COUNCIL AGENDA: 9/20/2022

I FILENO: 221367
SAN JOSE Memorandum

CAPITAL OF SILICON VALLEY

TO: HONORABLE MAYOR AND FROM: Toni J. Taber, CMC
CITY COUNCIL City Clerk S )
SUBJECT: SEE BELOW DATE: September 20, 2 @—/ '

SUBJECT: Fourth Quarter Financial Reports for Fiscal Year 2021-2022

Recommendation

As recommended by the Public Safety, Finance and Strategic Support Committee on August 18,
2022:

Accept the Fourth Quarter (period ended June 30, 2022) Financial Reports for Fiscal Year 2021-
2022 for the following programs:

(a) Debt Management;

(b) Investment Management;

(c) Revenue Management; and

(d) Purchasing and Risk Management.

CEQA: Not a Project, File No. PP17-009, Staff Reports, Assessments, Annual Reports, and
Informational Memos that involve no approvals of any City action. (Finance)

[Public Safety, Finance and Strategic Support Committee referral 8/18/2022 - Item (d)1]
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FILE: CC 22-169

SAN JOSE Memorandum

CAPITAL OF SILICON VALLEY

TO: PUBLIC SAFETY, FINANCE, AND FROM: Julia H. Cooper
STRATEGIC SUPPORT COMMITTEE

SUBJECT: FOURTH QUARTER FINANCIAL DATE: August 8, 2022

REPORTS FOR FISCAL YEAR
2021-2022

Approved M\w’ o Date 8/9/2022

RECOMMENDATION

(1) Accept the Fourth Quarter (period ended June 30, 2022) Financial Reports for Fiscal Year
2021-2022 for the following programs:

(a) Debt Management

(b) Investment Management

(c) Revenue Management

(d) Purchasing & Risk Management; and

(2) Refer and cross-reference the Fourth Quarter Financial Reports for Fiscal Year 2021-2022 to
the September 20, 2022 City Council Meeting for full adoption.

OUTCOME

Provide the guarterly update on debt management, investment management, revenue
management, purchasing and risk management work efforts.

BACKGROUND

The attached Fourth Quarter Financial Reports for Fiscal Year 2021-2022 (quarter ended June
30, 2022) presents the quarterly activity for the City of San Jose (City) Finance Department Debt
Management, Investment Management, Revenue Management, and Purchasing and Risk
Management programs (Attachment A). Additionally, the Fourth Quarter Investment Report has
been distributed to the City Council via email and is available on the Finance Department web


http://www.sanjoseca.gov/index.aspx?NID=759
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pagel. As part of the ongoing effort to streamline work efforts within the Finance Department,
these reports on four programs are combined into a single report for submission to the Public
Safety, Finance, and Strategic Support Committee (PSFSS Committee) for its review and referral
to the City Council for acceptance.

ANALYSIS

A brief narrative discussion is provided below for all four components of this quarterly report:
Debt Management

Investment Management

Revenue Management
Purchasing & Risk Management

Debt Management Program

This Fourth Quarter Debt Report focuses on the City’s debt activities for the period ended June
30, 2022, and relates to the following elements of the City’s Debt Management Program:

e Completed financings and current debt portfolio;

e Debt issuance and management activities completed and anticipated during the next
quarter (July 1, 2022 through September 30, 2022); and

e Current interest rate environment and credit ratings.

Investment Management Program

Pursuant to the City’s Investment Policy, verbal presentations in addition to the written reports
are provided to the Public Safety Finance Strategic Services Committee for the Second and
Fourth Quarter Reports. The materials presented in this consolidated report provide a “snapshot”
of the investment portfolio. The Investment Report will be agendized for acceptance by the City
Council pursuant to the Investment Policy.

Revenue Management Program

The Revenue Management report highlights key aspects of the City’s ongoing collection efforts.
These efforts focus on collecting all outstanding receivables, with an emphasis on reducing
delinquent accounts and enhancing revenue compliance through four primary collection
programs: Accounts Receivable, Business Tax, Revenue Compliance and Monitoring, and
Utility Billing. This report highlights the Revenue Management Division’s collection efforts and
summarizes the progress towards maintaining a Return on Investment ratio of 5.5to 1. The
fourth quarter FY 2021-22 Return on Investment is 5.3 to 1.

