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2009-2010 Adopted Budget and an additional $0.9 million is recommended to be rebudgeted in
this document. Factoring out all rebudget adjustments, City-Wide savings totaled $4.6 million
(3.2%) at year-end. These savings were spread among many appropriations as discussed later in
this section.

In the Capital Contributions category, $18.5 million remained unexpended at year-end. Of this
amount, $15.9 million was rebudgeted or assumed as savings in the 2009-2010 Adopted Budget
and an additional $1.9 million is recommended to be rebudgeted as part of this document. After
adjusting for rebudgets, the net savings in the General Fund Capital category was $0.7 million
(1.6%).

As discussed in the Transmittal Letter, the Administration carefully analyzed all rebudgets
included in the 2009-2010 budget as well as other budgeted line items to identify any potential
funds that could be reallocated to meet urgent 2009-2010 fiscal/program needs. The result of
this review is a recommendation to reduce previously approved rebudgets and other 2009-2010
budget allocations by $3.9 million. In some cases, rebudgets or other current budget allocations
could be reduced because project savings have been identified and/or the funding was no longer
needed, or alternative funding sources were identified. In other cases, however, projects or
programs are recommended to be reduced to generate funding for these urgent needs. The
impacts to these projects or programs were minimized to the extent possible and weighed against
the need to ensure the continued fiscal health of the City. These adjustments are described in
more detail in Section III of this document.

In addition to comparing actual expenditures to the modified budget, it is important to compare
actual expenditures to the estimates used in formulating the 2008-2009 Ending Fund
Balance/2009-2010 Beginning Fund Balance estimate for the 2009-2010 Adopted Budget. This
comparison is used to determine any adjustments necessary to the 2009-2010 Adopted Budget.
An upward adjustment to the 2009-2010 Beginning Fund Balance is possible because 2008-2009
expenditures ended the year below the estimates used in the budget development process.

As shown in Table C, the actual General Fund Expenditures, Transfers, and Reserves of $895.6
million were approximately $19.0 million below (2.1%) the estimated level. A portion of these
savings ($1.9 million) was carried over to 2009-2010 with the accompanying revenue for grant
or reimbursement-related projects and programs. Clean-up adjustments of ($6.9 million) are
recommended in this document to reconcile the development fee programs for 2008-2009 ($0.1
million) and to- adjust various rebudget amounts ($6.8 million). After accounting for these
technical adjustments, the remaining General Fund Expenditures, Transfers, and Reserves
savings figure is $10.2 million, or 1.1%, of the estimate. Recommendations on the allocation of
these additional funds are provided in this document.
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TABLE C
2008-2009 EXPENDITURE ESTIMATE TO ACTUAL VARIANCES
(In $000s)
Category Estimate Actual Variance % Variance
Expenditures  $ 870,732 $857,737 $12,995 1.5%
Transfe(s 38,037 37,868 169 0.4%
Reserves - 5854 - . - 5,854 100.0%
Total $914,623 $ 895,605 $19,018 2.1%

This section provides more detailed information on the departmental and non-departmental
performance, including a discussion of significant variances.

Departmental costs ($723.5 million) represented approximately 80.8% of total 2008-2009
General Fund expenditures. As can be seen in Table D on the following page, all departments
remained within their total budget allocation and expended a cumulative 98.1% of their budgets,
generating overall savings of 1.9%, or $13.8 million. Of the twenty-one City
departments/offices, fourteen had expenditure savings of less than 5%. These fourteen
departments, which included the Police and Fire Departments, generated $7.6 million (55%) of
the savings. Four departments had expenditure savings between 5% — 10% and generated $3.5
million (25%) of the savings. The remaining three departments had expenditure savings over
10% and generated $2.7 million (20%) of the savings.

In 2008-2009, the following five departments/offices had expenditure savings in excess of $1
million: Fire; Information Technology; Mayor and City Council; Planning, Building and Code
Enforcement; and Police. A portion of the savings in several of these departments/offices,
however, was previously rebudgeted as part of the Adopted Budget and/or are being
recommended to be rebudgeted as part of this document.

Those departments with General Fund expenditure variances over 5.0% and a minimum value of
$400,000 are discussed in detail in the following section. In addition, the year-end status of
expenditures for both the Police and Fire Departments are also summarized.

