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CITY OF SANTA BARBARA


COUNCIL AGENDA REPORT

AGENDA DATE:
March 27, 2007
TO:
Mayor and Councilmembers

FROM:
Business Division, Waterfront Department 
SUBJECT:
Loan Application With California Department Of Boating And 
Waterways – Marina 1
RECOMMENDATION:  
That Council adopt, by reading of title only, A Resolution of the Council of the City of Santa Barbara Requesting a $6,000,000 Loan from the California Department of Boating and Waterways for the First Three Phases of Reconstruction of Marina 1 in the Santa Barbara Harbor.
DISCUSSION:

Marina One is Santa Barbara Harbor’s largest marina providing slips for 592 vessels.  Slip sizes vary from 25’ to 60’ with several end ties capable of accommodating much larger vessels.  The majority of Marina One was reconfigured and constructed in the 1970s using a concrete docking system creating A – P fingers and a floating restroom structure.  All docks are secured with concrete piles.  The docks are designed to accommodate four vessels between fingers with wooden mooring piles available to secure the vessels. Although engineering reports indicate the concrete piles are in good condition and have approximately 30 years useful service remaining, the floating dock and utility distribution systems are approaching the end of their useful life and need to be replaced.
The Department has obtained two engineer’s reports on the Marina 1 Rehabilitation Project. The firm of Moffat & Nichol submitted an evaluation during the Marina 1 & 4 expansion project in 1998, during which time “Q”, “R”, and “S” fingers were added to the easternmost end of Marina 1. More recently, the Department hired Cash & Associates to submit another engineering analysis.  The engineer’s analysis concludes that the docking system although not yet failing, should be replaced systematically. The Cash & Associates analysis included a construction cost estimate and phasing plan (Attachment 1).

The first three phases consist of replacing the main walkway, gangway, and utility mains (water, electric, communications, fire lines, and sewer) that run along the main walkway. The second phase consists of replacing “O” and “P” fingers, the easternmost dock fingers most exposed to storm energy prior to the 1998 addition of “Q”, “R” and “S” fingers. The third phase consists of replacing “N” finger. Future phases, outside of the scope and time frame of the six-year Capital Improvement Plan, involve systematically replacing the dock fingers in east to west order, from “L” finger to “A” finger. The Cash & Associates report estimates the first three phases of the project will cost approximately $2,907,300.  Staff has added an additional inflation factor to the Cash & Associates estimates ($3,484,000). The magnitude of the Marina 1 rehabilitation project is beyond the Waterfront Department’s ability to fund from operating revenue or reserves in the short term. For this reason, Staff has included this capital improvement expense in its cash flow forecasts for several years and has anticipated obtaining a grant or loan to help fund the project. Staff has investigated both private sector and government funding for the Marina 1 rehabilitation project.
California Department of Boating and Waterways (DBAW) staff indicated that grants are not available for this project but loans are available at 4.5% interest with a 30-year term. The Waterfront Department is in the process of applying for a loan from DBAW to fund the first three phases of the Marina 1 rehabilitation project that fall under the scope of the current six-year Capital Improvement Plan (2008-2013). Although the first three phases of the Marina 1 rehabilitation project have been estimated at $3.5 million, DBAW staff recommended that the Department make its initial loan request at $5-$6 million due to construction cost overruns experienced on recent projects at other harbors. At a 4.5% interest rate, debt service on a $6 million loan is estimated to be $368,429 annually. However, unlike conventional loans, the DBAW loan will fund as needed or as funds are expended, according to project phasing, and debt service payments are also phased, based on the actual amount borrowed. The Department would not be required to borrow the entire amount if it is not needed.
FINANCIAL CONSIDERATIONS
The first three phases of the DBAW loan and associated debt service have been factored into the Department’s six-year cash flow model, which indicates that the Department can pay the debt service and maintain reserves at or above required levels.
Funding for the construction in the outlying years, 2014-2022, may come from future loans from DBAW, the City’s General Fund, or refinancing the Department’s existing debt service. The Department’s outstanding bonds and debt service become eligible for refunding (refinancing) in 2013. It is possible that refinancing these bonds could be used to consolidate the Department’s debt service and provide additional financing for the second three phases of the project. The second three phases of the project are currently estimated to cost $2.9 million, however this figure will need to be adjusted to account for inflation. The final four phases of the project are small enough ($1.8 million over four years) that they could likely be funded directly from the Department’s capital reserves / Harbor Preservation Fund.

The Harbor Commission received a report on the Marina 1 rehabilitation project and expressed support for a phased approach to the project and the use of DBAW financing at the October 19, 2006, meeting. The DBAW debt service payment is included in the Waterfront Department’s FY08/09 budget submittal.
The California Department of Boating and Waterways requires a Resolution from the Council requesting the loan to be submitted with the initial loan application.

ATTACHMENT:
Construction phasing and cost estimates
PREPARED BY:
Scott Riedman, Waterfront Business Manager
SUBMITTED BY:
John N. Bridley, Waterfront Director
APPROVED BY:

City Administrator's Office
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