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November 18, 2009
Neighborhoods Commission

2010-11 Budget: 
Prioritizing City Services
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I.  2010-11 Preliminary 
General Fund Deficit
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$96 Million
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Ninth Year of Budget Shortfalls—Why?

Expenditures Rising Faster…

• Per Employee Costs
• Retirement Liability
• Operating New Facilities

…Than Revenues

• Economic Downturn
• Cities Have Slow-Growth Tax Revenues

Presenter
Presentation Notes
The 2010-2011 Preliminary General Fund Forecast is based on the expectation that the economy will remain extremely weak through 2009-2010 with slight improvement projected in 2010-2011.  While the worst recession since the Great Depression may technically be over, the factors which drive the City’s revenues continue to remain at or near their recessionary levels:  As of September 2009, more than 50,000 jobs have been lost in the San José-Sunnyvale-Santa Clara Metropolitan Statistical Area and the unemployment rate stands at 11.8%, just below the August 2009 peak of 12.1%; the value of building permits issued in 2009 is at a thirty-year low and while, at $485,000, the median price of a single-family home has increased almost 20% since February 2009, it remains over 37% below its value at the market top in June 2007; and finally, passenger traffic at the Airport was down over 17% in July and August compared with a year ago.

The City Manager’s Budget Office has completed a 2010-2011 Preliminary General Fund Forecast that will be used as an initial planning tool in the development of the 2010-2011 Proposed Budget.  The fiscal outlook for the City continues to remain dismal as reflected in the $96.4 million General Fund shortfall projected for 2010-2011.  Fiscal Year 2010-2011 will represent not only the ninth consecutive year of General Fund shortfalls, but also the largest gap the City has confronted in any single year since 2002-2003 (the 2003-2004 gap of $92.1 million included the State Budget impact of $10.8 million).  Over the past eight years, the City has closed budget shortfalls totaling $464.6 million.

It must also be emphasized that this is a very preliminary forecast provided in a time of unprecedented economic uncertainty and with limited and in some cases no data available for 2009-2010.  This Forecast will need to be updated as additional information becomes available about the impact of the economy on the revenue streams that fund the City’s General Fund operations.
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II. Solving the Shortfall:
Three Major Strategies
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Three Major Strategies

I.   Reduce Per Employee Cost

II.  Reduce/Eliminate Services

III. Increased/New Revenue
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Options to Reduce Per Employee Cost

• Reductions in Pay (base pay and premium pays)
• Modifications/freezing 5% Salary Step Pay 

Increases
• Second Tier Pension Benefits
• Second Tier Retiree Healthcare Benefits
• Employee Sharing in Unfunded Pension Liability 
• Healthcare Cost-Sharing Changes
• Healthcare Plan Design Changes (co-pays)
• Sick Leave Payout Reduction
• Modifications to Overtime Eligibility
• Disability Leave Supplement Reductions

Presenter
Presentation Notes
General Fund:  The General Fund supports many of the direct services to the community, including Police and Fire services, libraries, parks and community centers, and street/traffic maintenance.



Decade of Investment- $599 million of investments in Police, Fire, Parks, Community Centers and Libraries as a result of 3 G.O. Bond measures approved by voters in 2000 and 2002.



Cumulative Impact of State Takes (1990-01 through 2008-2009) of $496 million
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Options to Reduce/Eliminate Services

1. Deliver Services with Alternative 
Models

2. Improve Efficiency

3. Reduce Number of Employees

Presenter
Presentation Notes
General Fund:  The General Fund supports many of the direct services to the community, including Police and Fire services, libraries, parks and community centers, and street/traffic maintenance.



Decade of Investment- $599 million of investments in Police, Fire, Parks, Community Centers and Libraries as a result of 3 G.O. Bond measures approved by voters in 2000 and 2002.