Non-departmental expenditures totaled $172.1 million, or 19.2% of the total 2008-2009 General
Fund expenditures. In this category, 76.0% of the amount budgeted (excluding reserves) was
expended. The reserves represent the largest portion of the unexpended funds and are being
carried over or used in 2009-2010 as planned. It is also important to note that the majority of
savings in the City-Wide Expenses and Capital Contributions categories also have been or are
recommended in this document to be rebudgeted to the new fiscal year for their originally
intended uses.
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TABLED
TOTAL GENERAL FUND EXPENDITURES (In $000s)
2008-2009
Modified 2008-2009 %
Departmental Budget Expenditures Variance Variance
City Attorney $ 14,320,472 $ 14,263,024 $ 57,448 0.4%
City Auditor 2,804,639 2,556,838 247,801 8.8%
City Clerk 4,596,599 4,019,173 577,426 - 12.6%
City Manager 12,354,125 12,270,748 83,377 0.7%
Economic Development 4,729,921 4,604,747 125,174 2.6%
Emergency Services 548,039 526,097 21,942 4.0%
Human Resources 7,993,596 7,621,471 372,125 4.7%
Environmental Services 995,075 806,157 188,918 19.0%
Finance 12,616,658 12,255,662 360,996 2.9%
Fire 158,722,338 157,708,395 1,013,943 0.6%
General Services 25,134,061 25,087,311 46,750 0.2%
Independent Police Auditor 834,307 782,498 51,809 6.2%
Information Technology 18,077,719 16,818,918 1,258,801 7.0%
Library 30,278,976 29,592,083 686,893 2.3%
Mayor & City Council 10,059,952 8,114,136 1,945,816 19.3%
Parks, Recreation & Neighborhood Services 59,056,437 58,794,216 262,221 0.4%
Planning, Building & Code Enforcement 34,514,745 32,622,310 1,892,435 5.5%
Police 294,460,280 290,389,329 4,070,951 1.4%
Public Works 9,819,850 9,507,132 312,718 3.2%
Redevelopment Agency 2,081,348 2,025,139 56,209 2.7%
Transportation 33,323,756 33,143,385 180,371 0.5%
Subtotal 737,322,893 723,508,769 13,814,124 1.9%
Non-Departmental

City-Wide Expenses 143,445,081 107,698,687 35,746,394 24.9%
Capital Contributions 45,054,098 26,529,686 18,524,412 41.1%
Transfers 38,036,676 37,868,453 168,223 0.4%
Earmarked Reserves 60,453,640 - 60,453,640 100.0%
Contingency Reserve 30,715,711 - 30,715,711 100.0%
Ending Fund Balance 6,280,417 - 6,280,417 100.0%
Subtotal 323,985,623 172,096,826 151,888,797 46.9%
TOTALS $1,061,308,516 $ 895,605,595 $165,702,921 15.6%
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Following is a discussion of those departments with significant variances and a summary of the
performance in the City’s two largest General Fund departments, Police and Fire.

City Clerk

The Office of the City Clerk expended 87.4% of its modified budget of $4.6 million with
resulting savings of $577,000. Personal services expenditures were 2.9% ($58,000) below
budgeted levels. The majority of the Office’s savings is related to non-personal/equipment
expenditures, which were 20.2% ($519,000) below the modified budget. These non-
personal/equipment savings, however, were not sufficient to cover the $850,000 that was
rebudgeted in the 2009-2010 Adopted Budget for District 7 special election costs ($550,000),
and estimated general election cost increases in 2009-2010 ($300,000). The District 7
special election bill was received and paid for in 2008-2009, so a clean-up action to reverse
the $550,000 rebudget is recommended in this document. An additional $85,000 in savings
was also rebudgeted in the 2009-2010 Adopted Budget for the purchase and installation of a
mobile filing system ($55,000), and consultant costs to develop a city-wide Electronic
Content Management System ($30,000). As a majority of the filing system project costs
were encumbered in 2008-2009, a clean-up action to reverse $49,000 of the rebudget is
recommended in this document. After these adjustments, the net non-personal/equipment
savings totaled $183,000 as a result of savings from the November 2008 election.

Fire

At the end of 2008-2009, the Fire Department had expended or encumbered 99.4% of its
total modified budget of $158.7 million, with resulting savings of $1.0 million. Of this
savings, $981,000 is either allocated for rebudgets or required to reconcile the Fire Fee
Reserve, leaving $19,000 in net savings.

