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c. Construction Excise Tax and Building and -Structure Construction Tax: The
Construction Excise Tax is assessed on the construction, alteration, repair or
improvement ofany building or struc~e. The Building and Structure Construction Tax
is imposed upon the construction, repair or improvement of any building or structure
where a building permit is required. The Municipal Code stipulates the calculation on
vaJ.uation tables published by the International Conference ofBuilding Officials (leBO).
The leBO last published a table in 1997 and the International Code Council (ICC) is now
the industry standard and. publishes updated building valuation tables. Based on current
projections, it is estimated that updating the valuation tables would generate $3 million to
$3.7 million annually for general fund uses and traffic capital program activity. The City
Manager is directed to review this proposal for possible consideration in 2009-2010.

d. Disposal Facility Tax: This strategy could both raise the pisposal Facility Tax (DFT)
rate to partially adjust for the consumer price index (CPI) and broaden it by removing
most "cover material" exemptions that have been added over time. By ordinance, the city
established the DFT in 1987 and revised the tax to its current rate of$13 per ton. The flat
rate struc~e has not been adjusted with the CPl. The City Manager a~d City Attorney
are directed to review this proposal for possible inclusion in a futme proposal.

e. Employee Suggestion Program: The Employee Suggestion Program encourages city
employees to develop and submit proposals for the improvement 01city operations. The
strategy ideas produced by city employees are often times an integral starting po~t for a
leading· edge program in the City of San Jose. A program like this can.generate up to $1
million in annual savings and raise employee morale, while fostering '8. commitment to
continuous improvement. Through the Beyond Budget Cuts Program the City Manager
and city employees have been developing an Employee Suggestion Program. The City
Manager is directed to bring forward a program for City Council consideration in June
2009 and include funding in the upcoming proposed budget to support this program.

t: Restructure Business Tax: A full restructuring ofthe business tax is a propos.a! from
the General Fund Structural Deficit EIimination Plan. The stakeholder group expressed
an interest in looking at a potential restructure ofthe tax in the future: The group felt that
first th.e city must thoroughly examine its policies and procedures, streamline and
improve those that a~e burdensome to business~ and make improvements before going to
the voters for approval. The City Manager is directed t9 continue to work with
stal(eholders to improve our processes before considering going to the voters for approval
ofa business tax increase.

g. RDA Support of General Fund: The RDA already funds many capital projects and
services. Through the Project Services Memorandum process,. the Agency also contracts
with city departments, such as Public Works to complete eligible capital projects. While
the Agency itselfhas an adopted C~pital Budget and is experiencing budget constraints,
there are opportunities to do mor~ projects both within and adjacent to 'Redevelopment
Project Areas, such as LED lighting projects and on-street parking controls, which will
not adversely impact existing Agency programs. 'The City Manager and Redevelopment
Agency Executive Director are directed to explore the potential of other city projects"that
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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 ofcapital projects and services with $1-2 million at a minimum as our goal.

h. Billboard Advertising: One proposal conside~edand 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 a,nd community outreach.

i. Additional Proposals: The City's Stru.ctural 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
ad4itional proposals from any ideas that may come from these efforts.

Redevelopment Agency "

The Redevelopment Agency continues to be a catalyst that stimulates:

• Economic Growth

• Job Creation
• Affordable Housing
• 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 ofthe 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.
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CONCLUSION

The overall goal of this Message is to direct Council Appointees to develop their budget
recommendations that ret1ect the policy priorities ofthe 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 Jose. I
urge approval by my colleagues.

COORDINATION

TIlis memorandum has been coordinated with the City Manager, City Attorney, and
Redevelopmellt Agency Executive Director.



Attachment I

2009-2010 Budget Balancing Strategy Guidelines

1..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.

2. 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.

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

4. 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.

5. 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
Reductions/Eliminations to assist in service delivery optimization opportunities or identify
services that should be eliminated.

6. Defer any new program commitments and initiatives or program expansions, 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.

7. 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.

8. 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.

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

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

11. 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.

12. 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) civllianizing more sworn
positions, 3) exploring alternate benefit structures for new employees, and 4) changing
employee/retiree health care benefit plan designs.



