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Honorable Mayor and City Council:

This letter serves to transmit the Capital Improvement Program (CIP) FY 2012 Update for your
consideration. The City Council will review this document during a work session in May.
Beforehand, the Planning Commission will have reviewed the document for conformance with the
General Plan.

As with the City’s operating budget, the FY 2012 CIP is in the second year of the two-year
budget cycle. The FY 2012 Update includes revised costs for projects already included for FY
2011 and FY 2012. However, unlike the first year of the two-year CIP budget cycle, new
projects were not solicited for the Update, and consideration of new requests was limited to those
very few projects added because of major changes in circumstances, such as obtaining grant
funding for the project. Also, since no projects are added for FY 2021, this updated CIP
document covers only the next 9 years and not 10 years (i.e. FY 2012 through FY 2020). Staff
made limited changes in projects scheduled for future years only where necessary because of
revisions to projected funding programs.

The City Council must formally adopt the second year of the CIP budget as required by the City
Charter and in order to comply with certain grant requirements. The following discussion
related to the FY 2012 Update highlights several new, critical projects and a couple of important
modifications to existing projects. It should be noted that consistent with the intent of this being
a second year of a two-year budget cycle, non-essential information was not included and
individual project expenditure pages were only included for new projects or those with
significant changes.

Over the last few years, the number of funds within the document has grown by the addition of a
redevelopment tax allocation bond fund, a redevelopment capital project fund and a redevelopment
low/moderate housing fund. However, as Council is aware, it took steps earlier this year to protect
redevelopment funds from actions proposed by the Governor; thus, these capital funds show no

~ projects beyond FY 2011. This low/moderate housing fund has been replaced by a capital fund in
the City’s Housing Authority (Fund 242), which assumed responsibility for administration of
remaining low/moderate housing funds coming from property tax increment revenues. The
document reflects these changes. Last year, Council added new operating capital funds for Police,
Fire, Maintenance Services, and funds for Fleet replacement. Council added all of these funds in
order to better understand and capture a more complete picture of the overall capital needs for each
of the departments and to allow for the prioritization of projects versus the amount of funding
available each fiscal year. The organization of the CIP was also revised with a separate divider for
the internal service funds and the new operating capital replacement funds, which is continued in
this update.
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In the past, the City did not address the recurring capital purchase needs of the major operating
departments (Police, Fire, and Maintenance Services) in a systematic way. The three new capital
funds identify recurring replacement needs, such as hoses for the Fire Department and armored vests
for the Police Department. Each of these funds started with a transfer from General Fund reserves in
FY 2010. As noted in the FY 2011 CIP, each of these funds did not have sufficient General Fund
dollars to fund critical needs beyond FY 2011 and, therefore, showed significant deficits. However,
as part of critically looking at the 10 year General Fund forecast, staff identified transfers to each of
these capital funds to eliminate those deficits.

Similarly, in FY 2011, for the first time, the budget included Fleet capital replacement funds, one for
General Fund vehicles and one for Enterprise vehicles. General Fund vehicle needs are separated as
to Police, Fire, and all others. In the FY 2011 CIP, the budget identified significant deficits in each
of the future years in the document, based on optimum replacement timelines. Again, as part of
critically looking at the 10 year General Fund forecast, transfers were included based on acceptable
funding levels; Maintenance Services identified critical fleet needs that could be accomplished
within that funding.

Unrestricted Funds

As was the case last year, there continues to be minimal unrestricted funding available for CIP-
related projects. Much of the unrestricted funding available in the FY 2012 CIP continues to be
allocated towards addressing Council’s priorities, especially as they pertain to improving the
attractiveness and safety of neighborhoods.

Although the economy is showing signs of improvement, the City’s budget picture is still precarious,
at best. In order to help address the City’s continuing General Fund shortfall, annual maintenance
and energy costs for streetlight and traffic signals will be re-allocated from the General Fund to
the Gas Tax Fund; costs associated with this work have been incorporated into the CIP as new
projects. Unlike previous increases in Gas Tax transfers, this re-allocation should not be viewed
as a short-term solution but is, instead, proposed as a long-term structural change that will
permanently off-load this cost burden from the General Fund to the Gas Tax Fund in the CIP.
The net result of this change will be a General Fund savings of over $625,000 per year, which is
in addition to the over $800,000 additional Gas Tax transfer already programmed as a onetime
measure for FY 2012. The permanent reduction of Gas Tax funds available for pavement
rehabilitation would have had an unacceptable impact in the condition of the City’s streets and
roads, except for new revenue coming from the voter-approved additional $10 fee assessed on
registered vehicles in Alameda County. The City expects to receive $488,000 next year for
street and road improvements although the details of fund distribution is still being developed by
Alameda County Transportation Commission. While this new source of revenue was to have
provided additional funding to address the backlog in local streets and roads needs, so far there
has been no indication that the City is restricted from using it to backfill reductions in other
streets and roads funding expenditures. Combined with some transfers from the Route 238 Trust
Fund over the next several years, funding in the Gas Tax Fund will be adequate to restore the
annual slurry seal project in FY 2013, which had been reduced/eliminated due to the extra
transfers to the General Fund over the last four years.

