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STATUS OF AIRPORT REDUCTION OPTIONS AND
COMPETITIVENESS MEASURES

August 2011
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CPE

= substantially completed
= in progress
= on hold
= Cost per Enplanement, all revenues

Note abollt CPE aad cost redllctioas: Airporl coslreducliolls have beellllecessCIIJ' to bOlh balallce the
Ai/110rl budgel alld 10 redllce cosls charged 10 air/illes. Reducliolls have beell e.'pressed 011 a per
ellplallemelll basis so Ihey COli be easily compared, evell Ihough the reducliolls may affecl either airlille 01'
1I01l-airlille cosl celllers. NOIl-airlille coslreducliolls cOlllillue 10 be lIecessCIIJ' because a majorily of
Ai/porI expellses call1lot be charged to airlilles. The CPE reduclioll equivalellls Iherefore do 1101 add up
to Ihe overall CPE redllctiollfor airlilles.

Alternativc Key Status

Contracting out Airport ./ The new Airport Building Maintcnance Service business model was
Custodial Scrvices initiated in FY 2010-20 II with the transition to contractual

custodial services at the Airport. Fifty-four (54) positions were
reduced in 20 I0-2011 and two (2) additional supervisOly positions
are proposed for elimination in 2011-2012. Ongoing savings
associated with the change in the business model are in excess of
$4.5 million or $1.06 ongoing savings in the 2012 CPE.

Deferral ofPublic Art ./ The deferral of Public Art funding associated with the TAIP was
Fundiug for tbe initiated in the 2010-2011 Capital Budget providing $3 million in
Termiual Area one-time savings.
Improvemcut Program
(TAIP)

Relocation aud ./ AirpOlt administrative and engineering staff was relocated to
Consolidation of Airport existing space in the Terminals in November 2010. This created
Admiuistrative Offices to on-going savings in lease costs of approximately $2 million per
the Terminal year or an ongoing savings in the CPE of approximately $0.47.

Beyond the cost reductions this consolidation of staff has lead to
functional efficiencies and cost savings in vehicle operations,
supplies, and made available the restructuring of the Airport
Communications Center shown below.

August 31, 2011



Status of Airport Reduction Options and
Competitiveness Measures
August 2011

Alternative Kev Status
Airport Communications ./ As noted above the relocation of staffto the AirpOli permitted the
Center Restl'llcture - restructuring of the Airport Communications Center (ACC) to a
Creation of a Airport new Airport Operations Center (AOC). The action allowed the
Operations Center AirpOli to reduce 6 FTE and provided on-going savings of

$540,000, savings of about $0.13 to the CPE. The Januaty 2011,
restruchlring had the additional benefit of shifting administrative
duties to administrative staff and the newly formed AOC staff are
providing a focus of responsibilities related to enhanced safety and
security of Airport operations.

Restructnring of Santa ./ On August 16, 20 II, Council approved a new agreement with VTA
Clara Valley to reduce the annual costs associated with the AirpOli Flyer, Bus
Transportation Route 10, that provides free transportation between the First Street
Authority (VTA) Flyer Metro stop, the AirpOli, and the Santa Clara Transit Center/Cal Train
Bus Services Station. Under the new agreement, the AirpOli will pay VTA to a flat

annual cost of $625,000 per year rather than half the operating costs.
This multi-year contract (though 2014) will save over $480,000
annually, an equivalent of$.11 reduction to the CPE, while
providing free public transit for passengers and employees at the
AirpOli.

Reduction of Airport ./ The AirpOli-Airline Lease and Operating Agreements have capped
overhead associated with AirpOli Operating Budget salaries at 25%.

Overhead Charges
Starting with 2011-2012 all overhead associated with Airport
operating funds have been capped at 25%, and have been
incorporated into the adopted budget. Ongoing savings associated
with the change in 201 1-2012 is $1.3 million, approximately $0.31
on CPE.

