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City of Hayward
Elected Officials

The Mayor and six Council members represent Hayward residents, adopt public policy, and

approve resource allocations consistent with community priorities.

The City Council

generally meets the first, third, and fourth Tuesday of each month at 7:00 p.m. in Council

Chambers, 2nd Floor of 777 B Street, Hayward, CA 94541.

encouraged to attend Council meetings.

Michael Sweeney
Mayor
Term Expires 2014

Barbara Halliday
Council Member
Term Expires 2016

Olden Henson
Council Member
Term Expires 2012

Marvin Peixoto
Council Member
Term Expires 2014

The public is invited and

Bill Quirk
Council Member
Term Expires 2012

Mark Salinas
Council Member
Term Expires 2014

Francisco Zermeiio
Council Member
Term Expires 2016
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City of Hayward
Administrative Staff

Appointed by City Council

City Manager Fran David
City Attorney Michael Lawson
City Clerk Miriam Lens

Department Directors

Assistant City Manager
Development Services
Finance

Fire

Human Resources
Information Technology
Library & Community Services
Maintenance Services

Police

Public Works
Engineering & Transportation

Public Works
Utilities & Environmental Services

Kelly McAdoo

David Rizk

Tracy Vesely

Chief Garrett Contreras
Fran Robustelli

Clancy Priest

Sean Reinhart

Matt McGrath

Chief Diane Urban

Morad Fakhrai

Alex Ameri



Budget Award
Government Finance Officers Association

The Government Finance Officers Association of the United States and Canada (GFOA)
presented the City of Hayward with a Distinguished Budget Presentation Award for its bi-
annual budget for the fiscal year beginning July 1, 2010. This is the highest budget award
presented by GFOA. In order to receive this award, a governmental unit must publish a
budget document that meets program criteria as a policy document, as an operations guide,
as a financial plan, and as a communications device.

This award is valid for a two-year period.
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Neighborhood Services, Fiscal Stability and Organizational Change Initiatives

Neighborhood Services Initiative
Element 1: Reorganization of Departments to

Create Focus on Neighborhoods
* Integration of Neighborhood Services Programs (structure to be determined)
* Integration of Maintenance Services operations (structure to be determined)
* Evaluate Animal Control Services organizational placement

Element 2: Creation and Strengthening of Adopted
Public Nuisance Ordinance
* Review for inclusion of all nuisance issues that are spread among other
ordinances, such as graffiti, weed abatement, inoperative vehicles, etc.
* Adopt Demolition element within public nuisance ordinance

Element 3: Legal Support of Abatement Proceedings

* Request City Attorney evaluate need and provide continued necessary
support for aggressive and immediate action to move to abatement after
administrative citation process is exhausted.

Element 4: Additional Staffing for Community Preservation Efforts

* Evaluate alternative funding sources with the goal to provide additional
code enforcement personnel to establish a Neighborhood Partnership
Program. Funding proposed to come from citation process and RDA
transfer with no General Fund impact as part of FY09 budget.

Element 5: Creation of Corridor Improvement Program

* Assign dedicated code enforcement personnel to major commercial
corridors, working with Planning Staff to ensure compliance with
original conditions of approval and enforce existing conditions.

Element 6: Creation of Neighborhood Partnership Program

* Development of a programmatic approach to establishing
neighborhood/City relationship.

* Build system of integration of neighborhood needs with capital
improvement requests and 10-year CIP and establish neighborhood
project fund using surplus land sale as seed funding source as well as

increased RDA funding where possible.

Future Element: Police Staffing

* Consistent with the future Police Department Strategic Plan, create
neighborhood/district policing offices with CSO stathng and
community meeting space in North, South and Central districts (to be
determined) when resources become available.

Future Element: Neighborhood Leadership Academy

* Develop internal Neighborhood Leadership Academy for aspiring
neighborhood leaders that want to learn about how the City operates,
resource availability/constraints, etc.

Fiscal Stability Initiative
Element 1: Balanced General Fund Budget Policy

* Take actions necessary to eliminate use of reserves by July 1,2009
* Focus on efhiciency improvements and employee innovations

* Saving jobs top priority, but reduction of staff may be necessary

* Attrition first goal in reducing staffing numbers

* May recommend retirement enhancement to induce departures

Element 2: Long Range Financial Plans

* Council adoption of long range financial planning fiscal policy
* Development of General Fund 10-year Financial Plan

* Development of 10-year Financial Plans, Other major funds

Element 3: Internal Service Fund Establishment
* Fleet Replacement
* Facilities Replacement (components and capacity)
° TCChHOlOgy Replacement (components and capacity)
» Liability/Workers Compensation
* Retiree Medical Liability Fund
* Determine estimated annual funding requirements for each fund
* Use available one time monies as seed funding for establishing funds
and build reserves over the 10-year plan

Element 4: Capital Improvement Program (CIp)

* Development of 10-year CIP

* Include operating cost obligations associated with projects

* Identify alternative funding sources for needed improvements
* Maximize Redevelopment investments

Element 5: Performance Based Budgeting (PBB)

* Establishment of outcome driven budgeting

* Inclusion of performance indicators (qualitative measurements)
* Inclusion of task measurements (quantitative measurements)

* Likely use of task force to develop

Element 6: Revenue Enhancement Efforts

* Establish full cost recovery as goal in appropriate areas

* Ensure fully-loaded charges to all funds back to General Fund

* Look at all possible/legal alternative funding sources

* Propose revenue measure to public to support service level maintenance
* Review fees annually for all services and apply CPI

* Evaluate inter-jurisdictional partnerships/fees for service
(fleet maintenance partnership, technology services partnerships, etc.)

Organizational Change Initiative

Element 1: Mission, Ambitions, and Values Task Force
* Creation of the MAV Employee Task Force to establish the

organization’s Mission, Ambitions and Values

Element 2: Innovations Task Force
* Creation of an employee task force to look at best practices and evaluate
for implementation (underway)

Element 3: Management Achieving Performance System (MAPS)
Implementation
* Implementation of performance planning and evaluation system for all
management and executive team staff (underway)

Element 4: Departmental Realignment for Service Delivery
Improvement and increased accountability
* Develop budget recommendation to integrate all Maintenance Services
Operations (structure to be determined)
* Evaluate Development Services for possible integration of process
elements
* Integrate Neighborhood Services programs (structure to be determined)

Element 5: Customer Service Task Force
* Creation of an employee task force to develop departmental customer
service action plan framework

Element 6: Accountability

* Active enforcement of personnel policies regarding work environment,
harassment, behavior, work habits, etc. Department Heads, managers,
and supervisors to be held accountable for ensuring personnel policies
are adhered to.

* 'The Human Resources Department will train at least two members of
their staff to assist departments in conducting administrative investiga-
tions.

* Employee evaluations will be conducted regularly and in a quality
manner and will be reviewed by appropriate departmental staff

Element 7: Outcome Orientation Development

* A process to develop benchmarks for all program areas will be estab-
lished and included within future budget documents. Department
Heads and their managers will be held accountable for establishing,
measuring and working toward benchmark goals.

* Problem solving will become an organizational focus. “We can if” will
replace “We can't because” within our organizational culture.

City Council Priorities
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City of Hayward

City Council Priorities
L T ——— e T

Supported Priority and/or Initiative

Department

FY 2013 & FY 2014
Service Delivery Outcomes

Safe

Clean

Green

Land Use

Fiscal
Stability

Organizational

Health

1. Accelerate actions associated with
targeted neighborhood nuisances and v \
abatement program.

2. Support departments in economic
development projects as necessary or \ \
appropriate.

3. Support the City’s Synchronized Multi-
agency Safe Housing (SMASH) program to v \
deal with problem houses in the City.