Consistent with the priorities established by Council, staff has continued to be heavily involved



with the highly successful Neighborhood Partnership Program. Many of the issues raised at these
neighborhood meetings have been implemented, such as new speed control measures (i.e. speed
lumps) and improved lighting. Such efforts will continue into FY 2012; however, the amount and
flexibility of funds available to address neighborhood concerns is diminished. Staff will not be able
to respond as quickly or to the extent as we have in the past few years.

The City continues to implement other successful appearance-related projects based on existing
funding. The painting of murals in the downtown and along Foothill Boulevard continues as part of
the Redevelopment Agency-funded City Gateways Project; residents have let it be known that this
effort is appreciated and widely supported throughout the community. However, future funding for
additional murals is at risk due to the Governor’s proposal to eliminate redevelopment agencies
throughout the State.

Another major project that serves to improve the appearance of the City is the Median Landscaping
Improvement Project. Current Maintenance Services Department efforts have led to the
beautification and improvement of landscaping along key thoroughfares throughout the City. In
order to better delineate and describe the various median improvement projects that will take
place over the next 10 years, staff separated the project locations into new, individual projects;
these are listed individually in the CIP by the fiscal year in which the work will be completed.

It is important to note that both the Neighborhood Improvement Project and the City’s Gateway
Project continue to be budgeted out of the City’s Capital Improvement Fund. They rely on revenues
received from construction tax, non-discretionary reimbursements from outside agencies, and the
assumed development on Orchard that would have acquired a portion of Traynor Avenue. As of
now, this development is not proceeding and the revenue has been deferred in the budget. While the
fund currently enjoys an adequate fund balance (most of this is reserved for the New Library
Programming/Design Project), that could change if the predicted Traynor Avenue land sale does not
occur. In this scenario, other funding sources would need to be identified in order to continue with
all existing planned projects.

Library

A continuing key project in the Capital Improvement Fund is the design and construction of a new
library. Several factors have affected the preliminary design process. The recommended site entails
acquiring land from the US Postal Service. Funding is available to complete this acquisition during
FY 2012, along with completion of the preliminary design process. Although delayed, this project
continues to be a high-priority item for staff and the community, and will be pursued during the
coming fiscal year so that the project does not lose momentum. As noted in last year’s transmittal,
the planned donation of $10 million from Calpine will favorably position the City to establish a
funding foundation from which to pursue bond or alternate funding for construction of the new
library in the coming years. In order to address this and other major infrastructure projects, staff
added a new project to the Capital Improvement Fund for advance infrastructure bond and
program development planning. This new project will fund expenses necessary to plan for other
potential infrastructure projects contemplated, e.g. a new Police building and replacement fire
stations.

Streets and Roads
With the assistance of Federal, State and local funding, the City was able to complete work on
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several larger-scale projects associated with pavement rehabilitation and sidewalks during FY
2011. The City completed a total of 7 major pavement rehabilitation or reconstruction-related
projects at a total of over $11 million. Two of the more major projects included the safety
improvements to the Carlos Bee curve from Overlook to Mission, which was completed in
March of this year, at a total cost of approximately $1.4 million, and a $5.7 million project,
which improved and brought the Mt. Eden Phase Il Annexation Area up to City standards.
Among the items included in this project were pavement rehabilitation and sidewalk, curb and
gutter improvements. For FY 2012, the most critical pavement-related project involves
commencement of the design phase for the 880/92 Reliever Route Phase | project, which
includes construction of the Whitesell Street extension, and now includes improvements along
the Winton Avenue corridor. Design and right-of-way acquisition for the project will take place
over the next 2 years, and construction is expected to start during the latter part of FY 2013. As
noted in prior staff reports on this item, nearly all of the costs associated with the design and
construction of the reliever route project will be reimbursed from Measure B funds through the
Alameda County Transportation Commission (ACTC) and staff will continue to work
proactively to minimize the right-of-way impacts of the project.

The Route 238 Corridor Improvement Project continues to progress at a steady pace. In July
2010, the first phase of construction commenced on the project. Thus far, key milestones have
been reached on time and according to schedule; staff will continue to carefully monitor the
progress of the contractor and advise Council of any significant changes to the timing for this
project.

