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A Message from Carl...

As recent history has shown, our region is vulnerable to earthquakes,
wildfires, and flooding—and for the residents of District 5, making
sure our families and our homes are prepared in the event of a disaster
is a top priority.

As we enter into another fire season, my office is launching a “Ready
or Not Survival” education series that will kick off at the Scripps Ranch
Library. This free event is designed to help our community be as
prepared as possible by providing education on disaster preparedness.
The program will take place at 6:00 p.m. on September 16%. A second
event is scheduled for September 30, 6:00 p.m. at the Rancho
Bernardo Library.

Participants will hear from representatives from the San Diego Police
and Fire departments as well as local disaster preparedness experts to
understand survival techniques and learn how to get involved with the
local disaster preparedness network.

I’d also like to encourage you to register your cell phones with Alert
San Diego to receive alerts in the event of an emergency. You can
register through the City’s website at www.SanDiego.gov. Email
addresses and Voice over IP’s (VoIP) may also be enrolled for
notification. Land lines are already automatically registered.

Please contact my office at 619-236-6655 or
CarlDeMaio@SanDiego.gov to inquitre about future events or with any
questions or concerns you may have about public safety. Disasters are
inevitable, but by being educated and prepared for disasters we can
minimize the damage to our neighborhoods and, hopefully, prevent the
loss of life.

In Service,

(b B

Carl DeMaio
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1000 Days and Count.i

City Fails to Implement Voter Mandated Managed Competition Reforms

On the 1000" day since the passage of Proposition C, City
Councilmember Carl DeMaio lamented the City of San
Diego’s lack of progress in implementing the Managed
Competition process to eliminate waste and inefficiency in
city government through the power of competitive bidding.

“The voters spoke 1000 days ago — and insisted that the
city use this proven reform tool to eliminate inefficiencies
and achieve taxpayer savings. Not one city program — not
even one single city position — has been reviewed using
this cost-saving tool. Taxpayers should be outraged at the
delay in the implementation of a reform they mandated at
the ballot box — as well as the excessive costs of that
delay,” commented DeMaio.

Despite strong opposition from city labor unions, Prop C
garnered an impressive 60% mandate of the people in
November of 2006. Even after all the votes of the people
were counted, the city’s labor unions continued to contest
the reform.

Councilmember DeMaio is joined by San Diego County Taxpayers
Association Chairman Michael McDowell and April Boling in calling
for the implementation of the Managed Competition reform.

DeMaio released documents detailing meetings and
negotiation sessions and showed that the City of San Diego
hasgrantedover1 100 hours of #fAndogaiyt i ati ono | eave
employees — with total costs of negotiations valued at over $124,000.

While this reform initiative has been delayed, taxpayers have also lost out on millions in potential cost savings that other cities
have achieved using the same tool.

Joined by the San Diego County Taxpayers Association, DeMaio called on the Mayor and City Council to work together to
expedite implementation and commit to examining at least 10% of the city budget within the next 12 months using the managed
competition process.

Lani Lutar, CEO of the Taxpayers Association, added, “The Council should promptly work out a plan with the Mayor and have
an appropriate dialogue with labor representatives so we can get this back on track.”

“Taxpayers should insist that city leaders heed the will of the people and start implementing this reform in city government,”
concluded DeMaio.

DeMaio Cuts Ribbon to Open the Camino Ruiz Trail

A ribbon cutting ceremony was recently held to celebrate the
opening of the Camino Ruiz Trail in Mira Mesa. The trail was
constructed by hand by San Diego City Ranger staff and volunteers.

Connecting the community of Mira Mesa at Camino Ruiz Park to the
Los Pefiasquitos Canyon Preserve, the Trail is a narrow path that
descends Y2 mile through a low oak canopy. Trail users will
experience the Scrub Oak habitat as well as mule deer, wood rats,
and various birds.

Joining Councilmember DeMaio at the ceremony were Senior Park
Ranger Gina Washington, Ranger Rick Thompson, Chair of Los
Pefiasquitos Canyon Preserve Citizens Advisory Committee Marvin
Gerst, Chairman of the Mira Mesa Recreation Council Joe Frichtel,
and several outstanding community volunteers.
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By Councilmember Carl DeMaio
Appearing in the August 31%, 2009 edition of the Voice of San Diego

Th

In this tough economy, we all
know friends and colleagues
facing financial problems. Some
are making tough decisions and
plotting a course for recovery.
Others are making only cosmetic changes -- living in ignorance
or outright denial of their mounting liabilities.

Suppose a friend, Louise, is facing severe financial problems
and asks for advice on handling her household budget. She lays
out a list of her liabilities -- from mortgage payments to multiple
credit card balances.

Louise goes on to provide her forecasted monthly payments for
each of these liabilities -- $25 per month for Credit Card A, $50
per month for Credit Card B, $2,500 per month for a mortgage
payment, and so on.