Cumulative Impact of State Takes (1990-01 through 2008-2009) of $496 million
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Public Safety Is 58% Of Forecast Expenditures 
($ Millions)

Source: Base Budget for 2010-2011

Non-Public 
Safety  
$375.1
(42%)

Public 
Safety 
$519.7
(58%)

Presenter
Presentation Notes
Sales Tax:  5% decline in 2008-2009; 3% decline in 2009-2010:  $16.25 million impact

Property Tax:  2% growth in 08-09; 1.6% growth in 09-10:  $6.2 million impact

Ending Fund Balance:  $8.1 million impact (no excess revenues)

Committed Additions: 25 Police Officers: $1.8 million (half year); $3.2 million (annualized)
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Options  For Increased/New Revenue 
(Require Voter Approval)

Potential Annual Revenue

 Restructure/Modernize Business Tax $500k - $13M

 Parking Lot Tax $2.6 M - $4.5M


 

Tax on Card Room Bank Groups, Change 
Card Room Tax, and/or Number of Tables

$520K - $12M

 Disposal Facility Tax $5M

 Localized Maintenance Assessment Districts $715K - $1M
Close 30-day exemption on TOT Tax $750K - $1 M
Shift Construction and Conveyance Tax from 
Capital Projects to Operations & Maintenance

$1.9M - $3.2M

1/4 % Sales Tax increase $32.9M
Service-Specific Parcel Taxes $7M
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Council’s Nov. 5 Recommendation  

I. Reduce Per Employee Cost One-third

II. Increased/New Revenue One-third

III.  Operational Efficiencies, Alternative 
Service Delivery Models One-third

Preliminary 2010-2011 Shortfall $96 m

If these strategies do not prove workable, the shortfall 
will be solved with service reductions and eliminations.

Presenter
Presentation Notes
Formed “Fees and Taxes “ team to continue to explore options

Are
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III. Approach to 
Prioritizing City Services
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Why Prioritize Services?

• Limited resources require making 
choices among current programs

• Councilmembers and stakeholders have 
expressed an interest in prioritizing 
services at the program level

• Engage the complexity of services and 
stakeholder interests
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Program Prioritization Framework

Stakeholder Engagement

Key
“Program

Attributes”

Program
Priority Scoring

I, II, III, IV

Inform 
Budget 

Proposals and 
Deliberations

City Council
“Priority
Results”

Program
Descriptions

(450)
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• Safe City
• Prosperous Economy
• Green, Sustainable City
• Vibrant Community
• Attractive, Connected Neighborhoods
• High-Performing, Transparent Government
• Reliable, Well-Maintained Infrastructure

San José’s “Priority Results” (Draft)

If you had $100 to invest in achieving the Priority Results, 
where would you invest your money?
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• Degree to which a program is mandated 
by Federal, State, or other regulation

• Cost recovery of a program through fees 
or other non-General Fund revenues

• Potential for another entity to assume 
responsibility for the program

• Trend toward increasing or decreasing 
demand for the program

Key “Program Attributes” 
(Draft)
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Programs 
scored by 
degree of 
influence on 
achieving 
Priority Results 
(4 levels)

0 10 20 30 40 50 60 70 80 90 100

Road and Bridge - Snow Removal

Sheriff - Emergency Management and Critical Response

Sheriff - Dispatch

District Attorney - Juvenile Crime Prosecution

District Attorney - Diverting People from the Court System

District Attorney - Criminal Investigations and Case Preparation

Planning and Zoning - Permit Issuances and Regulation

District Attorney - Economic Crimes and Senior Exploitation

Building Inspection - Permitting of New Construction

District Attorney - Crimes Against Children 

Sheriff - Patrol and Traffic Control

Sheriff - Crime Prevention and Education

Planning and Zoning - Development and Subdivision Planning

Road and Bridge - Traffic Signals and Road Marking

Highways and Transportation - Permitting and Inspections

Road and Bridge - Infrastructure Maintenance

Assessor - Property Appraisals and Valuation Appeals

District Attorney - Prosecution of Court Cases

Enviro Health Svcs - Regulating Air and Water Quality Standards

Justice Services - Alternative Placement of Offenders

Community Health Services - Communicable disease Prevention

Sheriff - Inmate Welfare (Including Work Release Program)

