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APRIL 28, 2009
AGENDA

ORDER OF BUSINESS: Regular meetings of the Finance Committee and the Ordinance Committee begin at 12:30 p.m.
The regular City Council meeting begins at 2:00 p.m. in the Council Chamber at City Hall.

REPORTS: Copies of the reports relating to agenda items are available for review in the City Clerk's Office, at the Central
Library, and http://www.SantaBarbaraCA.gov. In accordance with state law requirements, this agenda generally contains
only a brief general description of each item of business to be transacted or discussed at the meeting. Should you wish
more detailed information regarding any particular agenda item, you are encouraged to obtain a copy of the Council
Agenda Report (a "CAR") for that item from either the Clerk's Office, the Reference Desk at the City's Main Library, or
online at the City's website (http://www.SantaBarbaraCA.gov). Materials related to an item on this agenda submitted to
the City Council after distribution of the agenda packet are available for public inspection in the City Clerk’s Office located
at City Hall, 735 Anacapa Street, Santa Barbara, CA 93101, during normal business hours.

PUBLIC COMMENT: At the beginning of the 2:00 p.m. session of each regular City Council meeting, and at the
beginning of each special City Council meeting, any member of the public may address the City Council concerning any
item not on the Council's agenda. Any person wishing to make such address should first complete and deliver a “Request
to Speak” form prior to the time that public comment is taken up by the City Council. Should City Council business
continue into the evening session of a regular City Council meeting at 6:00 p.m., the City Council will allow any member of
the public who did not address them during the 2:00 p.m. session to do so. The total amount of time for public comments
will be 15 minutes, and no individual speaker may speak for more than 1 minute. The City Council, upon majority vote,
may decline to hear a speaker on the grounds that the subject matter is beyond their jurisdiction.

REQUEST TO SPEAK: A member of the public may address the Finance or Ordinance Committee or City Council
regarding any scheduled agenda item. Any person wishing to make such address should first complete and deliver a
“Request to Speak” form prior to the time that the item is taken up by the Finance or Ordinance Committee or City
Council.

CONSENT CALENDAR: The Consent Calendar is comprised of items that will not usually require discussion by the City
Council. A Consent Calendar item is open for discussion by the City Council upon request of a Councilmember, City staff,
or member of the public. Items on the Consent Calendar may be approved by a single motion. Should you wish to
comment on an item listed on the Consent Agenda, after turning in your “Request to Speak” form, you should come
forward to speak at the time the Council considers the Consent Calendar.

AMERICANS WITH DISABILITIES ACT: In compliance with the Americans with Disabilities Act, if you need special
assistance to gain access to, comment at, or participate in this meeting, please contact the City Administrator's Office at
564-5305 or inquire at the City Clerk's Office on the day of the meeting. If possible, notification at least 48 hours prior to
the meeting will enable the City to make reasonable arrangements in most cases.

TELEVISION COVERAGE: Each regular City Council meeting is broadcast live in English and Spanish on City TV
Channel 18 and rebroadcast in English on Wednesdays and Thursdays at 7:00 p.m. and Saturdays at 9:00 a.m., and in
Spanish on Sundays at 4:00 p.m. Each televised Council meeting is closed captioned for the hearing impaired. Check
the City TV program guide at www.citytv18.com for rebroadcasts of Finance and Ordinance Committee meetings, and for
any changes to the replay schedule.



ORDER OF BUSINESS

12:00 p.m. - Special Finance Committee Meeting, David Gebhard Public
Meeting Room, 630 Garden Street
2:00 p.m. - City Council Meeting

SPECIAL FINANCE COMMITTEE MEETING - 12:00 P.M. IN THE DAVID GEBHARD
PUBLIC MEETING ROOM, 630 GARDEN STREET (120.03)

1. Subject: March 31, 2009, Investment Report And March 31, 2009, Fiscal
Agent Report

Recommendation: That the Finance Committee recommend that Council:
A. Accept the March 31, 2009, Investment Report; and
B. Accept the March 31, 2009, Fiscal Agent Report.

(See Council Agenda Item No. 2)

2. Subject: Fiscal Year 2010 Recommended Operating And Capital Budget

Recommendation: That the Finance Committee hear presentations covering the
General Fund revenue estimates and growth rate assumptions, an update to the
General Fund multi-year forecast, and the status of reserve balances for all City
funds in connection with the review of the Fiscal Year 2010 Recommended
Budget.
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REGULAR CITY COUNCIL MEETING — 2:00 P.M.

CALL TO ORDER

PLEDGE OF ALLEGIANCE

ROLL CALL

CHANGES TO THE AGENDA

PUBLIC COMMENT

CONSENT CALENDAR
1. Subject: Minutes

Recommendation: That Council waive the reading and approve the minutes of
the regular meetings of April 7, and April 14, 2009.

2. Subject: March 31, 2009, Investment Report And March 31, 2009, Fiscal
Agent Report (260.02)

Recommendation: That Council:
A. Accept the March 31, 2009, Investment Report; and
B. Accept the March 31, 2009, Fiscal Agent Report.

3. Subject: Adoption Of Ordinance For Attornment Agreement With H. Oliver
Dixon, Inc., And Business First Bank (330.04)

Recommendation: That Council adopt, by reading of title only, An Ordinance of
the Council of the City of Santa Barbara Approving an Attornment Agreement
Between the City of Santa Barbara, as Lessor, H. Oliver Dixon, Inc., as Lessee,
and Business First Bank, a Division of Heritage Oaks Bank, as Lender,
Pertaining to Lease Agreement No. 21,810 Dated November 1, 2005.
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CONSENT CALENDAR (CONT’D)

4. Subject: Resolution Authorizing Financial Assistance Agreements With
The State Water Resources Control Board In The Amount Of $3,941,585 For
Non-Point Source Pollution Treatment Projects (150.02)

Recommendation: That Council adopt, by reading of title only, A Resolution of the
Council of the City of Santa Barbara Authorizing Entering into Financial Assistance
Agreements with the State Water Resources Control Board and Designating a
Representative to Sign the Financial Assistance Agreements, and any
Amendments Thereto.

5. Subject: Professional Services Contract Amendment With The University
Of California, Santa Barbara For Microbial Source Tracking (530.03)

Recommendation: That Council authorize the Parks and Recreation Director to
amend a professional services agreement with the University of California, Santa
Barbara (UCSB) to increase the scope of work in order to conduct additional
microbial source tracking in support of the Creeks Division's Laguna Channel
Watershed and Water Quality Improvement Feasibility Study, and to increase
amount of compensation by $26,201 from Measure B funds, bringing the total
contract amount to $76,193.

6. Subject: Increase Professional Services Change Order Authority For The
Santa Barbara Airport Consolidated Rental Car Project (560.04)

Recommendation: That Council approve additional Change Order expenditure
authority for Professional Services Contract No. 22,857 with Earth Systems Pacific,
due to the discovery of an underground storage tank, for the Santa Barbara Airport
Consolidated Rental Car Project, in the amount of $37,500, for a total change order
expenditure authority of $43,501.28.

7. Subject: Challenge Cost Share Agreement Between The City Of Santa
Barbara, County Of Santa Barbara, And United States Department Of
Agriculture Forest Service, Los Padres National Forest (150.01)

Recommendation: That Council authorize the Parks and Recreation Director to
enter into a Challenge Cost Share Agreement for $10,000 with the County of
Santa Barbara (County) and the United States Department of Agriculture Forest
Service, Los Padres National Forest (Forest Service) for implementation of the
Front Country Trails Management Recommendations.
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CONSENT CALENDAR (CONT’'D)

8. Subject: Community Promotion Contract With Semana Nautica (230.02)
Recommendation: That Council authorize the Finance Director to execute a
community promotion contract for Fiscal Year 2009 with Semana Nautica in the
amount of $3,182 for May 1, 2009, to August 31, 2009.

NOTICES

9. The City Clerk has on Thursday, April 23, 2009, posted this agenda in the Office
of the City Clerk, on the City Hall Public Notice Board on the outside balcony of
City Hall, and on the Internet.

10. Received a letter of resignation from Franklin Center Advisory Committee

Member Dan La Berge; the vacancy will be part of the current City Advisory
Group recruitment.

This concludes the Consent Calendar.

REPORT FROM THE FINANCE COMMITTEE

CITY COUNCIL ADMINISTRATIVE AND ATTORNEY REPORTS

ADMINISTRATIVE SERVICES DEPARTMENT

11. Subject: Possible Charter Amendments Affecting The Architectural Board
Of Review, Harbor Commission, Park Commission And Recreation
Commission, And Residency Requirements (110.01)

Recommendation: That Council:

A. Discuss interest in possible charter amendments pertaining to the size and
composition of the Architectural Board of Review, Harbor Commission, Park
Commission and Recreation Commission; and residency requirements for
boards and commissions; and

B. Provide direction to staff on how to proceed.
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PUBLIC HEARINGS

12.  Subject: Appeal Of Planning Commission Decision For 1900 Lasuen Road,
El Encanto Hotel (640.07)

Recommendation: That Council:

A. Deny the appeal filed by Marc Chytilo, attorney for Jan and Johanna von
Yurt, Robert and Elizabeth Leslie, and Farrokh and Sally Nazerian;

B. Uphold the Planning Commission adoption of the Mitigated Negative
Declaration and approval of the Modifications, Development Plans and
Transfer of Existing Development Rights for the Revised Master Plan
proposed at 1900 Lasuen Road (MST2007-00140); and

C. Direct staff to prepare a Council Resolution documenting the decision of
the City Council, making findings consistent with the Council decision, and
specifying the conditions of approval, as amended by Council.

COUNCIL AND STAFF COMMUNICATIONS

COUNCILMEMBER COMMITTEE ASSIGNMENT REPORTS

CLOSED SESSIONS
13. Subject: Conference With Legal Counsel - Potential Litigation (160.03)

Recommendation: That Council hold a closed session to consider potential
litigation pursuant to subsection (c) of section 54956.9 of the Government Code
and take appropriate action as needed.

Scheduling: Duration, 15 minutes; anytime

Report: None anticipated

14. Subject: Conference With Labor Negotiator (440.05)

Recommendation: That Council hold a closed session, per Government Code
Section 54957.6 to consider instructions to City negotiator Kristy Schmidt,
Employee Relations Manager, regarding negotiations with the General Unit,
Firefighters Association, Police Officers Association, and Police Management
Association bargaining units.

Scheduling: Duration, 30 minutes; anytime

Report: None anticipated

ADJOURNMENT
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File Code No. 120.03

CITY OF SANTA BARBARA
FINANCE COMMITTEE
SPECIAL MEETING AGENDA

DATE: April 28, 2009 Roger L. Horton, Chair
TIME: 12:00 p.m. Helene Schneider
PLACE: David Gebhard Public Meeting Room lya Falcone

630 Garden Street

James L. Armstrong Robert D. Peirson
City Administrator Finance Director

ITEMS TO BE CONSIDERED:

Subject: March 31, 2009, Investment Report And March 31, 2009, Fiscal
Agent Report

Recommendation: That the Finance Committee recommend that Council:
A. Accept the March 31, 2009, Investment Report; and
B. Accept the March 31, 2009, Fiscal Agent Report.

(See Council Agenda Item No. 2)
Subject: Fiscal Year 2010 Recommended Operating And Capital Budget

Recommendation: That the Finance Committee hear presentations covering the
General Fund revenue estimates and growth rate assumptions, an update to the
General Fund multi-year forecast, and the status of reserve balances for all City
funds in connection with the review of the Fiscal Year 2010 Recommended
Budget.



Agenda Item No. 2

File Code No. 12003

CITY OF SANTA BARBARA

FINANCE COMMITTEE AGENDA REPORT

AGENDA DATE:  April 28, 2009

TO: Finance Committee

FROM: Administration Division, Finance Department

SUBJECT: Fiscal Year 2010 Recommended Operating And Capital Budget
RECOMMENDATION:

That the Finance Committee hear presentations covering the General Fund revenue
estimates and growth rate assumptions, an update to the General Fund multi-year
forecast, and the status of reserve balances for all City funds in connection with the review
of the Fiscal Year 2010 Recommended Budget.

DISCUSSION:

On Tuesday, April 21, 2009, the Finance Committee approved the Committee’s budget
review schedule and topics in connection with the filing of the Fiscal Year 2010
Recommended Budget. The approved budget review schedule is attached to this report.

Today’s meeting will include a discussion of General Fund revenue assumptions and
projections used to develop the estimated revenues included in the fiscal year 2010
recommended budget; a review of the recently updated General Fund multi-year forecast;
and a review of City wide reserve balances.

ATTACHMENT: Finance Committee Budget Review Schedule

PREPARED BY: Robert Samario, Assistant Finance Director
SUBMITTED BY: Robert D. Peirson, Finance Director
APPROVED BY: City Administrator's Office



Attachment

CITY OF SANTA BARBARA
Finance Committee Review Schedule
Fiscal Year 2010 Recommended Budget

Meeting Date and Time

Department

Tuesday, April 28, 2009
12:00 p.m.

General Fund revenue assumptions and
projections

General Fund multi-year forecast
Review of City wide reserves

Tuesday, May 5, 2009
12:00 p.m.

Capital program budget

Tuesday, May 12, 2009
12:00 pm

General Fund department revenues and
proposed fees

Tuesday, May 19, 2009
12:00 pm

Enterprise Fund revenues and proposed
fees

Tuesday, June 2, 2009
12:00 pm

Staff recommended adjustments (if any)




CITY OF SANTA BARBARA
CITY COUNCIL MINUTES

REGULAR MEETING
April 7, 2009
COUNCIL CHAMBER, 735 ANACAPA STREET

CALL TO ORDER

Mayor Marty Blum called the joint meeting of the Council and the Redevelopment
Agency to order at 2:03 p.m. (The Finance Committee and Ordinance Committee,
which ordinarily meet at 12:30 p.m., did not meet on this date.)

