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~COMMENDATION

Irecommend that the City Council, direct the ’City Manager to Submit a proposed budget for
Fiscal Year 20t.3=2014 that is batanced and guided by the policy direction and framework of
priorities outlined in the Mayor’s March Budget Message,

CAUTIOUS OPTIMISM A~TER AVERTING .DISASTER

As we move: toward the adoption of~e: budget in June~ we can be: cautiously optimistic and plan
for continued improvement N~our risen eon~fion. This year weare formnate:*o be making
spending decisions instead :of cutting derisions, but we mus~ be careful and aToidrepeating past
mist~es :as we ~estore :serviees~

Only ~o :years ag0; :o~ Gene~aI Fund shortfall was $11:5 :million, which would have been
enough to push us into servieedevet:insolvency if we failed to act. To avert disaster., the City
Council took bold budget actions, v~hich included i0% cuts in total compensation £or all City
employees, mttsourcing work, and pension and healthcare reforms.

As aresult of:these painful but necessary acfions.~ we were abte to balance our Fiscal Year 2012-
20113 budget Mthout layoffs or:service reductions, open four llbr~ies and a community center,
and ~ on 900 sireet tights; :and we:e~ n0w pian for a Fiscal Year2013-2014 budget ~hat wiIl:

Avoid cutting ;services for ~he second year in a row,
Increase some services in critical areas~ and
Restore some pay to help retain our most experienced employees.

We are not going to have enough funding ~o immediately restore allof the services that.were cut
in recent years, and we cannot yet afford to restore the entire 10% pay cuts ~hat our employees
have taken. We must be cautious with the limited funds we have available° rebuilding reserves
and spending in ways tlmt willnot addto furore deficits.
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Our top priority mustbepub!ie safety; and:there: ~e Sings we can do ~his~yearto restore
eapaelty in the Po!iee and Fire Departments.

Re.omit, hire, :and-::tra~ new officers more quickly, by expanding our academies and
hiringahead,
Move. more officers back onto the street ~ough eMliani-zation,
Use data anaI~cs to deploy our existing of-fleers more effectively,
Open: the new South San Jos6Poliee Substation
Implement the new field repo~ing/poliee records management system, :and
Continue fianding the firefighters qriginally hired with ~ expiring :Federal Staffing and:
Adequate Fire and Emergency Response (SAFER) grant.

We c~.also help ~o retain ve~e~..offiee~s -:as well as en~oyees in Other critical, ih~d,to,fill or
l~ardrto.retain positions~ !ike public safety Nspatchers~ and water:pollution control plant
operators, by using s~me ofo~ li:m~ted ~unds ~o reward.experience and superior perfornranee
with targeted pay increases .and one,time ’bonuses..

Since ~he., City Manager’s Five-Year General Fund ForeCast assumes approximately $20 ~iilion
in savings ~om retirement reforms which are the subject of ongoing liti~ion, we skot~ld nqt
initiate: many o~these actions unt~it ~mCter.we ge~ a:fav0rable:r~ing :~om the court. We. also need:
to:be prepared .for ~he $1:3,7 million pr0jec~eddefiei~ in20t4:2015..

As we achieve mote of the sa~cir~gs from pennon reform :and potentiaI new revenues, in the years
ahead, we’ll be:able tol l~eNore e~en moreserviees and consider across,the-board pay raises. But
until then, we must be cautious and prudent wi~ the limited Nnds we have available,, and ensure
they are spent on our City’s most pressing needs.

,San Jos~’s Improving Fiscal Condition

From Fiseai Near 2002-2003 m Fiscal Year~2011-2012~ San los~ exp~e~eed ten Straight iyears
of budget ishortfalls that forced us to eontinually Cut Core Ci~yser~ees ~d eliminate
approximately 2,000jobs from o~ Ci~ worlfforee. ¯

The:larges~ s~gle dr~ver, ofthesedefieits was Skyrocketingretirement costs~ which jumped ~om
$73 mil~ionin 2:00i42012 to $2:4~5 ~llionin 20 i 1,21012 :and Squeezed out~ funding f0r.basic City
operations. For’ e×~ple,~ We havO h~dreds fewer officers today e~en th0ugh:we Sneteased the
Police Department budget: by:nearly $100 miIIion.

However, by taldng bond .and: diffieult actions,, we.have been :able to bring.our expenses uaader
~ontrO1 and are in a posi~i0n: tO adolpt a second eonseeutiYe budget without is:~r~i~e., c~ts., or layo.ffs.
According to theForecast, :the:elements ofihe FisCal Reform Plan that We’ve implemented to
date are savings us$59:~5 ~!i;on.per year inthe General Fund, which translates to $8,1 million
per year in overall savings (all funds),

In addition, we’re seeing the rate, of-growth i~a: our retirement costs slowing d~wn. This year in
the General Ftmd, we paid .$65,6 ~miltion :less than we had originally projected, and ore’ projection
for Fiscal Year 2015-20116 has been reduced by approximately $100 million (all fimds).
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Changes ~: Retirement C~st P~:eet~ns ~all funds)

Febru~ 20 i i Projections*
2012.20:t 3 Retirement Contributions Budget*
Februal~y 2013 Projeeti:ons~*

