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FROM:  Marian Olin, Port Director 

DATE: February 4, 2021 

SUBJECT: Review of Draft FY22 Budget and 5-Year Capital Improvement Program 

Recommendation: Discuss the proposed FY22 draft budget and capital improvement 
program, and: 
1. Review and approve contributions to the Reserve Fund, Election

Fund, Capital Improvement Fund and Dredge Intermediate Fund;
and,

2. Provide direction to staff on proposed projects to include in the
FY22 Capital Improvement Program (CIP); and

3. Provide direction to staff on any other fee increase(s), and other
revisions to incorporate into the final budget for presentation on
February 23, 2021.

BACKGROUND 

The FY22 draft budget report (Attachment A) is presented concurrently with the proposed 5-Year 
Capital Improvement Plan (CIP). The CIP is incorporated into the draft budget document as 
Appendix D. 

Each year, staff presents a balanced budget, giving the Commission the ability to deliberate reserve 
funding, projects, capital outlay and consider fee increases and the projected debt service ratio. 
The draft FY22 budget nominally meets the required debt service ratio of 1 25%, though a projected 
surplus of $291,316 was achieved by reducing contributions to the Capital Improvement Program 
(“CIP”) and Dredge Intermediate Fund (“DIF”). 

The FY22 draft budget was prepared against the backdrop of the Coronavirus pandemic (“COVID-
19”) which has negatively impacted FY21 revenue categories including concession, parking, and 
RV. In FY21, revenue losses were offset by conservative revenue projections and stronger than 
expected performance in slip rent, as north harbor dredging increased occupancy, and visitor 
service categories such as launch and visitor berthing.  Additionally, in April 2020, the Commission 
took action to offset pandemic-related revenue losses by reducing labor and expenditures across all 
budgetary programs, negating the possibility of having to tap into limited reserve funding. 

The FY22 draft budget has been further stressed by loss of U.S. Army Corps of Engineers’ 
(“USACE”) work plan funding for federal fiscal year 2021. The annual dredging reimbursement 
received from USACE is calculated based on average annual expenditures associated with 
dredging the federal entrance channel. As a result, the annual reimbursement level increased in 
2020, from $385,000 to $525,000 for the final 5 years of the Agreement between the Port District 
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and USACE, though the increased amount has not been included in the Port District’s annual 
budgets. Though staff will work with Congressman Panetta and the Port District’s Washington, DC 
advocate Julie Minerva of Carpi Clay to secure reimbursement, staff does not recommend including 
USACE’s reimbursement in this or future budgets to avoid unexpected funding shortfalls. 

The FY22 draft budget anticipates continued strength in slip rent revenue and visitor services such 
as launch and visitor berthing. Visitor berthing revenue has outperformed expected revenues over 
several budget cycles and launch revenue has continued to exceed budget expectations since 
FY19. This uptick in boating activity is expected to continue in FY22. The FY22 budget anticipates a 
return to pre-pandemic parking and RV revenue but takes a conservative approach to concession 
rents to allow time for the restaurant industry to recover. 

ANALYSIS 

Reserve Policy 

The Port District’s Reserve Policy identifies the target amount to be held in reserve as 25% of the 
District’s annual operating expenses in the current fiscal year’s adopted budget. In FY19, the Port 
District first met its reserve funding goal of 25% of annual operating expenses. In April 2020, in 
response to COVID-19, the FY21 budgeted reserve contribution of $127,410 was eliminated. To 
continue to meet reserve funding goals, the draft FY22 budget includes a proposed contribution in 
the amount of $76,139, bringing the Reserve Fund balance to approximately $1,964,831. 

As part of adoption of the Reserve Policy, other goals were confirmed and put into practice, 
including: 

Election Fund: The account is managed to keep a balance of $200,000. Due to nominal election 
costs incurred in FY21, a contribution of $175 is proposed to fully fund this account. 

CIP Fund: The annual funding goal was initially set at $500,000 and in February 2020, was 
increased to $750,000, if practicable. As a result, the FY21 CIP contribution was increased from 
$500,000 to $590,000, though in April 2020, in response to COVID-19, the CIP funding contribution 
was eliminated. The draft budget proposes a lower contribution in FY22 totaling $340,600 (see 
“Capital Improvement Program” below). 

Capital Improvement Program (CIP) 

Appendix D includes the proposed 5-year Capital Improvement Plan (CIP) and the projected CIP 
fund balance. 