1 https://www.sanjoseca.gov/your-government/departments/finance/reports/-folder-450
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Business Tax COVID-19 Hardship Exemption Outreach and Application Processing

From October 1, 2020 through June 30, 2022, the Finance Department implemented the
COVID-19 Business Tax Hardship Exemption Program, per Chapter 4.76.345.6 of Title 4 of the
San José Municipal Code to temporarily expand eligibility for existing financial hardship
exemptions for low-revenue generating small businesses and small business owners with limited
household incomes to include all persons engaged in business in the City who satisfied certain
financial hardship requirements. Businesses were allowed to apply for this financial hardship
exemption based upon anticipated income instead of actual tax returns for each eligible calendar
year.

From October 1, 2020 through June 30, 2022, the Finance Department partnered with the City
Manager’s Office and Office of Economic Development to perform and track outreach on the
updated business tax exemption program, which included:

Flash Reports (#181, #190 ~ 14,000 subscribers)

Social Media (Nextdoor, Facebook, Twitter, Instagram; ~ 8,000 total impressions)
Media Advisory (12,331 recipients)

Emails sent to Mayor and all City Council members

Emails sent to various business associations (e.g., Business Owners Space, San Jose
Downtown Association, Japantown Business Association)

Business Tax customer emails (58,601 emails)

e Business Tax invoice inserts (60,426 inserts), and

e Informational fliers posted online and in City Public Libraries, in English, Spanish,
Chinese, and Vietnamese.

During the twenty-one months of the COVID-19 Business Tax Hardship Exemption Program, a
total of 5,267 financial hardship exemption applications submitted by businesses and residential
landlords were processed by the Finance Department as follows:

Status Business Tax Accounts  Percent
Approved 3,896 74.0%
Denied 1,365 25.9%
Pending 6 0.1%

Total 5,267 100.0%

To date, the estimated business tax revenue loss for approved exemptions is $800,452 vs. the
original forecast of $1.9 million over the 21-month program period. Actual loss revenue will be
determined after business owners provide documentation they remained eligible for the hardship
exemption program after filing their federal tax returns. Finance staff anticipates reporting the
final impacts of the program in the Second Quarter Financial Reports for Fiscal Year 2023-2024
(February 2024).
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In June 2022, as part of the FY 2022-23 Operating Budget process, the Council adopted
Manager’s Budget Addendum (MBA) #38, Accounts Receivable Amnesty Program Pilot (Equity
Lens)2. Council directed the Administration to pilot an Accounts Receivable Amnesty Program
for unpaid penalties and interest accruing to the City of San José General Fund and select fees
within other funds for certain accounts billed from April 2020 through August 2021. The
estimated gross accounts receivable is $4.7 million, up to an estimated $1.3 million in waived
unpaid penalties and interest, and an estimated Accounts Receivable Amnesty Program
implementation expense of $192,000. The Finance Department will bring forward the Program
for Council approval in September 2022 and the Finance Department Revenue Management
team will implement and report on this pilot program in quarterly reports to the PSFSS
Committee during the FY 2022-23.

Purchasing Program

The Purchasing report highlights the key aspects of the City’s purchasing operations. The
Purchasing Division of the Finance Department is responsible for the centralized procurement of
equipment, supplies, materials, information technology, and non-consulting services, pursuant to
the Chapter 4.12 of Title 4 of the San José Municipal Code. The Purchasing Division’s mission
is to deliver procurement and contracting services pursuant to public procurement best practices.

This quarter, the Purchasing Division completed the detailed assessment of the Purchasing
Division’s procurement processes (Procurement Improvement), in accordance with the City
Roadmap workplan, as further described in the attached report. Staff provided a summary of key
findings and recommendations to the Smart Cities and Service Improvement Committee on April
7, 2022, and the City Council on May 10, 2022.

