CITY OF SANTA BARBARA WATERFRONT DEPARTMENT

MEMORANDUM
Date: February 26, 2009
To: Harbor Commission
From: John N. Bridley, Waterfront Director

Subject: Fiscal Year 2010 Budget Overview

RECOMMENDATION:

That Harbor Commission receive a report on the development status of the Fiscal Year
2010 Waterfront Department operating and capital budget.

EXECUTIVE SUMMARY

Budget Balancing Strategy

As an Enterprise Fund the Waterfront Department does not receive tax revenue as is
the case with City General Fund Departments. Instead, the Department balances its
budget by cutting expenditures, including capital expenditures, and adjusting user fees
to maintain emergency and capital development reserves at required levels for six years
into the future. Due to declining revenues expected in FY 2009 and FY 2010, the
Waterfront Department will need to cut supplies and services in the operating fund,
comply with a City-wide unpaid 2% week employee work furlough for the next two
years, reduce and eliminate scheduled and approved capital improvement projects, and
increase parking and marina fees.

The Department is proposing operating fund expense reductions of $553,000 and fee
increases of $579,000 for FY 2010. The Department will also need to eliminate and /or
reduce capital projects by $170,000 in FY 2010 to meet revenue shortfalls.

Shifting the cost of Parks and Recreation programs—most likely the beach grooming
program and/or the beach lifeguard program—to the Waterfront Department is also
under consideration; details of the funding amounts and how the programs would be
managed are unknown at this time, but should be known by the March Commission
meeting.

Staff met with the Harbor Commission Budget Committee (Commissioners Kelly and
Watson) at a publicly-noticed meeting on February 17 to discuss the FY 2010 budget.
No members of the public attended the meeting.
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DISCUSSION:
Significant Issues Affecting FY 2010 Budget

For the Waterfront Enterprise, prior years’ budgets have been dominated by operating
expense increases and not revenue shortfalls. Fiscal Year 2009 and 2010 will be
different. As shown on Attachment 1, the ongoing national economic crisis has
adversely affected all four sources of Waterfront Department revenue; property
management (percentage rent income and low Cost-of-Living base rent increases),
financial management (interest income), parking services, and marina management
(primarily slip transfer fees).

Proposed staffing changes

The Department will continue to operate with 46 full time employees; no new positions
or reclassifications are under consideration. Hourly positions have been reduced in
several programs including Parking, Harbor Maintenance and Wharf Maintenance.

Revenue Assumptions for FY 2009

The projected revenues for FY 2009 were evaluated at mid-year using a 3-year
seasonally adjusted average using the method developed with Finance Department
staff. However, due to the economic climate, the three year average methodology may
not be as reliable a method for forecasting FY 2009 revenue as it has been for prior
years. As of January 31, 2009, (58% of the year) Waterfront revenue is at 59% of
budget and $275,000 (4%) below actual revenue received by January 31, 2008. Staff
projects that revenue will be $500,000 below budget and below last year's revenue in
June 30, 2009.

Revenue Assumptions and Variances for FY 2009

The most significant variance is in the Marina Management / Slip Transfer Fee line item,
which was budgeted at $688,500 for the year. As of January 31, 2009, only $179,800
has been received for slip transfer fees compared to $380,175 for the same time last
year. It is expected that Waterfront will be approximately $480,000 under budget for slip
transfer fees alone.

EXPENDITURE ANALYSIS

As of January 31, 2009, (58% of the way through FY09) Waterfront has spent
$6,731,521 or 55% of its adopted budget. Therefore, it is anticipated that Waterfront will
meet its FY09 budgeted expenditures. Waterfront does not expect any significant
variances in FY 2009 expense projections at the program or Departmental level.
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Program Reductions for FY 2010

FY 2009 FY 2010 $ 09/10 % 09/10
Budget Proposed

Salaries- Full Time 3,078,569 3,131,159 52,590 1.71%
Salaries- Hourly 809,712 734,206 -75,506 -9.33%
Benefits 1,607,590 1,654,162 46,572 2.90%
Furlough (13 days) -156,558 -156,558

Subtotal Salaries & Benefits 5,495,871 5,362,969 -132,902 2. A42%
Discretionary Supplies & Services (1) 2,269,816 2,047,221 -212,595 -9.41%
ICS, Allocated Costs, Overhead Allocation (2) 1,518,043 1,358,873 -159,170  -10.49%
Appropriated Reserve 150,000 100,000 -50,000  -33.33%
Debt Service 1,592,258 1,593,438 1,179 0.07%
Total Operating 11,015,989 10,462,501 -553,488 -5.02%

(1) Includes Wharf Woody and Equipment
(2) Includes Parks Landscape Maintenance

Revenue Assumptions for FY 2010

For the most part, FY 2010 revenue is forecast as being flat (equivalent to FY 2009
expected) except line items that may be subject to fee increases. The Finance
Department forecast FY 2010 interest revenue at $125,000 for the Waterfront operating
fund.

The Department is considering the following fee increases to meet the expected FY
2009/2010 revenue shortfalls:

e Hourly parking fee increase from $1.50 to $2.00 $223,079
e Stearns Wharf parking fee increase from $2 to $2.50/hour 49,033
e Slip transfer fee increase $25 per foot (except 20’ slips) 50,000
e Slip rental fee increase by 2% 70,707
e Visitor slip fee increase from $0.60/night to $0.90/night 181,737
(Commercial fishermen$0.60/night to $0.70/night)

e Six passenger charter permits increase from $100/year to $250 2,400

Total $576,956

The following fee adjustments are also under consideration, but do not generate
significant revenue:

Meeting room rentals: $25/hr $100 day maximum to $50/hour $200/day max
Dockage fee: $0.40 to $0.50 per foot per tie-up per day

Administrative processing fee (slip trades, etc.) $25 to $50

Maximum all day vehicle parking fee increase from $9 to $10

Maximum all day trailer parking fee increase from $6 to $8
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As with previous years, a survey of 19 marinas is being conducted this month to help
determine how Santa Barbara slip rental rates and various other fees compare with
other publicly-operated harbors.

Potential Funding Shift

As the Commission is aware, the City's General Fund is experiencing significant
revenue declines for the upcoming year. Based on several different budget balancing
scenarios, it is likely that the cost of certain Parks and Recreation programs (most likely
the beach grooming program and/or the beach lifeguard program) will be shifted fo the
Waterfront Department. As of the packet distribution deadline for the February 26, 2009,
Harbor Commission meeting, a cost allocation amount has not been determined and is
therefore not included in this budget report. Additional program cuts, capital program
cuts and fee increases will likely be needed to compensate for any proposed funding
shifts. Information on the effects of the potential funding shifts and several alternative
methods to deal with them will be provided at the March Harbor Commission meeting.

Attachments: 1. July-January Year-To-Date Revenue FY08/FY09
2. Six-Year Cash Flow Model: Baseline w/o Parks Funding Shift

Prepared by: Scott Riedman, Waterfront Business Manager




Waterfront Department
Year-to-Date Revenue

FY 2009  FY 2008

July-dan  July-Jan $ %
Actual Actual Variance Variance

FProperty Management 2,631,603 2,706,876 -75373 -2.8%
Financial Management 210,864 235157 24,293 -10.3%

Parking Services 1,134,522 1,151,023  -16,501 -1.4%
Marina Management 2,769,041 2,927,967 -158,926 -5.4%
Total 6,745,930 7,021,023 -275,093 -3.9%
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