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Citywide Budget Overview

The City of San Diego's Fiscal Year 2023 Proposed Budget of $4.9 billion is comprised of five operating fund
types and the Capital Improvements Program (CIP):
•
•
•
•
•
•

General Fund
Special Revenue Funds
Capital Project Funds
Enterprise Funds
Internal Service Funds
Capital Improvements Program

Table 1 shows the change in expenditures from Fiscal Year 2021 to Fiscal Year 2023 by fund type/program.

Table 1: Change in Total City Expenditures from Fiscal Years 2021 - 2023 by
Fund Type/Program
Fund Type
General Fund

$

Special Revenue Funds

FY 2021
FY 2022
FY 2023
Actual Adopted Budget Proposed Budget
1,589,992,998 $ 1,743,548,431 $ 1,886,799,882 $

FY 2022 –
FY 2023
Change
143,251,451

Percent
Change
8.2%

662,336,003

743,868,631

762,353,726

18,485,095

2.5%

32,089,341

20,214,832

25,879,691

5,664,859

28.0%

1,050,448,403

1,193,721,659

1,244,616,120

50,894,461

4.3%

Internal Service Funds

155,803,601

157,094,652

162,501,236

5,406,584

3.4%

Capital Improvements
Program
Total

494,026,711

789,525,641

808,880,220

19,354,579

2.5%

3,984,697,057 $

4,647,973,846 $

4,891,030,875 $

243,057,029

5.2%

Capital Project Funds
Enterprise Funds

$
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Figure 1 displays the Fiscal Year 2023 Proposed Expenditure Budget by Fund Type/Program.

Figure 1: Fiscal Year 2023 Proposed Expenditure Budget by Fund
Type/Program
Capital Improvement
Program 16.5%
General Fund
38.6%
Internal Service
Funds3.3%

Enterprise Funds _,/
25.4%
Special Revenue
Funds 15.6%
Capital Project _______...:::~ - - - - - - Funds 0.5%%

Note: Percentages may not add to 100% due to rounding.

Table 2 presents the changes in revenues from Fiscal Year 2021 to Fiscal Year 2023 by fund type.

Table 2: Changes in Total City Revenue from Fiscal Years 2021 - 2023 by Fund
Type

Fund Type
General Fund

$

Special Revenue Funds
Capital Project Funds
Enterprise Funds
Internal Service Funds
Total1
1

$

FY 2021
Actual
1,605,181,521 $

FY 2022
Adopted
Budget
1,743,548,431 $

FY 2023
Proposed
Budget
1,886,799,882 $

FY 2022 –
FY 2023
Change
143,251,451

Percent
Change
8.2%

685,137,979

676,774,167

731,520,178

54,746,011

8.1%

81,357,758

48,701,068

53,890,380

5,189,312

10.7%

1,377,500,082

1,811,491,157

2,073,990,962

262,499,805

14.5%

145,300,505

154,012,076

175,544,307

21,532,231

14.0%

3,894,477,845 $

4,434,526,899 $

4,921,745,709 $

487,218,810

11.0%

Operating revenues 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 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. The City's Fiscal Year 2023 Proposed Budget reflects General Fund expenditures totaling
$1.89 billion, which is an increase of $143.3 million or 8.2 percent from the Fiscal Year 2022 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 that are received for specifically identified purposes. The two
largest special revenue funds are the Engineering & Capital Projects Fund and Underground Surcharge
Fund. The Fiscal Year 2023 Proposed Budget for Special Revenue Funds is $762.4 million, representing an
increase of $18.5 million or 2.5 percent from the Fiscal Year 2022 Adopted Budget. This net increase is
primarily due to increased expenditures in the Transient Occupancy Tax Fund associated to support
reimbursements for eligible expenditures such as public safety and visitor related facilities.

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 CIP, which can be supported by all fund types. The
Fiscal Year 2023 Proposed Budget for Capital Project Funds is $25.9 million, which is an increase of $5.7
million or 28.0 percent from the Fiscal Year 2022 Adopted Budget. This increase is primarily due to an
increase to TransNet Extension for Administration & Debt, Congestion Relief, and Maintenance Funds.

Enterprise Funds
Enterprise Funds account for specific services that are funded directly through user fees. These funds
include Water, Sewer, Development Services, Refuse Disposal, Recycling, 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 2023 Proposed Budget for Enterprise Funds is $1.24 billion, representing an increase of
$50.9 million or 4.3 percent from the Fiscal Year 2022 Adopted Budget. This net increase is primarily due to
the following adjustments:
•

•

•

$22.9 million in the Sewer Funds primarily associated with citywide compensation increases,
maintenance at various facilities, energy program, erosion monitoring, and hauling and disposal of
biosolids
$15.5 million in the Water Utility Operating Fund primarily associated with citywide compensation
increases, bond principal payments supporting operations, preventative maintenance, purchase of
water, dam support, Pure Water pilot operations and water treatment plant chemical safety
$11.3 million in the Development Services Fund primarily associated with citywide compensation
increases, support for telecommunications, and the housing program

Internal Service Funds
Internal Service Funds support the City's internal operations on a cost-reimbursable basis. The Fiscal Year
2023 Proposed Budget for Internal Service Funds totals $162.5 million, which is an increase of $5.4 million
or 3.4 percent from the Fiscal Year 2022 Adopted Budget. This net increase is primarily due to increases to
the Fleet Operations Operating Fund associated with cost increases and ramp up to support the City's fleet.
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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), General Fund Infrastructure, and developer fees.
The Fiscal Year 2023 Proposed CIP Budget appropriates a total
of $808.9 million above the $1.6 billion in carry forward
appropriations previously approved by the City Council. The
Fiscal Year 2023 Proposed CIP Budget is an increase of $19.4
million or 2.5% percent when compared to the Fiscal Year 2022
Adopted CIP Budget of $789.5 million. This is primarily due to
growth in General Fund revenue and its corresponding contribution to the CIP Budget.
The CIP budget includes anticipated funding in the CIP project pages. For Fiscal Year 2023, a total of $183.3
million in funding for CIP projects is anticipated but has not been appropriated in the Fiscal Year 2023
Proposed Budget. Anticipated funding includes a variety of funding types, such as commercial paper, lease
revenue bonds, revenue bonds and notes, 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 any anticipated funding during Fiscal Year 2023.

Citywide Reorganization/Restructuring
The Fiscal Year 2023 Proposed Budget reflects the reorganization (and/or restructuring) and the
renaming/creation of City departments related to executive management strategies and departmentinitiated requests. The reorganizations are intended to refine programs and processes and provide
comprehensive organizational improvements. Reorganizations are, but not limited to, the restructuring of
departments and major divisions and program within a department. The following provides an overview of
the Fiscal Year 2023 Proposed Budget reorganizations and restructuring to the City's organizational
structure. Per Charter Section 26, all newly created departments included in the Adopted Budget must be
approved by ordinance via a two-thirds vote from the City Council.

Department of Real Estate and Airports Management (DREAM)
The Real Estate Assets Department has changed its department name to Department of Real Estate and
Airports Management (DREAM). There will not be any programmatic or position changes it will strictly be a
name change.

Prevailing Wage and Contracting Programs
In Fiscal Year 2023, the Engineering & Capital Project (ECP) Department is transferring the Prevailing Wage
Program which includes, 14.00 FTE positions and 19.00 FTE Positions in the Public Works - Contracting
Division, to the Compliance and Purchasing and Contracting Departments, respectively. This restructure
transfers positions, non-personnel expenditures, and associated revenue from the ECP Fund to the General
Fund.

General Services Department
The Fleet Department has changed its department name to General Services. Along with this name change,
the General Services: Facilities Services Division will fall under the General Services Department
organizationally.
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Homelessness Strategies & Solutions Department
The Homelessness Strategies Department will be changing its name to Homelessness Strategies &
Solutions Department. The change in name is based off a review processed in Fiscal Year 2021 by a
consultant for homelessness. The expert consulted and conducted a review of the department to identify
opportunities to better address the challenges of homelessness within the City. One of the
recommendations was to change the name of the department from Homelessness Strategies Department
to Homelessness Strategies and Solutions Department. The new name reflects the activities of the entire
department.

Organic Waste Collection Program
The Environmental Services Department will be responsible for citywide organic waste collection and
processing as mandated by State Bill 1383. The department will undergo a restructure that will transfer
31.65 FTE positions, non-discretionary budgets for fuel, disposal fees, vehicles, and assignment and usage
fees from the Recycling Fund to the General Fund. The restructure will better support the program and help
track the cost of citywide organics collection, processing, compliance, and support programs to facilitate
reporting required for the State of California.

Specialized Transportation Services Program
The Transportation Department will be overseeing an agreement between the City of San Diego and San
Diego Metropolitan Transit System (MTS) for specialized transportation services for seniors and persons
with disabilities, which includes an annual payment. Previously the budget for this payment is budgeted in
the Citywide Program Expenditures department. Following a recommendation from the Department of
Finance, this payment will now be budgeted, and paid for within, the Transportation Department. The
restructure will include a transfer of the budget for the annual MTS payment from the Citywide Program
Expenditures department to the Traffic Engineering Division of the Transportation Department.

Sustainability and Mobility Department
The Sustainability and Mobility Department is a newly formed department that combines the previous
Sustainability Department and the Mobility unit out of Smart and Sustainable Communities. As part of the
restructure, the department will create four new divisions which include, Administrative Services, Energy,
Climate Action, and Mobility. The implementation of the restructure will reflect the department’s
organizational structure; accurately track the cost of energy and mobility projects and programs; and allow
department management to identify efficiencies and cost saving opportunities.

