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Phase II project as a result of savings from the
infrastructure set up being wired instead of
wireless; and a decrease of $30,000 to the HP
Pavilion/Diridon Area Multi-Space Meters
project as a result of savings from the materials
used.

As an offset to the downward revenue
adjustment, the scope of work for two projects
will be reduced. A decrease to the Minor
Parking Facility Improvements project by
$230,000 is recommended. This ongoing
allocation provides funding to do minor repair
work that is not part of the annual cleaning and
maintenance of downtown facilities.  This
project will no longer fund water proofing and
lobby area improvements to parking garages. A
decrease to the Security Improvements project
by $200,000 is also recommended. This project
funds various security upgrades, however with
this proposed reduction, additional lighting and
cameras in all parking garages will not be
funded. These project scope reductions will be
deferred until such time that full funding can be
secured.

In addition, a decrease of $300,000 to the
Parking Technology Improvements project is
recommended, which eliminates the entire
project allocation in 2009-2010. The project
provides funding to install Light Emitting Diode
(LED) signs that can change based on the
direction of the reversible lanes, the installation
of a dynamic floor count system, and the
replacement; of incandescent light bulbs with
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LED bulbs in the parking identification sign.
As a result of higher priority projects in the
program and a lesser need to upgrade the
garages based on lower occupancy activity, it is
recommended that this project’s total funding be
eliminated.

As part of the San Jose Redevelopment
Agency’s Proposed Budget, the debt service
payment for the 4™ and San Fernando Streets
Parking Garage is proposed to be shifted to the
City for two and a half years (a total of $8.5
million). The anticipated impact for 2009-2010
to the General Purpose Parking Fund is $1.7
million. Recommendations to appropriate the
anticipated payment to the San Jose
Redevelopment Agency (SJRA) and offsetting
actions for 2009-2010 are anticipated to be
brought forward in conjunction with the
approval of SJRA’s budget.

PARKS AND COMMUNITY
FACILITIES DEVELOPMENT

Financial Status

The Parks and Community Facilities
Development (Parks) Capital Program is a long-
term capital investment plan for the acquisition,
development, and maintenance of parks,
recreational facilities, trails, and open space.

The Parks Capital Program is funded primarily
through Construction and Conveyance (C&C)
Tax revenues, Parkland Dedication Ordinance
Fees, and proceeds from the Parks Bond
Measure. In addition to these revenues, the
Parks Capital Program is also supported by
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grants from the federal and State governments,
developer’s contributions, and interest earnings.

Construction and Convevyance Tax Funds

As previously reported in Bi-Monthly Financial
Reports, after experiencing almost continuous
declines since spring 2005, C&C Tax revenues
are beginning to stabilize, which may indicate
this revenue stream is stabilizing and may not
decline further. Nearly 99.0% of the total C&C
Taxes are comprised of conveyance receipts, a
tax based on the value of property transfers,
which are the main driver in this revenue
category. The number of property transfers for
all types of residences from July through
December 2009 increased by approximately
28.7% from the same period in the prior year.
The median home price has increased by 8.5%
from the December 2008 median home price of
$451,750 to the December 2009 median home
price of $490,000. Meanwhile, the average
days-on-market for the residential real estate
market has dropped from a high of over 100
days in June 2009 to 67 days in December
2009.

The 2009-2010 Adopted Capital Budget
estimate for C&C taxes is $20.0 million, of
which 65.2% is allocated to the Parks Capital
Program. Through December 2009, C&C Tax
receipts totaled $9.6 million or 48.0% of the
adopted estimate. This figure represents a
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decline of less then 1.0% from the $10.0 million
collected through December 2008. In addition
to these revenues, the City has since received
January 2010 Conveyance Tax receipts totaling
$2.1 million. This amount is 31.2% higher than
the January 2009 amount of $1.6 million.

The adopted C&C Tax estimate allowed for a
2.3% drop from the 2008-2009 actual
performance of $20.5 million. Through the first
five months of the fiscal year, collections had
experienced sharper declines then originally
anticipated. However, the stabilization of these
revenues in December and January may indicate
this revenue stream has stabilized. If collections
continue at levels experienced through the first
six months of the fiscal year, it is anticipated the
year-end C&C Tax estimate of $20.0 million
will be achieved. However, due to the volatile
nature of this tax revenue, staff will continue to
monitor receipts closely and may make further
recommendations at a later date.

A revenue estimate increase of $100,000 is
recommended in the Parks City-Wide C&C Tax
Fund section of this document to recognize the
award of grant funds from the State of
California's 2002 Resources Bond Act
(Proposition 40 - Roberti-Z'Berg grant) for the
design and installation of trail signs, milestone
markers, and call boxes. While the grant award
totals $451,000, the funding is received on a
reimbursement basis and it is anticipated only
$100,000 will be expended and reimbursed for
the study, design and deployment of milestone
markers in 2009-2010. Remaining grant funds
are anticipated to be expended and reimbursed
in 2010-2011 and will therefore be included in
the 2010-2011 Capital Budget. A related action
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in this document is recommended to increase
the TRAIL: Milestone Markers project.

