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RECOMMENDATION 

Approval of the Second Amendment to the Operation Agreement Between the City of San Jose 
and the History Museums of San Jose (now History San JosC) to modify the operations payment, 
clarify the responsibilities of the parties in connection with Kelley Park Parking Lot K-4, and 
make certain other technical changes thereto. 

BACKGROUND 

In the "Mayor's June Budget Message for Fiscal Year 2005-2006", dated June 8,2005, there was 
the following direction: 

5. Driving a Strong Economy 

f. History San JosC: History San Jose plays an important role as the City's curator of city- 
owned historic artifacts, and operator of the History Museum at Kelley Park and the 
Peralta Adobe & Fallon House. We should reduce the operating subsidy in the coming 
year by $50,000, rather that the $75,000 that is called for in our contract with History San 
JosC. We should also revise their contract to have the subsidy reduction schedule spread 
out over an additional four years. We should further explore, allowing History San Jose 
to operate the two parking lots serving the Museum during museum events. 

Based on this direction the City Manager's Office developed a staff team to meet with a staff and 
Board member team from History San JosC (HSJ) to discuss these proposed contract 
amendments. At the first meeting in September HSJ asked that items in addition to the Mayor 
and City Council's direction be discussed for the purpose of a greater understanding of History 
San Jose's programs, activities and its recent success in becoming an accredited museum. HSJ 
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also asked for consideration to modify the subsidy schedule that had been previously negotiated 
in 1998 as part of the Operating Agreement. A copy of the schedule is attached and details the 
annual subsidy with the supplemental payment that was to remain constant during the entire term 
of the agreement for four City staff persons that ceased working at the Museum. 

A number of meetings were held that concluded in the Second Amendment to the Operation 
Agreement that modifies the operations subsidy payment for the current fiscal year, provides 
changes to the parking lot management, as well as other minor changes discussed in the next 
section of the report. 

ANALYSIS 

The "Operation Agreement Between the City of San JosC and the History Museums of San JosC" 
was executed April 1, 1998 and is scheduled to expire in 20-years on March 3 1,20 1 8. Prior to 
the expiration date, the City and HSJ may mutually agree to extend the term of the Agreement 
for a period of ten years. 

A "First Amendment to the Operation Agreement Between the City of San JosC and History 
Museums of San JosC" was executed on June 29, 1999 and detailed responsibilities with respect 
to HSJ's maintenance obligations of the facilities. 

Provisions of the proposed "Second Amendment to the Operation Agreement Between the City 
of San JosC and History San JOSC" include: 

Reduces the subsidy for the current fiscal year by $50,000, rather than by $75,000, which 
is specified in the Agreement. 
Modifies parking arrangements so that although City retains management of parking lots 
located in Kelley Park, HSJ is eligible, with prior approval, to manage parking for up to 
twenty (20) HSJ events with an estimated attendance over 500 per calendar year. Such 
parking is limited to Parking Lot K-4 located in the lower area of park along Coyote 
Creek. HSJ may charge and retain revenues for parking consistent with adopted fees in 
effect at the time. This provision provides flexibility for HSJ as it books major events 
and also provides a small revenue source for them. 
Better defines the location and description of the Museum. 
Clarifies Museum uses and HSJ's day-to-day operation of the Museum. 
Formalizes the process of submitting a prioritized list of capital needs on or before 
January 15 of each year to be incorporated into the City's budget process. 
Acknowledges that HSJ may utilize either Public Works or Planning, Building and Code 
Enforcement for plan review and inspections, depending on the project. 
Provides for development of mutually agreeable special event guidelines to improve 
communications between Parks, Recreation and Neighborhood Services Department staff 
at Kelley Park with HSJ staff. 
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Updates the notices section with current addresses, department names, HSJ current name 
and other such corrections. 

In the series of meetings that were held with HSJ, one of their major requests was to re-open 
discussions with regard to the subsidy. Their position was that the funding is insufficient to 
support even "opening their doors", now that the museum has been accredited. HSJ also stated 
that this is exacerbated by the fact that the subsidy is on a declining scale. This, however, was 
the proposal submitted by HSJ at the time of the negotiations. The Museum's desire at the time 
was to provide more of the funding up front and over time, its fund raising capacity would be 
strengthened, leading to a lesser need for City support. 

