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City of City Hall

1500 Warburton Ave.

Santa Clara Santa Clara, CA 95050
The Center of What's Possible 408.615.2210
July 1, 2015

Honorable Mayor and City Council
City of Santa Clara
Santa Clara, CA 95050

Members of the City Council:

A balanced fiscal year 2015-16 budget for the City of Santa Clara was adopted by the City Council on
June 16, 2015. The total Adopted Budget for 2015-16 of $720.2 million for operations and capital
improvement projects represents an increase of $59.7 million, or 9.0% compared to the fiscal year
2014-15 Adopted Budget. The operating budget of $647.3 million for all funds, including the general
operating funds, special revenue funds, internal service funds, and enterprise funds, increased by
$49.7 million, or 8.3% over the prior fiscal year. The General Fund budget of $182.5 million represents
an increase of $17.7 million, or 10.7% compared to the 2014-15 Adopted Budget. Of this increase in
the General Fund budget, $2.7 million are one-time costs associated with the City hosting Super Bowl
50 in February 2016 and $1.9 million are costs associated with staffing for other Levi’s Stadium events.
Super Bowl costs will be reimbursed by the Super Bowl Host Committee and other Levi’s Stadium costs
are being reimbursed by either the San Francisco Forty Niners or the Stadium Authority. See later
sections of this transmittal memo for a detailed discussion of these budget changes.

Due to strong performance of our key economically sensitive revenue sources and new ongoing monies
now flowing into the General Fund from Levi’'s Stadium and other development activity, the City is able
to present a balanced budget that begins to restore services to pre-recession levels and makes
significant progress in meeting our reserve targets. The 2014-15 Adopted Budget included a $3.0
million budgeted transfer to the Working Capital Reserve and current estimates show that there will be
additional savings that can be transferred to the reserves at year-end. In addition, the adopted General
Fund budget for 2015-16 includes a $7.0 million transfer to the Working Capital Reserve.

Due to significant revenue declines from the last recession, many authorized positions were either
eliminated or frozen (i.e., the positions remained authorized but no funding was included in the budget).
In addition, a managed hiring freeze held funded positions vacant in order to help balance the budget
and generate budgetary savings to help restore reserves. Unfortunately, the problem was worsened by
State actions to dissolve all Redevelopment Agencies (RDAs) effective February 1, 2012. This
dissolution resulted not only in the loss of funding to complete economic development projects and
affordable housing projects, but also terminated long-standing agreements between the City and the
RDA to pass through lease revenues from former City-owned land to support general government
services. Together, these leases would have supported an estimated $14.5 million of General Fund
services in 2015-16.
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This adopted budget makes strides toward restoring service levels and rebuilding reserves. In addition,
negotiated bargaining unit increases and merit adjustments have been budgeted. In terms of restoring
service levels, the budget restores hours that had been cut at the Central Park and Mission Libraries
and the Senior Center and Teen Center. Services levels in other areas are also at least partially
restored including in the Police, Fire, and Public Works Departments (see the Restoring City Services
budget theme later in this Transmittal Letter for more information).

In comparison to the 2014-15 Adopted Budget, the number of funded authorized full-time equivalent
(FTE) positions (including both new and unfrozen positions) has been increased by 42.25 for all funds
and by 28.25 in the General Fund. This increase includes 28.0 new FTEs and 14.25 reactivated FTE
positions which were removed from the frozen list. Also, 9.0 FTEs that were being held vacant as part
of the managed hiring freeze are being filled including 5.0 FTEs in 2014-15 and 4.0 FTEs in 2015-16.
The additional new, unfrozen, and no longer being held vacant positions include 10.0 FTEs in the
Electric Utility, 7.0 FTEs in the Public Works Department, 6.0 FTEs in the Police Department, 9.0 FTEs
in the Fire Department, 5.0 FTEs in the Water and Sewer Department, 4.0 FTEs in the Planning and
Inspection Department, 3.0 FTEs in the Finance Department, 2.75 FTEs in the Library Department, 2.0
FTEs in the Parks and Recreation Department, 2.0 FTEs in the City Manager’s Office, and 0.5 FTEs in
the City Council’s Office.

Table 1 summarizes the appropriations by fund categories:

e General Operating Funds: provides funding for most City operating departments, including
public safety, public works, planning, parks and recreation, libraries, streets and administrative
departments.

o Special Revenue Funds: funds such as Gas Tax Fund or HUD Program Fund, which provide
repositories for selected revenues as allowed by law, or funding for special activities as provided
by law or policy by the City of Santa Clara.

o Enterprise Funds: provides funding for the utilities (Electric, Water and Sewer, Solid Waste).

« Internal Service Funds: provides funding for Communications, Automotive Fleet and other city
operations, wherein the departments are charged on a pro-rata share of their use of the services
which the City manages internally.

« Capital Improvement Project Funds: provides funding for the City’s capital projects across all
funds except Sports and Open Space Authority (SOSA), Housing Authority and Stadium
Authority which are reported separately.

Table 1
Total Budget by Fund Category

Adopted Adopted Increase Percent

Fund 2014-15 2015-16 (Decrease) Change
General Operating Funds (w/Debt)  $ 167,282,934 $ 184,992,229 $ 17,709,295 10.6%
Special Revenue Funds 1,682,528 1,657,975 (24,553) -1.5%
Enterprise Funds 420,768,181 450,940,214 30,172,033 7.2%
Internal Service Funds 7,900,389 9,729,457 1,829,068 23.2%
Operating Budget 597,634,032 647,319,875 49,685,843 8.3%
Capital Projects Funds 62,823,957 72,883,897 10,059,940 16.0%
TOTAL CITY BUDGET § 660,457,989 $ 720,203,772 $ 59,745,783 9.0%
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Consistent with the City Charter, the 2015-16 Adopted Budget is a balanced budget. The
appropriations approved for departments are consistent with City Council’s goals and objectives and
the City Manager's budget guidelines. In addition, the Budget is based on the Budget Principles
approved by City Council on January 13, 2015. Staff has carefully analyzed all department budget
requests, taking into account fiscal year projected resources, levels of service desired by Santa Clara
residents and businesses, and Council goals and objectives.

The City Council approved Mission and Vision statements are as follows:
Mission:
The mission of the City of Santa Clara is to promote a living and working environment that
allows for the best quality of life by serving the community with resourceful, efficient, progressive
and professional leadership.
Vision:
SANTA CLARA: Superb, affordable services in a caring community that values our rich history
and nurtures technologies that build the future.
The City Council held goal setting sessions on February 23, 2015 and March 9, 2015 and confirmed the
continuation of the following five goals for the 2015-2017 two-year period and identified strategic
objectives under each goal which were subsequently approved at the April 7, 2015 City Council
meeting:
» Promote and enhance economic and housing development
Ensure fiscal responsibility

Enhance community sports and recreation assets

Deliver and enhance high quality efficient services and infrastructure

VvV V VYV V

Balance the emerging economic opportunities with the needs of our community

The City Manager, with the assistance of City departments, prepares and presents quarterly status
reports on strategic plan objectives.

ECONOMIC AND FINANCIAL OVERVIEW

Looking to fiscal year 2015-16 and beyond, the City is projecting that the regional economy will
continue growing, although at a somewhat slower pace than experienced during the last several years.
Over the last few years, Silicon Valley has seen job growth that has outpaced the rest of the state and
the nation. This growth has led to rising housing prices and a significant increase in commercial and
residential development activity.

The budgets for 2015-16 are based on the most recent State, regional and local economic data, and a
series of budget review meetings held with each department to review their revenue, expenditure and
service assumptions. A listing of the basic assumptions underlying the major revenue projections is
presented on page 1-6 in the General Information and Summaries section. The revenue and other
resources included in this budget have been estimated based on the most recent economic and
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financial data available, and the City expects that it will realize these resources to cover the budgeted
appropriations.

State Budget Impacts

For the first time in several years, there are no significant negative impacts on local government as a
result of the State’s 2015-16 budget. This budget shows a projected budget surplus for its 2015-16 fiscal
year, largely due to projected revenue increases from the improving economy and the temporary tax
revenues still flowing from the passage of Proposition 30. Under Proposition 30, the State has been able
to balance its budget, restore funding for education, pay off much of its debt, and make contributions to a
Budget Stabilization Account/Rainy Day Fund.

The Governor has called special sessions to continue work on two key fiscal issues — how to fund (1)
improved maintenance of roads, highways and other infrastructure, and (2) the state’s health care
delivery system.

The City Manager will keep the Council apprised of any new developments on the impacts of State
budget actions.

Pension Costs

Pension costs have escalated considerably over the last several years and the increases are
anticipated to continue for several more years as the California Public Employees’ Retirement System
(CalPERS) has implemented changes in order to require member agencies to more quickly pay off
unfunded liabilities, de-risk the investment portfolio, and assure that they are using the most accurate
actuarial assumptions.

Beginning in 2011-12, CalPERS implemented a special smoothing change to make up for investment
losses that occurred in fiscal year 2008-09 (24.0% loss vs. an expected gain of 7.75%).

In March 2012, the CalPERS Board approved a recommendation to lower the investment return
assumption from 7.75% to 7.5% effective with employer rates for fiscal year 2014-15. This lowering
has caused employer contribution rates to rise over a two year period.

In September 2012, the Governor signed the Public Employees’ Pension Reform Act of 2013 (PEPRA)
which established new reduced benefit pension formulas for new members hired after December 31,
2012. These new lower cost plans will slowly lower pension costs over the next generation of
employees.

In April 2013, the CalPERS Board approved significant changes to actuarial policies which will result in
increased employer rates beginning in 2015-16. The new policies, which are designed to enhance the
long-term stability of the fund, changed amortization and smoothing policies causing employer rates to
climb over a six-year period.

In February 2014, the CalPERS Board adopted new actuarial assumptions based on an experience
study. These assumption changes include future mortality improvements based on findings that
employees continue to live longer, with men on average expected to live two years longer and women a
year and a half longer. This and other assumption changes result in increases in employer pension
costs. These changes will be phased in over five years beginning with 2016-17 rates with the costs
spread over 20 years.
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Together these pension rate increases are resulting in millions of dollars per year in additional costs for
the City. See our Five-Year Financial Plan for a complete discussion on pension costs.

Capital Improvement Project (CIP) Budget

Capital improvement project appropriations, detailed in the separately issued 2015-16 CIP Budget
document, are based on the need for essential new facilities and/or maintenance, refurbishment and
replacement of existing City facilities. These expenditures are generally one-time in nature and as
such, past expenditure levels are not necessarily a good indicator of future (short-term) expenditure
trends.

The 2015-16 CIP budget for the City is $72.9 million in new project appropriations, an increase of $10.1
million, or 16.0% from the 2014-15 Adopted CIP Budget of $62.8 million. The 2015-16 CIP budget for the
City and its component units (which includes the Housing Authority, Sports and Open Space Authority, and
Stadium Authority) is $76.4 million in new project appropriations, an increase of $8.0 million, or 11.8%
from the 2014-15 Adopted CIP Budget of $68.3 million.

Approved capital improvement appropriations include funding for: upgrades to Electric Utility
substations, major gas turbine engine overhaul, implementation of Advanced Metering Infrastructure
(AMI) and technology project; improvements to the City’s water utility system; sanitary sewer
improvements within the City and at the San Jose/Santa Clara Regional Wastewater Facility; ongoing
street, curb, gutter and sidewalk maintenance programs; traffic signal improvements; storm drain
improvements; Parks and Recreation field and facility upgrades; additional Automated External
Defibrillators (AEDs); Central Park and Mission Library refurbishment; public building improvements;
Levi’'s Stadium capital improvements; housing programs; technology improvements and upgrades; and
ongoing repair and maintenance/modification projects.

BUDGET THEMES AND SIGNIFICANT ISSUES AND PROGRAMS

Several important themes were considered as the budget was developed. The themes are Economic
Development; Restoring City Services; Innovative Service Delivery and Cost Savings Measures; and
Santa Clara Utilities. Selected items and related issues, programs, and/or projects which are
significant in the 2015-16 Adopted Budget under the theme categories are presented below and on the
following pages.

Economic Development

The City of Santa Clara has seen remarkable interest and activity in both commercial and residential
development during 2014 and 2015, and economic forecasts anticipate this to continue at a significant
level in the next few years. Building permit valuations reflected in the June 2015 permit activity report
for development in 2014-15, shows more than $890 million in valuation attributed to 7,180 building
permits. The significant construction activity during 2014 and 2015 should begin contributing property
tax revenues this year and next as projects reach completion and occupancy.

