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Reforming San Diego City Government

After years of neglecting maintenance of 
our streets, sidewalks and public facili-
ties, city government must commit dedi-
cated financing for and improved man-
agement of city infrastructure.

Over the years as the City of San Diego’s financial problems have 
worsened, the city has neglected to properly maintain its assets and 
neighborhood infrastructure, resulting in a deferred maintenance 
backlog. 

The impact to our quality of life has been significant.  In a 2007 survey, 
only 38% of the City of San Diego roads were found to be in an 
“acceptable” condition.  

Underfunding maintenance today only shifts (and increases) costs to 
taxpayers in the future. Deferring maintenance on neighborhood 
infrastructure creates future liabilities and costs when the backlog is 
finally confronted from a budgetary standpoint. The growth in cost 
occurs because of accelerated asset deterioration resulting from a lack of maintenance. In turn, this can cause shorter 
asset lifecycles and the need for total replacement or capital repair. 

The city’s infrastructure liability should be treated as seriously as our pension liability – with a rigorous financial 
assessment and monitoring.  More importantly, the City must begin to shift its budget resources from labor costs back 
to infrastructure investments.

FY 2012 Changes
Reform 8.1 Begin Proper Accounting of and Budgeting for Infrastructure Deficit
The city’s backlog of infrastructure needs has been estimated at over $1 billion, but this calculation is misleading as it 
excludes assets such as sidewalks.  (The city excludes items such as sidewalks in order to avoid the legal responsibil-
ity of addressing the problems immediately.1) 

Furthermore, the city has yet to address deferred maintenance from a comprehensive financial liability perspective. 
Assuming that asset deterioration impacts maintenance cost, foregoing maintenance (much like underfunding 
payments to pension systems) causes an increase in costs or the need to replace assets earlier than the end of 
expected lifespan  (borrowing money to do so). The end result is an overall more expensive strategy for taxpayers.2, 3

Perhaps more importantly, the city has yet to identify the quantitative year-over-year trend of this liability. Given that 
asset deterioration (and the associated cost) functions much like interest from a budgetary perspective, the growth 
rate of this liability must be identified in order to ensure a sufficient budgetary allocation to at least keep the liability 
from growing year over year 4.  

It is important to note that the City Council has already expressed its desire to approach the deferred maintenance 
backlog from this perspective. On February 22, 2010, the City Council adopted eleven guiding principles to “guide the 
development of a comprehensive plan over the next several months to eliminate the City’s structural budget deficit.”5

1  See June 29, 2009 Report from Public Works Department, pg 22  Blue Ribbon Committee on Finances, February 2002, pp. 24-27.3 San Diego City Auditor Performance Audit of the City’s Street Maintenance Functions. October 26, 2009. 4  See Audit Committee Actions, November 9, 2009, Item 1. 5  See IBA Report 10-18 and Resolution R-305615

Commitment 8: Rebuilding City InfrastructureCommitment 8: Rebuilding City Infrastructure
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Principle #11 states that the City should:

 “Develop a plan to fund deferred capital infrastructure and maintenance needs to reduce the current backlog, 
 identify the level of funding necessary to prevent the problem from growing larger, and reduce the potential of 
 increasing costs…”   

We believe that the when the City applies a strategic and data-driven approach toward the level of funding allocated 
for regular and deferred maintenance, long-term maintenance costs will be minimized due to the maximization of 
asset lifecycles through proper upkeep, providing taxpayers with the best possible value. In order to accomplish this 
goal, however, the required level of funding and the impact of inadequately funding ongoing and “catch-up” costs must 
first be understood. 