PLEDGE OF ALLEGIANCE

Mayor Blum.

ROLL CALL

Councilmembers present: Roger L. Horton, Helene Schneider, Das Williams, Mayor

Blum.

Councilmembers absent: lya G. Falcone, Dale Francisco, Grant House.

Staff present. City Administrator James L. Armstrong, City Attorney Stephen P. Wiley,

Deputy City Clerk Brenda Alcazar.

CEREMONIAL ITEMS

1. Subject: Employee Recognition - Service Award Pins (410.01)
Recommendation: That Council authorize the City Administrator to express the
City’s appreciation to employees who are eligible to receive service award pins

for their years of service through April 30, 20009.

Speakers:
Staff: City Administrator James Armstrong.

Councilmember Francisco entered the meeting at 2:04 p.m. Councilmember Falcone
entered the meeting at 2:07 p.m.

(Cont’d)
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(Cont'd)
Action: By consensus, the Council recognized the following employees:

5-Year Pin
Paul Lopez, Street Maintenance Worker, Public Works

10-Year Pin
Kathleen Goo, Commission Secretary, Community Development
Melinda Jackson, Administrative Specialist, Public Works
Kimberly Thaler-Strange, Administrative Specialist, Public Works
Jill Zachary, Assistant Parks and Recreation Director, Parks and Recreation

25-Year Pin
Alex Altavilla, Police Captain, Police
Kevin Harris, Grounds Maintenance Worker, Parks and Recreation

Subject: Proclamation Declaring The Month Of April As DMV/Donate A Life
California Month (120.04)

Action: Proclamation presented to Joe Darga and Priscilla Marcus.

Subject: Letter Of Recognition Naming David Starkey Poet Laureate For The
City Of Santa Barbara (120.08)

Speakers:
Poet Laureates: Perie Longo and David Starkey.

Councilmember House entered the meeting at 2:13 p.m.

Action: Letter of Recognition presented to David Starkey.

CHANGES TO THE AGENDA

ltem Removed from Agenda

City Administrator James L. Armstrong stated that the following item was removed from
the Agenda and will be brought back to the Council at a future date:

16.

Subject: Upper State Street Setbacks (640.09)

Recommendation: That Council direct staff to initiate possible amendments to the
Upper State Street Area Special District Zone setback standards, Santa Barbara
Municipal Code Chapter 28.45, in order to accommodate the future
transportation needs of the street.
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PUBLIC COMMENT

Speakers: Mr. McCollum, SOS Advocacy Group; Kate Smith; Nancy Tunnell; Richard
Robinson, COP; Gert Walter; Beebe Longstreet; Ken Loch.

Councilmember Falcone left the meeting at 2:15 p.m. and returned at 2:40 p.m.

ITEM REMOVED FROM CONSENT CALENDAR

13.

Subject: Set A Date for Public Hearing Regarding Appeals Of Architectural
Board Of Review Preliminary Approval For 1298 Coast Village Road (640.07)

Recommendation: That Council set the date of May 5, 2009, at 6:00 p.m. for
hearing the appeals filed by 1) Save Coast Village Road and 2) Anthony Fischer,
Attorney, representing Protect Our Village, of the Architectural Board of Review
Preliminary Approval of an application for property owned by Olive Oil & Gas, LP,
and located at 1298 Coast Village Road, Assessor’s Parcel No. 009-230-043,
C-1/R-2/SD3 Limited Commercial/Two-Family Residence/Coastal Overlay
Zones, General Plan Designation: General Commercial. The project proposes
the demolition of an existing gas station and service bays and construction of a
new three-story, mixed-use building on an 18,196 square-foot lot. The new
building would consist of 4,800 square feet of commercial space on the ground
floor and 8 residential units totaling 12,192 square feet on the second and third
floors.

Speakers:
- Members of the Public: Tony Fischer, Attorney representing Protect Our
Village.
- Staff: City Clerk Services Manager Cynthia Rodriguez, City Administrator
James Armstrong.

Motion:
Councilmembers House/Falcone to continue this item for one week and to
direct staff to work with the applicant and appellants in order to try to find a
mutually agreeable hearing date.

Amendment Motion:
Councilmembers House/Falcone to continue this item for one week and to
direct staff to work with the applicant and appellants in order to try to find a
mutually agreeable hearing date to be no later than June 2.

Vote on Amendment Motion:
Unanimous voice vote.
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CONSENT CALENDAR (Item Nos. 3 - 12 and 14)

The titles of the resolutions were read.

Motion:

Vote:

Councilmembers Horton/Schneider to approve the Consent Calendar as
recommended.

Unanimous roll call vote.
Subject: Minutes

Recommendation: That Council waive the reading and approve the minutes of
the regular meeting of March 17 and the special meeting of March 24, 2009.

Action: Approved the recommendation.
Subject: Records Destruction For Fire Department (160.06)

Recommendation: That Council adopt, by reading of title only, A Resolution of
the Council of the City of Santa Barbara Relating to the Destruction of Records
Held by the Fire Department in the Administration Division.

Action: Approved the recommendation; Resolution No. 09-015 (April 7, 2009,
report from the Fire Chief; proposed resolution).

Subject: Proposed Increase To Animal Control Fees (520.05)

Recommendation: That Council adopt, by reading of title only, A Resolution of
the Council of the City of Santa Barbara Amending Resolution No. 08-060,
Establishing Certain Dog Licensing Fees, Adjusting Animal Control Fees, and
Rescinding Resolution Nos. 07-052, 07-085, and 08-013.

Action: Approved the recommendation; Resolution No. 09-016 (April 7, 2009,
report from the Police Chief; proposed resolution).

Subject: Mission Creek Fish Passage - Accept Grant Funding For Design Of
CalTrans Channel Steelhead Migration Barrier Removal (530.03)

Recommendation: That Council

A. Adopt, by reading of title only, A Resolution of the Council of the City of
Santa Barbara Authorizing the Parks and Recreation Director to Accept
Grant Funds and Execute a Grant Agreement for $500,000 from the
California Department of Fish and Game (CDFG) Fisheries Restoration
Grant Program for the Mission Creek Fish Passage Project at the
CalTrans Channel; and

(Cont'd)
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7. (Cont'd)

B. Increase the appropriation and estimated revenue by $500,000 in the
Creeks Division Capital Fund for the Mission Creek Fish Passage Project
at the CalTrans Channel.

Action: Approved the recommendations; Resolution No. 09-017; Agreement
No. 23,084 (April 7, 2009, report from the Parks and Recreation Director;
proposed resolution).

8. Subject: Resolution Authorizing Submission Of Grant Applications Totaling
$3,941,585 For Stimulus Funds For Non-Point Source Pollution Treatment
Projects (530.04)

Recommendation: That Council adopt, by reading of title only, A Resolution of
the Council of the City of Santa Barbara Authorizing the Parks and Recreation
Director to Submit Applications to the State Water Resources Control Board for a
Financing Agreement for the Catch Basin Inlet Storm Drain Screens Project, the
Parking Lot Storm Water Retrofit Project, and the Upper Las Positas Creek
Restoration and Storm Water Management Project.

Action: Approved the recommendation; Resolution No. 09-018 (April 7, 2009,
report from the Parks and Recreation Director; proposed resolution).

9. Subject: Two-Year Extension Of A Professional Services Contract For
Independent Audit Services For The City’s Annual Financial Statements For The
Fiscal Years Ending June 30, 2009, And 2010 (250.02)

Recommendation: That Council approve and authorize the Finance Director to
execute the First Amendment to Santa Barbara City Agreement No. 21,950, a
two-year extension of the professional services contract with Caporicci & Larson,
Certified Public Accountants (Caporicci & Larson) for the audit of the City’s
annual financial statements for the Fiscal Years ending June 30, 2009, and 2010,
for an amount not to exceed $58,250 per year ($116,500 total).

Action: Approved the recommendation; Agreement No. 21,950.1 (April 7, 2009,
report from the Finance Director).

10. Subject: Human Services Contract Assignments For Homeless Shelter Meal
And Domestic Violence Intervention Programs (230.02)

Recommendation: That Council:

A. Authorize the assignment of Community Kitchen Human Services
Contract No. 22,729 in the remaining amount of $26,000 for the period of
January 1 - June 30, 2009, to Casa Esperanza for operation of the
Homeless Shelter Meal Program; and

(Cont'd)
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10.

11.

12.

(Cont'd)

B. Authorize the assignment of Domestic Violence Solutions Human Services
Contract No. 22,733 in the remaining amount of $4,750 for the period of
January 1 - June 30, 2009, to Zona Seca for operation of the Domestic
Violence Intervention Program.

Action: Approved the recommendations; Contract Nos. 23,085 and 23,086
(April 7, 2009, report from the Community Development Director).

Subject: Integrated Regional Water Management Plan Update And Proposition
84 Grant Application - Memorandum Of Understanding (540.08)

Recommendation: That Council authorize the Public Works Director to execute a
Memorandum of Understanding among various public agency cooperating
partners in Santa Barbara County for Administration of the Santa Barbara
Countywide Integrated Regional Water Management Plan (IRWMP) revision and
Proposition 84 Grant Application, with the City’s share for the consultant services
provided to Dudek Consultants and Kevin Walsh, County contract employee, with
expenses not to exceed $23,000.

Action: Approved the recommendation; Agreement No. 23,087 (April 7, 2009,
report from the Public Works Director).

Subject: Rejection Of Santa Barbara Golf Club Safety Plan Implementation And
Upper Las Positas Storm Water Improvement Project Bids (570.02)

Recommendation: That Council reject the bids for construction of the Santa
Barbara Golf Club Safety Plan Implementation and Upper Las Positas Storm
Water Improvement Project, Bid No. 3463A, and direct staff to re-bid the project.

Action: Approved the recommendation (April 7, 2009, joint report from the Public
Works Director and the Parks and Recreation Director).

NOTICES

14.

The City Clerk has on Thursday, April 2, 2009, posted this agenda in the Office of
the City Clerk, on the City Hall Public Notice Board on the outside balcony of City
Hall, and on the Internet.

This concluded the Consent Calendar.
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REDEVELOPMENT AGENCY REPORTS

15.  Subject: Children’s Museum Of Santa Barbara - Request For Preliminary
Community Priority Designation And Approval Of Memorandum Of
Understanding (640.09)

Recommendation:

A. That Council make a preliminary finding that the proposed children’s
museum at 125 State Street meets a present need directly related to
general welfare, and grant the project a Preliminary Community Priority
Designation for 2,500 square feet of floor area; and

B. That the Agency Board approve the Memorandum of Understanding with
the Children’s Museum of Santa Barbara regarding negotiations
concerning the possible development of a children’s museum at 125 State
Street and authorize the Executive Director to execute the Memorandum
of Understanding in a form acceptable to Agency Counsel.

Documents:
- April 7, 2009, report from the Community Development Director/Deputy
Director.
- April 7, 2009, PowerPoint presentation prepared and made by staff.

Speakers:

- Staff: Redevelopment Supervisor Brian Bosse, Redevelopment Specialist
Marck Aguilar, Associate Planner Daniel Gullett.

- Children’s Museum of Santa Barbara: Sheila Cushman, Executive
Director; Yazmin Garcia and Alondra Taboada, 4th Grade Students, Cesar
Chavez School; Board Member Gordon Auchincloss; Paul Selwyn;
Lawrence Thompson.

- Members of the Public: Steve Cushman, Santa Barbara Chamber of
Commerce; Taylor Barnes; Caroline Harrah.

Motion:
Council/Agency Members House/Horton to approve the
recommendations; Redevelopment Agency Agreement No. 516.
Vote:
Unanimous voice vote.

RECESS

3:46 p.m. - 4:01 p.m. Councilmembers Falcone and Williams were absent when the
Council reconvened.
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CITY COUNCIL ADMINISTRATIVE AND ATTORNEY REPORTS

PUBLIC WORKS DEPARTMENT

17.  Subject: Underground Utility Assessment District Program Update And
Proposed Program Enhancements (530.07)

Recommendation: That Council:

A. Receive an update on the Underground Utility Assessment District
(UUAD) Program (Program);

B. Approve adding a Program Neighborhood Level of Support Threshold
(Support Threshold); and

C. Approve initiating a Financial Assistance Loan Program for UUAD
Property Owners, and refer to the Finance Committee to establish the
Loan Program parameters.

Documents:
- April 7, 2009, report from the Public Works Director.
- April 7, 2009, PowerPoint presentation prepared and made by staff.
- July 2006 study titled "Out of Sight, Out of Mind?" submitted by Tony
Black.
- April 7, 2009, written comments from Asha and George DeMarco.

Councilmembers Falcone and Williams returned to the meeting at 4:03 p.m.

Speakers:
- Staff: Principal Civil Engineer John Ewasiuk, Finance Director Robert
Peirson, City Attorney Stephen Wiley.
- Members of the Public: Tony Black, Stacy Shepherd, April Walstad, Earl
Morley, Steve Chang, Ken Mueller, Deborah Anderson, Fred Keller, David
Pritchett and George Conk.

Motion:
Councilmembers Williams/Falcone to establish the level of support
thresholds of 85% of the property owners for the initial petition
requirement and 80% at the final weighted vote stage, and direct staff to
estimate the yearly budget for this program to determine if all funds should
be used for undergrounding.

