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BUDGET GUIDE 

 
 
ABOUT THE CITY’S BUDGET 
 
The City’s budget is an important policy document.  It serves as an annual financial plan, 
identifying the spending priorities for the organization.  The budget is used to balance 
available resources with community needs, as determined by the City Council.   It also 
serves as a tool for communicating the City’s financial strategies and for ensuring 
accountability. 
 
The City’s operating budget is a plan for one specified fiscal year.  The fiscal year for this 
budget begins on July 1, 2010 and ends on June 30, 2011. 
 
The City keeps track of its finances in self-balancing sets of accounts called funds, which 
are the basic accounting and reporting components in governmental accounting.  Funds 
segregate transactions related to certain government functions or activities.  The budget 
is prepared by fund, and summarized into an operating budget and a capital 
improvement program (CIP) budget for the City and for the Redevelopment Agency. 
 
All governmental funds are accounted for on a spending or “current financial resources” 
measurement focus and the modified accrual basis of accounting.  Revenues are 
recognized as soon as they are collectible within the current period or soon enough 
thereafter to pay liabilities of the current period.  For this purpose, the City considers 
revenues to be available if they are collected within 60 days of the end of the current 
fiscal period.  Expenditures generally are recorded when a liability is incurred, as under 
accrual accounting.  However, debt service expenditures, as well as expenditures 
related to compensated absences and claims and judgments, are recorded only when 
payment is due. 
 
The General Fund is the primary revenue source and operating fund for most of the 
services that cities typically provide, such as public safety (police and fire), street and 
park maintenance, and community services, as well as most administrative functions.  
The major funding sources for the General Fund are property taxes and sales tax. 
 
The City sets aside a portion of its General Fund as an emergency reserve.  Such a 
reserve is a prudent financial strategy because it provides options for the City to meet 
unexpected changes in its financial picture while continuing to provide fundamental 
municipal services.  Examples of such changes might include a downturn in the local 
economy, state-imposed reductions in city revenues, unanticipated cost increases, 
catastrophic losses or natural disasters.   The City Council has established a goal of 
maintaining an emergency reserve equal to 15% of General Fund annual expenditures.  
However, due to the economic climate, the reserve level has been reduced.  Therefore, 
the City Council will review the revenues and expenditures on a more frequent basis and 
provide direction to the City Manager. 
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BUDGET DEVELOPMENT 
 
The City Manager is responsible for development of a proposed budget for consideration 
by the City Council.  The budget development process begins in January with a midyear 
update of the current year’s budget and the General Fund revenue forecast, which 
establishes a general framework under which to develop budget guidelines for the 
upcoming fiscal year. 
 
Establishing the base budget involves taking the final budget from the previous year, 
reducing it for any one-time expenditures, and adjusting for contractual obligations in 
accordance with established labor agreements and other long-term contracts.  
Adjustments are also made for other anticipated increases in specified line items that 
affect multiple departments, e.g. fuel costs.  All programs funded through charges back 
to user operations (i.e., internal service funds, such as the central garage) are reviewed 
in order to establish rates for the coming fiscal year.   
 
The base budget is then provided to each department.  Departments review their base 
budget and prepare augmentation requests to fund current service levels and proposed 
goals consistent with the Council’s adopted Strategic Plan for the coming year.   
Departmental budgets are submitted to the City Manager’s Office for review.   
 
Once the proposed budget is developed, it is presented to the City Council and copies 
are made available for public review at multiple locations and via the City’s website.  A 
public hearing is held to solicit input on the proposed budget.  
 

 
BUDGET CALENDAR 

 
FY 10 -11 OPERATING BUDGET  

 
Month Action 

January Mid-Year budget review 
 Personnel allocations due from departments 
  
February Update General Fund forecast and review 
 Develop budget worksheets 
  
March Budget worksheets issued to departments 
 Public budget study session with City Council 
  
April Budget submittals due from departments 
 Budget meetings with departments 
  
May Budget team and City Manager review issues 
 Updates to budget forecast 
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May, cont’d Prepare draft budget 
 1st public budget study session with City Council  
  
June 2nd public budget study session with City Council 
 Final revisions 
 Public hearing(s) and adoption of budget 

 
  
BUDGET CONTROL 
 
Since the budget is an estimate, from time to time it is necessary to make adjustments to 
fine tune the line items within it.  Various levels of budgetary control have been 
established to maintain the budget’s integrity.  The City Manager has the authority to 
make transfers between accounts usually based on recommendations from the various 
departments.  Whether a transfer is within a fund or between funds, that authority must 
be exercised taking into consideration funding source compatibility.  Where an 
appropriation requires an increase that cannot be supported by a transfer, City Council 
authorization is required. 
 
