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I recommend that the City C'OUIICII dir :ct the City Mnnager to s u b n ~ ~ t  a proposed halanced budget for 
Fiscal Year 2007-08 [hat rs g,u~deil b y  he policy direction and frarnevvork sf prior~ties outlined in 
this message. Proposals for Ludg~cr I etluctions s h o ~ l d  be developed wit11 a level of analysis that 
includes detailed data, justification, and outcomes lor City Council consideration later this spring. 

In acccxdance with Section 1204 of  th San Josk C'it?? Charm, 1 present my Fiscal Year 2007-08 
Budget Message fix considerat~oal by 1 he City Council and the public. The Mayor's March Budget 
Message is based on several SOUP~:I:S rht:se inelude my ~cccnt  Stztte of the City acidress. community 
survey, input from the commt:n~tj~ and Cn~xncilmeml,ers thouglr priority setting s~bs:,ions, and budget 
balallcing strategy prillciples recomn~cndec in ;he C11y Manager's Budget Request arid Five-Year 
Forecast document, 

The goal of this memorc"enduLr~ is to provide an initla% frame\vork for the City Counczl to give the City 
Manager specific clirection on M;rrch 2 0" ha( prepale proposals fbr the Council's budget deliberations 
in May. The information in iilii; dncur lent shol~ld tit: considered preliminary. More accurate and 
current information miill be irlcluded ir the proposed ~ u d g e l  submrttech by the City hlanager. Further 
City Council discussioi~ and addi~ionn'r budget study sessions and ptrblie hearings will take place 
before the final budget is presented for adoption in Jtme. 

This year's Mid-Year Budget Repon iiiciurted some el~couraging news about the d 'ity"s economic 
sieuation, including revenues tracking ienerally at or above estimated leveis and e~cpenditures 
remairking within budgeted levels. EIo:vever. oar coqrs 10 provide services lo our residents and 
businesses continue to escala~.e. 

For several years. we have sevese:y Iir~~j?.ed hiring to fill vacancies, tbtbs reducing the size of our 
workforce. Salary increases are not altjnc in  addiug. 10 our costs f'tar services. Other factors include 
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rising healthcare and retirement costs. (See Figure 1 b e l i ~ )  '3enefY1 C ~ P Y ~ S  continue to increase with 
next year's p r o j e ~ t i s ~ ~  inclxiding a 12?4 iincrease in health .nsni arrce costs. 

Figure 1:  Average Employee Salaq and Benefil: Growth* 

Salary R Other  
Compensat~on 

W R e i ~ r e m e n t  

" F~gures based on Adopteti'Forecast Budgets allti repiei.ent ail a?prox:ma?c average msi dui: n partial *.eal i i ~ n d ~ n c  of somi: positioiis in each yeas. 

The City of §an Jose is in F~ra extrelncly difficult fina~ac,i:il -;~tua<ion. We dre no1 unrque in this 
regard. Many cities, eountnes and states across t l ~ e  nation face similar ar~rl even worse financial 
dilemmas. The simplie reality i s  t:~it we have a sariactural bndgst delicit where ongoing expenses 
exceed revenues. 

The structural cleficnt is not a new situation. As has been the c: sc for tht- past five years, the 
projected growth in revenlies is not expected is keep pace mith the ~.~ro.ii.czed growth in expenditures 
in the Forecast Base Case, resultrng ~n a persistent srructural deficit ~n the General Fund. (See 
Figure 2) The deficit has gso~vn due to liotcer rcvemues, ~nf'lati 3x4 and gii7a,oe and benefit cosi 
increases. Our budgets I~ave been dexjeloped with rhe hopes th it the economy urould bounce back 
and revenues would once again b(iom. However, even if w e  bc ne fit !?ol?r an economic recot ery, that 
will not be enough ro eliminate oiar sfructuraf g q  
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Figure 2: 
200.4-20 12 <;enelpal Fund Forecast 

PROJE<:T?E+) RE:VIE;NUES AND EXPENDITURES 
($ in thousands) 

.- P-SE C-\SF BASE EXPEYDIT!!REF: W!C@Mh.II?'TED P.DDS~ 
I 

Z! BASE EXPENDITURES W/1!'JME i NL E:ES 
-- -- - 

Phe focus of this Eludgea AMessagc 1.; address the structural budget deticlt. A clear distinction 
needs to be made between ongoing 2nd O X ~ S - F ~ ~ ~ C  cnsl redrrctions and reverzues. Orre-time options 
help balance a panicular peal "s budge1 , but do not resolve the structural deficit. (3.lng;oing cost 
reductions, balailced nit11 reasonable zcst~rnptions of regenue genrration, are the only means by 
which the structural deficit can be soIv,:d. 

COMMUNITY TEASED BBJDGErI' 

In these challengii.ig e(,ono~nic tinies i i e  n1~~"11:ont1rlue lo reduce ~ostis and airn to rnalntain services. 
We aiso must focus 011 our hrghesi pr~olitres gikeai our llrr~lted rcssourccs. Governing means 
choosing and we will habe ro make .mne tough choices agaln tbls yea, 

The communily survey and City C:OUT);I~ and neighborhood Priorilj~ Setting Sessions help steer us in 
making the right decisrons. Furldillg programs considered to be a law priority by the community 
must be seriously questioneci. Tl11: i-cs dents of Sar~ Jose deserve solul~ons that are based on long- 
term perspective, not one-time iixes. S )ur ('lly Manager r Budget Clffice estirnater; that the gap 
betweell spend~ng and revenue will un3y grtwv Bn the 11t3~t years, sesult~ng irs a cumulative $75 
million dollar shortfdll over rhe next thee r ear:;. 
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With regard to reducing costs, thz problem is rhat 550 3% or  the Cxty's Base 2007-2008 General Fund 
budget is allocatecl to poiice and fire services. 'We must rema m cognizant ofthrs and that the 
community ranks these serviccs as \ ery Importpint. iiowever, we atlust also recognize that many 
non-public safety qervices are impoaant and some are parti all / offiet by their ovvra revenue sources. 
Reducing these services ct~uld resiilt in a correspondia~g rcduc .ion in re venue and will not serve to 
solve the strucmral budget deficii. Therefore, it is not prat:tica1 to elirnli~ate the budget deficit solely 
by cutting non-public safety batdgcts. Given than the ejeilcii is pa-ojccte3 lo be in excess of $16.2 
million next fiscal year, c~itting this much out of nsn-safety p~ ograrns and sert ices could not be done 
~vithout wholesale elimination of many programs and servit:ek 

The Community Based B~adgeting process and the steps we art.: fakrl-eg go beyond z~ddressing the 
fiscal challenges fhcing the City of San Sos6 '&'hey also provie le a blueprillt for future governnient- 
community interacxions and decisic~n-~anaking, \a or-king towar6 tile following fundamental objectives: 

Trust 
Restoring trust between the Ci1.y'~ govermner~t and the cornm~in~ty it srives rs an essential elernent 
of Community Based Budgeting. Phe belief is reflected in "re inclus~vi: nature of the process, which 
invited all sectors of the commurn~ty to join the dialogue about the City s budget challenges and 
solicated input into priorities and solutions. The con~inued dic?:oqui: over the next ses7eral years will 
reinforce the trust built over the last several no~llXls. 

