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STAFF ANALYSIS: EAST PALO ALTO FISCAL ANALYSIS

INTRODUCTION:

The following report is presented to assist your Council
in better understanding some of the assumptions on which
the East Palo Alto Fiscal Analysis was based and some of
the nuances of the document's findings. Generally, staff
finds the document to be accurate and complete, The cor-
rection by the consultants of several computational errors
which appeared in the first draft of the Fiscal Analysis
has substantially reduced the projected revenue shortfall,
Staff analysis indicates further reductions in cost and
increases in revenues are probable.

The report which follows is divided into three sections:

1. Introduction
2, Budget Analysis
3. Financial Analysis

The Introduction summarizes the consultant's methodologv,
their fiscal and budgetary assumptions and the findings
set forth in the Fiscal Analysis, The Intoduction con-
cludes with a review of staff's findings.

The methodology used by the consultants in comniling
the Fiscal Analysis is as follows:

1. The consultants made an inventory of existing
local governmental service providers, the '
service level orovided and the cost of that
service level, This service level and ser-
vice cost became the Base Case against which
to analyze incorporation alternatives.
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The consultants attempted to define an
acceptable level of municipal services.

In most cases this service level was 7
based upon the existing service level,

For purposes of the Fiscal Analysis it _— e
was assumed that not onlv were current e /

service providers hipghly professional,
but that there was also a high degree
of commitment to the community,

The consultants identified and reviewed
the scheduled capital improvements of
the various public agencies serving the
comnunity, This resulted in the first
comprehensive East Palo Alto Capital
Improvement Program. Identification of
scheduled municipal improvements, and
more importantly, identification of
needed capital improvements not scheduled,
were necessary to determine potential
capital cost during the first years of
city operation.

Based upon the previously gathered in-
formation the consultants prepared a five
year revenue projection for two city al-
ternatives, The first alternative assumed
that the city would only deliver those
services legally required by law. The
second alternative assumed that the city
would deliver all municipal services cur-
rently being delivered to the community
with the exception of fire protection and
library services.

]
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The consultants prepared staffing plans,
based in part upon existing staffing levels,
for each alternative and an estimated budget
for each alternative. The consultant's
estimated cost of delivering municipal ser-
vices was then compared with the projected
revenue and the Base Case.

The Fiscal Analysis makes the following fiscal and budgetary
assumptions which staff believes should be kept in mind when
considering the report.

1.

The community shopping center at University
and Bay is developed prior to the end of the



EPA Municipal Council

{ Page 3

10.

five year period and produces by the end of

that five year period ever $50,000 annually in

sales tax revenue. An additional $50,000 ing o = 333, .
new sales tax revenue is produced by other ~ /
commercial development.

v
4

East Palo Alto voters approve new taxes,

specifically a Utility Franchise Tax and a

Business License Tax. The Utility Franchise

Tax will be borne mainly by the community's B
residents at an average cost of $38.00 per /i 4
household in the 1980-81 fiscal vyear. V4
The County commits to completion of the

road improvements contained in the current
Capital Improvement Program.

The proposed city under each alternative is

a "core city," that is, a city whose financing

does not include discretionary federal or state
grants or subventions which have not been com-

mited or are not reasonably assured.

Modest, but desirable increases in levels of
service are assumed. No decrease in levels
of service are assumed.

Proposed staffing for the city is generally
based on the existing staffing provided by the
governmental agencies now serving the community.

All positions were budgeted based upon the "&&ﬁ;Zf
assumption that the city would have a salary
structure similar to San Mateo County's and - ;
that all employees would receive the highest /
permissible salary.

a
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Enployee benefits and services and supplies .
were estimated as percentages of employee
salaries.

For purposes of the Fiscal Analysis it was
assumed that fire protection services and
library services would be delivered by ' the
current providers.

The consultants assumed a ten percent inflation
rate. All fiqures in the Fiscal Analysis are
presented in constant, 1979, dollars.

Lo ol Ertod="



| \ / 0 ' P
Ex ) /) EPA Municipal Council ta,dh coemad o
: % Sl V/{/—ﬁﬂzien;f
&"_, /Mc}‘&{
= 11. The cost of municipal services as set forth Lhdye e fok,
: " in the two alternatives may vary. / ;y7i
. iy { | "-’/‘_.-f;# é“:\:/
R 12. Modifications to the proposed assumptions g 7
A would affect municipal revenues and the © ponsé

! cost of delivering municipal services.

T? va The Fiscal Analysis sets forth the following findings:

1. There is a deficit in the first years of
incorporation. Based upon the assumptions
stated above it declines steadily over the
five year period examined. In the fifth
year revenues exceeded projected expenditures.
The cumulative four year deficit under
Alternative A is approximately $692,000, the
deficit under Alternative B 1s approximately
$888,000.

2. The community is currently receiving a
subsidy which 1s borne by the remainder
of the County. This subsidy is approximately
s 2885,700 per year. This would amount to
4,428,500 over the next five years if o g2 ESIE
East Palo Alto were not to incorporate. : 2

R
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-/ 3. Inoorporation should net substantially
affect the tost of the community's
municipal services, though it would in-
crease the cost to community residents and
businesses.

4. Under state law, the County is required
to continue providing services during the
first year of incorporation while the city
accumulates tax revenues. This revenue
would amount to $1,263,000 for fiscal year
1980-81 if the community incorporates on
July 1. It was not included in any reve-
nue or cost projections by the consultants.

The primary conclusions reached by staff after review of
the Fiscal Analysis are:

1. The projected four year shortfall under in-
corporation is no more than the cost of the
County's subsidy for one year if East Palo
Alto does not incorporate but continues in
its current status.
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It is cheaper for the County to assist the
community in incorporating now rather than
face the continued cost of delivering munici-
pal services to the community.

The effects of Incorporation on the community
under the proposed alternatives would be in-
creased local autonomy, increased and improved
local political responsiveness, local control
of community police, and local land use con-
trol.

by staff are:

The key to fully understanding the Fiscal
Analysis and staff's conclusions is reading
the entire document. The Introduction and
Summary are more a statement of the con-
sultant's conclusions than a summary of
their findings. By itself, the Introduction
and Summary would leave the reader unable

to imagine how incorporation could ever be
feasible.

Additional findings, opinions and conclusions reached
1

Prudent utilization of accumulated first
year tax revenues would cover clty start-
up costs, estimated roughly at $500,000,
and all deficits during the first years
of city operations.

Sales tax gains projected in the Fiscal Analysis
are overly optimistic and should be discounted
by fifty percent. This would represent a
$§120,000 revenue loss for the two year period,
1983/84 - 1984/85.

The five year revenue growth projected by the
consultants is greater than that allowed by

the Gann Initiative (Proposition 4). 1In

order for the new city to accomodate that
revenue growth, the new city must begin in -
the first year with an appropriation limit
which is greater than the city's actual
proceeds from taxes. This base appropriation
limit will be determined by LAFCo based on in-
formation provided by the public agencies
which will be giving up appropriation authority
to the new city.

Based upon assumptions about existing
programs and funding, methods of organi-
zing local government, and projected per-
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sonnel turnover staff concludes that the
estimated operating cost for municipal
services 1s overstated by appreximately
$200,000 per year.

6. The Council should establish a target date
for incorporation of July 1, 1981 with the
new city assuming the actual delivery of
services on July 1, 1982, With that time-
table and assuming cooperation on the part
of the County and LAFCo, staff concludes
that incorporation is fiscally £easible.