In addition, this document includes a
recommendation to increase the Environmental
Mitigation Maintenance and Monitoring
allocation ($10,000) in the Parks City-Wide
C&C Tax Fund to ensure adequate funding is
available to complete an active service
agreement for mitigation monitoring of the
Quail Hollow Bridge, which is located at Alum
Rock Park. This monitoring effort, mandated
by the State of California, requires the use of
qualified biologists to prepare and submit
reports regarding the condition of the bridge and
its effect on wildlife in Penitencia Creek. This
recommendation is being offset by a decrease to
the Parks City-Wide C&C Tax Fund Ending
Fund Balance.

Expenditures in the various Parks C&C Tax
Funds are generally tracking within estimated
levels, however, there are several expenditure
adjustments recommended in this report.

The Council District 3 C&C Tax Fund includes
recommendations to decrease the Watson Site
Clean-up and Restoration project ($404,000),
establish the Watson Park (Phase II) Soccer
Field Development project ($404,000), establish
the O’Donnell’s Garden Park project
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($117,000), and eliminate the Reserve:
O’Donnell’s Garden Park ($117,000). The
Watson Site Clean-up and Restoration project is
recommended to be decreased to realize this
fund’s proportionate savings that resulted in
lower than anticipated construction bids. These
savings are recommended to be reallocated to
the Watson Park (Phase II) Soccer Field
Development project for the development of a
lighted artificial turf soccer field, which will be
adjacent to the lighted natural turf soccer field
that is being constructed in Phase I of the
Watson Park project.  Elsewhere in this
document is a recommendation to allocate an
additional $1.1 million in the Subdivision Park
Trust Fund for this project. The Council
District 3 C&C Tax Fund also includes a
recommendation to activate the O’Donnell’s
Garden Park reserve. This funding, in
conjunction with $150,000 anticipated to be
provided from a community group, will be used
for the installation of a gazebo at O’Donnell’s
Garden Park.

The Council District 6 C&C Tax Fund includes
a recommendation to establish the TRAIL: Los
Gatos Creek Reach IV Mitigation and
Monitoring ($35,000) project. This funding,
which will be offset by a reduction to the
Council District 6 C&C Tax Fund Ending Fund
Balance, is needed for monitoring, repair, and
maintenance services associated with reach IV
of the Los Gatos Creek Trail. This monitoring
effort, mandated by the State of California,
requires the use of qualified biologists to
prepare and submit reports regarding the
condition of the trail.
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Parks and Recreation Bond Projects Fund

On November 7, 2000, City voters approved
Measure P, a $228.0 million general obligation
bond for park and recreational improvements.
In June 2008, the final bond sale for this general
obligation series was issued. Bond proceeds of
$27.8 million were sold, which in conjunction
with remaining interest earnings, will fund all
remaining project expenditures in the Parks and
Recreation Bond Projects Fund.

Expenditures in the Parks and Recreation Bond
Projects Fund are generally tracking within
estimated levels. However, several expenditure
adjustments are recommended in this report,
including reallocating $250,000 from the
Reserve:  Soccer Complex to the Soccer
Complex project for site survey and design
work due to it recently being determined that the
soccer complex will be constructed at the FMC
site near the Airport.  This report also
recommends reallocating $540,000 from the
Contingency Reserve: Parks and Recreation
Bond Projects to the TRAIL: Guadalupe River
Reach VI (Woz Way to Willow Street) project.
This increase will ensure sufficient funding is
available for the construction of a 0.40 mile
paved trail, levee improvements, irrigation,
landscaping, signage, and a gateway structure
along a portion of the Guadalupe River. The
Parks, Recreation and Neighborhood Services
Department is currently negotiating agreements
with the State for grants under the Proposition
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50 and Proposition 13 grant programs. If the
City is awarded these grants, the Contingency
Reserve: Parks and Recreation Bond Projects
would be replenished accordingly.

Other Funds

In the other funds that support the Parks and
Community Facilities Development Capital
Program (Emma Prusch Fund, Lake
Cunningham Fund, and Subdivision Park Trust
Fund), revenues and expenditures are generally
tracking within estimated levels through
December. Several expenditure adjustments are
recommended in the Subdivision Park Trust
Fund, including establishing the Watson Park
(Phase II) Soccer Field Development project
($1.1 million), appropriating the Penitencia
Creek Park Play Lot Renovation project from
reserve ($600,000), increasing the Cypress
Senior Center Parking Lot Expansion and
Outdoor Patio project ($48,000), increasing the
Madden Ave/Jackson Ave Turnkey Park Design
Review and Inspection allocation ($15,000), -
increasing the Luna Turnkey Park Design
Review and Inspection allocation ($10,000),
decreasing the Reserve: North Council District
3 Park Acquisition and Development allocation
($195,000), and decreasing the Reserve: Future
PDO/PIFO Projects ($978,000).