Transparency - 
Transparency reveals the complex decision-rrtaking ploceises mci suatcgies required "c deliver 
services to a city of over 850,GOO residents, The, cchailengs I'rt: d.::,',rry kcel; wlil require readily 
accessible ~nformation and i d e a  Gorn varied sources. TVltl-; arifc~rrned communzty input and 
continued fiscal discipline. the City will "o able to inereasc its e:Cectikaierless In ~nanagillg Limi'ced 
public resources. 

Responsiveness 
This Budget Message is built upon the csmmunrp's need:; ant1 prioritien. \I1lnile it is impossible to 
be responsive to all individual interests, we've taken irlto cons,deaation the input of the community 
through the Co~i~munity Based Blragetirrg proce::s and an) prc. ,cr:;eti adilrtions or proposed 
reductions will be *n line with [he commutnity's 1-nr;nrrries. 

City Sustainability 
This Budget Message maintains a long-term perqyective l i ~ r  S a r ~  Josg's :;ustan~led fiscal health, by 
continuing investments in our core service areas clrtical te the City's hture. infi-astructure, 
economic developlnent, and public; safely, while pro\~i~I~nki opportu~2ities for our neighborhoods. 
Furlher, this message will rnaintarin the City9 s cred~blllty t$ it hi? 1 the finarlc;iaI comalunity, 
demonstrating our response to cost and revenue fluctu:ltior:s w l ik  rnainrtainir~g a full service city. 

Our review of goals and prroritles is to .identify areas where thc. City call redefine the way it does 
business, and focus Limited rescturces where they are ncedcd rn ,st. rkie iiuiding principle behind the 
Priority Setting Sessions, New Initiatives and e'llfunded Progr;~nrs and coanrr:unity survey, uphold 
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the best luiterest ofthe cc~rmrlxuniqr, fls: t ancl foremost. putting e~reryth3ing on the table for 
consideration and evaiuatiori . 

Neighborhood Association Meeltint: Results 

The Neighborhood Priority I-i::thng Se,.sior~ mas hcid ~3n January 20'"' 200:' at City Hall. The 
meeting provided an oppofiui lnty For n:~ghborI~c;~od a: sociation leaders to hear about budget 
challeliges facing the CiPy. '3'hc forum also allo~qed members to share idcas regarding service 
priorities. The meeting was zattcndeb liy 0% er 100 patxicigants tl~al cortclucied with five 3-year goals. 

The five goals are (no1 in p ~ ~ i i r i t ~  cbrrler): 

1. Increase the number ;il  jobs i n  Sail .lo&. 
2. Improve proacl i~ ie  code c~tforc me1a.l. 
3. Provide full fimdiiig fiv pLtrlis, pools, con~n~in~zt) ee~iter:; and libraries. liicluding 

maintenatlce operations a ~ c l  de i-elspment 
4. Impro~ie cnmmunitjr yfolic in?, ijz the neiqhborhc>obs. 
5 .  Improve genera8 h n d  reverwe 

CommuniQ Suwey Results 

Fairbank. hfaslin, Iviauiirn & k.ssocidt<~s condtncied a Leiephone survey of San Jose residenrs on 
behalf of the City to explore ~csidcnts' perceptiolls of City serviccr an3 their policy and funding 
priorittes. The cornmunit~d siravey was conilucted i-~e~weeil January 17 and 2'1 using a random-digit 
dial method to reach a ranclon~ and rcp .eserrtative s~zn-aple of 450 Sail J I J S ~  residents. The survey was 
translated and contlucted in Span~sll .v d Vietna~i~ese as well as English. Jt included questions 
explori~lg residents' rat~ng of' ihe ~guali y of Caty servuces. residents' perceptlo11 of -rhe city budget, 
residents" priorities f~dr illcreases or cu s in {_'i:y spcndlng. and residenls" attitudes tornard budget- 
related policy- issues. 

The survey results show that :i rnalorlt) of res~cient: believe the Clry 1s speiiding the right amount of 
xnoney on key services that \\),:re inclutied in the susvcy. If additional inoney was available, the 
survey respondents would prizfer ;I hat t rose dollars be dedicated to police services. as well as road 
maintenar~ce, repair, a i d  imp~okerner~t ;. ,4 r-rrajoritv isf surveyecl residet~ts indicate an unwillingness 
to make significant cuts In farncl~nl;: in zr.sy one area in order fa, auglnenl services in another area. 

Council Priority Setting Session 

On Februarq. 20"'. 2007 the i: I ty Cioi;l.iz i l l  (I-~rmcii iippolntees and Szli~or Managenlent S ta f  
participated in an all day retreat. to drvt~lop rind discu;s thc City's three-year goals. Below is a 
summary of the key outcome5 of [be; s t  .;sioii: 



RIiaysr's Budget WEessage 
March 20,2007 

Page 6 of 19 

Tlze group e~igagecl in a lengthy discussio~~ on the de\iels~~nzer,t of ii mission sraterncnt for the City of 
San Jose. The ibilowilig .\;\as the final product: 

TIze Mfssion of tlft. CiQr qf'Sara Jose' 1;s iQdz provide qua,Yitjr sewiices, Jkcilities nrzd 
opportuniti~s tjzdzat crew fe, sustai~ nrzd erzha~ace~ a , q f i  , !iv~tb%e UP$$ vibrant ca~2nzurzi2fy for 
its diverase residenb, bs~si~esses and vz~kfrars~ 

Tllree-Year Goals: The grDup went t Ixo~gh  an intense grocesc and arrrt ed at the following three- 
year goals: 

1. Maintain our status as the safest big city ir, Anierita. 
2. Eliminate the strucarai budget deficit. 
3. Reduce delerred maintc;:iiance and the il-mfrastr~rctut-6 ka;Lloj: ancl develop a strategy to 

improve uhe infrastmct-trre. 
4. Increase economic vitality. 
5. Provide f~i l i  funding for parks, poolb. corn~nunity h-,enftrs and Irbraries, including 

maintenance operaxion and d e v e l o p ~ n e ~ ~ .  

