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FY 2024 City Council Budget Priorities
OVERVIEW

Per the City Charter, the first step for the City Council in the City’s annual budget process is the
development of the annual Budget Priorities Resolution. This annual resolution has been approved
by the City Council each year since 2006, and its development is included in the FY 2024 Budget
Development and FY 2023 Budget Monitoring Key Dates(“Key Dates’’), which was reviewed by
the Budget and Government Efficiency Committee and forwarded to the City Council for approval
on September 14, 2022. The Key Dates will be brought to the City Council for approval in the next
several weeks.

On September 2, 2022, Budget and Government Efficiency Committee Chair Chris Cate issued a
memorandum requesting that all Councilmembers submit their budget priorities for the FY 2024
Budget to the Office of the Independent Budget Analyst (IBA) by September 30, 2022. All nine
Council Districts submitted their priorities, and those memoranda are attached to this report.

As in prior years, the FY 2024 Budget Priorities Resolution is compiled from the individual Coun-
cilmember memoranda that outline their budget priorities for the upcoming fiscal year. All Coun-
cilmember priorities were reviewed, and those receiving majority support are summarized in this
report.

The Budget and Government Efficiency Committee will review and discuss the budget priorities
highlighted in this report on October 19, 2022. The Committee may make modifications to the
priorities before forwarding them the City Council. The Council may make further changes and
will formally adopt the FY 2024 Budget Priorities Resolution at the October 31, 2022 City Council
meeting. Following City Council adoption, the Resolution will then be submitted to the Mayor for
consideration in the development of the FY 2024 Proposed Budget.

This is the first Budget Priorities Resolution that has been prepared during September and October,
which reflects action taken by the City Council on June 27, 2022 to accelerate development of
Council’s budget priorities in order to amplify their impact on the development of the Mayor’s
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Proposed Budget. In the past, the Budget Priorities Resolution had been adopted by Council in
February of each year, at which time a significant portion of the Mayor’s Proposed Budget was
already determined. Submitting the Budget Priorities Resolution earlier than in prior years is in-
tended to better position Councilmember priorities for consideration in the Mayor’s Proposed
Budget. Council will also have the opportunity to update their budget priorities in January 2023.

FISCAL/POLICY DISCUSSION

This report identifies and discusses the highest priority fiscal and policy items that received support
in a majority (five or more) of Councilmember memoranda. We have grouped them into three
major areas: operating budget priorities, infrastructure budget priorities, and budget resource and
mitigation priorities. Within those areas, we further grouped most priorities into categories, as
discussed below.

City Council Operating Budget Priorities

For the FY 2024 operating budget, the items receiving support from a majority of Councilmembers
have been grouped into the following categories. There are specific activities and programs within
these categories that are further discussed in more detail in this report.

Homelessness and Housing
Environment and Climate Action
Public Safety

Neighborhood Services

Youth Services

Arts and Culture

Other Priorities

City Council Infrastructure Budget Priorities
A number of infrastructure needs were further listed as FY 2024 budget priorities by a majority of
Councilmembers. These are also discussed later in this report.

Transportation and Mobility Safety
Streets

Sidewalks

Facilities

Stormwater

Americans with Disabilities Act (ADA)
Security-Related Infrastructure

City Council Budget Resource and Mitigation Priorities

In the final section of our report, we provide background context for two potential financial re-
sources which were supported by several Councilmembers, including use of American Rescue
Plan Act (ARPA) funds and use of Excess Equity or General Fund Reserve dollars. Estimates for
these resources will be refined as the budget process moves forward.




Since the FY 2024 budget process is just beginning, there will be more in-depth discussions about
revenues and resources as the budget process evolves. City staff and our Office will continue to
monitor various potential resources and potential grant opportunities for certain types of infra-
structure projects, as will be noted in the last section of this report.

City Council Operating Budget Priorities

This section discusses all FY 2024 operating budget priorities mentioned by a majority of Coun-

cilmembers.

