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SECTION -1
Budget Message




City of

SACRAMENTO

Honorable Mayor and City Council
Sacramento, California

Dear Mayor and Members of City Council:

Office of the City Manager
Jobn E. Shirey City Hall
City Manager 915 I Street, Fifth Floor
Sacramento, CA 95814-2604
916-808-5704
July 1, 2014

| respectfully submit to you the Fiscal Year (FY) 2014/15 Approved Budget for the City of Sacramento.
The total budget for FY2014/15 is $873 million, including $378 million for General Fund operations,
$451 million for Enterprise and other fund operations, and $44 million for capital improvement projects.
The Approved Budget is balanced and includes a modest transfer of $400,000 to the Economic
Uncertainty Reserve (EUR) bringing the reserve to 7.5%. This increase is consistent with the Council’s
goal of achieving an EUR of 10% of General Fund revenues.

Based on current trends, the City is on a path to recovery from the worst recession in recent history. As
such, the budget as approved is the first budget since 2008 that did not necessitate reductions in
services, programs or employees. Additionally, | am pleased to report that this budget includes the
allocation of resources for several priority initiatives that will provide or enhance services and programs
for the residents of Sacramento. The initiatives included in the budget:

Provided necessary staff to enhance the City’s Justice for Neighbors program

Provided funding and added a staff position in the City Manager’s Office to assist with
the City’s efforts on homelessness

Addressed food, medical supplies and veterinarian service needs at the animal shelter
Implemented the City’s Digital Strategy, which will support citywide technology efforts
critical to program and service delivery

Reinstated $431,500 previously approved as one-time funding as ongoing funding for
community support for the Mayor and City Council and provide funding for the Mayor’s
increased travel requirements associated with his presidency of the U.S. Conference of
Mayors and National Conference of Black Mayors

Increased staffing to address critical needs in the Community Development, Finance,
Fire, and Utilities departments

Continued the City’s efforts to encourage employees to take advantage of the savings
associated with Account Based Health Plans

Addressed movement within salary ranges for employees not in traditional step
increase positions consistent with adopted labor agreements

Restored daily operations at the Historic City Cemetery

Increased the City Auditor’s budget for additional contract audit services

Expanded Measure U programs and staffing including the restoration of Oki and
Mangan pools to full-time operations, and increased participation in the Summer at City
Hall Program to 100 participants for 2015
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o Ensured that the City’s Life Jacket program would be maintained throughout the
summer

We continue to be thankful to the citizens of Sacramento for Measure U funds which provide significant
resources allowing the City to begin rebuilding its police force, eliminate all fire company “brown outs,”
restore City pools, reopen community centers, and restore senior and youth programs. However, it
remains critical that we continue to recognize and plan for the reality that ongoing reliance on these
temporary resources will create an enormous burden when the tax expires in 2019 should General
Fund revenues fail to grow beyond forecasted expenditures. Consistent with Council’'s adopted
principles for the use of these resources, the Approved Budget continues funding for priority programs
and services previously approved by Council, including the addition of 14.0 sworn staff in the Police
Department. It also reserves dollars in early years to help fund the transition of programs and services
to the General Fund when this tax expires. A detailed summary of Measure U expenditures is included
in the Overview Section of the Approved Budget.

While there are positive indications of economic recovery, the City continues to be challenged to
address the nearly $1.2 billion in unfunded liabilities outlined by the City Treasurer in January 2014. As
labor costs are the City’s single largest expense, it is not surprising that the unfunded liabilities
associated with pensions and retiree medical costs are almost $1.0 billion. As the economy improves, it
is imperative that the City begin to address these liabilities in an effort to limit what will be passed on to
the next generation. For the first time, the Approved Budget includes $1.0 million to address the liability
associated with retiree medical costs or other post-employment benefits (OPEB). This funding will be
transferred to the City’s OPEB Trust, which was established in 2013.

Further, while revenues are projected to exceed expenditures in FY2014/15 and FY2015/16, the
changes recently approved by the California Public Employees’ Retirement System (PERS) relative to
actuarial assumptions and methodologies will result in increased costs for PERS member agencies. As
such, the City’s expenditures are forecast to once again outpace revenues beginning in FY2016/17. A
detailed discussion and forecast of the financial consequences associated with this latest PERS action
is outlined in the “On the Horizon — Future Fiscal Challenges” section of this report. Again, while
optimism is contagious, it is essential that we are realistic in consideration of the challenges ahead.

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

Respectfully submitted, )
@

JOHN F. SHIREY
City Manager
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