Vote:
Majority voice vote (Noes: Councilmember Horton).

Motion:
Councilmembers Williams/Horton to direct staff to work with the Finance
Committee at a later date to consider a financial assistance loan program.
Vote:
Majority voice vote (Noes: Councilmember Francisco).
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CHANGES TO AGENDA (CONT’'D)

ltems Removed from Agenda

By consensus, the Council agreed to defer the following items until a future date:

19.  Subject: Public Employee Performance Evaluation - Government Code Section
54957 (170.01)

Recommendation: That Council hold a closed session for a Public Employee
Performance Evaluation per Government Code Section 54957.
Title: City Administrator
Scheduling: Duration, 40 minutes; anytime
Report: None anticipated
(Continued from March 17, 2009, Item No. 11)

20.  Subject: Public Employee Performance Evaluation - Government Code Section
54957 (160.01)

Recommendation: That Council hold a closed session for a Public Employee
Performance Evaluation per Government Code Section 54957.

Title: City Attorney

Scheduling: Duration, 40 minutes; anytime

Report: None anticipated

RECESS

6:05 p.m. - 6:09 p.m. Councilmembers Falcone and Williams were absent when the
Council reconvened.

CITY COUNCIL ADMINISTRATIVE AND ATTORNEY REPORTS (CONT'D)

PUBLIC WORKS DEPARTMENT (CONT'D)

18.  Subject: Measure D One-Year Local Program Of Projects For Fiscal Year 2010
(150.04)

Recommendation: That Council adopt, by reading of title only, A Resolution of
the Council of the City of Santa Barbara Adopting the Measure D One-Year Local
Program of Projects for Fiscal Year 2010.

Documents:
- April 7, 2009, report from the Public Works Director.

- April 7, 2009, PowerPoint presentation prepared and made by staff.
- Proposed Resolution.

(Cont’'d)

4/7/2009 Santa Barbara City Council Minutes Page 9



18. (Cont'd)

The title of the resolution was read.

Councilmember Williams returned to the meeting at 6:10 p.m.

Speakers:

Staff: Principal Civil Engineer John Ewasiuk, Transportation Manager
Browning Allen.
Transportation and Circulation Committee: Chair David Pritchett.

Motion:

Vote:

Councilmembers House/Horton to approve the recommendation and to
prioritize the city’s support for the Metropolitan Transit District through the
gap between the effective date of Measure A and the first payment, should
it become necessary; Resolution No. 09-019.

Majority roll call vote (Noes: Councilmember Francisco; Absent:
Councilmember Falcone).

ADJOURNMENT

Mayor Blum adjourned the meeting at 6:35 p.m.

SANTA BARBARA CITY COUNCIL SANTA BARBARA

CITY CLERK'S OFFICE

ATTEST:
MARTY BLUM BRENDA ALCAZAR, CMC
MAYOR DEPUTY CITY CLERK
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CITY OF SANTA BARBARA
CITY COUNCIL MINUTES

REGULAR MEETING
April 14, 2009
COUNCIL CHAMBER, 735 ANACAPA STREET

CALL TO ORDER

Mayor Pro Tempore Dale Francisco called the joint meeting of the Council and the
Redevelopment Agency to order at 2:03 p.m. (The Finance Committee met at
12:30 p.m. The Ordinance Committee, which ordinarily meets at 12:30 p.m., did not
meet on this date.)

PLEDGE OF ALLEGIANCE

Mayor Pro Tempore Francisco.

ROLL CALL

Councilmembers present: Roger L. Horton, Grant House, Helene Schneider, Das
Williams, Mayor Pro Tempore Francisco.

Councilmembers absent: lya G. Falcone, Mayor Marty Blum.

Staff present: City Administrator James L. Armstrong, City Attorney Stephen P. Wiley,
Deputy City Clerk Susan Tschech.

CEREMONIAL ITEMS

1. Subject: Proclamation Declaring April 2009 As Autism Awareness Month
(120.04)

Action: Proclamation presented to Marcia Eichelberger and Sandy Shove,
representing the Santa Barbara Chapter of the Autism Society of America.

2. Subject: Proclamation Declaring April 2009 As Children And Nature Awareness
Month (120.04)

Proclamation presented to Terry Brown and Kim Coley, City of Santa Barbara

Parks and Recreation Department employees, and to Andrew Lindsey,
representing San Roque School.
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3. Subject: Proclamation Celebrating The Commissioning Of The U.S.S. Stockdale
(120.04)

Action: Proclamation presented to Santa Barbara Navy League representatives
Karen Crawford, President, and Doug Crawford, Vice President.

PUBLIC COMMENT
Speakers: Fred Kuhlmann; Kate Smith; Paul Giuliano, Mayor of Moonee Valley,
Australia; Hans Kistner; Richard Robinson; George Green, Service Employees
International Union Local 620.
CONSENT CALENDAR (Item Nos. 4 — 8 and 12)
The title of the resolution related to Item No. 7 was read.
Motion:
Councilmembers Schneider/Horton to approve the Consent Calendar as
recommended.
Vote:
Unanimous roll call vote (Absent: Councilmember Falcone, Mayor Blum).
4. Subject: Minutes

Recommendation: That Council waive the reading and approve the minutes of
the regular meetings of March 24, 2009, and March 31, 2009 (cancelled).

Action: Approved the recommendation.

5. Subject: Fiscal Year 2009 Interim Financial Statements For The Seven Months
Ended January 31, 2009 (250.02)

Recommendation: That Council accept the Fiscal Year 2009 Interim Financial
Statements for the Seven Months Ended January 31, 2009.

Action: Approved the recommendation (April 14, 2009, report from the Finance
Director).

6. Subject: Fiscal Year 2009 Interim Financial Statements For The Eight Months
Ended February 28, 2009 (250.02)

Recommendation: That Council accept the Fiscal Year 2009 Interim Financial
Statements for the Eight Months Ended February 28, 2009.

Action: Approved the recommendation (April 14, 2009, report from the Finance
Director).
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7. Subject: Records Destruction For Airport Department (160.06)

Recommendation: That Council adopt, by reading of title only, A Resolution of
the Council of the City of Santa Barbara Relating to the Destruction of Records
Held by the Airport Department in the Administration Office.

Action: Approved the recommendation; Resolution No. 09-020 (April 14, 2009,
report from the Airport Director; proposed resolution; April 12, 2009, letter from
Paula Westbury).

8. Subject: Approval Of Purchase Order For Emergency Sewer Main Repair
(540.13)

Recommendation: That Council retroactively approve $28,727 in a Purchase
Order to Tierra Contracting Company (Tierra) for emergency sewer main repair.

Action: Approved the recommendation (April 14, 2009, report from the Public
Works Director).

Agenda Item Nos. 9 — 11 appear in the Redevelopment Agency minutes.
NOTICES

12.  The City Clerk has on Thursday, April 9, 2009, posted this agenda in the Office of
the City Clerk, on the City Hall Public Notice Board on the outside balcony of City
Hall, and on the Internet.

This concluded the Consent Calendar.
REPORT FROM THE FINANCE COMMITTEE

Finance Committee Chair Roger Horton reported that the Committee met to review
financial statements for both the City and the Redevelopment Agency for two time
periods, the seven months ended January 31, 2009, and the eight months ended
February 28, 2009; these statements were approved by the Council/Agency Board as
part of this agenda's Consent Calendar (Item Nos. 5, 6, 10, and 11). The Committee
also considered Staff recommendations related to the City's financing of the Airport's
Joint Use Rental Car Facility; these recommendations will be presented to the full
Council as Agenda Item No. 17.
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CITY COUNCIL ADMINISTRATIVE AND ATTORNEY REPORTS

ADMINISTRATIVE SERVICES DEPARTMENT

13.

Subject: Set A Date For Public Hearing Regarding Appeals Of Architectural
Board Of Review Preliminary Approval For 1298 Coast Village Road

Recommendation: That Council set the date of May 5, June 9, or June 23, 2009,
at 6:00 p.m. for hearing the appeals filed by 1) Save Coast Village Road and 2)
Anthony Fischer, Attorney, representing Protect Our Village, of the Architectural
Board of Review Preliminary Approval of an application for property owned by
Olive Oil & Gas, LP, and located at 1298 Coast Village Road.

(Continued from April 7, 2009, Item No. 13)

Documents:
April 14, 2009, report from the Administrative Services Director.

Speakers:
- Staff: Deputy City Clerk Susan Tschech, City Administrator James
Armstrong, City Attorney Stephen Wiley.
- Members of the Public: Attorney Douglas Fell, representing the Applicant.

Motion:
Councilmember House/ to set the date of May 5, 2009, at 6:00 p.m. for
hearing the appeals of this decision by the Architectural Board of Review.

This motion was withdrawn.

Motion:
Councilmembers House/Williams to continue this item to later in the
meeting.

Vote:
Unanimous voice vote (Absent: Councilmember Falcone, Mayor Blum).

FIRE DEPARTMENT

14.

Subject: Introduction Of Ordinance For Amendments To The 2007 Fire Code
(520.03)

Recommendation: That Council introduce, and subsequently adopt, by reading
of title only, An Ordinance of the Council of the City of Santa Barbara Amending
Subsection E of Section 8.04.020 and Subsections C and D of Section 22.04.020
of the Santa Barbara Municipal Code Concerning Local Requirements for the
Installation of Automatic Fire Sprinklers.

(Cont'd)
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14. (Cont'd)

Documents:
- April 14, 2009, report from the Fire Chief.
- Proposed Ordinance.
- PowerPoint presentation prepared and made by Staff.
- April 12, 2009, letter from Paula Westbury.

The title of the ordinance was read.

Speakers:
Staff: Fire Marshal Joseph Poiré.

Motion:

Councilmembers Schneider/Horton to approve the recommendation.
Vote:

Unanimous voice vote (Absent: Councilmember Falcone, Mayor Blum).

ADMINISTRATIVE SERVICES DEPARTMENT (CONT'D)

13. Subject: Set A Date For Public Hearing Re 1298 Coast Village Road (Cont'd)

Speakers:

- Members of the Public: Attorney Tony Fischer, representing Protect Our
Village.

Motion:
Councilmembers Williams/Schneider to continue this item for one week
and direct Staff to attempt to obtain agreement from all parties to schedule
this public hearing for a date no later than June 2, 2009.

Vote:
Majority voice vote (Noes: Councilmember Horton, Mayor Pro Tempore
Francisco; Absent: Councilmember Falcone, Mayor Blum).

PUBLIC WORKS DEPARTMENT

15. Subject: Cachuma Conservation Release Board Draft Budget (540.03)

Recommendation: That Council review the draft Fiscal Year 2010 budget for the
Cachuma Conservation Release Board (CCRB).

Documents:
April 14, 2009, report from the Public Works Director.

(Cont'd)
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15. (Cont'd)

Speakers:
Staff: Water Resources Manager Rebecca Bjork.

By consensus, the Council received the report.
RECESS

3:28 p.m. - 3:43 p.m. Councilmember Williams was absent when the Council
reconvened.

CITY COUNCIL ADMINISTRATIVE AND ATTORNEY REPORTS (CONT'D)

FINANCE DEPARTMENT

16.  Subject: Composting Contract For Business Foodscrap Recovery Program
(630.01)

Recommendation: That Council direct and authorize the Finance Director or his
or her designee to negotiate and execute a contract which terminates on or
before June 30, 2010, with Engel & Gray, Inc., of Santa Maria, to transport and
compost foodscraps collected from businesses through the City’s Foodscraps
Recovery and Composting Program for not more than $50 per ton and for a total
contract amount not to exceed $100,000.

Documents:
- April 14, 2009, report from the Assistant Finance Director.
- April 12, 2009, letter from Paula Westbury.

Speakers:
Staff: Environmental Services Supervisor Stephen Macintosh, Assistant
Finance Director Robert Samario, City Attorney Stephen Wiley.

Motion:
Councilmembers Schneider/Horton to approve the recommendation;
Contract No. 23,090.

Vote:
Unanimous voice vote (Absent: Councilmembers Falcone, Williams,
Mayor Blum).
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17.  Subject: Airport Terminal Project - City Financing Of Joint Use Rental Car
Facility (560.04)

Recommendation: That Council:

A Authorize the Airport Director to execute, in a form acceptable to the City
Attorney, Amendment Number 2 to the Airport Promissory Note dated July
1, 2008, in the amount of $7.8 million, to extend the maturity date of said
promissory note from June 30, 2009 to July 13, 2009;

B. Authorize the Airport Director to execute, in a form acceptable to the City
Attorney, a $7.3 million Airport Promissory Note at an interest rate of the
higher of 6:57.0% or the LAIF rate, but not to exceed 9%, and with a 20-
year term, to finance the recently constructed Joint Use Rental Car
Facility; and

C. Authorize the Finance Director to purchase the Airport’s 20-year Airport
Promissory Note on behalf of the City’s investment portfolio.

Documents:
- April 14, 2009, report from the Finance Director.
- April 12, 2009, letter from Paula Westbury.

Speakers:
Staff: Finance Director Robert Peirson, who included in his presentation a
request to revise recommendation B as shown above, per the Finance
Committee’s consideration of this issue earlier today.

Motion:
Councilmembers Horton/House to approve the recommendations as
revised.

Vote:
Unanimous voice vote (Absent: Councilmembers Falcone, Williams,
Mayor Blum).