New Initiative and Unfunded Prctgrsms Sessioau 

In order to provide context lo the many el a e m a ~ ~ d s  on Cil y resources, on February 22.2007 the 
Administration prepared a Yilst of:he most sigci~-ic:m~ ;re;.,: and u115z;;inded ifiitiatives currently 
identified as high priority needs (Fignrs 3) as well as re-issuet4 2s previorssly prepared list of 
unmeudefened infiastruchire and maintenance rzeeds (Figure I f .  In addition, staff compiled a list of 
the major General Fund reductions experienced over the 19st I ~ V C  years When considering the 
impact of current ~:nfun$ecl needs and the ckimuiative impacts .jfprisr j ear reductions. the potential 
demands on the organizatioll are staggering (Figure 5 ) .  
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FIGURE 3: 
Z4EW AND UNFUNDED 

EKiTiAT1VESIPRQGfkAMS -- - - - -- - -  

UNFUNDED INfT!ATIVEI%ROGRAM ESTIMATED COST -- - - -- -- ---- - 

1. EASB 43/45 I $98,000,000 
2. Police Staffing Plan 1 I 20,200,000" 
3. General Obligataon Bor!d Projects 18,200,000 
4. Watson Park I 7,900,000 
5. Gity-wide Aquatics Plarl 7,400,000 
6. Trees-Maintenance ancJ Enrorcement I 3,850,000 
7. Open Goverrr~ilent initiat~ves/Reed Reforms I 

I 2,000,000 
8. Network Operations Center Back.-Up Conling 1 '1,300,000 
9. Night Shift Custodial Sf:wlc+2s at City Hal? 1,200,000 
10. Shopping Center %nrprovement Pilot Program I 2,200,000 
1 1  General Pla1.i Update I 820,000 
12. Mexican Heritage Plaza 700,000 
K3. Small Business Bonding !>pagram i 250,000 

-- - -- -- - -- -- +-- 
_ -  - - -  --A___ 

* This total represents a first 3 -ax s vst 2C :I five dear propo:ed ~mpien~entclion plan After 1 etr  5 .  the proposed ccst 
1s 6 12 1.000,000 per yea: 

FIGURE 4: 
UNMETBCEFEWRED IMFRASTRUlCTURE 

AN[) MAlNTEIMANGE MEEDS 

- - 
k i t i a l  Use of Other F u n d s  Lo P i  rtiaily Fund -I i I 

/ 1. Parks Facilities $29,664,000 / 
I 2. General Sewices Maintei-iiar~ce I 11,670,000 1 
1 3. Convention (",enter and Cellt,~ral Facilities I 4,290,000 / 
I Subtotal Potential Other if.';r.lnding Sources I $45,624,000 / i 

-- - -- -- - -- -- 

-- INFRASTRUCT~IRE/IVIADN --- - -. - BENANCE -- AREA TESTIMATED COST 7 
General Fund Needs I 

I I 
"f Transportation infsastruciuns $391,514,000 / 
2. Information -Peehnology Irsfr 3structure 3,978,060 

WAL -- - - -- -- -- - -- 

-- - - -- -- t -- -1 
* It should be noted that this 'inalycis do-', not 1nclt13c the numerous other urlmetideFerrei3i mfi-asnuzure needs that exlst 
in the City's various Specla1 Fuild programs (a g., 41rp01-t V'atir E'ooilut~on Control Plant Sanitary and Storm Sewer 
Systern~s, Mun~cipal Water System) 

3. Vehicle/Equipment Keplacemer-it 
4. General Sewices Maintenarmce 

3,025,080 
1,166,000 

Subtotal of General Fund Veeds I $399,683,060 
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FIGISWE 5:  
CUMULATIVE HMVIPACI O F  GENERAL FUND BUDGET SC-IOW'TFALL., UNMET NEEDS 

AND RECENT MAJOR BUDGET REDUCTiONS 

h07-2008  Februarv General Fund Shortfall 
- 1 Funding Impact 1 
i---- sic;.209.0oo I 

New and Unfunded Gee~eral Fund InitiatiiveslPsograms - -- -- .- - 1 163,020,000 / 
UnmetlDeferred infrastructure and Maintenance Needs 7 1--- 445.307.000 I ---- - 

Fund Reductions (2802-2003 - 2006s-2cj07) 
-- - -- -- - 

As the preceding data shows, it is clear that all cml'~)ul- needs callnor be xiel. Corrsequently, this 
leaves us with the difficult task ahead to jointly tleclde 1lo-t~ to -iTbocate scarce resources. 

While it is impossible to capture every resider~t > &as in %he Faadgt:r Message, T have reviewed the 
surveys and Council comments and laave made a srncere effixd to ensrrrt, this Budget Message 
reflects the comrnu~~ity's and the Cjtj  Counc~I's priorities arad ideas 

General 

L P l l  proposals fix either hudger rel-louction~ or raugmz~atai-ion: slac~~rid he nleasured against the 
following crirerla: 

a. Impact on e6;sential publrc s~snrices. 
b. Adherence to Gouncll-app~cbved priorities 
c. Relative innportance to opcr43tional efficiency. 
d. Effect on fiscal integritj and ilexibility. 
e. Economic impact arad jabs 

2. Because of the i~xtraordinary challenge we lace thns yedr. 1 i.ecori~mend tinat "Iie City Council 
approve the fifollowing general budget balancing straiegy pl inciple.d, ;t,e proposed in the 2007-2008 
City Manager's Budget Request a i~d 2008-20 12 Five-Year "orerrast znd Revenue Projections 
document, as we consider our direction to staff f i r  preparing b~rcigeh for both the current and 
next fiscal year 

a. Balance tlne City's ability and capaciiy to proa~ide essen i d  services to the community. 
support eco~lsn~ic growll~, build strong ne~ghhc?.rhoods, ind stabilize the City's budget. 

b, Mitigate to the exterrk gclssiblc direct service reductions lp ulil~zra;lg a combination of 
ongoing expenditure: reduc~ions m d  increases cl- rerentic~n sf ongoing revenue sources, 
coupled with one-time expenditure cuts. one-time relTer:ues. and/cr a porkion of the reserves 
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desig~lateca for  birdgel bdiancir g gwr-poszs, vr1a:le continlllng the City"s high standards of 
fiscal integrity and Gnanc ~ a l  mamagemcnr 

c. In addition lo stra~egit:~ that 3cbiel e efficiencies and api7ropri~ite cast savings, utilize fee 
increases to assure that nperat~ng costs are fkily covered hy fee revenue arzd explore 
opportunities to establish new tees for- r;en7ices where apprc.priate. 

d. Focus on protecting zlita! (:,ore .lity serviecs for both the short.- and long-tern1 Analyze all 
existing services and focus ser ~jlce reductions: first in thoye areas tlrat are least essential. 

e. Defer consideratton csf any riel, program cctmmitments anti ~nitiatives or program expansions, 
unless those program colarlmi tr:lents stimrllatc the local econsnky, job creatioil, new revenues 
andlor are funded th~ jugh  redeployment of cx~sting resc?urces. 

