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 Proposed Budget Overview  
INTRODUCTION 
 
The FY2017/18 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 $1 billion from all funding sources and supports 4,552.21 full-time 
equivalent (FTE) positions. This includes $449.8 million for General Fund operations 
and capital projects, and $584.2 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 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Expenditures 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Note: The above charts do not include other sources and uses as represented in Schedules 2A and 2B 
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History of the City of Sacramento 
The City of Sacramento was established in 1849 and in 1854 became the capital for the 
State of California. Sacramento also serves as the seat of Sacramento County 
government. It is the seventh largest populated city in California. The State of California, 
Department of Finance, estimates the population on January 1, 2016, to be 485,683 for 
the city and 1,495,297 for the County of Sacramento. Sacramento encompasses 
approximately 100 square miles and is in the northern section of California’s Central 
Valley.   
 
Sacramento is a charter city and operates under a Council-Manager form of 
government that currently provides for a nine-member elected City Council (Council), 
including an elected Mayor. There are no other elected City officials. Members of the 
Council serve alternating terms of four years, with the Councilmembers representing 
odd numbered districts up for reelection in 2018 and the Mayor Councilmembers 
representing even numbered districts up for reelection in calendar year 2020. All 
registered voters in the city vote for the Mayor, while Councilmembers are elected by 
voters in the specific districts. The Council appoints the City Manager, City Attorney, 
City Clerk, and the City Treasurer to carry out its adopted policies.  

The City provides a full range of municipal services including police, fire, water, sewer, 
storm drainage, solid waste, code enforcement, construction and maintenance of parks 
and streets, planning and development, recreation and cultural activities, and general 
administration.   
 
The Sacramento City Charter requires that the City Manager submit a proposed budget 
to the Council at least 60 days prior to the commencement of each fiscal year. Once 
approved by Council, this annual budget serves as the foundation for the City of 
Sacramento’s financial planning and control. Budgetary control is maintained at the 
department level, by fund. Budgetary control for capital improvement projects is 
maintained at the individual project level.  

Budget Presentation 
The presentation of the Budget is included in two documents: the FY2017/18 Proposed 
Operating Budget and the 2017-2022 Proposed Capital Improvement Program, which 
includes the FY2017/18 Capital Improvement Program (CIP) Budget. The Proposed 
budget document is available on the City’s website at:  
www.cityofsacramento.org/finance/budget. 
 
The Proposed Operating Budget includes the technical information concerning 
operating departments and estimated citywide revenues and expenses. The Forecast 
section provides an outline of anticipated revenue, including an explanation of 
assumptions and a five-year General Fund forecast (revenues and expenditures). The 
department sections provide a summary of appropriations and source of funds including 
change to the prior year budget, as well as a summary of FTE positions. The Budget 
Schedules include a detailed estimate of staffing, revenues and expenditures for the 
General Fund, the Enterprise Funds, and other special revenue funds. The Staffing 
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section provides a list of authorized positions for each department, by classification, 
including the additions and/or deletions of FTE. 

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) and Council meetings in January and 
February. The following graphic represents the City’s budget/program planning cycle: 

 

 

The City’s fiscal year is July 1 through June 30. As such, the Council annually adopts 
the City's operating and capital budgets for a single fiscal year beginning July 1 and 
ending June 30 in the subsequent calendar year.   
 
To establish the annual budget, the Budget Division of the Finance Department 
develops a plan for expenditure of projected available resources for the coming fiscal 
year. Labor costs are updated to reflect salary and benefit changes called for in union 
contracts, and estimates for unrepresented employees are also updated. A five-year 
revenue model is developed based on prior year actual revenue receipts and economic 
and revenue indicators to determine what resources, tax revenues, and other 
discretionary revenues will be available to support operating requirements. Similarly, 
capital improvement programs and projects are identified and funded with available 
General Funds, Enterprise Funds, Internal Service Funds, grants, transportation, and 
other funding sources as identified in Schedule 4.  
 

Back To Table of Contents

agalieote
Rectangle



 
FY2017/18 Proposed Budget  

 

20 
 

A base budget is prepared from this information and includes updated costs for 
maintaining service and staffing levels into the new budget year. It also includes 
updated estimates of revenues and other financing sources. This base creates the 
operating and capital budgets.  