Fiscal Year 2023 General Fund Proposed Budget
The Fiscal Year 2023 General Fund Proposed Budget is a reflection of a multi-year analysis that addresses
the projected baseline shortfall in Fiscal Year 2023. The multi-year analysis reflects updated information to
projected revenue shortfalls projected in Fiscal Year 2024 as a result of funding decisions made in Fiscal
Year 2023. The multi-year analysis also includes a comprehensive review of critical expenditure requests
submitted by each department in Fiscal Year 2023, as well as the recommended allocation of the
Coronavirus State and Local Fiscal Recovery Funds included in the American Rescue Plan Act (ARPA), and
other resources and mitigation actions to help address the projected revenue shortfalls in Fiscal Year 2023
and in future fiscal years. There is an ongoing need to reach a structurally balanced budget where
expenditures are supported with ongoing revenue. Currently, to achieve a balanced budget in future fiscal
years it will require further mitigations such as use of reserves, additional budget reductions, or
identification of new revenue sources. The following sections provide additional details considered in the
Fiscal Year 2023 General Fund Proposed Budget.
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Fiscal Year 2023-2027 Five -Year Financial Outlook

In November 2021, the Fiscal Year 2023-2027 Five-Year Financial Outlook (Outlook) was released with a
projected revenue shortfall of $66.8 million in Fiscal Year 2023, as displayed in Table 3.

Table 3: Fiscal Year 2023-2027 Five-Year Financial Outlook

Baseline Revenues

$

Baseline Expenditures
Baseline Revenue
(Shortfall)/Surplus

Fiscal Year
2023
1,713.2 $
1,780.0

$

(66.8) $

Fiscal Year
2024
1,784.0 $
1,822.8
(38.8) $

Fiscal Year
2025
1,862.3 $
1,870.5
(8.2) $

Fiscal Year
2026
1,936.5 $
1,908.4

Fiscal Year
2027
2,005.5
1,940.4

28.1 $

65.1

The Outlook reflected a baseline revenue shortfall in Fiscal Year 2023 primarily due to the use of one-time
funding sources to fund on-going baseline expenditures to balance the Fiscal Year 2022 Adopted Budget,
including $149.3 million of one-time American Rescue Plan Act (ARPA) funds. The baseline forecast reflects
revenues and expenditures necessary to maintain the City's current service levels as reflected in Fiscal Year
2022 Adopted Budget. Additionally, the Outlook assumed the continuance of the economic recovery in
Fiscal Year 2023 and reaching pre-pandemic levels by Fiscal Year 2024. This forecast includes the positive
impacts of high vaccination rates in San Diego County, a continued low transmission rate of COVID-19, and
the resumption of business and international travel. Since the release of the Outlook Report, the Fiscal Year
2023 Proposed Budget has been developed and reflects updated baseline revenues and expenditures for
Fiscal Year 2023 which result in a new shortfall of $1.4 million, as shown in Table 4.

Table 4: Updated Fiscal Year 2022-2026 Five-Year Financial Outlook1

Baseline Revenues
Baseline Expenditures

$

Fiscal Year
2023
1,743.6 $
1,745.0

Fiscal Year
2024
1,803.3 $
1,790.2

Fiscal Year
2025
1,885.5 $
1,833.4

Fiscal Year
2026
1,962.1 $
1,872.4

Fiscal Year
2027
2,035.2
1,911.7

Baseline Revenue
$
(1.4) $
13.1 $
52.1 $
89.7 $
123.5
(Shortfall)/Surplus
1
Please note that any new programmatic changes from the baseline such as new revenue sources (including ARPA
funds), new and expenditures (including the reversal of Proposition B impacts) or enhancements to services are not
included in this table.

The updated projections reflect an overall positive impact due to the recent robust growth in sales tax and
transient occupancy tax revenues. These revenues were severely impacted from the COVID-19 pandemic
over the last two years and although the Outlook assumed the recovery continuing into Fiscal Year 2023,
the revenues have recovered much quicker and more robust than previously anticipated.
The primary growth in baseline revenue is attributed to Sales tax revenue increasing by $20.9 million from
the Outlook. This robust increase is primarily attributed to an accelerated economic recovery fueled by
pent up demand, lower unemployment rates across the region and the rise in price of goods due to
inflation. The trend continues with higher increases per year through Fiscal Year 2027. Property tax revenue
is continued to be projected similarly as forecasted in the Outlook in Fiscal Year 2023 with slightly higher
increases through Fiscal Year 2027. This is primarily due to positive trends in home sales and prices as seen
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over the last 12-18 months. The tourism industry is also expected to recover much quicker than previously
anticipated in the Outlook, reaching pre-pandemic levels in Fiscal Year 2023 versus Fiscal Year 2024 as
previously forecasted; this updated forecast is in accordance with the latest forecast provided by Tourism
Economics. The updated Outlook for TOT revenues reflect an increase of $2.0 million in Fiscal Year 2023,
with the remaining years of the Outlook reflecting similar increases per year. The changes in franchise fees
is a result of the San Diego Gas & Electric franchise fee statement for Calendar Year 2021 received in
February 2022, which provided an updated base amount to which growth was applied. This resulted in an
increase to Fiscal Year 2023 of a net $1.5 million with slightly higher increases per year through Fiscal Year
2027.
The primary changes to Fiscal Year 2023 baseline expenditures reflect a decrease of $34.0 million to the
City's updated Actuarial Determined Contribution (ADC) payment per the most recent actuarial report from
SDCERS for June 30, 2021. Additional details are included in the General Fund Revenues and General Fund
Expenditures sections of this Volume.
Due to the changes in the economic environment and receipt of new data, the analysis also included an
update to Fiscal Year 2024 through Fiscal Year 2027 to incorporate revenue revisions to the four major
General Fund revenues. Baseline expenditures for these years also reflect updates to the ADC payment
based on the latest actuarial report from the SDCERS. Additionally, these changes to baseline expenditures
includes impacts from approved General Fund department restructures to commence in Fiscal Year 2023.
As displayed in Table 5, the surplus has improved each year due to the updates further described below.

Table 5: Changes in Five-Year Outlook Shortfall/Surplus

Outlook Baseline Revenue (Shortfall)/Surplus
Outlook Baseline Expenditure
(Shortfall/Surplus)
Updated Baseline Revenue
(Shortfall)/Surplus

Fiscal Year
Fiscal Year
Fiscal Year Fiscal Year Fiscal Year
2023
2024
2025
2026
2027
$
30.4 $
19.3 $
23.2 $
25.6 $
29.7
35.0
$

65.4 $

32.60
51.9 $

37.1

36.0

28.7

60.3 $

61.6 $

58.4

To summarize, the General Fund baseline shortfall for Fiscal Year 2023 is $1.4 million, which accounts for
the increase of $30.4 million in revenues and a decrease of $35.0 million in expenditures. In addition to
balancing the immediate baseline revenue shortfall, the multi-year analysis required planning for the use
of ARPA funds and incorporating ongoing costs for critical priorities across the City. The baseline surplus
for Fiscal Year 2024, although positive, does not account for enhancement to services, the fiscal impacts
from the reversal of proposition B or fully funding other critical expenditures and budget priorities for the
Mayor and City Council. A full update to the Five-Year Financial Outlook for Fiscal Year 2024-2028 will be
released in early November 2022 following the standard timeline.

Fiscal Year 2023 Critical Expenditures
In addition to solving the baseline revenue shortfall, the Fiscal Year 2023 Proposed Budget also required
balancing the need to maintain current services and address the needs of residents by investing in: the
right of way, public safety levels, capital improvement projects, parking enforcement, streets, parks and
library facilities, and maintain homeless shelters and services. New services include efforts to comply with
stormwater regulations, achieve climate action plan goals, enhance and implement state requirements
associated with Organics Waste Diversion and Street Vending Ordinance. Notable additions to maintain
current services include funding for compensation increases with the City’s Recognized Employee
Organizations and unrepresented employees, and funding for positions filled in prior fiscal years, but not
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yet added in the annual budget. Program summaries for the Clean SD, Organics Collection Program
mandated by State Bill 1383, Homeless programs and services, Climate Action Plan, and Vision Zero are
included in the following sections.
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 new Infrastructure Fund is based upon the following:
•

•

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 2043
General Fund Pension Cost Reduction – any amount if pension costs for any fiscal year are less
than the base year of Fiscal Year 2016 for Fiscal Year 2018 through Fiscal Year 2042

Previous to Fiscal Year 2023, 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, this increment is only required
for Fiscal Year 2018 through Fiscal Year 2022.
Based on this calculation, the Fiscal Year 2023 Infrastructure fund contribution totals $28.4 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, despite a decrease in the Actuarially
Determined Contribution (ADC).
Based on the definitions in Charter Section 77.1, the amount of $28.4 million is required to be deposited
into the Infrastructure Fund for Fiscal Year 2023 unless the Mayor requests the suspension of section 77.1
for one fiscal year and two thirds of the City Council approves that suspension. For Fiscal Year 2023, the
Mayor is proposing to allocate $28.4 million to the City Capital Improvements Program (CIP). $1.8 million is
for existing Facilities, $2.0 million is for new Fire Stations, $8.5 million is for Transportation, including Vision
Zero and Streetlight upgrades, and $16.2 million for Parks & Recreation Projects.
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.
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Figure 2: Proposition H Sales Tax Baseline Comparison
Outlook
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Note: 2019-2021 Sales Tax amounts represent actual revenues collected.