Risk Management Program

The Risk Management report highlights the key aspects of the City’s risk management program.
The Risk Management Program is responsible for procurement and oversight of the City’s
property and casualty insurance programs. The Program also provides contractual risk
management services, property subrogation claims reporting and other key services to City
Departments including enterprise departments such as the Airport Department and San José —
Santa Clara Regional Wastewater Facility.

This quarter, the Risk Management Division implemented two business process automation
(BPA) processes to improve service delivery to departments, as summarized in the attached
report.

2 https://www.sanjoseca.gov/home/showpublisheddocument/86803/637901371454200000
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CONCLUSION

The Financial Reports provide information and transparency of the Finance Department’s
management of debt, investment, revenue, and purchasing and risk management activities for the
quarter.

EVALUATION AND FOLLOW-UP

The Finance Department prepares this report on a quarterly basis for review and approval by the
PSFSS Committee. The Finance Department staff make a presentation on the Investment
Management portion of the report pursuant to the Investment Policy and be available to answer
questions on the balance of the Fourth Quarter Financial Reports for Fiscal Year 2021-2022 at
the PSFSS Committee meeting on August 18, 2022.

CLIMATE SMART SAN JOSE

The recommendation in this memo has no effect on Climate Smart San José energy, water, or
mobility goals.

PUBLIC OUTREACH/INTEREST

This memorandum will be posted on the City's website for the August 18, 2022 PSFSS
Committee meeting and on the September 20, 2022 City Council agenda.

COORDINATION

This memorandum has been coordinated with the City Attorney’s Office and City Manager’s
Budget Office.

COMMISSION RECOMMENDATION/INPUT

No commission recommendation or input is associated with this action.

Is/
JULIA H. COOPER
Director of Finance
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Attachment A: Fourth Quarter (period ended June 30, 2022) Financial Report for Fiscal Year
2021-2022

For questions please contact:

Program

Finance Contact

Finance Division

Phone

Debt Management

Luz Cofresi-Howe

Assistant Director

(408) 535-7041

Investment Management

Luz Cofresi-Howe

Assistant Director

(408) 535-7041

Revenue Management

John Kachmanian

Deputy Director, Revenue
Management

(408) 535-7034

Purchasing & Risk
Management

Luz Cofresi-Howe

Assistant Director

(408) 535-7041
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FOURTH QUARTER FINANCIAL REPORT
FOR FISCALYEAR 2021-2022

Public Safety, Finance and
Strategic Support Committee

Prepared by the Finance Department
August 18,2022

CITY OF
CAPITAL OF SILICON VALLEY



FOURTH QUARTER
DEBT MANAGEMENT REPORT
FOR FISCALYEAR 2021-2022
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Outstanding Debt

CITY OF

SAN JOSE

CAPITAL OF SILICON VALLEY

($ million)

OUTSTANDING DEBT ISSUED

(CiTY AND ALL AGENCIES)

Outstanding Debt as of June 30,2022: $4.7 Billion
FY 2021-22Year to Date Debt Issuance: $877 Million
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DIRECT OUTSTANDING DEBT

(CiTY AND ALL AGENCIES)

Outstanding Debt as of June 30,2022: $3.94 Billion
(Excluding Multifamily Housing Revenue Bonds)

0 CSJ GO Bonds

$582,110,000
O SuccessorAgency Tax 14.78%
Allocation Bonds
$1,287,630,000 O CSJFA Bonds/CP Notes

$746,547,000
18.96%

32.70%

O RWF Notes B Airport Revenue Bonds/
B Land-SecuredFinancing $236,869,682 CP
g«'ﬂé $3,525,000 6.02% $1,081,137,000
Scm( oF JOSE 0.09% 4 27.46%

CAPITAL OF SILICON VALLEY




DEBT ISSUANCE ACTIVITIES

DURING FOURTH QUARTER (APRIL — JUNE 2022)

* CSJ Financing Authority Lease Revenue Bonds, Series 2022A
— $165.8 million

* Convention Center Refunding Project — refunded Special Hotel
Tax Bonds, Series 201 |; CSJFA Lease Revenue Bonds, Series 201 | A;
and Exhibit Hall and South Hall Commercial Paper Notes in April

