
CIT Y OF PALO ALTO   f iscal year 2019 

125 Years of  Creating Community

Budget in Brief



OUR MISSION

OUR ValUeS
Quality: Superior delivery of services 

Courtesy: Providing service with respect and concern 

Efficiency: Productive, effective use of resources 

Integrity: Straight-forward, honest and fair relations 

Innovation: excellence in creative thought and implementation

The government of the City of Palo alto exists to promote and 

sustain a superior quality of life in Palo alto. In partnership with 

our community, our goal is to deliver cost-effective services in a 

personal, responsive, and innovative manner. 

Our Community



 city of Palo alto fiscal year 2019 BUDGet iN Brief                                                      1

Dear Palo altans,

In June 2018, the City Council adopted the Budget for Fiscal Year (FY) 2019 (July 1, 2018 through June 
30, 2019) in the amount of $711.2 million that includes ongoing funding for the City’s public safety, library, 
parks and recreation, utility, and internal support department functions as well as improvements to our 
roads, facilities, and utility infrastructure. Despite the growing economy and increased tax revenues, the City 
continues to prioritize long-term fiscal viability, while prudently enhancing service levels.

During the hearings to adopt the FY 2019 Operating Budget the Finance Committee recommended, and the 
City Council approved, direction that the City should identify another $4.0 million in the General Fund with 
the intent of prefunding the City’s long-term pension obligations beyond the required levels. The identification 
of this funding and the implications were discussed with the Finance Committee in Fall 2018. The $4.0 
million is budgeted as a negative reserve in the non-departmental section of the FY 2019 Operating Budget 
and credited in the Budget Stabilization Reserve (BSR), which continues to remain above the City Council 
approved target level of 18.5 percent.

In June 2014, the City Council approved a $126.0 million Infrastructure Plan (IP) consisting of nine projects of 
the highest priority within the Capital Improvement Fund. all nine projects are scheduled to be completed 
within the 2019-2023 Capital Improvement Program (CIP) and include funding for a new public safety 
building, two new parking garages, rehabilitation of two existing fire stations, and the implementation of a 
bicycle and pedestrian plan, among other projects. FY 2019 is anticipated to be an important year for the 
IP as six of the projects are expected to be awarded or completed. In addition, the City will continue the 
rehabilitation of streets and sidewalks and make improvements to the existing utility infrastructure. 

The City’s enterprise and Other Funds remain healthy and continue to maintain and invest in the City’s many 
service areas including Utilities, the airport, and parking initiatives. The City’s Utilities Department continues 
to provide excellent services at competitive rates, delivering electricity, gas, and water to the community. 
The City’s Public Works Department provides garbage and recycling collection services and wastewater 
treatment to the City and neighboring jurisdictions. Moderate rate adjustments are included in this budget, 
increasing the median monthly residential bill for all utility services by approximately $11. The airport Fund 
continues to see investment in capital improvements through grant funding awarded by the Federal aviation 
administration. additionally, additional attention to parking operations is anticipated in FY 2019. a main focus 
will be scaling the parking programs with much needed tools such as a comprehensive permit system.

This Budget-in-Brief document is intended to provide you with an overview of the City’s approach to balancing 
the budget; the major sources of funding, which pay for the services the City provides and the infrastructure the 
City maintains and rebuilds; and identifies major changes included in the FY 2019 budget. For a more detailed 
description of major funding changes, I invite you to read the transmittal letter of the FY 2019 Operating and 
Capital Budgets by visiting the City of Palo alto website at www.cityofpaloalto.org/budget. For comments 
regarding the budget or this document, please send an email to budget@cityofpaloalto.org.

Respectfully, 

James Keene

Introduction
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Citywide FY 2019 adopted 
Budget by Fund Type

The FY 2019 budget development was guided by the City Council’s 2018 Top Four Priorities, the City’s 
long-range financial sustainability, legal mandates, and City Manager service level prioritization. The City 
Council 2018 Top Four Priorities are:

> Transportation

> Housing

> Budget and Finance 
• focus on funding our infrastructure plan and pensions

> Grade Separation 
• choose preferred alternative by end of year

25%

19%4%

General fund

other funds
capital 

improvements

52%
enterprise 

funds

FOR MORE INFORMATION ABOUT THIS PROJECT , AND TO CATCH UP ON 
THE F IRST MEET ING ,

V IS IT : WWW.PAUSD .ORG/CUBBERLEYCODES IGN

WE WOULD APPRECIATE YOUR RSVP!

