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RECOMMENDATION

It is recommended that the City Council:

1. Adopt an ordinance ratifYing the final 2007-2008 appropriation increases detailed in this report.

2. Adopt the following 2007-2008 appropriation ordinance amendments in the Hayes MansIon Phase
III Fund:
a) Increase the Developer Payment - Tax Exempt/Tax Proceeds appropriation by $134,675; and
b) Decrease the Ending Fund Balance by $134,675.

3. Adopt the following 2007-2008 appropriation ordinance amendments in the San Jose-Santa Clara
. Treatment Plant Operating Fund:
a) Increase the Workers' Compensation Claims appropriation by $109,131; and
b) Decrease the Ending Fund Balance by $109,131.

4. Adopt the follqwing2007-2008 appropriation ordinance and funding sources resolution amendments
in the Benefit Fund:
a) Increase the FICA-Medicare appropriation by $52,948; and
b) Increase the Earned Revenue by $52,948.

OUTCOME

The recommended actions account for the over expenditures that occurred at the end of fiscal year 2007
2008 and allow the final financial accounting for 2007-2008 to be completed.
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BACKGROUND

As part of the process of completing the 2007-2008 fiscal year-end audit, final expenditures and
encumbrances recorded by the Finance Department have been compared to the budget to determine
whether the expenditures were within appropriation levels adopted and amended by the City Council. In
this report, City Council approval is requested for a few appropriation increases necessitated because
final 2007-2008 expenditure totals exceeded final modified appropriation levels.

ANALYSIS

Every year, as part of the year-end closing process, certain expenses not previously expected are
recorded and cause appropriations to be exceeded. Under the City's current practice, appropriation
increases necessary to fund those expenses require City Council ratification action.

The Administration makes every effort to limit the number of instances where after-the-fact ratification
of over-expenditures must occur. As has been the practice in the past, a clean-up appropriation
ordinance was prepared and brought to City Council by the Budget Office in June 2008 for the 2007
2008 fiscal year. A number of potential overruns were avoided as a result of the actions taken in that
document.

The Administration manages thousands of appropriations allocated to over 100 City funds. In 2007-
" 2008, three appropriations were exceeded for all City funds as described in Attachment A. The total

amount for the three funds involved is approximately $296,754 and includes the following: the
Developer Payments-Tax Exempt/Tax Proceeds appropriation in the Hayes Mansion Phase III Fund
($134,675); the Workers' Compensation Claims appropriation in the San Jose-Santa Clara Treatment
Plant Operating Fund ($109,131); and the FICA-Medicare appropriation in the Benefit Fund ($52,948).
In each of these three funds, Ending Fund Balance or additional revenue is available to offset the
exceeded appropriations.

EVALUATION AND FOLLOW-UP

The ratification of exceeded appropriations will be incorporated into the City's Comprehensive Annual
Financial Report for fiscal year 2007-2008.

POLICY ALTERNATIVES

N/A
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PUBLIC OUTREACH

o
o

o

Criterion 1: Requires Council action on the use of public funds equal to $1 million or greater.
(Required: Website Posting)

Criterion 2: Adoption of a new or revised policy that may have implications for public health,
safety, quality of life, or financial/economic vitality of the City. (Required: E-mail and Website
Posting) ,

Criterion 3: Consideration of proposed changes to service delivery, programs, staffing that may
have impacts to community services and have been identified by staff, Councilor a Community
group that requires speCial outreach. (Required: E-nulil, Website Posting, COllllllUllitY Meetillgs,
Notice in appropriate newspapers)

While this item does not meet the criterion above, this memorandum will be posted on the City's
Internet website for the September 30, 2008 Council agenda.

COORDINATION

This memorandum was coordinated with the Finance Department, the Human Resources Department,
the Environmental Services Department, and the Office of the City Attorney.

FISCALIPOLICY ALIGNMENT

The recommended budget actions align with the City's budget policy that dictates that the City will
maintain the fiscal integrity of its operating, debt service, and capital improvement budgets.

COST SUMMARYflMPLICATIONS

As discussed in the memorandum, available ending fund balance or additional revenue is available to
offset the exceeded appropriations for 2007-2008.

CEQA

Not a project.

I A. MAGUIR
Budget Director

For questions, please contact Jennifer A. Maguire, Budget Director at (408) 535-8144.
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I hereby certify that there was available for appropriation in the Benefit Fund in the
Fiscal Year 2007-2008 moneys in excess of those heretofore appropriated therefrom,
said excess being at least $52,948.

(~r1~?4. '
~N;;t;{M~
Budget Director



ATTACHMENT A

Hayes Mansion Phase III Fund

An appropriation adjustment is necessary to account for an over
expenditure in the Developer Payment-Tax Exempt/Tax Proceeds
appropriation which is within the Hayes Mansion Phase III Fund. This
overage was the result of a technical adjustment that was necessary to
transfer the remaining balance in the Hayes Mansion Phase III Fund as
part of the refunding of the Series 2001D bonds. It was originally
anticipated that the remaining balance in the Hayes Mansion Phase III
Fund would be transferred to the Community Facilities Revenue Fund in
2008-2009 where the debt service on the Hayes Mansion bonds are paid.
However, when the Series 2001D bonds for this project were refunded at
the end of June 2008, the City's bond counsel advised that the remaining
balance in the tax"exempt project fund held by the trustee for the Series
2001D bonds could not be used directly to refund the bonds or pay the
debt service; however the balance could be transferred from the trustee
to the City for deposit into the General Fund. This unanticipated transfer
from the Developer Payment-Tax Exempt/Tax Proceeds appropriation to
the General Fund exceeded the amount appropriated. Ending Fund
Balance is available to offset this overage.

San Jose-Santa Clara Treatment Plant Operating Fund

An appropriation adjustment is necessary to account for an over
expenditure that occurred in the Workers' Compensation Payments
appropriation. This overage was the result of a payment at the end ofthe
fiscal year for legal fees associated with a claim. Ending Fund Balance
is available to offsetthis overage.

Benefit Fund

An appropriation adjustment is necessary to account for an over
expenditure that occurred in the FICA-Medicare appropriation. This
appropriation covers the cost of FICA-Medicare contributions for City
employees and is calculated as a percentage of salary. Based on actual
experience during 2007-2008, expenditures of $7.31 million were
approximately 1% above the budget of $7.26 million. Expenditures in
this appropriation had been tracking above estimated levels during the
year and a 2007-2008 Mid-Year Budget adjustment was approved that
addressed the majority of the higher costs. Because the FICA-Medicare
costs are funded as a component of salaries, the higher expenditure level
is offset by higher contributions into the Benefit Fund. As a result,.
additional revenue is available to offset the overage in the FICA
Medicare appropriation.

TOTAL

$ 134,675

$ 109,131

$ 52,948

$296,754




