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CITY COUNCIL
CITY OF SAN DIEGO

MEMORANDUM
DATE: July 23, 2008
TO: Honorable Councilmembers —
FROM:  Councilmember Kevin Faulcone e' 7L

Councilmember Donna Frye g {

'SUBJECT: Mission Bay Charter Amendment Draft

Attached is a revised draft of the ballot proposition that will amend the City Charter to
designate how Mission Bay Park lease revenues are used.

This draft incorporates a wide range of community input and ideas offered by the City's
Independent Budget Analyst and our Council colleagues. We believe it reflects the best
solutions that have emerged from the many interested individuals and groups involved.

We ook forward to discussing this item at our next Council meeting.

cc:  Honerable Mayor Jerry Sanders
Ms. Andrea Tevlin, Independent Budget Analyst
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Mission Bay Park and Regicnal Parks Improvement Funds Charter Amendment

K Reviewed [ Initiated By Rules  On 6/25/08 ltam No. 3b

RECOMMENDATION TO:

Refer this item to the full City Council for consideration, with comments by the Rules Committee members noted.
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VOTED NAY:

NOT PRESENT:

CITY CLERK: Please reference the following reports on the City Council Docket:
REPORT TO THE CITY COUNCIL NO.

INDEPENDENT BUDGET ANALYST NO.

COUNCIL COMMITTEE CONSULTANT ANALYSIS NO.

OTHER:

Charter Amendment Proposed by Councilmembers Kevin Faulconer and Donna Frye

COUNCIL COMMITTEE CONSULTANT ZWQ
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MISSION BAY PARK AND REGIONAL PARKS IMPROVEMENT. FUNDS
CHARTER AMENDMENT PROPOSED BY =
COUNCILMEMBERS .
KEVIN FAULCONER AND DONNA FRYE °

Background:

FY 2009 Mission Bay Park (MBP) commercial lease revenues for the City will be nearly ,
$30 million. Under an existing City ordinance, only $5 million of MBP revenues are dedicated to
Regional Park capital projects: $2.5 million for Mission Bay Park, and $2.5 for other Regional
Parks. What is often forgotten is that commercial leases were allowed inside MBP 10 help pay
for the creation of the park. Once the initial bonds from 1945, 1950 and 1956 were paid off,
commercial lease revenues were diverted to the City’s General Fund. As a result, major capital
projects have been neglected for many years.

The failure to adequately fund the Mission Bay Park public improvements has made the park less
destrable for families, threatens wildlife, and has created safety hazards for boaters and sailors.
Mission Bay Park requires a stable dedicated funding source to ensure San Diegans and visitors
benefit from the full enjoyment of one of our most important regional recreational assets; to
protect the Mission Bay ecosystem; and to increase City revenues as the park becomes a more
desirable tourist-destination.

Like Mission Bay Park, other Regional Parks — Balboa Park, Mission Trails Park, San Diego
River Park, Otay River Valiey Park, and wiidlife conservation areas throughout San Diego —
require a reliable funding source.

The Proposed Charter Amendment:

* The first $20 million in MBP commercial lease revenues will remain in the General Fund.

* Additional revenues from MBP will be dedicated with 75% for Mission Bay Park and 25%
for other Regional Parks and Multiple Species Conservation Program areas.

»  Two committees are created t0 ensure funds dedicated from the MBP revenues are used
solely for MBP and Regional Park capital improvements.

Effect on Mission Bay Park:

Increases-dedicated lease revenues for MBP improvements from $2.5 million to afnproximately
$7.5 million in FY 2010. As MBP lease revenues grow, capital improvement funds for MBP will
also grow. This dedicated funding source can enable the City to finance more capital projects '
from annual revenues and obtain revenue bonds to finance major long-term projects. Priority
projects in MBP include 80-acre marshland restoration at the Rose Creek outfall; navigation
channels to improve both the Mission Bay environment and boating safety; 140 acres of new
parkland; expanded picnic areas; and infrastructure for more overnight camping, fee-generating

~ hotel rooms, and recreational attractions, primarily at existing commercial locations. Benefits
include protecting all beneficial uses such as improved water quality for family enjoyment of
‘Mission Bay; increased habitat for wildlife and better water circulation keep Mission Bay
healthy; greater enjoyment of Mission Bay by boat, canoe or kayak and enhanced future park
revenue 1o maintain and improve Mission Bay Park.

