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RECOMMENDATION 

It is recommended that the City Council review and accept the Parks, Recreation and 
Neighborhood Services Department's (PRNS) response to the 2006-2007 Santa Clara County 
Civil Grand Jury's report entitled "Flawed RFP Process Holds Up Selection of Northside 
Community Center Operator." 

OUTCOME 

Approval of this report satisfies the requirements of Penal Code Section 933.05(f), which 
requires the City Council to respond to the Civil Grand Jury report no later than 90 days after the 
Grand Jury submits its final report to the presiding judge of the Superior Court. 

EXECUTIVE SUMMARY 

The Santa Clara County Civil Grand Jury investigated the operation and fiscal management of 
the Jacinto "Tony" Siquig (JTS) Northside Community Center which was operated by the 
Filipino American Senior Opportunities Development Council, Inc. (Fil-Am SODC). The Grand 
Jury investigation was launched after the City Auditor released a report in June 2005 on the Fil- 
Am SODC audit. The City Auditor's discovered that Fil-Am SODC misused $219,414 in City 
grant funds and that the City's oversight of the Fil-Am SODC agreement was inadequate. The 
2006-2007 Santa Clara County Civil Grand Jury conducted an investigation and released a report 
entitled "Flawed RFP Process Holds Up Selection of Northside Community Center Operator." 
The Grand Jury's report made three findings and recommendations, based on their inquiry. The 
Department is required by law to respond to each recommendation and finding by April 22, 
2007. The following is the City's response to the Grand Jury's findings and recommendations 
for Council approval. 
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BACKGROUND 

PRNS received complaints in December 2003 against Fil-Am SODC regarding its operation and 
use of City funds. PRNS conducted an internal review and found no evidence of any misuse of 
City funds, but cited that the Board of Directors oversight of the organization needs to be 
improved and strengthened. Following the PRNS review, the City Manager's Office requested 
that the City Auditor conduct a more detailed and in-depth audit of Fil-Am SODC. 

The San Jose City Auditor's Office conducted an audit of the City's JTS Northside Community 
Center, located at 488 North 6'" Street, operated by a non-profit organization, Fil-Am SODC in 
June 2005. The City Auditor's report confirmed that $219,414 of City issued grant money was 
misused by Fil-Am SODC and the center and program operations were inadequate. In December 
2005, the City Council recommended eight recommendations to address the operational and 
programming aspects at Northside Community Center. 

The Grand Jury opened its own investigation as a result of the City Auditor's report to 
investigate a number of complaints against the Filipino American Senior Opportunities 
Development Council, Inc. (Fil-Am SODC) and its operation of Northside and possible misuse 
of City funds. 

On January 16,2007 the Santa Clara County Civil Grand Jury provided the Department with its 
final report of findings and recommendations entitled "Flawed RFP Process Holds Up Selection 
of Northside Community Center Operator" and released the final report to the public on January 
22,2007. 

The purpose of this memorandum is to provide the Mayor and Council with the PRNS 
Department's formal response for approval, as well as to comply with Penal Code Section 
933.05(f), which requires the City Council to respond to the Grand Jury report no later than 90 
days after the Grand Jury submits its final report to the presiding judge of the Superior Court. 

ANALYSIS 

The Department has provided its responses to the three Findings and Recommendations listed in 
the 2006-2007 Santa Clara Council Civil Grand Jury's Final Report for Council review and 
approval. 

Civil Grand Jury Finding #1 
PRNS oversight of the JTS Northside CC and Fil-Am SODC agreements was inadequate, 
resulting in the loss of $219,414 in taxpayer money and in the involvement of San Jose City 
Council to try to correct the problem. 

I 
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Civil Grand Jury Recommendation #1 
PRNS should work with the City Auditor on future RFPs to ensurc that adequate financial 
and management oversight measures are specified in the contract. After a contract has been 
awarded, PRNS should assign qualified and sufficient staff to ensure that these safeguards 
are in fact being enforced. 

