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FY2016/17 Approved Budget

Approved Budget Overview

The FY2016/17 Operating and Capital Improvement Program (CIP) Budgets were
approved by the City Council on June 14, 2016. The Approved Budget totals $978.4
million from all funding sources and supports 4,457.73 authorized full-time equivalent
(FTE) positions. The General Fund totals $438.8 million and 3,259.99 authorized FTE,
and the Enterprise and other Funds total $539.6 million and 1,197.74 FTE.

The City Council held four meetings during May and June to review and discuss the
Proposed Budget. Following those discussions, the changes as summarized in the
following charts were approved by the City Council.

Budget Adjustments

Fund Name Revenue Expenditure

Operating

Department Adjustment  Adjustment Description
Convention and Cultural Felt Fund (5015) - 100,000 Increase the expenditure budget for a professional
Sevices services agreement with the Historic Old
| Sacramento Foundation (HOSF).
Office of the City Auditor / General Fund (1001) / - - Transfer $101,151 in General Fund savings from the
Parks and Recreation START (2501) START Program grant match to offset the cost of 1.0
FTE and associated services and supplies inthe
| Office of the City Auditor.
Utilties Water (6005) 9,118,892 1,238,936 Increase revenues and expenditures based on the
| March 2016 approved rate increases.
Utikties Wastewater (6006) 2,739,597 425,937 Increase revenues and expenditures based on the

March 2016 approved rate increases.
Net Department Changes: $11,858489 § 1,764,873

Multi-year Project Appropriations
Fund Name Revenue Expenditure

j Adjustment  Adjustment Description
Boys and Girls Club Facility General (1001) - 500,000 Establish a project to add a facilty for a Boys and
(B15000100) Girls Club adjacent to the Valley Hi Library property.
Community Neighborhood General (1001) 240,000 Direct the value of one-third of FY2016/17 electronic
Improverments (D01000000) bilboard revenues for captal investments in District 2

($120k), District 4 ($60k), and District 8 (360k), offset
by a reduction in FY 16 committed fund balance.

Digttal Strategy General (1001) - 651,000 Increase budget to $1.7 million for the Automated

(A07000700) Bids, Contracts, and Digita Signatures (ABCDs)
based on bids that came in higher than initially
projected.

ERP Systems Replacement  General (1001) - (151,147) Transfer resources to the Digital Strategy Program

\Program (A07000600) (AD7000700).

Homeless Housing Intiative General (1001) - 458,000 Increase budget to $1.458 million to keep the VOA -A

(102000200) Street Shelter open 24/7, fund 20 women's beds at

the Salvation Army year-round, keep the Salvation
Army Shelter open 24/7, and explore pay for success

| financing models.
Utiity Rate Assistance General (1001) 1,304,434 1,304,434 Increase budget to $2.4 million to provide rate
(114130100) assistance to low-income customers to offset the

FY2016/17 approved Water and Wastewater rate
increases. The revenue for this project is budgeted in
Citywide and Community Support operations.

Subtotal General Fund: " $ 1,304434 § 3,002,287
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Revenue
Adjustment

Expenditure
Adjustment

Description

Digttal Strategy (A07000700) Various . 460,358 Increase budget to $1.7 million for the Automated
m Oeﬂer-fgg, mﬂ& Bids, Contracts, and Digital Signatures (ABCDs)
i ""m‘sl . - S22k and bas?ed on bids that came in higher than initially

| Water-S157K) projected.

14th Avenue Extension 2006 Amy Depot Taxable (3802) - 407,288 Extend 14th Avenue from Power Inn Road to Florin-

(T15098600) and 2007 Arrmy Depot Tax- Perkins Road.

| exempt (3803) Bonds

City Hall Hearing Rooms Capital Reimbursement (3702) - 125,000 Establish a project for improvements to the Council

Technology Program Chambers and Historic Hearing room.

|(A07001000)

North 12th Complete Street 2003 Alkali Flat Tax-exempt - 986,255 Convertthe western-most travel lane on North 12th

(T15165000) (3801) and 2006 River District Street from Richards Boulevard to H Street into a two-

| Taxable (3818) Bonds way cycle track.

Ramona Avenue Extension 2006 65th Street Taxable (3804) - 1,103,452 Extend Ramona Avenue north to intersect with

(T15018400) Folsom Boulevard.

Residential Water Meter Water (6005) - 5,000,000 Increase budget to $8 million for the installation of

\Program (214010000) residential water meters.

Wastewater Combined Sewer Wastewater (6006) - 5,211,063 Increase budget to $9.2 million for improvements to

‘Systern Capital Program the Combined Sewer System.

(X14010000)

Water Planning and Water (6005) - 342,500 Increase budget to $3.1 million for water conservation

Management (114400000) activities including various rebate programs.

Subtotal Other Funds: § - § 13635916

Total Multi-year Project Changes: $ 1,304434 $ 16,638,203

Schedule 8 - Reclassification Requests

(all requests are subject fo Human Resources approval)

Union
Department Budgeted Classification (Rep. Unit #) FTE
Parks and Recreation
Park Maintenance Worker | Stationary Engineers, Local 39 (03) 1.00

FY2016/17 Fee and Charge Report Amendments

FY2015/16 5/10 Recommended

Fee Name Action Fee Fee

Fee # Department Fund

Change

Justification

Proposition 26

298 Finance General New Pedicab Driver Fee $284.00 $115.00 $193.00 A study was This charge is not a
Permit Fee Change conducted of the tax under Proposition
Pedicab Permit 26, as it falls under
process. It was Exception 3, a
decided to change to charge imposed for
a two year permit. the reasonable
The cost includes regulatory cost for
application intake, issuing a permit.
manager review,
Code Enforcement
inspection of bikes,
and time for Finance
and Code
Enforcement staff to
perform field review
as necessary.
299 Finance General Renewal Pedicab Fee $269.00 $115.00 $193.00 A study was This charge is not a
Driver Permit Fee Change conducted of the tax under Proposition

Pedicab Permit
process. It was
decided to change to
a two year permit.
The cost includes
application intake,
manager review,
Code Enforcement
inspection of bikes,
and time for Finance
and Code
Enforcement staff to
perform field review
as necessary.

26, as it falls under
Exception 3, a
charge imposed for
the reasonable
regulatory cost for
issuing a permit.
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Fee Name
New Pedicab Bike

Action

Fee # Department Fund
302 Finance General

FY2016/17 Fee and Charge Report Amendments (continued

FY2015/16
Fee
$72.00

5/10
Change
$202.00

Recommended
Fee

Justification

$230.00 A study was

Proposition 26
This charge is not a

Permit Fee Change conducted of the tax under Proposition

Pedicab Permit 26, as it falls under
process. Itwas Exception 3, a
decided to change to charge imposed for
a two year permit. the reasonable
The cost includes regulatory cost for
application intake, issuing a permit.
manager review,
Code Enforcement
inspection of bikes,
and time for Finance
and Code
Enforcement staff to
perform field review
as necessary.

303 Finance General Renewal Pedicab Fee $56.00 $202.00 $230.00 A study was This charge is not a

Bike Permit Fee Change conducted of the tax under Proposition

Pedicab Permit 26, as it falls under
process. Itwas Exception 3, a
decided to change to charge imposed for
a two year permit. the reasonable
The cost includes regulatory cost for
application intake, issuing a permit.
manager review,
Code Enforcement
inspection of bikes,
and time for Finance
and Code
Enforcement staff to
perform field review
as necessary.