4. Provide legal review and support for
implementation of new ordinances and v v \ \
amending of the municipal code.

City Attorney

City Council Priorities Page 3



City of Hayward
City Council Priorities

EY 2013 & FY 2014 Supported Priority and/or Initiative

D - P
epartment Service Delivery Outcomes Safe Clean Green | Land Use F|s<3a.l Organizational
Stability Health

1. Continue to coordinate with City
departments to promote a paperless
work environment by identifying work \ \ \
processes that eliminate/reduce the
production of paper copies.

2. Continue to expand the use of Agenda
Manager to include an intra- v v v
departmental workflow.

3. Continue to maintain the use of Agenda
Manager to include Boards, Commissions, \/ \/ \/
and Committee agendas.

4. Continue to generate revenue by
providing passport services according to N
guidelines established by the U.S.
Department of State.

5. Continue to improve the City’s Records
Management Program by ensuring that
public records are maintained in \/ v
accordance with legal requirements and
reflect organizational changes

6. Continue to maintain the Hayward
Municipal Code by updating it within the \
required adoption procedures

7. Continue to expand records accessibility
on the City’s website by linking J
agreements, recorded documents, and
other official documents to LaserFiche.

City Clerk

City Council Priorities Page 4



City of Hayward
City Council Priorities

EY 2013 & FY 2014 Supported Priority and/or Initiative

D - P
epartment Service Delivery Outcomes Safe Clean Green | Land Use FIS?I Organizational
Stability Health

8. Continue to support the administrative
needs of the Council’s appointed bodies.

City Clerk
2
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City of Hayward

City Council Priorities
L T ——— e T

Supported Priority and/or Initiative
Fiscal | Organizational
Stability Health

FY 2013 & FY 2014

Department . .
P Service Delivery Outcomes Safe Clean Green | Land Use

- Improve Public Safety in targeted areas,
particularly Downtown, schools and BART
stations

- Develop and implement an improved
gang enforcement strategy, including a
gang injunction program N

- Enhance Curfew & Truancy Ordinances

- Support gang prevention and
intervention programs

- Improve Disaster Preparedness and
Response in the organization and within
the neighborhoods

- Strengthen code enforcement citywide
(SMASH)

- Strengthen and expand KHCG Task Force
into neighborhood organizations

- Improve graffiti prevention through N
increased use of public art in retail and
commercial areas

- Control car sales in the public right of way

- Reduce and clean up homeless
encampments and address related issues

City Council/Mayor
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City of Hayward

City Council Priorities
L T ——— e T

Supported Priority and/or Initiative
Fiscal | Organizational
Stability Health

FY 2013 & FY 2014

Department . .
P Service Delivery Outcomes Safe Clean Green | Land Use

- Continue implementation of the Climate
Action Plan

- Fund and implement residential and
commercial energy efficiency,
photovoltaic, and hot water solar
programs

- Continue development of residential and
commercial energy conservation N
programs

- Position Hayward and gain recognition as
a “Healthy City” under the national and
state program

- Increase use of clean and green energy
such as solar photovoltaic and bio-gas to
energy production at utility facilities

- Increase use of recycled water

City Council/Mayor
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City of Hayward

City Council Priorities
L T ——— e T

Supported Priority and/or Initiative
Fiscal | Organizational
Stability Health

FY 2013 & FY 2014

Department . .
P Service Delivery Outcomes Safe Clean Green | Land Use

- Complete implementation of the
Computer Aided Dispatch & Records
Management System

- Select Financial Enterprise/Enterprise
Resource Planning (ERP) system and
begin implementation

- Redesign the City’s web page

- Continued staff development and
succession planning N

- Develop an employee attraction and
retention program

- Continue the development, adoption and
maintenance of strategic plans for key
functions:

e Finance
e Economic Development
e Police

City Council/Mayor

City Council Priorities Page 8



City of Hayward

City Council Priorities
L T ——— e T

FY 2013 & FY 2014 Supported Priority and/or Initiative

D - P
epartment Service Delivery Outcomes Safe Clean Green | Land Use F|s<3a.l Organizational
Stability Health

- Continue implementation of the 238
Settlement Agreement

- Adopt and implement Mission Boulevard
Corridor Specific Plan/Form-Based Code

- Continue implementation of South
Hayward BART TOD project

- Revise the City’s Sign Ordinance

- Update Downtown Plan J

- Plan for update of the General Plan

- Continue implementation of Airport
development projects

- Continue to implement Historic
Preservation Program Elements

- Develop a housing strategy and
implementation plan

- Pursue and support City Center project

- Implement programs to resolve long-term
structural deficit

- Protect local revenues

- Increase community property values
e Increase academic performance in

Hayward schools N
e Brand, market and promote the
community of Hayward

- Strengthen and protect Hayward’s
business community

- Seek and secure outside funding

- Explore Public Facilities Bond Measure

City Council/Mayor
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City of Hayward

City Council Priorities
L T ——— e T

Supported Priority and/or Initiative

Department

FY 2013 & FY 2014
Service Delivery Outcomes

Safe

Clean

Green

Land Use

Fiscal
Stability

Organizational

Health

City Manager

Continue promotion of Hayward to
desired retailers.

\/

\/

Assist developers, brokers, and
commercial property owners in filling
commercial sites.

Continue improving and updating the
Economic Development website
“Hayward Open for Business.”

Continue to support Hayward business
community by assisting their project
needs through facilitating meetings with
appropriate Development Services staff.

Expand the “Buy Hayward/Shop Hayward
First Program.”

Strengthen and improve the “College
Discount Day” Program.

Reevaluate Economic Development
Strategic Plan following dissolution of
Redevelopment Agency.

Continue implementation of the
Neighborhood Partnership Program
Strategic Plan.

Continue to augment and improve
services and outreach to non-English
speaking constituents.

10.

Continue development of Online
Neighborhood Partnership Networks.

City Council Priorities
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City of Hayward

City Council Priorities
L T ——— e T

Supported Priority and/or Initiative

Department

FY 2013 & FY 2014
Service Delivery Outcomes

Safe

Clean

Green

Land Use

Fiscal
Stability

Organizational

Health

City Manager

11.

Continue to seek funding and implement
the City’s Public Art program.

\/

\/

12.

Continue the operation of the Blight
Buster Volunteer Program.

\/

\/

13.

Continue support to the Keep Hayward
Clean and Green Task Force (including
Adopt-A-Block).

14.

Continue implementation and operation
of the Corridor Improvement Projects.

15.

Continue support of SMASH operations.

16.

Continue development and
implementation of ten-year financial
planning process.

17.

Increase accountability through
personnel evaluations and clear
communication of ethical and work
values

18.

Continue City Center redevelopments, as
warranted.

19.

Continue implementation of South
Hayward BART TOD.

20.

Finalize implementation of Rt. 238
Settlement Agreement.

City Council Priorities
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City of Hayward

City Council Priorities
L T ——— e T

Supported Priority and/or Initiative

FY 2013 & FY 2014

Department Service Delivery Outcomes Safe Clean Green | Land Use FIS?I Organizational
Stability Health

1. Working with Public Works Department,
help implement near-term strategies and N
actions of the Hayward Climate Action
Plan.

2. Fund and implement residential and
commercial energy efficiency and \

renewable energy programs.

3. Position Hayward and gain recognition as
a Healthy City under national and state v
programs.

4. Resolve all zoning and related issues in
the 238 Corridor and develop a Corridor v
land disposition strategy with CalTrans.