Difference from OriginalCost Projection

Major Factors-in theChange, in P~0jeefi0ns: In 20:1!,the Ci~experieneed a24% reduction in payroll due
to the I0% pay cuts and elfmination.:o£positions, Startingin 20~3, the:City villi realize savings ~om the
eliminati0n oftheS~R O’:3th or ~onus check) and retiree healthcare plan design Changes, These savings
were :partially offset by Changes in the economic an6 demographic assumpfions~

Note: These projections donot take:intoaccount other elements of Measure B that have ~not yet been
implemented These elements- Which include:additional’ contributions or an optional lower;cost plan for
current employees, and a lower-cost plan for all new employees - will generate signifieant additional savings,

*Source: February 14, 201 ! Budget: Study Session Presentation (Note does not include prepaymem discount)
**Source: City Manager’s General Fund Five,Year Forecast (2/28/2013),

Even with these substantial savings, the ac~aries for the two independent retirement boards are
projecting signffie:~t.increases: tn retirement costs for at least anotherdecade, Those costs will
exceed 25% of the General Fmld by 21017~2018 ~Iess we implemen~ the additional employee
con~ibmi:ons and io~er~cost pensi0noption for our e~ent employees, and get all new
:employees into ~e Tier II plan;as approved inlMeas~eB:.

While our outlook is:much brighter than just a few years ago:, we have to remain extremely
earefui with how we spend our limited funds~ We .e~’tm~e the. s~e mistakes: wemade in the
past that led us to the bri~iofinsolvency. We must remain focused on our ultimate goal of
restoring the most e6fieal: Cify services,

SERVICES AND ~TAIN~G EXPE.RIENCED EMPLOYEES

Given the improvement in our City’s fiscal condition, I am:pleased to recommend some actions
in this Budget Message that will help improve and enhance Some core services, starting with
pubIie safe~. Whiie there are m~y more se~iees that need additional ~ding, these actions
address our most pressing needs and reflect input gathered during our Community Based iBudget
Process as detailed in Attactmaent A.

We also. need to acknowledge that we have lost some valuable City employees due.to the 10%
pay cuts and retirement refo~s adopted in re~ent years. So, as we restore: services, Weneed to
take steps to help retain experienced and ~alented employees, starting with critical and hard-to-
fill positions.

The City Manager’s Eive-Year General Fund Forecast includes a recommendation td or(ate
Employee Compensation Piing Keser’ce orS! i, 1 mi!lion~ which would allow us to restore
some of the 10% pay cuts ~hat our employees have taken, HoweveL without offseNng cost
reductions, this action would push us into a deficit:.next year. We should stri~e ~o restore: :some



Mai-zh Budget Message. for FiscalYear 2013~2014
March 8, 20i3
Paged

0fthe 10% pay cuts our employees have taken, but.the only way we will be able to:increase
employee compensation from ongo~g revenues without cutting services, is by implementing ~e
retirement reforms that arebeing challengedby the City employee unions.

TheCity Manager:is directed to: identify potential ongoing budget balancing solutions :~hat’wili
allow us to .restore the.se~ices identified ~s Budget Message:and establish.an Employee
Co~af!0n Pla~ng Rescue wRh0titlreducin.g General Fund Ser~iices;

The, City Manageris also directed rouse the 20I!~3~2014 ~udget Bal~tneing Strategy Guidelines:as
detailed in Attachment :B to: help balance: next year’s budget~ ~h the following addit! onto
Guideiine 1i: .Compensation ~creases ineluded ~ ~e:ibudget vcili be qu~tified and identified~in
sep~ate categories: Automatic S~ep increases required by existing contracts; M~agement pay
for. performance;, mad Employee Compensation Pianning f~eserve,.

TH~ATS T~O .T~:I~ISCAL STABILITY

Despite the:tremendous pr0~ess that we:have made~ there are: still a number :of obstacles ~at we
must overcome to achieve~long-term: fiscal stability and restore services to our community,

Retirement ~Reform Litigation
The various elements of Meas~e B ,and otherreforms will generate sig~fieant General Fund
savings’.

Supplemental Retirement B:enefi~ Reserwe (S~R)elimination ~-$13..4 ~llion
L0~est. cost planhealtheare,ehanges effective: 2012’2013 -- $6,5 mi!tlion (Federated only)
Employee.eontribufi:oninereases:~~ $~8:: million~ over four years
New:tierbenefits for~aew employees ~i!t increase savings ~alty

Unfortunately,. these SaTings are Subiect to iifi.gation :by oar employee

TheGeneral Fund F0reeast includes ~ppro~im~tely $2,0 mi!!ion:of General Fund savings; from
the SRBR:eiimination madlowest cost~healtheare plan.changes~ The matters, are :set for triNin
the Superior Court on June 17,. 2013. The City Manager is directed to prepare a fist of $20
million of proposed ongoing and/0r one-time expenditures that will not be implemented until at
least 60 days after a favorable verdict is received.

