
Santa Cruz Port District 
135 5th Avenue  

Santa Cruz, CA 95062 
831.475.6161 

831.475.9558 Fax 
www.santacruzharbor.org 

PORT COMMISSIONERS: 
Toby Goddard 
Dennis Smith 

Reed Geisreiter 
Stephen Reed 
Darren Gertler 
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SUBJECT: Review of Draft FY21 Budget and 5-Year Capital Improvement Program 

Recommendation: Discuss the proposed FY21 draft budget and capital improvement 
projects, and: 
1. Approve the contributions to the Reserve Fund, Capital

Improvement Fund, and Dredge Intermediate Fund; and,
2. Provide direction to staff on proposed projects to include in the FY21

Capital Improvement Program (CIP); and
3. Provide direction to staff on whether to continue differential fee

structure for sublets; and
4. Provide direction to staff on any other fee increase(s), and other

revisions to incorporate into the final budget for presentation on
February 25, 2020.

BACKGROUND 

The FY21 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 the draft budget provides detailed worksheets depicting the operating budget and debt
service, a recommended funding level for dredge equipment projects (Dredge Intermediate Fund),
and recommended capital projects and capital outlay.

Each year, staff strives to present a balanced budget, giving the Commission the ability to deliberate 
reserve funding, projects, major expenses, and fee increases and consider the projected debt service 
ratio. The draft FY21 budget is presented as a balanced budget that meets required debt service 
ratios, but nominally so, with a projected surplus of $15,207. 

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. To continue to meet 
reserve funding goals, the draft FY21 budget includes a contribution in the amount of $127,410, 
bringing the Reserve Fund balance to approximately $2,016,102. 

As part of adoption of the Reserve Policy, other goals were confirmed and put into practice, including: 
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Election Fund: The account is managed to keep a balance of $200,000. The Election Fund is fully 
funded. No additional contribution is budgeted in FY21. 

CIP Fund: A funding goal of $500,000 per year has been established. The FY21 draft budget meets 
this goal by providing $500,000 in funding from the operating budget (see “Capital Improvement 
Program” below). 

Public Employees’ Medical and Hospital Care Act (“PEMHCA”) Fund: Though there is no statutory 
responsibility for the District to pre-fund its Other Post Employment Benefits (“OPEB”) obligation, an 
annual contribution in the amount of $35,000 was previously allocated to the PEMHCA fund. The 
funding was not held in a restricted trust fund and did not offset balance sheet liability; however, it 
was a demonstration of the District’s commitment to publicly accounting for this liability. 

In FY19, due to implementation of Government Accounting Standards Board (“GASB”) Statement 75, 
the $140,000 in accumulated funding that was previously accounted for as a payroll liability was 
booked against the District’s total OPEB liability required to be reported on the District’s financial 
statements, eliminating the fund balance. No further contributions to the PEMHCA fund are 
recommended or warranted. 

Capital Improvement Program (CIP) 

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

The draft FY21 budget proposes new funding in the amount of $500,000 for the CIP, as described in 
“Reserve Policy” above. In addition, the draft budget proposes to reallocate existing CIP project 
funding as follows: 

• Piling Replacement (F005) – Projected remaining funding of approximately $33,650 to be
allocated to Pier Rehab (F009), which combined with new funding in FY21 provides for priority
repair of 3 east side public pier piles

• West Side Walkway & Retaining Wall (F030) – Projected remaining funding of $3,854 to be
allocated to South Harbor Revetment and Seawall (F022) to supplement funding for an
engineering / dive assessment planned in FY22

• Toyo Pump – Close out project and allocate remaining funding of approximately $10,140 to
the Unallocated CIP Reserve Fund (F099)

• Pappy Park – Per Port Commission action of January 28, 2020, $48,428 in project funding
derived from the Unallocated CIP Reserve Fund (F099)

• X/J Dock Kayak Storage – Close out project and allocate remaining funding of approximately
$111 to the Unallocated CIP Reserve Fund (F099)
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As of March 31, 2020, the balance of the Unallocated CIP Reserve Fund (F099) is projected to be 
$510,339. 