5. Fully expend Federal Energy Efficiency
and Conservation Block Grant funds, N
including funds associated with three
energy efficiency rebate programs.

6. Develop and implement the Mission
Boulevard Corridor Specific Plan, to \ \
include a Form-Based Code.

7. Implement the South Hayward

Development Services

BART/Mission Boulevard Form-Based v \
Code.
8. Complete and adopt a Multi-Jurisdictional N J

Local Hazard Mitigation Plan.

City Council Priorities Page 12



City of Hayward

City Council Priorities
L T ——— e T

Supported Priority and/or Initiative

Department

FY 2013 & FY 2014
Service Delivery Outcome

Safe

Clean

Green

Land Use

Fiscal
Stability

Organizational

Health

Development Services

Implement programs of the adopted
Housing Element, including: a) amending
the Zoning Ordinance regarding homeless
shelters and supportive, transitional and
single-room-occupancy housing; b)
adopting a Universal Design Ordinance;
and c) incorporating Crime Prevention
through Environmental Design
components and Crime-Free Prevention
Program participation in multi-
development standards of the Zoning
Ordinance.

10.

Begin process to develop a new Housing
Element by reviewing regional housing
needs allocation numbers released by
ABAG.

11.

Establish a process, schedule, cost
estimate, and identification of funding
sources for update of the General Plan.

12.

Participate in regional planning efforts to
develop a Sustainable Communities
Strategy.

13.

Improve the appearance of gateways and
corridors into the City in coordination
with Alameda County.

City Council Priorities
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City of Hayward

City Council Priorities
L T ——— e T

Supported Priority and/or Initiative

Department

FY 2013 & FY 2014
Service Delivery Outcomes

Safe

Clean

Green

Land Use

Fiscal
Stability

Organizational

Health

Development Services

14.

Continue implementation of the South
Hayward BART TOD Project by securing a
lifestyle grocery store for South Hayward
and by identifying financing/funding
strategies and sources.

15.

Update the Downtown Plan, as resources
allow.

16.

Implementation of Historic Preservation
Program including: a) development of
the Prospect Hill Historic District; b)
develop local planning and zoning
incentives for historical properties; c)
adding properties to the City Register;
and d) developing list of potentially
significant multi-family residential
properties.

17.

Process revisions to the City’s Sign
Ordinance, as resources allow.

18.

Update the City’s Subdivision Ordinance

19.

Pursue and support the City Center
project.

20.

Continue to implement improvements to
the Permit Center and development
review processes and procedures.

City Council Priorities
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City of Hayward

City Council Priorities
L T ——— e T

FY 2013 & FY 2014 Supported Priority and/or Initiative

D - P
epartment Service Delivery Outcomes Safe Clean Green | Land Use FIS?I Organizational
Stability Health

1. Lead the implementation of a new
citywide comprehensive financial
management system inclusive of payroll,
budgeting, utility billing, permitting, etc.,
that

a. enhances budgeting and financial N \
reporting;

b. interfaces purchasing system with budget \ \
and accounts payable to minimize
transactions and risk of error/duplication
of staff time; and

c. streamlines payroll system to an

electronic entry instead of manual paper v
timesheets.

2. Implement updated financial policies that
improve internal controls (cash handling, \ \
purchasing, credit card use, etc.).

3. Update and improve long-range financial
planning models for improved fiscal \ \
decision-making.

Finance
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City of Hayward

City Council Priorities
L T ——— e T

FY 2013 & FY 2014 Supported Priority and/or Initiative

D - P
epartment Service Delivery Outcomes Safe Clean Green | Land Use FIS?I Organizational
Stability Health

1. Increase survival chances of heart attack
victims by equipping crews with Lucas
Device and providing support and v
awareness of benefits of bystander CPR;
offer classes through HFD to assist.

2. Plan and work toward funding for
replacement of fire apparatus on a \ \
regular schedule.

3. Increase the community element in N N
disaster planning.

4. Identify funding to replace about 114
aging portable radios that will no longer N N N
be supported by the manufacturer after
2009.

5. Refine/improve the new ARFF program
by providing continuing education and
training in cooperation with Hayward v N v
Executive Airport; financed by enterprise
funds/fees.

6. Increase organizational capabilities N N
related to Disaster Preparedness.

7. Aggressively pursue outside revenue N
source(s) to assist in operations.

8. Continue participation in Para-medicine
trial studies while building a relationship N N
with Alameda County EMS Agency, thus
improving citizen survivability.

Fire
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City of Hayward
City Council Priorities

Supported Priority and/or Initiative

Department

FY 2013 & FY 2014
Service Delivery Outcomes

Safe

Clean

Green

Land Use

Fiscal
Stability

Organizational

Health

Fire

Support SMASH operations through
diligent, aggressive code enforcement.

\/

10.

Provide accurate, up to date and relevant
information through the City’s user
friendly disaster preparedness web site.

11.

Identify funding to replace all of the
Department’s Self Contained Breathing
Apparatus (SCBA), which are nearing the
end of their service life.

12.

Continue efforts to solidify a MOU for fire
protection and EMS services with CSUEB.

City Council Priorities
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City of Hayward

City Council Priorities
L T ——— e T

FY 2013 & FY 2014 Supported Priority and/or Initiative

Department . . i izati
P Service Delivery Outcome Safe Clean Green | Land Use F|s<3a.l Organizational
Stability Health

1. Assist organization to address significant
fiscal issues by working collaboratively
with the Finance team and the employee \ \
groups to achieve financial goals while
minimizing service reductions.

2. Working with the Personnel

Commission, review and revise City \
Personnel Rules.
3. Participate in the implementation of an J J

Enterprise Resource Program

4. Provide support to departments related
to accountability and enforcement of
personnel policies. Train departments +
to perform administrative investigations
related to policy violations.

5. Provide leadership and support to the
organization for a comprehensive
succession planning effort to prepare for v
upcoming retirements of key positions
within the organization.

6. Continue implementation of efficiencies
for the Worker’s Compensation program
to increase workplace safety and injury N J
prevention programs, improve service
delivery to injured workers and decrease
overall costs of the program.

Human Resources
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City of Hayward

City Council Priorities
L T ——— e T

EY 2013 & FY 2014 Supported Priority and/or Initiative

D - P
epartment Service Delivery Outcomes Safe Clean Green | Land Use FIS?I Organizational
Stability Health

1. Continue implementation of citywide ERP
system, including network server \ v \ \ \ \
hardware installation.

2. Configure over 40 new mobile systems

and 90 mobile routers in Public Safety v \ \ \
vehicles.
> 3. Configure and distribute 140 netbook N N N N
-y computers to Police Department staff.
_g 4. Continue the virtualization of both the
S network and desktop systems for A v \/ N v
- enhanced sustainability.
_E 5. Complete citywide upgrade to Windows N N N N J J
‘g 7 and Office 2010.
= 6. Update city website, integrating social
~§ media applications. v v v v v v
- 7. Upgrade citywide internal email system
software and VOIP telephone server \/ ~ ~
system.
8. Integrate new traffic management N J J
system into citywide network.
9. Continue to support the organization N

with the highest service level possible.
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City Council Priorities
e T e e

Supported Priority and/or Initiative

FY 2013 & FY 2014 ; —
Department Service Delivery Outcomes Safe Clean Green | Land Use F|s<3a.l Organizational
Stability Health
1. Secure new grants and volunteer/intern
resources in an amount equal to at least N
15% of total department general fund
budget.

2. Operate After-School Homework Centers
and other educational services for youth
to increase academic performance in v v v
Hayward schools in partnership with
HUSD and the community.