The services, programs and projects within this theme of economic development are consistent with
established Council goals to encourage quality development of commercial and housing projects and to
promote economic vitality to retain/attract vital businesses. Economic Development remains a key
priority for the City. The City Council’s adopted goals for 2015-17 include efforts to “Promote and
enhance economic and housing development” and to “Balance the emerging economic opportunities
with the needs of our community”. In addition to working closely with the Chamber of Commerce, the

\%
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City places a focus on reliable, low-cost utilities, understanding and responding to business needs
including “speed to market” timelines, and fostering local business success, expansion, and relocation
to Santa Clara.

The strength of the economy has spurred a number of new developments, in addition to advancing a
number of significant private development projects that were previously approved by the City prior to
the last recession. These projects are providing construction jobs and tenant employment, leading to
secondary jobs, new rental housing and home sales, and consumer and business spending, thereby
enhancing both property tax and sales tax revenues. Below is a sampling of recent and current activity.

New/Expanding Businesses

e Ericsson is a corporate communications company that has occupied two of the three office
buildings in Phase | of the Irvine Company’s Santa Clara Square Project.

e Whole Foods will be the anchor for the 120,000 square foot retail center, MarketPlace, now
under construction at the Irvine Company’s Santa Clara Square Project.

e Target, Sprouts, Mission City Grill, Habit Burger, Panera Bread, Peet’s Coffee, Chipotle,
Fractured Prune Doughnuts and other new and retained businesses are all thriving in the newly
remodeled Santa Clara Town Centre.

e The City continues to grow its retail sector citywide as there is a trend of new retail and/or
expansion/relocation of existing retail such as Skechers, Russell’s Furniture, La-Z-Boy, and
Stevens Creek Porsche.

¢ Palo Alto Networks has leased four buildings totaling 752,000 square feet with an option for a
fifth building totaling 300,000 square feet in the Menlo Equities campus at 3333 Scott Boulevard.

Projects Under Construction

e The Gallery at Central Park: The developer of the 551 apartments at the Gallery, Prometheus,
has completed the first building that provides approximately half of the apartment yield in a
wrap-style building with the garage in the center and the amenities on the roof. The second
apartment structure is also under construction. The single family home builder, DR Horton, is
constructing and has completed and sold many of the attached and detached homes on the
west side of the site.

e Sobrato Companies is nearing completion of a new building for the technology-collaboration firm
Citrix, which currently occupies two buildings on the same campus at Tasman and Great
America Parkway.

e Toeniskoetter Development is nearing completion of an 82,500 square foot speculative office
building on Scott Boulevard across Bowers Avenue from the Santa Clara Square retail center.

e SummerHill Apartment Communities is well underway with construction of The Villas on the
Boulevard, a 186-unit apartment project in a 4-story building over underground parking on
combined parcels on EI Camino Real west of Saratoga Creek.

e Menlo Equities is moving forward on construction of an expanded office complex at 3333 Scott
Boulevard.

e NVIDIA: Approved in December 2008, the Phase | 500,000 square foot R&D building
construction has begun; the overall project encompasses 1.95 million square feet on 35 acres at
Central and San Tomas Expressways.

e Silicon Sage Builders has begun construction on its mixed-use retail and residential project
providing 7,000 square feet of retail and 28 condominiums at the southwest corner of EI Camino
Real and Monroe Street.

\
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The Irvine Company is well underway with construction of the mixed-use Monticello Village; an
825-unit apartment and 40,000 square foot retail project on Monroe Street at Lawrence
Expressway in close proximity to the Lawrence Caltrain Station.

South Bay Development has begun construction of the first of two approved 150,000 square
foot office buildings on Mission College Boulevard adjacent to Regency Plaza. A 6,000 square
foot retail services building will be built in Phase II.

Silicon Sage Builders has commenced construction of the Downtown Gateway mixed-use
project of 14,700 square feet of retail space and 44 condominiums.

Santa Clara Square by The Irvine Company received approval for Phases Il and Ill of the 1.2-
million square foot office development/commercial retail center at Augustine and Bowers.
Building permit plan check began in June 2015. The University of California Santa Cruz satellite
campus is relocating to a nearby sole-use campus.

Projects Under Review or Approved, But Not Yet Under Construction

Future

Essex Properties is advancing its mixed-use project at Gateway Village, a redevelopment of the
Kohl’s property at the southwest corner of El Camino Real and Lawrence Expressway, providing
approximately 108,000 square feet of commercial space and 476 living units. Construction
begins in early 2016.

The Irvine Company is moving through the entitlement process at Santa Clara Square to add
about 39,000 square feet of additional retail space and 1,770 apartment units along the Scott
Boulevard corridor in close proximity to the job centers in the area.

The Irvine Company is seeking entitlements for Mission Town Center; a mixed-use project with
about 26,000 square feet of street front retail and 417 apartment units on El Camino Real at
Benton Street across from the Santa Clara depot Caltrain station and future BART station.

The Related Company is in the entitlement process for City Place Santa Clara on 240 City-
owned acres north of Tasman Drive, in partnership with the Montana Property Group. The more
than $6 billion development concept includes a mixed-use retail, entertainment, office and
residential project totaling nearly 9 million square feet. CEQA environmental work is underway.

Projects

RTKL is assisting staff and property owners/developers in master planning the 65-acre
Lawrence Station Area through a precise plan effort to provide housing and retail services to
replace older low density industrial space in close proximity to the Lawrence Caltrain Station.
New retail and other commercial development to revitalize the Downtown area continue to be a
Council priority and a variety of opportunities are being studied to move forward on this goal in
the near future. Staff has retained a consultant to assist in master planning the area through a
series of workshops.

The City anticipates seeking a land planning consultant through an RFP process to assist in
developing a master plan for the Tasman East area. This 45-acre area north of Tasman at the
Guadalupe River can provide housing and some retail space to service the surrounding
employment centers.

The City is seeking a land planning consultant through an RFP process to assist in advancing
the El Camino Real Precise Plan, funded substantially by an MTC planning grant, intended to
refine the General Plan mixed use corridor development concepts.

Vi
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Restoring City Services

As revenues began to fall due to the last recession, the City used reserves in 2008-09 and 2009-10 to
maintain service levels as long as possible. However, as the effects of the recession lingered and
revenues were further reduced as a result of the State’s dissolution of Redevelopment Agencies, it was
necessary to reduce ongoing expenditures through services level reductions to balance the budget.
Although all City facilities remained open including the City's ten fire stations, Police Administration
Building and Northside Police Substation, hours were reduced at City libraries and Parks & Recreation
facilities including the Senior Center and Teen Center.

As economically sensitive revenues recovered, the City took a cautious approach, focusing first on
fiscal stability and rebuilding reserves. Beginning with the 2013-14 budget, some positions began to be
restored and in the summer of 2014 the City was able to staff and open the new Northside Branch
Library.

Economically sensitive revenues have now surpassed pre-recession levels and monies are flowing to
the General Fund from the operation of Levi’s Stadium, allowing the City to continue to restore service
levels. Although the financial picture is improving, we have not yet completely restored services.
However, our dedicated City workforce continues to provide the high quality services that Santa
Clarans have come to expect.

Senior Center, Youth Activity Center, Teen Center and Special Events

Funding from the Senior/Youth Fee on NFL game tickets at Levi’'s Stadium has provided a means to
expand and support new programs and hours in Parks and Recreation Department facilities. The
Senior Center will be increasing hours from 53 per week to 63 hours per week (operating six days per
week), and adding additional aquatic programs and instructional classes. The Youth Activity Center
and Teen Center will now be open three additional weeks during school breaks, will provide additional
instructional programs, and will lengthen Youth Activities camps by one week. The Department will
also be able to better support its special event responsibilities.

Central Park Library and Mission Library and Family Reading Center

Funding is included in the Library Department to restore hours at the Central Park Library and at the
Mission Library and Family Reading Center. Hours at the Central Park Library will move from 55 hours
per week back to 64 hours and the Mission Library and Family Reading Center will now be open five
days a week with the addition of hours on Friday afternoon.

The budget for 2015-16 also includes an additional $300,000 to update the collection of materials
available in print, audiovisual, and electronic formats.

Public Safety

The budget includes additional funding in the Police Department to increase patrol staffing to better
service the needs of residents and in the Fire Department to add positions to better manage resources
and meet the needs for services.

Development Activity

Positions are added in the Planning and Inspection Department and the Public Works Department to
support development projects. These positions are supported by increased development fees.

Vil
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Innovative Service Delivery and Cost Savings Measures

Staff continue to explore new and innovative service delivery methods and measures to reduce costs
while maintaining or in some cases improving service delivery. The following is a sampling of several
recently completed and planned efforts:

The Library Department introduced Square, which allows patrons to quickly pay fines at the
desk with a credit card. This saves staff time by not having to assist patrons twice, at one
station to pay the fine and at another to check out their items.

The Library Department now orders most of its materials pre-processed. Outsourcing
cataloging and processing to have materials come “shelf ready,” is less expensive and allows
materials to get out to the public within 24 hours rather than 2 weeks.

The Library Department eliminated extra labeling, by reassessing the need for multiple labels on
materials. Radio-Frequency ldentification (RFID) tags were combined with property label and
barcode tags for a savings of about $20,000 per year.

The Library Department implemented LiquidSpace, an app for booking meeting space, to allow
customers to book our Group Study Rooms at Northside Branch Library rather than have staff
do it manually.

The Library Department now uses Eventbrite registration for library programs instead of hand
written lists.

Active and frequent posts to the City's Facebook page has drawn a 69% increase in followers
since the beginning of the fiscal year. This social media platform uniquely allows residents,
businesses and visitors to connect, communicate and share with the City through posts,
photographs and videos, sharing links and the ability to "like" content. Typical posts include
promotion of events, sharing public service announcements, and providing real-time information
on City services.

The City launched MySantaClara, a mobile app that enables residents, businesses, and visitors to
request services, such as graffiti removal, from their mobile phones, tablets or computers. After
reporting graffiti or requesting a service, users can provide additional feedback and be notified
when a request is completed. The application also provides information about events, public
facilities, Council meeting dates, and public announcements.

The Information Technology Department (IT) assisted in presenting a number of thematic story
maps on the City’s website to inform the public about city landmarks, historic homes and
museums, live traffic cameras surrounding Levi’'s Stadium, and ongoing development projects. A
seamless integration of GIS mapping with the Water and Sewer Department’s work order
management system provides utility workers in the field and their supervisors with actionable
information about pipeline assets in their geospatial context. In partnership with public safety
departments, IT also designed and deployed the Common Operational Picture (COP), helping
ensure that visitors and residents have a safe and positive experience in and around Levi's
Stadium.
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o Poised for the next phase of economic growth and new attention as the host city of the 2016
Super Bowl, the City launched a new brand, “The Center of What's Possible.” The new
positioning and brand identity, with a revamped logo and new color palette and fonts, combines
old and new in keeping with the spirit of Santa Clara and the City’s self-sustaining, and deep-
seated proven resourcefulness.

e The City joined over 5,000 community members using Nextdoor, a private social network for
neighborhoods, as a way to reach out to neighborhoods and to build stronger, safer
communities with the help of residents. The platform lets neighbors receive important,
geographically targeted information from the City.

e The Police Department completed an efficiency study and was able to reallocate personnel from
its front desk operations to patrol. This reorganization will enhance patrol staffing, and reduce
overtime expenditures.

e The Police Department conducted a study of parking fines in the local area. Based upon that
study, the Police Department recommended increases in our parking fines so that they are
closer to countywide averages. This will result in increased revenue and a stronger deterrent to
parking violations. In addition, the Police Department signed a contract with a new parking
citation vendor with more favorable terms to the City. This company also has new citation
devices, which will make parking control officers more efficient.