f. Consider alterxlatlvc .iervia:c delivery mechanisms (e.g . appr~priat~: commi~n~ty partnerships, 
public-pribate pamer.;%~ips. wcc rking with othss jurisdictious, outsourcingi~nsourcing services 
delivered by City staif3 ete:.) lo ensure no sen  ice overlap. reduce andior share costs, 2nd use 
our resources Inore ci5ciently rnd effectivel~ 

g. Focus on ixnpsoking employee protluctivity and continuously improving business practices, 
inc1udlng streamlining, in!?oi alrrlg. and simplifying City operations (e.g., using technology) 
so that services can \?I) delivered at a higher quality level, 1~1th be~tzr flexibility, and lower 
cost. 

h. Use the General Plan as a pr1sn;iry Ibsng"-tenn fiscal p1ar1rrir;g tool and link ability to provade 
City services to develc)p~-n:nt policy decrsia3n-. 

i. Explore expartding and/or re-d recting t'xisfing relrenue :ioupces and/or adding new revenue 
sources (i.e., spet:iai assessmer is, ordinance revisions, bond measures) for the long term 

j. Continue to make corlamulaity :and employee i.r~volve~nent za priority for budget balancing idea 
development. 

k. Make every eiYori to c111n:naie vacant pgsli",o~i~, rather tl~arl filled positions. lo limit the 
number of em~lleyee lqoff?. i~:; pi'ograms are reduced or eliminatt:d. ensure that program 
managemel~l a~xd adnz;nistrat~o I dre reduced ;eceordingl~ 

I. Explore personal servlccs cost .,avi~.gs, subject to the meet and confer process where 
applicable, by 1 )  co~isedering li rtkter incorporation of total compensation bargaining concepts 
into the meet and conier process and focusing on all gersonsal services cost changes (e.g., step 
increases, benefit cost. increase:,, 2) ei~7ilianizi1-ng more sworn positions, 3 )  exploring alternate 
benefit structures for new i:mpl;,yees, and 4) changing ernployee/retiree health care benefit 
pian designs. 
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3. The City Manager shall: 

a. Develop a proposed budget that is bala~lced based 1~po11 our currt:nt re1 enue expectations and 
expendaturc reductions. 

b, Set aside funds in thc May i f-)udget pro-j~osal that are ajequate to f w d  ~ a c h  Appointee's 
office ant1 the Mayor/City C'ounsil Offices equal to rhe average rson public safety expenditure 
reduction. 

c. Maximize reductions to ongoing programs to help sr~l\-a? ~i~l\lri: deficits to the fullest extent 
possible. 

d. Require that all reductions that are perso~wel-re1ati.d bc ongoing z ~ ~ t s  and not one-yea1 
freezes to better ov6:rcomtr: C~thure deficit projectior~ 

e. Immediately coordinate and aggressivel:~ purslle oppor unit, es for the City (and community- 
based orgar~izations with tec:hnical assistarlce ~ T O I S I  the :IT?;) to apply for grants to support 
programs in priority areas 

f. Avoid bud9,et cuts that - v s ' ~ ~ l d  mean we Y use grants or c*-tr7nirb leverage other resources. 

g. Continue to include the Ini-Lependent PoXiec Auditor unlXer rf-ne Public Safety CSA. 

h. Iricfude a:! .,ther Ciiu~~cif. iijqointces' beidg,~t rcdllL;liin pic;pcisais u~idei the Strategic Support 
CSA for the May I budget release and ir,cludc. thean in oudget st~ady session discussioi~s 
during tlae Strategic Supporr 4 'SA. 

i. Identify new proposed 2iddiirorns within k t  C'SA's depart mznt proposal, rather than just 
including it within the basc budget. 

Investment Strate& 

The CSAs integrate serviccs provrded In ~ndividnial departmerris zntc~ the Ci~y's  six key lines of 
business. For clariiy and consistem:y wxth the budget Joenrt~ei t, [he recomn~errdatlons have been 
listed by their respective CS A. 

San Josk must continue to Ite the best place In America to ti\ e, mcjrk,, do business and raise a family. 
Mre must manage the growth arid change of the ( 'ity of Sarl9os 2 ~ r r  order to encourage a vital 
economy, ensure dl verse range of zrts, cultural and etlte~tarnmrnt offcrinlgs. increase the number of 
jobs and create and preservz he;lltily neigllborhoodr I rec6~mmerld  ha: $oll{->wing: 

a. Permitting Process: I he Permitting prctcess has bieeru i prsblieril that has plag~led our city 
for years, 1: needs ta bc fixed tills yeas. i'l-,e 01ty Tdani-,ger is directed to set performance 
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measures for senuee anid ,-a:yulcarlyi report to the Cornmunit) and Economic: Development 
Committee. 

"o BioScience Ilnitiialil e: '1 ?is slbctor is an etnergjng econon~sc driver and the 'Valley must be 
prepared to move forward. TI- ere sre 25 companies delieloping new prodrrcrs in our 
BioScienct: Incubatoa in Eden1 alc. The nexl step for these co~npanies is rmlanufacturing. 
Direct the City RiZanacer ,tnd I xccrxti~~e Ili~ector to pursue. :.vi.rh possible federal funding. a 
pilot manufacturing i-acil~ty bhsr \ ~ r i l  allow these bioscience innovators to grow in San Jose so 
we do not ilax7e to otltsourcejc bs, 

c, glosnventialn Ce~lker :jnd HP Pal ilion: These iwo buildirkgs have brougha in millions of 
people to spend moncy Ihrougi1~11t the Ci f j  and generate hotel tax, sales tax and parking 
revenues. These builciings are in need of c,iprtal investment to1 be brought back to first class 
status so they can generati: roo-e General  fix^-16 I-evenue, The C i t ~  Manager, along with the 
Executive Director, i:. dirt:ctcd to rclurn 60 the Ciiry Council ~11th a funding strategy for 
irfipro\rements to the 6:onc?cnt~+~a C'znter and ?Ile Paviliori 

d. Affordable Housing In-X,iean Fees: Infill housing allows us to provide housing more 
eficiently. Our nunrber one Ic~catic~n for infill horlsing is downtown. We can help by 
allowing downtown ri;sitlt:ntra developers to pay a fee tor affordable housing instead of 
buildi~lg the urrils thelr~selvepi B he City R4an:iger xs directed to return to the City Council 
with options on implernemislg 3x1 affordable !lousing m-lieu prograrn. 

e. I" ACT Silicon Vallk-j sisid S ~iri Jose 130bi ~ i t ~ b i v n  Asao~fatiol~l: A grea1 klslcln far a vibraitt. 
creative downtoun has been dt*a~eltsped. ?he pl,m encourages iconic publlc ~ T F ,  outdoor 
meeting spaces, a ~ i r ~ ~ 3 e s - ~  rretwork, boutiques, cafes. cleriil streets, colorfid signs, and street 
verldors. The City hf,tnagel u d Exccu~ivc Direc~or ;Ire directed to report hack to the Cil-y 
Council with a pian on in:plt:~renta~~lon of the "'small wond.ers9' phase of the plan. 