Though no new projects are proposed for funding in FY21, the FY21-25 CIP proposes to encumber 
$75,000 in capital outlay funding included in the FY20 operating budget for future acquisition of a 
replacement water taxi. 

Descriptions of the projects previously funded and proposed for funding are included in the 5-Year 
Capital Improvement Plan. As of April 1, 2020, the total projected balance of the CIP is approximately 
$2,431,832. 

Dredging Equipment – Dredge Intermediate Fund 

A proposed $406,091 contribution to the Dredge Intermediate Fund budget supplements funding 
projected to remain at the end of FY20. Planned maintenance and replacements for FY21 are listed 
in the draft budget report under “Dredging Equipment.” The plan includes acquisition of a barge to 
increase utility of the Toyo submersible pump for inner-harbor dredging operations at an estimated 
cost of $200,000, and delays funding some other items. A complete listing of unfunded Dredge 
Intermediate Fund items is included in the draft budget. It should be noted that in addition to delaying 
funding of some items, the Dredge Intermediate Fund was reduced as part of the budget development 
process (e.g., initial estimates for the Toyo barge were $250,000, though only $200,000 is funded). 
Any additional funding needed for barge acquisition will require Port Commission authorization. 

Staffing 

There is no change to the total personnel FTE count, which remains at 29. The FTE count does not 
include part-time / temporary / seasonal or provisional personnel. 

The dredge crew, represented by Operating Engineers Local No. 3 (OE3), entered into a one-year 
labor contract in January 2020. The OE3 contract ends on December 31, 2020.  

The Harbor Employees Association (HEA), entered into a three-year labor contract in January 2018. 
HEA’s contract ends December 31, 2020. 

Renegotiation of both labor contracts will commence later this calendar year. 

Operating Budget 

Notable changes between the FY20 adopted budget and the FY21 proposed budget are discussed 
below. 

Personnel Costs 
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Total personnel costs in FY21 are projected to increase over FY20 budget levels by approximately 
5.1%. The increase is due to negotiated labor contract salary increases including a 2% cost of living 
increase effective January 1, 2020, a contract salary adjustment for the Port Director effective July 1, 
2019, an approximate 2% increase in unrepresented employee costs which includes minimum wage 
and salary adjustments, increased budgeting for call back, call ready, overtime, comp, and vacation 
payouts and increased CalPERS’ employer contribution rates commencing July 1, 2020. 

Overall, personnel costs in FY20 are projected to be within budget projections for all departments 
except dredging. Higher dredge labor costs projected in FY20 reflect Facilities staff assisting with 
north harbor dredging, unbudgeted overtime expense, and temporary staff labor costs. There are 
other projected overages in line item funding for specific budget programs, e.g., boatyard salaries are 
projected to be higher than budget because management oversight of the boatyard is not included in 
program labor. 

Table 1 – Salary and Benefit Costs 

DEPARTMENT/SERVICE 
FY19 

SALARIES 
& BENEFITS 

BUDGET 

FY20 
SALARIES & 

BENEFITS 
BUDGET 

FY20 
SALARIES 

& BENEFITS 
PROJECTED 

FY21 
SALARIES & 

BENEFITS 
BUDGET 

FY 20 
TO FY21 
CHANGE 

Administrative Services 635,492 668,051 635,372 705,504 + 37,453

Operations 1,306,690 1,395,112 1,360,858 1,471,177 +76,065

Boatyard 196,658 207,989 193,436 211,563 +3,574

Facilities Maintenance and 
Engineering 655,561 706,820 563,073 729,278 +22,458

Dredging Operations 757,084 812,653 834,844 865,738 +53,085

TOTALS 3,551,485 3,790,625 3,587,583 3,983,260 +192,635
(+5.1%)

CalPERS’ employer costs are projected to increase approximately $80,000 over FY20 rates, from 
$479,500 budgeted in FY20, to $559,569 budgeted in FY21, accounting for approximately 42% of 
the projected $192,635 increase in salary and benefit costs. 

