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TO Mayor and City Council
Redevelopment Agency Members

FROM Director of Finance

SUBJECT MidYear Review FY 2010

RECOMMENDATION

That the Council reviews and comments on the MidYearBudget Report and adopts the attached
resolutions amending the FY 2010 Operating Budgets for the City and the Redevelopment Agency

SUNIMARY

This Midyear Financial Report provides an overview ofGeneral Fund revenues expenditures and
fund balances projected through the remainder ofthe fiscal year These projections are developed
by reviewing the actual revenues and expenditures recorded through December 31 ofthe fiscal year
and analyzing current economic information to project yearendreceipts as well as reviewing
expenditures to determine if additional appropriations are required atMidYear

The result of this analysis for FY 2010 reflects a significant decline in revenues mainly due to

current economic conditions Staff is recommending anet22million reduction to revenues offset

by a700000 increase in transfers to the General Fund These budget amendments estimate a

possible15 million use ofcontingency reserves Detailed financial assumptions are discussed
below

Staff has also recommended amendments to the FY 2010 Redevelopment Agency budgets These
amendments include a12million reduction to Agency revenues mainly due to the decline in

property assessed values an increase to expenditures to cover the 44 million payment due For

Supplemental ERAF payments and reductioris to other expenditures including a98million
reduction to the Agency Capital Projects budget



DISCUSSION

FY 2010 General Fund Summary
as of December 2009 and Projected Through June 2010

AdoptedBudget The organization has been proactive in its efforts to stay financially solvent since
before this recession began As was conveyed in the budget message in June 2009 balancing the

budget was made possible by a combination ofonetime borrowing salary concessionsfurloughs
from all bargaining units the elimination of approximately fortyfive General Fund nonsworn

positions and the implementation of anew Master Fee Schedule based on a comprehensive study

For FY 2010 staff was understandably conservative in their revenue projections expecting negative
growth in most revenue areas going into FY 2010 As FY 2010 has progressed significant
weakness in the overall economy pummeled city revenues especially sales tax The severity of this
recession is likely to persist for another twelve months or more

Revenue forecasts in the FY 2010 adopted budget incorporated economic factors such as a

reduction in property tax revenue by almost 8 and a6reduction in retail sales tax However
the recession has been far deeper and far longer than anyone anticipated with the added impactof
an accelerating unemployment rate that is currently the highest in decades Unemployment rates as

ofDecember 2009 for the City the County and the State are 121109and 121

respectively according to the California EDD Compare this to December 2007 when Haywards
unemployment rate was54

Of equal concern are the unknown but anticipated actions by the State of California to continue

to use local government as unwilling victims to solve the States own internal budget crisis The

State is currently faced with a deficit of over 20 billion dollars Their past actions to defer Gas
Tax payments plus grab Redevelopment Funds makes us very waryof what could be around the

corner The Governors budget released earlier this month proposes a complicated tax swap
scheme that may affect the sales tax cities receive on gasoline sales by replacing it with a new

excise tax The State maybe able to alter their Proposition 98 obligation by utilizing such a

scheme which could reduce the amount of educational funds that come to Hayward from the

State It appears that the State will continue to raid RDA funds and delay payments to local

agencies for transportation These are just a few ofthe issues staff will be tracking closely

The following chart reflects the components of the 1169million General Fund resources budgeted
for FY 2010 including revenues and transfers into the General Fund Property tax and sales tax are

the two major revenues that have been most affected by the economic recession These two

revenues sources make up 52 percent oftotal General Fund resources Total General Fund
resources in the Adopted FY 2010 Budget are 23million less than the amounts originally
presented in the FY 2009FY 2010twoyear budget and the current budget also includes 10
million for the recently approved Utility Users Tax which was not anticipated in the original two

year budget
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FY 2010

General Fund Resources 1168Million

Transfers

Other 124

sources 11

179
15

RPTT Property tax

30 372
3 32

Charges for

services

67
6

Other taxes

56 Utility users

5 tax Sales tax

100 240

8 20

Ecoamic KECessicCntirrres

The broader nleltdonofthe economy over the last tiiiaen months due to the credit crisis sotening
ofthe housing nlarlLet reassessments ofreal estate and reduced consumer confidence has besll

much broader and deeper than most anyone had predicted the result ofhich the are seeing in our

reventle receipts

General Fmul ReenueveitiietiB allllualizing our reenuzs baszcl onnliclearrzsults
reenues are projeetecl to be22million less than astimatecl This shortfall in revenue is clue

primarily to the decline ofsales tal aiclecl by smaller declines in franchise ties and licenses and

permits offset b gains in real property transfer tas and constlllction related revenues The Citys

major reenue sources are discussed belo

Propertt TcxFor FY210 staff estimated a o decline in property taz revenue or 3

lllillion bolo the alllvunt reccivecl last gear State s F 2010 estimate planned for an

assessed value reduction of13billiontiom1I9 to 136billion and potential
reassesslllellts and foreclosures The first large payment ofthis years repcllue as received
in December 2009 and shows a 7o reduction oZer the same period last year

