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Disclaimer

Pursuant to the City Charter, the Mayor proposes, and the City Council is responsible for adopting, an annual
budget.

The annual budget consists of appropriations based on estimated revenues and expenditures developed
during the six to ten-month period preceding the start of each fiscal year. Those estimated revenues and
expenditures rely on economic and financial assumptions that the City develops for budgetary purposes
based on then-available information. The City updates its revenue and expenditure estimates over the course
of the fiscal year based on actual economic and financial conditions, which often differ from those existing
at the time the annual budget was adopted. These differences are sometimes material. As such, the annual
budget may be modified by the Mayor and City Council throughout the fiscal year. For the purposes of this
document, estimated revenues and expenditures are in line with what was originally adopted, and have not yet
been updated.

The annual budget is not prepared, nor is it suitable, for the purpose of an investor understanding the
forward-looking financial condition of the City or for making any investment decision in any bonds issued
by the City or secured by any City revenues. Further, the economic and financial assumptions that the City
presents in the annual budget have been prepared for budgetary purposes, which assumptions may differ
materially from those that the City would use to communicate financial projections to investors. The City
files official statements for bond offerings, audited financial statements, annual comprehensive financial
reports, annual financial information, material event notices, and voluntary disclosures with the Municipal
Securities Rulemaking Board (MSRB) and posts such information on the City's investor information
webpage. The annual budget will not be filed with the MSRB.
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The City of

SAN DIEGO)

Mayor’s Message - Fiscal Year 2025 Adopted Budget
Dear San Diegans:

| am proud to present the City of San Diego's Fiscal Year 2025 Adopted Budget. This budget
protects the considerable progress made over the last three fiscal years while continuing to invest
in my administration’s top priorities including homelessness, housing, infrastructure, and public
safety.

The fiscal strategies laid out in the Fiscal Year 2025 Adopted Budget include both strategic
reductions across various departments and targeted investments in critical areas. These
measures, while significant, are part of a longer-term process to rectify the city's structural
budget deficit. Addressing this issue is a complex and nuanced challenge, one that cannot be
resolved overnight. It requires a multifaceted approach that combines immediate cost-saving
measures with strategic planning for revenue generation and efficient service delivery over the
coming years. It involves not only reevaluating current expenditure patterns, but also exploring
new and enhanced sources of revenue alongside the judicious use of one-time solutions to
bridge gaps without compromising essential city services.

This budget continues to prioritize funding for our most vulnerable residents. Funding for
homelessness in the City of San Diego is set to increase by $43.3 million. This significant
investment underscores the city's commitment to addressing homelessness with both urgency
and compassion. In line with the City's Comprehensive Shelter Strategy, the Fiscal Year 2025
Adopted Budget includes dedicated funding to expand the capacity of the City's shelter system
in alignment with calls from the City Council to expand shelter options. Specifically, the budget
aims to increase the number of shelter beds available to people experiencing homelessness by
at least 1,000 with on-site security, meals, housing navigation and case management services.
The budget also includes funding to double the size of the City’'s Safe Parking Program by
transforming the H Barracks into a Safe Parking site. Once completed, these two projects will
triple the opportunities for people experiencing homelessness. This approach demonstrates a
collaborative effort across the City to effectively leverage resources in the ongoing battle against
homelessness, ensuring a comprehensive and sustainable strategy moving forward.

In my commitment to push forward initiatives that accelerate housing development and enhance
affordability across San Diego, I've ensured that the Fiscal Year 2025 Adopted Budget funds our
"Complete Communities Now" program, a key component of my strategy to make our housing
project review process more efficient. By setting a new standard that requires housing projects
under the Complete Communities framework to be reviewed within 30 days, we're placing the
Development Services Department (DSD) at the heart of a major transformation in how we
handle housing development. By integrating these enhancements into DSD's budget, we're
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Mayor's Message

sending a clear message about our dedication to making housing more affordable and
accessible, and speeding up the creation of new homes across the City.

In navigating the fiscal landscape for the Fiscal Year 2025 Adopted Budget, all City of San Diego
departments were tasked with identifying potential budgetary reductions to address our
structural deficit. However, it was crucial for my administration that reductions impacting our
critical public safety services, specifically within the Fire-Rescue and Police Departments, be kept
to a minimum. This careful approach underscores our commitment to maintaining the safety and
security of our community. Cost-cutting measures in the Police Department have been
thoughtfully implemented to ensure efficiency without compromising the quality of service.
Among these measures is the rightsizing of the police academies to up to 30 Police Recruits per
academy, with four academies held annually. Additionally, we are implementing a policy to have
two Police Officers per vehicle to reduce fuel costs and an overall reduction in extension of shift
overtime. These adjustments reflect a balanced approach to budgetary management, ensuring
that the Police Department remains agile and responsive while also being fiscally responsible.

We are also making strategic investments in the Fire-Rescue Department. Notably, the budget
includes the addition of 12 new positions along with necessary non-personnel expenditures to
support the operational needs of the new Torrey Pines Fire Station, which is slated to open next
year; and a Fire-Rescue fast response team in the San Pasqual Valley to address fire incidents
quicker. These enhancements ensure that our Fire-Rescue Department is better equipped to
respond to emergencies, reinforcing our dedication to public safety.

As Mayor of San Diego, | stand before you at a pivotal moment when the need to expand and
rejuvenate our city's infrastructure, public spaces, and facilities has never been more pressing.
Our commitment to improving the quality of services for our growing community is unwavering,
yet we face the challenge of modernizing and enhancing these services amidst a backdrop of
historical underinvestment and deferred maintenance. These are not just assets from the past;
they are the backbone of our future.

I'm thrilled to share that our Transportation Department has developed a groundbreaking
Pavement Management Plan (PMP), marking a first in the City's efforts to optimize our street
maintenance and investment strategies. This plan is a pivotal step in our ongoing commitment
to providing a reliable and efficient transportation network for our community. Based on the
most recent pavement condition assessment conducted in 2023, the PMP leverages
comprehensive, data-driven insights to strategically address our city-wide street conditions and
identify necessary investments to effectively maintain our street network. This innovative
approach allows us to proactively pinpoint funding needs, ensuring that our streets—uvital
arteries of our community—are kept in good condition. The Fiscal Year 2025 Adopted Budget
earmarks $104.6 million for street resurfacing design and construction. This significant
investment represents an increase from the 60 miles of major street resurfacing goal in Fiscal
Year 2024, to 75 miles in Fiscal Year 2025, while also funding the design work necessary to
improve 105 miles in Fiscal Year 2026.
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As your Mayor, | want to address the urgency of investing in our stormwater infrastructure to
ensure we are keeping residents safe. The budget includes $3.0 million, which the San Diego
Housing Commission will use to help victims of the January 2024 floods get back on their feet.
Additionally, we have identified funding needs for stormwater emergencies and other critical
flood resilience and green infrastructure projects totaling $87.9 million. This is a substantial
figure, but it's critical to ensure the resilience and safety of our city's infrastructure against future
challenges. Importantly, this funding need comes in addition to our proactive investments under
the Water Infrastructure Finance and Innovation Act (WIFIA). Through WIFIA, the City has the
opportunity to utilize the Environmental Protection Agency's special loan program for water
infrastructure projects, covering 49% of up to $733.0 million in stormwater upgrades. These
upgrades range from pipeline replacements and pump station repairs to comprehensive
watershed restoration. The remainder of the project costs will be identified by the City through
loans, grants, and other financing methods.

Our city needs significant investment to rebuild essential infrastructure like our stormwater
systems and roads, while continuing to provide vital services that our residents depend upon
daily. That's why San Diegans deserve to vote on increasing the City's revenue in November 2024.
However, it's not simply about raising revenue; it's about unlocking the potential of our city and
ensuring that every neighborhood thrives. By dedicating funds to improve essential
neighborhood services, modernizing our aging infrastructure, and maintaining the safety of our
families, we're laying the foundation for a more resilient and prosperous San Diego. By making
the investments needed to upgrade infrastructure and address deferred maintenance, we can
prevent more costly repairs in the future, saving taxpayers money over time.

As Mayor of San Diego, I'm proud to say that the dividends of our Build Better SD initiative are
truly beginning to manifest. This innovative program, designed to streamline and enhance the
efficiency of how we allocate Development Impact Fees (DIF), is proving to be a game-changer for
our city's infrastructure development by addressing our infrastructure needs more holistically
across San Diego, ensuring that funding is directed towards high-priority projects. The Fiscal Year
2025 Adopted Budget reflects this strategic shift, with an allocation of $10.1 million in Citywide
DIF funds for parks projects, another $11.9 million for mobility projects, $1.6 million earmarked
for Fire-Rescue projects, and $290,000 for a library project. Additionally, we're deploying $21.1
million in legacy DIF funds to community-based projects that will make a tangible difference in
the lives of our residents. Beyond these allocations, we're also investing $13.7 million in
improvements for Mission Bay Park and $6.7 million for enhancements to our other regional
parks.

Continuing with my dedication to the welfare and development of San Diego's younger
generation, this budget continues to maximize the "Employ + Empower" youth workforce training
program. Thanks to $18.5 million in State funding for this program, we will continue to offer
young individuals aged 16 to 30 the chance to engage in paid internships and job training
opportunities right here with the City of San Diego. This budget includes funding for many
opportunities within nearly every City department to boost youth employment and to usherin a
new era of public servants who are as diverse and dynamic as our great city. This is more than
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just a program; it's a pathway to empower our city's youth, ensuring they have the tools,
resources, and support they need to thrive and contribute to our community.

This budget is a plan for protecting our progress, addressing immediate needs while laying the
groundwork for sustainable growth. We are tackling the structural budget deficit with a careful
balance of reductions and investments, ensuring that our city remains vibrant and resilient. Our
commitment to enhancing public services is unwavering, from increasing shelter beds for people
experiencing homelessness to streamlining housing development and ensuring that our streets
and infrastructure are robust and reliable. The investments we make today in public safety,
infrastructure, and our youth will yield dividends for generations to come. As your Mayor, | pledge
to continue steering our city with a vision that embraces all San Diegans, fostering a community
that is inclusive, dynamic, and thriving. Together, we are building a San Diego that not only
addresses today's challenges, but also secures a bright and prosperous future for all.

Sincerely,

Todd Gloria
Mayor
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Executive Summary

Executive Summary

The City of San Diego's Fiscal Year 2025 Adopted Budget is $5.82 billion and is comprised of five operating
fund types (listed below), and the Capital Improvements Program (CIP):

e General Fund

e Special Revenue Funds
e Capital Project Funds

e Enterprise Funds

e Internal Service Funds

The Fiscal Year 2025 Adopted Budget represents an increase of $643.2 million, or 12.4 percent, compared
to the Fiscal Year 2024 Adopted Budget. This is primarily due to increases in the Special Revenue Funds,
Capital Improvements Program, Enterprise Funds, and General Fund. Increases in the General Fund are
primarily associated with increased funding for salaries and fringe benefits, homelessness programs, and
new facilities. The increases in the Special Revenue Funds are primarily associated with the EMS Alliance
Model, and salaries and fringe benefits across various funds. The increase in the Enterprise Funds is
associated with salaries and fringe benefits, water purchases, cost increases for chemicals to treat water
and wastewater, and debt payments. The increase in the Capital Improvements Program is primarily
related to water and wastewater project-related appropriations.

The Fiscal Year 2025 Adopted Budget includes a total of 13,352.19 Full-Time Equivalent (FTE) positions,
representing an increase of 322.02 FTE positions, or 2.5 percent, compared to the Fiscal Year 2024 Adopted
Budget. This net increase is primarily due to the following: a 91.97 FTE increase in the Enterprise Funds
associated with supporting Pure Water Operations, Metro Pump Stations, Organics Processing, Street
Preservation, and the People’s Ordinance. The General Fund increase of 220.17 FTE is primarily associated
with the Employ and Empower Interns that are fully reimbursable, positions for new facilities in Parks and
Recreation and Fire Rescue, a Fast Response Squad for Fire-Rescue support in the San Pasqual Valley, a
new Asphalt Team, and Street Preservation.

Total City Expenditures Fiscal Years  Total City FTE Positions Fiscal Years

2024-2025 by Fund Type/Program 2024-2025 by Fund Type
(in millions)

General Fund $ 20818/ $ 2,160.9| |General Fund 8,512.99 8,733.16
Special Revenue Funds 848.9 1,003.4| |Special Revenue Funds 1,078.51 1,088.66
Capital Project Funds 23.7 26.3| | Enterprise Funds 3,005.21 3,097.18
Enterprise Funds 1,336.1 1,483.2| | Internal Service Funds 379.46 380.19
Internal Service Funds 178.0 191.9/ |Other Funds 54.00 53.00
Capital Improvement Program 704.1 950.0 |Total 13,030.17|  13,352.19
Total $ 51725/ $ 5,815.7

Numbers may not foot due to rounding.

Budget Process

The annual operating budget is developed in conjunction with the Mayor, City Council, City departments,
Independent Budget Analyst, and the public. The Budget Development Process consists of three main
phases: Budget Development, Budget Review, and Budget Adoption.
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The Budget Development phase began with the Fiscal Year 2025-2029 Five-Year Financial Outlook (Outlook)
in the Fall of 2023, which is prepared each year as a long-range fiscal planning guide and serves as the
framework for the development of the Fiscal Year 2025 Adopted Budget for the General Fund. The Outlook
projected a Fiscal Year 2025 General Fund baseline deficit of $136.8 million. City departments submitted
budget requests and operational efficiency reductions to the Department of Finance in January 2024, which
City Management analyzed, reviewed, and prioritized in February 2024 and presented to the Mayor in
March 2024 for further evaluation, discussion, and approval. Once budget decisions were finalized,
projected General Fund revenues and expenditures were balanced and included in the Fiscal Year 2025
Adopted Budget, along with changes to the non-general funds and CIP.

During the Budget Review phase, the City Council held a series of public meetings from April through June
2024 to obtain the public's input on spending priorities. The Mayor and City Council used the information
presented and recommend changes to the Fiscal Year 2025 Proposed Budget through the Mayor's May
Revision and City Council modifications, respectively. The City Council modified and adopted the budget in
June 2024, which was enacted into law via the Appropriation Ordinance.

General Fund Overview

Departments within the General Fund provide core community services such as public safety (including
police/fire protection and life safety), parks and recreation, library services, and refuse collection, as well as
vital support functions such as finance, legal and human resources. These core services are primarily
supported by major revenue sources that include property tax, sales tax, transient occupancy tax, and
franchise fees. These four major General Fund revenue sources account for $1.50 billion, or 72.2 percent,
of the revenue in the Fiscal Year 2025 Adopted Budget. Projected growth rates for these revenue sources
in the Fiscal Year 2025 Adopted Budget are as follows:

e Property Tax: 4.37 percent
e Sales Tax: 4.25 percent
e Transient Occupancy Tax: 5.9 percent
¢ Franchise Fees:
o SDG&E: 4.62 percent
o Cable: (5.53) percent

The remainder of the revenues in the General Fund are generated by a variety of resources. After
incorporating all adjustments, the Fiscal Year 2025 Adopted Budget maintains a balanced budget.
Additional details for both revenue and expenditure adjustments are provided later in this Volume.