BUDGET TERMINOLOGY 
 
Some key terms include: 
 
Augmentation:  additional funding for a cost increase in an existing program or service; 
for the provision of a new or expanded program or service; or for one-time costs such as 
equipment. 
 
Appropriation:  An authorization made by the City Council which permits the City to 
incur obligations and to make expenditures. 
 
Budget Adjustment:  A revision to a budget appropriation.  City staff, under the 
direction of the City Manager, has the authority to move budget within or between 
department programs.  Increases to the budget must be approved by the City Council. 
 
Capital Improvement Program (CIP):  A plan for capital expenditures to provide long-
lasting physical improvements to be incurred over a period of one or more years. 
 
Cost Allocation Plan:  The purpose of the cost allocation plan is to summarize, in 
writing, the methods and procedures that the organization will use to allocate costs to 
various programs, grants, contracts and agreements. 
 
Cost Distributions:  Payments made to the General Fund by other funds for the cost of 
providing administrative and support services, based on an established cost allocation 
plan. 
 
Enterprise Fund:  A governmental accounting fund in which services provided are 
financed and operated similarly to those of a private business.  The rate or fee 
schedules for these services are established to ensure that the revenues are adequate 
to meet all necessary expenditures and obligations.  Examples include the Water, 
Sewer, Community Development, and Transit Funds. 
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Encumbrance:  The commitment of appropriated funds to purchase goods or services.  
Funds are typically encumbered through use of a purchase order. 
 
Expenditure Category:  A basis for distinguishing types of expenditures.  The major 
expenditure categories used by the City of Vacaville are salaries and benefits (includes 
full-time, part-time, overtime, benefits, and contributions toward internal service funds for 
workers compensation and retiree health care and leave payouts); services and 
supplies; major one-time expenditures, and indirect costs (overhead costs such as 
electricity and telephone, central garage charges, and insurances). 
  
Fund:  Separate, self-balancing sets of accounts that record all financial transactions for  
specified activities, revenue sources, or government functions.  The commonly used 
funds in public accounting are:  general fund, special revenue funds, enterprise funds, 
internal service funds, debt service funds, capital project funds, special assessment 
funds, and trust and agency funds.  
 
Fund Balance:  The excess of assets over liabilities and encumbrances at the end of 
the fiscal year; available funds. 
 
Operating Budget:  The portion of the budget pertaining to the operations that provide 
government services.  It does not include Capital Improvement Program expenditures. 
 
Performance Measurement:  The process of regular and continuous data collection on 
important aspects of City services, in order to evaluate the effectiveness and efficiency 
of those services over time. 
 
Prior Year Carryover:  Departments with General Fund operations are able to request 
that all or a portion of budget remaining unexpended at year-end be carried over into the 
next fiscal year.  The savings may then be used for one-time expenditures approved by 
the City Manager.  This mechanism promotes prudent use of General Fund resources. 
  
Reserve:  An account used to indicate a portion of fund balance that is restricted or set-
aside for a specific purpose, and is therefore not available for general appropriation. 
 
Source of Funds:  The type of revenues used to pay for the expenditures of each 
department.  Some department budgets include revenues from one or more sources 
which legally may only be used for specified purposes.  General Fund revenues are 
identified in the budget as “functional” (related to or derived from a department program, 
e.g. charges for services) or “discretionary” (funds from general sources such as 
property tax or sales tax, available for any purpose authorized by the City Council). 
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DESCRIPTION OF GENERAL FUND REVENUE SOURCES 
 
TAXES                                                                                   
 
Property Tax 
 
The State Constitution (Proposition 13) sets the base property tax rate at 1% of assessed value. 
The City currently receives only about 17 cents ($0.1745) of every property tax dollar generated in 
Vacaville, with the majority of property tax revenue going to the State (schools) and County. 
Homes, businesses, and other taxable real and personal property are subject to this 1% property 
tax rate. Growth in assessed value is limited to 2% or CPI, whichever is lower. However, when 
property ownership is transferred, or when 
property is newly constructed, it is re-appraised 
at its current full market value. The gross 
assessed value of property in the City (including 
redevelopment project areas) stands at $9.9 
billion for the 2009/10 tax year; a decrease of 
$658 million, or 6.2% less than the prior year.  
This decline is primarily influenced by declining 
residential property values within the City, which 
dropped by $729 million, or 10.7% from the 
previous year. The City saw commercial and 
industrial property values grow slightly, by 
around $71 million.  Both residential and 
commercial property values are expected to decline further in fiscal year 2010/11, but by a lesser 
amount than the 2009/10 year. 