Homelessness and Housing

All nine Councilmembers expressed support for a
variety of homelessness and housing-related ser-
vices and programs. A majority of Councilmem-
bers specifically supported the San Diego (Neil
Good) Day Center, homeless shelters tailored to
LGBTQ+ and senior populations, homelessness
outreach, rental assistance, affordable housing, and
eviction prevention services, which are discussed
below.

e San Diego (Neil Good) Day Center

Eight Councilmembers prioritized funding
for the San Diego (Neil Good) Day Center
to prevent a potential reduction in center
services. The center provides unhoused in-
dividuals with basic services needed
through the day, such as restrooms, laundry,
storage, and mail services. Seven Coun-
cilmembers supported additional funding
for facility repairs and improvements. Sev-
eral Councilmembers requested $850,000
for continued operations, and up to approx-
imately $133,000 for facility changes.

* Rental Assistance - Housing Stability
Fund
Eight Councilmembers included general
support for continuing rental assistance ef-
forts in their memoranda. Seven Coun-
cilmembers specifically requested addi-

Operating Budget Priorities

e Homeless and Housing
- San Diego (Neil Good) Day Center
- Rental Assistance — Housing Stability
Fund
- Homeless Shelters for LGBTQ+ and
Senior Populations
- Homelessness Outreach
- Affordable Housing
- Eviction Prevention Program
¢ Environment and Climate Action
- Climate Action Plan Implementation
- Urban Forestry Program
- Climate Equity Fund
- Bicycle Master Plan
o Public Safety
- Lifeguards
- Security Measures
e Neighborhood Services
- Brush and Weed Abatement
- Library Support
- Code Enforcement — Development Ser-
vices Department
e Youth Services
- Childcare Facilities/Facilities Assess-
ments
- Youth Services Librarians
o Arts and Culture
e Other Priorities
- Human Capital and Employee Com-
pensation
- Office of the City Auditor
- Office of Labor Standards and En-
forcement

tional funding for the Housing Instability Prevention Program, which provides rental as-
sistance and is funded through the Housing Stability Fund. The Housing Stability Fund
was first funded in FY 2023 ($3.6 million). The program provides $500 each month for up
to two years to individuals with low income and unstable housing conditions. Payments
can be used to assist with rent and other housing-related expenses. Up to $15 million was
requested for this program.



Homeless Shelters for LGBTQ+ and Senior Populations

There was broad support for homeless shelters in general. Seven Councilmembers ex-
pressed support for homeless shelters that are tailored to certain populations. Specifically,
all seven Councilmembers discussed funding for shelter beds and wrap-around services for
LGBTQ+ youth, which were initially funded in FY 2023 ($1.5 million). Additionally, five
Councilmembers supported either offering senior-only shelter or reconfiguring existing
shelters to be more suitable for homeless seniors, along with related services. Several
Councilmembers requested up to $2 million annually for LGBTQ+ youth shelter beds and
services, and up to $500,000 for the reconfiguration of existing shelters to better accom-
modate seniors.

Homelessness Outreach

Seven Councilmembers supported continued funding for various homelessness outreach
initiatives. Several Councilmembers specifically requested expansion of outreach services
and continued funding for the Coordinated Street Outreach Program, initially funded in FY
2021 ($1.5 million), and the Multidisciplinary Outreach Team, funded in FY 2023
($500,000). Two Councilmembers also emphasized shifting towards more provider-based
homelessness outreach and away from outreach performed by the San Diego Police De-
partment.

Affordable Housing

Six Councilmembers expressed support for the creation and preservation of affordable
housing. Support varied from ensuring the City is fully leveraging local, state, and federal
resources to proposing new strategies and funding for affordable housing (as an example,
one memorandum considered dedicating a portion of General Fund residual Redevelop-
ment Property Tax Trust Fund (RPTTF) revenue to affordable housing, though it should
be noted this particular approach would restrict currently unrestricted General Fund re-
sources to this purpose).

