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CITY OF RICHMOND

CITY MANAGER’S OFFICE 


M E M O R A N D U M

DATE:
January 10, 2005

TO:

The Extraordinary Men and Women Who Work For the City of Richmond
FROM:
Phil Batchelor, City Manager 

SUBJECT:
THE STATE OF THE CITY OF RICHMOND…A MIRACULOUS STORY OF TURNAROUND AND RECOVERY

CITY EMPLOYEES COME TO THE AID OF THE CITY

The past eighteen months have been one of the most difficult and challenging periods in the history of Richmond. The City has been required to deal with a $35 million shortfall that was not identified until late into the 2003-2004 fiscal year.

The shortfall required the City Council to preside over two very difficult and debilitating rounds of layoffs. The layoffs of hundreds of city employees had a devastating impact not only on the individuals who lost their jobs and their families, but also upon the employees who were left with the burden of trying to provide service to the public with a substantially reduced workforce. Nearly one out of three positions in the City organization was vacated, frozen or eliminated.  Ultimately, all the citizens of Richmond would be impacted due to the lack of necessary resources needed to keep all the fire stations open, the police positions filled, the streets paved and cleaned, the libraries open, the youth and senior centers open, the parks maintained and to continue a myriad of other services.
Layoffs, increased workloads, and service reductions were just the beginning. These were followed by the need to reduce the cost of the city payroll.  Extended negotiation sessions that lasted for several months ended with tentative agreements being reached with all six of the City’s employee organizations to reduce the benefits for safety employees by nine percent (9%) and by eight percent (8%) for non safety employees. These tentative agreements were presented to you for ratification and most of you voted to ratify. Your willingness to ratify these agreements made it possible to stabilize the City’s finances. I very much appreciate your assistance and that of your union leaders in helping to put the City back on a firm foundation.

I also want to apologize for the precarious position that the City has found itself in during the last year and for the need to ask for your personal sacrifice to help place the organization back on a stable financial footing.

The Human Resources Management Department deserves special recognition for the professional way they have handled the vast quantity of layoffs.

WHAT HAS BEEN DONE TO IMPROVE THE OPERATIONS OF THE CITY?

I have very much enjoyed the opportunity to meet with each department and listen to your concerns and to be able to give you an update on the status of the City. Since so many things have happened since we last met, I would like to share with you some additional information about your achievements in 2004 and what you can anticipate in 2005:

Stabilization of the City’s Finances
In order to formulate an action plan for the future, the City Council asked that I provide an assessment of the affairs of the City. This was completed and a report entitled “INITIAL ASSESSMENT OF THE FISCAL AND ORGANIZATIONAL STABILIZATION NEEDS OF THE CITY OF RICHMOND” was presented to the City Council on September 14, 2004.  The Council approved moving forward with the 170 action items contained in this report. 

One of the first priorities that had to be addressed was to stabilize the finances of the City.  Sixty-four (64) of the 170 recommendations in the assessment report pertained to managing the City’s finances. Since September 14, 2004 the City Council has approved:

· Reorganization of the Finance Department to improve efficiency, accountability, communication and internal controls

· Re-establishment of a Purchasing function

· Establishment of a Cash Management function

· Review and strengthening of the Accounts Payable function

· Establishment and strengthening of a Budget Unit that reports directly to the Finance Director

· Approval of six additional positions needed to strengthen the Budget Unit, the Purchasing function and the Cash Management function

· Establishment of an Internal Audit function that will report directly to the City Council

· Adoption of Governmental Audit Standards to serve as parameters to govern the auditing work of the new Internal Auditing function

· Establishment of a Professional Audit Advisory Committee 

· Requirements that financial reports be prepared by every department, for all
revenue and expenditure items for review by the City Council every month

· Requirement that a cash balance review for all funds be sent to the City Council four times a year

· Development of position control accounting procedures

· Institution of a policy that one-time revenue sources will not be used as a source for funding continuing programs and activities

· The establishment of an Appropriation for a Contingency Reserve for community emergencies and natural disasters

It is important to note that despite of the financial difficulties that the City has experienced, there have been people in the Finance Department who have unselfishly sacrificed their time to help the City by consistently coming in as early as 4:00 am and working twelve hour shifts. Other staff members have been working every weekend for an extended period of time.  We all appreciate their talent and dedication.

