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[Ap'propriating-${—9§;—ii7e¥‘$]43 445 of General Fund property transfer tax:and reducing botanical |.

-garden fee revenue in the Department of Recreation and Park for Fiscal Year 2010-2011].

Ordinance appropriating $195,176 $143 445 of General Fund from new property transfer
tax and reducmg botanical garden fee revenues, which will be rescinded as ofMarek# ,

ﬁ‘ £ g7 L)
2014 the effquve date 0f this ordinance, in the Department of Recreation and Park for Fiscal

Year 2010-2011.

Note: . = Additions are Sznzle-underlzne ztalzcs Times New Roman;,
: deletions are
Board amendment additions are double underllned

Board amendment deletions are strikethrough-nermal.

Be it ordained by the People of the City and County of San Francisco:
Section 1. The sources of funding outlined below are herein approprlated to reflect the

funding available for Flscal Year 2010-2011.

SOURCES Appropriation
Fund Index Code Subobject Description _ “Amount
1G AGF AAA 995031 12510 Real Property $195176
GF-Non-Project-Controlled ' _ Transfer Tax . $143,445
Total SOURCES Appropriation o $143,445
Supervisor Avalos Page 1 of 3
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Section 2.. The sources of funding outlined below are herein de- approprlated in the | -
Subobject 62611 Admission — Recreation Facmtles (Botanlcal Garden), and reﬂeots the
substitution of General Fund revenue to support free access to the Botanical Garden as—of |

Ma#eh#%@ﬂ for the Department of Recreation and Park in Fiscal Year 2010- 2011.

SOURCES De-Appropriation

Fund Index Code / Subobject Description . S ~'Amouet
Projerct Code | 7 -
1G AGF AAA RECGGPGF 62611 Admié‘s’foh"‘—” Botanical Gardens . 19517
' _GF-NcBﬁ-' . » Recreatio;hA'-Fécilri'ties' : © i 8143,445
Project- | |
Controiled
Total SOURCES De-Appropriatioﬁ | ' | ' $143,445

Section 3. As of Mareh 172011 the effective date of this ordinance, the Botanical Garden
entrance fee shall expire due fo Sec. 12.46(d) of the Park Code which stafes that “the non-
resident fee for the Botanical Gardens shall sunset at the end of Fiscal Year 2010-11.
Further, if the Department receives revenue from a new tax that could cover operating and
maintenance of the Botanical Gardens, the entrance fee shall expire within 90 days after the

effective date of the new tax.”

Supervisor Avalos Page 2 of 3
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APPROVED AS TO FORM:
DENNIS J. HERRERA, City Attorney

e A (D

- Deputy Clt/Attorney

Supervisor Avalos
BOARD OF SUPERVISORS

- FUNDS AVAILABLE

Ben Rosenfield, Controller:. |
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BUDGET AND FINANCE COMMITTEE MEETING ‘ - APRIL 6,2011

ltems 1 & 2 : Department .
Files 11-0225 & 11-0113.. Recreation and Park Departmen

Legislative Objectives

e File 11-0225 would amend San Francisco Park Code Section.12.46 to (1) extend admission fees to
the Botanical Garden for non-San Francisco residents beyond June 30, 2011; (2) authorize free
admission for San Francisco Botanical Society members and ‘members of reciprocating
horticultural nonprofits; (3) eliminate the provision in the Park Code that cancels the Botanical
Garden admission fee if the Recreation and Park Department’s (RPD) receives revenue from a
new tax that can be used for Botanical Garden operating and maintenance costs, and (4) make
environmental findings. L o

e . File 11-0113 'Wouid rescihd the Botanical Garden non-San Francisco resident visitor fee and |
appropriate $195,176 from the General Fund Reserve to RPD’s FY 2010-2011 budget.

Key Points

e The Botanical Garden non-San Francisco resident visitor fee was approved by the Board of
Supervisors on June 22, 2010 and went into effect on August 7, 2010. The non-San Francisco
resident visitor fee expires on June 30, 2011. '

e The two proposed ordinances would have an opposite impact on the non-San Francisco resident
visitor fee. File 11-0225 would indefinitely extend the non-San Francisco resident visitor fee. By
contrast, File 11-0113 would immediately eliminate the non-San Francisco resident visitor fee.

e The San Francisco Botanical Garden Society (SFBGS) originally projected that the non-San
Francisco resident visitor fee would generate- $650,000 in FY 2010-2011. Due to lower-than-
expected revenues and delayed implementation, SFBGS reduced that projection to $402,401.
However, after inquiries made by the Budget and Legislative Analyst’s Office, SFBGS has since
further reduced the projection to $355,992.