RECESS
Mayor Pro Tempore Francisco recessed the meeting at 4:16 p.m. in order for the

Council to reconvene in closed session for Agenda Item No. 18, and he stated there
would be no reportable action taken during the closed session.
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CLOSED SESSIONS
18.  Subject: Conference With Legal Counsel - Pending Litigation (160.03)

Recommendation: That Council hold a closed session to consider pending
litigation pursuant to subsection (a) of section 54956.9 of the Government Code
and take appropriate action as needed. The pending litigation is James Ryden,
et al., v. City of Santa Barbara, et al., USDC Case Number: CV 09-1578 SVW
(SSx).

Scheduling: Duration, 15 minutes; anytime

Report: None anticipated

Documents:
April 14, 2008, report from the City Attorney.

Time:
4:20 p.m. - 5:05 p.m. Councilmembers Falcone and Williams and Mayor
Blum were absent.

No report made.

ADJOURNMENT

Mayor Pro Tempore Francisco adjourned the meeting at 5:05 p.m.

SANTA BARBARA CITY COUNCIL SANTA BARBARA
CITY CLERK'S OFFICE

ATTEST:
DALE FRANCISCO SUSAN TSCHECH, CMC
MAYOR PRO TEMPORE DEPUTY CITY CLERK
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Agenda Item No.

File Code No. 26002

CITY OF SANTA BARBARA

COUNCIL AGENDA REPORT

AGENDA DATE:  April 28, 2009

TO: Mayor and Councilmembers
FROM: Treasury Division, Finance Department
SUBJECT: March 31, 2009, Investment Report And March 31, 2009, Fiscal

Agent Report
RECOMMENDATION: That Council:

A. Accept the March 31, 2009, Investment Report; and
B. Accept the March 31, 2009, Fiscal Agent Report.

DISCUSSION:

The City's investment reporting schedule requires staff to submit a comprehensive
report on the City portfolio on a quarterly basis. Therefore, this report will cover
investment activity for January through March, 2009.

Against the backdrop of a deepening global economic downturn, financial markets
exhibited continued volatility throughout the first calendar quarter of 2009. According to
final estimates released by the Bureau of Economic Analysis, the real gross domestic
product (GDP), the broadest measure of the health of the U.S. economy, decreased at
an annual rate of 6.3% during the fourth quarter of 2008. This marked the worst decline
since the first quarter of 1982. The negative GDP indicated declines in exports,
consumer spending, and business investments. Consumer confidence levels
plummeted during the quarter, and deteriorating market conditions pushed the
unemployment rate to 8.5% in March, its highest level in nearly twenty-six years.
Consumers’ economic outlook remained pessimistic, amid worries of job losses, falling
incomes, and declining housing wealth.

The U.S. government enacted a myriad of fiscal programs, and spending initiatives

during the quarter in an effort U.S. Treasury Market
to promote economic 12/31/2008 | 1/31/2009 | 2/28/2000 | 3/31/2009 Cucnr:maﬂve
recovery and  stabilize noe
financial markets Actions Mot 0.01% 0.23% 0.27% 0.21% 0.20%
. : 6 Month 0.26% 0.34% 0.43% 0.41% 0.15%
included ’ the Treasury ™ vea 0.34% 0.47% 0.68% 0.54% 0.20%
Department’s Flna_nC|a| 2 Year 0.76% 0.95% 0.97% 0.80% 0.04%
Stability Plan, President 3 Year 0.97% 1.33% 1.37% 1.12% 0.15%
Obama’s $787 billion 4 Year 1.26% 1.60% 1.68% 1.39% 0.13%
economic stimulus package, 5 Year 1.55% 1.88% 1.98% 1.65% 0.10%
aggressive monetary action 30 Year 2.68% 3.58% 3.71% 3.54% 0.86%
LAIF 2.35% 2.05% 1.87% 1.82% -0.53%

by the Federal Reserve. The
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Federal Reserve Bank’s Open Market Committee maintained the federal funds rate at a
target range of 0-1/4%, and reiterated that the rate is likely to remain exceptionally low
“for an extended period.” In March, the Fed increased the size of its balance sheet by
announcing plans to buy $300 billion in long-term Treasury securities, and purchasing
$750 billion of agency mortgage-backed securities. This direct action drove the yield on
the benchmark treasury rate down, prompting a surge of mortgage refinancing activity
at quarter-end.

Investment Activity

As shown in the table below, the City invested $19.7 million during the quarter. The
purchases consisted of “AAA” rated Federal Agency securities, of which $12 million are
callable, and $7.7 million are bullets. $17 million of “AAA” rated Federal Agency
securities were called during the quarter, and maturities for the quarter totaled $12
million. The weighted average yield to maturity on the quarter's purchases totaled
2.527%, compared to that of 4.514% on the quarter’s called and matured investments.
The rate at which the City earned interest at LAIF was 1.91% for the quarter ending

Face Purchase Final Call Yield Yield
Issuer Amount Date Maturity Date To Call To Maturity
Purchases:
Federal Home Loan Bank (FHLB) $ 2,000,000 | 02/26/09 02/24/14 02/24/10 3.301% 3.261%
Federal National Mortgage Assn. (FNMA) 2,000,000 | 02/27/09 02/24/12 02/24/11 2.250% 2.250%
Federal Farm Credit Bank (FFCB) 2,000,000 | 03/04/09 03/02/12 03/02/10 2.370% 2.370%
Federal Farm Credit Bank (FFCB) 2,000,000 | 03/04/09 01/17/12 - - 2.000%
Federal Home Loan Bank (FHLB) 1,700,000 | 03/04/09 06/08/12 - - 2.110%
Federal National Mortgage Assn. (FNMA) 2,000,000 | 03/18/09 09/18/12 03/18/11 2.500% 2.500%
Federal Farm Credit Bank (FFCB) 2,000,000 | 03/05/09 03/04/13 - - 2.600%
Federal Home Loan Mortgage Corp. (FHLMC) 2,000,000 | 03/24/09 03/24/14 06/24/09 3.500% 3.500%
Federal National Mortgage Assn. (FNMA) 2,000,000 | 03/23/09 03/23/12 09/23/10 2.000% 2.500%
Federal Farm Credit Bank (FFCB) 2,000,000 | 03/06/09 04/24/12 - - 2.120%
Total Purchases $ 19,700,000
Calls:
Federal Home Loan Bank (FHLB) $ 2,000,000 | 04/02/08 04/02/13 01/02/09 4.150% 4.150%
Federal Home Loan Mortgage Corp. (FHLMC) 2,000,000 | 01/09/08 01/09/12 01/09/09 4.250% 4.250%
Federal Home Loan Mortgage Corp. (FHLMC) 2,000,000 04/16/08 04/16/13 01/16/09 4.000% 4.000%
Federal Home Loan Bank (FHLB) 2,000,000 | 02/13/08 02/13/13 02/13/09 4.553% 4.001%
Federal Home Loan Bank (FHLB) 2,000,000 | 02/17/06 02/17/11 02/17/09 5.020% 5.020%
Federal Home Loan Mortgage Corp. (FHLMC) 5,000,000 06/04/08 06/04/13 03/04/09 4.550% 4.550%
Federal Home Loan Mortgage Corp. (FHLMC) 2,000,000 | 03/26/08 03/26/13 03/26/09 4.200% 4.200%
Total Calls $ 17,000,000
Maturities:
Federal Farm Credit Bank (FFCB) $ 2,000,000 | 01/29/07 01/22/09 - - 5.150%
U.S. Treasury Note (USTN) 2,000,000 | 02/01/06 02/15/09 - - 4.501%
Federal Farm Credit Bank (FFCB) 2,000,000 | 06/02/06 02/18/09 - - 5.280%
Federal National Mortgage Assn. (FNMA) 2,000,000 | 01/12/07 02/24/09 - - 5.000%
Federal National Mortgage Assn. (FNMA) 2,000,000 04/17/07 03/06/09 - - 5.001%
Federal Home Loan Bank (FHLB) 2,000,000 | 10/01/08 03/30/09 - - 3.520%
Total Maturities $ 12,000,000

March 31, 2009. Staff expects to reinvest a portion of the City’s LAIF balances in short-
term securities during the next quarter.
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Summary of Cash and Investments

During the quarter, the City’s book rate of return Days to
decreased by 45.7 basis points, from 4.038% at | Mo.Ended| Yield Maturity
December 31, 2008 to 3.581% at March 31, 2009. The |12/31/2008] 4.038% 471
portfolio yield continues to decline through the attrition | 1/31/2009 | 3.784% | 388
of higher-yielding securities, and reinvestment at gg?gggg g'g;?;’ jgé
considerably lower market rates. The portfolio’s ' >
average days to maturity decreased by 25 days, from 471 to 446 days.

Credit Quality on Corporate Notes

The table on the following page summarizes the credit ratings on corporate securities
held in the City’s portfolio. Over the course of the quarter ending March 31, 2009, there
have been credit quality changes to three corporate issuers as detailed below.

On March 23rd, Moody’s Investors Service (Moody’s) downgraded General Electric Co.
(GE) and its finance arm, GE Capital Corp. (GECC), by two notches, from Aaa to AaZ2.
This followed Standard & Poor’s (S&P) single notch ratings reduction to AA+ from AAA,
which took place on March 12. The rating agencies cited concerns that GECC is under
increased earnings pressure due to the global economic downturn. Moody’s and S&P
have a stable outlook on both ratings, as the agencies believe that GECC will improve
liquidity and leverage this year. As of March 31, 2009, the City's GECC holdings
accounted for 4.28% of the portfolio.

On February 6th, Moody’'s and S&P simultaneously downgraded Toyota Motor
Corporation’s credit ratings by one notch. Credit ratings agencies have been lowering
ratings on automakers, as global sales have slumped due to decreased demand.
Moody’s stated that Toyota’s downgrade was “driven by the significantly impaired state
of profitability at Toyota, due in turn to the severe nature of market conditions
surrounding the global auto industry.” S&P states that the ratings “could come under
further downward pressure if deterioration in the business environment continues for an
extended period or if the company is unable to maintain its ability to keep its cash flow
and cash position within appropriate levels...” The Moody’s and S&P ratings on Toyota
Motor Credit Corporation (TMCC) now stand at Aal and AA+, respectively. The City
currently holds a $2 million TMCC note, representing 1.22% of the portfolio.

Moody’s twice downgraded Wells Fargo and Co. (WFC) during the quarter. On January
6th, Wells Fargo’s senior debt ratings were cut two notches from Aal to Aa3. The
downgrade was attributed to concerns regarding the acquisition of Wachovia, and the
inherent risk of losses stemming from Wachovia’'s loan portfolio. On March 25th,
Moody’s cut ratings on both Wells Fargo, as well as Bank of America, citing concerns
that they would need additional capital from the government. Moody’s stated that
“Wells Fargo’s capital ratios could come under pressure in the short-term, increasing
the probability that systemic support will be needed.” Moody's expects that any
government support would be favorable to senior bondholders. The senior-debt rating
for Wells was cut by one notch from Aa3 to A1l. The City currently holds $4 million in
Wells Fargo notes, which in total represent 2.44% of the portfolio.
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QUALITY QUALITY QUALITY
RATING at RATING AS OF RATING AS OF
PURCHASE| MATURITY PURCHASE 12/31/08 3/31/09
ISSUER DATE DATE MOODY'S|S & P MOODY'S|S & P MOODY'S |S & P
BERKSHIRE HATHAWAY FIN 01/15/08 01/15/10 Aaa AAA Aaa AAA Aaa AAA
GENERAL ELECTRIC CAPITAL CORP | 04/17/07 06/15/09 Aaa AAA Aaa AAA Aa2 AA+
GENERAL ELECTRIC CAPITAL CORP | 02/10/06 06/15/09 Aaa AAA Aaa AAA Aa2 AA+
GENERAL ELECTRIC CAPITAL CORP | 08/15/06 09/15/09 Aaa AAA Aaa AAA Aa2 AA+
GENERAL ELECTRIC CAPITAL CORP | 01/10/07 02/22/11 Aaa AAA Aaa AAA Aa2 AA+
TOYOTA MOTOR CREDIT 10/19/06 03/15/10 Aaa AAA Aaa/*- AAA Aal AA+
WELLS FARGO & CO. 10/10/06 08/09/10 Aal AA Aal/*- AA Al AA
WELLS FARGO & CO. 05/30/07 01/12/11 Aal AA+ Aal/*- AA Al AA

Per the City’s Investment Policy, Section VII.A.5, investments in any one “AA” rated
corporate issuer is limited to no more than 5% of the portfolio, and investments in any
one “A” rated issuer is limited to 3% of the portfolio. Also per the Policy, if the quality
rating of the issuer is downgraded, subsequent to purchase, below “A,” or its equivalent,
it shall be reported to Finance Committee and City Council with a recommendation, and
ongoing information shall be provided if the bond is not sold. Staff will continue to
monitor for any further changes to quality ratings.

Portfolio Market Gains/Losses

As shown on the Investment Yields graph below, the City’s portfolio continued to reflect

INVESTMENT YIELDS

-%

Yield

Apr08  May'08  Jun'08
Market o669  $1.830  $1.695
Gain/Loss
(Dollars in

Millions)

Jul'og Aug'08 Sep'08
$1.600  $1.500  $1.025

Oct'08

$0.910

Ay
Nov'08
$1.983

—o— City Portfolio
—A—90-Day T-Bill

——2-Year USTN
—x— LAIF Rate

1 X

Dec'08 Jan'09
$2.765 $2.350

Feb'09 Mar'09
$2.047  $1.948

unrealized market gains during the quarter due to the low interest rate environment. At
March 31st, the portfolio had an unrealized market gain of $1.948 million.
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The table below reflects the five securities with the largest percentage of unrealized
losses at March 31, 2009.

