
    

  

City of Alameda  
2263 Santa Clara Avenue 
Alameda, California 94501 
(510) 747-4881 

 
 
 

 
 
June 28, 2011 

Honorable Mayor and Members of the City Council: 

The City of Alameda’s Annual Budget for Fiscal Year 2011-2012 and the Budget Forecast for Fiscal 
Year 2012-2013 provide a comprehensive financial framework for all City services for the next two 
years.  The budget was prepared during the most difficult economic time the City has faced in years, 
with revenues stagnant and employee costs rising.  Despite these challenges, the Annual Budget for 
Fiscal Year 2011-2012 is both fiscally sound and balanced.   
 
Overview of the Proposed Operating Budget and Forecast 

Structural Deficit Issues 
 
At the March 31, 2011 budget presentation, staff presented a forecast that showed very difficult budget 
times ahead, with the City quickly spending all of its fund balance absent corrective actions.  The 
proposed budget contained in this document shows that that the situation has gotten worse, rather than 
better.  The $6.2 million deficit projected in March has grown to approximately $7.5 million.    
 
As discussed in March, the City is not facing a problem just this year.  Rather, we will continue to face 
$7 - $9 million deficits through FY 15-16 unless significant, structural changes are made in the way we 
do business.  The City Council and staff have been successful at reducing our budget without impacting 
the community too dramatically.  Unfortunately, those days are over.  
 
The budget reductions proposed and contained in this document will affect all City departments, and, 
more importantly, the entire Alameda community.  The days of tinkering around the margins are over.  
We have made the easy cuts, and we have insulated the community to the best of our abilities.  We no 
longer have that luxury.   
 
The budget reductions staff is proposing for the upcoming fiscal year will not solve the entire $7.5 
million problem.  In order to ensure a more measured transition to a reduced level of service citywide, 
the proposed budget also relies on the few remaining one-time solutions and the use of a portion of 
fund balance (or reserves) to ensure a balanced budget for FY 11-12.   
 
Any decrease in the proposed budget reductions or in the use of one-time solutions will result in the 
need to further reduce the City’s reserves.  Because reserves are a finite resource, spending down the 
reserves is neither fiscally responsible nor a long-term solution.  Moreover, it will leave the City 
vulnerable in the event of a major natural disaster or an even more dramatic downturn in the economy. 
 
In order to preserve this community in the future, the City must take bold action now to reduce services 
and seek long-term solutions to the fiscal challenges facing Alameda.  
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Revenue and Expenditure Forecasts 
 
The General Fund’s major sources of revenue to finance operations include property taxes and other 
taxes, including utility user tax, franchise taxes, transfer, vehicle and hotel taxes.  Together these 
revenue groups comprise 74% of total revenues for FY 11-12. The remaining 26% include revenues 
such as sales tax, departmental revenues, cost reimbursements from other funds, and other revenues 
such as interest revenues.  Total General Fund revenues for FY 11-12, excluding the receipt of one-
time funds, are projected to be approximately $67 million, with a slight projected increase to $68 million 
in FY 12-13.  These revenue estimates are approximately $5 million less than those for FY 10-11, 
which benefited from increases in the property transfer tax as a result of the sale of the Alameda Towne 
Centre and several other one-time revenues that the City received during FY 10-11. 
 
Most of the General Fund revenues have been negatively affected by the ongoing economic downturn.  
The economy is expected to continue to remain weak over the next two years, and revenue recovery 
for cities will lag behind any recovery in the private sector.  In fact, a full return to the prosperous 
revenue levels of a few years ago is unlikely in the near future.  The revenue projections are based on 
staff’s analysis of local conditions based upon information received from a number of sources, including 
the City’s sales and property tax consultant; information provided by the County Assessor’s and State 
Controller’s offices; and the League of California Cities. 
 
General Fund Expenditures, before any of the proposed reductions, are projected to increase to $74.6 
million (3%) in FY 11-12 and to $74.9 million (<1%) in FY 12-13.  The increase in expenditures is 
largely due to two main factors:  increases in retirement rates and in health insurance rates.  The 
California Public Employees Retirement System (PERS), which is the retirement system in which all 
full-time employees are enrolled, is increasing the rates it is charging the City of Alameda by 2% for 
Miscellaneous (civilian) employees and by 6% for Safety (sworn Police and Fire) employees.   Health 
insurance rates are projected to increase for all employees by 14% this fiscal year.   
 
Like many California cities, 66% of General Fund expenditures go towards Public Safety (34% for 
Police, 32% for Fire), with the balance allocated for a portion of Recreation and Parks, Public Works, 
administrative functions, transfers out for retiree benefits, capital and maintenance projects, and debt 
service on existing bonds. 
 