As Council is aware, staff succeeded in getting support for use of LATIP funding to add two
additional segments to the Route 238 Corridor Improvement Project so that similar
improvements can be made to the remaining portions of the Mission Boulevard corridor under
State ownership (i.e. A Street to the northern City limit and Industrial to the southern City limit).
While staff hopes that both of these segments can proceed together shortly after completion of
the existing project, that will depend on both the sale of Caltrans’ surplus right-of-way to
generate LATIP funds and the timing of the Rule 20A undergrounding, critical to both segments.
A new Route 238 Corridor Improvement Project-Phase Il has been added in FY 2014 to
complete both of these segments with LATIP funding to cover the estimated $24.5 million cost.

Livable Neighborhoods

City staff continued to focus efforts on supporting livable neighborhoods through the evaluation,
design, and construction/improvement of sidewalks and wheelchair ramps throughout the City.
During FY 2011, staff targeted Districts 2 and 3 for improvement at a cost of approximately $1
million. In addition, new sidewalks were installed along D Street, Cypress Street, Western
Boulevard, and Huntwood/Sandoval at a cost of about $500,000, thereby greatly improving
pedestrian safety in that area. Similar funding is set aside for the FY 2012 projects, which will
include commencing work in Districts 6 and 9, and Bellina Street. These and other expenditures
designed to benefit and encourage pedestrian and other non-vehicular activity are highlighted in
the Livable Neighborhoods section of the CIP.

Redevelopment
As mentioned above, due to the uncertainty involving the State’s potential actions against
redevelopment agencies across California as part of the Governor’s plan to balance the State



budget, Council took action to use any available funds remaining in the Redevelopment Capital
Project Fund to reduce existing RDA debt to the General Fund and Sewer and Water Capital
Funds. At the time of publication of this version of the document, the State has not taken any
final actions on redevelopment. As such, the Agency Board will be considering a “status quo”
budget for FY 2012 that does not contemplate any transfers to the Redevelopment Capital Fund.
If it appears that the City will be able to continue redevelopment activities under the auspices of
the Redevelopment Agency, staff will likely return to the Agency Board for modifications to
both the Operating and Capital budgets early in FY 2012. As mentioned previously, the
Low/Moderate Housing Capital fund has been replaced by a capital fund in the City’s Housing
Authority (Fund 242), which assumed responsibility for administration of remaining low/moderate
housing funds coming from property tax increment revenues. The document reflects these changes.
As part of finalizing the City’s proposed operating budget, appropriations were re-allocated
between FY 2012 and FY 2013 for the South Hayward BART Affordable Housing Project in the
Housing Authority - Capital Fund to be consistent with revenue expectations.

Utilities

Utilities-related expenditures continue to reflect a comprehensive plan developed to address needs
pertaining to the Water Distribution System, Sewer Collection System, and Water Pollution Control
Facility (WPCF). The CIP includes improvement and replacement projects to ensure that the water
and sewer infrastructure needed to deliver critical utilities services is reliable, efficient, and
appropriately sized to meet the needs of the community.

Major water system projects in the near term focus on the replacement and renovation of existing
water storage reservoirs to increase storage capacity and improve structural reliability. In FY 2011,
construction was completed on replacement of the existing one million gallon (MG) Highland 1000
Reservoir, off La Mesa Drive with a new 2.2 MG structure to address a storage deficiency. Work
was also completed on a seismic retrofit of the D Street Reservoir. The retrofit included
replacing the roof with an aluminum roof and installing a cast-in-place inner concrete wall. In
addition, the Highland 250 and Maitland reservoirs are currently scheduled to undergo seismic
upgrades over the next two to three years. In future years, projects to replace the existing 1 MG
High School Reservoir, located above City Center Drive, with a 3 MG facility, and to construct a
new 2 MG reservoir on Hesperian Boulevard are included to improve storage capacity. Staff added
another project to FY 2012 to improve the reliability and probability that the 24 Mission
aqueduct can be quickly returned to service after a major earthquake. Various water main
replacement and improvement projects are included to ensure that system capacity requirements are
achieved and that facilities are maintained for optimal operating efficiency.

In order to keep pace with changing conditions and to assess future needs, the CIP includes an
update to the Water System Master Plan in FY 2012 to evaluate the system, in view of current
conditions and the improvements made in recent years. Additional funding would be proposed in
subsequent years for projects that will be recommended in the update. A Master Plan update is also
planned for the Sewer Collection System in FY 2012, with funding provided in future years to
implement recommendations resulting from these planning efforts.