3. Administer the City’s Housing
Rehabilitation Programs for low-income N N N N
homeowners aged 65 or older, or persons
with disabilities.

4. Administer Community Development
Block Grant funding (CDBG) to nonprofit
or governmental organizations for N N N
projects that serve low income Hayward
residents in identified CDBG priority
areas.

5. Administer the City’s Social Services
Program grant funding to support private
nonprofit and public social services \ \ \
agencies that serve disadvantaged low-
income Hayward residents.

Library & Community Services
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City of Hayward
City Council Priorities

Supported Priority and/or Initiative
Fiscal | Organizational
Stability Health

FY 2013 & FY 2014

Department . .
P Service Delivery Outcomes Safe Clean Green | Land Use

6. Administer the City’s Para-transit service
for people who are unable to use other N N N
forms of public transportation because of
a medical condition or disability.

7. Pursue and implement a model “urban
agriculture” program throughout the ~
community.

8. Lead effort to plan and fund a new
Library and Community Learning Center \
facility.

Library & Community
Services
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City Council Priorities
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Supported Priority and/or Initiative

FY 2013 & FY 2014

Department Service Delivery Outcomes Safe Clean Green | Land Use F|s<3a.l Organizational
Stability Health
1. Street Maintenance - Abate illegal
dumping in public right-of-ways within 72 \ \ \
hours.
2. Street Maintenance - Abate graffiti on N N N

public right-of-ways within 48 hours.

3. Street Maintenance — Supply and install
anti-graffiti coating/sealant on completed \ \ \
and on-going Mural Art Program projects.

4. Street Maintenance - Assist KHCG, Adopt-
A-Block, and other City volunteer groups N N N
by attending meetings and removing
collected debris at clean-up events.

5. Street Maintenance — Hold Annual “City
of Hayward Clean-Up Day Event” at N N
Weekes Park, in conjunction with the
Public Works Department.

6. Street Maintenance - Post additional
streets for street sweeping, in an effort to N N N
better clean problem areas in which
vehicles frequently do not move.

7. Street Maintenance — Provide service and
support to City Public Works Department \ \/ \
for major capital projects.

8. Landscape Maintenance - Hold the 28th
Arbor Day (May 2013) and qualify for the N N
27th recognition as a Tree City USA
(submit application December 2012).

Maintenance Services
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City Council Priorities
L T ——— e T

Supported Priority and/or Initiative

FY 2013 & FY 2014 - —
Department . . Fiscal | Organizational
Service Delivery Outcomes Safe Clean Green | Land use o
Stability Health
9. Landscape Maintenance — Manage and
maintain the City’s Public Tree Inventory v \ \
of 30,000 trees.
10. Landscape Maintenance - Plant 300 street N N

trees citywide.

11. Landscape Maintenance — Provide
management, maintenance, and
oversight of thirteen Lighting and N N N N
Landscape Districts and two Maintenance
Districts, with Development Services
Department.

12. Facilities Management — Complete capital
improvement projects funded in Facilities
Capital Improvement Project Fund.

a. Replace roof at Fire Station #3 and coat
exterior decks at Fire Station #1. N N N N

b. Replace Chiller Air-Conditioning System at
Police department, and split system at
Animal Control.

c. Replace flooring at the Police
department’s women’s locker room.

13. Facilities Management - Maintain and
update facilities replacement plan.

a. Remodel Main Library Office and build a
sorter room. \ \ \ V

b. Insulate City Hall 4th floor ceiling for
heating retention.

c. Replace Gun Range target assemblies.

Maintenance Services

City Council Priorities Page 23



City of Hayward

City Council Priorities
L T ——— e T

FY 2013 & FY 2014 Supported Priority and/or Initiative

D - P
epartment Service Delivery Outcomes Safe Clean Green | Land Use F|s<3a.l Organizational
Stability Health

14. Facilities Management — Coordinate
facility use with various groups for events
held at City Hall and the City Hall Plaza N N N
(Blues Festival, Cinco de Mayo Festival,
Light-Up the Season, Downtown Street
Parties, and other events.)

15. Fleet Management — Ensure police and
fire vehicles are given priority service to v \
minimize impact on public safety.

16. Fleet Management - Complete 100% of
mandatory State inspections, including N N N
smog, aerial certifications, and BIT
inspections.

17. Fleet Management — Complete
acquisition of new/replacement vehicles N N N N
and equipment funded in the Fleet
Capital Improvement Project budget.

18. Fleet Management — Evaluate alternative-
fuel vehicle options, including
Compressed Natural Gas (CNG), hybrids, v \ \
and electric vehicles when purchasing
new vehicles.

19. Fleet Management - Maintain and update
f \ V \ V

eet replacement plan.

20. Fleet Management — Analyze City fleet to
ensure excess vehicles are identified and \ \ \ V
either sold or reassigned.

Maintenance Services
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City of Hayward

City Council Priorities
L T ——— e T

EY 2013 & FY 2014 Supported Priority and/or Initiative

D - P
epartment Service Delivery Outcomes Safe Clean Green | Land Use FIS?I Organizational
Stability Health

1. Respond to crime trends by identifying,
investigating, and solving violent and
property crimes in real time, and N N
providing support to the crime
prevention efforts of District and Patrol
operations.

2. The responding officer will arrive on the
scene of a Priority 1 call for service within N
5 minutes of the time of dispatch 90% of
the time.

3. Provide traffic enforcement services with

the goal of achieving a 10% reduction in v

injury accidents City-wide.

Expand community policing involvement

with the goal of increasing the number of v v

community partnerships by 10%

5. Increase the Police Department’s
effectiveness in dealing with gangs and
drugs by incorporating a stronger N N
intelligence-led component to
enforcement, investigation, and
abatement.

. Strengthen collaboration between the
Police Department and the Hayward
Unified School District in the \
development of enhanced safety
strategies for HUSD campuses.

Police
o

)]
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City Council Priorities
L T ——— e T

EY 2013 & FY 2014 Supported Priority and/or Initiative

D - P
epartment Service Delivery Outcomes Safe Clean Green | Land Use Fls?l Organizational
Stability Health

7. Increase compliance enforcement and
abatement of crimes against public order,
such as human trafficking, prostitution N N
and other vice crimes, and regulatory
crimes pertaining to entertainment and
regulated retail establishments.

8. Meet the FCC’s narrow banding
requirement by January 2013 for all radio
frequencies within the City. The Police
Department will also take the lead for the N J J
East Bay Regional Interoperability
Communications System (EBRICS), with
the first implementation being the Fire
Department, also in January of 2013.

