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Redwood STAFF REPORT

City|£‘-alifnrnia To the Honorable Mayor and City Council

Founded 1867

Y 7 From the City Manager

DATE: April 27, 2020

SUBJECT

Fiscal Year 2020-21 and Five-Year Capital Improvement Program (CIP) study session

RECOMMENDATION

Receive information on the proposed Fiscal Year 2020-21 CIP and the Five-Year CIP, which covers Fiscal
Years 2020-21 to 2024-25, and provide feedback.

STRATEGIC PLAN GUIDING PRINCIPLE

Excellence in Government Operations

BACKGROUND

The capital improvement program (CIP) is a valuable resource to achieving large scale improvements to
public infrastructure and community services. The CIP is guided by the City’s Strategic Plan and identifies
capital projects that align with the City Council’s Strategic Priorities and Guiding Principles. Each spring,
working within the available funding resources, staff present the next fiscal year’s CIP project
recommendations for the City Council to review and provide feedback. Proposed projects cover a diverse
range of topics from above and below ground infrastructure improvements to public facility and service
enhancements. Based on the City Council’s direction, project funding is distributed among projects for the
upcoming fiscal year.

At the same time, staff presents a five-year CIP for the City Council to review. A five-year CIP provides
longer term perspective on needed capital improvements and is a fiscal and strategic tool to plan, fund,
prioritize and monitor capital improvements in the community. Staff have updated the five-year CIP to
include recommended CIP projects for fiscal year (FY) 2020-21 and planned project needs for the following
four fiscal years. Project funding for future fiscal years of the CIP is not requested at this time, but is used
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as a planning tool to inform decisions. A description of each project that is funded by the General Fund
and/or Capital Outlay Fund is provided in Attachment A.

Funding

Given the current economic conditions and the impending recession, the City’s capital resources could be
impacted. Early estimates show that FY 2019-20 transportation-related revenues could be reduced by up
to 30 percent. For FY 2020-21, the effect on these revenues should be much milder, but this largely
depends on the extent of the impending recession. Alternatively, if stimulus funding geared toward
infrastructure projects becomes available from the federal and/or state governments at some point, there
is a possibility that the City could experience a temporary increase in one-time capital funding for specific
projects that meet certain federal and state requirements. As described below, even before the current
economic uncertainty, capital funding requests far exceed resources. Funding for capital projects comes
from many sources, with the Utility Users Tax (UUT) being a general revenue source that can be utilized
for all capital improvement projects. Dedicated revenue sources, which are restricted to specific purposes,
include park impact fees, water and sewer enterprise capital funds, and various transportation funds such
as Measure A, Measure W and Gas Tax revenues.

As shown below, approximately $157.1 million in capital funding sources are estimated to be available
over the next five fiscal years (Table 1), with a projected need of $394.0 million (Table 2) for projects to
maintain the City’s facilities and infrastructure and to continue investment in major improvements, a
$236.9 million funding gap

The recommended FY 2020-21 CIP budget of $17.0 million is aligned with anticipated revenue and current
staffing resources and will be requested for budget approval in June. The remaining years of the five-year
CIP are for planning purposes and no budget approval is requested at this time. The table below shows
estimated revenues from available revenue sources for the next five fiscal years by fund.

Table 1: Estimated Annual Revenues By Fund

Fund Number and Name| FY 2020-21| FY2021-22| FY2022-23| FY2023-24| FY 2024-25 Total
261/277 Special Gas Tax

Fund (Senate Bill 1) S 3,788,623 | $ 3,000,000 | $ 3,000,000 | $ 3,000,000 | $ 3,000,000 | $ 15,788,623
262 Transportation Fund

(Measure A and W) $ 2,800,000 | $ 2,800,000 | S 2,800,000 | $ 2,800,000 | $ 2,800,000 | S 14,000,000
285 Traffic Mitigation

Fees Fund $ 268,000 |5 268,000|S5 268,000|S5 268,000|S$ 268,000|S 1,340,000
357 Capital Outlay Fund

(UuT) S 8,796,000 | S 8,616,189 | S 8,530,027 | S 8,444,727 | S 8,360,280 | S 42,747,223
358 Parks Impact Fees

Fund $ 1,250,000 | $ 500,000 | S 500,000 |$ 500,000|S$ 500,000|S 3,250,000
683 Parking In-Lieu Fees