The Sewer Collection System will undergo several pipeline improvements in the next few years.
These improvements are planned to either replace pipelines that are showing signs of age and
require frequent maintenance and repair, or to upsize undersized mains to increase their hydraulic
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capacity to handle current and near-term future flows. Many of the projects in future years center
around updating technology to most efficiently monitor and maintain facilities, and implementing
preventative maintenance and cleaning schedules to keep the facilities operating at optimum
efficiency.

Noteworthy near-term Water Pollution Control Facility (WPCF) projects include Phase Il
Improvements that will enclose the effluent channel and convert an existing gravity thickener to a
new primary clarifier. Enclosing the channel would reduce maintenance and operational impacts of
using an open dirt channel and our master plan identifies a need for an additional primary clarifier.
Design of the effluent channel enclosure will commence in FY 2012, with construction planned for
the following year. The conversion of the gravity thickener has been delayed to FY 2013, due to
other priorities. Work is also scheduled to begin in FY 2012 on replacement of an existing trickling
filter that is inefficient and does not meet current seismic standards. This project is also part of the
WPCEF Phase Il Improvements.

Several new projects have been added to the Utilities CIP. The first new project will explore in
some detail the feasibility of constructing an even larger solar facility at the WPCF. A second
project will construct fiber optic cable to the WPCF to improve reliability and capacity of
communications between the WPCF and City Hall. The final new project in the sewer capital
funds involves a thorough hydraulic evaluation and modification of the headworks pumps at the
WPCF to address maximum pumping requirements when only three of the four pumps are
operable.

In addition to improvement and replacement projects, the CIP identifies resource efficiency
opportunities within the Utilities systems.

Water Distribution System

e Water Conservation. Funding is continued for City rebate programs for residents and
businesses to replace existing fixtures, such as toilets, with high efficiency models that
exceed the fixture efficiency currently required by the State Plumbing Code. A new project
in the amount of $100,000 was also added to FY 2012 to diagnose and repair leaks along
the City’s water mains.

e “Smart” Water Metering. A new project was added in FY 2011 to evaluate the feasibility of
converting existing water meters to “smart” meters, enabling customers to obtain accurate
real-time water use information and better manage their water consumption. Because of the
accuracy and immediacy of “smart” meters, significant water savings may be achieved,
although such an endeavor would be costly. Thus, it is critical that the City review carefully
all of the issues, including issues encountered with “smart” meters by other utility providers,
before making a decision on whether to proceed with a conversion. Assuming that the
results of the study are positive, funding is included to implement a conversion project
beginning in FY 2012.

e Water Efficient Demonstration Garden. Funding is included to construct a water efficient
demonstration garden along the walkway connecting City Hall to BART. The project will
replace existing turf and non-native plant species with low water-using and native plant



materials, incorporating Bay-Friendly practices and integrated pest control.
Water Pollution Control Facility

e Solar Energy. A recently completed project that constructed a one megawatt solar facility at
the WPCF will enable the facility to draw a significant amount of needed energy from an
alternative renewable source.

e Enhancement of Co-Generation System. Staff has begun the RFP process to select a
design/build contractor to upgrade the Co-Generation system, making the WPCF capable of
generating power for all of its electrical needs. A smaller supporting project, expected to
commence construction during FY 2012, involves the installation of a grease receiving and
processing facility. Waste grease can be put to beneficial use at the WPCF by increasing
digester gas production, which can then be utilized in the planned major improvement to the
Plant’s energy co-generation system.

e Recycled Water. In order to make more efficient use of potable water, the City is pursuing
the opportunity to produce recycled water, in cooperation with Calpine, and to develop a
distribution system to deliver the excess tertiary treated recycled water to nearby sites for use
in landscape irrigation and some industrial processes.

Airport

A primary focus at the Airport during FY 2012 will be the ongoing effort to rehabilitate
pavement along the Airport’s taxiways with the rehabilitation of taxiway Delta. Annual funding
of $350,000 is also provided to address pavement rehabilitation throughout the Airport. Similar
to the City’s street pavement rehabilitation, a program is now in place to bi-annually monitor and
update pavement conditions on the Airport, starting in FY 2013. The program will greatly assist
Engineering and Airport staff in targeting which pavement segments would be the best
candidates for future pavement rehabilitation work. A new project was added to fund required
Sulphur Creek ten-year monitoring and a final new project was added to separate the shelter
costs from other expenditures associate with the City’s crash rescue equipment.

One other critical project that will commence next fiscal year with the help of Federal funding
involves the design and construction of a project to enclose portions of Sulphur Creek in order to
address a safety issue resulting from the existing open channel that crosses the runway safety
areas. The total amount of investment planned at the Airport from FY 2012 through FY 2020 is
approximately $30 million, with much of the funding for these projects dependent on projected
Federal Aviation Administration (FAA) grants under the Airport Improvement Program as well
as transfers from the Airport’s operating fund.