Police
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City Council Priorities
L T ——— e T

Supported Priority and/or Initiative

FY 2013 & FY 2014

Department Service Delivery Outcomes Safe Clean Green | Land Use FIS?I Organizational
Stability Health
1. Complete construction of the Route 238
Corridor Improvement Project. (FY 2013 v \ \ \
priority)
2. Complete final design and right-of-way
acquisition phases for the 880/92 \ v \ \

Reliever Route project. (FY 2013 priority)
3. Commence construction on the Dixon

g Street Improvements project. (FY 2013 \ \ \ \
'E priority)
5 4. |Initiate final design work related to the N N N
_"E’ § new main library. (FY 2013 priority)
§ ® 5. Complete design phase for a new Fire
o ; Station #7, and, pending availability of J J J
S w funds, begin construction. (FY 2013
& £ priority)
$ 6. Commence construction on the 880/92
ED Rglieyer Route (phase I) project. (FY 2014 v v v N\
w priority)
7. Commence design work on phases Il and
Il of the Route 238 Corridor \ v v \
Improvement project. (FY 2014 priority)
8. Complete construction on a new Fire N N N
Station #7. (FY 2014 priority)
9. Conduct a Citywide intersection N N

improvement study. (FY 2014 priority)
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City Council Priorities
L T ——— e T

Supported Priority and/or Initiative

Department FY 2013 & FY 2014 Fiscal | Organizational
Service Delivery Outcomes Safe Clean Green | Land Use o
Stability Health
10. Commence construction on the Sulphur

Creek mitigation project. (FY 2013 \ \ \
w & S priority)
< s 11. Design and construct new administrative
0O E® . . o
2 ‘5 g offices and terminal building for the N N N
L2 9 a Hayward Executive Airport. (FY 2013
2 Eo £ priority)
& w = 12. Commence with the design phase for the

realignment of Taxiway Zulu. (FY 2014 \ \

priority)

Page 28
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City Council Priorities
L T ——— e T

Supported Priority and/or Initiative

FY 2013 & FY 2014

Department Service Delivery Outcomes Safe Clean Green | Land Use F|s<3a.l Organizational
Stability Health
1. Initiate design of Water Pollution Control N J
Facility Improvements Phase Il Project.
2. Implement single use bag reduction. \
3. Implement mandatory recycling
ordinance for all large commercial waste \ \

generators and all multi-family.

4. Assess feasibility of expanding recently
constructed one megawatt solar energy \ \
facility at the WPCF.

5. Design the recycled water distribution
pipeline to serve the area within a mile of
the wastewater treatment plan to v \
distribute 500,000 gallons of recycled
water.

6. Design and construct the Utility Center N
renovation and Training Center addition.

7. Rehabilitate the 16” water transmission
main between the Highland 250 and 500 v v \
reservoirs.

8. If proven feasible, begin year 1 of three
year program to convert to Advanced N N
Metering Infrastructure (AMI) Water
Meters citywide.

9. Implement the fuel cell cogeneration
technology to replace the WPCF aging co- N N
generation system to a modern, efficient,
and clean & green system.

Public Works
Utilities &d Environmental Services
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City Council Priorities
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Supported Priority and/or Initiative

FY 2013 & FY 2014

Department Service Delivery Outcomes Safe Clean Green | Land Use F|s<3a.l Organizational
Stability Health
10. Prepare Water System Master Plan N N
Update.
11. Prepare sewer collection system Master N N
Plan Update.
12. Prepare WPCF Master Plan update. \ \

13. Make incremental changes as needed at
the Water Pollution Control Facility to
accommodate Russell City Energy Center, \/ \
including work to provide water service
and wastewater treatment for RCEC.

14. Construct grease receiving station at
WPCF to enhance production of N N N
renewable and clean energy.

15. Design and construct Mission Aqueduct
seismic improvements on Mission Blvd. in \ v
Fremont.

Public Works
Utilities & Environmental Services
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Budget Guide

The purpose of the City of Hayward’s budget is to provide a financial plan that integrates
Council goal-setting into the budget process and supports the City Council Priorities and
Initiatives. It also represents the official organizational plan by which City policies, priorities
and programs are implemented. The budget serves as a communication tool with residents,
businesses and employees about how the City’s financial resources are allocated to provide
services to the community.

The following is a brief outline of the contents of the budget book:

City Council Priorities: Each year, Council establishes and affirms their priorities for staff to
help guide the development of the upcoming annual budget, and to provide a platform for
assessing work productivity and performance at the end of each year

Budget Guide: The Budget Guide presents a brief description of the budget process and the
key elements of the budget.

Budget Message/Balancing Plan: City Manager’s transmittal letter to the City Council details
the budget, including budget issues and policies that lead to the development of the budget
and the plan to balance the budget.

Financial Summaries: Summary of financial analyses for all city funds.

General Fund: City’s discretionary General Fund summaries of expenditures and revenues,
detailed summaries of key General Fund revenues, ten-year forecast and reserves.

Enterprise/Internal Service Funds, and Other Revenue Funds: Multi-year forecasts and
summaries for the city’s key non-general fund operating funds.

Staffing Summary: Detailed information, both at the summary level and by department.

Departments: Provides department overviews, division/program summaries, performance
measures and accomplishments, core service objectives/goals as well as significant changes
that are planned for the upcoming fiscal year. For each City department an organizational chart
and detailed staffing and financial summaries are included.

Capital Improvement Program: Overview of major capital projects and the revenues,
expenditures.

Supplemental: This section contains budget policies and practices, a financial reports section
explaining various types of revenue and expenditure categories, financial policies and practices,
a glossary with acronyms, and a community profile which gives an overview and information
about the City of Hayward.
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HAYWARD

HEART ©OF T HE BiAY

Honorable Mayor and Members of the City Council:

After months of review and public process, | am pleased to submit to you the City of Hayward
FY 2013 & FY 2014 Operating Budget as adopted by City Council on June 26, 2012. City
Council has made difficult decisions over the past several years to manage and balance the
City’s budget during a time of fiscal crisis. In fact, the actions taken by Council and by the
City’s dedicated employees have redefined the City’s budget and have made ground-breaking
strides in sharing the cost of employee benefits.

Because our community, like most other California communities, continues to struggle toward
economic recovery, balancing this two-year budget required difficult choices. Depressed
property values, unemployment, and low consumer confidence continue to drive the sluggish
economy, resulting in continued slight revenue losses or, at best, very little uptick in revenues for
the City. While all City operating funds face similar economic pressures, none have been as
impacted as the City’s General Fund.

As we commenced our budget process, we faced a General Fund gap of $15 million in FY 2013
that would grow to $19.4 million in FY 2014 if we did nothing to solve the problem. The City
has carried a structural General Fund gap for the last decade, frequently balancing the budget
with one-time remedies. When Council adopted the FY 2012 budget, it closed a $20.6 million
General Fund gap with about $12 million in non-recurring measures.

Although using one-time revenues or expenditure reductions to balance the budget results in
real savings —the savings do not continue into succeeding years. The economic collapse and its
devastating effects on Hayward’s revenues, negative actions by the State, and escalating
employee costs, all punctuate the need to implement recurring, structural budget balancing
measures.

This biennial budget represents a plan to address the long-term structural gap through recurring
budget balancing measures —and with prudent and limited use of one-time remedies. The
budget is balanced through structural savings from compensation and benefit concessions driven
by the incredible contributions and sacrifices of our City employees, operating expenditure cuts,
some new revenue, and a limited use of the General Fund Reserve. The use of the Reserve (a
one-time balancing measure) is intended to mitigate the need for further program and service
reductions during this two-year budget, while phasing in concession agreements with the
bargaining groups and identifying additional long-term balancing measures. The intent is to
erase the remaining gap by FY 2015 to achieve a budget that is entirely structurally balanced.

Office of the City Manager

777 B Street - Hayward « CA . 94541-5007
Tel: 510-583-4300 « Fax: 510-583-3601 . Website: www.hayward-ca.gov
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Page 2
FY 2013 & FY 2014 CITY BUDGET OVERVIEW

Citywide Financials

The City operating budget is comprised of a number of different funding sources.! The General
Fund is the largest single fund and represents the City Council’s most discretionary revenue.
The total City expenditure budget for FY 2013 is $239.9 million, with a General Fund budget of
$123.5 million; and for FY 2014, the total City expenditure budget is $249.4 million, with a
General Fund budget of $127.1 million.