Climate Equity Fund
The Climate Equity Fund (CEF) was established in Fiscal Year 2022 with the goal of providing additional
funding for City infrastructure projects to enable underserved communities to better respond to the
impacts of climate change. In order 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 located in a Community of Concern as identified using the
Climate Equity Index. In accordance with the City Council resolution the minimum annual allocation to CEF
eligible projects is:
•
•
•

One percent of the total annual revenue received through Transnet
One percent of the total annual received through Gas Tax
10 percent of the total General Fund revenue received through the annual gas and electric
franchise fees

The Fiscal Year 2023 Proposed Budget does not currently identify the specific projects for the $7.4M of
allocations of CEF funding, however, the City will have updates during the next phase of the annual budget
process.

Homeless Programs and Services
The Fiscal Year 2023 Proposed Budget includes $20.4 million for homelessness programs and services, with
$20.2 million budgeted in the General Fund and $250,000 budgeted in the Low and Moderate Income
Housing Asset Fund (LMIHAF).
General Fund and LMIHAF allocations are shown in Table 6 below.

- 35 -

City of San Diego
Fiscal Year 2023 Proposed Budget

Citywide Budget Overview
Table 6: Homeless Programs and Services by Department and Fund
General Fund

FY 2023 Proposed Budget

Homelessness Strategies Department
Homeless Shelters and Services Programs

$

12,430,978

Coordinated Outreach

1,500,000

PEER Program
Coordination of City Homeless Programs and Services

250,000
2,392,572

1

Total Homelessness Strategies Department

$

16,573,550

Police Department
Homeless Outreach Team (HOT)

3,625,124

Total Police Department

$

3,625,124

Total General Fund

$

20,198,674

Low to Moderate Income Housing Asset Fund
Homelessness Response Center

250,000

Total Low to Moderate Income Housing Asset Fund

$

250,000

Total Citywide Resources

$

20,448,674

Note: Table is not intended to capture all staff related costs outside of Homelessness Strategies Department and the Police
Department's Homeless Outreach Team (HOT).
1
The General Fund is anticipated to be reimbursed $394,000 by the Homeless Housing Assistance and Prevention (HHAP) grant
funding for eligible expenses associated with the administration of the HHAP grants.

The Fiscal Year 2023 Proposed Budget includes $16.6 million from the General Fund in the Homelessness
Strategies Department, including $2.2 million for the following three homeless programs and services:
•
•
•
•

Homeless Shelters and Service Programs
Coordinated Outreach
PEER Program
Coordination of City Homeless Programs and Services

Homeless Shelters and Services Program
The City of San Diego partners with agencies to operate congregate and non-congregate shelters which
serve individuals experiencing homelessness. These shelters provide meals, restrooms, showers, case
management, housing navigation, mental health and substance abuse services and referrals, as well as
COVID-19 testing and vaccinations.
In Fiscal Year 2023 the City will fund operations at up to 14 shelters throughout the City, with six shelters
being funded with $11.7 million of General Fund, Including the following:
•
•
•
•
•
•

Paul Mirabile Interim Housing Shelter
Connections Interim Housing Shelter
Bishops Housing Shelter
17th & Imperial Emergency Bridge Shelter
Criminal Diversion Program
Emergency Harm Reduction Center (in partnership with County of San Diego)
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In addition to these shelter programs the General Fund will provide $700,000 to support the following
services:
•
•
•

Serial Inebriate Program
Homelessness Response Center
Inclement weather shelter support

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. Case managers practice the "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 Fiscal Year 2023 Proposed Budget includes $1.5 million in the General Fund to support this program,
in the Homelessness Strategies & Solutions Department.

Homelessness Program for Engaged Educational Resources (PEER) Program
In an effort to prepare students in post-secondary education to work in the homelessness services sector
and to build up the workforce, the City of San Diego has funded programming at San Diego City College to
provide a degree certificate program in homeless services. Counselors recruit students who are majoring
in social service degree programs to obtain a certificate in homeless services.
The Fiscal Year 2023 Proposed Budget includes $250,000 in the General Fund to support this program in
the Homelessness Strategies & Solutions Department.

Coordination of City Homeless Programs and Services
The Fiscal Year 2023 Proposed Budget also includes $2.3 million in the Homelessness Strategies & Solutions
Department for personnel and non-personnel expenditures associated with staff coordinating citywide
homeless programs and services. The Fiscal Year 2023 Proposed Budget includes the addition of three
positions: 2.00 Program Coordinators and 1.00 Senior Management Analyst. These positions are
designated to expand capacity in key strategic areas; increase the City’s in-house expertise on
homelessness policies and programs; and implement stronger internal and external partnerships and
coordination.
Additionally, the General Fund is anticipated to be reimbursed $394,000 from HHAP grant funds for the
administration of the block grants.

Police Department Homelessness Outreach Team (HOT)
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, in order 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 2023 Proposed Budget includes $3.6 million from the General Fund to support personnel
and non-personnel costs in the San Diego Police Department.
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Homelessness Response Center
The Homelessness Response Center (HRC) is operated and administered by the Housing Commission. The
program’s objective is to provide system navigation services to identify and meet the needs of individuals
experiencing homelessness during each stage in their pathway toward housing. The Fiscal Year 2023
Proposed Budget includes $550,000 for the HRC operations, including $300,000 from the General Fund
and $250,000 from the Low to Moderate Income Housing Asset Fund. Additionally, Council approved $1.0
million in Community Development Block Grant (CDBG) funding for the Homelessness Response Center.

Grant Funding for Homelessness Strategies & Solutions
Additionally, there is $2.3 million in Community Development Block Grant (CDBG) funding and $1.0 million
in Emergency Solutions Grant funding for homelessness related programs and services, as shown below.
The City is also anticipated to leverage $39.5 million from multiple funding rounds of the State’s Homeless,
Housing, Assistance, and Prevention (HHAP) grants during Fiscal Year 2023 to address the immediate
emergency needs of individuals and families experiencing homelessness or at imminent risk of
homelessness. HHAP grants were allocated by the State in three rounds between Fiscal Year 2020 and Fiscal
Year 2023.

Community Development Block Grant (CDBG) and Emergency Solutions Grant
Funding
In the Fiscal Year 2023 Proposed Budget, $2.3 million in CDBG program allocations and $1.03 million in
Emergency Solution Grant (ESG) allocations are anticipated to fund homeless programs, services, and
projects.
$2.3 million in CDBG Block grant funding will support the following programs:
•
•
•
•

Day Center for Homeless Adults
Homelessness Response Center
Interim Housing for Homeless Adults
Shelter for Families

$1.0 million in ESG funding will support the following programs:
•
•
•

Connections Housing
Rapid Rehousing
Interim Housing for Homeless Adults

Homeless Housing, Assistance and Prevention (HHAP) Funding
The Homeless Housing, Assistance, and Prevention (HHAP) grants are one-time block grants that provides
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 State awarded the City of
San Diego with $22.5 million in HHAP grant funding for round one of the grants in 2020. In 2021, the City
was awarded an additional $10.6 million in round two funding, and is expecting the receipt of an additional
$27.5 million, which must be fully expended by June 30, 2027. In June 2020, the City Council approved the
use of the round one $22.5 million, and in June 2021, the City Council approved the use of the secondround funding of $10.6 million. In May 2022, the use of the third round of funding will be presented to City
Council prior to submitting to the State for approval.
Through Fiscal Year 2022, it is projected that $14.0 million in HHAP 1 and $7.0 Million in HHAP 2 will have
been expended, leaving $8.5 million remaining in HHAP 1 and $3.6 million in HHAP 2 for the remaining
expenditure period of the award, which is planned to be applied to cover Fiscal Year 2023 costs. In addition
to the $12.1 million from rounds one and two HHAP funding, there are planned expenditures of $27.5
million from the third round of HHAP funding. In total, $39.5 million from HHAP funded expenditures are
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planned in the Fiscal Year 2023 Proposed Budget. Proposed HHAP 3 funding allocations must be approved
by the State.
In the Fiscal Year 2023 Proposed Budget, HHAP grant funding is planned for use in the following manner:
Shelters and Services
$29.9 million is being allocated to support 1,250 shelter beds at following shelters:
•
•
•
•
•
•
•
•

Bridge Shelter at 16th& Newton
Single Adult Shelter in Golden Hall
Families and Youth Shelter in Golden Hall
Downtown Women’s Shelter
Non-congregate Family, Youth & Senior Bridge Housing
Youth Scattered Site Shelter Beds
New Congregate Shelter
Safe Haven Shelter