The Personal Services appropriation of $151.1 million was 99.54% expended, with savings
of $688,000, primarily due to overtime and fringe savings and Development Fee Program
vacancies. Savings of $385,000 was estimated to be available for targeted projects and was
approved for rebudget in the 2009-2010 Adopted Budget: $260,000 to complete the April
2009 Fire Recruit Academy, $75,000 to fund a Deputy Chief backfilling for the vacant
Emergency Services Director position, and $50,000 to provide one-time analytical support
for the consolidation of the Office of Emergency Services into the Fire Department. After
these rebudgets, personal services savings totaled $303,000. Upon final analysis of these
savings, $458,000 was determined to be Development Fee Program savings and is owed to
the Fire Fee Program Reserve. Reallocating this amount to the Fire Fee Reserve would result
in an overage of $155,000 in this appropriation. However, sufficient savings are available in
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the Non-Personal/Equipment appropriation to offset the higher personal services
expenditures and balance the Fire Fee Program. A net increase of $8,557 to the Fire Fee
Program Reserve is recommended in this document to reflect the net impact of lower than
budgeted Fire Development Fee Program revenues, which were more than offset by
expenditure savings and interest earnings allocated to this program.

Fire’s overtime expenditures of $11.9 million ended the year below the modified budget level
of $13.9 million. The $2.0 million in overtime savings was, however, more than offset by
$2.4 million in full-time salaries overages. Overtime usage is largely attributed to fulfilling
minimum staffing requirements. At the end of June 2009, the Fire Department had 36 vacant
line positions and 30 overstrength Firefighter Recruit positions (April 2009 Academy), which
resulted in higher full-time salary costs, offset by savings in overtime. In fall 2009, the Fire
Department is expected to bring its 2008-2009 annual overtime report to the Public Safety,
Finance, and Strategic Support Council Committee. The overtime report will include an
analysis of the balance between relief personnel and the overtime allocation for minimum
staffing.

The Fire Department ended 2008-2009 with a total of 280 filled paramedics (176 front-line, 4
Supervisors, and 100 support) compared to the 157 front-line Firefighter Paramedics that are
necessary to fully staff all apparatus. Paramedic accreditation is currently ongoing for the 30
Firefighters from the April 2009 Academy who graduated in August 2009. The Department
expects to maintain the target staffing level of 157 front-line Firefighter Paramedics in 2009-
2010.

The Department’s Non-Personal/Equipment budget was 95.7% expended or encumbered,
with year-end savings of $326,000. Of this savings, $50,000 was approved for rebudget to
provide a Department-wide harassment and discrimination training. An additional $102,000
of the amount was attributed to savings in the Development Fee Program. Of the remaining
$174,000 in savings, $155,000 is available to offset the higher personal services expenditures
for the non-Development Fee Program activities. This leaves Non-Personal/Equipment
savings of $19,000.

Information Technology

The Information Technology Department (ITD) expended 93% of its General Fund budget
with year-end savings of $1.26 million. Personal services expenditures were only 0.5%
below budgeted levels ($63,000) as the result of vacancy savings. Throughout the year,
positions were held vacant to achieve the Department’s Cost Position Management Plan
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savings as well as ensure the Department remained within budgeted levels.

Non-personal/equipment expenditures were 19.5% or $1.2 million below budgeted levels.
This savings represents cancellation or delay of projects as a result of insufficient staffing
levels. A portion of the $1.2 million balance was rebudgeted in the 2009-2010 Adopted
Operating Budget for projects including: Website Audit ($250,000), Security Services Audit
2008 Recommendations ($139,000), Technical Training ($100,000), Electronic Content
Management System project (843,000 — allocated to a City-Wide appropriation), VAX
Maintenance ($30,000), UNIX to Windows Migration ($10,000), and the Customer Contact
Center equipment upgrade ($6,000). The remaining savings of $622,000 is a result of the
cancellation of the Sunshine Reforms Retention and Renewal Project ($325,000),
cancellation of developing a Test and Development environment for critical applications
($150,000) due to reduced staffing, downsizing of the server virtualization project ($100,000)
due to reduced staffing, and a savings in the Development Fee Program ($44,000) which will
be incorporated in the Fee Program reconciliation.

