CITY OF OAKLAND el
OFFICE OF THE CH Y CLERS

COUNCIL AGENDA REPORT 0AKL AND
To: Office of the City Administrator ng HAY 20 PH % 33
Attn: Dan Lindheim
From: Budget Office
Date: May 28, 2009
Subject: Continuation of Discussion on FY 2009-11 Proposed Budget for the City of

Oakland (including the 2009-11 Capital Improvement Program) and FY 2009-11
Proposed Budget for the Oakland Redevelopment Agency

SUMMARY
The purpose of this report is to provide additional information requested by the City Council on
the FY 2009-11 Proposed Budget, as follows:

1. Status of FY 2009-10 State Budget Balancing and Impact on City of Oakland Budget.

2. Latest update on City’s Revenue Projections for FY 2009-11.

3. Revenue Generating and Cost Reduction Efforts, including both proposed in the FT
2009-11 budget and currently under consideration.

4. Technical Adjustments to FY 2009-11 Proposed Policy Budget document.

5. Revised PowerPoint slides presented at the May 13" special meeting, with dollar values
of balancing measures noted.

Breakdown of FY 2009-11 Proposed Positions by Fund.
Additional Budget Information Requested by Councilmember Brooks.

Additional Information on City Attorney’s Budget Reductions.

oo Hoos

Available Responses to Council Member Questions.

BACKGROUND

On May 5, 2009, Mayor Dellums introduced the FY 2009-11 Proposed Budgets for the City of
Qakland and the Qakland Redevelopment Agency (ORA). Both the City’s and ORA’s FY 2009-
11 Proposed Budgets are available on the City’s website at www.oaklandnet.com.

The City’s proposed budget reflects balancing measures for the $83 million shortfall in the
General Purpose Fund (GPF) and $4.1 million in other funds, mainly park maintenance and
transportation. The City Council began the first of five scheduled discussions on the budget on
May 13, 2009, receiving presentations from Library Services, Parks and Recreation, Human
Services, Information Technology and Parking Operations. Departmental budget presentations
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and City Council deliberations will continue at special budget meetings on May 28" June 1% and
June 16", The City Council must adopt the budget by June 30, 2009.

DISCUSSION

1. Status of FY 2009-10 State Budget Balancing and Impact on City of Oakland Budget

California faces a $21.3 billion general fund deficit in FY 2009-10 -- §15.4 billion due to
dramatically declining revenues and $5.8 billion as a result of the voters’ resounding defeat of
six ballot measures on May 19“‘, 2009, intended to partially balance the State budget. As a
result, Governor Schwarzenegger has proposed borrowing up to 8 percent of local government’s
property tax revenues to fill the State’s anticipated budget gap under Proposition 1A. The State
would have three years to repay principal and interest to local governments. If approved by the
State legislature, this measure will provide $2 billion to the State budget in FY 2009-10, but
would mean that the City of Qakland would lose up to $11.8 million next fiscal year. To mitigate
such an impact, Oakland itself would need to borrow against the State’s commitment to pay back
the taken amount. There are discussions at the State level of establishing a statewide pool for the
affected cities to meet their borrowing needs. The City vigorously opposes the State’s proposal
to balance its budget at the expense of local governments.

On a positive side, a recent Sacramento Superior Court ruling has deemed unconstitutional the
State’s transfer of funds from redevelopment agencies. This decision returns $8.5 million to the
Oakland Redevelopment Agency. This good news may be short term because the State may
appeal the court decision, and/or can try to obtain ORA funds by some other means, including
tapping into the City’s General Purpose Fund.

2. Latest update on City’s Revenue Projections for FY 2009-11

City staff continues to monitor all income sources on a weekly basis, meeting monthly with key
stakeholders to re-forecast both the current and next two years’ revenues. The latest such review
happened on May 18, 2009, based on the actual revenue receipts through April. The review
revealed that the current year projected deficit (balanced on May 19, 2009) stayed unchanged,
while the FY 2009-11 revenue collection may worsen by up to $6 million annually. Two
revenue sources contribute to this potential downward adjustment:

Property Tax Revenue: The Alameda County Assessor’s Office anticipates that
Qakland’s assessed valuation could drop by 4.5 percent next year, compared to just 1.5
percent forecast by the County just a few weeks ago. This could result in a $4 million
annual dechine in the City’s Property Tax revenue. The further downward trend is the
result of additional property reassessments conducted by the County, which go back
several years.

