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MEMORANDUM

DATE: June 3, 2005
TO: Mayor and City Council
FROM: Dave Mora, City Manager

SUBJECT: FY 2005-06/2006-2007 RECOMMENDED BUDGET
Introduction

The recommended City budget for FY2005-2006 represents the end of the most difficult few years in
the City’s financial history. The City Council’s formal adoption of a budget that was tentatively
approved after the November 2004 election will firmly establish the long-term financial integrity and
stability of the City’s General Fund. Unfortunately, this will be accomplished at a terrible cost to
residents in the reduction of services and to City employees in the loss of jobs.

The extent of the reductions in services is staggering — twenty-five (25%) percent reductions in
General Fund services and the elimination of one hundred and twenty-three (123) full-time
equivalent positions from the City workforce. Although there has and continues to be significant
discussion regarding the closure of the City’s libraries, the decision to close libraries was the last
major budget balancing action that also included the elimination of management positions in all City
departments, a reorganization of services that eliminated three (3) City departments, the reduction of
maintenance services and programs by one-third, closing all but three (3) City recreation centers,
leasing the Twin Creeks Golf Course to First Tee, the elimination of neighborhood services, graffiti
abatement, support for non-profit agencies, and employee concessions ranging from two (2%)
percent to seven and one-half (7.5%) percent. Although the there has been significant discussion of
these reductions over the last two (2) years, the extent of the damage done to the City must be
reiterated and understood as the reductions in programs and services are negatively impacting the
quality of life for the residents of Salinas.

In spite of the difficulties of the past, the challenge is now to look forward and deal with the reality
of City finances. Beginning on June 7, the City Council will review and consider adoption of the
final, recommended FY 2005-2006 / FY 2006-2007 budget for the City of Salinas and the Salinas
Redevelopment Agency. The two-year budget submittal continues the City’s efforts to provide
longer term financial information regarding services to City residents and the revenues required to
provide those services. Although the City Council will focus on the first year for purposes of
formally adopting a services plan, the second year information and estimates provides a snapshot of
the future that is critical as the City attempts to recover from the financial crisis that has rocked the
City’s finances for over two years. Both the FY 2005-2006 and FY 2006-2007 portions of the
budget are balanced, albeit somewhat precariously in the second year.

The formal adoption of the FY 2005-2006 budget will be somewhat anticlimactic. The document
submitted with this cover message is consistent with direction established after the November 2004
defeat of the sales tax and business utility users tax proposals. Prior to the November election, the
City Council had identified the programs and services that would have to be eliminated if the tax
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measures did not pass. The defeat of the tax measures at the polls was followed by action to
formally eliminate programs and services, including the closing of the City’s libraries. There were
no alternatives to the reductions as there is no revenue to support the programs on a continuing basis.
The full list of reductions is detailed immediately following this transmittal memorandum.

There are two (2) significant differences from the previously approved reductions. First, the
community response to the Rally Salinas challenge has been successful beyond the original $500,000
goal for the campaign. The recommended budget includes a $650,000 library operations budget for
the first six (6) months of the fiscal year. The Rally Salinas campaign will keep libraries open on a
limited basis and save not only services but also fourteen (14) employees from layoff.

Second, the City’s paramedic program will be continued with only minimal General Fund support for
the program. The minimum General Fund support recognizes that the paramedic personnel are also
City firefighting personnel and that their employment with the City continues even without a
paramedic program. Fire management staff, working in collaboration with Departmental personnel,
has identified and secured alternative funding sources for the paramedic program. Although a very
long-time in coming, there is now recognition that County CSA74 funds should be more aggressively
used to support local jurisdictions’ paramedic services in Monterey County. CSA74 funds are
collected County-wide through a $12 per parcel assessment. Approximately $100,000 in CSA74
funds will be made available to Salinas through the remainder of calendar year 2005 to support the
paramedic service. (As a point of reference, with over 30,000 parcels in Salinas, over $360,000 in
CSA74 funds are paid by Salinas taxpayers.) Additionally, the current ambulance service provider,
American Medical Response, has negotiated a contract with the City that will provide over $100,000
in revenue for paramedic services for the balance of 2005. The recommended budget assumes that
those sources of revenue will be available on a continuing basis throughout the remainder of
FY2005-2006 and on a continuing basis thereafter for the support of paramedic services.

The recommended FY2005-2006 budget also includes funding for three (3) new and significant
items. The one (1) item with an impact on the General Fund is the one-time investment required for
the recruitment and training of as many as fifteen (15) new Fire Department personnel as at least that
many incumbent City Fire Department personnel retire during the next twelve months. The
retirements will coincide with the implementation of the enhanced public safety retirement benefit
for IAFF and FSA represented employees. The estimated cost of recruitment and one-time payment
of accrued benefits for retiring personnel is $855,000

The other two (2) new items do not have a General Fund impact. FY2005-2006 will include federal
funding for the joint City / County Gang Task Force efforts. The funds were awarded to the City
after a concerted effort on the part of both the City and County working with Congressperson Farr
and US Senators Boxer and Feinstein. The federal funds will add six (6) police officer positions to
the City’s Police Department.

The final new item is opening and operation of the downtown parking structure. This budget
includes a recommendation to establish a Downtown Parking District Enterprise Fund that will