Planning, Building and Code Enforcement

The Planning, Building and Code Enforcement Department (PBCE) expended 94.5% of its
General Fund budget, with resulting savings of $1.9 million. By budget category, $0.8
million of the savings was in Personal Services and $1.1 million was in Non-
Personal/Equipment appropriations. The majority of the personal services savings was in the
Development Fee Program ($429,000) and Community Code Enforcement ($379,000) due to
vacant positions. A portion of the savings in the Community Code Enforcement program
($89,373) was for enhanced code enforcement services in Strong Neighborhoods Initiative
(SNI) and Neighborhood Business District (NBD) areas that were funded by the
Redevelopment Agency and are recommended for rebudget in this document to continue two
temporary positions through October 2009. The savings in the fee program are
recommended in this document to be added to the Fee Reserves as part of the process to
reconcile actual fee program expenditures and revenues for 2008-2009.

Savings of $104,500 were rebudgeted to 2009-2010 for the Sign Code Update ($44,500) and
Neighborhood Revitalization Planning Efforts ($60,000). Another $58,484 is recommended
for rebudget in this document for efforts to upgrade the FileNet document management
system to make documents more readily available to the public. In addition, a portion of the
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savings in Non-Personal/Equipment is the result of the planned decrease in expenditures in
development-related areas ($606,000).

When comparing the program revenues and expenditures for the Building Fee Program, an
excess of $271,000 was realized in the Building Fee Program. The excess in the Building
Fee Programs is proposed in this document to be added to the Building Fee Reserve. In the
case of the Planning Fee Program, expenditure savings were not sufficient to offset the
shortfall in its program revenues. As a result, a reduction of $64,000 to the Planning Fee
Reserve is proposed in this document. '

Police

Overall, the Police Department expended 98.6% of its total modified budget of $294.5
million with savings of $4.1 million through year-end. Approximately $3.0 million of the
savings was in the Personal Services category with retirement and other benefit savings of
$2.9 million contributing to the majority of the overall Personal Services savings, in
combination with $1.5 million in full-time salary savings. The salary savings, however, were
offset by an overtime overage of $1.5 million. Overtime expenditures of $10.6 million were
16.9% above the modified budget of $9.1 million. The higher overtime expenditure level
was due, in part, to automated payouts for compensatory time (above 480 hours for sworn
personnel) which accounted for approximately $1.9 million of overtime expenditures in
2008-2009. Overtime was used to backfill for vacancies in patrol, staffing in the Downtown
Entertainment Zone, and non-sworn vacancies in Communications and Records. Of the $3.0
million in personal services savings, $800,000 was rebudgeted in the 2009-2010 Adopted
Budget for records support staffing ($300,000) and for the Police Recruit Academy
($500,000).

The Department’s Sworn Recruitment and Training Program aims to fill vacant positions
with street ready officers within an average of 90 days. A total of $6.4 million was budgeted
in the 2008-2009 Adopted Budget to fund the Sworn Recruitment and Training Program’s
July 2008 and January 2009 Academies for a total of 78 recruits. The Department has 1,392
authorized sworn staff and graduated 22 Police recruits from the July 2008 Academy, with
the officers street-ready by April 2009. In addition, the Department hired 47 Police recruits
for the January 2009 Recruit Academy; 40 recruits graduated from the academy and are
estimated to be street ready by October 2009. As of June 2009, the Police Department had
60 sworn vacancies, of these vacant positions 40 were offset by Recruits that just graduated
from the Academy, and two were offset by an overstrength Captain and an overstrength
Lieutenant (both funded through Super Urban Area Security Initiative (SUASI) grants),
leaving a net of 18 sworn vacancies in the Department.
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In accordance with the Memorandum of Agreement (MOA) with the Police Officers
Association, if authorized, sworn personnel are able to maintain 240 hours of compensatory
time. Sworn personnel with compensatory time balances that exceed 240 hours at the end of
the last pay-period of the calendar year are required to reduce those balances to within the
240-hour limit within 150 days. Sworn employees were able to reduce 78.2% of the hours in
excess of the 240-hour limit; however, 125 sworn employees were unable to fully implement
their compensatory time reduction plans within the 150-day period. The majority of these
personnel were still able to significantly reduce their excess balances, while some employees
subsequently retired or were on leave (disability or military), or were unable to reduce their
balances due to workload demands or staffing shortages and, as a result, were unable to use
their compensatory time. At the end of the reduction period, 7,190 excess hours remained for
these 125 personnel.