Sales Tax Revenue: Sales Tax could further decline by $2.0 million annually in FY 2009-
11. The worsening revenue picture reflects an updated forecast from the City’s sales tax
consultant, Hinderliter de Llams (HDL), who currently projects a 9 percent drop in sales
next year, compared to the budget estimate of 4 percent. The escalating decline is mostly
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attributed to falling consumer-related sales -- particularly auto sales — and continuing
slowdown in construction materials.

Staff will continue monitoring actual revenue collection and discussing outlook for the next two
years with key sources. The next in-depth review is planned for June 15" based on available
May receipts and updates from the County and consultants. Staff will verbally brief the City
Council of such revenue updates at the June 16, 2009 meeting.

3. Revenue Generating / Cost Reduction Efforts: Seeking Entrepreneurship and
Efficiency

Several revenue-generating and cost reduction measures have been included in the FY 2009-11
budget proposal, major ones are discussed in section “A” below. In addition, staff continues
exploring new and enhanced revenue generating efforts, as well as seeking additional cost
reductions for the General Purpose Fund that could be implemented during FY 2009-11; these
are presented in section “B” below.,

A. Major Entrepreneurial and Efficiency Measures Included in the FY 2009-11 Proposed
Budget

e Library. Options to reduce costs include reducing operating days and hours of branch
libraries. Library Services has also proposed adding new fees, including: library card
replacement; overdue fines; scanning photographs and documents to CD; photo
reprinting; overdue fine on laptop computer checkout; fee for replacement of laptop
computer; service fee for replacement of a lost or damaged LINK+; and, overdue fine for
LINK+ material.

o Parks and Recreation. Options to increase revenue include increase parking fees at the
Lakeside Park; increasing fees for Aquatics swim instruction for Youth, and an increase
for Parent & Child swim instruction. (Users with financial hardship can receive a
scholarship.) The department also has proposed increasing fees at Recreation Centers for
multipurpose rooms and court yards; requiring a mandatory set-up fee at all recreation
centers for larger groups; increasing adult tennis reservation fees for Davies Tennis
Stadium; and developing a program track for the Pre School population. In addition,
proposed in the budget are a rate increase for commercial space rentals at the Malonga
Center, and efforts to increase occupancy rates and the number of participants for arts
programs in the Center. Lastly, the Council has already approved swimming fee increases
in March 2009.

o Finance and Management Agency. Staff estimates that the Revenue Audit Section
within the Finance & Management Agency (FMA) could generate $0.5 million in net
GPF revenue with the addition of a Tax Auditor I11. This additional auditor will enable
the Revenue Audit Section to conduct complex, in-depth research primarily of real
property transfer and sales tax revenues.

The proposed budget also reflects FMA’s plan to augment revenues, increase recoveries,
and restructure GPF debt. Additionally, the Agency is planning to increase recoveries for
the City’s investment services that will provide $0.7 million for FY 2009-10, and $1.3
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million for FY 2010-11. Finally, debt restructuring is planned and is anticipated to
generate savings of $6.0 million.

o Parking Operations: Parking citation increases are proposed to generate $1 million in
additional revenue. Staff is also proposing to extend the hours of roving parking violation
patrols to cite illegally parked vehicles (e.g. in red zones, on sidewalks, and in front of
driveways and curb cuts). Currently, there is no coverage between 6:00 pm and 6:00 am.
Staff very conservatively estimates that the addition of 12 part-time parking control
technicians (6.0 FTEs) would yield net annual GPF revenues of $1 million.

B. New Potential Entrepreneurial and Efficiency Measures Currently Analvzed

Leasing parking meter and garage assets. Staff 1s exploring a program in which a
provider would lease the City’s garages and parking meters. The vendor would pay a
large, up-front contract fee and assume operation and maintenance of the City’s
garages and meters for a long contract period (usually 50 years). The vendor would
collect revenues from these sources. The City would retain its parking citation
functions and revenues. The benefits to the City include an influx of revenue that
could be used to offset negative fund balances, provide funding for anticipated
balloon payments such as the payment for the Police and Fire Retirement System
(PFRS) due in 2012, and shore up the City’s General Purpose Fund reserves. Further
analysis needs to be done to assess whether a program of this kind would be
beneficial to the City.