7. The increased cost to the local residents
which are above existing taxes would come
in the form ef a Utility Franchise Tax and
benefit assessments for street lighting and
drainage maintenance. The Utility Franchise
Tax would not have to become effective until
the city assumed municipal operations in
July of 1982. 1In that year the average
annual Utility Franchise Tax per household
would be $50., Added to that amount would
be the benefit assessments which would
affect property owners for drainage mainten-
ance and street lighting which would cost $20.
There would additionally be a Business
License Tax which would affect local businesses.

While staff is of the opinion that there is a certain
amount of '"play" in the standards for public services
delineated in the consultant's report, staff could
not in good conscience recommend incorporation if it
appeared that those standards would be substantially
changed.

Staff cautions that it will be a long time, if ever,
before East Palo Alto can support, from the city's
General Fund, programs beyond the basic programs
indicated,.
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II. BUDGET ANALYSIS:

1,

The budget analysis will concentrate on Alternative B as
Alternative B contains all information contained within
Alternative A,
were determined in the following manner:

Generally city costs in the Fiscal Analysis

A determination was made, based upon data
provided by existing service providers as
to the staffing needed to provide city ser-
vices on a level at least equal to if not
greater than the current service level, ~
Staffing projections for - line service were
based upon the staffing levels currently
provided to East Palo Alto by the County
and or special districts. The staffing
level for general government was based
upon the staffing levels of similar sized
cities.

All positions were budgeted based upon the

assumptions that employees were paid at the

highest step. In classifications which

would normally contain both an entry level

and journey level position it was as-

iume% the position is filled at the journey
evel.

Employees benefits were estimated at 25%
of personnel cost for non-public safety

personnel and 307% of personnel cost for

public safety personnel.

Services and supplies, exclusive of special
contract costs,were estimated at 30% of the
total personnel cost, Contract costs were
added to that 307% figure in order to obtain
a total services and supplies cost.

For purposes of Fiscal Analysis it was as-
sumed that the City would contract for

legal services, engineering services, grounds
maintenance, animal control, civil defense,
garbage collection, traffic signal mainten-
ance, water purchase and sewage treatment and
disposal.

As the consultants indicated in their summary, ''different
conclusions about the cost of municipal services can be
debated endlessly." 1In order to assist you in getting a



e

EPA Municipal Council
Page 8

"feel' for the projected expenditure cost we have pre-
pared a series of cost projections against which you

may compare the consultant's projections. These cost
projections are presented in the form of four "Seenarios"
which begin in the Appendix on Page A-3. The first
Scenario presents basically the same information as
contained within the Fiscal Analysis.

In the next two Scenarios we have taken specific
County of San Mateo positions and built a low budget
model and a high budget model using the same sszaffing
allocations with different gay scales. For instance,
the report's City Manager ($35,000) is compared in
Scenario II with East Palo Alto's Administrative
Officer ($33,528) and in Scenario III with the Deputy
County Manager ($37,089). Some positions do not lend
themselves to this type of comparison and so only the
closest approximating position is considered. For
instance, the Fiscal Analysis' Accountant ($21,000)
is compared in both the second and third Scenario
with an Accountant II ($20,856). An example of our

position cost analysis for these two positions is pre-
sented below.

POSITION COST ANALYSIS

(Example)
Scenario I Scenario II Scenario III Scenario IV
Positon City Manager Administrative Deputy County City Manager
- Officer Manager
Salary $35,000 $33,528 $37,089 $35,000
Position Accountant Accountant II Accountant II Accountant

Salary $21,000 $20,856 $20,856 $21,000
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The fourth Scenario is based upon a salary structure which
staff feels is reflective of the market place. Salaries
within the fourth Scenario are based upon a review of employ-
ment listings in public sector newsletters serving Calitornia.
In a majority of cases this research substantiates the data
presented in the Fiscal Analysis, Staff has not indicated

a difference with the consultant'sfigures unless the annual
position cost is greater than $500 per person or $1500 for
all positions within a particular classification.

Several general observations are in order. The first is
the adequacy of the County's pay schedule which forms the
basis for Fiscal Analysis' cost projections. Generally
speaking salaries paid by the County of San Mateo are quite
competitive with those paid by municipalities. This is
probably partially based upon the cost of living within San
Mateo but also upon the size of the San Mateo County govern-
ment, As indicated in The Municipal Year Book published by
the International City Management Association, the annual
maximum salary per employee is directly related to the size
of the unit of government i.e., the larger the unit of
government the greater the personnel cost for a given

level of service.

Staff would caution against the urge to reduce projected
cost though a wholesale manipulation of the suggested
salary structure. From a cost-benefit standpoint staff
would suggest that the city's intent should rather be
focused on the development of personnel policies which re-
wards the more productive employees and eliminates non-
productive employees. A mediocre salary structure will en-
able the city to hire the services of mediocre employees.
(In the final analysis the city's salary structure will be
determined by the first City Council. Any projection prior
to that time is nothing more than speculation.)

Benefitswithin the proposed budget are projected at 25% of
the personnel cost for non-public safety personnel and 30%
of personnel cost for public safety personnel. In compari-
son, San Mateo County uses a single figure of 25% for all
personnel, By using a higher figure the consultant has
built in a hedge against two budgetary factors. The first
factor is a shift differential normally paid to employees
who work the majority of their hours outside the normal
8:00 a,m. -~ 5:00 p.m, work day. The second is the fact
that employee benefits as a percentage of employee cost

are rising at a faster rate than employee salaries. There-
fore, it is staff's opinion that even though benefits in-
dicated in the consultant's report are budgeted at an
overall rate higher than that paid by the County there
exist sufficient justification in doing so.
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Service and supplies were budgeted at 30% of total employee
cost in the consultant report, Generally speaking, services
and supplies will vary within each municipal function. As
a ball park figure staff estimates that General Government
services and supplies runs about 30% of employee cost.
Police will probably run about 25%. Community Development
services and supplies cost for the functions listed within
the Fiscal Analysis will rarely go over 207% , and, like
police services and supplies will often run less than our
estimate. Community Services (Parks and Recreation) ser-
vices and supplies are high, 60% of the permanent personnel
cost is not uncommon. Public Works, exclusive of capital
improvements, will run in the neighborhood of 40% of
personnel cost. In a new city "front in" expense might
also be a factor to be considered in the first several
years operating cost. To arrive at a more definitive ser-
vices and supplies cost would require compiling an actual
budget which would take several months. As an alternative,
the use of the straight percentage services and supplies
cost across the board seems a reasonable alternative,

One basic adjustment staff would make to the consultants'
methodology is in the use of top step salaries for budget
projections. Every public agency, including the County of
San Mateo, projects potential salary savings in their an-
nual operating. budget. Therefore, while we have not
figured salary saving into the first three tracks we have
figured salary savings into our fourth track estimates.

The methodology employed is based on the following assump-
tions:

1. All positions are filled at all times,
i.e., a termination on one day results in
a hiring on the second day.

2. The city has a five step salary range with 5.7%
between each step. This is the same as San
Mateo County's.

3. All new employees are hired at B step at a
journey level.

4. Employees advance one step for each twelve
months of service.

5. Employee termination is evenly distributed
through the organization and takes place
at regular intervals rather than in a spor-
radic matter.
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6. Finally, we have assumed an annual turn
over rate of 10%. By comparison, San
Mateo County's turnover rate is roughlv
12%, Menlo Park's is higher,

Based upon these assumptlons staff has computed and built
a 3.9% salary savings into the projected persovnc] cost

for each department in Scenario IV, That is; the "Total” Salary'’

for each department as set forth in the fourth .