Fund S 138,000 | $ 138,000 |S 138,000 |$ 138,000 |S$ 138,000 | S 690,000
686 Water CIP Fund $ 7,500,000 | $ 7,500,000 | $ 7,500,000 | $ 8,000,000 | $ 8,250,000 | S 38,750,000
689 Sewer CIP Fund $ 7,500,000 | $ 7,500,000 | $ 8,500,000 | $ 8,500,000 | $ 8,500,000 | $ 40,500,000
Total $32,040,623 | $30,322,189 | $31,236,027 | $31,650,727 | $31,816,280 | $157,065,846
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Table 2: Estimated Annual Project Costs By Fund

Fund Number and Name FY 2020-21| FY 2021-22| FY 2022-23| FY 2023-24 FY 2024-25 Total
216 Redwood Shores

Maintenance Fund S - S 150,000 | $ 1,500,000 | $ 300,000 | S 150,000 | $ 2,100,000
261/277 Special Gas Tax

Fund (Senate Bill 1) $ 1,400,000 | S 1,500,000 | $ 1,800,000 | S 1,800,000 | $ - $ 6,500,000
262 Transportation Fund

(Measure A and W) $ 2,000,000 | S 400,000 |S 300,000 |S 200,000 | S 200,000 | $ 3,100,000
264 Various

Transportation Grants

Fund S 324,883 |S 3,750,000 | S - $ 7,500,000 | S - $ 11,574,883
285 Traffic Mitigation

Fees Fund S 100,000 | $ 1,850,000 |S 500,000 | $ 3,000,000 | S 100,000 | $ 5,550,000
357 Capital Outlay Fund

(UuT) $ 5,796,000 | $70,564,526 | $30,876,161 | $15,119,912 | $162,434,451 | $284,791,050
358 Parks Impact Fees

Fund $ 800,000 | S 800,000|S 800,000 |S 800,000 ]S 800,000 | $ 4,000,000
360 Art in Public Places

Fund S 50,000 | S - S - S - S - S 50,000
681 Parking District Fund | $ 165,000 | $ - S - S - S - S 165,000
683 Parking In-Lieu Fees

Fund S 150,000 |$ 150,000 |S 150,000 | $ 150,000 | S 150,000 | S 750,000
686 Water CIP Fund S 2,003,411 |$ 7,934,578 | S 8,434,611 | S 8,584,644 |S 8,184,678 | S 35,141,922
689 Sewer CIP Fund S 4,209,411 | S 9,389,578 | S 8,944,611 | S 8,864,644 | S 8,864,678 | S 40,272,922
Total $16,998,705 | $96,488,682 | $53,305,383 | $46,319,200 | $180,883,807 | $393,995,777

Functional Areas

Each CIP project has been grouped into a functional area to provide a better understanding of how each
project aligns with the City’s capital needs. A description of each functional area and their respective
project total for FY 2020-21 are included in Table 3.
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Table 3: Description and Project Total by Functional Area

Repair and improvements to the City’s 17 facilities, including 5 fire stations, 4
libraries, City Hall, police building, and community centers.

Investments in more than 30 parks throughout the City as well as park amenities
such as playgrounds, tennis courts, and play fields.

Sewer U.pkeep of the City’s sa.nita ry sewer collection system, including over 200 miles of $ 4,125,000
pipe and 31 pump stations.

Stormwater Managemeht of the City’s st.orn?water infrastructure ir.1cluding 14 miles of creeks, $ 560,000
over 100 miles of storm drain pipes, and 22 pump stations.

Projects that focus on implementation of technology to improve government
operations.

Investments to the City’s transportation infrastructure including roads, sidewalks,
traffic safety, traffic signals, and more.

Support for our City’s potable and recycled water infrastructure. Ongoing

Water n?ain.tenjance projec.ts for th(.e City’s 13 squ.are miI(.e se.rvic.e area.. Our potable water $ 1,900,000
distribution system is comprised of 262 miles of distribution mains, 10 pumps

stations, 2,385 fire hydrants, and 26 pressure reducing valve stations.

Facilities S 1,975,000

Parks/ Recreation S 1,500,000

Technology S 851,844

Transportation S 6,086,861

Total| $16,998,705

ANALYSIS

Current Year (FY 2019-20) CIP Project Status

The City Council granted $27.8 million in new CIP funding for 53 projects in FY 2019-20. Combined with
the prior fiscal year’s CIP project balances, the total starting CIP balance for FY 2019-20 was $147.1 million.
As of March 31, 2020, total CIP expenditures including encumbrances is $70.9XX million with $76.2 million
remaining in project balances.

Annual CIP expenditures are a function of project size, project phase, and staff resource availability. While
the City Council has been strategic in providing funding for projects over the years, particularly designating
UUT revenue specifically for capital projects, overall capital funding is insufficient. In addition, the ability
to execute and deliver projects in a cost effective and timely manner also depends on available staff
resources. Based on past history, current staff resources generally will allow staff to manage an annual
CIP project load of up to $40 million.