The chart on the follottiing page reflects the changes to property tai revenue over the past
Mine vears BeniecnFZ 2009 and FZ 2010 the City elperienced a 13billion decline in
net assessed value19 versus12billion j This is the first time tha City has

ezperiencecl a decline in total property values oll record It i11 take lnanvvears of

appleClatloll to1egalll tllls loss 111 aSSesSeci value Cllle t0 theI1Oposltlon 1 lllallllllllllmotl1
rate being set at 2oper year Staff is also concerned that the comluercial property nlarletis

showing signs ofwealaless Statfis closaly monitoring this repenuehoever it is elpected
that we will meet the 372millionbuclgetestinlate by yauencl Reconunended rction No
action required
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The folioing chart shosdata for the past nine years
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Sales Tai For FY 2010 staff estimated a 6o cleeline in salts tai revenue orlG million less
than the amount reeeivecl last vear The first halfofF 2010 shoedan unpreeeclentecl 21 u

declina in receipts over the same period last vear Staff is closzl monitoring thisreenue and

based on receipts t1uough Decamber and projections from our sales tatconsultant
1IuniSeiieesstaff is projecting sales tat rayenue this fiscal vear to be 11obeloytarget or

26 million belo the 21 million budget estimate RecotinEitlEdlction Recluse sales tai

reenue U26million for avearenclestnnate of21million

This recession has maatl atfectecl salts tai revenues Our sales tas consultants have statacl

that eve areeperieneing the orst decline of sales tai on recordthich goes bacl to the

i1eat Depression

Losses in businesstobusiness related salts lead the cuient vear decline in salts tas

follotiecl by holzsale building materials ne auto sales and service stations Net

quarters sales tat receiptstill see the results of the holiday shopping season yhich is

estimated to be lack lustzr Neztquarter receipts will also include sales tai from the ney

Costco hich opined in Novamber 2009
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The folloing chart shotss data for the pest nine years The most significant change chlring
that time is the amount ofrevelnla received from the salt ofnets auto salts and businessto

husiness transactions
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Sales Tax by Economic Sector
s in millions

u Business to Business excluding Light Industry
General Retail

New Auto Sales

Building Materials Retail

Miscellaneous

Light Industry
Transportation excluding New Auto Sales

Building Materials Wholesale

Food Products

The City has seena 10 million decline in sales tat revenuetion12001 to 2010 New auto

salts lead thetav ith the largest lossoer the larger time span The businesstobusiness

category tvas holding steadyuntil last dear when it began to decline which is due to some

businesses closing anc relocating but nlainl clue to the slovdovnin businesses

replenishing inventories ith aclclitional losses this fiscal aar businesstobusinessis

catching up to the loss felt by ne auto salts The ollh economic sector shoing a positive
change in the group is for food productstllich illchules sollle of the llevly located toocl

prOCeSSlllg bt1s111e5seS reStaUlallts alld grocer Stores

The tollovillg chalt represents the arias vllere the City has incurred the largest losses of
salts tat ovar the past Hinz years
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Loss of Sales Tax Dollars

By Economic Sector

Transportation
excluding New Auto

Sales

289928
3

Light Industry

542175
6

BuildingMaterials
Wholesale

810 654

9

General Ret

115720
13

rw Auto Sales

2998037
35

iessto Business

ccluding Light
Industry

2134844
25

although the Citys sales tal base is cliyarse last yearsclosure offive car dealerships
including HatiardForcl Hartzheim Dodge Havarcl1IazclaHaarcl Chevrolet alxl

Hazvard Lincoln 1Iercurv yill have a lonerterm impact onHayards economy Iso the
closure ofretail stores such aslIa1nsand Circuit Cite the claclina in gas prices the paralysis
in the construction industry the tumble in consumer confidence combined ith increasing
unemployment alxl the tluaat ofclosure ofmane other retailers has reduced the Citys ratan

sales base to unprecadanted leyals Rabuilding this basa gill tale many years

This years loss oftha Inja atrto part inanufachueras Tall as many other businesses in
Hazyard that sulph auto parts yill also aclcl to sales tal declines clue to the impending closure

of the Nununi plant The recant opining of Costco yill hale to offset soma oftheca sales tai

losses

Keal Proertt Tratrser TaiTheF 2010 adopted budget includes 30million in alunial real

property transfer tai Based on sales activity so far this year staff expects to receive

apprclimataly3million by yearend as compared to 3million recaiyecl last year This is

a 00000 adjustment from the conservative estimate in the adopted budget Tha F21

estitnatecl clacrease from the previous year is bacause the value oflxnnas culrenth being sold is

lass than the value ofhomes thataareV sold last year ithough the number ofunits sold this

year has increased the average sales price has cleclinecl Tha tvlloving chart shoesthat over

the past seven years rail property transfer tal has hacl significantoth and is nov

experiencing continuing substantial declines due to the depressed housing marlLet and

denxnistrates the volatility ofthis revenue source Recorniefledctrm Increase real

propeittrairsfer tat revenue b00000 for aearend estimate of3Smillion
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Real Property Transfer Tax
millions

2010
2009
2008

2007
2006
2005
2004
2003

Actual Estimated

o7zstructioiRelatedFees Constttictionrelated revenues include constitictionpatYnits Ind

inspections plan clleeli fees and the supplemental improvement taz The acloptecl budget
projected a 13odecline tronl the prior rear in this cntegor Thane revenues have bean

signiticantlaactecl by the economic recession which nttectecl the real estate encl housing
inarlLet Hoevar clue to the construction ofthe ne Costco the City realizacl increased
reenue from neyconstruction inspections and supplemental improvement taws Dua to this
one time activity staff ezpects reenue to be 310000 morn than btulgetecl Recotatrarended

action Increase the estimated reenue for conshuctionrelated fees b310000 for a

yearendestunate of3039 nvllion

Thz tolloving chart sununarizes the original Budget the yearend estimate and the
reeonunended adjustments to the Revenue Budget