304 Finance General Additional Bikes at ~ New Fee $0.00 $93.00 $121.00 The new fee for This charge is not a

Initial Inspection

additional bike
inspections is
reduced because no
travel time for the
Code Enforcement
Officer to get to the
inspection site is

included for additional

bikes.

tax under Proposition
26, as it falls under
Exception 3, a
charge imposed for
the reasonable
regulatory cost for
issuing a permit.

Position Changes

Union

FTE

Job Classification

Department / Fund Name
MAYOR AND CITY COUNCIL

(Rep. Unit #) Change

Description

General Fund Senior Auditor

Unrepresented

1.00 Additional position for the Office of the City Auditor

COMMUNITY DEVELOPMENT

General Fund Department Systems Spclst Il

Local 39 (16)

(1.00) IT Reorganization

General Fund GIS Specialist I/l Local 39 (17) (3.00) IT Reorganization
General Fund IT Supervisor SCXEA (01) (1.00) IT Reorganization
General Fund IT Support Specialist | Local 39 (16) (2.00) IT Reorganization
General Fund Senior Applications Developer SCXEA (01) (1.00) IT Reorganization
General Fund Senior Department Sys Spclst Local 39 (16) (1.00) IT Reorganization
General Fund Systems Engineer SCXEA (10) (1.00) IT Reorganization
CONVENTION AND CULTURAL SERVICES
Community Center Fund T Manager SCXEA (01) (1.00) IT Reorganization
Community Center Fund ~ Systems Engineer SCXEA (10) (2.00) IT Reorganization

FINANCE

General Fund GIS Specialist Il

Local 39 (17)

(1.00) IT Reorganization
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Position Changes (continued

Union FTE

Job Classification (Rep. Unit #) Change

Department / Fund Name
INFORMATION TECHNOLOGY

Description

General Fund Applications Developer SCXEA (10) 1.00 IT Reorganization
General Fund Data Entry Technician Local 39 (16) 1.00 IT Reorganization
General Fund Department Systems Spclst VI Local 39 (16) 4.00 IT Reorganization
General Fund GIS Specialist I/l Local 39 (17) 12.40 IT Reorganization
General Fund IT Manager SCXEA (01) 1.00 IT Reorganization
General Fund IT Supervisor SCXEA (01) 5.00 IT Reorganization
General Fund IT Support Specialist VIl Local 39 (16) 9.00 IT Reorganization
General Fund IT Trainee Local 39 (16) 1.00 IT Reorganization
General Fund Program Specialist SCXEA (01) 2.00 IT Reorganization
General Fund Senior Applications Developer SCXEA (01) 1.00 IT Reorganization
General Fund Senior Applications Developer SCXEA (01) 1.00 Support new customer information and billing system,
offset by the Wastewater Fund
General Fund Senior Department Sys Spclst Local 39 (16) 4.00 IT Reorganization
General Fund Senior Engineering Technician Local 39 (16) 1.00 IT Reorganization
General Fund Senior IT Support Spclst Local 39 (16) 1.00 IT Reorganization
General Fund Senior Systems Engineer SCXEA (10) 1.00 IT Reorganization
General Fund Systems Engineer SCXEA (10) 5.00 IT Reorganization

PARKS AND RECREATION

General Fund GIS Specialist Il Local 39 (17) (0.40) IT Reorganization

General Fund IT Supervisor SCXEA (01) (1.00) IT Reorganization

General Fund IT Support Specialist Il Local 39 (16) (2.00) IT Reorganization

START Fund Senior Accountant Auditor SCXEA (01) (1.00) Program Reduction
PUBLIC WORKS

General Fund Applications Developer SCXEA (10) (1.00) IT Reorganization

General Fund

GIS Specialist I/l

Local 39 (17)

(3.00) IT Reorganization

General Fund

IT Support Specialist Il

Local 39 (16)

(2.00) IT Reorganization

General Fund Senior Systems Engineer SCXEA (10) (1.00) IT Reorganization
Fleet Fund IT Trainee Local 39 (16) (1.00) IT Reorganization
Parking Fund Systems Engineer SCXEA (10) (1.00) IT Reorganization

Solid Waste Fund

GIS Specialist Il

Local 39 (17)

(1.00) IT Reorganization

Solid Waste Fund

IT Support Specialist |

Local 39 (16)

(1.00) IT Reorganization

UTILITIES
Water Fund Customer Service Specialist Local 39 (16) 1.00 Support the accelerated meter program
Water Fund Customer Service Representative  Local 39 (16) (0.50) Part time FTE not needed
Water Fund Customer Service Representative  Local 39 (16) 0.50 Need full time FTE for workload
Water Fund Department Systems Spclst VI Local 39 (16) (3.00) IT Reorganization
Water Fund IT Supervisor SCXEA (01) (1.00) IT Reorganization
Water Fund Senior Department Sys Spclst Local 39 (16) (2.00) IT Reorganization

Wastewater Fund

Data Entry Technician

Local 39 (16)

(1.00) IT Reorganization

Wastewater Fund

GIS Specialist I/l

Local 39 (17)

(4.00) IT Reorganization

Wastewater Fund IT Supervisor SCXEA (01) (2.00) IT Reorganization
Wastewater Fund IT Support Specialist I Local 39 (16) (2.00) IT Reorganization
Wastewater Fund Program Specialist SCXEA (01) (2.00) IT Reorganization

Wastewater Fund

Senior Department Sys Spclst

Local 39 (16)

(1.00) IT Reorganization

Wastewater Fund

Senior Engineering Technician

Local 39 (16)

(1.00) IT Reorganization

Wastewater Fund

Senior IT Support Spclst

Local 39 (16)

(1.00) IT Reorganization

Wastewater Fund

Systems Engineer

SCXEA (10)

(1.00) IT Reorganization

Total Change

2.00

Union Rep. Unit #
SCXEA 01
SCXEA 10

| Local 39 16
Local 39 17

Represented Unit Name

Sacramento City Exempt Employees Association Exempt Management
Sacramento City Exempt Employees Association Confidential/Administrative
Stationary Engineers, Local 39 Office & Technical

Stationary Engineers, Local 39 Professional - Miscellaneous
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Total Approved City Budget: $978.4 Million

Revenue

Other Sources

Miscellaneous 3.3%

6.7%

Taxes
41.2%

Charges, Fees,

and Services
40.1%
Licenses and
Permits
2.2%
Fines, Forfeitures,
Intergovernmental Interest, Rents, and Penalties
3.2% and Concessions 1.5%
1.8%
Expenditures
Capital
Improvement
Program
7.2%
Contingency
0.1%
Debt Service
10.6%
Property
3.0% Emplpyee
Services
54 8%
Services and
Supplies
24 3%
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Total Approved General Fund Budget: $438.8 Million

Revenue

Contributions from
Other Funds
7.4%

Charges, Fees,
and Services
12.4%

Intergovernmental
2.7%

Interest, Rents, and
Concessions
0.2%

Fines, Forfeitures,

and Penalties
3% Taxes
Licenses and 69.9%
Permits
4.3%
Expenditures
Contingency Capital Improvement Program
0.3% 2.8%
Debt Service
6.2%
Property
1.4%
Services and
Supplies
17.9%
Employee
Services
71.4%
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Proposed Budget Overview

(As written on April 25, 2016, with technical adjustments as necessary to reflect Council intent.)