¢ The Police Department is actively hosting police training courses in the Department’s first floor
community room. As a result of being the host, the Department is granted free tuition for one to
two students in each class. This will result in more officers being able to take these specialized
training courses at no cost to the City.

e The Police Department continues to pursue state and federal grants. Last year the Department
obtained $382,925 in grants. These funds allowed the Department to serve the community
conducting directed enforcement and to purchase vital equipment without impacting the General
Fund.

e The Fire Department’s Emergency Medical Services (EMS) Division is implementing Wi-Fi enabled
tablets to collect patient data in the field and send that data directly to both the receiving physician,
as well as the medical database for archiving. This includes the “embedding” of EKG, vital sign
and medical history data. The receiving hospital physician sees this information before the patient
arrives at the Emergency Department for continued care. This has the benefit of providing
medical document security, eliminating the costs of printing paper versions, as well as increased
security in the storage of data. In addition, the data is readily accessible for statistical analysis of
medical clinical indicators, enabling the Department to provide increasingly efficient and effective
clinical care.

e The Fire Department has implemented a process for providing a digital version of all Incident
Actions Plans (IAPs) for events held at Levi’'s Stadium. These documents were historically printed
using a large amount of paper, which was then recycled after the event. Now, using QR Code
technology, our public safety employees scan the code into their phone or tablet, and the IAP is
readily available.
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e The Fire Department collaborated with the Sunnyvale Department of Public Safety to provide two
firefighter recruit academies during this current fiscal year. This collaborative effort reduced cost
and resource needs for each agency, while providing an excellent training curriculum.

e The Human Resources Department has been working closely with the Police Department and
the Fire Department on ways to provide the most cost effective staffing for Levi’'s Stadium
events. Supplemental law employment services were needed for 49ers football games and
other special events taking place at Levi’'s Stadium. The law enforcement personnel needs
exceeded the City of Santa Clara’s sworn police staffing levels. Rather than hiring additional
full-time sworn personnel for a limited number of special events, it was more cost effective to
hire existing sworn police officers from neighboring jurisdictions to work on an as-needed or
part-time basis (Per Diem Police Officer Special Events). The Commission on Police Officers
Standards and Training (POST) refers to this method as “double badging.” Double badging will
maintain a single organization command structure. The City is also hiring Per Diem
Dispatchers. These costs are fully reimbursed by either the 49ers for NFL events or the
Stadium Authority for non-NFL events.

e The City is hiring a new Traffic Control position for Stadium events. This position has a
significantly lower hourly rate than officers from the California Highway Patrol (CHP). Utilizing
this new position will allow for a reduction in the number of CHP officers at each event therefore
reducing event costs moving forward. These costs are fully reimbursed by either the 49ers for
NFL events or the Stadium Authority for non-NFL events.

e The City is hiring Emergency Medical Technician (EMT) Special Events as a cost savings
measure vs. staffing Stadium events with only Firefighter EMTs or Firefighter Paramedics.
These costs are fully reimbursed by either the 49ers for NFL events or the Stadium Authority for
non-NFL events.

e The Parks and Recreation Department launched a crowdfunding project to raise funds for
renovating Bracher Park in alignment with City Council’s goal to “Enhance Community Sports
and Recreation Assets” and restore the park for the community. Bracher Park was chosen as
one of ten nationwide projects by the National Recreation and Park Association to showcase in
“Fund Your Park” campaign.

e The Santa Clara Senior Center website was updated to a more user-friendly, visually appealing
format that highlights the continuum of care of services and programs provided at the Senior
Center including: Fitness Center and Natatorium, Health & Wellness, Care Manage ment, Senior
Nutrition daily “Dining Out” lunch, travel opportunities, drop-in programs and enrichment
classes.

o Cemetery staff have begun applying a growth regulator to the cemetery’s 25+ acres of turf. This
effort is intended to reduce the rate at which grass grows, resulting in decreased staff hours to
mow the lawn and trim around each of the thousands of headstones.

e Over 100 yards of dirt and mulch were removed from the Cemetery and used by the Parks Division

and Water Department to beautify multiple park and well sites. Space is now available for 200
future graves at the Cemetery.
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e The Automotive Services Division of Public Works began electronically monitoring preventive
maintenance (PM) services on all equipment. Electronically monitoring PM services allows the
Division to send out monthly PM Service notifications to departments. This effort reduced paper
work, the time taken to get information out, and the amount of labor hours previously spent
tracking services manually, allowing for improved maintenance tracking and monitoring. Existing
software applications were used at no additional cost to the City.

e The Automotive Services Division of Public Works was one the first Government agencies in
California to implement Bureau of Automotive Repair On-Board Diagnostics (OBD) Inspection
System (OIS) for performing state regulated smog inspections. Government Fleets have until
January 2016 to begin using the new system, but Automotive Services saw the immediate time
and cost savings and implemented the system in October 2014. Labor time to perform a smog
test was reduced up to 40%, saving customers time and money.

e The Automotive Services Division of Public Works implemented an electronic scheduling calendar
for scheduled repairs and services. The calendar is visible to all Automotive Services staff
allowing for improved information sharing. The calendar improves Automotive Services ability to
balance services versus technician time-off and improve customer service by minimizing
equipment downtime. By scheduling services, we can work around customer schedules and
improve turnaround. This was done by using existing software applications at no additional cost to
the City.

e The Finance Department, Municipal Services Division launched new Outbound Calling software
for its utility customers. Customers in affected outage areas can now be automatically alerted
by telephone when there are scheduled or emergency utility related outages. This enables the
Electric and Water and Sewer Utility departments to provide real-time updates regarding service
interruptions and reduces the number or calls/inquiries into the Utility Contact Center.

e The Finance Department successfully launched a new payment method for vendors/customers
doing business with the City. It is known as Automated Clearing House or ACH payment
processing. ACH payment processing is an efficient and cost-reducing alternative to paper checks
that enables the City to make electronic payments directly to vendors and customers. ACH
payment processing is an extremely simple and efficient method for making payments. With ACH
processing, vendor/customer funds are usually cleared in 1 or 2 days, much quicker than the
traditional payment method. ACH processing also sends an e-mail confirmation to let recipients
know the amount and the date funds are expected to credit to their accounts.

e The Electric Department launched an LED streetlight retrofit project. Existing high pressure
sodium and mercury vapor streetlights in the southern part of the City were retrofit with more
efficient LED streetlights. This first phase is expected to save over 3 million kilowatt-hours of
electricity annually, in addition to improving nighttime visibility for the public and reducing
maintenance costs for the Department due to the longer life of the LED lamps. In the coming
fiscal year, the Electric Department will retrofit streetlights in the northern part of the City.

e The Electric Department and a private partner are developing a new outdoor distribution
antenna system (oDAS) which will enhance cell phone and wireless data service coverage in the
City. It is also expected to avoid the problem of cluttered and overloaded attachments to poles.
The Department expects to recover the initial capital outlay within two years of operation, and
then see continued payments for access to its infrastructure and fiber optic network. The
project complements SVP MeterConnect® free outdoor Wi-Fi access service launched citywide
in 2013.
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e The Electric Department budget includes the construction and installation of a new Phase
Shifting Transformer. Installation of the Phase Shifting Transformer at the Northern Receiving
Station will increase the power flow delivery over the City’'s 230KV system and reduce
transmission access charges by approximately $6 million annually.

e The consolidation of the Public Works and Streets and Auto Services Departments occurred
during fiscal year 2014-15. The transition has gone smoothly and anticipated savings are being
realized. The consolidated Public Works Department (DPW) continues to look at ways to save
additional General Fund monies. For example, Engineering staff are utilizing Capital
Improvement Projects (CIP) funds, particularly Gas Tax, Sewer Utility, and other federal grant
projects, to cover labor charges for staff working on these projects, thereby reducing operating
costs to General Fund.

e The transition of the Housing and Community Services Division from the Planning and
Inspection Department to the City Manager’s Office was completed, consolidating housing and
community services with economic development.

e The Planning and Inspection Department added three contract Planning Code Enforcement
technicians to help get caught up with code enforcement activities, an approach that provides
more flexibility than increasing permanent staffing levels.

e The Building Inspection Division of the Planning and Inspection Department will implement a
reorganization to address service demands and enhance service delivery for building construction
and development projects. By creating more depth in the Division with new positions in this
budget cycle, the reorganization will increase efficiency, consistency and continuity in plan review
and inspection. The reorganization will also increase in-house services to improve project
coordination and flexibility of operations.
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Santa Clara Utilities

Santa Clara Electric Utility d.b.a. Silicon Valley Power (SVP)

The 2015-16 Electric Department Operating Budget is $361.9 million (including debt service), an
increase of 4.7% over 2014-15. When combined with the Capital Improvement Budget of $26.6 million,
the total budget is $388.5 million, which represents an increase of 2.9% over the prior year.

Total projected revenue and financing sources of $389.1 million are comprised of revenue of $373.0
million, developer contributions of $4.0 million and wholesale revenue from sales of renewable energy
credits and greenhouse gas/carbon allowances of $5.3 million. The 2015-16 revenue is projected to be
$7.9 million, or 2.1% greater than 2014-15 due to load growth and a proposed rate increase effective
January 1, 2016. Assuming a 3.5% electric rate increase is approved by City Council effective January 1,
2016, a surplus of $0.65 million is expected at the end of 2015-16.

The cost of producing and procuring energy is projected to increase by 4.2%. The increase is primarily
due to increased transmission charges from the California Independent System Operator, purchase of
replacement energy for hydro resources due to the drought, and new renewable resources. Because the
additional renewable resources were acquired to meet future state mandates and not immediately
needed, the additional costs are being partially offset by $3.6 million of renewable energy credit sales and
$1.8 million of greenhouse gas allowance sales in accordance with City Council policy. The additional
renewable projects are cost-effective over the life of the projects, but create higher costs for energy in the
early years.

Department salary and benefit costs are up 13.8% due to higher pension and health care costs and the
addition of 10.0 FTEs. Overall, there is a net savings associated with adding these positions due to a
reduction in budgeted overtime and lower contractual services expenditures resulting from insourcing
where employees rather than contractors can perform the work at lower cost.

The budget includes planned capital funding of $26.6 million, which includes substation upgrades,
equipment replacement, new technology deployment, and economic development projects. To meet
safety and reliability requirements, SVP continues its eighth year of a multi-year substation rebuilding
program. In addition to substation capital improvements, the Electric Department continues to improve,
demonstrate, and implement new technologies to support tomorrow’s power grid.

The Phase Shifting Transformer Project, expected to be completed in 2015-16, is projected to save
about $6.0 million a year in operating expenses, and is funded with short-term debt financing.

The budget supports ongoing capacity expansion of our system to meet customer needs, enhanced
reliability, and maintenance of the current high level of service. These investments are critical for
meeting the energy needs of existing customers and those of new and expanding businesses in the
City of Santa Clara.
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Water and Sewer Utilities

The 2015-16 Water, Sewer, and Recycled Water Operating Budget is $67.6 million, which represents
an increase of 23.0% over the prior year. Most of this increase is due to projected increases for the
cost of water and increased costs associated with the San Jose/Santa Clara Regional Wastewater
Facility (RWF). Excluding the increases associated with the cost of water and the RWF, the increase in
the Operating Budget would be 2.6%. Capital infrastructure replacement projects are needed in both
the Water and Sewer Utilities, which also accounts for a portion of the increase. The cash reserves of
the utilities have been drawn down over the past several years. The Water Utility will need to utilize
capital reserves again this fiscal year.

Declining water sales coupled with the fixed costs of operating the water and sewer systems and
required infrastructure improvements result in the need to increase rates. The City Council held a
public hearing and approved the following rate increases on May 19, 2015:

e For fiscal year 2015-16, increases of 9.5% for potable water and 10.8% for the base recycled
water rates were approved. These increases are due to the increase in wholesale costs for
water from both of the City’s wholesale water suppliers, the impact of reduced water sales, as
well as the escalating cost of infrastructure replacement. The water rate increase translates to
an average increase of $4.32 per month for a single-family residential home using 12 hcf/month
of water.

e Significant sanitary sewer capital replacement needs have been identified in the next 10-15
years, as well as significant capital improvements at the San Jose/Santa Clara Regional
Wastewater Facility. In order to finance these improvements, sewer rate increases will be
necessary. The increase approved for fiscal year 2015-16 will result in a $3.29 per month per
single-family and multi-family residential account based on a 9.5% increase on July 1, 2015.

Capital project expenses are budgeted for $3.0 million for the Water Utility, $0.2 million for the
Recycled Water Utility, and $20.6 million for the Sewer Utility for a total of $23.8 million, resulting in an
increase of $4.2 million from 2014-15 budgeted levels. The CIP budget includes $17.4 million for
capital projects at the San Jose/Santa Clara Regional Wastewater Facility.