Airport - Airport Operations

Sheriff - Statistical Crime Analysis

Enviro Health Svcs - Planning, Compliance and Community Safety

Sheriff - Detentions

Justice Services - Pretrial Services

Road and Bridge - Median Maintenance

Grants and Contributions - Domestic Violence Assistance

Clerk and Recorder MV - Vehicle Licensing and Titles

Community Assistance - Senior Assistance and Protection Services

Grants and Contributions - Mental Health Assistance

Health Promotion and Lifestyles Management - Children with Special Needs

Health Promotion and Lifestyles Management - Substance Abuse Counseling

Treasurer - Collection and Dispersement of Property Taxes

Coroner - Investigation- Cause and Manner of Death Determination

Open Space - Trail Design, Construction and Maintenance

Clerk and Recorder Elections - Conducting Elections and Voter Registration

Children, Youth - Adoption and Foster Care

Child Support Enforcement - Child Support Enforcement

Children, Youth - Parental Training and Mentoring

Sheriff - Animal Control and Licensing

Solid Waste - Landfill Monitoring and Post Closure Testing

Sheriff - School Resource Officers

Building Inspection - Inspection of Construction and Remodels

Head Start - Early (at-risk) Childhood Development

Community Health Services - Mental Health/ Fetal Alcohol Syndrome

Community Health Services - Pre-natal and Child Health Care

Community Assistance - Income, Utilities, Food and Health Assistance

Grants and Contributions - Economic Development Support (Econ Dev Council)

Workforce Development - Job Training and Placement
Clerk & Recorder - Official Recording of Real Estate Transactions

Community Development - Housing Education and Financial Assistance

Health Promotion and Lifestyles Management - Nutritional Health Education 

Open Space - Open Space Acquisitions

Community Development - Community Development Grants

Library - Teen Educational Programs

Open Space - Park Ranger Visitor Services & Resource Protection

Airport - Rental of Hangers and Facilities

Grants and Contributions - Developmentally Disabled Assistance

Open Space - Weed and Pest Control

Library - Books and Media Circulation

Open Space - Education & Volunteer Services Programs (including Hiwan 
Museum)Library - Computer Access

Coop Extension - 4-H Youth Development

Coop Extension - Family and Consumer Sciences/Nutrition Programs

Boettcher Mansion - Tours and Educational Programs (including Gift Shop)

Boettcher Mansion - Weddings/Events/Conferences

Fairgrounds - Special Events and Campsite at Fairgrounds

Coop Extension - Natural Resource and Horticulture Education
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Ranking of programs would provide:
– A way to evaluate the relative impact of City 

programs on achieving the City’s Priority Results

– A way to see how current spending is aligned 
with priority programs

Ranking of program would not:
– Guarantee that lower-priority programs would be 

eliminated

– Mean endorsement that higher-priority programs 
are being delivered in the most efficient manner

Priority Ranking of Programs 
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• Increased connection of budget to City’s 
Priority Results

• Stakeholder engagement in program 
priorities

• Rationale for reducing or eliminating 
programs that have the least impact on 
achieving the City’s Priority Results

Outcomes of Program Prioritization
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• Input to relative weighting of Priority 
Results  ($100 Exercise)

• Review of program priority scoring

• Discussion of proposed budget in light of 
program prioritization

Possible Stakeholder Engagement
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Discussion

• Does it make sense to create and share a list 
of all City programs?

• Would it be valuable to undertake the 
prioritization project?

• What are ideas for engaging residents?  

• How best to use the Jan. 23 Neighborhood 
Leaders Budget Priority-Setting Session?
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