Financial Management Policies 
The City of Sacramento develops its annual budget according to Council-adopted 
sustainable budget policies. These policies call for one-time funding sources to only be used 
for one-time operating and capital expenditures. Ongoing expenditures are to be matched 
with ongoing financing sources. Reserves are to be used in a planned and strategic manner. 
Five-year forecasts of the General Fund are to be updated as new information becomes 
available. Full reviews of revenue receipts in comparison to the budgetary estimates are to 
be performed and corrective actions recommended, if necessary.  

The ongoing core of the Mayor and Council’s budget philosophy continues to be 
sustainability. The Council has adopted the following financial management policies that 
guide the development of the budget, financial decision making, and fund management: 

 Advanced Life Support (ALS) Revenue Recovery 
 Budget Control  
 Debt Management  
 Development Stabilization Contingency Reserve (DSCR) and Development Services 

Fund Management 
 General Fund Economic Uncertainty Reserve (EUR)  
 Interfund Loans 
 Measure U Financial Management 
 Other Post-Employment Benefits (OPEB) 
 Pension Funding 
 Risk Management Funding and Reserve 

 
These policies are included in the Financial Policy Section of the document. 

Budget Hearings 
Starting on May 4, 2017, the Budget and Audit Committee will hold hearings on the 
FY2017/18 Proposed Budget. The Council will consider the budget during May and 
June with adoption scheduled for June 13, 2017. These hearings provide the public an 
opportunity to provide their input on the Proposed Budget.  

 

Date Day Time Legislative Body Subject
05/04/17 Thursday 2 p.m. Budget and Audit Committee (1) FY2017/18 Proposed Budget Overview

(2) Changes to Citywide Fees and Charges
05/09/17 Tuesday 6 p.m. City Council (1) FY2017/18 Proposed Budget Overview

(2) FY2017/18 Proposed Budget
05/16/17 Tuesday 2 p.m. City Council (1) 2017-2022 Capital Improvement Program (CIP)

(2) Citywide Fees and Charges
(3) FY2017/18 Budget and Measure U Update

6 p.m. City Council FY2017/18 Budget and Measure U Update
05/23/17 Tuesday 2 p.m. City Council (1) Hold for Budget Discussion
05/23/17 Tuesday 6 p.m. City Council (1) Council Discussion on Priorities
06/06/17 Tuesday 2 p.m. Budget and Audit Committee Recommendation on Proposed Budget
06/13/17 Tuesday 6 p.m. City Council Adoption of the FY2017/18 Budget 
1Schedule is subject to change, refer to agendas at: http://sacramento.granicus.com/ViewPublisher.php?view_id=21 
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Mayor and Council Priorities 
The annual budget process provides Council the opportunity to review and provide 
direction on budget development policies and guidelines. This input establishes budget 
expectations and provides a framework for the development of the Proposed Budget. 
On February 14, 2017, the Council adopted the following Core Budget Policies and 
Guidelines (Resolution 2017-0078) for the FY2017/18 Budget.  

 

Given the leadership change in late 2016, preliminary discussions on priorities were 
held by the Budget and Audit Committee on January 24 and February 7, 2017, and then 
by the Council on February 7 and February 14, 2017. With limited resources and the 
anticipated challenges facing the General Fund, discussions were focused on the use of 
one-time FY2015/16 year-end resources ($9.04 million remaining) to address 
challenges and opportunities in the following key areas: 
 

 Youth 
 Neighborhood Services 
 Affordable Housing 
 Transportation 

1. City Council must adopt a balanced budget.
2. Funding decisions should be consistent with Council adopted policies.
3. The Economic Uncertainty Reserve shall be maintained at a minimum of 10% of 

budgeted General Fund revenues. Resources shall be added to maintain this level 
through the budget and midyear processes as necessary.

1. Maintain a fiscally sustainable, balanced budget.
2. The Mayor and Council’s priorities, based on community input, should drive the budget 

creation.
3. Continue a community-based budget process where city residents are engaged and 

educated on budget processes and provide feedback on budget priorities.
4. Look for ways to grow the reserve beyond its current goal.
5. 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.

6. 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.

