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SUMMARY OF INSTRUCTIONS

My initial budget guidance, released on December 13" as Budget Memo 1, directs bureaus to focus on
working collectively to transition our government and to refrain from submitting any General Fund
discretionary add packages in the January 26" requested budget submissions to the City Budget Office.
This budget memo provides:

e anoverview of the budget process as we transition our form of government.

e my guidance for ongoing General Fund discretionary resources, one-time resources, and Capital
Set Aside.

e the status for Recreational Cannabis funded decision packages.

| know there are questions on the future of the City’s budget process as we prepare to transition our
form of government over the next two years as the development of the City’s annual budget is one of
the few citywide processes we have in our current form of government. In this memo | will provide
some of the high level principles and check points to help communicate where | anticipate the City’s
annual budget process will overlay with the organizational changes brought by the approved changes to
the City’s Charter.

The City’s budget process must meet the legal requirements of state and local budget law every fiscal
year so we can levy taxes, collect revenues in accordance with fee structures, and set utility rates to
support delivery of city services. The steps we take today represent the start of the process to build a
successful transition of government for the first City Administrator and elected Mayor and Council in
January 2025. We all share a collective responsibility to the voters: they expect us to be working towards
setting up systems for success in the new Charter, whether it’s organizational change, service delivery

change, or mitigating financial risks to the City over the next 24 months.

We must be prepared to budget and operate in a new structure as the new Council will be seated in the
middle of FY 2024-25. The table below provides a very high-level initial overview of the work ahead



over the next six to nine months as we take the first steps to transition to a central administrator form
of government. Further details of the component steps will come through the Office of Management

and Finance’s transition team.

eAlignment into five service
areas

*Begin working as a unit in the
service area

eContinue program reviews

*Begin organizational &
management structure
conversations

*Work sessions to discuss
program and service
realignment potential

eQOrganizational changes with

budgetary impact will be
incorporated in CAL for FY

eDetermination of options for
Council consideration

*Present opportunities and
challenges as a service are in

the March Budget Work 2024-25
Sessions *CAL Target information would
*Reviews of programs in service be part of Fall BMP

areas

Service Area Framework and CIC assignments as of 1/1/2023

As indicated in the assignment memo released December 30, 2022, bureaus have been reassigned per
Mayor’s Executive Order available here. The service area framework will be used for the presentation of
budget work sessions in March 2023. Each service area will have up to three hours to present.
Additional technical instructions will come from the City Budget Office in partnership with the Office of
Management and Finance transition team in February.

General Fund Decision Packages

The December General Fund discretionary forecast anticipates $6.5 million in ongoing resources. There
are no expected additional one-time resources, and due to actions in the Fall 2022 Supplemental Budget
and General Fund Ordinance, there is no one-time capital set-aside resource.

Ongoing General Fund Discretionary Funds

The December forecast for $6.5M of new ongoing resources will allow very limited investments in my
administration’s three top priority areas for the City in FY 2023-24. My three priority investment areas of
the $6.5 million of new ongoing General Fund resources are:

1. Resources to restore funding for 43 sworn officer positions

2. Future support for municipal government services resulting from changes to the City Charter as
approved by voters on November 8, 2022

3. Additions of one-time and ongoing support for continued trash and graffiti abatement,
temporary shelters, and future operations

| understand it is likely that bureaus will have several additional operational requests for new resources
that significantly exceed the available forecast of $6.5 million and my priorities above. At this point in
time, | am not requiring bureaus to submit percentage based or across the board reduction proposals.

Commissioner’s-in-Charge may offer reductions in order to realign program funding within their service
area. | encourage this process as the desired approach for the conversion of one-time resources into on-



going programs within the service area. However, | want to be clear that this is not a requirement at this
pointin time.

New Ongoing Funding Requests

As a city in transition, it is my instruction to bureaus receiving General Fund Discretionary resources that
we focus on a status quo (Current Appropriation Level) budget for FY 2023-24. The primary reason for
this policy directive is the current forecast for ongoing General Fund discretionary growth is less than 1%
of the City’s discretionary resources and our bureaus are currently working to spend down and adjust to
a post-pandemic and recovery stage in our City while also transitioning our form of government. There
may, over time, be additional opportunities for leveraging outside or non-general fund resources to
support city services, however at this point in time we’re aiming to work with the funding streams at
present.