Issuer Face Amount Maturity $ Mkt Loss % Mkt Loss
Wells Fargo & Co. $ 2,000,000 08/09/10 $15,826 0.79%
General Electric Capital Corp. $ 2,000,000 02/22/11 $12,519 0.62%
Federal Home Loan Bank $ 2,000,000 06/08/12 $10,332 0.57%
Wells Fargo & Co. $ 2,000,000 01/12/11 $10,863 0.55%
Federal Farm Credit Bank $ 2,000,000 04/24/12 $8,936 0.45%

The table below shows the two securities with a market decline greater than 1%
compared to the prior month. Both corporate notes had unrealized market gains at
February 28, 2009. Due to the downward swing in market pricing by quarter-end, the
notes had unrealized market losses. The unrealized losses on the Wells and GECC
notes are less than 1% of their book value, at -0.55% and -0.62% respectively.

Feb-Mar Mkt Feb-Mar Mkt | 9 Book-Mkt (Loss)
Issuer Face Amount|  Maturity Change ($) Change (%) at3.31.09
Wells Fargo & Co. $ 2,000,000 01/12/11 -$35,320 -1.76% -0.55%
General Electric Capital Corp. | $ 2,000,000 02/22/11 -$25,140 -1.23% -0.62%

Additional Reporting Requirements

The following confirmations are made pursuant to California Code Sections 53600 et
seq.: (1) the City’s portfolio as of March 31, 2009 is in compliance with the City’s
Statement of Investment Policy; and (2) there are sufficient funds available to meet the
City’s expenditure requirements for the next six months.

Fiscal Agent Investments

In addition to reporting requirements for public agency portfolios, a description of any of
the agency’s investments under the management of contracted parties is also required
on a quarterly basis. Attachment 2 includes bond funds and the police and fire service
retirement fund as of March 31, 2009.

ATTACHMENTS: 1. March 31, 2009, Investment Report
2. March 31, 2009, Fiscal Agent Report

SUBMITTED BY: Robert Peirson, Finance Director
APPROVED BY: City Administrator's Office



INVESTMENT ACTIVITY

CITY OF SANTA BARBARA
Activity and Interest Report
March 31, 2009

INTEREST REVENUE

PURCHASES OR DEPOSITS

03/04
03/04
03/04
03/05
03/06
03/10
03/13
03/18
03/23
03/24
03/30

Federal Farm Credit Bank (FFCB)
Federal Farm Credit Bank (FFCB)
Federal Home Loan Bank (FHLB)
Federal Farm Credit Bank (FFCB)
Federal Farm Credit Bank (FFCB)

LAIF Deposit/City

LAIF Deposit/City

Federal National Mortgage Assn. (FNMA)
Federal National Mortgage Assn. (FNMA)
Federal Home Loan Mortgage Corp. (FHLMC)
LAIF Deposit/City

Total

SALES, MATURITIES, CALLS OR WITHDRAWALS

03/04
03/05
03/06
03/12
03/18
03/19
03/23
03/24
03/25
03/26
03/27
03/30

Federal Home Loan Mortgage Corp. (FHLMC) Call
LAIF Withdrawal/City

Federal National Mortgage Assn. (FNMA) Maturity
LAIF Withdrawal/City

LAIF Withdrawal/City

LAIF Withdrawal/City

LAIF Withdrawal/City

LAIF Withdrawal/City

LAIF Withdrawal/City

Federal Home Loan Mortgage Corp. (FHLMC) Call
LAIF Withdrawal/City

Federal Home Loan Bank (FHLB) Call

Total

ACTIVITY TOTAL

$ 2,000,000
2,000,000
1,700,000
2,000,000
2,000,000
1,000,000
2,500,000
2,000,000
2,000,000
2,000,000
3,000,000

$ 22,200,000

$  (5,000,000)
(1,000,000)
(2,000,000)
(5,000,000)
(1,000,000)
(1,500,000)
(1,500,000)
(1,000,000)
(1,000,000)
(2,000,000)
(2,500,000)

(2,000,000)

$ (25,500,000)

$  (3,300,000)

POOLED INVESTMENTS

Interest Earned on Investments
Amortization

SBB&T Sweep Account Interest
SBB&T Trust Account M/M Interest
Total

RDA INVESTMENTS

Interest Earned on Investments (LAIF)

TOTAL INTEREST EARNED

$ 450,060

15,953

165

52

$ 466,230
S 28000

$ 494,239

T# uswyoeny



CITY OF SANTA BARBARA

Summary of Cash and Investments

ENDING BALANCE AS OF FEBRUARY 28, 2009

March 31, 2009

Yield to Percent Average
Book Maturity of Days to
Description Value (365 days) Portfolio Maturity
State of California LAIF $ 58,100,000 1.869% 35.26% 1
Certificates of Deposit 2,000,000 2.500% 1.21% 262
Treasury Securities - Coupon 1,999,528 5.000% 1.21% 75
Federal Agency Issues - Coupon 79,618,774 4.484% 48.33% 734
Corporate/Medium Term Notes 15,236,709 4.910% 9.25% 398
SB Airport Promissory Note 7,800,000 6.500% 4.73% 121
Totals and Averages $ 164,755,011 3.679% 100.00% 401
SBB&T Money Market Account 3,193,130
Total Cash and Investments $ 167,948,141
NET CASH AND INVESTMENT ACTIVITY FOR MARCH 2009 $ (2,589,216)
ENDING BALANCE AS OF MARCH 31, 2009
Yield to Percent Average
Book Maturity of Days to
Description Value (365 days) Portfolio Maturity
State of California LAIF $ 50,100,000 1.822% 31.00% 1
Certificates of Deposit 2,000,000 2.500% 1.24% 231
Treasury Securities - Coupon 1,999,723 5.000% 1.24% 44
Federal Agency Issues - Coupon 84,458,375 4.108% 52.26% 772
Corporate/Medium Term Notes 15,241,409 4.910% 9.43% 367
SB Airport Promissory Note 7,800,000 6.500% 4.83% 90
Totals and Averages $ 161,599,507 3.581% 100.00% 446
SBB&T Money Market Account 3,759,418

Note:
(1)

Total Cash and Investments

$ 165,358,925

The average life of the LAIF portfolio as of March 31, 2009 is 196 days .

@



CITY OF SANTA BARBARA
Investment Portfolio
March 31, 2009

PURCHASE MATURITY  QUALITY RATING  STATED YIELD AT FACE BOOK MARKET BOOK
DESCRIPTION DATE DATE MOODY'S S&P RATE 365 VALUE VALUE VALUE GAIN/(LOSS) COMMENTS
LOCAL AGENCY INVESTMENT FUNDS
LOCAL AGENCY INVESTMENT FUND - - - - 1.822 1.822 32,000,000.00 32,000,000.00 32,000,000.00 0.00
LOCAL AGENCY INV FUND/RDA - - - - 1.822 1.822 18,100,000.00 18,100,000.00 18,100,000.00 0.00
Subtotal, LAIF 50,100,000.00 50,100,000.00 50,100,000.00 0.00
CERTIFICATES OF DEPOSIT
MONTECITO BANK & TRUST 11/18/08 11/18/09 - - 2.500 2.500 2,000,000.00 2,000,000.00 2,000,000.00 0.00
Subtotal, Certificates of deposit 2,000,000.00 2,000,000.00 2,000,000.00 0.00
TREASURY SECURITIES - COUPON
U S TREASURY NOTE 05/19/06 05/15/09 Aaa AAA 4.875 5.000 2,000,000.00 1,999,723.00 2,011,800.00 12,077.00
Subtotal, Treasury Securities 2,000,000.00 1,999,723.00 2,011,800.00 12,077.00
FEDERAL AGENCY ISSUES - COUPON
FEDERAL FARM CREDIT BANK 03/06/09 04/24/12 Aaa AAA 2.250 2.120 2,000,000.00 2,007,685.80 1,998,750.00 (8,935.80)
FEDERAL FARM CREDIT BANK 03/07/06 04/15/09 Aaa AAA 4,125 5.000 2,000,000.00 1,999,375.64 2,003,120.00 3,744.36
FEDERAL FARM CREDIT BANK 08/17/06 08/17/09 Aaa AAA 5.125 5.150 2,000,000.00 1,999,826.22 2,035,310.00 35,483.78
FEDERAL FARM CREDIT BANK 11/07/06 01/18/11 Aaa AAA 5.750 5.000 2,000,000.00 2,023,970.26 2,156,560.00 132,589.74
FEDERAL FARM CREDIT BANK 01/29/07 08/25/10 Aaa AAA 4.750 5.111 2,000,000.00 1,990,837.08 2,099,380.00 108,542.92
FEDERAL FARM CREDIT BANK 02/01/08 02/01/13 Aaa AAA 3.790 3.790 2,000,000.00 2,000,000.00 2,033,130.00 33,130.00 Callable 2/01/10, then cont.
FEDERAL FARM CREDIT BANK 03/04/09 03/02/12 Aaa AAA 2.370 2.370 2,000,000.00 2,000,000.00 2,004,380.00 4,380.00 Callable 3/02/10, then cont.
FEDERAL FARM CREDIT BANK 03/04/09 01/17/12 Aaa AAA 2.000 2.000 2,000,000.00 2,000,000.00 2,006,560.00 6,560.00
FEDERAL FARM CREDIT BANK 03/05/09 03/04/13 Aaa AAA 2.600 2.600 2,000,000.00 2,000,000.00 2,010,630.00 10,630.00
FEDERAL HOME LOAN BANK 10/25/06 02/12/10 Aaa AAA 3.875 5.117 1,000,000.00 990,227.21 1,025,315.00 35,087.79
FEDERAL HOME LOAN BANK 12/18/06 11/03/09 Aaa AAA 3.500 4.834 2,000,000.00 1,985,477.49 2,029,690.00 44,212.51
FEDERAL HOME LOAN BANK 05/22/07 06/10/11 Aaa AAA 5.250 5.005 2,000,000.00 2,009,578.40 2,159,370.00 149,791.60
FEDERAL HOME LOAN BANK 07/09/07 02/15/11 Aaa AAA 4.000 5.308 2,000,000.00 1,955,898.77 2,096,560.00 140,661.23
FEDERAL HOME LOAN BANK 07/09/07 03/12/10 Aaa AAA 5.000 5.268 1,000,000.00 997,616.90 1,038,125.00 40,508.10
FEDERAL HOME LOAN BANK 02/26/09 02/24/14 Aaa AAA 3.250 3.261 2,000,000.00 1,999,097.77 2,011,250.00 12,152.23  Callable 2/24/10, then gtrly
FEDERAL HOME LOAN BANK 03/04/09 06/08/12 Aaa AAA 4.375 2.110 1,700,000.00 1,817,907.50 1,807,576.00 (10,331.50)
FEDERAL HOME LOAN BANK 09/14/06 09/29/10 Aaa AAA 5.125 5.070 1,000,000.00 1,000,695.15 1,056,410.00 55,714.85
FEDERAL HOME LOAN BANK 05/21/07 06/12/09 Aaa AAA 5.250 5.000 2,000,000.00 2,000,917.92 2,018,760.00 17,842.08
FEDERAL HOME LOAN BANK 04/21/08 10/21/11 Aaa AAA 3.125 3.125 2,000,000.00 2,000,000.00 2,011,880.00 11,880.00 Callable 7/21/09, once
FEDERAL HOME LOAN BANK 04/22/08 04/22/13 Aaa AAA 4.000 4,112 2,000,000.00 1,999,416.67 2,003,120.00 3,703.33  Callable 4/22/09, then qtrly
FEDERAL HOME LOAN BANK 05/23/08 06/10/11 Aaa AAA 3.125 3.520 2,000,000.00 1,983,644.61 2,056,250.00 72,605.39
FEDERAL HOME LOAN BANK 09/25/08 08/18/09 Aaa AAA 3.750 3.231 2,000,000.00 2,003,842.79 2,024,690.00 20,847.21
FEDERAL HOME LOAN BANK 10/18/06 09/11/09 Aaa AAA 5.250 5.060 1,000,000.00 1,000,753.21 1,019,845.00 19,091.79
FEDERAL HOME LOAN BANK 11/07/06 10/26/09 Aaa AAA 5.000 5.000 2,345,000.00 2,344,991.01 2,399,603.33 54,612.32
FEDERAL HOME LOAN BANK 11/08/06 07/30/10 Aaa AAA 5.000 5.010 2,000,000.00 1,999,700.18 2,102,500.00 102,799.82
FEDERAL HOME LOAN BANK 12/18/06 06/22/10 Aaa AAA 4.500 4.825 2,000,000.00 1,992,750.02 2,083,750.00 90,999.98



CITY OF SANTA BARBARA
Investment Portfolio
March 31, 2009

PURCHASE MATURITY QUALITY RATING STATED YIELD AT FACE BOOK MARKET BOOK
DESCRIPTION DATE DATE MOODY'S S&P RATE 365 VALUE VALUE VALUE GAIN/(LOSS) COMMENTS

