
COUNCL AGENDA: 04-24-07 
ITEM: 5.2 

CITY OF 

SAN JOSE 
CAI'I'IAL O F  SILICON VALLEY 

Memorandum 
TO: HONORABLE MAYOR FROM: Albert Balagso 

AND CITY COUNCIL 

SUBJECT: STATUS REPORT ON THE DATE: 04-04-07 
PARK TRUST FUND 
RECONCILIATION 

COUNCIL DISTRICT: Citywide 

RECOMMENDATION 

Acceptance of the report on the status of the reconciliation of the Park Trust Fund for fiscal year 
2005-2006, and the first half of fiscal year 2006-2007, ending December 3 1,2006. 

OUTCOME 

Acceptance and approval of the above recommendations will enable the Parks, Recreation, and 
Neighborhood Services (PRNS) staff to continually perform the following actions: 

1. Continue with the administration, monitoring and reconciling of the Park Trust Fund on a 
regutar basis in a timely and consistent manner. 

2. Ability of PRNS staff to allocate and appropriate funds to projects in the council districts 
that generated the fees as required by the Park Dedication and Park Impact Ordinances. 

EXECUTIVE SUMMARY 

This memorandum provides a status report on the performance of the Park Tmst Fund. Included 
in the report are: 1) a status of actions taken on Council-approved recommendations following 
the approval of the Review of the Park Tmst Fund (Reconciliation Report) heard by the Council 
at its June 20,2006 meeting; 2) a status of the Fund for FY 2005-2006, ending June 30,2006 and 
the first half of FY 2006-2007, ending December 31,2006; and 3) a report on agreements 
entered into by the City with developers for land dedication and turnkey projects. 

PRNS has implemented the following Council-approved recommendations: 
Completed all budgetary actions recommended in the Reconciliation Report. 
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Completed the refund of 83 of the 86 known property owners for a total of$392,533. 
Three refund checks for a total of $5,900 were sent by the City but were returned. These 
checks have been resent to the property owners at known alternate addresses. . Excess 2005-2006 Administrative Funds have been made available for distribution to 
projects. 
Adiustments to the in-lieu fees for the Parkland Dedication and Park h a c t  Ordinances 
to ~ O O %  of the 2005 land values. Technical changes to the ordinances iave also been 
made. 
A draft Policies and Procedures Manual has been updated to incorporate changes to the 
Ordinances and an agreement with the City's outside auditors, Macias, Gini & 
O'Connell, LLP to review the procedures is being negotiated. 

As of June 30,2006, the funds available in the Park Trust Fund were $68.9 million. Funds 
committed to specific projects totaled $59.7 million or 87 % of the total funds available. 

As of the first half of fiscal year 2006-2007, ending December 31,2006, funds available in the 
fund totaled $75 million. Funds committed to specific projects totaled $61.7 million or 82 % of 
the total funds available. 

BACKGROUND 

The City enacted the Park Dedication Ordinance (PDO) in 1988 to help meet the demand for 
new neighborhood and community parkland generated by the development of new residential 
subdivisions. In 1992, the City Council adopted the Park Impact Ordinance (PIO), which applies 
parkland dedication requirements to new units in non-subdivided residential projects. Under the 
PDOPIO, housing developers are required to dedicate land for public parks, pay a parkland fee 
in lieu of dedication, or both, to construct or enhance a neighborhood andlor neighborhood and 
community park facility for recreational purposes. 

Fees in lieu of land dedication are deposited into, and accounted for, in the Subdivision Park 
Trust Fund (PTF). In fiscal year 2005-2006, PRNS, with assistance from Finance, conducted a 
review of the Fund and submitted a report to the City Council for approval at its June 20,2006 
meeting. The report included an accounting of all revenues received starting from the Fund's 
inception in 1988 through the end of the fiscal year 2004-2005. It also provided a summary of 
allocation of revenues and the status of the fund balance, which included committed and 
uncommitted hnds through June 30,2005. On June 20,2006, the City Council approved the 
Park Trust Fund Reconciliation Report, including recommendations for the use of uncommitted 
funds. 

On October 24,2006, the City Council heard proposed changes to the Parkland Dedication and 
Park Impact Ordinances and the associated resolution that sets the schedule of in-lieu fees 
charged and credits issued pursuant to the ordinances and directed staff to return to the City 
Council with a revised ordinance and associated fee resolution that reflects the Council's 
recommendations and directions. On January 9,2007, the City Council adopted the ordinance 
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and associated fee resolution (Ordinance No. 27949 and Resolution No. 73587). The City 
Council also directed staff to work with the City Manager regarding the Annual Update on 
Expenditures and to submit the report to Council by April 2007, prior to the Budget meetings in 
May 2007. This memorandum responds to the City Council's direction to submit an annual 
update on the fund. 