3.9% less than the total of all positions listed for that
department. This salary savings is carried over into
employee benefit computations. Services and supplies, how-
ever, are based upon pre-salary savings employee cost.

We believe this methodology is a cautious one. Again, it
does not project salary savings from position vacancies
even though a recruitment process to fill position wvacan-
cies takesbetween 30 to 90 days. Additionally, it is as-
sumed that, although there may be several flexibly staffed
positions, new employees are hired at the second step of
the journey:level.

This 3.9% salary savings is based upon a turnover rate which
would not, theoretlcally, come into play until the second
year. However, it is doubtful that all emplovees would be
hired the first year at the top step. Therefore, in the
first year of city operations the city could probably ex-
pect personnel cost even less than those projected. Staff
would suggest however that the city will need experienced
qualified personnel and it is doubtful that the city staff,
as a whole, would be hired below the third step of this
theoretical salary structure. Therefore nio effort has been
made to provide special consideration for first year city
personnel cost, instead the 3.9% has been used for the first
year,

One final general comment on the budget analysis is the con-
sultants assumption that city costswill rise at the same
rate as the Consumer Price Index, that is, that the rlsing
cost of government services will be equal to the rate of in-
flation. Such may not be necessarily be the case. Labor
cost particularly, have not kept pace with the rate of in-
flation. If this trend continues, labor intensive organi-
zations, such as local government, mav expect to see person-
nel cost, the majority of municipal budget, decrease in
real dollars,  California state and local government growth
for the five year period prior to Proposition 13 had been
about 4% per year. (The consultants assumed a 10% per year
inflation rate.) At the same time the new city may see
personnel cost decreasing in real dollars,some services and
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supplies, particularly those made from oil based products
and those requiring large amounts of energy for manufacture
or use can be expected to increase. Overall, based upon
existing trends, it would not be reasonable to expect the
city budget to decrease one or two percent per year in real
dollars., Aside from noting this phenomenon no data is
generated based upon it,

As previously stated the budget analysis covers only Alter-
native B, This is for two primary reasons: First, Alter-
native B contains all services and personnel indicated in
Alternative A; second, it is staff's opinion that the mu-
nicipal functions delineated in Alternative B provide the
optimum city structure.

The following narative should be read in conjunction with the
Comparative Cost Report in the Appendices, pages A 4-12,

GENERAL GOVERNMENT

Total salaries for the City Council are $9,000 a vear or

$1,800 each member. A schedule for permissible City Council
salaries is contained within the Government Code. The salaries
for council members of cities with populations of up to 35,000
is limited to $150 per month per council member unless the
voters approve a higher salary,

It is assumed that the City Attorney would be a contract, part
time, position. Generally a city has to have a population of
around 50,000 before it is economically feasible to consider a
full time attorney. The contract cost is listed at $30,000,
The basic retainer service would undoubtedly be less, say
around $20,000, On top of the basic retainer services the city
would pay litigation cost and court time which would generally
run an average of an additional $10,000 a year for a city the
size of East Palo Alto.

The City Manager's salary is shown at $35,000 a year. This
appears to be reasonable, A May, 1979 survey published by the
International City Management Association cited the mean salary
of City Managers in the western United States in cities with
populations between 10,000 and 25,000 at $33,915. 1In the
Fiscal Analysis the City Manager is also indicated as the City
Clerk., It is quite common in cities the size of East Palo Alto
that the Manager and the Manager's Assistant will share various
city functions which are part time efforts such as City Clerk,
Finance Officer, Personnel Officer, etc. How the pie 1is split
will depend upon the specific skills of the individual involved
and the desires of the City Council. Here it is arbitrarily
indicated that the Manager serves as the Clerk and the Manager's
Assistant serves as the Finance and Personnel Officer. The
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salary of the Manager's Secretary is listed as $15,000 per
year which appears to be the going rate.

In small and medium size cities where the Manager has an
Assistant, the Assistant often functions as an unofficial
department head in charge of all administrative/management
services., The A88istant's salary at $25,000 per year is
competitive with the salaries offered assistant managers in
cities of up to 30,000 in population.

The Accountant is a technicallyv skilled individual who would
generally serve as the Assistant Finance Officer and Pur-
chasing Agent. The workload is such that the Accountant
would normally need the assistance-of an Account Clerk for
general accounting, payroll and purchasing services. An
additional Account Clerk would be needed to service the
water service accounts. This second Account Clerk is in-
dicated under the Public Works Department. While finan-
cially the position would be charged to the Water Division,
functionally, in a city, this size the individual would prob-
ably work in the Finance Office of citv administration.

It is common within mid-peninsula cities that the contract
for garbage services is handled as a part of the Finance
function and though not indicated staff would suggest that
this could well be the case in the City of East Palo Alto.

The consultants indicate the need for two Administrative
Assistants, While this provides a higher level of management
assistance than would normally be found in a city. this size,
one being sufficient, it does offer a flexibility which
would be to East Palo's advantage. Functionally, staff

could see one of the Administrative Assistants dividing

time between personnel work and benefits/insurance. The
second Administrative Assistant's time would be split between
Public Information and Grant Research/Coordination.

Two Staff Clerks round out the General Government service
level suggested by the consultants,

Again, while staff feels that the service level is somewhat
high, due to the second Administrative Assistant position,
that position should be considered a priority which would

pay its own way. Staff believes all salaries indicated in
the general government section are justified. However,,h staff
believes that the consultants made an error in methodology in
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computing 25% for employees benefits for the Council, Staff
is unaware of any city the size of East Palo Alto which pro-
vides benefits to the city council. Second, if the city
did choose to provide benefits to the Council the cost of
benefits would exceed the Council Members salaries, rather
than be 257% of those salaries. Staff has therefore re-
computed the General Government cost to include the city
council's salaries after, rather than before, the factor-
ing of employee benefits. With this correction and the

3.9% salary savings staff finds that the cost for General
Government, based upon the staffing and assumptions in-
dicated in the report,would be approximately $11,500 less
than suggested in the Fiscal Analysis.

POLICE SERVICES

Police services have a total of 37 personnel, 29 sworn and

8 non-sworn. This provides for the same number of person-
nel as is. currently assigned to East Palo Alto by the
Sheriff's Department and the Highway Patrol. The City
Police Department is headed by a Director of Public Safety
at a suggested salary of $30,000 per year. The title
Director of Public Safety rather than Police Chief is sug-
gested to designate responsibility for coordination with
Menlo Park Fire Protection District. Frankly, it is staff's
belief that East Palo Alto cannot afford an individual

who is unwilling to assume other public safety responsibilities.
The suggested salary at $30,000 is somewhat high for a city
this size but reasonable given the size of the suggested
department and the expectations of the community. The
Public Safety Director is assisted by a Lieutenant who has

a suggested salary of $26,500 a year.

Five Sergeants and 22 Officers round out the sworn person-
nel, A possible staffing plan would be to have a Sergeant
and two Officers working full time on investigations with
the remainder in patrol and traffic enforcement. As a
simple method of understanding police deployment envision
four partol teams of five Bolice Officers each headed by a
Sergeant working 12 hour shifts four days on, three days
off, three dayson four days off. A cycle is completed
every two weeis (see example). This works out to an average
of 2,184 hours per man year as compared with 2,080 hours
for a forty hour per week, fifty two week-year. Assuming
San Mateo County vacation, holiday, and sick leave
structures and a 50% sick leave utilization each individual
would miss 20 shifts per year. The origihal six person
team, including the Sergeant, would in actuality have: only
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five (5) people on duty during the majority of the year.
Numerous other staffing possibilities exist. This one is
presented because it make comprehension of 24 hours 365
day per year coverage realitively easy,.