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

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

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

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

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

 Budget Guidelines

Core Budget Policies
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The budget hearings scheduled in May and June include the opportunity for the Council 
to continue these discussions and to begin to identify specific programming 
opportunities for these priorities as well as other citywide priorities. 
  
To provide adequate time for the Council and City Manager to plan, discuss, obtain 
community input, and adopt citywide priorities to be reflected in the annual budget, staff 
will work to begin the priority planning discussions in the fall. Earlier discussions on 
priorities will ensure that the annual budget, dependent on available resources, is 
reflective of the Council’s priorities. This schedule will help during times of positive 
financial growth or expansion or when the City is faced with a declining economy which 
may require program and service reductions.  

FY2017/18 Program and Service Improvements 
The addition of ongoing positions/costs was limited, for the most part, to areas of critical 
operational need that can be offset by increased revenues or cost recovery to minimize 
growth in the General Fund.  Limited use of one-time resources has also been proposed 
to address critical needs in several operating departments, invest in the City’s 
infrastructure, and continued investment in energy and technology improvement 
focused on streamlining processes and implementing efficiencies.  
 
The following chart details proposed funding and additional cost offsets. A summary of 
the significant program and service improvements included in the Budget for the 
General Fund, Measure U Fund, Enterprise Funds, and Internal Service Funds is 
provided below and additional information is provided in department sections.  
 

General Fund

 Department Request
One-time  
Change

Ongoing 
Change

FTE
Change

City Manager Add a position to support the City's Homelessness Task 
Force, offset by reimbursements from the Homeless 
Housing Initiative (I02000200) MYOP.

-                  -                    1.00

City Treasurer Reduce the revenue budget due to decreased cash in Pool A 
resulting from the use of significant bond proceeds previously 
held in Pool A.

-                  100,000 -           

Community
Development

Add positions in Building, Planning (including a position 
focused on the City's annexation efforts), and Administration 
to address increased development activity, fully offset by 
development fees and reductions in services and supplies.

-                  -                    4.00

Community
Development

Add a position to support adoption outreach efforts, fully 
offset through donations received in the  Friends of the City 
Animal Shelter (F.O.C.A.S.) project (I13000400).

-                  -                    1.00

Community
Development

Add a position in Code Enforcement to address abandoned 
vehicles citywide, offset by vehicle registration fee recovery 
through the Sacramento Abandoned Vehicle Service 
Authority (SAVSA).

-                  -                    1.00

Finance Add two positions in Procurement Services to address 
workload, offset by the elimination of a vacant position and 
increased revenues.

-                  -                    1.00
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General Fund (continued)

 

Measure U Fund 

 
  

 Department Request
One-time  
Change

Ongoing 
Change

FTE
Change

Finance Add a position in Public Improvement Finance to manage 
workload associated with development activity, fully offset 
through reimbursements from special districts and 
development impact fees.

-                  -                    1.00

Human Resources Add positions in Labor Relations to address investigations 
and increased case volume, fully offset through charges to 
various departments and the elimination of two vacant 
positions (0.46 FTE each).

-                  -                    1.08

Human Resources Reduce the revenue budget due to the change from ICMA to 
Nationwide retirement planning which resulted in the loss of 
an administrative fee.

-                  72,075 -           

Human Resources Provide funding to address training, outreach (City 
Management Academy, Supervisory Academies, etc.) and to 
fund a consultant to evaluate and re-write City exams.

250,000 -                    -           

Information
Technology

Add positions to City's 311 Call Center for increased 
customer service and dispatching DOU operations after 
hours, weekends, and holidays, fully offset by the City's 
parking and utility funds.

-                  -                    4.50

Information
Technology

Add positions to support the Accela Permit system to 
address customer configurations, new enhancements and 
system/data reporting, fully offset by development fees.

-                  -                    2.00

Information
Technology

Add positions to oversee the implementation and 
replacement of DOU business systems, fully offset by the 
City's utility funds.

-                  -                    6.00

Parks
and Recreation

Add positions in the Older Adult Services Program (four 
positions at 0.47 FTE each), fully offset through program 
revenues as a result of increasing enrollment.

-                  -                    1.88

Parks
and Recreation

Add positions to Park Maintenance and fund the purchase of 
three vehicles for CFD3, including North Natomas Regional 
Park, fully offset by special district funds.