Storage Centers
$2.7 million in HHAP funding is being allocated to operate three storage centers across the City. These
storage centers provide a secure, protected space for people experiencing homelessness in the city of
San Diego to store their personal belongings on an ongoing basis.
Safe Parking Program
HHAP funding of $1.2 million in the Fiscal Year 2023 Proposed Budget is designated for three safe parking
lots across the City. These programs are designated parking lots for homeless individuals living out of their
vehicles to safely stay overnight and be connected to services to help them obtain permanent housing.
Coordinated Street Outreach
$2.3 million of HHAP funding is being designated for Coordinated Street outreach 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 $500,000 will continue to support this
program in Fiscal Year 2023.
Prosecution and Law Enforcement Assisted Diversion Services (PLEADS)
PLEADS is a voluntary, pre-booking diversion pathway that allows individuals suspected of being under the
influence of a controlled substance to avoid prosecution and jailtime by agreeing to seek support services.
In the Fiscal Year 2023 Proposed Budget, HHAP funding in the amount $210,000 has been allocated to
continue the program.
Rapid Rehousing
HHAP programming includes $900,000 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.
Administrative Costs
A total of $1.7 million in costs to administer the HHAP programs are planned for Fiscal Year 2023. These
costs are charged by City staff and staff from San Diego Housing Commission.
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Implementation of the Climate Action Plan
In December 2015, the City Council adopted the Climate Action Plan (CAP). The CAP set greenhouse gas
(GHG) emissions reduction targets for 2020 (15.0 percent reduction) and 2035 (50.0 percent reduction) from
a 2010 baseline. The CAP identifies goals and actions in the following five strategic areas to reach or exceed
GHG targets and ensure the City is prepared for a changing climate:
•
•
•
•
•

Energy & Water Efficient Buildings
Clean & Renewable Energy
Bicycling, Walking, Transit & Land Use
Zero Waste
Climate Resiliency

Moving forward, the City will update its Climate Action Plan to include aggressive new goals and strategies.
The City will accelerate the adoption of electric vehicles, incentivize employees to work remotely, encourage
the use of alternative modes of transportation, and have successfully shifted 96% of city accounts to 100
percent clean energy through San Diego Community Power and anticipate the remaining accounts to be
transitioning over the course of Fiscal Year 2023.
Principles of sustainability and projects that reduce GHG emissions or improve the economic, social, or
environmental sustainability of the City are woven throughout many departments and functions within City
operations. However, the City budget is structured by functional departments and not 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 different strategic areas
of the CAP to facilitate a discussion about implementation of the CAP. It is important to note that
throughout the year there are other sources of funding (e.g. Community Development Block 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 improved, and annual monitoring
begins. The Fiscal Year 2023 Proposed 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 shows the most recent citywide GHG inventory. The total GHG emissions from San Diego in 2019
were approximately 9.6 million metric tons CO2e (MMT CO2e), a 25 percent decrease in emissions from
2010. Decreases in GHG emissions from electricity consumption, transportation, solid waste and water use
offset some increase seen from natural gas consumption and wastewater production year-over-year. The
City is planning to have an updated inventory of GHG emissions in Fiscal Year 2024.
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Figure 3: Citywide Greenhouse Emissions Inventory and Projections
Citywide Greenhouse Gas Emissions Inventory
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Summary of Climate Action Plan Proposed Budget
Table 7 is a summary of investments across City departments that support the five strategic areas of the
CAP. The investment amounts represent new resources included in the Fiscal Year 2023 Proposed Budget.
These new resources are added to existing CAP investment in the departments’ base budgets (continuing
appropriations).

Table 7: Funding Across City Departments
Climate Action Plan Fiscal Year 2023 Proposed Budget1
Strategy

Direct

Overarching Implementation
Strategy 1 – Energy & Water Efficient Buildings
Strategy 2 - Clean & Renewable Energy
Strategy 3 - Bicycling, Walking, Transit, and Land Use
Strategy 4 - Zero Waste
Strategy 5 - Resiliency
Total

Indirect

Total

$497,741

$7,787,926

326,500

160,840

$8,285,667
487,340

1,645,780

1,166,181

2,811,961

2,117,969

3,240,713

5,358,682

11,298,825

-

11,298,825

-

4,692,589

4,692,589

$15,886,815

$17,048,249

$32,935,064

Table may not foot due to rounding.

1

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 the
Pure Water Program, which supports climate resiliency through a diversified water supply and water results
to help prepare or prevent periods of drought). Figure 4 is a representation of these investments by each
CAP strategy.
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Figure 4: Climate Action Plan Proposed Budget by Strategy
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Organics Collection – State Bill 1383
In September 2016, Governor Brown signed into law State Bill 1383 (SB 1383) establishing methane
emissions reduction targets in a statewide effort to reduce emissions of Short-lived Climate Pollutants. SB
1383 establishes targets of a 50.0 percent reduction in the level of the statewide disposal of organic waste
from 2020, with a 75.0 percent reduction by 2025. The City was required to adopt an ordinance by January
1, 2022; The first reading of the City's ordinance will be heard at City Council in early April, with the second
reading taking place in late April. The ordinance is estimated to go into effect in late May. The City must
implement the following:
•
•
•
•
•
•
•
•

Expand organics collection citywide, including amendments to the Franchise Hauler
Agreements
Adoption of an enforcement mechanism
Establish an edible food recovery program
Procurement of recovered organic waste products
Tracking and reporting of metrics to California's Department of Resources Recycling and
Recovery
Conduct education and outreach
Development of organic waste processing capacity
Conduct escalating mandatory enforcement

Full implementation of SB 1383 requirements will be phased over several years and will include upgrading
facilities, additional vehicles, contracts, equipment, software and supplies, and the addition of
approximately 130 positions. The Fiscal Year 2023 Proposed Budget includes a total of $18.5 million across
various funds to support the implementation of SB 1383. This amount includes a base budget amount of
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$9.2 million and an increase of $9.3 million from the Fiscal Year 2022 Adopted Budget. This increase
includes $5.4 million in the General Fund, $1.5 million in the Recycling Fund, and $2.4 million in the Refuse
Disposal Fund. Funding will be used for food waste education and outreach, container roll out, vehicles,
vehicle routing software, equipment and outfitting, and the addition of 34.00 FTE positions.
Table 8 displays the Fiscal Year 2023 Proposed Budget additions for SB 1383 by fund.

Table 8: SB 1383
General Fund

FY 2023 Proposed Budget

Environmental Services
16.00 FTE Positions

$

1,418,521

Contracts, Equipment, Software and Supplies

$

3,161,030

Vehicles

783,470

General Fund Total

$

5,363,021

3.00 FTE Positions

$

274,232

Contracts, Equipment and Supplies

$

1,230,472

Recycling Fund Total

$

1,504,704

15.00 FTE Positions

$

1,179,492

Supplies, Equipment and Vehicles

$

1,214,400

Refuse Disposal Fund Total

$

2,393,892

Total Fiscal Year 2023 Additions

$

9,261,617

Recycling Fund
Environmental Services

Refuse Disposal Fund
Environmental Services

Mobility Action Plan
The Fiscal Year 2023 Proposed Budget includes $350,000 to continue the development of a Mobility Master
Plan that will identify the most effective and transformative mobility improvements with the goal of helping
the City achieve the State's greenhouse gas (GHG) reduction targets. The Mobility Master Plan will help the
City implement the Climate Action Plan, and create a more balanced, multi-modal transportation network
for access of all ages and abilities, while minimizing environmental and neighborhood impacts. The plan
will include outreach with targeted strategies to ensure equitable engagement of the City stakeholders.
Additionally, the plan will assist the City's project prioritization process by aligning projects with the longrange mobility planning processes, climate goals, and equity considerations while creating a healthier,
safer, and more sustainable transportation network and City.

Vision Zero
The City remains committed to Vision Zero efforts to eliminate all traffic fatalities and severe injuries in San
Diego.
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In the Fiscal Year 2023 Proposed Budget, $24.2 million will be allocated to implement projects that support
the City’s Vision Zero goals, including $3.7 million for bicycle facilities, $7.5 million for new sidewalk
installations, $3.1 million for traffic signals, $8.2 million for medians, $650,000 for traffic calming, and $1.2
million for new streetlights. Table 9 displays the allocation of funds to applicable Vision Zero projects.

Table 9: Vision Zero Projects
Vision Zero Project Type/Grouping

Project ID

FY 2023 Proposed
Budget¹

Bicycle Facilities
Bike Racks Citywide

O&M

Bike Striping Citywide

O&M

400,000

Safe & Sustainable Transportation All Ages & Abilities Team (STAAT)

O&M

1,100,000

Bicycle Facilities

AIA00001

AC Water & Sewer Group 1049 Bike Lane
College West Improv 1 Bike Lane

New
New

75,000
100,000

College West Improv 3 Bike Lane

New

100,000

Morena Pipeline Bike Lane

B22107

375,000

Murphy Canyon Trunk Sewer Repair/Rehab Bike Lane

New

75,000

Park Boulevard Bus Lane-Cycle Track

New

500,000

Pure Water Bike Lane

New

800,000

Sewer & AC Water Group 763 Bike Lane

New

75,000

Bicycle Facilities Total

50,000

$

2,100,000

$

3,650,000

$

2,000,000

Medians
Median Installation

AIG00001

6th & Juniper Roundabout

B20142

1,900,000

Carmel Mtn/Carmel Country Roundabout

B21102

2,900,000

Chatsworth Bl RRFB & Ped Refuge Island

B21117

375,000

Crown Point Drive Roundabouts

B18009

3,000,000

6th & Juniper Roundabout

B20142

1,900,000

Medians Total

$

8,175,000

$

4,500,000

Sidewalks
New Walkways

AIK00001

54th-Market to Santa Margarita Sidewalk

B18158

170,000

73rd Street and El Cajon Boulevard to Saranac Street

B18017

30,000

ADACA Woodman St-Cielo to Pagel PL Sidewalk

B18159

100,000

Sea World Dr Sidewalk

B22059

100,000

Sidewalk Repair and Reconstruction

AIK00003

100,000

Barrio Logan Traffic Calming Truck Route

P22003

Barrio Logan Traffic Calming Truck Route

P22003

100,000

ADA Curb Ramps Projects

New

100,000

Elm Av (14th to Thermal) Sidewalk

B22001

100,000
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Vision Zero Project Type/Grouping