ANALYSIS 

On June 20,2006, PRNS reported on the status of the PTF through June 30,2005. This report 
provides: 1) actions taken to implement recommendations approved by City Council as part of 
the Reconciliation Report; 2) a status of the Fund for FY 2005-06, ending June 30,2006 and the 
first half of FY 2006-07, ending December 31,2006; and 3) a report on agreements entered into 
by the City with developers for land dedication and turnkey projects. 

Status o f  tlze Iinplementatiorz o f  City Council-auuroved Recommendatiorzs Contained in tlze 
June 20, 2006 Reconciliation Report 

The Reconciliation Report heard by the City Council on June 20,2006, contained several 
recommendations that the City Council approved for implementation. These recommendations 
and their status are discussed below. 

Reconzmendation: Establish a PDO/PIO Fee Refund appropriation to PRNS in the amount of 
$415,000 for the refund of uncommitted PDO/PIO fees and interest to known property owners. 

The City is required by the PDO and PI0  ordinances to return in-lieu fees and accrued interest to 
the current record owners of the development or property that generated the fees if the fees are 
not committed within five (5) years of the receipt of payment of the fees. The reconciliation of 
the Park Trust Fund identified collections totaling approximately $415,000 (including earned 
interest) that were not committed within the five-year timehame stipulated in the ordinances. An 
appropriation was established in fiscal year 2006-2007 to refund uncommitted funds to 86 
homeowners identified through County and other records. 

As of December 31,2006, the City has completed the refund of $392,533 to 83 of the 86 known 
property owners. The refund to three property owners for a total $5,900 was not completed 
because checks that the City sent were returned. Several attempts have been made to properly 
return these refunds to the record property owners of these remaining three properties. With the 
help of the Finance Department, we were able to obtain additional mailing addresses for these 
property owners and have resent the refund checks. As of February 28,2006, those checks have 
not been cashed nor have they been returned to the City. If the funds remain unclaimed, the 
funds will become the City's: 1) upon the expiration of three years; 2) after providing formal 
notice to the public; and 3) if no claim has been filed by the person entitled to the money or that 
person's heir. 

Recommendation: Establish a Parlc Trust Fund Administration appropriation to PRNS in the 
amount of $20,000 for review of drop administrative policies and procedures for the 
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administration of the Park Trust Fund by the City's external auditor, Macias, Gini & O'Connell, 
LLP. 

Funds in the amount of $20,000 have been appropriated for the purpose described above. 
Review of the draft policies and procedures manual by Macias, Gini & O'Connell., LLP was 
deferred pending approval of revisions to the PDO and PI0  and incorporation of these revisions 
into the Manual. The Manual has been completed and an agreement with Macias, Gini & 
O'Connell, LLP is being negotiated. 

Recommendations on the disposition ofthe Park Trust Fund Balance 

I) Expend committed funds encumbered or appropriated to reserve orprojects in 2005-2006 as 
encumbered or appropriated; use resewes to fill funding gaps on current projects (must meet 
nexus requirements); and continue to build reserves for acquisition or development ($31M). 

Funds encumbered or appropriated to projects in 2005-2006 were expended for the uses for 
which the funds were appropriated. Funds appropriated to project-specific reserves were 
either maintained as a reserve for the project or subsequently appropriated as a live project. 

2) Budget and expend recently committed funds not yet budgeted ($I I.6M) on projects meeting 
the nexus requirement. 

Committed funds not budgeted in 2005-2006 were subsequently budgeted in 2006-2007 to 
projects or reserves. 

3) Commit and appropriate unspent funds in the amount of $9.09M (balances and accrued 
interest) as recommended in Attachment A of the Reconciliation Report aspart of the 2006- 
2007 budget process. 

Consistent with Attachment A of the Reconciliation Report, funds totaling $9.09M were 
appropriated as part of the 2006-2007 budget process. 

4) Reserve $O.5M of the administrative set-aside to off-set possible future revenuefluctuations. 
Distribute funds in the amount of $3.3 M back to the Council Districts based on the 
percentage of all fees collected since 1995-96 through 2004-05 and commit funds within the 
District to community-sewingprojects. 

As approved by the City Council, $0.5M of the administrative set-aside was appropriated to 
Reserve: Administrative Allocation (Appropriation No. 7086) and $3.3M was appropriated 
(rounded to the nearest thousands) to community serving projects specified in the 
Reconciliation Report. 

5) Commit funds not committed within five years (project site unknown) to projects that benefit 
all City residents, like Happy Hollow Park & Zoo (HHPZ). 