-                  -                    5.00

Parks
and Recreation

Provide funding to address burrowing pest infestation, 
eradication, and park repairs.

-                  150,000 -           

Parks
and Recreation

Provide funding for a cemetery management contract 
focused on establishing rules about upkeep of plots, burials, 
and records management to ensure compliance of cemetery 
laws, the Secretary of the Interior's Standards for the 
treatment of historic properties, as well as the City Code.

-                  100,000 -           

Total General Fund 250,000$    422,075$      29.46   

 Department Request
One-time  
Change

Ongoing 
Change

FTE 
Change

Community
Development

Provide one-time funding for a contract with SPCA for spay/ 
neuter services.

100,000 -                    -           

Fire Provide one-time funding for the purchase of Personal 
Protective Equipment (PPE) including turnouts to address 
CalOSHA Title 8 changes.

600,000 -                    -           

Parks
and Recreation

Add positions for Aquatics to enhance youth employment 
opportunities (four positions at 0.50 each), offset by a 
reduction in services and supplies.

-                  -                    2.00

Parks
and Recreation

Provide one-time funding for a contract to address pond 
maintenance.

65,000 -                    -           
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Measure U Fund (continued) 

 

Enterprise and Internal Service Funds 

 
 

2017-2022 CIP 
The FY2017/18 CIP Budget totals $85.0 million, funding 105 projects in all program areas in 
various geographic areas of the city. The General Fund total for capital expenditures in 
FY2017/18 is $6.1 million. The five-year program totals $315.1 million from all funding sources. 
The General Fund portion of the five-year program is $32.9 million. The following chart 
highlights the significant one-time investments included in the FY2017/18 CIP Budget: 

 Department Request
One-time  
Change

Ongoing 
Change

FTE 
Change

Parks
and Recreation

Provide one-time funding to continue supporting summer 
youth programs.

122,816 -                    -           

Police Provide one-time funding for the purchase of Body-Worn 
Cameras (BWC).

875,701 -                    -           

Police Provide one-time funding for increased services and supplies 
to support the department's Evidence & Property and 
Investigations teams.

399,382 -                    -           

Police Provide one-time funding for the replacement of patrol 
vehicles (SUVs), allowing older units to be moved to the 
City's Emergency Vehicle Operations Center (EVOC) for 
training.

198,165 25,000          -           

Total Measure U Fund 2,361,064$ 25,000$        2.00     

 Department Request
One-time  
Change

Ongoing 
Change

FTE 
Change

Human Resources
(Risk Fund)

Add a position in Risk Management to support the 
Department of Utilities, funded by the City's utility funds.

-                  -                    1.00

Human Resources
(Risk Fund)

Provide funding for pre-employment fingerprinting. -                  40,000 -           

Parks and 
Recreation 
(L&L Fund)

Provide one-time funding for the purchase of three trucks and 
trash trailers need for Park Maintenance.

141,744 -                    -           

Utilities
(Storm Drainage Fund)

Add a position to assist with implementing the Security 
Master Plan.

2,760 108,422 1.00

Utilities
(Storm Drainage Fund)

Add a position to support the Floodplain Program and provide 
technical support over several programs required to maintain 
compliance with FEMA, U.S. Army Corps of Engineers, and 
state requirements.

2,760 117,529 1.00

Utilities
(Water Fund)

Add positions to assist with increased drinking water 
regulatory requirements, analysis of water samples for water 
quality assessment, and to assist with increased 
bacteriological testing.

11,040 265,542 3.00

Utilities
(Water Fund)

Add a position to provide preventative and predictive 
maintenance, and to keep electrical equipment in reliable and 
safe working conditions.  Add services and supplies for DOU 
system support.

85,760 90,689 1.00

Utilities
(Water Fund)

Add positions to operate and maintain the new solids 
handling facilities and heavy equipment.

50,000 205,964 3.00

Utilities
(Water and 
Wastewater Funds)

Add positions to manage and maximize grant funding 
opportunities, and manage the ongoing requirements of the 
State Revolving Fund (SRF) loan.

5,520 189,155 2.00

Utilities
(Utility Funds)

Add limited term positions to support the Customer 
Information System (CIS) replacement project.

