Staff Report

TO: Revenue and Income Committee

FROM: Julie van Hoff, Director of Administrative Services
THRU: James B. Pruett, General Manager

DATE: September 23, 2021

SUBJECT: Debt Financing for Capital Improvement Projects

Issue/Topic:
Analysis and Review of Debt Financing for Capital Improvement Projects

Recommendation:
Review information provided and consider possible recommendation to the Board of Harbor
Commissioners for consideration.

Policy Implications:
4.3.2 Debt Policy

Fiscal Implications/Budget Status
Staff's recommendation would result in an update to the Final Adopted 2021/22 Budget
Document.

Background
The Harbor District Board adopted the Final Operating Budget and the 5-year Capital

Improvement Plan (CIP) on June 16, 2021. The following projects are approved and funded
under the Adopted 5-year CIP:

1. Tenant Row/Ketch Joanne Tenant Row Restrooms: $803,005
2. RV Park Restroom and Greenspace Improvements: $1,301,215
3. Oyster Point Marina Survey Docks: $100,000
4. Oyster Point Marina Replace Docks 12, 13 & 14: $6,536,800
5. Surfers Beach Restoration/Harbor Dredge Project: $3,815,380
6. West Trail Shoreline Protection: $3,666,857
7. Enterprise Planning Resource System: $861,392
8. Replacement of Vessels and Vehicles: $1,349,626
9. Master Plan: $383,109
10. Construction of Administration Building: $2,180,000
11. Oyster Point Marina Replace Navigational Aids: $282,396

Total: $21,279,780
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The 5-year CIP also approved the following projects pending funds:

1. Pillar Point Harbor Replace Dock G, F or E: $9,600,000
2. Johnson Pier Reconfiguration, H-Dock &

Fuel Dock Replacement: $15,461,701
3. Pillar Point Harbor Parking Lot Improvements: $680,000
4. OPM West Basin Access Ramps for

Docks 1 through 6: $1,308,922
5. Pillar Point Harbor Launch Ramp

Restroom/ Boat Wash: $1,700,000
6. Pillar Point Habitat Restoration: $400,000
7. Pillar Point Coastal Trail Improvement: $200,000
8. Oyster Point Marina 40,000 Square

Foot Parcel Building: $2,100,000
9. Signage/Wayfinding Program: $100,000

Total: $31,550,623

The Budget provides for an estimated $9,326,035 in available Working Capital at the end of five
years. The Actual 2020/21 Working Capital Balance was $2,723,806 above the budgeted
projection resulting in $12,049,841 available to plan for funding of capital projects.

Taking the above into consideration and the critical need to complete several of the unfunded
projects approved by the CIP, staff recommends, in addition to the already approved and
funded projects, that the following projects and preliminary engineering/design services be
funded over the next five years using the estimated $12,049,841 in Working Capital Balance:

1. Johnson Pier Reconfiguration, H-Dock &

Fuel Dock Replacement Engineering/design: $1,229,961*
2. Fuel Dock at PPH: $500,000
3. Pillar Point Harbor Launch Ramp

Restroom/ Boat Wash: (estimate decreased) $700,000
4. Purchase of Admin Building: (additional amt.) $820,000
5. Oyster Point Marina West Basin Access Ramps for

Docks 1 through 6: $1,308,922
6. Shoreline Rock Slope Protection (Master Plan addition) $750,000
7. Pillar Point Harbor Replace Dock G, F or E

Engineering/design: $600,000
8. Pillar Point Harbor Parking Lot Improvements: $680,000
9. Pillar Point Habitat Restoration: $400,000
10. Pillar Point Coastal Trail Improvement: $200,000
11. Signage/Wayfinding Program: $100,000
12. West Shoreline Protection Project (additional amt.) $1,248,558
13. Oyster Point Marina 40,000 Square

Foot Parcel Building: $2,100,000

Total: $10,637,441

* The General Manager has already approved the re-start of this contract to complete the

design and engineering and is seeking Board approval.

Completing the design and engineering on projects 1, 7 is critical to pursuing funding

(grants/debt).

Debt Financing for Capital Improvement Projects
Revenue and Income Committee Meeting

September 23, 2021
Page 2 of 3



SUBJECT: Debt Financing for Capital Improvement Projects

If the above projects are approved for funding, total expenditures are estimated to be
$1,412,400 less than the expected Working Capital.

The following projects are critical to the success and Safety of the District, but the District lacks
the necessary Working Capital to complete them:

1. Replacement of Pillar Point Harbor Docks G, F, H: $9,000,000
2. Johnson Pier Reconfiguration, H-Dock & Fuel Dock: $18,000,000
3. Replacement of Docks 1 through 6 in the East Basin: $16,000,000
4. Replacement of Dock 7: $2.800.000

Total: $45,800,000

The first two listed projects are expected to meet the requirements for a 30-year bond issuance.
Attached is a schedule assuming a 3.5% interest rate for $27,000,000. Annual payments would
be approximately $1,455,000. With the current terms of the Operating Agreement between the
District and City of South San Francisco, projects 3 and 4 will likely not be eligible for financing.

A project not yet addressed but has been raised on several occasions concerns Tenant Row at
Pillar Point Harbor. The current building that currently has two restaurants, a surf shop, a bait
and tackle shop, and an ice cream shop, has reached the end of its useful life and is in need of
replacement. Estimated cost to replace the building is $6,000,000 bringing the total funding
need to $51,800,000.

The Preliminary Budget five-year forecast shows that working capital available is $450,000 in
fiscal year 2024/25. In order for the District to qualify for the above debt service, it would have
to increase revenues, decrease costs and/or secure grant funding for the difference between
$1,455,000 and $450,000 or $1,005,000 by fiscal year 2024/25. The District would be able to
afford approximately $8,350,000 debt issuance with the current forecasts.

Staff contacted the Division of Boating and Waterways for information regarding loans. The
interest rate is 4.5%, there may not be any funding available for the loan this fiscal year, and
Oyster Point Marina projects would not qualify. This is not recommended at this time.

To move forward with a debt issuance, staff recommends the following steps:

1) Complete Preliminary Engineering receive engineers construction estimates, and be
within three months of obtaining all permits for the three projects listed above.

2) Then staff will issue an RFP for Bond Counsel and Financial Advisors. The Financial
Advisors will help us through the preparation of an official statement, rating agency
presentations, analysis of options, and placement of debt.

3) Issue debt as close to issuing bid documents as possible.

Summary/Recommendation:
Staff recommends that the Income and Revenue Committee provide recommendations to be
considered by the Board.

Attachments:

1) Debt Payment Schedule
e Loan Calculator for Future
e Loan Calculator Affordable
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https://www.smharbor.com/files/ec146d8e7/09_23_2021_Item_4_Att_1_Loan+Calculator+for+Future.pdf
https://www.smharbor.com/files/33c5cbae9/09_23_2021_Item_4_Att_1_Loan+Calculator+Affordable.pdf

