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CAPI~IAL~ Off SIL[C~)M VALLEY:

TO: CITY CObNCIL

SUBJECT. IV|ARCH BUDGET MESSAGE
¯

" ’ S ~FOR FI~ CAL YEAR 2012-20.13

Memo, randum
,FROM. Mayor Chuck Reed

DATE:- March 9, 2012

RECOMMENDATION

1 recommend that the City Council direct the City Manager to submit a proposed budget for
Fiscal Year 2012-:2013 that ~s balanced and guided by the policy d~re.ct~on and framework of
priorities ou:flined in. t;he .Mayor’s March Budget Message~

INT.RODI CT|ON

I want m think our City Man.ager and City employees for their hm’d work and personal
sacrifices. Our employees are dedicated, mid work hard to deliver ihigh quality services to. the
ms~dent~, of ;San Jose, San Jos6 has one of the l.owest ratios of employees per capita fo.r any big
city in Ne country and our employees coNinually do more with .less.

Over the. pastten: years, San Jos~5 has t5ced enomaous fiscal challenges. As pensionand
healthcare: costs Skyrocketed, we drained money out of services and poured it into retirement
benefits. We’ve eliminated thousands of jobs from our ~,vrkforce, closed comnmnity centers,
laid off po.lice o~ficers aM fire fighters, watched our streets and infrastructure deteriorate, and
cut: maw otiher core services .in. the communi:ty, This has ihad a devastating i.mpact on. ot~
residents, our businesses and our employees.

Fortunaely, ore: Fiscal Reform Plan i.s working. Because of a. willingness to make some very
di.fficult decisions, our City’s fiscal, situation has begun to improve. For example, the painfhl
decisi.m~to eliminate hun&eds of positions mad reduce total compensation by 10% for all
employees reduced our payroll costs by 24%, which slowed the rate of grow4& in retirement
costs. We: have .also saved .millions of doIlars in. annual .operating cos~ by contracting out
services and reorganizing departments.

.In. Mdition, we are beginning to see signs .of economic recovery. While our two largest sources
of General Fund revenues, sales tax and property tax, remain below pre-recession ieveIs, ~ve are
expecting :modest growth in the coming years.
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As detailed in the chart below, after a decade of budget deficits, the City Ma.nag~r is now
wqiecting a $10 million surplus for the 2012-2013 Fiscal Year. This i.s good news and will
allow us to minimize service impacts in the coming year, but we’re not out of the woods yet°
This is just a one-yea~ .reprieve bei~re retirement costs continue to grow again,

20!3-20! 7 General Fund Forecast
Ineremen.~al GenerM Fund Surplus (Shorffa|l)

2,..,()_~.4=_2201_~ ....... 2015-2016 ; 2016-2017
$i0.0M ($22.5 M) ($1..3 M)    $19.0M[    $10.7 M

Ongoing Fiscal Challenges

The Ci:ty is projecting .a $2.2.5 mNion deficit in Fiscal Year 2013-2014~ The primary reason tbr
the shortfall in the second yea," of the Forecast is due m a $295 million increase in retirement
expenses alone, As detailed :in the chart below, during the Forecast period., General Fund
retirement contributions will increase by $48~3 million m $233,9 million in 20t6-2017. For all
funds, the .City retirement coi~ti~?bufion will in.crease by $68.2 m:illion to $314,0 million in 2016-
2017. According m data presented m the City Council on February 13, 2012, the independent
retire:ment boards’ actuaries have predicted that the City’s annual contributions will continue to
increase for many more years after that,

20~3-20~7 CITY RETIRENENT CONT~IBUTtON COSTS
AND BUOG~TAR.Y CITY ~ETIRENENT CONTRIBUTION: RATE~:

.Federated ReUreme~t Plan -

P!an- Retiree: Neal~hc~re J,

It is also important to :note that according to actuaries tbr the independent retirement pIans, we,
ave n.ot yet fully t"unding our retiree .healthcare contributions. Our unfunded liability were up by
over $247 mflllion in 201. i and our two plans currently ihave $t.9 billion, in unf~a.nded iiabilities.~

The City and employees are still in the phase-in period for paying the full annual retiree

1 Cheiron"s June 30, 2011 OPEB Valuations: March !, 20 t 2 Present:at:ion to th.e Police and Fire Retirement Board
2.ite:~P}::’Mar l Zpd~’ see p.6) & January 19, 2012 Presentation to the

Federated Em"to ees Retirement Board (h~:~p-?:,,,,ww ~eth-e~:~e-~;,t: comi’£g?~~.;~~,d~.;~::[~D,,~4.. ] it:,::’,mF~,d::’:l~~’see 4)
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healthcare contribution, Once the phase~in i.s complete~, we w~ll see dramatic increases i.n retiree
heNthcare costs.