At this time, due to the lack of new ongoing funding and the priority investment areas listed above, | am
not receiving decision packages for new ongoing General Fund resources in FY 2023-24.

| cannot stress the importance of adhering as closely as possible to a status quo CAL target framework as
we all work towards the transition to the new form of government. We have limited resources and time
to inform decisions on the allocations of the available General Fund Discretionary funds.

New General Fund One-time Requests

The City has experienced unprecedented one-time resources over the past two years: pre-pandemic the
amount of new one-time resources averaged $10.2 million per year, and in FY 2022-23, the City
appropriated $247 million of one-time General Fund and ARPA resources across the City. Several
appropriations were for projects or programing that may span more than one fiscal year. However,
there will be an eventual expiration of current one-time programming across the City over the next two
years.

Throughout this budget process, | will be working with Council Offices and Bureau leadership to ensure
the financial decisions with current one-time resources are made to reduce exposure of a financial cliff
when the one-time funds eventually expire. As with my instructions for new ongoing proposals, | am
likewise not asking for new one-time proposals through a formal decision package process.

There is time in the development of the Mayor’s Proposed Budget where one-time resources may
become available:

e Spring BMP program carryover. Bureaus may request to appropriate current year
underspending for encumbrance and program carryover into next fiscal year for a one-time
program or project. This is subject to Council approval of the Spring BMP, which is timed to
occur prior to the release of the Proposed Budget on May 4, 2023. Bureaus should be prepared
to provide status reports on expiration of one-time funds to the Budget Office in February. This
will be further refined with a bureaus Spring BMP submission. The FY 2022-23 Budget did allow
for 2-year project planning for General Fund and ARPA resources. Similar to the guidance for
single-year appropriations, bureaus should be prepared to carryover the resources supporting
the second year to recognize the second year of the obligation.

e February and April Forecasts. The City Economist provides revisions to the December forecast in
February and April. Generally, these forecasted resources may result in limited amounts of new
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available resource; recent budget cycles have yielded more revenue due to unusual economic
circumstances and delayed tax filing dates. One-time resources are largely governed in City
Financial policy, specifically for allocations of one-time resources going towards one-time
projects or uses. FIN 2.03 provides further instructions for where 50% of one-time revenues in
excess of forecasted amounts will go towards the capital set-aside program for infrastructure
investments.

At present there is no one-time resource available in the forecast, and the timing of the Spring BMP in
April means any requests to pull forward one-time resources from FY 2022-23 would be presumptive to
Council decisions on the Spring BMP. Should one-time requests of this nature be approved in the Spring
BMP, the program carryover will be incorporated in the Mayor’s Proposed.

Cannabis Fund Requests

The December forecast for the Cannabis Fund calls for a 5% reduction based on the slowed growth in
resource collection forecasted over the next five years. Due to the lack of new resources, no requests for
new cannabis funds should be submitted in FY 2023-24. In order to close deficit, | am first working with
ongoing program managers to determine if programs that have not yet started are best positioned for
reduction in order to avoid requiring reduction decision packages from other programs supported by
this resource. There are no reduction packages required for programs funded by cannabis tax resources
at this time.

The Budget Process Overview - Working Towards FY 2024-25

These service area groupings are new for FY 2023-24, and | anticipate leaving the groups intact for FY
2024-25 and FY 2025-26 (this is the first full year for the new form of government). It is important that
we start this transformation of government in FY 2023-24 recognizing that this will be a conversation
stretching for two annual budget development cycles. As articulated in this memo, there will be
conversations on service delivery realignments over the next two years. It also is a reality that there are
areas of needed investment, and there will need to be eventual conversations and decisions for
combining programs and services, and this includes the potential for sunsetting some services to
reallocate resources in favor of other services.

FY 2024-25
FY 2024-25 DPs
base CAL prioritized by

Fall Work December
Sessions for CAL
Collaborative incorporates
Service Area any org

Reviews changes

2023-24 CAL .
represents Service Area.

first pass at May include
CAL Reorgs Adds/Cuts/R
eaginments

Budget

The process flow chart above is intended to provide bureau leadership with the overall framework of
when the next steps in transitioning our government will intersect with the City’s annual budget
development process. The Fall BMP will recognize carryover funds in September 2023 and also focus on
the determination of programmatic realignments to move forward as CAL targets in time for the
December forecast for the General Fund.