Construction Related

Revenue

Construction permits

P l a n ch ec ki n g fees

New Construction Insp

Supp i mprovement tax

Tote I

FY 2010 FY 2010 FY 2010

Adjusted Recommended EndofYear

Budget Amendments Estimate

1540000 350000 1190000

744500 744500

199980 350020 550000

264000 310000 574000

2748480 310020 3058500

Revenue received tluough December is at4o ofaiunial revenue or 6695granter than the
same period last year The majorih ofconstitiction ralatecireenue generally comes in the

spring and sununer months This increase Dyer the prior gear is due to the construction of

Costco Thaepecttiition is that development activity ill continua to be flat over the neztnil

months The chart alo reflects the changes in constnictionrelated revenues over the past
seven years
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ConstructionRelated Revenue

s in millions

zolo

2009

2008

2007

2006

2005

2004

2003

FicrcliseFees Revenues for theyasteIlanageiuent franchise have increased at a slower

pace than estimated The adopted budget projected an goincrease intaste1Ianagement
franchise fees The expected shortfall in this revenue is 100000 below projections for this
fiscal year Wastellanageinent revenues arc very clepeixlent on commercial and constriction

related accounts These accounts have not beenepeaiencing increases in activity This

estiinatecl decline in revenue is estimated to be offset by an increase in revenue from the
toincast Cable franchise of210000 This franchise reperne has seen increases since the State

took over the franchiseaeement for all cable companies The net change to the adopted budget
is estimated to be a decrease of160000 ReconmcnderlctionReduce the estunated

revenue forfianchitie fees by160000 for ayearendestunate off90mullion

Fees clLicerses With the F 2009 implementation ofthe cihiclc full costrecovery policy
F 2010 faes licenses are budgeted at 1million which is approzimateh the amount

reported last year The first halfofthe year shosincreases for public safetyrelatedfees and

licensesoer the same period last year Hoever rental inspections were not performed the
flirt half ofthe year chic to an injunction that prevented inspections aixl related fee collection

since ugist 1 RecorfftEldEdaction Decrease the estunated revenue for fees liceLSes

Uv X296000 for a yearenclestuuate of38mullion
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General Fund Revenue Adjustments Summary Below is asummary of the recommended changes
to General Fund Recommended Action Reduce General Fund revenue by 22million

General Fund

Revenue

Sales Tax

Franchise Fees

Licenses Fees

Real Prop Trsfr Tax

Construction Related

Tota I

FY 2010 FY 2010 FY 2010

Adjusted Recommended EndofYear

Budget Amendments Estimate

23991000 2591000 21400000

9147000 160000 8987000

4124000 296000 3828000
3000000 500000 3500000

2749000 310000 3059000

43011000 2237000 40774000

General end Expenditures
Expenditures through the firsthalfofFY 2010 are approximately 1 million less than the prior year
at this same time The FY 2010 budget was formulatedbased on all bargaining units agreeing to

5reductions in employee costs through concessions and furloughs for FY 2010 Staff expects to

meet the adjusted expenditure budget by yearend and does not recommend additional cuts

Recommendedaction No action required

Looking to the future General Fund expenditures are continuing to grow at a pace greater than

revenues which create astructural deficit in the General Fund This is largely due to the growth in

employee salaries and benefits Employee salaries and benefits are established through the

processes of collective bargaining between the labor groups and the City Over the past several

years the employees have been educated about the Citys financial position and have willingly
agreed to salary concessions furloughs and other amendments to the Memorandum of

Understanding MOU contracts in order to preserve city reserves

The employee groups have been valuable team members to help the City deal with this financial
crisis Last year the Citys savings target was 68 million and by December 2008 an additional
16 million in cuts were required The City has achieved these targets through the help of salary
reductions furloughs early retirements and layoffs During the current year the original employee
services savings target of85million identified in the FY 2009FY2010twoyear budget grew to

145million The additional 6 million in savings was achieved by employees
furloughconcessions and reductions in public safety overtime

Despite all ofthese extraordinary cuts the City continues to face future structural deficits due to the

significant erosion ofthe Citysgeneral revenues Therefore the area of employee services must be

closely examined mainly because approximately 80of general fund expenditures are designated
for employee services

Areas of concern The preliminary prof ections for the next twoyear budget cycle FY 2011 FY

2012 reveal an approximate shortfall of9 million These projections include a5growth rate in
revenues from this years estimates and a7 growth rate in expenditures The most significant
change is the end ofonetime funds available to the General Fund In FY 2011 the City will not

MidYearReview FY2010
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have the 5 million transfer from the remaining discretionary Housing Funds or the additional
transfer of Gas Tax monies For FY 2010 these two transfers totaled 7 million The majority of

the reductions to employee services based on furloughs and concessions are also due to expire at the
end of FY2010