In addition, most of the legal work has to be handled by outside counsel because most of our
City lawyers are members of an employee union and have a conflict of interest. While this
constitutes an added expense for the City, it is vastly outweighed by theamount of savings we
eanrealize from Measure B. The: City Manager is directed to set aside sufficient fi~ds: in a
rese~e to pay for our outside, counsel~as :may be necessary to defend the. City’s interests. The
City Manager should use sav~gs in the City Attorney’s Office to: help replenish this reserve.

E3calating Retiree Healtbcare .:Costs.
The ,hanges madein plan design to ~reduee healthcare :costs have ~reduced :ore iretiree healthcare
unfunded liabilities by neariy $~00 million ($~96.miillon inPoliee and Fire and $200 mullion
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Fede:rated). TNs wi!l Save:the General F~d $6;5 million next year foe ~he Federated System and
millions more:’for theP~ii~e and’ Fke: system orate the phase,in to full,Nnding is complete~

¯Despi~e these :si~ifieant savings, the costofrefi~ee::healthcare iS ~. excess of 20% of payroll and
conthmes to climb. With the costs split.between the City and our employees, the burden is
becoming Ngh and getting higher: PI~ design change remains the primary tool availableto
control costs andwe should :seek changes to reduce the costs. The City Manager is dkected to
meet:and confer with.our bargaining units to develop plan design changes to be effective January
1, 2014 that will keep the costs ofretlree healthcare at 17% of payroll or less.

Pmpa~ing for a Shortfall in Fiscal Year 20t4-,2015
As detailed in:the chart below~ the CityiManager’s Fi~e=¥ear Gefleral Fund Forecast is
projecting smalt deficiNin four of the five: years ahead, Toprepare :for Fiscal Year 20t4-2015,
the City Manager is directed Co~ use one-time,~ds::as a bridge to :avoid se~iee cut~ next year
unti! additiona! sa,Cings Orrevenues from:the Nseal Refo~ Nan are:reaii.zed,

General,Fund

P¢ojeeted Revenues

P~O~ec~ed E~penditUreS

Total incremental Surplusl(Shorffal!)

$:852:7
2014-20.15

$873~9
$893d

20t5-20~(i
$899.7
$916.8

$930,5
$952i4

2017-20i8

$963,3

$9~,2
($27,9)

Note: Does not incorporate impacts associated with elements of .the :Fisca! Reform Plan that are. not yet
implemented; Tax Increment funding for the Successor Agency to the Redevelopment Agency, a public
entity, regarding the outcome, of litigation with the Count3, of Santa Clara related to the PERS Levy; costs
associated with Nlly ’funding the annual required contributions for police and fire retiree, heaIth care; costs
associated with :services funded on a one4ime: basis in 2012-2013; costs associated with restoration of key
services to January 1, 2011 levels; costs associated with unmet/deferred ingastrucmre and maintenance

needs~:or one-time.revenues/expenses.

Assumes.that the POiieeand Fire Retirement Plan BOard will approve the elimination of the Supplemental
Retiree Benefi~ Reserve :(:S~BR) for the 2013:.~0i4 :Ci~ reti}ement contribufi:on .amount and ~ates; :and
includes an Empioyee Compensation Planning KCserve, which totals $tlA m~ition in:2013-20i4. Without
¯ at Reser~e~ a :surp:ius of $5.6 :million :is projected for 2013;2014, and su~:luses would be generated in all
years but 2Oi4-20i 5.

:SPENDING PRIORITIES

1. Community and Economic Development,

a~ Downtown and North SanJos~ T~ansportation Improvements: In December 2012,
the City Council approved a Development Agreement with the Irvine Company in which
the developer agreed:to ~ monetary contribution o:f $3,000;000, in co~sideratior~of City
Council approval of a modified design on a residential development at North First Street
and River Oaks: Place. The payment is due at the time that the first building permit is
issued for Parcel 1 0fthe multi~phased development, anticipated to occur in the 2013-
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2:0:i,:4 Fiscal Ye~: TheCi~ M~aget is directed to ~l’ocato:~at$8~000,000 e0ntrlbutiOn
towards: offsetting unfimded tr~sportation improvements.in Downtown-and North San,
Jos6:

Centerfor Employ!m:entTraining (CET~: The Center forEmpl’oyment: T~aining Ser~es
thousands 0f San Jos~ residents’through :its jobiraiNng prograrns, in 2008, the:US;
Economic Development Adminis~afion.~daFederal grant of$3 mitlion ’to.. CET to
.renovate its buildings, The Grant required a40% local mateh~ The Redevelopment
Agency had agreed !to provide funding in the~.amount, of $950~000, bUtlthat;ean~o longer
be achieved as a result~ of~e dissolution ofrede~elopment agencies stateside, The
Center for Employment Training isnoW seeking o:the!~ partners : to help finance the
renovations; The CityManager i!s d~eeted to allocate $250,1000 in one-time ~dlng from
the General Fund to help CET achieve the required local: match.

