City of Raleigh Budget Note 5

INTEROFFICE MEMORANDUM

June 4, 2012
MEMO TO: J. Russell Allen
City Manager
FROM: Mike Kennon, PE, Transportation Operations Manager
SUBJECT: Budget Note 5 — Enterprise Parking Fund Models — Operations and Debt Service

The Public Works, Finance, and Office of Management and Budget have maintained an ongoing work
group to evaluate the current status of the city’s enterprise Parking Funds. 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 FY13. One new item will be presented to
Council in June to seek approval of an additional late fee of $10 after 180 days which will elevate all
delinquencies to the minimum threshold required for the NC Debt Setoff Program (NCDS). The
NCDS program has already proved to be successful in capturing significant revenue that had not
been acquired previously. The Parking Model assumes this approval will be given. The detailed
Parking Model as well as a Summary of the Model is attached.

Key Highlights

e The off-street parking revenues for FY12 are projected to fall short of budget by approximately
$214,000 (Parking Model, line 27) due to the economic downturn resulting in the cancellation
of approximately 842 monthly accounts since July 1, 2009. The City Center Deck has suffered
the greatest revenue loss of approximately 332 monthly accounts since July 2011 due to the
relocation of Progress Energy. The operating revenue fund balance for FY12 is projected to be
$2.8 million (line 70).

e The previously recommended market increases to the city parking rates will not be
implemented in FY13 in an effort to minimize the continuing loss of monthly accounts.

e Expenditure increases in FY13 are primarily from the costs for necessary capital deck repairs,
structural assessments and required maintenance, utility costs and debt service. The FY13
direct expenditure forecast matches the budget request.

o 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. While plans have been submitted for an apartment complex adjacent to the Blount
Street Deck, this will not be completed until after FY13.

o A proposal of options to increase revenue was submitted to Council and referred to the BED
committee for review in April 2011 and was incorporated into the model as directed. One
option included the addition of a tax intercept amendment to the current collections contract to
capture delinquent fines $50 and greater from NC Tax refunds which was subsequently
approved by Council. This has resulted in the collection of approximately $273,000 in FY12
through May 3rd.
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e To balance the FY13 budget, the General Fund subsidy was increased from roughly $1.5
million to just over $2.0 million. Also, roughly $2.6 million in fund balance will be appropriated.
The working group has established a minimum fund balance goal of $500,000 for the Parking
Operations Fund. Since fund balance will decline over the next few years, the model shows
General Fund transfers will increase to maintain the $500,000 minimum. The decrease in fund
balance is directly related to the current economic downturn resulting from two main factors.
The first is the increased debt service costs related to recent parking investments (the Blount
Street and Convention Decks acquired in FY09 and the Charter Square Deck in FY10) which
have never met projected parking revenues. The second is in the loss of monthly parking
accounts as mentioned previously.

¢ 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. Should there be a shortfall in
revenue or an unfavorable change in interest rates, alternatives will be 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 FY13 is now approximately 53%
of the operating budget.

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