PRNS RESPONSES: 

PRNS Response to Civil Grand Jury Finding #1 
PRNS agrees with the finding. PRNS had established grant regulations and monitoring 
processes in effect during that time period. According to the Auditor's report, PRNS did 
adhere to many of the monitoring procedures however PRNS did not compare the different 
sources of funding for Fil-Am SODC to identify duplication or overlaps of funding sources; 
did not adequately review reported performance measures; did not ensure that Fil-Am 
complied with grant agreement and implement appropriate controls for the use and financial 
support of the Northside Center. During regular monitoring, Fil-Am SODC provided 
reports and financial documentation to PRNS, which was later discovered by the City 
Auditor to be inaccurate. City Auditor's investigation collected and reviewed detailed 
documentation that was not a requirement of the grant monitoring nor the grant evaluation 
processes then in place. As a result of the City Auditor's audit, PRNS has revised the (1) 
grant monitoring process, (2) documentation required from grant applicants and grantees to 
include more financial information to identify unauthorized expenses and (3) instituted staff 
trainings conducted by the City Auditor's office and a professional financial auditing firm. 
The City Attorney's office has initiated the process in seeking recovery of the $219,414 
from Fil-Am SODC. 

PRNS Response to Civil Grand Jury Recommendation #1 
PRNS has implemented the recommendation to work with the City Auditor on RFP 
development for RFPs seeking proposals for similar services. The City Auditor's Office 
provided suggestions to be incorporated into the current RFP. The City's Finance 
Department will also provide a fiscal review to determine if there is adequate financial 
capacity from agencies submitting proposals. The City Auditor's Office also reviewed and 
found no concerns regarding the Selection Committee Process and recommendations for the 
RFP. The form agreement attached to the RFP included more stringent financial reporting 
requirements, that were prepared with the assistance of the City Auditor's office and the 
City Attorney's Office. An operator has not been selected; therefore a contract has not been 
executed. PRNS will assign qualified and sufficient staff to oversee the contract if an award 
occurs. 
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Civil Grand Jury Finding #2 
The three RFPs published by PRNS in March, August, and October 2006 for JTS Northside 
CC operation attracted only one bid for the contract. The lack of bidders for the contract 
validates the Grand Jury's concerns that the RFP process is flawed. This is viewed as a 
severe warning sign of potential failure of the Center's operation. Specific financial and 
community deficiencies in the Community Center Reuse RFP process have been identified 
to the Mayor and San Jose City Council. 

Civil Grand Jury Recommendation #2 
PRNS should reevaluate its Community Center Facility Reuse RFP process, improve the 
economic attractiveness of the RFP, and then rebid the RFP for JTS Northside CC. PRNS 
should accept the offer to work with Silicon Valley Council of Non-Profits (SVCN) and 
Community Foundation of Silicon Valley (CFSV) to address the perceived deficiencies the 
two organizations have identified in the Community Center Facility Reuse RFP process, and 
should communicate more openly with them, since they are representative of the agencies 
that are potential PRNS bidders. 

PRNS RESPONSES: 

PRNS Response to Civil Grand Jury Finding #2 
PRNS partially disagrees with the finding. The reason for lack of bidders on the initial RFP 
was based on the fact that the City did not include any one-time costs to the operation that 
was remedied when the RFP was re-released. PRNS revised and released the original RFP 
in October 2006 based on input received from non-profit organizations, primarily the 
SVCN. This re-release addressed concerns regarding initial operating and maintenance 
costs and the City Council provided one time funding of $142,000 for the first year of 
operations. The non-profit sector has clearly outlined in a letter dated October 16,2006 that 
non-profit organizations did not respond to the RFP because they do not have the financial 
capacity to be successful in this endeavor. The PRNS staff overseeing the Community 
Center Facility Reuse team, which is a separate project from the Northside Community 
Center RFP process, has been working with SVCN and CFSV in addressing concerns 
related to the Reuse process which will be presented to City Council in April. 