FEDERAL HOME LOAN BANK 05/21/07 05/15/09 Aaa AAA 4.250 5.005 1,450,000.00 1,448,740.08 1,456,800.50 8,060.42
FEDERAL HOME LOAN BANK 06/18/07 03/12/10 Aaa AAA 4.875 5.382 2,000,000.00 1,991,128.46 2,074,070.00 82,941.54
FEDERAL HOME LOAN BANK 05/22/08 05/22/13 Aaa AAA 4.350 4.350 2,000,000.00 2,000,000.00 2,009,380.00 9,380.00 Callable 5/22/09, then qtrly
FEDERAL HOME LOAN BANK 06/16/08 12/10/10 Aaa AAA 3.250 3.800 2,000,000.00 1,982,343.09 2,064,060.00 81,716.91
FEDERAL HOME LOAN BANK 09/25/08 09/25/09 Aaa AAA 3.250 3.250 2,000,000.00 2,000,000.00 2,023,440.00 23,440.00
FEDERAL HOME LOAN BANK 10/15/08 07/15/11 Aaa AAA 4.000 4.002 2,000,000.00 2,000,000.00 2,012,190.00 12,190.00 Callable 7/15/09, once
FEDERAL HOME LOAN MTG CORP 03/24/09 03/24/14 Aaa AAA 3.500 3.500 2,000,000.00 2,000,000.00 2,005,500.00 5,500.00 Callable 6/24/09, then qtrly
FEDERAL HOME LOAN MTG CORP 09/14/06 09/01/09 Aaa AAA 4,125 5.070 1,000,000.00 996,382.85 1,014,120.00 17,737.15
FEDERAL HOME LOAN MTG CORP 05/29/07 07/06/10 Aaa AAA 4.500 5.070 2,000,000.00 1,986,777.71 2,082,340.00 95,562.29
FEDERAL HOME LOAN MTG CORP 10/15/07 10/15/12 Aaa AAA 5.050 5.050 2,000,000.00 2,000,000.00 2,042,120.00 42,120.00 cCallable 10/15/09, once
FEDERAL HOME LOAN MTG CORP 04/02/08 04/02/12 Aaa AAA 3.375 3.375 2,000,000.00 2,000,000.00 2,000,160.00 160.00 cCallable 4/02/09, once
FEDERAL HOME LOAN MTG CORP 01/29/07 01/25/10 Aaa AAA 4.375 5.122 2,000,000.00 1,988,819.26 2,054,100.00 65,280.74
FEDERAL HOME LOAN MTG CORP 04/20/07 04/20/12 Aaa AAA 5.250 5.250 2,000,000.00 2,000,000.00 2,004,280.00 4,280.00 Callable 4/20/09, once
FEDERAL HOME LOAN MTG CORP 05/22/07 09/17/10 Aaa AAA 3.880 5.015 2,000,000.00 1,969,742.90 2,075,780.00 106,037.10
FEDERAL NATL MORTGAGE ASSN 03/18/09 09/18/12 Aaa AAA 2.500 2.500 2,000,000.00 2,000,000.00 2,013,440.00 13,440.00 Callable 3/18/11, once
FEDERAL NATL MORTGAGE ASSN 03/23/09 03/23/12 Aaa AAA 2.000 2.000 2,000,000.00 2,000,000.00 2,005,940.00 5,940.00  StrNt, Callable 9/23/10, once
FEDERAL NATL MORTGAGE ASSN 04/27/06 04/20/10 Aaa AAA 4.750 5.270 2,000,000.00 1,990,230.10 2,075,630.00 85,399.90
FEDERAL NATL MORTGAGE ASSN 02/27/09 02/24/12 Aaa AAA 2.250 2.250 2,000,000.00 2,000,000.00 2,017,820.00 17,820.00 Callable 2/24/11, once
FEDERAL NATL MORTGAGE ASSN 03/05/08 03/05/13 Aaa AAA 4.100 4.100 2,000,000.00 2,000,000.00 2,053,130.00 53,130.00 Callable 3/05/10, once

Subtotal, Federal Agencies 84,495,000.00 84,458,375.05 86,376,814.83 1,918,439.78
CORPORATE/MEDIUM TERM NOTES
BERKSHIRE HATHAWAY FIN 01/15/08 01/15/10 Aaa AAA 4,125 3.630 2,250,000.00 2,258,395.75 2,286,990.00 28,594.25
GENERAL ELECTRIC CAPITAL CORP 01/10/07 02/22/11 Aa2 AA+ 6.125 5.100 2,000,000.00 2,034,518.70 2,022,000.00 (12,518.70)
GENERAL ELECTRIC CAPITAL CORP 08/15/06 09/15/09 Aa2 AA+ 4.625 5.300 2,000,000.00 1,994,382.63 1,994,380.00 (2.63)
GENERAL ELECTRIC CAPITAL CORP 02/10/06 06/15/09 Aa2 AA+ 4.000 5.000 1,000,000.00 998,125.44 999,750.00 1,624.56
GENERAL ELECTRIC CAPITAL CORP 04/17/07 06/15/09 Aa2 AA+ 3.250 5.060 2,000,000.00 1,993,026.12 1,994,160.00 1,133.88
TOYOTA MOTOR CREDIT 10/19/06 03/15/10 Aal AA+ 4.250 5.140 2,000,000.00 1,984,550.86 2,009,980.00 25,429.14
WELLS FARGO & CO. 05/30/07 01/12/11 Al AA 4.875 5.260 2,000,000.00 1,987,603.39 1,976,740.00 (10,863.39)
WELLS FARGO & CO. 10/10/06 08/09/10 Al AA 4.625 5.000 2,000,000.00 1,990,805.77 1,974,980.00 (15,825.77)

Subtotal, Corporate Securities 15,250,000.00 15,241,408.66 15,258,980.00 17,571.34
SB AIRPORT PROMISSORY NOTE
SANTA BARBARA AIRPORT 07/01/08 06/30/09 - - 6.500 6.500 7,800,000.00 7,800,000.00 7,800,000.00 0.00

Subtotal, SBA Note 7,800,000.00 7,800,000.00 7,800,000.00 0.00
TOTALS 161,645,000.00 161,599,506.71 163,547,594.83 1,948,088.12



CITY OF SANTA BARBARA
Investment Portfolio
March 31, 2009

PURCHASE MATURITY QUALITY RATING STATED YIELD AT FACE BOOK MARKET BOOK
DESCRIPTION DATE DATE MOODY'S S&P RATE 365 VALUE VALUE VALUE GAIN/(LOSS) COMMENTS

Market values have been obtained from the City's safekeeping agent, Santa Barbara Bank and Trust (SBB&T). SBB&T uses Interactive Data Pricing Service, Bloomberg and DTC.



BOND FUNDS

RESERVE FUNDS
2004 RDA -

Housing Bonds
2002 Municipal Improvement -

Refunding COPs
2002 Water -

Refunding COPs
1994 Water -

Revenue Bonds
2002 Waterfront -

Reference COPs
1992 Seismic -

Safety Bonds

Subtotal, Reserve Funds
PROJECT FUNDS

2001 RDA Bonds

2003 RDA Bonds

2004 Sewer
Revenue Bonds

Subtotal, Project Funds
Subtotal Bond Funds

POLICE/FIRE -
SVC RETIREMENT FUND
Police/Fire Funds

TOTAL FISCAL AGENT
INVESTMENTS

Notes:

CASH & CASH

Guaranteed
Investment

CITY OF SANTA BARBARA
Fiscal Agent Investments

March 31, 2009

EQUIVALENTS Contracts (GIC) STOCKS BONDS US GOVT & AGENCIES TOTALS

Book & Market  Book & Market Book Market Book Market Book Market Book Market
215.57 - - - - 215.57 215.57
6,607.14 547,530.00 - - - 554,137.14 554,137.14
7,943.11 1,088,268.76 - - - 1,096,211.87 1,096,211.87
19,800.76 757,680.00 - - - 777,480.76 777,480.76
405,716.51 1,393,262.50 - - - 1,798,979.01 1,798,979.01
87,465.15 - - - - 87,465.15 87,465.15
527,748.24 3,786,741.26 - - - 4,314,489.50 4,314,489.50
3,512,558.73 - - - - 3,512,558.73 3,512,558.73
- 22,430,248.67 - - - 22,430,248.67 22,430,248.67
3,755,974.05 1,357,140.00 - - - 5,113,114.05 5,113,114.05
7,268,532.78 23,787,388.67 - - - 31,055,921.45 31,055,921.45
7,796,281.02 27,574,129.93 - - - 35,370,410.95 35,370,410.95
135,127.06 - 202,010.69 189,383.34 - 337,137.75 324,510.40
135,127.06 - 202,010.69 189,383.34 - 337,137.75 324,510.40
7,931,408.08 27,574,129.93 202,010.69 189,383.34 - 35,707,548.70 35,694,921.35

(1) Cash & cash equivalents include money market funds.
(2) Market values have been obtained from the following trustees: U S Bank, Bank of New York and Santa Barbara Bank & Trust
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ORDINANCE NO.

AN ORDINANCE OF THE COUNCIL OF THE CITY OF
SANTA BARBARA APPROVING AN ATTORNMENT
AGREEMENT BETWEEN THE CITY OF SANTA
BARBARA, AS LESSOR, H. OLIVER DIXON, INC., AS
LESSEE, AND BUSINESS FIRST BANK, A DIVISION OF
HERITAGE OAKS BANK, AS LENDER, PERTAINING TO
LEASE AGREEMENT NO. 21,810 DATED NOVEMBER 1,
2005

THE COUNCIL OF THE CITY OF SANTA BARBARA DOES ORDAIN AS FOLLOWS:

In accordance with the provisions of Section 521 of the Charter of the City of Santa
Barbara, that certain attornment agreement between the City of Santa Barbara, as
Lessor, H. Oliver Dixon, Inc., as Lessee, and Business First Bank, as Lender, allowing
Business First Bank to cure any default of Lease Agreement No. 21,810, dated
November 1, 2005, on behalf of H. Oliver Dixon, or to provide a substitute tenant, subject
to the Airport’s approval, in case of foreclosure of the loan; in order to provide continued
use of the vehicle parking lot adjacent to the Super 8 Motel, at 6021 Hollister Avenue, at
the Santa Barbara Airport, is hereby approved.



Agenda Item No.

File Code No. 15002

CITY OF SANTA BARBARA

COUNCIL AGENDA REPORT

AGENDA DATE:  April 28, 2009

TO: Mayor and Councilmembers
FROM: Creeks Division, Parks and Recreation Department
SUBJECT: Resolution Authorizing Financial Assistance Agreements With The

State Water Resources Control Board In The Amount Of $3,941,585
For Non-point Source Pollution Treatment Projects

RECOMMENDATION:

That Council adopt, by reading of title only, A Resolution of the Council of the City of Santa
Barbara Authorizing Entering into Financial Assistance Agreements with the State Water
Resources Control Board and Designating a Representative to Sign the Financial
Assistance Agreements, and any Amendments Thereto.

DISCUSSION:

On February 17, 2009, the American Recovery and Reinvestment Act of 2009 was
signed into law by President Obama. This act appropriates additional economic
stimulus funds for job preservation and creation, infrastructure investment, energy
efficiency and science, assistance to the unemployed, and State and local fiscal
stabilization. The California Clean Water State Revolving Fund (CWSRF) will receive
approximately $280 million from this bill. The CWSRF modified their existing loan
program to distribute a portion of these monies as grants to fund nonpoint source
pollution control projects throughout the state.

Although competition is extremely high for these stimulus funds, the Creeks Division
has submitted 3 grant applications for projects that conform to the funding agency’s
grant requirements. These projects were selected by staff because they create jobs,
build green infrastructure, and will be ready for construction when the CWSRF begins
awarding stimulus funding. The CWSRF guidelines require a resolution authorizing the
applicant’s representative to execute a financial assistance agreement. Council
approved such a resolution at its April 7, 2009 meeting. However, since that time,
SWRCB attorneys have modified the required resolution format. The proposed
resolution conforms to the new guidelines.



Council Agenda Report

Resolution Authorizing Financial Assistance Agreements With The State Water Resources
Control Board In The Amount Of $3,941,585 For Non-point Source Pollution Treatment
Projects

April 28, 2009

Page 2

Creeks Division projects proposed for the CWSRF grant program include:

e Catch Basin Inlet Storm Drain Screens Project — installation of
retractable screens on all City storm drain inlets to prevent trash and
debris from entering the creeks and beaches, while still allowing storm
water flows to pass.

e Parking Lot Stormwater Retrofit Project at Downtown Parking Lot #4 —
construction of an infiltration well for the treatment of storm water and
urban runoff. This is a Low Impact Development (LID) demonstration
project.

e Upper Las Positas Creek Restoration & Storm Water Management
Project — construction of vegetated swales, basins, and pocket
wetlands that capture and treat urban storm water runoff from adjacent
neighborhoods and the municipal golf course.

BUDGET/FINANCIAL INFORMATION:

The Creeks Division requested a total of $3,941,585 in grant funding through this
program. Of that amount, $1,789,388 in grant funds will be used for the Storm Drain
Screens Project, combined with $184,612 of Measure B matching funds. For the
Parking Lot Stormwater Retrofit Project, $500,000 is proposed in grant funds with
$100,000 of Measure B matching funds. Finally, staff will request $1,652,197 from the
CWSREF for the Upper Las Positas Creek Project, with $314,398 of Measure B matching
funds. Measure B matching funds for all proposed projects are included in the Creeks
Division Capital Fund.

SUSTAINABILITY IMPACT:

These projects are designed to reduce several types of water quality pollutants,
including trash, sediment, nutrients, and heavy metals. The Las Positas Creek project
also includes several acres of creek habitat restoration

PREPARED BY: Cameron Benson, Creeks Restoration/Water Quality Manager
SUBMITTED BY: Nancy L. Rapp, Parks and Recreation Director

APPROVED BY: City Administrator's Office



RESOLUTION NO.