* An existihg 'MOU between RPD and SFBGS does not address the non-San Francisco resident
visitor fee. On July 27, 2010, RPD and SFBGS entered into a Grant Agreement specifying

" SFBGS’s role in administering the non-San Francisco resident visitor fee. SFBGS’s visitor fee
administrative costs are budgeted at $210,058 in FY 2010-201 1. ' '

e SFBGS has verbally pledged a subsidy of at least $104,066 to help offset the cost of implementing
the non-San Francisco resident visitor fee in FY 2010-2011 and to ensure RPD receives net
revenues totaling $250,000 from the non-San Francisco resident visitor fee. According to RPD, if
the Board of Supervisors eliminates the non-San Francisco resident visitor fee, per File 11-0113,
SFBGS would withdraw its $104,066 verbally pledged subsidy. - -

e The Budget and Legislative Analyst finds that the non-San Francisco resident visitor fee is very
" costly to administer. Such administration is projected to cost $0.59 for every dollar of visitor fee
revenue in FY 2010-2011. If the fee were continued into FY 2011-2012, the actual cost of
administering the non-San Francisco resident visitor fee and the ratio of visitor fee cdst to revenue.

is projected to decline to $0.38 for every dollar, although that reduced relative administrative cost

SAN FRANCISCO BOARD OF SUPERVISORS : BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING " APRIL6,2011

is based on SFBGS’s projected increase in non-San Francisco resident visitor fee revenue of at
least $186,063, or 52.3 percent, from the FY 2010-2011 reduced revised projected amount of
$355,992 to the FY 2011-2012 projected amount of $542,055. In the professional judgment of the
Budget and Legislative Analyst, a 52.3 percent increase in revenue is highly optimistic. '

RPD is reimbursing SFBGS for SFBGS’s personnel costs.for 4.6 full-time equivalent (FTE)
positions associated with the administration of the non-San Francisco resident visitor fee. Under
the Grant Agreement between RPD and SFBGS, RPD agreed to reimburse SFBGS for personnel
~ costs related to the visitor fee. However, the specific positions, FTE amounts, and wage rates were
not specified in the Grant Agreement between RPD and SFBGS. ’

Fiscal Impact

File 11-0225 would result in annual visitor fee revenue, projected by SFBGS to be $542,055 in FY
2011-2012. These revenues would be offset by administrative costs to be reimbursed by RPD to -
SFBGS, estimated by SFBGS to be $204,836 in FY 2011-2012, resulting in a total projected net
revenue to RPD of $337,219. ' '

File 11-0113 would appropriate $195,176 from the General Fund Reserve to RPD for maintenance
‘of the Botanical Garden in FY 2010-2011. If the non-San Francisco resident visitor fee was
rescinded as of May 19, 2011, the estimated lost revenue, offset by avoided administrative costs,
would result in an estimated net loss of revenue to RPD of $143,445, or $51,731 less than the
- requested $195,176. :

Recommendations

If the Board of Supervisors approves the proposed ordinance (File 11-0225), request the RPD to
(a) explicitly state the SFBGS FTEs and salary costs that would be reimbursed by RPD to SFBGS
under any future MOU or Grant Agreement between the RPD and SFBGS, and (b) discontinue the
practice of making verbal or other informal clarifications in any future MOUs or Grant
Agreements between RPD and SFBGS. o

Approval of the proposed ordinance (File 11-0225) is a policy decision for the Board of
Supervisors since (a) the cost of administering the non-San Francisco resident visitor fee is high,
and (b) the projected 52.3 percent increase in revenue from FY 2010-2011 to FY 2011-2012 is
highly optimistic in the professional judgment of the Budget and Legislative Analyst, and revenue.
shortfalls could potentially impact RPD’s FY 2011-2012 needed General Fund Appropriation.

Amend the other proposed ordinance (File 11-0113) to replace “As of March 17, 2011,” with “As
of the effective date of this ordinance.” - ' _ '

“Amend the proposed ordinance (File 11-0113) to reduce the requested appropriation from the
General Fund Reserve by $51,731, from $195,176 to $143,445, the actual amount needed to keep
RPD’s FY 2010-2011 budget in balance. o .

A‘pproval of the proposed ordinance, as amended (File 11-0.1_13) is a policy decision for the Board
of Supervisors as this ordinance would rescind the current non-San Francisco resident visitor fees
- ‘and replace the non-San Francisco resident visitor fee revenue with General Fund revenues for the

balance of FY 2010-2011.

SAN FRANCISCO BOARD OF SUPERVISORS : ’ BUDGET AND LEGISLATIVE ANALYST ‘
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BUDGET AND FINANCE COMMITTEE MEETING o : ~ APRIL6,2011

MANDATE STATEMENT AND BACKGROUND

-Mandate Statement

Charter Section 2.109 provides that within 30 days of submission by the Mayor, the Board of
Supervisors shall approve or reject ary rate, fee, or similar charge to be imposed by any
_ department, official, board or commission, by ordinance. ‘ .