COMMUNITY
MEETING 2

THE PALO ALTO UNIFIED SCHOOL DISTRICT AND THE CITY OF
PALO ALTO ARE JOINTLY INVITING YOU TO PARTICIPATE IN THE 

CUBBERLEY CO-DESIGN PROCESS. THIS IS AN OPPORTUNITY FOR
THE PALO ALTO COMMUNITY TO ENVISION A NEW FUTURE FOR 

THIS VALUABLE COMMUNITY ASSET.

Citywide Budget
The FY 2019 Citywide expenditure budget 
amounts to $711.2 million. The majority of the 
expenditures support the Citywide utilities funded 
by the City’s enterprise Funds, which bring water, 
gas, and electricity to residents and businesses 
and collect and/or treat refuse and wastewater. 
enterprise Funds also support the operation and 
maintenance of the Palo alto airport and the City’s 
fiber optic network. The second largest source of 
expenditures is the General Fund, which primarily 
funds police, fire, library, planning, transportation, 
parks and recreation services as well as internal 
support, management, and administration. In FY 
2019, Capital Improvement Funds will be used to 
rehabilitate our roads and sidewalks, enhance and 
replace aging utility infrastructure, and implement 
the City Council-approved Infrastructure Plan. 
Other funds include Debt Service Funds, Internal 
Service Funds such as the Vehicle Replacement and 
Maintenance Fund, and Special Revenue Funds such 
as development impact fee funds, parking funds, 
and housing funds.

Budget Development
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General Fund Budget
•	 For FY 2019, the General Fund budget amounts to $210.7 million. The General 

Fund pays for various City services such as police, fire, libraries, parks and recreation, and 
internal support functions such as finance, human resources, and legal services. as depicted on 
the following page, the majority of revenues for the General Fund are from taxes and charges 
for services.

Major Changes to the Budget
The City structurally balanced the FY 2019 Operating Budget while investing in areas of critical 
importance to the City.  Budget Highlights include:

•	 Cost Containment. No outright new positions were added in the budget; instead 6.6 full-time 
positions were eliminated throughout the organization to contain costs while maintaining high 
quality customer service and efficient operations. General Fund full-time positions are now 10% 
below the levels seen in FY 2008 and FY 2009.

•	 Continued investments towards parking and transportation initiatives. The 
FY 2019 Budget includes ongoing funding of $480,000 for the Transportation Management 
association and focuses resources on procuring a new comprehensive parking permit system. In 
the capital fund, incremental funding for grade separation initiatives are also included.

•	 Proactively pre-funding the City’s long-term pension obligations. In recognition 
of the growing costs associated with maintaining the City’s pension benefits, the FY 2019 
adopted Operating Budget includes an additional $2.0 million in contributions to the City’s 
irrevocable IRS Section 115 Pension Trust Fund (PaRS). This brings the total contributions to the 
PaRS Trust Fund to $7.6 million across all funds, with $4.6 million of that from the General Fund, 
since it was established in FY 2017.

FOR MORE INFORMATION ABOUT THIS PROJECT , AND TO CATCH UP ON 
THE F IRST MEET ING ,

V IS IT : WWW.PAUSD .ORG/CUBBERLEYCODES IGN

WE WOULD APPRECIATE YOUR RSVP!

COMMUNITY 
MEETING 2

THE PALO ALTO UNIFIED SCHOOL DISTRICT AND THE CITY OF 
PALO ALTO ARE JOINTLY INVITING YOU TO PARTICIPATE IN THE 

CUBBERLEY CO-DESIGN PROCESS. THIS IS AN OPPORTUNITY FOR 
THE PALO ALTO COMMUNITY TO ENVISION A NEW FUTURE FOR 

THIS VALUABLE COMMUNITY ASSET. Budget Highlights



all numbers indicated above are in $ millions.

$31.3

$45.3

$25.1

$7.4

$5.2

$19.3

WHERE DO YOUR TAX DOLLARS AND FEE PAYMENTS GO? The City’s General 
Fund revenue portfolio is quite diversified. about 58% of all annual revenues are from taxes such as Property 

Tax, Sales Tax, and Transient Occupancy Tax. The remaining revenue sources include fees and charges 
from residents and businesses, charges to    other funds for services provided, and rental income.