City-Funded Marketing Efforts: Four years ago, the City CounciI created the
Communications Working Group (CWG) to review and coordinate themarketing efforts
of groups who were receiving City and Redevelopment Agency ~Nng to helppromote
S~ Jos6 for econo~e development, and tourism purposes~ Theseinel~tded TeamSan
Jose, the: San Jo’se Downt0~ Assoclation, the former Rede~celopment Agency, the
~ort, the O~fiee ~of Eeo~c~mfc D~vetopment, ~d marketingCo~sURants with vchieh.
these departments ¢ontraetedi As a res~:of:=thiseffort~ ~hese external p~rs-::a.nd City
.departments no~.provide d~tailed!plans:onhow ~hey will be spending their allocation of
the City’s limited.marketing doll~s’ and ~he expected retch-on-inveStment.

To ensure continued ta’ansparency andaecountability, ~e City Manager is~:directed m
require any :group,:or:City department that receives City ~ ~fun. ds to :market San. Jos6::for
economic de,cetopment eainpaigns, to annuaily submit.a prop0sed marketing :ptan~
:itemized budget and performance.metrics, as w~li ~s results from the previous year’s
marke~g efforts~ Thege documems should be stlbmitted:for review bythe City Manager
(or designee) and Public InformationOfficer :On accordance with the City Charter)during
the-development o~:ihe.proposed~operating~budget and be made available to the Mayor
:and City Council after the proposed budget is ,released.

2,: Public Safety and Neighborhood Services

Accelerating Public Safety~Recruitment, Hiring and Training: Hiring more police
Officers and increasing Staffing in the Fire Department ,remain.a. top priority of the City
Council and the community.: We must continue 10oldng at wayis to accelerate our.efforts
to reeruit~ hire and trai~!: public sa~etypersormel,, and ensurethat the Police ~d Fire
Chiefs ihave adequate ~esourccs :to conduct ou~eaeh to a diverse range of oandidates, The
City Manager is directedto determine ~hat additional steps can betaken to increase the
rate:ofhking ~dtraining :of new public safety officers. Among the. Strategies that should
be ex, p~ored :are: ":htri~g:~ead" of-poliee :offieers to ~reduce:~the impac~ o~ vac~ei.es,
-options for expanding, the size!frequency of our aeademies~ such as e~ploring the use of
regional academies, ;and: possibly r~fituting the satelilte Field T~mNing ONeer program
to ihandle larger groups ofhires.
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One-Time BonuSes: In light oftheincreasingrate ofdep~resin the Pofice
Department, we need to explore all ideas to help with retention. One idea is offering:one-
time bonuses in the form of retention bonuses and signing ~ncenfi~es: for laterals; The
City Manager should eonsilder this asa strategy,

:Overtime: Sorae of our one-time Nnding should be used m increase the :number :of
eligible overtSme ho~s that our employees are paid {i:e. police officers are limited m six
ho~s per :pay period, with ~he rest’:~available as compensation time), Increased useof
overtlme is oniy a stowgap staffing;measure, but we.can allow our employees to take
home more overtime pay by temporarily increasing the limit. ~e:Ci~y Council approved
a; reserve of Sz~ million for 20i 3.20t4 overtime needs: as part Of ~e 20i 2-20i 3 Mid-Year
Budget Review. The: City Manager is directed to ensure that.these: funds are:primarily
Used for patrol and investigationservices~, as well :as critical non-sworn positions such as
NspatcherS; The City Manager is al~o directed m explore the use ofoTeNme :to: ensure
officers:: are abte: rouse vacation hours dUring:’s~m:er’monthS,

Continue ~o Fund Publ~c~ Safe~: P~s~ti~ns::Funded wi~h Expiring FederM Grants:
O~ Fire Dep~mentand Potice Dep~ent:staffing has: been e~eed over the last
couple: of years with f~ding ~om Feder~ SAFER ~d Communi~ Oriented Polic~g
Se~iees (COPS) grits. We appreciate the help from the Federal Gove~ent, but ~e
grits were only for short d~ations. Sineepublie safety is o~ t~ghest priority, we
should continue to Nnd those positions after the grits expire, The City M~ager,
Consistent ~th ~e 2013-20 !4 Forec.~t, is directed to Nclude ~ding in the ~ount of
$Smillion in the 2~13-2014 budget to retain the firefig!iter positions f~ded with the
SAFER 2010 grant+

~GangP~eventionFun~fig andSafe Summer ]Initiative: Gang;prevention effo~s were
api~io~ity for our resident~ imd~Our ne~gllborhoo4 ass0~iati’ons du~ing! o~ eomm~
based budgetillg pro~ess. The C’i~ Manager;is directed to allocate $:3.5 miifi0n :in one-
time funding to suppo~, a ~wo-year funding strategy Nr San Jos4 BEST and the Safe
Summer Initiative,

Crossing Guards: The:safe~ of our school children remains a top priority for San Jos6
residents, as well as the City CotineiL During meetings with Superintendents at the
Schools!City Collaborafive,~the Superintendents stated that this was the most important
service the City provides for the schools, The City Manager is directed to maintain
fimding to lhe elementary arrd middle school crossing guard program.