PRNS Response to Civil Grand Jury Recommendation #2 
PRNS has already implemented the Civil Grand Jury's Recommendation #2. Staff re- 
evaluated its Northside Community Center facility Reuse RFP process, improved the 
economic attractiveness of the RFP, and subsequently re-bid the RFP in October 2006. 
Significant changes made to the RFP resulted from direct feedback from the SVCN and the 
CFSV. The JTS Northside Community Center RFP process is currently underway in 
accordance with the City's procurement procedures and the recommendation of an operator 
will be presented to the City Council on March 13,2007. 
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Civil Grand Jury Finding #3 
PRNS has implemented five of the eight recommendations of the San Jose City Council's 
December 13,2005 Memorandum. Two recommendations that concerned working with 
AACI for interim operation became moot when PRNS assumed control of the Center. The 
remaining recommendation to select a new operator through a competitive RFP process has 
not yet been implemented. 

Civil Grand Jury Recommendation #3 
PRNS should delay recommending a new operator to the City Council for JTS Northside 
CC until additional bidders have been found through a new RFP. 

PRNS RESPONSES: 

PRNS Response to Civil Grand Jury Finding #3 
PRNS agrees with the finding. PRNS has implemented five of the eight Council 
recommendations. These recommendations included: 
1. Allowing the existing agreement with Fil-Am SODC to expire on December 3 1,2005 
m: PRNS allowed agreement to expire. There is no longer an agreement for Fil-Am 
to operate and occupy the building. 

2. Request that Asian Americans for Community Involvement (AACI) assume operational 
responsibility for JTS Northside Community Center effective January 1,2006 
m: AACI declined to assume operational responsibility for the center and did not 
submit a proposal in response to the RFP. PRNS assumed operation of JTS Northside 
Community Center on January 3,2006. 

3. Make JTS Northside CC available to culturally sensitive organizations. 
Action: PRNS staff made a concerted effort to outreach to the surrounding communities 
as well as the new housing complexes to provide information about the center and 
encourage use of the facility. Staff is also working with existing veteran and senior users 
to insure continuous programming. The nutrition program has approximately 240 people 
participating and is serving 38% over the County's budgeted meals of 165. The Veterans 
Post 858 and 714, which has 50+ members each, continue to hold their monthly meetings 
at the center. Case management programs continue to include Social Security filing and 
Medicare assistance. 

4. Make JTS Northside CC available for additional community uses, preserving the priority 
needs of the Northside community 
&: PRNS staff has offered several new activities and programs that target all age 
groups such as new classes, free of charge for seniors; elementary-aged drop-in summer 
and winter programs; and fee classes for adults and youth. 

5. Reallocate $58,354 of General Fund money to PRNS to pay for ongoing expenses 
associated with the operation of JTS Northside CC. 
m: Staff reallocated the $58,354 of General Fund money. 
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Two of the eight were deemed irrelevant since PRNS took over operation of the center. 

6. Direct PRNS to assign senior staff to attend regular AACI board meetings and to ensure 
that the organization is in compliance with all city policies and procedures. 

7. Direct PRNS staff to work with AACI in the formation of a Program Advisory 
Committee. Committee membership would include diverse community representation 
with an emphasis on Filipino-American community service. 

PRNS has implemented the last recommendation with an RFP process: 

8. Direct PRNS to assign senior staff to complete an expedited process to identify an 
alternative operator for the JTS Northside CC by June 30,2006. The process should 
include a comprehensive needs assessment and competitive RFP to identify the most 
qualified provider that can meet the service demands identified through the community 
process. 
&: PRNS staff released the JTS Northside Community Center RFP in March 2006. 
The RFP was amended to include a one-time budget allocation of $142,000 to address the 
utilities and maintenance costs as a response from the non-profit sector and re-released in 
August 2006. One agency submitted a proposal, but did not meet the RFP's minimum 
qualifications. With no qualified applicants, this completed the RFP process. The RFP's 
minimum qualifications were modified and re-released in October 2006. One proposal 
was received. The only proposal met the minimum qualifications which allowed the 
applicant to proceed to the evaluation process. The recommendation of the RFP process 
will be presented at the March 13,2007 Council meeting. 