According to the cha~above, taken. :from the Manager’ s Five-Year Forecast (p 17,) ~e, City’s
re:tiree healthcare contributions m the Federated Plan (out: of tI~e General Fund) are expected to
double once the phase-in, ends for that plan in Fiscal Year 20t3-2014. The cost: implications of
completing the ptaase-in period ~br t~.he Police/Fire Plan are not yet known and have :not been
fhctored into the projections above -but. we should, be: prepared for a similm: impact. These
looming cost increases underscore the need to esl:ablish a lower cost re:tiree he:al:thcare plan.

Ut~.fortunatel:y, the City’s actual retkement costs coul.d grow eve.n !iigher if~here is anothe.r
recession (and l~he retire.mere funds~ in:vestmen:ts lose money or stay flat) or if the independen:t
retirement boards adoN more realistic assumptions. The retirement bom’ds have bee~ advised by
their actuaries and thei~r professiona! sta~f to lower their assumed rate o~"return. According m
data pm¥ided by the boa~:d.s’ actuaries, reducing the assumed rate of return :~rom 7.5% to 7.25%
would drive our retirement costs UP by $20 million per year.a

addition, we are fac:ing a number of additional, fiscal c:hat.lenges that m’e not reflected in the
CiW’s officiaI .......~ ........"~ .~ ~.~e-Year ~F orecast, most notably:

The Ci~ is underfunding its annu.N mad and infrastructure maintenance needs by
approximately $ !05 million, There is N.so a backl.og of one.time infrastructure needs

¯ ~ " ,.~:~. ~’~’ ~,i, : ¯ ~z
.totaling $474 million in the Ge.neml Fund ($7M .million in all funds)~

Vital services remain well be!ow th.e needs of our co~~iiy~ The City" Manager has
estimated that. it would cost $33 miliion per year to restore most of the critical services to
January 2011 levels, wNch was the goat set in the Fiscal Reform Plan adopted by the
City Council.. However, I believe ,h.at this is only the minimum level of service that. we
should provide our residents, and i.t would cost: many millions of dollars more to restore
services to the levels that our residents expect.

Acknowledging all of {hese ongoi.ng fiscal, challenges is necessary to have .a full understanding of
the City’ s fiscal situation. It .is our responsibility to con.fkont these problems now so that they do,
not place an even larger burden on ottr children and grandchildren.

.Balat~ cit.tg Fiscal .Year 20.12-20:13 and Preparing ]br Fiscal ]~?ar 20.13-20i 4

With a sma!l, surplus in Fiscal Year 2.0t2,2013, next year :is not expected ~o be a year ofpainfu!
service :reductions: However, we :must continue to pursue cost reduction strategies and more
efficient ways to provide City services ~4hile evaluating operations to better deliver services.

2 This figure is based on data provided by Cheiron, the independent retireme~t boards’ actuaries, d~ing the October

20, 20t I presentation m {h:e Federated Cik~ Employees’ Retirement System Bom’d
:~:er~comi~:@oad:~/FE~)/4 ~ :i.~emFec}Oc~:~ ~.~~~; see page 9 of th.e presentation/page I 0

of the PD~F) and a November 3, 2011 wesentation rathe Police and Fire Retirement Board at ks November 3, 2011
MeetN g (h ~::~:~:? :/?ww w.s ~2g~~ii~~~.~.~2~2_~J;2.}:~[.k~:!~~???:.;[.~; see page 9 o f th.e N:ese-n.tati on. /
page i0 ofthe PDF)
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Given. the pr~iected shortfall in the second year (2013-201.4) of the Forecast of $22,5 .million, ~he
City Manager is directed to ’use ~he $10 million sm~ptt~s ~nd $12.5 miIlion future deficit reserves
as one-time bridge funding to avoid :direct service cuts until the savh~gs are realized from ~he
pensi:on ret~brm ballot measure .and the other Fiscal Re£b.rms, T.he City .Mm3.ager is directed to
prioritize remaining one,time, funds on the restoration of crNcal infrastructure and maintenance
needs and the pay dov~n of expired debt.

We must be rest~:ained in the temptation to add back direct services with ongoing impacts.
However, in some areas of our o:rganization the cuts i~ave been too severe. The City Mmaager is
directed m review operati.onal needs within Ne City that. pose risk and consider Nnding these
critical needs, Funding to supp~m these needs ~.ou!d co.me out of sa~vings achieved fl~rough
operational efficiencies and other ongoing ~m.tions.