This document includes a recommendation to
establish the Watson Park (Phase II) Soccer
Field Development project for the development
of an artificial turf lighted soccer field, which
will be adjacent to the natural turf lighted soccer
fields that is being constructed in Phase I of the
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Watson Park project. As previously mentioned,
a recommendation to allocate an additional
$404,000 in the Council District 3 C&C Tax
Fund would also augment funding for this
project. The Penitencia Creek Park Play Lot
Renovation project is needed to renovate two
antiquated play lots at Penitencia Creek Park.
The recommended increase to the Cypress
Senior Center Parking Lot Expansion and
Outdoor Patio project is needed for amenities
not included in the original project scope, such
as re-paving the original parking lot and
purchasing a new trash enclosure. Additional
funding is needed for the Madden Ave/Jackson
Ave Turnkey Park Design Review and
Inspection and the Luna Turnkey Park Design
Review and Inspection allocations due to the
construction of these parks (which are being
done by the developers as part of their parkland
dedication obligation) taking longer then
originally anticipated, which results in higher
Department of Public Works design review and
inspection costs.

For more detailed information on all the
adjustments made to the Parks Capital Program,
please refer to Section III of this document.
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PUBLIC SAFETY

Financial Status

The Adopted 2009-2010 Public Safety Capital
Program is funded from four sources: proceeds
from the Neighborhood Security Act Bond
Measure ($30.8 million); Fire Construction and
Conveyance (C & C) Tax Fund ($3.8 million);
the General Fund ($6.4 million); and the San
Jose  Redevelopment  Agency  (SJRA)
(8300,000).

On March 5, 2002, the voters in San José
approved Measure O, the “9-1-1, Fire, Police,
Paramedic and Neighborhood Security Act”, a
$159 million general obligation bond for Police
and Fire capital improvements. A total of
$155.7 million of bonds have been issued in
prior fiscal years, and the 2009-2010 Adopted
Capital Budget includes an additional bond
issuance of $3.3 million which is expected to be
issued by year-end.

As discussed in detail in the Parks and
Community Facilities Development Capital
Program section of this document, C&C Tax
revenues are stabilizing and may not decline
further.  The 2009-2010 Adopted Capital
Budget estimate for C&C taxes is $20.0 million,
of which 8.40% is allocated to the Fire
Department in the Public Safety Capital
Program. The adopted C&C estimate allowed
for a 2.3% drop from the 2008-2009 collection
level. Through the first five months of the fiscal
year, collections had experienced sharper
declines then originally anticipated. However,
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collections in December and January may
indicate this revenue stream has stabilized.
Therefore, it is currently anticipated the year-
end Construction and Conveyance Tax estimate
of $20.0 million will be achieved. However,
due to the volatile nature of this tax revenue,
staff will continue to monitor receipts closely
and may make further recommendations at a
later date.

In the Fire C&C Tax Fund, a technical
correction to- the Beginning Fund Balance
($48,000) is recommended to recognize funding
that was not accounted for in the 2008-2009
Annual Report. Also, a recommendation to
increase the Computer Replacement Program
(860,000) with corresponding decrease to the
Ending Fund Balance is included in this
document. The funding would be used to
purchase a redundant server for the new Fire
Records Management System (RMS) in order to
maintain a back-up system and prevent data loss
in the event that the main RMS server fails.

In the Adopted 2009-2010 Public Safety Capital
Program, $900,000 in revenue was estimated for
the sale of two former fire stations (12 and 17).
As of the printing of this document, the Real
Estate Division in the General Services
Department anticipates that the two former fire
stations will be sold in April or May 2010 and
the associated revenue will be paid to the City
before the end of 2009-2010.

II-13

In the Neighborhood Security Act (Bond) Fund,
technical corrections to reduce the Beginning
Fund Balance and the South San José Police
Substation project ($485,000) are
recommended. These adjustments will correct
double counting of funds in the Bond Fund and
decrease the total South San José Police
Substation project budget to $91.8 million as
stated in the memorandum approved by the City
Council on August 18, 2009. In addition, it is
recommended that bond funding ($800,000)
currently programmed in 2010-2011 for the Fire
Station 37 (Willow Glen) project be accelerated
to 2009-2010 for the Fire Station 37 project in
order to spend bond funding first and extend the
ability to use the General Fund ($800,000) for
this project into 2010-2011.  Finally, the
proportionate  share of the San Jose
Redevelopment Agency (SJRA) funding for the
Fire Station 2 — Rebuild project ($258,000) is
recommended to be returned to the SJRA. In
order to keep the total project budget at current
funding levels, an augmentation to this project
from the Bond Contingency Reserve ($258,000)
is recommended to be reallocated to the Fire
Station 2 — Rebuild project.