Addressing Projected Deficits for Fiscal Year 2011-2012 
 
Staff began working in late 2010 to develop options for addressing the City’s fiscal challenges.  In this 
budget, staff recommends a balanced approach that uses a combination of program cuts and service 
reductions (with accompanying staff reductions), the redesignation of funds previously set aside for 
discretionary capital improvements, and the use of a small amount of existing General Fund reserves.  
Even with the use of a portion of the reserves, the City is still able to maintain available reserves at a 
level of 21% of annual expenditures ($15 million) at the end of FY 11-12, in accordance with prudent 
fiscal policies previously approved by the City Council.   
 
Proposed Expenditure Reductions 
 
In developing a balanced budget for Fiscal Years 2011-2012 and 2012-2013, staff focused on 
maintaining progress on important City goals across the organization, while looking for opportunities to 
save money by reducing expenditures in areas outside of core, street-level services to the greatest 
extent feasible.  As discussed with the City Council at the May 31, 2011 budget workshop, all City 
departments were tasked with developing scenarios in which they reduced their budgets by 5% and 
10%.  Given prior budget reductions, this was a difficult process.  Nevertheless, all of the departments 
worked diligently to put forth budget reduction options that, together, will help the City save more than 
$3 million on an annual basis for the next two fiscal years. 
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A summary of the proposed reductions and other major changes for each department follows: 
 

General Government: $328K (7%) – The General Government departments include the City 
Council, City Manager’s Office, City Attorney’s Office, and the City Clerk’s Office.  The 
Information Technology function is a division within the City Manager’s Office.  The reductions in 
this area include reorganizations of the City Attorney’s and City Manager’s offices, a reduction in 
memberships for the City Council, and a reduction in contractual services for the City Manager’s 
Office and the Information Technology Division.  The City Clerk’s Office assumed control of the 
City’s cable studio during FY 10-11.  Funds for this purpose have been added to the City Clerk’s 
Office budget. 
 
Administrative Services: $195K (6%) – The Administrative Services departments include Human 
Resources and Finance.  The Human Resources Department is reducing its use of contractual 
services and materials and supplies in order to meet its 5% target.  The Finance Department will 
use in-house staff versus hiring an external consultant to prepare a fee and cost allocation study 
in FY 11-12. The department will also conduct a business license audit of unregistered 
businesses in FY 11-12.  This audit will be completed by an outside consultant on a contingency 
basis.   

 
Fire: $800K (3.5%) – The Fire Department’s minimum daily staffing requirements make large 
reductions difficult.  Nevertheless, the Fire Department is eliminating one Deputy Fire Chief, 
reassigning the second Deputy Fire Chief to a Division Chief position, and eliminating several 
non-sworn staffing positions, for a total reduction of four full-time equivalent (FTE) positions.  
The department is also reducing its budget for materials and supplies.   

 
 Police: $1.3 million (5%) – In order to preserve Police Officers on the street, the Police 

Department plans to outsource the Alameda Animal Shelter to a neighboring community, 
thereby saving more than $700,000 annually, primarily through the elimination of five FTE 
positions.  Although the Animal Shelter will still be served by two part-time Animal Control 
Officers and its dedicated volunteers, the services offered will be greatly reduced.  In addition, 
the Police Department is eliminating four vacant Police Officer positions, including two from 
Investigations and two from Traffic.  Taken together, the department will see a reduction of nine 
FTE positions. 

 
 Recreation and Park: $325K (7%) in FY 11-12, $458K (10%) in FY 12-13 – In order to preserve 

street-level services to the community, the Alameda Recreation and Park Department will take 
advantage of the impending retirements of its Director and Executive Assistant at mid-year by 
filling those positions at a lower level.  In addition, the department will reduce its staffing by 
three additional FTE positions.  Finally, the department will reduce the number of free after 
school playground program sites from ten to five.   

 
 Public Works: $214K (15%) – The Public Works Department is primarily funded by monies 

outside the City’s General Fund such as the Gas Tax Fund and the Sewer Fund.  In order to 
reduce its General Fund spending, the department will reallocate its Traffic Operations program 
to its Gas Tax Fund.  In addition, the department will reduce its staffing by three FTE positions.   
These three positions are funded across multiple funds.  In addition, the Public Works 
Administration function, which is currently split between the Maintenance Services Center and 
City Hall West, will be consolidated at City Hall West.  All phone calls and counter assistance 
will be handled at City Hall West. 