22,080 534,576 7.00

Total Other Funds 321,664$    1,551,877$   19.00   
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General Fund

 
Measure U Fund 

 
 

Other Funds 

 
 

Performance Measurement 
A performance management program is an important aspect of being a well-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.  
 
The National Performance Management Advisory Commission’s “A Performance 
Management Framework for State and Local Government,” provides a model for public 

CIP/MYOP Name (Number) Description Budget
Security Camera Replacement 
Program (C15000400)

Replace or add security cameras for the safety and security of 
employees and City assets. Locations include the City Hall 
complex, 300 Richards Boulevard, and the 24th Street 
Corporation Yard.

225,000

Total General Fund 225,000$           

CIP/MYOP Name (Number) Description Budget
City Facility Reinvestment 
Program (C13900000)

Funding allocated for major repairs at Camp Sacramento  ($1 
million) and Sacramento Libraries ($1.8 million).

2,752,000

Citywide Park Tree Assessment 
(L15000100)

Assess City trees in developed parks to identify and address 
any hazards. This may include ISA (International Society of 
Arborculture) tree assessments as well as tree work, removal, 
and replacement.

350,000

Energy Reinvestment Program 
(C13001900)

Assess City facilities to identify, prioritize, and ensure 
implementation of energy-reducing and clean energy projects 
at City-owned facilities.

1,500,000

Fire Station Replacement Program 
(F13000800)

Provide additional funding to complete the construction of 
Stations 14 and 15 as the existing facilities have become 
operationally obsolete. The additional $2.5 million in Measure U 
Funds will bring the total funding to $17 million.

2,500,000

Fire Apparatus Program 
(F12000300)

Replacement of: a mobile air compressor, two air compressor 
trailers, and early replacement of two fire engines.

2,085,700

Measure U Park Maintenance 
Improvements (L19706000)

Renovate or replace items at Chorley Park ($250,000), the City 
Cemetery ($650,000), and at various ball fields and sidewalks 
($1 million).

1,900,000

Total Measure U Fund 11,087,700$      

CIP/MYOP Name (Number) Description Budget
Citywide Park Tree Assessment 
(L15000100) (Risk Fund)

Assess City trees in developed parks to identify and address 
any hazards. This may include ISA tree assessments as well 
as tree work, removal, and replacement.

10,000

Security Camera Replacement 
Program (C15000400) (Water, 
Wastewater and Fleet Funds)

Replace or add security cameras for the safety and security of 
employees and City assets. Locations include the City Hall 
complex, 300 Richards Boulevard, and the 24th Street 
Corporation Yard.

93,550

Total Other Funds 103,550$           
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sector performance management based on seven key principles, which can be applied 
to local government planning, budgeting, management, and evaluation to bring together 
critical processes and decision making to improve results.  The seven principles ensure 
that: 
 

1. A results focus permeates strategies, processes, the organization culture, 
and decisions. While compliance with prescribed processes can assure 
fairness, fiscal integrity, or adherence to the law, it does not necessarily result in 
substantial benefits to the public.  Performance management assures that the 
organization’s culture and processes are aligned with the goals the organization 
wishes to achieve.  
 

2. Information, measures, goals, priorities, and activities are relevant to the 
priorities and well-being of the government and the community. To achieve 
results, an organization must first establish goals and performance targets that 
are relevant to stakeholders. It then must ensure that all levels of the 
organization (e.g., policy makers, managers, staff, and others) understand how to 
implement performance management tools that will achieve those goals.  

 
3. Information related to performance, decisions, regulations, and processes 

is transparent, i.e., easy to access, use, and understand. The transparency 
(i.e., completeness, organization, and understandability) of performance 
information is critical to fostering evidence-based planning, budget, and decision 
making.  

 
4. Goals, programs, activities, and resources are aligned with priorities and 

desired results. Effective performance management systems ensure alignment 
among an organization’s goals, priorities, programs, activities, resources, and 
desired results.  

 
5. Decisions and processes are driven by timely, accurate, and meaningful 

data. Collecting, storing, and applying performance data is essential to tracking 
and understanding results.  

 
6. Practices are sustainable over time and across organizational changes. 

“Performance management is not an event, a program, or a quick fix…” Efforts 
must be sustainable, flexible, and adaptable enough to keep up with inevitable 
changes, whether those changes take place within the organization’s leadership 
or the community in which the organization is located.  

