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October 19, 2009

Jan Goldsmith, City Attorney

Councilmember Carl DeMaio

RE: CCDC "Pick-Up" of Convention Center Debt Service

On March 10,2009, the City Council and Redevelopment Agency in a joint public
hearing made a series of findings that allowed the Agency (via CCDq to absorb the cost
of annual debt service for Petco Park. This decision transferred the annual $11.3 million
debt service obligation for Petco Park bonds to CCDC through FY 2013.

In addition to Petco Park debt service, the city currently contributes approximately $9.2
million annually toward the debt service for the Phase 2 expansion of the Convention
Center. In FY 2015, this obligation increases to $13.7 million, as the Unified Port of San
Diego's $4.5 million contribution toward this debt service is scheduled to expire.

As part of my efforts to restore the financial health of the city, I have proposed that
available CCDC funds currently allocated for building a new Downtown Library
(amounting to $63 million) be reprogrammed toward Convention Center annual debt
service (see attached memo).

I recognize that in order to generate General Fund savings as I have proposed, the city
would need to make findings that a corresponding amount of current General Fund
expenditure on public safety and infrastructure is promotional in nature, thus allowing
restricted TOT revenues to be used, and having the net effect of creating General Fund
savmgs.

I request that your office advise the City Council as to the city's ability to transfer this
obligation from TOT revenue (the current practice) to CCDC in a fashion analogous to
Petco Park debt service, as well as any actions or findings required to do so.
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I CONCLUSION: New Downtown Library Significandy Impacts General Fund

The potential savings available from abandoning the Downtown Library project display
the inaccuracy of the notion that the project has "no impact to the General Fund." The
facts are clear: canceling the Downtown Library provides immediate funds to help
close the General Fund budget deficit - and will take pressure off branch libraries
that might see cuts and closures in this tough budget year.

If redevelopment funds proposed for the Downtown Library are redirected to pay for
outstanding debt already associated with downtown projects, the General Fund could, in
fact, benefit. The city's obligations for Petco Park and Convention Center expansion
debt service total $73.1 million over the timeline covered by the Outlook, FY 2011 - FY
2015. The city could choose to reduce this amount by the entire $63 million available for
reprogramming, or choose to realize savings more immediately by using accelerated
CDBG loan repayment funds to free up asset sale proceeds for other General Fund
capital expenses.

It is fiscally responsible to fully scrutinize the impacts such a project would have on the
city's budget in any economy, but it is fiscally imperative to do so now. The city faces an
unprecedented deficit of $200 plus million before fully accounting for liabilities such as
retiree health care. Funding currently slated for the Downtown Library project can either
help solve this budget crisis or add to it. I urge my colleagues to take into account the
potential General Fund savings that could be realized before proceeding forward .

e,

CC: Jan Goldsmith, City Attorney
Andrea Tevlin, Independent Budget Analyst


