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Traffic Capital Program (Contd.)

The investments approved as part of the 2010-2014 Adopted CIP include funding for the City’s
local system expansion ($10.1 million); safety and efficiency projects ($46.2 million); North San José
projects ($3.8 million); support for the City’s contribution to regional system expansion ($17.3
million); maintenance and rehabilitation activities including bridge and pavement maintenance ($61.9
million); activities that promote community livability including land management, weed abatement,

the under-grounding of City utilities, and
monitoring of environmental mitigation sites ($5.2
million); local and regional planning and engineering
activities ($20.2 million); project and program
support ($6.4 million); and reserves and transfers
($79.5 million). In addition, this CIP includes an
update to the valuation table references in the
Municipal Code for the construction taxes that
support the Traffic Capital Program. This update is
expected to generate an additional $3.0 million
annually to this program.

Following is a discussion of some of the highlights
of the Traffic CIP.

Hamilton Sidewalk Improvement Project

Q Local System Expansion Projects: The Adopted CIP includes funding for the development

of projects on the City’s local street system. Key projects include development of grant funded
pedestrian corridor projects from San José State University (SJSU) to Japantown, and on Jackson
Street from the Japantown/Ayer light rail transit station to Japantown. Additionally, funding is
allocated for bicycle and pedestrian facilities and curb ramp construction.

Regional System Expansion: The Adopted CIP supports the expansion of the regional
freeway and transit systems. It is anticipated that over $6.2 billion in regional improvements will
be constructed over the next ten years. Some of the expected regional transportation
improvements include the BART Extension to San José, the Route 280/880/Stevens Creek
Upgrade, the Route 101/Tully/Capitol Upgrade, and the California High Speed Rail.

Pavement Maintenance: A combined total funding of $89.2 million was approved in both the
Operating and Capital Budgets over the next five years for pavement maintenance. The majority
of these funds are anticipated to come from grant programs from State sources, such as
Proposition 42, Proposition 1B and from the State through the federal American Recovery and
Reinvestment Act of 2009. Additional funding is also provided from the federal pavement
maintenance grant program.
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The Strategic Support CSA includes the Civic Center, Communications, Municipal Improvements,
and the Service Yards Capital Programs. These programs support the following CSA outcomes:

v Safe and Functional Public Infrastructure, Facilities and Equipment
v Effective Use of State-of-the-Art Technology

Communications Capital Program

The guiding objective of the Communications Capital Program is the provision of reliable, necessary
public safety and non-public safety-related communications equipment for all City employees that
require this equipment for their jobs. A summary of the major projects in this CIP is provided
below.

Q Communications Equipment Replacement and Upgrade: $3.4 million was approved in
this CIP for the equipment replacement and upgrade project, which entails replacing a large
portion of the communications equipment, including radios and fixed point base station
equipment, over the next five years.

Q City-Wide Trunking Radio System: $1.1 million was approved in this CIP to provide
matching funds for a trunked radio system in which groups of users are given a logical talk-
group to share for their communications, rather than a dedicated radio frequency. If additional
grant funds are secured, this project will maximize available capacity in order to increase public
safety communication needs.

Municipal Improvements Capital Program

The Municipal Improvements Capital Program provides capital improvements for City facilities that
are not funded in other capital programs. The General Fund typically supports these projects. The
2010-2014 Adopted CIP includes the following ongoing allocations: HP Pavilion Repairs
($830,000); Fuel Tank Monitoring ($250,000); Closed Landfill Compliance ($2.0 million); and
Unanticipated/Emergency Maintenance ($1.0 million).

Service Yards Capital Program

The objective of the Service Yards Capital Program is to maintain and improve the existing
conditions at the Service Yards by implementing projects to reduce safety hazards, increase
efficiencies, and provide necessary equipment and materials for operations. While ongoing funding
is allocated to address general capital improvement needs, the majority of funding in this capital
program is set aside for the payment of debt service on the Central Service Yard Phase I and II
improvements.

