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Honorable Mayor and City Council
City of San Jose
200 E. Santa Clara Street, Tower, is" Floor
San Jose, CA 95113

Citizen Oversight Committee
PUBLIC SAFETY BOND

Subject: Letter of Recommendations and Comments on the Police Substation Award and the
Public Safety Bond Contingency Reserve Funding Levels.

Dear Honorable Mayor and City Council:

The Citizen Oversight Committee (hereinafter "COC") for the Public Safety Bond program
wishes to take this opportunity to convey its appreciations to the Council for their commitment to
the program and the long term public safety infrastructure investment it represents. On
September 25, 2007, after much public discourse and deliberation, Council voted to re-instate
and fund the Fire Station No. 2 project as a full rebuild. This difficult but necessary decision
drew upon multiple funding sources that comprised the approximately $5 million in new funding
that was needed to make the project possible. By including Redevelopment Agency Funds, the
Council action was also in keeping with the September 18, 2007 letter forwarded to Council with
the COC's recommendation that funding from outside the bond be prioritized for the Public
Safety Bond projects in general and specifically the Fire Station No.2 - Rebuild project.

The COC understands however that in order to fully fund the Fire Station No. 2 - Rebuild
project, approximately $1.8 million was transferred from the Safety Bond's Contingency
Reserve (hereinafter "CR") leaving approximately $2.5 million in the CR and Ending Fund
Balance combined. This overall "reserve" balance represents approximately 2.2% of the
remaining funding. Given that the Contingency Reserve was wisely established by Council in
2003 at a level that was 10% of the then remaining project budgets, the adequacy of the current
reserve funding level is of great concern to the COC.

On November 28, 2007 at the public annual report meeting, the COC was informed that the
apparent low bidder on the South Police Substation project was approximately $7.0 million over
the available funds to award. At that time, staff had not completed their analysis and
recommendations to Council regarding how to fund this overage or on whether to redesign and
re-bid the project. Therefore the COC requested that a supplemental public meeting be held after
the staff report and recommendations were made public so that the COC would have the
opportunity to convey its recommendations and comments to Council as well.

In the supplemental COC meeting on December 5, 2007, staff explained their report and funding
strategy recommendations to Council on the South Police Substation award as well as the
relative pros and cons of the feasible alternatives. Having reviewed the report ourselves and
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heard staffs responses to our questions, the COC wishes to convey the following
recommendations and comments:

• The COC fully supports the recommendation to augment the budget for the South Police
Substation and Award to the low bidder without delay. The costs and risks involved in
considering the Policy Alternatives in the supplemental staff report have strong potential
to diminish the operational effectiveness and sustainability of the project while not
entirely resolving the funding shortfall.

• Staff has informed the COC that while the Reserve funding for the East and South
Community Policing Centers (CPC) are being committed to the Substation, that staff is
continuing to seek opportunities for low-cost lease arrangements using non-bond funding.
In the case of the South CPC, staff will be re-negotiating a new 5-year agreement with
Westfield Shopping Center beginning in January 2008.

• The COC is also pleased to see the funding recommendations in the staff report that draw
upon "Non-Bond" monies such as C&C and General Fund sources to supplement the
project. The cac appreciates the hard decisions that the City is considering in proposing
to re-prioritize these funds, and feels that they are necessary to deliver on the
commitments made to the voters.

• The COC is concerned that the recommended transfer of public art funds could erode the
public confidence in the Public Art Ordinance. This action will also effectively result in
"sunk costs" of approximately $183,000 committed to date on the substation art
components. Furthermore, unless funding is identified for the exterior art component,
staff will be required to issue a change order in the amount of $5,000 to $10,000 to
replace it with landscaping. The cac therefore recommends seeking supplemental non
bond funds to ensure that the Substation's public art components are realized.

• The cac is very alarmed that the proposed use of Contingency Reserve will leave only
1.5% of the construction costs of the remaining seven major Public Safety Bond projects
and feels that it will be insufficient to ensure their successful completion. The cac
therefore urges Council to either secure additional non-bond funding sources to bolster
the Contingency Reserve for the remaining projects and/or actively pursue a
supplemental bond measure to complete those projects that might ultimately be deferred
due to insufficient funds.

• As with the Contingency Reserve, the cac also requests council to establish funding
strategies for those bond projects that have been significantly de-funded over the last
several years. In particular, the 911 Center Remodel and Fire Training Center projects
have contributed over $19 million to support other bond projects. In addition,
approximately $1 million in "sunk" costs were spent pursuing their original programs that
were ultimately modified to meet the reduced budgets.
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• The cac does wish to convey its thanks and appreciation of the hard work and effort by
all of the city staff involved in delivering this critically important capital program. Their
most recent efforts to develop funding strategies and alternatives along with
comprehensive analysis and clear communication to the COC has greatly helped this
committee to understand the nature of the challenges and difficult choices faced by the
City.

The cac's remaining comments were included in its last communication to Council and are
repeated here as they are increasingly relevant and timely:

• Fundamentally, the COC believes that completion of the bond projects should have
priority over all other capital projects. With the passage of the Neighborhood Security
Act in 2002 and subsequent related City actions, the City committed itself to much
needed improvement of its Public Safety infrastructure and to maintaining its status as
one of the safest big cities in the nation. Failure to complete these projects would result
in a significant loss of public confidence and could jeopardize future bond elections.
Significant downsizing or deferring of projects may have the same impact and could also
result in even greater cost increases should these projects be completed at a later date.

• The City and Redevelopment Agency should consider using redevelopment funding, City
general fund reserves, or developing other supplemental funding sources wherever
feasible to help ensure sufficient funding for all of the remaining bond projects.

By investing the bond and other capital funds where they will be needed most, the City of San
Jose will best meet the expectations of the public that voted for these capital improvements to the
Public Safety infrastructure.

PHYLLIS LAZZARINI, Chairperson
PSB - Citizen Oversight Committee


