CITY OF SANTA BARBARA
COUNCIL AGENDA REPORT

AGENDA DATE: May 15, 2024

TO: Mayor and Councilmembers
FROM: Downtown Team Division, Public Works Department
SUBJECT: Fiscal Year 2025 Downtown Parking Budget Recommendations

RECOMMENDATION: That Council:

A. Receive a report from staff on the City Administrator's recommended budget for
Fiscal Year 2025 for the Downtown Parking Program, including proposed changes
to Downtown Parking’s funding model and an alternative proposal for General Fund
and Measure C funding; and

B. Approve a hybrid plan that reflects an alternative proposal in the Fiscal Year 2025
budget and allows for a phased implementation of changes to parking rates in City
garages and surface lots, and on City streets within specified areas.

EXECUTIVE SUMMARY:

Absent any changes to generate additional revenue or reduce expenditures, the Downtown
Parking Fund is facing a $3.8 million budget deficit for Fiscal Year (FY) 2025. To address
this shortfall and ensure the parking system can continue to support the economic vitality
and quality of life in Downtown, staff proposes the following:

¢ Reducing the time limit for the subsidized period, and reducing the hourly rates, the

daily maximum rates, and employee parking permit costs in City parking garages;
¢ Reducing the subsidized period in City surface lots; and
e Implementing priced on-street parking in the Central Business District.

At the Finance Committee meeting of April 30, 2024, staff also presented an alternative
proposal, in which parking rates remain unchanged and Downtown Plaza and capital
expenditures are instead funded by the General Fund and Measure C. Staff recommends
Council approve a hybrid approach, under which the alternative proposal would be reflected
in the adopted budget for FY 2025, allowing additional time to further develop the
implementation plan and phase in the more significant changes to the parking rates and
overall system.
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DISCUSSION:

Changes in Downtown business operations and customer parking behavior have set a
new, yet substantially lower than normal lot occupancy for Downtown Parking (DTP).
Hourly fee increases in FY 2023 and FY 2024 did bring in revenue increases compared
to previous years, but expenses have continued to outpace incoming revenues. The DTP
Fund has operated at a deficit since FY 2020. This has depleted reserves to below
Council Policy levels, leaving only $2,972,911 total in Fund reserves at the end of FY
2023.

The DTP Fund is projected to end FY 2024 with a $1,489,660 deficit, depleting total
reserves to $1.5M. While the adopted FY 2024 budget anticipated a $473,000 deficit, FY
2024 saw a small decrease in parking occupancy, resulting in a $700,000 revenue
shortfall. Absent any changes to the rates or model of operation/funding, FY 2025
expenditures are expected to exceed revenues by $3.8 million. This deficit would exhaust
DTP Fund reserves and require a substantial General Fund transfer to sustain facilities
and operations.

Recommended Parking System Changes

At the April 30, 2024, Finance Committee meeting, the Committee received a detailed
presentation on a proposal to adjust parking rates and operations that would generate
sufficient additional revenue to balance the FY 2025 budget and begin replenishing
reserves. The proposal seeks to implement a new model of funding and managing the
Downtown parking system that generates adequate revenue to fund parking operations
and capital maintenance, distributes the cost of parking more evenly, and creates a
parking system that serves all users and facilitates easy access to Downtown businesses
and attractions. A detailed discussion of this strategy is included in Attachment 1.

Major changes to the status quo budget are as follows:

Proposal Change Purpose

Revenues

e Encourage longer stays

¢ Move longer-term parkers into lots with
highest capacities

e Reduce the cost of longer stays

¢ Free up capacity in high-demand surface
lots

o Create parking turnover

¢ Discourage long-term parking

o Allow payment in smaller increments to
reduce cost of shorter stays

¢ Improve availability of highest-value
parking spaces for customers

o Make it easier for customers to access
businesses

60 Minutes Subsidized
Garages $2.00/hour $109,204
$10 Daily Max

15 Minutes Subsidized
Surface Lots $1.50/30-minutes $1,390,913
No Daily Max

15 Minutes Subsidized
Street $0.75/15 minutes $2,522,265
No Daily Max
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o Create parking turnover
¢ Discourage long-term parking
. Reduce the cost of employee parking

Employee $70/month in °
Permits ity s ($742,260) | o E:rc:(l:r?; employee demand for street
Change in Revenue $3,280,122
Expenditures

Defer Create savings

o Amtrak Building Repair

¢ Revenue Control

. System
Capital o Garage Floor Joint ($2,100,000)
Repair
¢ Rey Road
Improvements

Capital & Implement Priced Street $1.052,048 Facilitate implementation of revenue
Operations Parking T strategy
Change in Expenditures ($1,047,952)

Surplus/Deficit $429,930

The proposed rate structure is more than a financial solution to the parking fund deficit; it
is a deeply researched, synchronized plan to remedy failures of the existing system and
provide enhanced experiences for businesses, residents, and guests by creating a
parking system that better serves the needs of the Downtown community. It eliminates
persistent problems with over-time and unauthorized parking in the City’s most
convenient curbside locations, making these premium spots available for quick business
transactions and very affordable prices. It also properly prices the popular surface lots,
while providing a very affordable alternative in the City’s parking garages, including lower
hourly rates and a low $10 daily maximum fee to encourage patrons to stop watching the
clock and enjoy Santa Barbara’s Downtown for as long as they please. For workers
serving the City’s downtown, this plan cuts monthly parking rates in half to a more
affordable $70 per month. Overall this plan lowers the costs for those who frequently use
Downtown Parking and incentives more drivers to use the facilities.