f Retail S t r a t e ~ :  Impro\/dng rr fail uex~enut. presents arx opporttmitj for Gei~eral Fund 
revenues. San Jose loses 20% +)f o t r u  sales +ax ri:venues to other cisies. The City Manager 
and Execu"rve D reeti r are dm cted lo review  OIL^ retail straiegy and identiiji opportunities 
and resources needed to n~aake ;t easier fbr rnaior retailers to get though tht: approval process. 
The City NIa~iager anti Execrrt~ e Director art- also directed to present to the City Council 
potential sites for ret3tl deveiojment. 

g. General Plan Update: B'he i.C' ty AManager is directed to ir,clucIe funding to update the 
General Plan in the proposed b~dget .  Fiscal analysis needs to Re a critical Factor in the 
General Plan update and in all *,Eo~?r major faad use decisrons. 

h. Review of Underused Lands: Thc City Manager is direc~ed to pursue opportunities to make 
uncterused public lane1 and Isixil~ilngs avitilable for more prc.rducti\le uses that will generate 
income from the privare scctor, 
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i Proper@-lgasedi Busiraess Pmprovemenit Districts:: I,eading I(> clzaner, greener and safer 
streets property otvners along Lincoln >,-veraue ant1 s lo tu~rcr~vn  are willing to help pay f i x  
cleaning sidewalks and streets. Tht. Cii;:r Managcr is directc:d .I-( helps facilitate those efforts 
and develop a model that car1 be used in other bns~nes> drstrictc as well. 

j. Sign Ortiilr~ance: Signs help our busii~csses tllriv? anal succ:ced. The City Attorney working 
with the City Manager is directed to dralt nxi ordinance for Intnor mczdificatio~~s to the 
industrial and comrrserr.ial sign ordinance and present i t  lo thc Lily Council for action. The 
City Manajzer is also directed to develop rlie scope m d  a prl)po~~ai fcr a rewrite of the sign 
ordinance and present it to the City Clonncrl. 

k. Early Consideration of Developmeat tiBroposals: TI e Cil y Manager is directed to present 
to the City Council a process for early cr-,nsideratic,n oi land use 8jevtalopment proposals. 

1, High Rise Residential: 1'1;~ City Manager is d~rected to de\/ejop incer~~ives for high rise 
residential development and present to rtie City Councrl jbr action. 

r. rn. Helping the Homeless: n here are residcxlts of Sara, J o ~ i  wkL0  ale In desperate need of 
housing. The City Marllager is directed to :denti@ the &ters and zesources needed to develop 
additional extremely low income horsi~lig. 

n. Housing Trust Fund: Dircc:t the City hlanagcr to evor k vvirh the Executive Director of the 
RedeveIoprnent Agency to recommend 1:) blae City Col;ni:il I-notv bestto support a city 
irivestmer~t of $25ii,OOO frrr the Fiousing Tfiss~ Fun& 

o Pilot Permit Holiday Program: l'he i:ieculive 1)ireclot.. E I , I ~  City 3,fanagi:r are directed to 
bring to the City Council for consideration a Pilot, Pcrrr it *7 1olirlay'- Program for douni:own 
neighborhood busiraess districts and srnali busines!.es n ith Ciea~er~! Fund reimbursenlents 
coming from the W A .  

2. Environmental and Utility Services CSrl. 

San Jos6 must be a leader in provrding envlro;qme~ntal leadersh p th~ough policy development, 
prc3gram designs and reliable uiilitj ser~ices. I r t .~on~lnend thc folIowillg 

a. Solar Powc:r: We can reduce our operaitrvg cvsrs 4 j  nrrstalling scriar power on city buildings 
such as the Tech. I he City Manage. anti Exece~~av- Df: ectof arc directed to explore 
oppostunitics for loiins and grants to help pay for these ;atpitaS in~pro\.e~ments. 

b. Investing in Energy Efficiency: The C ~ t y  Manager f s directed to create a revolvi~ig fund so 
that energy conservatron rebates can be rei~zvested into green bullding pro-iccts, or other 
energy eIficient projects, to help decrease c ~ p c r ~ t i n ~  COBIS 

c. Water PoEEution Control Plant: Our viaste~v;rter treal;nt.nt plaimt is o17cr 50 years old and 
~iiuch of it needs to bc replaced ai~dlor upgraded Wkaerk n7e reburid the plant we need to make 
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it more efficient. We can and : imuld recycle more water fiom the plant, find better uses of 
the biosolids ii-om the plant, d i ~ d  generate sustainable energy ai the plant to reduce its 
operating costs. The C:ity Nltuldges is directed to adexltif?/ the steps and resources necessary to 
modernize the San Jo:;eiSan'a,i Clara Wzter Pollution C'ontroE Plant, Directlo11 also includes 
ide~atifying stcps to find bi:tter jses of biosolids, reviewing alternatives to generate 
sustainable energy at  he plant. and ways to rcduce operating costs 

d. Environmental Position: Ma 2y nxivate pro.j!lecls that the City CourlsiI approves require 
env~ronrnerltal m~tigataons 21s a coiidition of approval, 7'0 ensure that the ~iirigations on these 
projects are met, the City :vlan: ger 1s directed to assign staff arid validate that these 
mitigations are in con torrr;ant:c ~vitk" the prior approval process. 

e. Responsible Fleet Manag:cment: Sari Jose sl~ould be a national leader with respect to how 
wc inanage our vchicdi: fleet. 7 he tlanspol-tation sector alone i; responsible for about one- 
third of our natioln's total ~,rodt.ctioxn of carbon dioxide. the greellhouse gas that contributes 
most significantly to ~ ~ i o b a l  zva;-rnln2. To that end, staff is directed to devejop a specific fleet 
managemet~t policy with &h:ugcis of acquisitio~~. The policy will ennlre that. as vehicles are 
retired from our fleet, 3s a rnzttx o f  course thc City will g~rocure vehicles responsibly. 

f. Green Building Policy Imipleisae~ltatit~n: PIlc City has recently actopted a Green Building 
Policy that requires hl:ED Srivi. r- celtifimtion at a minimum wrth a goal of Gold or Platinunl. 
The Policy also requires e~rplorltion of Eaow we can en~courage green building in the private 
sector. The City Manrtger shall appropriateb staff the i~nplemi:neation of the Green Buildir~g 
Policy. 