Reform 8.2 Create a Single “Streets Department” for Improved Infrastructure Management
The Roadmap to Reform endorses the idea to consolidate all functions relating to the maintenance of city streets into 
one single department.  Currently the functions with responsibilities for city streets are scattered across several 
offices.  This challenge has been identified in a City Auditor report – and a consolidation in now underway. 6

Furthermore, the City Auditor has released a report on one of the three main components of the city’s acknowledged 
deferred maintenance backlog: streets 7. The Auditor’s report highlights many aspects of the city’s street maintenance 
and repair operations requiring improvement, concluding that the strategy employed by the city could cause the “costs 
of maintaining streets [to] greatly increase over the long term should deferred maintenance needs not be strongly 
addressed.” The audit also documents that opportunities for improvement exist within the streets division that would 
allow for the most efficient use of budgeted funds for the maintenance and deferred maintenance related to streets. 

By the end of FY 12, the Mayor and City Council should insist upon full implementation of the recommendations 
identified by the City Auditor to improve management of city street repairs and maintenance.

Long-Term Changes
Reform 8.3 Adopt a Five Year Spending Cap With An Infrastructure Financing Reserve
The Roadmap to Recovery provides a five-year fiscal forecast projecting revenues and expenditures in the City’s 
General Fund.  If the economy recovers, any increased revenues received above the forecast contained in the current 
budget package should be set aside into the reserve account to be spent exclusively on repairing San Diego’s infra-
structure.

To instill spending discipline, and to lockbox funds for repairing neighborhood infrastructure in this manner, the follow-
ing ballot measure should be placed before the voters at the next election:

 Section XXX: Infrastructure Financing Lock Box

 There is hereby created an Infrastructure Financing “Lock Box” Fund in the General Fund for the purpose of 
 reducing the deferred maintenance liability in city infrastructure.

 Beginning with FY 2012 and continuing through FY 2016, any increase in General Fund revenues above 2% 
 per annum shall be deposited in the Infrastructure Financing “Lock Box” Fund for the purpose of rebuilding 
 core city infrastructure.  

 In expending funds from this Infrastructure Financing “Lock Box” Fund, the Mayor and City Council shall make 
 every effort to leverage funds to facilitate the maximum level of investment in infrastructure.  In selecting 
 projects to be funded from the “Lock Box” Fund, the Mayor and Council shall give priority to repair of streets, 
 sidewalks, and public facilities.

 The City Auditor shall verify that the appropriate amount of funds are deposited annually into this reserve 
 account and shall audit the use of the funds to ensure funds are used solely for infrastructure repair and 
 improvement.

6  See September 7, 2010 memo from Public Works Department. 
7  “Performance Audit of the City’s Street Maintenance Functions.” San Diego City Auditor. October 26, 2009. 
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Opportunities for funding and delivery 
of some city functions should be ex-
plored for consolidation between the 
City and the County government, Port of 
San Diego, and Redevelopment Agency.

San Diego taxpayers are the shareholders of all local government 
entities – such as the city government, school district, County govern-
ment, Port and Redevelopment Agency.  Taxpayers also stand to 
benefit from a collaborative effort among these agencies to produce 
the most efficient and integrated services possible.  

We believe that there are numerous opportunities for improved 
coordination and collaboration across government entities around the 
San Diego region.

FY 2012 Changes
Reform 9.1 Seek to Improve General Fund Benefits from Centre City Development Corpora-
tion (CCDC)
The City has been successful in protecting the General Fund by transferring annual Petco Park debt service to CCDC. 
We believe that additional opportunities exist for holding the redevelopment agency and CCDC accountable for 
serving the public interest.

Recent actions taken by the State have raised the cap for the downtown redevelopment area. Unfortunately, this cap 
increase carries risks for San Diego taxpayers. The City Council had originally approached a cap increase with the 
express desire to build in mechanisms to protect the General Fund from lost revenues.  

The City can take action to help ensure that the cap increase does not negatively impact the General Fund due to lost 
property taxes. It is not enough protection to taxpayers simply to say the cap increase will facilitate economic develop-
ment – and in turn generate hotel tax and sales tax revenues for the General Fund.  Those revenues are not part of 
the cap deal – property taxes are.  