Introducing impact fees for development projects: The City of QOakland is studying
impact fees as an additional source of capital funds for necessary infrastructure. The
Community and Economic Development Agency is finalizing a Request For
Proposals (RFP) for a Traffic Impact Fee nexus study. Other impact fees that are
being explored include fees for Parks and Open Space, Libraries, Fire/Police
infrastructure, Storm Water, Technology and Public Art. An RFP selecting a
consultant to study these additional fees is being prepared.

Parking Operations. There will be a full report presented to the Finance Committee
on June 9, 2009 regarding recommendations for improved Parking Operations. The
report will include recommendations for increased revenue generation, improved
compliance enforcement, and improved customer service. The following specific
topics will be addressed:

— Parking Enforcement: Improved collection of parking fine liens through both the
DMV and FTB; improvements to the parking citation process through a new
contract (currently provided by Inglewood); enhancing parking citation revenue
through increased enforcement hours and enhanced enforcement of specific
neighborhoods; analysis of parking enforcement related to abandoned autos in
particular; research and recommendations on new technology such as “scofflaw
enforcement cameras”; and recommendations on possible new categories of fines.

—  Parking Meters: Assessment of opportunities to increase meter placement
(particularly in commercial corridors) and meter enforcement; analysis of
expanded hours of operations; analysis of increase in hourly fees in specific areas
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for specific time periods; research and recommendations on new products such as
“portable meters”, pre-paid meter cards and pay-by-phone options.

— Parking Garages: Improved automation, analysis of increase in hours of
operations, possible constraints on reduction of free and validated parking,
overview of all City parking operations including locations and numbers of stalls.

— Parking Permit Program: Changes to the program to improve service and raise
revenues.

Fire Department. Fire proposes adding a $1.0 million GPF revenue enhancement
based on cost recovery fees (paid by third party insurers) associated with the response
to and transport of victims pertaining to structure fires, vehicle fires and accidents.
Budget Office and Fire Department staff propose developing this proposal —
including a feasibility analysis -- during FY 2009-10 and presenting it for Council
consideration at the FY 2010-11 Midcycle Budget Review.

Library. Library is also proposing a new service fee for the Tool Lending Library .
This fee would apply to all users, who would have the option of paying an annual fee
or a one-time usage fee. The proposal will be further researched and presented to the
City Council at a later date.

Police and Fire. Staff will research combining Police and Fire Emergency Dispatch
Services and present for Council review during the FY 2010-11 Midcycle Budget
Review.

4. Technical Adjustments to the FY 2009-11 Proposed Policy Budget

Staff proposes technical adjustments to the budget consisting of $1.96 million in revenue and
expenditures for each year of FY 2009-11. Technical adjustments for non-General Purpose
Funds will be presented in the June 1, 2009 agenda report. Revisions to page T-5 in the printed
proposed budget are also included (to correct a printing error in Parks and Recreation).
Adjustments are delineated in Attachment A.

S. Revised May 13th PowerPoint with Dollar Value of Balancing Measures

Attachment B includes the PowerPoint presentation reviewed at the May 13™ Special Council
Budget Workshop, reflecting the dollar value of the proposed balancing measures.

Item No.
City Council Special Session
May 28, 2009



FY 2009-11 Proposed Budget Introduction — May 28, 2009 Page 6

6. Breakdown of FY 2009-11 Proposed Positions by Fund

Attachment C includes a listing of FY 2009-11 proposed positions by department and fund.
Position listings and tallies are reflected throughout the proposed budget book in the Financial
Summaries (pages D-36 through D-53) and Organizational Summaries sections (E2-E3).

** Please note that a correction has been made to the Finance and Management Agency tally.
An Exempt Limited Duration Employee was inadvertently included in the baseline and proposed
budgets, which should have been removed. As a result, the total number of FTEs for FY 2009-
10 represented on pages D-44 and E-3 of the proposed budget should have been 3,973.21 and
3,976.25 for FY 2010-11 represented on pages D-53 and E-3. This correction 1s reflected in the
attached position listing (Attachment C).