Q Central Service Yard Phase I Debt Service: An allocation of $8.4 million is included for the
payment of debt service for the Central Service Yards Phase I Debt Service.
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Service Yards Capital Program (Cont’d.)

Q Sale of Main Yard: The sale of the Main Yard in Japantown is assumed to repay a portion of
the outstanding commercial paper debt from the Central Service Yard Phase II project. As a
result of the economic slowdown, the assumed date of sale of the Main Yard has been deferred
to June 2014. The Adopted CIP includes $4.9 million for the interest-only payment of Central
Service Yards Phase II Commercial Paper costs necessary until the Main Yard sale is completed.
It should be noted, however, should the sale of the Main Yard be delayed beyond June 2014 or
interest rates paid on commercial paper increase dramatically, the Service Yards C&C Tax Fund
may not have sufficient funding to sustain the long-term debt service payments related to Phase
IT that would begin in 2014-2015. As a result, if revenues do not increase, a reprioritization of
projects in future years may be necessary.

CONCLUSION

The City of San José’s 2010-2014 Adopted CIP represents a significant investment in the City’s
infrastructure. Capital projects are being delivered that will bring with them improvements that will
benefit neighborhoods, residents, and visitors for decades to come, while preparing the City for
future economic development and growth. Over the next five years, the obligations under the
voter-approved bond programs will be completed with the opening of several new libraries, fire
stations, community centers, and the South San José Police Substation. The first phase of Terminal
B will be completed, along with other major renovations to the Airport. The Water Pollution
Control Plant will have been upgraded significantly to improve reliability. The large investment in
green building infrastructure with at least 11 additional certified green buildings sets an example for
the private sector to achieve the goal of over 50 million square feet of green buildings throughout
San José.

A significant concern is that the additional new facilities scheduled to be completed within the five-
year CIP, will create a challenge to adequately fund operations and maintenance costs. It is
estimated that these costs will impact the General Fund in an amount of approximately $14.8 million
annually by 2013-2014, the majority of which has been assumed in the General Fund Five-Year
Forecast. As a result of the severe economic recession and the impact this has had on the General
Fund, to help mitigate this problem in the next several years, this Adopted CIP includes the deferred
opening of libraries, community centers, and the South San José Police Substation in order to save
on operating and maintenance costs. In an effort to identify and address the issue of future
operations and maintenance impacts earlier in the capital project development process, the City
Council approved a new budget principle last year requiring formal City Council certification that a
decrease in existing basic neighborhood services will not result for each capital project with annual
operations and maintenance cost exceeding $100,000 in the General Fund. This Adopted CIP
included the official certification of 14 previously Council-Approved projects and two projects in

24



2009-2010 ADOPTED CAPITAL BUDGET
2010-2014 CAPITAL IMPROVEMENT PROGRAM

CONCLUSION (CONT’D.)

the early planning stages. These costs will be evaluated annually and analysis will be done to
determine most critical operational needs and alternative service delivery models that could mitigate
the operating and maintenance costs of these facilities in the years to come.

The City continues to struggle to address a huge number of significant unmet infrastructure needs
and a deferred maintenance backlog of over $832 million (§457.6 million in the General Fund) as
reported in June 2009. We continue to remain optimistic that one of the outcomes of the General
Fund Structural Deficit Elimination Plan will be development of strategies to address this issue in a
systematic and meaningful manner over a period of years. It should be noted, as discussed mn the
Plan, that these needs cannot be addressed without additional cost savings, revenue, or service
reductions/eliminations. We must all continue to make addressing this funding gap a priority in
order to protect the City’s capital investments.

The development of the Adopted Capital Budget and CIP is a collaborative effort involving staff
from each department. Input from the City Council and community members was incorporated to
ensure that the overall capital program reflects the needs and priorities of our residents and visitors.
I want to acknowledge the outstanding efforts provided by the Budget Office and many employees
who made direct contributions to the analysis and production of this CIP and this document.

Debra Figon
City Manager
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