12 PLAN - TWOQ WEEK CYCLE

Sun. Mon., Tues. Wed, Thurs., Fri, Sat.

 Day Team
~ on Duty A-Team A-Team A-Team A-Team B~Team B-~-Team B~-Team
o
§ Night Team

on Duty C-Team C-Teanm C~-Team D-Team D-Team D-Team D=Team

Day Team
— on Duty A-Team A-Team A-Team B-Team B-Team B-Team B~Team
[
% Night Team
2 on Duty C-Team C-Team C-Team C-Team D-Team D-Team D-Team

Staff concurs with the salaries suggested for the Police
Officers ($20,000) however staff believes that the salary
suggested for the Sergeants is somewhat high and therefore
in " Scenario "IV .has ' recomputed the Sergeant's salaries
at $23,500 per year rather than the $24,000 suggested in
the Fiscal Analysis.

Of the non-uniformed personnel, the Dispatcher-Clerks are
subject to the same 24 hour 365 day per year requirements
as the Police Officers. The subject of the Dispatcher-
Clerks is a particularly aggravating one. It turns out
that within the Menlo Park Fire Protection Districts'
boundaries, Menlo Park Fire does itsown dispatching,
Atherton Police does its own dispatching, Menlo Park Police
does it own dispatching and East Palo Alto would do its own.
All to serve a population of approximately 60,000,
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The suggested staffing plan and budget indicates two Com-
munity Service Officers at $15,000 each. Although staff
has no disagreement with the salary or need for the Com-
munity Service Officers, staff suggests a modification

in the financing from that shown in the Consultant'sreport.
The consultant'shad been asked to prepare the Fiscal Anal-
ysis without making gross assumptions about uncommitted
grant funds., Financing of the Community Service Officers
provided an exception to this general rule however,

Over the past several years the Sheriff's Sub-Station has
had several programs which involve Community Service
Officers, None of these programs have been financed by

the General Fund, all have been financed by special grants.
Such is the case with the current Community Service Officers
attached to the Sub-Station, The current Community Service
Officers are financed by a $50,000 per year crime preven-
tion grant. The program is now in its second year and may
be renewed for a maximum of five years. It seems reasonable
to assume that if the program meets its performance objec-
tives funding will be provided for the remaining three years.
At the same time it seems reasonable to assume that if the
program does not meet its objectives and AB90 funding is
discontinued the city would not pick the program up, For
this analysis we have assumed that the program continues to
successfully meet its performance objectives, that AB90
funding continues for the entire five year period and that
the city picks up the program after the five year period.
Therefore, in the five year projection of revenue contained
in the Appendix, $50,000 in AB90 funding is included for the
first three (3) years of the revenue projections,

In our fourth Scenario rather than figuring emplovees benefits
for sworn personnel at 30% and employée benefits for non-

sworn personnel at 25% we have used 30% for all public
safety personnel. This provides a built-in hedge for shifts.
differentials and overtime costs. Service and supplies are,
as in the report, budgeted at 30%, With the adjustments

to the salaries for the Police Sergeant, the 3.9% salary
savings and the adjustment to employee benefits our forth
Scenario computation is $33,800 less than that suggested by
the consultants.

COMMUNITY DEVELOPMENT

Staff believes that the suggested salary of $25,000 per
year for the Director of Community Development is too low.
A review of recent job listings for Community Development
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Directors in similar size cities suggest that given the
stated organizational structure, a salary in the neigh-
borhood of $26,000-28,000 per year is more in line with
the current market demands. Staff believes that the two
staff Planners, one Associate and one Assistant, suggested
by the consultants, in addition to the Community Develop-
ment Director, is a significant increase in planning
services over that currently being provided to :the com-
munity. It is perhaps even higher than a city the size

of and as fully developed as East Palo Alto would warrant.
Such a high level of planning capability would however en-
able the city to provide a substantially enhanced level of
code enforcement and as such staff.can see justification
for the position from a service demand standpoint. Staff
would however place this enhanced planning capability at a
lower priority than the second Administrative Assistant.
In seeming contradiction to the previous statement staff
believes that freezing one of the planning positions to an
Assistant Planner level is a false economy when considering
the turnover rate that would be created by such a lack of
upward mobility. We have therefore in the fourth Scenario
calculated both Planners as if they were ' Associate .
Planners.

Staff believes that the Building Inspector's salary, while
adequate, may be slightly low. However, we do not believe

it so low that a reestimate is necessary. At the same time
we believe that the workload is such that rather than des-
ignating an individual as a "Building" Inspector, a design-
ation of General Inspector would be more appropriate. S
Based upon the changes indicated, our fourth Scenario su rests
a total Community Development cost of approximatelym$6,2%%
more than that suggested in the report.

PARKS & RECREATIONS

The consultant's designation of Park and Recreation services
being delivered by a Department of Community Services rather
than the more traditional Parks and Recreation Department
represents a feeling on the part of the consultants that in

a community such as East Palo Alto the human services pro-
vided by the municipality should not be limited to recreation
services but rather, within fiscal constrants, should include
a more comprehensive approach to Human Services. Staff con-
curs wholeheartedly with this belief and envisions a Com-
munity Service Department which would intergrate the more -
traditional recreation services with services similar to
those currently provided by the Council's Youth Services
Program and Community Resource Center. For budgetary pur-
poses however we are concerned with only those positions
which would be funded with non-grant sources of funding.
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This core staff should have the capacity to provide for
the more traditional park and recreation programs and over-
see grant funded community service programs.

The consultants have therefore proposed a core staff of
four individuals including a Director of Community Services,
a Recreation and Leisure Manager, a Culture Development
Program Manager, and a Staff Clerk. To provide for recre-
ation programs the consultant had budgeted $20,000 in extra
help money. Park maintenance is provided through contract
at a cost of $40,000,

In their discussion of programs offered by the Ravenswood
Recreation & Park District the consultants point out that
in comparison to other cities the Recreation District's
programs are quite limited. In their discussion of Dist-
rict revenues, the consultants provide a clear indication
of why these services are limited. In 1978-79 Ravenswood
Recreation and Park District raised about $4,300 per vear
in revenue from fees and rentals. This provided about 2.5%
of the Districts revenues, It is not uncommon in other
cities to find that as much as 20% of the operating budget
for recreation services comes from fees or "pay as you go"
programs. A good fee program would greatly enhance the
recreational opportunities available to the community.

The consultants have, we believe, made an error in method-
ology in that they have budgeted for employee benefits for
the part-time, seasonal, extra-help employees. In no city

of which staff is aware are employee benefits nrovided to
part-time seasonal recreation instructors. We have there-
fore in our computations recomputed the consultant's figures
in Scenario I to indicate the extra-help money being added in
after employee benefits for permanent employees are figured.
At the same time, in recognition of the higher service and
supply cost for recreation programs, we have budgeted the
service and supplies at 40% of employee cost rather than the
30% used throughout the remainder of the report. (40% plus
the $20,000 extra help money equals the 60% mentioned on
page 10 of this report.)