Critical Expenditures
The Fiscal Year 2025 Adopted Budget includes funding to maintain current service levels. Expanded services
include additional homelessness services and the operations of new facilities.

The list below highlights some of the General Fund critical expenditure additions.

Administrative Support

Acquisition and Disposition Funding of position to support Acquisitions and Dispositions for the
Support Real Estate Division of the Economic Development Department.
Contract Specialists Funding of positions to support job order contracts.

Financial Support for the EMS Funding of positions to support accounting and reporting for the
Alliance Model new EMS Alliance Model.

Department Payroll Support Funding of position to support payroll duties for the Sustainability

and Mobility Department.

-6- City of San Diego
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Procurement and Contracting
Support

Funding of positions to support the procurement of goods and
services.

Project Labor Agreement
Program Support

Funding of positions and one-time non-personnel expenditures to
support the Project Labor Agreement Program for the Capital
Improvements Program.

Software Technical Support

Funding of position to support the Economic Development
Department'’s IT and GIS needs.

City Facilities

Chollas Operations Yard Parking
Expansion

Funding to expand employee parking at the Chollas Operations
Yard.

Citywide Facility Job Order
Contracting

Funding to expand employee parking at the Chollas Operations
Yard.

Public Utilities Facility
Maintenance

Funding of positions to support repair and maintenance activities of
Public Utilities Department facilities.

Climate Action Plan

Zero Emissions Vehicle Strategy

Funding of a position to support the Zero Emissions Vehicle Strategy
of the Climate Action Plan.

Equity and Diversity

Employ and Empower Intern
Program Support

Funding of positions citywide to support the Employ and Empower
Internship Program.

Youth Care and Development
Pilot Program

Funding of one-time non-personnel expenditures for a youth care
and development pilot program.

Homelessness and Housing

1,000 Shelter Beds and Safe
Parking Expansion

Funding of non-personnel expenditures to expand the number of
shelter beds and the safe parking program.

Continued Shelter Operations

Funding of non-personnel expenditures to support operations at
interim shelters and support lease expenses and ancillary costs.

Day Center Site Cost Increases

Funding of one-time non-personnel expenditures to support site
improvements and operating cost increases at the Day Center.

Eviction Prevention Program

Funding of one-time non-personnel expenditures to provide
education and legal services for low-income renters facing eviction.

Family Shelter Bed Capacity
Expansion

Funding of non-personnel expenditures to support the expansion of
bed capacity at the Salvation Army Family interim shelter site.

Living Wage and Cost-of-Living
Increases

Funding of non-personnel expenditures to provide cost-of-living
adjustments to front-line staff of service operators.

Multi-Disciplinary Outreach
Program

Funding of non-personnel expenditures for the San Diego Housing
Commission's Multi-Disciplinary Outreach Program to provide
services to the City's most vulnerable unsheltered individuals.

Safe Sleeping Program Support ~ Funding of non-personnel expendituresto support the
Safe Sleeping Program.
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Independent Departments

City Attorney Civil Advisory

Funding of positions and one-time non-personnel expenditures to

Support provide legal support to the Capital Improvements Program.
Consumer Protection and Funding of positions to support consumer protection and penalty
Penalty Collection collection.

Gun Violence Restraining Order

Support

Funding for a position to support the gun violence restraining order
programs.

Independent Legal Counsel

Funding of non-personnel expenditures for independent legal
counsel for the Office of the City Auditor.

Legislative Services Support

Funding for a position to support legislative proceedings.

Medical Examinations

Funding of non-personnel expenditures to support increases in
medical examinations for City staff.

Your Safe Place Support

Funding of positions and one-time non-personnel expenditures to
support Your Safe Place, a Family Justice Center.

Livable Neighborhoods

Balboa Park Botanical Building

Funding to support the increased operating hours at the Balboa Park
Botanical Building.

Chilled Water Increase

Funding of non-personnel expenditures to support contract for
Chilled Water services at the Central Library.

Debris Assistance Program

Funding of non-personnel expenditures to support the Debris
Assistance Program as emergency response to the January 2024
event.

Janitorial Services

Funding of non-personnel expenditures to support contractual
increases in janitorial services at branch libraries.

Land Acquisition

Funding of positions and non-personnel expenditures to support
land acquisition program development.

Landscape Services

Funding of non-personnel expenditures to support contractual
increases in landscape services at branch libraries.

Library Materials

Funding of one-time non-personnel expenditures for library
materials.

New Parks and Recreation
Facilities

Funding of positions and non-personnel expenditures to support
new parks, open spaces, joint-use facilities, and recreational
facilities.

Parking Services

Funding of non-personnel expenditures to support parking services
at the Central and Mission Hills libraries.

San Carlos Library

Funding of one-time non-personnel expenditures in the Capital
Improvements Program to support the San Carlos Library designs.

Security Services

Funding for a position and reduction of non-personnel expenditures
to support security services at branch libraries.

Small Business Enhancement
Program

Funding of one-time non-personnel expenditures to support small
businesses.

Youth Services Librarians

Funding of positions to support various youth services at libraries.

Public Safety

Alternative Energy Sources
Support

Addition of a grant-funded position to coordinate emergencies and
training related to alternative energy sources.
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False Alarm System
Replacement

Executive Summary

Funding of non-personnel expenditures to replace the false alarm
system.

Membership Dues

Funding of non-personnel expenditures for Unified Disaster Council
membership dues.

Personal Protective Equipment

Funding of non-personnel expenditures for mandated advanced

Cleaning cleaning and repair of personal protective equipment.
Rental of Police Firearms Funding of non-personnel expenditures for the rental of a firearms
Training Facility training facility.

San Pasqual Fire Mitigations

Funding of positions and non-personnel expenditures for an
additional Fast Response Squad in the San Pasqual Valley.

Special Events Support

Funding for a position to process permits and inspections for
special events.

Torrey Pines Fire Station
Support

Funding of positions and non-personnel expenditures to support
operations at the new Torrey Pines Fire Station.

Stormwater

Time Schedule Order and
Compliance Monitoring

Funding of non-personnel expenditures to support compliance
monitoring and to comply with the Time Schedule Order.

Transportation

Central Asphalt Team Funding of positions and non-personnel expenditures to support a
new Central Asphalt team.

Pothole Repair Vehicle Funding of one-time non-personnel expenditures to purchase a

pothole repair vehicle.

Ready, Set, Grow San Diego
Grant Support

Funding of positions and non-personnel expenditures to support
the Ready, Set, Grow tree planting grant.

Street Resurfacing Program

Funding of positions and non-personnel expenditures to support
the Street Resurfacing Program.

Urban Forestry Services

Funding of non-personnel expenditures to support tree planting
and maintenance to comply with the Air Pollution Control District
settlement agreement.

Operational Efficiencies and Budget Reductions
The Fiscal Year 2025 Adopted Budget includes operational efficiencies and expenditure reductions to
achieve a balanced budget for Fiscal Year 2025.

The list below highlights some of the budget reductions by departments.

Reductions associated with executive approval to fill vacancies
process, consultants, cost of living adjustments, preservation of
benefits, use of Infrastructure Fund to fund operations, and the
waiving of contributions to reserves and the Climate Equity Fund.
Reduction of positions and non-personnel expenditures that
support the department.

Citywide Reductions

Boards and Commissions

City Attorney Reductions associated with operational efficiencies.
City Auditor Reduction of personnel expenditures.
City Clerk Reduction of personnel expenditures.
City Planning Reductions associated with operational efficiencies.
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City Treasurer

Reductions associated with external contracts,
administrative support, and department reorganization.

supplies,

Commission on Police Practices

Reduction of professional services.

Communications

Reduction of Graphic Designer and use of PEG Fund.

Compliance

Reduction of personnel expenditures.

Council Admin and Council
Districts

Miscellaneous reductions of personnel and non-personnel
expenditures.

Department of Finance

Reductions in positions, training, and supplies.

Department of Information
Technology

Reduction to PC replacement lease program.

Development Services

Reduction of a Zoning Investigator 2 and non-personnel
expenditures.

Economic Development

Reduction of eviction notice registry, various technical and service
contracts, and office space analysis.

Environmental Services

Reduction of organics waste containers, radio frequency
identification readers, and implementation of a discount on refuse
disposal fees.

Fire-Rescue

Reductions associated with dispatch operations, helicopter staffing,
recruitment, wellness support, and a fire academy.

General Services

Reductions associated with supplies and services for facilities
maintenance.

Homelessness Strategies &
Solutions

Reduction associated with a one-time use of Affordable Housing
Fund support.

Human Resources

Reduction of citywide employee training and recruitment.

Library

Reductions associated with security services, training, supplies,
personnel expenditures, and computer replacements.

Office of Emergency Services

Reductions  associated with  discretionary  non-personnel
expenditures.

Office of the Chief Operating
Officer

Reduction of the Office of Immigrant Affairs, and support for the
Office of Child and Youth Success and special projects.

Office of the IBA Reductions associated with operational efficiencies.
Parks and Recreation Reductions associated with brush management, park maintenance,
Department and water services.

Performance and Analytics

Reductions  associated  with  hiring  and
dashboard/open budget tool.

performance

Personnel Reductions associated to operational efficiencies.

Police Reductions in positions and non-personnel expenditures associated
with Police Investigative Services Officers, police academies, shared
mobility enforcement, and extension of shift overtime.

Public Utilities Reductions associated with recreational programming at City lakes.

Purchasing & Contracting Reduction of consulting services.

Race and Equity Reductions associated with community grants and the Cannabis
Social Equity Program.

Stormwater Reduction associated with various as-needed services and

consultants.

Sustainability & Mobility

Reductions associated with contracts for the Climate Action Plan,
Bicycle Master Plan, Complete Streets Design Manual, and zero
emission vehicle initiatives.
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Transportation Reductions associated with traffic signal cabinets and tree planting.

Non-General Fund Overview

In addition to the General Fund, the Fiscal Year 2025 Adopted Budget includes the following major changes
in non-general funds:

Airports Fund

Addition of non-personnel expenditures to support repairs and
maintenance to the Airport Commercial Retail Center as well as
upgrades to information technology equipment at Brown Field
Customs and Border Patrol facility.

Community Equity Fund

Addition of non-personnel expenditures to support flood impacted
City residents.

Concourse and Parking Garages

Addition of one-time non-personnel expenditures for a transfer to
the General Fund.

Convention Center Expansion
Administration Fund

Addition of one-time non-personnel expenditures to support
Convention Center pump station repairs.

Development Services Fund

Addition of positions and non-personnel expenditures to support
the Complete Communities Program, as needed plan check and
inspection services, relocation costs, and energy calculations for
commercial projects.

Energy Conservation Program
Fund

Addition of expenditures and revenue to support payroll functions
and consulting services to identify citywide energy bill savings.

Energy Independence Fund

Addition of one-time non-personnel expenditures for a Public Power
Feasibility Study.

Engineering & Capital Projects
Fund

Addition of positions to support the Pure Water CIP Program.

Environmental Growth Funds

Addition of expenditures for the increase of reimbursements to the
General Fund and stormwater mitigation related to channel
maintenance.

Facilities Financing Fund

Addition of one-time, non-personnel expenditures to support
Development Impact Fee (DIF) program operations.

Fire/Emergency Medical
Services Transport Fund

Addition of non-personnel expenditures to support ambulance
services due to cost increases and call volume.

Fleet Services Operating Fund

Addition of expenditures to support vehicle repair diagnostic
software, new facility maintenance operations, chollas yard parking
expansion, and fuel cost increases.

GIS Fund

Addition of non-personnel expenditures related to increases in the
ESRI software contract.

Infrastructure Fund

Addition of one-time non-personnel expenditures to support
infrastructure maintenance including facility repairs, stormwater
maintenance, and right-of-way maintenance.

OneSD Support Fund

Addition of one-time non-personnel expenditures related to a new
budgeting module.

Sewer Utility Funds

Addition of positions and expenditures associated with Pure Water
implementation, equipment upgrades at water treatment facilities,
regulatory compliance, support for pump stations, debt, and cost
increases for treatment chemicals.

Solid Waste Management Fund

Creation of a new fund and addition of expenditures to support
implementing changes to the People’s Ordinance.
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Transient Occupancy Tax Fund Addition of expenditures to reimburse activities that support
tourism including: the safety and maintenance of visitor-related
facilities; homelessness services; support for the World Design
Capital 2024; and reductions of grant allocations to community, arts,
and economic development community organizations.

Water Utility Operating Fund Addition of positions and expenditures to support the maintenance
of dams and treatment plants, Pure Water operations, water meter
services, water treatment chemical cost increases, water purchases,
and water rate increases.

Capital Improvements Program Overview

The Fiscal Year 2025 Adopted CIP Budget for all funds is $950.0 million, which is an increase of $245.8
million from the Fiscal Year 2024 Adopted Budget. This increase is primarily associated with water and
wastewater-related projects. This budget allocates existing funds and anticipated revenues to both new
and continuing projects. The allocation of funds is based upon an analysis of available funding sources, as
well as a review of project needs and priorities.

Fiscal Year 2025 Adopted Budget by Project Type'

Water Distribution
and Reclamation

Wastewater 17.6%

Transportation

Potable Reuse 14.7%

Buildings

Drainage 9.3%
Parks 4.0%

Other 1.6%

"Figures may not foot due to rounding.
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Conclusion

The Fiscal Year 2025 Adopted Budget protects the progress made in recent fiscal years, while continuing to
invest in key City priorities, including public safety, homelessness, housing, and infrastructure. This
balanced budget includes funding to maintain current services, utilizing a mix of one-time and ongoing
resources. Absent new funding, however, the City may need to consider ongoing reductions and limiting
new additions to achieve a structurally balanced General Fund budget in the near future. Additional details
are included throughout this Volume.
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City Profile

City Profile

San Diego at a Glance

The City of San Diego, known as America’s Finest City,
is best known for its ideal climate, beautiful beaches,
and world-class attractions. As the eighth largest city in
the nation and the second largest city in the State of
California, the City's total population is estimated at
1,388,320 as of July 1, 2023. San Diego's population has
increased by 1,388 people from the 2020 Census. 2023
population estimates were released on May 16, 2024."

San Diego covers 326 square miles of land area and an
additional 46 square miles of water area for an
aggregate total of 372 square miles.? Due to the city's
unique topography, which includes numerous beaches, mesas, mountains, and canyons, the climate can
vary significantly over short geographical distances, resulting in microclimates throughout the region.

San Diego spans over 70 miles of pristine Pacific Ocean coastline and offers a wide variety of beaches and
amenities. With its great weather and miles of sandy beaches, San Diego is known worldwide as one of the
best tourist destinations and is a great place for residents to relax year-round.

Center for Education & Research

San Diego is a center for education and research, with both public and private colleges and universities.
San Diego State University, Point Loma Nazarene University, the University of San Diego, and the University
of California San Diego (UC San Diego) are the most well-known higher education institutions in San Diego.
U.S. News & World Report recently released their rankings of the 2023 best national universities in the
United States. UC San Diego, University of San Diego, and San Diego State University made the list, ranking
at 28, 98, and 105, respectively.?