$15.8

$10.0

General Fund Revenues

$28.0

$2.0

Property Tax

Documentary 
Transfer Tax

Miscellaneous 
Revenues

Sales Tax

Transient 
Occupancy Tax

Charges for Services

Utility Users Tax

Equity Transfer

Rental Income

For every $1,000 in property 
taxes paid by residents and 

businesses, the City receives 
$94. The majority of property 

taxes support the local schools. 

This tax is applied when a 
property is sold. 

Includes investment earnings, 
grants, and contribution from the 

Budget Stabilization Reserve.

For every $100 in purchases, residents, 
businesses, and visitors pay $9 in sales 
tax. Of this amount the City receives 
approximately $1. The majority of the 
$9 in sales tax benefits the State. 

Visitors staying at our local hotels pay a 
14% tax applied to the room rate*.
*Subsequent to the adoption of the FY 2019 
Budget, a ballot measure was approved to 
increase the City’s Transient Occupancy Tax by 
1.5 percentage points to 15.5%.

Services include fire services provided 
to Stanford, paramedic services, golf-
related fees, arts and science classes, 
and plan check fees. 

Residents and businesses pay a Utility 
Users Tax of 5% for electricity, gas, 
water, and 4.75% for telephone services. 

annual payments from the electric 
and Gas Fund for the General Fund’s 
initial investment in the utilities. 

Other Taxes 
& Fines

Services Provided 
to Other Funds

Permits & Licenses

$16.1

$9.0

TOTAL   $214.5
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Services & 
Programs that 
Make Palo Alto 
Unique

COMMUNITY SERvICES      
& PROGRAMS = $40.7 

Citywide Internal 
Support Departments

Five Library Branches 9.7

Parks, Fields, Open Space, 
and CSD services

11.2

Recreation programs 6.7

Arts & Science programs 6.4

Municipal Golf Course 3

Support for Non-Profits 1.5

Animal Services  1.9

Project Safety Net 0.3

Safety and 
Infrastructure 
Maintenance

Community 
Investments

15%

20%

35%

eXPeNSe
eXPeNSe

DEvELOPMENT & 
INFRASTRUCTURE = $32.4
Building, Plan Check, and Permit 
Issuance  

12.6

Planning and Transportation 8.9

Streets, Sidewalks, and Trees 8.0

Public Works and Engineering 2.9

eXPeNSe

PUBLIC SAFETY = $74.0

Police 40.4

Fire and Emergency Services 33.6

eXPeNSe

CITYWIDE INTERNAL SUPPORT 
& ADMINISTRATION = $63.5
Facility Repair and Maintenance  7.6

Council Appointed Officials and City Council 10.8

Finance  8.0

Human Resources  3.7

Non-Departmental*  33.4

all numbers indicated below are in $ millions.

all numbers indicated above are in $ millions.

30%

General Fund Expenses

FOR MORE INFORMATION ABOUT THIS PROJECT , AND TO CATCH UP ON 
THE F IRST MEET ING ,

V IS IT : WWW.PAUSD .ORG/CUBBERLEYCODES IGN

WE WOULD APPRECIATE YOUR RSVP!

COMMUNITY 
MEETING 2

THE PALO ALTO UNIFIED SCHOOL DISTRICT AND THE CITY OF 
PALO ALTO ARE JOINTLY INVITING YOU TO PARTICIPATE IN THE 

CUBBERLEY CO-DESIGN PROCESS. THIS IS AN OPPORTUNITY FOR 
THE PALO ALTO COMMUNITY TO ENVISION A NEW FUTURE FOR 

THIS VALUABLE COMMUNITY ASSET. 

$210.7 million

*Includes expenses such as transfers to Capital funds, contingency accounts 
for various appointees, Cubberley Community Center, and streetlights.
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enterprise Funds Budget

FALL: 
> In preparation for the next

year’s budget, the City 
calculates the cost for 
delivering the same services 
currently provided to the 
community with updated 
contractually obligated cost 
changes.

> The City publishes the 10-year
General Fund long Range 
Financial Forecast, which 
projects the revenues and 
expenditures based on available 
information. The Forecast is 
discussed with the Finance 
Committee and the City Council 
during public meetings.