While Louise should be credited with outlining a spending plan,
her approach is ultimately inadequate. Her forecast lacks any
indication of whether her monthly payments will result in
eliminating or even reducing the sizeable debt she faces.

A closer look at Louise's financial condition over a five-year span
from a liability standpoint reveals her dire predicament. Her
mortgage is an interest-only loan, and her payment is expected
to double in the coming years. Worse, she is planning to only
make minimum payments on each credit card -- meaning she
will end the five year period in deeper credit card debt than
when she started.

After constructing a true financial forecast showing all of
Louise's liabilities and incorporating her intended efforts to pay
them off, a clear conclusion emerges. Louise has to find a way
to cut expenses and renegotiate her liabilities. Anything short of
such decisive action will perpetuate, or even make worse,
Louise's financial quandary.

Like Louise, the city of San Diego faces its own financial crisis
stemming from not one, but several growing financial obligations
and liabilities. Although unlike the case of Louise, the taxpayer is
ultimately responsible for paying off the city's liabilities.

To his credit, the mayor created a Five-Year Financial Forecast
at the beginning of his tenure to guide his initial fiscal reform
efforts in eight key areas. However, like Louise's original
approach, this initial forecast needs to provide a rolling look at
the net liability facing the city in each of the eight areas.
Moreover, as recently noted by the Independent Budget Analyst,
the forecast must be updated to reflect new economic realities
and worsening financial obligations.

To this end, | recently issued a memo asking that the city's
financial forecast be updated and enhanced to reflect a number
of liabilities and issues.

Pension Obligation: The city faces over $2 billion of debt in its
pension system -- and this obligation and associated annual
debt service is skyrocketing. The city's pension payment will
increase by about $70 million, to approximately $225 million in

FY 2011. Worse, the bad news does not end there -- as recent
actuarial forecasts have revealed the city's annual pension
payments will hit an unsustainable value of 50 percent of the
city's payroll.

In reaction to this mounting liability, the city and the San Diego
City Employees' Retirement System have been exploring
accounting gimmicks (such as the Corridor adjustment) to
temporarily delay payments to the system. If such changes are
indeed implemented, the Five Year Financial Forecast should at
the very least reflect the short and long term impact to the city's
total pension liability and debt service from those changes.

Retiree Healthcare: On top of the pension liability is another
severely unfunded liability for retiree health care -- last valued at
$1.2 billion of debt. The city continues to underfund this liability,
paying a fraction of the true debt service. This approach is
analogous to Louise paying the minimum payment on her credit
cards.

While the recently-approved labor contracts temporarily freeze
the city's health care liability for two years, if an agreement to
restructure this liability is not reached, the city's liability for
retiree healthcare will increase dramatically -- retroactively to
July 1 of this year -- and continue to increase as far as the eye
can see.

Labor Contracts: Much has been said about the important 6
percent reduction in city employee benefits in this year's labor
contracts. However, the public should know that some of the
benefit reductions are temporary -- and will be restored on the
last day of the contract term. The five-year forecast should
accurately reflect the temporary nature of the benefit reductions
taken by city employees.

Pending Litigation: While a city will periodically face a number
of lawsuits, there are several current lawsuits that carry high
financial risk to the city. For example, the city's own pension
board has filed a lawsuit against the city, demanding the
payment of $259 million as a result of previous decisions to
underfund the pension system. Clearly, a loss in court on this
and other evolving claims would represent a severe blow to city
finances, and the potential impact should be adequately
modeled in any forecast.

Debt Payments for Existing Public Facilities: The city's debt
obligations associated with Petco Park and the Convention
Center expansion are scheduled to increase in coming years, as
debt service shifts back to the General Fund from

CCDC and the Port of San Diego. The city also faces an
additional debt obligation of $21 million for Qualcomm Stadium
years, as debt service shifts back to the General Fund from in
the event the Chargers exercise their contractual right to
relocate from the venue. These shifts should be reflected in the
five year forecast.

Costly Public Works Projects: Even while facing all of these
liabilities, the city is considering two massive

Continued on page 4
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Bernardo Road.

these used cars have caused for so many years.”

to view the cars and motorists maneuvering to avoid them.

DeMaio Joins Community to End RB 0 s

After years of anticipation, City Councilmember Carl DeMaio joined Rancho
Bernardo community leaders to mark the end of the “Mile of Cars” with the
installation of signs banning the parking of for sale vehicles along Rancho

“Ending the ‘Mile of Cars’ has been a top priority for me and for the community,”
said Councilmember DeMaio. “Prohibiting these vehicles will not only improve
public safety on Rancho Bernardo Road, but will also eliminate the blight that

For sale vehicles take parking spaces away from residents of Rancho Bernardo
road and create a used car parking lot that stretches from Bernardo Center Drive
to Bernardo Oaks Drive. In addition to blighting the neighborhood, the signs wiill
end a safety hazard created by pedestrians dangerously walking into the street

Approved by the City Council in June, the ordinance states that it is unlawful to
park a vehicle on a designated street if the primary purpose of being there is to
display it for sale. The signs read: "Parking of vehicles for sale prohibited."