UC San Diego is world-renowned and recognized as one of the top universities for research and
development (R&D). For Fiscal Year 2023 (July 2022 - June 2023), it spent over $1.76 billion in sponsored
research funding, a 7.0 percent increase over the previous year.* Research centers under the umbrella of
UC San Diego include the Scripps Institution of Oceanography (Scripps Oceanography), San Diego
Supercomputer Center, California Institute for Telecommunications and Information Technology (Calit2),
Center for Energy Research, and Office of Innovation & Commercialization Center. Scripps Oceanography
is one of the world's largest and most renowned centers for ocean, earth, and atmospheric science
research. San Diego State University also received an increased investment in research with nearly $192.2
million in grant and research funding during that same time frame.> San Diego State University plans to
expand its academic and research programs, aided by its expansion into Mission Valley and adjacent land
to the University.

" Schedule. United States Census Bureau website. Retrieved June 2024.

22023 Census Gazetteer Files-Places. United States Census Bureau website. Retrieved March 2024.
3 Best Colleges in San Diego. USnews website. Retrieved March 2024

4UCSD News. UCSD website. Retrieved March 2024.

5 SDSU Newscenter. SDSU website. Retrieved March 2024.
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Local Economy

San Diego policymakers, businesses and educators are working collaboratively to create a thriving
innovation ecosystem of some of the world's most innovative companies and a talented and loyal
workforce. The City's proximity to Mexico and global recruitment capabilities gives San Diego easy access
to international markets. Built upon a strong foundation in defense spending, the San Diego economy has
benefited from the increase in demand for global trade, high-tech manufacturing, research and
development, and the advantages of a blue economy and a dynamic tourism industry. San Diego's
economic base has transformed in recent years to become more diversified, which has helped hedge the
risk of impacts from one specific sector.

However, the defense and military industries play a significant role in the San Diego economy. The San
Diego Military Advisory Council (SDMAC) issued a Military Economic Impact Study in October 2023 (SDMAC
Study), estimating that in 2023, defense-related activities and spending generated approximately $56.40
billion of Gross Regional Product (GRP) for San Diego County, or 23.6 percent of the region’s total GRP. In
2023, the military was responsible for approximately 354,439 jobs in the region, or 22.9 percent of all
employment in the region. The SDMAC Study further estimates that $36.10 billion in federal defense funds
were allocated to San Diego County.

Figure 1 County of San Diego Jobs by Industry Sector for 2023.

County of San Diego
Jobs by Industry Sector
Other 2023
Services__Information

Farming  Government
1% 16%

Construction
6%
Financial
ACtIVItIES\
5%
Manufacturing
7%

4% 1%

Professional
Services
17%

Trade,

Educational & Transportation

Healtl: 2S;rvi(:es Leisure and & Utilities
° Hospitality 17%

13%

Source: State of California Economic Employment Development

Innovation

The San Diego region is known for having one of the largest concentrations of high-tech companies in the
United States, with companies focused on information and communication technology, biotech and life
sciences, clean-tech, and maritime technology. San Diego’s innovation economy is a center for scientific
breakthroughs and discoveries because of its research institutions and scientific research and
development. Research institutions, as well as commercial research and development businesses, are
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significant economic contributors to the region, bringing in more than $9.10 billion and $5.10 billion in
venture capital funding in 2021 and 2022, respectively. Now, San Diego is only behind five other cities in
receiving venture capital investment in the United States.®

In 2023, San Diego County’s life science workforce consisted of over 75,000 direct employees and continued
to be a driving force in the local economy. Life science jobs in San Diego County paid an average of $160,000
yearly, which represents a regional economic impact of $56.6 billion. Biotechnology represented 44 percent
of life sciences direct employment, with research and testing following at 18 percent.’

In 2022, San Diego County’s life science workforce consisted of over 77,000 direct employees and continued
to be a driving force in the local economy. Life science jobs in San Diego County paid an average of $144,000
yearly, which represents a regional economic impact of $57.4 billion. Biotechnology represented 44 percent
of life sciences direct employment, with research and testing following at 18 percent.®

Tourism

In 2023, San Diego had approximately 31.8 million
visitors, who spent approximately $14.3 billion at San
Diego area businesses.® This industry typically
generates over $1.0 billion annually in State and local
taxes. Since the height of the COVID-19 pandemic, the
San Diego tourism industry has rebounded strongly.
According to the San Diego Tourism Authority, San
Diego had the second-highest hotel occupancy in the
country through September 2022, at 74.4%, and
consistently ranked in the top five of destinations for
average hotel daily rates and revenue per available
room. The primary economic indicators of transient
occupancy tax include room rates, occupancy, and
room demand growth, all of which are projected to see growth in 2025 which exceed or nearly reach 2019
levels, indicative of increased tourism in the region.?

General Fund transient occupancy tax revenues exceeded pre-pandemic levels in Fiscal Year 2023 by
approximately $29.9 million and the Fiscal Year 2025 Adopted Budget projects transient occupancy tax
revenues to continue to see moderate growth. Additional details on the impacts and recovery related to
tourism revenue is discussed in detail in the General Fund Revenues Section of this Volume.

While San Diego is primarily known for its miles of beaches and amazing weather, San Diego is also home
to an abundance of attractions for visitors of all ages. These destinations include the world-renowned San
Diego Zoo, San Diego Zoo Safari Park, and Sea World. In addition, San Diego offers other activities for
visitors seeking cultural and recreational experiences. Balboa Park is a 1,200-acre urban park with 21
museums and cultural institutions, several performing arts venues, gardens, hikes, art galleries, and various
cultural attractions that bring millions of people to visit the park each year.

The San Diego Convention Center is a 2.6 million square foot convention center located on San Diego Bay
and next to San Diego's historic Gaslamp Quarter. Every year, the convention center hosts several large
events and conventions, but the most well-known is Comic Con International, which is historically the

62022 Connect Impact Report. Connect website. Retrieved May 2024.
7 San Diego-Chula Vista-Carlsbad, CA Goods Exports. Department of Commerce. Retrieved March 2024.
8 California Economic Impact Report. Biocom California Website. Retrieved June 2024.
9 Visitor Industry Performance. San Diego Tourism Authority website. Retrieved March 2024.
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largest economic generator for the Convention Center
and one of the largest for the City of San Diego. Comic
Con International has committed to staying in San
Diego through 2026. Comic Con's 2022 main event
attracted approximately 135,000 attendees and
generated a regional economic impact of $164.1
million exceeding pre-pandemic levels. The San Diego
Convention Center's Fiscal Year 2023 Annual Report
notes that because of 101 Convention Center events,
and over 736,000 visitors from around the world,
spending at restaurants, hotels, and attractions
reached over $800.0 million with a regional impact of
$1.4 billion, making it one of the biggest drivers in the City for sales, lodging, and tourism revenue.'®

Transportation

San Diego is well connected to the Southern California region by interstates, trains, and light rail. The region
is served by the San Diego International Airport at Lindbergh Field. The San Diego International Airport
prior to 2020 broke traffic records for six consecutive years with 25.2 million passengers recorded for 2019;
however, the COVID-19 pandemic significantly impacted air travel. As of 2023, air traffic is still down 1.2
million passengers or 4.6 percent compared to 2019, but compared to 2022, air traffic increased by 2.1
million passengers or 9.3 percent, making strides towards pre-pandemic levels." San Diego International
Airport is focused on advancing the Airport Development Plan to further support and expand air travel to
and from San Diego.

San Diego, in cooperation with the San Diego Metropolitan Transit System, has established a light-rail
system that connects downtown with other outlying communities in the northern, eastern, and southern
portions of the county. Amtrak also provides intercity passenger rail service from downtown San Diego to
Los Angeles, and north to San Luis Obispo.

The Metropolitan Transit System's San Diego Trolley includes three lines serving many popular areas and
attractions throughout San Diego. The Mid-Coast Corridor Transit Project began in fall of 2016 and went
into service on November 21, 2021.'2 The trolley project extended Trolley service from the Santa Fe Depot
in Downtown San Diego to the University City community, next to the University of California San Diego.
Metropolitan Transit System also operates 94 bus routes, including eight high-frequency, limited-stop Rapid
bus service lines. The Metropolitan Transit System has freeway level transit stations to enhance reliability
and efficiency of a service that connects the Mid-City communities with Downtown San Diego and
Escondido. Additionally, the Metropolitan Transit System has limited South Bay rapid bus service to the
South Bay community, which connects the southern community to downtown San Diego."

San Diego is providing greater access to efficient and sustainable transit options. The "Free Ride Everywhere
Downtown", also known as FRED, is designed by Circuit and exists to create more transportation options;

9SDCC Annual Report FY2023. San Diego Convention Center website. Retrieved March 2024.
" San Diego Passenger Traffic Record. San Diego International Airport website. Retrieved March 2024.
2 Mid-Coast Trolley Extension. SANDAG Website. Retrieved March 2023.
'3 South Bay Rapid. Metropolitan Transit System website. Retrieved July 2023.
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FRED facilitate trips within Downtown San Diego to
residents and visitors for free via electric vehicles.' The
Beach Bug, a new on-demand shuttle, provides similar
. services to FRED in the Pacific Beach community. The
' Beach Bug can take passengers anywhere in the Pacific
3 moyRine Beach community for free and offers a convenient and
VERYW'H B direct connection to and from the Balboa Avenue

=% ¥ | Transit Station. '

e e The City of San Diego is focused on creating more

; e options for mobility, and is working on land use

changes, incorporating new perspectives on

community design, promoting active transportation, and changing parking rules and standards to
contribute to expanded mobility options.

The City's efforts include:
¢ Installing pedestrian improvements, including sidewalks, street lighting and parklets
e Expanding bike lanes and installing more bike racks
e Reducing parking space requirements when building developments near transit
e Retiming traffic signals to reduce vehicle fuel consumption and installing roundabouts

¢ Implementing the “City of Villages” strategy of the City’s General Plan, which focuses on growth in
pedestrian-friendly, mixed-use areas linked to an improved transit system

The City is concentrating much of its efforts in Transit Priority Areas, which are areas within half a mile of
existing or planned transit stops.

Demographic Statistics

As the eighth largest city in the United States and the second largest in California, the City of San Diego has
1.4 million residents comprised of an ethnically and culturally diverse population. Since 2022, the
population of the City has increased by 7,158; San Diego reached a population peak of 1,425,976 in 2018
and is estimated at 1,388,320 as of July 1, 2023. Estimates for City populations as of July 1, 2024, are
scheduled for release in May 2025.

Influenced by its proximity to an international border and the Pacific Rim, more than 40.0 percent of the
City's population speaks a language other than English at home, and more than 25.0 percent are considered
a foreign-born person. Immigration from various parts of the world has been and continues to be a major
contributor to San Diego’s ethnic and cultural diversity. Having the privilege of being a multicultural melting
pot positions the City's labor force for success in the global economy.

San Diego's strong history and reputation with the military and defense industry have built the nation’s
largest military community, which makes up nearly 10.0 percent of the population in the region. The San

'4 Civic San Diego. Downtown San Diego Partnership Team Launch Downtown Circulator Program. City of San Diego website.
Retrieved July 2023.
'5 Pacific Beach Shuttle. City of San Diego Sustainability and Mobility Department website. Retrieved July 2023.
6 Mobility and Land Use. City of San Diego Sustainability and Mobility Department website. Retrieved July 2023.
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Diego Association of Governments (SANDAG) forecasts the City's population to be 1.59 million by 2035 and
1.63 million by 2050."

The following Figures 2 through 4 provide more detail about the City of San Diego's demographics
including: Population by Age, Educational Attainment, and Race |dentification, respectively.

Figure 2: Population By ,, 500,000
Age c
400,000
Source: U.S. Census Bureau, §
2018 - 2022 American § 300,000
Commun/tySurvey.5-Year ‘5 200,000
Estimates. 5
{El 100,000
E [ m

Under5 5to19 20to34 35to59 60and
over

Age Group

Figure 3: Educational
Attainment > Graduate/Professional Degree
Source: U.S. Census Bureau,
2018 - 2022 American
Community Survey 5-Year
Estimates.

Bachelor's Degree
Associate's Degree
Some College, no degree

High School Graduate

Education Level

Less than High School

0% 5% 10% 15% 20% 25% 30%

Percentage

7 SANDAG Series 14 Regional Growth Forecast. SANDAG website. Retrieved March 2023.
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Identification
Source: U.S. Census Bureau,
2018 - 2022 American
Community Survey 5-Year
Estimates.
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Budget Development Process

Budget Development Process

The City of San Diego's budget is created in conjunction with the Mayor, City Council, City departments and
public input. The budget process considers the fiscal and policy goals of the City for the upcoming fiscal
year, while following a timeline for budget publication codified in the City's Charter. This section provides
an overview of the annual workflow and the specific processes that help produce the City's budget for Fiscal
Year 2025. The chart below illustrates the process, and detailed descriptions of key stages are listed on the
following pages.

Start

Planning phase
begins for next November
budget cycle Five-Year Financial
Outlook was
updated and
priorities and goals
were set

June

The Fiscal Year 2025
Budget was approved by
the City Council on June Department of Finance
11, and the Appropriation provided citywide

Ordinance was adopted by budget training
the City Council on June 25

December

May — June

Mayor's May Revision was
released on May 14, and
the IBAissued its report of
recommended budget
modifications on June 4

December —January

Departments developed
and submitted Fiscal
Year 2025 budget
requests

May
City Councilmembers
held budget hearings to
gather input from
residents

February

Executive Team
reviewed Fiscal Year
2025 budget requests

February — March

The Mayor released
the Proposed Budget Department of Finance
to the public on April staff finalized numbers
12. The IBAreviewed and developed the
the Proposed Budget citywide Fiscal Year
and issued a report on 2025 Proposed Budget

April 26

The Budget Development Process consists of three main phases: Budget Development, Budget Review,
and Budget Adoption. After the budget is adopted, there is an opportunity to amend the budget via the
Budget Monitoring Process.
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August - September 2023
City Council Priority
Memoranda Issued

November 2023: Fiscal
Planning

November - December 2023:
Citywide Budget Development
Training

December 2023 - January 2024:
Budget Submission

February 2024: Executive
Budget Review (EBR) Meetings

February - March 2024: Budget
Development

March - April 2024: Proposed
Budget Finalized

Budget Development Process

Call memorandum issued on August 30, 2023, for City
Councilmembers’ FY 2025 budget priorities.  City
Councilmembers' FY 2025 budget priorities memoranda were
due to the Office of the Independent Budget Analyst on
September 27, 2023.

The Fiscal Year 2025-2029 Five-Year Financial Outlook (Outlook)
was released in November 2023. The Outlook is a long-range
fiscal planning guide that serves as the framework for the Fiscal
Year 2025 General Fund Budget. The report provides an outlook
of the City's General Fund finances over the next five years.

City departments received training on the budgeting system, the
budget development process, and incorporating equity into the
budget. This included guidance and expectations for developing
budget requests within the Fiscal Year 2025 Proposed Budget
goals and priorities.

Departments developed and submitted budget requests for
Fiscal Year 2025. Department of Finance staff analyzed the
budget submissions and prepared a summary of changes and
adjustment recommendations for discussion at the Executive
Budget Review (EBR) meetings.