WINTER: 
> Departments submit budget

change requests to reduce or 
augment budgets for existing 
services including targeted 
outcomes and performance 
measures associated with 
these requests.

> Internal budget hearings are
held with the City Manager to 
discuss department budget 
requests.

SPRING:
> The City Manager releases

and presents the proposed 
operating and capital budgets 
to the City Council. 

> The Finance Committee
conducts a series of public 
hearings and recommends 
the proposed budget with or 
without amendments to the 
City Council.

> The Public provides input
to the budget as part of the 
Finance Committee hearings 
and City Council deliberations.

SUMMER:
> Final adoption by the City

Council occurs at a public 
hearing in June. 

> The City publishes the
adopted Budget documents 
and Municipal Fee Schedule.

Annual Budget Process and Community Engagement

The City of Palo alto delivers electricity, gas, and water to its residents and customers, collects and treats 
wastewater, collects and properly disposes garbage and recyclable materials, and maintains the City’s storm 
drain system. Throughout the year the utility customers pay for these services. In FY 2019, to provide these 
services, it is estimated the City will receive approximately $337.7 million in revenue and use $38.2 million of 
reserves. The majority of these revenues will be used to purchase commodities from third party providers such 
as electricity, gas, and water, maintain the capital infrastructure, and administer the utilities. The total budgeted 
expenditure of the Utility Funds to provide and maintain these services is $375.9 million.

The FY 2019 budget includes utility rate adjustments for electric, gas, storm drainage, and water charges. The 
median monthly residential utility bill is expected to increase by 3.9 percent or $11.02 from $282.48 to $293.50. 

REFUSE

WASTEWATER

STORM DRAIN

ELECTRICITY

GAS

WATER

$59.4

$9.4

$43.6

$29.7

$174.8

$59.0

all numbers indicated above are in $ millions.

 FY 2019 Enterprise Fund Budget by Service
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Capital Budget
The combined FY 2019 adopted Capital Budget, which includes the Capital Improvement Funds, 
enterprise Funds, and Internal Service Funds, is $221.2 million, an increase of $48.3 million, or 27.9%, 
compared to the FY 2018 adopted Capital Budget of $172.9 million. This increase is due to the investments 
made in CIP as a result of construction on major projects, mainly Infrastructure Plan projects, beginning in 
FY 2019. The overall 2019-2023 Capital Improvement Program (CIP) is $747.0 million, an increase of $143.5 
million, or 23.8%, compared to the 2018-2022 CIP of $603.5 million.

Capital improvement projects that are not funded by the enterprise/Internal Services Funds are supported 
by the General Fund as well as through grants and reimbursements from other agencies. For the entire 
Capital Improvement Fund, 89 projects are programmed over the 2019-2023 CIP with a cumulative total 
cost of $331.8 million. Of this amount, $133.2 million is approved for FY 2019, which includes $25.2 million 
for the continuation of projects approved by the City Council in prior fiscal years. The budget for the Capital 
Improvement Fund is divided into four categories: Buildings and Facilities, Parks and Open Space, Streets 
and Sidewalks, and Traffic and Transportation. Projects include street maintenance, traffic signal and sidewalk 
modifications, park renovations, and improvements to libraries, community centers, and public safety facilities.

The Infrastructure Plan (IP) consisting of nine top priority capital projects was approved by the City Council 
in June 2014 and is accounted for in the Capital Improvement Fund. New cost estimates on some of the 
nine projects have increased the total cost of the IP to approximately $249.9 million, with $198.4 million 
programmed over the 2019-2023 CIP. The IP includes funding for a new public safety building ($92.2 million), 
two parking garages ($71.0 million), a bicycle and pedestrian transportation plan ($20.8 million), rehabilitation 
of two fire stations ($18.1 million), Charleston/arastradero corridor improvements ($19.6 million), Byxbee Park 
completion ($3.6 million), and gap funding for the Highway 101 pedestrian bridge ($18.5 million).