Facilities

The Internal Service Fund for Facilities, which was implemented in FY 2010, is utilized to
exclusively address the improvements and upkeep necessary for many of the City’s older
buildings, such as the Police Department and various fire stations. Some of the more prominent
projects in this fund include HVAC upgrades, roof repair and replacement, and the replacement
of flooring and carpet at various City facilities. The projects contained within this fund are
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dependent on facility charges originating from supported departments. The long-term goal is to
develop sufficient reserves in the Facilities Fund to address City-wide improvements and
maintenance on an on-going and systematic basis.

A new energy conservation project was added this year whereby lighting system upgrades are
planned for the Police Department, City Hall, Fleet Maintenance building, City Hall parking
garage (B and Watkins Street), and Cinema Place parking garage. Lighting upgrades in the three
buildings include: energy saving fluorescent fixtures; occupancy sensors; computer-controlled
light timing for energy efficiency; and LED exit lights. In addition, this project includes the
addition of two solar panel arrays, one on a Corporation Yard building and one on the Utility
Center building, totaling about 80KW. The combined energy savings from these projects will
save about $112,000 in electricity costs annually for the City. Financing for the project is
provided through a low interest loan from the California Energy Commission, which will be paid
back through energy savings and California Solar Initiative rebates.

Technology Services

Another Internal Service Fund addresses the aging information technology infrastructure and the
unmet technology needs throughout the City. Starting in FY 2009 and continuing through FY
2012, many of the City’s desktop computers were replaced with newer, more efficient models;
this replacement cost is an ongoing, annual expense as the life span of most desktops is no more
than four years. As part of finalizing the City’s proposed operating budget, additional General
Fund transfers are proposed to fund critical information technology needs previously on the
City’s unfunded list. In brief, the key changes included the addition of three new projects in the
Technology Services Fund for GIS improvements and the installation of software packages for
enterprise content management and sharepoint business intelligence. Technology Service Fund
appropriations were also increased in FY 2012 for the replacement of public safety mobile units
and network servers. Other technology infrastructure improvements that have no long-term
replacement funding or inadequate funding at this time are included in the Identified Capital
Needs document, which is discussed in greater detail in the next section of this letter.

The largest project in this fund is the replacement of the City’s financial system with an
Enterprise Resource Planning (ERP) system. Needs analysis and scoping is presently ongoing.
As noted last year, it is possible that a full ERP could cost $6 million. The fund includes the
transfer of $1 million in General Fund reserves set aside last year, increasing the available ERP
funding to $3.5 million. A funding source for the remaining $2.5 million has yet to be
identified; therefore, that unfunded portion of the project is also included on the Identified
Capital Needs list.

As noted above, this Internal Service Fund will also serve to replace other items, such as network
servers and public safety mobile units, as well as other business technology needs. Successful
implementation of projects within this fund is dependent both on the last year of transfers from
the Capital Improvement Fund and the assessment of Information Technology Charges on
supported departments. And, like the other technology shortfalls mentioned above, there is no
source yet identified for accumulating funds to replace major systems like the new CAD/RMS
system in the out years at the end of their useful lives.



Identified Capital Needs

The last section of the CIP is the Identified Capital Needs section. The list, which was
significantly modified in last year’s CIP, was further reviewed this year. Some of the projects on
the prior list were deleted because they have been programmed within the CIP. Specifically, all
of the previous median landscaping projects are being addressed either through the addition of
the Route 238 Corridor Improvement Project (Phase II) or the new individual projects in the
Street System Improvements Fund. It is also worth noting that many of the projects that are to be
included as part of any potential future bond measure (i.e. a new Police facility and construction
of a new Fire Station #7) are also identified in this document.

In order to create a more thorough and comprehensive document that reflects all of the City’s
needs, many other projects were added as well and are noted with shading. The Technology
Services section of the document includes shortfalls in budgeted program replacements, such as
for public safety mobile laptops, and quite a few new identified unmet needs from the IT
Strategic Plan, including replacement of the network file share and backup system and
improvements to the City’s geographic information system (GIS). Major streetscape projects
were added to the Street Improvement Projects section based on staff’s submission of identified
projects for the next update of the Countywide Transportation Plan. Also added, from the
Countywide Transportation Plan submittal process, are improvements to most of the I-880 and I-
92 interchanges in the industrial area, which will improve City access to and from the freeway.
The Airport and the Police Department added a couple of projects to the document, as well. As a
result of the additions/revisions to this list, the total value of the unfunded projects in the
Identified Capital Needs document exceeds $377 million.

