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could be eligible for RDA funds, giving consideration to the RDA budget constraints and
limitations under state law. Our goal should be to maximize opportunities for RDA
support of capital projects and services with $1-2 million at a minimum as our goal.

h. Billboard Advertising: One proposal considered and supported during the telephone
survey and Neighborhood Session was an increase in billboard advertising in the city.
This proposal could add at least $4 million in additional revenue to the General Fund to
continue and preserve vital programs. However, additional billboard advertising could
change the character of our city. Before including this proposal in future years, the City
Manager is directed to conduct business and community outreach.

i. Additional Preposals: The City’s Structural Deficit Elimination Plan is an evolving
document designed to be amended as ideas are implemented and new suggestions arrive.
If approved by the City Council, my office and the City Manager’s Office will conduct
outreach to Council Districts over the next couple of months. The Community Budget -
Working Group will also be proposing ideas for solving our structural budget deficit and
we welcome their suggestions. The City Manager is directed to review and consider
additional proposals from any ideas that may come from these efforts.

Redevelopment Agency .

The Redevelopment Agency continues to be a catalyst that stimulates:

e Economic Growth

e Job Creation

e Affordable Housing

e Neighborhood Improvements

The Agency’s ability to operate depends on tax increment revenues from its project area
assessments reported by the County Assessor in July 2009. In light of the Agency’s need to fund
its operations until the tax increment revenue base is known in July, I recommend the Agency
prepare the Fiscal Year 2009-2010 Proposed Operating and Capital Budget and the proposed
Fiscal Year 2009-2010 Capital/Program Budget and Fiscal Year 2010-12 Capital Improvement

Program on August 31, 2009.

The August 31, 2009 budget would provide necessary funding for ongoing staff costs and
contractual obligations to the City and County. The August 31, 2009 budget will: a. Update the
Agency’s future bonding capacity based on the 2009-2010 tax increment and projections for
future growth, and b. Include ongoing expenditures for the Agency and contractual obligations
related to the City and County in the source and use of funds summary.



March Budget Message for Fiscal Year 2009-2010

‘March 13, 2009

Page 23

CONCLUSION

The overall goal of this Message is to direct Council Appointees to develop their budget
recommendations that reflect the policy priorities of the Mayor and City Council. I have
outlined a strategy that will balance our ability to continue to provide basic services to our
community, help our economy, build strong neighborhoods, stabilize our budget, and as much as
possible, prevent the layoffs of the dedicated employees who serve the people of San José. 1

urge approval by my colleagues.

COORDINATION

This memorandum has been coordinated with the City Manager, City Attorney, and
Redevelopment Agency Executive Director.



10.

11.

12,

Attachment I

2009-2010 Budget Balancing St‘rat:egy Gu_ide_'lines._._ 3

‘Develop a budget that balances the City's delivery of essential services to the community,

including building strong neighborhoods and supporting economic growth, with the
resources available.

Every effort should be made to resolve the projected budget deficit with ongoing revenue
and expenditure solutions to ensure no negative impact on future budgets to maintain the
City’s high standards of fiscal integrity and financial management. One-time funding
sources, however, may be used to mitigate the impact on the community or to provide time
for service delivery optimization efforts.

Use fee increases to assure that operating costs are fully covered by fee revenue and
explore opportunities to establish new fees for services, where appropriate.

Explore expanding and/or re-directing existing revenue sources and/or adding new revenue
sources for addressing both the General Fund structural deficit and unfunded needs as
outlined in the General Fund Structural Deficit Elimination Plan.

Focus on protecting vital core City services for both the short- and long-term. Analyze all
existing services and target service reductions or eliminations in those areas that are least
essential. To the extent possible, use the Analytical Framework for Service A
Reductions/Eliminations to assist in service delivery optimization opportunities or identify

services that should be eliminated.

Defer any new program commitments and initiatives or program expanéions, unless those
program commitments stimulate the local economy, job creation, new revenues, have a
significant return on investment for the General Fund, and/or are funded through
redeployment of existing resources.

Explore alternative service delivery mechanisms (e.g., appropriate community partnerships,
public-private partnerships, working with other jurisdictions, outsourcing/in sourcing services
delivered by City staff, etc.) to ensure no service overlap, reduce and/or share costs, and
use our resources more efficiently and effectively.

Focus on business process redesign to improve employee productivity and business
practices, including streamlining, innovating, and simplifying City operations (e.g., using
technology) through employee engagement and empowerment so that services can be
delivered with quality, flexibility, and lower cost.

Use the General Plan as a primary long-term fiscal planning tool and link ability to provide
City services to development policy decisions.