Staff disagrees with the consultants in their suggested
salary for two positions, the Director of Community Services
and the Recreation Manager. Although, the suggested salary
for the Director of Community Services at $22,000 is ap-
proximately $1,000 per year more than currently earned by the
Youth Services Programs' Coordinator we feel that it is low
when compared with similar positions advertised within the
last year. Staff believes that a salary in the range of
$24,000 per year is probably more accurate. At the same time
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staff feels that the Recreation Manager's salary at $18,500
is extremely generous to say the least. Apparently the con-
sultants envisioned the Cultural Development Manager and
Recreation Manager as being co-equals under the direction
of the department head. Staff is of the opinion that this is
just too elaborate a .bureaucracy for a city of this size.
The Recreation Manager would in realtiy be a Recreation
Supervisor, coordinating the activities of the part-time
extra-help people and reporting to the Cultural and Leisure
Service Manager. We have therefore computed the Recreation
Manager's salary . at $16,00 per year. (See chart below).
Based upon the indicated.adjustments our fourth Scenario
suggests a total cost for this serVvice of approximately
$8,700 less than the consultant's figure.

DEPARTMENT OF COMMUNITY SERVICES
Proposed "Organdzation Chart

FISCAL ANALYSIS . STAFF REPORT
Director of Director of
Community Services Community Services

|
| : [ i

Recreation and Cultural Develop- Cultural and Grant Programs
Leisure Manager| ment Program Man- Leisure Services
ager Manager
l
Grant Programs _ Recreation
Supervisor

The proposed permanent full-time Community Services staffing
level is higher than that normally delivered to cities this
size, but is consistent with the non-city funded program re-
sponsibilities expected of the Department.
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We have so far in our discussion of Community Services left
out park maintenance., This is deliberate as Park mainten-
ance is a functionally different animal from the Recreation
and Human Services discussed. '

The consultants have budgeted $40,000 for contract gardening.
Currently Ravenswood Recreation & Park District budgets ap-
proximately $30,000 for Park maintenance. Staff believes
that the $40,000 figure cited in the Fiscal Analysis is just-
ified for several reasons. TIirst, the current level of Park
maintenance is less than satisfactory. Second, with incor-
poration and the absorption of the Recreation District and
Sanitary District by the city there will be the additional
2% acres of Martin Luther King Field to maintain,

National averages indicate that as a rule of thumb it takes
one full-time Park maintenance person to maintain five acres
of park land. This would suggest that if the city were to
choose to provide park maintenance internally two gardeners
would be needed. As an exercise we have therefore in our
third Scenario established a sub-total for two gardeners
using the County of San Mateo's current salary structure,
The Fiscal Analysis, indicates a cost of approximately
$54,000, or $14,000 more than the contractcost. This small
cost suggests that, unlike legal services, the city at an
early date may very well consider having park maintenance
provided by city staff if the city feels it can get a higher
level of service from in-house employees. Staff sees the
responsibility for Park maintenance, whether provided
through contract as suggested or in-house as being within
the Public Works Department's domain rather than Community
Services. We have however indicated Park maintenance as a
function of Community Services to provide consistency with
the existing situation.

PUBLIC WORKS

The Public Works Department is delienated in the consultant's
report as primarly responsible for delivering various city
field services to the community. Primarly the field ser-
vices would include street maintenance, water services,
sanitary services and drainage maintenance. Additionally,
the department is responsible for the contract administration
of garbage collection, street lighting, engineering services,
and traffic signal maintenance. As previously indicated it
would be staff's suggestion that contract administration

for garbage collection would better be administered by city
administration. At the same time, staff beleives park
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Maintenance would more properly be a function of Publie
Works than of -Commnunity Services.

Up to this point, staff has generally concurred with the
consultant's approach to estimating municipal cost. This
approach is generally a bottom up approach in which the
consultant has estimated the personnel necessary to de-
liver particular line services and then built the wvarious
departments up from that point. The Public Works budget,
however, has what staff feels are serious shortcomings.
Staff disagrees with the consultants methodology on a
number of points. This disagreement should not, however,
be interpreted as dissatisfaction with the consultant's
work., On the contrary, the shortcomings within the Public
Works analysis are to be expected given the amount of

time left.when the consultant reached that point in the
project, The consultants have, for the most part, cor-
rectly estimated the personnel needed to carry out the
Public Works functions, they have taken into consideration
the special funding nature of the proposed functions and
they have considered city overhead expensesin support of
the Public Works functions,

The principle point of disagreement is in the assignment of
personnel to the various Public Works divisions. While the
consultants have a fair handle on most of the personnel
needs, the assignment of personnel to the various divisions
was, in staff's opinion illogical. Because of the special
funding nature of most Public Works functions this has re-
sulted in certain services subsidizing other services.

Staff has therefore in its computations redefined the per-
sonnel assignments within the Public Works department to
show a different organizational structure. We have

started by reverting to the bottom up approach of defining
exactly what the personnel requirements are to deliver any
particular service. Sanitary services, for instance, re-
quire. a two person team., Water services require three
Maintenance Workers, a Supervisor and an Account Clerk.
Street patching, requires a driver and two maintenance
workers, Additionally, there would be a need for a General
Manager, a Foreman or Maintenance Supervisor, a Vacation
relief worker and a staff clerk. The cost of the support posi-
tions would be prorated to the §ervice Divisions.

?y placing five people within the Streets Division they have
inadvertently made the Streets Division bear the entire

cost of general line supervision and vacation relief for

the remainder of the Department. Additionally, by placing
the Account Clerk in Public Works Administration they have
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charged the Sanitary and Street Division a cost which is
solely the responsibility of the Water Division.

In arriving at our scenario IV Maintenance Worker cost we
have constructed a multi level Maintenance Worker salary
schedule rather than using specific classifications such
as Street Maintenance Worker, Water Maintenance Worker

and ° Sanitation Maintenance Worker. The Journey level

in the Water and Sanitary Divisions would be a Maintenance
Worker II at $17,000 per annum. Each division would have
a Maintenance Worker III as a Lead Worker. The Journey-
man level in the Streets Division would be a Maintenance
Worker III at $19,000 per annum. “The Lead Worker for

that Division would be a Maintenance Worker IV. The posi-
tion authorization for the Maintenance Worker classifi-
-cations is shown in the chart below. A general Maintenance
Worker salary structure is normally employeed in small

and medium sized cities.

POSITION AUTHORIZATION
FOR MAINTENANCE WORKERS IN
STREETS, WATER AND SANITARY DIVISIONS

. Streets Water Sanitary
Position Salary Division Division Division
Maintenance $15,000 3a 1l a
Worker I
Maintenance 17,000 2 a 3 a 1 a
Worker II
Maintenance 19,000 2 a 1 1
Worker III
Maintenaegg 21,000 1

T

TOTAL AUTEORIZED 3 4 2

a: Flexably staffed. Not to exceed a combined total of Division Authorization.
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Staff believes that the salaries suggested by the con-
sultant for the Director of Public Works, who in actuality
is_a General Manager, is too high. We have compared that
salary with the salary of a County Road Maintenance Super-
visor II and Associate Civil FEngineer and additionally
have made a review of the market place and believe that a
salary of $28,000 a year is more in line than the proposed
$30,000. If the General Manager were in reality a Public
Works Director and a Register Civil Engineer, $30,000 a
year would be more in line. As previously stated however
under the proposed model the city would contract for
Engineering Services.

We find no justification for the Administrative Assistant
position. The Administrative Assistant position was in-
cluded by the consultant to handle contract administration
for Public Works. Even prior to the modifications of the
contracts administered, a full-time position was not just-
ified. We have, therefore, deleted this position in all
but the First Scenario.