Salaries and benefits in the FY21 draft budget represent approximately 42% of anticipated District 
expenditures which total $9,401,682 (49% excluding debt service costs). 
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Budget Program Costs 

The proposed FY21 Services and Supplies budget is approximately 7% higher than the FY20 budget. 
Notable differences include: 

Legal Consultation 
• Legal expense in FY20 is projected to be significantly overbudget, due in part to

unanticipated litigation costs. Additional funding for legal expense is anticipated in
FY21

Utilities: Water, sewer, garbage, gas, electricity 
• Fees for gas and electricity, water, sewer, and garbage have increased across

budgetary programs by approximately 20.4%, reflecting anticipated cost increases
and FY20 projections. This includes the garbage and recycling collection / transport
contract which increased $7,500/year commencing January 1, 2020; Santa Cruz
Municipal Utilities fees for water and garbage; the Santa Cruz County Sanitation
District annual billing which is based on water use; and, one-half of the Crow’s Nest
concession lot garbage bill. A portion of utility expense is reimbursable by landside
tenants.

Fuel 
 Actual fuel expense was higher than anticipated in FY20 due to purchase of fuel for

resale. Additional funding for purchase of fuel for resale is included in the FY21 budget.

Economic Study 
• One-time funding in FY21 for development of an informational report assessing and

summarizing Santa Cruz Harbor’s economic benefits to the community

Street Maintenance Equipment 
• One-time funding in FY21 for a new line striper tool

Dredging 
• Increased cost for wire rope and ancillary equipment repair/maintenance in FY21 (i.e.,

transport CAT dozer acquired in 2019, to Morgan Hill facility for annual off-season
preventative service and repair; crane service; etc.)

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

   Department and Program FY 19 Actual FY 20    
Budget 

FY 20 
Projected 

FY 21 
Proposed 

100    Administrative Services Department 
110    Administration  $       653,783  $       741,251  $       724,843  $       778,728 
120    Finance & Purchasing 170,693 198,454 186,433 207,570 
130    Property Management 474,208 453,120 505,361 538,859 
140    Environmental & Permitting 143,420 201,746 179,525 195,610 
190    Port Commission Support 45,925 53,530 50,235 80,350 

Department Total  $    1,488,030  $    1,648,101  $    1,646,397  $    1,801,117 

   Department and Program FY 19 Actual FY 20    
Budget 

FY 20 
Projected 

FY 21 
Proposed 

200    Operations Department 
210    Harbor Patrol  $       641,572  $       665,018  $       666,141  $       712,349 
220    Marina Management 544,304 486,768 477,887 516,390 
230    Rescue Services 95,508 111,059 102,481 119,260 
240    Parking 357,155 387,081 325,307 371,526 
250    Events 30,683 42,503 26,352 34,791 
280    Fuel Services 413,681 465,031 592,413 590,261 
500    Boatyard 254,419 285,214 268,703 292,540 

Department Total  $    2,337,321  $    2,442,674  $    2,459,284  $    2,637,117 

300    Facilities Maintenance & Engineering 
310    Docks, Piers & Other Marine Structures  $       221,699  $       268,437  $       223,627  $       263,751 
320    Utilities Maintenance 87,507 132,939 84,081 125,918 
330    Building Maintenance 322,643 358,609 351,841 389,156 
340    Grounds Maintenance 750,252 755,694 699,656 837,988 
350    Aeration Program 36,839 58,458 40,150 60,578 
360    Fishery Support 2,762 19,236 5,527 19,460 
390    Capital Projects 1,022 512,437 506,509 459,285 
400    Dredging Operations 1,281,098 1,393,183 1,356,483 1,470,038 

Department Total  $    2,703,822  $    3,498,993  $    3,267,874  $    3,626,174 

Total Operating Budget  $    6,529,173  $    7,589,768  $    7,373,555  $    8,064,408 
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Capital Outlay 

The following capital outlay items are proposed in the draft FY21 budget: 

FY 21 Budget Program Item Amount 
Docks, Piers & Marine Structures Odd Job hull replacement $  15,000 
Utilities Clamshell attachment for backhoe 7,000 
Grounds Replace Truck #27, ‘96 Ford flatbed w/ used truck 30,000 

Total Capital Outlay $52,000 

The FY21 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. As 
part of the $3.35 million in new debt acquired through BBVA Compass Bank in FY19, covenants were 
amended, eliminating the requirement that the District’s revenues also be at least equal to 140% of 
its debt service after operating and maintenance expenses or be subject to depositing additional 
funds with the bank to be held in reserve. 