The City’s combined utility rates remain the lowest in the nine county Bay Area.
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ANALYSIS OF ESTIMATED RESOURCES AND APPROPRIATIONS

The following summary, Table 2, outlines the estimated resources and appropriations by major
categories, and is followed by an analysis of major City of Santa Clara revenue and expenditure
categories.

Table 2
TOTAL BUDGET

ESTIMATED RESOURCES AND APPROPRIATION CATEGORIES

Adopted Adopted Increase Percent

ESTIMATED RESOURCES 2014-15 2015-16 (Decrease) Change
Property Tax $ 34,355,000 $ 38,704,661 $ 4,349,661 12.7%
Sales Tax 50,020,000 52,690,000 2,670,000 5.3%
Transient Occupancy Tax 15,110,000 17,300,000 2,190,000 14.5%
Other Taxes 4,459,100 4,726,935 267,835 6.0%
Licenses and Permits 5,172,700 7,682,700 2,510,000 48.5%
Fines and Penalties 1,926,300 1,903,300 (23,000) -1.2%
Interest 3,330,955 3,339,639 8,684 0.3%
Other Use of Money and Property 10,175,370 13,304,349 3,128,979 30.8%
Revenue from Other Agencies 5,576,569 5,813,271 236,702 4.2%
Charges for Current Services 467,284,349 520,509,185 53,224,836 11.4%
Contribution In-Lieu 17,468,451 19,218,263 1,749,812 10.0%
Other Revenue/Debt Proceeds 26,596,174 16,086,735 (10,509,439) -39.5%
Transfers From (To) Reserves 13,459,119 11,919,568 (1,539,551) -11.4%
Interfund Transfers 1,269,714 1,849,698 579,984 45.7%
Estimated Beginning Balance 4,254,188 5,155,468 901,280 21.2%
Total Estimated Resources $ 660,457,989 $ 720,203,772 $ 59,745,783 9.0%

Adopted Adopted Increase Percent

APPROPRIATIONS 2014-15 2015-16 (Decrease) Change
Salaries and Benefits $ 171,611,984 $ 191,095,316 $ 19,483,332 11.4%
Other Operating Expenditures 66,489,363 70,493,461 4,004,098 6.0%
Resource and Production 297,275,412 319,649,999 22,374,587 7.5%
Contribution In-lieu & Franchise Fees 18,038,451 19,823,263 1,784,812 9.9%
Interfund Services 25,550,494 27,045,703 1,495,209 5.9%
Debt Service 18,668,328 19,212,132 543,804 2.9%
Operating Budget 597,634,032 647,319,875 49,685,843 8.3%
Capital Improvement Projects Budget 62,823,957 72,883,897 10,059,940 16.0%
Total Appropriations $ 660,457,989 $ 720,203,772 $ 59,745,783 9.0%
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ESTIMATED RESOURCES

Resources available to pay for the expenditures include the beginning balance of each fund, the
estimated revenue expected to be received in that fund, and any transfers from other funds. Property
tax, sales tax, transient occupancy tax, interest income, charges for services, rents and leases, and
contribution in-lieu are major general government revenues received in the General Fund. These
revenues provide funding for general government services such as public safety, public works, parks
and recreation, library, and administration. Key economically sensitive revenue sources for the General
Fund include property tax, sales tax, and transient occupancy tax (TOT). In 2015-16, these three
revenue sources are expected to collect $108.7 million, an increase of $9.2 million over the 2014-15
Adopted Budget. A brief analysis of the major General Fund revenue sources follows, including
references to 2014-15 year-end estimates where applicable.

Property Tax

As a result of the last recession, assessed valuation declined in 2009-10 and 2010-11. As the County
Assessor reduced assessed valuations as a result of Proposition 8 revaluation requests and property
tax appeals, City property tax collections declined. Under Proposition 13, the assessed valuation of
properties held by the same owner from year-to-year is adjusted each year by the lesser of 2% or the
percent change in the October to October California Consumer Price Index (CCPI). For 2015-16 the
adjustment factor based on CCPI is 1.998%.

Property tax revenue for fiscal year 2015-16 is projected at $38.7 million, a 12.7% increase from the
2014-15 budget of $34.4 million. 2014-15 actual collections includes $0.7 million in one-time monies
from the County Education Revenue Augmentation Fund known as ERAF. Assessed valuation growth
on secured property is projected at 6% based on rising home values and the expectation that the
County Assessor will continue to roll off temporary valuation adjustments. Projections currently include
an estimated $1.2 million from the unwinding of the Redevelopment Agency and do not include a
projection of new property taxes generated by development projects that are not under construction.

Sales Tax

Sales tax is the General Fund’s largest revenue source. The 2015-16 projection of $52.7 million
represents 28.9% of General Fund resources projected for 2015-16. Sales tax revenue for fiscal year
2014-15 is projected to be $49.7 million at year-end, or $0.4 million below the budget of $50.0 million.

The 2015-16 estimate represents a projected 6.1% increase over the 2014-15 year-end estimate and a
5.3% increase over the 2014-15 budget. This expected increase is based on projections from our sales
tax consultant, MuniServices. Their estimates are based on individual category/segment projections
with adjustments for known individual business anomalies such as missed payments or misallocations.

MuniServices’ projection also takes into account the annual State of California “triple flip” adjustment.
This adjustment is due to the State’s takeaway of %4 of the local Bradley-Burns 1% sales tax rate which
they used to guarantee their 1994 and 1998 deficit reduction bonds (flip 1). They then directed
counties to backfill the loss to local agencies with property tax revenue from the County Education
Revenue Augmentation Fund known as ERAF (flip 2). The shortfall in ERAF monies is then backfilled
from the State General Fund (flip 3). Because the backfill amounts are made based on estimates, there
is an annual true-up adjustment for any prior year over or underpayment. Due to revenue growth at the
State, they are expected to defease their deficit reduction bonds this summer and unwind the triple flip in
2016. Due to a lag in the payment to cities to make up for the reduction in the Bradley-Burns rate, the
City will receive a one-time payment of about $1.8 million in 2016-17.
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Transient Occupancy Tax (TOT)

Transient Occupancy Tax (TOT) is calculated as a percentage of City hotel/motel room charges. The
City's current TOT rate is 9.5%. TOT revenue is budgeted at $17.3 million for fiscal year 2015-16, an
increase of 3.0% over the 2014-15 year-end estimate of $16.8 million or 14.5% over our adopted
budget for 2014-15 of $15.1 million.

As with sales tax, this revenue source was greatly impacted by the recession, declining from $11.3
million in 2007-08 to $8.1 million in 2009-10, a 28.1% decline. This revenue stream is extremely
sensitive to changes in economic conditions and can vary greatly from year-to-year based on
occupancy rates and room rates. Strong growth the last four fiscal years continued in 2014-15 with
rising occupancy levels and average daily room revenues further boosting collections. Despite
occupancy levels now being near or at record levels, collections for 2015-16 are expected to grow as
average daily room rates continue to climb and Levi's Stadium events have filled hotel rooms on
weekends that were traditionally more difficult to book.

Interest Income

Interest income in all City funds for fiscal year 2015-16 is projected at $3.3 million, the same as the
2014-15 adopted budget level. Interest income for the General Fund is projected at $0.95 million, an
increase of 5.6% compared to the adopted budget for 2014-15. Interest income has been depressed in
recent years due to the continuation of low interest earnings rates as a result of Federal Reserve
actions to hold rates low to foster economic activity. As investments purchased with higher earnings
rates have matured, they have been replaced by investments that are yielding significantly lower
returns, accounting for the drop in revenue collections over the last several years. The Federal
Reserve is anticipated to begin raising interest rates in late 2015 and it is expected that the City’s
interest income will begin to slowly increase as maturing investments are replaced with slightly higher
yielding investments. The City's investment portfolio is managed in accordance with the Investment
Policy approved by Council each year. Interest earnings are apportioned among participating funds
according to their average monthly cash and investment balances.

Charges for Services

Charges for services is a combination of fees and charges levied by City departments for services
rendered (e.g., utility charges to customers, recreation programs fees, engineering fees, planning and
zoning fees, and plan check fees) and cost allocations for services provided by the General Fund to the
utilities and other funds. Across all funds, the budget for 2015-16 is $520.5 million, an increase of
11.4% from the adopted budget of $467.3 million in 2014-15. General Fund charges for services are
projected at $35.6 million for 2015-16, an increase of $4.4 million over the 2014-15 budget of $31.3
million. The increases are primarily due to projected charges for public safety services to Levi's
Stadium (including an enhanced level of service for Super Bowl 50) and fee adjustments to align with
the City Council adopted Budget Principle of full cost recovery.

Rents and Leases

For 2015-16, total General Fund projected revenues from rents and leases are estimated at $10.5
million. This amount is for leases not affected by the Redevelopment Agency dissolution process. As
part of the Redevelopment Agency dissolution process, the County of Santa Clara raised concerns
about whether lease payments from several leases should continue to flow to the General Fund, as
they have per cooperation agreements which existed between the City and the Redevelopment Agency
for many years prior to dissolution, or whether they belong to the Successor Agency where they would
be redistributed to taxing entities based on their proportionate share of property tax distributions.

XVl



City Manager's Transmittal Letter
Operating Budget
Fiscal Year 2015-16

In July 2013, the Superior Court of the State of California granted the County of Santa Clara, the Santa
Clara Unified School District, and the Santa Clara County Office of Education motion for a preliminary
injunction. The revenues from the leases subject to the injunction are being held in a trust account
pending the final outcome of this case. The 2015-16 General Fund budget has been balanced without
any reliance on these monies.

APPROPRIATIONS

Overall, appropriations across all City funds total $720.2 million. This amount is $59.7 million or 9.0%
greater than the adopted budget for 2014-15 of $660.5 million. These amounts include the Capital
Improvement Project Budget which is subject to yearly swings in appropriation depending on project
needs and funding availability (e.g., grant funding). The operating budget portion of the total City
budget is $647.3 million. This amount is $49.7 million or 8.3% higher than the adopted operating
budget for 2014-15 of $597.6 million. The following sections analyze expenditure categories that make
up the majority of the changes in the fiscal year 2015-16 operating budget compared to 2014-15.

Salaries and Benefits

The expenditure category for salaries and benefits across all funds in the 2015-16 budget rose to
$191.1 million, an increase of $19.5 million or 11.4% from the 2014-15 adopted budget. In the General
Fund, this category increased by $14.6 million or 11.2% from the prior year’'s budget. There are two
primary reasons for the overall growth in General Fund salaries and benefits costs:

e Increase in City salaries of $10.0 million or 11.3% from the 2014-15 budget was due to the items
listed below:

o $1.5 million for as-needed public safety staffing and overtime costs related to scheduled
NFL and non-NFL events at Levi’'s Stadium throughout the fiscal year. These costs will
be fully reimbursed to the City with the reimbursements being reflected as charges for
services on the revenue side of the budget.

o $1.4 million for one-time as-needed public safety staffing and overtime costs related to
Super Bowl 50. These costs will be fully reimbursed to the City by the Super Bowl 50
Host Committee.

o $2.9 million for the funding of 14.0 new full-time equivalent (FTE) positions in the
General Fund and the unfreezing of an additional 14.25 FTEs.

o $4.2 million remaining increase is primarily due to negotiated contractual pay increases
for bargaining units which settled in the prior year and merit increases for those
employees not at the top of their salary range. In addition, increases in as-needed
personnel and overtime expenses across multiple departments were budgeted.

e Increase in City share of pension costs of $4.9 million or 18.9% due primarily to higher CalPERS
rates to make up for investment losses during the Great Recession, a lower investment return
assumption, and shorter smoothing and amortization periods. In addition, costs are increasing
due to negotiated pay increases and increased salaries expense from additional budgeted
positions.