.Mo’v~n;g .forward in developing next year’s budget, chatlen~ges remain in achieving long-te~m
fiscal stability m~d in maintaining the City’s service level goal.s. WiN that in mind, the Ci!ty
Manager is directed to use the Budget Ba!macing Strategy Guidelines as detailed in Attachment
A to heIp balance next year’s budget.

Restoring Services

The City Council already took a significant step ib.rward, in. restoring services when it approved
placing a pension refom~ batlot ineasure before the voters during the upcoming June election.
But we must conthme implementing the other elements of our C.ity"s Fiscal Reform Plan. This
includes:

Implementing a lower cost medical plan tha~ wiI1 reduce healthcm’e costs for both the
City an.d employees (appx. $ t3.9 .million in. General F~md savings)
Ending sick leave cash.-o~ts (appx. $6.2 million in General Fund savings)
Eliminating overtime pay ibr management employees exempt under the Fair Labor
S̄tandards Act (a.ppx. $i.2 million in Oenemt Fun.d savings)

Alth.ough necessary, few of these decisions wil.l be easy, butif we contlinu.e to address our City’s
fiscal problems head on, we wiil finally be able to eliminate our structural budget deficit, halt the
decline in jobs an.d begin to restore services.

As we get closer to eliminating our deficit, we can. now begin the discussion of how to -restore
services. Moving forward with the implementation of tt~e Fiscal Reform Plata, the City Manager
is directed to use the principles listed in A~tachment B as a guide towards the restoration of
services.

BACKGROUND

Cmnmuaity B~dget Survey

My staff.has been working closely with neighborhoods .and residen,ts to obtain their input
tI~roughout the budget: process. In January 2012 a bctdget priority survey of more ~han 900
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residems was conducted, and. residents were able to give their input on. their bu.dget priorities and
many different budget questions,

Overall, the survey reaffirms iprevi.ous years’ results that residents fax’or reducing employee
compensa.tion m~d.benefits rather than reducing City,’ services or raising additional, revenue.
Residents also: favor budget balancing strategies that .result in minor or no service reductions.
Residems also semn. m be more open Nan. in previous years in supporting a revenue measure.

Pre]&rred Approach: to Balanci..ng the Budget

Reducin~ City’s
~mNoyees’

compensati~on and
retirement benefits

Re~ucing existing City
se~vices

Raising additional
revenue,, incl~uding

t~xe.s or fees

~;0%

84%

0% 20% 40% 60% 80%

SUpport flog Various: Cost Sa~#~g Proposals

¯ ~ere ov,crwhel.mmgIy supposed by residents surveyed.T.he tbtlowing proposal.s ~br cost savings v~" : ° ~ ’ ~ ’. .

Selling one of three City-owned golf courses (85%)
Consolidating City Boards and. Commissions (83%)
Selling surplus City property (80%)
Suspen!ding the one perce, n.t Capital Improvement Project N~dget set: aside for public art
until the City eliminates the :backlog ofunfinished infrastructure projects (77%)

S~t?portJbr Specific Revenue Generating Propos’als

Survey respondems were askedl m provide ~heir opinions abom several differem options for
generating revenue for tI~e City. Specifically, they were asked about six potential fi~ance
measures requiting voter approval: three that would directly raise new revenue, one that wouId
maintain existing revenue by extending the .existing City library parcel tax, and two that would
reallocate existing :reve.nue sources. Only t!~’ee of the measures, a one-qum’ter!one-halfpercent
sales tax, adjusting the Ci~"s Business ’l"ax rate, and a reallocation, ofh.otel tax revenue ~om
cultural arts to .fhnd essential services appear m have enough public support m consider~
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One-quarter/one;half percent sales tax (65%)
Adjusting the City’s business mx rate (66%)
A reaIIocation ofhotel mx revenue (70%)
A contiimafion/reduction ai~l continuation of the cnrrent rate of the library p~cei tax
(60%)
A reallocation of construction and com.,eyance tax (54%)
A $95 parcel tax to fund City infrastructure services (51%)

Neighborhood Association and Youth. Commission Priority Setting Se.ssion

At the Sixth Amaual Neighborhood Association an~d Youth Commi.ssion Priority Setting Session,
87 residents prioritized City, services.. Participants were comprised of members of neighborhood
associations, neighborhood commissions, and the Youth Commission,