Expenditures in this Program, including General
Fund funded apparatus replacements, are
tracking within anticipated levels. = Major
project expenditures include Fire Stations 2 and
19 and the South San José Police Substation,
which are currently underway, and Fire Station
36 which was awarded for construction on
January 26, 2010.
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The Sanitary Sewer System of the City of San
José consists of approximately 2,000 miles of
sewer mains ranging in diameter from six to 90
inches. The system serves the City as well as
three other jurisdictions and conveys sewage to
the San José/Santa Clara Water Pollution
Control Plant. The Sanitary Sewer Capital
Program has two major funding sources: the
Sewer Service and Use Charge Capital
Improvement Fund and the Sanitary Sewer
Connection Fee Fund.  These funds are
supported through transfers from the Sewer
Service and Use Charge Fund, joint
participation revenues, connection fee revenues,
interest, and other miscellaneous revenue.

Sewer Service and Use Charge Capital
Improvement Fund

The Sewer Service and Use Charge Capital
Improvement Fund is funded through transfers
from the Sewer Service and Use Charge Fund
and interest earnings. Transfers through
December have totaled $5.7 million, or 33.3%
of the budgeted amount ($17.2 million), and
subsequent transfers are expected to occur as
planned. Interest earnings through the first six
months are tracking slightly below anticipated
levels, with $510,000 or 34.0% of the budgeted
amount ($1.5 million) received to date.
Miscellaneous Revenue of $4.2 million was
collected as a reimbursement from Caltrans for
portions of the Highway 87 and San José
Sanitary Sewer Phase II projects.  These

il
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projects were only partially completed due to
unforeseen construction challenges, and it was
uncertain whether Caltrans would reimburse the
City for the City’s portion of the work. The
lump-sum payment received this year was the
result of an amended Utility Agreement with
Caltrans approved by the City Council in
December 2009. An increase to the Earned
Revenue estimate and ending fund balance is
recommended in this document to recognize this

payment.

Project expenditures in the Sewer Service and
Use Charge Capital Improvement Fund are
occurring as anticipated and most of the
remaining savings at year-end are expected to
be rebudgeted to complete ongoing projects.

Sanitary Sewer Connection Fee Fund

Joint participation revenues, connection fees,
and interest earnings support the Sanitary Sewer
Connection Fee Fund. Joint participation
revenues, usually invoiced and accrued at the
end of the fiscal year, reflect cost sharing of
actual expenditures incurred during the fiscal
year. Therefore, if there is a shortfall in these
revenues, corresponding project expenditure
savings will be available. Through December,
joint participation revenue collected was
$96,000 or 11.9% of the budgeted amount
($804,000). Due to the timing of bills, a larger
portion of the revenue will be collected in the
second half of the year. Collections of Sanitary
Sewer Connection Fees totaled $186,000, or
37.2% of the budgeted amount ($500,000), due
to lower than anticipated development activity
levels. As a result, a decrease of $250,000
(50%) in the Connection Fee revenue
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estimate is recommended as part of this Mid-
Year Budget Review. A corresponding
decrease of $250,000 in the Edenvale Sanitary
Sewer Supplement, Phases VA and VB project
is also recommended to offset the decline in
revenue. Interest income totaled $178,000, or
25.6% of the budgeted amount ($695,000).
Interest Income is expected to end the year
below budget. Sufficient ending fund balance is
available to offset any shortfall in interest
income.

With the exception of the Edenvale Sanitary
Sewer Supplement, Phases VA and VB project,
described below, expenditures in most projects
are occurring as anticipated and any remaining
savings at year-end are expected to be
rebudgeted to complete remaining projects.

Due to development activity not occurring in the
Coyote Valley, construction of the Edenvale
Sanitary Sewer Supplement, Phases VA and VB
has been put on hold. A reallocation of funding
($3.9 million) from the Edenvale project to a
number of projects, described below, is
recommended as part of this document. In
order to accelerate urgent improvements and
repairs identified by the Department of
Transportation (DOT), this report includes
recommendations to reallocate $1.0 million of
the savings to Miscellaneous Rehabilitation
Projects and $2.2 million to Miscellaneous
Projects. Projects funded by these
appropriations are Chant Court and Kollmar
Drive Sanitary Sewer Rehabilitation, Balsa-
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Husted Avenue Sanitary Sewer Rehabilitation,
Dorel Drive Sanitary Sewer Rehabilitation,
Westgate Avenue Sanitary Sewer
Rehabilitation, Hillcrest and Cahalan Dr.
Sanitary Sewer Improvements, East San José
Miscellaneous DOT Rehabilitation, Palmia
Sanitary Sewer Repair, and Gold Street Sanitary
Sewer Extension. Funds reallocated to these
appropriations will also be used to reimburse
developers  that performed repairs or
improvements on the Newhall, Baypointe, Story
Road, and River Oaks Sanitary Sewers. It is
also recommended that $650,000 of savings
from the Edenvale Sanitary Sewer Supplement,
Phases VA and VB project be reallocated to the
Program Management appropriation for pre-
engineering and scope refinement of the Jacob
Avenue, Campbell Avenue, Parkmoor-
Meridian, Husted Avenue, and Emory Street
Sanitary Sewer Improvements,” as well as for
conceptual sewer configurations and other
preliminary analyses for the North San José and
Midtown areas.