South San Jose:Police Substation: A significant way to improve services to: South San
Jos6 residents is to open the South San Jos6 Police Substation which was delayed due to
budget constraints. Given the City’s improved fmanciat outlo:ok, it is now appropriate to
begin plann~g to open the substation in 20 I4, which will help the Police Department to
improve;response times to ~he residents furthest f~om their headquarters and increase the
time that ot~ police officers spend on patrol irtstead of commuting back and forth t.o their
downtown headquarters. The City Manager is directed to identify funds to proceed with
the opening 0fthe substation..
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Gnn Task FOrce: SlOe,de,.mere are an ~ted tP,~iTO@red,gun ~wners~
~ ite:d from possessing firearms,: b~ed On:the.m0~ recent!Depart~m~ent of Ju~ee list.
There are more than 40i000 weapons, associated to~ those, gun :owners,: including i I.~641
assault :weapons. tn our CouW, the Depa~ment of’Justice reported 534 registered g~
owners who are :prohibited from possessing firearms and there are more than 1,200
weapons associated;to those ~.owners, including 5i ;assault weapons, The City
Manager is: directed to confer:with the- District Attomeyand ~the Sheriff about
developmem of a regional Gun Task-Force to confiscate those weapons~ andprov~de-a
cost estimate in the budget process.                    ~

Residential Burglaries: Res!~tentlal b~gla~ies and other property crimeS:have been on
therise :in San Jos~i and around: the ’:state, These increases :maybe tied to:- ~he State’s
prison:reali~ent,pians which allowqualifi:edinmates to belreteased early, We need to
do e~e~bAng we can:to ensure o~ residents :are safe, ~e City Maria, get is directed to
re~iew:~d rep.o~ back ~th..a plan and the res0u~ees :needed to deal with :the. increase in
r eNdential burglaries.

j. Communi~ Service Officers~se of, Police Rese~es:, To ensue ~at ~ Jos6
e0ntinues to beone of the.safest large ~ities~in ~he:country~ we need ~o find ~ays to keep
police officers on the .streets; C:ivili~iza~ion andthe~use o£poli:e¢:reserves:is ~ne way-to
put officers on:the streets i~ reemi~ing:falis Sho~iVf:~ur ne-eds; :~:ears ago~ anaudlt
was eompleted~t~ re’dew thepossiNlitiesofei-~iliariizafion;olppo~ities i~l::the PoIiee:
D.ep~ent; WNle I ~ pleasedthatsome eff0rtshavebeen made, morse needs!lobe
done to:implement:the City Audit0r~Srecommendations, Staff should seekto increase
the irumber ofposifiom allowed:for eivili~ization in the M~andum of Agreement
withthe San Jos~ P0lice Officers Association (SJPOA)~ consider how Community
Service Officers might be used in the Nture, as,well as meet and confer with the SJPOA
regarding this provision. The City Manager is directed to aggressively pursue:those
additional opportunities. The Ci~ M~ager is also directed to fully engage the use of
police: reserves~:

Homeless Encampments: Sol~ing.!issues:reiated: to hometessness mustSea high
priority. The City M~aget i:si~direeted to.retumdari:ng the 20!~3~2014 :budget process
~ith a ~di.ng recommend~i~n and strategyto suppoa homeless:-outtezeh serviCeS, c~e:ek
~le~-Ups~ ~d pemlane~t hous~ng~

Medical Marijuana Tax: With theadoption ofMeas~e U ~ No~cember:2010, more
than 78% Of voters;approved a tax rote 0~ up to 10% to preserve essential Ci~ services
such as police;fire, eme~ney response, street mdmtenanee~ pothoie repaiL parks,
libraries,, and youth andsenior programs. ~e City Attorney isdireeted to bring to the
City Council anOrd~nanee ~endment for an increase, of the Marijuana Business Tax
:from 7% Of gross receipts~to ’the maximm allo,wable amount :of i 0% of!gross receipts .as
approved bythe ~oters underlMeasure U.. This shoui’d ibe:done before the adoptipn of the
budget.
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La Raz, a :S~udy:~ Eor years, we.have:s~en Latinos disproportionately represented in o.~:
c~inal jusiiee, juvenile ~:ustice~ :and:ehfld :we!fare :systems. Wi~ many different causes
and Netors invol~ed, Ms problem has long been considered impossible:to solve, Yet,
through the leadership ofLa :Raz~ :Ro~dtabie~:. and the Hatred. Smd~ Consensus.
Proeiess, we now have ~ broad collaborative effoa that cuts acm:ss:.diffe~ent agencies and
levels ~of:gover~ent to address the various pieces Of the problem The City Manager is
directed, to continue to:isupport these:effo~s n:ext yem"

Children’s NealthInitiztive: Tlae City of San,Jos6 provides $2.1 million annually in
:~dingm the Children, s Health Iniiiatijce, Withthe County’s recent passage ofa.sa!es
taxinerease, the County is ina stronger financial ’position to ~d many of itsNogr~s.
The President::ofthe Santa :Ctara County Board of Supe~isors has ind~:c:ated a willingness
to disetiss funding this: program, The City Manager is directed to begin negotiations on a
threeyear phase-out of the City’s ~ding for the Chiidreffs Health Initiative.

Aquatics Programs’: Last year~ one;time funding was provided :to continue aquatics
programs atFair Swim Center and Silver CreekHigh School. In orderto continue
operations this Summer, the Clty Manager is Nrectedto.eontinue one-time funding: for
these programs.