XIX



City Manager's Transmittal Letter
Operating Budget
Fiscal Year 2015-16

Position Changes for Fiscal Year 2015-16:

The total adopted benefited position count is 1,054.50 full-time equivalents, or FTEs, representing an
increase of 28.0 FTEs from the 2014-15 budget. The General Fund accounted for 14.0 of the increase
in FTEs which were added to restore service levels and handle additional workload. The departments
which added new FTEs include:

e The Planning & Inspection Department added 4.0 FTEs to handle increased service demand for
permitting services, inspections, advanced planning, and large development proposals. These
position costs are offset by additional development fees. In addition, 6.0 FTEs were transferred
to the City Manager’s Office with the reorganization of the Housing and Community Services
Division.

e The Public Works Department added 3.0 FTEs which includes a transfer of 1.0 FTE from the Solid
Waste Enterprise Fund. The remaining 2.0 FTEs were added to handle the increased service
demand for street and curb maintenance.

e The Finance Department added 2.0 entry-level FTEs in the Accounting Division funded by a
reduction in as-needed funding. These positions will free up other positions to focus on higher
level work.

e The Police Department added 3.0 FTEs to handle the additional demand for service as the City
of Santa Clara continues to grow.

e The remaining increase of 2.0 FTEs were added as 1.0 FTE in the City Manager’'s Office
Housing and Community Services Division, 0.5 FTE in the City Council Office, and 0.5 FTE in
the Library Department.

The following non-General Fund position changes were approved:

e The Public Works Department reduced 1.0 FTE in the Solid Waste Enterprise Fund as a transfer
to the General Fund as part of the consolidation of the City’s Urban Runoff Pollution Prevention
Program.

e The Electric Utility added 10.0 FTEs to keep pace with demand for service and maintenance of
aging infrastructure.

e The Water Utility added 5.0 FTEs to keep pace with demand for service and maintenance of
aging infrastructure.

A total of 14.25 General Fund FTEs were unfrozen, bringing the total number of frozen positions down
to 43.00 in the General Fund and 45.0 across all funds. The majority of the unfrozen FTEs were in the
areas of public safety (3.0 FTEs in Police and 6.0 FTEs in Fire), the Library Department (2.25 FTEs),
and the Public Works Department (2.0 FTEs). An additional $3.0 million is assumed to be saved from
attrition and continuation of a managed hiring freeze (i.e., by holding positions vacant during the fiscal
year).

The Summary of Full-Time Equivalent Positions on pages 1-48 to 1-49 provides more detail of the
positions included in the 2015-16 Budget.
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Resource and Production

The budget for this item for 2015-16 is $319.6 million, up 7.5% from the 2014-15 Adopted Budget of
$297.3 million. The increase is due to projected increases in electric, water, sewer, and solid waste
costs.

ENTERPRISE FUND RATES

Rates in several City Enterprise activities are planned to be increased this year. Increases in the City
Enterprise activities planned for the 2015-16 fiscal year are consistent with contractual cost of living
adjustments for private contractors, implementation of mandated programs, and planned service cost
recovery adjustments.

For Silicon Valley Power (SVP), the adopted budget assumes a rate increase of 3% to 5% in January
2016. Staff will present the rate increase to Council for approval in November 2015. Previously, the
City Council approved a 5% rate increase in January 2015. The Electric Department’s Five-Year
Financial Plan assumes future potential rate increases of 3.5% in January 2016 and 3% in January
2017, subject to further review and to City Council approval. Yet, even with these rate increases, Santa
Clara’s Electric Utility continues to offer among the lowest system average electric rates in the State of
California. As a result, SVP continues to assure the City’s reputation as a low-cost commercial site to
do business and to thrive.

The City Council held a public hearing on May 19, 2015 and the following rate increases were approved
by the City Council:

e The approved water rate increase will result in an average increase of $4.32 per month for
single-family residential accounts. This increase is based on the price per hundred cubic feet
(hcf) of water increasing by 9.5% from $3.80/hcf to $4.16/hcf and an average usage of 12
hcf/month. The base recycled water rate will increase by 10.8%. The impact of the rate
increase will vary by the size and type of the commercial account.

e The approved residential sewer rate increase will result in an increase of $3.29/month on July
1, 2015 for single-family residential and multi-family residential accounts. Commercial and
industrial sewer rates will increase by 9.5% on July 1, 2015.

The rate increases for the water utility are due primarily to the cost of water from the City’s wholesale
water suppliers, the San Francisco Public Utility Commission (through the Hetch Hetchy regional water
system) and the Santa Clara Valley Water District. Other components of the City’s water rates include
operations and maintenance costs including labor, and services from other City departments.

The approved rate increase for the sewer utility is primarily due to increased costs for the City’s share
of operating costs and for capital projects required at the San Jose/Santa Clara Regional Wastewater
Facility where all of the City’s sewage is treated. Other components of the City’s sewer rates include
operations and maintenance costs, including labor, replacement and improvements in the City’s sewer
collection system (capital projects), and the cost of service from other City departments.

Even with the planned and approved rate increases, the combined water, sewer and electric rates
remain the lowest in the nine Bay Area counties.
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The Solid Waste Ultility needed to increase rates to achieve full cost recovery on both operating and
Capital Improvement Project (CIP) expenditures. Garbage service rates will increase by $0.46 per
month for a customer with one can/cart service (32-gallons per week), the Clean Green service rate will
increase by $0.22 per month, the Residential Recycling service rate will increase by $0.07 per month,
and the Clean-Up Campaign rate will increase by $0.52 per month in the 2015-16 fiscal year. There is
no change to the Household Hazardous Waste rate. These rate increases should enable the Solid
Waste Utility to achieve full cost recovery.

The rates for the Storm Drain Environmental Compliance Fee had not been increased since they were
established by the City Council in 1994. The Storm Drain Environmental Compliance Fee revenues
fund the operating and capital improvement project expenditures for the City’s Urban Runoff Pollution
Prevention Program (URPPP). The single-family dwelling rate will be increased from $0.16/month to
$1.04/month per dwelling unit. The multi-family dwelling rates will increase from $0.16/month to
$1.04/month for the first four dwelling units, and from $0.16/month to $0.39/month for each additional
dwelling unit in the complex. The commercial, industrial and other non-residential property rate will
increase from $2.19/month/acre to $14.17/month/acre.

GENERAL CONTINGENCY RESERVE POLICY

The General Contingency Reserve has primarily been funded by surpluses (when surpluses are
available) resulting from General Fund revenues received in excess of expenditures during preceding
fiscal years. There are two main reasons for such excess:

(a) Revenues were higher than anticipated such as from higher than anticipated taxable sales in the
City resulting in more sales tax and/or

(b) Expenditures were lower than anticipated such as from departmental efficiencies.

On an annual basis after closing the City’s books, if there is an operating surplus, the Council approves
the transfer of the surplus to the General Contingency Reserve. The funds are then available for
emergencies and future capital project needs.

In 1985-86, the City Council established a policy regarding use of the City's General Contingency
Reserve, under which two separate reserves were established. The first reserve, the Working Capital
Reserve, is set aside for weathering economic downturns, emergency financial crisis, or disaster
situations. The reserve target is equal to the cost of the City’s General Fund operations for three
months (90-day or 25% working capital reserve). The second reserve, the Capital Projects Reserve,
earmarks funds for a five-year capital-spending program. The minimum target for this reserve is $5
million.

Because of deficits in 2008-09 and 2009-10 as a result of the recession, the Working Capital Reserve
declined from $21.1 million at June 30, 2008 to $2.5 million at June 30, 2010. The Capital Projects
Reserve also declined significantly and had a balance of $2.5 million at June 30, 2010 (below the
minimum target level of at least $5.0 million). As a result of operating surpluses the last few fiscal
years (largely due to expenditure constraints put into place and an improving economy leading to
stronger-than-expected economically sensitive revenue growth), the Working Capital Reserve balance
grew to $27.9 million and the Capital Projects Reserve balance grew to $12.7 million at June 30, 2014.
After funding amounts approved in the 2014-15 Adopted Budget and transfers to or from the reserves
during the year, the unencumbered balance in the Working Capital Reserve is $32.9 million and the
Capital Projects Reserve stands at $7.4 million. The General Fund is expected to end 2014-15 with a
surplus which will allow for additional reserve contributions.
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Working Capital Reserve

The City has experienced unprecedented volatility in General Fund revenues over the past decade with
the dot-com bust and two recessions causing significant revenue declines necessitating the use of
reserves during the down years. The Great Recession, which started in December 2007 and ended in
summer 2009, triggered major declines in economically sensitive revenue sources, causing the
Working Capital Reserve to be called upon.

e At the end of fiscal year 2007-08, the Working Capital Reserve balance was $21.1 million. This
represented 14.8% of the adopted 2008-09 General Fund Budget of $142.2 million.

e At the end of fiscal year 2009-10, the Working Capital Reserve balance dropped to $2.5 million
due to revenue declines caused by the Great Recession coupled with rising costs.

e As a result of operating surpluses in fiscal years 2010-11 through 2013-14, year-end transfers to
the Working Capital Reserve grew the balance to $27.9 million. Although this balance is still
below target, representing 16.6% of the fiscal year 2014-15 adopted General Fund
appropriations of $164.8 million, it demonstrates that good progress has been made in restoring
the fiscal health of the City.

e The adopted 2014-15 General Fund budget includes a budgeted $3.0 million transfer to the
Working Capital Reserve. Based on current year-end estimates, it appears that there will be
significant additional budgetary savings available to transfer to reserves. In addition, the
adopted 2015-16 General Fund budget includes a budgeted $7.0 million transfer to the reserve.

Capital Projects Reserve

The 2015-16 Adopted CIP Budget includes appropriations in the amount of $2.2 million from the Capital
Projects Reserve for essential capital projects. After the close out of projects with remaining balances
and reductions in project budgets for several projects, this will leave the Capital Projects Reserve with a
balance of $5.8 million, above the minimum policy requirement of $5.0 million (additional monies may
be transferred to reserves as a part of the 2014-15 year-end process).

The Five-Year Financial Plan has identified $429.8 million of unfunded project needs. However, the
majority of these anticipated costs, $372.4 million, are for new projects in the Parks and Recreation CIP
Fund where the primary funding source for most new projects is anticipated to be Quimby Act or
Mitigation Fee Act revenues charged on new development projects.
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Land Sale Reserve

In fiscal year 1996-97, the City Council established the General Contingency Reserve for Land Sale
Proceeds (Land Sale Reserve). The net proceeds from the sale of City owned land are held in the
Land Sale Reserve account and interest earned on the funds is available to be appropriated for
General Fund operating expenditures. The balance in the Land Sale Reserve stood at $56.4 million as
of the end of fiscal year 2014-15.

In 2014, the City Council earmarked $10.0 million from the Land Sale Reserve for Youth Soccer Fields
and Athletic Fields. The 2014-15 Capital Improvement Project budget included an initial appropriation
of $2.0 million and the 2015-16 adopted CIP budget includes an additional appropriation of $5.0 million.
The remaining $3.0 million is anticipated to be needed in 2016-17. These fields are additional fields in
a location or locations to be determined, and are not replacement fields for the current Youth Soccer
Park. In addition, the City Council approved a $0.6 million allocation from the Land Sale Reserve to
upgrade field number 3 at the Youth Soccer Park to synthetic turf.

An additional $5.8 million has been earmarked from the Land Sale Reserve as a match for County
Boomerang funds for low/moderate income housing.

Building Inspection Reserve

In 1999-00, Council approved the establishment of a Building Inspection Reserve to account for surplus
funds generated from user fees in the Planning and Inspection Department’s Building Inspection
Division. Funds accumulated in the Building Inspection Reserve are to be used to fund additional
services or projects directly related to the Building Inspection Division and advance and long range
planning activities, and can only be used when Building Inspection revenues are not sufficient to cover
related costs. The balance in the Building Inspection Reserve stood at $7.7 million as of the end of
fiscal year 2014-15.

The 2015-16 CIP Budget includes the use of $2.1 million in Building Inspection Reserve funds for the
General Plan Update ($110,000), GIS Enterprise System ($380,000), Precise Plan for El Camino Real
($35,909), Specific Plan for Lawrence Station ($134,000), Specific Plan for Tasman East ($750,000),
and Specific Plan for the Downtown Focus Area ($650,000) projects. An additional $0.9 million is
included as a transfer to the General Fund to cover 2015-16 Planning and Inspection Department
expenditures related to building activities.

BUDGET AWARDS

The City received the Excellence in Budgeting Award for the fiscal year 2014-15 Capital Improvement
Project Budget from the California Society of Municipal Finance Officers (CSMFQO). This award is
designed for cities with separate documents for capital appropriations and/or long-term capital
improvement plans. The City also received the Excellence in Operational Budgeting Award for the
fiscal year 2014-15 Annual Budget from the CSMFO. Recipients of the excellence award must exceed
a threshold level based on specific criteria designed by CSMFO and qualify for additional criteria of
comprehensiveness and quality of the budget document. This is the fifteenth year that the City has
received an award for its Annual Budget and the nineteenth year for its Capital Improvement Budget.
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SUMMARY

As in past years, revenues have been estimated with a responsible amount of conservatism based on
the most up-to-date information available to the City. A team effort has been used to ensure that
expenditures are at or below revenue expectations. Budgeted expenditures are considered necessary
and proper, taking into account the growth and development of the City, ongoing programs and
projects, and restoration of the maximum level of service to our residents and other stakeholders as is
possible given resource projections and levels of staffing.