Although the City’s revenue streams continue to erode, staff has re-doubled our efforts to dedicate as
many financial and staff-related resources as possible towards projects deemed as most critical to
both the community and Council. Last year, the Budget and CIP planning teams took the first step
by programming funding for critical identified capital needs in the General Fund 10 Year Financial
Forecast as transfers to the CIP. Even though General Fund transfers have been identified to fund
critical Police, Fire, and Maintenance capital and fleet replacement needs, significant unmet needs
still exist for information technology programs and other projects. The continuing General Fund
structural deficit makes fully funding these needs very difficult. With the addition of the new funds
added in FY 2011 and proposed for FY 2012 as well as an update of the costs and transfers needed
to fund those projects, we now have a better understanding of what lies ahead. Attached to this letter
is a summary of the key assumptions (Attachment A) that were used in preparing the CIP FY 2012
Update. The staff and I look forward to discussing projects and issues embodied in this capital plan.

Respectfully submitted,

Fran David
City Manager

Attachment A — Assumptions
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ATTACHMENT A

FY12 Capital Improvement Program
Working Assumptions

Interest Rates:  Rate of return on existing fund balances -
1% for FY12 and 1.5% for FY13-FY20.
Projected interest rate on City borrowing - based on current
market information - 4.0% per year.

Construction Inflation Rate: 1% per year.

Monies received from Gas Tax, which includes Proposition 111 (Gas Tax), have
been decreased by 2% for FY12. For FY13, Gas Tax receipts are expected to be
flat, with no percentage increase from FY12. For FY14 through FY20, Gas Tax has
been escalated by 1% per year. Commencing with FY12, approximately $1.2
million in annual maintenance and energy costs for streetlight and traffic signals will
be re-allocated from the General Fund to the Gas Tax Fund. In addition, the City is
expected to receive over $488,000 annually for street improvements due to a recent
voter-approved increase of $10 to the vehicle licensing fee. Transfers to the General
Fund from the Gas Tax Fund to support eligible expenditures for FY12 will decrease
by $559,000 to $1.69 million. For FY13, the transfer will be $830,000, increasing
by 1% per year through FY20. The effective savings to the General Fund as a result
of these actions will be $625,000 per year in FY12, with the savings escalating by
1% per year through FY20.

Based on sales tax projections provided by the City’s Finance Department,
anticipated revenue from the Measure B program is assumed to be $1,646,000 in
FY12 and $1,663,000 in FY13 (an increase of approximately 1% for each year);
future increases are estimated at 2% from FY 14 through FY20.

Monies received from the Measure B Non-Motorized Fund for pedestrian and
bicycle improvements are assumed to be $352,000 in FY12 and $356,000 in FY13
(an increase of approximately 1% for each year); future increases are estimated at
2% from FY 14 through FY20.

Due to the improving economy and the corresponding slight uptick in development,
revenue from the Construction Improvement Tax is expected to increase by $20,000
in FY12. Gradual increases are expected from FY13 through FY20, at which time
revenues are assumed to have returned to the previous level of $250,000.

Due to a more thorough evaluation of future fund balances in the Route 238 Trust
Fund related to the Route 238 Corridor Improvement Project, the per year transfer
from this fund to the Street System Improvement Fund will decrease from $800,000
in FY11 to $250,000 in FY12; the transfer will remain at this level from FY13
through FY19. The residual amount remaining in the fund balance will be
transferred to the Street System Fund during FY20.

xi
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10.

11.

12.

13.

14.

Funds received under the Governor’s Traffic Congestion Relief Program (TCRP)
established under Proposition 42 were eliminated in FY11 and replaced by a Gas
Tax “swap,” which serves to backfill the amounts that would have been provided
through Proposition 42. This amount is transferred from the Gas Tax Fund to the
Street System Improvements Fund on a monthly basis. It is estimated that this
amount will be about $1.7 million in FY12; future years (FY13-FY20) are estimated
at approximately $1.5 million and will be revised once better estimates are submitted
to the City by the State next year. Monies received under this source will be applied
towards street maintenance projects.

In a continuing effort to reduce General Fund expenditures, the transfer of $350,000
was reduced significantly in FY12 to $50,000; however, the $350,000 per year
transfer from the General Fund to the Transportation System Improvement Fund
will be re-established in FY13 and will continue at that level through FY20; this
transfer provides funding for transportation projects.

Although not shown as a specific project since PG&E will fund the work, use of an
estimated $7.8 million in Rule 20A monies allotted to the City will allow for
completion of the undergrounding of utilities on Mission Boulevard from Sycamore
Avenue to Overhill Street, which will be completed as part of the Route 238
Corridor Improvement Project. An estimated $4 million will be required for the
Phase Il project which will complete undergrounding of Mission Boulevard for its
entire length within the City. Based on Rule 20A allocations to date and projected
future reductions by PG&E, it is projected that these projects will use the City’s
allocation through FY18.