PRNS Response to Civil Grand Jury Recommendation #3 
The recommendation has not yet been implemented. A current Request for Proposal 
process is underway. The current RFP was issued on October 23,2006 and responses were 
due on November 20,2006. The Northside RFP Selection Committee has completed its 
review of the proposal. The RFP is on track with its timelines. PRNS will present its 
recommendation on the operation of the center to the City Council on March 13,2007. 

POLICY ALTERNATIVES 

The Department is required to respond to the Civil Grand Jury, therefore there are no policy 
alternatives. 

PUBLIC OUTREACWINTEREST 

Criteria 1: Requires Council action on the use of public funds equal to $1 million or 
greater; (Required: Website Posting ) 
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u Criteria 2: Adoption of a new or revised policy that may have implications for public 
health, safety, quality of life, or financial/economic vitality of the City. (Required: E- 
mail and Website Posting) 

Criteria 3: Consideration of proposed changes to service delivery, programs, staffing that 
may have impacts to community services and have been identified by staff, Council or a 
Community group that requires special outreach. (Required: E-mail, Website Posting, 
Community Meetings, Notice in appropriate newspapers) 

This item does meet any of the Criteria. This memorandum will be on the City's website for the 
March 6,2007 Council agenda. 

The Grand Jury conducted interviews with PRNS management on September 1,2006. The 
PRNS Director was also interviewed onNovember 22,2006. The Grand Jury report was 
released to the public on January 22,2007. 

COORDINATION 

Preparation of this memorandum has been coordinated with the Offices of the City Attorney, 
City Manager and City Auditor. 

Not a project 

ALBERT BALAGS 
Director of Parks, R 
Neighborhood services 

For questions, please contact Julie Mark, Acting Assistant Director, at 408-535-3582. 

Attachment 
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January 16,2007 

Les White 
Interim City Manager 
City of San Jose 
200 East Santa Clara Street 
San Jose, CA 951 13 

Dear Mr. White: 

Pursuant to Penal Code 5 933.05(f), the 2006-2007 Santa Clara County Civil 
Grand Jury is transmitting to you its Final Report, Flawed RFP Process Holds Up 
Selection of Northside Community Center Operator. 

Penal Code 8 933.050 
A grand jury shall provide to the affected agency a copy of the portion of the grand jury 
report relating to that person or entity two workina davs prior to its public release and 
after the approval of the presiding judge. No officer, agency, department or governing 
body of a public agency shall disclose any contents of the report prior to the public 
release of the final report. Leg. H. 1996 ch. 1170, 1997 ch. 443. 

This report will be made public and released to the media on Monday, 
January 22, 2007, in the P.M. If you have any questions please contad Gloria Alicia 
Chacdn, Executive Assistant, at 408-882-2721. 

Foreperson Y 
2006-2007 Civil Grand Jury 

RRL:dsa 
Enclosure 
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January 16,2007 

Honorable Chuck Reed 
Mayor 
City of San Jose 
200 East Santa Clara Street 
San Jose, CA 951 13 

Dear Mayor Reed and Members of the City Council: 

Pursuant to Penal Code 5 933.050, the 2006-2007 Santa Clara County Civil 
Grand Jury is transmitting to you its Final Report, Flawed RFP Process Holds Up 
Selection of Northside Community Center Operator. 

Penal Code 5 933.05(f) 
A grand jury shall provide to the affected agency a copy of the portion of the'grand jury 
report relating to that person or entity two workinq days prior to its public release and 
after the approval of the presiding judge. No officer, agency, department or governing 
body of a public agency shall disclose any contents of the report prior to the public 
release of the final report. Leg. H. 1996 ch. 11 70, 1997 ch. 443. 

This report will be made public and released to the media on Monday, 
January 22, 2007, in the P.M. If you have any questions please contact Gloria Alicia 
Chacdn, Executive Assistant. at 408-882-2721. 

