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Howard Chan 
City Manager 

City Hall 
915 I Street, Fifth Floor 

Sacramento, CA 95814-2604 
916-808-5704 

April 24, 2017 
 
 
Honorable Mayor and City Council 
Sacramento, California 
 
Dear Mayor and Members of City Council: 
 
I am pleased to present the fiscal year (FY) 2017/18 Proposed Budget (Budget) totaling 
$1.0 billion for operations and capital improvement projects.  The Budget represents the 
City’s financial plan for the upcoming year and reflects an increase of $56 million, or 
5.7% compared to the FY2016/17 Adopted Budget. The operating budget of $949 
million for all funds, increased by $42 million, or 4.6% over the prior fiscal year. The total 
General Fund budget of $449.8 million represents an increase of $11 million, or 2.5% 
compared to FY2016/17. With very careful management of expenses and robust 
revenue growth that reflects a stronger economy, this budget is balanced and 
responsible.   
 
Our key economically sensitive revenue sources (i.e., sales tax, property tax, and 
transient occupancy tax) continue to experience strong growth, which has allowed the 
City to build reserves, increase staffing levels, and restore General Fund services over 
the last several years.  However, this year the budget was developed with the goal of 
limiting the addition of ongoing costs in the General Fund to a bare minimum in light of 
imminent cost increases related to our pension benefits and the impact of these 
increases on the long-term stability of the General Fund.  As such, the increase in 
General Fund expenditures is largely due to higher salary and benefit costs for existing 
positions.   
 
I remain optimistic as the city continues to benefit from a strong economic recovery that 
I believe is truly at an unprecedented time in its history. Sacramento is in the midst of a 
dynamic transition and has the potential to reset our economic position and cultural 
identity in the nation and around the globe. Downtown Sacramento continues to see 
positive economic growth with the opening of the Golden 1 Center and the surrounding 
building activity.  This activity has led Downtown Sacramento to rank 8th nationally in 
office vacancy rate decline.  Additionally, in 2016 the city experienced its highest 
building permit valuation ($783 million) since 2007. 
 
Our city was founded on discovery, built on leadership, and fueled by innovation – all of 
which can still be seen throughout our city today.  Sacramento brings together the 
competitive benefits of an affordable, talented, and quality marketplace. Over the last 
year, we’ve seen several technology businesses choose Sacramento to scale their 
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companies, including SupportPay, Parrable, Fantag, Top Grade, and the new 
McClatchy Video Lab West.  The Power Inn area remains a driving force in the city, 
accounting for nearly 58,000 jobs and $3.2 billion in wages.  North Natomas is seeing 
increased development with over 1,000 new single family homes under construction 
since April 2015. In the south area, Delta Shores is actively being developed with over 
$100 million of commercial development currently underway.  

As you can see Sacramento continues to be a hub for business and development 
activity and we aren’t stopping there.  Over the next year, we will advance opportunities 
to leverage public investments that promote neighborhood economic vitality, spur job 
growth, diversify revenue sources for the City, and/or stimulate new investment in 
businesses and development throughout the city.  

Sacramento has worked hard to stabilize our budget and continue providing core 
services. I’m proud of our fiscal responsibility and the progress we’ve made as 
Sacramento continues to live within its means by facing challenges in a responsible and 
fiscally prudent manner.  Even with the progress we’ve made, significant work toward 
long-term fiscal sustainability remains and I look forward to working with you as we 
continue to watch our beautiful city grow and prosper – and to collaboratively address 
the challenges we have ahead of us.   

The delivery of the budget to Council is the culmination of months of work from staff 
throughout the organization. For me, development of my first budget has truly been a 
learning experience and I want to thank our department staff, and especially the Budget 
staff, for the countless hours spent shepherding this document to completion. 

Respectfully submitted, 

HOWARD CHAN 
City Manager



  
FY2017/18 Proposed Budget  

 

13 
 

Operating Budget Excellence Award   

 
 
The City’s FY2016/17 Approved Operating Budget received the Operating Budget 
Excellence Award from the California Society of Municipal Finance Officers (CSMFO). 
The award process includes peer reviews of cities’ operating budget. Peer review 
methods are employed to maintain standards, improve performance, and provide 
credibility. 
 
In preparing the FY2017/18 Budget document, the award criteria were followed and 
prepared in accordance with generally accepted accounting principles. This document 
will be submitted to the CSMFO for consideration for the Fiscal Year 2017/18 Operating 
Budget Excellence Award. 
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