Planned transfers from the sewer and water operating funds to the capital funds
allows for critical capital projects identified in the Sewer and Water System Master
Plan Updates, plus the Water and Sewer Seismic Study, to be accomplished.

Continued transfers from the Airport Operations Fund provide funding for Airport
Capital Improvement Projects identified in the Airport Master Plan and Updated
Airport Layout Plan.

Facility charges against operating budgets will provide $80,000 in FY12 and
$102,000 in FY13, eventually increasing to $125,000 in FY20 to provide a
minimum ongoing funding source for the Facilities Internal Service Fund.

A transfer of $100,000 from the Capital Improvement Fund will be available in
FY12 to provide continued funding for the Technology Services Internal Services
Fund. Information Technology charges against operating budgets will provide
$80,000 in FY12, increasing by approximately 3% per year to $98,000 in FY20 to
provide a minimum ongoing funding source for the Technology Services Internal
Service Fund. A transfer of $1,855,000 from the General Fund in FY12 will fund
the following: a portion of the ERP ($1,000,000), public safety mobile
replacements ($450,000), network server replacements ($130,000), geographic
information system improvements ($75,000), enterprise content management
software ($50,000), and sharepoint business intelligence software ($150,000).



15.

16.

17.

18.

There is no identified source for major systems replacements in the out years of
the plan, e.g. new CAD/RMS system or new ERP system.

A transfer of $429,000 from the General Fund into the Fire Capital Project Fund
will occur in FY12; in FY13 and FY14, the transfer will be $397,000 and
$779,000, respectively. The transfer will then reduce down to $50,000 in FY'15,
with subsequent annual increases of $5,000 per year occurring thereafter through
FY20. A transfer of $145,000 from the General Fund into the Police Capital
Project Fund will occur in FY12; in FY13 and FY14, the transfer will be
$170,000 and $349,000, respectively. The transfer will then fluctuate from FY15-
FY20; the amount to be transferred will depend on residual fund balance and the
overall level of need in future years. These transfers will provide critical funding
necessary for major equipment replacement, e.g. fire hoses, self-contained
breathing apparatus, guns, etc. A transfer from the General Fund of $10,000 per
year from FY12-FY20 is provided in the Maintenance Services Capital Fund in
order to purchase replacement equipment on an annual basis.

In order to replace vehicles within the Enterprise funds each fiscal year, the
following annual transfers will occur into the Fleet Management Enterprise
Capital Fund: $71,000 from the Airport Operating Fund; $85,000 from the
Stormwater Fund; $240,000 from the Sewer Fund; and $286,000 from the Water
Fund.

In order to replace vehicles within departments funded through the General Fund,
transfers into the Fleet Management General Fund Capital Fund will be $500,000
in FY13, increasing to $600,000 in FY 14 and $1,000,000 in FY15, respectively.
From FY16-FY20, the transfer will increase by $500,000, culminating in a
transfer of $3,500,000 into the fund by FY20.

The Program reflects expected cash flow in future program years and Council
appropriations carried forward from the current year.
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GLOSSARY OF TERMS AND REVENUE SOURCES

ACTA (Alameda County Transportation Authority): The agency that administers the Alameda
County transportation sales tax program.

ACTIA (Alameda County Transportation Improvement Authority): The agency that administers the
re-authorized Alameda County transportation sales tax program.

Appropriation: An authorization granted by the City Council to make expenditures and to incur
obligations for specific purposes.

BAAQMD (Bay Area Air Quality Management District): Agency which sponsors programs and
regulates industry and employers to promote clean air.

CMA (Congestion Management Agency): Countywide agency which is responsible for preparing and
implementing the County's Congestion Management Program.

CMAQ (Congestion Mitigation and Air Quality Improvement Program): A category of funding
administered by MTC, which is available for transportation projects that reduce congestion and
improve air quality.

Capital Improvement: A major addition to the City's real property assets including the design,
construction, purchase, or major renovation of land, buildings, or facilities. Examples are the
installation or repair of new or existing streets, traffic signals, sewer lines, roads, and parks.

Capital Improvement Program (CIP): A plan for single- and multiple-year capital expenditures,
which is updated annually, and sets forth each project or expenditure to be completed within
the time period covered by the plan.

Debt Service: The payment of interest and principal on borrowed funds.

EEM (Environmental Enhancement Mitigation): Program which provides funding primarily for
landscaping improvements associated with major projects.

