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City of Milpitas

Budget and Service Assessment

Council Briefing
May 7, 2012
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Assessment Focus and Limitations

® High-level review of organizational structure
and services

®* Assessment of revenue projections

®* Assessment of staff proposed budget
reductions
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History of Realigning the City’s Budget

® Atotal of 23% reduction in staffing, flattening of
organizational hierarchy, reduction of management

® Salary concessions ranging from 7% to 16% from the
employee groups this year

®* Five employee groups included two-tiered retirement
formula for new hires this year

® Ongoing reductions in operating expenditures and
equipment depreciation funding

® Restructured service delivery
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Financial Projections for FY 2012-13

® Staff revenue projections are appropriately
conservative and reasonable

®* Net operating deficit before the impact of the
RDA elimination was manageable

® Staff’s planned reductions will close gap, but
will have service impacts, which may be
unavoidable
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Recommendations — Salaries and Benefits

®* Negotiate changes to MOUs to reduce cost
and future liabilities in several areas, such as:
= Reducing specialty pays (e.g., longevity, holiday in
lieu, and certification allowances);

" |Increasing employee share on pension
contributions;

= Discontinuing four-day work week in Public
Works; and

= Adjusting fixed staffing requirements in Fire
contract.
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Recommendations — Salaries and Benefits conts

® Use total compensation approach to
negotiations to reduce costs while providing

choice and flexibility.

* Implement health plan benefit changes to
control costs and offer cafeteria-style choices
to provide customization by employees.
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Pension Contributions

MPOA MPOA proTec Mid- UnRep UnRep
PERS Rate MEA MSA  Safety Misc h Mgnt Misc  Safety
Employee Paid
Member 9% 8% 8% 9% 8% 8% 8% 8% 9%
Contribution
Employee Paid
Employer 7% 15.40% | 14.80% 7% 7%
Contribution
Eﬁp:g":;"a'd 23.175| 19.769| 19.769| 30.175| 19.769| , L 0o | 4 opgos| 12769 23.175
ARV % % % % 0| T20770| F7077 % %
Contribution
Total 39% 28% 28% 39% 28% 28% 28% 28% 39%
Employee Paid 16% 8% 8% 9% 8% 23% 23% 15% 16%

Note: In bargaining, some units had pay reduced and others accepted an increase in pension contributions.
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Recommendations — Consolidation

® Create a Community Development Department by
combining Planning & Neighborhood Services,
Building, and remaining in-house engineering
functions to streamline work processes and reduce
cost.

® Combine support functions into an Administrative
Services Department to share clerical resources and
streamline departmental support.

® Combine Fire plan reviews and inspections with
building plan reviews and inspections.
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Recommendations — Outsourcing

® Qutsource some Public Works functions as
staff proposes, which are structured to

provide costs savings while protecting service
delivery.

® Use a request for proposals to test cost
competitiveness of the City’s fire service.
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Recommendations — Outsourcing con

® Contract remaining custodial work.

® Evaluate outsourcing or other service delivery
models for the most efficient delivery of
dispatch, graffiti abatement, crossing guards,
utility billing, housing compliance, records
management, and others.
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Recommendations — Operations

Assess Fire Department equipment scheduling
and staffing.

Use auto allowances to reduce fleet size.
Implement online building plan submission.

Review fleet maintenance for best
practices/process improvements (e.g., just-in-
time parts inventory management).



Recommendations — Operations con

® Move Senior and Youth Centers to a nonprofit
model; use contractual staff rather than FTEs.

® Eliminate programs that replicate private
services (e.g., preschool program).
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Recommendations — Revenues

® Modernize business license fees so they are
based on gross receipts, rather than number
of employees.

®* Review code and methodology for full cost
recovery on user fees for services that are
provided to specific customers, rather than
the public at large.

®* Develop new fees for user-based services (e.g.
wide load permits, vehicle extrications) for
which cost recovery is not occurring.
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Recommendations — Revenues cnta

®* Implement an advanced planning charge to
recover costs.

® Ensure liens are placed on properties for
unpaid bills in order to reduce non-payments.

® Consider a sales tax measure—with additional
cost reduction strategies—to permanently
replace lost RDA revenues.
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Other Recommendations

® Conduct a Standards of Cover study for fire;
analyze fire station deployment for coverage at
peak hours in order to match staffing to actual
needs, with a focus on reducing overtime and
other costs.

®* Analyze changes in workers’ compensation
claims to determine root cause and implement
changes to reduce cost.

® Review vehicle replacement policies and
schedules
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Other Recommendations contd

® Analyze police staffing and scheduling in order
to find ways to reduce costs.

®* Ensure all contracts for services are scalable,

as demand changes, so that costs match
heeds.

®* Implement the move from PBX-based
telephones to VOIP to reduce telephony cost.
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Potential Impact

Activity Potential Impact

Salaries and Benefits $3.0 million or more
Outsourcing (including Public Works) $2.5 million
Consolidation $1.0 million
Operations S0.5 million
Revenues $1.5 million

Sales Tax Measure Between $4.0 to $8.0 million
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Questions?

Andy Belknap, Regional Vice President

abelknap@managementpartners.com
(805) 320-1702

Kevin Knutson, Special Advisor

kknutson@managementpartners.com
(775) 848-5965
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