Project ID

FY 2023 Propsed
Budget¹

Sidewalks Total

$

7,500,000

$

650,000

Signals - Calming/Speed Abatement
Traffic Calming

AIL00001

1st Ave and A St Curb Extension

B19043

Citywide RRFBs - Smart Growth Area

New

70,000

Kettner Boulevard & Palm Street Hybrid Beacon

B18046

30,000

Milton and Bergener - Longfellow Elementary

New

100,000

450,000

Signals - Calming/Speed Abatement Total

$

650,000

$

200,000

Streetlights - Citywide
Installation of City-Owned Streetlights

AIH00001

Castle Neighborhood New Street Lights

B19080

25,000

Citywide Streetlights Group 1601

B16007

100,000

Citywide Streetlights Group 1602

B16008

25,000

Citywide Streetlights Group 1801

B18012

50,000

Street Light Circuit Upgrades

AIH00002

Kensington Heights #3 Series Circuit Upgrade

New

250,000

Sunset Cliffs Devonshire Series Circuit Upgrade

New

250,000

Kensington Heights #2 Series Circuit Upgrade

B17146

500,000

Streetlights - Citywide Total

$

$

1,000,000

1,200,000

Traffic Signals
Traffic Signal Modifications

O&M

300,000

Traffic Signals -- Citywide

AIL00004

47th Street and Solola Avenue Traffic Signal

B20141

450,000

El Cajon Blvd HAWKS

B22000

650,000

Mercado Dr @ Del Mar Heights Rd Traffic Signal

B22046

430,000

Mississippi Street and El Cajon Boulevard

B20140

370,000

Torrey Pines Road Pedestrian Hybrid Beacon

B20146

100,000

Traffic Signals Modification

AIL00005

Ash Street Signal Mods

B18069

450,000

Mid-City & Eastern Area Signal Mods

B17128

150,000

Traffic Signal Mods Grp 19-02

B19071

150,000

$

$

2,000,00

750,000

Traffic Signals Total

$

3,050,000

Total Vision Zero Project Type/Grouping

$

24,225,000

¹Parent projects are in bold and contain the sum of the child projects which are indented and italicized.

Youth Programming
The Fiscal Year 2023 Proposed Budget includes $250,000 in the Police Department associated with the No
Shots Fired intervention and prevention program. This program will seek to mitigate violence with the use
of strategic partnerships with faith leaders, community-based organizations, the San Diego Police
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Department (SDPD), the Commission on Gang Prevention and Intervention, and the Community Assistance
Support Team (CAST).
The Fiscal Year 2023 Proposed Budget includes $261,000 in the Department of Information Technology to
fund public Wi-Fi at 40 libraries, 6 parks, 10 SD Unified Schools, 255 street level hotspots, and locations in
the San Diego Promise Zone within the SD Access 4 All, Digital Equity Program..
The Fiscal Year 2023 Proposed Budget includes $750,000 in the Economic Development Department
associated to Connect2Careers. The San Diego Workforce Partnership will work directly with young adults
ages 16-24 who are not working and not in school, to develop and support their career goals through workreadiness training, case management, job coaching and paid work experiences.
The Fiscal Year 2023 Proposed Budget includes $444,000 in the Office of Child and Youth Success within
the Office of the Chief Operating Officer associated with supporting critical operations for this initiative.

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 2023 Proposed Budget
includes the following mitigation actions. It includes the use of a significant amount of American Rescue
Plan Act (ARPA) funds and the suspension of the General Fund Reserve Contributions and the Risk
Management Reserve Contributions.

One-Time Revenue Resources
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 2023 Proposed Budget
includes the following mitigation actions. It includes the use of a significant amount of American Rescue
Plan Act (ARPA) funds and the suspension of the General Fund Reserve Contributions and the Risk
Management Reserve Contributions.
•

•

•
•
•

Use of $123.5 million from the American Rescue Plan Act of 2021. These will be used as revenue
replacement for general governmental services, which will provide the necessary resources to add
and maintain funding for critical expenditures related to the continued response to the negative
impacts from the COVID-19 pandemic
Use of $7.9 million from the Pension Payment Stabilization Reserve that is projected to be available
in Fiscal Year 2023. The use of this reserve will be used to mitigate potential increases associated
with the reversal of Proposition B. The Pension Payment Stabilization Reserve is maintained to
mitigate service delivery risk due to increases in the ADC as calculated in the most recent Actuarial
Valuation Report produced by the San Diego City Employees’ Retirement System’s actuary
Suspend the General Fund Reserve Contribution which totals $25.8 million
Suspend the Risk Management Reserve contribution which totals $3.4 million
Use of $3.0 million in fund balances from various non-general funds. These funds include the
Information Technology Funds and Fleet Operations Operating Fund

The American Rescue Plan Act of 2021
The American Rescue Plan Act of 2021 (ARPA) was passed on March 11, 2021, which, based on current
estimates, allocated $299.7 million in Coronavirus State and Local Fiscal Recovery Funds to the City. The
American Rescue Plan Act provides additional relief to address the continued impact of COVID-19 and aid
to states and local governments for direct and flexible relief. The bill expands on the Coronavirus Response
and Relief Supplemental Appropriations Act of 2021 (CRRSAA) that was enacted on December 27, 2020 and
provides economic state and local aid. The Fiscal Year 2023 Proposed Budget includes $ 123.5 million in
Coronavirus State and Local Fiscal Recovery Funds, while the remaining funds are planned to cover future
expenditures in Fiscal Year 2024. In accordance with the ARPA language, funds may be used to:
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•
•
•

•

Provide government services to the extent of reduction in revenue due to COVID-19 relative to
revenues collected in the most recent full fiscal year prior to the emergency
Respond to COVID-19 or its negative economic impacts, including assistance to households, small
businesses, and nonprofits, or aid to impacted industries such as tourism, travel, and hospitality
Provide premium pay up to $13 an hour to eligible municipal or county workers performing
essential services to respond to COVID-19. This provision is capped at a maximum benefit of
$25,000 per eligible worker
Make necessary investments in water, sewer, or broadband infrastructure

The funds will be provided to the City in two tranches: The first tranche was deposited on June 1, 2021; and,
the second tranche will be provided no sooner than one year after the first deposit was made. The ARPA
allows funds provided by this legislation to be used through December 31, 2024.
The Fiscal Year 2023 Proposed Budget will use $123.5 in Coronavirus State and Local Fiscal Recovery Funds.
These funds will be used as revenue replacement for general governmental services, which will provide the
necessary resources to add and maintain funding for critical expenditures related to the negative impacts
from the COVID-19 pandemic. To substantiate the use of these funds for revenue replacement, it is
important to demonstrate the extent of revenue reduction when compared to the most recent full fiscal
year prior to the COVID-19 emergency. The ARPA guidelines allowed for a growth adjustment of 5.2 percent
from the baseline year revenue (Fiscal Year 2019) or the City’s average annual revenue growth rate in the
three fiscal years prior to the pandemic17. In accordance with the terms of the ARPA, the COVID-19
pandemic has resulted in projected revenue loss of $406.0 million in general revenues from Fiscal Year
2020 through Fiscal Year 2021, as compared to Fiscal Year 2019 levels. The guidelines allow for the extent
of reduction in revenue to be calculated from the total of four calendar years from 2020 to 2023. The funds
cannot be used for offsetting tax cuts or for pension liabilities, therefore, the City will continue to ensure
that the funds allocated adhere to federal guidelines. As demonstrated by the $406.0 million revenue loss
estimate based on only two of the four eligible fiscal years, this substantiates that the total amount of
revenue loss to the City is greater than the City’s total allocation of ARPA funds, $299.7 million.

17

On January 6, 2022, the U.S. Department of Treasury (DoT) issued their “Final Rule” which takes effect on April 1, 2022. This
changed the growth adjustment rate from 4.1% to 5.2% and allowed the Department of Finance to calculate the revenue loss
with either at the end of each calendar year or the end of each fiscal year.
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Figure 5: Fiscal Year 2019-2027 Sales Tax and Transient Occupancy Tax
Forecast Comparison
City of San Diego
Sales Tax and Transient Occupancy Tax Revenue Forecast
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As reflected in Figure 5, Sales Tax and Transient Occupancy Tax (TOT) were the City’s two major revenues
most impacted by the COVID-19 pandemic. When comparing the revenues from the pre-pandemic trend
as forecasted in the Fiscal Year 2021- 2025 Five-Year Financial Outlook Report released in November 2020,
this results in a projected sales tax and TOT revenue loss of $262.9 million by Fiscal Year 2023. Although
Sales Tax has fully recovered and surpassed pre-pandemic trends, Transient Occupancy Tax revenue has
taken much slower to recover due to the previous restrictions on group events, and limited business and
international travel. The Transient Occupancy Tax revenue is projected to reach pre-pandemic levels in
Fiscal Year 2023, however, not yet reaching pre-pandemic trends in the outer years.
As mentioned earlier in the Fiscal Year 2023 - 2027 Financial Outlook section, the Fiscal Year 2023 Proposed
Budget reflects a multi-year analysis and proposes the use of ARPA Funds from Fiscal Year 2022 through
Fiscal Year 2024. The City has plans to use $120.5 million in Fiscal Year 2022 to address the projected
revenue shortfall based on the most recently released quarterly budget monitoring report, $123.5 million
in Fiscal Year 2023 to address the baseline revenue shortfall and critical expenditure additions, and $55.8
million in Fiscal Year 2024 in order to maintain the proposed services in Fiscal Year 2023. This multi-year
proposal allows the City to minimize budget reductions in the near term.