B/ackgrodnd

The Recreation and Park Department (RPD) operates and maintains the Botanical Gatden
located in Golden Gate Park. The RPD budget combines the Botanical Garden and the
Conservatory of Flowers. Ms. Katharine Petrucione, Director of Finance and Administration for
RPD, estimates that the annual budget for maintaining the Botanical Garden alone is $1,677,951
in FY 2010-2011. , ' : ’ . '

Under an existing Memorandum of Understanding (MOU), the San Francisco Botanical Garden
‘Society (SFBGS), a ‘nonprofit organization, provides educational programming with classes,
docents, youth programming, and school tours conducted in the Botanical Garden and operates-a
book store and library, adjacent to the Botanical Garden, at no cost to RPD. Before 2010, RPD
did not charge any fees to enter the Botanical Garden. |

" Creation of the Non-San Francisco Resident Fee

'On June 22, 2010, the Board of Supervisoré apprdved an ordinance to amend Section 12.46(d) of
‘the City’s Park Code to establish a new non-San Francisco resident visitor fee for non-San
Francisco residents (File 10-0469). The non-San Francisco resident visitor fees are listed in

Table 1 below.

Table 1: Existing Botanical Garden Visitor Fees

Age/Category = . : Visifor Fee.
San Francisco Residents . ' ' Free
‘Non-San Francisco Resident Adults _ o - $7.00
Non-San Francisco. Resident Youth 12-17 and Seniors 65 and over $5.00
Non-San Francisco Resident Children 5-11 ' $2.00
Non-San Francisco Resident Children 4 and under Free
Nori-San Francisco ‘Resident Families (2 adults and all children $15.00
| under 17 years residing in the same household)

Source: San Francisco Park Code

SAN FRANCISCO BOARD OF SUPERVISORS ’ BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMTTEE MEETING - APRIL 6,2011

- Expiration of the non-San Francisco Resident Visitor Fee

Park Code Section 12.46(d) includes two expiration clauses for the non-San Francisco resident
visitor fee: . '

141 f the Department receives revenue from a new tax that can be used for operating and
maintenance costs at the Botanical Gardens, authority to collect the non-resident fee for
entrance to the Gardens shall expire by operation of the law within 90 days after the
effective date of the new tax;” and :

2%The non-resident fee for the Botanical Gardens shall sunset at the end of Fiscal Year
2010-11.” ' ' '

As discussed below, in November of 2010, San Francisco votérs approved Proposition N, which
increased the Real Property Transfer Tax rates. More than 90 days have elapsed since the .
~ passage of Proposition N. Therefore, the non-San Francisco resident visitor fee will expire if the
Board of Supervisors appropriates revenues, as certified by the Controller, to RPD from the Real
Property Transfer Tax. If the Board of Supervisors takes no action on ‘the non-San Francisco
resident visitor fee, the fee will expire on June 30, 2011, as specified in the second expiration
clause above. Alternatively, the non-San Francisco resident visitor fee could be extended if the
proposed legislation (File 11-0225) to extend the fee beyond June 30, 2011 is approved by the

Board of Supervisors. :
Grant Agreemerit between RPD and SFBGS

Because there was no language in the MOU between RPD and SFBGS regarding the
administration of the non-San Francisco resident visitor fee, on July 27, 2010, RPD and SFBGS
“entered into a Grant Agreement specifying SFBGS’s role in administering the non-San Francisco
resident visitor fee. Under the current Grant Agreement, SFBGS agreed to staff the two
'Botanical Garden gates from 9 a.m. to 6 p.m. between April 1 and October 1 and from 9 a.m. to
4 p.m. between October 2 and March 31. The SFBGS began collecting the non-San Francisco
resident visitor fee on August 7, 2010, The Grant Agreement between the RPD and the SFBGS
did not require Board of Supervisors approval because the Agreement was projected to generate
less than $1,000,000 in revenue in FY 2010-201 1.

Visitor Fee Administration Costs

Under the current Grant Agreement between RPD and SFBGS, SFBGS remits gross visitor fee
revenues directly to RPD on a weekly basis, and RPD reimburses SFBGS for the costs of -
administering the visitor fee. As stated in the Grant Agreement, RPD is to reimburse SFBGS for
“cligible” administrative costs. Such eligible expenses are listed in the Attachment to this report,
which is Appendix A to the Grant Agreement. “ . S

However, the Grant Agreement does not specify the specific SFBGS personnel, positions, or the
percentage of cost of the FTE positions that RPD is to reimburse to SFBGS. According to Ms.
Petrucione, the SFBGS hired four new full-time equivalent (FTE) positions to collect the non-
San Francisco resident visitor fee, including: (1) Ticket Taker Supervisor, (2) Lead Agent, (3)
North Gaté Agent, and (4) Main Gate Agent. Ms. Petrucione stated that RPD agreed to reimburse
SFBGS for all of the four new SFBGS positions and a portion of two existing SFBGS positions