Continue to make community and employee engagement a priority for budget balancing
idea development.

Assuming positions are in the right program, make every effort to eliminate vacant positions,
rather than filled positions, to minimize the number of employee layoffs. As programs are
reduced or eliminated, ensure that management and administration are reevaluated

accordingly.

Explore personal services cost savings, subject to the meet and confer process where
applicable, by 1) considering further incorporation of total compensation bargaining
concepts into the meet and confer process and focusing on all personal services cost
changes (e.g., salary step increases, benefit cost increases), 2) civilianizing more sworn
positions, 3) exploring alternate benefit structures for néew employees, and 4) changing
employee/retiree health care benefit plan designs.




GENERAL FUND STRUCTURAL DEFICIT
ELIMINATION PLAN UPDATE

‘Fiscal Year:

COST SAVINGS STRATEGIES

"2009-2010

2010-2011

2011-2012

2012-2013

Total

1. Optimization and Service Delivery Model Reviews

Review service dslivery models through example strategies below:
a. Business process redesign (through employee involvement and
empowermnent)
Use of technology to achieve efficiencies
Insourcmg/outsouming
Streamlining
Third-party program audiiing
Charter agencies (concept only)
Employee engagement and suggestion program
‘Use of public safety civilian Ppositions
Modify minimum Fire staffing policies where appropriate hased on Fire
Strategic Plan

Fptm e po o

(Budget Balancing Guideline #7, 8, 10)

$0.5M

$1.5M

$2. 7™

$3.9M

2013-2014

$5.2M

$14.1M

2. Increase Sam Jose Redevelopment Agency (STRDA) support te General
Fund

Example ideas where STRDA could fund projects which General Fund would
otherwise support:

a.  Prioritize STRDA Capital Funding for Bconomic Development
Activities

b. Retrofit to smart lights in SJRDA areas

¢’ Modernize parking meters in STRDA areas

d. Shift additional economic development, code enforcement activities in
SIRDA areas

(Budget Balancing Guideline #4, 7)

$1L.oMm

$1.0M

$1.0M

$1.0M

51.0M

$5.0M

* Does not includz one-time implementation casts




GENERAL FUND STRUCTURAL DEFICIT

COST-SAVINGS STRATEGIES

Fiscal Year:

ELIMINATION PLAN UPDATE

2009-2010 | 2010-2011 2011-2012

2012-2013

2013-2014

Total

3. Shift Healthy Neighborhood Venture Fund Funding to General Fund

Assumes $10M annual funding remains; shifts forecasted increases of tobacco.

settlement funds

(Budget Balancing Guideline #4, 7)

$1.2M $0.2M $0.1M

- §02M

$L.™

4. Reduce Rate of Increase in Personnel Costs

Reduce personnel costs annually through strategies below and/or ideas

developed from negotiations:

Implement sick leave payment, modifications upon retirement
Implement a two-tier retirement benefit

Revise workers’ compensation program

Implement workers’ compensation offset for public safety
Revise overtime eligibility policies

Implement healthcare insurance provider cost containment

Fmthe oo p

* receives many qualified applicants
i. Implement health care plan modifications
Modify binding interest arbitration**

.

(Budget Balancing Guideline #12)

Increase time, amount and method to reach maximum comp ensation

Reduce entry level compensation for positions for which the City

$1.0M $3. 7™M $3.7M $3.™

$3.™

$15.8M

COST SAVINGS STRATEGIES SUB-TOTAL

$2.5M $7.7M ; $7.6M $8.7M

$10.1M

$36.6M

* Does not include one-time implementation costs
**Requires voter approval




GENERAL FUND STRUCTURAL DEFICIT
ELIMINATION PLAN UPDATE

REVENUE STRATEGIES Fiscal Year: | 2009-2010 | 2010-2011 201.1-2012 2012-2013 2013-2014 Total
S. Formalize and Implement a Rigorous Asset Management Program .
(Budget Balancing Guideline #4) $0.3M $1.0M $1.0-4.0M $1.04.0M | $1.0-4.0M | $4.3-13.3M
6. Ensure Current Fees Fully Cover All City Costs and Institute New Fees
where Appropriate $3.0M $2.0M $2.0M $2.0M $2.0M $11.0M
Develop néw fees/fines and bring existing fees to full cost recovery where
approptiate .
Examples include;
2. Advance planning fee
b. Parking fees/fines
c. Entertainment Zone Policing Plan
d. Parks, Recreation and Neighborhood Services fee structure /
e. Existing fee/fine increases
(Budget Balancing Guideline #3)
7. Actively Pursue and Promote Economic Development Opportunities
Examples i::clude : o _ $1.0M $1.0-2.0M §1.0-2.0M | $1.0-2.0M | $4.0-7.0M
a. Expansions of Santana Row and Valley Fair
b. Business cooperative program
c. Preparing retail development sites
(Budget Balancing Guideline #1, 4)
8. Restructure Business Tax Rates to Modernize and Reflect Current oM
Business Profile** _ $1.0-6.5M | $1.0-6.5M _ — §2.0-13.
Examples include:

a. Modemize rates by indexing to current consumer price index (CPI) and
raising maximums

b. Restructure business tax formula '