INTRODUCTION

The FY2016/17 Proposed Budget (Budget) is balanced and reflects adopted Council
priorities, City policies, goals and planning/programming guides. The Budget outlines
resource allocation recommendations, including those involving staffing, technology,
equipment, and program priorities.

The total Budget is $961.1 million from all funding sources and supports 4,484.27 FTE
positions. This includes $435.8 million for General Fund operations and capital projects,
and $525.3 million for operations and capital projects for the City’s Enterprise Funds
and other fund activities. The following charts provide a summary of the Budget:

Revenues

Other Sources

Miscellaneous 6.8%

3.3%

Taxes
41.7%

Charges,
Fees, and

Services
39.3% Licenses and
Permits
Inter- 2.2%
governmental Interest, Rents, Fines,
3.3% and Forfeitures,

Concessions and Penalties
1.8% 1.6%

Expenditures

Contingency Capital
0.1% Improvement
. Program
Debt Service
10.8% bA%
Property
3.1%

Employee
Services
55.7%

Services and
Supplies
24.4%

Note: The above charts do not include other sources and uses as represented in Schedules 2A and 2B.
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The Budget Process

The Mayor and Council continued efforts to engage and educate the community in the
budget process and the City’s financial challenges over the long-term holding several
community meetings, completing a community budget survey, and holding discussions
at the Budget and Audit Committee (Committee) meetings in January and February. In
March the City Council approved priorities for the budget and refined their Core Budget
Policies and Budget Guidelines based on the information obtained through these
forums.

Core Budget Policies

City Council must adopt a balanced budget
The Economic Uncertainty Reserve is to be increased gradually to Council’s goal of 10% of the
General Fund revenue
Unbudgeted one-time revenues from an unexpected source must go to the reserve
Unbudgeted one-time revenues from an expected source (surpluses) will be allocated at the discretion
of the Mayor and City Council and may be dedicated to the reserve
Council can allocate other sources of revenue to the reserve at any time
Measure U
Restorations, not new programs
Resources will not be used to balance the General Fund Budget
Resources will not be used to increase employee compensation
Resources will be set aside for contingency funding, one-time expenses, and transition with expiration in
~ March 2019
Innovation and Growth Fund
Directed new property taxes resulting from the dissolution of redevelopment to the fund
Directed proceeds from the sale of surplus General Fund properties to the fund
Fund is used to investin projects and programs that will grow revenue |
Maintain a fiscally sustainable, balanced budget.
The Mayor and Council's priorities, based on community input, should drive the budget creation.
‘Continue a community-based budget process where city residents are engaged and educated on budget
processes and provide feedback on budget priorities.
Look for ways to grow the reserve beyond its current goal.
All budget actions must be considered in a 5-year context, with new revenues not counted or spent until
realized. One-time resources should be used for one-time needs, not ongoing expenses.
Do not make spending decisions in isolation. Avoid spending money on one-off projects or without looking
at the big picture. Understand long-term consequences and opportunity costs.

Keep Council informed on the fiscal condition of the city and conduct continuous evaluations for efficiencies
and effectiveness.

The City must consistently look for opportunities to proactively grow our revenues instead of simply being
reactive.

Make every effort to identify private financing or federal and state grant opportunities before using City
resources. Pursue new and enhance existing revenue sources.

Before new expenditures are made, identify return on investments and impacts; fiscal and social benefits.

Address unfunded long-term liabilities.
Remain a full-service city.

In FY2015/16 the Committee asked staff to work on establishing financial policies to
guide decision-making related to the Budget in order to ensure the fiscal sustainability of
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the City. Over the past year the Committee and City Council have approved the
following policies:

Interfund Loans

Measure U Financial Management

Other Post-Employment Benefits (OPEB) Funding
Pension Funding

Risk Management Funding and Reserve Policy

Staff have also prepared a General Fund Economic Uncertainty Reserve Policy and
Budget Control Policy. These policies were presented to the Committee in April and will
be brought forward to Council for adoption. In an ongoing effort to be the best managed
city, these financial policies as well as previously adopted financial policies have been
included in the Budget document for easy reference.

Mayor and Council Priorities

With input from residents and using the guidance of the principles outlined below the
Mayor and City Council identified Budget priorities for FY2016/17 that reflect strategic
investments in the city and continue the transition to “Sacramento 3.0.”

e Fiscal Responsibility — As our city continues with the economic
recovery, it's crucial to adopt financially sound policies and procedures
that are prudent and take into account long-term impacts.

e Growing the Economy & Jobs — We must continue the shift to
“Sacramento 3.0 and take the necessary steps to diversify the
economy, our revenues and the job base. We must be the best city in
the state to do business. We must create an environment that is friendly
to entrepreneurship and business. The results of this shift will be a larger
tax base and more jobs.

e Priority Neighborhoods — In order to ensure that our city is serving all
citizens well, we must have services and programs available in every
neighborhood. Let's identify communities throughout the city that need
special attention and resources so that access is equal for all
residents.

Ultimately, the Mayor and Council adopted a comprehensive list of budget priorities,
embodying the principles outlined above, reflecting five strategic focus areas: 1) Public
Safety, 2) Economic Development, 3) Youth and Education, 4) Good Governance, and
5) Quality of Life. The FY2016/17 Budget has been developed with these priorities in
mind, balancing the framework provided through Council and community input with
available resources.

Mayor and Council Priority Budget Initiatives

On March 1, 2016, the Mayor presented recommendations for priority budget initiatives
to the City Council which were subsequently adopted. Consistent with this direction, the
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Budget reflects strategic investments focused primarily on one-time expenditures in
order to address current critical needs and invest in projects with long-term benefits.
The following chart summarizes recommendations for funding priority budget initiatives
included in the Budget.

Ongoing One-time Proposed
Expenditures Expenditures Budget

Priority Budget Initiatives FTE  ($ in millions) ($ in millions)  ($ in millions)

Public Safety 1.00 2.78 4.85 7.63
Economic Development 1.00 0.24 0.15 0.39
Youth and Education 0.00 - 3.46 3.46
Good Governance 0.00 1.50 4.44 5.94
Quality of Life 1.00 1.08 5.13 6.21

Total 3.00 5.60 18.03 23.63

Through the leadership and discipline of the Mayor and City Council, one-time funding
sources in the General Fund, Measure U, and redevelopment bond funds are available
to address the majority of the identified budget priorities. In some cases, additional staff
work is required before funding recommendations can be made and as such funds are
not included in the Budget for those items at this time. Completion of the necessary staff
work will ensure the success of our investments. Detailed information on each of the
priorities as well as further explanation of current City efforts, next steps, funding, and
staffing recommendations are provided below.

PuBLIC SAFETY

Community Policing

Increasing police staffing levels by 15 officers per year for 20 years to increase
community safety and officer engagement will require substantial new ongoing
resources. With Measure U resources and federal grant funding, the City has been able
to retain/restore 184 sworn FTE since FY2012/13. In addition, in FY2015/16 the
department added 15 additional police officers with the FY2015 U.S. Department of
Justice, Office of Community Oriented Policing Services Hiring Program grant. Money to
continue funding for these officers as federal funds diminish has been included in the
Budget. Additionally, the FY2016/17 Budget transfers eight officers assigned to
forensics to patrol by restoring lower cost civilian forensic positions. Staff will continue
efforts to identify ongoing resources that could be directed to further this initiative in the
future as well as additional hiring grant opportunities.