As part of the 2006-07 budget process, h d s  in the amount of $351,000 were appropriated 
(Appropriation No. 5037) to the HHPZ Phase I1 Renovation project to supplement funding in 
the Parks and Recreation Bond Projects Fund for the design and construction of 
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improvements at the HHPZ. Phase I1 activities include feasibility, design and construction of 
the attractions area, demolishing and rebuilding the zoo, administration building, and 
constructing a green buffer. 

Status o f  Reconciliation o f  the Park Trust Fund 

Fiscal Year 2005-2006 
In fiscal year 2005-2006, the fund generated revenues of $14.8M. Revenues include in-lieu fees 
collected and interest earned on those fees. Expenditures, including encumbrances, at the end of 
fiscal year totaled $3.7M. As of June 30,2006, the funds available in the Park Trust Fund were 
$68.9M. As listed in Attachment A, funds committed to specific projects total $59.6M or 87 % 
of the total funds available. A total of $7.8M (or 11 %) remained uncommitted to projects at end 
of fiscal year 2005-2006. Commitment of these funds will continue in fiscal year 2006-2007 
upon identification of appropriate projects that meet the nexus requirement and will be part of 
the ongoing budget development for fiscal year 2007-2008. 

In 2005-2006, $1.6M was appropriated for administrative overhead. As of June 30, 2006, $1.3M 
(or 2%) remained unexpended. This amount has been made available for redistribution to 
projects. 

Fiscal Year 2006-2007, ending December 31,2006 
The first half of fiscal year 2006-2007, ending December 31,2006, reflected available funds of 
$75M. The funds appropriated and allocated to specific projects in each Council District 
generating the revenues totaled $61.7M. Fees set-aside for the administration of the fund is 
$ISM or 2 %. The fund also shows the uncommitted funds of $1 1.6M or 15%, of which 
approximately $8M has been earmarked to specific projects. This fund, as of December 31, 
2006, generated revenues totaling $7.1M. Expenditures to specific projects including 
encumbrances at the end of December 2006 were $4.4M. 

These figures are listed in Attachment A (Combining Statement of Revenues, Expenditures and 
Changes in Fund Balance) for fiscal year 2005-2006 and fiscal year 2006-2007 six months 
ending December 2006. 

Status o f  Revisions to the Park Trust Fund 

On January 9,2007, the City Council adopted Resolution No 73587, establishing the revised 
Fees and Credits associated with the Parkland Dedication Ordinance and Park Impact Ordinance 
which: 

increased the park in-lieu fees to 100% of the 2005 land values; 
revised the credit schedule for vrivate recreation imvrovements: and 

A . 
set a discounted fee for certain residential high-rise projects located in the Downtown 
Core Area and to permit certain eligible high-rise projects located in the Downtown Core 
Area to defer payment until no later than the scheduling of the final inspection for the 
first certificate of occupancy. 
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On January 9, 2007, the City Council also adopted Ordinance No. 27949 anlending Chapter 
14.25 of Title 14 ("PIO) and Chapter 19.38 of Title 19 ("PDO) of the San Jose Municipal 
Code to provide, among other things: 

revised credit provisions, giving developers more opportunities to provide recreational 
facilities; 
adjustments on in-lieu fees to reflect 100% of 2005 land values; and 
made technical changes to the ordinances. 

These changes will allow the City to more aggressively pursue parkland acquisition 
opportunities. The changes will also expand the ability of the City to use in-lieu fees to enhance 
the parks system while permitting additional recreational credits for improvements such as trails, 
private garden plots, urban plazas, dog park amenities, and private gardens open to the public. 

Status ofLand Dedication and Turnkey Projects 

During the last 18 months (July 1 2005 through December 31,2006), the City entered into 
agreements with developers for the dedication of land and construction of park improvements for 
five separate sites, adding a total of 5.75 acres to the City's future park inventory. These new 
park facilities will come online between 2007 and 201 1. The City will also be receiving an 
additional 3.7 acres of raw land for two separate sites, which the City will improve. 