The draft FY22 budget proposes new funding in the amount of $340,600 for the CIP, which is less 
than identified funding goals. In addition, the draft budget proposes to reallocate existing CIP 
project funding as follows: 
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• Pavement Repairs (F006) – Increase funding $65,000 from the following sources: 
o Pappy Park (F032)– Close out project and allocate remaining funding of $88  
o Boatyard Marine Ways Inspection / Upgrades (F035) – Close out project and 

allocate remaining funding of approximately $721 
o Dredge Yard Hazmat Shed (F037) – Close out project and allocate remaining 

funding of $4,735 
o Harborwide Sign Study (F038) – Close out project and allocate remaining funding of 

$4,283 
o Unallocated CIP (F099) – Allocate $55,173 in funding 

 
As of March 31, 2021, the balance of the Unallocated CIP Reserve Fund (F099) is projected to be 
$319,466. 
 
One new project is proposed for funding in FY22, to assess embankment erosion adjacent to the 
crane pad on the east access road ($15,000). 
 
Descriptions of the projects previously funded and proposed for funding are included in the 5-Year 
Capital Improvement Plan. As of April 1, 2021, the total projected balance of the CIP is 
approximately $1,753,772. 
 
Dredging Equipment – Dredge Intermediate Fund 
 
A proposed contribution of $172,762 to the DIF supplements funding projected to remain at the end 
of FY21 bringing the total balance to approximately $208,000. Planned maintenance and 
replacements for FY22 are listed in the draft budget report under “Dredging Equipment.” The plan 
includes spare parts, replacement of the Lincoln welder / generator and a replacement standby 
generator for Twin Lakes, repair of Dauntless’ A-frame and funding for acquisition of dredge hoses, 
beach valves and hydraulics. 
 
Due to COVID-19, $230,000 in funding was eliminated from the DIF in FY21, delaying acquisition of 
a barge to increase utility of the Toyo submersible pump for inner-harbor dredging operations and 
reduced funding for acquisition of dredge pipes. 
 
In response to the anticipated shortfall in USACE work plan funding discussed above, and in an 
effort to provide surplus funding in the draft FY22 budget, a trailer for transport of the new pipe 
fusion machine was eliminated from the DIF ($8,200), as well as a $75,000 partial set aside for 
future haul of Twin Lakes. 
 
A complete listing of unfunded DIF items is included in the draft budget. 
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Staffing 
 
Due to COVID-19, full-time equivalent (“FTE”) staffing was reduced by 1 in FY21, reducing the total 
FTE personnel count to 28. The FTE count does not include part-time / temporary / seasonal 
personnel or provisional personnel (unrepresented employees), though staffing levels also 
decreased for this group. 
 
Due to COVID-19, the dredge crew, represented by Operating Engineers Local No. 3 (OE3), and 
the Harbor Employees’ Association (HEA), entered into one-year side letters with the Port District 
extending labor contracts through December 31, 2021, with no increase to established salaries or 
change to benefits. 
 
Renegotiation of both labor contracts will commence later this calendar year. 
 
Operating Budget 
 
Notable changes between the FY21 adopted budget and the FY22 proposed budget are discussed 
below. 
 
Personnel Costs 
 
Total personnel costs are projected to increase in FY22 by <1%. The increase is primarily due to an 
adjustment in budgeting for medical expense, increased CalPERS’ pension costs, and workers’ 
compensation premium costs. Increased costs in FY22 are largely offset by the reduction in FTE 
and unrepresented staffing levels due to COVID-19, though the FY22 budget reinstates some part-
time staffing for the water taxi and additional support for Operations. 
 
Table 1 on the following page is excerpted from the budget document. Personnel costs in FY21 are 
projected to be 8.5% underbudget due to COVID-19-related staffing reductions. In FY22, labor 
distribution across budgetary programs has been modified somewhat based on assumptions about 
where efforts will be focused. 
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Table 1 – Salary and Benefit Costs 

DEPARTMENT/SERVICE 
FY20 

SALARIES 
& BENEFITS 

BUDGET 

FY21 
SALARIES & 

BENEFITS 
BUDGET 

FY21 
SALARIES 

& BENEFITS 
PROJECTED 

FY22 
SALARIES & 

BENEFITS 
BUDGET 

FY 21 
TO FY22 
CHANGE 

Administrative Services 668,051 705,504 702,666 731,170 + 25,666

Operations 1,395,112 1,471,177 1,261,022 1,424,232 - 46,945

Boatyard 207,989 211,563 213,399 236,136 + 24,573

Facilities Maintenance and 
Engineering 706,820 729,278 662,653 723,795 - 5,483

Dredging Operations 812,653 865,738 832,449 890,751 + 25,013

TOTALS 3,790,625 3,983,260 3,672,189 4,006,084 + 22,824
(+ <1%)

CalPERS’ employer costs are projected to increase approximately $46,000 over FY21 rates, from 
approximately $560,000 budgeted in FY21, to approximately $605,500 budgeted in FY22. 