7. Additional Budget Information Requested by Councilmember Brooks

At the May 13™ Special Council Budget Workshop, Councilmember Brooks requested a
delineation of the proposed GPF budget, identifying program enhancements (such as staff for the
new library at 81%" Avenue) and revenue sources that support these expenses. The chart shown in
Attachment D outlines how the proposed GPF revenues are anticipated to sufficiently cover
the proposed GPF expenditure appropriations, including any program enhancements. Staff
will be available to further discuss the chart and the budget at the May 28" meeting.

8. Additional Information on City Attorney’s Budget Reductions

The City Attorney’s Office proposed the elimination of up to eight positions for FY 2009-11.

However, due to the City’s continuing need for legal advice and representation, staff reductions

in this office would likely result in a commensurate increase in outside counsel expenditures. A

detailed analysis of the impact of staffing reduction on outside legal services costs is included in

responses to Council questions (Attachment F); additional information on City Attorney staffing”
is included in Attachment E.

9. Available Responses to Council Member Questions

Attachment F includes responses to most questions posed by City Council members, either
during the May 13" Special Council Budget Workshop or via e-mail. This attachment also
includes a number of exhibits that provide in-depth information requested of staff, where
available. Questions for which responses were not readily available will be addressed in the June
1* agenda packet.
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RECOMMENDATION

Staff recommends that the City Council accept this information report and consider the proposed
budget changes and technical adjustments discussed above.

Respectfuily submitted,

FHTE Tt

CHERYL TAYLOR
Budget Director

APPROVED FOR FORWARDING
TO THE CITY COUNCIL:

Y7

“Office of the Cify Adnfinistrator

Attachments
Attachment A: Technical Adjustments to FY 2009-11 Proposed Policy Budget
Attachment B: Revised May 13th PowerPoint presentation, with dollar value of balancing measures

Attachment C: FY 2009-11 Proposed Positions by Department and Fund

Attachment [ Additional Budget Information Requested by Council member Brooks
Attachment E: Additional Information on the City Attorney’s Budget Reductions
Attachment F: Responses to Council Member Questions
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ATTACHMENT A

SUMMARY OF CHANGES TO THE FY 2009-11 PROPOSED BUDGET

GENERAL PURPOSE FUND

For Council Review and Incorporation into the FY 2009-11 Adopted Budget

FY 2009-10 CHANGES FY 2010-11 CHANGES

FTE

DOLLARS

FTE

DOLLARS

1) REVENUE CHANGES

a. Revenue Increases due to addition of Revenue Audit Staff (See "Tax Auditor I below)

Sales Tax [ [ $150,000 $150,000
Business License Tax | | $225,000 $225,000
Real Estate Transfer Tax | | $250,000 $250,000

b. Revenue Increase due to addition of Parking Citation Staff (See "Parking Control Technicians" below)

Fines and Penalties $1,337,700 $1,337,700
“ TOTAL REVENUE CHANGES - " .7y 0.00 $1,962,700 . 0.00 _$1,962,700
] 1 ]

2) APPROPRIATION CHANGES ~ o . - i
Restoration of Parking Control Technician posmon in 0.97 $47,710 0.97 $47.710
Parking Division to correct a budgeting error
Addition of twelve 0.50 FTE Parking Control 6.00 $285,080 6.00 $295,080
Technicians in Parking Division to increase revenue
coilection
Addition of Accountant lil in Parking Division to assist 0.60 $60,600 0.60 $61.840
with garages management
Addition of Tax Auditor lil in FMA to enhance revenue 1.00 $100,980 1.00 $103,050
collection

(1.00) ($126,670) {1.00) ($126,670)
Elimination of Exemnpt Limited Duration Employee in
Human Resources to correct a budgeting error
Re-instate 1.0 FTE Account Clerk Il and delete 1.0 0.00 $27,770 0.00 $28,320
FTE Benefits Representative in Human Resources to
correct a budgeting error
Add 0.50 Program Analyst in Parks and Recreation to 0.50 $55,270 0.50 $56,400
correct a budgeting error
Transfer from GPF to Comprehensive Clean-up to 0.00 $126,890 0.00 $126,310
correct a budgeting error
Transfer 0.60 FTE Student Trainee, PT from GPF to (0.60) ($26,860) (0.60) ($26,860)
Measure Q to fully appropriate available funding
Adjust overhead offset from City Attorney to reflect ($245,250) $85,380
position changes
Decrease in GPF borrowing from ISF Funds (made $1,647,180 $1,311.540
possible by additional revenues)