Citywide Personnel Expenditures
The Fiscal Year 2023 Proposed Budget includes a total of $1.09 billion in budgeted salaries and wages, and
$718.9 million for fringe expenditures or benefits, resulting in a total personnel budget of $1.81 billion in
personnel expenditures citywide. Table 10 illustrates the budgeted FTE positions, salaries and wages,
fringe, and total personnel expenditures by fund type.
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Table 10: Fiscal Year 2023 Proposed Personnel Expenditures Budget
Budgeted
Budgeted
FTE Positions Salaries and Wages

Fund Type

Budgeted
Personnel
Expenses

Budgeted
Benefits

General Fund

8,235.71 $

Special Revenue Funds

1,075.01

96,472,272

56,499,739

152,972,011

Enterprise Funds

2,943.94

205,092,701

132,761,150

337,853,851

365.73

24,244,133

17,329,869

41,574,002

51.00

5,666,519

3,561,104

9,227,623

Internal Service Funds
Other Funds1
Total
1

763,035,081 $

12,671.39 $

1,094,510,706 $

508,727,642 $

718,879,504 $

1,271,762,723

1,813,390,210

Other Funds includes San Diego City Employee’s Retirement System (SDCERS) FTE Positions.

Table 11 presents the change in positions based within job classifications from Fiscal Year 2022 to Fiscal
Year 2023.

Table 11: Total City FTE Position Changes Fiscal Year 2022 - 2023
Fund Type

FY 2022
Adopted
Budget

Additions

General Fund

7,731.03

482.63

(42.25)

Special Revenue
Funds1

1,074.51

38.50

Enterprise Funds

2,747.69

Internal Service
Funds

FY 2023
Proposed
Budget

FY 2022
- FY 2023
Change

Percent
Change

64.30

8,235.71

504.68

6.5 %

(5.00)

(33.00)

1,075.01

0.50

0.0 %

235.11

(7.57)

(31.30)

2,943.94

196.25

7.1 %

339.48

28.00

(1.75)

-

365.73

26.25

7.7 %

51.00

-

-

-

51.00

0.00

0.0 %

11,943.71

784.24

(56.57)

-

12,671.39

727.68

5.7 %

Other Funds2
Total
1
2

Reductions Reorganizations

Total number of budgeted positions includes positions from Maintenance Assessment Districts (MADs).
Other Funds includes San Diego City Employee's Retirement System (SDCERS) FTE positions.

For details on all position changes, refer to Attachment A - Fiscal Year 2022 Changes in Full-time Equivalent
(FTE) Positions in the Appendix.

Salaries and Wages
The Fiscal Year 2023 Proposed Budget includes $1.09 billion in budgeted salaries and wages, with $763.0
million or 69.7 percent budgeted in the General Fund. Table 12 The Fiscal Year 2023 Proposed Budget
includes $1.09 billion in budgeted salaries and wages, with $763.0 million or 69.7 percent budgeted in the
General Fund.

- 49 -

City of San Diego
Fiscal Year 2023 Proposed Budget

Citywide Budget Overview
Table 12: Fiscal Year 2023 Proposed FTE Positions by Labor Group
General Fund

Special
Revenue
Funds

Enterprise
Funds

MEA

2,944.39

863.51

1,793.26

135.23

29.00

5,765.38

AFSCME LOCAL 127

1,167.48

41.00

961.50

172.25

-

2,342.23

POA

2,031.23

-

-

-

-

2,031.23

IAFF LOCAL 145

1,040.00

10.00

-

-

-

1,050.00

Unclassified / Unrepresented

545.40

108.50

104.82

33.25

18.00

808.97

Classified / Unrepresented

161.99

52.00

84.36

25.00

4.00

327.35

Teamsters Local 911

165.00

-

-

-

-

165.00

DCAA

169.23

-

-

-

-

169.23

11.00

-

-

-

-

11.00

8,235.72

1,075.01

2,943.94

365.73

51.00

12,670.39

Labor Group

Elected Officials
Fund Total
1

Internal
Service
Funds Other Funds1

Labor
Group
Total

Other Funds includes San Diego City Employee’s Retirement System (SDCERS) FTE Positions.

Table 13 displays the Fiscal Year 2023 Proposed Budget for salaries and wages by fund type.

Table 13: Fiscal Year 2023 Proposed Budgeted Salaries and Wages
Salary and Wage Type
Salaries/Add-on-Pays
Other Personnel
Expenditures

General Fund

Special
Revenue
Funds

Enterprise
Internal
Funds Service Funds

$ 689,275,560 $ 106,169,057 $ 220,207,102 $

Other
Funds1

Budgeted
Salaries and
Wages

26,209,967 $ 5,673,077 $ 1,047,534,763

(19,216,583)

(13,649,085)

(28,990,729)

(3,115,162)

-

(64,971,559)

(2,007,603)

(279,635)

(677,541)

(43,650)

(8,936)

(3,017,365)

Vacation Pay In Lieu

6,732,840

1,577,184

1,859,429

238,636

-

10,408,089

Termination
Pay/Annual Leave

1,771,245

147,231

291,655

110,996

-

2,321,127

Hourly Wages

12,916,412

378,612

1,004,084

79,786

2,378

14,381,272

Overtime

73,563,210

2,128,908

11,398,701

763,560

-

87,854,379

Salary Savings

Total
1

$ 763,035,081 $

96,472,272 $ 205,092,701 $

24,244,133 $ 5,666,519 $ 1,094,510,706

Other Funds includes San Diego City Employees’ Retirement System (SDCERS) FTE positions

The Proposed Fiscal Year 2023 Proposed Budget includes all general wage increases and special salary
adjustments approved in the Municipal Employees Association (MEA), American Federation of State,
County, and Municipal Employees (Local 127), and the Deputy City Attorneys Association (DCAA) MOUs.
The Police Officers Association (POA), International Association of Firefighters (Local 145), and Teamsters
(Local 911) are still in active negotiations for their Fiscal Year 2023 labor contracts.
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Budgeted Personnel Expenditure Savings
Budgeted Personnel Expenditure Savings (previously referred to as Vacancy Factor) is used as a budgeting
tool to allocate resources that are projected to remain unspent to other priority needs. As part of the
development of the Fiscal Year 2023 Proposed Budget, the City estimates an amount of personnel savings
by department that is attributed to the following: vacancies, normal attrition, leaves of absence, underfilled positions, delays in the creation/filling of positions, time-dependent add-ons, unplanned termination
pay and overtime, and variances in all personnel salary groups due to unforeseen circumstances. These
estimates will require that departments monitor Fiscal Year 2023 personnel expenditures against available
allocated appropriations, however, this does not prohibit departments from filling any budgeted positions.
The Fiscal Year 2023 Proposed Budgeted Personnel Expenditures is $87.5 million, representing an increase
of $21.1 million or 3.0 percent from the Fiscal Year 2022 Adopted Budget. Budgeted Personnel Expenditure
Savings is included in Table 13 within the Other Personnel Expenditures category. This category also
includes other miscellaneous adjusting entries which may result from the ongoing negotiations with the
recognized employee organizations. Table 14 displays the budgeted personnel expenditure savings from
Fiscal Year 2021 through Fiscal Year 2023.

Table 14: Budgeted Personnel Expenditure Savings
Fiscal Year 2021 – 2023
FY 2021
Adopted
Budget

Departments/Funds
City Attorney

$

603,242 $

FY 2022
Adopted
Budget
1,407,245 $

FY 2023
Proposed
Budget
2,061,490

City Auditor

91,333

94,986

-

City Clerk

36,941

101,995

152,976

City Council
City Treasurer
Commission on Police Practices
Communications
Compliance

85,852

67,395

-

710,696

432,063

514,610

-

24,696

-

119,745

120,144

119,996

-

65,869

93,750

126,672

60,007

122,153

Department of Finance

67,829

70,542

74,069

Development Services

339,123

383,269

743,009

Economic Development

547,445

265,101

353,038

Debt Management

Environmental Services
Fire-Rescue
General Services: Facilities Services
Homelessness Strategies & Solutions

639,941

490,983

1,655,147

9,789,879

6,656,512

6,072,111

596,234

546,780

636,981

-

89,286

-

Human Resources

115,398

89,286

77,794

Library

363,704

918,572

1,055,088

Mobility

-

211,410

-

194,636

74,090

93,750

Office of Race & Equity

-

-

123,452

Office of the Chief Operating Officer

-

-

314,000

1,461,631

1,758,247

3,250,126

117,229

121,918

-

Office of Emergency Services

Parks & Recreation
Performance & Analytics
Personnel
Planning
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Departments/Funds
Police