Eviction Prevention Program

Five Councilmembers requested continued funding for the Eviction Prevention Program,
which provides education and legal services for low-income renters facing eviction. The
program was initially funded in FY 2022 ($5 million) in response to the expiration of
statewide pandemic-related eviction protections. The program is set to end by August 2023.
Two Councilmembers specifically requested $1.5 million to extend the program into FY
2024.

Environment and Climate Action

A total of eight Councilmembers expressed a desire to either maintain or enhance funding for items
related to various climate initiatives within the City, including Climate Action Plan Implementa-
tion, the Bicycle Master Plan Update, and other initiatives. Specific items which received support
from a majority of Councilmembers are discussed below.

Climate Action Plan Implementation
Seven Councilmembers who discussed the Climate Action Plan (CAP) in their memos ex-
pressed support for maintaining or enhancing budgeted resources for the development and



implementation of Climate Action Plan 2.0. With adoption of the updated CAP, City staff
is currently working on developing an overarching Implementation Plan for CAP 2.0,
based on the recommendation of the City Auditor. Specific support from Councilmembers
ranged from resources and funding for the development of the Implementation Plan and
subsequent departmental work plans, to funding follow-on activities that these plans might
identify in FY 2024.

e Urban Forestry Program
Seven Councilmembers expressed support for both maintaining existing resources as well
as increasing the service levels of the Urban Forestry Program, which maintains and de-
velops the City’s tree canopy within the City right-of-way. In particular, six Councilmem-
bers prioritized the enhancement of funding for tree planting, including any planting that
will help the City achieve the CAP 2.0 goal of 35% tree canopy cover by 2035.

e Climate Equity Fund
Five Councilmembers supported the continued funding of the Climate Equity Fund for FY
2024, with three Councilmembers also expressing a desire to increase the funding by
roughly $10 million above the $5.4 million allocated from the General Fund in FY 2023.
The FY 2023 allocation was in line with the policy of allocating 10% of projected gas and
electric franchise fees. Some of these offices also noted that this funding should be used to
fund other required priorities, mainly infrastructure priorities within communities of con-
cern, that will be covered later in this report. The amounts noted in this section do not
include the $2.0 million per year allotment from SDG&E for the new franchise agreements.

e Bicycle Master Plan
Five Councilmembers called for funding of an updated Bicycle Master Plan. This plan has
not been updated since 2013. Staff with the Sustainability and Mobility Department intend
to begin the update process for this plan towards the end of FY 2023 and have already
begun to seek grant funding that would assist in the update of this plan during FY 2024.

Public Safety

Councilmembers expressed unanimous support for public safety, with two specific programs sup-
ported by a majority of Councilmembers:

e Lifeguards
Eight Councilmembers requested additional resources for the Lifeguard Division in FY
2024. The specific increases that received majority support include:

- Sworn lifeguard position increases, including 1.00 Lifeguard II at La Jolla Shores;
2.00 Lifeguard IT’s to serve as Oceanfront Relief Lifeguards intended to cover daily
vacancies thereby reducing overtime use; and 1.00 Administrative Lifeguard Ser-
geant to serve as the Lifeguard Division's hiring, recruitment, and onboarding su-
pervisor



- $400,000 in various Non-Personnel Expenditures including the purchase of rescue
watercraft, ATVs, UTVs, vessel repair and replacement, facility maintenance, res-
cue equipment, medical supplies, station supplies, furniture, specialty team equip-
ment, and personal protective gear

- Funding for the Lifeguard Division’s biannual Advanced Lifeguard Academy

Security Measures

Seven Councilmembers raised the need for additional security services and measures, in-
cluding at parks and recreation facilities, as well as for homeless shelters, lifeguard towers,
and Civic Center Plaza.

Neighborhood Services

All nine Councilmembers expressed support for neighborhood services, with three programs sup-
ported by a majority of Councilmembers:

Brush and Weed Abatement (unanimous)

All nine Councilmembers prioritized the continued funding of brush and weed abatement
services within the City budget. This includes both open space brush abatement conducted
by the Parks & Recreation Department as well as weed abatement within the right-of-way
conducted by the Transportation Department. While the FY 2023 Adopted Budget main-
tained funding for these services at previous service levels, both activities have been pro-
posed for reductions in recent years, and Council has continuously restored funding for
these activities when adopting final City Budgets.