The compensatory time balance at year-end for sworn personnel was 283,092 hours. This
balance represents a 19.3% increase compared to the 2007-2008 total sworn compensatory
time balance of 237,355 hours. The increase in sworn compensatory time balances is
attributed to a number of factors including responses to specific types of crimes which
require immediate and intensive investigations, and the need to backfill for street-ready
vacancies. This increase occurred despite efforts to reduce this liability through two separate
buy downs of sworn compensatory time. A $400,000 buy down of compensatory time was
approved in the 2007-2008 year-end clean-up process, through Personal Services savings in
that year, to assist the Department in maintaining MOA compliance and reducing the
compensatory time balance liability to the City. This funding was used for a one-time buy-
down of 45% of sworn personnel in the Bureau of Field Operations (BFO) over 240 hours.
Additionally, a $1.0 million buy down of compensatory time was approved in the 2007-2008
Annual Report, through a rebudget of Personal Services savings, for a one-time buy-down of
100% of sworn personnel in the Bureau of Investigations (BOI) and 30% of sworn personnel
in BFO over 240 hours. In total these two actions bought down 28,971 compensatory time
hours. At the direction of the City Manager, the Police Department is in the process of
developing a proactive plan to implement measures to curb the levels of overtime and
compensatory time accrued as well as to lower the current compensatory time liability to the

City.

The Department’s Non-Personal/Equipment budget was 95.6% expended and encumbered,
with savings of $1.1 million. Police machinery/equipment savings of $443,000 and supplies
and materials savings of $406,000 contributed to a significant portion of the overall Non-
Personal/Equipment savings. A portion of the Non-Personal/Equipment savings ($196,000
for officer safety equipment and vehicle build-up and $71,252 for the Child Interview
Center) was rebudgeted in the 2009-2010 Adopted Budget.
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The non-departmental categories consist of City-Wide Expenses, Capital Contributions,
Transfers from the General Fund, Earmarked Reserves, and the Contingency Reserve. An
overview of the expenditure performance in these categories is provided below:

TABLE E
2008-2009
NON-DEPARTMENTAL GENERAL FUND EXPENDITURES
(In $000s)
Modified

Category Budget Actual Variance % Variance
City-Wide Expenses $143,445 $ 107,699 $ 35,746 24.9%
Capital Contributions 45,054 26,530 18,524 41.1%
Transfers 38,037 37,868 169 0.4%
Earmarked Reserves 66,734 - 66,734 100.0%
Contingency Reserve 30,716 - 30,716 100.0%
Total $ 323,986 $ 172,097 $ 151,889 46.9%

o City-Wide Expenses

A total of 75.1% of the General Fund appropriation for City-Wide Expenses was expended,
resulting in a significant savings level of $35.7 million. Almost 85% of this amount was
rebudgeted ($25.7 million) or assumed as savings ($4.5 million) as part of the 2009-2010
Adopted Budget.

Also included in this report are additional rebudgets, downward adjustments to those
appropriations that did not generate the amount of savings required to support rebudgets
already approved, and revenue-related increases. Details of these appropriation adjustments
are shown in Section III of this document. After accounting for the actions already approved
in the Adopted Budget and cleanup actions recommended in this report, net savings in the
City-Wide Expenses category totals approximately $4.6 million.

As part of the development of this Annual Report, a comprehensive review of carryover
2008-2009 funds and 2009-2010 funds in City-Wide Expenses was completed to provide
funding for urgent fiscal/program needs in the General Fund. This report includes
recommendations for a cumulative reduction of $1,359,000 to the previous rebudget figure
and revisions to the 2009-2010 Adopted Budget allocations ($587,000).
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A discussion of the performance in each City Service Areas (CSA) is provided below.

Community and Economic Development — 2008-2009 expenditures in this category totaled
$32.9 million and were $4.8 million below the modified budget. The 2008-2009 Adopted
Budget included rebudgets totaling $2.6 million and budget savings strategies totaling $1.4
million. The net adjustments for the rebudgets included, but were not limited to, $496,000
for the San José Green Vision, $400,000 for the Comprehensive General Plan Update, and
$353,000 for the Economic Incentive Fund. In addition, savings from the Habitat
Conservation Plan totaling $46,000 was set aside in the Environmental Mitigation Reserve as
part of the Adopted Budget.

Additional net adjustments are recommended as part of this report totaling a negative
$118,000, and include, but are not limited to, additional unspent funds for the
Comprehensive General Plan Update ($111,000) and Historic Resources Inventory
($49,000), as well as downward adjustments to various appropriations since these projects
did not generate as much savings as was anticipated in the development of the 2009-2010
Adopted Budget. This CSA ended the year below budgeted levels with net savings totaling
$844,000 after accounting for the adjustments described above.