* Regional Wastewater Facility Revenue Tax-Exempt Notes

" [ssued $40 million in May and $10 million in June

CITY OF
CAPITAL OF SILICON VALLEY



SELECTED DEBT MANAGEMENT ACTIVITIES

DURING FOURTH QUARTER (APRIL — JUNE 2022)

* Debt Management

» Pre-Issuance Activities

* 2022 Tax and Revenue Anticipation Notes (TRANSs) — to facilitate the prefunding
of certain employer retirement contributions in 2022-2023

* Payment of Commercial Paper (CP)

* $8.4 million (Exhibit Hall) and $42.4 million (South Hall) outstanding CSJFA CP
notes were refunded from Lease Revenue Bonds, Series 2022A proceeds in April

* $380k (Floods) and $725k (ESCO) CSJFA CP were retired in April

* $17.8 million Airport CP was retired in June

CITY OF
CAPITAL OF SILICON VALLEY



SELECTED DEBT MANAGEMENT ACTIVITIES

DURING FOURTH QUARTER (APRIL — JUNE 2022)

* Reporting
" Annual Debt Service Compliance Certificate
* CSJFA Commercial Paper (June)

* Annual Compliance Budget Requirement
* Airport Commercial Paper (May)

* CSJFA Commercial Paper (June)
* CSJFA Lease Revenue Bonds, Series 2013B (June)

= Material Event Notices Filed with Municipal Securities Rulemaking Board

* Standard & Poor’s Rating Upgrade for Airport Revenue Bonds from A- to A

CITY OF /’|
SAN JOSE ’ &



UPCOMING DEBT ISSUANCE AND MANAGEMENT
THROUGH SEPTEMBER 30,2022

* Debt Issuance
= $275 million — 2022 Tax and Revenue Anticipation Notes (TRAN) issued July 1,2022

" Pre-Issuance Activity
* RWEF Financing (Revenue Bonds) — Underwriters selected:
* Wells Fargo as Senior Manager (book runner)
* Morgan Stanley as Co-Senior Manager

* Debt Management

= Issuance of RFP for Arbitrage Rebate Services and Continuing Disclosure/Audit Compliance
Services

= [ssuance of RFP for Municipal Advisory Services for various debt programs
= Selection of Underwriter(s) for pools for various credits
= ROPS 23-24 Prior Period Adjustments (Due to County on October 1,2022)

CITY OF
CAPITAL OF SILICON VALLEY Ig'



TAX-EXEMPT MARKET INDEX

(20-YEAR FIXED RATE)

| 0-year history of tax-
exempt long-term (20-year
term) interest rates
averaged 3.03% and are
currently at 3.43% (as of
7/20/22)

CITY OF
CAPITAL OF SILICON VALLEY
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VARIABLE INTEREST RATES

(TAXABLE)

Taxable LIBOR monthly 2.0% 1
interest rates paid by the 1 Month LIBOR (Taxable)
City averaged 1.05% in Q4. 15% | —T-onfh SOFR (Taxanle)
The Taxable LIBOR and g
SOFR monthly interest rates g 0% -
currently are at 1.97% and o
1.42% (as of 7/12/2022) g

0.5% -

00% —F——————

CITY OF
CAPITAL OF SILICON VALLEY



GENERAL CREDIT RATINGS

CITY OF SAN JOSE

* City continues to maintain very high credit ratings:

AA+

: Aal AA+
Issuer Rating

(stable) (stable) (stable)
L Aal AA+ AAA
General Obligation Bonds (stable) (stable) (stable)
Lease Revenue Bonds Aa2 AA AA
(Essential Assets) (stable) (stable) (stable)
Lease Revenue Bonds Aa3 AA AA-
(Less Essential Assets) (stable) (stable) (stable)

CITY OF
CAPITAL OF SILICON VALLEY



GENERAL OBLIGATION CREDIT RATINGS

* City GO Ratings are higher than the State of California’s ratings and
similar to Santa Clara County’s ratings, which is not surprising given
the extent of the tax base and other credit fundamentals shared by

the City and County:

T S N T

City of San José
State of California Aa2 AA- AA
Santa Clara County [1] AAA AA+

[IT Moody’s does not currently rate Santa Clara County’s General Obligation Bonds but maintains an Issuer rating of Aal.