Library Support

Eight Councilmembers expressed general support for increasing the Library Department’s
operating budget in FY 2024. The specific increases that received majority support include:
(1) $250,000 for library materials; (2) $500,000 for library maintenance; and (3) $200,000
to increase the annual amount available for the City to match library donations from $1.2
million to $1.4 million. In addition to this, Councilmembers supported the addition of full-
time Youth Service Librarian staffing at each library location, which is discussed below
under “Youth Services”.

Code Enforcement — Development Services Department

Five Councilmembers prioritized support for increasing staffing in the Development Ser-
vices Department for code enforcement. Some specific requests include providing staff
support to ensure proper enforcement of the short-term vacation rental ordinance and pri-
oritizing code compliance in underserved communities.

Youth Services

Seven Councilmembers expressed support for youth programs, with two specific programs sup-
ported by a majority of Councilmembers:



Childcare Facilities/Facilities Assessments

Five Councilmembers spoke to addressing childcare needs for families in their budget pri-
orities. Support included conducting childcare facilities assessments at City-owned sites
and preparing “shovel ready” sites to compete for grant funding. Three Councilmembers
requested applying for federal or State grant funding to fund facilities development or fa-
cilities assessment. We note that voters will decide in November 2022 whether to allow
childcare as an authorized use at existing Parks and Recreation facilities located on City’s
parklands (Measure H). These facilities will need to be assessed to determine whether they
meet State guidelines or other requirements for childcare facility operations.

Youth Services Librarians

Five Councilmembers supported additional Youth Service Librarians staffing to ensure
each library location has a full-time librarian dedicated to providing youth, family, and teen
services. Currently, all but seven branch locations have a full-time Youth Service Librar-
ian.

Arts and Culture

Eight Councilmembers expressed support for increasing overall funding for arts and cultural pro-
grams in the City. While proposed funding levels varied, several Councilmembers suggested a FY
2024 funding level equal to 7% of Citywide Transient Occupancy Tax (TOT), with the ultimate
goal of fully achieving the Penny for the Arts Blueprint goal of 9.52% of TOT (equal to 1 cent of
the City’s 10.5 cent TOT rate) within three years (FY 2026).

Other Priorities

The following priorities were also supported by a majority of Councilmembers.

Human Capital and Employee Compensation

Eight Councilmembers spoke to addressing vacancies, recruitment, and retention issues in
their budget priorities. Most Councilmembers supported offering competitive salaries to
City workers to enhance the City’s ability to recruit and retain its workforce. Several Coun-
cilmembers expressed support for cost-of-living adjustments or other wage increases. Ad-
ditionally, several Councilmembers are supportive of expediting the City’s hiring process
to fill vacancies across City departments, including three Councilmembers who requested
allocating funding to accelerate the hiring process.

Office of the City Auditor

Seven Councilmembers expressed support for additional funding for the Office of the City
Auditor. Recently, the City Auditor’s Office conducted a survey that found audit staff sal-
aries are significantly lower than comparable organizations in other cities, as well as other
offices within the City. The City Auditor attributed challenges attracting and retaining qual-
ified audit staff to the lack of competitive salaries. As a result of these concerns, on Sep-
tember 15, 2022, the City Auditor submitted a budget request to the City Council request-
ing funding to provide an average 15% salary increase for staff ($370,000). Additionally,
the City Auditor requested 3.00 new FTE positions to support the Office ($490,000), in-
cluding 2.00 FTEs for Performance Auditors and 1.00 FTE for an administrative position.



Four Councilmembers supported the entirety of the City Auditor’s request, and three Coun-
cilmembers expressed support to varying degrees.