Table 1: City Expenditure Budget Summary — All Funds

SFY13  %FY13 SFY14 %FY14
FY 2012 FY 2013 Change fr Change fr FY 2014 Change fr Change fr
in 1,000's Adopted Adopted FY12 FY12 Adopted FY13 FY13
General Fund 121,952 123,524 1,572 1.3% 127,094 3,570 2.9%
All Other Funds 121,907 116,399 (5,508) -4.5% 122,328 5,929 5.1%
Total City Budget 243,859 239,923 (3,936) -1.6% 249,422 9,499 4.0%

The growth from year-to-year is minimal despite rising costs driven by significant increases in
CalPERS retirement rates effective FY 2014 (discussed later in this report), rising medical costs,
and critical capital needs.

Q General Fund —the small 1.3% growth from FY 2012 to FY 2013 reflects the considerable cost
reductions implemented to balance the budget, largely from labor concessions, and largely
represents one-time funding of $1.1 million for the General Plan Update. The $3.6 million in
growth from FY 2013 to FY 2014 is caused by increases in retirement rates ($1.5 million),
increasing medical costs (5.9 million), an increase in the transfer to capital funds ($1 million) and

minor increases in operating costs (5.2 million).

As mentioned, included in both the FY 2013 and the FY 2014 budget is a one-time allocation
totaling $2.2 million for the General Plan Update ($1.1 million each year). This allocation will be
repaid over time through a new General Plan Fee on building permits.

Q Other Funds — The decrease in other funds from FY 2012 to FY 2013 reflects net salary and
benefit savings, reductions in services and supplies, as well as reductions in transfers to other
funds for capital improvement projects (CIP), which fluctuates each year. The $6 million growth
to FY 2014 is mainly caused by increases in retirement and medical rates ($.7 million combined)
and increases in non-personnel costs ($5.2 million — primarily focused in the Enterprise Funds
for capital projects and operating costs such as water purchases for the Water Fund).

! Other funds is comprised of all non-General Fund revenue sources with key funds including the City’s enterprise
funds (Water, Sewer, Airport, etc.), Internal Service Funds (Facilities, Equipment, Technology).
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Citywide Staffing

Staffing resources over the last ten years have shrunk by 20% in the General Fund from a high

in FY 2004 of 772.8 General Fund positions to 621.55 positions as adopted for FY 2013 and FY

2014 (a loss of 151.25 FTE). Total citywide staffing (inclusive of all operating funds) has shrunk
by 17% since FY 2004.

This reduction in labor resources has been in response to budget shortfalls and has caused
several departments to be at or below their critical minimum staffing levels, particularly in the
administrative support areas. Other service delivery departments have been cut to the bone as
well: further reductions will likely lead to the complete elimination of whole programs. In spite
of years of these significant resource reductions, departments continue to provide high-quality
services to Hayward residents through innovation, creativity, and extreme employee
productivity.

Table 2: Staffing Summary
FY 2013 & #Change % Change

FY 2014 from from
FTE Summary FY 2011 FY 2012 Adopted FY 2012 FY 2012
General Fund 652.7 616.6 621.6 -4.9 0.8%
All Other Funds 183.5 169.8 168.9 0.9 -0.5%
Total City Postions 836.2 786.4 790.45 -4.0 0.3%

The two-year budget reflects a number of staffing changes due to department reorganizations
and program changes, resulting in a net increase of 4.9 Full Time Equivalents (FTE) to the
General Fund. The additional staffing strengthens identified weaknesses in administrative
functions like Finance and Human Resources, and adds one new critical position in the City
Manager’s office, all of which are offset in cost by a further flattening of the organization and
increasing the span of control where possible and appropriate throughout the organization. In
addition, two positions are added to the Public Works Engineering & Transportation
Department to address critical transportation/traffic needs, which are funded through program
charges to non-General Funds revenue sources.

GENERAL FUND DISCUSSION

The General Fund represents about 51% of the City’s total operating budget, providing many
important services such as public safety, street maintenance, code enforcement, library and
learning services, and other community programs for the residents of Hayward. The economic
crisis has hit the General Fund the hardest of all of the City’s revenue funds. The impacts of this
crisis, coupled with long-term chronic shortfall between revenues and expenditures, required
the implementation of significant balancing measures. If the City did nothing, the identified
shortfalls in FY 2013 and FY 2014 would continue to grow to $37 million by FY 2022 as
demonstrated by the red bars in Table 3.
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The blue bars in Table 3 reflect the gap after implementing balancing measures, including the
use of the Reserve, for FY 2013 & FY 2014. As can be seen —the remaining structural gap
reappears in FY 2015 (S4.6 million) and continues to grow. Growth of the gap includes the
funding of $590,000 in projected debt service for rebuilding Fire Station #7 and increasing
annual allocations that reach $4 million/year to the City’s Retiree Medical Trust fund toward
our unfunded OPEB (other Post Retirement Benefits) liability.

Table 3: General Fund 10-Year Gap Forecast

so | Baanceo | . I
(10.0) w/use of General (4.6) (5.2) (7.5)
Fund Reserve (9.9)

(15.0) - (11.5) (12.1) (12.7) (13.5)
20) (14.8)

: 19.4
(25.0) - (19:4) (19.6) (21.8)
500 1 (24.6)

X (27.9) (30.3)
(35.0) (324) 343
(40.0) (37.1)

FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019  FY 2020 FY 2021 FY 2022
Adopted Adopted Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast

Without Balancing Measures B With Balancing Measures

Basic General Fund Ten-Year Plan Assumptions

The City’s Ten-Year Plan is dynamic and is updated several times a year to serve as a long-term
financial planning tool. The Plan contains a number of driving assumptions. While Table 3
identifies two different scenarios, focus will be on the blue bars, as these represent the FY 2013
& FY 2014 General Fund budget as Adopted by Council. Below is a brief summary of some of
the key assumptions.

Revenue Assumptions
Q Property Tax

= 0% Growth FY 2013 & FY 2014 (FY 2014 includes 5800,000 in new revenue from CalPine)
= 1%FY2015; 2% FY 2016 — FY 2018; 3% FY 2019 — FY2022

Sales Tax: 3% FY 2013 — FY 2018; 4% FY 2019 — FY 2022

Utility Users Tax is re-authorized by the voters in 2018 — steady 2% growth

Most other revenues reflect conservative 2-3% growth

O 000

Loss of $800,000/year loan repayment from former RDA and loss of $450,000/year in cost
allocation recovery revenue

Expenditure Assumptions
O No salary increases for FY 2013 — FY 2015

O All labor concessions carry forward as ongoing, structural change
O Effective FY 2013, $590,000 in project design and then annual debt service for Fire Station #7
O Effective FY 2015, increased annual allocation to fund OPEB to $4 million/year by FY 2019
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Why do we still have a General Fund problem?

As Council and the staff have communicated and worked with employee and citizen groups,
one question has been consistent: “why do we still have a budget problem?" This is asked in
the context of several years of painful reductions and employee “give-backs.” It is a valid
question, and there are several components to the response: continued revenue decline/slow
recovery, increasing expenses, and the use of one-time remedies to balance the budget.

Loss of Revenues

The City’s largest, and historically dependable, revenue sources have decreased significantly.
The table below illustrates the dramatic decline in key city revenues. Property Taxes and Sales
Taxes will not "rebound" in the manner local California governments have come to expect in
prior economic downturns. Given that Property Tax and Sales Tax total 55% of the City’s
General Fund revenue, this decline has undermined the City’s ability to fund critical services.
Other taxes and fees have suffered similar losses.