Each exercise took place a a table with 7-9 residems along with tx~,o volunteers from Imaovaion
Games=, Participants were given two 1ins of programs with a l.imimd amount of"fiands." The
first list. consisted of proposals for sea, ice enhancements and the second, list consisted of ideas
ii~r cost saving/revenue proposais. Participams conld, receive more funds to purchase
neighborhood services if the team unan.imous{v.~ decided to approve a cost saving!revenue idea.
The exercise was designed .to determi?~e what programs were held in. the higMst .regard. by
residents,

Res’ults

It was dear from the exercise tha gang prevention and other forms of"non-:pofice"’ intervention
to increase safeW and Iivabilily of the City were top priorities, Residents also showed a strong
&sire to increase revermes (raise taxes) m improve pavement conditions, lt is important m note.
that those mares that, enacted, a sales tax spent significantly less money .on funding iproposais than
was available, with an. average of $12 million of unspent funds. This is a clear indica,ion, that
{hese participants favor a p,rudem and measured approach to budgeting and spending.

Funding iProposals ...... The top proposals for funding were gang prevention ef%rts, general code
entbrcemem, restoring the pm:k. ranger program, neighborhood, and. school traffic safety, and
increasing library hours. As we begin m restore services after the Fiscal. Reforms are
implemented, these proposals must be givm~ a high priority.

Cost, Saving!Revenue Ideas - "i~he top cost saving ideas were eliminating ove~ti.me for
management positions, workers compensation, and disability retirem.ea~:t reform. The top revenue
generating proposals were a ~A cem sales t~x and the business tax adjustment,

The full .report from. the Sixth Annual Neighborhood Association and Youth. Commission,
Priority Setting Session cma be found at:
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" " ..... " S__tN~STMIENT STRATEGIEs..:

While our fiscal simation :has improved, we must take a prudent: approach to this year’s budget
and start, planning for the $22.5 miIlion defidt projected in Fiscal Year 20!3 ~2014. We also
need to be aware that this figure could, rise, given the volatility in the economy and the
uncertainty in many other revenue and cost factors. As a result, we should consider setting aside
much of our ongoing surplus revenues and future defici, reserve,

However;. we d.o have an opportuniU m strategically invest some of these funds on a one-:time
basis :in Fiscal Year 2012-20’13. 21his @proach would altow usm address some critical needs
now, while ensuri~ag that ftmds remain available to 7help address :our’ Ntu~e projected sho~fatl~
These kinds of one,time in:vestments include paying d.ow~ndebt: and. repairing cri.~:ical.
infrastructure with a high-risk or high-cost of {hilure. These one-time investments can also serve
as bridge funding while we pursue fiscal: ~efomas tha{ wi!t allow us ~o maintain these programs
and restore addi6.onal services on an ongoingbasis.

1. Co, mmuni.D~ and Econ,omie Development

Stoat| Business De~,eiopment Services Pr(~ject ManagieriF.xpediter: The City
Manager is directed to fund a position that serves as a single point of contact for small
business development projects going through the development p~:ocess and worlks witlh
Development Services parmers to accelerate pm:mit processing schedules,

Downtmvn Association.: "Ehe San Jose Dovw-.ttown Assodation will continue to play an
im~po~m~t role as the City’s parmer m activate and promote the Down, own. The C!ity
Manager is directed -to allocate: $260,0:00 in one-thne funds from. the Parking Fund to the
San Jose Downmx~. Association.. The scope of work will include services related m
downto’~x~ business retemion and recruitment, promotion, and event produc,ion, $40,000
in funding is avaihible from TOT i’unds and an addi~tio.nal $20,000 in funding is available
through the ESD grant program. This :will ensure that the Downtown Association
remains at the funding levels as the currem >*eat:, which was a. large reduction I!rom the
previous year.

Arts and CuRural Institutions: San Jos$’s culmraI institutions and event producers
provide si.gnifican, economic benefit, retract regiond participmion, and raise significant
of their-fhnds fi:om the: private and philanthropic :sectc~ts.. To support the growth of
external funding, the CiW Man~er is directed m provi&fl~e nonprofit operators of City-

’ I ~ . Children s Discovery Museum, Sanowned cuimrat faciliiies (San ,. ose .Mu.seum of A:~, ’ "    ’ . ~
Jose Repertory Theatre, Mexican Heritage Plaza, and Tech Mt~seum of hm.ovation) with
operating funding equal to iast year’s Nlocation which was a reduction from prior years.