Recruiting a Diverse Police Force

In FY2015/16 the Police Department created a “Hiring Pipeline” as a conduit for a
diverse group of young adults who wished to join law enforcement, but lacked the age
or experience needed to become full-time officers. The department hired the first 45 of
these individuals from a variety of groups including the Department’s Criminal Justice
Magnet Schools, Cadet Programs, local universities, and community colleges. The
group is already showing benefits of improving the department’s overall diversity. Over
68 percent of the hires are from minority groups, with two of the pipeline hires already
slated to attend the Department’s academy later this year.
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The Department continues to face challenges in both recruiting new officers and
retention of existing, experienced officers. Like most agencies in the region, the
Department is dedicated to improving its overall diversity. However, initial salary
comparisons show that Sacramento is behind other local agencies for compensation,
making it a challenge in both recruiting and retention.

Fire Station 10

The replacement of Fire Stations 14 and 15 continues to be the Fire Department’s top
priority projects. While the City Council approved $10 million for those stations in
FY2015/16, based on current construction estimates and related infrastructure costs,
these projects will require an additional $4.5 million to be completed by fall of 2017. The
additional funding to complete Stations 14 and 15 is included in the 2016-2021 CIP.
Apparatus exhaust ventilation improvements and replacement of the kitchen range at
Station 10 have been addressed in the current year.

The Fire Department assessment of fire stations has identified Station 4 as the next
priority station replacement. Sufficient funding for the replacement of an additional fire
station in FY2016/17 is not available.

Park Safety Rangers

City Council approved 3.0 FTE Park Safety Ranger positions with the FY2015/16
Midyear Budget. The FY2016/17 Budget includes the addition of 1.0 FTE Park Safety
Ranger position, offset by the elimination of a vacant 0.50 FTE Park Safety Ranger. If
approved, the Park Safety Division will have a total of 13.0 FTE (10.0 Park Safety
Rangers, 1.0 Park Safety Supervisor, and 2.0 Park Ranger Assistants) to address
public safety issues in the city’s parks compared to 9.5 FTE as recently as January of
this year.

EcoNomMIC DEVELOPMENT

Improving our Business Climate

In order to attract new businesses and encourage the expansion of existing businesses,
we must address critical needs relative to our business climate. Staff continues to
explore and implement policies and processes that streamline approvals and remove
economic and regulatory barriers in order to make Sacramento a first choice for
business. For example, in January 2016 the Community Development Department
launched a program that allows businesses to obtain a permit for tenant improvements
in commercial buildings in one day. Also in January, the Economic Development
Department initiated an aggressive business retention program that targets primary
employers. The Economic Development and Community Development Departments are
collaborating to identify “business friendly” initiatives and incentives such as a Fee
Deferral Program and a Fast Track Permit Program for projects that meet City
objectives, address needs within priority neighborhoods, and result in a significant
number of jobs and capital investment. One-time funding of $150,000 for staff and
consultants to complete any requisite analysis, technical elements, and/or marketing
and outreach associated with implementing new programs is included in the Budget.
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The City is a major partner in the Greater Sacramento Area Economic Council (GSAEC)
and depends on its work to execute regional marketing, branding and industry attraction
strategies. As GSAC matures as an organization, the City expects that it will provide
leadership in regionalizing our Chongging, China trade office and in securing third-party
public relations services. These services would include securing necessary financial
support from other municipal partners for these activities. These efforts will strengthen
the Sacramento region as a premier business location.

Over the last several years, the City has contracted for small business outreach
services with the Asian, Black, Hispanic, and Slavic Chambers of Commerce on an
annual basis in the amount of $10,000 each plus other contributions. Given there are
multiple local business assistance service providers, staff recommends developing an
ongoing program available through a competitive process. Under new funding
parameters, staff will develop a fee for service program that outlines specific criteria,
eligibility, and business resource programs and support services, deliverables, and
measurements to bring about local economic growth. The current $40,000 budget has
been increased to $100,000 to support this new effort.

Railyards as an Innovation District

Downtown Railyards Ventures (DRV) is currently seeking revisions to the entitlements
at the 240-acre Downtown Railyards site. Proposed new uses for the site include a
Kaiser Hospital and a major league soccer stadium. These uses will complement the
significant housing, cultural, office, and retail uses. A vibrant mixed-use urban district,
the Railyards is positioned to serve as a regional catalytic project. As a highly complex
urban infill project, it is essential to have a qualified project manager dedicated to
ensuring that the long-term interests of the City are met. A position was added for this
purpose in the FY2015/16 Midyear Budget and the City has hired a full-time project
manager who is focused on expediting and simplifying entitlements, and fulfilling the
goals and ambitions for an Innovation District. Funding for that position is included in the
Budget.

Sacramento Center for Innovation

Adjacent to California State University, Sacramento (CSUS), the Sacramento Center for
Innovation (SCI) is envisioned to be a prime destination for clean energy, green
technology, and other innovative companies. The SCI area is approximately 240 acres,
of which CSUS owns 25 open acres. The CSUS site presents a tremendous opportunity
to create a research park that can retain and grow the level of talent needed in
Sacramento to attract investment and business.

The City has already made significant investments to facilitate and guide land use,
economic development, circulation, and the infrastructure improvements necessary to
support future development of the area. Collectively, the City has contributed and
secured over $5.1 million to develop the Specific Plan and fund construction of the
upcoming Ramona Avenue Extension Project. Construction of the Ramona Avenue
Extension, which will serve as a catalyst for the SCI and increase accessibility to
CSUS’s campus, will start in 2017.
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Over the next year CSUS will take the first steps to making this vision a reality by
conducting a feasibility study. Staff will work with CSUS to identify and secure federal
Economic Development Administration (EDA) grant funding to produce a plan that will
guide the development of the university’s 25 acres. Initial SCI efforts can be
accomplished with existing resources in FY2016/17.

MedZone

Over the last year, the City has worked closely with MedZone to assess potential
business models and funding strategies for the creation of medical industry
collaborative space in proximity to the UC Davis Medical Center. In addition to
pharmaceutical, bio engineering, health IT and telehealth-related companies, it is
anticipated that MedZone will maintain a presence in this space. A building has been
identified that requires significant tenant improvements and a funding strategy that
includes the use of $5.1 million in existing Oak Park redevelopment bond proceeds,
plus $10 million still to be raised from the private sector. Staff has initiated due diligence
on the project and will present a recommendation to the Council for consideration.

Streetcar

The streetcar project finance plan includes $7 million of City funding that was approved
for FY2015/16. The total project cost is $150 million and half of the estimated amount,
$75 million, has been included in the President’s budget for the upcoming fiscal year.
The remainder of the funding is expected to come from a variety of sources including
State Cap and Trade funds, the County of Sacramento, the City of West Sacramento,
State Proposition 1A funds, and a finance district that includes financial participation
from the local business and property owners. Continued efforts on the streetcar project
can be accomplished with existing resources in FY2016/17.

Community Center Theater

In spring 2014 City Council was presented three options for partial renovation of the
theater. Staff was directed to refine the cost estimates for the Americans with
Disabilities Act improvements along with additional restrooms and a small lobby
addition. The Mayor's Task Force explored the potential for a new performing arts
theater including various locations, number and size of stages, and funding ideas. In
November 2015, the Mayor asked the City Manager to evaluate resources available for
renovation of the theater and provide a delivery plan and schedule. The City Manager
was also asked to expand the project scope to include an expansion of the Convention
Center. A report is scheduled to be presented to Council in spring 2016. A ticket facility
fee provides a dedicated funding source for the project, and there is currently funding
available for the costs to develop a funding plan and plans for an integrated Convention
Center and theater complex.