New California Avenue Area Parking 
Garage: $44,903,537

New Downtown Parking Garage: 
$26,075,000

Airport Apron Reconstruction: 
$10,768,663

Plant Repair, Retrofit, and Equipment 
Replacement: $3,910,232

Undergrounding Projects: $2,765,000

Loma Verde Avenue Trunk Line 
Improvements: $2,430,913

Gas Main Replacements: $1,350,000

Replacement of Fire Station 3: $430,000

Charleston/Arastradero Corridor 
Improvements: $400,000

New Public Safety Building: $100,000

Major Project Costs in FY 2019

streets and 
sidewalks

traffic and 
transportation

salaries and 
Benefits

(unallocated)
Parks and open spaces

Buildings and facilities

FY 2019 Capital Improvement 
Fund $133.2 million

62.8%

9.9%

3.3%

23.7%

0.3%
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PARkS, RECREATION, & 
COMMUNITY CENTERS:

Number of Police Calls for Service: 53,901

Number of Fire/Ambulance Calls for Service: 9,056

Police vehicles: 25

Police Motorcycles: 4

Canine Units: 1

Fire Engines: 9

Fire Trucks: 2

Ambulances: 6

Streets: 471 miles

Water Mains: 236 miles

Water Delivered to Customers: 9.6 million gallons per day

Wastewater Mains: 217 miles

Wastewater Treated: 2.8 billion gallons

Gas Mains: 209 miles

Overhead Electrical Lines: 117 miles

Underground Electrical Lines: 187 miles

Fiber Optic Backbone: 42 miles

LIBRARIES:
Library Facilities: 5

Items Checked Out: 1.5 million

Books: 249,735

eBooks and eMusic: 92,117

Audio visual Material: 49,350

PUBLIC SAFETY:

INFRASTRUCTURE 
AND UTILITIES:

Parks, Preserves, and Open Space: 4,385 acres

Parks: 36

Playgrounds: 29

Community and Youth Centers: 5

Gymnasiums and Fitness Rooms: 6

Walking/Biking Trails: 41.2 miles

INCORPORATION:  
april 23, 1894

GOVERNMENT:  
Charter City operating under the City Council – 
City Manager form of government

POPULATION:  
approx. 66,000

AREA:  
25.85 square miles

CREDIT RATING:  
aaa, highest possible credit rating

•	Stanford Healthcare
•	lucile Packard 

Children’s Hospital
•	Stanford University
•	Veteran’s affairs 

Palo alto Healthcare 
System

•	VMware, Inc.
•	SaP
•	Space Systems/loral
•	Hewlett-Packard 

Company

•	Palo alto Medical 
Foundation

•	Varian Medical 
Systems

•	Palo alto Unified 
School District

•	IDeO
•	Tesla
•	Flipboard
•	Palantir
•	Houzz

PRINCIPAL EMPLOYERS:

Palo Alto at a Glance
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Americans With Disabilities Act Statement

In compliance with americans with 

Disabilities act (aDa) of 1990, this 

document may be provided in other 

accessible formats.

For Information Contact:

aDa Coordinator, City of Palo alto 

250 Hamilton avenue, Palo alto, Ca 94301 

(650) 329-2496

City Hall 

250 Hamilton avenue,  

Palo alto, Ca 94301

General City Information 

(650) 329-2100

visit our website at:  

www.CityofPaloAlto.org

Contact the City Council 

CityCouncil@CityofPaloalto.org

CityMgr@CityofPaloalto.org

CITY COUNCIl

Streets: 471 miles

Water Mains: 236 miles

Water Delivered to Customers: 9.6 million gallons per day

Wastewater Mains: 217 miles

Wastewater Treated: 2.8 billion gallons

Gas Mains: 209 miles

Overhead Electrical Lines: 117 miles

Underground Electrical Lines: 187 miles

Fiber Optic Backbone: 42 miles

Liz Kniss, Mayor 

Eric Filseth, Vice Mayor

Tom DuBois, Council Member 

Adrian Fine, Council Member 

Karen Holman, Council Member

Lydia Kou, Council Member 

Gregory Scharff, Council Member 

Greg Tanaka, Council Member 

Cory Wolbach, Council Member

James Keene, City Manager 

Edward Shikada, assistant City Manager



City of Palo Alto  250 Hamilton Avenue, Palo Alto, CA 94301  P 650.329.2100  W cityofpaloalto.org

Spanish explorers named the area for the tall, twin-trunked redwood tree they 

camped beneath in 1769. Palo Alto incorporated in 1894 and the State of 

California granted its first charter in 1909. The City has long been known for 

its innovative people and its exploration of ideas that have changed the world. 

In Palo Alto, our history has always been about the future.

Palo Alto