Proposed FY 2020-21 CIP — Capital Outlay Fund

As noted above, there are multiple funding sources for capital projects. The capital outlay fund is the least
restrictive capital fund of the City, is funded solely by UUT revenue, and is the primary focus of this report.
Total expected revenue for the capital outlay fund for FY 2020-21 is $8.8 million. Since pursuing capital
projects requires dedicated staff resources, 28 full time equivalent (FTE) positions are budgeted in the CIP
for this purpose. Administration costs for the CIP are approximately $3.0 million annually. This results in
$5.8 million in resources available for direct project costs for FY 2020-21.
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Due to the worldwide viral pandemic known as COVID-19, uncertainty will most likely lead to changes in
the bidding environment, a potential increase in availability of one-time funding from external sources
such as the state or federal government, a decrease in anticipated revenues, and fluctuations in the cost
of construction. Adding to the uncertainty is volatility in the economy, the increasing unemployment rate,
and lingering effects of supply shocks. Projects costs recommended in FY 2020-21 attempt to account for
these uncertainties.

In addition to the uncertain project costs, the City will need to address health and safety measures related
to the COVID-19 pandemic. Staff anticipates that a portion of funding already set aside for City facility
security improvements will need be redirected to address measures required to protect public and
employee health. Over the next six months, staff will evaluate whether there is sufficient funding for these
health-related measures and recommend adjustments to the FY 2020-21 CIP budget, if necessary, as part
of the FY 2020-21 mid-year budget amendment process.

Another current issue facing the City is the management of greenhouse gas (GHG) emissions and
implementing long-term cost saving measures by converting existing equipment and infrastructure to be
more efficient. Whenever possible, staff have attempted to align CIP projects with the City’s existing and
draft Climate Action Plan and to focus on implementation of the most environmentally friendly and
cleanest technology available, to reduce dependency on GHG emissions and promote the conservation of
natural resources.

The Veterans Memorial Senior Center project is an excellent example of incorporating principles of
sustainable building design, which integrates a rooftop photovoltaic array with integrated battery storage
(microgrid) to serve as back-up power during emergencies, while reducing reliance on the electric grid.
This project also includes solar shading and daylighting to minimize solar heat gain and provide natural
lighting, will be all-electric and will not utilize natural gas, which will further reduce GHG emissions. The
design is completed for this project and is currently out for construction bidding.

The CIP Committee, which consists of representatives from the Administrative Services, Community
Development and Transportation, Parks, Recreation and Community Services, and Public Works Services
departments, held its first meeting in September 2019. As a result of this meeting, each City department
was asked to prioritize their individual projects that were funded through the capital outlay fund, based
on the following five categories:

A. Urgent or critical projects which address an emergency, or remedy a dangerous condition
Projects with dedicated funding and funding source other than Capital Outlay Fund
High priority, high risk/impact, ongoing maintenance infrastructure improvement
Important projects, asset preservation, and urgent impact/risk projects
Desirable and non-urgent projects that can be completed outside of the next two fiscal years

moow

On January 8, 2020, a second CIP Committee meeting was held. At this meeting, each department
presented an overview of their capital projects and why funding for their project(s) were requested. In
this meeting, staff gained a more detailed understanding of each project.
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On January 23, 2020, the CIP Committee met to review all of the submitted CIP projects. During this
meeting, the CIP Committee considered the potential changes in the bidding and construction
environments; focused on projects that are ongoing and essential; and focused on projects with the
objectives of resiliency, sustainability, and using clean technology. Every effort was made to ensure
progress on high priority projects that fulfilled the City Council’s Strategic Priorities and Guiding Principles,
while considering citywide capital needs. The FY 2020-21 Recommended Capital Improvement Program
Projects List (CIP List) prioritize projects which advance City Council policy objectives and address capital
needs to the extent possible with available funds.

The proposed total CIP budget for FY 2020-21 for the General Fund and Capital Outlay Fund includes $7.8
million in new funding for 22 projects and is included as Attachment B. Projects with funding requests that
could not be met in FY 2020-21 have been deferred to future years.

It should be noted that the City has numerous ongoing projects within the City that have been previously
approved for funding by the City Council. These are not included in the proposed FY 2020-21 CIP budget.
The Veterans Memorial Senior Center is an example of a project that isn’t currently requesting funding
from one of the CIP funding sources and therefore is not included in the proposed FY 2020-21 CIP budget.