Balancing the City’s Budget

In the past year the City has undertaken a major effort to get its financial house in order.  As a result the City projects a structurally balanced budget during the next two fiscal years, 2005/06 and 2006/07. The City will be able to balance its budget without the use of one-time funds and start making positive contributions towards the building of reserves.

We briefed the rating agencies that had downgraded and suspended our credit ratings early in 2004 and explained to the analysts the steps that have been taken to turn around the situation in the City. They were impressed with all that has been done in such a short period of time. 

New Automated Budgeting System

The Finance Committee supported and the City Council will have the opportunity to approve the acquisition and implementation of a budget preparation and implementation module supported by the firm of Applied Analytix. This new system will:

· Streamline the budget preparation process

· Provide easy to use monthly reports for each department

· Assist the City Council in monitoring City operations
If the City Council approves this acquisition at the January 18, 2005 meeting, the system will be up and running and all departments trained in its use by the middle of February. The system connects to the City's SAP system and will simplify the budget process.
Information Systems

In 2004, the employees in the Information Systems Division kept the organization’s information flowing under very difficult circumstances.  They moved the technology infrastructure from the Old City Hall to a more seismically safe building so that the City is much better prepared for earthquakes. The IT team also installed and managed the start-up and transition of the new City Council Chambers technology equipment.  They also moved the City’s telephone port over to a local service provider.  All of this was accomplished while enduring more than a 50% reduction in support staff and the loss of all their administrative staff.  Next year, the IT team looks forward to developing business processes for the newly acquired documentation and training tool, continuing hardware upgrades and replacements in order to improve communications and network services, and working on the Strategic Technology Master Plan.

Emergency Operations Centers

The City Council has approved the establishment of a federally approved and adequately equipped temporary Emergency Operating Center (EOC) and an alternate center to be used in case of emergencies by the City’s Emergency Service Chiefs. Plans are under way to establish a permanent EOC in conjunction with the communications dispatch building.

Risk Management

During the last three months, our employees in the Risk Management Division of the Human Resources Department have taken steps to more effectively manage the risk management function. They implemented a major upgrade to the City’s claims tracking and payment system that allowed for greater access and management of claims information, research, reporting, loss trending and other analytical tools.  As a result of these efforts, Risk Management staff is developing a citywide safety program to help protect the employees, reduce the frequency and severity of claims, to ensure the City’s compliance with a number of state and federal regulations and to reduce the City’s overall cost of risk.  

Cleaning-up the Streets of Richmond

The City Council approved on September 28, 2004 a policy of zero tolerance for the illegal dumping of trash in the streets of Richmond. The Council also approved a program to reorganize the abatement and code enforcement functions to allow the Public Works Department to respond to requests for abatement within one hour from the time of notification (those requests that require the use of heavy equipment would be handled within 24 hours).  A hotline was also established to facilitate the identification of violators.

Public Safety

In spite of the reductions in the Police Department, services are beginning to improve. The City ended the year with a ten- percent drop in the overall crime rate and a nine- percent reduction in the homicide rate as compared to 2003. These improvements were accomplished due to the tenacious work of the employees in the Police Department and the support, cooperation and involvement of the community. The Department’s latest numbers show that they have been able to maintain their response times to priority one calls (violent crimes against persons which are in progress) to less than four minutes.

The Fire Department has faced some severe challenges in 2004 with the layoff of firefighters and the rotating closure of fire stations. The good news is that nine laid off firefighters have been rehired, with the possibility of additional hires when other retirements occur. The men and women of the Fire Department have persevered and continue to respond to hazardous materials incidents, medical emergencies and fires. Such was the case when the personnel of Station 67’s quick actions recently saved the life of a citizen, who was rescued from a burning structure. 

One for the Children

The employees in Building Services deserve recognition for performing above and beyond the call of duty. While trying to respond to other building maintenance issues, during a period of time when layoffs and upheaval were the order of the day, they came to the rescue of the children who attend the North Richmond Child Care Center. This facility houses approximately 40-60 children and was threatened with closure because it was infested with mold, leaky windows, leaky roofs, toilets not operating, no drinking fountains and a host of electrical and plumbing problems. When it was discovered that there were little children in these deplorable conditions, it was agreed that something needed to be done immediately. Since that time, this center has been completely renovated and is scheduled to open this month as a refurbished facility.  Congratulations to the fine electricians, carpenters, painters, stationary engineers, utility workers and maintenance workers that saved this center for the children!