Senior SedUCeS: a~d Wellness Program and: Senior Transportation Sc~ces:: The
Sen~or Nutrition Pin,am provides healthy:meals and :social activity :to San Jos~’s elderly
residents~ ~0agh this p~ogram~, seniorsreeeive nutriti0us meNs ~d: soeiai interaction
that prevents them from feeiing isolated, TOgether with the many :social services that
support ihis program, seniors are able m live more active and independent lives. Last
year~ the C~ty maintained senior nutrition services at, the 1.4 current City :sites and
continued ~ansportation servicesl The City Manager is directed tocontinue to suppo~
these efforts on a one4ime basis and maintain current funding levels for the
The City Manager is also directed ~to evaluate this program :for potential improvements to
ensure that the highes~ quality meals are provided.

Card Room Administration.:: Over the years, there have been many issues: with the
Police Department’s llcensing and permitting process for cardroom owners and
employees: Issues have included the speed of processing work permits, :to permit
requirements, This process has long been in need of a redesign~ The City Manager is
directed to consider moving the Division of Gaming from the Police Department to
another Ci~ :department or: office, as: originally recommended when ~he Division was
created, ifNere is ~need for ~aw enforcement~ the Gaming Division can ca!l upon the
Police Department:as needed. The City Manager shouldalso consult with the City
Auditor:an best ways to implement Outstanding.audit: recommendations,

D~wntown College Prep(DCP): Downtown College Prep :opened as:.a charter high
school in 1999 ~th,aCi~ startup !0an of$:600~:000., The:schod has garnered::n~tional
recognition for its high program standards and exemplary levels o£achievement by its
students, and 95% 0fN1 ;Downtown College Prep ~aduates: have beenadmitted to four
year colleges: Recently,:Downto~ College Prep opened DCP Alurn ROck Middle
School serving grades 6~8~ The: schoo! is the highest performing new middle school in
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~e Sine: of California. Topro~cideDowi~to~COllegePrep~th:iirieenti~s~O:OPen:new
campuses: and keep the Downto~ Coliege P~ep AI~ Rock: campus open :and ~hri~ing,
the CiW Manager is directed to forgive $200~000 ofthe o6ginal loan for each yearthe
Downtown College Prep /~lum Rock campus stays open~

3, Strate~c Support

Uit~ationwlth: theCoun~: A:heari~g is seheduled~in Apri~in the Superior Court on
the:C:ity’:s dispUte Wi~h Smita. Ctara:Coa~:.o~er ~he
~nuatly fr0m tedeVel0pme~ :ineremen~ t0 f~id the
plan (~e PERS !e~) ~d wa~er d~s~ic! ~co~ts~ if~he:~l~pre~ail~:, addifi0~al Oeaeral;
F~d revenues will be available on ~ ongoingbasis to f~nd pfiorRy program~,
M~ager is dkeeted ~o:.use this funding to help: ~esol~e: the :General Fund ~e~al~ deficit:
~or identify and ptovlde :ongo~g ~ding for pfiori~yprogt~s such:as senior se~ice~
and wellness,, senior ~anspo~af!on; ~d homeless progr~S ~hich.are eu~ently ~nded
on~ one,time basis.

b~ Pay Increases: Pa)increases should be targete:d m help retain our most:experienced
employees. By increasing the pay at "top step," senior employees would get a raise~
rewarding them .for.their experience and encouraging them to ~gy (60% of the officers
who resigned ~om,the Police Depar~ent last year’ were :at:~top s~ep’). ~ss tenured
employees world still get their scheduled step increase ’and ’ha~e a, higher "top step" to
look forward to in ~e future. The Ci~ Manageris ~di~ee~ed to p~sue tNs:st~a~egy,

Es:sential,Servi:ees:Rese~e~ TheCity Man~ger iS:directed to Setaside 15:2 millio~ of one-:
time funds ~at:may be:used for. flue:purpose of supporting se~i:ces: th~ are of essentia!
importan:¢e to out ~esiden{s; Services,:deemed:essentialby the :.City :Co~cil maybe:
funded ~th;the Use o~he~e: one~time!~ds,.

Review of OnezT’~me Funded Se~cesfrom20:[2-20: 3: ~eCi~ Man~ger iS directed
to, review one-time funded se~iees that were fnduded :in~ 2012-2:0’13 Adopted Budget
for ¢ontinuati0n again ~, Fiscal Ye~ 20:13,20:14~ where:appropriate~

City’s Debt Refinaneingg As:the City’s Finance :Dep~ent pursu_es.:refinan¢ingo~ City
Hall: debt:~o reduce financial risk, the CiU Manager is: directed to develop ~a policy where
one,time Savings;- from. debt.;restruetufings . and reNndings eoutd be.used to furtherreduce
the, City’s:financial risk and create ongoing savings from reducing principal on these
bonds~

g,

Council General Phase Out: Both Mayor and CiU Council Office budgets ~cur costs
that:are’ ellarged to o~e~’.appropriations~ :including Mayor ~d Councilmember salary and
benefits costs, and administrative costs: The Ci~ Manager is direetedto work with: the
Mayor’s Officeto reallocate~eosts from Co~mell General to’�he individual.:Civy: Cpuncii
O~e~ budgets, This should :.be done as.pa~ofthe 2014’2015 Base Budget process,