2. Public Safe~" and Neighborhood ~.,er~ ~ces

Library and Community Center Openings: The City Manager is directed to begin the
S~::. err I ~ees,process of opening the closed community facilities.. These include the "o-v ....".~ ~

Bascom, Educational iPark, and Calabazas Branch LiD:aries, and the Bascom Community
Center. Opening these facilities has been a long priority for our community. If possible,
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redirect existing cm~ent year resources to. open the Bascom Community Center prior m
July 1 m allow for as much. summer programming opportunities as possiNe.

Gang Prev emion Funding and Safe Schools Campus Initiative: The City Manager’s
Forecast includes $2A milli.on, in fimding .f.br the opening ofthe Police Substation. Gmag
prevention effoAs were a priofi-ty for our residents and our neighborhood associations
during our community budgeting process, The City Manager is directed to allocate $2
million for gang prevention program.s, BEST funding, and fl~e Safe Schools Campus
initiative; by delaying fl~e opening of the Police Substation. The remaining funds f?om
delaying the opening of this ti~cility shoNd be used to help s:nppo~: oneqime ftmded
public sat~:ty ffems th.a, .are due to expire in June.

Crossing Guards: The safety of our school children remains a top priority fi3r San Jos~
:residents, as well as the City Council.. Dufi.ng. meetings with SuperinIendents at the.
Sch.ools/City CoIlaboradve, the Superimendents stated that tNs was the most important
service: the: Citly provides for the: schools. The City Manager is directed m maintain
ffmding m ~the element~~ m~d middle school crossing guard program.

Children’s Health .initlati~-~e: "iiIae Anti-Tobacco Master Settlement Agreement funds
have provided valuable funds to improve the quality of life of San Jos~’s youth and
senior popuIations througta the Health.y NeighboNoods Venture Fund (HNVF) program.
The CiV Manager is directed to m.aintNn fi.mdi:ng for the Children’ s Hedth Initiative.

e~ Senior Se~ices and Wdlness/ttNVF: The Senior Nutrition Program pro~’ides healthy
meals mad. social activity to San Jo.s6’s elderly residents, Through this program, seniors
receive nutritious meals and social interaction thin prevents them from being isolated.
Together wiih. the many .social services that sttpport this program, seniors are able to live
more active and independent lives. L.ast year, the City in collaboration with the Senior
Nutrition Task Force, maintained senior .nutri.tion services at the i 3 current. Ci~ty sites.
The City Manager is directed m cominue to support tt~ese efforts. The City Manager is
also directed evaluate this program t~br potentiM improvements~ To continue the strategy
approved last year~ ongoing funding of $400,000 shouid be ailocated from the HNVF
Competitive Fund.

Earlier in the year during the Community iDevelopment and Bloclk Grant (CDBG)
discussion, fl~e City Council set a target m allocate an additional $400,000 towards senior
services. Approximately $200,000 wil! be allocated as part of a CDBG grant. The City
Manager is directed m allocate an additional $200~000 in: one-time funds to mee~ this
target.

Community Action a!~.d Pride (CAP) Grant Program: The Community Action and
Pride (CAP): grant program provides small grants to San. Jos~ neigh.borhoo~d groups to
fund a.ctivNes that result in cleaner, :safer and more engaged communities. The CAP
grant program stopped receiving ongoitag GenerN Fund budget alI.ocations in the 2008-
2009 Operating Budget.

The .program, which is administered under the direction of the City Administration, was
able m hold onto funding thin had, remained in the program, to fund grants over the years.
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As a result of careful use and monitoring of funds, there remains savings of $110,000.
The City Manager is di:rected to reallocate this funding to conti~me the program into next
year.

Counselirtg Services in the Police Department: The San Josd. Police Departmem’s
Chaplaincy Program has traditionally provided police officers, their t2~miiies, and City
residen{s ",@h counseling se~’ices. More {hun 20 volunteer community Chaplains,
rewesenting various faiths, offer counseling and support in departmental timcfions such
as promo-tions, gradua~sion ceremonies., and funeral arrangemen,s. The City Manager is
directed m allocate $20,000 to be used *br counseling services to the Police Department
and the community.

Communi~, Development B|ock :Grant (CDBG-)~Iousing and Urban Deve.lopme:ut
(HUD) 1.08 Loan: As part of de:termining the finan.cial state of the Successor Agency to.
the Redevelopment Agency; City staff prqiected furore property tax increment revenues
and analyzed the level ofenR)rceable obligations tior the Forecast period. Based on that
analysis, it is projected tha.t there will not be sufl]:cient tax incremm~t to pay all the
enIbrceable obligations for the .first. *bur years of the Forecast period. Per an agreemem
between the Fedeirat Department of Housing and Urban Development, if the Successor
Agency is not able m make the loan repayment :for the HUD Section 108 loan progrmn,
CDBG tSands can be used. m cover the obligation. The City Manager is directed to. use
CDBG tim.d.s m fulfill the debt service requi:rement if’the Successor Agency cannot mak.e
the payment.