As previously stated, in our computations we have moved the
Account Clerk to the Water Division and moved the Street
Maintenance Supervisor and one Street Maintenance Worker to
Administration or staff support. We concur with the salary
for the Street Maintenance Supervisor, whom we could clas-
sify as an overall Maintenance Supervisor, but disagree with
the idea that all Street Maintenance Workers should be bud-
geted at the advance salary indicated. Within the San Mateo
County organizational structure the salary ordinance allows
only about 50% of the total Road Maintenance Workers to
receive this advance step. We have therefore in our Fourth
Scenario budgeted the relief worker (Street Maintenance
Worker) as a Maintenance Worker II at $17,000 per year.

Using the above and previously stated criteria we have in
our Fourth Scenario suggested a Maintenance Worker IV and
two Maintenance Worker IIIs for the Street Division. 1In the
Water Division, we have shown a Maintenance Worker II to
serve as a lead person and three Maintenance Worker II's in
addition to the Account Clerk. 1In the Sanitary Division,
our Fourth Scenario shows one Maintenance Worker III and one
Maintenance Worker II.

We believe the work performed by Sanitary Maintenance Workers
is more closely akin to that performed by Water Service Workers
than that performed by Road Workers. Therefore, we have based
the Sanitary Workers classifications on those used for the
Water Service Workers. Additionally, it should be pointed out
that these salaries are considerably higher than currently
paid to the Maintenance Workers employed by the East Palo Alto
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Sanitary District.

The "Corporation Yard" appears to be a weak point in the
report. We find no justification, for instance, for the
Corporation Yard Supervisor. Supervisor of what? We
believe that the suggested salary of "Equipment Mechanic"

is low and that need would justify a general Automative -
Mechanic rather than Equipment Mechanic. A survey of the
going rate for a Journey Mec¢hnic indicates that a Mec--
hanic would make in the neighborhood of $19,000 a year
rather than the $16,500 salary suggested. Also, it is er-
roneous, in our estimation, to charge the cost of the
Mechanic solely to the Public Works Divisions and to assume
that Vehicle Maintenance would be a net increase in city
cost. Rather, staff assumes that the city, as most cities,
would include the cost of Vehicle Maintenance along with the
cost of vehicle replacement in the "rental' cost charged to
the various vehicle users. The overall 30% services and
supplies computation adequately justifies this assumption.
Under this assumption there would be no additional net city
cost for Vehicle Maintenance and the distribution of the
charges would also not be a 1Q0% cost to Public Works. 1In
fact, based upon San Mateo County data we would estimate that
as much as 80% of the Vehicle Maintenance cost would be
charged to the Police Department. The Police Department would
have over 507 of the total city rolling stock and would use
that rolling stock much more extensively than the other de-
partments. Finally, it is questionable whether one Mechanic
could handle all the cities vehicles. Staff assumes that
overload work would be contracted out.

In our Scenario I computations we have assumed that the
Corporation Yard Supervisor is a net city cost and that the
cost for Vehicle Maintenance is offset by service charges °
to services and supplies accounts. In the remaining scerario
we have deleted the Corporation Yard Supervisor position and
offset the Vehicle Maintenance cost.

Using the criteria and assumptions discribed, plus other factors
discussed later,we have computed a Public Works operating

cost of $141,800 less than that contained within the Fiscal
Analysis.

In both city alternatives it is suggested that engineering

be provided by contract rather than having an in-house
Engineer. Staff concurs with this view but points out that
it is a judgement question. There seems to be little justi-
fication for an in-house Engineer in a community as fully
developed as East Palo Alto. Additionally, Engineering costs
quickly have a way of getting out of hand. Cities usually
find that if they hire an in-house City Engineer they also
end up hiring an Engineering Aide to do a lot of the leg work
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which the Engineer considers menial. By the same token if
Engineering is placed within the traditional Public Works
format you will often find that the Public Works Director

is an Engineer with many years of Engineering experience,
and therefore commands the salary of an Engineer., Function-
ally however, the Public Works Director is a General Manager
who does very little actual Engineering. The Engineering is
actually handled by a second FEngineer and Engineering Aide.
(There are exceptions however it seems to work this way more
often than not.)

While Engineering has been budgeted within Public Works,

staff would functionally see Engineering as a part of Community
Development. This functional arrangement is becoming more
common in medium sized progressive cities as it centralizes
design responsibilities in one department, Community Develop-
ment, and allows the Public Works Department to devote full-
time to the provision of public services such as roads, water
and sanitation.

Not included within the Public Works' services and functions
is Street Sweeping services. Street Sweeping is now pro-
vided on sixty percent of the community's thirty-eight miles
of streets. As Street Sweeping is not available to the
whole community staff would assume that if the city elected
to have Street Sweeping it would be financed through a bene-
fit assessment or service chargeswhich would offset the cost
of the service. As such there would be no net increase in
city costs. If the city did choose to have the streets
which presently receive street sweeping services swept on a
weekly basis staff estimates, based upon conversations with
Public Works, that the service as an incremental cost would
cost approximately $40,000 per year or six to seven dollars

per household. Departmental and city overhead charges would
add to this cost. '
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FINANCIAL ANALYSIS:

The financial analysis of funds the city could expect to re-
ceive in its first five years of operation is the real meat
of the consultant's study. From staff's limited knowledge
of this area the work appears to be quite solid. Staff's
comments are largely limited to pointing out certain con-
siderations and assumptions employed by the consultants.

We have attempted not to duplicate discussions which have
taken place in other parts of this report.

After making minor adjustments of the consultant's revenue
Projections we have compiled two sets of data. (Any and
all adjustments are throughly discussed in staff's report.
Unless otherwise indicated the base data used for staff's
analysis comes from the consultant's Fiscal Analysis.) This
data is intended to place the fiscal information in the
Fund Accounting structure employed by local government.

The number and type of funds a city establishes is to a
large degree left up to the city although some are required
by law. We have therefore had to make some assumptions
about a simplified fund structure.

The purpose of the first set of data is to show the strength
or weaknesses of each fund in any given year and consist of
two charts, one depicting Revenue Sources by Fund (p. A 13-18)
and the other, a Cash Flow Summary for each of the first five
years (p. A 19-24), The primary conclusion which may be reached
is that there is a deficit in the General Fund in the first
two years after which time there is an ending surplus. At
the same time, however, the Gas Tax Fund is only solvent in
the first year. After 1983-84, there is surplus enough in
the General Fund to cover the deficit in the Gas Tax Fund.
All other funds are essentially healthy throughout the five
year period in question. ‘

The second set of data shows the city's expected financial
picture from July 1982 - July 1985.based upon the assumption
that the city incorporates July 1981 and assumes_ Municipal
Services July 1982 (p. A 25-28?. This series of charts is
the most important data in staff's report. The principal
conclusion which may be reached from this data is that incor-
poration is fiscally feasible. General Fund revenues continue
to grow slowly but steadily while General Fund expenditures
remain constant., Only in the Gas Tax Fund do expenditures
exceed fund revenues. As is pointed out by the consultants
this is a situation which will affect every California city
as inflation eats away at this fixed revenue source,

For purposes of our Revenue Source and Cash Flow Summaries,
revenues from Fines
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and Penalties are included as "General Fund" monies and the
benefit assessment for drainage maintenance is included in
the 'Gas Tax Fund™ By law Fines and Penalties must be used
for traffic safety purposes which could include numerous
Public Works and Police functions.