2006-2007 Civil Grand Jury 

RRL:dsa 
Enclosure 

SUIER~OR CDURT BUII.DLNC . I91 NORTH FIRST STLLLT, S A ~ (  10.55 CALIFORNIA 95113 . (408) 882-2721 . FAX 882-2795 @ 
cm. 



Albert Balagso. Director 
Department of Parks, Recreation & 
Neighborhood Sewices 
City of San Jose 
200 East Santa Clara Street 
San Jose, CA 951 13 

January 16,2007 

Dear Mr. Balagso: 

Pursuant to Penal Code $ 933.05(9, the 2006-2007 Santa Clara County Civil 
Grand Jury is transmitting to you its Final Report, Flawed RFP Process Holds Up 
Selection of Northside Community Center Operator. 

Penal Code 5 933.050 
A grand jury shall provide to the affected agency a copy of the portion of the grand jury 
report relating to that person or entity two workina davs prior to its public release and 
after the approval of the presiding judge. No officer, agency, department or governing 
body of a public agency shall disclose any contents of the report prior to the public 
release of the final report. Leg. H. 1996 ch. 1170,1997 ch. 443. 

This report will be made public and released to the media on Monday, 
January 22,2007, in the P.M. If you have any questions please contact Gloria Alicia 
Chacdn, Executive Assistant, at 408-882-2721. 

Sincerely, f l  

Foreperson 
2006-2007 Civil Grand Jury 

RRLdsa 
Enclosure 

SUPER~OR COURT BUlLDtNC 191 NOZTH F!RST STREET. S&N 10;;. CILLIOXNIA 95113 . 1408) 882-2721 . FAX 882-2795 @ 
a, 



2006-2007 SANTA CLARA COUNTY 
CIVIL GRAND JURY REPORT 

FLAWED RFP PROCESS HOLDS UP SELECTION OF 
NORTHSIDE COMMUNITY CENTER OPERATOR 

Summary 

The San Jose City Auditor's (City Auditor) report of June 16, 2005, described 
management, financial, and operational problems at the Jacinto 'Tony" Siquig Northside 
Community Center (JTS Northside CC).' In response to this report, the San Jose City 
Council issued a memorandum dated December 13, 2005, with eight 
 recommendation^.^ 

The 2006-07 Santa Clara County Civil Grand Jury (Grand Jury) investigated whether 
the San Jose City Council's recommendations for continued operation of the JTS 
Northside CC had been implemented by the City's Parks, Recreation, and 
Neighborhood Services Department (PRNS). Two recommendations of the City Council 
became irrelevant, and of the remaining six, PRNS has implemented five. PRNS has 
assumed responsibility for the management and oversight of the Center. 

The Grand Jury has recommended that: 

. PRNS should work with the City Auditor on future Requests for Proposal' (RFP) to 
ensure that adequate financial and management oversight measures are specified in 
the contracts. After a contract has been awarded, PRNS should assign qualified 
and sufficient staff to ensure that these safeguards are, in fact, being enforced. 

. PRNS should revise and rebid the RFP for JTS Northside CC. PRNS should also 
accept the offer to work with local agencies to address the perceived deficiencies in 
the Community Center Facility Reuse RFP process and to communicate more 
openly with them. 

PRNS should delay selecting a new operator for JTS Northside CC. 

Background 

The JTS Northside Community Center is located at 488 North Sixth Street adjacent to 
Japantown, an historic neighborhood near downtown San Jose. The original Northside 
Community Center was built in 1975. In 1978, the Filipino-American Senior 
Opportunities Development Council, Inc. (Fil-Am SODC) began operating the Center 
and has received various grants from San Jose to run its senior programs there since 
1979. The current state-of-the-art 16,650 square foot facility was designed as a 



multifunctional community center and reopened at this same location as the Jacinto 
"Tony" Siquig Northside Community Center in 2003. Fil-Am SODC' used the Center to 
provide programs and activities for the local community with an emphasis on senior 
activities including health, education, and recreation. Programs included exercise, 
Yoga, art, Thai Chi, dance classes, health education workshops, and indo-American 
services, as well as various youth programs including Filipino history, cooking classes, 
and a teen leadership club. 

