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DEPARTMENT OF FINANCE AND INTERNAL SERVICES

Council Budget and Finance Committee Meeting

Date March 26 2008

Time SOOpm
Room 4B City Hall

777 B Street

Hayward CA 94541

AGENDA

Public Comments Note For matters not otherwise listed on the agenda The Committee
welcomes your comments under this section but is prohibited by state law from discussing items

not listed on this agenda Your item will be taken under consideration and referred to staff

1 February 2008 Financial Report

2 Budget Update

GASB 45 FollowupDiscussion

4 Next Meeting Date Apri123 2008 at4OOpm

Distribution

Mayor and City Council

City Manager
City Attorney
City Clerk

Assistant City Manager
Finance Director

CED Director

Fire Chief

Human Resources Director

Library Director

Police Chief

Public Works Director

Senior Accountant

Budget Administrator

Daily Review

Interested Parties

Post

Assistance will be provided to those requiring accommodations for disabilities in compliance with the
Americans with Disabilities Act of 1990 Interested persons must request accommodations at least 48
hours in advance ofthe meeting by contacting the Assistant City Manager at 510 5834300 or TDD

5102473340
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HAYVIIRR D
HEAFT OF THE BAY

DATE March 26 2008

TO Council Budget and Finance Committee

FROM Director ofFinance and Internal Services

SUBJECT General Fund Financial Report February 2008

RECOMMENDATION

That the Committee reviews and comments on this report

DISCUSSION

This report provides an overview ofthe FY 2008 General Fund revenues and expenditures through
February 29 2008

FY 2008 General Fund Summary Attachment A

On February 19 2008 staffpresented amidyearFinancial Review of the General Fund and
Council approved revisions to the adopted budget which required additional use offund balance

reserves At December 2007 the use ofreserves was approximately 48 million The midyear
adjustments reduced revenue by37 million and increased expenditures by1875 million After

incorporating these adjustments with the yearend estimates the revised projected use ofreserves

reaches 106 million The attached February financial report includes thesemidyear adjustments

As ofFebruary 1 2008 the City has implemented a new spending policy to reduce general fund
expenditures to minimum requirements and adjusted staffing schedules to eliminate nonemergency
overtime where possible The new spending policy has been implemented as a responseto the

decline in major revenues such as sales tax development related revenues and real property
transfer tax

February 2008 Revenue Attachment A

The revenue budget was revised downward by 37million dollars as part ofthe midyear
adjustments When comparing actual revenue received to the revised budget to date revenues are

currently at 85ofthe budget or7382639below our target for the period which is somewhat

expected due to the timing ofcertain receipts Revenue received in the current period is about

102 or869964more than the amount received in the same period for the prior year



In order to provide adequate analysis ofrevenue the attached report compares the current year
revenue received to datewith the prior years revenue Analyzing the Citysmajor revenues by
comparing variances from the prior year has provided useful information in determining if revenues

are on target

Property Tax Property tax revenue is showing growth overthe same period last year A

significdrrt portion ofproperty tax revenue is received in December and April These two payments
are considered advanced payments from the County with acleanuppayment being received
from the County in June The cleanup payment is the payment that takes the difference between
the actual property tax revenue received and the two advance payments

The County Auditor is reporting an increase in the number ofproperty tax payment delinquencies
this year The County will not provide information related to how this will affect Hayward until the

receipt ofthe June cleanup payment In addition to the cleanup payment the City will receive
aircraft related property tax in June which is expected to be approximately 450000

Property Tax Vehicle License Fee The property tax backfill for lost VLF is forwarded in
December and April from the County per the requirements of the Triple Flip These two

payments are now wnsidered tobe Property Tax The December payment came in on

target The final payment for this revenue is expected in April

Sales Tax The adopted FY 2008 budget projected 30 million in annual revenue for sales tax On

February 19a the Council revised this revenue budget downward in the amount of11million for
a revised budget estimate of289 million After this adjustment the revenue through February is
at 92ofthe budget to date and 101 of prior year receipts This currentyear lag is somewhat

expected due to the timing ofthe end ofyear receipt

Sales tax revenue has two components 1 75is comprised ofmonthly receipts as collected by the
Statebased on taxable retail sales and 2 25of the sales tax backfill portion ofproperty taxes as

forwarded in December and April from the County per the requirements ofthe State Fiscal

Recovery Act

Sales tax was estimated to grow five percent this year However yeartodate this revenue has seen

minimal growth Afterreceiving payments through February it appears that this revenue source is
at the newly revised target after considering the timing ofthe revenue The slowdown in new car

sales and constructionrelatedactivity have bothcontributed to the decline in this revenue source

The decline in sales tax has been balanced by growth in new retail and a temporary spike in drug
store sales