Sacramento Employment and Economic Development (SEED) Corporation

SEED is a 501(c)(3) community development corporation formed by the City in 2007,
which received tax exempt status as a charitable organization from the Internal
Revenue Service and Franchise Tax Board in 2008. Under the articles of incorporation,
SEED'’s purpose is to direct resources that promote economic vitality throughout the city
including: a) fostering private investment, b) assisting with business attraction and
retention activities, and c) creating additional employment opportunities for citizens of
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Sacramento. Given recession-related factors at the time, the corporation was never
activated.

Under the bylaws, SEED is to have a five-member board of directors appointed by the
Mayor and confirmed by the City Council. Two City Councilmembers may serve as non-
voting ex-officio members in addition to the five voting members. SEED currently has an
interim two-member board that will be replaced by a regular board if the organization is
activated.

SEED currently has no sources of private or public funding to capitalize the corporation
to make activation worthwhile. The first step, therefore, is to identify funding. Further,
ongoing administration and operation would then require additional funding. Funding of
$150,000 has been included in the Budget for expenses related to reactivation of the
SEED Corporation.

The $1.2 million in Del Paso Heights Redevelopment Area bond proceeds may not be
used to capitalize the corporation. However, the funds may be used to address critical
infrastructure needs that could further leverage development in Council District 2. That
can be done by the City without SEED.

Investing in our Riverfront

The Sacramento riverfront from Discovery Park to Miller Park offers great opportunities
but remains challenged with significant and complex barriers to development including
the need to relocate large gasoline storage tank farms. Further, as the | Street Bridge
replacement project advances along with planning and design of the Broadway bridge, it
is critical for the City to be engaged in urban planning and land use for these new
gateways into Sacramento.

To focus City efforts on developing the riverfront the FY2016/17 Budget includes the
addition of 1.0 FTE Project Manager in the Economic Development Department to
manage what will be a multi-year effort to plan for development, remove obstacles,
coordinate with regulatory agencies, engage stakeholders, and resolve transportation
and other infrastructure essentials. Staff will develop a comprehensive transition
strategy and set priorities for the redevelopment of the riverfront. This strategy will build
on past riverfront planning efforts with a focus on developing a roadmap for
implementation. Assessments will include infrastructure analysis, property ownership
conflicts, obsolete and conflicting uses, environmental assessment, regulatory barriers,
and economics.

Innovation and Growth Fund

Creating, fostering, and promoting a climate that supports entrepreneurial start-ups will
advance Sacramento’s position as a hub of innovation, entrepreneurship, and
technology. Staff has been working to refine the existing fund policy and will be bringing
revised criteria to the City Council. Eligibility and funding criteria are focused on
strategic investments in programs and actions that stimulate innovation, economic
growth, and job creation in Sacramento.
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Natomas Sleep Train Arena Site Reuse

With the opening of the Golden 1 Center this fall, the 84-acre Sleep Train Arena site will
cease to be used as a venue for NBA basketball. Also at that time, the City will transfer
the adjacent 100 acres of land to the Sacramento Kings. Under the City’s agreements
with the Kings the team has responsibility to develop the site. As presented to the City
Council in December 2015, the Kings have engaged consultants and initiated master
planning that includes transit, environmental and land economics studies. The stated
project goals include public amenities and high quality mixed-uses with a priority on job
creation. The Kings are slated to provide the City Council with a progress report this
spring. City staff is prepared to support the Kings in all aspects of the planning,
environmental review, and community engagement. The Community Development
Department has the necessary staff and resources to ensure the Natomas Reuse plan
is expedited. The Kings will pay all standard planning and development fees that will
cover the cost of this effort.

YOUTH AND EDUCATION

Summer Night Lights

The Summer Night Lights (SNL) program provides positive summer programming for
youth and families, strengthens relationships between Police and the community, hires
and trains young adults from the neighborhood who are at-risk for gang involvement
and/or gang violence, and focuses on inter-generational activities that foster a safer
community. The City Council approved $200,000 for programs in North and South
Sacramento for summer 2016. The Budget includes $300,000 in funding for summer
2017.

Mayor’s Gang Prevention Task Force

In June 2015 City Council allocated $1 million to re-establish the Mayor's Gang
Prevention and Intervention Task Force. On December 11, 2015, the City released a
Request for Proposals to fund programs that provide youth and gang violence
prevention and intervention services. The City received proposals from 33 organizations
totaling almost $2.5 million in funding requests. On March 1, 2016, 18 programs and
$680,000 in funding were approved by the City Council for community-based nonprofits.
Additionally, funding provided to the Sacramento County District Attorney through a
recent settlement with Motel 6 will provide resources to fund additional grants. The
Budget has been increased to $1.2 million for FY2016/17. Future funding for this
program may be available if the Sacramento Children’s Fund and Marijuana Business
Operations Tax (Measure Y) is approved by the voters in June 2016.

Meadowview Community Development

Funding of $500,000 is included in the Budget for the installation of modular facilities to
house a Boys and Girls Club in South Sacramento adjacent to the Valley Hi Library.
Boys and Girls Club programs and services “promote and enhance the development of
boys and girls by instilling a sense of competence, usefulness, belonging and
influence.” The Sacramento Housing and Redevelopment Agency (SHRA) has
committed to provide approximately $110,000 annually from multi-family supplemental
assessment fees from local affordable housing projects for the ongoing
operations/maintenance of this facility.
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This request also included funding for nonprofit organizations to provide
programs/services in the area. Several of these organizations were recently selected as
funding recipients as part of the 2016 Gang Prevention and Intervention Task Force
Grant Program to provide services in the area to address these community challenges
including: Boys and Girls Club ($40K for Triple Play Sports League), Always Knocking
($30K for street outreach/crisis response), and the Focus on Family ($30K for Mack
Road Multi-Disciplinary Team). An important component of the grant program is an
evaluation of the outcome/effectiveness of the program funding. Given that these grants
were just recently awarded, it is premature to provide additional funding at this time.
However, if proven effective, these programs would also be eligible for the Measure Y
funding if approved by the voters in June 2016.

City/County African American Child Death Program

On October 20, 2015, the County Steering Committee on the Reduction of African
American Child Deaths (RAACD) presented supporting evidence about the seriousness
and complexity of problems surrounding child deaths in Sacramento and identified key
strategies for making a long-term reduction. The County has secured $20 million in
funding for this program from First Five. On February 16, 2016, the City Council
allocated $750,000 to support this initiative. No additional City funding is recommended
in this Budget since the County has ample funding.

Youth and Education Department

Should the voters approve Measure Y in June 2016, the effective date of the Measure is
January 1, 2017. Given the timing of actual revenue collection and remittance, revenues
would not be realized until March 2017. In consideration of the timing and the need to
better estimate revenues from the Measure, this item is better suited for consideration
as part of the FY2016/17 midyear budget update.

