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CITY OF SANTA BARBARA


COUNCIL AGENDA REPORT

AGENDA DATE:
June 3, 2013
TO:
Mayor and Councilmembers

FROM:
Administration Division, Finance Department
SUBJECT:

Recommended Two-Year Financial Plan For Fiscal Years 2014 And 2015
RECOMMENDATION:  That Council: 

A. Hear and consider the recommendations of the City Council Finance Committee based on the Committee’s review of certain aspects of the Fiscal Year 2014 Recommended Budget, including proposed fee changes and General Fund revenue assumptions;

B. Hear a report from staff regarding the recently adopted changes to funding policies by CalPERS, which become effective starting in Fiscal Year 2016, and their estimated impacts to City retirement contributions rates and costs;
C. Approve certain adjustments to the Fiscal Year 2014 Recommended Budget identified by staff;
D. Provide direction to staff regarding items raised by Council for discussion during the departmental budget presentations; and 

E. Consider service enhancement options identified by City departments and received by outside organizations for potential funding from the projected surplus included in the Fiscal Year 2014 Recommended Budget.
DISCUSSION:
On April 16, 2013, the City Administrator filed with the City Council the Proposed Two-Year Financial Plan including the Recommended Fiscal Year 2014 Budget. Since that time, the City Council has held six public hearings reviewing departmental budgets and hearing public comments.  The City Council Finance Committee also reviewed certain portions of the recommended budget in more detail over five meetings. 
With the completion of staff presentations, three budget work sessions have been scheduled for Council to deliberate and provide direction to staff prior to adoption scheduled for June 18, 2013.
The items discussed below will be included in staff’s report for Council to consider in its deliberations.

Finance Committee Recommendations

The City Council Finance Committee held five separate meetings from April 16 through May 21, 2013, to review certain aspects of the Fiscal Year 2014 Recommended Budget in greater detail than as presented to Council during the public hearings. The topics presented and discussed are listed below, along with the Committee’s recommendations:
General Fund Revenue Assumptions and Proposed Fee Changes

The Committee unanimously recommended forwarding to Council a recommendation for approval. 

Citywide Reserve Balances

Staff presented a summary of reserve balances in all enterprise funds as of June 30, 2012. In addition, staff presented projected reserve balances for the year ending June 30, 2013 for the General Fund.

Since this was an informational item only, the Committee made no recommendation. 

Impacts of PERS-Adopted Rate Increases
In April 2013, the CalPERS board adopted several changes to policies used to set employer contribution rates for participating agencies across the state. These sharp increases will be implemented over a five-year period starting in fiscal year 2016 through fiscal year 2020. 
On May 21, 2013, staff presented to the Committee a summary of the policy changes adopted by CalPERS and the estimated impacts to City rates and costs. Due to the large impact these rates could have on the City’s overall finances, the Committee recommended that the full Council receive the same presentation.
Citywide Unfunded Liabilities and Unfunded Infrastructure  

Staff presented information regarding the amount of unfunded liabilities for the City as a whole as of June 30, 2012. The unfunded liabilities include those related to the City’s retirement benefits, other post-employment benefits, such as retiree medical payments, sick leave cash-out and subsidized health insurance premiums, and infrastructure. 
As with other topics discussed, this was intended as an informational item to the Committee. However, the Committee recommended that this same information be presented to the City Council. Given the number of items to be discussed at this June 3rd meeting, these items will be presented to the City Council at a later date. 

Staff-Recommended Adjustments
Since the filing of the recommended budget, a few items were identified that require an adjustment to the recommended budget. These items were presented in detail to the Finance Committee who recommended approval by Council. Attachment 1 provides a list of these adjustments. 

Other Discussion Items Raised by Council
Each of the items raised by Council are discussed below:
Landscaping Contract between Parks & Recreation and Waterfront Departments
In connection with their review of the Waterfront Department budget, the Harbor Commission recommended that the Waterfront contract out landscaping services currently provided by the City’s Parks and Recreation Department. Although there may be some savings to the Waterfront by having these services contracted out, this would be a major change that could impact several employees currently employed by the City.  It could also have significant impacts on the Parks and Recreation Department. Additionally, the Waterfront is generally pleased with the services provided by the Parks and Recreation Department, especially after large storm events.

Given the complexities associated with changing how these services are provided, staff does not recommend any change or analysis of this issue at this time.