In the EBR meetings, Department Directors and fiscal support
staff met with the City's Executive Management Team, Mayoral
Staff, Department of Finance, and Chief Race and Equity Officer
to discuss strategic priorities. City management reviewed the
departments' budget proposals ensuring requests aligned with
the City's fiscal policies and Strategic Plan.

Based on information provided by the City's Executive
Management Team, the Mayor's Office, and the Department of
Finance developed the Fiscal Year 2025 Proposed Budget. Staff
balanced General Fund resources with expenditures and
adjusted the budget to align with the City's fiscal policies and
priorities.

In March, the Fiscal Year 2025 Proposed Budget, including the
General Fund, non-general funds, and capital improvement
projects, were finalized. The Department of Finance created the
Proposed Budget document in March and April. The Mayor
released the Fiscal Year 2025 Proposed Budget to the public on
April 12, 2024, in compliance with the City's Charter [Article VII,
Section 69, Item (c)]. The Office of the Independent Budget
Analyst (IBA) will review the Fiscal Year 2025 Proposed Budget
and issue its report on April 26, 2024.
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Budget Review

May 2024: Budget Review
Committee Hearings

May - June 2024: Mayor's May
Revision and IBA
Recommended Revisions

Budget Adoption

May - June 2024: Adopted
Budget

June 2024: Adopted Budget
Finalized

June 2024: Appropriation
Ordinance

Budget Monitoring
July 2024 - June 2025: Budget
Monitoring and Amendments

Budget Development Process

The City Council's Budget Review Committee will hold a series of
public budget hearings, obtaining San Diego residents' input on
spending priorities. Councilmembers use the information to
develop their final budget priorities and recommended changes
to the Fiscal Year 2025 Proposed Budget.

On May 14, 2024, the Mayor's May Revision to the Fiscal Year
2025 Proposed Budget will be released. In this report, the Mayor
recommends changes to the Proposed Budget based on
updated policy related issues and revised Fiscal Year 2024 year-
end revenue and expenditure projections. Following the release
of the May Revision, the IBA will issue a report on June 4, 2024,
with recommended City Council modifications to the Mayor’s
Fiscal Year 2025 Proposed Budget and May Revision.

On May 16, 2024, the Budget Review Committee will review the
Mayor's May Revision and the Third Quarter Budget Monitoring
Report. OnJune 11, 2024, the City Council is expected to approve
the Fiscal Year 2025 Budget, with modifications. If the budget
has been modified by the City Council, the Mayor's veto period
is expected to begin on June 13, 2024, and end on June 19, 2024.

In June, the final changes to the Fiscal Year 2025 budget were
implemented based on City Council modifications. Once the
changes were made, the Fiscal Year 2025 Adopted Budget was
complete. The Change Letter was created to summarize the May
Revision and City Council's changes to the Fiscal Year 2025
Proposed Budget, by fund and department.

On June 25, 2024, the City Council is anticipated to adopt the
Appropriation Ordinance, codifying the Fiscal Year 2025
Adopted Budget into law.

During the fiscal year, the Department of Finance monitors the
annual operating budget via quarterly financial reports. During
this process, the department, in conjunction with all City
departments, analyzes year-to-date actuals, forecasts year-end
results, and recommends budget amendments. Throughout
the fiscal year, budget amendments may be recommended by
the Mayor and approved by the City Council.

"Not all budget amendments are subject to City Council approval. Refer to the Appropriation Ordinance for budget
amendments that are not subject to City Council approval.
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Citywide Budget Overview

Citywide Budget Overview
The City of San Diego's Fiscal Year 2025 Adopted Budget of $5.82 billion is comprised of five operating fund
types and the Capital Improvements Program (CIP):

e General Fund

e Special Revenue Funds
e (Capital Project Funds
e Enterprise Funds

e Internal Service Funds

Table 1 - shows the change in expenditures from Fiscal Year 2023 to Fiscal Year 2025 by fund type/program.

Table 1 - Change in Total City Expenditures from Fiscal Years 2023 - 2025 by
Fund Type/Program

FY 2024 -

FY 2023 FY 2024 FY 2025 FY 2025
Fund Type Actual Adopted Budget Adopted Budget Change
General Fund 1,959,931,710|$ 2,081,833,190|$ 2,160,943,165|$ 79,109,975 3.8%
Special Revenue Funds 672,624,541 848,854,715 1,003,444,590 154,589,875 18.2%
Capital Project Funds 29,922,043 23,655,473 26,294,758 2,639,285 11.2%
Enterprise Funds 1,231,375,396 1,336,082,705 1,483,153,343 147,070,638 11.0%
Internal Service Funds 150,749,943 177,963,364 191,947,579 13,984,215 7.9%
Capital Improvement 750,886,402 704,115,321 949,965,273 245,849,952 34.9%
Program
Total 4,795,490,035|$ 5,172,504,768|$ 5,815,748,708|$ 643,243,940 12.4%
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Figure 1 - displays the Fiscal Year 2025 Adopted Expenditure Budget by Fund Type/Program.

Figure 1 - Fiscal Year 2025 Adopted Expenditure Budget by Fund Type/Program
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Table 2 - presents the Change in City Revenue from Fiscal Year 2023 to Fiscal Year 2025 by Fund Type.

Table 2 - Changes in Total City Revenue from Fiscal Years 2023 - 2025 by Fund

FY 2025 FY 2024 -

FY 2023 Adopted FY 2025
Fund Type Actual Budget Change e
General Fund $ 2,011,950,692|$ 2,017,767,692|$% 2,076,498,262| % 58,730,570 2.9%
Special Revenue Funds 806,662,042 836,792,659 956,807,857 120,015,198 14.3%
Capital Project Funds 67,036,501 66,932,244 68,220,162 1,287,918 1.9%
Enterprise Funds 1,582,173,838 1,927,602,456 2,170,770,060 243,167,604 12.6%
Internal Service Funds 175,445,174 172,501,490 184,096,945 11,595,455 6.7%
Total’ $ 4,643,268,248|$ 5,021,596,541|$ 5,456,393,286|$ 434,796,745 8.7%

" Operating revenue may be less than operating expenditures due to the use of fund balance in excess of reserves.
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Expenditure Overview by Fund Type/Program

General Fund

Departments supported by the General Fund provide core community services such as police, fire-rescue,
parks and recreation, library services, and refuse collection, as well as vital support functions such as
financial, legal, and human resources. Core services are primarily supported by major revenue sources
including property tax, sales tax, transient occupancy tax, and franchise fees. The City's Fiscal Year 2025
Adopted Budget reflects General Fund expenditures totaling $2.16 billion, which is an increase of $79.1
million, or 3.8 percent, from the Fiscal Year 2024 Adopted Budget. Details on the total net increase in the
General Fund are described in the General Fund Expenditures section of this Volume.

Special Revenue Funds

Special Revenue Funds account for revenues received for specific purposes. The five largest special revenue
funds are the Engineering & Capital Projects Fund, Transient Occupancy Tax Fund, Fire/Emergency Medical
Services Transport Program Fund, Information Technology Fund, and Underground Surcharge Fund. The
Fiscal Year 2025 Adopted Budget for Special Revenue Funds is $1.00 billion, representing an increase of
$154.6 million, or 18.2 percent, from the Fiscal Year 2024 Adopted Budget. This net increase is primarily
due to a $110.8 million increase in the Fire/Emergency Medical Services (EMS) Transport Program Fund
associated with the transition to the EMS Alliance Model for ambulance transportation services. Additional
increases in expenditures are associated with the Underground Surcharge Fund, Engineering and Capital
Projects Fund, Infrastructure Fund, and Environmental Growth Funds. These increases are offset by
decreases in the Transient Occupancy Tax Fund, Low- and Moderate-Income Housing Asset Fund,
Convention Center Expansion Administration Fund, and Facilities Financing Program Fund.

Capital Project Funds

Capital Project Funds are primarily used for the acquisition or construction of major capital facilities. These
funds typically make up a small portion of the overall Capital Improvements Program (CIP), which can be
supported by all fund types. The Fiscal Year 2025 Adopted Budget for Capital Project Funds is $26.3 million,
which is an increase of $2.6 million, or 11.2 percent, from the Fiscal Year 2024 Adopted Budget. This
increase is primarily due to an increase in reimbursements for eligible transportation-related operations
costs supported by anticipated revenue in the TransNet Extension Funds, which are reimbursed by
revenues from the San Diego Association of Governments (SANDAG).

Enterprise Funds

Enterprise Funds account for specific services funded directly by user fees. These funds include Water,
Sewer, Development Services, Refuse Disposal, Recycling, Solid Waste Management, Golf Course, and
Airports. Typically, these funds are intended to be fully self-supporting and are not subsidized by the
General Fund. The Fiscal Year 2025 Adopted Budget for Enterprise Funds is $1.48 billion, representing an
increase of $147.1 million, or 11.0 percent, from the Fiscal Year 2024 Adopted Budget. This net increase is
primarily due to the following adjustments:

e $85.2 million in the Water Utility Operating Fund primarily associated with pending changes in the
wholesale rate for water purchases from the San Diego County Water Authority, citywide
compensation and pension actuarial-determined contribution increases, water treatment
chemicals, Pure Water implementation and operations, dam and reservoir maintenance and repair,
Otay Water Treatment Plant maintenance, and debt payments.

e $33.6 million in the Municipal Sewer and Metropolitan Sewer Utility Funds, primarily associated
with citywide compensation and actuarial determined-contribution increases, wastewater
treatment chemicals, debt payments, and equipment upgrades for three wastewater treatment
and disposal facilities.

e $12.5 million in the Development Services Fund primarily associated with citywide compensation
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increases and pension actuarial-determined contribution increases.

e $6.6 million in the newly created Solid Waste Management Fund, which is associated with a
restructure of expenditures out of the General Fund and into this new Enterprise Fund associated
with the amendment to the People's Ordinance. The approved amendment to the People’s
Ordinance allows the City to recover costs for City force solid waste collection services.
Implementing a cost-recoverable fee will eventually eliminate the burden on the General Fund to
provide a cost-free service to a portion of the population. Implementation of a new fee structure is
a multi-year process that is contingent on Proposition 218 compliance and City Council adoption.

Internal Service Funds

Internal Service Funds support the City's internal operations on a cost-reimbursable basis. The Fiscal Year
2025 Adopted Budget for Internal Service Funds totals $191.9 million, which is an increase of $14.0 million,
or 7.9 percent, from the Fiscal Year 2024 Adopted Budget. This net increase is primarily due to the following
increases: $6.8 million in the Fleet Operations Funds associated with the acquisition and maintenance of
vehicles, and $3.7 million in the Central Stores Fund associated with inventory purchases.

Capital Improvements Program

The CIP Budget allocates available revenue to rehabilitate,
restore, improve, enhance, and increase the City's capital
assets. This fiscal year's budget is comprised of various funding
sources, such as sewer and water rate fees, a one half-cent
local sales tax for transportation improvements (TransNet '
Extension), and developer fees. The Fiscal Year 2025 Adopted
CIP Budget appropriates a total of $950.0 million above the
$2.56 billion in carry forward appropriations previously
approved by the City Council. The Fiscal Year 2025 Adopted CIP
Budget reflects an increase of $245.8 million, or 34.9 percent,
when compared to the Fiscal Year 2024 Adopted CIP Budget of
$704.1 million. This is primarily due to an increase in Water and
Wastewater-related enterprise fund appropriations.

The CIP budget project pages include anticipated funding information for CIP projects. For Fiscal Year 2025,
a total of $179.1 million in funding for CIP projects is anticipated but has not been appropriated in the Fiscal
Year 2025 Adopted Budget. Anticipated funding includes a variety of funding types, such as commercial
paper, lease revenue bonds, revenue bonds and notes, General Fund contributions, donations, grants, and
developer funding. Not all anticipated funding materializes; however, as anticipated sources of funds are
received, separate City Council actions will be brought forward to appropriate the funding in Fiscal Year
2025.

Citywide Reorganization/Restructuring

The Fiscal Year 2025 Adopted Budget reflects city department reorganization/restructuring, renaming, or
creation determined by mayoral or executive management priorities and department-initiated requests.
The reorganizations refine programs and processes and provide comprehensive organizational
improvements. Reorganizations are a means to restructure a department's major divisions and programs
but can also include modifications that are less substantial. The following provides an overview of the
reorganizations implemented in the Fiscal Year 2025 budget process. Per Charter Section 26, all newly
created departments included in the Adopted Budget must be approved by ordinance by a two-thirds vote
of the City Council.
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Public Facilities Planning Program

The Public Facilities Planning Program and the Facilities Financing Fund will be moved to the General Fund
of the City Planning Department. This restructure transfers 19.00 FTE positions, non-personnel
expenditures, and revenue from the Facilities Financing Fund to the General Fund under the City Planning
Department. The merge with the General Fund will optimize resource management and deployment for
department operations. The City Planning Department oversees the City's General Plan, which contains the
policies guiding the facilities financing program to ensure that new developments impacting city facilities
are mitigated through Development Impact Fees (DIF) paid on new developments within a community. Each
community has their own Public Facilities Financing Plan that includes community needs such as public
safety facilities, parks, and libraries.

Department of Real Estate and Airport Management/Economic Development

Department

The Department of Real Estate and Airport Management (DREAM) oversees the City's real estate portfolio,
two municipal airports, Airport Enterprise Fund, Concourse & Parking Garages Fund, and Petco Park Fund.
This department will be restructured to report to the Economic Development Department. Operationally,
this reorganization has already been implemented; however, the accounting and budgetary restructure is
not anticipated to occur until the Fiscal Year 2026 budget process. The Economic Development Department
is anticipated to bring forward an action to the City Council to merge both departments in accordance with
Charter Section 26.

Engineering & Capital Projects (E&CP) Department

The Strategic Capital Projects Department (SCP) will be merged into E&CP. This restructure is projected to
be completed in Fiscal Year 2025. As a result of the Departmental merger, E&CP will take on the added
responsibility for the delivery of the City's largest and most complex capital projects, such as Pure Water
phases | and Il as well as dams and reservoir projects. The Engineering & Capital Projects Department is
anticipated to bring forward an action to the City Council to merge both departments in accordance with
Charter Section 26.

Solid Waste Disposal Fund and the People's Ordinance

The Solid Waste Disposal Fund was created as a result of the passage of Measure B (amendment of the
People's Ordinance), which allows the City to collect a fee to recover the cost of waste collection services.
All start-up costs and future costs associated with the implementation of Measure B and providing waste
collection services will be incurred in this fund to ensure proper fee development. This restructure includes
the transfer of 16.00 FTE positions and associated non-personnel expenditures from the General Fund into
the Solid Waste Disposal Fund. Eligible Fiscal Year 2024 expenditures have been moved into this fund.

Resource Access Program

The Fire-Rescue Department will acquire 1.00 Program Manager position transferred from the Office of the
City Attorney to oversee the Lifesaving Interventions for Treatment (LIFT) Program that works with the City's
first responders and county agencies to identify appropriate treatment pathways for individuals with
substance use, mental health, and housing challenges. The services that this program provides are closely
related to the Resource Access Program (RAP) in the Fire-Rescue Department.