Office of Labor Standards and Enforcement

Six Councilmembers supported staffing and resources for the Office of Labor Standards
and Enforcement (OLSE). Positions prioritized include staff attorneys, field investigators,
and community outreach representatives to expand OLSE’s capacity to enforce labor laws
and educate workers of their rights. Two Councilmembers noted the additional attorney
staffing would be in the City Attorney’s Office. Funding to support community-based and
worker-centered outreach was also supported.

City Council Infrastructure Budqget Priorities

This section discusses FY 2024 infrastructure-related budget priorities that were included in a ma-
jority of Councilmember memoranda, including both public works projects funded in the Capital
Improvements Program (CIP) budget and maintenance or repairs funded in the operating budget.
All nine Council members were unanimous in prioritizing transportation and mobility safety,
streets, sidewalks, as well as Library and Fire-Rescue facilities.

Transportation and Mobility Safety

Transportation and mobility safety was raised unani-
mously by Councilmembers as a budget priority

based on goals for the City’s Vision Zero Program to - Traffic Calming
eliminate all severe injuries and traffic-related fatali- - Traffic Signals
ties, and the Complete Streets approach for an acces- — Streetlights

sible multimodal transportation system. Specific as-
pects of this category are discussed below. Note, four
Councilmembers budget priority memoranda priori-

tized completing the Mobility Master Plan and Action - Library
Plan to ensure implementation of these goals. - Parks & Recreation
- Police

Infrastructure Budget Priorities

e Transportation & Mobility Safety
- Pedestrian & Bicycle Safety

o Streets
o Sidewalks
e Facilities
- Fire-Rescue

e Stormwater
e Americans with Disabilities Act
o Security-Related Infrastructure

Pedestrian and Bicycle Safety (unanimous)
Nine Councilmember budget priority memo-
randa included requests for various pedestrian
and bicycle safety measures and continued
implementation of Vision Zero. This includes improving crosswalk safety, adding round-
abouts, and funding a study to assess lowering speed limits in Vision Zero corridors to
implement Assembly Bill (AB) 43.! Additionally, Councilmember budget priority memo-
randa unanimously raised providing additional bicycling facilities and protected bicycle
paths, lanes, and corrals/racks as well as increasing bikeway maintenance to improve bi-
cycle access and promote safety efforts. Four Councilmembers prioritized funding for the
Safe and Sustainable Transportation for All Ages and Abilities Team (STAT) to build ad-
ditional miles of bikeways and continue the City’s effort to make bicycle safety improve-

' AB 43, signed into law on October 8, 2021, provides local governments new authority to reduce speed limits on
many roads.



ments. Five Councilmember budget priority memoranda also included updating the Bicy-
cle Master Plan, which was last revised in 2013, to reflect current engineering standards
and bike lane classifications.

e Traffic Calming (unanimous)

All nine Councilmembers included requests in their budget priority memoranda for traffic
calming measures to reduce the speed of traffic at various locations, which reduces accident
severity when collisions occur. Traffic calming measures include speed humps; rounda-
bouts (which have the added benefit of lowering greenhouse gas emissions from less stop-
ping and starting); audible pedestrian signals; lead pedestrian interval blank out signs;
count-down timers; flashing beacons; and V-calm signs that post the speed of passing ve-
hicles.

e Traffic Signals
Eight Councilmembers raised the need for new, modified, and optimized traffic signals to
improve safety and enhance traffic flow, which reduces travel time.

e Streetlights
Eight Councilmembers prioritized the need to repair, upgrade, and install streetlight infra-
structure to ensure traffic visibility and the safety and security of residents and pedestrians.
Several Councilmembers supported increased funding for additional staff in the Transpor-
tation Department to respond to requests for streetlight repairs as well as increased annual
allocations for the installation of new streetlights and circuits.

Streets (unanimous)

All nine Councilmembers included requests in their memoranda for investments in street mainte-
nance, repair, and resurfacing, including funding for asphalt overlay and slurry sealing. In addition,
four Councilmembers requested support for specific street modification projects, with locations
varying by Council District. Three Councilmember budget priority memoranda raised funding for
unimproved streets or alleys.