 
7. Performance management transforms the organization, its management, 

and the policy-making process. An organization that has been truly 
transformed by performance management uses evidence-based planning and 
management, objective goal setting, and alignment of its structure, systems, and 
resources to achieve its desired results.  

 
The City has been working on performance management with departments to identify 
measures that address these principles. While department sections include a few key 
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measures, there are many additional measures being tracked citywide. The City 
Manager’s Office directly oversees this program and will be hiring a manager focused 
on strengthening existing measures and adding measures that are important to the 
Council, our community, and departments.  

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.  
 
Rising Labor Costs 
On June 30, 2017, the City’s contracts with all but two recognized employee 
organizations will expire (Sacramento Area Firefighters Local 522 [Local 522] and the 
Sacramento City Exempt Employees Association [SCXEA] expire in June 2018). While 
the FY2017/18 Budget is balanced, expenditures are expected to outpace revenue 
growth in FY2018/19 and over the remainder of the General Fund forecast. The final 
salary increases approved by Council for existing contracts are included in the 
FY2017/18 Budget, however, assumptions for future labor cost increases have not been 
included.  
 
Annual Pension Costs–California Public Employees’ Retirement System 
(CalPERS) 
The City’s required payment to CalPERS for pension contributions in FY2017/18 is 
$82.7 million from all funds, $71.5 million in the General Fund. The actual City obligation 
will be reduced through agreements reached with employee groups resulting in the cost 
sharing of $4.8 million, $4.3 million in the General Fund. Cost sharing agreements have 
been reached with all employee groups, with non-safety employees paying 1% and 
safety members paying 3% of salary towards the employer’s cost (excluding post-2013 
CalPERS members subject to the Public Employees’ Pension Reform Act [PEPRA]).  
 
Over the past nine years the City’s pension expense has increased by 28% or $14.5 
million. Over the next eight years, the City’s pension cost is expected to more than 
double what is currently paid. The expected increase is the result of a decision by the 
CalPERS Board of Administration to lower the discount rate from 7.5% to 7%, phased in 
over eight years. The discount rate reduction was approved after review by the Board of 
the current funding status of the retirement fund, projected investment return rates over 
the next decade, an overview of CalPERS assets and liabilities, and discussions with 
stakeholders. The Forecast section of the Budget provides additional information on 
pension cost increases.  
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Measure U 
Measure U, the City’s half-cent transactions and use tax was approved by voters in 
November 2012 and became effective on April 1, 2013, for a six-year term, expiring on 
March 31, 2019. Measure U resources are estimated at $46.5 million that allows 
continued restoration of programs primarily in the Police, Fire, and Parks Departments 
and provides for significant capital improvements of $11.09 million. Additional detail on 
Measure U programming is included in the Forecast and department sections of this 
document. 
 
In February 2017, the Budget and Audit Committee directed staff to begin working on 
information relative to the impact of the loss of Measure U resources and options 
relative to the renewal/extension of Measure U in June 2018. This information will 
include an outline of the programs and services currently funded by Measure U and an 
approach for phasing reductions with the loss of these revenues. Until there is an 
affirmative vote to renew/extend this revenue source, staff will continue to provide 
Council a financial forecast that reflects the expiration of Measure U in March 2019.  
 
It should be noted that based on current fund reserves and planned spending in the 
current year, there will not be sufficient resources available to fund the reserves to the 
level outlined in the adopted Measure U Policy. As such, if spending remains at current 
levels over the term of the measure, transition planning will reflect the depletion of 
remaining reserves in FY2019/20.   
 
OPEB 
The City currently provides a medical insurance subsidy to retirees who meet certain 
longevity standards, on a pay as you go basis. The benefit has been eliminated for new 
employees, except for employees in Local 522.  
 
Several years ago, the Governmental Accounting Standards Board (GASB) set new 
standards (GASB statement 45, subsequently updated by GASB statements 74 and 75) 
that required reporting of the cost of the retiree medical benefit on an accrued actuarial 
basis and to put forward a plan to fund the benefit. At that time, the unfunded accrued 
liability for retiree benefits was estimated to be $380 million. In an effort to address this 
liability, the City, for the first time in FY2015/16, began contributing $1 million annually 
to the City’s OPEB Trust (Trust) and adopted the OPEB Funding Policy. This policy 
directed staff to continue efforts to reduce and eventually eliminate this liability. Council 
also authorized the transfer of any available resources in the CalPERS budget accounts 
at the end of each fiscal year to the Trust.  
 