Assessed Value by Source

Other
3%

Industrial
17%

Vacant
3%

Commercial
12%

Residential
65%

 
The City used to receive about 24 cents of every property tax dollar. However, starting in 1992/93 
the Legislature shifted $3.5 billion of property tax revenue statewide away from cities, counties and 

special districts to help meet the State's 
funding obligation to schools. This is referred to 
as the ERAF shift (Educational Revenue 
Augmentation Fund), and it reduced the City’s 
share of the property tax dollar to about 17 
cents. Vacaville now loses some $3.5 million 
annually to the ERAF shift, which represents a 
25% loss of property tax revenue. In fiscal year 
2004/05, the majority of vehicle license fee 
(“VLF”) revenue was converted to a like 
amount of property tax revenue; and now 
grows or declines at the same rate as “normal” 
property tax.   For Vacaville, this shift means an 

additional $7.5 million of property tax revenue in 2010/11. (See discussion below under 
Intergovernmental revenue.)  Adding the  VLF supplemental tax to the $10.2 million of normal 
property tax means property tax, at $18.6 million in  2010/11, is once again the largest single 
ongoing funding source for general municipal operations.  Property tax now comprises 31% of all 
General Fund revenues.  

Property Tax Dollar

SCC
$0.03Schools

$0.28

Library
$0.03

Other
$0.06

ERAF
$0.07 County

$0.36
City

$0.17

8.375% Solano County Tax Rate

Transit, 
0.250%

Safety, 
0.500%City, 

1.000%

Library, 
0.125%

State, 
6.500%

 
Sales and Use Tax 
 
The sales tax revenue received by the City is equal to 1% 
of all taxable sales within City limits. The City also receives 
a pro-rata share of use taxes which are "pooled" at the 
state and county level. The total tax rate in Solano County 
is 8.375%, of which the State rate is 6.50%, the local rate is 
1.00%, the Prop. 172 public safety sales tax rate is 0.50%, 
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the Transportation Development Act rate is 0.25%, and the Solano County Library rate is 0.125%. 
 
The sales and use tax is the General Fund's 
second largest revenue source at $13.9 million 
for 2010/11 and comprises 23% of total 
General Fund revenues. Sales tax has grown 
substantially over the past decade, but has 
declined significantly during the current 
economic recession.  The budget assumes 
sales tax revenue will increase 6% in 2010/11. 
This puts the projected amount at $2.2 million 
below the amount collected in 2006/07, which 
was high-water mark in terms of sales tax 
collection. Not surprisingly, new auto sales, 
along with building and construction related 
sales, lead the decline in sales tax revenue.  

Sales Tax by Source

Gen'l Retail, 
42%

Auto, 14%
Fuel, 11%

Restaurants, 
11%

Bldg.&Const., 
10%

Business, 
7%Food, 5%

 
Beginning in 2004/05, 25% of the cities’ sales tax revenue was diverted to the State to help pay off 
the State’s deficit financing bonds. The City receives a like amount of property tax from the County 
ERAF fund as reimbursement for the loss in sales tax revenue.  This swap, otherwise known as the 
“triple-flip,” will continue until the State deficit bonds are fully retired.   
 
Franchise Payments 
 
The City has awarded franchise agreements to private companies for the right to do business in the 
City using public rights-of-way. Franchise payments are estimated to generate $2.6 million in 
2010/11 or 4% of General Fund revenues. 
 

 Electric - PG&E pays 0.5% of gross receipts on utility income for use of public right-way for 
electric lines; $507,000 is projected for 2010/11. PG&E sets utility rates subject to State PUC 

approval. 
 Natural Gas - PG&E pays 1 % of 

gross receipts on utility income for 
use of public right-of-way for 
natural gas pipelines; $205,000 is 
projected for 2010/11. PG&E sets 
utility rates subject to State PUC 
approval. 