Effect on Regional Parks and Wildlife Habitat Areas:
Lifts the $2.5 million cap on using MBP revenues for other Regional Parks effective FY 2010.
As MBP lease revenues grow, capital improvement funds for other parks grow with it.
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Citizens Coordinate for Century 3
P. O. Box 87381 San Diego CA 92138-7381 619/232-7196

RE: ITEM 334 - Proposed Charter Amendment regarding Mrssmn Bay Park
revenues

Citizens Goordinate for Century 3 has taken an active roie in Mission Bay Park since 0
beginning in 1961. In the early 1980s, many members participated in developing the current
Mission Bay Park Master Plan. C3 is very pleased to see a proposal for increased funding to
help pay for numerous major deferred maintenance and Master Plan capital improvement
projects in Mission Bay Park and other Regional Parks.

Commercial leases were allowed in Mission Bay Park specifically to pay for the creation

and maintenance of Mission Bay Park. When the original bonds were paid off, however,

lease revenues were re-directed to the General Fund with only a small fraction returned 1o
Mission Bay for basic operations and maintenance. We agree that the time has come to keep
more of the lease revenues for Mission Bay Park projects, to improve water quality and naviga-
bility, and to complete some of the public recreational projects such as Flesta Island, South
Shores and the Rose Creek bicycle/pedestrian bridge.

That being said, we have some concerns regarding the process by which the proposed Charter
Amendment QOrdinance has been rushed forward with minimal public discussion or review, and

- by the two-tier prioritization of projects that would defer recreaticnal parkiand improvements on

Fiesta lsland and South Shores for years while focusing on the “first tier” projects listed.

In March, 2002, the Coastal Commission approved the Sea World Master Plan and incorporated
it into the Mission Bay Park Master Plan (MBPMP). The Commission recognized that improve-
ments to ‘the major undeveloped public areas of Mission Bay Park” have not “kept pace with
intensification of commercial leaseholds”, adding language that directs the City to place public
improvement projects “as the first priority under this [MBPMP] plan” [Section IV: Land Use/
Regional Parkland, p. 38]. The MBPMP further states that “the capital improvement program
will include a phasing component in order to ensure that the recreational improvements will be
developed commensurate with new commercial development approved in the Park. The City
agrees to make recreational .'mprovements on Fiesta Island and South Shores the
highest priority”.

The Fiesta island GDP, which has been under way for at least 2 years, is listed as a “second tier”
project in the draft ordinance, yet is currently in the public review process and could be ready to go
forward within a year once funding is identified. If the Charter amendment is approved by voters,
badly needed public parkland projects such as this could not be pursued until all of the identified
“first tier" projects have been accomplished.

C3 does not disagree with the importance of all of the “first tier” projects in the Draft Charter
Amendment Ordinance, However it does appear that recreational improvements are equally high
priorities that shouid not be placed at the end of the funding line. We urge that the two-tier project
list be changed to state that each project should go forward as appropriate funding is identified and
obtained for each project.
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Lastly, we question why the Mission Beach boardwalk and seawall are listed as Mission
Bay Park “first tier” projects. The Mission Beach and Pacific Beach boardwalk is not
part of Mission Bay Park; it is a Shoreline Park, thus falls within the Developed Regional
Parkiands category, as they are presently described in the existing Mission Bay Park
Ordinance. We question the appropriateness of funding it from Mission Bay Park lease
revenue, putting it in direct competition with so many desperately needed projects within
Mission Bay Park.

In closing, C3 agrees with the importance of retaining more lease revenues in Mission
Bay Park to support the many Master Plan and deferred maintenance projects but we ask
that you modify the wording by removing the strict order of priorities and by listing the
Mission Beach Boardwalk & seawall under “Developed Regional Parks”.

- Sincerely,

Qudslt, @it

Howard M. Blackson [II
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Submitting to the Voters a Ballot
Proposition Amending the City Charter to
Designate the Use of Lease Revenues

- from Mission Bav Park

OVERVIEW

At the Rules Committee meeting of June 25, 2008, Councilmembers Faulconer and Frye
presented a proposal for a ballot measure to amend the City Charter, adding Section 55.2,
requiring that annual lease revenue generated in Mission Bay Park in excess of $20
million be appropriated for public capital improvements in Mission Bay Park (75%) and

-in current and future Regional Parks (25%).

The Rules Committee voted to refer the item to the full City Council for consideration,
- with comments by the Rules Committee members noted.