Continuation of this funding is included in the Budget and is assumed in the General 
Fund five-year forecast. The current estimated OPEB liability is $363 million as of June 
30, 2015 and there is currently $25.5 million in the Trust ($1.1 million of this is for a 
separate trust for Local 522 employees/retirees) to fund this liability. 
  
Transportation Funds 
Dedicated transportation funds include state gas tax apportionments and the City’s 
share of countywide transportation sales tax. These are used to sustain operational 
needs, emergency repairs, comply with regulatory requirements, and where available to 
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replace and modernize aging infrastructure and equipment. Historically, about 70% of 
transportation funding has been used to maintain ongoing operations – funding staff, 
equipment, vehicles, materials, and supplies to maintain the system used by hundreds 
of thousands of automobiles, trucks, cyclists, buses, and pedestrians daily. With 
significant decreases in overall transportation funding, this percentage of dedicated 
transportation funds required just to maintain ongoing operations has been increasing.  
 
The proposed budget focuses on funding critical and mandated day-to-day 
transportation operations and key priorities.  
 
Gas Tax (Highway Users Tax Account):  Revenues from the state gas tax deposited 
into the Highway Users Tax Account are apportioned to cities and counties on a formula 
based on population, vehicle registration, and other factors. Gas tax is restricted to 
specific transportation uses for public roads and associated facilities.  
 
Gas tax has historically been the City’s largest single source of transportation funding.  
Virtually all of it is used to offset operating costs. Gas tax revenues from year to year 
have been very volatile, dependent on overall gas prices and overall demand. The last 
change to the base state gas tax rate was in 1993. Since the base rate is a flat 18 cents 
per gallon, it does not adjust for inflation so has roughly half the spending power it had 
nearly 25 years ago, when it was last increased. The 2010 “gas tax swap,” the actions 
that repealed the sales tax on gas and replaced it with an adjustable excise tax, resulted 
in even greater volatility.  
 
Forecasts of future gas taxes are challenging, as unpredictable global oil prices affect 
gasoline costs that also affect demand.  Without any state action, gas tax revenues are 
likely to continue to drop as overall gasoline use declines with the increase in more fuel 
efficient and alternative fuel vehicles. This forecast assumes a level of $9.5 million 
annually to the City over the next five years, the lowest levels recorded in decades.  
 

City of Sacramento Gas Tax  
(in 000s) 
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To maintain minimum levels of service, the budget relies on gas tax reserves banked 
during years of higher revenue. Under the proposed budget, gas tax reserves will be 
fully exhausted by 2020.  
 
On April 6, 2017, the Legislature approved Senate Bill 1, a transportation funding 
package that provides additional transportation funding for state highways, local roads, 
and transit through increases to fuel taxes, vehicle registration fees, and state loan 
repayments. It also averages out the gas tax swap portion of the tax to eliminate the 
volatility. This legislation is estimated to result in $8 to $9 million in revenue annually to 
the City when fully implemented.  This level of funding would allow the City to avoid the 
continued exponential growth in deferred maintenance. 
  
This legislation also restores and expands state funding programs, potentially allowing 
for more funding for regional programs such as active transportation, local partnership 
programs (provide funding to match local transportation sales taxes on projects), and 
restores local/regional funding to the State Transportation Improvement Program 
(STIP). 
 
The increased gas tax will take effect November 1, 2017, so new revenues will not likely 
be realized until the second half of the fiscal year.  As information becomes available, 
additional Council action on transportation funding is anticipated before or with the 
Midyear Review to address and budget for these revenues. 
 
Measure A (Countywide Sales Tax):  In the 1980s, Sacramento County voters approved 
a half-cent transportation sales tax for countywide improvements. On November 2, 
2004, voters approved a 30-year extension to the measure. This new measure took 
effect in 2009. Measure A funds three ongoing transportation programs to the City: 
Maintenance; Safety, Streetscaping, Bicycle, and Pedestrian; and Traffic Control and 
Safety.  
 