EPA (Environmental Protection Agency): Federal agency which provides some grant funding for
major wastewater treatment programs.

Expenditure: The amount of cash paid or to be paid for services rendered, goods received, or an asset
purchased.

FAA (Federal Aviation Administration): Provides reimbursement for qualified airport projects such
as taxiway repairs, runway improvements, etc.

FAU (Federal Aid Urban): Predecessor federal program to ISTEA which provided funding for major
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transportation improvements.

FEMA (Federal Emergency Management Agency): Provides funding through the State Office of
Emergency Services for repairs after natural disasters and mitigation funding for seismic
upgrades.

Fiscal Year: The 12-month period to which the annual budget applies. For the City of Hayward, this
period of time is July 1 through June 30.

Fund: A separate independent accounting entity used to set forth the financial position of results of
operations related to the specific purpose for which the fund was created.

Grant: A contribution by a government or other organization to support a particular function or
project.

General Fund: The City's principal operating fund, which is supported by general taxes and fees and
which can be used for any legal government purpose.

HES (Hazard Elimination Safety Program): Federal program to fund projects that improve traffic
safety.

Identified Capital Need: A project that is identified as being necessary in a City-approved policy
document, but which has no current identifiable funding source.

ISTEA (Intermodal Surface Transportation Efficiency Act): Pronounced "Ice Tea." Federal law
passed in 1991. This funding emphasizes diversity and balance of alternative modes of
transportation, and preservation of existing transit systems as a prerequisite to construction of
new facilities. Two-year funding cycles include both guaranteed funds for the county as well as
competitive categories based on MTC scoring system.

LATIP (Local Alternative Transportation Improvement Program): A State funding program
established by legislation based on sale of Route 238 Bypass right-of-way.

LAVWMA (Livermore-Amador Valley Water Management Agency): A joint-powers agency
comprised of the cities of Livermore and Pleasanton and the Dublin San Ramon Services
District.

OTS (Office of Traffic Safety): The California Office of Traffic Safety, which is charged with reducing
fatalities, injuries, and economic losses resulting from motor vehicle crashes through
administration of the California Highway Safety Plan (HSP).

Proposition 1B: Proposition 1B provides bond funds for a variety of transportation priorities,
including $2 billion for cities and counties to fund the maintenance and improvement of
local transportation facilities.



RABA (Revenue Aligned Budget Authority): Mechanism to ensure that annual appropriations of
federal transportation funding closely match the monies collected from the federal fuel tax. It is
used to provide additional funds through the Surface Transportation Program to local
jurisdictions for street and road overlays when actual receipts from the federal fuel tax are
higher than originally projected.

Revenue: Income received from taxes, fees, permits, franchises, interest, and intergovernmental
sources.

Rule 20: Funds are required to be set aside by PG&E for each municipality from its revenues to
cover future undergrounding of utilities. The City establishes undergrounding districts and
programs funds for specific areas.

Safe Routes to Schools: A federally funded program administered by Caltrans designed to provide
monies to local agencies for projects that will promote and improve pedestrian and bicycle
safety near schools. The program goal is to encourage increased walking and bicycling to
schools.

STIP (State Transportation Improvement Program): Spending program developed at the regional
level throughout the state. The STIP determines when and if transportation projects will be
funded by the state.

STP (Surface Transportation Program): A category of funding administered by MTC which is
available for: roadway or transit rehabilitation; transportation system operational improve-
ments; highway construction; transit facilities; and intermodal port facilities.

TCRP (Governor’s Traffic Congestion Relief Program): This program, which is part of Proposition
42, requires that state sales and use taxes on the sale of motor vehicle fuel be used for
transportation projects. Cities can use revenues from this program for funding of street and
highway maintenance, rehabilitation, and reconstruction projects.

TDA (Transportation Development Act): State law enacted in 1971. Funds derived from a one-
quarter of one percent tax on all retail sales in each county. These funds can be used for
transit, special transit for the disabled, bicycle and pedestrian purposes.

TEA-21 (Transportation Equity Act for the 21% Century): Federal transportation legislation that
retains and expands many programs created under ISTEA. This reauthorizes federal surface
transportation programs from 2005-2009 and significantly increases overall funding for
transportation.

TFCA (Transportation Fund for Clean Air) (formerly AB434-BAAQMD): Program for which funds
are raised by a $4.00 surcharge on motor vehicle registrations to provide funding to implement
strategies to reduce air pollution from motor vehicles. This is a competitive program that funds
eligible projects such as: implementation and support of local ridesharing and trip reduction
programs, local arterial traffic management, and implementation of bicycle facilities
improvements that are included in an adopted county-wide bicycle plan.
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