













































































































































































2008-2009
ANNUAL REPORT

CAPITAL IMPROVEMENT PROGRAM FUNDS (CONT’D.)

Storm Sewer Capital Fund

The Storm Sewer Capital Fund receives revenue from the Storm Sewer Operating Fund to
account for capital expenditures.

Storm Sewer
Capital Fund
($000s) Percent
Budget Actual Variance Variance
Revenue § 3555 $ 3,502 $ (53) (1.5%)
Expenditure 6,640 4,767 1,873 28.2%
Fund Balance (est) 1234 * 2212 978 79.3%

* Refers to the 2008-2009 Ending Fund Balance estimate used to develop the 2009-2010 Adopted Budget

Revenues ended the year $53,000 below the budgeted amount due entirely to lower than expected
interest income resulting from lower than anticipated interest rates and cash balances during the

year.

Expenditure savings of $1.9 million are mainly due to deferrals of project timelines into 2009-
2010. The projects with the largest deferred expenditures were the Creek Channel Stabilization
($585,000), Miscellaneous Projects ($320,000), Minor Neighborhood Storm Drain
Improvements ($238,000), and Storm Pump Station Replacement ($224,000). Six smaller
projects with deferred timelines account for another $367,000 of savings. A portion of these
overall savings ($900,000) were anticipated at the end of 2008-2009 and rebudgeted to 2009-
2010 as part of the 2009-2010 Adopted Capital Budget. An additional $700,000 of savings is
recommended for rebudget as part of this document. One project, the Chateau Drive Storm
Drain Improvements, had project savings ($124,000) due to lower than expected construction
costs. Savings from this project will be returned to the ending fund balance.

The 2008-2009 ending fund balance ended the year $978,000 higher than the estimated level.
The variance is attributed mainly to higher than estimated expenditure savings ($1.0 million),
partially offset by lower than anticipated revenue ($53,000). As described above, most of the
expenditure savings are recommended for rebudget as part of this report and, therefore, will bring
the fund balance back in line with 2009-2010 estimated levels.
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Underground Utility Fund

The Underground Utility Program implements City General Plan Goals and Policies, which state
that the City should encourage the undergrounding of existing overhead utilities. The fund is
used to establish Rule 20B Underground Utility Districts. These Districts combine several
smaller undergrounding projects into one large project so as to minimize the piecemeal
undergrounding of utility facilities throughout the City. This fund is also used to administer the
Rule 20A Program. Through Rule 20A, the California Public Utilities Commission requires
Pacific Gas and Electric (PG&E) to annually set aside funds to finance the undergrounding of
overhead facilities located on public streets within the City.

Underground
Utility Fund
($000s) : Percent
Budget Actual Variance Variance
Revenue § 1020 § 461 $ (559) (54.8%)
Expenditure 2,298 2,030 268 11.7%
Fund Balance (est,) 2336 * 1,992 (344) (14.7%)

* Refers to the 2008-2009 Ending Fund Balance estimate used to develop the 2009-2010 Adopted Budget

The negative revenue variance of $559,000 is primarily the result of lower than anticipated
developer in-lieu fees as commercial/industrial development activity has been weaker than in
recent years. Based on the fact that commercial/industrial projects typically trigger higher
“intensity of use” (e.g. traffic) than residential projects and residential projects are usually not
located on General Plan streets designated for future under grounding, revenue has been
significantly less than anticipated. Staff will continue to assess the impact this situation will have
on the project delivery schedule for the Underground Utility Program.

The positive expenditure variance of $268,000 primarily reflects savings in the Underground
Utility Program appropriation ($128,000) as a result of lower project costs, as well as savings in
the PG&E/Private Electrical Service Panel Conversion ($90,000) appropriation. Savings for
PG&E/Private Electrical Service Panel Conversion is entirely due to the fact that no properties
were reimbursed in 2008-2009. Projects are ongoing and reimbursements occur as projects are

completed.
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Underground Utility Fund (Cont’d.)

The 2008-2009 ending fund balance ended the year $344,000 below the estimated level and
reflects the combination of lower than anticipated developer in-lieu fees offset by lower than
estimated expenditures. Sufficient ending fund balance is available in 2009-2010 to offset the

negative fund balance variance.
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Water Utility Capital Fund

The Water Utility Capital Fund supports the Municipal Water System, and is funded primarily
through transfers from the Consolidated Water Utility Fund, fees paid by developers for direct
services, and interest. Monies in this fund are expended on the acquisition, construction, and
installation of water system capital improvements in the North San José, Evergreen, Alviso,

Edenvale, and Coyote areas.

Water Utility Capital
Fund
($000s) Percent
Budget Actual Variance Variance
Revenue $ 3502 $ 2955 $  (547) (15.6%)
Expenditure 6,221 4,395 1,826 29.4%
Fund Balance (est) 2486 * 3,116 630 25.3%

* Refers to the 2008-2009 Ending Fund Balance estimate used to develop the 2009-201 0 Adopted Budget

The negative revenue variance ($547,000) resulted from lower than estimated collections in
Service Connection Fees ($281,000), Advanced System Design Fees ($178,000), and Meter
Installation Fees ($167,000). These shortfalls are partially offset by higher than budgeted interest
earnings ($79,000). Service Connection Fee, Advanced System Design Fee, and Meter
Installation Fee revenues primarily recover the actual cost to install new services. Due to low
development activity, collections ended the year below anticipated levels.

There were a total of $1.8 million in expenditure savings, primarily made up of several larger
projects, including: North First Street Parallel Main ($581,000), Nortech and Trimble Pump
Station Retrofit ($273,000), North Coyote Valley Water System ($170,000), Security
Improvements ($163,000), Water Valve Rehabilitation ($160,000), and Meter Installations
($121,000). Savings in the North First Street Parallel Main project were due mainly to lower
than expected construction costs. Savings in the Nortech and Trimble Pump Station Retrofit,
North Coyote Valley Water System, and Security Improvements projects were due to deferrals in
project schedules. Savings in the Meter Installations appropriation occurred because of a slow-
down in development activity. A portion of the savings in these appropriations ($650,000) were
anticipated at the end of 2008-2009 and rebudgeted to 2009-2010 as part of the Adopted Capital
Budget. Portions of the North First Street Parallel Main ($100,000), and the Water Valve
Rehabilitation project savings ($100,000) are recommended for rebudget as part of this
document. Also recommended in this report is an augmentation to the Capital Rehabilitation
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Water Utility Capital Fund (Cont’d.)

Reserve ($26,000). Per the San José Municipal Code, this reserve is budgeted annually at 7% of
the previous year’s actual water sales revenue, and the adjustment is needed to bring the 2009-

2010 reserve to that level.

The positive variance in the ending fund balance ($630,000) was due to project savings, partially
offset by lower than estimated revenues as described above.
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