Violators can be fined as much as $100 per day. The ordinance went into effect
July 25, but provides a 30-day warning period that expires Sept. 5.

nMil e

Installation of Signs Banning Sale of Cars Will End Safety Hazard and Blight in Community

iReal Bot tCominued froengage 3

construction proposals: a new Downtown Library and a new
City Hall building. Despite repeated requests from the City
Council and the IBA, the impact to the Five Year Financial
Forecast of moving these projects forward has never been
provided. Imagine Louise planning to add on to her house or
build a pool amidst all her debts, but not examining how
these plans would impact her overall ability to pay down her
credit card balances.

Decision-makers, as well as the public, must be made aware
of how these projects will impact the city's ability to pay down
its other liabilities and/or fund its ongoing operational
expenses.

Environmental Compliance: The forthcoming costs
associated with maintaining the city's municipal storm water
permit and other similar requirements (e.g. wastewater
treatment) are expected to increase significantly in the future.
The forecast should reflect a range of scenarios for these
liabilities.

Deferred Maintenance: The city has fallen behind on
maintaining neighborhood infrastructure like roads and sewer
systems. The city needs to adequately maintain its
infrastructure in order to prevent further growth of an
expensive backlog of maintenance needs -- which end up
costing taxpayers more than if assets are properly
maintained in the first place.

Even the above liabilities do not tell the entire story, as other

liabilities like ADA compliance, Workers Compensation
Insurance, and the impact of new facilities must be
acknowledged and dealt with by the city.

Another fatal flaw should also be corrected. Taking the case
of Louise again, we see she only examined her monthly cash
outlay, but omitted looking at the impact that the outlay had
on her outstanding level of debt. In order to establish a path
to financial solvency, she must allocate her income so that
liabilities periodically decrease. The City of San Diego is no
different.

In order to establish an effective plan to dig out of its financial
hole, the city's forthcoming Five Year Financial Forecast
must acknowledge all its liabilities and formulate a plan to
reduce its equivalent of credit card balances. Failing to do so
will only continue, and potentially worsen, the city's financial
woes.

Put simply, the forthcoming Five Year Financial Forecast
provides a tremendous opportunity to comprehensively
recognize the scope of the city's liabilities. Examining these
liabilities together reveals that a financial "perfect storm" has
formed, meaning that piecemeal approaches to fixing the
structural issues facing the city will no longer suffice.

Recognizing the magnitude of each liability -- as well as the
rate at which each obligation is growing or declining --
represents a first, but necessary step in developing an
integrated approach for implementing sorely needed financial
reforms and organizational restructuring.
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Around the District

Join Carl at Upcoming Events and Become More Involved in the Community

SEPTEMBER CALENDAR OF
EVENTS

September 9™
Water Conservation fiHow Too
Time: 6:30 p.m.
Location: Carmel Mountain Ranch Library
10152 Rancho Carmel Drive
San Diego, CA 92128

September 16"
fiReady or Not Survival o Disa
Time: 6:00 p.m.

Location: Scripps Ranch Library
10301 Scripps Lake Drive Councilmember DeMaio talks civics with the fine young men
San Diego, CA 92123 of Scripps Ranch Boy Scout Troop 663.

September 17"
Community Coffee with the Councilmember
Time: 6:00 p.m.
Location: Mira Mesa Library
8405 New Salem Street
San Diego, CA 92126

September 26"

11™ Annual Mira Mesa Street Fair

Stop by this annual event to visit Carl’s booth and support Mira

Mesa'’s local businesses! To learn more visit

www.MiraMesaTownCouncil.org

Time: 10:00 a.m. — 4:30 p.m.

Location: Camino Ruiz between Mira Mesa Boulevard
and New Salem Street

Residents attending a Community Coffee with the Councilmember
in Mira Mesa discuss issues facing their community

September 30" ]
fiReady or Not Survival Disas Real-Ti me Updat e s

Time: 6:00 p.m. N |
Location: Rancho Bernardo Library Twitter
17110 Bernardo Center Drive
San Diego, CA 92128 Get direct messages on the latest from

Councilmember DeMaio by following him on
Facebook and Twitter. Announcements include
community news, important decisions from the
For further information on these events, City Council, and breaking news.

please call 619-236-6655 or email

CarlDeMaio@SanDiego.gov. www.facebook.comicarl.demaio

www.twitter.comlicarldemaio
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