4t R and START

The Department of Parks and Recreation is looking at alternative revenue sources to
reduce or eliminate dependency on the General Fund and to collaborate with
stakeholders to ensure continued success and funding of the programs. The
Department is seeking assistance to help with the growing expenses of operating these
programs having received no additional funding from the sponsoring school districts or
the State for several years. After rightsizing these programs to account for the accurate
number of FTE and payment of benefits to City employees based on hours worked, the
4" R Fund has a projected shortfall of approximately $710,000 and the START Fund
has a projected shortfall of approximately $410,000 in FY2016/17. One-time General
Fund subsidies have been provided in the Budget, but are not been included in the five-
year forecast. This is in addition to the base General Fund subsidy of $552,702 to the
START program and $340,000 in Measure U funds to the 4" R Program. The total City
subsidy for these programs is $2,012,702.

Future funding for this program may be available if the Sacramento Children’s Fund and
Marijuana Business Operations Tax (Measure Y) is approved by the voters in June
2016. The Department will be making a presentation to the City Council on these
programs during the May budget hearings.
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Goob GOVERNANCE

Midyear Budget Policy

Making significant mid-cycle changes outside of the budget process can lead to poor
decision-making due to incomplete information and inefficient and ineffective operations
or service delivery. Staff has proposed a Budget Control Policy for Council
consideration to minimize off-cycle changes and to ensure informed fiscal decisions that
take into account the full costs, in terms of dollars and service impacts, of implementing
spending increases during the fiscal year. Further, the policy specifies that in order to
maintain a structurally balanced budget, any spending increases must be accompanied
by compensatory revenue increases or spending decreases that clearly identify the
associated opportunity costs. The policy has been approved by the Budget and Audit
Committee and will be considered by the Council this spring.

Economic Uncertainty Reserve Policy

Establishing the targeted level of General Fund operating reserves is a basic
component of a well-managed city. Adequate reserves help sustain City operations
when adverse or unexpected circumstances affect the City, providing resources to
minimize service disruption in the event of temporary revenue shortfalls or unpredicted
one-time expenditures.

Staff has proposed an EUR Policy for Council consideration that would establish 10
percent of annual General Fund budgeted revenues as the minimum level of funding in
the City’s General Fund EUR and establishes two months of operating revenues (17%)
as a target reserve level. The policy also outlines the methods the City will utilize to
achieve the target reserve level and defines the conditions under which these funds
may be used. The policy has been approved by the Budget and Audit Committee and
will be considered by the Council this spring.

As of July 1, 2016, the EUR will be approximately 9.7 percent of the approved General
Fund revenue budget for FY2015/16, a remarkable improvement since FY2008/09
when the EUR dropped to 2.7 percent. As revenues continue to grow additional
contributions to the EUR will be necessary. Based on current revenue estimates for
FY2016/17 an additional $4.2 million is needed to achieve the Council’s goal.

The existing Council goal and proposed policy recommend that positive year-end
results or other one-time resources should be added to the EUR through budget
development, midyear review, and year-end processes. With the end of the “triple flip”
imposed on the cities by the State (Proposition 57), the City is due to receive funds that
were originally due in 2004, but withheld by the State due to cash flow issues. The triple
flip temporarily redirected City sales tax revenues to the State in 2004 to be used as
security for the State’s “Economic Recovery Bonds.” In return, the City received a
dollar-for-dollar allocation of local property taxes to replace the sales tax; however, the
City received less revenue in 2004 than it would have absent this change. The final
true-up payment from the State is estimated to be $4.2 million. Consistent with Council
policy the budget resolution includes authority to transfer these resources to the EUR by
allocating this one-time payment expected in August 2016, which will achieve the
Council’s goal of a 10 percent EUR!
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Other Post-Employment Benefits (OPEB) Policy

On February 16, 2016, the City Council passed a motion adopting an OPEB Funding
Policy (Motion Order No. 2016-0039) that sets direction for future negotiations with
employee groups. This policy establishes the method that will be used to determine the
City’s actuarially determined contribution (ADC) to fund the long-term cost of health
benefits to City employees and retirees.

The policy requires that the ADC be funded as follows:

e Continue the current pay-go cost of OPEB for current retirees

e Continue paying $1 million annually to the OPEB Trust

e Transfer annual pension savings to the OPEB Trust at the end of each
fiscal year

e Full funding of the ADC be achieved within 10 years, or by FY2025/26, by
reducing the gap between current OPEB funding and the ADC with a
combination of City contributions, employee contributions, and OPEB plan
changes

e Fully fund the City’s OPEB obligation within 30 years, or by FY2045/46

The City Council’'s Adopted OPEB Policy is available at:
http://www.cityofsacramento.org/City-Hall/Policies-and-Procedures
The Budget includes a $1 million contribution to the OPEB Trust.

FTE for City Auditor’s Office

The City Council added a position in the City Auditor's Office in October 2015 to
address increased audit work being performed in the Department of Utilities. This
position is being fully offset by utility funds. Continued funding for this position is
included in the Budget. However, as there are many competing priority requirements for
increased staffing in nearly all departments and in light of future budget challenges
indicated by the forecast, additional staff beyond the one position has not been included
in the Budget.

311 Call Center Modernization

The City implemented 311 services in FY2007/08 during the fiscal downturn and
equipped the 311 Call Center with surplus equipment and office space. The current
work space is severely limited, and equipment and desk size differences compound this
problem, with some desks too small for dual-monitor setups. The Budget includes
$315,000 to renovate the current workspace at the South Area Corporation Yard to
improve the overall call center layout with appropriately-sized desks for call-taking and
dispatch, dual monitors at each desk, ergonomic desks, and updated dashboard
displays. The improved working conditions will hopefully improve morale, reduce
employee attrition and on-boarding costs, increase efficiency, and cross-departmental
team work, ultimately resulting in better service for Sacramento citizens and
businesses.
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QUALITY OF LIFE

Homelessness Task Force

Homelessness is one of the most pressing challenges cities face. The City is committed
to investing in a collaborative, systemic approach to addressing homelessness, as
evidenced by our ongoing support of Sacramento Steps Forward (SSF).

The City currently has invested $1 million this year to help in the creation and launch of
a coordinated system that provides integrated outreach, a common assessment based
on vulnerability, “housing first” rapid rehousing rental assistance, and employment
services. Common Cents, SSF’s coordinated entry system, has assessed over 2,000
vulnerable people in just over a year and is working collaboratively with homeless
nonprofit providers to quickly move them into housing. On the back end, the City-funded
rapid re-housing program, administered by Volunteers of America, provides short-term
rental assistance to those identified through the Common Cents approach and allows
for a level of funding flexibility that many traditional, federally-funded programs do not
have. While SSF and other local partners have worked diligently to quickly build and
launch these initiatives, getting the program to scale will require an ongoing local
commitment from Sacramento County, the City, non-profit organizations, and private
funders.

To this end, the FY2016/17 Budget and the General Fund five-year forecast include a
commitment of $1 million annually to provide ongoing funding for these critical local
programs. These funds will continue to be channeled through SSF in collaboration with
Sacramento County and other local funders. Five hundred thousand dollars will provide
continued support of the Common Cents coordinated entry program and $500,000 will
provide continued support of the local rapid re-housing and employment program.

Parks Improvements and Maintenance

In FY2015/16 the City Council approved $4.25 million in Measure U funding for a Park
Maintenance Improvement CIP (L19706000), including park and pool assessment
studies, to address the needs of existing parks for renovations and future investments
and pool renovations. By the end of June, 2016 approximately $1.85 million of this
funding will have been spent on the park maintenance and pool assessments, repairs to
Clunie Pool, sidewalk repairs at Fremont Park and Belle Coolidge Community Center,
and furnishings purchased for installation at parks throughout the city. The focus of the
Park Facilities Assessment Study is on park amenities and restrooms, not community
centers and other buildings. The results of the Park Facilities Assessment Study will be
presented to City Council in May 2016.