Reopening the Centers for the Children
The city is working with the Park and Recreation Commission, the Police Activity League, the faith based community, the library, schools, East Bay Community Foundation, and the private sector to develop an action plan to open a number of youth centers in the City in the very near future. The mission is to assist the youth; the goal is to create programs and centers to promote successful and positive living skills; and the objective is to leverage community resources. It is anticipated that several of the centers can be opened with an array of educational, sports, recreation, arts, and homework programs and activities.  This report is scheduled to be considered by the City Council in February. 

Seismic Safety Upgrades

The City Council recently approved a $10 million use of one-time monies for a seismic safety upgrade program.  This is a direct reflection of the high priority being given to protecting the safety and well being of City employees and members of the public and of assuring the availability of emergency and safety services immediately following an earthquake.  Included in the two-year program will be seismic upgrades of three fire stations, the Corporation Yard, the Hall of Justice, the Main Library, the Municipal Auditorium, and the Old City Hall.  Construction will start this summer.  

Rebuilding the Library System

The rebuilding of the City library system has begun and it is anticipated that in February 2005, the Bookmobile will resume full time service.  In the spring, the hours that the library will be opened will increase and the computers utilized by the public will be upgraded, thanks to a generous donation made through the Richmond Public Library Foundation. During this same time period, it is also anticipated that the online catalog and main computers will be upgraded so that access will be enhanced for all patrons who use the catalog.

RICHMOND'S ECONOMIC ENGINE: A KEY TO OUR FUTURE FINANCIAL SUCCESS

The City’s CED Group, which includes Building, Community & Economic Development, Housing Authority, Planning and Port departments have played and will continue to play a vital role in the financial recovery of City of Richmond.    

The Richmond Redevelopment Agency provided an important key to getting the City through its difficult financial problem.  We should all be proud and grateful for the Redevelopment Agency’s outstanding credit rating.  In late 2004, the Agency was able to access the bond market to provide funding for additional projects, including affordable housing projects, as well as funding to pay back the City the remaining $6,000,000 of debt owed to the City, plus interest.  The Agency has now repaid all of the debt it owed to the City’s general fund.  The Agency closed out the year by successfully closing escrow in mid-December on the 500,000 square foot Ford Assembly Plant Building.  Soon this important project will become a San Francisco Bay Area landmark.  

In 2005, the Agency expects ground to be broken on over 600 market rate housing units (Terminal One, Marina Bay North Shore, Marina Bay West Shore) in the Project Area.  Upon completion these units will generate in excess of $3.7 million in annual tax increment revenue, much of which will be available for revitalization of downtown Richmond. 

The Redevelopment and Housing teams far exceeded expectations on phase one of the highly successful Metro Walk project.  In addition, they scored significant successes on the Jelani Park, Getrude Street, Chesley Housing, Richmond Townhomes and in-fill housing projects.  In 2005, the Agency and Housing Authority working together will have over 1,000 affordable housing units under rehabilitation or construction!

During 2004, the staff that work for the Port put together a $5 million port improvement program that led to the opening of its new auto warehousing operation for Hyundai/Kia.  This project is already generating over $3 million in new annual revenues to the City and has created over 100 new jobs for the community.  In 2005, we will be working on a 10-Year Port Expansion Plan that will continue to generate additional revenues for the City.

THE FUTURE

New Leaders In Key Positions
The City has been fortunate to be able to recently hire several extraordinarily talented people to join our City workforce. 

In October 2004 the City hired Monique LeConge who is a veteran librarian who brings a high level of experience, knowledge and leadership to the City. She has a Masters of Library and Information Studies from U.C. Berkeley and worked as a library consultant around the state, and as an Adjunct Instructor for the School of Library and Information Science at San Jose State University. Monique has the vision and the energy to successfully handle the challenge of rebuilding the City Library system.

Bill Lindsay will become the new Richmond City Manager on February 14, 2005. He has a degree in economics from Yale, an MBA from U.C. Berkeley, has worked for a major consulting company, served as the Finance Director in two cities and has been the City Manager in Orinda for almost ten years. We are extremely pleased to have a man of Mr. Lindsay’s talent and capabilities joining the City staff.