 Garbage - Vacaville Sanitary 
Service pays 5% of gross income 
on residential and commercial 

garbage pick-up accounts in Vacaville; $782,000 for 2010/11. The collection rates are reviewed 
biannually under the franchise agreement.  By ordinance, the City Council approves the rates 
for all refu

Franchise Revenue by Source

Cable TV
43%

Garbage
30%

PG&E
27%

se collection services. 
 Cable TV – The local cable provider pays a federally regulated 5% of gross receipts for 

installation of cable lines; $1.1 million projected for 2010/11. Rates are set by the company 
within FCC guidelines, which give only a limited oversight role to the City. 

 
Paramedic Tax 
 
The citizens of Vacaville initially approved this ad-valorem tax in 1976. The rate is $0.03 per $100 of 
assessed valuation on property within the City limits, and is collected by the County along with 
property taxes. The proceeds are used to pay for emergency medical and ambulance services. The 
paramedic tax is expected to yield $3.2 million in 2010/11 and comprises 5% of projected revenues. 
All proceeds are used to support  paramedic and ambulance services within the city and cover 
roughly 37% of the expected cost of providing essential EMS services. 
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Excise Taxes 
 
o Measure I -- This tax was approved by voters in 1989 to pay for construction of the Ulatis 

Cultural Center and provide an additional source of funding for services such as street 
maintenance, library services, cultural events and recreation activities. The excise tax rate is 
applied as follows: $4.83 per month for residential property – collected on the bi-monthly utility 
bill;  2% of hotel room rates – collected along with the City transient occupancy tax;  and varying 
amounts (per employee) for commercial establishments within the City limits – collected along 
with the annual business license. The Measure I tax revenue is projected to generate $2.3 
million in 2010/11, or about 4% of General Fund revenues.  This revenue source is required by 
ordinance to sunset upon retirement of the debt used to fund construction of the Ulatis Cultural 
Center, which is expected to occur in 2013. 

o Measure G -- This tax was approved by voters in 2005 to replace longstanding fees imposed 
upon the City’s water and sewer operations.  The tax is comprised of a 1% “property” tax on the 
assets of the utility funds and a 5% “franchise” tax on utility operating revenues.  The Measure 
G excise tax is expected to generate $4.5 million in 2010/11, or about 7% of General Fund 
revenues.  

 
 
Other General Fund Taxes 
 
The City receives revenue from three lesser taxes, which together comprise about  3% of General 
Fund revenues: 
 
o Transient Occupancy Tax-- Occupants of motel/hotel rooms pay 8% of rent for stays of 30 days 

or less. Revenue growth depends on the number of rooms, level of occupancy and average 
room rates. Revenue growth has been increasing over recent years due to the addition of 
several hotels along I-80. Growth in hotel room rates is expected to continue over the next year 
and revenues are estimated at just under $1 million during the budget period. 

o Real Property Transfer Tax - The sale/transfer of real property is subject to a tax of $0.55 per 
$500 of sales price less encumbrances. The City receives half of the tax and the County the 
other half. The transfer tax is expected to yield $450,000 during the budget period. This is a 
relatively small but volatile revenue source as it is directly related to real estate transactions. 

o Business License Tax - This is an annual tax on local businesses, based on a flat-fee schedule. 
BL revenues have dropped for several years, but seem to have stabilized and are expected to 
generate around $318,000 in 2009/10, and increase by 2% in FY10/11 to around $324,000.  
Vacaville’s business license tax is significantly lower than most California cities, generating only 
about one-third of the revenue for cities with similar sized budgets. 

 
 
INTERGOVERNMENTAL 
 
Intergovernmental revenues are funds received from 
State and federal sources, as well as other local agencies 
such as the County and school districts. The budget 
projection of $804,000 for 2010/11 comprises around 1% 
of General Fund revenues, and consists of the following 
principal sources: 
 

 Vehicle License Fee (VLF) – This revenue source 
represents the City’s allocated share of statewide 
vehicle registrations, apportioned throughout the County on a per capita basis (including the 
State prison population). Prior to the 2004/05 budget year, this was one of the largest sources of 
General Fund revenue for the cities in California. However, due to the state-local budget 

Subventions by Source

VLF, 47%

Homeow ner's 
Exemption, 

25%
Other, 28%
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compromise proposed by the Governor and approved by voters as Proposition 1A (see earlier 
property tax discussion) in 2004, vehicle license fees were significantly reduced.  The loss in 
revenue to cities was permanently backfilled with an additional allocation of property tax 
revenue.  The City’s share of VLF revenue is projected at around $393,000 for the budget 
period.  