FY 2021
Adopted
Budget

FY 2022
Adopted
Budget

FY 2023
Proposed
Budget

20,419,506

17,790,832

17,137,162

Purchasing & Contracting

708,364

945,929

945,966

Real Estate & Airport Management

255,611

-

-

Stormwater

451,754

832,408

2,670,301

Sustainability & Mobility
Transportation

-

-

471,417

1,770,632

1,793,346

2,331,898

Total General Fund

$

40,246,108 $

35,864,349 $

41,718,087

Airports Fund

$

117,229 $

79,498 $

142,687

Central Stores Fund
Development Services Fund

57,090

76,945

234,324

2,998,384

3,892,147

9,455,600

Energy Conservation Program Fund

-

-

230,000

Engineering & Capital Projects Fund

7,435,254

8,006,052

11,450,041

Facilities Financing Fund

69,950

138,617

76,386

Fire/Emergency Medical Services Transport Program
Fund

47,986

47,986

535,390

Fleet Operations Operating Fund

810,557

1,078,726

1,939,730

GIS Fund

133,058

89,286

266,818

Golf Course Fund

169,143

200,832

455,417

Information Technology Fund

306,696

211,204

363,346

Metropolitan Sewer Utility Fund

3,451,825

4,068,373

5,036,679

Municipal Sewer Revenue Fund

3,378,643

3,539,558

3,803,035

171,704

211,204

428,729

OneSD Support Fund
Publishing Services Fund

-

-

43,960

Recycling Fund

705,912

440,359

503,580

Refuse Disposal Fund

539,355

528,652

1,054,390

Risk Management Administration Fund

368,317

148,309

667,148

Underground Surcharge Fund
Water Utility Operating Fund
Wireless Communications Technology Fund

33,613

67,437

67,291

6,095,062

7,598,768

8,539,341

94,674

74,003

461,084

Total Non-General Fund

$

26,984,452 $

30,497,956 $

45,754,976

Total

$

67,230,560 $

66,362,305 $

87,473,063

Total Budgeted Fringe Allocations
Total budgeted fringe allocations are personnel costs that are non-wage related. The budgeted fringe
allocation is composed of fixed fringe and variable fringe costs. Fixed fringe costs are targeted amounts
that are set by specific obligations established through agreements with recognized employee
organizations, City Ordinances, or the City's Reserve Policy. The targeted amounts are independent of
current FTE position count or salary amounts. Fixed fringe costs include: the San Diego City Employees'
Retirement System's (SDCERS) Actuarially Determined Contribution (ADC); as well as contributions for
Workers' Compensation, Long-Term Disability (LTD), Other Post-Employment Benefits (OPEB),
Unemployment Insurance, and Risk Management Administration (RMA). These expenditures account for
$502.4 million or 70 percent of budgeted fringe allocations in Fiscal Year 2023. The remaining budgeted
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fringe allocations are variable fringe costs that are dependent on payroll activity, such as reductions or
additions in staff, and salary increases or decreases. Table 15 displays the citywide fringe allocation which
totals $719.8 million for Fiscal Year 2023, of which $508.7 million or 71.0 percent is budgeted in the General
Fund.

Table 15: Fiscal Year 2023 Annual Budgeted Fringe by Fund Type
General
Special
Fund Revenue Funds

Fringe Type
Retirement ADC

$

284,053,105 $

Enterprise
Internal
Funds Service Funds

Other
Funds1 Fringe Totals

29,257,881 $

61,876,689 $

7,224,660 $ 1,979,377 $ 384,391,712

Flexible
Benefits/Other

96,440,843

11,802,443

31,721,740

4,572,699

661,131

145,198,856

Retiree Health/Other
Post-Employment
Benefits

43,268,502

5,236,529

14,734,879

1,896,180

293,046

65,429,136

Supplemental
Pension Savings Plan

25,380,240

5,987,216

11,427,405

1,566,497

341,498

44,702,856

Workers'
Compensation

28,908,018

467,863

4,335,112

980,860

26,852

34,718,705

8,855,092

1,071,906

3,015,552

388,080

59,976

13,390,606

10,042,716

1,367,599

2,839,078

353,217

82,136

14,684,746

Employee Offset
Savings

5,448,636

392,596

604,418

90,832

56,089

6,592,571

Retirement DROP

1,942,647

196,253

544,952

66,952

15,439

2,766,243

Unemployment
Insurance

802,327

114,008

250,578

31,064

7,357

1,205,334

Retiree Medical Trust

530,711

143,647

290,376

36,241

7,700

1,008,675

Retirement 401 Plan

859,548

149,529

434,841

37,632

10,362

1,491,912

Long-Term Disability

2,195,257

312,269

685,530

84,955

20,141

3,298,152

Risk Management
Administration
Medicare

Fund Type Totals
1

$

508,727,642 $

56,499,739 $ 132,761,150 $

17,329,869 $ 3,561,104 $ 718,879,504

Other Funds includes San Diego City Employee’s Retirement System (SDCERS) FTE Positions.

City Retirement Contributions
The City's payment for retirement benefits in the Fiscal Year 2023 Proposed Budget is $384.4 million and
its components are described in further detail below:
•

The City's pension payment for Fiscal Year 2023 as of the June 30, 2021 actuarial report from the
San Diego City Employees' Retirement System (SDCERS) is $384.3 million, a decrease of $30.6
million from the Fiscal Year 2022 Adopted Budget; approximately $284.1 million or 74 percent of
the ADC is budgeted in the General Fund. The ADC had been anticipated to increase by $8.1 million
in the prior year's valuation; significant changes from the previous projection were due to the
following: a $35.8 million decrease due to greater than anticipated investment gains, a $3.0 million
decrease from liability experience gains, and a $100,000 increase due to member contribution
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•

•

payments less than anticipated
$1.5 million is budgeted in the Citywide Program Expenditures Department for the Preservation of
Benefits Plan contribution to SDCERS to cover benefit payments in excess of Internal Revenue
Service (IRS) limits. Note this figure is not reflected in Table 15
$1.9 million has been budgeted citywide, of which $1.5 million is in the General Fund via the
Citywide Program Expenditures Department. This is to fund the current year's pay-go costs for the
supplemental cost of living adjustment (COLA) benefit per Ordinance O-20282. Note this figure is
not reflected in Table 15

Flexible Benefits
An Internal Revenue Service (IRS) qualified cafeteria-style benefits program is offered to all eligible
employees. All employees in one-half, three-quarter, or full-time status are eligible. The Fiscal Year 2023
Proposed Budget for Flexible Benefits is $145.2 million, representing an increase of $4.9 million from the
Fiscal Year 2022 Adopted Budget, due to position additions/reductions and changes in coverage selections
of employees.
Through the Flexible Benefits Plan, the City currently offers healthcare coverage to all of its full-time, threequarter time, half-time employees, and non-standard hour employees working an average of at least 30
hours per week or 130 hours per month, per the Affordable Care Act (ACA), through the Flexible Benefits
Plan. The majority of City employees qualify for the Flexible Benefits Plan, thus complying with a key
component of the ACA. The City continues to monitor ACA mandates and clarifications to assess the impacts
on City benefit plans.

Retiree Healthcare/Other Post Employment Benefits (OPEB)
In Fiscal Year 2012, the City entered into a 15-year memorandum of understanding with each of its
recognized employee organizations and provided the same terms to unrepresented employees regarding
reforms to the retiree healthcare benefit for health-eligible employees. The agreements discuss the City's
annual OPEB budget and in Fiscal Year 2023 the budget is $65.4 million for retiree health care benefits. If
the retiree health defined contribution and pay-as-you-go actuals exceed $65.4 million, then the excess will
be withdrawn from the City’s CalPERS Employer Retiree Benefit Trust (CERBT) account.

Supplemental Pension Savings Plan (SPSP) and New Retirement Plans
In 1982, the City opted out of Social Security and established the Supplemental Pension Savings Plan (SPSP).
SPSP accounts provide a way for eligible employees to add to savings for retirement income, which is in
addition to SDCERS' benefits. Employees hired before July 1, 2009 must contribute a mandatory 3 percent.
Employees hired on or before July 1, 1986 can voluntarily contribute up to an additional 4.5 percent, and if
hired after July 1, 1986 an additional 3.05 percent. This amount is deducted from employees' paychecks
and placed into an SPSP account for the employee. The City also matches these contributions. The Fiscal
Year 2023 Proposed Budget for SPSP is $14.7 million.
General members hired on or after July 1, 2009 but before July 20, 2012 receive a hybrid retirement plan
which includes a reduced defined benefit retirement plan as well as a defined contribution savings plan
with a mandatory employee contribution of 1.0 percent of payroll, which the City matches. New employees
hired on or after July 10, 2021, are also part of this plan. The Fiscal Year 2022 Adopted Budget for the City’s
contribution match is $1.5 million. This an increase of over $1.1 million from the Fiscal Year 2022 Adopted
Budget due to new hires joining this plan.
City Employees with offers of employment made on or after July 20, 2012 and before July 10, 2021, with no
prior City service, are placed in the SPSP-H Plan, which is being used as an Interim Defined Contribution
Retirement Plan for benefited employees. Eligible new hires who are non-safety employees are required to
contribute 9.2 percent of compensation to the plan, which is matched by a 9.2 percent employer
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contribution. For safety employees, the mandatory employee and matching employer contributions is 11.0
percent of compensation. The retirement benefits for a substantial portion of these employees will be
impacted by current negotiations related to the unwinding of Proposition B. The Fiscal Year 2023 Proposed
Budget for the City’s Interim Defined Contribution Retirement Plan is $29.1 million, which represents a
decrease of $788,000over the Fiscal Year 2022 Adopted Budget. A portion of these funds are expected to
be used to pay normal cost contributions once employees join SDCERS in early Fiscal Year 2023 (see
Proposition B Status below for additional information regarding unwinding of Proposition B).
Additionally, the Fiscal Year 2023 Proposed Budget includes $847,000 in the SPSP-H account for hourly
employees. Table 15 reflects a total budgeted amount of $44.7 million which includes SPSP, SPSP-H and
hourly SPSP-H contributions.
Lastly, City employees hired after July 10, 2021, with no prior City service, are now being placed in SDCERS.