As part of the comprehensive review of carryover 2008-2009 funds in City-Wide Expenses,
the Neighborhood Strip Retail Revitalization project is recommended to be reduced by
$68,000. These funds are recommended to be reallocated to the Economic Incentive Fund
City-Wide appropriation. An additional reduction from the 2009-2010 Adopted Budget is
recommended for FMC Operating Site Costs ($50,000) based on expenditure trends and is
recommended to provide funding for urgent/fiscal needs in the General Fund. These
reductions would bring the total City-Wide appropriations savings in this CSA to $962,000.

Environmental and Utility Services — 2008-2009 expenditures in this category totaled $2.4
million and were $749,000 below the modified budget. The 2009-2010 Adopted Budget
included rebudgets totaling $1.1 million for the Energy Efficiency Program ($238,000) and
$849,000 for Commercial Solid Waste Fees from Solid Waste Service to Public Schools.

Additional net adjustments are recommended as part of this report totaling $366,000.
Additional savings of $6,000 in the Energy Efficiency Program were realized and are
recommended to be rebudgeted to 2009-2010 in this report. The Commercial Solid Waste
Fees from Solid Waste Service to Public Schools rebudget is recommended to be adjusted
downward ($372,000) as part of this report since a portion of the funds were actually able to
be spent by the department in 2008-2009.
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This CSA ended the year slightly below budgeted levels with net savings totaling $28,000
after accounting for all adjustments.

Neighborhood Services — 2008-2009 expenditures in this category totaled $11.1 million and
were $4.3 million below the modified budget. The 2009-2010 Adopted Budget included
rebudgets totaling $3.8 million and budget savings strategies totaling $206,000. The most
significant of the rebudgets were $658,000 for the Community Action and Pride Grant
program, $424,000 for the Summer Safety Initiative, and combined savings of $1.1 million
from parks maintenance appropriations which were rebudgeted to the Enhanced Parks
Maintenance Reserve as part of the Adopted Budget.

Allocations with additional savings recommended to be rebudgeted in this report include, but
are not limited to, Strong Neighborhoods Initiative (Expanded) in the amount of $257,000
and San Jose BEST Program ($43,000). There were instances where actual year-end savings
were less than projected, the largest of which was for the Summer Safety Initiative
($254,000). Overall, a net $3,000 adjustment is recommended for this CSA.

This CSA ended the year below budgeted levels with net savings totaling $248,000 after
accounting for all adjustments described above.

As part of the comprehensive review of carryover 2008-2009 funds in City-Wide Expenses,
the Parks Maintenance Enhancement Strategy is recommended to be reduced by $112,000 to
fund urgent program/fiscal needs in the General Fund. This would bring the total City-Wide
appropriations savings in this CSA to $360,000.

Public Safety — 2008-2009 expenditures in this category- totaled $6.4 million and were $3.5
million below the modified budget. The 2009-2010 Adopted Budget included rebudgets
totaling $2.8 million and budget savings strategies totaling $275,000. The most significant
rebudget was $490,000 for the Automated Fingerprint Information System Phase III and
$440,000 for the Fire Self Contained Breathing Apparatus. :

Several appropriations are recommended to be adjusted upward or downward in this report.
Where applicable, a corresponding increase or decrease is recommended to offset the
adjustment. A few appropriations in this CSA, most notably the Northern California
Regional Intelligence Center (NCRIC) — Police appropriation ($46,000), have additional
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savings and are recommended to be rebudgeted. Several projects did not generate as much
savings as anticipated and are recommended to be adjusted downward.

The Police Department is recognizing and appropriating additional funding totaling $1.1
million for several grants that were previously appropriated by the City Council to increase
the scope of work that can be completed by the grant funding, including the 2008 Super
Urban Area Security Initiative (SUASI) — Police Grant and the Internet Crimes Against
Children Continuation Grant. In addition, funding for the new grant cycles of two annual
grants are also being recognized and appropriated: the 2009-2010 Next Generation Click It
or Ticket Grant, and the 2009-2010 Sobriety Checkpoint Mini-Grant.

This CSA ended the year below budgeted levels with net savings totaling $601,000 after |
accounting for all adjustments discussed above.

