MEETING MINUTES
CITY OF MILPITAS

Minutes of: Special Joint Meeting of Milpitas City
Council and Redevelopment Agency

Date: Tuesday, May 11, 2010

Time: 6:00 PM

Location: Council Chambers, Milpitas City Hall,

455 East Calaveras Blvd.

ROLL CALL Mayor Livengood called the meeting to order at 6:03 PM.
PRESENT: Mayor Livengood, Vice Mayor McHugh, Councilmember Polanski

ABSENT: Councilmembers Giordano and Gomez were absent at Roll Call.
Ms. Giordano arrived at 6:06 PM and Mr. Gomez at 6:07 PM.

PLEDGE OF ALLEGIANCE Mayor Livengood led all present in the Pledge of Allegiance to the flag.
The Mayor acknowledged the passing of Milpitas resident Linda Rabe, a long
serving City Commissioner, most recently on the Arts Commission. He

announced the meeting would adjourn in her memory,

PUBLIC FORUM Bill Ferguson, President of Sunnyhills Neighborhood Association announced the
“Be an Artist Day” at Sunnyhills Methodist Church on Saturday, May 15.

APPROVAL OF AGENDA Motion: to approve the meeting agenda, as submitted
Motion/Second:  Councilmember Polanski/Councilmember Giordano
Motion carried by a vote of: AYES: 4
NOES: 0
ABSENT: 1 Gomez

PUBLIC HEARING

Proposed Fiscal Year 2010-2011 Financial Plan and Budget

1. City Manager and Finance Director Overview

City Manager Tom Williams discussed the current economic environment and declining revenues of the City.
Milpitas had experienced a significant shortfall in revenue, due to the worst economic times in the country’s history.

He reviewed recent major accomplishments over the last year including: bringing SunPower and Flextronics to
success with a new manufacturing plant for solar panels, Redevelopment Agency Plan amendments, an improved
credit rating, and a new Senior Center (to open in August), no cost public wireless service, and a new car dealer.

Mr. Williams defined budget priorities for FY 2010-11. There were no layoffs or program service cuts proposed for
the balanced budget presented this evening. There was some reduced funding in the proposed Capital Improvements
Program. The City Manager then introduced Finance Director Emma Karlen.

Budget Presentation by the City Finance Director

Finance Director Emma Karlen displayed a chart of budget challenges over the last ten fiscal years, with side by side
revenues versus expenditures. Economic recession had caused the general fund to decrease by $4.2 million over the
past FY 2009-10. She displayed the reduced sales tax cash receipts over time. Expenditures continued to increase,
in particular, the benefits portion of employee costs, especially PERS pension contribution.

Mayor Livengood asked her about the PERS stabilization fund, and how long it would take to “chew that up.” Ms.
Karlen responded that it depended on direction from the Council. Those funds could cover a portion of anticipated
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increase costs. She then highlighted personnel cost increases, due to negotiated wage increases. The cost of medical
insurance premium increases was reported also, anticipated at 10% in January 2011.

The City did not anticipate any significant increase in projected revenues next year. Property tax revenues would be
reduced, due to lower assessed value of properties in Milpitas, per County Assessor actions. The Transfer
Occupancy (hotel) Tax revenue was expected to be flat.

As discussed at the budget workshop in April, three strategies were planned to close the anticipated $10.6 million
budget gap: (1) demand an RDA loan payment, (2) accept concessions from employees (7% salary reduction), and
(3) use a portion of undesignated reserves. With that, $65.7 million was the total General Fund budget requested.
This was the amount after cuts were made in the initial budget requests from all City departments. The total City
budget request for all funds would be $130 million.

Councilmember Giordano asked about the balancing strategy and what if some elements of it change (i.e. revenues
higher). Then she wondered which of three strategies would then be adjusted. The Finance Director indicated the
recommendation would be not to use the general fund reserve, as much as possible.

2. Operating Departments/Divisions Presentations

Next, the senior management staff presented brief budget summaries on their departments, indicating each unit’s
total budget requested for FY 2010-11.

City Manager Tom Williams presented City Council and City Manager’s office budget. City Clerk Mary Lavelle
presented the City Clerk’s division budget. Economic Development Manager Diana Barnhart presented
Redevelopment and Economic Development budgets. Chief Building Official Keyvan Irannejad presented the
Building and Safety office’s budget. Information Services Director Bill Marion presented his budget. Human
Resources Director Carmen Valdez presented Human Resources budget. City Attorney Mike Ogaz presented his
unit’s budget. Finance Director Emma Karlen presented the Finance budget. City Engineer/Public Works Director
Greg Armendariz presented both of his departments’ budgets. Planning and Neighborhood Services Director James
Lindsay presented the budget for that department. Parks and Recreation Director Bonnie Greiner presented her
overall department budget. Police Chief Dennis Graham gave a summary of police department budget. Interim Fire
Chief Clet discussed the Fire Department budget.

