is $2.5 million. 
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CAPITAL IMPROVEMENT EXPENDITURES 
 
The capital improvement expenditures for fiscal years 2008-09 and 2009-10, that 
are incorporated into this Operating Budget, are the projected expenditures of 
projects listed in the five year Capital Improvement Plan, and for which funding 
has been identified. 
 
A project description, project cost estimate, funding sources and project status 
report are provided for each project, in the Capital Improvement Plan.  
Expenditures budgeted for fiscal years 2008-09 and 2009-10 are scheduled by 
Fund in the Fund Balance schedules in this report.   
Major capital projects receiving expenditure appropriations for fiscal years 2008-
09 and 2009-10 are: 
 
 Codornices Creek Restoration 
 Transportation and traffic calming projects 
 Pierce Street Rehabilitation Program 
 Sewer repair and replacement 
 Storm drain repair and replacement 
 Buchanan Street Bicycle Project 
 Albany Preschool Seismic Improvements 
 Sidewalk Repairs 
 Pavement Rehabilitation Program 
 Watershed Management 
 Civic Center Project 
 Nielson Street Storm Drain 

 
Measure F capital improvements bond approved by the voters in November 2002 
and the Measure C bonds approved in November 2007 are a significant funding 
source for the Capital Improvement Plan. The measures authorized use of funds 
for repairs and improvements to recreational facilities; retrofit or replacement of 
the Fire and Police Stations and related facilities; improvements in traffic safety 
for pedestrians, bicyclists, and motorists; and creation of new parks and 
improvements to existing parks; and resurfacing streets.   
 
In addition to work on Measure F & C funded projects, the City is completing 
other capital projects with funds of $6 million from refinancing of sewer revenue 
bonds, sewer service fees, Landscape & Lighting District revenues, gasoline taxes, 
and various state grant funds.   
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budgets that are can be realistically expected to achieve theses goals and 
objectives. In addition, we would like to thank Susan Hsieh, Accounting 
Supervisor, for her tireless and conscientious work as the primary technician and 
taskmaster for the preparation of the budget document. Also we thank Minnie 
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proofing and printing this document. 
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Beth A. Pollard   Charles A. Adams 
City Administrator   Finance & Administrative Services Director 

I:\COUNCIL STAFF REPORTS\XX 06 June 08\June 16\04 - Unfinished Business\Budget FINAL except for financial 
schedules being posted here by Susan\Budget Message 2009-10.doc    

A10


	State Budget Impact
	Future Fiscal Outlook
	Fund Transfers and Reserves
	CAPITAL IMPROVEMENT EXPENDITURES