SAN FRANCISCO BOARD OF SUPERVISORS - - ) . BUDGET AND LEGISLATIVE ANALYST
1&2-4 ‘
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~ at the hourly rates shown in Table 2 below. However, according to Ms. Petrucione, the specific

" positions and FTE costs that are reimbursed by RPD to SFBGS are based on a verbal
understanding between RPD and SFBGS, and are not specified or documented in the Grant
Agreement. ’ ' ‘

Table 2: SFBGS Positions Reimbursed by RPD

SFBGS Admission Staff FTE Hourly Rate with Fringe Benefits
Finance Manager 020 $40.11 ‘
Accounting Assistant 0.40 $14.00

Ticket Taker Supervisor 1.00 $14.00

Lead Agent 1.00 $11.00

North Gate Agent 1,00 $11.00

Main Gate Agent 1.00 . $11.00

Total 4.60

" Source: RPD

Table 3 below summarizes SFBGS’s actual and budgeted costs of administering the non-San
Francisco resident visitor fee. Actual costs are shown from August 7, 2010 through February 28,
2011, and budgeted costs are shown from August 7, 2010 through June 30, 2011. Table 3 also
includes an annualized estimate of what the FY 2010-2011 budgeted costs would have been if
the non-San Francisco resident visitor fee had been effective July 1, 2010, instead of August 7,
2010, as well as the projected annualized costs for FY 2011-2012. -

Table 3: SFBGS Costs Associated with Implementing the Botanical Garden Visitor Fee

FY 2010-2011,
: Annualized
o Budgeted Costs, Estimate,
Actual Costs, | August7,2010 July 1, 2010 to .
. August 7, 2010 to June 30, 2011 June 30,2011 FY 2011-2012

Expenses to Feb. 28,2011 | (Revised 3/30/11) | (Revised 3/30/11) - (Projected)
Salaries $108,119 $150,325 $165,685 $153,352
Taxes/Benefits 17,527 23,420 _ 25,333 28,722
Payroll Expenses Subtotal $125,646 $173,745 - $191,019 $182,074
Hiring/Recruitment Costs $1,775 $1,775 $1,775 - %0
Admission Prep 1,200 1,200 1,200

Security 15,267 15,267 15,267

Start-Up Costs Subtotal . $18,242 $18,242 $18,242 $0
Supplies $383 $1,568 $1,817 $2,985
Printing b ‘ 4,156 7,377 8,209 9,974
Telephone 1,318 2,053 2,200 1,764
Bank/Credit Card Fees 2,187 - 5,623 5,712 6,002
Payroll Services 822 1,450 1,606 2,037
General Expernses Subtotal $8,866 $18,071 $19,544 $22,762
"Total ' $152,754 «  $210,058 $228,805 $204,836

Source: SFBGS through RPD.

SAN FRANCISCO BOARD OF SUPERVISORS
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Visitor Fee Revenue to Date

SFBGS originally provided RPD with an estimate of projected gross revenues from the non-San
Francisco resident visitor fee totaling $650,000 for the 12 month period from July 1, 2010
through June 30; 2011 in FY 2010-2011. However, due to both the delayed implementation as
well as lower-than-expected revenues from the non-San Francisco resident visitor fee, SFBGS
~ revised its gross revenue projection downward to $402,401 for the period from August 7, 2010,
when. the non-San Francisco resident visitor fee was first charged, through June 30, 2011,
. including $8,099 in revenue from annual memberships. After.inquiries by the Budget and
‘Legislative Analyst’s Office, SFBGS provided further revised gross revenue projections of
$355,992 for the period from August 7, 2010 through June 30, 2011, including a reduced
projection of $5,139 in revenue from annual memberships. '

As shown in Table 4 below, actual visitor fee revenue has totaled $231,064 from August 7,.2010
through March 28, 2011. Based on an analysis conducted by the Budget and Legislative Analyst,
Table 4 below includes descriptive statistics related to the projected and actual visitor fee
revenue for FY 2010-2011.

Table 4: Botanical Garden Visitor Fee Revenue and Descriptive Statistics |

Revenue Statistic ' ' o Amount
| Visitor fee revenue, 8/7/10 through 3/28/11 , K . | $231,064
Week with greatest fee revenue (August 17-23, 2010) n $12,935
Week with least fee revenue (December 14-20, 2010) o ' _ $2,277
| Average weekly fee revenue through 3/28/11 ’ $6,843
Median weekly fee revenue through 3/28/11 $7,097
Average weekly fee revenue in best two month period (8/10/10 to 10/11/10) | $9,514
Median weekly fee revenue in best two month period (8/10/10 to 10/11/10) $8,640
Average fee revenue per week, from 3/29/11 through 6/30/11, needed to reach o
SFBGS’s revised reduced projected fee revenue of $355,992 (including $5,139 in $8,921
membership fees) ' :
Number of weeks in which fee revenue equaled or exceeded $8,921, to date 4
* There are 13 3/, weeks between March 29 and June 30, 2011 '