A RESOLUTION OF THE COUNCIL OF THE CITY OF SANTA
BARBARA AUTHORIZING ENTERING INTO FINANCIAL
ASSISTANCE AGREEMENTS WITH THE STATE WATER
RESOURCES CONTROL BOARD AND DESIGNATING A
REPRESENTATIVE TO SIGN THE FINANCIAL ASSISTANCE
AGREEMENTS, AND ANY AMENDMENTS THERETO

WHEREAS, the City of Santa Barbara is authorized to enter into a financial assistance
agreements with the State of California and the State Water Resources Control Board; and

WHEREAS, the City of Santa Barbara authorizes the Parks and Recreation Director, or
designee, to sign the financial assistance agreements, and any amendments thereto in a
form acceptable to the City Attorney; and

WHEREAS, the City of Santa Barbara agrees and further does authorize the
aforementioned representative or his/her designee to certify that the City of Santa Barbara
has and will comply with all applicable federal and state statutory and regulatory
requirements related to any financial assistance funds received; and

NOW, THEREFORE, BE IT RESOLVED, BY THE COUNCIL OF THE CITY OF SANTA
BARBARA AS FOLLOWS:

1. The City Council hereby approves and confirms the above stated Whereas clauses.

2. City of Santa Barbara Resolution No. 09-018, approved by the Council on April 7, 2009,
is hereby repealed.



Agenda Item No.

File Code No. 53003

CITY OF SANTA BARBARA

COUNCIL AGENDA REPORT

AGENDA DATE:  April 28, 2009

TO: Mayor and Councilmembers
FROM: Creeks Division, Parks and Recreation Department
SUBJECT: Professional Services Contract Amendment With The University of

California, Santa Barbara For Microbial Source Tracking
RECOMMENDATION:

That Council authorize the Parks and Recreation Director to amend a professional
services agreement with the University of California, Santa Barbara (UCSB) to increase
the scope of work in order to conduct additional microbial source tracking in support of
the Creeks Division’s Laguna Channel Watershed and Water Quality Improvement
Feasibility Study, and to increase amount of compensation by $26,201 from Measure B
funds, bringing the total contract amount to $76,193.

DISCUSSION:

Background

On February 5, 2008, Council authorized the Parks and Recreation Director to award
professional services contracts to Geosyntec Consultants and UCSB to complete the
Laguna Channel Watershed and Water Quality Improvement Feasibility Study, to be
funded by a State Clean Beaches Initiative Proposition 50 grant. The scope of work for
each contract and the watershed study have been completed; however, the Creeks
Division seeks to amend the microbial source tracking contract with UCSB to complete
additional work prior to moving forward with design of a water quality improvement
project.

Laguna Channel Watershed Study

The goals of the Laguna Channel Watershed and Water Quality Improvement Feasibility
Study were to quantify sources of microbial contamination, including indicator bacteria and
human fecal pollution, entering the Laguna Channel and to identify project(s) that will lead
to improved water quality at East Beach during dry weather. Flow from the channel
contributes to high indicator bacteria levels and associated beach warnings at East Beach.
Prior to the study, it was not known if the indicator bacteria were of human origin, which
poses the greatest risk to human health when swimming. Field work conducted by
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Geosyntec Consulting included collecting water samples and flow measurements in storm
drains, the Laguna Channel, and the Laguna Lagoon. Microbial source tracking work,
conducted by UCSB, included testing samples for indicator bacteria and DNA-based signs
of human fecal pollution.

The final project report delivered to the City identifies the consistent presence of human
waste markers in several locations within the Laguna watershed, including sites within the
storm drain network and in the open channel. The report recommends that the City take
several steps for identifying and/or reducing sources of indicator bacteria and human fecal
pollution prior to design and installation of an ultraviolet disinfection facility at the site of the
Laguna Channel Pump Station. Specifically, the report recommends testing for indicator
bacteria and human fecal pollution in the storm drain network upstream of Ortega Park
and in the storm drain running along Laguna Street. The City has identified additional
testing sites in the Santa Barbara County Flood Control District storm drains that discharge
to the ocean near the Laguna Channel. Testing of these locations will determine whether
additional contamination is reaching recreational waters near the discharge of the Laguna
Channel.

BUDGET/FINANCIAL INFORMATION:

The initial professional services contract with UCSB was $49,992. The additional $26,201
included in the proposed amendment will bring the total contract cost to $76,193. A grant
from the State Water Board’'s Clean Beaches Initiative Proposition 50 Grant Program
funded the initial contract. The $26,201 contract amendment will be funded with Creeks
Division Capital Program funds.

SUSTAINABILITY IMPACT:

Improving the quality of water in creeks within the City is critical for protection of water
guality at the beaches. The goal of the project is to improve water quality at East Beach.

PREPARED BY:  Cameron Benson, Creeks Restoration/Clean Water Manager
SUBMITTED BY:  Nancy L. Rapp, Parks and Recreation Director

APPROVED BY:  City Administrator's Office



Agenda Item No.

File Code No. 56004

CITY OF SANTA BARBARA

COUNCIL AGENDA REPORT

AGENDA DATE:  April 28, 2009

TO: Mayor and Councilmembers
FROM: Engineering Division, Public Works Department
SUBJECT: Increase Professional Services Change Order Authority For The

Santa Barbara Airport Consolidated Rental Car Project
RECOMMENDATION:

That Council approve additional Change Order expenditure authority for Professional
Services Contract No. 22,857 with Earth Systems Pacific, due to the discovery of an
underground storage tank, for the Santa Barbara Airport Consolidated Rental Car Project,
in the amount of $37,500, for a total change order expenditure authority of $43,501.28.

DISCUSSION:
PROJECT DESCRIPTION

The Airport Consolidated Rental Car Project (Project) includes the development of a
vacant 3.4-acre site, located at 25 David Love Place, into a consolidated rental car
facility that provides the rental car agencies serving the Airport a location in which to
fuel, perform minor services (oil changes, fluid checks, tire repair, etc.), wash and store
vehicles. This Project is necessary as the terminal project will demolish the building
currently serving as the facility for cleaning returned rental vehicles.

This work was awarded by Council on July 1, 2008, to Pat McCarthy Construction for
$6,326,550, including a Change Order authority of $632,655. Also awarded in the same
action was a contract to Earth Systems Pacific in the amount of $85,732.50, including a
Change Order authority of $6,001.28. Earth System’s scope of work included site
grading inspection and materials testing, and all special inspection and materials testing
for the building.

INCREASE CHANGE ORDER AUTHORITY

To date, Pat McCarthy Construction has completed approximately 50% of the work on
this Project. Earth Systems Pacific has completed approximately 75% of their work, as
the majority of the site grading and structural steel installation is complete. However,
Earth Systems Pacific has experienced additional expenses based on unforeseen
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conditions at the site. The additional expenses are due primarily to the discovery of a
buried 30,000 gallon underground storage tank and of buried rubble and petroleum
hydrocarbon contaminated soil. Each of these conditions has facilitated the need for
additional inspection and testing, and as such, the request for an increase in Change
Order authority for Earth Systems Pacific.

The following summarizes the proposed contract change order expenditures for Earth
Systems Pacific recommended in this report:

CHANGE ORDER FUNDING SUMMARY

Original Authorized Change Order Allowance (10%) $6,001.28
Authorized Change Orders To Date $6,001.28
Remaining Change Order Funds $0.00
Proposed Additional Allowance $37,500.00
Total Proposed Change Order Allowance $43,501.28

The following chart summarizes the contract authorizations:

CONTRACT FUNDING SUMMARY

Basic Contract Change Funds Total
Earth Systems Pacific $85,732.50 $6,001.28 $91,733.78
Additional Authorization $0.00 $37,500.00 $37,500.00
Total Recommended
Authorization $85,732.50 $43,501.28 | $129,233.78

FUNDING

The cost of the facility will be paid for over time by a $10 “Customer Facility Charge” (CFC)
levied on each airport rental car contract. The CFC has been in place since January 2006
and approximately $2 million has already been collected.

PREPARED BY: Owen Thomas, Principal Engineer/LR/sk

SUBMITTED BY: Christine F. Andersen, Public Works Director

APPROVED BY: City Administrator’s Office
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File Code No. 15001

CITY OF SANTA BARBARA

COUNCIL AGENDA REPORT

AGENDA DATE:  April 28, 2009

TO: Mayor and Councilmembers
FROM: Administration Division, Parks and Recreation Department
SUBJECT: Challenge Cost Share Agreement Between The City Of Santa

Barbara, County Of Santa Barbara, And United States Department Of
Agriculture Forest Service, Los Padres National Forest

RECOMMENDATION:

That Council authorize the Parks and Recreation Director to enter into a Challenge Cost
Share Agreement for $10,000 with the County of Santa Barbara (County) and the United
States Department of Agriculture Forest Service, Los Padres National Forest (Forest
Service) for implementation of the Front Country Trails Management Recommendations.

DISCUSSION:

Background

Located within the front range of the Santa Ynez Mountains, the Santa Barbara Front
Country Trails (FCT) include: Jesusita, Tunnel, Rattlesnake, West Fork Cold Springs,
East Fork Cold Springs, San Ysidro, and Romero Canyon. Largely within the Los
Padres National Forest, the FCT provide over 30 miles of trails for equestrians, hikers,
trail runners, and mountain bikers. Historically, the Forest Service has managed and
maintained the FCT. In recent years, management of the trails has become more
challenging due to reduced funding, increased use, and trail conflicts. Although
originally constructed and maintained for equestrian use, and popular as hiking trails,
use of the FCT has expanded to include cross country and downhill mountain biking.

In an effort to begin addressing these issues and broaden management responsibility
for the FCT, the City, County, and Forest Service formed the FCT Multi-Jurisdictional
Task Force in 2006. The purpose of the Task Force was to develop recommendations
to foster comprehensive and coordinated management of the FCT. After many public
meetings and stakeholder input, the Task Force completed a set of management
recommendations for the FCT in February 2008. These recommendations were
accepted by the City Council, County Board of Supervisors, and the Los Padres Forest
Supervisor in May 2008. At that time, the City Council and the Board of Supervisors
also directed staff to develop a cooperative agreement among the three agencies that
would guide comprehensive and coordinated management of the Santa Barbara FCT
system.
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Challenge Cost Share Agreement (CCA)

The CCA is the mechanism by which the Forest Service enters into cooperative
agreements with other governmental agencies and private organizations. The CCA
establishes the terms of the partnership and provides the framework for agencies to
share costs and resources as well as transfer of funds between agencies. A CCA s in
place for up to 5 years, and any funding associated with the agreement is approved on
an annual basis.

The purpose of the CCA between the City, County, and Forest Service is to establish a
partnership for the purposes of implementing the 2008 FCT Management
Recommendations. Developed by the threeagencies, the CCA establishes the intent
and expectations of the partnership, respective agencies roles and responsibilities, and
the planning and decision-making framework. The CCA outlines shared commitments
of all three agencies, such as:

e Develop cooperative procedures and practices that establish trail use standards
for general public use and for those uses that require permits.

e Produce and approve a FCT management strategy and funding plan for trails
planning, management, and project priorities, and establish an annual operating
and capital project budget.

e Work cooperatively to prepare an annual work plan that identifies common
projects resulting in interagency cost efficiencies.

e Develop, to the extent practicable, operating procedures and standards to ensure
joint accomplishments of FCT management activities.

e Designate a staff liaison for purposes of discussing and resolving coordination
matters.

e Establish mechanisms to allow the transfer of funds between agencies for
specific purposes.

e Establish an inter-agency coordinator for implementation of the FCT Strategy and
funding plan, grant writing, education and outreach, and coordination with trail
user groups and volunteers.

The CCA also provides the framework for the three agencies to jointly fund projects that
benefit the FCT system. To better define these costs and institutionalize the
partnership, City, County, and Forest Service staff will be developing a work plan that
outlines short-term and long-term resource needs. It is anticipated that the three
agencies will also seek grant opportunities for specific projects and work closely with the
trails community. Given limited staff resources and funding, trails organizations and
volunteers will be critical to the successful implementation of the recommendations.
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BUDGET/FINANCIAL INFORMATION:

Once signed by all 3 agencies, the proposed CCA would be in place until
September 30, 2013. For the first year of the agreement, the three agencies propose
that each agency contribute $10,000 for a total of $30,000. These funds would be used
to support the inter-agency coordinator and the development of the FCT Strategy and
multi-year work plan. These funds would also support agency efforts to coordinate and
train trails organizations to implement volunteer trail maintenance projects. The City’s
$10,000 share is included in the Parks and Recreation Department’s proposed Fiscal
Year 2010 budget.

SUSTAINABILITY IMPACT:

In addition to providing valuable recreation opportunities to South Coast residents, the
Santa Barbara front country of the Los Padres National Forest provides valuable natural
habitat including oak and riparian woodlands, grasslands, coastal sage scrub, and
chaparral. The Los Padres National Forest is home to more than 468 fish and wildlife
species. Sustainable management of the FCT will ensure that these habitats and the
species they support are protected and enhanced.

PREPARED BY: Jill E. Zachary, Assistant Parks and Recreation Director
SUBMITTED BY: Nancy L. Rapp, Parks and Recreation Director

APPROVED BY: City Administrator's Office
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File Code No. 23002

CITY OF SANTA BARBARA

COUNCIL AGENDA REPORT

AGENDA DATE:  April 28, 2009

TO: Mayor and Councilmembers

FROM: Administrative Division, Finance Department
SUBJECT: Community Promotion Contract With Semana Nautica
RECOMMENDATION:

That Council authorize the Finance Director to execute a community promotion contract
for Fiscal Year 2009 with Semana Nautica in the amount of $3,182 for May 1, 2009, to
August 31, 2009.