On June 16, 2005, the City Auditor issued a report on Fil-Am SODC regarding its 
compliance with the City of San Jose's grant agreement with PRNS.~ In this report, the 
City Auditor detailed the reasons for the audit. 

On December 4, 2003; the former Deputy Director for the Fil-Am SODC wrotea letter 
addressed to the PRNS Grants Superintendent. This letter listed a number of 
complaints against the Fil-Am SODC and its operations and use of Cify funds. PRNS 
assigned a staff member to investigate the com'plaints. PRNS reviewed the complaints 
and concluded that "There is no evidence to conclude that there has been a misuse of 
City funds" but that "The volunteer Board of Directors [sic] oversight of the organization. 
needs to be improved and strengthened. " 

Subsequent to PRNS' review, the City Managefs Office asked and the City Auditor's 
Ofice agreed to conduct a more detailed audit of the agreements between Fil-Am 
SODC and the 

in contrast to the PRNS review, the City Auditor found that $219,414 of grant money 
was used by Fil-Am SODC to pay for activities that "were not allowed in the City's grant 
agreements during 2002-03 and 2003-04."~ With regard to this issue, the City Auditor 
found that PRNS' oversight was inadequate. 

The findings of the City Auditor's report caused concern, and on December 13, 2005, 
the San Jose City Council approved a memorandum from Vice Mayor Cindy Chavez 
and Council Members Ken Yeager and David ~ortese." The memorandum had eight 
recommendations designed to remove Fil-Am SODC from the JTS Northside CC 
operation and to ensure continuation of quality programs that reflect the diversity of 
constituents in the surrounding community. The recommendations were as follows: 

I. Allow the existing agreement with Fil-Am SODC to expire on December 31,2005. 

2. Request that Asian Americans for Community Involvement (AACI) assume 
operational responsibility for JTS Northside CC effective January 1, 2006. 

3. Direct PRNS to assign senior staff to complete an expedited process to identify an 
alternative operator for the JTS Northside CC by June 30, 2006. The process 
should include a comprehensive needs assessment and competitive RFP to 
identify the most qualified provider that can meet the service demands identified 
through the community process. 



4. Direct PRNS to assign senior staff to attend regular AACl board meetings and to 
ensure that the organization is in compliance with all city policies and procedures. 

5. Make JTS NorthsideCC available to culturally sensitive organizations. 

6. Make JTS Northside CC available for additional community uses, preserving the 
priority needs of the Northside community. 

7. Reallocate $58,354 of general fund money to PRNS to pay for ongoing expenses 
associated with the operation of JTS Northside CC. 

8. Direct PRNS staff to work with AACl in the formation of a Program Advisory 
Committee. Committee membership would include diverse community 
representation with an emphasis on Filipino-American community service. 

Discussion 

The Grand Jury conducted several interviews with PRNS management on September 1, 
2006, to determine the status of the City Council's eight recommendations and PRNS' 
actions taken to comply with them. 

Responses to the concerns of the City Council's memorandum were as follows: 

1. The existing agreement with Fil-AM SODC was allowed to expire on December 31, 
2005. 

2. PRNS officially took over operational responsibility for JTS Northside CC during 
the first week of January 2006. As a result, AACl was never involved in the 
operation of the Center. 

3. PRNS released an RFP to solicit bids to operate JTS Northside CC on March 6, 
2006. Since there were no bidders on this RFP by the April 24, 2006, deadline, it 
was recalled. As a result, an alternative operator for JTS Northside CC was not 
identified by June 30, 2006, as recommended by the San Jose City Council. 
PRNS believes that the reason for the lack of bidders was a failure on its part to 
circulate wide public notice of the RFP. 