SERVICE YARDS

Financial Status

The Service Yards Capital Program funds the
construction and capital improvements for City
Service Yards, which house all the support
shops that maintain City vehicles, buildings,
sanitary sewers, storm drains, streets, and
related facilities. The Service Yards Capital
Program is supported by Construction and
Conveyance (C&C) Taxes.
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As discussed in detail in the Parks and
Community Facilities Development Capital
Program section of this document, C&C Tax
revenues are stabilizing and may not decline
further.  The 2009-2010 Adopted Capital
Budget estimate for C&C taxes is $20.0 million,
of which 8.78% is allocated to the Service
Yards Capital Program. The adopted C&C
estimate allowed for a 2.3% drop from the
2008-2009 collection level. Through the first
five months of the fiscal year, collections had
experienced sharper declines then originally
anticipated. However, collections in December
and January may indicate this revenue stream
has stabilized. = Therefore, it is currently
anticipated the year-end Construction and
Conveyance Tax estimate of $20.0 million will
be achieved. However, due to the volatile
nature of this tax revenue, staff will continue to
monitor receipts closely and may make further
recommendations at a later date.

Several augmentations are recommended in this
document. An increase to the estimate for
Earned Revenue is recommended to recognize
project savings ($872,000) for the old Main
Yard in Japantown. Funds were originally
transferred from the Service Yards C&C Tax
Fund to the San Jose Redevelopment Agency
for environmental clearances, demolition and
archeological study of the old Main Yard and
funding is no longer needed for this project and
will be returned to the Service Yards C&C Tax
Fund. These revenues will partially fund tenant
improvements ($179,000) at the Central Service
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Yard to allow for General Services to be located
on the 1* floor and Fire Administration to be
located on the 3™ floor. These improvements
are necessary in order to vacate the old Dr.
Martin Luther King Jr. Library and move
employees into City Hall and the Central
Service Yard. Ongoing General Fund savings in
maintenance and operating costs (utilities,
custodial, and facility contractual services)
could be realized annually in the amount of
$517,000 upon completion of this relocation.
This move is also a necessary step in preparing
the site for the potential Convention Center
expansion project. In addition, funding is
required for roof repairs at the Central Service
Yard ($572,000) to repair the roof prior to
installation of solar panels later this fiscal year.
Finally, a reduction to the Debt Service
Payments on Phase II Bonds ($461,000)
appropriation is recommended to reflect the
latest projection of this payment. A
corresponding increase ($582,000) to Ending
Fund Balance will result from these actions.

Expenditures in this fund are tracking as
expected and should end the year within
budgeted levels.

STORM SEWER

Financial Status

The purpose of the Storm Sewer System is to
collect storm water separate from the Sanitary
Sewer System, assure the quality of the runoff
through best practices, and convey it to nearby
creeks and rivers. The Storm Sewer Capital
Program is primarily funded by Storm Drainage
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Fees, transfers from the Storm Sewer Operating
Fund, and interest earnings.

Storm Sewer Capital Fund

In the Storm Sewer Capital Fund, transfers from
the Storm Sewer Operating Fund through
December have totaled $1.9 million, or 33.3%
of the budgeted amount ($5.8 million). The full
amount is expected to be transferred by year-
end. Through December, interest earnings are
tracking at 19.1% of the budgeted amount
($120,000). If the interest revenue collected
does fall below the budgeted estimate by year-
end, there is sufficient ending fund balance to
cover the shortfall in this fund.

Expenditures in the Storm Sewer Capital Fund
are tracking slightly below expectations and are

expected to end the year at or below budget.

Storm Drainage Fee Fund

In the Storm Drainage Fee Fund, Storm
Drainage Fees generate the majority of
revenues. Through December, these collections
totaled $53,000, which is 42.4% of the budgeted
estimate ($125,000). Because developer
activity continues to be slow, this Mid-Year
Budget Review includes a recommendation to
decrease the estimate for Storm Drainage Fees
by $50,000 (to $75,000), to reflect revised
projections. To partially offset these lower
revenue projections, this document also contains
a recommendation to decrease the Storm
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Drainage Improvements — Special Corridors
appropriation by $25,000. It has been
determined that there is currently not enough
revenue in this fund to construct a project of an
efficient scope in the Special Corridors this
year.  Sufficient ending fund balance is
available to offset the remainder ($25,000) of
this shortfall in revenues. Interest revenue
through December totals $8,000 (or 37.9% of
budget).

Expenditures in the Storm Drainage Fee Fund
are tracking slightly below anticipated levels
and are expected to end the year at or below
budget.