The FY2016/17 CIP Budget includes an additional allocation of $4.2 million in Measure
U funds to fund a portion of a citywide facility assessment study ($152,521), and funding
to address critical improvements at community centers, park facility roofs, and to
address water supply issues at two park facilities. The results of this assessment will
assist in the prioritization of needed repairs, improvements, and replacements.
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Bike Trail Funding: Two Rivers and Sacramento River Parkway Bike Trail

Along the southern bank of the American River between 16" Street and H Street, the
Two Rivers Trail has a substantial gap. Addressing this issue has been delayed by two
crossing locations at the Union Pacific Railroad right-of-way. The City is working with
the Sacramento Area Flood Control Agency and the American River Flood Control
District to establish a trail alignment that minimizes effects on levee maintenance,
natural resources, and the adjacent community.

Strategies are being explored to fund and implement a trail along the Sacramento River
from the American River confluence to the southern city limits. A half-mile levee-top trail
from Garcia Bend Park to the Pocket Canal Sump Station is currently in development in
the environmental phase. Funding of $200,000 was included in the FY2015/16 Midyear
Budget to develop a next project phase for an additional 1.3 miles of trail from the
Pocket Canal Sump to Arabella Way. Staff is seeking grant funding and other
opportunities which will provide proceeds for trail implementation. There are substantial
right-of-way challenges in the Pocket and Little Pocket neighborhoods for which
significant funding still needs to be identified.

The Public Works Department has added a new Citywide Bicycle & Pedestrian
Coordinator who will be responsible for planning & implementation of bicycle facilities,
pursuit of grant funding, education, and promotion of active modes of transportation in
the city.

Infrastructure Improvements

The Departments of Parks and Recreation, Public Works, and Utilities have programing
guides and master plans that include methodologies and processes to prioritize capital
improvement projects and the allocation of available resources. In addition, a citywide
assessment of the City’'s essential facilities (approximately 100 facilities) is being
recommended in the Budget. The results of this study will be used to determine the
City’s current facility maintenance backlog and the identification of priority projects.

With the systems currently in place and limited funding, the City’'s current deferred
infrastructure backlog is growing. The current deferred backlog for roads and bridges is
approximately $150 million and generally has to be addressed with gas tax, Measure A,
and other state and federal funding opportunities, however, these funds are diminishing.
The infrastructure backlog in water and wastewater is being addressed through rate
increases approved by Council in March.

Cities and counties desperately need the Federal and State governments to change the
basis for funding for streets, roads, and bridges from gas taxes based on gallons of
gasoline consumed to vehicle miles traveled.

The 2016-2021 CIP includes $9.5 million to address critical facility repairs and
replacements ($4.2 million for park facilities, $4.5 million for Fire Stations 14 and 15,
and $1.3 million for capital reinvestment and a facility assessment), $300,000 for pool
repairs, $3.1 million for street maintenance, $3.4 million for bridge repairs, $8.8 million
for major street repairs, and $4 million for the wastewater combined sewer system. The
need for funding is many times greater.
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Code Enforcement

For the past several years the Code Enforcement Division has operated as a complaint-
driven organization. In response to recent requests from neighborhood associations and
members of Council the Division has initiated a more pro-active approach. The first goal
of moving into a proactive mode is to first educate the community. The Division has
already begun this process by enhancement of the website, conducting neighborhood
cleanups, providing presentations at neighborhood association meetings and
conducting “Code 101" training opportunities for residents. Code Enforcement has
provided at least 15 trainings this year. Additionally, the new Code Liaison program
provides residents with quality customer service, information and assistance and
streamlines the process of voluntary compliance by partnering with the public to resolve
code complaints without having to visit the site. The next phase will involve additional
forms of outreach, including Saturdays when staff will “knock and talk” to residents
regarding good property maintenance practices. To assist with these efforts 1.0 FTE
Customer Service Representative was added with the FY2015/16 Midyear Budget,
allowing a Code Enforcement Officer to return to the field. Funding for an additional 1.0
FTE Code Enforcement Officer is included in the Budget, partially offset by revenues.

Digital Billboard Revenues

In FY2009/10 the City Council authorized the installation of digital billboards and
directed all lease revenues to the General Fund (Resolution 2010-246). In FY2010/11
the City Council redirected these revenues with two-thirds going to the General Fund
and one-third going to the Council District where the billboard was located (Resolution
2010-662). The City received $450,000 in FY2010/11, and this was the only year that
funding was provided to the districts that had billboards ($37,500 per district). As a
result of the recession, the City Council redirected all these revenues to the General
Fund (Resolution 2012-020).

These revenues continue to support General Fund operations and capital improvements
within all areas of the city. Redirection of these revenues ($360,000 to District 2,
$180,000 to District 4, and $180,000 to District 8) effectively reduces General Fund
revenues by $720,000. The City Council has adopted Core Budget Policies and Budget
Guidelines that require the Council to adopt a balanced budget and maintain a fiscally
sustainable, balanced budget. Council should act to ensure that the City's financial
position is sustainable over the long-term to regain structural stability in the General
Fund and begin to address known liabilities as outlined in the Mayor’'s Budget Priorities
memo:

Rising Pension and Labor Costs

Retirement and Healthcare Costs

OPEB

Aging Infrastructure and Capital Needs/Debt

Expiration of Measure U Funds

Consistent with the City Council’s sustainable budget policy and financial best practices
this budget does not include the redirection of the billboard revenues.
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FY2016/17 Program and Service Improvements

In addition to the funding recommendations addressing Council priorities, the Budget
includes funding to expand programs and services to address critical needs in several
operating departments, invest in the City’s infrastructure, and continued investment in
the City’s technology infrastructure to further efforts to implement streamlined workflow
and efficiencies. A summary of the significant program and service improvements
included in the Budget is provided below and additional information is provided in
department sections.

FY2016/17 General Fund and Measure U Program and Service Improvements

Revenue/
Offset Expenditure FTE

Department Description Adjustment Change Change
Community Increase staffing to support Animal Care and address 1,030,600 1,043,928 6.00
Development  increased building activity.
Convention and Increase program funding for the Sacramento 100,000 100,000 -
Cultural Metropolitan Arts Commission contingent on the County
Services of Sacramento matching the City's $100,000 increase,

to be offset by an increase in transient occupancy tax
(TOT) revenues.

Finance Increase staffing to address the workload associated - 132,229 1.00
with regulation of the marijuana industry.
Fire Increase staffing in Fire Prevention, Logistics and 684,572 684,572 4.00

Resource Management to support the various Fire
programs, add funding to expedite background
investigations for new hires, and increase funding for the
purchase of personal protective equipment. All costs will
be fully offset by increased revenues.

Human Add part-time Investigator positions to assist in the 84,077 84,077 0.92
Resources Labor Relations process, fully offset through charges to

the respective departments who utilize the investigative

services.
Information Increase staffing in the City's 311 call center to increase 449,549 449,549 5.00
Technology efficiency and cross-departmental team work, ultimately

resulting in better service for citizens and businesses,
fully offset by on-street parking revenues and provide
one-time funding for a student internship program.