Parks and Recreation Department Restructure

The Parks and Recreation Department will inactivate the Developed Regional Parks Division and, inits place,
create three new divisions: Balboa Park Division, Mission Bay Park and Shoreline Beaches Division, and
Park Rangers Division. The positions and non-personnel expenditures previously budgeted in the
Developed Regional Parks Division will be distributed amongst the three new divisions. The restructure into
these three new divisions, as well as the Fiscal Year 2024 creation of the Citywide Maintenance Services
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Division, will help the Parks and Recreation Department continue to align with the mission, vision, goals,
and objectives outlined in the department's Tactical Equity Plan, and continue to address needs identified
in the Parks Master Plan.

The Balboa Park Division will support Balboa Park, Presidio Park, and Mission Hills Park by providing
maintenance services, site inspections, site permits, special event coordination, project oversight, and
liaison work with Balboa Park philanthropic organizations including museums and cultural institutions. In
addition, staff will work with the Balboa Park Committee as an advisory to the Parks and Recreation Board
on policy issues. This restructure includes the transfer of 100.50 FTE positions, total expenditures of $10.4
million, and $12.0 million in revenue from the former Developed Regional Parks Division.

The Mission Bay Park and Shoreline Parks Division will be responsible for the maintenance and operations
of multiple regional parks, including 13 miles of beaches from Ocean Beach to Jolla Shores, and shoreline
parks adjacent to the beach. The creation of this division includes the transfer of 97.00 FTE positions, total
expenditures of $11.0 million, and $17.9 million in revenue from the former Developed Regional Parks
Division. Staff in this division will work with various community planning groups, as well as coastal-focused
nonprofit organizations.

The Park Ranger Division will be responsible for centralized park ranger services at all park locations, will
lead sidewalk vending ordinance education and enforcement efforts, and will propose San Diego Municipal
Code updates related to expressive (First Amendment) activities such as buskers and religious practitioners.
The creation of this division includes the transfer of 43.00 FTE positions, total expenditures of $5.7 million,
and $4.8 million in revenue from the former Developed Regional Parks Division. The Park Ranger Division
will also acquire 2.00 Park Rangers, non-personnel expenditures, and associated revenue from the Los
Pefiasquitos Canyon Preserve Fund.

Sidewalk Vending Ordinance Program

The Police Department will acquire 5.00 FTE positions and non-personnel expenditures from the
Development Services Department to enforce the Sidewalk Vending Ordinance, which established
regulated, legal sidewalk vending throughout the City. The Police Department will be able to provide more
robust enforcement of unsafe sidewalk vending-related issues as a result of this restructure.

Department of Race and Equity

The Office of Race and Equity will officially change its name to the Department of Race and Equity to align
with the language in governing documents that created the department in Fiscal Year 2021. This name
change will alleviate inconsistencies around the department's overall duties. Additionally, the Development
Services Department transferred 3.00 FTE positions associated with the Cannabis Social Equity Program to
the Department of Race and Equity to support the implementation of the City's Cannabis Equity Assessment
and a Cannabis Equity and Economic Development (SEED) program. However, this program will be
discontinued in Fiscal Year 2025.

Fiscal Year 2025 General Fund Adopted Budget

The Fiscal Year 2025 General Fund Adopted Budget reflects a multi-year analysis that addresses the Fiscal
Year 2025 baseline shortfall that was projected in the Fiscal Year 2025-2029 Five-Year Financial Outlook
(Outlook) and makes certain revisions to projections based on updated revenues for Fiscal Year 2024 and
2025, as well as funding decisions made in Fiscal Year 2025. The multi-year analysis also includes a
comprehensive review of critical expenditure requests submitted by various departments in Fiscal Year
2025 and incorporates other resources and mitigation actions to help address the projected revenue
shortfall in Fiscal Year 2025. There is an ongoing need to reach a structurally balanced budget where
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years the City will need to explore additional mitigation actions, which could include the reduction or
suspension of reserve contributions, suspension or strategic use of contributions to the Infrastructure
Fund, additional budget reductions, and the pursuit of additional one-time and ongoing revenue sources.
The following sections provide additional details considered in the Fiscal Year 2025 General Fund Adopted
Budget.

Fiscal Year 2025-2029 Five -Year Financial Outlook

In November 2023, the Fiscal Year 2025-2029 Five-Year Financial Outlook (Five-Year Outlook) was released.
The report included a projected baseline shortfall—in which baseline expenditures exceed baseline
revenues—in all of the fiscal years. As displayed in Table 3 - Fiscal Year 2025-2029 Five-Year Financial
Outlook, baseline expenditure growth is expected to exceed baseline revenue growth in all years of the
Outlook. To help mitigate some of the projected deficits, the Five-Year Outlook included the use of one-
time resources in Fiscal Year 2025; however, going forward other types of mitigation actions will need to be
explored.

Table 3 - Fiscal Year 2025-2029 Five-Year Financial Outlook

Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year
2025 2026 2027 2028 2029

Baseline Revenues $ 2,019.4| % 2,083.0| $ 2,153.9| % 2,226.0| $ 2,313.4
Baseline Expenditures 2,156.2 2,239.5 2,303.8 2,386.3 2,454.7
Baseline (Shortfall) $ (136.8) $ (156.5)| $ (149.9)| $ (160.3)| $ (141.3)
/Surplus
Use of Excess Equity 56.5 - - - -
New Facilities/ Planned (35.1) (77.0) (93.7) (98.0) (85.9)
Commitments
(Shortfall) /Surplus $ (115.4)( $ (233.4)| $ (243.5)| $ (258.3)| $ (227.3)

Since the release of the Five-Year Outlook, projected revenues for the Fiscal Year 2025 Adopted Budget
have been updated, and additional critical expenditures have been added via the Fiscal Year 2025 budget
process. These limited additions to the budget are intended to sustain the progress the City has made
during the last three years in prioritizing homelessness, infrastructure, housing affordability and public
safety. Achieving a balanced budget for Fiscal Year 2025 required additional resources above what was
projected in the Five-Year Outlook and included a combination of cost-saving measures in the current year.
Additionally, the Fiscal Year 2025 Adopted Budget includes the judicious use of other one-time resources,
along with reductions in departments, while striving to minimize service level impacts to residents as much
as possible.

Table 4 - Updated Fiscal Year 2025-2029 Five-Year Financial Outlook displays the updated projected net
position of the General Fund over the next five fiscal years. The updated Fiscal Year 2025 baseline has seen
a decrease in expenditures primarily due to the waiving of the reserve contribution and a one-time
decrease in expenditures associated with shifting eligible expenditures into the Infrastructure Fund. These
decreases offset the general wage, pension payment, and homelessness services increases that were not
assumed in the Five-Year Outlook.

Moreover, the bottom-line shortfall has decreased in Fiscal Year 2027 and beyond primarily due to
increased revenues, budget reductions, and assumed waiving of reserve contributions.
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Table 4 - Updated Fiscal Year 2025-2029 Five-Year Financial Outlook

Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year,
2025 2026 2027 2028 2029

Revenues $ 2,076.5| $ 2,089.0| $ 2,173.7| % 2,262.0| $ 2,377.3
Expenditures 2,160.9 2,282.0 2,319.8 2,406.9 2,479.3
Net Position (Shortfall) / (84.4) (193.0) (146.1) (144.9) (102.0)
Surplus
Use of Excess Equity 84.4 - -
New Facilities/Planned - (63.1) (81.2) (84.2) (72.2)
Commitments
(Shortfall) /Surplus $ 0.0/ $ (256.2)( $ (227.3)| $ (229.1)| $ (174.2)

Note: Fiscal Year 2025 Revenues and Expenditures include one-time additions that do not carry forward to Fiscal Year 2026 and
beyond.

The Fiscal Year 2025 Adopted Budget reflects additional revenue of $57.1 million primarily associated with
continued growth in property tax and franchise fees. There are also additional increases in future fiscal
years when compared to the prior Five-Year Outlook. The increase in Property Tax revenues is due to
elevated median home prices, stable unemployment rates, and continued demand for limited housing
stock. Lastly, forecasted franchise fee revenues have increased from the Five-Year Outlook as a result of
the assumption that the contribution of franchise fee revenue to the Climate Equity Fund and the Energy
Independence Fund will be suspended, and the revenue would instead be received in the General Fund.

As reflected in Table 4 - Updated Fiscal Year 2025-2029 Five-Year Financial Outlook, expenditures are
projected to be $4.7 million higher in Fiscal Year 2025 than originally projected in the Five-Year Outlook.
The primary changes to Fiscal Year 2025 expenditures and beyond include increases in salaries and fringe
benefits associated with negotiated compensation increases and the City’'s pension payment, which are
partially offset by decreases in the General Fund reserve contributions, the use of the Infrastructure Fund
to support existing eligible General Fund expenditures and decreases in energy and utilities. Additional
details are included in the General Fund Revenues and General Fund Expenditures sections of this Volume.
Additionally, the new facilities/planned commitments include those identified in the Five-Year Outlook.

As a result of all these changes, the General Fund is projected to have significant deficits through Fiscal Year
2029. These updated Outlook projections demonstrate the importance of developing multi-year strategies
to correct the projected structural budget deficits, where ongoing expenditures exceed ongoing revenues,
and demonstrate the City's need for additional ongoing available resources to support the critical needs of
the City. In Fiscal Year 2026, a projected $256.2 million in other dedicated funding sources would be needed
to minimize service level impacts and avoid budget reductions.

A full update to the Five-Year Outlook for Fiscal Years 2026-2030 will be released by the end of calendar
year 2024.

General Fund and Risk Management Reserves

The City's Reserve Policy was adopted by the City Council in 2002 to establish essential reserves, strengthen
the City's financial position and address unexpected emergencies and liabilities. Maintaining strong
reserves positions the City to weather significant economic downturns more effectively, manage the
consequences of outside agency actions that may result in revenue reductions, and address unexpected
emergencies, such as natural disasters, catastrophic events caused by human activity, or excessive liabilities
or legal judgments against the City.
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General Fund Reserves

In December 2022, the City Council approved updates to the Reserve Policy to modify the annual funding
targets for the General Fund's Emergency Reserve and Stability Reserve. The updated policy kept the goal
of achieving a combined reserve balance equal to 16.7 percent of the most recent three-year average of
annual audited General Fund operating revenues, which is a best practice per the Government Finance
Officers Association (GFOA); however, the timeline to achieve that goal was extended from Fiscal Year 2025
to Fiscal Year 2030.

In line with those updates, the Fiscal Year 2024 Adopted Budget included a planned contribution of $8.1
million to the General Fund Reserves to meet the Reserve Policy target of 13.58 percent. After the
development of the budget, the City's Fiscal Year 2023 Annual Comprehensive Financial Report (ACFR) was
completed, and based on the audited actual revenues, the reserve contribution for Fiscal Year 2024 was
increased to $8.4 million to meet target levels. The Fiscal Year 2024 Third Quarter Budget Monitoring Report
(Third Quarter Report) assumed the contribution of $8.4 million to the reserves will be delayed, preserving
additional excess equity to help balance the Fiscal Year 2025 budget.

Similarly, the Fiscal Year 2025 Adopted Budget delays the planned reserve contribution, which was
estimated to be approximately $30.8 million based on the Third Quarter Report and the assumed Fiscal
Year 2024 contribution not occurring. This action would allow the City to maintain its current reserve levels,
while also limiting additional reductions to operations, which would negatively impact service levels for City
residents.

Table 5 - General Fund Reserves shows the impact on the reserve’s level and percentage due to the
planned delay of the Fiscal Year 2024 and 2025 General Fund Reserve contributions.

Table 5 - General Fund Reserves (in millions)
Table 5 - General Fund Reserves (in millions)

Reserve

Emergency Stability Total General Reserve . Reserve Policy

Target Date Policy
Reserve Reserve Fund Reserve Percentage Target Percentage
June 30, 2023 $106.1 $99.5 $207.1 14.30% $207.1 14.30%
June 30, 2024 $106.1 $99.5 $207.1 13.05% $215.4 13.58%
June 30, 2025 $106.1 $99.5 $207.1 11.82% $237.9 13.58%

Risk Management Reserves

The City's Reserve Policy includes additional reserves that are maintained by the Risk Management
department and provide support to address certain claims made against the City. The Public Liability
Reserve is funded by the General Fund and supports claims arising from real or alleged acts on the part of
the City, including claims of bodily injury, property damage, inverse condemnation, false arrest, and errors
and omissions. The Workers' Compensation and Long-Term Disability reserves are funded by citywide
contributions and support medical and disability costs for industrial injury claims, and non-industrially
disabled City employees with income and flexible benefits coverage, respectively.

Each of the Risk Management reserves has differing reserve target balances, which they are all expected to
meet in Fiscal Year 2024, based on Third-Quarter projections. The target levels for each reserve utilize a
smoothing methodology that incorporates the outstanding claims from the respective annual actuarial
liability valuations for the three most recent fiscal years. The target percentages for the Public Liability,
Workers' Compensation, and Long-Term Disability reserves are 50 percent, 12 percent, and 100 percent,
respectively.

Due to the General Fund being a primary contributor to each of the Risk Management reserves, the Fiscal
Year 2025 Adopted Budget includes a recommendation to delay any additional contributions to the funds
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in excess of those intended to support annual operating expenditures. In Fiscal Year 2025, the Public
Liability and Long-Term Disability reserves are anticipated to be met while the Workers’ Compensation
Reserve is anticipated to be underfunded by $1.2 million. The reserve target amounts for the Public Liability
and Long-Term Disability Reserves remain the same when compared to the Fiscal Year 2024 targets. The
Workers' Compensation Reserve is experiencing a year-over-year increase in the reserve target amount
from Fiscal Year 2024 due to the three-year average in the outstanding Actuarial Liability increasing by $10.0
million. The contribution amount associated with this increase is $1.2 million, or 12 percent, and is not
projected to be met to limit additional operational cuts impacting service levels to City residents. The
General Fund portion of the Workers' Compensation Reserve is estimated to be $1.0 million.

Table 6 - Risk Management Reserves shows the impact on the reserve levels for each respective Risk
Management fund due to the planned one-time delay of the Fiscal Year 2025 reserve contributions.

Table 6 - Risk Management Reserves (in millions)

FY 2025 Projected Reserve FY 2025 Est. Reserve Reserve Policy

Reserve Fund .
Reserve Balance | Percentage Policy Target Percentage
Public Liability $38.4 50.0% $38.4 50.0%
Workers' Compensation $35.5 11.6% $36.7 12.0%
Long-Term Disability $5.0 100.0% $5.0 100.0%

Other Fiscal Considerations

This section details other fiscal considerations that are not included in the Fiscal Year 2025 Adopted Budget
but have the potential to impact City revenues in future years. For these other fiscal considerations, the
impact is still to be determined. Examples of other fiscal considerations include previously approved ballot
measures that have not been implemented yet, are still under litigation, or measures that have been placed
on the ballot in November 2024. Since the outcome of these items could significantly impact the City's
budgetary landscape, they are discussed in more detail below.