TRAFFIC

Financial Status

The Traffic Capital Program’s mission is to
implement a safe, efficient, and environmentally
sensitive surface transportation system. The
Traffic Capital Program is funded primarily by
Building and Structure Construction Taxes and
Construction Excise Taxes. Revenues in both
categories are tracking significantly below
estimated levels and recommendations to reduce
the revenue estimates and rebalance these funds,
primarily through expenditure reductions, are
included in this report.

Building and Structure Construction Tax Fund

Building and Structure Construction Tax
receipts through December totaled $2.5 million
(31.3% of the current 2009-2010 estimate of
$8.0 million). This represents a decrease
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(51.4%) from last year’s year-to-date receipts of

$5.2 million. Current projections indicate that
revenues will drastically miss the budgeted
estimate by year-end; therefore, a 50% decrease
to the Building and Structure Construction Tax,
bringing the revenue estimate to $4.0 million is
recommended in this report. This revised
revenue estimate compares to revenue
collections of $9.6 million just two years ago,
despite valuation table increases in 2009-2010
on which this tax is based.

Revenue from grants and reimbursements are
tracking below estimated levels primarily due to
delays in federal and State grant
reimbursements. Postponements in Intelligent
Transportation Systems (ITS) projects are the
primary contributing factor to the anticipated
delays in federal reimbursements. Since these
projects are funded on a reimbursement basis,
this delayed collection in revenues is coupled by
lower expenditures. It is anticipated that the
revenue estimates and appropriations will be
rebudgeted into the next fiscal year as part of
the 2011-2015 Proposed Capital Improvement
Program (CIP) Budget. A grant reimbursement
from the State for the Traffic Signal
Communications and Synchronization ($9.1
million) project was temporarily placed on hold
pending resolution to the State’s cash flow
issue. The Department recently received notice
in January 2010 from the State to proceed with
the project and to submit all applicable
reimbursements. As a result of the delay in the
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project, revenue collections will be lower than
the budgeted estimate by year-end. In
anticipation of this delay, staff will include
rebudgeted revenue estimates and
appropriations in the 2011-2015 Proposed CIP.

Recommendations to recognize additional
funding received ($23,000) and to increase the
Miscellaneous Street Improvements project are
included in this report. Funding was received
from Westrust Company for repairs to a
damaged conduit located at the intersection of
Monterey Highway and Tully Road.

In order to rebalance this fund, as a result of the
recommended downward revenue revision,
there are a number of expenditure adjustments
recommended, as detailed in Section III of this
report. A decrease of $3.0 million to the
Reserve — Route 101/Tully Interchange Upgrade
project is recommended as a result of deferring
a payment to the Santa Clara Valley
Transportation Authority (VTA). The project is
managed by the VTA and this funding
represents the City’s contribution to the project
which will be deferred to 2011-2012. A
decrease of $500,000 to the Airport Parkway
Gateway Improvements project is also
recommended which will defer the project until
2014-2015. A decrease of $66,000 to the ITS:
Operations and Management project is
recommended as a result of vacancy savings and
the realignment of expenditures between
projects with no service impacts expected.

An increase of $225,000 to the Traffic Safety
Improvements project is recommended as a
result of shifting the funding source for this
project from the Construction Excise Tax Fund
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to the Building and Structure Construction Tax
Fund. The project implements traffic safety
measures at high accident locations, including
guardrail installation, median island safety
modifications, sidewalk improvements, roadway
and shoulder widening, safety fencing, barricade
installation, and safety signage.

There is an additional small increase of $8,000
to the Riparian Mitigation Project
Bailey/Route 101 project that is recommended
to provide funding for the replacement of a
water meter in the project area. The water
supply improvements will irrigate the vegetation
required as mitigation to the completed
construction of the Bailey Avenue/Route 101
Interchange. To offset all the adjustments to the
Building and Structure Construction Tax Fund
recommended in this report, a decrease of
$667,000 to Ending Fund Balance is
recommended. Furthermore, a reprioritization
or deferral of projects in the CIP will result due
to the severe revenue decline.
Recommendations will be brought forward for
City Council consideration as part of the
upcoming budget process.

Construction Excise Tax Fund

Tax receipts through December for the
Construction ‘Excise Tax Fund totaled $3.1
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million, which represents a 48.0% decrease over
last year’s $5.9 million received over the same
period. Collections for the first six months of
the year total 38.5% of the 2009-2010 estimate
of $8.0 million. The budgeted estimate for this
category allows for a 1.5% drop in 2009-2010
compared to actual 2008-2009 performance.
Current projections, as a result of decreased
development activity, indicate that revenues will
severely miss the budgeted estimate by year-
end; therefore, a 31% decrease to the
Construction Excise Tax, bringing the revenue
estimate to $5.5 million, is recommended in this
report. This revised revenue estimate compares
to revenue collections of $13.6 million just two
years ago, despite valuation table increases in
2009-2010 on which this tax is based.