Figure 1 below, is a line chart illustrating the weekly visitor fee revenues from August 7, 2010

through March 28, 2011. The first plateau represents an average of actual revenue for the first
four weeks of March, 2011. The second plateau at the right side of the chart reflects the $8,921

average weekly revenue that the non-San Francisco resident visitor fee would need to generate

from March 29, 2011 through June 30, 2011 to achieve SFBGS’s revised reduced visitor fee

. projection amount of $355,992 for FY 2010-2011. -

SAN FRANCISCO BOARD OF SUPERVISORS - BUDGET AND LEGISLATIVE ANALYST
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v

Figure 1: Botanical Garden Visitor Fee Revenue, 8/07/10 through 3/28/11 and ,
Vjsitor Fee Revenue Level Needed to Achieve SFBGS Projection, 3/29/11 through 6/30/11
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Figure 2 below, compares the different FY 2010-2011 projected amounts, including the projected
SFBGS administrative costs described above. :

Figure 2: A Comparison of Botanical Garden Visitor Fee Revenue Projections and
Anticipated SFBGS Administrative Costs for FY 2010-2011
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If the non-San Francisco "resid'ent visitor fee was extended through FY 2011-2012, SFBGS
projects that the non-San Francisco resident visitor fee would generate $542,055 in revenue in
- FY 2011-2012. '

SAN FRANCISCO BOARD OF SUPERVISORS : BUDGET 'AND LEGISLATIVE ANALYST
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SFBGS Made a Verbal Pledge to RPD to Absorb Some Visitor Fee Administrative Costs -

According to Ms. Petrucione, SFBGS agreed to absorb some of the first year and startup costs of
. the non-San Francisco resident visitor fee in FY 2010-2011, by verbally agreeing to guarantee
RPD up to $250,000 of revenue from the non-San Francisco resident visitor fee in FY 2010-
2011. Based on the Budget and Legislative Analyst’s analysis of SFBGS’s budgeted costs and
projected revenues, SFBGS would need to subsidize the RPD with approximately $104,066 of
revenue to offset SFBGS’s administrative costs, as shown in Table-5 below. ' '

- Table 5: Projected Visitor Fee Revenue, Costs, and Subsidy for FY 2010-2011

Projected Visitor Fee Revenue ' - $355,992
Net Visitor Fee Revenue to RPD : : 250,000
Net to be Paid by RPD to SFBGS for Administration of Visitor Fee $105 ,992
SFBGS Administration»Cost’s Budgeted for 8/7/10 through 6/30/11 210,058
Subsidy of Administration Costs Verbally Pledged by SFBGS (104,066)

However, according to Ms. Petrucione, SFBGS has indicated to RPD that if the City rescinds the
non-San Francisco resident visitor fee in FY 2010-2011, then SFBGS would not provide any
subsidy to-RPD. - ' ~

However, Ms. Petrucione added that SFBGS pledged that if the non-San Francisco resident
visitor fee is extended into FY 2011-2012, and in the unlikely event that gross visitor fee revenue
was less than SFBGS’s costs of administering the fee, SFBGS would subsidize the difference

between gross visitor fee revenue and administrative costs. ‘ '

San Francisco Real Property Transfer Tax, Proposition N

San Francisco voters approved Proposition N, pertaining to the City’s Real Property Transfer
Tax, on November 2, 2010. Proposition N amended the San Francisco Business and Tax
Regulations Code by amending Section 1102 of Article 12-C — Real Property Transfer Tax to
increase the City’s Real Property Transfer Tax rate (a) from 1.5 percerit to 2.0 percent for sales
and long-term leases of real property valued at $5,000,000 to $10,000,000 and (b) from 1.5
percent to 2.5 percent for sales and long-term leases of real property valued at $10,000,000 or
more. According to the November 2, 2010 San Francisco Voters Information Pamphlet, proceeds
from the tax would accrue to the City’s General Fund. The Controller’s statement on Proposition

N noted, “Should the proposed ordinance be approved by the voters, in my opinion, it will
generate additional tax revenue for the City that can be used for any public purpose.”

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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DETAILS OF PROPOSED LEGISLATION

File 11-0225

File 11-0225 would amend the San Francisco Park Code, Article 12, by amending Section 12.46,
to (1) remove the June 30, 2011 visitor fee sunset date, thereby extending the visitor fee; (2)
authorize free admission for San Francisco Botanical Society members and for members of
reciprocating horticultural non-profit organizations; (3) eliminate the provision in the City’s Park.
"Code that cancels the non-San Francisco resident visitor fee if the Recreation and Park
Department receives revenue from a new tax that can be used for Botanical Garden operating
and maintenance costs, and (4) make environmental findings. Under the current Park Code, RPD
is required to report on the non-San Francisco resident visitor fee twice per year to the Budget
and Finance Committee. File 11-0225 would reduce the frequency of these required reports to

once per year.
File 11-0113

File 11-0113 would rescind the San Francisco Botanical Garden non-San Francisco resident
visitor fee on the effective date (estimated to be May 19, 2011), subject to the approval of the
proposed ordinance by the Board of Supervisors. In order to make up for the reduction in
revenue to the Recreation and Park Department (RPD), the proposed ordinance would also