In addition to the monthly revenue and expenditure reports submitted to Council, staff will continue the
production of Five-Year Financial Plans designed to show the longer-range impact of financial trends
and budgetary decisions. Any revenue realized for the year in excess of actual expenditures will be
transferred to the City's General Contingency Reserve.

City departments all worked together as a team with the City Manager and the Finance Department in
the preparation of this balanced budget plan. The hard work and dedication of City Department Heads
and employees is greatly appreciated. The policy leadership of the City Council is a reflection of the
City’s status as an All America City. All involved have worked together to ensure the financial stability
of the City of Santa Clara. This budget is fiscally responsible and maintains the level of funding needed
to continue the City’s goal of excellent service to the Santa Clara community. The Annual Budget
(Operating and Capital Improvement Project Budgets) is consistent with the City of Santa Clara
mission, and will facilitate the goals of the Santa Clara City Council.

Respectfully submitted,

e Ly

Julio J. Fuentes Gary Ameling
City Manager Director of Finance/
Assistant City Manager
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Santa Clara

Extfd

All-America Gity

Budget Principles for 2015-16 ‘|"|F

(As adopted by the City Council on January 13, 2015)

2001

The City’s Code of Ethics and Values, especially being Fiscally Responsible, Communicative,
and Service-Oriented, will be used as a guide for decisions.

Budget decisions will be made with long-term implications taken into account, using data from
the Five-Year Financial Plan.

The perception of funding actions, as well as the fiscal impact, will be considered before
budgetary decisions are made.

Focus on projects and services that provide benefit to the community as a whole.

Pursue economic development objectives and strategies to foster new public and private
investment within Santa Clara, and to create employment opportunities.

Continue to pursue ways to ensure ongoing revenues and expenditures are balanced,
recognizing that the City’s General Fund has been significantly impacted by the dissolution of the
City’s Redevelopment Agency and rising pension rates.

Review options for consolidation of functions that reduce operational costs and improve
efficiency.

Any necessary reduction in permanent positions will be accomplished first through attrition and
retirements, with layoffs used only as a last resort.

The implementation of strategies to balance the budget may take time requiring short-term
solutions until ongoing savings associated with structural changes are realized.

In accordance with Council policy, continue to rebuild the General Fund Working Capital Reserve
for the long-term fiscal health of the City.

Inform residents, businesses and employees of any fiscal challenges along with the City’s
responses.

With limited exceptions, establish fees based on full cost recovery where individuals/businesses
rather than the community at-large are benefiting from City services. This preserves limited
unrestricted resources for providing services that benefit the community as a whole.
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Municipal Finance Officers
Certificate of Award

Excellence
Fiscal Year 2014-2015

Presented to the

City of Santa Clara

For meeting the criteria established to achieve the Operating Budgeting Excellence Award.

February 8, 2015

Pamela Arends-King Michael Gomez, Chair
CSMFO President Professional Standards and
Recognition Committee

Dedicated Excellence in Municipal Financial Reporting




ROSTER OF COUNCIL AND COMMISSION MEMBERS
FY 2015-16

CITY COUNCIL

Mayor
Councilmember
Councilmember
Councilmember
Councilmember
Councilmember
Councilmember

BOARD OF LIBRARY TRUSTEES

Ashish Mangla, Elizabeth A. "Betsy" Megas,
Barbara E. Vance, Kathleen "Kathy" Watanabe,
Peter Yoon

CULTURAL COMMISSION

Loretta Beavers, Fatima Fagundes, Eversley Forte,
Estella Ross Lockwood, Kathleen Ryan, Carolyn
Schuk, Usha Srinivasan

HOUSING REHABILITATION LOAN COMMITTEE

Councilmember Teresa O’Neill, Carmen Pascual,
Bianca Placencia, Ken Wright

PLANNING COMMISSION

Raj Chahal, Deborah Costa, Yuki Ikezi, Sudhanshu
Jain, Steve Kelly, Michael O’Halloran, Joe Sweeney

Jamie L. Matthews
Dominic J. Caserta
Debi Davis

Lisa M. Gillmor
Patrick Kolstad
Jerry Marsalli
Teresa O’Neill

CIVIL SERVICE COMMISSION

Mario Bouza, Willie D. Brown, Jr., Brian Doyle,
Carolyn G. McAllister, Pat Staffelbach

HISTORICAL & LANDMARKS COMMISSION

Priya Cherukuru, Stephen Estes, Michael Hyams,
Brian Johns, Robert W. Luckinbill, Regina "Jeannie"
Mahan, J.L. “Spike” Standifer

PARKS AND RECREATION COMMISSION

Charles “Chuck” Blair, George Guerra, Andrew
Knaack, Roseann Alderete LaCoursiere, Tino Silva,
Joe Martinez, Kevan Michael Walke

SENIOR ADVISORY COMMISSION

Wanda Buck, Dwight Collins, ArLyne Diamond,
Ph.D., Barbara A. “Bobbi” Estrada, Samuel Orme,
Alice Pivacek, Nancy Toledo

YOUTH COMMISSION

Samia Abbasi, Delilah Anaya, Meyhaa Buvanesh, Antonio
Davila, Dorian Hans, Genevieve Iben, Caroline Kloes,
Sarisha Kurup, Alicia Luong, Damarah Madriaga, Vyvy
Nguyen, Tamara Pantic, Catherine Petersen, Alyssa

Riley, Ryan Winter

As of July 15, 2015
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CITY OF SANTA CLARA
EXECUTIVE MANAGEMENT TEAM
FY 2015-16

CITY MANAGER
Julio J. Fuentes

CITY CLERK/CITY AUDITOR ASSISTANT CITY MANAGER
Rod Diridon, Jr. Sheila Tucker

CITY ATTORNEY ASSISTANT CITY MANAGER
Richard E. Nosky, Jr. Vacant

CHIEF OF POLICE ECONOMIC DEVELOPMENT OFFICER/
Michael J. Sellers ASSISTANT CITY MANAGER

Ruth Shikada

FIRE CHIEF DIRECTOR OF FINANCE/
William Kelly ASSISTANT CITY MANAGER
Gary Ameling
DIRECTOR OF ELECTRIC UTILITY CHIEF OPERATING OFFICER - UTILITIES/
John Roukema ASSISTANT CITY MANAGER

Alan Kurotori

DIRECTOR OF WATER & SEWER UTILITIES DEPUTY CITY MANAGER
Christopher de Groot Tamera Haas

DIRECTOR OF INFORMATION TECHNOLOGY/CIO DIRECTOR OF PUBLIC WORKS
Gaurav Garg Rajeev Batra

CITY LIBRARIAN DIRECTOR OF PLANNING & INSPECTION
Hilary Keith Kevin Riley

DIRECTOR OF PARKS & RECREATION DIRECTOR OF HUMAN RESOURCES
James Teixeira Elizabeth Brown
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CITY OF SANTA CLARA
ORGANIZATION CHART

ELECTORATE

‘ COMMISSIONS/BOARDS §- — l MAYOR AND COUNCIL (6) '

CHIEF OF POLICE|

— T

————— CITY MANAGER e o o o o o ofe oo e
ASSISTANT ASSISTANT - -
CITY CITY
CITY MANAGER CITY MANAGER ATTORNEY! AUDITOR

s

ECONOMIC DEVELOPMENT
OFFICER/ASSISTANT CITY
MANAGER

FINANCE DIRECTOR/
ASSISTANT CITY
MANAGER

DEPUTY
CITY MANAGER

ADMINISTRATIVE DEPARTMENTS

POLICE FIRE
HUMAN RESOURCES FINANCE
INFORMATION
TECHNOLOGY LIBRARY
PARKS & WATER & SEWER
RECREATION UTILITIES
ELECTRIC PLANNING &
UTILITIES INSPECTION

PUBLIC WORKS

(Reference: City Code, Chapter 2 Administration)
Elected position indicated by the — = — = — « — line.

City Manager serves as ex officio member of and liaison to all boards
and commissions as indicated by the ———————- line.

Mayor and Council appoint City Manager, City Attorney and City Auditor.
City Attorney and City Auditor report into the City Manager as indicated by
the . . . . . « « . line. City Manager is the appointing authority
for all other employees, except elected positions.
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City of
Santa Clara

The Center of What's Possible

The City of Santa Clara has always reflected the progressive, bellwether nature of
California. It is one of the oldest cities in the state, an agricultural powerhouse in the
1800s, and the birthplace of many of the technology innovations that created Silicon
Valley in the 1900s. Today, it maintains its leading edge status as a community that is
nationally recognized for its livability and a city that has a sustainable, bright future
powered by the private investment of billions of dollars in new development and growth
opportunities.

Santa Clara At A Glance

HISTORY

Santa Clara was incorporated in 1852 as a Charter City
with a Council/Manager form of government although it
existed as a community for hundreds of years prior to that
as a village for Ohlone Indians and their ancestors.
European explorers came to the area in the mid-1700s
and settled it as a military and religious outpost. It is
called the “Mission City” in reference to the Mission Santa
Clara de Asis, which opened in 1777 as one of 21 Spanish
missions established by Franciscan padres along El
Camino Real in California.

SIZE

Santa Clara encompasses 18.41 square miles in the heart
of Northern California’s Santa Clara County, also known
as Silicon Valley in recognition of the region’s leadership in
technology innovations that changed the way the world
lives, works, learns and plays. It is part of the burgeoning
South Bay metropolitan area that includes the City of San
Jose, the 10" largest city in the U.S., and the wider nine-
county San Francisco Bay Area that is the fastest growing
region in the state.
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POPULATION

The 2015 population of the City of Santa Clara is
estimated at 120,973" and is one of the most diverse in
the nation with almost 40% of residents born outside the
U.S.? Over half of the population is non-Caucasian.? The
residents are also highly skilled and educated with 52% of
adults holding a bachelor degree or higher’. Median age
is 34.1? and median household income is $91,583.2

More than 13,000 licensed businesses are located in
Santa Clara, ranging from entrepreneurial start-ups, to
longstanding family-owned firms, to the international
headquarters of Fortune 500 corporations. Together these
. Santa Clara businesses represent an employment base of

65,800.2> Almost half the land in Santa Clara is zoned for
commercial use and millions of square feet of new office

il ot and retail projects are under development or in planning
stages, greatly expanding the City’s capacity to accommodate businesses that want to start,
relocate or expand in a high energy, dynamic environment.

CITY SERVICES

Santa Clara is a full service city with its own police and fire
departments and energy, water and sewer utilities. Other
core services include a nationally-ranked library, 32 parks
| and playgrounds, award winning services and recreational
programs for seniors and youth, neighborhood
beautification, free citywide outdoor Wi-Fi, special events
and support of history and art museums and other cultural
and performing arts. In 2015, Santa Clara was named the
7™ most livable city in America because of its outstanding quality of life and opportunities for
individual and business success.
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HOUSING

There are 42,343% households in Santa Clara and housing
stock continues to expand through new transit-oriented
developments that offer lifestyle alternatives to the City’s
traditional single family neighborhoods and carefully
preserved historic homes. The City is in the midst of a
metropolitan area that is one of the highest priced housing
markets in America. Median cost is $980,000* for a single
family home and average asking rent for an apartment is

$2,584.° Santa Clara has invested millions in affordable housing projects that provide 2,300
units for low income seniors, families, homeless and disabled residents.

TRANSPORTATION

INFRASTRUCTURE

\

In addition to its own 240 miles of City-owned roads and
streets, Santa Clara is crisscrossed by State Highway 101
and two regional expressways. Public transit services in
the City include buses, light rail, Caltrain and Amtrak. An
extension of BART into the South Bay will terminate in
Santa Clara, and the Norman Y. Mineta San Jose
International Airport is on the border of the City. Santa
Clara has also placed a priority on providing bike lanes
and completing the San Tomas Aquino/Saratoga Creek
Trail that will link with other trails in the South Bay.