An additional reduction from the 2009-2010 allocation is recommended for the Public
Intoxication Task Force ($100,000) based on the identification of other funds budgeted in the
Police Department, City Manager’s Office and Information Technology Department to
support this activity. The savings would provide funding for urgent/fiscal needs in the
General Fund.

This additional reduction would bring the total City-Wide appropriations savings in this CSA
to $701,000.

Transportation and Aviation Services — 2008-2009 expenditures in this category totaled $3.2
million and were $887,000 million below the modified budget. The 2009-2010 Adopted
Budget included rebudgets of $368,000 for Contractual Street Tree Planting ($195,000),
Radar Speed Display Trailers for Neighborhoods ($50,000), and Urban Forestry Grants
($123,000).

A rebudget of $4,000 for the Radar Speed Display Trailers for Neighborhoods appropriation
is recommended as part of this report and a downward adjustment of $9,000 is recommended
for Urban Forestry Grants since the project did not have sufficient year end savings. After
accounting for these actions, adjusted net savings in this category totaled $524,000.

Strategic Support — 2008-2009 expenditures in this category totaled $51.6 million and were
$21.5 million below the modified budget. The 2009-2010 Adopted Budget included
rebudgets totaling $13.2 million and budget savings strategies totaling $2.6 million. The
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most significant rebudgets included $8.9 million for General Liability Claims, $582,000 for
Public, Educational, and Government (PEG) Access Facilities — Capital, and $500,000 for
Senior Staff Home Loan Assistance.

Additional net adjustments totaling $1.5 million are recommended as part of this report and
include, but are not limited to, $1.4 million for Sick Leave Payments Upon Retirement,
$245,000 for Workers” Compensation Claims, and $234,000 for the Arts Stabilization Fund.
There were several instances where actual year-end savings were less than projected and, as a
result, downward adjustments are recommended in this report, the largest being to the Public,
Educational, and Government (PEG) Access Facilities - Capital ($275,000).

After accounting for all adjustments discussed above, the net savings in this category totaled
$4.3 million.

As part of the comprehensive review of carryover 2008-2009 funds in City-Wide Expenses,
several appropriations with a combined total of $1,079,000 in this CSA are recommended to
be reduced and include: the Census 2010 Outreach ($125,000), Enterprise Content
Management System ($143,000), General Fund Structural Deficit Elimination Plan ($40,000
with the funds reallocated to the Economic Incentive Fund appropriation), Information
Security/Network Architecture Audits ($250,000), Information Technology Business
Applications Support ($185,000), Information Technology Test Lab and Inventory
($190,000), Old City Hall Land Use Planning ($96,000), and Sunshine Reform ($50,000).

Additional net reductions from the 2009-2010 Adopted Budget are recommended for
Management and Continuous Improvement Training ($140,000), Property Tax
Administration Fee ($207,000), Workers’ Compensation State License ($140,000) and
Revenue Enhancement Consulting ($50,000) to provide funding for urgent program/fiscal
needs in the General Fund. This would bring the total City-Wide appropriations savings in
this CSA to $5.9 million.
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In 2008-2009, the General Fund provided funding totaling $45.1 million for capital projects.
Of this amount, approximately $18.5 million was unexpended at year-end. The projects with
the largest unexpended balances included:

Capital Projects (3000s)
Watson Site Cleanup and Restoration 4,866

Building Facilities Maintenance Backlog: 9-1-1 UPS
System, PAB Chiller, Police Special Ops. Unit Motors 2,506

Fire Apparatus Replacement 2,262
Martin Park Landfill 1,453
Maintenance Backlog Neighborhood Appearance 1,042
Fire Station 37 (Willow Glen) 800
Tamien Specific Area Park Improvements 622
- Mayfair Summer Aquatics Program 379
Arena Repairs 331
Kirk Community Center 318
Maintenance Backlog — Roadway Striping 291
South San José Police Substation Fiber Optic Cabling 290
Parks and Recreation Bond Projects 289
City Hall Network Operations Center Secondary Cooling 286
City Hall Outstanding Needs 270
Happy Hollow Park and Zoo Fixtures, Furniture, and
Equipment 237
Building Facilities Maintenance Backlog: Energy
Management System 200
Watson Park — Terrace Drive 200
All Other Projects 1,882