TOT Increase (Measure C):

Measure C was a 2020 citizens' initiative to raise the Transient Occupancy Tax in San Diego. The increased
tax would support the expansion of the San Diego Convention Center, create a dedicated funding source
for homelessness programs and services, and fund necessary road repairs across the City. The measure
was included on the March 3, 2020, ballot and required approval by two-thirds of San Diego voters;
however, recent legal rulings indicate that a simple majority was needed for the measure to pass because
it was a citizens' initiative, as opposed to a City-sponsored initiative which requires a two-thirds super-
majority vote. The City has been waiting on a final decision from the courts on the validity of the measure
to proceed with implementation. In August 2023, the California State Court of Appeal declared that
“Measure C, as a citizens' initiative, was subject to a simple majority vote[;]" however, the court made that
determination based on the assumption that Measure C was a citizens' initiative. The appellate court
returned the case for additional proceedings to determine if the measure was a citizens' initiative. Once the
case is resolved, an estimated $291.0 million could be generated in the first five years for the Convention
Center, and $202.0 million could be generated for homelessness programs and services, which could lessen
the fiscal impact to the General Fund.

People's Ordinance (Measure B):

During the November 2022 election, a majority of City voters approved Measure B, a proposition placed on
the ballot by the City Council to amend sections of the Municipal Code commonly referred to as the People’s
Ordinance. The measure, along with recodifying the City's responsibilities for waste collection services,
allowed for the City to recover costs to perform City force solid waste collection services. Implementing a
cost-recoverable fee will eliminate the burden on the General Fund to provide a cost-free service to a
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portion of the population. Implementation of a new fee structure is a multi-year process that is contingent
on Proposition 218 compliance and City Council adoption.

The Fiscal Year 2025 Adopted Budget includes a total of $6.6 million and 16.00 FTE positions to support a
waste collection cost of service study, stakeholder engagement process, and a billing solution and software
integration to implement the amendment. Fiscal Year 2024 and Fiscal Year 2025 Adopted Budget items
specifically related to the implementation of the amendment to the People's Ordinance have been moved
to the new Solid Waste Disposal Enterprise Fund. Revenue from the collection service fees (expected to
begin in Fiscal Year 2026, subject to required approvals) will reimburse those expenditures and is expected
to contribute to a significant reduction in the General Fund once collection services costs are moved into
the Solid Waste Disposal Fund.

Sales Tax Measure:

On July 22, 2024, the City Council voted unanimously to place a measure on the November 2024 ballot to
establish a one-cent general purpose transactions and use (sales) tax. If a one-cent increase to sales tax is
approved by voters, it is estimated it will double the City's sales tax revenues. The Fiscal Year 2025 Adopted
Budget includes $393.5 million for Sales Tax, so for illustrative purposes, it could double sales tax or bring
in an additional $393.5 million in a full year to invest in neighborhood upgrades, including fixing potholes,
repairing streets, sidewalks, and streetlights, improving parks and libraries, updating police, fire, paramedic,
and 9-1-1 response, and providing enhanced infrastructure and delivering general services across San
Diego. If the measure were to pass, it could be implemented for a quarter of Fiscal Year 2025, which is
estimated to yield an additional $98.4 million that is not accounted for in the Fiscal Year 2025 Adopted
Budget.

User Fee Update

In accordance with Council Policy 100-05: User Fee Policy, the Department of Finance coordinates a
Comprehensive User Fee Study every three to five years that identifies the cost of services for activities that
charge a user fee. The study develops a rate that will make the service cost recoverable to the City. Variables
that impact user fees can include changes to staff salaries, cost of supplies, energy and fuel rates, and a
variety of other factors. While the comprehensive user fee study occurs every three to five years, which is
a Government Finance Officers Association (GFOA) best practice, Council Policy 100-05 requires that
departments perform an annual review, as part of the budget process, to analyze and update user fees
based on Consumer Price Index (CPI) or other annually adjusted inflators.

In calendar year 2022, the Department of Finance conducted a Comprehensive User Fee Study, in which all
General Fund and Non-General Fund departments that charge user fees participated. The study required
departments to analyze how each user fee was impacted by the COVID-19 pandemic, and the results of the
study were incorporated into the Fiscal Year 2023 Budget. In Fiscal Year 2025, the City is planning to conduct
a Comprehensive User Fee Study to evaluate the impact of citywide salary increases, updated pension
contributions, and inflation on the cost of providing government services. An updated comprehensive user
fee schedule is projected to be completed and presented to the Budget and Government Efficiency
Committee and City Council in calendar year 2024, with the goal of implementation in Fiscal Year 2026.

Fiscal Year 2025 Critical Expenditures

In addition to solving the baseline revenue shortfall, the Fiscal Year 2025 Adopted Budget prioritizes the
maintenance of current core services, while allowing for select budget additions needed to comply with
various mandates, address quality of life issues, provide public safety, support homelessness programs
and services, and operate new parks and library facilities. Program summaries for the Infrastructure Fund,
Climate Equity Fund, Homelessness Programs and Services, Climate Action Plan, Vision Zero, the Use of
One-Time Resources, and Citywide Personnel Expenditures are included in the following sections.
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For a summary of all significant budget adjustments included in the General Fund, please refer to the
General Fund Expenditures section of this Volume.

Infrastructure Fund (Charter Section 77.1)

In June 2016, voters approved Proposition H, requiring the City to dedicate specific sources of revenue to
fund new General Fund infrastructure, such as streets, sidewalks, bridges, buildings, and the maintenance
and repair of such infrastructure.

The calculation to fund the Infrastructure Fund is based on the following:

e Sales Tax Increment - an amount equal to the annual change in sales tax revenue when compared
to the sales tax baseline of Fiscal Year 2016 actual receipts, adjusted by the California Consumer Price
Index (CCPI) for Fiscal Year 2018 through Fiscal Year 2042.

e General Fund Pension Cost Reduction - for Fiscal Year 2018 through Fiscal Year 2042, any amount
of pension costs below the base year of Fiscal Year 2016.

Prior to Fiscal Year 2024, the calculation to fund the Infrastructure Fund included a Major Revenues
Increment based on an amount equal to 50.0 percent of the year over year growth in property tax revenues,
unrestricted General Fund TOT, and unrestricted franchise fees. However, the City Charter only required
this increment for Fiscal Year 2018 through Fiscal Year 2022.

Based on this calculation, the required Infrastructure Fund contribution for Fiscal Year 2025 totals $21.1
million. This amount is primarily attributed to the sales tax increment calculation; the General Fund Pension
Cost Reduction calculation remains above the base year of Fiscal Year 2016.

Based on the definitions in Charter Section 77.1, $21.1 million is required to be deposited into the
Infrastructure Fund for Fiscal Year 2025 unless the Mayor recommends the suspension of Charter section
77.1 for one fiscal year, and two-thirds of the City Council approves that suspension. For Fiscal Year 2025,
the deposit is budgeted to be made; however, eligible operating expenditures and debt service are
budgeted to be transferred from the General Fund (within the Citywide Program Expenditures, General
Services, Stormwater and Transportation Departments) to the Infrastructure Fund. This includes: $1.3
million to support General Fund debt-service; $3.0 million to support repairs and maintenance for City
buildings; $4.8 million to support stormwater channels, pump stations, storm drains, watershed planning,
capital support, and levee maintenance; and $11.1 million for repair and maintenance of streets, sidewalks,
streetlights, traffic signals, and signage. An additional $785,000 is budgeted for Vision Zero capital projects.
Further details are included in Volume Il of the Adopted Budget.

Figure 2: Proposition H Sales Tax Baseline Comparison Outlook illustrates a comparison outlook
between the calculated baseline for sales tax and the contribution to the Infrastructure Fund. The baseline
sales tax is subject to change and adjusted by the California Consumer Price Index (CCPI) for each fiscal
year of the outlook years.
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Figure 2 - Proposition H Sales Tax Baseline Comparison Outlook
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Climate Equity Fund

The goal of the Climate Equity Fund (CEF) is to provide additional funding for City infrastructure projects to
enable underserved communities to better respond to the impacts of climate change. Currently, to be
eligible to receive CEF funding, projects must have an impact on reducing greenhouse gas emissions,
enhancing safety in the public right-of-way, relieving congestion, or achieving other climate equity concerns
and be in a Community of Concern as identified using the Climate Equity Index. City staff work with
community-based organizations, Council offices, and City departments to decide which projects to fund. In
accordance with the City Council resolution, the minimum annual allocation to CEF eligible projects is shown
below, unless the Mayor recommends, and Council approves the suspension for one fiscal year:

e 1 percent of the total annual revenue received through TransNet

e 1 percent of the total annual revenue received through Gas Tax

e 10 percent of the total General Fund revenue received through the annual gas and electric
franchise fees

In addition, the fund receives $1.5 million from the SDG&E Electric Franchise Agreement until Fiscal Year
2026 to further the City's Climate Action and Climate Equity Goals. The Fiscal Year 2025 Adopted Budget
includes the suspension of the minimum annual allocation to the CEF but includes $1.1 million from higher
franchise fee revenue and interest earnings received in Fiscal Year 2024 and $1.5 million from the SDGE
Electric Franchise Agreement for CEF-eligible projects in the CIP. Additionally, $5.9 million of General Fund
debt was allocated to projects that further Climate Equity Goals. Further details are included in Volume IlI
of the Adopted Budget.

Street Pavement

In the Fiscal Year 2025 Adopted Budget, the Transportation Department has allocated $158.2 million for
the Street Pavement Program. The Department's long-term goal is to maintain the City's Street network in
good condition, which equates to an average network pavement condition index (PCl) of 70 or above. Due
to historically limited resources, the PCl has fallen to 63 since the last condition assessment performed in
2016.
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The Street Pavement Program consists of maintenance activities including asphalt repair, asphalt trench
restoration, pothole repair, and slurry seal road repair and capital activities including overlay and
reconstruction road repair. These activities repair, maintain, and improve the City's 6,600 lane miles of
streets and alleys to provide high-quality infrastructure that individuals can safely drive, walk, and ride on.
Transportation Department employees also support other divisions and departments citywide to ensure
that all individuals are provided a safe, reliable, and accessible roadway network throughout the City,
responding daily to roadway repair needs, and improving the transportation system to promote efficient
movement of people and goods. Table 7 - Street Pavement Program displays the allocation of funding to
each maintenance and capital activity.

Table 7 - Street Pavement Program

Street Pavement Program

Full Time
Employees

Personnel
Expenditures

Non-Personnel
Expenditures

Total Fiscal
Year 2025

Expenditures

Asphalt and Pothole Repair 58.00 $5,672,626 $6,292,628 $11,965,254
Asphalt Trench Restoration 61.00 5,337,518 162,764 5,500,282
Slurry and Scrub Seal Road Repair 0.00 - 36,124,284 36,124,284
Overllay and Reconstruction Road 0.00 i 104,585,001 104,585,001
Repair

Total Street Pavement Program 119.00 $11,010,144 $147,164,677 $158,174,821

Each of the activities in the Street Pavement Program is funded through various revenue sources, such as
the Road Maintenance & Rehabilitation Account, Gas Tax, TransNet, General Fund revenues, and debt
financing. The Fiscal Year 2025 Adopted Budget does not include any costs associated with upgrading
unimproved streets and alleys across the City.

Homelessness Programs and Services

For Fiscal Year 2025, $138.5 million is allocated to support homelessness programs and services, including
$68.0 million budgeted in the General Fund for the Homelessness Strategies & Solutions, Police,
Environmental Services, and Economic Development Departments; and $70.5 million in grant funding and
other resources.

Table 8 - shows the Homelessness Programs and Services by Department and Funding Source.

Table 8 - Homelessness Programs and Services by Department and Funding Source
Funding Source/Department/Program FY 2025 Adopted Budget

General Fund

Homeless Shelters and Services Programs $ 34,199,057
Supportive Services and Navigation Programs 9,958,032
Coordinated Outreach 3,314,658
Coordination of City Homelessness Programs and Services 6,444,824
Total Homelessness Strategies & Solutions Department $ 53,916,571
Homeless Outreach Team $ 3,701,094
Total Police Department $ 3,701,094
Eviction Prevention Program $ 962,573
Total Economic Development Department $ 962,573
Clean SD - Encampment and Sidewalk Cleaning $ 9,445,942
Total Environmental Services Department $ 9,445,942
Total General Fund $ 68,026,180
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Funding Source/Department/Program FY 2025 Adopted Budget
Grant Funding and Other Resources

Community Development Block Grant (CDBG) $ 11,424,476%
Community Development Block Grant CARES Act (CDBG-CV) 2,685,434
Emergency Solutions Grant (ESG) 1,023,627*
Encampment Resolution Funding (ERF) Grant 4,982,456
County of San Diego Capital Grants 1,079,072
Family Homelessness Challenge Grant (FHCG) 191,151
County of San Diego Domestic Violence Shelter Project 3,000,000
AB179 Domestic Violence Pass-through Grant 1,000,000
Homeless Housing, Assistance and Prevention (HHAP) 23,662,855
Affordable Housing Fund 8,000,000
Permanent Local Housing Allocation 10,100,000
Low Income Housing Lease Revenue Fund 834,176
Low- and Moderate-Income Housing Asset Fund (LMIHAF) 250,000
HOME Investment Partnerships-American Rescue Plan 240,342
Emergency Rental Assistance (ERA2) Funding 2,037,427
Total Grant Funding and Other Resources $ 70,511,016
Total Citywide Resources $ 138,537,196

Note: Table is not intended to capture all complementary Homelessness Programs and Services related costs within the City.

General Fund

The Fiscal Year 2025 Adopted Budget includes $68.0 million from the General Fund in the Homelessness
Strategies & Solutions, Police, Economic Development, and Environmental Services Departments for the
following homeless programs and services:

e Homeless Sheltering Programs

e Supportive Services and Navigation Programs

e Coordinated Outreach

e Coordination of City Homelessness Programs and Services

e Homeless Outreach Team in the Police Department

e Encampment & Sidewalk Cleaning through Clean SD

e Eviction Prevention Program in the Economic Development Department

Due to a decrease in grant funding availability in Fiscal Year 2025, an additional $9.9 million is budgeted in
the General Fund for the Homelessness Strategies & Solution Department over the Fiscal Year 2024
Adopted Budget. The increase in General Fund budget will be utilized to support existing programs and
enhancements, including a proposal to add 1,000 new beds to the City's shelter system, and an expansion
of the City's Safe Parking Program for unhoused residents who are temporarily residing in their vehicles.