’City CounCil Offiee.BUdlgets: In prior years~ incoming Councilmembers.ha~e not: been
le~ withenough ~nd~gin their o~eefiudget to eompiete~e F~seal Year. This has
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been primarily due:to vaeaion p~yOuts ~d spending by :thek predecessors, The City
.Clerk is directed to: present:to the :City Council by the end of the: Fiscal Year:, a po!icy to
ensure thatin the years:in which the May~r or Co~ci;lmember leave office due
eleCtiOns o~ te~. i~ts, a sep~ate approW~afion~s created for~e incom~g
Co~eilmember. :~e separate app~oNiafion wouid be an even spfi’t of both the base ~d
rebudgetsand includes allNnds eontr~iled by the Council

Street Tree MZinlenanc.e:CostS: ’To reduce costs, in 2008-2009 theCity :contracted out
~ee mainten~ee ~d beg~ billing prope~y o~ers for contractual s~eet tree
mainten~ee.: Reeently~ :the State Depa~ment of Industrial Relations info~ed the City
¯ at ~he elass~eafions be:ing used for tree ~imming no longer applies~d ageneral
classification should be used, Thisdecision results in muchh~gher costs to the pro~am.
AS a result, re!iable tree companies ha~e s~opped worNng for Ne City, :~dfiae :City
Administration hasbeen forced ~o consider a $1 million plus budget:proposal to cover the
Ngher costs,

The City Manager is directed to set local.prevailing wage ~ates £or’tree. maintenance as
soon as is practicable and, when feasible, return to the City Council with the associated
eh~ges to the prevailing wage poi~ey~ The City Manager :iS authorized to extend arid
increase current iree maintenar~ce purchase order limits untO! a new Request for Proposals
ipmcess with !oeal!y set ptevaifing wages, has been completed and:new agreements have
been aw~ded by the City Council.

’Potential Ballot Measures:: At:the MarchS, 2013 City Council meeting, direction was
:given to conduct additional polling:in September for potential ballot:measures in 2014,
The City Manager is directed to allocate appropriate fimding to conduct polling, The
City Manager will continue to work with the Mayor’s Office on development of the poll.

Public Data in~¢iative:. ’We eonfinual!y look for ways to be open :and tr~sparent.
Transparency encourages publi:e participation, builds pub:lie trust, ~and :promotes
effi:e~encyand ~ffe:e~iveness, ~ initiative :eu~ently :~n useby the Federal GoVer~en~
creates ways for ~hepublie to easily fred, do~!oad, and Use datase~s. C~eafing a simil~
system.for S~Jos~wo~ddeiiver:simil~benef!~sto our City The City Manager is
direc~ to rep:oa back on pfinc~ples~ a:~od~plan, and a budget for a San Josd Public Data

Employee Training andLezdersMpDevelopmen~: Over,he past decade in 0rderto
Save money, our capaei~ :for traiNng and developing the skills of ~ workforce has been
reduced. The City Manager is :directed to provide the City Council with a plan ~o :restore
~ome ~fthat capacity and tlie cost to do so.

Office of She.C~ty Clerk: With a focus on the rapid deliVery o~ quali~y services, an
electronic document management system is needed in the Office::of the City Clerk. This
system wilIact as a self:service file storage system where City staff and members of the:
public can obtain documents such as Agendas~ Minutes, Resolutions, Ordinances,~ and
Contracts without req~ng the assistance of staff. This system wil! offer a robust,
searchable database o£the large ~olume of documents created, .maintained, and stored by
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CO0~INATION

This me~or~d~has been ~coord~nated::~th:the City M~age~ and the City Attorney,



Att, achmen~ A

As in ye~s past, the :City has in!dined extensive community outreach to gather input on
potential budget strategies and priorities.. As we consider how to use the limited amount.
of ~ng we have avNlable, we sh0Nd remain mindNI ofour constituents’ top
priorities;

Communi~ Budge~Surve.~
In January 20i 3, the City ~onducted~a :budget priority st~rvey 0:f:m0te than 900 r, esldents
which toucheg :0~ ~a number’of different budget topics ~d issues.

One ~fthe survey ques~ens asked residentsopinions abom five potentiN areas for
spending.additional funding should Nnding become available ~ hiring more pol}ee
officers, restoring pay for City employees who previously agreed topay cuts~ increasing
library hours, increasing the size 0~ the Fire Department, and increasing community
center hours~ The ~verwt~elming highest priority was hiring.more police officers.

Highes~
PotenfiaiBu~gel EnhanCemen~ P~iori~

Hiring more pNiCe 6fficeis ¸5O :69
[noreaS ngthe size-of the fire

8 32 4O

Ftegt0t ng pay for.::~ity employees who
prey ousy agreed to pay:cuts 17¸ ¸3O
increasing :library- hours l0
Increasing :community center hours

Ail/None/Don’t :know i0 14

Respondents were Nso: ~sked about potentially :increasing City employee pay -
speeificaIly to police officers. They were asked :if theywould support or oppose
iincre~ing: pay: for ::experienced ~:Ncers inorder to encourage:them to stay ~th the
Department. Sixty-three.percent supported the concept while 30% indicated they would
:oppose :this, It is imp0rtant to note that respondents, who indicated they would support
increasing pay for experienced officers, preferred that ~hese increases be funded through
additional revenue rather than cutting services.