There are a number of actions recommended in
this report to decrease expenditures in order to
rebalance the budget as a result of the proposed
revenue reduction in the Construction Excise
Tax Fund, as detailed in Section III of this
report. Decreases to the following projects are
recommended as a result of vacancy savings and
the realignment of expenditures between
projects with no service impacts expected:
Bike/Pedestrian Project Development
($100,000), CIP Delivery Management
(8100,000), Local Transportation Policy and
Planning ($100,000), Regional Policy and
Legislation ($100,000), Grant Management
(890,000, BART Project Management
($50,000), Budget Administration ($50,000),
and Airport People Mover ($30,000).
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Also, decreases to the following projects are
recommended as a result of a reduction in the
scope of work: Traffic Congestion Data

Management project ($100,000) results in

decreasing and delaying the amount of traffic
studies completed; High Speed Rail project
($70,000) results in a reduction of consultant
expenditures; and Traffic Safety Data Collection
project ($70,000) results in the discontinuation
of hiring engineering interns that assisted in the
collection of traffic data.

Decreases to the following projects are a result
of shifting funding sources for these projects
from the Construction Excise Tax Fund to other
funding sources: Traffic Safety Improvements —
transfers project funding to the Building and
Structure Construction Tax Fund ($225,000)
and General Plan Update — transfers project
funding to an allocation currently budgeted in
the Planning, Building and Code Enforcement
Department ($100,000). Also included in this
report are decreases to the Maintenance Backlog
— Traffic Infrastructure project ($329,000) and

the = Maintenance =~ Assessment  District
Development project ($100,000). The
recommended adjustments will defer the

projects to 2010-2011 and will be included in
the 2011-2015 Proposed CIP.

In addition, decreases to the following projects
are necessary to rebalance the fund: Reserve —
Regional System Expansion ($750,000) which
will eliminate the reserve, Reserve — Seven
Trees Bouleyard Sidewalk Project ($126,000) to
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capture project savings as a result of receiving
lower than anticipated construction bids for the
project; and Traffic Safety Education project
(835,000) as a result of expenditure savings due
to the shift of school safety educational program
expenditures to an alternative appropriation in
the fund. To offset all the adjustments to the
Construction Excise Tax Fund recommended in
this report, a net increase of $25,000 to Ending
Fund Balance is recommended.

There are two upward revenue adjustments
being recommended in this report. An increase
of $700,000 is recommended to increase the
Fiber Optics Engineering project. The
additional revenue is comprised of additional
permit fees collected from fiber cable
companies. The funding will provide for the
installation of conduits, vaults, and cables in the
public right-of-way. Also, an increase of
$195,000 is recommended to establish the
Reserve — Route 101/Oakland/Mabury Traffic
Impact Fees. This funding reflects the
collection of traffic impact fees assessed to a
developer and are restricted to provide traffic

improvements within the Route
101/Oakland/Mabury Area.
Other Funds

The Traffic Capital Program is also supported in
small part by the Major Collectors and Arterials
Fund and the North San José Traffic Impact Fee
Fund. The Major Collectors and Arterials Fund
allocates developer contributions for specific
purposes related to major collectors and
arterials, including signal retiming necessitated
by increased congestion caused by development.
Revenues received through December totaled
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$26,000 or 20.8% of the 2009-2010 budgeted
estimate of $125,000. Current projections, as a
result of decreased development activity,
indicate that revenues will not meet the
budgeted estimate by year-end; therefore, a
recommendation to adjust the revenue estimate
by $75,000 bringing the revenue estimate to
$50,000 is included in this report. A decrease to
the Miscellaneous Street Improvements project
(875,000) is recommended to offset the
downward revenue adjustment. This project
provides funding for the construction of minor
transportation infrastructure improvements,
including  sidewalk  improvements, in
conjunction with other City or other agency
projects.

The North San José Traffic Impact Fee Fund
allocates developer contributions for traffic
impacts from the new industrial and residential
development within the North San José¢ (NSJ)
area. As expected, through December, no
revenues have been received. A decrease to the
North San José Developer Reimbursement
appropriation ($1.0 million) is recommended as
a result of a reimbursement to a developer.
BEA Systems (developer) had plans to develop
in the NSJ area, but because the developer had
planned developments prior to the establishment
of the NSJ Traffic Impact Fee Policy, they were
not subject to and assessed the impact fees.
However, the developer had plans for
improvements to a building adjacent to their
development which were subject to the impact
fees. As an’ agreement between the developer
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and the City, the developer would pay for the
traffic mitigation and in turn, they would not be
assessed the impact fees. Because the costs of
the mitigation were higher than the impact fees,
the City agreed to reimburse the developer the
difference. In anticipation of this
reimbursement, this funding was established.
As a result of the economic downturn, the
developer had rescinded its plans to develop in
NSJ which resulted in this funding no longer
being necessary. To offset this adjustment, an
increase to the Ending Fund Balance ($1.0
million) is also recommended.

Overall, expenditures in all four funds included
in the Traffic Capital Program are tracking
within expected levels. However, the
expenditures in these funds are recommended
for adjustment due to the actual and revised
revenue collection levels.