Medical Marijuana Dispensaries: In. Jarmary 2011, our Finance Depa~menl e:stimated
the ~number of marijuana dispensaries at .~~ :.. ’r ~ivenme: re than i 00. in !-ebrua I~, direction was ~.
to focus enl~arcemen~ on the dispe~:~sm:ies causing the most problems and generating the
most complaints~ Last. year roughly $1,2 million :t~om. the Marijuana Business: Tax was
allocamd to maintain oversight over the closure of those establishments nm registered
with the City. Enforcement is a priority for City Council and funds should be used for
enforcemem, but at the most cost effe.ctive level possible. Every dollar allocated for
enforcem.e,~t s, at!fis a dollar that can be used for patrol or ad@ionai library hours. The
City Manager is directed to review and report on the funding efforts from last year and
bring ~brward a pmpos.al that meets tt~e .needs of tl~e marijuana enforcement: program, at
the towest.possiNe cost. These Noposals should :be one-time un,il the.re is more certainty
related to the legislation.

La Raza. Study: For years, we lrave seen Latinos disproportionately represemed in our
criminal justice, juveNle justice, and child welfare systems. Wi{h so many different
causes mad factors involved:, this problem has long been considered impossible to solve.
Yet, through the leadership of La Raza Roundtable, we now have a broad collaborative

of govc~.nment to address tlhe variouseffort that cuts across different agenci.es at~d levels .......
pieces of the problem. The City Manager is directed to aliocate $50,000 towards this
effort..

Christmas in the Park: Christmas in the Pm~k (CITP) is a San Josd tradition, and a
longstanding anchor of the City’s Downtown l~3r the Holidays attraction se~wing locals
a:r~d visitors alike. EacI~ year, the holiday event generates significam economic benefits
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to {he community, b:finging in. app~:oximately ~, 1..: .:.~ milliota in: total visitor spending and
generating critical economic activity for the restaurams, businesses, and attractions in the
coredowntow:n ~e-a, Over the past year:aM a h.a!f, CutturM Affairs staff:has been
working with the CITP board to transNon the nonprofit fi’om aCi~y suppc~rted eventm an
independent organization respon.sible for producing the e~*ent, raising the funds, and
managing th.eir own staff. The las.t.City funded position was eliminated in February. I
recommend a one-time transNon grant to be allocated from additionM m~expected TOT
rev.enues that were ~cogni.zed at mid,year. CuRural Affairs funds ~e restricted and
cannot be used for other purposes, Aitocati.ng these funds m Chri.stmas in the Park will
help minimize potential impacts to the General Fund.

Fair Swim. Center: The City has been informed that {he cun:ent vendor operating at Fair
Swim Center will not continue to offer aquatics programs this summer. In order m
continue operations this summer, the City Manager is directed to at!ocate $30,600 in one-
time: bridge f~mding while PP(NS seeks a new vendor.

3.. Transportation and Er~vironment

Street Maintenance and Repair: The lack of sufficien~ ftmding has resulted in deferred
maintenance and a decline: in tlae condition of the City’s infi:astructure, particularly our
road:s. The 12..,400 mile roadway he,work requires m~!.ch larger investments o:f funding
than is cun:enfly available to maintain and improve tI~eir condition. As a result, the
Administration is recommending funding be allocated for use on a 400 mile priority
street network of main. roads that are most heavily used by San Josd residents and provide
access to majorjob centers and residential areas thmughout the City. By investing
limited dollm,s on priority streets, those streets can continue tobe well maintained aM
kept in good co~dition, avoiding the :much Ngher costs of rehaNIit.ation wh.en
.mairaena.nce gets deferred.

A recent report to the Transportation land Enviroment Committee identified a need of
$100 million, annually to properly maintNn and improve the entire 2,400 mile street
network, and ax-ai.lable funding of $1.8 million, The funding is proposed to cover basic
pothole patching and most of the maintenance and repair needed for the 400 mile priority
n.etwork, The funding is $2 million short of whm is needed to fully cover the
maintenance of th.e priority network. The Administration is directed to prioritize t’tmding
from available capital and .general sources to fully fund the priority network, and to
evaluate whether any other funds can be allocated to cover the remaining 400 miles of the
m.ajor street network and th.e assodated $16 million, needed. There is recognition that t!he
1,600 miles oflocaI/residentiai :roads would have maintenance deferred under this
approach. The AdmiNstration is further directed to work with the Mayor’s O~fice to
explore and report back m the City Council i.~ June on. the feasibility of using General
Obligation Bonds to rehabilitate streets in poor.condition, with parti.cular emphasis on.
those roads in our neighborhoods.