Right-sizing of San Jose ./ Additional revisions to the AirpOli Police Service DelivelY Model
Police Department

~
are included in the 2011-2012 Adopted Budget that reduces Airport

Delivery of Airport police to minimum staffing levels. The model reduces sworn
Police Services positions by 19 FTE (a sergeant and 18 officers), and reassigns

officers to field patrol on shift overlap days when they are not
needed at the AirpOli. Savings from the new model total $4.2
million or $0.99 in CPE savings. These savings are in addition to
the reduction of3 sworn police staff in 2010-2011 ($700,000 in
annual savings). August 20 II discussions with the AirpOli Police
Division have indicated that additional staff or oveliime hours
maybe needed to provide adequate coverage from the Police
Depaliment.
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Right-sizing of San Jose ,( The AirpOlt Fire Station 20 Service Model was changed in Janumy
Fire Department 2010, reducing one Aircraft Rescue and Fire Fighting apparatus,
Aircraft Rescue and Fire allowing the reduction of I\vo duty positions for a total of 7 FTE,
Fighting Services saving approximately $2 million annually or $0.49 in the CPE.
(ARFF)

Outsourcing of Airport ~
Staff completed an RFP process for contracting out Airport law
enforcement services in spring 2011 and selected the Santa Clara

Police Services
County Sheriff's Office to begin negotiations. At the same time the
AirpOlt and the San Jose Police Department are continuing
discussions to determine if fUlther long-term cost savings can be
achieved so that outsourcing might not be needed to attain CPE
reduction goals. The Adopted Budget includes the contracting out of
Airport police services to begin no later than Februmy I, 2012. The
City Auditor is reviewing the levels of service and costs associated
with the proposals of both the SJPD and the Sheriff's Office with a
report scheduled to be released in September 20 II. Council decision
is anticipated in October so that a transition, if necessmy, could be
completed by FebrualY 1,2012.

Outsourcing of Airport ~
Staff completed an RFP process for contracting out Airport Rescue
and Fire Fighting (ARFF) services in spring 2011 and selected

Fire Senices
Wackenhut Services, Inc. (WSI) to begin negotiations. In June, the
City accepted a federal SAFER grant that allows the City to retain
fire fighter positions for I\vo years, including ARFF positions at the
AirpOlt's Station 20. Under the terms of the grant, the Airport's
second-year costs for ARFF services will be approximately the same
as proposed by WSI for 2012-2013. Impact on the CPE in 2011-2012
is an additional $1,066,000 or $.25 in CPE over the cost of
outsourcing for the fulll\vo-year period. The possibility of
outsourcing ARFF services would be reconsidered in early 2013 in
anticipation of the termination of the SAFER grant.

Airline Consortium for ~ Airport staff worked with Airline Representatives to review
Specific Operating and oppOltunities where a consortiuml11ight reduce costs. As a result of
Maintenance Functions the efficiencies and reductions introduced of the course of the last

three years, the Airlines have agreed that a consOitium would not be
able to fmther reduce costs appreciably at this time.
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Ecouomic Impact Study ~ The Economic Impact Study is on hold. The Airport is monitoring
- Potential Downtown potential development in the downtown corridor to ensure that
Obstructions and Flight obstruction issues are known in a timely manner and impacts to the
Path Altel'llativcs Airport's long-term eff011s to secure transcontinental and

transoceanic flights are recognized. This step does not have an
impact on CPE, but obstruction issues have significant potential to
negatively affect future air service.

Airport Living Wage ./ On December 7, 2010, City Council approved revisions to the
Modifications Airp011 Living Wage Ordinance bringing the application of living

wage at SJC more into parity with other Bay Area airports, and thus
reducing regional competitive disadvantages for the Airp011.
Moving from a proactive enforcement program to enhanced
complaint-based enforcement with annual rep011ing and auditing
has allowed the 2011 reduction of 0.50 FTE Contract Compliance
Specialist. Annual savings associated with the reduction are
approximately $65,000 or about $0.02 on the CPE.

Aggressive Expenditure ./ The Airp011 continues to exercise velY conservative financial
Control

r::?
management controls. The Airport's non-personal base budget was
reduced by $8.8 million in 2011-2012 through efficiencies,
reductions and consolidations. Year-end expenditure savings of $11
million in 2009-2010 supp011ed budget balancing on a one-time
basis. Savings available at the end of201O-2011 will be used to
offset future shortfalls, however as with the General Fund these
savings are one-time in nature and as a result can not be depended
on to solve the projected ongoing shortfalls anticipated in the future .

Administrative ./ The search for administrative efficiencies is an ongoing process.
Efficiencies

r::?
Staffcontinues to review policies and practices that impact
efficiency, resources and service delivelY. The Airp011 Master Plan
has been reviewed for those items that could both reduce potential
capital and future operating costs, as well as to identifY projects that
provide a significant retul'll on investment. Introduction of new
Airport eastside parking lots are an example ofjust this type of
project. Not only will the new lots provide enhanced customer
service improving proximity and timely access to the terminal
gates, the relocation will allow significant busing cost reductions.
Progress continues on the streamlining ofmultiple cost accounting
systems and simplification of taxi administration.
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