~ appropriate $195,176 from the General Fund Reserve resulting from increases to the City’s Real
Property Transfer Tax. The appropriation of this revenue would be credited to the RPD FY 2010-
2011 budget. Such General Fund revenue would result from increased Real Property Transfer
Tax revenues based on the passage of Proposition N, as described above. Such tax revenue can
be used “for any public purpose,” if certified by the Controller and appropriated by the Board of
Supervisors. . S :

FISCAL IMPACTS

File 11-0225

File 11-0225 would result in the extension of the non-San Francisco resident visitor fee and the
“associated revenues received by RPD beyond June 30, 2011. RPD projects that the non-San
Francisco resident visitor fee would generate $542,055 in revenues in FY 2011-2012. These

- additional revenues would be offset by budgeted administrative costs of $204,836 in FY 2011-
2012. Therefore, the estimated net revenue to RPD in FY 2011-2012 would be an estimated
$337,219. This net additional revenue would accrue to RPD’s FY 2011-2012 General Fund
budget. According to Ms. Petrucione, RPD has assumed the continuation of revenues from the
non-San Francisco resident visitor fee in RPD’s FY 2011-2012 annual budget submission to the
Mayor’s Office. : ‘ ' -

. SAN FRANCISCO BOARD OF SUPERVISORS . BUDGET AND LEGISLATIVE ANALYST
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File 11-0113

File 11-0113 would rescind the current non-San Francisco. resident visitor fees. The proposed
ordinance would also appropriate $195,176 from the City’s General Fund Reserve to RPD for
general maintenance of the Botanical Garden in FY 2010-2011, in order to offset the financial
impacts from terminating the non-San Francisco resident visitor fees and the associated
revenues currently received by RPD. '

As noted above, if this proposed ordinance is approved, the estimated effective date to cease
collecting the non-San Francisco resident visitor fee is May 19, 2011. The Budget and
Legislative Analyst estimates that File 11-0113 would result in foregone revenues to RPD
totaling $158,863, which would be offset by not having to reimburse SFBGS for estimated
administrative costs of $15,418, resulting in total estimated net foregone revenues to RPD of
~ $143,445 as shown in Table 6 below. :

Table 6: Estimated Foregone Revenue and Avo:ided Costs to RPD, File 11-0113

Foregone non-San Francisco Resident Fee revenues, May 19, 2011 through June 30, 201 1 $54,797
Loss of SFBGS subsidy o o o o 104,066
Subtotal: Foregone Revenue and Subsidy ‘ ‘ $158,863
(Avoided SFBGS Administrative Costs)™ - ' S . (15,418) |
Estimated Foregone Revenue less Avoided Costs - - , $143,445

© * Assumes average revenue of ‘$8,921 per week. - .
** Straight-line calculation based on remaining Administrative Fee budget as of February 28, 2011.

The subject, requested $195,176 General Fund Reserve appropriation exceeds the amount
needed by $51,731 ($195,176 less $143,445). : ' '

POLICY CONSIDERATIONS

The Visitof Fee Automatically Expires on June 30, 261 1

As noted in the Background section above, if no further action is taken by the Board of
Supervisors, the non-San Francisco resident visitor fees will expire on June 30, 2011. Therefore,
if the Board of Supervisors takes no action on the two proposed ordinances, June 30, 2011 would
be the last day that SFBGS and RPD can charge the non-San Francisco resident visitor fee, such’
that entry to the Botanical Garden would be free for all visitors, including non-San Francisco
residents, effective July 1,2011. ' -

The Non-Séh Francisco Resident Visitor Fee Is Relatively Expensive to
' Administer

"As shown in Table 5 above, the SFBGS projects FY 2010-2011 non-San Francisco resident
visitor fee revenue will total $355,992. SFBGS’s budgeted administrative costs to be reimbursed
by RPD to SFBGS are $210,058 in FY 2010-201 1, or 59.0 percent of the fee revenue (excluding
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SFBGS’s subsidy). In other words, as shown in Table 7 below, in FY 2010-2011 it will cost
more than $0.59 in administrative expenditures to earn each $1.00 of non-San Francisco resident
visitor fee revenue.