WATER POLLUTION CONTROL

Financial Status

The San José/Santa Clara Water Pollution
Control Plant is a regional wastewater treatment
facility serving eight tributary sewage collection
agencies, including municipalities and sanitary
sewer districts. The Water Pollution Control
Capital Program is funded primarily through
contributions from Tributary Agencies, interest,
transfers from Sewer Service and Use Charge
Fund and Sewage Treatment Plant Connection
Fee Fund, Silver Creek pipeline contributions
from the Santa Clara Valley Water District,
grant revenues from the United States Bureau of
Reclamation (USBR), and Proposition 13
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funding from the State Water Resources Control
Board.

Revenues from Tributary Agencies are tracking
within estimated levels. Collections through the
first six months of the year totaled $8.3 million,
or 54.4% of the budgeted amount ($15.2
million). It is expected that year-end collections
will meet or exceed the budgeted revenue
estimate. A total of $233,000, or 60%, of the
budgeted  ($389,000) Calpine  Metcalf
Repayment has been collected through
December. It is expected that the remainder of
the repayment will be collected by the end of
the year. Due to the timing of federal
disbursements, revenue from the United States
Department of Interior Bureau of Reclamation
grant has not been collected yet, however it is
expected that this grant revenue will be received
by the end of the year.

Through December, interest revenues totaled
$832,000, or 63.5% of the estimate, and are
anticipated to end the year above the budgeted
estimate ($1.3 million). Transfers from the
Sewer Service and Use Charge Fund and the
Sewage Treatment Plant Connection Fee Fund
are expected to reach the budgeted amount for
2009-2010 ($31.8 million). Lastly, $4.2 million
is budgeted to be returned to this fund from the
Sewer Revenue Bond Payment Fund. This
funding has not been received yet, but is
expected to be transferred this year, as planned.
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Expenditures in this program are tracking as
estimated and are expected to end the year
within the budgeted allocations with the
exception of two projects as described below.
This Mid-Year Budget Review recommends an
augmentation of $145,000 to the M5, Ringbuss,
and Cable Replacement project and an
augmentation of $50,000 to the Dissolved Air
Flotation Pressure Retention Tank and Valves
project. Both of these augmentations are needed
for staff to complete the projects. Initially, these
staff were expected to work on operating and
maintenance projects and their time was
budgeted in the San José/Santa Clara Treatment
Plant Operating Fund. Ultimately, however, the
two capital projects required additional staff
support. A corresponding action is
recommended in this document to decrease the
Environmental Services Personal Services
appropriation in the San José/Santa Clara
Treatment Plant Operating Fund by $195,000.
Sufficient fund balance is available in the San
José/Santa Clara Treatment Plant Capital Fund
to offset the augmentations.

WATER UTILITY SYSTEM

Financial Status

The San José Municipal Water System provides
water utility service, in accordance with State of
California Department of Health Services
requirements, to areas approved for
development by the City Council and within the
City’s water service area. The Water Utility
System Capital Program is funded primarily
through fees paid by developers for direct
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services, interest, and transfers from the Water
Utility Fund.

Through December, fee collections in the Water
Utility System Capital Fund totaled only
$62,000, or 7.4% of the budgeted amount for
2009-2010 ($800,000). This fee revenue is
tracking far below expected levels due to
significantly lower than anticipated
development-related activity. This Mid-Year
Budget Review includes a recommendation to
decrease the revenue estimate for Advance
System Design Fees by $220,000, the revenue
estimate for Meter Installation Fees by
$170,000, and the revenue estimate for Service
Connection Fees by $230,000. To partially
offset these revenue decreases, this document
also includes recommendations to decrease the
Advance System Design project by $140,000,
the Meter Installations project by $70,000, the
Service Installations project by $100,000, and
the North First Street Parallel Main project by
$90,000. In addition to this, $140,000 of
savings will be realized in the Meter
Installations appropriation once a scheduled
encumbrance  liquidation is  processed.
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Sufficient ending fund balance is available to
offset the remainder of the revenue shortfall
($80,000).

Through December, interest earnings in the
Water Utility Capital Fund totaled $46,000, or
74.3% of the budget estimate of $62,000.
Interest earnings are expected to meet or exceed
the budgeted amount due to higher than
anticipated cash levels. Transfers from the
Water Utility Fund are occurring as scheduled.

The Major Facilities Fee Fund receives revenue
from a connection fee charged to developers.
Fee collections totaled $38,000, or 38.1% of the
budgeted amount for 2009-2010 ($100,000).
This document recommends decreasing the
revenue estimate for Major Facilities Fees to
$38,000 due to declining development activity
and the unpredictability of this revenue stream.
Sufficient ending fund balance is available to
offset this action. Interest earnings in the Major
Facilities Fund totaled $27,000 or 87.2% of the
budgeted amount ($31,000). Interest earnings
are expected to exceed the budgeted amount due
to higher than anticipated cash levels.

Expenditures in this program are tracking as
estimated and are expected to end the year
within budgeted allocations.