Parks and Increase staffing to provide administrative support and 59,950 88,388 1.22
Recreation transfer a 0.50 FTE from the General Fund to the
Measure U Fund.
Police Increase staffing and programs to enhance safety and - 2,030,000 2.66
provide for critical IT infrastructure needs.
Public Works  Right-sizing staffing for Facilities and Engineering 55,243 206,976 1.00

services to streamline operations and ensure
compliance with all state and local codes.
Subtotal General Fund  $2,463,991 $4,819,719 21.80
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FY2016/17 General Fund and Measure U Program and Service Improvements
(continued)

Revenue/
Offset Expenditure FTE
Department Description Adjustment Change Change
Parks and Provide one-time funding for children's summer camp - 424,446 4.28
Recreation programs for the summer of 2016 and minor staffing

adjustments in the recreation programs as part of the
right-sizing effort started in FY2015/16.
Police Funding to establish the body worn camera pilot 516,104 1,261,208 -
program, support ShotSpotter expansion in the south
area, and establish the required grant match for the
FY15 CHP Grant that provided funding for 15.0 new
police officers.

Subtotal Measure U Fund $516,104 $1,685,654 4.28
Total General and Measure U Funds  $2,980,095 $6,505,373 26.08

As reflected above, additional expenses have been offset by increased revenues or cost
recovery whenever possible to minimize the growth of the General Fund.

FY2016/17 Program and Service Improvements in Other Funds
Revenue/

Offset Expenditure FTE

Department Description Fund Change Change Change
Parks and  Implement minor staffing adjustments in the 4th R 4th R - (28,980) (0.47)
Recreation Program as part of the right-sizing effort started in
FY2015/16.
Public Add staff to support the expansion of parking operations Parking - 239,838 3.00
Works including the oversight of managed lots.
Public Add ten 0.33 FTE Sanitation Worker Il positions for leaf  Solid Waste - 216,113 3.30
Works season work.
Utilities Add staffing to support long range IT master plan Wastewater 100,986 100,986 1.00
changes. Costs will be offset by reductions to service
and supplies.
Utilities Staffing to support drinking water quality assurance Water 349,179 1,007,860  10.00
testing and the implementation of safety and security
measures in continued compliance with the Federal
Clean Water Act and the State Water Code.
Total Change $450,165 $ 1,535,817 16.83

On the Horizon — Future Fiscal Challenges

Although there is good news relative to revenue growth, it is imperative that residents,
Council, and staff keep in mind the challenges ahead. By now, these are familiar topics
as increasing labor costs and liabilities continue to compete with Council and
community needs and priorities. The following summarizes a few of the challenges
ahead, which are not only General Fund issues as costs in the Enterprise Funds
continue to grow as well. These issues and recommendations for a multi-year plan for
General Fund sustainability are addressed in the Forecast section of this document.
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Rising Labor Costs

In the next year the City will begin negotiations with the majority of its employee groups
as contracts will be expiring in June of 2017 (Sacramento Area Firefighters Local 522
and the Sacramento City Exempt Employees Association (SCXEA) expire in June
2018). While the FY2016/17 Budget is balanced, expenditures are expected to outpace
revenue growth in FY2017/18 and over the remainder of the General Fund forecast.
Salary increases previously approved by Council are included in the General Fund five-
year forecast; however, assumptions for future labor cost increases have not been
included.

Pension Costs — California Public Employees’ Retirement System (CalPERS)

One of CalPERS'’ strategic goals is to improve the long-term sustainability of the system
through an integrated view of pension assets and liabilities. The CalPERS Board of
Administration (Board) has engaged in discussions on the funding risks facing the
system and possible risk mitigation strategies to better protect its members. While there
is no doubt that risk mitigation is necessary, it is important to note that nearly all actions
to further reduce risk will result in increased costs to member agencies. Recent Board
actions on a new asset allocation, new actuarial assumptions, and new smoothing and
amortization policies have already lowered risk but increased costs. However, future
contribution rate volatility is expected as CalPERS pension plans continue to mature.

Two approaches under consideration are a “flexible glide path” methodology, which
would lower the discount rate (interest earnings assumption) and expected investment
volatility following a large investment return; or a “blended glide path” methodology,
which is similar to the flexible glide path but with check points over time that would
trigger additional asset allocation changes and lowering of the discount rate if
investment returns do not result in a sufficient reduction in volatility. There will be
continued in-depth discussion on both options as they involve tradeoffs between short-
and long-term system effects and potential future increases in required contributions. As
stated above, with either option the outcome will likely be increased costs for member
agencies, including the City of Sacramento.

OPEB

In FY2015/16 the City, for the first time, began contributing $1 million to the City’'s OPEB
Trust (Trust). Continuation of this funding is included in the Budget and assumed in the
General Fund five-year forecast. In an effort to address this liability, the City Councll
also authorized the transfer of any available resources in the CalPERS budget accounts
at the end of each fiscal year to the Trust. This resulted in an additional $7.5 million
($6.7 million in General Funds) contribution to the Trust. The current estimated OPEB
liability is $363 million and there is currently $14.1 million in the Trust to fund this
liability. In February 2016 the Council adopted the OPEB Funding Policy directing staff
to continue efforts to reduce and eventually eliminate this liability.

Golf Special Revenue Fund

Beginning in FY2000/01 the revenues in the Golf Fund were insufficient to support
operational and capital expenditures. Over the course of five years, five loans totaling
$6.2 million were made from the City Risk Fund to cover capital improvements and
bridge the gap between revenues and expenditures. Efforts to right-size the fund
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included changing from an enterprise fund to a special revenue fund in FY2005/06 to
reduce administrative costs associated with operating an enterprise fund ($800,000
annual savings). Subsequently in October 2011, the City entered into a public/private
partnership with Morton Golf, LLC to maintain the City’s golf courses as Morton was
able to demonstrate that it could deliver these services, absent the existing operating
debt, within program revenues.

Currently, there are two existing loans from the Risk Fund, one for capital and one for
operations. With interest these loans now total $8.4 million. The capital loan has a
current balance of $3.7 million and is being paid from revenues received from Morton
Golf. The operating loan has a current balance of $4.7 million including interest through
June of 2011 when Council took action to stop accruing interest to the Golf Fund for this
loan. To date there have not been adequate resources available in the Golf Fund to
make payments on the operating loan.

Based on a review of the existing debt and lease agreement it does not appear that
there will be adequate resources in the golf fund to repay this loan in the foreseeable
future. As the loan is from the Risk Fund, which receives revenue from all city operating
funds, a plan to repay this loan needs to be developed. Additionally, when interest
stopped accruing in 2011 to the Golf Fund, the General Fund should have picked up the
interest portion of the payment. The estimated interest since 2011 is approximately
$367,000. Staff is reviewing all options for repayment and will present recommendations
for repayment of this loan.

Performance Measurement

In 2014 the City re-launched its performance management program and in FY2015/16
key performance measures were added to the department sections of the Budget.
Going forward, performance measures will continue to be refined to reflect those that
provide the best measures of outcomes and are most relevant to the public.

A performance management program is an important aspect of being a best managed
city. It is a method of measuring the success of programs and activities in achieving
outcomes that reflect public priorities. The establishment and evaluation of performance
metrics and business improvement activities will serve to inform operational and
strategic decision-making throughout the organization. As a management tool, it will aid
in evaluating how well programs are providing quality services.
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