Homeless Shelters and Services Program

The City of San Diego partners with agencies to operate congregate and non-congregate shelters that serve
individuals experiencing homelessness. These shelters provide meals, restrooms, showers, case
management, housing navigation, and mental health and substance abuse services and referrals.
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In Fiscal Year 2025, the City General Fund will provide $34.2 million to support beds at the following shelters:

e Paul Mirabile Interim Housing Shelter
e Connections Interim Housing Shelter
e Bishops Interim Housing Shelter

e Bridge Shelters for Single Adults

e Safe Haven

e Women's Shelter

e Emergency Harm Reduction Center
e Shelters for Youth

e Winter Weather Shelter

e Non-congregate Shelter for Seniors
e Safe Parking Locations

e Safe Sleeping Locations

e New shelter bed capacity

Supportive Services and Navigation Programs

In addition to these shelter programs, the General Fund will provide $10.0 million to fund Supportive
Services and Navigation Programs. These programs are designed to support unsheltered individuals
through system navigation, connecting clients to housing and other resources, and ensuring the health and
safety of individuals through increased access to restrooms, showers, safe storage for belongings, and daily
needs. These programs include the following:

e Homelessness Response Center
e Day Center for Homeless Adults
e Storage Facilities

e Portable Restroom Facilities

Coordinated Outreach

The City's Coordinated Street Outreach Program uses trained social workers and peer specialists to connect
unsheltered residents with shelter, housing, and supportive services. Street-based case managers practice
"Housing First" principles, working with clients to build individualized plans to move people from
unsheltered conditions into housing. The program takes a coordinated approach to ensuring adequate and
equitable coverage of outreach teams throughout the City and works to identify trends and proactively
respond to critical areas throughout the City. The Coordinated Street Outreach Program includes the San
Diego Housing Commission’s Multidisciplinary Outreach program, Caltrans outreach and street outreach
from bridge shelters.

The Fiscal Year 2025 Adopted Budget includes $3.3 million in the General Fund to support this program in
the Homelessness Strategies & Solutions Department.

Coordination of City Homelessness Programs and Services

The Fiscal Year 2025 Adopted Budget also includes $6.4 million in the Homelessness Strategies & Solutions
Department associated with staff coordination of citywide homelessness programs and services. In Fiscal
Year 2025, the Adopted Budget includes 16.38 FTE positions in the department for total personnel
expenditures of $2.7 million. Also included in this amount are $3.6 million in non-discretionary costs,
including rent leases for non-congregate shelters, information technology services, and utilities for shelter
sites throughout the city. These costs are determined outside of the department’s control and are managed
by provider departments within the City of San Diego.
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Homelessness Outreach Team in Police Department

The Police Department’s Homeless Outreach Team (HOT) uses a community-oriented policing approach to
address the unique needs of the City’'s homeless population. HOT team leaders bring together behavioral
health clinicians from the Psychiatric Emergency Response Team (PERT), public health nurses, and social
workers from the County of San Diego Health and Human Services Agency to provide outreach and
engagement services throughout the City of San Diego, to connect unsheltered individuals with available
services. HOT engages with individuals who may otherwise be subject to enforcement action for violation
of various local ordinances and state statutes. Its approach is a means to connect individuals with services
in a way that avoids contact with the criminal justice system.

The Fiscal Year 2025 Adopted Budget includes $3.7 million from the General Fund to support personnel
and non-personnel expenditures in the San Diego Police Department.

Eviction Prevention Program in the Economic Development Department

The Eviction Prevention Program assists renters with low income in the City of San Diego who are facing
eviction. The program is operated by Legal Aid Society of San Diego through a contract with the San Diego
Housing Commission.

There is $3.0 million in funding in Fiscal Year 2025 for the Eviction Prevention Program, including $1.0
million from the General Fund, and $2.0 million in Emergency Rental Assistance (ERA2) funding, for the
program.

Encampment & Sidewalk Cleaning through Clean SD
The Clean SD Division of the Environmental Services Department (ESD) oversees three programs directly
related to homelessness:

e Encampment Abatements: ESD provides at least 24-hour notice to individuals in homeless
encampments located on public or city-owned property, advising them to relocate and secure their
personal belongings before an abatement occurs. During abatements, waste is removed, and the
area is sanitized. If personal items are found during this process and qualify for storage, an
Impound Notice will be posted detailing the steps for claiming the items. The items will then be
cataloged and stored for at least 90 days and will be available to be reclaimed by the owner.

e Enhanced Hot Spots: ESD provides public right-of-way large waste removal focused specifically on
areas most heavily impacted by waste resulting from homeless encampments.

e Sidewalk Sanitizing, Incidental Biohazardous Waste Removal, and Sidewalk Resets:

e Sidewalk Sanitizing: Sidewalks are sanitized, either proactively or following an encampment
abatement, to reduce the potential presence of pathogens, bacteria, and communicable diseases.

e Incidental Biohazardous Waste Removal: The removal and disposal of incidental biohazardous
waste from the public right-of-way, primarily consisting of human waste and hypodermic needles.

e Sidewalk Resets: Power washing services to remove heavily impacted debris from the sidewalk to
allow the Sidewalk Sanitizing process to be more effective.

The Fiscal Year 2025 Adopted Budget includes 32.00 FTE positions, totaling $3.2 million in personnel
expenditures budget, and an additional $6.2 million in contractual services from the General Fund to
support these programs in ESD.

Grant Funding and Other Resources

In Fiscal Year 2025, the City is anticipated to leverage a total of $70.5 million in grant funding and other
resources to address the immediate emergency needs of individuals and families experiencing
homelessness, or at imminent risk of homelessness. This includes $46.4 million in State and federal grant
funding as well as $16.3 million in other resources identified to support homelessness shelters and services.

-49 - City of San Diego
Fiscal Year 2025 Adopted Budget



Citywide Budget Overview

Community Development Block Grant (CDBG) and Emergency Solutions Grant

Funding
In Fiscal Year 2025, $14.1 million in CDBG funding, and $1.0 million in Emergency Solutions Grant (ESG)
allocations are anticipated to fund homeless programs, services, and projects.

In Fiscal Year 2025, the City Council will be asked to approve a long-term lease for a property to be used as
a shelter for individuals experiencing homelessness (the Hope @ Vine Campus), which could add 1,000
homeless shelter beds to the City's homelessness response system. The proposal, as of August 2024,
includes the use of $10.4 million in CDBG funding to support tenant improvements for the site. If the Hope
@ Vine Campus is not approved, $6.0 million of the $10.4 million will be allocated to the San Diego Housing
Commission’s Affordable Housing Notice of Funding Availability (NOFA), with the remaining $4.4 million
allocated to the City's Fiscal Year 2025 Bridge to Home NOFA. An additional $2.7 million in CDBG CARES Act
grant funding (CDBG-CV) is also proposed for tenant improvements. For additional information about Hope
@ Vine and other proposed sources of funding for this site, please see the Other Resources section below.

An additional $1.0 million in CDBG block grant funding will support the Non-Congregate Shelter for Families,
while $1.0 million in ESG funding will support Rapid Rehousing, Connections Interim Housing Shelter, and
the Paul Mirabile Interim Housing Shelter.

Homeless Housing, Assistance and Prevention (HHAP) Funding

Homeless Housing, Assistance, and Prevention (HHAP) grants are one-time block grants that provide local
jurisdictions in the State of California with funding to support regional coordination and expand or develop
local capacity to address their immediate homelessness challenges. The City of San Diego was previously
awarded approximately $22.5 million in HHAP Round 1 grant funds in 2020; approximately $10.6 million in
Round 2 grant funds in 2021; approximately $27.5 million in Round 3 grant funds in 2022; and
approximately $22.5 million in Round 4 grant funds in 2023. In February 2024, the City of San Diego received
notification of an additional $29.9 million grant allocation for a fifth round of HHAP funding, $19.3 million
of which is projected to be received in Fiscal Year 2025. In Fiscal Year 2025, it is projected that $23.7 million
in HHAP funding will be used to support the following:

Shelters and Services - $18.8 million to support the following programs:

e Bridge Shelter at 16th & Newton

e Bridge Shelter at 17th & Imperial

e Midway Sprung Shelter

e Youth Shelters and Case Management
e Safe Parking program

Coordinated Street Outreach Program
HHAP funding of $2.7 million is designated for the Coordinated Street Outreach program to amplify the
General Fund contribution and ensure adequate and equitable coverage of outreach teams across the City.

Family Reunification Program

The family reunification program seeks to connect homeless individuals with family members and support
systems across the United States. HHAP funding in the amount of $785,000 will continue to support this
program in Fiscal Year 2025.

Rapid Rehousing Program

HHAP programming includes $413,000 allocated to continue rapid rehousing programs currently in effect.
Rapid rehousing provides homeless individuals or individuals at imminent risk of becoming homeless with
identification of housing, short-term rental assistance, and other services.
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Administrative Costs
A total of $1.0 million in costs to administer the HHAP programs are planned for Fiscal Year 2025. These
costs are charged by City staff and staff from the San Diego Housing Commission.

Encampment Resolution Funding (ERF) and Family Homelessness Challenge
Grant (FHCG)

In Fiscal Year 2025, $4.9 million in Encampment Resolution Funding (ERF) grant program allocations are
anticipated to fund homelessness programs, services, and projects. ERF funding will support contracted
outreach teams, rental subsidies and case management, and housing navigation services. Three distinct
programs will be administered through this grant program, including a program initiated in District 3 in
Fiscal Year 2023, and programs initiated in District 7 and District 9 in Fiscal Year 2024.

In Fiscal Year 2025, it is projected that $191,000 in Family Homelessness Challenge Grant (FHCG) funding
will support existing Safe Parking locations.

County of San Diego Domestic Violence Grant Funding, AB 179 Grant Funding

and County of San Diego Capital Grant Funding

In Fiscal Year 2025, it is projected that $1.0 million in Assembly Bill 179 funding and $3.0 million in County
of San Diego Domestic Violence grant funding will be used for startup and operational costs for an
emergency shelter for domestic violence victims.

The County of San Diego Capital Grants total $1.1 million and are anticipated to support the following
shelters: Non-congregate Shelter for Families, Non-congregate Shelter for Seniors, Winter Weather
Shelters, and Rose Canyon Safe Parking Program.

Other Resources

The Fiscal Year 2025 Adopted Budget assumes the use of $8.0 million from the Affordable Housing Fund to
support the City of San Diego Shelters Programs. The funds are anticipated to support the following
programs:

e Serial Inebriate Program

e Bridge Shelter at 16th & Newton
e Bridge Shelter at 17th & Imperial
e Golden Hall

e Women's Shelter

e Family Non-Congregate Shelter

The Fiscal Year 2025 Adopted Budget also assumes the following:

e $5.2 million from the Permanent Local Housing Allocation (PLHA) for the expansion of the Housing
Instability Prevention Program (HIPP). HIPP helps pay rent and other housing-related expenses for
300 families in the City of San Diego with low income and unstable housing situations (e.g., those
facing eviction for nonpayment of rent).

e $834,000 from the Low-Income Housing Lease Revenue Fund will be used on a one-time basis to
support bridge shelter operations.

e $240,000 from the HOME Investment Partnerships Program through the American Rescue Plan Act
(ARPA) will support the Downtown Coordinated Street Outreach Program.
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Hope @ Vine Campus

In Fiscal Year 2025, the City Council will be asked to consider approval of a long-term lease for a property
to be used as a shelter for individuals experiencing homelessness (Hope @ Vine Campus), which could add
1,000 homeless shelter beds to the City's homelessness response system.

The initial site plan and occupancy estimates provided by the Fire Marshal indicate that the building can
accommodate approximately 1,000 beds in a traditional congregate style setting with clients broken into at
least three distinct spaces within the buildings with the availability to serve various populations, if needed,
given the property’s multi-level floorplan. The City anticipates that the property will also have full ADA
accessibility and could accommodate additional uses to ensure full capability and on-site services
mentioned below. The property has the capacity to include approximately 69 indoor restrooms and
showers, an industrial kitchen, an elevator, office and storage space, outdoor recreation space, and space
for laundry facilities and a dining area. The site could also be able to accommodate mobile units used to
provide medical, dental, and veterinary care or flexible “office” space that can be included in the final design
to ensure shelter clients have regular onsite access to these types of services.

As of August 2024, the site is proposed to undergo tenant improvements, constructed by the landlord and
paid by the City, prior to occupation in an amount of approximately $18.7 million. In addition, the landlord
is anticipated to contribute $5.0 million to be used at the City's discretion, including rent, tenant
improvements, utilities, operations, repair, and maintenance.

In Fiscal Year 2025, $18.7 million is anticipated to be used for tenant improvements, including:

e $10.4 million from FY 2025 Community Development Block Grant (CDBG) and program income
e $4.9 million from the Permanent Local Housing Allocation (PLHA)

e $2.7 million from the Community Development Block Grant CARES Act (CDBG-CV)

e $400,000 from General Fund Contributions to the CIP

e $250,000 from the Low- and Moderate-Income Housing Asset Fund (LMIHAF)

Additionally, $1.9 million from the General Fund is budgeted for operating costs, lease operating costs and
one-time startup costs for Hope @ Vine. The City Council is expected to review the Hope @ Vine project and
proposed lease terms in September 2024.

Implementation of the Climate Action Plan

On August 2, 2022, the City Council adopted the 2022 Climate Action Plan (CAP), setting a new community-
wide goal of net-zero emissions by 2035, committing San Diego to an accelerated trajectory for greenhouse
gas reductions. Achieving net-zero emissions will improve the air we breathe, the communities we live in,
and our overall quality of life. The CAP identifies six (6) equity-focused strategies to achieve a goal of net
zero emissions by 2035 by reducing and avoiding GHG emissions:

e Strategy 1: Decarbonization of the Built Environment

e Strategy 2: Access to Clean and Renewable Energy

e Strategy 3: Mobility and Land Use

e Strategy 4: Circular Economy and Clean Communities

e Strategy 5: Resilient Infrastructure and Healthy Ecosystems
e Strategy 6: Emerging Climate Actions

Staff developed an Implementation Plan that provided further information on funding needs, performance
metrics, time frame, and implementation pathways. Staff released a draft Implementation Plan and
Implementation Cost Analysis (ICA) in February 2024. The final versions of the Implementation Plan and ICA
can be found here: https://www.sandiego.gov/sustainability-mobility/climate-action/cap

-52- City of San Diego
Fiscal Year 2025 Adopted Budget


https://www.sandiego.gov/sustainability-mobility/climate-action/cap

Citywide Budget Overview

Over the next five years of implementation of the CAP, City staff will report on progress to City Council and
the public through annual progress reports and comprehensive GHG emissions inventories at least every
two years, depending on data availability. Additionally, in response to the 2020 CAP audit, staff have
prepared an Administrative Regulation (AR) to establish annual department-level work plans for the
implementation of the CAP with established responsibilities for overall CAP implementation. Work plans
have been developed and can be found at the following link:
https://www.sandiego.gov/sustainability-mobility/climate-action/cap

The City will accelerate the adoption of electric vehicles, incentivize employees to work remotely, and
encourage the use of alternative modes of transportation. The City has successfully shifted 99 percent of
city accounts to 100 percent clean energy through San Diego Community Power and anticipates that the
remaining accounts will transition over the course of Fiscal Year 2025.

Principles of sustainability, and projects that reduce GHG emissions or improve the City’s economic, social,
or environmental sustainability are woven throughout many departments and functions within City
operations. However, the City budget is structured by functional departments rather than by sector or
initiatives. Because the efforts that support the CAP cross many departments and are embedded in many
different projects and initiatives, the CAP Implementation Budget Summary presented here highlights new
funding which is requested through the City's official budget process to support the various strategic areas
of the CAP, to facilitate a discussion about implementation of the CAP. Of note, throughout the year there
are other funding sources (e.g., Departments’ existing operating budgets and grants) or budget
adjustments that are not captured in this report but do assist in achieving the City’s CAP goals.

