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COUNCIL ACTION

EXECUTIVE SUMMARY SHEET
CITY OF SAN DIEGO

DATE: 01/25/2013

ORIGINATING DEPARTMENT: Public Works/Engineering-PITS
SUBJECT: Deferred Capital Program Update

COUNCIL DISTRICT(S): Citywide

CONTACT/PHONE NUMBER: Darren Greenhalgh/ 533-3616

DESCRIPTIVE SUMMARY OF ITEM:
Update of the status of the Deferred Capital Bond program.

STAFF RECOMMENDATION:
None (Information Only)

EXECUTIVE SUMMARY OF ITEM BACKGROUND:

In early 2008, the City Council approved a private financing agreement with Bank of America
for approximately $103 million to address deferred capital needs. At that time, the financing was
viewed as a one time opportunity for specific deferred maintenance projects which included
improvements to City streets, buildings, and storm drains. At a later date, the Bank of America
loan was converted to lease revenue bonds and referred to as Deferred Capital Bond #1.

In early 2011 the City had completed several condition assessments of numerous existing assets
and facilities. The assessments identified a sizeable backlog of repair and replacement needs for
the City’s streets, buildings, and storm drains. The need for additional financing was apparent,
and therefore the City Five-Year Financial Outlook was adjusted to provide funding for a series
of lease revenue bonds to address the Deferred Capital needs of the City’s streets, buildings, and
storm drains. Since 2011 additional condition assessments have been conducted and have
resulted in refining the City estimated backlog of repair and replacement needs for the City’s
streets, buildings, and storm drains. The current estimated backlog is:

Streets $478 million
Buildings $185 million
Storm Drains $235 million
Total backlog $898 million

On March 20, 2012 the City Council adopted a funding plan to clearly communicate a preferred
multi-year deferred capital program. The plan calls for capital and maintenance expenditures of
$721.3 million (i.e. $480 million from capital and $241.3 million from maintenance and
operations) over the next several years. The plan was established with a goal to keep assets from
deteriorating further over the next five years. The first step in the plan to address this backlog
was the issuance of a second $75 million lease revenue bond referred to as Deferred Capital
Bond #2, issued in the summer of 2012.



The majority of the 146 Deferred Capital Projects identified in the first bond issuance have been
completed. Deferred Capital I bond funds that have not been spent or encumbered in contracts is
approximately $5,987,000. It is anticipated that over the next six months the Deferred Capital I
funds will be fully expended as the remainder of projects get the funding needed to complete
them, and construction contracts are closed out. Deferred Capital II bond funds have been
distributed to 92 projects. To date, approximately $19,738,000 has been spent or encumbered in
contracts to design or construct projects.

See attached report for additional information
FISCAL CONSIDERATIONS: N/A
EQUAL OPPORTUNITY CONTRACTING INFORMATION (IF APPLICABLE): N/A

PREVIOUS COUNCIL and/or COMMITTEE ACTION (describe any changes made to the item
from what was presented at committee): N/A

COMMUNITY PARTICIPATION AND PUBLIC OUTREACH EFFORTS: The City Council
has reached out and discussed the need for addressing the deferred capital backlog in various
public forums including Council/Committee meetings, television, and print.

KEY STAKEHOLDERS AND PROJECTED IMPACTS: Users of City facilities, including
roadways, libraries and other public buildings, and drainage systems will benefit from upgrades
and maintenance of these facilities.

Heinrichs, Tony
Originating Department

Deputy Chief/Chief Operating Officer









The majority of the 146 Deferred Capital Projects identified in the first bond issuance have
been completed. Deferred Capital I bond funds that have not been spent or encumbered in
contracts as of January 11, 2013 is approximately $5,987,000. It is anticipated that over the
next six months the Deferred Capital I bond funds will be fully expended as the remainder of
projects receive the funding needed to complete them, and construction contracts are closed
out. Deferred Capital II bond funds have been distributed to 92 projects. As of January 11
2013 approximately $19,738,000 has been spent or encumbered in contracts to design or
construct projects.

A project list with funding and project status is provided in Attachment A. In addition,
several adjustments to the current project list are required. Accompanying this item is a
request for Council approval to correct project allocations and move funds between stand
alone projects in the Capital Improvement Budget and Annual Allocations funded with
Deferred Capital II bond funds.

Given the commitment to provide long term financing for Deferred Capital needs, several
program management strategies are being implemented. The first issuance of Deferred
Capital Bonds was implemented with no project designs in place, and therefore expenditures
were delayed. This delayed the issuance of the second set of deferred capital bonds because
of the expectation that a majority of the funds should be spent before moving forward with
the next issuance. Since 2008 significant improvements have been implemented to assure
the expenditures using the second Deferred Capital Bonds will proceed quicker. This has
been demonstrated by the encumbrance or expenditure of $19,737,926 in the last half of
2012.

The goal going forward is to be able to design and permit enough work such that a majority
of the funds from the next bond issuance can be used for construction, leaving enough to
begin design and permitting of projects that will get construction funding in the next bond
issuance. With a program strategy of using a majority of each bond issuance for
construction, and the balance for design and permitting, it is possible to expend enough to be
able to move forward with the next bond issuance within 12 to 18 months of the last bond
issuance. This coordination is required to sustain momentum for a multi-year bond financing
program.

FISCAL CONSIDERATIONS: Not applicable

PREVIOUS COUNCIL and/or COMMITTEE ACTION:

o Budget and Finance Committee Report Number 11-037 — Deferred Capital Update

o IBA Report Number 11-63 — Deferred Capital

o Budget and Finance Committee Report Number 12-012 - Deferred Capital Program
Update

o Budget and Finance Committee Report Number 12-021 — Infrastructure Condition
Update

o Budget and Finance Committee Report Number 12-022 — Deferred Capital Program
Update — 2™ Bond Projects List

o City Council Resolution Number 307349 — Deferred Capital Funding Plan



















