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Analysis

Background

As required by state law, each year the Commission conducts two noticed public
hearings on its upcoming year’s budget. The first is the April 1, 2026 hearing on the
preliminary budget and the second is the June 3, 2026 hearing on the FY 2026-27 Final
Budget.

The Commission’s expenditures consist of Salaries and Benefits and Services and
Supplies. Revenue consists primarily of apportionments from the funding agencies:
County, cities, and independent special districts. Other sources of revenue are the
interest from invested funds and fees for services. The service fees are reflected at the
end of the year in the Commission’s actual revenue accounts but are not forecasted in
the proposed budget.

The Fiscal Committee reviewed the proposed budget at its meeting on March 4th and
recommended that the Commission consider a 10% increase in apportionments for the
next fiscal year. The Committee expressed its concern that, upon review of the current
salaries of EOs throughout the Bay Area, there may need to be increase the salary
and/or benefits for the new Executive Officer (“EQ”). The Committee asked staff to
provide to the Commission an update on the EO salary survey being prepared by the
County Human Resources Department.

Budget Summary

Salaries and Benefits

Staff is proposing that the budget includes four positions totaling 3.7 FTEs. These
positions are 1.0 FTE Executive Officer, 1.0 FTE Senior Analyst, 1.0 FTE Commission
Clerk and 0.7 FTE Junior Analyst (vacant). Staff proposes that the budget maintain the
allocation for the Junior Analyst position at 0.7 FTE to allow adjustment of staffing as
necessary.

The proposed FY 2026-27 expenditure on Salaries and Benefits reflects a 10% increase
over last year. This is due mostly to the one-time payoff, at retirement, of the EO’s
accrued vacation hours and charges for retirement costs of converted sick leave hours.
Upon retirement, the County will convert 100% of any accrued sick leave to credited
service hours for retirement purposes. The Commission is responsible for the retirement
costs of those converted hours. Staff has estimated the EO’s accrued hours for
budgetary purposes; however, the actual amounts will be determined at the time of the
EO’s retirement.

As part of the recruitment process, the County Human Resources Department is
conducting a salary survey of executive officers in similar LAFCOs in the Bay Area. This
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survey has not been completed at this time, but staff hopes to have information on the
survey results for the June 2, 2026, hearing on the final budget.

For purposes of discussion, staff has provided, in the table below, salaries for the
executive officers of ten Bay Area LAFCOs for FY 2025-26. Staff does not believe that
the amounts include other income or benefits provided to executive officers such as
employment longevity payments and phone and car allowances. The Sonoma LAFCO
EO receives a $5590 annual car allowance.

The table also lists the Bay Area LAFCOs’ FY 2025-26 annual budgets and the total
number of employees.

County Total Budget Top Salary Total No. Staff
Marin S 704,953 S 190,327 3
Santa Cruz S 791,500 S 190,000 2
Napa $ 859,655 $ 194,527 3
Alameda S 910,855 S 186,000 2
San Mateo S 923,821 S 224,099 2.5
Contra Costa S 1,047,614 S 196,044 2
Sacramento S 1,175,357 S 210,814 3
Sonoma S 1,184,294 S 196,144 3.7
Santa Clara S 1,464,666 S 203,131 4
Solano S 1,571,165 S 208,000 6
Average S 1,063,388 S 199,909 3.1

Staff cannot provide detailed cost breakdowns of the EO position at various salary levels
as many of the benefit costs, such as healthcare and retirement, are going to be different
for different employees. Based on current staffing, staff estimates the cost of benefits to
be approximately 60% of the salary. For instance, a $10,000 increase in salary would
incur $6,000 in benefits costs. Staff has included a $10,000 increase in the EO salary
with a $6000 increase in benefit costs in the proposed budget.

Services and Supplies

The proposed FY 2026-27 expenditure for Services and Supplies reflects a small
increase over last year due primarily to the reduction in outside auditing service charges
(Account 51206). The biennial audit for fiscal years ending 2022 and 2023 is currently
being conducted and staff anticipates it will be completed and expanded in the current
fiscal year. The next audit of fiscal years ending 2024 and 2025 will be conducted in FY
2027-2028.