The City Manager has been communicating this fmancial picture to employees and bargaining
groups and will present possible solutions to reduce this projected deficit to Council during the

budget process in May

Emloyee Services Costs TheCity is concerned with achieving competitive compensation
packages in order to attract and retain the best employees in the Bay Area As theCity develops
compensation packages it is important to look at total compensation which includes benefits for

medical retirement etc rather than salary alone

The City understands that benefit costs have been escalating and are projected to grow further over

the next five years In order to remain competitive and also develop compensation packages that

can be sustainable the City will be assessing how benefits are strnctured In many cases the City
provides arange of benefits that have no cost ceilings Therefore as the costs increase the City is

obligated to absorb these increases without manyoptions to negotiate better pricing or establish

maximums to protect the City Employee retirement benefits health benefits retiree medical

benefits and workers compensation are some ofthe areas that fall into these categories

Employee retirement benefits TheCity offers Ca1PERS retirement benefits to all fulltime

employees The cost ofthese benefits is calculated by PERS actuaries and can be highly
complicated The things that affect these costs include interest rates employee salaries the age at

which employees retire how long they live and the agreedupon defined benefit retirees receive

The reality is that the interest rate earned by PERS has greatly affected our future costs PERS

budgets and depends on a775rate ofreturn but last fiscal year alone they incurred a24 loss on

investments Therefore the costs for all PERS members will be increased overthenext several

years to absorb this investment loss

Our cost is also affected by salary increases and the number of employees retiring The City offered

an early retirement program last year and overSO longtime employees opted to retire knowing that

the City was faced with budget cuts and layoffs It was awinwin for the City and the dedicated

employees of Hayward The City did estimate aslight increase in PERS cost due to these

retirements however the total longterm savings to the organization in order to downsize

outweighed the shortterm cost for this program

As previously mentioned the City is projecting increases to retirement costs due to many factors

Below are the projected rates a percentage of salary that the City will pay PERS over the next five

years for retirement benefits these estimates are provided by PERS During FY 2010 the City is

paying from 11to 28of salaries for retirement vests
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Retirement

Rate Projections

NonSafety Misc

Safety Police

Fire

Actual Est Est Est Est

FY 2011 FY 2012 FY 2013 FY 2014 FY 2015

1190 1260 1460 1760 1790

30 3080 3310 37 3740

2750 2850 3130 3610 3650

Employee health benefits The City provides medical dental vision life and disability insurance

tofulltime employees The cost of medical insurance has increased2040over the past five

years These are typical increases throughout the healthcare industry It is difficult to predict how

the National Healthcare Reform will affect our benefit costs but we do believe there is the potential
this could increase the Citys costs We are analyzing the affects of these reforms as we receive
information Based on what we are hearing there may be aneed to review how we provide these

benefits in order to manage the total costs required

Retiree medical benefzts TheCity provides certain vested retirees with contributions towards

medical insurance premiums These benefits are based on negotiated terms that may differ by
bargaining unit In the past the City has paid these reimbursements as they become due the payas

yougobasis Recently the City established anew fund in order to begin accumulating reserves to

fund these longterm obligations However it will take many years to accumulate the reserves to

fund these benefits at the levels recommended by our actuaries

Workers compensation benefits The City has made a lot ofprogress over the past two y ears to

reduce the number of injuries on the job and to conclude longstanding cases Since the City is self

insured for workers compensation this is very positive However workers compensation is mainly
linked to the cost ofmedical treatments and as noted above these costs have been escalating over the

past several years Currently we contribute approximately 1and 14 ofsalaries to fund the

miscellaneous and safety employees workers compensation program respectively We estimate

these costs will continue to grow by aminimum of2per year

Operating Transfers In

The City budgeted 124million in operating transfers into the General Fund These transfers

include 5 million ofonetime funds from the Housing Fund as well as transfers from gas tax

revenue repayment of RDA loans grants and other iridirect costs Due to the Route 238

Settlement Agreement with Caltrans and other parties the City will be transferring back the

remaining discretionary funds from the original housing money for the 238 project to the General

Fund There is approximately 700000remaining after all obligations ofthe Settlement Agreement
have been set aside into a special fund Therefore the remaining fund balance of Fund 431
estimated at700000will be transferred into the General Fund at midyear Recommended action

Increase General Fund Transfers In by700000

FY 2010 Redevelopment Agency Summary
as ofDecember 2009 and Projected Through June 2010

On September 19 2009 staff provided Council with an update regarding State Assembly Bi1126

4X Supplemental Educational Revenue Augmentation Fund Payments SERAF and Impacts to

the Hayward Redevelopment Agency This midyear report is a followup on the modifications

recommended to the FY 2010 Budget that werepresented in September 2009
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Review ofAB 264X SERAF InJuly 2009 the State approved Assembly Bi1126 4X which
authorizes the collection of205 billion statewide in redevelopment funds including 17billion in
FY 2010 and 350 million in FY 2011 These funds are to be deposited in county SERAF to be
distributed to meet the StatesProposition 98 obligations to schools As a result of the passage of
AB 264X in July 2009 the State is requiring the Agency to make aspecial payment by May 1Q
2010 in the total amount of4421374 The Agency may borrow the funds needed from its
IowModerate Income Housing Fund for a period offive years

In order to make the SERAF payment and meet its priority obligations and commitments in both
funds staff recommends that the Council appropriate1000000 from the RDA Operating Fund