3, Neighborhood Services CSA 

The quality of our lives depez~ds ona thc cluaiit:~ of our rseighborhoods. We must serve, foster. and 
strengthen our communities bxi prov~llit~g access to lilclong learning, opportunities tn enjoy life. 
ensuring a diverse range of housing ~rpilo~.tunities and presewirlg healthy neigbborlloods. I 
recomrnend the following: 

a. Watson Park: Therc has hetn d (li y CoiinciB commitment- ,*nd a com~nun~ty expectation to 
remediate Watson Parl~. I he C,ty A/ianager 1s directed to ~rtclutle funds for the next phase of 
remediation in the proi)osed butiget, The City Manager and Executive Director should 
explore the use of and lsrzr-nt fiinds for the projec!. 

b. Parks iMaiiltenance Partraerships: The L'ity Zras cornpallies and bo~neo\%~iers associations 
that want to help us maixl~ain or a parks. During the budget process, the City Manager is 
directed to report back on :L sliraiegy to allow pri~iate/public parks maintena~lce partnerships. 

c. Anti-Graffiti ancl Amti-ii,rl-ter: All residenss of San Jose should be able tc~ walk in 
nenghborhoods that are c l e ~ ~ a  and free of litter and graffiti Antj-Graffiti and Anti-Litter 
Programs that make conunr lnily stronger. cleaner, and safer in part~~ersl~ip with 
volunteers should not be reducej. Cleaning up graffiti and litter is not enough Tile City 
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Manager i s  directed to explore oppodunities to build pa~tnersh~ps to col~tir~ue our anti-litter 
and anti-graffiti efraris. Stafi'will also work in ecilal->ora-riol-i wrth the District Attorney and 
the County to reduce repeat offenders. 

d. State and Federal Grants: State and i2ederal grants a\ ailable fi3r park and trail projects. 
We need tct make sure we spend money wc have aireally reixived and apply for potential 
grants we are eligible 10 receive. The Ciry Manager is d-nrected 60 regularly report to the 
Neighborhood Services Co~zlmittee on gram s~ending! ,and applications. 

e. Aquatics -Master Plan: FEae City Manager is directed to I-klllov.;i the Ctty C:ouncil's direction 
from the Fvbruary 27th City Council meeting. 7 his dir:c~ion includes t:ornpleting the repairs 
and providing sufficient staffhg necessrdr) to reopen I? yland, Aiviso a id  Biebrach pools as 
soon as pos~ible. The City Manager should also expioa-e the i'easibilrty of publlclprivate 
partnerships to facilitat~r: dhe:sc repairs. 

i-: Communily Center Reusr: and Operafic~ns: 'TI: City- h4e~angt:r is directed to present to the 
City Council for action a b~xdget proposal option 011 re3kse of colnmmlity centers. 

g. Barks hlaiatenance: It is not too much for our reside ~ t s  to ashlo keep our parks clean. The 
City Manager is directed to explore allocaiing remainilig enllanccd Park Maintenance 
Reserve Funds to restore basic hnctions for park rnalr~~ena~tcc, 

b. Code Enforcement: Our residents have expressed a i-~eed fol ii1i:reased Code Enforce~nelal 
preseiice oi? the wezherLds ti, address iheekeljLJ1 i i io: i i r~~~ PS siii;h il;zsai trze rerno-vak. Last 
year, Code Enforcement irl~plemented a plot  progaarn o provide Bimitetl! inspection services 
on the weekend. %he C iry Nlanager 1s directed lo work within exrsting staff levels to 
continue and enhance this program. 

a. Strong Ne~ighborhoods lartiatives: Strong neighborh~ods are vital for ecollornic 
developme~~t. The Executive Director i ?  direeced lo coi~t~nue effhr~s lu1 the Strong 
Neighborhoods Iniaiati-i e areas and Neiglaborh,)od Bus.ncss Disi ricts to enhance 
neighborhoods and attract private investment, 

j. After-Schr~ol Programs: The City Mmag:er is di -ecte1 to report to the City Council on the 
transition of Propositioal 49 funding to ensinre no servic e level rcducl~ons on our after-school 
programs. The Cip: M;r~~ager is also dirccted to walk ~~,rirh the Mayor's Office through the 
City-School Collaborat~ve do evaluate afitr-school pro$ rams in iighr of Proposition 49. 

4. Publie Safe@ CSA 

Maintaining the title of Salkst Big City in America is cleal17 a priority ii.r our comlnunity and the 
City Council. Responsiveness to this se~ltirnenk should be r ~ f l i  cled iur the Manager's Proposed 
Budget and is reflected in this 13udget Message. 1 recon~mend the follox~rjng. 
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a. Include Funding fat 15 Adali%ionaf Police Officers: Di re~ t  the C'ity Manager to include in 
the proposed budget, iul~ding i,)r 15 additional police offjcers lo help rneet identified 
priorities s - s ~ h  as a rice in propcrtir crimes ancl to improve ct,mmuraity policing. 

b, Safest Big C:ity in Arr-reriea: 'i'he residents of Sari Josk arid the City Courxcil have made 
pt~biic safety a pnontjr, The C ty hlariager I s  directed to report to the City Cou~lcil on any 
additional steps necessary for i an .:as6 to rwlarl~tairl its title as Safcst Big City in America. 

c. Truancy Abalement Progrnrres and Crossing Guards: 'Irumcy Abatement Programs and 
Crossing Guard Progr:lms wlxic h help protect our youth sht:~iild not be reduced. 

d. Nightclubs: Cl~ri. poilce o tfyce t; in nearly a million dollars of csvertnme in the downtowil 
entertainment zone every year. The nightclubs that create the requ~rement for overtime 
should pay for it. Thi Cil'j Jtfai~aj;er is drrectcd to report back to the City C'ouncil during the 
budget process on hojv this ovea-tirnz could bc asscssed on the ,qightcIubs. 

e. Fire Department Skaffx Tkr. ('it)- Ivlanager is directed to review the 2000 Sa11 Josk Fire 
Departmer~t Strategic :"fan and Its response tin-re data and provide the Public Safety Finance 
and Strategic Suppofl Co~~lrn~t%se ana acalysls rhat will he a mo1.Ie1 used for future staffing 
needs and seriricc' dell very mociels. 

Heart Safe CJQ: A heal4 sak conlmuri~by pa~ici l~ates in  public access deiibrillation 
programs. Though sucl-n pragrlms, atitumated external defibrillators (AELrs:) are placed in 
the fiafids of cx-iiergencj. medicc I sei v ici-, fire an9 policz pers~nnel. AEDs iilso are made 
available in nusing laomes, hu: inesses, churclie;, golf courses, a d  schools - wherever 
people live, work and plaj. Tmrned~ate AED use can help save someone struck down by 
sudden cardiac arrest. Fhc &'it:. hfa:lager is directed to dc:velop a pPan to meet the criteria for 
San Jose to beeorne a lieat? Salk (:iiy and prescnt it to the Public Safety Fixlance and 
Strategic Support Cornm~ti.ee 

g. Emergency Pseparredlaes~s: S; n A056 is proud to he the Saksl Big City in America. 
However the ability to proie~t  oilr citizens goes lljr beyond crii-rlinal activities, Tllerefore, the 
City Manager is cfirecieci It> retlim to the Public Safety, Finance and Strategic Support 
Committee with a rejx~rt on act 017s needed to ensure we traia our neighborhoods, community 
groups and businesses in the C3iy of Sari Josk to prepare and respond to a disaster. 