 
Library: $153K (7%) – The Library Department is primarily funded by special property tax 
revenues and a transfer from the City’s General Fund.  In order to reduce its General Fund 
support, the Library will reduce the number of open days at the branch libraries from five to four.  
The Library will also reduce the hours the Main Library is open during the week from ten to 
eight.  Although no FTE positions are affected, the Library will reduce its part-time staffing to 
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accommodate these changes.  A prior proposal to close the Main Library on Sundays was 
rejected by the City Council, and that cost of approximately $10,000 has been added back to 
the budget.   
 

Use of One-Time Funds and General Fund Available Reserves 

(7.5)$         (6.9)$         (8.6)$         (8.8)$           (9.1)$           

(7.0)$         (15.8)$         (24.9)$         
N/A N/A N/A

 
To address the remaining $4.3 million of the deficit for FY 11-12, staff is also proposing the use of the 
following one-time funds and reserves: 
 
• Redesignation of Discretionary Capital Improvement Funds ($2.6 million) 
• Add back Golf contributions for six months ($290K) 
• Repayment of loan made to Fleet Industrial Supply Center fund for public safety services ($480K) 
• Use of General Fund Available Reserves ($894K) 
 
If all of the above items are implemented, the City’s General Fund is projected to have available 
reserves of approximately $15 million (21% of annual expenditures) at the end of FY 11-12.  This meets 
the City Council’s goal of maintaining a General Fund reserve level of at least 20% of annual 
expenditures. 
 
Five Year Forecast 
 
As previously mentioned, the downturn in revenues and projected increase in costs has resulted in staff 
projecting General Fund deficits ranging from $7 to $9 million annually during the next five fiscal years.  
Absent any corrective action, the City’s available reserves will be exhausted during FY 13-14.   
 

11-12 12-13 13-14 14-15 15-16
Revenues 67.1$         68.0$         70.1$         72.2$          74.3$          
Expenses 74.6           74.9           78.7           81.0            83.4            
Deficit For Year
Ending Available Fund 
Balance 8.4$           1.5$           
% of Expenses 11% 2%

5 Year Projections for FY11-12 through 15-16
(In Millions) - without proposed changes

 
 
The five year forecast includes the following assumptions: 
 
• Assumes revenue growth of 2-3% annually, versus average revenue growth of 6% that occurred 

between the 2003-2004 through 2007-2008 fiscal years. 
• Incorporates new Miscellaneous and Safety Public Employee Retirement System (PERS) rates – 

Miscellaneous rates are projected to rise from 12.7% in FY 10-11 to 19.3% in FY 15-16, and Safety 
rates are expected to increase from 31% in FY 10-11 to 44.5% in FY 15-16. 

• Assumes health and Retiree Health (Other Post-Employment Benefits) increases of 14% per year. 
• Assumes no salary increases through FY 15-16; does not include any savings or additional costs 

that may result from any proposed employee memorandums of understanding (MOUs). 
• Assumes 2-3% annual increases for all non-personnel expenses resulting from inflation. 
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If all of the reductions and use of one-time funds are approved, the City’s financial picture will improve 
dramatically, although a significant amount of work remains, as available reserves are still projected to 
be exhausted by FY 15-16. 
 

11-12 12-13 13-14 14-15 15-16
Revenues 67.5$         68.2$         70.1$         72.2$          74.3$          
Expenses 75.0           76.0           78.7           81.0            83.4            
Less Reductions (3.1)           (3.2)           (3.6)           (3.7)             (3.8)             
One-Time Funds 3.5             0.7             
Deficit For Year
Ending Available Fund 
Balance 15.1$         11.2$         6.2$           1.1$            
% of Expenses 21% 15% 8% 1%

5 Year Projections for FY11-12 through 15-16
(In Millions) - with reductions

(0.9)$         (3.9)$         (5.0)$         (5.1)$           (5.3)$           

(4.2)$           
N/A  

 
Potential State Impacts on the Budget  
 
As in prior years, the State of California continues to wrestle with large budget deficits, and the 
Governor and Legislature have found it difficult to agree on ways to balance the State’s budget.  As a 
result, local governments must prepare their budgets with the knowledge that the State may take 
actions that will significantly affect their budgets in the future.  The most significant challenge at the 
State level is the potential reduction or elimination of the City’s redevelopment agency, a critical tool the 
City uses to create jobs, improve infrastructure, and build affordable housing.  In January, Governor 
Brown proposed to eliminate redevelopment agencies statewide in order to save $1.7 billion, a figure 
that the California Redevelopment Association deems grossly inflated.  The Governor’s proposal fell 
one vote short of passing in March.  In mid-June, the State Legislature passed two budget trailer bills 
intended to eliminate redevelopment agencies.  Although the Governor vetoed the main budget bill, it is 
not clear as of this writing whether or not the redevelopment elimination bills will be signed.  Given this 
uncertainty, the City’s budget assumes a 15% reduction in redevelopment funding, which has a 
significant impact on the CIC budget.  Due to this reduction, combined with other existing CIC 
obligations, the CIC will be eliminating two FTE positions; eliminating annual contributions to the local 
business associations; reducing discretionary funds available for special events and catalyst projects; 
and minimizing discretionary repayment obligations. 
 