This proposal is consistent with the Circulation Element of the Council-adopted General
Plan. Policy C6.5 states:
Downtown Public Parking Pricing. Work with stakeholders to develop a
public on-street parking program that will reduce commuter use of the
customer parking supply and increase the economic vitality of Downtown.
Any parking pricing program shall not include the installation of individual
parking meters.

After reviewing the DTP Fund’s projected revenues and expenditures, discussing an array
of potential changes to rates and operations, and reviewing the final recommendation in
detail, the Downtown Parking Committee voted 4-1 to support staff's recommendation at
their reqular meeting on April 11, 2024.



Council Agenda Report

Fiscal Year 2025 Downtown Parking Budget Recommendations
May 15, 2024

Page 4

Alternative Proposal

Staff also presented an alternative proposal to reduce the DTP Fund deficit for FY 2025
in which costs related to cleaning, maintenance, and operation of the Downtown Plaza
are funded by the General Fund, and the scheduled capital program is funded by Measure
C. This alternative would result in a projected deficit of approximately $536,000 for the

DTP Fund in FY 2025. This option includes the following one-time transfers:

One-Time Transfers: TO'FGU t;r:jeral To: Measure C
Outdoor Business Facility
License Eees ($251,304) ($251,304)
rlaza Support and $1,230,570 $1,230,570

aintenance
Revenue Control System 1,500,000 $1,500,000
Floor and Deck Repairs 325,000 325,000
Amtrak Building Repairs 225,000 225,000
Lot 9 Repairs 250,000 250,000
Rey Road Improvements 50,000 50,000
Cost Transfer Totals $3,329,266 $979,266 $2,350,000

The Finance Committee voted unanimously to forward both proposals to Council for
further deliberation.

Recommendation

Staff recommend pursuing the original recommendation to address the structural deficit,
but over a longer timeframe than initially proposed to allow for refinement of the
implementation plan, additional outreach, and coordination with the State Street Master
Planning process. Until changes to address structural challenges can be fully
implemented, staff recommend approval of a FY 2025 budget reflecting the alternative
proposal, using a one-time transfer of General and Measure C Funds. The alternative
proposal would reduce, but not eliminate, the projected deficit, while allowing the City
additional time to continue to develop the implementation plan and phase in the more
significant changes to the parking system as described in Attachment 1.

BUDGET/FINANCIAL INFORMATION:

Budget impacts, including projected reserves balances and a summary of the proposed
FY 2025 budget under both the recommended plan and the alternative proposal, are
shown in Attachment 2.

Due to the uncertainty of implementing the proposed rate structure and projection of
revenue collection, the City Administrator’'s recommended budget for FY 2025 includes a
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$500,000 transfer of General Fund revenues into the DTP Fund. Staff will evaluate
revenues and expenditures on a quarterly basis throughout FY 2025. If revenues are
adequate to cover expenditures and make progress towards meeting reserve target
levels, a General Fund transfer will likely not be required. If a revenue shortfall occurs,
then the transfer will be processed to ensure the Downtown Parking Fund has adequate
reserves to continue operations.

If neither the recommended proposal with rate structure changes nor the alternative
proposal with General and Measure C funds are implemented, and if FY 2025 revenues
do not increase significantly over FY 2024, the Downtown Parking Fund is projected to
deplete all reserves and require a General Fund subsidy in FY 2025 and beyond.
Maintaining adequate reserves in all City funds is critical to ensure the City continues to
receive a high rating from credit agencies, particularly when considering issuing debt for
large capital improvement projects. Reserves are also communicated to the public on the
City’s financial statements.

ENVIRONMENTAL REVIEW:

The proposed changes to the FY 2025 Downtown Parking Budget falls outside of the
definition of a “Project” under California Environmental Quality Act (CEQA) Guidelines
section 15378 (b)(5) as administrative activities of governments that will not result in direct
physical changes in the environment are not subject to CEQA environmental review. All
future projects as a result of the Implementation Plan will be subject to CEQA
environmental review.

ATTACHMENTS: 1. Finance Committee Agenda Report dated April 30, 2024
2. FY-2025 Budget Summary

PREPARED BY: Sarah Clark, Downtown Team Manager/nv
SUBMITTED BY: Clifford M. Maurer, P.E., Public Works Director

APPROVED BY: City Administrator’s Office