The City Clerk’s office was complimented on passport services. Councilmember Gomez asked Ms. Lavelle about
costs related to the upcoming election, and whether savings would be realized if fewer candidates filed for office.

Questions were posed to staff about Chamber of Commerce funding. Mr. Gomez wanted to learn what were the
deliverables for funding provided to the Chamber.

Councilmember Gomez asked the Building Official if building activity increases rapidly, what would happen? Mr.
Irannejad stated his group had been cross training, with a plan checker out in the field. If additional staffing were
necessary, he would come to the Council to request support.

Vice Mayor McHugh asked the City Attorney about signs, the sign ordinance and an update for freeway signs. Mr.
Ogaz said his office was working on the draft ordinance, meeting with affected parties for comments.

Councilmember Giordano asked the Finance Director about outreach to unlicensed businesses in the City. She
explained the various ways staff performs that task including use of software related to tax information.

Vice Mayor McHugh asked Ms. Greiner about the school district’s “Raising a Reader” program. He had received
compliments on the program and was committed to evaluating the program, along with the Milpitas Unified School
District. Ms. Greiner responded that the district staff had updated Council on the program last fall.

Councilmember Giordano inquired about Cardoza Park renovations. Staff reported that the updates had already
started and were due to be completed at the end of May. The summer concert series would open at Cardoza Park.

Vice Mayor McHugh wanted a report on adequate funding for the “Raising a Reader” program. He inquired about
Printing Services with the outside vendor. Staff responded vendor services were adequate.

Councilmember Giordano asked for additional explanation of savings achieved by the Fire Department. Interim

Chief Jeff Clet responded, there would be significant savings with concessions from the IAFF union and not hiring to
fill four vacancies, while there would be some increase in overtime.
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Councilmember Gomez noted he’d heard some discussion of contracting out for fire services. He has no interest in
pursuing that at all and sought affirmation from his colleagues when a motion was made.

Councilmember Giordano was concerned about this topic, based on the agenda items related to the budget. It would
need to be specifically on the agenda, noticed, and to allow people to speak on that topic exactly. She felt it would
put shackles on the new blue ribbon task force being put together.

Vice Mayor McHugh supported the suggestion of Mr. Gomez. This evening’s agenda was focused on the next FY
budget, on one year for now while the new task force would be looking longer term.

Councilmember Polanski asked about reimbursement for overtime, related to plan checks and inspection by Fire
Prevention unit staff. Staff explained how that was covered by appropriate fees charged to project applicants.

4. Review of Redevelopment Agency Budget and Financing

Finance Director Karlen next discussed the Redevelopment Agency budget, with $37.2 million in revenue
anticipated, mostly from tax increment funds. $42.5 million were anticipated in expenditures for salaries, major debt
service, supplemental ERAF (state owed), and the loan payment to the City.

The Vice Mayor inquired how much would be remaining in the loan after $5.4 million would be paid to the City.
Ms. Karlen responded, approximately $18 million.

5. Capital Improvement Program budget presentation

City Engineer/Public Works Director Greg Armendariz reviewed the five year CIP for Fiscal Years 2010-2015. It
had been reviewed by the Planning and PRCRC Commissions as well as the Council’s Neighborhood and Education
Subcommittee. $5.676 million was requested for the next year’s CIP in the FY 2010-11 budget, which represented
the smallest amount in quite some time. He displayed a Grand Summary for the six areas of the CIP, over the five
years of the CIP, with a grand total of $65 million, to cover projects for streets, parks, public buildings, city water,
sewer and storm system infrastructure.

Vice McHugh commented on the last five-year CIP vs. the new one presented at this meeting.

Then City Manager Williams reported that this was the end of the staff presentations. He provided recommendations
for Council action, per the written agenda.

Next, Mayor Livengood opened the public hearing at 7:58 PM.

Speakers:
Bill Ferguson, Milpitas resident, said the City was in tough economic times. The City needed to get serious about

salaries and benefits, get serious and reduce benefits, such as the retirement plan at age 50. These people make more
than most people in other similar jobs. He felt that firefighters giving up a 3% raise was not much.

Ed Riffle, Milpitas resident, referred to his ad recently published in the Milpitas Post. He received much response,
and was evaluating those. The ad piqued the public’s curiosity about how to reduce the price of government.
Milpitas was a very well run City. Now, with CalPers and the unfunded liability, this factor was understated
considerably. It could cost 50% or 60% or 75% of salaries soon enough for PERS.