CITY OF
CAPITAL OF SILICON VALLEY



OTHER CITY CREDIT RATINGS

A2 A* A

San José Airport Bonds

(stable) (stable)
SARA Senior Tax AA
Allocation Bonds Not Rated (stable)

*In June 2022, S&P raised the credit rating of the Airport Bonds from A- to A.

CITY OF
CAPITAL OF SILICON VALLEY

(stable)

AA-
(stable)



FOURTH QUARTER
INVESTMENT REPORT
FOR FISCALYEAR 2021-2022

CITY OF
CAPITAL OF SILICON VALLEY



INVESTMENT POLICY

(COUNCIL PoOLICY 4-42)

* Investments meet the requirements of the City’s Investment Policy
and conform with California Government Code section 53604

* Authorized investments are only highly-rated fixed income securities

* Investment Policy is reviewed annually and was last adopted by
resolution of the City Council on March 45,2022

* Investment Program is audited semi-annually for compliance purposes

CITY OF ol
CAPITAL OF SILICON VALLEY



INVESTMENT OBJECTIVES & REPORTING

* Manage investments to meet the City’s Investment Policy objectives:
= Safety
= Liquidity
" Yield
* Quarterly reports are available to the public
= Online

" |n PSFSS Committee agenda packets
" |n City Council agenda packets (for acceptance)

CITY OF
CAPITAL OF SILICON VALLEY



SOCIALLY RESPONSIBLE INVESTMENT GOALS

* Articulated in Section 22 of the Investment Policy:
* Support community well-being through:
*  Safe and environmentally sound practices
* Fair labor practices
= Support equality of rights
= Serve all members of the local community
* Promote community economic development

CITY OF
CAPITAL OF SILICON VALLEY



PORTFOLIO PERFORMANCE SUMMARY

Size of Total Portfolio $2,725,410,958
Earned Interest Yield |.111%
Weighted Average Maturity 533 days
Fiscal Year-to-Date Net Income Recognized $21,189,153
Exceptions to the City Investment Policy this Quarter |1

t Pursuant to Section 20.0 (Reporting Policy Exceptions) of the City of San José Investment Policy, the Director of
Finance reported a violation of the Policy to the City Manager within three business days of discovery, and reported
to the City Council on June 30, within ten days of discovery. Additional details can be found in the following slide.

CITY OF

SAN JOSE 18

CAPITAL OF SILICON VALLEY



CITY OF
CAPITAL OF SILICON VALLEY

SUMMARY OF POLICY EXCEPTIONS

On June 28,2022, a review of the investment portfolio holdings identified a violation of the City of
San José Investment Policy (Policy) with respect to the applicable limitations of investments in Joint
Power Authority Pools (JPAPs) as outlined in Section 9.1 of the Policy.

= Section 9.1 (f) of the Policy states no more than 10% of the portfolio shall be invested in any single JPAP

Following City Council approval of the addition of JPAPs as permitted investments, the City began
its participation in the California Asset Management Program (CAMP), a JPAP investment option
Initial CAMP investment of $400 million on June 24, 2022, resulted in CAMP representing 14.38% of
the portfolio, a violation under Section 9.1 | (f) of the Policy; subsequent investments in CAMP of
$79 million on June 28,2022, and $26 million on June 27,2022, resulted in CAMP representing
16.78% and 17.49%, respectively

As the corrective action, the Finance Department withdrew $236 million from CAMP on June 30,
2022, and brought the portfolio into Policy compliance, with approximately 9.87% of the portfolio
invested in CAMP; funds withdrawn from CAMP were reinvested in money market funds and used
to make the final 2021 TRANs payment. No negative impact on the City’s investment return



PORTFOLIO INVESTMENTS

Total Investment Portfolio: $2,725,410,958

Negotiable Certificate of Deposit (NCD

JPAP $269,000,000 Asset Backed Securities
$50,000,000 (1.8%)

Corporate Notes 11,452,196 (0.4%
(9-9%) $284,061,383 (10.4%) $11,452,196 (0.4%)