Fund 451 and3421374 from RDAIow and Moderate Housing Fund Fund 452 The

proposed payment split between the two funds will allow the Agency to meet its commitment to

provide 71 million from Fund 452 to the South Hayward BART affordable housirig developments
from FY 2010 to FY 2012 The States SERAF payment requirement isbeing legally challenged
and in the event the payment is not necessary the funds will be returned to fund balance for re

allocation to priority projects in the next budget year

Reductions in Tax Increment in FY2010 and Effects ofEconomic Recession In late July 2009 the
Alameda County AuditorControllerreleased the Assessed Valuation Report for the Redevelopment
Agency for FY 2010 Based on the new assessed values the Agencysprojected tax increment
revenue is now approximately 900000 lower for the current fiscal year than was presented in the
FY 2010 budget and constitutes a17 drop in tax increment revenue from FY 2009 While staff

previously included all property assessment appeals that had been filed with the County and had
otherwise taken measures to be reasonably conservative in its estimates the Countysreduction in

property tax assessed values extended much further than previously thought as a result of overall
economic conditions

Finally there is continuing uncertainty about the timing ofthe recovery in the housing and
commercial development markets In recognition ofthese eamomic uncertainties staff has worked
with its consultants to correct its tax increment projections going forward and has further reduced
its projected revenues by assuming that certain school and park fee revenues as well as the sale of
the Burbank School surplus property are postponed for several years As a result ofthese further

projected revenue reductions and without corresponding modifications to the Agencys adopted
budget and unless changes are made staff projects that the AgencysOperating and Capital Fund
451 will have a27million deficit by the end ofthe current fiscal year and growing deficits in
future years

The following revenue and expenditure changes are being proposed to the Redevelopment
Agency Operating budgetNnd451

Changes to revenue Proposed reduction of1015195
A reduction of1015195million in revenue includes a772983 reduction in property tax

increment TI revenue An additional 54112 revenue estimate reduction has to do with a

reduction of the agencyspass thru payment withhold from HUSD which is tied to the reduction in
TI revenue An additional 194400 revenue estimate reduction is due to areduction of impact fee
due to the slowdown ofdevelopment in the RDA area
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Changes to expenditures Proposed reduction of599995
An additional budgeted expenditure of 1 million is being requested for the SERAF This
additional budget is offset by a1599995expenditure budget reduction for the Retail Attraction
Program Pass Through Payments due to lowered revenues and deferment of loan repayments to

the Sewer and Water funds

Changes to transfers out Proposed reduction of3 million
A transfer of32 million from Fund 451 to the Agency Capital Projects Fund 455 was adopted in
the FY 2010 budget to fund Capital Improvement Projects in the redevelopment area A budget
reduction of22million to Fund 455 is being proposed due to declines in property TI revenue In

addition the annual RDA General Fund loan repayment of800000 has been budgeted in the

expenditure area for FY 2010as opposed to iri the transfer section therefore the fund transfer
amount of800000 is no longer needed and will be reduced by 800000

The following table highlights recommended changes to the Redevelopment Agency Operating
Fund

Redevelopment Agenty Operating Fund Fund 451

A Revenues

PropertyTax Increment

Additional Revenue

Pass Thru Payments

FY 2010 FY 2010 FY 2010

Adjusted Recommended EndofYear

Bud et Amendments Estimate

9767749

B Expenditures
ERAF Payment
RDA Prop Tax Pass Through
Retail Attraction Program

Water Sewer Loan Repayment

C Projects

D Transfers Out

GF Loan repmt budgeted in supplies line

Reduction of various CIP Projects

MidYearReview FY2010
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8128472

772983
6300

248512

1015195 8752554

1000000

52417
500000
1047578

599995 7528477

607101 6071D1

8850326

800000
122000001

3000000 5850326
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The following revenue and expenditure changes are being proposed to the Redevelopment
Agency Low Moderate Housing Fund budget Fund 452

Changes to revenue Proposed reduction of174202
A reduction of174202 in revenue is due to a reduction in the property tax increment TI
revenue due to a17decline in assessed value between the 2009 and 2010 years

Changes to expenditures Proposed increase of2205874
An additional budgeted expenditure of3421374 is being requested for the SERAF along with
an additional budget of50000 for Affordable Housing This increase is offset by a 250000
reduction in the Minor Home Repair

The following table highlights recommended changes to the Redevelopment Agency Low
Moderate Housing Fund Fund 452

Redevelopment Agency Low Moderate Housing Fund Fund 452 FY 2010 FY 2010 FY 2010

Adjusted Recommended EndofYear

Budget Amendments Estimate

A Revenue 2413059

Property Tax Increment 11742021 2238857

B Expenditures 3651214

ERAF Payment 2405874

Affordable Housing Program 50000

Minor Home Repair Program 250000

2205874 5857088

The following expenditure budget changes are being proposed to the Redevelopment Agency
Capital budget Fund 455

Changes to revenue Proposed reduction of78million

A reduction of78 million in revenue is due to the decline in RDA property tax increment

revenue which makes a78 million bond fmancing not feasible at this time

Changes to projects Proposeddecrease of98million

Since bond financing is not feasible at this time funds allocated for various capital projects have

been reduced

Changes to transfers in Proposed reduction of22million

A reduction in the RDA Qperating Fund fund 451 transfer in is being recommended
due to a decline in RDA property tax increment revenue This reduction in transfer in has

reduced funding for various capital projects
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Redevelopment Agency Capital Fund Fund 455