Creeks Funding for Street Sweeping Program
The Creeks Restoration and Water Quality Improvement Citizen’s Advisory Committee reviewed the proposed Creeks Division Fiscal Year 2014 Recommended Budget. One of the recommendations of the Committee was to freeze the current funding to the Streets Sweeping Fund at the Fiscal Year 2013 level. 
City staff recommends Council defer any decision on this and direct staff to study the overall funding and finances of the Streets Sweeping Fund in Fiscal Year 2014 and return to Council with the results of the study and recommendations. 

MTD Shuttle Bus Funding Shortfall
In connection with the Public Works Department budget presentation, staff advised Council of a revenue shortfall with respect to the City’s contract with the Santa Barbara Metropolitan Transit District (MTD) for the operation of the Downtown and Waterfront Shuttles. The fare box revenues generated are estimated to be $40,000 short of the $190,000 projected. 

In order to bridge the revenue gap, staff recommended changing the headways on the Waterfront Shuttle, between the zoo and the harbor, during the summer to 30 minutes instead of 15 minutes. The headways during the rest of the year are already 30 minutes.
Staff also presented alternatives for Council consideration, including:

1. Eliminating the service between the wharf and the harbor where there is low ridership;
2. Removing the first hour of service in the Downtown (9:00 – 10:00 a.m.)

3. Removing the first hour of Waterfront service (10:00 – 11:00 a.m.)

4. Asking the Waterfront Department to pay $40,000 to cover the revenue shortfall given the benefit to their patrons.

MTD staff indicates they will maintain current service levels this summer, but would like to have the issue resolved quickly.

Staff recommends Council hold a workshop early in Fiscal Year 2014 to discuss the possible alternatives to close this funding gap. 

Shifting a Portion of Funding of State Street Sidewalk Maintenance Contract to Creeks

Councilmember Randy Rowse has proposed shifting a portion of the funding for the maintenance of sidewalks and landscaping downtown from the Downtown Parking Fund to the Creeks Fund.  These monies are received from a voter approved two percent transient occupancy tax.  A portion of the resultant savings in the Downtown Parking Fund would be used to build up reserves for future capital maintenance and improvements.  The balance of the savings could be used to enhance funding for bus service along State Street. 
The proposal would also generate net savings in the Parks & Recreation Department, which is currently funding 50% of the State Street Maintenance contract. 
A copy of the proposal is included as Attachment 2 to this report. 

Timing of Human Services Funding Decisions

The Finance Committee reviewed options for the timing of funding allocations for Human Services Grants. These grants are primarily funded out of the General Fund, with a smaller portion funded from CDBG.  A concern raised is that funding decisions and allocations for the subsequent fiscal year are made by Council prior to the filing of the recommended budget in April.  As a result, overall funding for this program is not reviewed in the context of the overall budget.
Staff presented several options to the Committee on May 14, 2013. The Committee did not make a recommendation, but asked that the same report be presented to the entire City Council for discussion.
Service and Funding Enhancement Options 
The Fiscal Year 2014 Recommended Budget currently contains an estimated surplus of $429,916 in the General Fund. If left intact, this surplus could serve as a contingency in case revenues do not meet projections next year, but otherwise would fall to reserves if unused. 

Staff has prepared a list of service enhancement options that could be funded, if directed by Council, from the estimated surplus. These items were presented by each department, where applicable, during their budget presentations. 

In addition to items identified by staff, the City received two funding requests – one from the Chamber of Commerce for the Visitor’s Center ($10,955) and a second from the Santa Barbara Courthouse Legacy Foundation for restoration of the Courthouse Mural Room ($10,000). Funding request letters received from these two organizations are attached to this report. 
Attachment 3 includes a list of the service enhancement options developed by staff. Attachments 4 and 5 include the requests from the Courthouse Legacy Foundation and the Chamber of Commerce.

ATTACHMENTS:
1. Schedule of Staff Recommended Adjustments
2. Proposed Changes in Funding for State Street Sidewalk cleaning proposed by Councilmember Rowse

3. List of Service and Funding Enhancement Options
4. Letter from Santa Barbara Courthouse Legacy
5. Letter from Chamber of Commerce

SUBMITTED BY:
Robert Samario, Finance Director
APPROVED BY:

City Administrator's Office
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