As part of the mid-year budget update on February 24, 2020, staff recommended allocating $2 million
from the anticipated FY 2019-20 operating balance for transportation projects. The FY 2020-21 CIP List in
Attachment B includes this funding and allocates it toward three recommended transportation projects:

Hopkins Traffic Calming (phase 1)? S$ 1,400,000
Theater Way Street Closure S 400,000
Traffic Safety Program S 200,000

Given the sudden halt to economic activity in order to protect public health, staff now expect City
revenues will be substantially less than projected in February. The Revised Preliminary Ten Year General
Fund Forecast presented on April 13 indicated that there would be no operating balance in FY 2019-20
and a $9.8 million operating deficit in FY 2020-21, while recognizing that forecasting impacts to City
revenues is very difficult at this time. In light of significantly changed economic climate, staff recommend
that the City Council discuss the three projects that would be funded if a $2 million transfer from the
General Fund proceeds, but direct staff to defer proceeding on these projects until January 2021. This
would allow the City Council to affirm its direction later in 2020, when economic impacts to the General
Fund and therefore impacts to City operations are more clearly understood.

With an available balance in the Capital Outlay Fund of only $5.8 million, staff and department heads
realize there were many tough trade-offs in prioritizing projects in this uncertain time. Overall, there is
insufficient funding for all projects. The CIP Committee analyzed the total list of projects for FY 2020-21
and was able to earmark projects that could be deferred, partially funded, or reduced in scope this fiscal
year. The FY 2020-21 Unfunded and Deferred Scope Projects list is included as Attachment C.

1 The total project cost is estimated at $4 million.
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Although staff is recommending the CIP Project List in Attachment B, staff is also including alternative CIP
Project Lists as Attachments D and E. These are described further in the Alternatives section below.

The total proposed CIP budget for FY 2020-21, with recommendations for all funding sources, totals $17.0
million in new funding for 43 projects and is included as Attachment F.

FISCAL IMPACT

The proposed FY 2020-21 project request of $17.0 million balances proposed project funding requests
with anticipated revenue and staff capacity. This amount will be requested for approval with the FY 2020-
21 budget. The remaining four years of the five-year CIP are for planning purposes and no budget approval
is requested at this time. The Five-Year Capital Improvement Program List is provided as Attachment F.

ENVIRONMENTAL REVIEW

This activity is not a project under California Environmental Quality Act (CEQA) as defined in CEQA
Guidelines, section 15378, because it has no potential for resulting in either a direct or reasonably
foreseeable indirect physical change in the environment.

PUBLIC NOTICE

Public notification was achieved by posting the agenda, with the agenda items being listed, at least 72
hours prior to the meeting.

ALTERNATIVES

Due to limited funding resources, the CIP Committee developed two alternatives for the Capital Outlay
Fund and General Fund. Both alternatives focus on increasing funding for transportation and
infrastructure programs. The cost of deferred maintenance escalates in future fiscal years as roadways
deteriorate, and future costs increase exponentially to repair the roadways back to today’s conditions,
due to the process required (asphalt overlay versus a full depth replacement). These alternatives would
defer or reduce the scope of other recommended capital projects.

Alternative #1 reallocates funding from the functional areas of facilities, parks/recreation, stormwater,
and transportation to provide additional funding to Emergency Operations Center (EOC) Upgrades,
Roadway Pavement Management Program, and Traffic Safety. Alternative #1 provides options to
reallocate $2 million to transportation projects and programs that are historically underfunded. These
projects and programs include the Theater Way Street Closure, Roadway Pavement Management
Program, Sidewalk Curb and Gutter Program, and ADA Curb Ramps. Alternative #1 project funding details
are provided in Attachment D.
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Alternative #2 also provides full funding for the Roadway Pavement Management Program and
reallocates $2 million to the Traffic Safety Program and Theater Way Street Closure. Alternative #2
project funding details are provided in Attachment E.

The City Council may also direct staff to develop another alternative which involves different projects with
total costs of no more than $5.8 million to the Capital Outlay Fund.

ATTACHMENTS

Attachment A — Project Pages

Attachment B —FY 2020-21 Recommended Capital Improvement Program Projects List (General Fund and
Capital Outlay Fund Only)

Attachment C — FY 2020-21 Unfunded and Deferred Scope Projects List

Attachment D — Alternative #1 FY 2020-21 Capital Improvement Program Projects

Attachment E — Alternative #2 FY 2020-21 Capital Improvement Program Projects

Attachment F — Recommended Five-Year Capital Improvement Program Projects List

REPORT PREPARED BY:

Theresa Yee, Capital Improvement Program Manager
tyee@redwoodcity.org
(650) 780-7083

APPROVED BY:

Melissa Stevenson Diaz, City Manager
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