" TOTAL APPROPRIATION CHANGES - 7.47 $1,962,700 7.47 " $1,962,700




PARKS & RECREATION

SIGNIFICANT CHANGES IN BUDGET AND PERFORMANCE

FY 2009-10 FY 2010-11

General Purpose Fund (GPF) Changes (in  Changes (in
millions) millions)

Change Part Time (PT) positions to Permanent Part Time (8.04) (%$0.35) ($0.35)
(PPT) at recreation centers

Eliminate Public Services Representative PPT (0.75) ($0.06) ($0.06)

Reduce hours from 40 to 37.5 per week for selected - ($0.14) ($0.14)
classifications

Revenue enhancements - $0.27 $0.27

SUMMARY OF HISTORICAL EXPENDITURES AND PROPOSED BUDGET
BY FUND

FY 2008-09 FY 2009-10 FY 2010-11
October Proposed Proposed

Expenditures by Fund

General Purpose Fund $12,476,284  $11,004,550  $11,111,570
1100  Self Insurance Liability 283,245 335,740 324,610
1820  OPR Sustaining Revolving Fund 2,477,657 2,648,670 2,666,940
2112  Department of Justice 235,000 235,000 235,000
2310  Landsc & Light Asses Dist 3,316,696 4,172,550 4,211,870
2992  Parks & Recreation Grants 44,444 44,510 44,510
3200 Emergency Preparedness 873,844 68,680 69,630
79899 Miscellaneous Trusts 69266 69.200 _ __ 69.200_

$19,776,436  $18,578,990 $18,733,420
Authorized FTE 237.93 221.99 221.99

General Purpose Fund (GPF) 63% 59% 59%
Expenditures as Percentage of
Department's Total, all Funds Expenditures

General Purpose Fund (GPF) | 3% 3% 3%
Expenditures as Percentage of
Citywide GPF Expenditures



Attachment B:

Revised May 13th PowerPoint presentation, with dollar value of balancing measures
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General Purpose Fund (GPF) Revenues

FY 08-09 Oct 08 Budget v. FY 00-
10 Baseline
) Inc/(Dec)
REVENUE TYPE FY 07-08 FY 07-08 FY 08-09 FY 08-09 Oct FY 08-09 YE FY 09-10] One-Time Permanent TOTAL
Adopted  Actuals Midcycle 08 Budget Projection Baselingl Revenues Revenues
Budget Budget {July )
08)

Property Tax $ 12172 $131.74 % 136.31 % 138.33 % 13450 % 13256 | % - $ (5.77)1 3 (577)
Sales Tax 48.96 53.09 51.80 48.10 46.59 43.54 - (4.56) {4.56)
Vehicle License Fee 3.04 1.81 1.95 1.81 1.09 1.00 - - {0.81) (0.81)
Business License Tax 47.92 52.54 53.76 52.00 53.00 51.00 - (1.00) (1.00)
Utility Consumption Tax 52.18 52.52 54.00 54.00 54.00 54.45 - 0.45 0.45
Real Estate Transfer Tax 67.22 36.21 44 .86 34.08 32.59 25.23 - (8.85) (8.85)
Transient Occupancy Tax 12.36 12.20 13.03 12.69 10.10 10.40 - {2.29) (2.29)
Parking Tax 9.45 8.52 9.75 8.52 712 7.14 - (1.38) (1.38)
Licenses.& Permits 1.23 1.61 1.47 1.61 1.31 1.35 - (0.25) (0.25)
Fines & Penalties 27.75 22.01 27.33 29.31 25.03 27.16 - {(2.15) (2.15)
Interest Income - 4.47 2.00 . 2.34 2.00 2.00 - (0.34) (0.34)
Service Charges 51.25 44 .10 47.46 47.38 45.83 44.43 - (2.95) (2.95)
Grants & Subsidies - 4.65 - - 2.64 - - - -
Miscellanecus 2.21 4.086 1.81 11.41 11.82 0.94 (9.5) (0.97) (10.47)