However, research by the Grand Jury discovered that local nonprofit entities were 
aware of the RFP but had substantial concerns with its content. Silicon Valley 
Council of Nonprofits (SVCN) issued a newsletter on May 15, 2006, detailing 
specific issues regarding PRNS' RFP evaluation criteria, the RFP process and 
timeline, as well as other issues specific to the JTS Northside CC RFP.~ 



The initial RFP was then revised by PRNS Administrative Services Division with 
assistance from the City Auditor's office. Various provisions were enhanced with 
more detail, and new provisions and financial support from the Ci were promised. 2 The resulting amended RFP was released on August 11, 2006. As stated in a 
PRNS press release, "The City is offering one-time funds of $142,000 to assist the 
operator in offsetting initial operation and maintenance costs such as utilities, 
custodial maintenance services, includiiig landscaping services for the grounds of 
the center, and ordinary maintenance and  repair^."^ In addition to the press 
release, the announcement was expanded to include a posting on the PRNS 
website, distribution of flyers, and advertisements in the San Jose Mercury ~ews,'' 
the Almaden ~imes," and the San Jose Metro  newspaper^.'^ 

The amended RFP called for proposals with a deadline of September 25, 2006. 
The only response came from the Asian American Recovery Services, Inc. (AARS) 
as the lead agency partnering with the Filipino Youth Coalition (FYC). Three other 
organizations, YwAi Kai, Catholic Charities, and Self Help for the Elderly, attended 
the pre-proposal conference on August 22, 2006, but none of these organizations 
bid on the project. 

Due to incomplete documentation in their proposal package, the AARS-FYC bid 
was rejected. PRNS took this opportunity to revise the RFP again before reissuing 
the request for a third time on October 23, 2006. Most significant was a change in 
the proposal evaluation criteria increasing the weight of financial capacity from 15 
to 20 percent. Again, the only bid received was from AARS in partnership with 
FYC . 

The PRNS Director acknowledged in an interview with the Grand Jury on 
November 22, 2006 that PRNS was well aware of the concerns of the nonprofits 
bidding on their RFPs. In September 2006, SVCN sponsored focus groups for 
nonprofits to discuss and present their concerns. The Director's conclusion was 
that, "bottom line, it comes down to money." In fact, in its Statement on the City of 
San Jose Community Reuse [sic] Strategy dated October 16, 2006, SVCN 
addresses and essentially agrees with this assessment saying, "The city can not 
expect to salvage their fiscal difficulties at the expense of nonprofit  provider^."'^ 

The RFP specifically requires an operator to adhere to the City fee schedule for 
services, specifies allowable fees for nonprogram use of a facility, and requires the 
operator to pay for certain capital improvements. It is also important to note that 
PRNS has not prepared a pro forma financial analysis of the actual costs to run the 
JTS Northside CC, and cannot confirm that the costs allowed in the RFP are 
adequate to deliver the required services. 

The City Council's final approval of the new operator is scheduled for March 2007. 
Under the terms of the latest RFP, the new operator is scheduled to take over 
operational control of JTS Northside CC in August 2007. This is more than a year 
later than directed by the San Jose City Council. The contract is for a three-year 



period and is renewable at the City's discretion. PRNS will continue to act as the 
interim operator until a new operator is selected. 

4. The request for AACl to assume responsibility for JTS Northside CC was 
superseded when PRNS took interim control of the' Center. There was no reason 
after that for PRNS to attend AACl board meetings. 

5. With PRNS as interim operator, outreach programs have begun to engage Filipino 
community organizations, as well as others, into the Center. For example, this 
summer the first day camp for children was organized by PRNS. This was a 
response to changing demographics, with younger families moving into the area. 

6. Upon taking control of JTS Northside CC, PRNS has hosted open house events 
and has engaged in community outreach. This is in addition to continuing senior 
nutritional lunches and exercise and youth programs named in this report. 

7. Reallocation of general funds has taken place, including $58,354 for PRNS 
operation of the Center from January through June of 2006. The City Council has 
authorized an additional $142,000 for PRNS to continue the Center's operation 
from June 30, 2006, until the new operator takes over control on June 30, 2007. 
This date has been extended to August 2007. 