Table 4: General Fund Revenue Losses

Revenue (in millions) High Year FY2011 Change$ Change %
Property Tax FY2009 $40.7|S 357 S (5.00 -12.3%
Sales Tax FY2008 $29.2|S 255 S (3.7) -12.7%
Property Transfer Tax FY2006 S$100(S 38 S (6.2) -62.0%
Revenue Loss $799|$ 650 S (149 -18.7%

Property Tax — Property Tax is tied directly to assessed valuation, and has never fallen to this
extent in recent memory. This deep decline, coupled with California's tax controls, make rapid
recovery unlikely. The housing and commercial property markets continue to struggle —and
many commercial properties have been reassessed to a significantly lower value. In addition,
Proposition 13 prevents Property Taxes (exclusive of revaluation upon sale) from increasing
more than 2% annually. Therefore, with a lower base on which to calculate the 2%, it will take
much longer to recover than it took to fall; and this is compounded by the fact that the
increases may not reach 2% each year.

This same picture obviously also impacts the recovery of Real Property Transfer Taxes, which
are directly tied to the sale price of property and the frequency with which it changes
ownership.

Sales Tax — Sales Tax has traditionally shown dependable resiliency in normal conditions.
However, we are not in normal conditions. Within Hayward, we have seen a steep decline in
new car dealerships. Once our largest source of sales tax revenue, few dealerships remain and
others are unlikely to return to Hayward due to the major changes occurring within the
automobile industry itself.

The bleak picture of this revenue source is somewhat offset by the productivity of our retail
sales, particularly Target and Costco. Both added a second store in our community in the last
few years, and all are economically vibrant and alive. This has helped stabilize what could have
been a disastrous slide in sales tax revenue. Sales tax has also been heavily impacted by the
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downturn in business-to-business transactions. Business-to-business sales tax is one of the
largest contributors to Hayward sales tax revenue, particularly those businesses associated with
the construction industry.

Utility Users Tax — The upside of the revenue picture has been that of Measure A/Utility Users
Tax. Without the infusion of $14.7 million in new General Fund revenues from this voter-
approved initiative (2008), the City would be in an extreme financial state — with an additional
$14.7 million added onto the current budget gap. Having this revenue has allowed us to
maintain essential City services.

State of California Hurts Cities

In addition to the loss of revenues driven by the economy, the City has suffered a number of

blows from the State, losing millions of dollars of local funds to the State over the years —and
each year it seems that the State finds new ways to raid local coffers. Recent actions include:

O The December 29, 2011 decision by the California Supreme Court that resulted in the dissolution
of all Redevelopment Agencies throughout the State, and the loss of Hayward’s Redevelopment
Agency (RDA) tax increment funds totaling over $10 million annually that could be directly
reinvested back into the community.

A direct impact to the City’s General Fund is the loss of revenue attributed to the
Redevelopment Agency paying the General Fund for City support services — a loss of about
$450,000/year. In addition, the former RDA owes the City General Fund approximately $7.8
million. The annual repayment of $800,000 per year has been halted until the State confirms
the allowance of this former RDA debt to the City’s General Fund.

O Effective in FY 2012, the State eliminated the vehicle license fee (VLF), resulting in annual loss of
revenue of about $700,000 in local revenues to the City’s General Fund.

Increasing Costs

Over the last couple of years, the organization has been downsizing, reorganizing, and
flattening while streamlining and reducing costs. Employees have been "giving back" in a
number of ways, including foregoing raises and taking unpaid furloughs — hopeful that we can
"get through" the worst and see our revenue/expense balance return to prior levels.
Unfortunately that balance has not returned — nor will it without further and permanent
expense reductions. In addition to the loss of revenue explained above, the escalation in our
employee-related costs has been significant and is directly associated with the cost of
retirement system contributions (CalPERS rates) and health care costs for current and retired
employees.

Retirement Costs — The City of Hayward contracts with CalPERS for its pension benefits.
CalPERS is an agency in the California executive branch that manages pension and health
benefits for more than 1.6 million public employees, retirees, and their families. The agency is
overseen by a thirteen-member Board of Administration (Board) whose members are elected,
appointed, or ex officio. CalPERS pension contribution rates have increased for several reasons,
including the extraordinary investment losses CalPERS suffered as a result of the 2008 market
meltdown (nearly 40% of its market value — the worst loss in the system's 77-year history),
actuarial demographic assumption changes, and the continued slow economic recovery.
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Economists and actuaries have stated that the 7.75% assumed rate of return on the investment
portfolio was too optimistic and should be adjusted down to reflect more realistic market
trends. Atthe March 14, 2012 meeting, the CalPERS Board approved a recommendation to
lower the CalPERS discount rate assumption, or the rate of investment return the pension fund
assumes, from 7.75 to 7.50 percent. This directly results in an increase to public agency
employer rates for FY 2014. Staff is projecting rate increases due to this change of about 1.5%
for non-sworn and 2.5% for the two public safety plans effective FY 2014 — resulting in
increased costs of about $1.3 million in the General Fund alone.

Table 5 illustrates the dramatic rate of growth over the last fourteen years of the Employer
portion of the CalPERS rates. It should be noted that each 1% increase in CalPERS rates cost the
City an estimated $390,000 for Public Safety and $247,000 for Miscellaneous Employees per
year at today's salary rates. Some industry experts are projecting that at the current rate of
increases, in the near future, some CalPERS member agencies will be paying 50% of employee
salaries to CalPERS for pension obligations.

Table 5 - City of Hayward CalPERS Employer Rates?
% Increase % Increase
Employer Rates FY2000 FY 2005 FY2010 FY2013 FY2014 fromFY 13 fromFY 00

(% of payroll) Actual Actual Actual Actual Projected toFY 14 toFY 14
Public Safety - Police 8.52% 26.52% 25.90% 34.93% 37.70% 7.93% 398%
Public Safety - Fire 8.32% 26.75% 28.69% 32.79% 35.35% 7.82% 374%
Non-Sworn 1.80% 7.80% 11.35% 18.23% 19.75% 8.37% 1153%

Note — these Employer rates do not include any cost sharing agreements

Medical Costs — Healthcare costs have more than doubled in the last few years. This not only
impacts the rates for individual employees, but also what the organization must pay for
Workers' Compensation claims. Health insurance rates are increasing at double digit rates
almost every year. In California, some organizations report that healthcare premiums have
risen 70% over the last five years.

For the City of Hayward, health premiums under the Kaiser program, our lowest-cost health
care program, have increased from $260 per single employee in 2003 to $610 in FY 2012, with
projected 10% increases each year. The impacts of federal healthcare reforms are unknown,
but could possibly result in increased City costs.

?In late August 2012, the Governor signed AB 340 — enacting the California Employees’ Pension Reform Act of
2013 (PEPRA) as well as other statutory changes. The reform applies to all public employers and pension plans on
or after Jan. 1, 2013 with the exception of the University of California, as well as charter cities and charter counties
that do not participate in the California Public Employees’ Retirement System (CalPERS) or the 37’ Act System
including the cities of Los Angeles, San Francisco, Fresno, San Diego, and San Jose. The reform will impact
retirement costs and provisions for the City and these will be addressed in future budget updates. The above rates
do not consider any of the reform impacts.
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Retiree Health Care Costs — The same picture can be painted for retiree health care costs.
However, in this case, the City has just started to accumulate reserves toward meeting the
funding obligation for this benefit. Therefore, the financial mountain is much steeper and more
daunting.

The growing cost of healthcare, the early retirement ages of public employees, and the
expected increased longevity of individuals contribute to the overall problem. The organization
is severely underfunded with respect to the future cost liability of this benefit, and will likely
find it impossible to fund this program given the current benefit level throughout the
organization, the uncapped structure currently offered to the sworn service in the Police
Department, and the other aforementioned factors.

