City of Raleigh Budget Note 8

INTEROFFICE MEMORANDUM

June 6, 2011
MEMO TO: J. Russell Allen
City Manager
FROM: Mike Kennon, PE, Transportation Operations Manager
SUBJECT: Budget Note 8 — Enterprise Parking Fund Models — Operations and Debt

Service

The Finance and Public Works Departments have maintained an ongoing work group to
evaluate the current status of the city’s enterprise Parking Funds (442 and 444). This work was
based on the premise that the Parking Fund is intended to be self-sufficient beginning in FY06,
with revenues coming from the parking fees and fines generated within the on and off-street
parking programs. The challenging economic times have made this goal difficult in FY12.

Key Highlights

e The on-street parking revenues for FY11 are projected to fall short of budget by
approximately $1.5 million due to delays in rolling out the new pay stations, variations in
demand in the six parking zones, and an overestimate on the percentage occupancy
with the pay stations. The off-street parking revenues are projected to fall short of budget
by $324,000 due to the economic downturn resulting in the cancellation of approximately
450 monthly accounts since July 1, 2009, and lower than expected transient revenues
from the Convention Center, Performing Arts, and Blount Street Decks. The overall
operating revenue fund balance for FY11 is projected to be $2.27 million.

e The previously recommended market increases to the city parking rates will not be
implemented in FY12 in an effort to minimize the loss of monthly accounts.

e Expenditure increases in FY12 are primarily from the operation costs for the on-going
deck and elevator maintenance, credit card fees and property taxes owed to Progress
Energy. The FY12 direct expenditure forecast matches the budget request.

¢ The model is impacted by the issuance of taxable bonds for the Charter Square Deck
and Blount Street Deck facilities. Both of these decks are anticipated to have multiple
private use agreements associated with them. To date, the Charter Square development
has been delayed and no formal plans have been submitted for the sites adjacent to the
Blount Street Deck.

e In FY11, there is a surplus of $1.48 million from the RCC Underground Deck which will
be used for debt service.

e InFY11, $522,629 in revenue was reassigned from the RCC Fund to the Parking Fund
for collections from the two auditorium lots and from the State of North Carolina
Department of Health and Human Services lease agreement in FY09 and FY10.

e InFY12, there is a surplus of $550,000 from the Charter Square Underground Deck.
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In FY14, the sale of the Blount Street Deck for $12.95 million plus estimated operational
losses of $4.78 million from FYQ9 through FY14 has been removed from parking model
because it is unclear when adjacent development will proceed.

In years FY12 through FY15, the line item inserted last year called Revenue Options
under Development has been removed. A proposal of options to increase revenue was
submitted to Council and referred to BED committee for review in April 2011 and
incorporated into the current model as directed.

In FY12, the current parking model dips to a fund balance of -$1.29 million and
continues to decrease each year through FY15 to -$3.97 million. The decrease in fund
balance is primarily caused by two factors. The first is the increased debt service costs
related to recent parking investments (the Blount Street and Convention Center Decks
acquired in FY09 and the Charter Square Deck in FY10) which, due to the current
economy, exceeded projected parking revenues in early years of their operation by the
City. The second is the downturn in the economy which has resulted in the loss of off-
street parking accounts and transient revenue.

While most parking debt is fixed rate debt, the Blount Street, Charter Square and
Performing Arts Deck debt service payments are on variable rate terms. Though the
model utilizes moderate assumptions for revenues and projected debt service payments,
should there be a shortfall in revenue from parking fees and fines or an unfavorable
change in interest rates, the model could be impacted if alternatives are not identified to
navigate those scenarios.

The attached Parking Model reflects actual and projected debt service for all facilities owned
and managed by the City. The amount being expended for debt service in FY12 is now
approximately 61.36% of the operating budget. The debt level is also impacted by operational
costs netted from revenues (Performing Arts and Convention Center Deck). The funding of this
level of debt service will require ongoing discipline of the parking fee increases modeled over
the debt periods.

The working group will semi-annually update this business model to monitor the Parking Funds
balance. Future new investments in parking facilities will likely be difficult in the short run.
However, as new parking facilities achieve strong utilization, the Parking Fund’s fund balance
will increase and should free capacity to support new capital parking investments.
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