Keeping San Jos~ Streets Safe It:or Pedestrians, Bicyclists, and Motorists: Over the
last two decades., San Jos6. has continually imp:roved its street safety record and has an
injury crash rate ihalftlae national average; A consistent focus and investment in
engineering, education and enforcement over that period has contributed to the sa~?ty
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record, Our e~tbrts have been essential to keeping: the community safe on the roads, and
have the added benefit of reducing emergencyresponses by our Police m~d Fire
Departmems, However, recent budget balancing has limited investment in traffic sa*bt.y
devices and pmgrmns and. ihas eontribmed to a leveling off, and in some cases slight:
increases in ir~jury crashes along ma~jor st~.’eets for pedestrians, bicyclists, and seniors,

The Administration is directed m idemif~ a~;ailable traftS.c capital fu.nds to invest in. safety
devices and p:rogrmns targeted to themost: sensitive areas such as: m~or roadway
c.rossingpoints; location.s where t~ghly visible signage, markings, and devices will make
.... .. and. cost effect~.v~ e.d~catmnpedestri.a~s, bicyclists, and: motorists~more aware and ate~.;; -":~ ’ " ~ " ~ :’
efforts targeted at: ~he most vu~rablepopulafions like seNors, children, and Ncyciists~

4 Street Garage Debt ServicetParldng Fund:: Per the bon.d covenants :[br the 4m and
San. Femm.~do Street Parking Garage, revenues &both the Successor Agency and the
General Purpose Parlking Fund m’e pledged to trtake the loan. ~:ep.aymen, for th.e annual
debt services of $3.4 million related to this facility. In the ex’ent the Successor Agency to
the iRedevelopment Agency has insufficiem revenues to make the payment, the
Administration is directed to aitocate timds in the General Purpose Parking Fund for the
debt service payment.

.Autumn Parkway Project: The City’s economic development strategy ide.ntities
development of the Diridon Station area as a priority strategic goa!, m help ensure tile

includes t. e HP PavilionCity’ s long-term economic success. The !Diridon Station area ’ ’ ......~ ~h.~
and a plan. tbr developi.ng a world-class entertainment, remit and ofl~ce district. A key
transportation investmen,, to serve tha, area is :the extension of Autumn Pm:kway from
Coleman Avenue to tlae HP Pavilion..Getting ,he roadway constructed over rhe Union
Pacific railroad tracks by 2013 is necessary to comply with Public Utilities Commission
approvals ibr a new railroad crossing, This project was previously budgeted by the
Redevelopment Agency prior m its elimination by the State. The Administration is
directed m identi,~ project money in the C@tal CIP and to seek alternative funding for
the Autumn Parkway project.

4. Swategic Support

.Essential Ser~ces Reserve: The City Manager :is directed to set aside $1..mitlion of one-
¯ time :funds that may be used tbr the pm~ose of supporting services that are of essential.
importance m our residents. Ser~:~ce.s deemed essential by the City Com:~.cil may be
funded with the u.se of these one-time funds.

City Cotmcil Appointees: To ensure overatI stxategic leade~ship mad service delivery/!or
t!~e organization, and. ensure that servi.ces are stabilized,, the Mwor’s Budget. Office will
work with the City Council Appointees to bring forward a budget to maimain the same
service level except where program changes may be wan’anted and one-time funding
expires.
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Data Ar~a|ytics Programs: Analytics programs increase efficiency, create cross agency
transparency, and m~able irmovations wt£1e reducing the cost of governmem. The City
Manager is directed to work with tlhe Mayor’s Office to review the opportunity to use
data., anat?4cs programs i.t~ San. Jos4 starting x~d~h the Police l)epartment.

Outside .Legal Assistance: tn the City Attorney’s Office, al! but five attorney positions
are members of the Association. of Legal. Professionals. The CiD’ Manager is di~:ected to
wo.r:k with the Mayo.r’:s Budget Office and the City Attorney on. an a.ppropriate level of
ongoing fundi~g to provide for ot~tside legal counsel for labor negotiations,
representation at the Retirement Board.s, related PubIic Records Ac~. requests, and on
other.maIters as necessary~

Rex,iew of One-Tim.e Funded Services from 2!!11.:-2012: The City Manager is directed.
to review one-time funded services that were included in tt~e 20I 1.-201.2 Adopted Budget
to determine realIocating resources to continue onan ongoing basis where approNiate,

COORDINATI;ON

This memorandum has been coordinated with the City Manager and the City Attorney.