Use of One-time Fixes

The gap between revenues and expenditures continues to grow. It is a structural gap that has
plagued the City for almost a decade — and was magnified beginning in FY 2008 by the
economic decline. While the City has indeed implemented significant recurring reductions (e.g.,
151 positions eliminated since FY 2004), Hayward has also utilized one-time measures to
balance the budget. As mentioned earlier, when Council adopted the FY 2012 budget, it closed a
$20.6 million General Fund Gap with $16.4 million in expenditure reductions (about $8 million in
non-recurring cuts) and anticipated use of the General Fund Reserve of $4.2 million (one-time
savings) — totaling $12.2M in non-recurring measures.

While using one-time measures (such as unpaid furloughs) results in true budget savings, these
savings do not continue into succeeding years. The City has worked very hard to identify and
implement structural, recurring change to balance the budget. This has largely been through the
sacrifices of our dedicated and hard-working City employees. Unfortunately, the City still faces a
structural gap — albeit much smaller than $15 million we initially projected for FY 2013. Staff is
recommending the use of the reserve to mitigate deeper program and service cuts, to allow for
employee concessions to phase in pursuant to the various labor agreements, and to allow for the
possibility of revenue growth beyond our conservative projections.

So the answer to the "why do we still have a General Fund problem" question is not a simple
one. Clearly, it is not a problem that just appeared on the horizon: it has been coming for some
time. It is equally as clear that the organization has been working at closing the gap for over five
years through downsizing, reorganization, improving efficiency, and employee give-backs.
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Closing the General Fund Gap

Table 6 presents the balancing plan for the two-year budget, which relies heavily on recurring
expenditure reductions, some new revenue, and a limited use of reserves. Since employee
costs comprise about 80% of the General Fund budget, reducing personnel-related expenses is
mandatory —and comprises a large part of the balancing plan.

Table 6 — General Fund Balancing Plan
FY 2013 FY 2014

(in 1,000's) Adopted Adopted

Projected General Fund gap 14,900 19,409
Employee Concessions* (7,431) (10,859)
Department reductions (2,232) (2,077)
New Revenues (741) (741)

Remaining Structural Gap 4,496 5,732
General Plan Update 1,100 1,100
Use of the General Fund Reserve (5,596) (6,832)

FY 2013 & FY 2014 Budget Gap - -
*FY 2013 Firefighters Local 1909 concession savings were included in FY 2013
baseline because they were agreed upon earlier in the process than other
employee concessions. For budgeting purposes, FY 2014 assumes
the continuation of these concessions.

Use of the General Fund Reserve

The estimated General Fund Reserve is about $25.3 million, allowing for the adopted $4.2
million in use of the reserves in FY 2012 (this could change depending on the actual results of FY
2012). $25.3 million represents about 20.5% of the gross FY 2013 General Fund expenditure
budget — a prudent reserve level for a City of Hayward'’s size. Council has been wise in the past
use of reserves, and staff has made every effort to maintain those reserve levels as close to
Council policy as possible. The reserve is one-time funding that is intended for emergency
needs (such as a catastrophic natural disaster). It also provides some flexibility to address one-
time priority programs, smooth out economic swings, and to buffer the loss of state and federal
funds.

After implementing significant balancing measures, the remaining structural General Fund gap
is $4.5 million in FY 2013 and grows to $5.7 million in FY 2014. However — the total projected
use of the Reserve is $5.6 million in FY 2013 and $6.8 million in FY 2014, inclusive of the one-
time funding the General Plan Update at $1.1 million each year (which will be repaid to the
General Fund over time through the General Plan fee included in building permits). Therefore,
in adopting the budget, Council approved the use of Economic Uncertainty Reserves totaling
about $12.4 million over two years — possibly lowering the Reserve level by 50% to about 11%
of gross General Fund expenditures — a dangerously low reserve level. These percentages may
improve given the actual budget performance and resultant need for use of the Reserve.

The City will continue to work toward closing this remaining structural gap over the next two
years — with a goal of complete fiscal sustainability in FY 2015.
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Hayward’s City Employees Help Close the Gap

Given the challenge of closing such a large shortfall, it was necessary to again turn to the strong
partnership between the City and employees, with a goal of implementing recurring, structural
change. While initially an overwhelming target —all employee groups were asked to consider
wage and benefit concessions of 15% in FY 2013 and an additional 2% in FY 2014 for a two-year
concession target of 17%.

Discussions began with the bargaining groups in October 2011. Even with no contracts open
until 2013, all of the City’s bargaining units agreed to discuss possible concessions. After six
months of active conversations, all groups agreed to significant structural concessions. The
changes agreed to by each group vary, with some concessions phased-in over a two or three
year period. However, most groups have achieved 10.5% to 17% in overall structural
concessions — equating to General Fund savings of over $7 million and about $2 million for
other revenue funds. Achieving these concession-driven savings has allowed the City to avoid
significant service reductions and to preserve jobs.

The most important structural changes employees have made include:

Q assuming 100% of the cost of the employee contribution for retirement
assuming a portion of the cost of the employer contribution for retirement
assuming increased cost sharing for medical/dental/vision care coverage
foregoing contractually due salary increases
eliminating the current City contributions to the deferred compensation plan
containing costs related to paid leaves
implementing reforms to the City’s self-funded Worker’s Compensation Program
contributing to the OPEB Trust toward retiree medical liability

000000 D

Other Cost Saving Efforts

In addition to employee concessions, the City continues to seek efficiencies that save on costs
across the organization. However, the organization is at the breaking point in many areas and
cannot sustain additional cost reductions or elimination of positions without jeopardizing the
basic ability to function or negatively impacting service delivery levels. Overall, this budget
includes an additional $2.2 million in savings, which is planned through a variety of cost-cutting
measures that include managing vacancies, reductions in services & supplies, and reorganizing
some City departments.

For example, as of July 1, 2012, the Community Preservation Division merged with the Rental
Housing Inspection Program to create a more comprehensive and efficient Code Enforcement
Unit. The program oversight will be the responsibility of the Neighborhood Partnerships
Manager and will create a more efficient and proactive program staffed by cross-trained
inspectors. Similarly, a division of Environmental Services was created in the Public Works-
Utilities & Environmental Services Department to consolidate environmental programs under
one management structure and to relieve the Development Services Department of some of
the workload. A division of this department is now responsible for the Climate Action Plan, as
well as assuring that the City has a consistent and active environmental management program
in water, solid waste, sewer, and energy usage, both within City government and throughout
the community.
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LOOKING FORWARD

As can be seen at the state level, a budget that fails to plan for future service needs may be
balanced, but it is not healthy and fails to serve the community. To avert that kind of failure,
this budget considers the City’s fiscal health through the lens of long-term economic forecasts.
By staying focused on needed services and our long-term responsibilities, the City has the
greatest chance to preserve fiscal health for the future and be better able to meet the needs of
Hayward residents. The structural changes included in this budget are a significant step toward
fiscal sustainability. While there is more work to be done to completely erase the structural gap
— the City has achieved remarkable progress with this biennial budget.

Economic Development is Key to our Future

The loss of redevelopment poses major problems for Hayward. Without RDA funds, the City no
longer has flexible dollars to support economic development, leverage funds for large projects,
and attract new businesses to the city. A focused, funded, and robust economic development
program remains a high priority for next year (second only to achieving long-term financial
health).

Q There are major parcels of land coming onto the market through disposition of State-owned
parcels along the 238 Corridor; the City also owns critical parcels along Mission. It is imperative
that the development of all of these parcels be guided to support and build upon, and maximize
the impact of the i