Nancy Mendizabal, Milpitas resident, was not in favor of outsourcing any City services, such as safety or
maintenance of any kind. Residents appreciated the staff response time for all services, with much caring on the part
of City staff. The quick response and buy-in employees have for residents was valued.

Mayor Livengood thanked the speakers.

COUNCIL ACTIONS
(1) Motion: move to close the Public Hearing

Motion/Second: Councilmember Gomez/Vice Mayor McHugh

Motion carried unanimously by a vote of: AYES: 5
NOES: 0
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Vice Mayor McHugh commented on a total compensation study previously authorized, and reported from that, as he
recalled, firefighters came out poorly. That was justification for the 3% increase for firefighters voted by Council.
Mr. McHugh had a copy of the study and would address specifics in the future.

On the non-departmental expenses, Mr. McHugh asked about the loan amount and if a part was related to the Sun
Power loan, and staff responded yes. He next asked about a $4 million payment to the County and whether it was
related to the purchase and sale of property around EImwood, and staff replied yes. The City Manager commented
several years in future, there will be payments on that agreement.

Councilmember Polanski was pleased with the budget document and information. The goals for next year with the
performance indicators were very helpful. She thanked employees for stepping up to the plate to assist with the
budget deficit. She was not interested in outsourcing City services and had appreciation for fast response times for all
services, and was grateful.

Vice Mayor McHugh made a motion to approve the budget & financial plan for FY 2010-11, with no consideration
for outsourcing services in the coming years. Councilmember Polanski seconded the motion.

Councilmember Giordano wanted to (1) to remove the comment about outsourcing from the motion, and (2) she
dissented on the extension of the IAFF contract extension, not favoring any salary increase for firefighters in 2012,

Mayor Livengood responded to Ms. Giordano, regarding the motion already stated. Ms. Giordano requested to
amend the motion. There was no second to her amendment offered.

Councilmember Gomez stated his intention to take firefighting off the table forever, as it was not a long term
strategy. Mayor Livengood responded that it was separate from the motion, and the budget considered tonight and
he felt it was a policy issue. He requested in the future to agendize this topic, on June 1.
(2) Motion: to approve the FY 2010-11 City Proposed Budget & Financial Plan

Motion/Second:  Vice Mayor McHugh/Councilmember Polanski

Motion carried unanimously by a vote of: AYES: 4
NOES: 1 (Giordano)

Ms. Giordano stated that she objected to the contract extension signed with IAFF, and felt that the 3% increase
should be forgiven - not deferred.
(3) Motion: to approve the FY 2010-11 Capital Improvement Program
Motion/Second:  Vice Mayor McHugh/Councilmember Polanski
Motion carried unanimously by a vote of: AYES: 5
NOES: 0
(4) Motion: to approve the Proposed Five-Year (2010-2015) Capital Improvement Program
Motion/Second:  Vice Mayor McHugh/Councilmember Polanski
Motion carried unanimously by a vote of: AYES: 5
NOES: 0
(5) Motion: to approve the reclassification of Human Resources staff
Motion/Second: ~ Councilmember Giordano/Councilmember Polanski
Motion carried unanimously by a vote of: AYES: 5

NOES: 0
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(6) Motion: to approve retitling one Administrative Analyst to a Human Resources Analyst
Motion/Second:  Councilmember Polanski/Councilmember Giordano

Motion carried unanimously by a vote of: AYES: 5
NOES: 0

Next, Vice Mayor McHugh requested a report, by motion, on early retirement as an option. He wanted a report with
a list of employees who would be eligible with a detailed listing of savings achieved, over the life of the program by
years. He wanted discussion of any replacement of staff costs. He wanted the report to be “bullet proof” and would
want results verified by an auditor. Councilmember Polanski seconded the motion, however it was ultimately
withdrawn.

Councilmember Giordano questioned the fact that this topic was not on the agenda. She would want to know what
was the cost, before it was approved. She also asked the Mayor if a CPA was on the blue ribbon task force, the
motion could affect it. City Attorney Ogaz advised.

Mayor Livengood requested that staff put the Vice Mayor’s request on a future agenda. The City Manager
commented it was a policy matter. Vice Mayor McHugh requested the item on the June 1 agenda. Councilmember
Polanski agreed with bringing back the matter, and she too wanted to know costs.

Mayor Livengood stated the new body he recommended was the Citizens Community Budget Task Force by name.
He would bring recommendations for appointments to that new group at an upcoming Council meeting. He repeated
that the motion was withdrawn and would be brought back on June 1.

ADJOURNMENT
Mayor Livengood adjourned the Joint City Council/Redevelopment Agency budget hearing meeting in memory of
Mrs. Linda Rabe at 8:25 PM.

The foregoing minutes were approved by the Milpitas City Council as
submitted on June 1, 2010.

MW

Mary Lavelle, City Clerk
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