8. PRNS has formed a Program Advisory Committee. Several meetings have been 
held and are ongoing. The committee includes members from diverse 
neighborhood groups with the mission of implementing needed programs. 

Conclusions 

The Grand Jury is concerned by the lack of bidders for the JTS Northside CC contract. 
In a letter from SVCN to the Mayor and City Council, problems with the JTS Nprthside 
CC RFP and the Community Center Facility Reuse RFP requirements and process 
'were detailed. These included lack of clear funding amounts, limited time allowed to 
respond to the RFP, unresponsiveness of PRNS staff to tetephone calls and letters, the 
requirement to hire City staff for maintenance and repairs, lack of clear evaluation 
criteria for the bids, and perceived conflict of interest of members of the selection 
committee.14 

A significant concern was that, of the evaluation criteria, only 15 percent of the total 
weighted scoring was assigned to financial capacity of the bidding agency. "Financial 
capacity and financial viability are key components to success for both operations and 
programming for community centers as evident in previous City Auditor reports."15 
While this criterion was increased to 20 percent in the October 23, 2006 RFP,'' it still 
indicates that economic concerns are not given enough consideration. Community 
Foundation Silicon Valley (CFSV) made a number of recommendations in a letter to the 
San Jose Mayor, including that the City increase the weight of the "Financial Capacity" 
criteria in the RFP to "at least 30 percent."17 



Findings 

The following findings were reviewed with the subject agency. 

F1: PRNS oversight of JTS Northside CC and Fit-Am SODC agreements was 
inadequate, resulting in the loss of $219,414 in taxpayer money and in the 
involvement of San Jose City Council to try to correct the problem. 

F2: The three RFPs published by PRNS in March, August, and October 2006 for JTS 
Northside CC operation attracted only one bid for the contract. The lack of bidders 
for the contract validates the Grand Jury's concerns that the RFP process is 
flawed. This is viewed as a severe warning sign of potential failure of the Center's 
operation. Specific financial and communication deficiencies in the Community 
Center Reuse RFP process have been identified to the Mayor and San Jose City 
Council. 

F3: PRNS has implemented five of the eight recommendations of the San Jose City 
Council's December 13, 2005 Memorandum. Two recommendations that 
concerned working with AACl for interim operation became moot when PRNS 
assumed control of the Center. The remaining. recommendation to select a new 
operator through a competitive RFP process has not yet been implemented. 

Recommendations 

The 2006-2007 Grand Jury recommends that PRNS take the following actions: 

R1: PRNS should work with the City Auditor on future RFPs to ensure that adequate 
financial and management oversight measures are specified in the contract. After 
a contract has been awarded, PRNS should assign qualified and sufficient staff to 
ensure that these safeguards are in fact being enforced. 

R2: PRNS should reevaluate its Community Center Facility Reuse RFP process, 
improve the economic attractiveness of the RFP, and then rebid the RFP for JTS 
Northside CC. PRNS should accept the offer to work with SVCN and CFSV to 
address the perceived deficiencies the two organizations have identified in the 
Community Center Facility Reuse RFP process, and should communicate more 
openly with them, since they are representative of the agencies that are potential 
PRNS bidders. 

R3: PRNS should delay recommending a new operator to the City Council for JTS 
Northside CC until additional bidders have been found through a new RFP. 
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Visitations and Interviews 

On September 1, 2006, the Grand Jury interviewed the Acting Assistant Director of 
Parks, Recreation, and Neighborhood Services and the Deputy Director of the 
Administrative Services Division. 

On September 20,2006, the Grand Jury conducted a second clarification interview with 
the Deputy Director of the Administrative Services Division. 

On November 22,2006, the Grand Jury met with the Director of Parks, Recreation, and 
Neighborhood Services and the Deputy Director of the Administrative Services Division, 
who is also the Acting Assistant Director. 

On December 12, 2006, the Grand Jury met with the Director of Parks, Recreation, and 
Neighborhood Services and the Deputy Director of the Administrative Services Division, 
who is also the Acting Assistant Director. 
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