FISCAL/POLICY DISCUSSION

.Current Municipal Code Requirements ,
At present, Municipal Code §22.0229, entitled “Preparation of the Annual Budget:

Mission Bay Park and Other Regional Park Improvements” is in effect for a period.of ten
years, terminating with the Fiscal Year 2013 budget. The section states that:

City Manager (Mayor) is to prepare the annual budget with appropriations for the
Mission Bay Improvement Fund and the Regional Park Improvement Fund from
Mission Bay Park lease revenues in excess of $20 million, with 25% of the excess
lease revenues allocated to each park improvement fund, up to a maximum of

Office of independent Budget Analyst
702 ( Strest, MS 34 » Son Diego, CA §2101
Ted 4619} 236-6555 Fox (619} 2366356
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$2.5 million each. The remaining 50% of excess lease revenues is deposited in
the General Fund.
e City Council may temporarily suspend compliance if City Manager (Mayor)
determines that anticipated revenues in any fiscal vear will be insufficient to
maintain existing City services
¢ The Mission Bay Improvement Fund is to be used only for permanent public
capital improvements and deferred maintenance of existing facilities in Mission
Bay Park pursuant to the Mission Bay Park Master Plan, with priority given to
Fiesta Island and South Shores
s The Regional Park Fund is to be used only for permanent public capital
improvements, planning, deferred maintenance, and land acquisitions for

Regional Parks

o Allocation of the Regional Park Fund for specific projects shall be equitably
distributed over the effective term to:

VVVVVY

Balboa Park
Mission Trails Regional Park
Otay River Valley Park

San Diego River Park
Multiple Species Conservation Program open space areas
Coastal beaches along with coastal parks contiguous thereto

In Fiscal Year 2008, Mission Bay Park lease revenues total $27.8 million. Based on this,
allocations to the Mission Bay Improvement Fund and the Regional Park Fund will total
$1.95 million each, with the net revenue to the General Fund totaling $23.9 million.

Orginal estimates for lease revenues for FY 2008 totaled $30 million, which would have

resulted in
allocations to each
- fund 6 §2.5
million, reaching
the capped amount
for the first time
since the ordinance
was adopted. This
chart shows the
allocations made
since FY 2005.

Amount in excess of 320 miliion split:

25% 25% 50%
Actual Regional Net to
FY Lease Revenue  Mission Bay Parks General Fund
2005 23,177,612 - 23,177,612
2006 27,020,561 - - 27,020,561
2007 27,383,052 1,940,200 1,940,200 23.502,652
2008 27,800,000 1,950,000 1,250,000

23,900,000

Note: Ordinance suspended in Fiscai Years 2005 and 2006

According to the Mayor’s Five Year Financial Outlook, Mission Bay rents and
concessions are projected to increase by 3.0% annually through Fiscal Year 2013. This
reflects a reduction from the 5.0% annual growth projected in the earlier 2007 Financial
Outlook, and the Outlook assumed compliance with the Mission Bay Ordinance in all
years. As a result, increases in Mission Bay lease revenues are already anticipated to be
received by the General Fund.

During the recent City Council budget deliberations, a project status was provided for
both the Mission Bay and Regional Parks Improven}ent Funds. As of May 6, 2008,




unexpended funds totaled $3.0 million for the Mission Bay Fund and $3.4 million for the
Regional Parks Improvement Fund, from funds that were allocated in previous fiscal
years.- '

Proposed Baliot Measure

As currently drafted, the proposed ballot measure would include Charter language to:
o Define San Diego Regional Parks as those parks that serve regional residents

and/or visitor populations as defined in the General Plan, which currently include:

Balboa Park '

Mission Trails Regional Park

Otay River Valley Park

San Diego River Park

Chollas Creek ,

Multiple Species Conservation Program open space areas

e Require Mission Bay Park lease revenues up to $20 million to be deposited to the
City’s General Fund, with funds in excess of $20 million to be deposited with
75% to the Mission Bay Park Improvement Fund and 25% to the San Diego
Regional Parks Improvement Fund

e Define and prioritize capital improvement projects to be undertaken in Mission -
Bay Park :

o Establish Mission Bay Park Committee and Park and Recreation Board as entities
to recommend projects for funding to the City Council

e Require City Auditor to prepare an annual audit

» Require City to increase current annual expenditure levels for park operations and
maintenance by an amount at least equivalent to the annual percentage growth of
the General Fund :

e Establish a start date of July 1, 2009 and an effective period of thirty years, with
requirement for ballot measure to extend for an additional thirty years

VVVVVY

Comparing to the current municipal code, the Charter amendment does not permit a
suspension of the requirements in the event of a fiscal emergency, eliminates the funding
cap of $2.5 million annually for allocation to each park improvement fund, includes
Chollas Creek and excludes coastal parks from the definition of regional parks, and
allows the addition of future regional parks. The Charter amendment also does not
include a requirement to equitably distribute funds among the regional parks, as does the
municipal code, nor does it describe how funding for the regional parks would be
allocated among the various parks,

Issues for Consideration

During the Rules Committee discussion, concerns were raised about the proposal’s
negative impact to the City’s General Fund, the term of effectiveness of the dedication of
these revenues, the division of lease revenues fo the various uses/funds, and the inability
of the City to suspend the requirements to deal with a fiscal or other emergency.