GENERAL FUND STRUCTURAL DEFICIT
ELIMINATION PLAN UPDATE

General Fund St."uctu.-nl' Deficit Elinlination Plan

·Fiscal Year: i
.. .

COST·.SAVJ;N"GS STRATEGIES

1. Optimization and Service Delivery Model Reviews

t
$O.5M I Sl.8M I 51.1M I S3.9M I 55.2M I S14.1MReview service delivery models through~p1e stra,tegies~below;

a. BUsiness process redesign (through employee involvement and
empowerment)

b. Use oftechnology to achieve efficiencies
c. Insourcingloutsourcing
d. Streamlining
e. Third-party program auditing
f Charter agencies (concept Qn1y)
g.. ~ployee engagement and suggestionprogram
h. ·Use ofpublic sa.tety civilianpositions .
i. ModifYminimum Fire staffing policies where appropriate based onFtte

Strategic Plan

(Budget Balancing Guideline #7, .8, 10)

Z. Increase San Jose Redevelopment Agency (SJRDA) support to General .

Sl.OJ.'\r I Sl.OM t Sl..OM $1.01\1 I 51.0M J SS.OM
Fund

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

a. Prioritize SJRDA Capital Funding for Economic Pevelopment
Activities

b. Retrofit to smart lights in SJRDA areas
c.' Modernize parking meters in SJRDA areas
d. Shift additional econonric development, code enforcement activities in

SJRDAareas

(Budge! Balancing. Guideline #4, 7)

* Does not include one~time implementation costs



GENERAL FuND STRUCTURAL DEElCIT

ELIMINATION PLAN UPDATE

COST'SAVINGS ST.aATEGIES Fiscal Year: I 2009-1010 I 2010-201.1 \ 2011-2011 I 201i-Z013' 11013-2014 I Total

3. Shift Healthy Neighborhood Venture F,und Funding to General Fund
I I \ I I ,$O.2M I S1.7MSUM SO.2M SO.lM

Assumes SIOM annual funding remains; shifts furecasted increases oftoba.cco.
-

settlement funds
(Budget Balancing Guideline #4. 7)

4. Reduce Rate of Increasc in PersolUlel Costs
I I I51.0M $3.1M S3.7M 53.1M I S3.7M I SIS.8M

Reduce personnel costs annually through strategies below and/or ideas
developed from negotiations:

a. Increase time, amount and method to reachmaximum compensation
b. Implement sick leave payment,modifications upon retirement
c. Implement a two-tier retirement benefit
d. Revise workers' compensation prognmi
e. Implementworkers' compensation offset fur public safety
f. Revise overtime eligibility policies
g. Implement healthcare insurance provider cost containment
h. Reduce entry level compensation for positions for which th~ City

receives many qualified applicants
i- Implement health care plan modifications
j. Modifybinding interest axbitration**

(Budget Balancing Guideline #12)

COST SA.VlNG8 STRATEGIES SUB-TOTAL \ $2.5M I 57.1M ;
,

S7.6M I S8.1M I SlUM I $36.6M'

'" Does not include one-tiine implementation costs
·"'Requires voter approval

I
;



'GENERAL FUND STRUCTURAL DEFICIT
ELIMINATION PLAN UPDATE

REVENUE STRATEGIES Fiscal.Year: I 1009·2010 1 2010·2.011 2011-2012 1012·2013 2013·2,014 Total

5. Formalize and Implement a Rigorous Asset Management Program
(BudgetBaIancing Guideline #4)

6. Ensure Current Fees Fully Cover All City Costs and Institute New Fees
where Appropriate

Develop new fees/fines and bring existing fees to full cost recovery where
appropriate .
Examples include:

a. Advance plBDll.ing 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)

SO.3M

53.0M

Sl.0M

$2.0M

Sl.0-4.0M

52.OM

$1.0-4~OM \ Sl.0-4~OM I $4.3-13.3M

52.0M , S2.0M I S11.0M

7. Actively Pursue and Promote Economlc Development Opportunities
Examples include:

a. Expansions ofSantaila Rowand Valley Fair
b. Business coopemtive program
c. Preparing retail developJ;D.ent sites