 Homeowner's Exemption – The State Constitution requires reimbursement of local revenue 
losses from the $7,000 per home property tax exemption. The City expects to receive $215,000 
from this source during the budget period. Future growth is limited to increases in home 
ownership. 

 Other - The City receives various amounts of reimbursements from the local school districts to 
offset costs associated school crossing guards and on-campus police services, as well as from 
the State in the form of mandated cost reimbursements. The City also receives minor amounts 

f grant revenue into the General Fund from the State and/or federal sources. 

EPARTMENTAL FEES AND CHARGES 

he projection of $8.3 million for 
Y10/11 represents around 14% of overall General Fund revenues. 

rincipal sources of departmental fees and charges include: 

o
 
 

D
 
Due to limitations on the City's ability to raise general fees and taxes, fee for service revenues 
represent a growing component of overall General Fund revenues. T
F
 
P
 
 Recreation and Facility Fees: The City operates a variety of park, recreation and social service 

activities for youth, adults and seniors that are partially supported by user fees or rental 
charges. Overall, the Community Services Department recovers about 60% of its operating 
costs from user fees and Measure I support. Revenues are projected at $3.3 million for the 
budget period.  

 Emergency Medical Fees - These fees are 
charged for emergency medical services and are 
comprised primarily of charges for Basic Life 
Support (BLS) and Advanced Life Support (ALS) 
during ambulance transport. Because Vacaville 
residents pay the paramedic tax discussed 
previously, they are charged a lower rate for 
emergency medical services than non-residents.  
Transport fees are expected to generate $3.6 
million during  the budget period and will cover 

Fees & Charges

Rec Fees, 
40%

Other, 
20%

EMS, 40%

about 42% of the expected cost of providing EMS services. 
 Other Fees and Charges – Charges for other municipal services are expected to generate an 

additional $1.3 million per year of revenue for the General Fund; principal among these are fire 
inspection fees ($265,000), police charges and fees ($184,000), and finance administration fees 
($213,000).   

THER REVENUES 

.1 
cellaneous revenues 

nd reimbursements from other funds for General Fund support services.  

PERATING TRANSFERS 

ral Fund receives money from a number of other City funds to offset the cost of providing 
ervices: 

 

 
O
 
All other General Fund revenue sources are expected to yield $1.9 million during the budget period, 
and account for 5% of revenues. Included in this amount are investment earnings projected at $1
million.  Also included are wireless site lease revenue, along with other mis
a
 
O
 
The Gene
s
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□ Public Safety Districts -  The City has established a number of Public Safety Districts which 
were formed pursuant to the Mello-Roos Community Facilities Act of 1982.  The districts are 
overlaid on new residential development projects to help offset the cost of providing police, fire 
and emergency medical services.  The special tax amounts range from around $970 to $1,570 
per year per residential property, depending upon whether the residential unit is part of an infill 
development or major new subdivision.  The source is expected to generate $1.5 million in 
2010/11. 

□ Traffic Safety Fines -  Fines for moving traffic violations within the City are collected by the 
courts, remitted to the City and are deposited into a special revenue fund pursuant to State law.  
These funds are then transferred to the General Fund to support traffic enforcement activities 
carried out by the Police Department.  The City expects to receive around $360,000 in 2010/11. 

□ Redevelopment Agency -  The Redevelopment Agency transfers money to the General Fund to 
offset the cost of public safety and maintenance services provided in conjunction with 
Creekwalk downtown promotion.  The transfer for 2010/11 is projected to be $200,000. 
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CITIZENS OF
VACAVILLE

CITY
COUNCIL

CITY
CLERK

CITY
TREASURER

CITY MANAGER’S OFFICE
9 FT POSITIONS

CITY ATTORNEY’S OFFICE
4 FT POSITIONS

COMMUNITY 
SERVICES

16 FT POSITIONS

PUBLIC WORKS
98 FT POSITIONS

HUMAN 
RESOURCES

9 FT POSITIONS

FIRE
75 FT POSITIONS

COMMUNITY 
DEVELOPMENT

14 FT POSITIONS

HOUSING & 
REDEVELOPMENT
37 FT POSITIONS

POLICE
161 FT POSITIONS

FINANCE/
INFORMATION 
TECHNOLOGY

30 FT POSITION

UTILITIES
76 FT POSITIONS

COMMISSIONS
(APPOINTED)

PLANNING
HOUSING & REDEVELOPMENT
COMMISSION ON AGING
COMMUNITY SERVICES

Total Full Time Positions 529
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