Bedroom Tax 0.39 0.20 0.39 0.20 0.13 0.23

Raiders Surcharge 0.16 0.17 .16 0.16 0.16 0.16

Land Sales 0.70 4.04 0.30 0.30 0.91 0.13

‘Loan Repayment 0.70 0.70 Q.70 0.70 0.70 0.40

Bond Refunding™ - - 0.27 g9.50 9.50 -

Other Misc. Revenue Q.27 {1.068) - 0.54 0.42 0.02
Interfund Transfers 31.37 2570 30.93 23.43 23.43 12.97 {(11.0) 0.54 {10.46)

Pension Annuity Fund 13.20 12.50 12.84 12.30 12.30 12.00

Mandatory Garbage Fund 1.00 1.00 1.00 - -

Sewer Fund 0.60 0.60 0.60 0.60 0.60 0.60

DevSvcFund 3.00 3.00 2.28 263 2.63 -

Deferred Pension Credits 1.50 3.50 1.50 1.50 1.50 -

Addl. Transfer from

Deferred Pension Cr - - - - -

Workmen's Comp 5.10 510 5.30 5.30 5.30 -

Unclaimed Cash - - 1.00 1.00 1.00 -

Capital Fund - - - - - 0.37

Golf Fund - - - 0.10 0.10 -

Fund Balance 6.97 - 6.40 - - -
TOTAL $ 476.66 $455.22 $ 476.46 $ 465.01 $ 451.05 $ 41417 | $ (20.50) $ {30.34)}] $ (50.84)




General Purpose Fund (GPF) Expenditures

Agency / Department FY 07-08 FY 07-08 FY 08-09 FY 08-09 FY 08-09 FY 09-10 Variance
Adopted Actuals Midcycle Oct 08" YE Baseline FY 09-10
Budget : Budget Budget Projection Baseline
(July 08) Budget
from FY 08-
09 Oct
Budget
Inc/(Dec)

Mayor $ 312 % 322 8 299 % 268 3% 268 % 265 % (0.03)

City Council 3.64 363 3.76 3.61 3.63 3.96 0.35

City Administrator 9.05 9.27 8.83 6.72 6.77 7.26 0.54

City Clerk 2.70 2.77 2.29 2.14 2.64 2.34 0.20

City Attorney 9.13 9.37 9.15 8.14 8.14 8.94 0.80

City Auditor 1.34 1.17 1.37 1.57 1.88 1.66 0.09

Finance & Mgt Agency 24 .48 23.31 23.81 21.70 23.57 23.10 1.40

Human Resources 6.15 6.31 6.23 - 517 4.89 5.45 0.29

Information Technology © 11.03 11.43 10.69 8.98 9.98 9.61 0.63

Contracting & Purchasing 2.34 1.89 2.44 1.91 1.91 2.20 0.29

Fire Services 108.43 107.18 108.07 103.66 106.11 105.60 1.95

Police Services 188.90 201.71 192.35 198.11 203.01 217.61 19.50

Public Works 2.35 2.41 2.67 2.20 2.30 4.26 2.07

Parks and Recreation 14 .42 15.00 14.71 12.48 12.86 14.23 1.75

Library 12.69 11.95 12.34 10.86 10.52 12.88 2.02

Museum 6.61 6.99 6.40 6.05 6.18 6.80 0.75

Human Services 6.58 6.55 6.75 6.03 7.07 7.03 0.99

Comm.& Econ. Dev. 2.42 2.43 2.51 2.32 275 3.62 1.30

Agency ,

Non Departmental 59.71 71.74 58.16 60.43 62.82 57.19 (3.24)
Debt Service 37.20 44.30 40.50 40.50 40.50 41.20 0.70
Kids First! Transfer 12.00 12.00 11.04 10.60 10.60 11.50 0.90
Other 10.51 15.44 6.62 9.33 11.72 4.49 (4.84)

Subtotal Departmeénts: ~.5. 1 87 5:27475:0770:57498:31:58 47553 . $.-.464:75 7% -7, 479712, .51 7496:40~, $ -7 . ~31:65

CIP 1.60 6.16 0.95 0.05 1.35 0.65 0.60

CIP Subtotal. " .| o TEn 8 e A6 00 00 61618 ¢, 00957 § v .0.05" . $ %1 350080065148 0.60"

Grand Total $ 476.67 $ 50448 $ 476.48 $ 464.80 $ 48105 $ 49705 $ 32.25