DISCUSSION:

City Council adopted the Fiscal Year 2009 Budget on June 24, 2008, which included
community promotion funding for the Semana Nautica organization to host Santa
Barbara's 72" Annual Summer Sports Festival from July 1, 2009, to July 12, 2009. This
contract will help support general expenses for this event. The term of the contract
extends over the period of May 1, 2009, through August 31, 2009.

PREPARED BY: Jennifer Hopwood, Executive Assistant
SUBMITTED BY: Robert D. Peirson, Finance Director
APPROVED BY: City Administrator's Office
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File Code No. 11001

CITY OF SANTA BARBARA

COUNCIL AGENDA REPORT

AGENDA DATE:  April 28, 2009

TO: Mayor and Councilmembers
FROM: Administrative Services Department
SUBJECT: Possible Charter Amendments Affecting The Architectural Board Of

Review, Harbor Commission, Park Commission And Recreation
Commission, And Residency Requirements

RECOMMENDATION: That Council:

A. Discuss interest in possible charter amendments pertaining to the size and
composition of the Architectural Board of Review, Harbor Commission, Park
Commission and Recreation Commission; and residency requirements for boards
and commissions; and

B. Provide direction to staff on how to proceed.

DISCUSSION:
On prior occasions, Council has discussed the following potential charter amendments:

ARCHITECTURAL BOARD OF REVIEW

e Reduce the size of the Board from nine to seven members

» Modify the City requirement that all members be City residents/electors to allow
less than a majority of the board members to be County residents

HARBOR COMMISSION

» Expand the size of the Harbor Commission from five to seven members
e Allow one of the members of the commission to be a non-city resident

PARK COMMISSION AND RECREATION COMMISSION

e Consolidate the Park Commission and the Recreation Commission, thereby
creating a singe commission named the Park and Recreation Commission

» Increase the membership of the Park and Recreation Commission from five to
seven Commissioners
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RESIDENCY REQUIREMENT OF COMMISSIONERS AND BOARD MEMBERS

* Modify the City Charter to eliminate the requirement, as applicable, that all of the
members of City boards and commissions be City residents/electors and to allow
for some board members or commissioners to be County residents

With one exception, all of the above charter amendments continue to have some
degree of interest. However, recently the Park Commission and the Recreation
Commission, which have the same members and meet jointly, are not recommending
expanding the size of the commission from five to seven members should the
commissions be combined.

Directors from the corresponding departments who staff the Board and Commissions
will be at the meeting to answer questions.

SCHEDULE/NEXT STEPS

If the Council wants to move forward with Charter amendments, the following steps and

schedule apply:

DATE ACTION

May/June If needed — discussion with affected Boards and Commissions.

6/9/09 City Attorney to return to Council with proposed ballot language.

6/30/09 City Council to adopt resolutions calling and giving notice of the general
municipal election, including proposed charter amendments, and directing
the City Attorney to prepare impartial analyses.

11/3/09 Hold election on Tuesday, November 3, 2009.

11/24/09 Present canvass to Council and adopt resolution certifying election results.

12/1/09 City Clerk to forward certified copies of voter-approved Charter
Amendments to Secretary of State for acceptance and filing.

TBD Charter Amendments become effective after acceptance and filing by the
Secretary of State.
SUBMITTED BY: Marcelo A. Lopez, Administrative Services Director

APPROVED BY: City Administrator's Office
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File Code No. 64007

CITY OF SANTA BARBARA

COUNCIL AGENDA REPORT

AGENDA DATE:  April 28, 2009

TO: Mayor and Councilmembers
FROM: Planning Division, Community Development Department
SUBJECT: Appeal Of Planning Commission Decision For 1900 Lasuen Road,

El Encanto Hotel
RECOMMENDATION: That Council:

A. Deny the appeal filed by Marc Chytilo, attorney for Jan and Johanna von Yurt,
Robert and Elizabeth Leslie, and Farrokh and Sally Nazerian;

B. Uphold the Planning Commission adoption of the Mitigated Negative Declaration
and approval of the Modifications, Development Plans and Transfer of Existing
Development Rights for the Revised Master Plan proposed at 1900 Lasuen Road
(MST2007-00140); and

C. Direct staff to prepare a Council Resolution documenting the decision of the City
Council, making findings consistent with the Council decision, and specifying the
conditions of approval, as amended by Council.

EXECUTIVE SUMMARY:

On February 12, 2009, the Planning Commission approved the proposed Revised
Master Plan for the El Encanto Hotel. Subsequently, an appeal of the Planning
Commission approval was filed (see Attachment 1). The appeal letter expresses
concerns that the neighbors, who reside to the north of the project site, will be adversely
affected by the proposed project, and that the El Encanto Hotel will lose its historic
charm and features, with the primary concern being the proposal in the northwest
corner. The appeal letter incorporates by reference previous comments provided in a
letter to the Planning Commission, dated 2/9/09 and a comment letter, dated 1/15/09
(see Attachment 4, Final Initial Study/Mitigated Negative Declaration).

The proposed project was reviewed by both the Planning Commission and Historic
Landmarks Commission on many occasions. All substantial issues included in the
appeal letter have been previously addressed in the public hearings, staff report, and
Final Initial Study/Mitigated Negative Declaration. It is staff’'s position that the Planning
Commission appropriately considered all relevant issues pertaining to the application
and made the appropriate findings to approve the proposed project. Therefore, staff
recommends that the Council deny the appeal and uphold the approval of the project.
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DISCUSSION:

Background

A Master Plan for the El Encanto Hotel was approved by the Planning Commission in
2004. A Historic Structures/Sites Report, dated December 2002, which evaluated the
level of significance of each building on the property and analyzed potential impacts of
the proposed Master Plan, was accepted by the Historic Landmarks Commission (HLC).
The report concluded that impacts to historic resources caused by the 2004 Master Plan
were less than significant.

Just prior to the approval of the project, the ownership of the property changed.
Subsequently, as the new project team proceeded through the next stages of the
project, it was determined that a number of changes to the project would be necessary
and as a result, the applicant submitted requests for Substantial Conformance
Determinations from staff. Changes involving Cottages 4, 27, 28 and the Main Building,
were reviewed by the Planning Commission and/or the HLC in 2006 and 2007.
Following the Planning Commission or HLC review, staff approved the changes as
being in substantial conformance with the 2004 Master Plan approval. In 2006, the
Staff Hearing Officer approved a modification to allow a minor addition to Cottage 11 to
encroach into the interior setback. Changes involving Cottage 12 were approved in
2008. No potentially significant environmental impacts were identified and the changes
were found to be categorically exempt from further CEQA review.

The applicant decided that further changes to the property would be necessary;
therefore, a Revised Master Plan application was submitted. Each component was
reviewed separately by the HLC on a number of occasions. The HLC minutes are
attached to the Planning Commission Staff Report (see Attachment 2). On July 17,
2008, the Planning Commission held a concept review hearing on the Revised Master
Plan. At that time, the applicant proposed that the Revised Master Plan be processed
in two Phases. Phase One would consist of the Central Plant (now known as the “utility
distribution facility”) in the northwest corner and Phase Two would consist of remaining
components. The Commissioners stated that there was support for the phasing of the
project as proposed.

The applicant moved forward with the Central Plant as a separate application, and it
received Planning Commission approval on August 21, 2008. The approval was
subsequently appealed by neighbors who were concerned about the location and
potential noise associated with the Central Plant. In response to the appeal, the
applicant withdrew the Central Plant application and proceeded with a Revised Master
Plan that included both phases.
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On November 12, 2008, the HLC considered the Revised Master Plan and accepted the
associated Historic Structures Report. Staff then prepared a Draft Initial Study/Mitigated
Negative Declaration for the proposed project, and on January 8, 2009, the Planning
Commission held an environmental hearing to review the document. The appellants
submitted a 27 page comment letter with more than 200 pages of attachments. This
letter, as well as other comment letters and staff’'s response, is included in the Final
Mitigated Negative Declaration.

On February 12, 2008, the Planning Commission approved the Revised Master Plan.
During the hearing, in response to comments made by the Planning Commission, the
applicant stated that the above-ground portion of the utility distribution facility would be
relocated out of the setbacks along Mission Ridge Road and Alvarado Place, thereby
eliminating the need for the associated setback modifications. The underground portion
of the proposal remains the same. With this revision to the plan, the Planning
Commission adopted the Final Mitigated Negative Declaration (vote 7-0) and approved
the project (vote 6-1). Subsequently, an appeal of the decision was filed by the
neighbors.

Project Description

The proposed project is a Revised Master Plan for the El Encanto Hotel consisting of
the following components: 1) a predominantly underground utility distribution facility,
and a surface valet parking lot with an underground operations facility below, in the
northwest corner; 2) Mission Village, consisting of 5 new cottages with an underground
valet parking garage below in the northeast corner; 3) new Cottages 27 and 28, which
were previously approved and then eliminated; and 4) a swimming pool with a fitness
center below it. The proposal also includes the realignment of the sandstone wall at the
main driveway entrance on Alvarado Place, and a new trash enclosure, screening gate,
retaining walls and landscaping at the service area adjacent to the Main Building.

The Revised Master Plan includes a reduction in the number of guest rooms from 97 to
92 through a reconfiguration and combination of some guest rooms; however, the
proposal includes a request to retain the entitlement for 97 rooms, so that if needed in
the future, five additional rooms could be created through reconfiguration of the interiors
of the existing cottages. The proposed project does not include an increase in the
number of employees.

Below is a table that summarizes what was previously approved in a particular area of
the site and what is currently being proposed as part of the Revised Master Plan.
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2004 Approval and Subsequent
Substantial Conformance
Amenity Determinations Proposed
Northeast Corner Renovation of 3 existing cottages | Demolition of 3 existing

and reconfigured parking lot

cottages, and construction of
an underground parking garage
with 5 cottages above (Mission
Village).

Northwest Corner

Relocate 3 historic cottages onsite
(completed); construction of a 52
space, surface valet parking lot

Construction of the utility
distribution facility, a 43 space
surface parking lot, with an
operations facility underneath.

Cottages 27 and 28

Approved in 2004, but eliminated
as part of Substantial Conformance
Determination

Proposal to reinstate the
approvals for Cottages 27 and
28.

Swimming Pool and
Fitness Center

Remodel existing pool, expand the
pool deck, and place fitness center
below the dining room in the main
building.

Relocate pool to the east, and
place fitness center underneath
the pool and pool deck.

Service Area

Parking spaces, loading area

Add trash enclosure, screening
gate, retaining wall,
landscaping. Move 4 parking
spaces into the Mission Village
underground parking garage,
reconfigure entrance for better
circulation.

The hotel has been closed since September 2006 due to construction activities
associated with the approved Master Plan (and subsequent substantial conformance
determinations) which include the addition of five new cottages, the onsite relocation of
three historic cottages, the exterior alteration of four cottages, the interior renovation of
all existing cottages, the removal of the tennis court, and the rebuilding of the main

building.

Because the main appeal issue is the proposal for the northwest corner, this component
is further described below. Detailed descriptions of the other components of the
Revised Master Plan are included in the Planning Commission Staff Report (see

Attachment 2).
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Proposal for the northwest corner: As part of the 2004 Master Plan, three historic
cottages (17, 18 and 19) were to be relocated from the northwest corner of the property,
and the surface parking lot was to be resurfaced and enlarged to provide 52 valet
parking spaces. A modification to allow the parking lot to encroach into the setbacks
was approved. Although the historic cottages have been relocated to the center of the
site and are undergoing restoration, the new owners decided that the approved plan for
the northwest corner did not meet their needs. The Revised Master Plan includes a new
design for this corner, which consists of the utility distribution facility and a surface valet
parking lot with an operations facility underneath.

The main purpose of the utility distribution facility is to provide condensed water of
appropriate temperature, which is used to help heat and cool the buildings. The utility
distribution facility is described as an alternative to installing heating and ventilating
equipment to each individual cottage, with their associated exterior equipment, such as
condensers and vent pipes, etc. On January 25, 2006, the Historic Landmarks
Commission reviewed three air conditioning units on cottages being renovated under
the 2004 Master Plan and determined that the individual HVAC units were
unacceptable. The applicant was told to explore other options.

The majority of the 2,796 square foot utility distribution facility would be located
underground, and encapsulated with a concrete lining and acoustical silencers. Two
small, one-story structures connected by a trellis element would be above ground. The
structure on the west side (approx. 311 sq. ft.) would contain the electrical switch gear
and the structure on the east side (approx. 620 sq. ft.) would contain a portion of the
condensed water cooling equipment. A plaster wall and trellis would screen air
ventilation equipment and silencers.

Originally, the project included a modification request to allow the northwest corner of
the utility distribution facility to have a 17-foot setback instead of the required 30-foot
setback from both Alvarado Place and Mission Ridge Road, and to allow a small portion
of the trellis and a portion of the air intake area (approximately 18” high) to encroach
into the required 30-foot front setback from Mission Ridge Road. During the
February 12, 2009, Planning Commission hearing, the applicant stated that they would
relocate the above-ground portion of the utility distribution facility out of the setbacks,
thereby eliminating the need for the modifications. Because the Planning Commission
approved the project with the relocation of the utility distribution facility out of the
setback, the applicant will be required to submit a new plan that reflects the change.
This plan will be reviewed by staff to verify that it will comply with all other requirements
and will require approval by the HLC.

The surface valet parking lot would consist of 43 parking spaces, and would be
screened by a perimeter wall. Five tree wells would be incorporated into the design to
accommodate new trees. A modification is requested to allow the surface valet parking
lot to have a 10’-7” setback instead of the required 30-foot front setback from Alvarado
Place. The proposed surface parking lot would be approximately the same distance
(10") from the property line along Alvarado Place as the existing parking lot and the
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