A Revenue

2010 TABS

B Protects

Upper Foothill

SycamorePinedale
South Hayward BART

SycamoreHarder

C Transfers In

Transfer from RDA Op Fund 451

FY 2010 FY 2010 FY 2010

Adjusted Recommended EndofYear
Bud et Amendments Estimate

7800000

10800000

3200000

7800000

3000000
5300000
500000
20000001

BBOOooo 1ooooaa

2200000 1000000

FEDERAL ECONOMIC STIMULUS DOLLARS UPDATE

In support of Councilsstated priorities and to augment our limited local funds the City has been

pursuing all available and relevant Federal stimulus grant funding provided by the American
Recovery and Reinvestment Act ARRAand expects to receive grants in the areas of

transportation community development block grants police services energy efficiency and energy
conseivation

The Citiy of Hayward has been awarded the following stimulus grant awards
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Department Grant Amount

Energy Efficiency and Conservation Block Grant To

Development Services fund initial implementation of the Climate Action 1361900
Plan and to support Stopwasteorgs Green Packages

Police Department
COPS Hiring Recovery Program Funds nine police

4032027
officers overthree years

ByrneARRA Grant Funds the cost of a new CADRMS
Police Department 353270

system
COBGRTo be used in the minor home repair

Neighborhood Services program the small business revolving loan program 460000
and renovations at Weekes Park

Local Streets and Roads Seeking regional ARRA

Public Works funding throughMTCforrehabilitationofpavement 450000
on certain arterial streets

City Managers Office
Emergency Shelter Grant Program To carry out

703342
eligible homelessness prevention andrehousing

Neighborhood Stabilization Program To acquire
rehabilitate and sell foreclosed homes in a specified

City Managers Office
target area of high foreclosure incidence in the

1554489

South Hayward area

CONTINUING NEED FORFISCAL PRUDENCE

The overall economic picture is not expected to improve quickly It is predicted that economic

recovery will not be noticeable for twelve months or more The goal continues to be to minimize

the impactof the budget challenges on the community while ensuring we continue to deliver

needed services

The upcoming twoyear budget will require further expenditure reductions in both FY2011 and FY

2012 We will need to continire to work with our employee groups to find ways to reduce costs

improve revenues and innovate A selective hiring freeze will continue through FY2010 as we

monitor our revenue picture and the overall economy We are by no means out of the woods

regarding our fiscal condition

Additionally the City has significant funding needs for replacement offleet technology and

facilities Examples include replacement of City vehicles a new Financial system and

improvements to our facilities These costs have not been funded in the current budget and will

unlikely be adequately addressed in FY 2011 The City will continue fo earmark onetime funds for

these needs until revenues stabilize
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FISCAL IMPACT

General Fund

The FY 2010endofyear estimates for the General Fund are summarized below and in Attachment
A The overall fiscal impact ofthe recommended budget revenue adjustments of22 million and
the additional transfer in of70000 result in adecrease to the ending fundbalance of15million
The total undesignated fund balance atyearend is estimated to be 181 million or11million
less than projected in the FY 2010 Adopted Budget However the current FY 2010 endofyear
estimate shows anet change to fund balance as a surplus of16million before factoring in prior
year obligations and transfers to reserves Therefore no additional reductions to General Fund

expenditures are being proposed Our continuing goal to maintain adequate reserves is being
maintained with these recommendations

The following table shows the changes to the General Fund balance from FY 2010 adoption to FY
2010endofyear estimate The breakdown of the fund balance amounts are shown at Attachment
B

General Fund

in millions

Revenues

Expenditures

Transfers In

Transfers Out

FY 2010 FY 2010 FY 2010 FY 2010

Adopted Adjusted EndofYear Recommended

Budget Budget Estimate Amendments

1045 1062 1040

1063 1084 1084
22

123 124 131

71 71 71

Net Change to Fund Ba

Beginning Fund Balano

Prior Year Obligations

Transfer Out

34 31 16

158

Net Change to Fund Ba 34

Designated Ending
Fund Balance 192

217

12

40

31

196

07

15

217

12

40

16

181 15J
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Redevelopment Agency

Staff recommends an equal reduction to both revenues and expenditurestransfers out in the amount

of9 million The overall fiscal impact ofthe recommended budget amendments to the

Redevelopment Agency are summarized in the following chart

Redevelopment Agency FY 2010

Recommended

Amendments

Reduction to Revenues

Property Tax Increment 950000
Other Revenue including Pass thru Payments 240000
Bond proceeds from Tax Allocation Bonds 7800000

8990000

Changes to ExpendituresTransfers Out

ERAF Payments 3406000
Reduction to Program Expenditures 752000
Deferral of Debt Service Payments 1048000
Defferal of Capital Projects 9800000
Decrease toTransfers Out 800000

8994000

PUBLIC COMMENTS

Staffpresented the Midyeaz Review to the Council Budget Finance Committee January 27
2010

NEXT STEPS

Staff will post the budget amendments per the approved resolution and update theendofyear
estimates over the next several months as new information is obtained during the budget process

Prepared by Denise Blohm Budget Administrator

Reviewed by Debra C Auker Director ofFinance

Approved by

Gregory T Jones City Manager
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Attachments
I FY2010 General Fund Summary June 30 2010 Revenue and Expenditure Estimates