Support for Specific R:eyenue Generating Proposals
Survey :respondents were asked to provide.their opinions about several d~fferent :o~tions
for:generating revenue for the City. Specifically, they were asked about seven potential
fi~ance measures :requifing:-voter approval. Only four Of the me:as~es, a one-qum~ter or
one,half percent sales tax, adjusting the Chy’s Business Tax rate,~ and continuing the:
library parcel tax appearto have enough voter Support to consider.



Voter Support for Potential Tax~ Measures

One~uarterpercent
’ g~nerai puPpose

,sales tax

One-half percent
general purpose

sates,: tax

COntinUingthe
library parce tax

Increasing and
changing the-City’s

business .tax

Tota!.

To view the complete.budget priority survey results, visit:
http_ :i/www.sanj’oseca.gov/Archive.aspx?ADID=1576

Ne~ighborhood AXsociat~on and ~outh..CommiS~.ion Prtorg~ Setting Session
At the.Seventh Annual Ne!ghbo~ho:od ASsociation: and Youth Commission Priority
Setting Session, 114 residents~partiCipated in an exercise where they prioritized funding
for City services and weighed in on various cost~sa~g/~evenue proposals.

Top Funding Priorities-A top.priority from the session was public safety,, with
gang prevention efforts~ community servi~ces officers, and crime prevention
specialists: on the prevention side.and additional police Offlce~s on the
enforcement side, being purchased by nearly all 19 ~bles. Other high’pri0ri~
items included eomm-unityeenter and. l~ibrary hours andlthe::elimi~a~ion .of fire
engine brownouts,

T.op.Cost~Savi~ng~e~enue:.~ropOsals - The.:~op cost sav~g p~oposa~s v~ere
eliminafing~~for ~anage;ment p~Ons:.~d redaC~g ataffing in engine
e0mpanies ~om f0ur to three fir:efighters.~ Ne~iy every table ~eed ~0 :at.least
:one revenue genera~ingp~oposal. The revenue ge!aerating proposals: presented
included a parcel tax !for road:repair; :a¼ cent sales ta-x, :and a :business: tax
increase.

~The fui! :eeport :from the. Seventh Armua! Neighbor:hood AssoCiation and Youth
~is:sion: Priod~ S~in~ Session c~ be::found at:
h~p::/i~,,s~joseca,gov!DocumentCenter/Viewi3807



Attae~hment B

¸,

10.

Develo p a budget that balances the.City’s delivery of the most essential.services to’the community with the
resources ,available.

Balance ongoing expenditure needswith ongoing revenuesto ensure no negative impact on future
budgets.and :to maintain the city’s high:standards .offiscal:integrity and financial management.

Focuson business process redesign in lightof the severe staff reductions experienced during the last
Several years ih order.to improve employee productivity and the quality, flexibility, and cost-effectiveness of
service delivery (e.g.~ streamlining, simplifying, reorganizing functions, and realIocating resources).

Explore alternative service delivery models. (e.g., partnerships with the non-profit, public, or private sector
for out- or in-sourcing services) to ensure no service overlap, reduce and!or share costs, and use our
resources more efficiently and effectively. The City Council Policy on Service Delivery Evaluation provides
a decision-making framework for evaluating a variety of alternative service delivery models,

Analyze non-personal/equipmentJother costs, including contractual services, for cost savings opportunities.
Contracts should be evaluated for their necessity to support City operations and to.identify negotiation
options to lower costs:

Explore reNrecting andIor expanding existing revenuesources and/or adding new ~evenue sources.

Establish a fee structuret0 asSu~ethat operating costs are fully covered by-fee revenueand explore
opportunities to eStabliSh ’new feesforservices, where appropriate,

Identify City policy changes that would enable/fa, cilitate service delivery Changes or other budget balancing
strategies.

As additional resources become available, focus service restorations to rneetthe baseline January 1,2011
service levels previously identified by the City Council in the areas of fire, police, library, community
centers, street maintenance, and:facility openings.

In addition to considering the SerVice restorations to meet the baseline January 1, 2011 servi:ce levels, take
a holisti¢ approach regarding the restocation of:services, As outlined in the Guiding Principles for Restoring
City service Levels, allolcate additional resources with the following goalsin mind: ensure the fiscal
soundness of the City; .choose investments that achieve significant outcomes;, and improve.efficiency an~
effectiveness of service delivery. Using a multi-pronged.approach to restodiig direct services, take into
consideration-the following factors: adec~ uate:strategic support resources; adequate infrastructure; service
delivery method to ensure efficient and effective operations;-service delivery goals and current
performance status; servicesustainability; and staffing resources,

Incorporate compensation adjustments in a fiscally responsible manner that does not result in a reduction
or elimination of services in the General Fund.

12. :Engage employees in ~department budget proposal idea development.

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

t4. Continue a community-based budget process where the City’s residents .and businesses are educated and
engaged, as well as have the opportunity to provide ~eedback regarding the City’s annual budget.