Muni Bonds
$178,805,665 (6.6%)

Supranationals
$232,385,632 (8.5%)

Mortgage Backed Securities
$125,388,451 (4.6%)

Money Market Fund
$272,564,638 (10.0%)

U.S. Agency

$1,181,514,796 (43.4%) $3;’-2§-8 T;ggsaﬂéy

LAIF $85,000,000
(3.1%)

CITY OF %

S AN |OSEmsssssss 20

CAPITAL OF SILICON VALLEY §




INVESTMENTS BY FUND

The $943.3 million in the Wastewater S1 Clean Enery
General Fund presented includes §443,133,264 $54,832,856 @ rnal Services  Airport
Fund $242,643,725 Capital Projects

. $3,831,727
monies, as well as $332,800,084  special Revenue

Funds
in other, separately tracked $402,767,462
general funds, such as the
Emergency Reserve Fund, the
Coronavirus Aid, Relief, and
Economic Security (CARES) Act,
the American Rescue Plan (ARP)
Act of 2021 and other smaller

funds and reserves

Debt Service
$36,704,338

Development Fees
$54,319,112

General Fund
$943,328,451

Parking
$45,046,135

$317,775;524
Muni Water

$36,489,372

S AN JOSE— 21
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GENERAL FUND BALANCE

* General Fund balance increased by $389.2 million during the quarter
and ended at $943.3 million as of June 30, 2022

» General Fund balance usually peaks during the months of January and June,
when the bulk of property taxes are received; declines in the summer due to
retirement prefunding; and declines throughout the rest of the year due to
debt service payments and operational expenditures

» This quarter included repayment of the remaining balance of the 2021 TRANs
for $142.5 million

* Projected investment maturities and revenues are sufficient to cover
anticipated expenditures for the next six months

CITY OF
CAPITAL OF SILICON VALLEY



COMPARISON OF CASH BALANCES

City’s advance receipt of
federal relief and recovery
assistance over the past
two fiscal years has altered
the pattern of cash
receipts

CITY OF
CAPITAL OF SILICON VALLEY

(BY SELECT FUNDS)

Dollars in millions
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BENCHMARK COMPARISONS

*“City” refers to City's Fund 3
Portfolio, and the yield data are
month-end weighted average
yields

*“LAIF” refers to the State of CA
Local Agency Investment Fund
and yield data are average
monthly effective yields

*“BAML” refers to Bank of
America Merrill Lynch |-3 Year
AAA-A US Corporate &
Government Index and yield data
are rolling 2-year effective yield

CITY OF

SAN JOSE

CAPITAL OF SILICON VALLEY
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BAML: 0.737% 679
Jun-20 Se;;—ZO De;—ZO Mar‘—Zl Jun‘—21 SeI;—ZI De;—Zl Mar‘—22

e City ] AIF B AML
=
24 ($)

Jun-22



FY2021-22 INTEREST RATE COMPARISONS

1FQ22 2FQ22 3FQ22 4FQ22 Current
9/30/2021 12/31/2021 3/31/2022 6/30/2022 8/5/2022

Portfolio (Fund 3)

Fed Funds Rate
Money Market

LAIF

Treasury
Notes/Bills
90 Day

| Year
3 Year

5 Year

b

CITY OF

SAN JOSE

CAPITAL OF SILICON VALLEY

0.89%

0.08%

0.03%

0.21%

0.04%

0.07%

0.51%

0.97%

0.86%

0.08%

0.03%

0.22%

0.04%

0.38%

0.96%

1.26%

25

0.92%

0.33%

0.14%

0.40%

0.50%

1.61%

2.51%

2.46%

1.30%

1.58%

1.36%

0.92%

1.67%

2.78%

3.01%

3.04%

1.56%

2.33%

2.06%

1.21%

2.50%

3.24%

3.17%

2.96%



INVESTMENT STRATEGY

* Continue matching known expenditures with suitable investments
within the 24-month horizon

* Extend a portion of the portfolio beyond two-year term, when
appropriate, to provide income and structure to the portfolio

