




















2009-2010 ADOPTED BUDGET MESSAGE

CAPITAL BUDGET OVERVIEW (CONT’D)

Public Safety CSA (Cont’d.)

Public Safety Capital Program (Contd.)

Q  Driver Safety Training Center: 'This project is currently in the feasibility stage. Almost all of the
funding for this project has been reallocated to the South San José Police Substation project to
fund design and construction costs that were higher than anticipated. While the Police
Department still has interest in completing the Driver Safety Training Center project, an
alternate funding source would need to be identified to complete the project.

Q  Fire Vebicle Replacement and Equipment: Funding from the Fire Construction and Conveyance Tax
Fund and the General Fund support many of the infrastructure needs in the Fire Department,
including fire apparatus replacement and repair, facilities improvements, hose replacement,
emergency response maps, handheld radios, heavy rescue airbags, traffic control equipment,
general tools and equipment, computer replacement, records management, and data analysis.

Transportation and Aviation Services CSA

The Transportation and Aviation Services CSA includes the Airport, Parking, and Traffic Capital
Programs. These programs support the following CSA outcomes:

Provide Safe and Secure Transportation Systems

Provide Viable Transportation Choices That Promote a Strong Economy

Travelers Have a Positive, Reliable and Effficient Experience

Preserve and Improve Transportation Assets and Facilities

DN N N NN

Provide a Transportation System That Enhances Community Livability

Airport Capital Program

The Airport Capital Program’s vision statement is to
provide the best service to its customers, community and
business partners. The Adopted CIP totals $609.1 million
and included investments based on the amendments to
the Airport Master Plan approved by the City Council in
June 2006. The CIP represents efforts that incorporate
input from a variety of stakeholders in order to develop a
facility that will meet community and customer needs,
while keeping costs low. Following is a discussion of
major projects and issues.

Q  Terminal Area Improvement, Phase 1:  'The total budget  Ground Transportation Island and Terminal B —
for Phase I is $576.5 million with $102.5 million Under Construction
funded in the 2010-2014 Adopted CIP. Several
projects are included: Terminal A improvements, the first half of Terminal B, the phased
demolition of Terminal C, roadway improvements, landscaping, and signage.
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CAPITAL BUDGET OVERVIEW (CONT’D)

Transportation and Aviation Services CSA (Cont’d.)

Airport Capital Program (Cont’d.)

Q  Terminal Area Improvement, Phase I1: This phase has been removed from the CIP. This allocation
provides funding for a number of demand-driven projects including Terminal B, Phase II, which
was originally planned to be completed by 2017. Due to the current economic situation, the
construction and completion of Phase II will be deferred until passenger demand recovers.

Q Taxmvay W Improvements: $81.7 million was programmed in the 2010-2014 CIP (total project
budget of $100.8 million) which provides funds for the design and construction of the extension
of Taxiway W as recommended by the Federal Aviation Administration. Phase II through Phase
V are contingent upon the receipt of grant funding.

Q  Consolidated Rental Car Facility:  Funding of $264.3 million (§18.1 million in the 2010-2014 CIP) is
included for the complete design and construction of a multi-level, consolidated rental car
facility, including a quick turn-around for rental car washing, fueling, and minor servicing.

Parking Capital Program

The Parking Capital Program develops new parking facilities, maintains and improves existing
facilities, and upgrades and replaces both on-street and off-street parking equipment. Following is a
brief summary of the capital-related activity in the Parking Capital Program.

Q  Minor Parking Facility Improvements: The Adopted CIP included $1.9 million for minor parking
facility improvements that will enhance and prolong the service life of the facilities.

Q  Garage Elevator Upgrades: The Adopted CIP included $2.0 million for plans, specifications, and
upgrades to the elevators at the Market Street Garage, Third Street Garage, and the Second
Street and San Catlos Street Garage.