5, Transportation 2nd. Aviation Sa:rvices CSA 

Transportation is an area of great (::oncc*rn a d  rs iralpclrtar~t to all ol' us. We must provide the 
community with safe, secure, and eff~c~ent  surface and air trallspoddttirtn sjstelns that support San 
Josg's livability and ecnnornlcb vitality i xecomme~~d the follo\vmg: 

a. Airport W e s t  Properly; Hhl;: 'ity 'Miniager is directed to revi~zn and repoi-t to the City 
Council on using the Airpord -M/est b?'r~per-t\~ fix another gerlerai aviation facility. Personal 
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property tau gener;lled from aircraft stoied at allosher :.cener..iF a-~ration facility could enhance 
our General Fund. 

b. San JosC Airport Flights: 1 he City WIimager is riirec .ed to identify new :md/or e x ~ s t ~ n g  
resources to increase the flights and depd~~ure3 ofthe Sax) Jose Arrpol-t ancl present to the City 
Council for consideration 

c. Street Maintenance alrrd Repair: Onc ol the items a1 t11e I O ~  o f o ~ r  c~mrnunity's list of 
priorities is street maintenance and repair. We need tc! take a needed step lo resolve some of 
the reasons our strcets are in bad shape. P\.luch of the r1:asol.i is tIiat the City no longer 
provides the hnding needed to maintain our srreels i: nether rcason is the damage caused by 
projects to repair and upgrade sewers, p o ~  er, cable an11 other. v-ital infrastructure. Ofien 
these projects tear up our streets axxi leave them in \VQI se condllion than they were in. 
Therefore, the City Manager is directed 1.0 review and ;trenihtilen our Restoration Ciuidelines 
to ensure that the agencies responsible for tearing up o,Ir stxeets return the pavement to as 
good or herter condition than when the work begaii. I ,iL20 recommend that we update our 
Fund Balance Policy to allocate a porlioal of ;3.11y add111 ~ n a i  dvai hble fund balance to street 
maintenance pro-jects. 

Under the revised policy. Ikie first iitcren?enit of any Ge ~ e r a l  Fulid "Ending Fund Balance" 
identified in the Marlager's Annual Report would he spiit 51% fix defened street 
maintenance and repair projects and 509b to offset any projected deficit fol the followi~lg 
fiscal year, after necessary qpropriation ailjustmelat actions to rttbudgct funds, con-ect errors, 
or reflect updared cost informataon have heen acccuntel h r  irx tne fund baiance 
reconciliation. If the projected deficit 1s less than the a-nour~t allocated for this purpose, the 
remaining lbnds would be allocated to the second incrttnent current policy uses of re- 
establishin:; the economic uncertainty reserve, unfulldc J capital needs for approveci projects, 
FT&E for :my capital projects that are ljncled with 1 otcr-a12pro-~cd bonds, and a City 
equipment sinking hnd .  

6. Strategic Support CS.4 

San Jose must continue to be a city that delivers top qualify selvlce on ;i daily basis. Mre must 
effectively develop, manage and safeguard the C'ity9s fiscal. pk ysrcui, tcchologic21, and humalz 
resources to enable and enhance the delivery of ciiy sewrce:; a~ld prc!jesl~. 

a. Three-Year Financial Strategic Plan: recognize ti~zi1 ;t toajk several years to get to this 
point. and it will take a number ol'years to balance onga?illg expenses and revenues. I v d l  be 
forming a Eludget Shonfall Advisory Group to help review the budget from top to bottom to 
find options and altelna6\re:; fix the City Council t ~ s  coi~srdet that wilhlose the Gerieral Fund 
stmcturai deficit. The r"id-trisory Group mill sake a fiesl loc~k a1 &hat we do. with everything 
on the table. 'The Advisory Group will be tasked with c!e-~e33pi11&: a thee-year financial 
strategic pilii~ for addressing the City's stl-ucturaMdefici. by the GbE. Thn: City Manager is 
directed tn work wich the h4ayor in supporl of the I3~idg~t Shcdrtf,iBI i2dvisory Group. 
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b. Full Disclosure Budget: The Ciry sho~ald move to a comprehensive process whereby every 
program, scrvice, and budget that affects the General Fund and related funtls are reviewed 
annually. 'The City shoulcl no longer assume ilie continuation of the cost structure and 
service delivery systems lroln 'he previous year will be coiitin~-led into the next year. Instead, 
to the extent possible, curseni ccr~vice and service level ez+~ancemsnts should be considered 
and prioritizetl as part o i ' t ~ e  br $get process. i'llis system n/iYI let residents and the City 
Co~nci l  designate which s e r ~  ic 2s they most \$ant i~icluded in a spendlllg plan. 

c. Expand the Clilgi Autlitor's S~,afli": bn consultation with the City Auditores Office, we will 
recolnmentl an atagm<ntat~c-)~~ ot'one to t h e e  ~?ositrons to allow for more pes63rmance audits 
and a review of major cc~ntl-act, tc. review il'\ve are overpaying for services or failing to 
collect revenue. Histcrry S~OIV::  that the .!2ud:tor has returned $7 for every $1 m the city spent 
on Auditor staffing, Thc ,h\iIra\jt r's Clffice will work with the Aarditor's Office to bring 
forward a proposal. 

d. Citistat/Compstat: n;,iuai ty oi lifk 1s mere dran ahoul good streets, trees and schools. It's 
also about how government rSer1$es you. And one basic cluestion is 11ow do we get the best 
service from (:it> Hal! ' IVjt11 (:itistat. depa19rrrenr heads repor? regularly wit11 real data on 
budgets, overtime. contracts and clrstonirr service respoi~se rimes. Perfornranee measures are 
set and then monitoretJ vulh re~,~'i tame data. Arad that knowkdge is going to help us deliter 
services faster and more e~~licieiltly. For cities like Baltirnose, Yew York and Austin these 
programs have impro~led bervir e. sa.ved tax dollars and helped make government more 
accourstable. The Cil: Manages is directed TO work wifb the Riiayor's Gffice in reviewing the 
Citistat program For use in San 30~6. 

e. Me17liew of Ciq-Owned Assets : 'Tlie City Manager is directed to rzview assets and facilities 
that require General Fund subs-dy so the City C:o~mcil can deterniirie if  the!^ czre performing 
as expected or if they s h o ~ l d  bt reo~.panized, refinanced. sold, ieased or closed. 