Fiscal Year 2005-2006 

During fiscal year 2005-2006, the City entered into agreements with developers for land 
dedication and park improvements (turnkey parks) at the following four sites: 

Modem Ice site (Council District 3) - dedication and park improvements on a 1.3-acre 
site on Berryessa and Old Oakland Roads by Taylor Woodrow Homes. Improvements, to 
include a tot lot, apicnic area, open turf area, and a shade structure, are estimated to be 
completed in 201 1. 
LundyiMcKay site (Council District 4) -dedication and park improvements of 1.25 acres 
by Toll Brothers Homes. Improvements, to include a tot lot, half-basketball court, and an 
open turf area, are anticipated to be completed in summer 2008. . JacksonIMadden site (Council District 5) - dedication and park improvements of a 0.3- 
acre site by Falk Development. Improvements, to include a tot lot, a small picnic area, 
walkways, and artificial turf, are estimated to be completed in 2008. . Goble LaneMontecito Vista (Council District 7) - dedication and park improvements on 
a 2.0-acre site by ROEM Development. Improvements, to include, a play lot, volleyball 
court, a full-basketball court, open turf area, a picnic area, and a shade structure, are 
anticipated to be completed in 201 1. 

Additionally, the City entered into an agreement with Pulte Homes for the dedication to the City 
of 1.5 acres of land at the NewhalVCampbell site (Council District 3). The City anticipates 
taking title to the land in the first quarter of 2008. Staff is currently completing a conceptual 
design for the construction of a park at this location. Improvement costs for this site will be 
funded by the City. 
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Fiscal Year 2006-2007. endinp December 31. 2006 
During the first two quarters of the current fiscal year, the City entered into agreements with 
developers for land dedication and land dedication with park improvements (turnkey parks) at 
the following sites, both in Council District 6: 

St. Elizabeth park site - land dedication and park improvements on a 0.9-acre site by Pinn 
Brothers Homes. Improvements, to include a tot lot, an open turf area, and shade 
structures, are anticipated to be completed in 2008. . Del MonteIAuzerais site - land dedication of a 2.2-acre site by KB Home. Improvements 
and completion date are to be determined at a later date. 

PUBLIC OUTREACHIINTEREST 

4 Criteria 1: Requires Council action on the use of public funds equal to $1 million or 
greater. 

0 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. - 

U 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. 

Recommendations on the use of funds contained in the Reconciliation Report were presented to 
representatives of the Home Builders Association of Northern California (HBA), the Parks and 
Recreation Commission (PRC) and Planning Commission (PC) Joint Study Session, and the 
Project Advisory Committee (PAC) of the Strong Neighborhoods Initiative. On June 20,2006, 
the City Council approved recommendations for expenditure of fimds. 

Revisions to the PDO and PI0  and associated adjustments to the in-lieu fees were presented to 
the community in 15 separate meetings of the PRC, the PC, joint study session of the PRC and 
PC, SNI Project Advisory Committee, the HBA, Citizens for a Livable San Jose, Coalition for 
Jobs Now, Housing Advisory Commission, and the Building Strong Neighborhoods Committee. 

This memorandum reports on the implementation of Council-approved recommendations 
relating to the reconciliation of the Park Trust Fund and to revisions to the PDO and PIO. 

COORDINATION 

This memorandum was coordinated with the Department of Planning, Building and Code 
Enforcement, the City Attorney's Office, the Manager's Budget Office, the Finance Department 
and the San Josi: Redevelopment Agency. 
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FISCALIPOLICY ALIGNMENT 

This project is consistent with the Council approved Budget Strategy, Economic Recovery 
section, in that it will help stimulate construction spending in our local economy. 

CEQA: Not a project. 

ALBERT B A L A G ~  
Director of Parks, Recreation and 
Neighborhood Services 

For questions, please contact Matt Cano, PRNS Division Manager, at (408) 535-3580. 

Attachment 



ATTACHMENT A 

City of San Jose 
Combining Statements of Revenues. Expenditures aiid Cliaoges in Fu i~d Balance 

Park Trust Fund 

Revenues 

In Lieu Fees 
Interest and Other Revenues 

Total Revenues 

GAAP Basis 

Expe~iclitures 
Current: 

Capital &Iaintenance 
Capital Outlay 

Total Expenditures 

FY 2005-00 Ended 

Excess (deficiency) oz I revenue 
over (under) expfnditll~es 

N 2 0 0 6 4 7  
For Six Months Ended 

Gther Financino Sources(Usesl 
Transfers In 
TI-ansfers Out 
Total Other Financing Sources (Uses] 

Net Change in fund baEance 
Fund balances- beginniiig 
Encumbrances and Accounts Paya!~le 

Fuiid Balance- Ending 

Ailjustrr~erits to Fut~d Balance 
Unreal~zed Gain!Losson Investments 
Due from Redevelopnient Agency 

Total Fiintls Availal~le 

Total Funds Available 

I.  Conimiited funds to specific projects 

2. Administrative Overhead 

3. Preliniinaiy Turiikey Fees 

4. Unconimitted Funds 

Total 

June 30,2006 December 31,2006 

% to Balance 
I 

FY Z D O ~ . Z O D ~  FY 2006-2007 
$6 to 

Balance 