* Maintain the diversification of the portfolio

* Focus on core objectives of safety, liquidity, and yield

CITY OF
CAPITAL OF SILICON VALLEY



FOURTH QUARTER
REVENUE MANAGEMENT REPORT
FOR FISCALYEAR 2021-2022

CITY OF
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REVENUE MANAGEMENT PROGRAMS

* Finance Department Revenue Management focuses on collecting all outstanding
receivables, with an emphasis on reducing delinquent accounts and enhancing
revenue compliance, through four primary collection programs:

= Accounts Receivable
= Business Tax
= Compliance and Monitoring
= Utility Billing
* Efforts may span several reporting periods, and actual collections are reported as
funds are received by the City

CITY OF
CAPITAL OF SILICON VALLEY



REVENUE MANAGEMENT PORTFOLIO
FY 2020-21 REVENUE ($ IN MILLIONS)

Total Revenue: $4.242B

City-Wide Revenue Mi;cl.siilil;ing
. _ . ’ (excluding Revenue Management) .
Source: 2020-21 City Manager’s $3,090 SalesTax /|3.44, |
Budget Office Annual Report $284.0 Business Taxes
24.6% $56.3
4.9%

(Graph is updated annually)

‘ Lodging Taxes and
/ Fees

$27.8
Utility Billing \ -
$405.5
35.2% \ Franchise Fees
$45.6
\ 4.0%

Utility Users Tax
Real Property Transfe/

$107.0
Tax Telephone Line Tax

9.3%

$50.5 $20.9

CITY OF m 4.4% 1.8%
SAN JOSE 29

CAPITAL OF SILICON VALLEY

Revenue Management
$1,152




INVOICING AND PAYMENTS

(5 YEAR HISTORY)

Includes invoices billed through the

Business Tax System, the centralized 99.4% 99.5% 99.3% 99.1% 96.1% 5
_ $800 >~— * - —— 100%
Accounts Receivable system (RevQ), —¢ o0
and the Utility Billing System. $700
80%
$600
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OUTSTANDING RECEIVABLES

(3 YEAR HISTORY)
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Revenue Management Aging
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DELINQUENT RECEIVABLES

COLLECTION STATUS SUMMARY ($ IN MILLIONS)

As of June 30,2022

Active
$29.0 M
28,225 Invoices

Total Delinquent
$55.IM

Write-Off Pending
$3.IM
1,481 Invoices

Total Liens
Current $0.7M
274 Invoices

$18.5M

Collection Agency Restitution Payment Plan

$18.IM $0.9M
27,019 Invoices 290 Invoices

\Legal, Bankruptcy
$3.3M

M 679 Invoices

CITY OF =
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COLLECTIONS & RETURN ON INVESTMENT
REVENUE MANAGEMENT COLLECTIONS

SAN JOSE

CAPITAL OF SILICON VALLEY

Millions
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COVID-19 BUSINESS TAX
HARDSHIP EXEMPTION PROGRAM

* COVID-19 Business Tax Hardship Exemption Program COVID-19 Business Tax Hardship
was available for City businesses from October 1,2020, Exemption Applications

through June 30,2022, a 21-month span

Denied

* Finance Department and Office of Economic 1,365
Development partnered with the Communications Office 25.9%
to reach the approximately 60,000 businesses potentially
eligible for the Program, utilizing social media, business
chambers, direct emails and invoice inserts, with collateral
materials transcreated from English into Spanish, Chinese Asiiaved _
and Vietnamese and distributed online and in City 3,896
Libraries 74.0%

* 5,267 COVID-19 Business Tax Hardship Exemption
applications were received, with 99.9% processed to date

* Current estimated business tax revenue loss for Pending
approved exemptions is $800,452 vs. the original forecast ; 6
of $1.9 million 0.1%

CITY OF
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ACCOUNTS RECEIVABLE AMNESTY
PROGRAM PILOT (EQUITY LENS)

* On June 21,2022, as part of the adoption of the 2022-2023 Operating Budget, the City
Council approved Manager’s Budget Addendum (MBA) #38, Accounts Receivable Amnesty
Program Pilot (Equity Lens), directing the Administration to pilot an Accounts Receivable
Amnesty Program