Sidewalks (unanimous)

All nine Councilmembers prioritized installation and repair of sidewalks as important to creating
safe and livable neighborhoods. This includes the creation of new sidewalks in various locations
as well as increasing staff for sidewalk repair teams to address the City’s extensive backlog of
existing sidewalks that need repair. Three Councilmembers referenced the need to mitigate City
liabilities created by unaddressed sidewalk defects.

Facilities

A majority of Councilmember budget priority memoranda raised the need for improvements to
existing facilities managed by the Fire-Rescue, Library, Parks & Recreation, and Police Depart-
ments. The maintenance budgets of City facilities in general have long been underfunded, resulting
in the need for significant improvements. In several cases, as noted below, Councilmembers
budget priority memoranda also included requests for new facilities.



e Fire-Rescue (unanimous)

Nine Councilmember budget priority memoranda included support for Fire-Rescue facili-
ties. This includes six Councilmembers prioritizing capital projects and maintenance
needed for existing lifeguard towers and facilities. Four Councilmember budget priority
memoranda also supported funding to study the feasibility and identify a location for a new
permanent training facility, potentially for joint use by Fire-Rescue and Police. Addition-
ally, three Councilmembers requested new fire stations or improvements to existing fire
stations, with specific project requests varying by Council District.

e Library (unanimous)
Nine Councilmember budget priority memoranda included requests for maintenance and
improvements or expansion of existing library facilities. While the specific projects varied
by Council District, there was significant support for funding the library maintenance
budget in general, particularly to meet the growing list of deferred projects in Library fa-
cilities.

e Parks & Recreation
Eight Councilmembers included park and recreation improvements in their budget priority
memoranda, including both maintenance and repair of existing facilities and new facilities.
Requests for specific projects varied by Council District and included upgrades and/or the
installation of picnic shelters, play areas, turf, tennis courts, basketball courts, walkways,
lighting, comfort stations, and public rest rooms.

e Police
Five Councilmember budget priority memoranda raised capital improvements and mainte-
nance for Police Headquarters and other Police facilities. This includes major systems such
as electrical, plumbing, and HVAC as well as minor repairs such as painting, replacing
flooring, and improving bathrooms. Three Councilmembers also noted the need to relocate
the Traffic Division which is currently operating out of a temporary trailer in Police Plaza
to a new or repurposed facility.

Stormwater

Eight Councilmembers prioritized addressing stormwater maintenance and capital projects as well
as the need to continue integrated water management efforts. Stormwater project requests focused
on the need to clear channels and repair drainage, especially in high-risk areas to address periodic
flooding, reduce the occurrence of costly emergency repairs, and improve water quality. Three
Councilmembers noted support for integrated water management and conducting a stormwater
harvesting analysis on the potential capture and reuse of graywater, potentially as part of the City’s
Pure Water (potable reuse) project.

Americans with Disabilities Act (ADA)

Eight Councilmembers prioritized capital improvement projects to ensure compliance with the
Americans with Disabilities Act (ADA) and provide accessibility for individuals with disabilities
in public facilities and public rights-of-way. This includes removing barriers and adding access in
parks, upgrades to parks, recreation facilities, street intersections, sidewalks, curb ramps, and ac-
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cessible parking spaces. Also, three Councilmembers raised providing staff and funding for im-
plementing the ADA Transition Plan, which includes projects needed to achieve accessibility, and
addressing ADA complaint backlogs. Examples of common ADA complaints include a missing
or inadequate curb ramp, missing sidewalks, and requests for accessible pedestrian signals at in-
tersections.

Security-Related Infrastructure

Eight Councilmembers raised the need for security infrastructure, including systems, cameras,
doors, gates, and lighting, to be installed or repaired in various City facilities. This includes parks
and recreation facilities, libraries, homeless shelters, as well as improved security measures for
Civic Center Plaza. The prioritization of security infrastructure reflects a growing concern over
the need to maintain the safety and security of residents and employees in City facilities.