Though staff understands the current financial situation that faces HSJ, we do not recommend re- 
opening the Agreement to negotiate new terms for the operating subsidy. By doing so, we would 
expect that all of the non-profit cultural organizations that are currently under long-term 
agreement with the City would submit similar requests. 

We did discuss with HSJ the possibility of one-time funding for their highest priority capital 
needs. A list was submitted totaling $414,000 for repairs on buildings at History Park that 
include the Print Shop, Doctor's Office, Post Office and the Peralta-Adobe-Fallon House 
Complex and to upgrade fire and security systems. Due to timing of receiving these requests, we 
were unable to incorporate them into the budget process for FY 2006-07. Staff recommends that 
these requests be considered during the mid-year budget review process. 

Both the City and HSJ acknowledge that progress has been made and that the recent 
recommendation for accreditation of the institution by the American Association of Museums is 
a significant achievement. In addition, HSJ has been able to move a major portion of the City's 
collections into the Collection Center at the Central Services Yard resulting in impressive 
improvements to the collections care and conservation. 

OUTCOME 

Approving this Second Amendment to the Agreement will appropriately update the 8-year old 
agreement between the City and HSJ while achieving the direction approved by City Council. 

PUBLIC OUTREACH 

The City and HSJ had extensive meetings, participated in site visits, researched various topics, 
and the entire HSJ Board was kept apprised of the discussions via reports made during Board 
meetings. 
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COORDINATION 

This memorandum and agreement has been coordinated by the City Manager's Office with the 
City Attorney's Office, the Budget Office, Public Works, Planning, Building and Code 
Enforcement, and Parks, Recreation and Neighborhoods Services Department. 

COST IMPLICATIONS 

The additional funding of $25,000 has been provided for in the FY 2005-06 budget. 

BUDGET REFERENCE 

CEOA 

Not a project. 

KAY ~ WINER 
Deputy City Manager 

Fund 
# 

001 

RC# 
Appn 

# 

2913 

Appn. Name 

San JosC 
Historical 
Museum 
Subsidy 

Total Appn. 

$862,323 

Amt. for 
contract 

N/A 

2005 -2006 
Adopted 
Operating 

Budget 
(Page) 
IX- 10 

Last Budget 
Action 

(Date, Ord. No.) 

N/A 
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ATTACHMENT: HISTORY SAN JOSE SUBSIDY SCHEDULE 

* Details the supplemental payment that was to remain constant during the entire term of the 
agreement for four City staff persons that ceased working at the Museum. 

**Amount adjusted to detail Subsidy reduction of $50,000 rather than $75,000 per direction of 
"Mayor's June Budget Message for Fiscal Year 2005-2006", dated June 8,2005. 

History San JosC 
Total Annual Subsidy 

1 , I  63,823 

949,823 

949,823 

949,823 

949,823 

91 2,323 

859,823 

809,823 

687,323 

574,823 

335,085 

335,085 

335,085 

335,085 
-- 

335,085 

335,085 

335,085 

335,085 

335,085 

261,533 

$ 12,084,528 

Year 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

Total 

FY 

1998-99 

1999-00 

2000-01 

2001-02 

2002-03 

2003-04 

2004-05 

2005-06** 

2006-07 

2007-08 

2008-09 

2009-10 

2010-11 

2011-12 

History San Jose 
Annual Subsidy 

964,000 

750,000 

750,000 

750,000 

750,000 

71 2,500 

660,000 

61 0,000 

487,500 

375,000 

135,262 

135,262 

135,262 

Supplemental 
Staff Payment* 

199,823 

199,823 

1 99,823 

199,823 

199,823 

1 99,823 

199,823 

199,823 

199,823 

199,823 

1 99,823 

199,823 

199,823 

199,823 
-- 

2012-13 

2013-14 

2014-15 

2015-16 

2016-17 

2017-18 

98199-1 711 8 

135,262 

135,262 

135,262 

135,262 

135,262 

61,710 

$ 8,088,068 

199,823 

1 99,823 

199,823 

199,823 

199,823 

199,823 

$ 3,996,460 