Q  Parking Technology Improvements: 'The Adopted CIP included $900,000 to purchase various types of
technology equipment and $1.9 million for revenue control upgrades to ensure an efficient and
effective operation in various parking facilities.

Q  Parking Capital Development Fund: The Adopted CIP included $6.9 million to support activities
associated to acquire land; design, develop, and construct parking facilities; acquire parking
inventory; and pay parking debt obligations.

Traffic Capital Program

The mission of the Traffic Capital Program is to implement a safe, efficient, and environmentally
sensitive surface transportation system, consistent with the goals and policies of the City’s General
Plan. In the 2010-2014 Adopted Traffic CIP, $250.6 million is allocated for the purposes of
expanding and enhancing the transportation system. These resources are programmed to ensure
that the transportation system supports the economic competitiveness of San José and provides
residents with safe and attractive street facilities in their neighborhoods.
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CAPITAL BUDGET OVERVIEW (CONT’D)

Transportation and Aviation Services CSA (Cont’d.)

Traffic Capital Program (Cont’d.)

The investments approved as part of the 2010-2014 Adopted CIP included 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 B i

monitoring of environmental mitigation sites ($5.2 v
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 included 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 included 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
was allocated for bicycle and pedestrian facilities and curb ramp construction.

Q  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 Creck
Upgrade, the Route 101/Tully/Capitol Upgrade, and the California High Speed Rail.

Q  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 was also provided from the federal pavement
maintenance grant program.
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CAPITAL BUDGET OVERVIEW (CONT’D)

Strategic Support CSA

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 Communications Capital Program provides reliable 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 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 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

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 included 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 Service Yards Capital Program maintains and improves 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 was allocated to address general
capital improvement needs, the majority of funding in this capital program was set aside for the
payment of debt service on the Central Service Yard Phase I and II improvements.

Q  Central Service Yard Phase 1 Debt Service: An allocation of $8.4 million was included for the
payment of debt service for the Central Service Yards Phase I Debt Service.

Q  Sale of Main Yard: The sale of the Main Yard in Japantown was 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 was deferred to
June 2014. The Adopted CIP included $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.
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CONCLUSION

Formulating the 2009-2010 Adopted Operating Budget was a formidable challenge. While we have
successfully closed one of the largest General Fund shortfalls in the City’s history and done so with
nearly 100% ongoing funds, the actions in this document that reduce services to our community and
eliminate positions are collectively sobering. We have avoided even worse reductions with the
strategic use of reserves and with fee increases designed to maximize cost recovery in a number of
areas. In addition, concessions made by employee bargaining groups were able to fund services and
positions that would have otherwise been impacted by this budget. The blend of solutions
represented a sound approach to balancing the budget and for the most part avoided pushing
today’s fiscal problems into the next fiscal year — an important goal given the deficit projected for
2010-2011. This was a significant accomplishment and it is important to keep in mind that, even
with these reductions, we still are providing over $980 million in the General Fund and $3.0 billion
in all operating funds to continue providing the comprehensive mix of quality services that
continues to elicit high satisfaction levels from our residents. This plan maintains the sound
financial discipline that has allowed us to manage through the long recession.

I want to express my appreciation to the City workforce, which continues to display a high degree of
professionalism and commitment even as we enter our eighth year of service reductions. My
appreciation also goes out to all of the dedicated City employees who have worked closely with the
Administration as we moved through this budget process. In particular, I want to acknowledge the
administrative staff in City departments, as well as the staff of the City Manager’s Budget Office,
who all worked tirelessly for uncountable hours and contributed so much to the preparation and
production of this budget document.

While the actions contained in this document will in some cases confront the community and our
workforce with difficult changes, they collectively preserve essential services and avoid adding to San
José’s significant fiscal problems. It is critical that we remain focused and disciplined as we confront
the challenges of the foreseeable future, so that we resolve the structural deficit as directed by the
City Council and emerge as a stronger and healthier organization.

Debra Figo
City Manager
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