City Council Budget Resource and Mitigation Priorities

As mentioned earlier, this is the first year that Councilmember budget priorities have been submit-
ted in the fall. We have therefore yet to see and review the Mayor’s FY 2024-2028 Five-Year
Financial Outlook, which is scheduled to be released November 10, 2022. The Outlook is expected
to include additional Mayoral priorities beyond baseline General Fund spending, and it will also
indicate whether there is a projected General Fund shortfall or surplus for FY 2024.

Since the FY 2024 budget process is just beginning, there will be more in-depth discussions about
revenues and resources as the budget process evolves. City staff and our Office will continue to
monitor various potential resources that provide revenues or grant opportunities for certain types
of infrastructure projects including:

e The federal Infrastructure Investment and Jobs Act (IIJA), which was noted by several
Councilmembers as a potential resource

e The California Child Care and Development Infrastructure Grant Program, which was also
noted by several Councilmembers as a potential resource

e The federal Inflation Reduction Act (IRA), which was signed into law in August 2022

Below, we provide background and context for resources which were supported by several Coun-
cilmembers. These resources have associated estimates that will be refined as the budget process
moves forward.

Federal American Rescue Plan Act (ARPA)

A majority of Councilmembers identified the use of ARPA funds as a resource in FY 2024. ARPA
was signed into law on March 11, 2021, which provided the City with a total of $299.7 million.
ARPA funds must be used by December 2024 (FY 2025) and are available to provide government
services and replace a significant portion of revenue lost due to the COVID-19 pandemic. With
$100.0 million of ARPA used in FY 2022 and $147.6 million budgeted for FY 2023, there is an
estimated $52.1 million available for use in FY 2024. ARPA is a one-time funding source and
should be used for one-time expenditures to achieve a structurally balanced budget. We note that
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the FY 2023 Adopted Budget is not structurally balanced as $38.2 million in one-time resources
are being used to support ongoing expenditures.

Use of Excess Equity or General Fund Reserve

Several Councilmembers identified the use of General Fund Excess Equity or General Fund Re-
serve as a one-time resource in FY 2023. Use of the General Fund Reserve as a one-time resource
requires careful consideration as the City has not fully contributed to the Reserve for several years,
and the FY 2022 year-end Reserve funding level was 14.9% as compared to the target policy level
of 16%.

FY 2022 year-end Excess Equity is $69.1% million, based on the Fiscal Year 2022 Year End Fi-
nancial Performance Report. This amount is $35.3 million higher than projected in the Third Quar-
ter Budget Monitoring Report, largely due to increased sales tax, TOT, and departmental revenue.
The Excess Equity amount is subject to change as projections will be updated during FY 2023.
Excess Equity can be used as a one-time resource; however, we note that Excess Equity has been
largely held aside for any potential unanticipated Proposition B unwinding costs.> We anticipate
knowing more about Proposition B unwinding costs after the FY 2023 Mid-Year Budget Monitor-
ing Report is released in February 2023. However, due to the complexity of the issues and the fact
that certain aspects of the negotiations process are still ongoing, the impact will likely not be fully
known at that time.

CONCLUSION

Our Office recommends that the Budget and Government Efficiency Committee review and dis-
cuss the budget priorities highlighted in this report and recommend to the City Council the priori-
ties to be included in the FY 2024 Budget Priorities Resolution. Further changes to the recom-
mended Resolution may be requested by Councilmembers if so desired. Following City Council
adoption, the Resolution will be submitted to the Mayor for consideration in the FY 2024 Proposed
Budget.

2 The Fiscal Year 2022 Year End Financial Performance Report shows ending Excess Equity of $75.3 million; how-
ever, the report also notes that $6.2 million of this amount has already been anticipated as a resource in the FY 2023
Adopted Budget.

3 See the Unwinding Proposition B section of our Recommended City Council Modifications to the Mayor’s Pro-
posed FY 2023 Budget and Review of the May Revision (IBA report 22-15) for additional information.
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