Earmarking of Discretionary Revenues

This proposal earmarks discretionary General Fund revenues. As a policy, earmarking of
City revenues is not desirable or recommended. It reduces budgetary flexibility by
committing current revenues for specific and enhanced purposes, and in this case, will
cause an immediate and increasingly negative impact to the City’s General Fund, which
is already facing serious budgetary challenges.

Assumes annual growth of 3%, FY 2008 based on adopted budget
Proposal
Estimated Regional Annual Loss to
FY Lease Revenue General Fund  Mission Bay Parks General Fund
25% 25%
2009 29,867,208 -24,833,604 2,466,802 2,466,802 -
75% .25% _ 50%
2010 30,763,224 20,000,000 8,072,418 2,690,806 5,381,612
2011 31,686,121 20,000,000 8,764,591 2,921,530 5,843,060
2012 32,636,705 20,000,000 9,477,528 3,159,176 6,318,352
2013 33,615,808 20,000,000 10,211,854 3,403,951 6,807,903

Creating New Financial Commitments

The Charter amendment requires the City to commit an 1ncreased level of resources each
year for the annual operations and maintenance of parks. This requirement is an effort to
ensure that new funds dedicated for park improvements supplement current funding
levels, and would not be permitted to supplant current budget allocations for park
operations and maintenance. According to the proposed language, this funding level will
be required to increase by the same percentage of growth in the City’s General Fund.
However, the ballot language does not clearly deiineate the sources of funding to be
included in these calculations, and whether it is limited to the General Fund, or would
include other sources of City funding, which may include grants from other agencies, the
City’s Environmental Growth Fund or various other sources. As this amount is not
stated, the ongoing commitment of funding to ensure the increased requirement will be
met is not estimated, but needs to be in order to fully identify the impact of the measure.

‘Staffing and Workload Implications

The dedication of significant funding for new park improvements will create additional
workload and will likely require the addition of staffing to vanious City departments,
including Park Planning within City Planning and Community Investment, and
Engineering and Capital Projects. These costs should be estimated to allow the City
Council and the public to have a clear understanding of the fiscal considerations and
effect on future budgets, and if the funding of staffing costs will be permitted from these
dedicated funding sources. Given the current levels of funding on hand for park
improvements, additional staffing may already be needed in order to complete existing
projects in a timely manner.




Ability to Use Long-Term Financing

The effective term of thirty years together with a dedicated, irrevocable revenue stream is
designed to permit the use of long-term financing options to fund significant park
improvement projects. In the past, the City increased the Transient Occupancy Tax to
fund improvements for Balboa Park and Mission Bay Park, and long-term debt was
1ssued, with these funds utilized for annual debt repayment. The FY 2009 budget
includes $6.6 million for debt repayment for Balboa Park and Mission Bay Park
Improvements. One series of these bonds will be fully repaid in Fiscal Year 2011. The
City could consider the issuance of additional long-term debt, at that time, utilizing a
portion of this source of existing funding totaling $3.5 million, without negatively
impacting the General Fund. As was discussed at the Rules Committee meeting, the
Charter amendment is not necessarily required in order for the City to issue long-term
debt for park improvements.

Alternativés

1) To mitigate the impact to the General Fund, the $20 million allocation to the
General Fund could be increased to the current level of $25 million, el1m1nat1ng
the $5 million reduction that would otherwise occur in FY 2010.

2} The $20 million General Fund allocation could be phased in over a period of time,
possibly starting at the current level of $25 million, with reductions of $2.5
million each year for two years, allowing other General Fund resources to grow
during that period in order to offset the revenue loss.

3) The $20 million allocation to the General Fund could be aliowed to increase each
year by some factor, such as the annual increase o the Consumer Price Index
(CPI), or by the annual percentage growth in the General Fund.

4) Consideration could be given to the issuance of long-term debt for park
- improvements utilizing General Fund or other discretionary resources, without a
Charter amendment. However, a discussion of priorities should occur that could
assist to determine the relative importance and urgency for the initiation of capital
improvement projects for public safety, libraries or park improvements.