Table 7: Ratio of Visitor Fee Revenue to Cost

Net Revenue,

Projected ' Excluding Cost per .
Administration "Projected SFBGS |  $1L.00of
Year . Cost Revenue Subsidy Revenue
FY 2010-2011 §210,058 . §355002 |  $145,934 $0.590

(With rejection of File 11-01 13)
FY 2011-2012

(With rejection of File 11-0113 and $204,836 $542,055 - $337,219 $0.378
approval of File 11-0225) -

If the Board of Supervisors approves File 11-0225 and extends the non-San Francisco resident
visitor fees beyond June 30, 2011, this ratio of administrative costs to revenues is expected to
decrease. With startup costs already having been paid in FY 2010-2011, SFBGS’s administrative
costs are estimated to decrease from $210,058 in FY 2010-2011 to $204,836 in FY 2011-2012.
. With a full 12 months of revenue and increased advertising, programming and attendance, RPD -
and SFBGS are projecting FY 2011-2012 revenue would be '$542,055. Based on these
projections, the ratio of cost to revenue would decrease from 59.0 percent in FY.2010-2011 to
37.8 percent in FY 2011-2012, as shown. in Table 7 above. Therefore, it will cost $0.378 in
administrative expenditures to earn each $1.00 of non-San Francisco resident visitor fee revenue
in FY 2011-2012. : : :

The Budget and Legislative Analyst notes that the costs of administering the non-San Francisco
resident visitor fee are relatively fixed, while the revenue is dependent on attendance. Therefore,

if actual non-San Francisco resident visitor fee revenue falls below SFBGS’s projections, the
ratio of cost to revenue will increase. :

In the professional judgment of the Budget and Legislative Analyst, SFBGS’s FY 2011-2012
non-San Francisco resident visitor fee revenue projection of $542,055, an increase of $186,063
or 52.3 percent over the $355,992 revised reduced revenue projection for FY 2010-2011 is
highly optimistic. If such revenues fall short of the projection, SFBGS’s administrative costs
would exceed 37.8 percent of the FY 2011-2012 revenue. : '

In the Professional Judgment of the Budget Analyst, SFBGS’s and RPD’s
'FY 2011-2012 Revenue Projection of $542,055 is Highly Optimistic;
A Revenue Shortfall Could Impact RPD’s FY 2011-2012 General Fund Budget

* After inquiries made by the Budget and Legislative Analyst, on March 30, 2011, SFBGS through
RPD provided the Budget and Legislative Analyst with a revised reduced non-San Francisco
" resident visitor fee projection of $355,992 for FY 2010-2011. However, SFBGS and RPD are not
revising their projection that.the non-San Francisco resident visitor fee would generate $542,055
in FY 2011-2012. This projection would be an increase of $186,063, or 52.3 percent over
SFBGS’s revised reduced revenue projection of $355,992 for FY 2010-2011. Ms. Petrucione
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notes that if the non-San Francisco resident visitor fee is extended, the nion-San Francisco
resident visitor fee would be in place for an entire 12 moriths, instead of approximately 11
months in FY 2010-2011, and RPD and SFBGS would engage in a “robust marketing campaign”
including work with local hotels, the San Francisco Convention and Visitors Bureau, and bolster -
programming to increase attendance. o -

In the professional judgment of the Budget and Legislative Analyst, a 52.3 percent increase in
revenue is highly optimistic. o S '

Despite this optimism, the Budget and Legislative Analyst notes that SFBGS has not pledged to
subsidize the administrative costs of the non-San Francisco resident visitor fee in FY 2011-2012.
If révenues increase in an amount less than the projected 52.3 percent in FY 2011-2012, RPD’s
FY 2011-2012 General Fund could be impacted.

RPD Should Discontinue the Practice of Entering Into Verbal Unwritten
Agreements

RPD and SFBGS are administering the non-San Francisco resident visitor fee under a Grant
- Agreement entered into by both parties on July 27; 2010. As noted.in the Background section
above, the Grant Agreement between RPD and SFBGS did not require Board of Supervisors
approval. As discussed above, RPD and 'SFBGS are administering the non-San. Francisco
resident visitor fee based in part on verbal agreements between SFBGS and RPD, including: (1)
RPD has agreed to reimburse SFBGS for the cost of 4.6 FTEs, shown in Table 2 above, and (2)
SFBGS has agreed to subsidize the cost of administering the visitor fee in FY,2010-2011 in the
amount of $104,066 (see Table 5 above). Although these two verbal agreements are not included
" in the Grant Agreement, both of these verbal agreements impact the net revenue associated with
the non-San Erancis_co resident visitor fee.

The Grant Agreement between RPD and SFBGS expires on June 30, 2011. According to Ms.
Petiucione, if the Board of Supervisors disapproves File 11-0113 to rescind the non-San
Francisco resident visitor fee and approves File 11-0225, extending the non-San Francisco
resident visitor fee beyond June 30, 2011, RPD and SFBGS would amend their "Grant
Agreement, as described in the Background section above. Ms. Petrucione adds that RPD and
SFBGS would then work to amend the current MOU between RPD and SFBGS in order to
include provisions related to the administration of the non-San Francisco resident visitor fee. Ms.
Petrucione anticipates that this revised MOU would be submitted to the Board of Supervisors for

approval.