Total Unexpended Capital Projects $ 18,524

It should be noted, however, that rebudgets of $14.6 million were included as part of the
2009-2010 Adopted Budget. An additional net total of $1.9 million is recommended for
rebudget as part of this report. After adjusting for rebudgets, the net savings in the General
Fund Capital category was $2 million. Of this amount $1.3 million was realized from
Watson Park project savings included as part of the General Fund balancing actions for the
2009-2010 Adopted Budget.
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In order to generate additional General Fund savings for urgent fiscal/program needs,

additional adjustments are recommended as part of this document. The reallocation of
maintenance backlog projects ($645,000) currently funded in the General Fund related to

transportation infrastructure is recommended to be funded from the Construction Excise Tax

Fund in order to generate additional savings. In addition, construction project savings allow

for a recommended reduction to the Kirk Community Center ($20,000), Seven Trees

Sidewalk Installation ($110,000), San José Police Substation Fiber Optic Cabling ($77,000),

and Mayfair Community Center ($100,000) project appropriations in the General Fund.

Finally, a reduction to the Parks and Recreation Bond Projects appropriation ($89,000) is

recommended as these funds are estimated to be no longer needed. A total reduction of
General Fund Capital project appropriations of $1,041,000 is recommended to generate -
additional resources for urgent 2009-2010 fiscal/program needs. Further detail of these

actions can be found in Section III — Recommended Budget Adjustments and Clean-Up

Actions section of this document.

Transfers

Actual Transfers to other funds totaled $37.9 million with all but one transfer being
completed as budgeted. The Transfer to the Airport Revenue Fund was budgeted at
$450,000 and represented the amount necessary to cover the interest accrued in 2008-2009
on the outstanding commercial paper issued by the Airport associated with the lease
payments for the Airport West Property. The actual interest amount on the commercial paper
totaled $281,777, which was the amount transferred to the Airport Fund. As a result, savings
of $168,223 were generated in this category.

Reserves

General Fund Reserve categories include Earmarked Reserves, the Contingency Reserve, and
the Ending Fund Balance Reserve. On June 30, 2009, the total Reserve balance was $97.5
million. Of this amount, $66.7 million represented Earmarked Reserves, the largest of which
were the Workers’ Compensation/General Liability Reserve ($10.0 million); Salary and
Benefits Reserve ($7.2 million); Economic Uncertainty Reserve ($9.5 million);
Development-Fee Program Reserves ($5.1 million); Neighborhood Investment ($4.3 million)
and Capital Improvements ($1.6 million) Reserves; 2009-2010 Future Deficit Reserve ($4.0
million); Future Capital Projects (FF&E) Reserve ($4.0 million); GASB 43/45 Liability
(Retiree Healthcare) Reserve ($3.9 million); and Enhanced Park Maintenance Reserve ($3.7
million).  Almost all of the Earmarked Reserves were approved for rebudget
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to 2009-2010 ($34.3 million) as part of the Adopted Budget and appropriated as reserves, or
were used as solutions to the 2009-2010 General Fund shortfall ($20.3 million). Due to the
uncertainty in revenue collections in the development fee program, none of the earmarked
reserves for the Development-Fee Programs were rebudgeted in the 2009-2010 Adopted
Budget. Included in this document is a recommendation to rebudget a total of $4.3 million
for the Development-Fee Program Reserves that remains available. The Ending Fund
Balance Reserve of $6.3 million was allocated as part of the 2009-2010 Adopted Budget
Beginning Fund Balance.

A comprehensive review carryover 2008-2009 funds in Earmarked Reserves was completed
to provide funding for urgent fiscal/program needs in the General Fund. This report includes
a recommendation to eliminate the $600,000 State Budget Actions Reserve.

At the end of the year, the General Fund Contingency Reserve balance was $30.7 million.
During 2008-2009, the Contingency Reserve increased by a net total of $0.4 million from the
Adopted Budget level of $30.3 million. The following adjustments were approved during the
year:

— An increase of $534,642 to bring the Contingency Reserve to 3% of the budget based on
the Annual Report actions.

— An increase of $112,069 to reimburse the General Fund for prior year expenditures
associated with the Willows Senior Center Fire Damage Repair Project.

— A decrease of $225,000 to provide additional funding for legal services in connection
with labor relations and negotiations.

As part of the 2009-2010 Adopted Budget, all of the $30.7 million Contingency Reserve was
rebudgeted. No additional funding is necessary to be added to the Contingency Reserve in
2009-2010 in order to comply with the Council Policy of maintaining a 3% Contingency
Reserve in the General Fund.
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