San Diego's CAP is considered a national model. The City is breaking new ground in policies, programs, and
methodologies to implement the plan. As a national leader, techniques for implementing evolve and
improve over time as processes are established, metrics are created or enhanced, and annual monitoring
begins. The Fiscal Year 2025 Adopted Budget demonstrates that the City remains committed to keeping the
economic, social, and environmental principles of sustainability at the forefront of decision-making.

Progress Towards Achieving Climate Action Plan Goals

Figure 3 - Citywide Greenhouse Emissions Inventory and Projections shows the most recent citywide
GHG inventory. The total GHG emissions from San Diego in 2021 were approximately 9.6 million metric
tons CO2e (MMT CO2e), a 25 percent decrease from 2010. Reductions in GHG emissions from electricity
consumption, transportation, solid waste, and water use offset some increases seen from natural gas
consumption and wastewater production year-over-year. The budget analysis incorporated below was
developed using the strategies and actions from the 2022 CAP.

Figure 3 - Citywide Greenhouse Emissions Inventory and Projections
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Summary of Climate Action Plan Adopted Budget

Table 9 - CAP Budget Changes Across City Departments is a summary of investments across City
departments in Fiscal Year 2025 that support the six strategic areas of the CAP. The investment amounts
represent new resources included in the Fiscal Year 2025 Adopted Budget. These changes are added to
existing CAP investments in the departments’ continuing appropriations. CAP-related budget changes
included in the Fiscal Year 2025 Adopted Budget total $830.8 million and include operating and capital
expenditure budgets.

Table 9 - CAP Budget Changes Across City Departments

Adopted Bud

Strategy Direct Indirect Total
Overarching Implementation $1,643,981 $  (86,563)% 1,557,418
Strategy 1 - Decarbonization of the Built Environment 5,495,857 978,036 6,473,893
Strategy 2 - Access to Clean & Renewable Energy 1,700,945 (783,449) 917,496
Strategy 3 - Mobility & Land Use 72,017,359 15,005,472 87,022,831
Strategy 4 - Circular Economy & Clean Communities 11,372,303 18,602,338 29,974,641
Strategy 5 - Resilient Infrastructure and Healthy Ecosystems 164,187,260 540,668,988 704,856,248
Strategy 6 - Emerging Climate Actions .

Total $256,417,705 $574,384,821 $830,802,526

This budget analysis identifies both direct and indirect CAP efforts. Direct CAP efforts are explicitly identified
as actions in the CAP (e.g., landfill gas capture) or directly support the CAP GHG reduction goals (e.g.,
increasing sidewalks or bikeways to increase walking or biking). Indirect CAP efforts are not explicitly
referenced in the CAP or only partially support the CAP through climate change efforts (e.g., funding for
pump station or sewer pipe repairs that will indirectly impact water facilities). Figure 4 - Climate Action
Plan Adopted Budget Changes by Strategy represents these investments by each CAP strategy.

Figure 4 - Climate Action Plan Adopted Budget Changes by Strategy’
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Vision Zero

The City remains committed to Vision Zero efforts to eliminate all traffic fatalities and severe injuries in San
Diego.

In the Fiscal Year 2025 Adopted Budget, $43.6 million is being allocated to implement the City's Vision Zero
goals, including $13.4 million for bicycle facilities, $100,000 for guard rails, $10.7 million for sidewalks, $2.1
million for streetlights, $1.2 million for traffic calming measures, $10.2 million for traffic signals, $391,543
for median installation, $4.9 million for bridges, and $550,000 for street and road modifications. Table 10
- Vision Zero Projects displays the allocation of funds to applicable Vision Zero projects.

Table 10 - Vision Zero Projects
Vision Zero Project Type/Grouping Project ID FY 2025 Adopted

Budget

Bicycle Facilities
Bike Racks Citywide O&M 50,000
Bike Striping Citywide O&M 400,000
Safe & Sustainable Transportation All Ages & Abilities Team (STAAT) O&M 1,100,000
Bicycle Facilities IAIA00001 272,840
ACC Sewer Group 851 (BL) B23089 51,000
Balboa Park Pipeline Repl (BL) B23017 101,995
Lake Murray Improv 2 (BL) B24000 50,000
South Mission Beach SD Replacement (BL) B23088 12,543
University City Improv 1 (BL) B22105 57,302
Coastal Rail Trail S00951 50,000
Normal Street Promenade 522012 6,429,550
Palm Avenue Interstate 805 Interchange S00869 5,109,531
Bicycle Facilities Total 13,411,921
Guard Rails
Guard Rails IAIE00002 100,000
Torrey Pines Rd, Prospect-Coast Walk GR B19056 100,000
Guard Rails Total 100,000
Sidewalks
New Walkways IAIK00001 2,295,105
70th-Alvarado to Saranac-Sidewalk B17065 60,000
ADA Mid-City MS TSW-1 B18054 98,000
ADA S/W Group 3E W Point Loma B16100 3,000
New Sidewalk in CD4 B22089 240,000
North Park Mini Park Ped Improvements B17102 676,575
Saturn Blvd Sidewalk Installation B24109 542,246
Sea World Dr Sidewalk B20059 350,000
Wabaska-Voltaire St to Tennyson Sidewalks B19030 325,284
Sidewalk Repair and Reconstruction IAIKO0003 3,865,812
Sidewalk Replacement Group 1902-CM B19013 1,475,000
Sidewalk Replacement Group 2330 B23091 1,121,906
Sidewalk Replacement Group 2331 B23092 1,268,906
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Vision Zero Project Type/Grouping Project ID FY 2025 Adopted
Budget
Streamview Drive Improvements Phase 2 518000 4,582,760
Sidewalks Total $ 10,743,677,
Street Lights
Installation of City Owned Street Lights /AIH00001 $ 1,931,200
Citywide Street Lights 1950 B19125 47,600
Citywide Street Lights Group 1601 B16007 42,000
Citywide Street Lights Group 1801 B18012 137,000
Installation of City Owned SL 2201 (NSG) B22149 672,000
Streetlight Installations in CD4 B23127 360,500
Streetlight Installations in CD7 B23128 172,300
Streetlight Installations in CD8 B23129 349,800
Streetlights in UTC New 150,000
Street Light Circuit Upgrades IAIH00002 $ 150,000
Abbot Street Series Circuit B17145 22,000
Pacific Beach 1 SL Series Circuit Conversion B16119 128,000
Street Lights Total $ 2,081,200
Signals - Calming/Speed Abatement
Traffic Calming A1L00001 $ 1,208,745
Garnet & Everts Curb Extension B19041 25,000
Gompers Prep 47t St Safety Enhancements B23146 675,000
Kettner Boulevard & Palm Street Hybrid Beacon B18046 156,045
Osler Street Traffic Calming B23147 206,700
Rectangular Rapid Flash Beacons GRP 2001 B20093 146,000
Signals - Calming/Speed Abatement Total $ 1,208,745
Traffic Signals
Traffic Signal Modification O&M 300,000
Install Traffic Signal Interconnect System AIL00002 $ 1,190,000
Montezuma Road Communications Upgrade B17130 190,000
Transportation Management Center B24058 1,000,000
Traffic Signals -- Citywide AIL00004 $ 3,728,894
31st & Market St School Traffic Signal B15014 270,100
31st @ National Ave Traffic Signal B17019 417,360
47th St & Hartley St HAWK B23145 488,100
Aquarius Camino Ruiz Traffic Signal B19057 92,794
Beyer Bl @ Smythe Abe Traffic Signal B14015 912,582
Center City Traffic Signals-15th Street B22111 1,000,000
Center City Traffic Signals-17th Street B22112 170,619
El Cajon Blvd HAWKS (VZ) B22000 89,339
Mississippi St @ El Cajon Blvd Traffic Signal B20140 288,000
Traffic Signals Modification AILO0005 $ 4,959,542
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Vision Zero Project Type/Grouping Project ID FY 2025 Adopted
Budget
32nd St & Market St Intersection Upgrade B23076 520,030
Front & Washington TS Modification B22101 110,000
Linda Vista & Comstock Intersection Upgrade B23030 531,200
Pacific Hwy & W Palm St Signal Mod B13008 114,999
Palm (I-5 to Georgia St) Traffic Sig Mod (VZ) B21120 711,200
Signal Mods in Barrio Logan B13010 1,069,517
Traffic Signal Mods Grp 19-01 B19069 709,496
Traffic Signal Mods Grp 20-01 B20075 620,000
Traffic Signal Upgrades Citywide FY14 B14048 51,500
TS Mod at First Ave & Market St B24119 521,600
Traffic Signals Total $ 10,178,436,
Medians
Median Installation IAIG00001 $ 391,543
6th Ave @ Juniper St Roundabout B20142 137,416
Camino Del Rio West & Moore St Median B19049 57,857
Foothill Blvd & Loring St Roundabout B18008 196,270
Medians Total $ 391,543
Bridges
El Camino Real to Via De LaValle (1/2 mile) S00856 4,249,635
W Mission Bay Dr Bridge Over SD River S00871 688,396
Bridges Total $ 4,938,031
Street and Road Modifications
Market Street-47th to Euclid-Complete Street 516061 50,000
University Ave Mobility S00915 500,000
Street Road Modifications Total $ 550,000
Total Vision Zero Projects $ 43,603,553

Compensatory Wetland Mitigation

The Stormwater Department oversees the repair, maintenance, and replacement of the City's stormwater
system, which requires a comprehensive set of environmental protocols, mitigation measures, and permits.
The Fiscal Year 2025 Budget includes $6.8 million in the Environmental Growth Fund to support
compensatory wetland mitigation.

Stormwater facilities can support sensitive habitats that can be negatively impacted by maintenance
activities. Local, State, and federal regulatory permits are typically required to perform maintenance. The
following three projects have been developed over several years and are planned for construction in Fiscal
Year 2025. These projects will provide the required compensatory wetland mitigation for past channel
maintenance impacts and allow for future and emergency maintenance to occur within the City's
stormwater facilities:

e $1.8 million for El Cuervo Del Sur Phase Il Wetland Mitigation Site
e $1.6 million for Otay Reed Mitigation Site
e $3.4 million for Hollister Quarry Mitigation Site
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Updates to Council Policy 100-03 Transient Occupancy Tax

Transient Occupancy Tax (TOT) is levied at 10.5 cents per dollar on taxable rent for a transient's stay of less
than one month. The use of TOT is guided by the City's Municipal Code (SDMC) Section 35.0128(b), which
stipulates that of the 10.5 cents of collected TOT, 5.5 cents is to be applied toward general government
purposes, 4.0 cents towards promoting the City as a tourist destination, and the remaining 1.0 cent towards
any purposes approved by the City Council.

In December 2023, the Council Policy on Transient Occupancy Tax (Council Policy 100-03) was updated to
establish a legislative process for the City Council to recommend the use of the 1.0 percent of the TOT,
which is commonly referred to as the 1.0 cent Council discretionary allocation. The updated policy requests
that the Mayor and Department of Finance, as part of the Proposed Budget, provide the Council with a
report on the proposed use of the 1.0 cent of the 10.5 cents of TOT, within the annual budget as it relates
to meeting the Council's stated goals for the use of this funding source in the budget priorities resolution.
For Fiscal Year 2025, the City Council's recommendation, per the budget priorities approved in February
2024, was to allocate a 6.5% of total TOT revenue for Arts, Culture, and Community Festivals.

As requested in the Council Policy, this section provides a report on the proposed use of the 1.0 cent of the
10.5 cents of TOT, as it relates to meeting the Council’s stated goals for the use of this funding source in the
budget priorities resolution. The entirety of the 1.0 cent Council discretionary allocation was proposed to
be transferred into the General Fund for general government purposes. The Fiscal Year 2025 Proposed
Budget included reductions in departments to help balance the budget and allocating the entirety of the
1.0 cent Council discretionary allocation to the General Fund for general government purposes (including
public safety, homelessness services, and infrastructure operations and maintenance) helps reduce the
need for additional cuts to operations which would negatively impact service levels for City residents.

Although the 1.0 cent Council discretionary allocation was not proposed to support Arts, Culture, and
Community Festivals, the Fiscal Year 2025 Adopted Budget for Special Promotional Programs includes $16.1
million for Arts-related programming funded through the 4.0 cents of TOT, including: $10.2 million for
Organizational Support; $2.0 million for Creative Communities San Diego; $500,000 for the Impact Program;
$85,000 for the Public Art Fund allocation; $450,000 for Arts, Culture, and Community Festivals funding;
and $2.9 million for the Cultural Affairs Department, including an allocation to support World Design Capital
2024 programming.

Mitigation Actions

City staff completed a comprehensive review to develop mitigation actions to address the baseline revenue
shortfall and fund the critical expenditures mentioned above. The Fiscal Year 2025 Adopted Budget
includes the use of fund balance in excess of General Fund reserves (excess equity), and fund balances
from special revenue and internal service funds.

One-Time Resources
Below are additional details regarding one-time resources above $1.0 million used as mitigation actions to
address the baseline revenue shortfall and fund critical expenditures:

o $84.4 million in projected FY 2024 fund balance in excess of reserves, or excess equity.

e $22.4 million associated with waiving the Fiscal Year 2025 General Fund reserve contribution.

e $20.3 million associated with the use of the Infrastructure Fund to support eligible General Fund
expenditures.

e $11.3 million in resources, including the Affordable Housing Fund, Permanent Local Housing
Allocation, Low Income Lease Revenue Fund, and HOME-American Rescue Plan Act funding to
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support various homelessness programs and services.

e $8.5 million associated with waiving the Climate Equity Fund contribution.

e $6.3 million in Short-Term Residential Occupancy licensing fees.

e $6.2 million in Employ and Empower grant revenue.

e $6.1 million in fund balance from the Fire/Emergency Medical Services Transportation Fund.

e $5.8 million from the sale of Tailgate Park and the recommendation to waive the transfer to the
Bridge to Home Program.

e $5.8 million from the use of fund balance from the Civil Penalties Fund.

e $5.8 million from the use of fund balance of Internal Service Funds, including the various
Department of Information Technology funds, the Central Stores Fund, and the Energy
Conservation Program Fund.

e $5.5 million from the use of the Energy Independence Fund's fund balance and recommendation
to waive the franchise fee transfer.

e $5.0 million in use of TOT fund balance to support eligible General Fund reimbursements.

e $4.5 million associated with the Executive Approval to Hire process, which is anticipated to run
through December 2024.

e $4.3 million in revenue from the Sycamore Facility Franchise Fee.

e $3.9 million in use of fund balance in the Environmental Growth Funds to reimburse eligible Parks
and Recreation expenditures.

e $3.3 million from a transaction fee related to the sale of Hilton La Jolla Torrey Pines

e $2.3 million in TransNet reimbursements.

e $2.3 million in various grant reimbursements.

e $2.1 million General Fund discount on Refuse Disposal fees.

e $1.6 million associated with Budgeted Personnel Expenditure Savings for new positions.

e $1.4 million in fund balance from the Concourse and Parking Garages Operating Fund.

e $1.3 million in COVID-19 FEMA Reimbursements.

e $1.0 million associated with delaying the Workers' Compensation Reserve contribution