The Expiratio'n Date for the Botanical Garden Visitor Fee in File 11-0113 Has
: - Elapsed and Should be Revised -

File 11-0113, Section 3 begins “As of March 17, 2011, the Botanical Garden entrance fee shall
expire ...” Because March 17, 2011 has already elapsed, if the Board of Supervisors approves
“this proposed ordinance, Section 3 of the ordinance should be revised to begin “As of the
effective date of this ordinance, the Botanical Garden entrance fee shall expire ,..”
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" The General Fund Appropriation in File 11-0113 Should be Reduced

When File 11-0113 was originally introduced, the $195 ,176 General Fund appropriation request ’
was included to offset the financial impacts from terminating the non-San Francisco resident
visitor fees and the associated revenues currently received by RPD, assuming an effective date of
‘March 17, 2011. Because March 17, 2011 has elapsed, if the Board of Supervisors approves File
11-0113, the proposed ordinance should be amended to reflect the effective date of the proposed
ordinance, which is estimated to be May 19, 2011. As shown in Table 6 in the Fiscal Analysis
section above, if the non-San Francisco resident visitor fee was rescinded on May 19, 2011, the
Budget and Legislative Analyst estimates that RPD would forego $143,445 in estimated net
revenues. Therefore, if the Board of Supervisors approves File 11-0113, the ordinance should be
amended to reduce the General Fund appropriation by $51,731, from the $195,176 request to the

estimated needed amount of $143,445.

RECOMMENDATIONS

1.I f the Board of Supervisors approves the proposed ordinance (File 11-0225), request the
RPD to (a) explicitly state the SFBGS FTEs and salary costs that would be reimbursed
by RPD to SFBGS under any future MOU or Grant Agreement between the RPD and
SFBGS, and (b) discontinue the practice of making verbal or other. informal
clarifications to any future MOUs or Grant Agreements between RPD and SFBGS.

2.Appr oval of the proposed ordinance (File 11-0225) is a policy decision for the Board of
Supervisors since (a) the cost of administering the non-San Francisco resident visitor fee
is high, and (b) the projected 52.3 percent increase in revenue from FY 2010-2011 to FY
2011-2012 is highly optimistic in the professional judgment of the Budget and
Legislative Analyst, and revenue shortfalls could potentially impact RPD’s FY 2011-
2012 General Fund Appropriation. ‘

3.Aim end the other proposed ordinance (File 11-0113) to replace “As of March 17,2011,
with “As of the effective date of this ordinance.”™ :

4.Am end the proposed ordinance (File 11-0113) to reduce the requested appropriation
from the General Fund Reserve by $51,731, from $195,176 to $143,445, the estimated
amount needed to keep RPD’s FY 2010-2011 budget in balance.

5.Appr oval of the proposed' ordinance, as amended (File 11-0113) is a policy decision for
the Board of Supervisors, as this ordinance would rescind the current non-San Francisco
resident visitor fees and replace the non-San Francisco resident visitor fee revenue with
General Fund revenues for the balance of FY 2010-2011. :
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© ATTACHMENT

Appendlx A—-I)efimtlon of Ellglble Expenses

The term “E11g1b1e Expenses” shall mean expenses mcurred and pa1d by Gra.ntee durmg the texm of this
Agreement in implementing the terms of the Grant Plau : ,

"All Ehglble Expenses must be:

. (a) : paid by Grantee prior to the subrmssron of the apphcable Fuudmg Request (no advances of
Grant Funds shall be made) : o _ .

. (b) dlrect out-of-pocket expenses meurred by Grantes or xts ofﬁcers, duectors and employees
related to the operation or mamtenance of the entrance fee collecnon program,

(c) operating (as opposedto capltal) expenses
(d) wuhm the scope of the apphcable Budget line 1tem, and

(e dn'ectly related to actlv1t1es performed Wlﬂlln the physrcal boundaries of the City and
County of San Francisco. '

) Ehglble ExPenses shall include: .
(1 all personnel costs, including salaries and wages taxes and benefits,
"(2) rentor related fees for eqmpment, performanee or meeting halls or studms,
+ " (3) telephone charges, statlonery a.nd office supphes, and .’ -
(4) _ advertxsmg and publicity costs.

Ehglbie Expenses shall specifically exclude:

1 personal or busmess—related costs or expenses related to meals catermg, transPormnon, or
lodging; : : '

4

~ (2) - capital expenses;

Y

: (3) - any costs or expenses which are prohibited under the terms and condltlons of any federal or
state grant supplying all or any portxon of the Grant Funds; .

(4) penalties, late charges or mterest on any late payments or

(5) " taxes or other amounts withheld from wages or selaries which have not actually been paid by
Grantee during the term of this Agreement or whmh relate to penods before or after the term of this

Agreement
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