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August 1, 2013

Honorable Mayor and City Council
Sacramento, California

Dear Mayor and Members of City Council:

| respectfully submit the Fiscal Year (FY) 2013/14 Approved Budget for the City of Sacramento. The
total budget for FY2013/14 is $839 million. This includes $369 million for General Fund operations,
$429 million for Enterprise and other fund operations, and $41 million for capital improvement
projects. The Approved Budget is balanced and does not include use of the General Fund Economic
Uncertainty Reserve (EUR). The current balance in the EUR is $24.4 million, approximately 6.5% of
estimated FY2013/14 General Fund revenues; the Council’s goal is 10%.

The Approved General Fund Budget is balanced; addressing an $8.9 million General Fund budget gap
with a combination of workforce reductions and the utilization of Measure U resources to retain grant-
funded police officer and firefighter positions that would have to be eliminated as grant funding
expires. Measure U also provided capacity to restore programs and services in key priority areas
including fire suppression, police field operations, park maintenance, and recreation programs,
including aquatics. Restorations include 32.0 positions in the Fire Department, 126.0 positions in the
Police Department, 72.95 positions in the Parks and Recreation Department as well an additional
$506,000 to the Sacramento Public Library Authority. A detailed funding summary for Council
approved FY2013/14 Measure U expenditures is included in the Overview Section of the Approved
Budget.

While this year’s budget provided for the restoration of some of the dramatic reductions experienced
over the past several years, we must continue to balance the needs of our community against our
ability to pay for programs and services. Even though economic recovery and growth is anticipated,
trending data used to develop the General Fund five-year forecast indicate that economic growth in
the Sacramento region will continue to be slow and will generally lag behind national trends and other
areas of California. As such, General Fund sustainability will continue to be a long-term challenge for
the City.

The structural issue that remains is simple: expenditures, attributable mostly to employee
compensation and benefit costs, are growing faster than revenues. Changes approved by the California
Public Employees’ Retirement System (CalPERS) Board in April 2013, will result in substantially higher
contribution costs for the City beginning in FY2015/16 and will present a challenge to balance the
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budget on an on-going basis. Unfortunately, additional changes are currently being considered by
CalPERS that if approved will further increase City costs for pension benefits. Staff will continue to
update the forecast as additional actions are taken by the CalPERS Board of Directors and will return to
Council with strategies to address budget sustainability.

Finally, | would like to thank the Council and all of those responsible for the successful adoption of this
year’s budget.

Respectfully submitted,

A

JOHN F. SHIREY
City Manager
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