There are several other items still being resolved at the State level that could have a significant impact 
on the City’s budget: 
 
• The elimination of State Police Citizen’s Options for Public Safety grants ($100,000 on an annual 

basis) due to the possible expiration of the increase in Department of Motor Vehicle (DMV) fees on 
July 1, 2011 

• The deferral of revenues received from the State for reimbursements for mandated items ($50,000) 
• The reinstallation of jail booking fees by counties due to the possible expiration of the increase in 

DMV fees on July 1, 2011 
• A reduction in funds received from the State for library operations by up to $20,000 
 
Staff will continue to monitor developments regarding the State’s budget and will provide the City 
Council with an update should any additional changes to the budget become necessary. 
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Departmental Goals for Fiscal Year 2011-2012  
 
In spite of the significant budget reductions noted above, the City’s departments have a number of 
significant goals planned for FY 11-12 and beyond.   
 
City Council 
 
 Enforce fiscal sustainability in all City programs and services and consider options for reducing the 

City’s Other Post-Employment Benefits liabilities. 
 Evaluate management practices to ensure high-quality customer service to Alameda’s residents 

and businesses. 
 Continue to work with staff and the Alameda Unified School District to develop ways to jointly serve 

the Alameda community. 
 Direct policy initiatives, as necessary, that focus on economic development and the health, safety 

and quality of life in the Alameda community. 
 
City Attorney 
 
 Provide high-quality, cost-effective legal services that are responsive to the needs of the legislative 

bodies and staff of the City of Alameda. 
 Continue resolution of pending litigation matters at lowest possible costs to the City, while 

maintaining a strong City defense strategy. 
 Offer legal and risk management services necessary to minimize City liability and exposure. 
 
City Clerk 
 
 Ensure compliance with the Brown Act, Elections Code, Fair Political Practices Commission 

regulations and the Public Records Act. 
 Improve the availability of records and information on the City’s website and in electronic format to 

achieve greater public accessibility. 
 Provide accurate and impartial election information to candidates, campaign committees and the 

public. 
 
City Manager 
 
 Provide leadership in the development of solutions to the current fiscal challenges, including 

reducing costs, streamlining the organization, fostering economic development, exploring new 
revenue sources, and promoting interdepartmental cooperation. 

 Work to transition the Chuck Corica Golf Complex from a City operated facility to a facility under 
long-term lease to a private golf management company. 

 Continue to focus on the redevelopment of Alameda Point. 
 In the wake of the State’s actions to dismantle redevelopment, work to provide alternative funding 

sources to continue some redevelopment-related activities, such as business attraction and 
retention. 

 
Finance 
 
 Manage the financial resources of the City consistent with financial policies and budget principles 

established by the City Council. 
 Provide accurate and timely budget and financial reports to City departments to assist in meeting 

departmental missions 
 Work with an outside third-party consultant to conduct an audit of unlicensed firms conducting 

business within the City. 
 Implement a revised cost allocation and fee study through the use of internal staff. 
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Human Resources 
 
 Assist the Executive Management Team to plan, manage, and coordinate changes to the City 

organization that make it more adaptable to changing circumstances, operationally efficient, and 
fiscally healthy. 

 Conduct and complete negotiations for fiscally responsible successor agreements with labor 
organizations whose contracts have or will soon expire. 

 Review requirements of federal and state mandates to ensure that the City is in compliance. 
 
Library 
 
 Provide a broad and diverse collection of books and other library materials to meet the varied 

interests and needs of the community. 
 Use new technology to optimize the development and delivery of library services. 
 Provide library programs and publications to educate, enrich, and inform library users.  

    
Recreation and Park 
 
 Implement a number of facility improvements through the use of Proposition WW Bond Act funds, 

including the replacement of the recreation building in Krusi Park and replacement of the Encinal 
Boat Ramp restrooms.      

 Continue to work with the local youth sports organizations and AUSD to explore options for 
increasing and improving athletic fields and other joint use opportunities. 

 Assist in negotiating a long-term agreement for the operation and maintenance of the Corica Golf 
Complex.      

 Complete the Park Master Plan. 
    