(Budget Balancing Guideline #4)

* Does not include one-time implementation costs
**Requires voier approval




| GENERAL FUND STRUCTURAL DEFICIT
/ ELIMINATION PLAN UPDATE

)
REVENUE STRATEGIES : Fiscal Year: | 20092010 1°2010:2011 | 2011-2012 | 20122013 | 2013-2014 Total
9. Implement Landscape and Lighting District**
_ $1.3-1.5M $1.2-1.5M ___ — $2.5-3.0M
Explore various landscape and lighting district options to cover costs related to

the City's transportation infrastructure assets and operations
(Budget Balancing Guideline #4)

Library Parcel Tax Renewal**
Not a new strategy but will impact future ballot decisions; sunsets in 2014

* Does not include one-time implementation costs

**Requires voter approval; Landscape and Lighting Districtvis mail-in ballot of property owners




GENERAL FUND STRUCTURAL DEFICIT
ELIMINATION PLAN UPDATE

General Fund Structural Delicit Elimination Plan

OTHER REVENUE STRATEGIES (nor included in subtotal belaw)

Net Impact of Strategies on General Fund~

Fiscal Year:

2009-2010

2010-2011

2011-2012

2012-2013

2013-2014

Total

10. Increase Revenues from Visitors Whao Benefit from General Fund
Services**

a. Parking ot tax of 10% on City and STRDA owned lots
b. Parking lot tax of 10% on all public and private lots

(Budget Balancing Guideline #4)

a) $2.6M
b $4.5M

a) $2.6M
b 34.5M

$5.2-9.0M

11. Increase Conveyance Tax and/or Shift Consfruction and

Conveyance Tax Funding from Capital Projects to Operations and
Maintenance**

Increase by 50%; with a shift of up to 40% of parks allocation to park
maintenance and maintaining current allocation

_(Budget Balancing Guideline #9)

$5.4M

35.4M

$10.8M

12. Imcrease Card Room Tax, Increase Number of Tables, and/or Levy
Tax on Card Room Bank Groups**

a. Increase Card Room tax from 3% to 18%
b. Increase number of tables per card room by nine and increase the |
tax to 18%

c. Levy 18% Tax Card Room Bank Groups
(Budget Balancing Guideline #9)

32.0-8.4M

$2.0-8.4M

34.0-16.8M

REVENUE STRATEGIES SUB-TOTAL

53.3M

$6.3-12.0M

$6.2-16.0M

$4.0-8.0M

$4.0-8.0M

$23.8-47.3M

* Does not include one-time implementation costs
**Requires voter approval




GENERAL FUND STRUCTURAL DEFICIT
ELIMINATION PLAN UPDATE

General Fund Structural Deficit Elimination Plan

Net Impact of Strategies on General Fund™
SERVICE REDUCTIONS/ELIMINATIONS STRATEGIES
Fiscal Year: 2009-2010 2010-2011 2011-2012 2012-2013 2013-2014 Total
13. Service Reductions/Eliminaticns $61.3M $22.9-29.6M $9.4M _ — $93.6-100.3M
Service reductions and eliminations will be
accomplished on an annual basis through the budget
pracess which considers the goals of the City Council,
and involves an outreach process within the City
organization and in the community. In addition, the City
will utilize the Analytical Framework for Service
Reductions/Eliminations, when finalized, as discussed in
 this Plan,
(Budget Balancing Guideline #l1, 5)
SERVICES REDUCTIONS/ELIMINATIONS g 4 $0.0M $0.0M $93.6-100.3M
STRATEGIES SUB-TOTAL $61.3M $22.9-29.6M $9.4M _
All Strategies TOTAL $67.1M - $36.9-49.3M J $23.2-33.0M | $12.7-16.7M | $14.1-18.1M | $154.0-184.2M

General Fund Structural Deficit | $(67.1M) $(42.6M) $ (10.8M) $0.6M $4.2M $(115.7M)
. Incremental Projections

General Fund Structural Deficit Cumulative |  $(67.1M) $(109.7M) $(120.5M) $(119.9M) $(115.7M) $(115.7M)
Total

*Does not include one-time implementation casts