f. Labor Intensive Processes: I he City Manager 1s directed to cvaltrate opportunities to 
streamline, auromate, 2>1. elirniinite labor-intt:ra:;;\e business processes and report results to the 
Public Safety Finance axsd Ytnategic Suppol3 t on~~ialttee Clur employees have first-hand 
knowledge about how work call ha: IraaldPecl more efficiently. '1 he City Manager is directed 
to consider proposals by t l~e  I:ipy kahor AZi*ance on ways thc City can operate Inore 
efficiently. 

g. glitgi Council Directives: I'he $3) Conncii has gone ffiro~lgh dn extensive exercise to focus 
on their priorities. Tl~zre are ~-i:ndreds of outstarldrng Coallcil directives that may be 
outdated and no longer needed. The City Mal~ager is direcied to make recommendations on 
prioritizing and possibly elirnil?,lling, old Council directiarcs and report to the City Council. 
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b. Labor Contracts: The Q'lty Manager Ec, d~rectcd lo create a L,;etror C:ontracts Task Force to 
look at upcoming labor cor~tracts and re3\ilew thclsc itevns inslde thc iahov contracts thaj 

contribute to the strclctural deftcit and present tile c>-utc~n~es and appropriate 
recommendations ro the City Council. 

i. Cost Expenditures: The City Marlager i s  directtd to lderitllii LII elements of General Fund 
cost expenditures that are growing faster than our preij xted rev'znues. 

J Accounts Receivable Cstilect-ions: The City Manage! is dtrecred to evaluate the City's 
Accounts Icheceivable and develop a collections str-axegjr anti present the results to the Public 
Safety Finance and Strategic Support Committee. 

k. GASB 43/45: Two recent Government Accounting Srar~dards Board accounting staternents 
require changes in accotlnting and external repodirng s ;sociated with post employment 
benefits such as retiree heaith benefits. rh;s unfuiundsd liability has been projected to be $1.4 
billion in crrrrellt dollars. The City Maslager is directetl lo brinp back a list of options to 
begin addressing GASFZ 43i45 for the City Council to :on:jider 

I .  Officeholder Accounts: The City Man;lger 3s dlrectec~ t o  provnde fundrng in the event the 
City Council decides to elianmate o;"ficeii~older account;, which i ;  an item currently being 
considered as part of the Council Reirnbursemenl IBolic y revisioll. 

m. Elections Commissiorn: Tbc City Manager is directed to work ~ ~ 4 t h  the City Clerk to ensure 
iliat there is sufficient filndiag f i r  the Eiecitons Comrn ssion to complete referrals ?he 
Elections Commission inas received fro13 1 the i:iby (Jou ~c il. 

n. infrastructure Needs and Funding: Flxlfng our rmnfra 21-uciture rrnlaIly does not make 
headlines but it makes o difference in people-5 Iwes. 7 he Crty h4anager is directed to create 
a Two-Year Znfrastmctnre "iVork Plan to identify priorr ized needs and potelltial funding 
mechanisms and present these findings tts the Franspor atiosl and Enviramlent Committee. 
The City Manager is also directed to propose infrastructure condation standards and present 
them to the Transpor-tation and Environnlent Co~unittes.  

o. Business Tax Amnese Program: 7'11e Cjty Man3gex IS dil-ectecl to dekelop and present to 
the City CJouncil for action n B~lsiness $ax 'Iinl~esfy Pr ~ g r a l : ~  8s part of the developmellt 
permittin, r lrocess. 

The Redevelopment Agency is the economic stirntrlus behind 'iisiorr North San Josk; job creation, 
affordable housing and neigl~borhuod improve~~ents. The Agcncy's capacity to create economic 
development depends on revenile kom its prqject ~uea;  assessr ICII:~ repor-ted by the Coullty Assessor 
in July 2007. The Assessor began to increase ashessmenrs in h j  ~e Currc'nE fiscal J ear by 7% after 
declirles totaling 24% in the prewons three year5 It as exps:cteti ihal the ~mproving San Jose 
economy will spur she ilssessor's conlinued reststration oi'mor= tharr $2 billion of redevelopment 
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area's assessed value. In light of the A::encyrs need to fiind its operations until the tax increment 
revenue base is know11 in July. I rccorn!l~cntl Ilie Agency produce thr FY 2007-08 LProposed 
Operating Budget on May 1, 2007, foll$twcd by the proposed FV 20[17.-OX (:apitaliC%ogram Budget 
and FU 2008-09 Capital Impruvemerrl +ograrn c-tn 4 ugust 3 1.200 7 

The May i ,  2007 b~ldgel wor?ld prlx~rdc tiecessary fuilding for ongoing staff costs and contractual 
commitments, such as lez,ses and c~ib1ig:iticans tlo the Ctty and County I L-ie .kugust 3 1 ,  2007 budget 
wdl update the Agency's i i t u s i :  hnndin : cdpacily "srised on the growth in 2007-08 hilx increment and 
project~ons for future growth. The 4gtncy' ; lsondirlg capacity UIII provide the funds for investment 
In the North San Josk cxpansson, Ibowr town Improvements and inilestlne~~~ in the rlelghborhood 
project areas. 

UTe have a very difficr~lt cllallc,.ne faci,ag LP as we dewelop this year s budget in the h c e  of reduced 
reveliues arid continui~lg C C G I I O ~ ~ L  UCIC -rta~n~ies, k brn prtnclpal goals will ke to n~amtain our core 
services, avoid layoffs,, and ~tirnut~ate sa l r  iocal econorny as much as possible. 

1 call on my colleagues to activelj sezk prol>casals and ideas that wrl! help r.,s close our budget deiicnt 
by reducing costs, eliminating or tietcrl lng projects or obtaining vutsicie resources from grants and 
partners. The Gity Maaiager i~ diri:cted to provide (?our~cilmembers with a schedule for when their 
suggesi.ions and ideas are neetled In em er fi !a staff ro accurately esiirnale the poteniial sa\ ings and 
impacts on services and the communrt> 

CONCLUSION 

The overall goal of thls rnessaze is to direct (2olancii i?ppo~ntees KO aevelop their birdget 
recommendations that reflect ihe poI1e; pr.inritja;.s ol the Mayor and City C:ounc~l. 1 have outlined a 
strategy that will bala~ice our abrii.:y lo continue to psc wide basic sewices to our coniinunity, help our 
economy, build strong ne~ghbt.trhootls, slabili~e our budzet, and as much as possible. prevent the 
layoffs of the dedicated empli$yees v,~b(b scrze the yeople of San Jose. I' urge approval by my 
colleagues. 

This rnemoralidum has heen ~;00rdi19~tt cS wlrh the C'itj Manager, Gity Attorney, and Executirre 
Director, 