Real ProRertv Transfer Tax The adopted FY 2008 budget included 8 million in annual revenge
On February 19 Council revised this revenue budget downward by 18 million to end at abudget
estimate of62million The City has received seven payments through the February reporting
period for a total of34million which is 81 ofcurrent year newly revised budget to date and
77ofthe same period last year In order to achieve the 62 million budget target the City would
need to receive an average of500000 per month for the remaining five months which is not

likely
2

GeneralFund Financial ReportFehruary 2008
March26 2008



Franchise Tax Themajority of franchise taxes are due to the City quarterly Franchise tax appear
to be on target when comparing revenue to prior year receipts ofthe same period Franchise tax is
at 125 of the same period last year due to an agreement to increase the solid waste fees The fee
increase went into effect June 1 2007 with the City receiving increased franchise fees beginning in

October 2007

Business Tax The FY 20Q8 budget projected225 million in business license annual revenue

The majority ofthis revenue is collected January through March This year the renewal notices
were mailed a few weeks later than lastyear therefore there is aslight delay in the timing ofthe

receipts as compared to last year February revenue is at64of budget to date and 71 ofthe

same period last year Staffexpects this revenue to meet the budget target

Transient Occupancy Tax The FY 2008 budget projected 14 million in annual TOT revenue

February revenue is at 82of budget to date and 84of the same period last year A consultant

has been hired to complete an audit ofboth our business license tax and transient occupancy tax

The audit is scheduled to be complete by June 30

ConstructionRelatedRevenue The adopted FY 2008 budget projected 5 million in annual

revenue forconstruction related charges On February 19 Council revised this revenue budget
downward by12 million for arevised a budget estimate of38million After this adjustment
the February revenue is at98 ofthe budget to date and 71 ofprior year receipts a decline from

the prior month

Vehicle License Fee TheFY 2008 budget projected 932000 in annual revenue The February
revenue is at74 ofthe budget todate and 72ofprior year receipts which is far below target In

general new vehicle sales have been slipping for the past year due to increased gas prices and

overall constrained consumer spending With less new car sales the fees paid to the State do not

show significant growth

State Mandated Reimbursements Last year within the first twomonths ofthe fiscal year the City
received over146 million in State reimbursements for animal control services and other required
services that wereperformed in prior years Reimbursement of State mandated costs are controlled

by the State and the Governor The City has no control over the timing ofthe receipts Fiscal year
todatewe have received 175369 and do not expect much more through the end of the year due to

the State budget crisis

InterestEarned The FY 2008 budget projected 700000 in annual revenue February revenue is at

13of budget to date and 51ofthe same period last year The decline is due in part to 1 current

expenditures exceeding current revenues resulting in a low or negative cash balance for several

months during xhe fiscal year and 2 deteriorating economic conditions contributing to the decline

in interest rates available for City investments As an example the monthly average of the three

month Treasury bill has ranged from494in July 2007 to283in January 2008 a211or

43decline The Federal Open Market Committee met March 18th and lowered the federal funds

rate by 75 basis points to225 percent This decline in interest earnings and rates has and will

dramatically affect the amount of interest that will be earnedthis fiscal year

GeneralFund FlnanciolReportFebruary 2008

March26 2008



Operating Transfers In Operating transfers are usually recorded quarterly For February
operating transfers are generally inlinewith the same period last year

February 2008 Expenditures Attachment B

On February 19 2008 the expenditure budget was revised upward by185 million Total

expenditures as of February 2008 are at 99ofthe revised budget to date and 110 or6828344
more than prior year expenditures

Ingeneral expenditure levels by department are in line with the budget amount In reviewing
expenditures all departments are within the previously identified parameter ofa 10variance as

compared to the revised budget

Employee salaries and benefits represent 86of the General Fund expense and are generally spent
in equal increments with the exception of overtime expense Other categories of expense

maintenance utilities supplies services and capital expense are expended at various times

throughout the year on an as needed basis therefore will usually be spent at unequal increments

throughout the year

Two bargaining units are currently completing contract negotiations Hayward Association of

Management Employees and Loca121 The Fire Police Fire Management Police Management
Local 1021 and Unrepresented union contracts have recently been approved with most of the

retroactive increases included in this report However certain retroactive salary adjustments will be

made by Apri12008 that will increase expenditures

OperatinTgransfers Out Operating transfers aze usually recorded quarterly For February
operating transfers are generally inline with the sameperiod last year

FISCAL IMPACT

The FY 2008 adopted budget authorized a38million useof reserves At the beginning ofthis

year the prior year obligations purchase orders and encumbrances were added to the original
budget in the amount of877000 along with additional budget revisions approved by Council

On February 19 2008 Council approved revisions to the adopted revenue and expenditure budgets
as presented by staff After this revision the estimated budget deficit is 106million This will

require 106million from reserves along with the described expenditure reductions to close the gap
between revenue and expenditures and balance the budget

Prepared by

Denise Blohm Budget Administrator
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Reviewed by

Debra C Auker Director ofFinance and Internal Services

A FY 2008 General Fund Summary Revenue Expenditures thru February 29 2008

General FundFinanciaReporFebruary 2008

March 26 2008

Approved by
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