Each year Santa Clara makes significant investment in
maintaining, expanding and improving civic infrastructure
for the benefit of residents and businesses. Its offers the
lowest combined water, sewer and electric rates in the
nine Bay Area counties. Silicon Valley Power, the City’'s

' electric utility, is ranked in the top 5% in the U.S. on
_ reliability’ and is a national leader in utilizing renewable

energy sources. Over the past few years, the City’s water
storage and delivery system has been upgraded and it is

one of the most successful purveyors of recycled water at about one billion gallons each year.
The City is a partner in the San Jose-Santa Clara Regional Wastewater Facility and is
investing $300 million over the next 30 years to update the aging facility and expand capacity.
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EDUCATION

Public schools serving residents of Santa Clara are under
the authority of independent school districts, but the City
' works closely with them to provide quality educational
opportunities for grades K-12 and students attending
Mission College for a two-year degree or professional

_ ﬁf’ T Py X development. Santa Clara University, the oldest institution
& P X of higher learning in California, is located in the historic
. AT == Downtown Quad area of the City and enrolls 5,486

undergraduate students and 3,529 graduate students.’

ECONOMIC DEVELOPMENT

The City of Santa Clara welcomes business, and that
strategic attitude is paying off with billions of dollars in
private investment currently under construction or in the
pipeline.  As these projects come online in 2015, 2016,
2017 and beyond, the City’s economic base is broadened
and diversified, ensuring greater fiscal stability in the future
as well as increased revenues to the City’s budget to
replace the loss of Redevelopment Agency funding.

Development projects include new corporate campuses,
Class A office buildings, housing, retail, entertainment
centers, and mixed use. Two of the largest include: City
Place Santa Clara, a multiphase office, retail, hotel and
residential complex that will be built with a ground lease of
over 230 acres of City-owned land and Santa Clara
Square, a nearly 40 acre residential, retail and office space
complex. More information on new development projects
can be found on the City’s website SantaClaraCA.gov
under the “Development Projects” link.

" California Department of Finance Demographic Research Unit, January 2015 City Population Table
2Us Census Quickfacts 2009-2013

3 California EDD, Labor Market Report, April 2015

* National Association of Realtors Quarterly Report, Q2 2015

5Cassidy Turley Bay Area Multi-Family Market Snapshot, Q2 2015

°pA Consulting Group Reliability Best Practices Report

" Santa Clara University (Fall 2014)
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The Center of What's Possible

COMMUNITY

GEOGRAPHY

Persons per Square Miles

Santa Clara: 6,327.4
County: 1,381.0

POPULATION
Santa Clara

, COnt

tEIEIE
1,889,638

120,973

AGE

Santa Clara County
Median Age Median Age

| j
Age 18-64: Gs%w Age 18-64: 65%

34.1 years 36.2 years

FOREIGN BORN

. Santa o
; Clara: 40%

qk / County: 37%

MEDIAN FAMILY INCOME

Santa Clara

$91,583

County
$91,702

-

County: 1,290.1
DIVERSITY
M City of Santa Clara
| Cotnrty of Santa Gies L’;’:‘:"
Pacific
Islander, or  African
Asian White Hispanic mixedrace American

38% 32% 36% 35% 19% 27% 5% &% 2% 2%

EDUCATION
High School Graduate or Higher

/" SantaClara County
92% 86%
Bachelor's Degree or Higher
Santa Clara County
52% 46%
LABOR MARKET
Labor Force e
Santa Clara: 65,800 s 1o
County: 995,600 R —
non
Unemployment Rate .
Santa Clara: 4.7%
County: 5.2%

! Department of Finance — Census 2010; Quickfacts from US Census Bureau 2009-2013; CA EDD — Labor Market Info, April 2015;
Depattment of Finance — Price and Population Factors used for Appropriations Limits Calculations for 2015-16; Population as of 1-1-2015.

XXXVI

)

= Land in Square Miles
“4 SantaClara: 18.41



Your City Budget 2015-2016 AL

he Center of What's Possible

Where the City Gets Its Money

Revenue and Other Financing Resources (in millions)

Taxes Other
Property Tax $ 38.7 Interest Income 3.3
Sales Tax 52.7 Licenses & Permits / Fines & Penalties 9.6
Transient Occupancy Tax 17.3 Contribution In-Lieu 19.2
Other Taxes 4.7 Rents and Leases 13.3
Misc. Revenue 1.6
Intergovernmental Capital Project Revenue 6.1
Revenue from Other Agencies 3.3 Bond Proceeds 8.5
Highway User Tax 25 Beginning Balance/Reserves/Transfers 18.9
User Fees
Charges for Current Services — Enterprise ~ 474.2 Tptal R_evenue and Other
Charges for Current Services — Other 46.3 Financing Resources $720.2

What Your $720.2 Million Buys

® ® £ §F m
—] 7y 11
$346.3 $101.7 $72.9 $66.4 $19.2
Electric Police, Fire, 9-1-1 Capital Projects Water & Sewer Debt Service

(Communications)

VI T

$20.6 $20.6 $16.1 $12.7 $15.8

Public Works Solid Waste Parks & Finance & City
Recreation Human Resources Administration*

[} 0
B,

LS soa

$9.7 $9.0 $7.7 $1.5

Internal Services Library Planning Convention/Visitors
Inspection Bureau

*Includes IT services, Council & City Manager offices

Exhibit | XXXVII 1500 Warburton Ave., Santa Clara, CA 95050

www.SantaClaraCA.gov



Exhibit 1l

Outside Group Funding

The City will consider funding non-profit community organizations which meet significant community needs or

concerns of Santa Clara residents. Funding is usually limited to not more than one year.

available to groups that provide a service more cost effectively than the City, or because its role in the

community makes it the most logical service provider. Funding in any case is dependent upon City budget

Multi- year funding is

limitations and past performance by the outside group. The City evaluates each request against other funding

sources available to the outside group.

ADOPTED
Bill Wilson Center - $ 57,700 Live Oak Adult Day Services - $ 4,000
Provides family and individual counseling Provides adult day care for dependent
and youth crisis intervention at local schools and disabled seniors.
and grief support services, including
individual and group counseling. Miss Santa Clara Pageant - $ 12,000
Provides an opportunity to receive an
Catholic Charities Long Term Care $ 6,100 educational scholarship.
Ombudsman -
Monitors quality of care to elderly and Next Door Solutions $ 13,187
disabled residents of long-term care Provides case management for residents at
facilities. HomeSafe Santa Clara, a transitional housing
program for victims of domestic violence.
Championship Team Trust Fund - $ 36,000
Funding assistance for championship teams/ Silicon Valley Independent Living $ 5,000
individuals and sports affiliated groups to Provide residents with disabilities education and
travel to state, national and international training on all aspects of how to conduct a housing
competition representing the City of Santa search to transition from homelessness, healtchcare
Clara. facilities or unstable housing to independent living.
Concerts in the Park - $ 3,700 Project Sentinel - Fair Housing - $ 18,798
Provides six concerts at Central Park near the Addresses complaints and undertakes
Pavillion. investigation of illegal housing.
Convention-Visitors Bureau - $ 1,521,526 Project Sentinel - Rent Mediation - $ 61,500
Market City as a tourism and convention Provides advice, referrals, counseling, and
destination. mediation services to tenants and landlords
to resolve disputes regarding rental arrangements.
Heart of the Valley - $ 8,300
Provides transportation for seniors and Saint Justin Community Ministry - $ 11,100
disabled persons who are unable to travel by Provides food assistance to low/moderate
bus or other public transportation, income residents.
collect demographic information on new
paratransit clients and to coordinate and train Santa Clara Ballet - $ 10,000
volunteers for service delivery. Provides cultural, music, dancing,
entertainment and performances for the
enjoyment of all.
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Exhibit 1l

Outside

Group Funding (continued)

Santa Clara Chorale $ 5,000 Santa Clara Unified School District $ 108,450
Provides community choral performances. Extended Day Care/Latch Key Care -
Provides after school care for 3rd-5th graders at Bracher,
Hughes, Montague, Pomeroy, and Scott Lane
Santa Clara County $ 14,240 Elementary Schools.
Healthier Kids Foundation -
Provides community outreach, prevention, Senior Adult Legal Assistance - $ 4,800
and education. Provides free legal services for seniors that
includes advice and referrals, document
Santa Clara Nutrition Site - $ 22,000 writing and legal representation.
Provides daily delivery of meals to severely
disabled, homebound seniors. Triton Museum - $ 289,560
Provides artistic exhibitions and
Santa Clara Players - $ 5,850 educational programs.
Provides theatrical performances for the
entertainment and enjoyment of the United Way Silicon Valley - 2-1-1 Phone $ 5,000
community. System -
Non-emergency information and referral for health and human
Santa Clara Swim Club - $ 20,000 services.
Host swim meets which bring national and
international visitors to our city. YWCA of Silicon Valley - $ 7,500
Provides counseling, shelter and legal services
Santa Clara Unified School District $ 36,000 for battered spouses and their families.
Closed School Site Maintenance -
Total Funding Provided to Outside Groups $ 2,287,311
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BUDGETARY ACCOUNTING

The budget of the City is a detailed operating plan, which identifies estimated costs and program benefits in
relation to estimated revenues. The budget is prepared on a non-GAAP budgetary accounting basis. The
budget includes:

1. The proposed services to be provided during the fiscal year and the associated appropriations to cover the
costs of the proposed programs, projects, services and activities.

2. The estimated revenue available to finance the proposed service levels.

The budget represents a process through which policy decisions are made, implemented and controlled. The
City Charter requires that the City establish a budgetary system for general operations, and prohibits expending
funds for which there is no legal appropriation. The City is required to adopt an annual operating budget on or
before June 30 for the ensuing fiscal year. The procedures followed to establish the budget are as follows:

1. The City Manager submits to the City Council a proposed operating budget for the following July 1.
2. Public hearings are conducted to obtain taxpayer comments.
3. The budget is legally enacted through passage of a minute order.

From the effective date upon which the City Council formally approves the Annual Operating Budget, the
amounts stated therein, as proposed expenditures become appropriations. The City Council may amend the
budget by motion during the fiscal year. The legal level of budgetary control (that is, the level at which
expenditures cannot legally exceed the appropriated amount) is at the object category level within a
department.

The operating budget is prepared at the object category level within programs within departments. Transfers
between object categories within a department and any transfers between departments require City Council
approval. Please see Additional Information Section at the back of this budget document for additional
information on budgets and fund accounting.

GRAPHS AND CHARTS

The following four pages (1-2 through 1-5) depict various budget relationships for the fiscal year 2015-16
budget. The pie charts on page 1-2 show the total City estimated revenues by source and the total City
appropriations by object category.

The pie charts on page 1-3 show general operating funds estimated revenues by source and general operating
funds appropriations by object category. A detailed presentation of general operating fund revenues can be
found on pages 1-26 and 1-27, while general operating fund appropriations by program and department can be
found on pages 1-36 through 1-47.

The four line graphs on pages 1-4 and 1-5 reflect revenue trends for the General Fund's primary sources of
external revenues. The numbers for fiscal years 2006-07 through 2013-14 show actual receipts, while the
numbers for fiscal years 2014-15 and 2015-16 show budget estimates.




City of Santa Clara
2015-16
$720,203,772

Total City Resources

(Dollars in Millions)

Contribution In-Lieu,
$19.2, 2.7%

Interest, $3.3, 0.5%

Bonds, $8.5, 1.2%

Other Revenue,

Charges for Services, $36.4, 5.1%

$520.5, 72.3%

Reserves & Transfers,
$18.9, 2.5%

Taxes, $113.4,15.7%

Total City Appropriations
by Object Category

(Dollars in Millions)

Resource and
Production,
$319.7, 44.4%

Contribution In-Lieu,
$19.8, 2.8%

Interfund Services,
$27.0,3.7%

Capital Improvement,
$72.9,10.1%
Other Operating
Expenditures,
$70.5,9.8%
Debt Service,
$19.2,2.7%

Salaries and Benefits,
$191.1, 26.5%




City of Santa Clara
2015-16
$184,992,229

General Operating Funds
Revenue by Source

(Dollars in Millions)
Charges for Services,

$35.6, 19.3% \

Transient Occupancy
Tax, $17.3,9.4%

Contribution In-Lieu,
$19.2, 10.4%

Other Revenue,
$10.0, 5.4%

Sales Tax, Rents & Leases,
$52.7, 28.4% $10.5,5.7%
Interest Income,
$1.0, 0.5%

Property Tax,
$38.7, 20.9%

General Operating Funds
Appropriations by Object Category

(Dollars in Millions)

Other Operating
Expenditures,
$28.5, 15.4%

Interfund Services,
A $9.2, 5.0%
Debt Service,

$2.5,1.3%

Salaries and Benefits,
$144.8, 78.3%




CITY OF SANTA CLARA
GENERAL FUND REVENUES
TEN YEAR TREND LINE

Sales Tax ($Millions)

$60
$56

$52

$48

$44 — /

$40 N /-/

NG

32
$ N

$28
06/07 07/08 08/09 09/10 10/11 11/12 12/13

13/14

14/15

Est.