II FY 2010 General Fund Summary June 3Q 2010 Ending Fund Balance Estimate
IIIResolution to Amend FY 2010 City Operating Budget
IV Resolution to Amend FY 2010 RDA Budgets
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Attachment I

FY 2010 General Fund

EndOfYear Estimate

General Fund I Previous

s in10005 P Yr 1

Audit

FY 2009

Resources

FV 10 Adj

esPropertyTax 40699

z1 Sales Tax 25630
10 UUT

5 Franchise Fees 8760

5 Other Taxes 5686
a LicensesFees 4148
3 Other Revenue 6111
s InterGovernmental 4854
3 Real PropertyTrsfrTax 3853
3 Construction Related 3394

AllOther 2522
100 Total Revenue 105657

Transfers in 13520

This Year

Adopted Adjusted EOYEStimate Adj vseovFsr

FY 2010 FY 2010 FY 2010 Diff Diff

37167 37167 37167

23991 23991 21400259111
10000 10000 10000

9147 9147 8987 160 2

Sfi00 56005600
403841243828 2967

3462 3462 3462

3330 4904 4904

3000 3000 3500 500 17

2749 2749 3059 310 11

2014 2014 2014

304498 106158 103921 2237 z

12325 12411 3099 688 6

TOtal Resources 119177 116823 118569 117020 1549 1

Outlays
FY10 Adj

sz Salary Benefits 88433
5 Overtime 4SB8

4 ChargeCreditfrom other progs 6116
Net Employee Services 88206

z Maintenance Utilities 2089
Supplies Services 7810

a Internal Service Fees 8433
0 Capital 388

Net Operating Expense 18719

r00 Total

Transfers out

88217 89428 89428
5377 5250 5250

4657 4397 4397
88937 90281 90281

2357 2357 2357

593374227422
9113 9113 9113

495 495

17403 19387 19387

6286 7101 11072 11072

TOtal Outlays 113211 113441 120740 120740
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Attachment II

General Fund

Reserve Designations
s in1000s

Reserved for

RDA Loan Repayment
Encumbrances

Prepaid Expenses
Inventory

Total Reserved Fund Balance

Designated for

Economic Uncertainty
Liquidity
Hotel Conference Center

Retirement Reserve

Police Staffing
Contingencies

FY 2009

Audit

9841
974

13

10828

2000

3500

1000
522

1000

Total Designated Fund Balance

Total Reserved and Designated Fund Balance

21759

32587

FY 2010 MidYear FY 2010

adopted Change Recommended

776 485

28 28

804

7000

3500

1000

1000
6684

19184

19988

513

7000
3500
1000

1000

549 5135

1549

1549

17635

18148
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Attachment III

HAYWARD CITY COUNCIL

RESOLUTION NO 10

Introduced by Council Member

RESOLUTION AMENDING RESOLUTION 09082 AS

AMENDED THE BUDGET RESOLUTION FOR THE CITY OF

HAYWARD OPERATING BUDGET FOR FISCAL YEAR 2010
RELATING TO AN APPROPRIATION OF FUNDS

BE IT RESOLVED by the City Council of the City of Hayward that Resolution

No 09082 as amended the Budget Resolution for the City of Hayward Operating Budget for

Fiscal Year 2010 is hereby amended by approving the General Fund changes indicated below

BE IT FURTHER RESOLVED by the City Council of the City of Hayward that

the following revenue estimate amounts are hereby amended

I CHANGEOFREVENUE ESTIMATE TO THE GENERAL FUND

Fund Revenue Amendment

100 Sales Tax 2591000
100 Franchise Fees 160000
100 Fees Licenses 296000
100 Real Property Transfer Tax 500000
100 Construction Related 310000

Net Change to Revenue Estimate 2237000

BE IT FURTHER RESOLVED by the City Council of the City of Hayward that the

Director of Finance is hereby authorized to transfer the following amounts from one fund to

another as indicated below at such time as heshemay determine giving consideration to the

intended purposes for whichthetransfers are made and available balances in each ofthe funds

The Finance Director will transfer the entire remaining balance of fund 431 to fund 100
including any interest accrued

II FUND TRANSFERS INTO GENERAL FUND

Fund Revenue

431 Housing Fund

273 Byrnes Grant Fund

Net Change to Transfers In

Amendment

1041000
3530001
688000
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Attachment III

The Director of Finance is hereby authorized and directed to dishibute the above revised
revenue estimates and transfers to the various accounts of the City in accordance with generally
accepted accounting principles and consistent with the purposes and objectives as outlined in the

approved budget

IN COUNCIL HAYWARD CALIFORNIA

ADOPTED BY THE FOLLOWING VOTE

AYES COUNCIL MEMBERS

MAYOR

NOES COUNCIL MEMBERS None

ABSTAIN COUNCIL MEMBERS

ABSENT COUNCIL MEMBERS

ATTEST

APPROVED AS TO FORM

City Attorney of the City of Hayward

City Clerk of the City of Hayward
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Attachment IV