Other accounts with changes are as follows:

Computer Equipment Replacement (Account 51907) - Each year, funds are budgeted for
by the Commission and collected by the Information Services Department ("ISD”) for the
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purchase of new computer equipment (Account 57015). The equipment is replaced on a
five-year cycle. The funds are held in the Computer Replacement fund managed by ISD
until the equipment is purchased and installed. The actual cost is included in that year’s
budget, and the expense is offset by a credit from the Computer Replacement Fund
(Account 47103).

County Services (Account 51916) - Sonoma LAFCO contracts with County to provide
professional and support staff, office space, equipment, and supplies, and with County
Counsel to provide legal services. Most of the expenditures for these services are
captured In the budget as an individual line item. Any County services charges that are
not captured in a line item are billed to the account titled County Services. The increase
in the budgeted amount reflects an increase in, or addition of, costs from the various
departments including Human Resources, Risk Management, and Auditor. Staff has
asked the Auditor to review some of these charges and staff will adjust the budgeted
amount if appropriate.

County Cost Plan Services (Account 51924) - Each year the County Auditor prepares a
Cost Plan that allocates previously unbilled service costs for the various services
provided to departments and agencies receiving those services. These departments
include Auditor, Benefits Administration, Treasurer, County Counsel, Information
Services, and Human Resources Services. These costs change each year as the overall
cost of County services changes.

Travel and Private Car Expenses (Account 51602) - Staff has not budgeted for expenses
to attend the CALAFCO Staff or Annual Conference. In the event staff or commissioners
do attend the conferences, travel expenses will be covered by funds from the fund
balance.

Revenues

Upon recommendation of the Fiscal Committee, staff has prepared a preliminary budget
reflecting a 10% increase in apportionments to the funding agencies. The Committee
expressed concerns that the recruitment of a new EO may necessitate an increase in the
current salary and benefits and wanted to ensure that these costs are addressed by a
sufficient increase in apportionments.

With the 10% increase in apportionments, at full staffing and the EO salary estimated at
$206,000, the proposed total expenditure of $1,282,971 will necessitate the use of
approximately $258,672 of the Fund Balance. Any unbudgeted costs resulting from the
employment of the new EO may be offset by the reduction in salaries and benefits for the
vacant position should it not be filled during the upcoming fiscal year. The budget
amount for the vacant position is approximately $175,000.

Staff continues to advise the Commission that while it has a “healthy” fund balance, due
in large part to the decreased cost of Salaries and Benefits from the vacant position, the

Iltem No. 4.2 Staff Report Page 4 April 1, 2026



discrepancy between the total expenditures and total revenues will continue to grow
unless agency apportionments are increased accordingly.

Fund Balance

While staff does not yet have firm amounts for the FY 2025-26 actual costs, staff projects
that expenditures will come in below the adopted budget. It is anticipated that the
decreased cost of salaries and benefits due to the unfilled position, higher interest on
pooled cash and fees collected for proposals and projects will be sufficient to cover the
expenditures thereby not requiring use of the fund balance.

In December 2022, the Commission adopted a Fiscal Reserve Policy that states in part:
The Commission will retain reserve funds of approximately 50% of the annual budget for
employee severance payments, liability insurance deductibles and unforeseen operating
costs including legal proceedings or adjustment of apportionments.

Therefore, of the aproximately $854,000 remaining in the fund balance at the close of the
fiscal year, approximately $427,000 is to be held in reserve with the remaining funds to
cover the difference between the proposed revenues and expenditures in the 2026-27
Budget as well as any expenses incurred above those amounts currently budgeted.

Fiscal Year 2026-27 Preliminary Proposed Budget

Staff has prepared, for the Commission’s review and consideration, a proposed budget
showing a 10% increase in the apportionments (Attachment 1) and a draft resolution
(Attachment 2).

Recommendation

Staff recommends that the Commission review the proposed Fiscal Year 2025-26
budget as prepared by staff, make any desired changes, adopt the draft resolution and
direct staff to distribute the proposed budget to the funding agencies for review and
comment.

Attachments

1. Fiscal Year 2026-27 Preliminary Proposed Budget
2. Draft Resolution
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