FEDERAL AND STATE ASSISTANCE

In calculating State shared revenues the consultants point
out that these revenues are dependent upon a population
figure which is estimated as three times the number of
registered voters or as determined by a special census.
This special census apparently cannot be conducted until
after incorporation. The census should be considered an
absolute necessity once incorporation occurs,

With the exception of General Revenue Sharing and H.C.D.A.
the consultants have included no federal funding in their
revenue projections, staff concurs with this approach of
not trying to guesstimate special federal grants which the
new city may be eligible for even though we know that such
funding existsand the new city would have a pretty decent
chance of qualifying for such funding. This funding is not
included because it generallv comes in the form of special
project grants rather than in the form of grants to sub-
sidize ongoing day to day operations. (These grants do
however, almost without exception, allow a portion of the
city's administrative cost to be charged against the grant
as the cost of administering the grant.) One adjustment/
exception we have made in Federal/State financing is the
inclusion of the Sub-Station's current AB90 grant in the
revenue projection through 1982-83,

In discussing possible CETA funding, the consultants state
that the proposed city staff for each Alternative is a core
staff. Many cities, they continue, have employees financed
by CETA or specific federal grants and that such programs
will undoubtedly exist in East Palo Alto although they are
not specifically identified. While it is true that over
the past several years cities, particularly in other coun-
ties, have had asmuch as 20%-25% of their staffs funded by
CETA, CETA can no longer be considered a source of financing
for local government. In reality what has happened is that
cities which have made extensive use of CETA programs have
artifically inflated their service levels, and they may be
expected by residents to continue this artifically inflated
service level now that CETA funding has declined. There-
fore, while specific project grants will be available and
should be pursued, CETA should not at this time be consid-
a realistic funding source.
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LOCAL REVENUE:

The Fiscal Analysis estimates that rehabilitation of the
community shopping center would increase retail sales tax
revenue by $50,000. It additionally 2ssimes that.another
$50,000 in new sales tax revenue couXd be generated from
other commercial development. For purposes of the revenue
projections the consultants assumed that $100,000 in new
municipal revenue would be generated by 1984, Staff believes
this is ambitious under the best of circumstances and un-
realistic given the experience of the County's Housing and
Community Development Division in commercial revitalization
and the commitment of that department to the community.
Staff believes for purposes of this analysis the $100,000
figure should be discounted. Only sales tax growth ex-
clusive of the shopping center should be considered. It is
staff's opinion that given the current service delivery
agency $50,000 in new sales tax revenue is an optomistic
figure, $100,000 is unrealistic. We have therefore assumed
in our revenue projections that the shopping center will
not be developed. We hope Housing and Community Develop-
ment proves us wrong.

In its discussion of Capital Improvements the Fiscal
Analysis assumes that the County will commit to completion
of current County Capital Improvements Program. Incorpor-
ation would not be feasible without this commitment. It
should again be pointed out that the Capital Improvement
Program currently includes an assumption that HCD financing
in an amount of up to $800,000 will be used for some of
these improvements which are scheduled sometime during the
1982-83 fiscal year. This could affect HCD program money
available to the new city.

In the discussion of sewage treatment the consultants point
out that the East Palo Alto Sanitary District is obligated
to pay $52,000 per year to the City of Palo Alto for
Capital Improvements to their treatment plant, This payment
ends in 1981, however the consultants have built in a $60,000
per year debt service payment through the entire five vear
incorporation cost projection, While indentifying this

cost as a debt service is technically a mistake as the cost
could be eliminated from the budget projections after 1981,
inclusions of that figure in the budget projections insures
modest but necessary capital improvements for sanitary lines.

A similar error has been made in calculations regarding
water cost, The consultants indicate in their discussion that
with the use of wells, currently being installed, the cost
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for the purchase of water from the San Francisco Water
Department will be reduced $50,000. However in their five
year projections they have assumed the pre-well purchase

cost. For purposes of our calculations we have assumed the
@ell will reduce water purchase cost by a more conservative
$30,000 and that such savings would-come into play in 1980-81.
For both the Sanitary Division and the Water Division we have

assumed that any 'surpluses" would be reserved for Capital
Improvements. - : :

The consultants in their discussion of street lighting in-
dicate that the average annual operating cost for the in-
corporated city for 1980 through 1985, would be $120,000.
At the same time they indicate that the 1978-79 separable
cost was $61,409 and the 1980-85 annual operating cost
under the Base Case would be $105,000, Two factors are at
play here; first, the 1978-79 Ravenswood Highway Lighting
District's cost are somewhat lower than the previous year
due to Proposition 13. The Lighting District's '"short-
fall" in 1978-79 was made up by financing some street
lighting with road tax monev. The second factor affecting
the projected difference in financing costs is a somewhat
higher service level under incorporation. It is important
to note that the consultants assume that in the future
street lighting will be financed through a service charge
or a benefit assessment,

There existswithin the Public Work's budget $29,000 in un-
documented costg that is, the projection of Public Works
cost in Table V-8 of the Fiscal Analysis is $29,000 higher
than the total of all Public Works cost itemized elsewhere
in the report.

The consultants in the Fiscal Analysis have considered the
funding restrictions on various Public Works monies and
have therefore devised anexpenditure transfer schedule to
show expenditures from the Road, Water service, and Sanitary
service funds to cover the cost of the departmental adminis-
tration and city overhead charges. The base criteria used
for this proration was the number of personnel in any one
unit. For example, the Street, Water and Sanitdary Divisions
have a total of ten personnel; three in the Street Division,
five in the Water Division and two in the Sanitary Division.
The Street Divisionis therefore charged for 307% of depart-
mental administration and engineering cost, the Water Di-
vision fqr 50% of that cost.and the Sanitary Divisioén for 20%,
The same method is used to derive city overhead cost.

The use of such a methodology is acceptable, Justification



A L L ey L o W e

EPA Municipal Council
Page 30

for this general approach is found in basic assumptions re-
garding the use of time by €City Administration., It is as-
sumed, for instance, that if the Public Works Department
employs approximately 207% of the Citv's personnel then ap-
proximately 207 of the personnel offices time would be de-
voted to servicing that department, approximately 20% of
the time devoted to processing payroll would be to serve
that department, etc.

Another acceptable method of estimating indirect cost would
be to use the budgetary appropriations of the wvarious di-
visions as the base criteria. This method would assume

. that a larger appropriation would command proportionately more

of, for instance, the finance operatiors time than a smaller
appropriation. Again, these two methods are methods of
ball park estimation. A strict cost accounting would un-
doubtly yield a different set of cost applied data than
either of these methods. Likewise certain City Council
policies could affect the data generated under any method
used. For purposes of our estimations we have

used the personnel criteria method even though the ap-
propriation criteria method would yield a higher transfer
to the General Fund.

It is proposed by the consultants that a major revenue
source which the city could establish would be a Utility
Franchise Tax.. This tax with a real growth of 14.5 %
would be the city's fastest growing revenue source. It
should be noted that the Economic Opportunity Commission's
Draft: People's Platform for the Eighties calls for an
elimination of such taxes. The Franchise Tax would not
have to go into effect until July of 1982 (this is also
true for the Business license tax).

This concludes staff's report. Refinements will undoubtably
be made as time goes on. Staff stands ready to undertakd
additional analysis as Council identifies specific areas of
concern,

KGG:mp v



APPENDICES



The following tables present four
different cost analysis of city cost.
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The following tables indicate the revenue source
of each fund or major service category, The in-
formation, unless previously indicated otherwise
is derived from the TFiscal Analvsis, These ta-
bles provide the revenue information for the re-
maining Cash Flow Summeries.
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The following tables illustrate the strength
or weakness of any given fund in any given
year. For purpose of this calculation it is
assumed that the shopping center is not de-
veloped in 1983-84. This would reduce sales
tax revenues approximately $50,000 Addition-
ally, there would be a minor effect on other
revenues, such as interest.