Workers’ Compensation
State Workers' Compensation laws ensure that employees who suffer work-related injuries or illnesses are
provided with medical treatment and monetary awards. State Workers' Compensation statutes establish
this framework of laws for the City. The workers' compensation contribution in the Fiscal Year 2023
Proposed Budget is $34.7 million with no contributions to the reserves.

Risk Management Administration
The Risk Management Administration (RMA) rate was established to support the programs and services
provided by the Risk Management Department, which is an Internal Service Fund. These services include
the administration of Workers' Compensation, Public Liability and Loss Recovery, Employee Benefits,
Savings Plans, and Long-Term Disability. The Fiscal Year 2023 Proposed Budget for Risk Management
Administration is $13.4 million.

Medicare
Medicare is a federal tax established by the Federal Insurance Contributions Act (FICA) that all employees
and employers are required to pay. The application of this rate applies to all City employees and is based
on earned income, including any earned income related to overtime or other employee special pays. The
Fiscal Year 2023 Proposed Budget for Medicare is $14.7 million.

Employee Offset Savings (EOS)
Labor negotiations in Fiscal Year 2005 resulted in the reduction of the City's Retirement Offset Contribution;
in exchange, the savings the City realizes as a result of this reduction must be used to address the City's
pension UAL. Each City department is charged based upon its respective payroll and these funds are
transferred into the EOS Fund. The Fiscal Year 2023 Proposed Budget includes Employee Offset Savings of
$6.6 million, which is budgeted as an expense to all City departments and revenue to the respective funds.
The $6.6 million will be transferred to the General Fund to backfill the Tobacco Settlement Revenues
securitized in Fiscal Year 2006.

Retirement DROP
In accordance with the Deferred Retirement Option Program (DROP) adopted in Fiscal Year 1997, the City
is required to match 3.05 percent of the DROP participants' salary. The Fiscal Year 2023 Proposed Budget
for Retirement DROP contributions are $2.8 million or 3.05 percent of the current DROP participants’ salary
of $90.7 million.

Unemployment Insurance
Unemployment Insurance provides temporary unemployment benefits to eligible workers who are
unemployed and meet State law eligibility requirements to receive the benefit. The Fiscal Year 2023
Proposed Budget for Unemployment Insurance is $1.2 million.
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Retiree Medical Trust (RMT)
The Fiscal Year 2023 Proposed Budget for retiree health trust contributions is $1.0 million. General
members hired on or after July 1, 2009 must contribute 0.25 percent of payroll into a retiree medical trust,
which the City matches.

Long-Term Disability
Long-term disability is an employee benefit plan designed to provide partial salary replacement to eligible
employees who are unable to work due to a disability as a result of injury, illness, or pregnancy. The LongTerm Disability (LTD) contribution in the Fiscal Year 2023 Proposed Budget is $3.3 million. This contribution
funds the pay-go requirements for the LTD Fund; there are no reserve contributions to the LTD Fund in
Fiscal Year2023.

Proposition B Status
On June 5, 2012, City voters approved Proposition B,
a pension reform initiative amending the Charter.
While in effect, Proposition B prevented all
employees hired on or after July 20, 2012, other than
sworn police officers, from participating in the City’s
defined benefit plan. Instead, those employees were
only eligible to participate in a defined contribution
plan (“SPSP-H Plan”). In early 2021, the California
Superior Court invalidated Proposition B in a quo
warranto proceeding. The City is now in the process
of complying with the Court’s order to strike the
Proposition B provisions from the Charter and
conform the San Diego Municipal Code (“Municipal
Code”) and any related enactments accordingly.
The City must also comply with a directive from the
California Court of Appeal related to a ruling of the
Public Employment Relations Board (“PERB”). The PERB case was separate but related to the quo warranto
case that was brought forward by four of the City’s six Recognized Employee Organizations (“REOs”). PERB
had ruled that the City had violated the Meyers-Milias-Brown Act when it failed to meet and confer with the
REOs over the language of Proposition B prior to placing it on the June 2012 ballot and that the City must
make whole the affected employees.
On March 25, 2019, the Court of Appeal affirmed the PERB Order with the following modifications (the
“Modified PERB Order”): (1) the City must meet and confer with the REOs over the effects of Proposition B;
(2) until the completion of the bargaining process (including the exhaustion of impasse measures, if an
impasse occurs), the City must pay the affected current and former employees represented by the REOs
the difference, plus seven percent (7%) annual interest (“Interest Penalty”) between the compensation
(including retirement benefits) the employees would have received prior to when Proposition B took effect
and the compensation those employees received after Proposition B took effect (the “Make-Whole
Provision”); and (3) the City must meet and confer at the REOs’ request and is precluded from placing a
Charter amendment on the ballot that is advanced by the City that affects employee pension benefits
and/or other negotiable subjects until the bargaining process is complete.
Neither PERB, nor the Appellate Court, clearly defined how the value of the benefits under the Make-Whole
Provision should be calculated; meaning the ultimate cost to the City is the subject of negotiations between
the City and the REOs.
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On June 22, 2021, to comply with the judgment in the quo warranto action, in part, the City Council
approved amendments to both the Municipal Code and the SPSP-H Plan so that most employees hired
after July 9, 2021 will be placed into SDCERS, thereby limiting the number of employees subject to the MakeWhole Provision. This action applies to all newly hired employees except those represented by the Police
Officers Association (“POA”), so it does not affect the current pension benefits for sworn police officers (who
are already participating in SDCERS) or new police recruits (who will continue to be placed into the SPSP-H
Plan until they become sworn officers), subject to further negotiations with the POA.
On June 11, 2021 SDCERS’ actuary (“Actuary”) completed a preliminary analysis using data for the timeperiod July 20, 2012 through March 5, 2021 regarding eligible employees who were actively employed with
the City as of March 5, 2021. The analysis excluded affected employees who no longer work for the City, as
well as sworn police officers and police recruits. The preliminary actuarial analysis requested by the City
includes several actuarial and financial assumptions that could be the subject of negotiations between the
City and the REOs including, but not limited to, the investment rate of return, the discount rate, interest
earnings, and how each of the separate cost components and the corresponding offsets are calculated and
applied. Estimates in the preliminary actuarial analysis are likely to change based on the performance of
the financial market through the end of negotiations with the REOs and its impact on SPSP-H balances. Any
one of these assumptions could significantly alter the Make-Whole Provision costs to the City and such
costs could be material.
On January 31, 2022, the City Council approved a joint agreement with two of the City’s REOs, the San Diego
Municipal employees Association (MEA) and AFSCME Local 127 (Local 127), regarding the unwinding of
Proposition B for current employees hired on or after July 20, 2012 and before July, 10, 2021. The
agreement concerns the prospective participation in SDCERS for these employees, the purchase of service
credit for the period of time the individuals were City Employees but not eligible to participate in SDCERS
due to Proposition B (PERB’s Make-Whole Provision), and the Interest Penalty calculation. The agreement
provides MEA and Local 127-represented employees with a one-time, irrevocable option to remain
participants in an amended SPSP-H Plan in lieu of participating in SDCERS, prospectively. Those employees
who elect to participate in SDCERS will be required to purchase all missed years of service credit for the
time they were employed by the City in an eligible standard hour position, but excluded from participation
in SDCERS due to Proposition B. The purchases of service credit will be accomplished through mandatory
transfers of SPSP-H account balances, with the City responsible for any shortfall in funding if the SPSP-H
account balances are not sufficient to fully purchase the service credit. The Interest Penalty required as
part of the Modified PERB Order will be calculated on an individual basis, then combined as an aggregate
amount by REO following inclusion of adjustments to the Make-Whole amounts, and will be reallocated to
all impacted employees based on years of service. These employees are expected to begin participation in
SDCERS on or around July 9, 2022 and will also be enrolled in the City’s 401(a) Plan, which is a defined
contribution plan with a mandatory employee contribution of one percent (1%) of compensation and
matching City contribution. The Council also approved the extension of the terms of the agreement with
MEA and Local 127 to unclassified, unrepresented employees, with the exception of the Interest Penalty.
The City Council action described above is anticipated to cost approximately $62.9 million. The estimate is
based on payroll data and SPSP-H Plan balances as of March 2021, which will be updated through July 9,
2022 to determine the ultimate cost to the City. If the terms of the agreement were applied to all REOs,
except those represented by the San Diego Police Officers Association, the Citywide estimated cost would
be $80.7 million, sixty percent (60% or $48.4 million) of which would be paid from the City’s General Fund.
Actual costs will vary based on ongoing negotiations with the remaining REOs, updated payroll data,
updated SPSP-H Plan data, updated actuarial calculations, as well as the number of impacted employees
electing to participate in SDCERS. Some or all costs associated with these agreements could be required to
be paid upfront in Fiscal Year 2023 or amortized over time, depending on future actions taken by the
SDCERS Board.
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Once the City reaches agreements with the REOs, eligible employees are largely expected to join SDCERS.
General members will likely receive the existing hybrid retirement plan that includes joining an existing tier
of the defined benefit retirement plan that was in effect prior to July 20, 2012, as well as the City’s 401(a)
Plan. Safety members will likely only receive a defined benefit retirement plan.
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