Salaries and benefits in the FY22 draft budget represent approximately 44% of anticipated District 
expenditures which total $9,141,597. This is a shift from the FY21 budget in which Personnel 
Services represented approximately 42% of anticipated expenditures. This increase in the 
proportion of the budget dedicated to Personnel Services is due to the anticipated loss of $385,000 
in dredging reimbursement from the USACE in 2021, as cuts were made to Services and Supplies 
to balance the budget. 

Budget Program Costs 

The proposed FY22 Services and Supplies budget is approximately 6% lower than the FY21 
budget.  

Program cost roll-ups excerpted from the budget follow. 
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Expenditures by Department and Program    
     

   Department and Program FY 20 Actual FY 21    
Budget 

FY 21 
Projected 

FY 22 
Proposed 

100    Administrative Services Department         
110    Administration  $       760,316   $       778,728   $       786,225   $       764,483  
120    Finance & Purchasing 181,208 207,570 185,236 209,575 
130    Property Management 480,408 538,859 517,755 546,648 
140    Environmental & Permitting 174,317 195,610 152,250 195,175 
190    Port Commission Support 52,156 80,350 47,484 57,089 

Department Total  $    1,648,404   $    1,801,117   $    1,688,950   $    1,772,970  
       
200    Operations Department         
210    Harbor Patrol  $       683,548   $       712,349   $       668,509   $       721,534  
220    Marina Management 434,288 516,390 468,294 512,134 
230    Rescue Services 99,550 119,260 88,701 122,463 
240    Parking 341,393 371,526 244,044 323,993 
250    Events 30,439 34,791 0 35,344 
280    Fuel Services 536,061 590,261 394,693 491,444 
500    Boatyard 274,978 292,540 291,198 324,636 

Department Total  $    2,400,257   $    2,637,117   $    2,155,439   $    2,531,548  
       
300    Facilities Maintenance & Engineering         
310    Docks, Piers & Other Marine Structures  $       228,719   $       263,751   $       279,220   $       297,927  
320    Utilities Maintenance 85,664 125,918 71,645 95,943 
330    Building Maintenance 323,550 389,156 345,478 395,252 
340    Grounds Maintenance 727,771 837,988 730,006 786,798 
350    Aeration Program 38,468 60,578 41,400 57,340 
360    Fishery Support 5,679 19,460 6,880 16,322 
390    Capital Projects 497,761 459,285 453,773 417,797 
400    Dredging Operations 1,377,966 1,470,038 1,383,380 1,487,426 

Department Total  $    3,285,578   $    3,626,174   $    3,311,782   $    3,554,805  

     

Total Operating Budget  $    7,334,239   $    8,064,408   $    7,156,171   $    7,859,323  
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Capital Outlay 

One capital outlay item is funded in the FY22 budget: 

FY 22 Budget Program Item Amount 
Fuel Services Replacement of manholes over the in-ground fuel tanks and 

pumps 
$22,000 

Total Capital Outlay $22,000 

In response to the anticipated shortfall in USACE work plan funding discussed above, and in an 
effort to provide surplus funding in the draft FY22 budget, $30,000 for replacement of a vintage 
1996 Ford truck (#27) was eliminated from the draft budget. (Replacement of Truck #27 and 
acquisition of a clamshell attachment for the backhoe to facilitate work on sanitary sewer lift stations 
were previously eliminated from the FY21 budget due to COVID-19.) 

The FY22 budget includes vehicle, vessel and mobile equipment schedules, which help inform 
future budget recommendations (Appendix E). 

Debt Service Coverage Ratio Projections 

The District’s agreements with BBVA Compass Bank include covenants to maintain adequate 
coverage for debt service for the life of the loans. These Debt Service Coverage Ratio (“DSCR”) 
covenants provide that the District will prescribe and collect fees and charges for services at least 
equal to 125% of the debt service after operating and maintenance expenses for the fiscal year. 

A debt service coverage projection for audited FY18-20, FY21 (projected), and the draft FY22 
budget is included in the draft budget (Appendix B). The DSCR, which does not factor in any 
anticipated increase to slip rent in FY22, just meets the 125% requirement. 

If the $385,000 annual dredging reimbursement from USACE was included in the draft FY22 
budget, the DSCR would be approximately 148%. 