Community Development 
 
 Prepare and administer equitable and flexible land use plans, regulations, and programs that 

support viable and sustainable community development.      
 Develop and implement policies and regulations that promote environmental sustainability.   
 Provide funding and technical assistance through the Commercial Façade Assistance Program to 

approximately 18 - 20 small businesses to revitalize the City’s historic Main Street districts and 
stations.  

 Facilitate the reuse and redevelopment of former federal lands by effectively implementing 
contractual development documents for Alameda Landing and Alameda Point.  

 
Fire 
 
 Protect and preserve the lives and property of the residents of Alameda during emergencies.  
 Enhance efficient service delivery through the use of new technology, improved training methods, 

and regional and community partnerships.      
 Analyze and develop solutions to enhance emergency medical service delivery within the City.  
 Evaluate options for restructuring the department’s organization and operations to promote more 

efficiency.  
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Police 
 
 Respond to Priority One and non-emergency calls for service within designated time frames.   
 Enhance efficient service delivery through the use of technology.    
 Increase efforts in traffic enforcement to reduce the number of pedestrian-related accidents.   
 Continue operating the School Resource Officer Program, providing law enforcement liaison 

services to public high schools and middle schools.   
 
Public Works 
 
 Provide cost-effective planning, design, construction, and maintenance of public infrastructure that 

minimizes or reduces future operating costs and liabilities.       
 Pursue local, regional, state, and federal funding opportunities to address deferred preventative 

maintenance needs.      
 Support City operations with a safe, functional, and reliable fleet of vehicles through cost-effective 

maintenance and repairs and continue to incorporate alternative fuel vehicles into the City fleet.  
 Plan, develop, and maintain a flexible and efficient multi-modal transportation system.   

  
Capital and Maintenance Projects Proposed for Fiscal Year 2011-2012  
 
Public Works is recommending capital projects totaling approximately $13 million and maintenance 
projects totaling approximately $4 million for FY 11-12, which include a variety of street, building, 
sewer, park, and traffic projects.  The majority (59%) of the costs of the capital projects relate to sewer 
improvements required as a result of new wet weather sewer overflow mandates and Clean Water 
Permit requirements.  The General Fund is scheduled to contribute over $1 million during FY 11-12 
towards the capital and maintenance project programs.  The Capital Improvement Section of the 
budget provides additional details regarding the projects proposed to be funded for FY 11-12. 
 
Taking the Next Steps in Addressing the City’s Structural Deficit 
 
As part of the May 31, 2011 budget study session, the City Council directed staff to immediately begin 
working on steps to tackle the structural deficits that the City will be facing in FY 12-13 and beyond.  As 
part of this process, the City Council directed staff to begin negotiations with employee bargaining units 
regarding such cost-saving measures as furloughs; cost-sharing for PERS retirement, health premiums, 
and other benefits; a cap on City OPEB contributions for future retirees, and a two-tier system for future 
employees for PERS, health, and OPEB, and reductions in pay and staffing. 
 
On the revenue side, the City will implement the results from the fee and cost allocation study that the 
Finance Department will conduct during FY 11-12.  Staff will also hire a professional polling firm to 
conduct a survey of residents to determine their willingness to support various types of revenue ballot 
measures, including increases in sales and property taxes, transient occupancy and property transfer 
taxes, utility user taxes, and business license taxes: 
 
Summary 
 
In spite of decreased revenues, the City is able to present a balanced budget for the General Fund for 
FY 11-12 through a combination of significant, structural budget reductions, the use of one-time funds, 
and the use of a small portion of available General Fund reserves.   
 
Unfortunately, the City’s difficult fiscal challenges will not end with the passage of this budget.  For that 
reason, staff will begin work in July to address the additional fundamental structural changes needed in 
the future, including negotiating with the City’s labor groups and working with a professional polling firm 
to determine the community’s level of support for various types of revenue measures. 
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This budget is the product of considerable time and attention over the past year to strategic, fiscal and 
operational planning by the City Council and City staff.  In particular, thanks are due to members of the 
City’s Executive Management Team and to the City Manager’s Office and Finance staff who produce 
the budget document.  These staff have contributed critical insights and untold hours of dedicated work 
to this major undertaking. Every manager in the organization was involved in a significant way in 
helping us develop a responsible and balanced approach to creating this budget. 
 
On behalf of all City employees, we look forward to working with the City Council and the community as 
we implement this policy document.  I am confident that the result of our efforts will be a continuing 
commitment to providing high-quality services to the Alameda community, albeit at a reduced level, 
investing in and maintaining facilities and infrastructure, and proactively responding to changing fiscal 
realities. 
 
Respectfully submitted, 
 

 
 
Lisa Goldman 
Assistant City Manager 
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