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AGENDA

e Overview — Fran David, City Manager
e Operating Budget — Susan Stark, Interim Finance Director
v City
v'Redevelopment Agency
 Capital Improvement Projects — Robert Bauman, PW Director

o Closing in Preparation for Council Discussion — Fran David

All Department Directors present for Council questions/discussion
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Challenges

= Economy (Revenue down)

= State Take-ways (Resources less)
v'General Fund
v'Special Funds (e.g., Gas Tax)
v'Redevelopment

= Infrastructure (Resources demand)
v'Replacement
v Improvements

= Operations (Expenditures down & up)
v’ Short-term

v Long-term
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Challenges to Revenue Property Tax

= Property Tax Collection
v 1% distributed to local government

v'Hayward receives 17.1% of the 1%

= Property Tax Behavior ':'._ - :‘f‘.;_‘ ;___';3..
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v Base has severely diminished

« Drop in property values

« Assessor’s revaluations

« Appeals, particularly commercial
v Cap on annual increases (2%)

v Therefore, time period for recovery much longer
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Challenges to Revenue Sales Tax

= Sales Tax Collection
v'Alameda County Tax Rate — 9.75¢ per $1.00 spent
v'Hayward’s Share — 1¢ per $1.00 spent in Hayward
= Sales Tax Behavior
v'Down from 2000

« Loss of new car sales (-)
- Increasing Internet sales (-)
- Addition of new Costco (+)
v'Return will be slower than past experience
 Slow rebound of economy
- High jobless rate

« Growing Internet sales
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What’s Different Looking Ahead: Closing the Gap

= The “New Norm”
v The economy will not automatically
rebound
v'Revenue sources are realigning,
maybe permanently
v'State and County are in deep
financial trouble
= Long-term structural deficit
v’ Short-term fixes won’t “get us by”
anymore
v'Structural change is needed
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Challenges to Resources Looking Ahead: Facing the Demand

= The demand for replacement and updating of tools and
facilities has caught up to us

v Facilities —

- City Hall (Repair and replacement of elements)

- Police Station, Fire Station, Library (New structures)
v Technology —

- New system-wide technology (Financial System)

« Replacement & Updating (servers, software, desktops)
v Fleet —

- Update & Replace (Public Safety)

- Replace worn out (Operations, Utilities, Airport)

HAYWARD




What'’s Positive Looking Ahead: Getting There

Employees are extremely productive
Employees are supportive
Organization is very lean
Priorities are clear and sharp —

keep us focused

Reorganization has made us efficient —
shifted resources to support priorities

= Community supports us
= We have prevailed and have a plan!
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The Plan Looking Ahead to FY 2011

= FY 2011 - $9.8M Deficit Addressed
v'S900K in “corrections” (+)
v'S2.7M in increased resources,
savings, transfers (-)
v'S4. 5M from employees (-)
v'$1.1M additional vacancy savings (-)
v'$2.48M from Reserves
(Economic Uncertainty) (-)
= FY 2011 - Balanced at Zero Deficit
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The Plan Looking ahead to FY 2012

= FY 2012 - $8.9M Deficit Addressed
v'S4. 7M from employees (-)
v'$1.3M additional vacancy savings (-)

v'$2.87M from Reserves (Economic Uncertainty) (-)
= FY 2012 - Balanced at Zero Deficit
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The Plan & The Challenge Looking Ahead Past FY 2012

= Structural Deficit Must be Addressed
= Reserves must be replenished per Council policy

= Funds to replace, replenish, and improve must be brought to a
healthy state, with long-term sustainability

v Technology
v Facilities
v Fleet
= Next two-year budget cannot utilize reserves (can 2012?)
= Long-term obligations must be mitigated
v'FY 2013: $1.6M, using S11M of reserves & depleting them!
v'FY 2014: -(S11,335), with no reserves left!
v'FY 2015: -($23,767), and on and on....
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Respecting Our Employees Doing What’s Right

= Employees paid “in the market” I—

= Classification compaction addressed

= Assignments and responsibility
reflect classifications

= Great employees need rewards

= Contracts and contract terms clear and financially achievable
= The good work & great momentum must continue
= Together we CAN!
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