It is worth noting that audited revenue in 2018, 2019 and 2020 exceeded budgeted revenue: 

2018 2019 2020 
Audited Revenue $9,070,739 $9,211,328 $9,813,660 
Budgeted Revenue $8,558,260 $8,839,266 $9,236,969 
% Exceeded Budget 6% 4% 6% 

This conservative approach to budgeting revenue has helped the District weather budget impacts in 
FY21 due to COVID-19, and outperform DSCR annual budget projections. 
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Revenue and Fees 
 
The 2020 Consumer Price Index (CPI) for the San Francisco-Oakland-Hayward area is 2%. The 
10-year average CPI rate is 2.9%. The Port District’s 10-year average rate increase over the same 
period is 2.18%. See Attachment B. 
 
The draft budget is presented as a balanced budget. No increase has been applied to marina fees 
or leasehold rents in the draft budget. As noted under “Debt Service Coverage Ratio Projections” 
above, the DSCR just meets the 125% threshold. Any significant reduction in revenue or increase 
in expenditures may negatively impact the projected DSCR. 
 
In previous years, the Commission has expressed a desire to keep pace with CPI in setting rates 
for all categories of marina fees (i.e., slip rent, dry storage and miscellaneous space rent). COVID-
19 has stressed the Port District’s finances, as well as many of our users and tenant-operated 
businesses. While a 2% CPI increase would provide a much-needed cushion in meeting the 
District’s DSCR requirement, increasing rates even modestly in FY22 may be a hardship for some 
customers. 
 
If a rate increase is not recommended as part of budget adoption, staff recommends that the FY22 
quarter 2 budget review consider whether a mid-year increase may be needed. 
 
U.S. Army Corps of Engineers Dredging Reimbursement 
 
As noted under “Background” above, dredging reimbursement from the U.S. Army Corps of 
Engineers (USACE) is anticipated to increase from $385,000 to approximately $525,000 for the 
remaining 5 years of the agreement. It is worth noting that the FY20 work plan fully funded the 
higher reimbursement level. District staff expects shortfall funding to be paid by USACE following 
their review of audited dredge expenditures. 
 
As noted earlier, no dredging reimbursement from the USACE is included in the FY22 budget and 
staff does not recommend including USACE’s reimbursement in future budgets to avoid 
unexpected funding shortfalls. 
 
Partnership Fees 
 
In FY20, a sliding scale fee for partnerships was adopted (5% for 1 partner; 10% for 2 partners; 
15% for 3 partners), which was hoped to increase utilization of vessel partnerships. FY20 audited 
revenue reported a 31% reduction in revenue over the prior year, from $39,811 in FY19 to $27,500. 
The FY21 budget was reduced accordingly and revenue projections for FY21 meet budget 
expectations. 
 
The partnership fee is up for review with the FY23 budget. 
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SUMMARY 
 
Staff is seeking direction from the Commission as outlined in the recommendation. Key discussion 
topics include: 
 

• Does the Commission wish to include an increase to marina fees in the draft budget? If yes, 
what level of increase should be presented? (A 1% slip rent increase generates 
approximately $45,000 in additional revenue, excluding dry storage.) 

• Most tenant leases provide for an annual CPI increase. Does the Commission wish to take 
any action to modify this automatic increase? 

• Capital Improvement Plan projects and funding, including Dredge Intermediate Fund 
• Reserve fund contribution ($76,139) 

 
The draft FY22 budget will be amended as needed to incorporate direction received from the 
Commission. The FY22 budget will be presented at the February 23 Commission meeting for 
review and approval. 
 
 
ATTACHMENTS: A. Draft Budget and Proposed 5-Year Capital Improvement Plan 
   B. Historic Slip Fee Increases 
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Santa Cruz Port District 
Historic Annual Slip Rent Increases 

FY12 – FY21 

Year Slip Rent Increase 
(South Harbor) 

Slip Rent 
Increase 

(North Harbor) 

CPI 
(Calendar 

Year)1 
CPI Rate 

FY 12 0% 0% 2010 1.5% 

FY 13 + 5% + 5%2 2011 2.93% 

FY 14 + 2.5% + 2.5% 2012 2.68% 

FY 15 + 2.6% + 2.6% 2013 2.58% 

FY 16 + 2.7% + 2.7% 2014 2.7% 

FY 17 0% 0% 2015 3.2% 

FY18 2% 2% 2016 3.53% 

FY19 2% 2% 2017 2.9% 

FY20 2.5% 2.5% 2018 4.5% 

FY21 2.5% 2.5% 2019 2.45% 

10-YR
AVERAGE 2.18% < 2.18% 2.90% 

1 Budget prep / analysis occurs at the end of the calendar year preceding the start of the next fiscal year. 
2 20-foot slips were excluded from fee increase in FY13. 
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