* This program will address unpaid penalties and interest accruing to the City of San José
General Fund and select fees within other funds for certain accounts billed from April
2020 through August 2021, with an estimated gross accounts receivable of $4.7 million,
up to an estimated $1.3 million in waived unpaid penalties and interest, and an estimated
Accounts Receivable Amnesty Program implementation expense of $192,000

* Finance Department will bring forward the Program for Council approval in September

2022 and the Department will implement and report on this pilot program in quarterly
reports to the PSFSS Committee during FY 2022-23

CITY OF
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FOURTH QUARTER
PURCHASING AND

RISK MANAGEMENT REPORT
FOR FISCALYEAR 2021-2022
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PURCHASING PROGRAM

The Purchasing Division of the Finance Department is responsible for
the centralized procurement of equipment, supplies, materials,
Information Technology (IT), and non-consulting services, pursuant to
the City of San Jose Municipal Code Title 4, Chapter 4.12.
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PURCHASING TRANSACTIONS COMPLETED
FY2021-22, FOURTH QUARTER

Procurement Type

Request for Quote Awarded 16
Request for Bids Awarded |l

Request for Information Completed I

Request for Proposals Completed 5
Purchase Orders and Purchase Orders Adjustments Issued 416
New Agreements Negotiated and Executed 7
Amendments, Change Orders, Service Orders, Options Executed 63
Council Memoranda Issued 21
Purchase Order & Contract Dollars Procured $84,212,327
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PROCUREMENT IMPROVEMENT UPDATE

* Procurement Improvement is a Strategic Support initiative under the City
Roadmap

* Finance re-engaged with Procurement Consultant (Guidehouse) in September 202 |
= Assessment included both Finance/Purchasing-managed and department-led procurements
* Guidehouse drafted Current State Assessment Report, completed 5 visioning sessions with
City leadership, and produced the Future State Assessment Report
* Completed Activities
" Presented key recommendations from to Smart Cities and Services Improvement Committee
on April 7, 2022 and City Council on May 10, 2022
* Staff evaluating recommendations and are working on prioritizing and

implementing key recommendations
* November 2022 Report to PSFSS Committee on Proposed Municipal Code Changes

CITY OF
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DISPARITY STUDY UPDATE

* On January 12,2021, the City Council directed the Administration to explore
options for implementing a Citywide Disparity Study to evaluate and potentially
determine the need for new procurement policies that facilitate participation of
Minority-,Women-, and Other-Owned Business Enterprises (MWOBE)

* Budgetary actions were taken on June 22,2021 and additionally on June 21,2022
resulting in fully funding the consulting services as described in FY 2020-21
Manager’s Budget Addendum #14, Disparity Study

* Completed Activities this Quarter

* Negotiated and executed a contract with MGT of America Consulting, LLC for this Disparity

Study and related services as authorized by City Council at its June 14,2022 meeting
= |nitial Kick-Off Meeting held and Data Collection Commenced

CITY OF
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RiISK MANAGEMENT PROGRAM

The Division is responsible for the procurement and oversight of the
City’s property and casualty insurance programs and providing
contractual risk management services, property subrogation claims

reporting and other key services to City Departments

CITY OF
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RISK MANAGEMENT TRANSACTIONS COMPLETED
FY2021-22, FOURTH QUARTER

Request for Contract Insurance Specifications 221
Request for Insurance Compliance Review 154
Request for Letters of Self-Insurance 20
Subrogation dollars bills to responsible third parties $322,323




RiISK MANAGEMENT BUSINESS PROCESS
AUTOMATIONS (BPAS) IMPLEMENTED

* Risk Management, in collaboration with ITD and departmental City
stakeholders, implemented two Business Process Automations (BPAs)
to replace manual processes and improve response times in the
following two areas:

|) Request for Contract Insurance Specifications
2) Insurance Certificate Review for Insurance Compliance

* As result, Risk Management average response times for each request
is 1-2 business days, well below the departmental key performance
metric target of 5 business days

CITY OF
CAPITAL OF SILICON VALLEY