Leslie Knight has been hired as the new Human Resources Director and will begin work on February 14, 2005. She is a graduate of Swarthmore College and has a Juris Doctorate from Boalt Hall. During the past ten years Leslie has worked as the Assistant County Administrator and Human Resources Director for Contra Costa County. She is extremely talented and has twenty-five years of personnel and labor relations experience.

The City’s Executive Management team will be well served by these three exceptional professionals.
 General Plan Update
In 2005, the Planning Department will embark on the all important update of the City’s General Plan. This $1.2 million multi-year undertaking will lay out the blueprint for the City’s continued growth and prosperity over the next 20 years.  It will be hard work, but well worth it for the community.

Voters Approve New Taxes:  Measure Q
The voters of Richmond have come to the aid of the City by passing Measure Q, the one-half of one percent sales tax measure. It is estimated that this measure may bring as much as six million dollars a year into the City’s coffers, although the exact revenue amounts will not be known until the State Board of Equalization implements the Measure Q changes beginning April 1, 2005 and transmits the first two months of revenues to the city in June.  On November 16, 2004 the City Council tentatively allocated these funds with the charge to staff to leverage these funds to attract state, federal, foundation, non-profit and private sector funding sources. It is anticipated that these funds will be used to restore a portion of the positions, programs and services that have previously been impacted including the following:

· Increase patrols in high crime/high violence areas by adding police officer positions in the Police Department. 

· Increase fire service and decrease response time by restoring firefighter positions and eliminate the need to close any fire stations.  

· Increase educational opportunities for the children and adults by increasing library hours and providing for a full service bookmobile to serve the schools by adding positions to the Library budget. 

· Provide recreational activities for the youth by opening some of the community centers with the addition of part-time and full time staff positions to the Recreation budget. 

Point Molate a Long-term Financial Opportunity

On November 9, 2004, the City Council approved the sale of the Point Molate property to Upstream Point Molate LLC, which intends to seek approvals for the construction of a casino resort project on the property.  The City received this property from the Navy as a part of the base closure process. The contract with Upstream calls for non-refundable deposit payments of up to $15 million, of which the City has already received $1 million.  Upon closing of the sale, the City will receive $50 million for the property (less the deposits paid), with $20 million being cash and $30 million being in the form of a guaranteed note payable at $2 million per year for 15 years, plus interest.  In addition, if the casino project is approved, upon commencement of operations of the project, the City will receive annual payments estimated at $15-17 million per year, indexed for inflation. Upstream estimates that the casino would provide upwards of 2,500 direct jobs and arrangements are included to give preference to Richmond residents for those jobs.  The agreement calls for reservation of about 150 acres of public open space and about 33 acres of shoreline park, as well as completion of the Bay Trail through the property, all funded and maintained by the developer.  If the casino project is not ultimately approved, Upstream may propose an alternate project for the site.  While there are many hurdles yet to clear for this project (including litigation filed against the project by the East Bay Regional Park District), this project represents a tremendous opportunity for the City and its citizens, not only in direct financial terms, but in terms of providing jobs, economic activity that will help local businesses and access to useable public open space for recreation and enjoyment by all.    

Improved Credit Rating
In response to the City’s actions to improve and stabilize its financial position, Moody’s Investors Service has just upgraded the City’s ratings by four notches to Baa2.  We are still waiting to hear from Standard & Poor’s regarding their reinstatement of the City’s ratings which we anticipate will come in the next couple of days.  If Standard & Poor’s follows Moody’s lead, then the credit quality of the City’s bonds will be “investment grade.”  The City will once again be able to access the capital markets for its general financing needs.  In addition, the rating upgrades mean that investors owning the City’s bonds will see an increase in their value.

A WORD OF COMMENDATION
The work that has been accomplished by the City Council and the men and women that work for the City of Richmond during the last year is truly admirable. I also thank the staff in the City Clerk’s Office and the City Attorney’s Office who have provided energetic and dedicated service during very demanding times.  It has been a pleasure to have had the opportunity to work with you. During the last few months I have had the opportunity of describing your accomplishments to the rating agencies, the business community and to members of the public, and without exception they have been very impressed with how quickly you have been able to move the City from the point of crisis and place it on the road to a stable and promising future. The City of Richmond has so many wonderful assets and resources including the people who work and sacrifice to serve the public. 
Thank you!
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