15/16

Est.

Property Tax ($Millions)

$42

$38

$34 /

$30 /Iﬁ_.\
7

$22

$18

06/07 07/08 08/09 09/10 10/11 11/12 12/13

*2013-14 includes $6.1 million of one-time monies due to Redevelopment Agency dissolution.

13/14*

14/15

Est.

15/16

Est.




CITY OF SANTA CLARA
GENERAL FUND REVENUES
TEN YEAR TREND LINE

Interest Income ($Millions)
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REVENUE ESTIMATES AND FEE IMPACTS

Fiscal Year 2015-16 Revenue Assumptions

Rate of Inflation 2.7% increase based on actual San Francisco-Oakland-San Jose CPI for
December 2014.
Property Tax 6.0% base increase in City property tax revenue due to projected growth in

assessed values and an additional $1.2 million due to the dissolution of
the Redevelopment Agency.

Sales Tax 6.1% increase based on projections from sales tax consultant.

Transient Occupancy Tax 3.0% increase due to higher hotel occupancy rates and average daily
room revenue.

Interest Income 20% decrease reflecting lower investment yields.

Contribution In-lieu of Tax 10% increase as a result of a projected increase in the Electric Utility’s
2015-16 revenues.

Enterprise Funds Rate and Fee Impact

Rate Type Fiscal Year 2015-16 Rate Change

Electric Utility Rate Up to 3.5% rate increase proposed for January 1, 2016

Water Utility Rate $4.32 per month increase for single-family residential accounts
Sewer Utility Rate $3.29 per month increase for single-family residential accounts
Recycled Water Rate 10.8% (dollar amount will vary depending on size of account)
Municipal Solar Utility No change

Garbage Collection and Disposal Rate $0.46 per month increase for single-family residential accounts
Clean Green Charge $0.22 per month increase for single-family residential accounts
Residential Curbside Recycling Rate $0.07 per month increase for single-family residential accounts
Clean-Up Campaign Charge $0.52 per month increase for single-family residential accounts
Household Hazardous Waste Charge No change

Storm Drain Rate $0.88 per month increase for single-family residential accounts




SUMMARY OF ESTIMATED RESOURCES
BY FUND AND REVENUE CATEGORY
FISCAL YEAR 2015-16

General Special Capital Internal
Revenue Category Operating Revenue Improvement Enterprise Services Totals
Property Tax $ 38,704,661 $ - % - 3 - % - $ 38,704,661
Sales Tax 52,690,000 - - - - 52,690,000
Other Taxes 22,026,935 - - - - 22,026,935
Licenses and Permits 7,682,700 - - - - 7,682,700
Fines and Penalties 1,903,300 - - - - 1,903,300
Use of Money and Property 11,434,098 2,098 - 5,207,792 - 16,643,988
Revenue From Other Agencies 317,000 3,841,271 1,050,000 605,000 - 5,813,271
Charges for Current Services 35,641,886 741,140 3,080,900 474,228,407 6,816,852 520,509,185
Contribution In-Lieu of Taxes 19,218,263 - - - - 19,218,263
Other Revenue/Debt Proceeds 295,456 301,279 - 15,374,500 115,500 16,086,735
Subtotal - Estimated Revenue 189,914,299 4,885,788 4,130,900 495,415,699 6,932,352 701,279,038
Transfer/Designation From (To) Reserve (6,127,039) (2,000,000) 12,143,146 7,667,982 235,279 11,919,368
Interfund Transfers 1,204,969 259,289 1,303,226 (808,267) (109,319) 1,849,898
Estimated Beginning Balance - 1,396,823 887,500 200,000 2,671,145 5,155,468
TOTAL ESTIMATED RESOURCES $ 184,992,229 $ 4541900 $ 18,464,772 $ 502,475,414 $ 9,729,457 $ 720,203,772
SUMMARY OF ESTIMATED RESOURCES
BY FUND AND REVENUE CATEGORY
FISCAL YEAR 2014-15
General Special Capital Internal
Revenue Category Operating Revenue Improvement Enterprise Services Totals
Property Tax $ 34,355,000 $ - % - $ - $ - $ 34,355,000
Sales Tax 50,020,000 - - - - 50,020,000
Other Taxes 19,569,100 - - - - 19,569,100
Licenses and Permits 5,172,700 - - - - 5,172,700
Fines and Penalties 1,926,300 - - - - 1,926,300
Use of Money and Property 8,313,100 2,144 - 5,191,081 - 13,506,325
Revenue From Other Agencies 349,000 3,830,569 800,000 597,000 - 5,576,569
Charges for Current Services 31,264,783 752,687 686,302 427,875,574 6,705,003 467,284,349
Contribution In-Lieu of Taxes 17,468,451 - - - - 17,468,451
Other Revenue/Debt Proceeds 200,200 1,619,974 - 24,665,500 110,500 26,596,174
Subtotal - Estimated Revenue 168,638,634 6,205,374 1,486,302 458,329,155 6,815,503 641,474,968
Transfer/Designation From (To) Reserve (2,335,283) (363,030) 3,728,992 12,193,161 235,279 13,459,119
Interfund Transfers 979,583 269,131 800,068 (776,309) (2,759) 1,269,714
Estimated Beginning Balance - 14,322 537,500 2,850,000 852,366 4,254,188
TOTAL ESTIMATED RESOURCES $ 167,282,934 $ 6,125797 $ 6,552,862 $ 472,596,007 $ 7,900,389 $ 660,457,989




SUMMARY OF APPROPRIATIONS
BY FUND AND CATEGORY
FISCAL YEAR 2015-16

Other Resource Contribution In-
Salaries Operating and Lieu of Taxes & Internal Debt Capital
Fund Name and Benefits Expenditures Production Franchise Fees Services Service Improvement Totals

General Operating Funds:

General Government $ 16,582,077 $ 12,737,271 $ - $ - $ 714332 % - $ - $ 30,033,680

Public Works 14,593,731 2,961,496 - - 1,548,462 - - 19,103,690

Public Safety 88,621,729 7,342,761 - - 5,694,677 - - 101,659,166

Parks & Recreation 11,150,211 3,030,640 - - 858,986 - - 15,039,837

Library 6,728,507 2,064,290 - - 156,272 - - 8,949,069

Planning & Inspection 7,090,393 393,932 - - 217,986 - - 7,702,311

Debt Service - - - - - 2,504,475 - 2,504,475
Total-Gen. Operating 144,766,649 28,530,390 - - 9,190,715 2,504,475 - 184,992,229
Special Revenue Funds 121,570 1,472,639 - - 63,766 - 2,883,925 4,541,900
Capital Projects Funds - - - - - - 18,464,772 18,464,772
Enterprise Funds 44,246,590 32,905,408 319,649,999 19,823,263 17,607,297 16,707,657 51,535,200 502,475,414
Internal Service Funds 1,960,507 7,585,024 - - 183,926 - - 9,729,457
CATEGORY TOTALS $191,095,317 $ 70,493,461 $319,649,999 $ 19,823,263 $ 27,045,703 $ 19,212,132 $ 72,883,897 $ 720,203,772

SUMMARY OF APPROPRIATIONS
BY FUND AND CATEGORY
FISCAL YEAR 2014-15
Other Resource Contribution In-
Salaries Operating and Lieu of Taxes & Internal Debt Capital
Fund Name and Benefits Expenditures Production Franchise Fees Services Service Improvement Totals

General Operating Funds:

General Government $ 14,379,230 $ 12,880,343 $ - % - $ 517598 $ - % - $ 27,777,171

Public Works 13,137,762 2,851,999 = = 1,600,102 = - 17,589,863

Public Safety 78,285,167 4,716,786 = = 5,591,342 = - 88,593,295

Parks & Recreation 10,691,459 2,849,845 = = 767,732 = = 14,309,036

Library 6,476,789 1,678,116 = - 115,333 - - 8,270,238

Planning & Inspection 7,173,017 839,795 - - 224,585 - - 8,237,397

Debt Service = = = = = 2,505,934 - 2,505,934
Total-Gen. Operating 130,143,424 25,816,884 = = 8,816,692 2,505,934 - 167,282,934
Special Revenue Funds 116,158 1,505,750 - - 60,620 - 4,443,269 6,125,797
Capital Projects Funds - - - - - - 6,552,862 6,552,862
Enterprise Funds 39,456,662 33,312,105 297,275,412 18,038,451 16,523,157 16,162,394 51,827,826 472,596,007
Internal Service Funds 1,895,740 5,854,624 - - 150,025 - - 7,900,389
CATEGORY TOTALS $171,611,984 $ 66,489,363 $297,275,412 $ 18,038,451 $ 25,550,494 $ 18,668,328 $ 62,823,957 $ 660,457,989




SUMMARY OF ESTIMATED RESOURCES
THREE YEAR TREND BY REVENUE CATEGORY
FISCAL YEARS 2013-14 THROUGH 2015-16

ESTIMATED RESOURCES Adopted Adopted Adopted
2013-14 2014-15 2015-16
Revenue Categories
Property Taxes $ 31,233,000 $ 34,355,000 $ 38,704,661
Sales Tax 48,400,000 50,020,000 52,690,000
Transient Occupancy Tax 13,000,000 15,110,000 17,300,000
Other Taxes 4,263,200 4,459,100 4,726,935
Licenses and Permits 4,119,000 5,172,700 7,682,700
Fines and Penalties 1,907,300 1,926,300 1,903,300
Interest 3,660,256 3,330,955 3,339,639
Other Use of Money and Property 13,681,900 10,175,370 13,304,349
Revenue From Other Agencies 6,211,719 5,576,569 5,813,271
Charges for Current Services 447,812,006 467,284,349 520,509,185
Contribution In-Lieu 17,051,615 17,468,451 19,218,263
Other Revenue 21,513,663 26,596,174 16,086,735
Transfers from (to) Reserves/Bonds 23,853,488 13,459,119 11,919,368
Interfund Transfers 1,387,075 1,269,714 1,849,898
Estimated Beginning Balance 2,759,065 4,254,188 5,155,468
Total Estimated Resources  $ 640,853,287 $ 660,457,989 $ 720,203,772
SUMMARY OF APPROPRIATIONS
THREE YEAR TREND BY EXPENDITURE CATEGORY
FISCAL YEARS 2013-14 THROUGH 2015-16
PROJECTED EXPENDITURES Adopted Adopted Adopted
2013-14 2014-15 2015-16
Expenditure Cateqgories

Salaries and Benefits $ 159,529,384 $ 171,611,984 $ 191,095,317
Other Operating Expenditures 64,235,244 66,489,363 70,493,461
Resource and Production 277,561,106 297,275,412 319,649,999
Contribution In-Lieu & Franchise Fees 17,626,615 18,038,451 19,823,263
Interfund Services 24,560,854 25,550,494 27,045,703
Debt Service 20,208,825 18,668,328 19,212,132
Total Operating Budget 563,722,028 597,634,032 647,319,875
Capital Improvement Project Budget 77,131,259 62,823,957 72,883,897
Total Projected Expenditures  $ 640,853,287 $ 660,457,989 $ 720,203,772




City of Santa Clara
Expenditure Summary - All Funds
FY 2012-13 through FY 2015-16

(amounts expressed in thousands)

FY 2012-13 FY 2013-14 FY 2014-15 FY 2015-16
DEPARTMENT/FUND NAME Actual Actual Adopted Budget
GENERAL FUND (by Department)
City Council $ 315 % 264 3 338 % 420
City Manager 6,460 6,047 6,753 7,461
City Clerk 969 864 1,156 1,093
City Attorney 1,226 1,333 1,419 1,482
Information Technology 5,978 6,090 6,651 6,856
Human Resources 2,050 2,266 2,432 2,806
Finance 7,926 