A debt service coverage projection for audited FY17-19, FY20 (projected), and the draft FY21 budget 
is included in the draft budget (Appendix B). The DSCR, which does not factor in any anticipated 
increase to slip rent in FY21, is projected to be 130%, meeting the 125% requirement.  

Annual reimbursement from the U.S. Army Corps of Engineers for dredging the federal navigation 
channel in the amount of $385,000 is included in the draft FY21 budget. If the Port District is not 
successful in obtaining the annual reimbursement from the Corps, the DSCR could potentially fall 
below the 125% DSCR threshold, to approximately 108%. That may require the Port District to either 
increase fees and/or reduce expenditures, or to temporarily deposit additional funds with BBVA 
Compass Bank in accordance with the loan agreements. 

Revenue and Fees 

The 2019 Consumer Price Index (CPI) for the San Francisco-Oakland-Hayward area (formerly known 
as San Francisco-Oakland-San Jose) is 3.3%. 

The draft budget is presented as a balanced budget with conservative revenue and expense 
projections. It includes projected revenue increases in concession rents in accordance with lease 
agreements based on CPI, and other increases based in part on FY20 revenue projections. No 
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increase has been applied to marina fees in the draft budget. As noted above, the DSCR just meets 
the 125% threshold. Any reduction in revenue may impact the projected DSR. 
 
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). 
 
A table showing historic annual slip fee increases and CPI for the commensurate time period is 
included as Attachment B. 
 
U.S. Army Corps of Engineers Dredging Reimbursement 
 
The 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; 
however, until audited figures are available for FY20 and the USACE confirms the availability of work 
plan funding, no anticipated increase in revenue is budgeted in FY21. 
 
Sublet Fees 
 
A differential sublet rate was established in FY19, reducing the north harbor sublet fee from 30% of 
slip rent, to 15% of slip rent for the remaining half of the fiscal year. There was no change to the south 
harbor sublet fee which remained at 30% of slip rent. The lower fee for the north harbor resulted in a 
nominal 5% reduction in sublet revenue in FY19. Whether to continue the differential fee structure for 
sublets is scheduled for review with the FY21 budget. 
 
Staff is seeking direction from the Port Commission on whether to continue the differential sublet fee 
structure. While the differential rate did not boost sublet activity or associated revenue as hoped, the 
impact on revenue is nominal. If the differential rate is discontinued and north harbor sublet rates 
return to 30% of slip rent, revenue is anticipated to increase by approximately $2,750 in FY21. 
 
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 
$44,000 in additional revenue, excluding dry storage.) 

• Does the Commission wish to continue the differential fee structure for sublets (currently 30% 
of slip rent in the south harbor and 15% of slip rent in the north harbor)? 

• Capital Improvement Plan projects and funding, including Dredge Intermediate Fund 
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The draft FY21 budget will be amended as needed to incorporate direction received from the 
Commission. The FY21 budget will be presented at the February 25 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 

FY02 – FY20 

Year Slip Rent Increase 
(South Harbor) 

Slip Rent 
Increase 

(North Harbor) 

CPI 
(Calendar 

Year)1 
CPI Rate 

FY 02 + 5.0 % 0 

FY 03 + 3.0% + 4.0%

FY 04 + 3.7% + 4.5%

FY 05 + 2.5% + 3.0%

FY 06 + 7.5% + 7.5%

FY 07 + 5.0% + 5.0%

FY 08 + 5.0% + 5.0%

FY 09 + 5.0% + 5.0%

FY 10 + 3.0 % + 3.0 %

FY 11 + 4.0% + 1.0% 2009 2.61% 

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% 

10-YR
AVERAGE 2.33% 2.03% 2.91% 

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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