Fauly )0 ) i e

Elaine DuVal APPROVED: Andrea Tevlin
Fiscal & Policy Analyst ‘ Independent Budget Analyst
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CITY ATTORNEY Council President Pro Tem Madaffer 6/26/2008
4. SUBJECT:

Mission Bay Park,

Submitting to the voters a ballot proposition amending the City Charter to designate the use of lease revenues from

Steve McNally, x66622 MS 10A

5. PRIMARY CONTACT (NAME, FHOKE & MAIL STA.)

6. SECONDARY CONTACT (NAWNE, PHONE & MAIL STA,)
Mary Ann Kempezenski, x66616 MS 10A

7. CHECK BOX IF REPORT TO
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8.COMPLETE FOR ACCOUNTING PURPOSES

FUND 9. ADDITIONAL INFORMATION / ESTIMATED COST:
DEPT.
ORGANIZATION
OBJECT ACCOUNT
JOB ORDER
C.1.P. NUMBER
AMGUNT
10. ROUTING AND APPROVALS
ROUTE APPROVING DATE ROUTE . APPROVING DATE
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7 A [ ReFer TO: COUNCIL DATE: BYA-x1
11. PREPARATION OF:

the ballot argument.

[J RESOLUTION(S)

ORDINANCE(S)

[J AGREEMENT(S)

1. Submitting to the qualified voters of the City of San Diego at the Municipal Election consolidated with the Statewide Election to be held on
Navember 4, 2008, one proposition amending the City Charter by amending Article V, section 35, by adding section 55:2, requiring annual lease revenue
generated in Mission Bay Park that exceeds $20 miilion, 75% be appropriated for public capital improvements in Mission Bay Park and 25% be

appropriated for public capital improvements in'current and future Regional Parks. 2. Directing the City Attorney to prepare a baitot title and summary.
3. Directing the City Atterney to prepare an impartial analysis. 4. Directing the Mayor’s Office to prepare a fiscal analysis. 5. Assigning authorship of

O] DEED(S)

11A. STAFF RECOMMENDATIONS:

12. SPECIAL CONDITIONS:

COUNCIL DISTRICT(S}:
COMMUNITY AREA(S):

ENVIRONMENTAL IMPACT:

HOUSING IMPACT:
OTHER ISSUES:

N/A
N/A

This activity is not a "project” and therefore exempt from CEQA pursuant to
State CEQA guidelines Sect. 15060 (C)(3).

N/A
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ORDINANCE NO. O- (NEW SERIES)

DATE OF FINAL PASSAGE

AN ORDINANCE SUBMITTING TO THE QUALIFIED
VOTERS OF THE CITY OF SAN DIEGO AT THE MUNICIPAL
SPECIAL ELECTION CONSOLIDATED WITH THE
STATEWIDE GENERAL ELECTION TO BE HELD ON ‘
NOVEMBER 4, 2008. ONE PROPOSITION AMENDING THE
CITY CHARTER BY AMENDING ARTICLE V, BY ‘ADDING
CHARTER SECTION 55.2, DESIGNATING THE USE OF
LEASE REVENUE FROM MISSION BAY PARK

.4‘

parks for purposes of rp_akmg capital improvements and maintaining the beneficial uses of the
parks; and
WHEREAS, pursuant to Section 223 of the San Diego City Charter, article XIV, section

3(b), article 11 of the California Constitution, and section 9255(a)(2) of the California Elections
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Code, the City Council has authority to place charter amendments on the ballot to be considered
at a Municipal Special Election; and

WHEREAS, by Ordinance No. O-19770 adopted on July 15, 2008, the City Council of
the City of San Diego is calling a Municipal Special Election to be consolidated with the

Statewide General Election on November 4, 2008, for the purpose of submitting to the qualified

voters of the City one or more ballot propositions; and

A

WHEREAS, the City Council desires to submit to the'??}iz{)ters attheMummpa] Special
e R
Election one proposition amending the Charter of the City of San Diego by adding Charter

E
R -

Section 55.2; and : ' Ny
!

WHEREAS, the City Council’s proposal on its own' motlon of a charter amendment is
governed by article XI, section 3(b) of the Cahfomla Constltutlon, Cahforma Elections Code

section 9255(a)(2), and California Govemmegt Codg :gggpqn 344$8i énd is not subject to veto by

the Mayor; NOW THEREFORE
BEIT ORDATNED by thi Councﬂ of the C1ty of San Diego, as follows:

Scctlon 1. One pmposmon amendmg the: Charter of the City of San Diego by amending

i tlon to be he]d on November 4, 2008, the proposition to read as

PROPOSITION

SECTION 55.2: MISSION BAY PARK AND REGIONAL PARKS
IMPROVEMENT FUNDS

(a)  For the purpose of this Section, the following definitions shall apply and the
words shall appear in italics:
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