REDEVELOPMENT AGENCY OF THE CTIYOF HAYWARD

RESOLUTION NO RA 10

Introduced by Agency Member

RESOLUTION AMENDING RESOLUTION RA 0916 AS

AMENDED THE REDEVELOPMENT BUDGET

RESOLUTION FOR FISCAL YEAR 2010 RELATING TO

AN APPROPRIATION OF FUNDS FROM THE

REDEVELOPMENT AGENCYS FUNDS 451 AND 452
FOR SERAF PAYMENT AND FUND 455

WHEREAS Chapter 21 Statutes of 2009 Fourth Extraordinary Session AB 26 4X
added Sections 33690 and 336905to the Community Redevelopment Law Health and

Safety Code Section 33000 etseq requiring redevelopment agencies to make certain

payments to its county Supplemental Educational Revenue Augmentation Fund SERAF
in fiscal years 2010 and 2011 and

WHEREAS Health and Safety Code Section 33690drequires that bg March 1
2010 the City of Hayward City shall report to the Alameda County
AuditorController as to how the Hayward Redevelopment Agency Agency intends to

fund the SERAF payment The funds are to be deposited with the county SERAF by May 10
2010 or that amount will be deducted from property tax revenues apportioned to the

redevelopment agencies respective cities and

WHEREAS the State Director of Finance has notified the Agency that its share of

the fiscal year 2010 special payment is4421374 and

WHEREAS the Agency may borrow the funds needed from its LowModerate
Income Housing Fund for aperiod of five years As a condition of borrowing from the Low

and Moderate Income Housing Fund the Agency must make a finding that there are

insufficient other moneys to make the required payment and

WHEREAS in order to make the SERAF payment balance its budget and meet its

highest priority obligations and commitments in both funds the Agency finds that it is

prudent to appropriate1000000 from its General Operating Fund 451 and to borrow the

remaining3421374 from its Low and Moderate Income Housing Fund 452 LMIHF and
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Attachment IV

WHEREAS the States SERAF payment requirement is being challenged in court

proceedings filed by the Califorriia Redevelopment Association and other parties and in the

event the payment is not necessary the funds will be returned to the fund balances for

reallocation to priority projects in the next budget year

BE TT RESOLVED by the Board Members of the Hayward Redevelopment Agency
that the Agency hereby finds that it does not have sufficient unencumbered funds in Fund
451 to make the required SERAF payment for fiscal year 20092010 The revenue to be

received by the Agency in fiscal year 20092010is required for the payment of Agency debt

service Agency administration and existing programs and projects and is not available to

make the SERAF Payment This finding is supported by the information and documents

provided by Agency staff to the Redevelopment Agency Board Members

BE IT FURTHER RESOLVED that the Hayward Redevelopment Agency hereby
authorizes a loan of3421374 the LMIHF Loan from the AgencysLow and Moderate
Income Housing Fund to the Agency for the sole purpose of making the SERAF payment for
fiscal year 20092010 The LMIHF Loan shall bear no interest and the Agency shall repay
the LMIIIF Loan to the Low and Moderate Income Housing Fund on or before June 30
2015 The LMIHF Loan shall not be made until such time that the Agency is required to

pay the SERAF Payment into the Alameda County SERAF

BE IT FURTHER RESOLVED that the Hayward Redevelopment Agency Board

Members report to the Alameda CountyAuditorControllerthat the Agency intends to fund a

portion of the SERAF payment from the LMII3F Loan

BE IT FURTHER RESOLVED by the Board Members of the Hayward
Redevelopment Agency to appropriate4421374million 1 million from the

Redevelopment Agency General Operating Fund Fund 451 and3421374 from the

Redevelopment Agency Low Moderate Housing Fund Fund 452 for the SERAF Payment

BE IT FURTHER RESOLVED by the Board Members of the Hayward
Redevelopment Agency that Resolution No RA09019 the Budget Resolution for the

Hayward Redevelopment for Fiscal Year 2010 is hereby amended by approving the

following Hayward Redevelopment Agency changes
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Attachment IV

I CHANGE TO REDEVELOPMENT AGENCY OPERATING FUND Fund 451

Redevelopment Agencv Operating Fund Fund 451 Amendments

A Revenues 1015195
B Expenditures 599995
C Transfers Out 3000000

Net Change to Fund 4615190

II CHANGE TO REDEVELOPMENT AGENCY LOW MODERATE HOUSING

FUND Fund 452

Redevelopment Agency Low Moderate Housing Amendments

Fund Fund 452
A Revenues 174202
B Expenditures 2205874
C Transfers Out 1850000

Net Change to Fund 181672

III CHANGE TO REDEVELOPMENT AGENCY CAPTIALFUND Fund 455

Redevelopment A ency Capital Fund Fund 455 Amendments

A Proiects 9800000

Net Change to Fund 9800Ob0

BE IT FURTHER RESOLVED by the Board Members of the Redevelopment
Agency that the Director of Finance is hereby authorized to amend the revenue and

expenditure budgets and transfer the following amounts from one fund to another as

indicated above at such time as heshemay determine giving consideration to the intended

purposes for which the transfers are made and available balances in each of the funds

HAYWARD CALIFORNIA 2010

ADOPTED BY THE FOLLOWING VOTE

AYES AGENCY MEMBERS

CHAII2

NOES AGENCY MEMBERS
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Attachment IV

ABSTAIN AGENCY MEMBERS

ABSENT AGENCY MEMBERS

ATTEST

Secretary of the Redevelopment Agency
of the City of Hayward

APPROVED AS TO FORM

General Counsel
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