As a component of sales tax, Measure A revenue is based on overall sales countywide. 
After a dramatic decline during the recession, sales taxes have shown steady but 
modest increases. Measure A revenues are anticipated to grow about 3% annually 
through FY2021/22.  
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The proposed budget maintains operations to retain staff and ensure that emergency 
maintenance and ongoing traffic operations are addressed. Operations are funded at a 
greater level with Measure A sales tax funds, reducing opportunities to use those funds 
on projects and programs.  
 
Last November, Measure B, which would have provided another half-cent countywide 
sales tax for transportation purposes, narrowly failed.  
 
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’s Risk Fund to cover capital improvements and 
bridge the gap between revenues and expenditures. Efforts to right-size the fund 
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 and the General Fund is 
making interest only payments.   
 
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 until FY2021/22 
provided the terms of the agreement with Morton Golf, LLC are not modified.  

General Fund Revenues: Options and Opportunities 
The fiscal reality is that given the lack of significant revenue growth above expected 
expenditures, current expenditure commitments are unsustainable. The City’s multi-year 
labor agreements coupled with growing pension and benefit costs are driving 
expenditure growth well in excess of revenue growth. Budget sustainability requires that 
annual operating cost increases be held to a level at or below annual revenue growth 
and/or cutting or eliminating specific expenditures. As stewards of the City’s resources, 
the Council must consider all options and opportunities to ensure that the City’s financial 
position is sustainable over the long-term.  
 

 Evaluate revenue potential related to the regulation of the marijuana 
industry:  As the City moves forward with the implementation of regulations on 
the marijuana industry additional Business Operations Tax (BOT), Sales Tax, 
and Transactions and Use Tax (Measure U) revenues will be received. Staff will 
develop a model to estimate potential revenues based on applications received 
and permits issued for the various types of businesses that will be regulated. 
Revenue estimates will be provided as information becomes available.  
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 Consider changes to the BOT relative to adult use marijuana:  The City’s 
existing BOT rate of 4% applies to the operation of medical marijuana 
dispensaries and will be applied to the adult use marijuana industry. The City 
may want to consider a mechanism to increase the BOT related to the sale of 
adult use marijuana to more than 4%. In 2010 city voters approved a 10% tax on 
recreational marijuana (2010 Measure C); however, approval of the measure was 
tied to the failed 2010 state proposal for recreational legalization. Voter approval 
would be needed to change the BOT rate.  

 
 Update BOT (requires voter approval) (2018):  In 2010, the national consulting 

firm Management Partners recommended that the City pursue changes to 
Sacramento’s BOT. BOT rates have not been adjusted since 1991. During the 
2010 budget hearings the changes were briefly considered but were 
subsequently withdrawn from consideration by the Council at the request of the 
business community. Options include, but are not limited to, providing for a cost-
of-living adjustment and resetting the BOT minimums and caps.  

 
 Direct revenue from redevelopment dissolution to the General Fund:  

Council adopted Resolution 2015-0172 directing the revenue resulting from the 
dissolution of redevelopment to the Innovation and Growth Fund. These are 
General Fund revenues and could be used to support the City’s ongoing 
programs and services.  

 
 Support state legislative efforts to maximize sales and property taxes for 

local government:  The City will continue to oppose legislation that calls for 
additional unfunded mandates on local governments. Further, the City will 
support legislation that increases and protects state-shared revenue, expands 
local opportunities for public-private partnerships, and collection of revenue from 
non-traditional vendors in the areas of transient occupancy taxes for online travel 
companies and Utility User Tax (UUT). The City will also advocate for a solution 
to handicap parking placard abuse to ensure access for those with disabilities 
and to collect needed meter revenue lost due to ongoing abuse.  

Conclusion 
Through the leadership of the Council the City has stabilized our budget while 
continuing providing core services. While revenues continue to experience strong 
growth, increasing pension costs, labor contract pressures, and the expiration of 
Measure U will challenge General Fund budget sustainability over the long-term. As 
such, this year the budget was developed with the goal of limiting the addition of 
ongoing costs in the General Fund to ensure that we limit ongoing expenditure growth 
and strategically set aside one-time funding to soften the impact of any necessary 
transition until structural balance is achieved. 
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