Attachm.ent A

1. Dev:e!op a budget that: balances the City’s delivery of the most essential services to the community with the
resources available.

2. Balance ongoing expenditure needs with ongoing revenues to ensure no negative impact on future
budgets and to maintain the City’s high standards of fis.caI integrity and: financial management.

3, Focus on protecting vital core City services for both the short- and long-term. Analyze existing service
levels and focus on delivering those services that are: most essential.

4. As outlined in the Prin.ciples for Restoring City Se~ice Levels, allocate additional reso:urces with the
following goals in mind: ensure the fiscal soundness of the City; choose investments that achieve
significant outcomes; and improve efficiency and effectiveness of service delivery.

5. Explore personal services cost savings., including overtime, subject to the meet and confer process where
applicable; The Fisca! Reform Plan approved by the City Council with the adoption of the 2011-2012
budget outlined a number of cost reduction strategies, including several retirement-related reforms, that
continue to be pursued.

6. Analyze non-personallequipment/other costs, including contractual services, for cost sa~.dngs opportL~nities.
Contracts should be evaluated for their necessity to support City operations and to identify negotiation
options to Iower costs.

7. Engage employees in department budget balancing idea development.
8, Focus on business process redesign in light of the severe staff reductions during the last three fiscal years

in order to improve emp!oyee produ.ctivity and the quality, flexibility, and:cost-effectiveness of service
delive:ry (e,g,, streamlining, simplifying, reorganizing functions, and reallocating resources),

9. Explore aIternative service delivery models (e.g., partnersNps with the nomprofit, 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.

10, Identify City policy changes, that would enable!facilitate service delivery changes or other budget balancing
strategies.

i 1. Explore redirecting andlor expanding existing revenue sources andtor adding new revenue sources as
ouNned in the Fiscal Reform Plan.

12. Establish a fee structure to assure that operating costs are fuIly covered by fee revenue and explore
opportunities to establish new fees. for services, where appropriate.

13. Make every effort, if operationally feasible and needed for cost-effective service delivery, to eliminate
vacant positions, rather than filled posi:,tions, to minimize the number of empIoyee layoffs. As service levels
change., ensure that management and administration are- re-sized as appropriate.

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

! 5. 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 feedback regarding the City’s annuaI budget.



Attachment B

Ensure the Fiscal Sottndttess of the CiO~

Develop the General Fund budget to support the: City’s mission and use the City
Coun.cil-approved BudgetBalancing Sgategy Gniddines (Attachn:tent A)to
ensure the Iong term. :fiscal Malth ofthe City.
Ensure services fhat are restored can be sustained over the iongmm m avoid
future service disruption. (Use Five-Year General Fund Forecast as one: tool.)
If possible, defer adding new permanent positions until new retirement system is
in place.

Ckoose Investment~ that Achieve Sigt~ifica~tt O~ttcomes

Ensure restored services represent City Council priorities and the highest current
need in the comm~unity.
BaI..ea~ce investments mnong three categories:

Restoration of services (public safety’ and non-public safety services,
including criticaI strategic support services).

, Opening of new facilities.
Maintenance oi’City i,ffrastructure and assets.

Prioritize basdine service level restoraions ’using perfor, mance goals.

Focus: fundingon areas where there is a high:probability of success and/or a high
cost of failure,

i. Focus funding on ini~astructure needs where there is a significant inc.re~e in
cost if maintenance is deIayed (such as street maintenance),

ii. Focus investmen:ts in technology ~hat have the g~eaer return on investment in
tin:ms of services to the public and employee .p.roductivi.ty,

Improve ttte ~fficienw and Effectivenest’ ~(Service Delivery

iBe*bre restoring prior service methods, eval.ua, e options to d.etermine if
ai,ernative service delivery models would be nmre cost effective.

Ensm:e slrategic support, and technology resources are capable of supporting direct
service deI:ivery and efI~.ctive management of the: organization.

max.~.m~ze x~ o~klm ce productivity,Priori.fi.ze organizationa! investmen.ts tha~: " ~’ ’ ~ .~ " " ~
efficiency, and effectiveness.

Purs:ue opportunities and methods, including performance, to retain., attract, and
recognize em.ployees within resource constraints.