There occurs at various points deficits in
utility funds, Such a deficit would of
course be made up from the General Fund.
Note that by 1984-85 the Gas Tax-Drainage
Fund has barely enough revenue to pay for
city-wide overhead. The operating cost
for street maintenance would in essence
come from other than Gas Tax Funds.



A-20

*SIBTT00 6/61 JO Spuesnogl ur aie saindty TV :230N
‘pung TeISUaY) Y3l 03 aIr InQ SIoFsSueil TIV 930N

*0LT ‘0t ‘0 ‘0 ‘00t | "0 pund ¥aoH
0 ‘EeT "0 0 ‘€T 0 punj
3utaeyg onuaady
‘0 0 ‘ove ‘0 "o%e ‘0 - pung
3urjy3ri/a8eqaes
€y ) 9% L°9€T "0 LT "0 pung £iejrueg
S°€01 S'TTI *0ge 0 "6Y%S 0 pung x23eM
VAR 6°99 67201 0 2°€81 "0 pung 3D2UBUIIUTEY
’ a3eute1iQ/XR], SEBY
(6°0ST )¢ "0 $ "1€0°T 4 o8y ¢ 1°96€°T¢ ‘0 $ pung Teiausy
aJueTeyg ang saaniypuadxy ul anuaAay JoueTeyg uotT3dIaosaq
Surpug  saejsuea] SI9Jsuei] ysen
p23rwylsy “Kg paseaxoe( Ag paseaiouj Buruuyr8ag

18-086T - XYVWWAS MOLA HSVD



A-21

*S1eTTOq 6/61 JO Spuesnoyl uf 218 sain3Ty TIV
‘pung TeIsUusn 9Y3l 03 IR INY sIdFsuel] TV

[ARAA 8°6G¢ "0 0 “8G¢E "0
‘0 WA XA ‘0 "0 WA "0
‘0 "0 “o%¢ 0 “ove °0
€y ) 9°%Yy L°9¢TC "0 *LLT ‘0
$°¢01 STIT1 ‘0ge *0 919 0
(6°¢1 ) 6799 6°20T 0 6°GST "0
(8725 )$ ‘0 $ "1€0°Z$  8°S0S § VARAA AN £ "0 $
aoueTeq ang S2In3Tpuadxy uy aNU3AIY aoueTeqg
3urpuly saajsuei] s19ysuex] yse)
poiewIisy Ag paseaxdaq Ag p3seaiou] Suruur8ag

C8-T86T — XUVWWNS MOLI HSVD

pungd VaOH

pung
Surieyg SnuaaAdy

pung
2uriy317/98rvqaen

pung £iejrtueg
pung 1a3leM

pPuUng °9d3UBUIIUTER
98eureIq/XE] SEH

pung Jeaaus9

uoT3ldTiosaqg



A=22

*sIeTT0Qd 6,61 JO Spuesnoyl uf 21e 83IN3FI [TV
*pung [eIaUH 9Y} 03 aIe InQ SIIFSuell TIV

0 192 ‘0 0 192 0
‘0 0 "o%E "0 "O%€ "0

L°SS 9%y L°9LT ‘0 "LLT 0

G €01 G TITT *0gg 0 g3 ‘0

w9y ) 6°99 6°20T 0 % €21 ‘0

6% $ ‘0 $ "1€0°C$ “H8Y  § 6°TSG‘TS 0 $
22ueTRyqg IinQ $2IN3TPUdAXT uy ELTEVEN] 2ouBTRyg
Sutpuq si93jsuea], si@Jsuel], yse)

p@3eWwIlsy Ag poseaixda(g Ag peseaaouj 3uruuilag

£8-7861 — XIVWWAS MOTd HSVD

pung
3uTaIRYS SNUIADY

punjg
3utra1yd11/58eqIey

puny £xe3tueg
pung Iajem

punj 9°UPUIIUTER
a8eurRi(g/XR], SEBYH

pung TeBIau3y

uoT1dTIds9q

:1930)
930N



A-23

*siefTod 6/61 JO sSpuesnoyl UY °2xe SainJTF IV
‘pung TeBIL2USH 9yl 03 21 INQ sSasFsuel] IV

‘0 *88¢ 0 ‘0 *88¢C 0
0 ‘0 “To%e 0 "ove ‘0
L°GS - 9°hY L°9L1 0 “LLT 0
¢ ¢01 G TIT11 L% ‘0 4 *0
(912 ) 6799 6°20T1 "0 2°26 ‘0
€°¢gL $ ‘0 § "1€0°Z$ ‘116§ C°E6G°T S ‘0 $
aoueteq ang saInlypuadxy ul ERUENET aoueTeg
Suipuy  saajsuea] s19Jsuel], ysen
po3ewilsy Kg paseaadaq Aq peseaioug Sutuurs8ag

78-€86T — XUVWWAS MO HSYD

pung
3uTaelyg °SNuUaAIY

punj
8uriysty/=s8eqaen

punjg Liejtueg
pung 1931eM

pun ®OUBUIIUTEY
?8rurRIQ/XE], SEYH

pung Teiaus9
uoradraoaseq

:330N
$930N



A=24

*s1eTTO0d 6,61 JO sSpuesnoyl uy =1e 63In8TF TIV
‘pung TeIaua) 2yl 03 3IB INQ SISISURIL TTV

0 *80¢ 0 0 *80¢ ‘0
"0 ‘0 o%E 0 *O%E ‘0
L°GS 9°hy L°9L1 0 XA ‘0
G*€0T G 111 *0€g ‘0 *GHG 0
(£°201 ) 6*99 6°701 ‘0 £°99 0
%°[6T & 0 $ ‘1€0°28  9°0¢s  § 8°/69°T$ 0 $
9ouetreyqg Ing saIn3jIpuadxy ug |anuaA Y soueTeyq
Surpudg siajsuel], si3ysuei] yse)
peo3lew1lsy Ag pssea1d3(q Ag paseaaduj Buruur8ag

G8-%86T — XYVWWAS MOLI HSVD

pung
8utaeyg SNuU2AdY

pung
8uraydri/e8eqaey

pung Aie3lrues
punj 191eM

punj SoUuBUIIUTEH
23eurei(Q/XB] SEBH

pung Teiauas

uoT3dII0sS9(

:930N
:930N



A-25

The following tables illustrate the city's cash
flow situation if the city ircorporates July,
1981 and assumes municipal services July, 1982,
For purposes of this calculation it is assumed
that the shopping center is not developed.
Further, it is assumed that start up cost is
$500,000 and is paid entirely from General Fund
revenues prior to the start of the 1982-83
fiscal year. Therefore, the General Fund be-
ginning cash balance in 1982-83 is $500,000
less than revenues accumulated in 1981-82. In-
terest from investment of contingency funds has
not been calculated. Finally, for purposes of
the calculations it is assumed that the in-
dependent special districts continue to operate
as such until July, 1982,

There is, of course, no real surplus of funds,
even though the Cash Flow Summaries indicate
considerable General Fund contingencies. As
the Fiscal Analysis :points out; there are
numerous necessary and desirable unbudgeted
Capital Tmprovement projects which have been
identified. The cost of those projects éx-
ceed by several times the indicated contingen-
cies., '
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The following sheet shows the
budget requirements by activity
and budget category if East Palo
Alto assumed municipal operations
in 1982-83,
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