(Budget Balancing Guideline #1, 4)

51.0M $1.O-2.0M $1..0-2.0M I Sl.0~1.0M $4.0-7.OM

8. Restructure Business ·Tax. Rates to Modernize and Refiect Current
Business Profile**

~amples include: .
a.. Mod~e rates by indexing to current consumer price index (CPI) and

raising maximums
b. Restructure business tax fOImula

(Budget Balancil1g Guideline #4)

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

Sl.D--6.5M I Sl.O-6.SM 52.Q-13.0M



GENERAL FUND STRUCTURAL DEFICIT
ELIMINATION PLAN UPDATE

Genet-at Fund Structul-al Deficit Elimination Plan

I RE~S~RATEGIES FisCal Year: I 20U-';013 I Total

9. Implement Landscape.and Lighting District**
Sl.3-1.SM

Explore various landscape and lighting distiict options to cover costs related to
the City's transportation infras~ctureassets and operations

(Budget Balancing Guideline #4)

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

* Does not include one-time implementation costs
**Requirea 'Voter approval,' Landscape and Lighting District is mail-in ballot ofproperty owners

Sl.1-1.5M S1.5-3.0M



GENERAL FUND STRUCTURAL DEFICIT
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(not included in subtotal below)

Fiscal Year:' 2009-2010

10. Increase Revenues from Visitors Who Benefit from General Fund
Servlces**

a. Parking lot tax of10% OD City and SIRnA owned lots
b. Parking lot tax. of 10% on aU public and private lots

udget Balanci!Jg Guideline #4)
11. Increase Conveyance Tax and/or Shift Construction and

Conveyance Tax F1Uldlng 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 curr~t ~oca1ion

'udget BalancinE Guideline #9
12. Increase Card Room Tax, Increase Number of Tables, and/or Levy

Tax on Card RooniBank Groups**

a_ Increase Card Room tax from r3% 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

(BudgetJ!a[~ncing Guideline #9)

2010-2011

a) $2.6M
b) $4.5M

201 t~2012

a) $2.6M
b) $4.5M

2012-2013

$5.4M

$2.0-8.4kf

2013..2014

~5.4M

$2.0-8.4M

Total

$5.2-9.OM

S10.8M

$4.0-1648M

REVENUE STRATEGIES SUB·TOTAL
S3.3M

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

56.3-12.0M I S6.%-16.0M S4..0-S.0M $4.0-8..0M $23.&-47.3M



GENERAL FUND STRUCTURAL DEFICIT
ELIMINATION PLAN UPDATE

SERVICE REDUCTIONS/ELIMINATIONS STRATEGIES
Fiscal Year: 2009-2010 2010-2011 201i-20lZ 2012-2013 l 2013-2014 1 Total

13. Service ReductionslEliruinatidns $61.3M $11.9-29.6M S9.4M I I S93.6-100.3M

Service reductions and eliminations will be
accomplished on an annu~ basis through the budget
process which considers the goals ofthe City Council,
and involves an outreach process within the City
orgaIlizatio.n and in the community. In addition, the City
will utilize the Analytical Framework for Service
Reductions/E1iminations, when finalized, as discussed in
this Plan.

(Budget Balancing Guideline #ll. 5)

SERVICES REDUCTlONSIELlMINATlONS
S61.3M S22.9-29.6M S9.4M

1
SO.OM SO.OM 593.6-100.3M

STRATEGmS SUB-TOTAL

All Strategies TOTAL S67.1M S36.9-49.3M S23.2-33.0M I $12.7-16.7M S14.1-18.1M S154.0-184.2M

General F~ndStructural Deficit I $(67.1M) I $(42.6M) I $ (to.8M) I SO.6M I $4.2M I $ (115.7'M)
lncremental Projections

--
General Fund Structural Deficit Cumulative' $(67.1M) S(109.7M) S(120.5M) S(119.9M) $(l1S.7M) S(llS.7M)

Total

*Does not include one~time implementation costs