In FY 2012, the Mayor and City Council should adopt the following reforms:

 Petco Park: Require that all remaining debt payments for Petco Park be assumed and paid entirely by the 
 Redevelopment Agency.  Currently, five years of debt payments have been approved (FY 2009 – FY 2013). 
 This decision would make the debt payment arrangement permanent and will provide major General Fund 
 benefit beginning in FY 2014 – reducing General Fund expenses by $11.3 million in that year.1 

 Convention Center: Commit to exploring all legal avenues to transferring remaining debt service for the 
 Convention Center from the General Fund to the Redevelopment Agency.  While CCDC was not directly 
 involved in the Convention Center, the case can easily be made that this asset generates property tax 
 revenues by supporting existing and proposed hotels in the CCDC project area.  Despite legal hurdles, the 
 possibility has been raised that expanding the Convention Center may provide a means to consolidate 
 outstanding debt on the facility and transfer it to CCDC.2

 
 The City currently contributes approximately $9.2 million toward the debt service for the Phase 2 Convention 
 Center expansion of the Convention Center. The Unified Port of San Diego currently contributes $4.5 million 
 annually, for a total debt service payment of $13.7 million per year that will not be retired until April of 2028.

1 See IBA Report 09-16.2  See City Attorney Memorandum MS 59. June 10, 2010.

Commitment 9: Regional Government SolutionsCommitment 9: Regional Government Solutions
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 However, the Port’s contribution is scheduled to expire, and the entire debt service burden will be the respon-
 sibility of the City beginning in FY 2015. As a result, the successful outcome of this decision could provide 
 major General Fund benefit of at least $9.2 million annually, and up to $13.7 million annually beginning in FY 
 2015.

 Repayment of Community Development Block Grant (CDBG) Debt 
 The City will receive a total repayment of $78.8 million, made over a 10-year period from CDBG loan repay
 ments from the redevelopment agency. These payments will be treated as program income to the City’s 
 CDBG program, and include several other conditions.3   

 While CDBG monies can be used to support a variety of General Fund expenses, it should be recognized 
 that transferring these payments can be complicated due to restrictions imposed by the U.S. Department of 
 Housing and Urban Development (HUD).

 Repayment of Non-CDBG Agency Debt
 The Redevelopment Agency “currently holds approximately $40.2 million in non-CDBG long-term debt to the 
 City, including principle and interest.”4  Given the downtown redevelopment area’s recent cap increase, we 
 recommend that a repayment plan for this debt to be considered by the City Council at a date in the near 
 future, as a significant opportunity for generating an additional General Fund revenue stream may exist. 

Reform 9.2 Push the Port District to Continue $4 Million in Support for Convention Center
We are concerned that the proportionate share of revenues generated by the Port District from properties located 
inside the City of San Diego may not match the proportionate value received by San Diego city taxpayers.  

As mentioned above, the Port currently provides a $4.5 million payment to assist the city with debt service on the 
Convention Center, which is set to expire in FY 2014.  The Port derives significant benefit from the Convention Center 
– including parking revenues beneath the Center and lease rates from hotels supported by the Convention Center.  

In FY 2012, city leaders should aggressively pursue an agreement to continue the $4.5 million payment from the Port 
for the Convention Center debt service.  If debt service is transferred to the Redevelopment Agency as planned, this 
contribution payment should be considered for use in supporting the operating costs of the Convention Center – 
which currently are subsidized by the General Fund at approximately $4 million annually.

Long Term Changes
IN PROGRESS – ADDITIONAL REFORMS IN DEVELOPMENT

We believe that a number of additional ideas should be explored for transforming how local government entities work 
together to serve taxpayers more efficiently and effectively.  These include:

 Exploring the pros and cons of dissolving the Port of San Diego – with responsibility of Port functions within 
 the City of San Diego reverting to city government, along with all the lease revenues for those properties to 
 be used exclusively for the benefit city taxpayers
 Consolidating the Harbor Police with the San Diego police department and lifeguard service
 Transferring prosecution of misdemeanor crimes from the City Attorney’s Office to the District Attorney
 Consolidation of support functions between the county and the city (e.g. auto maintenance, facilities man-
 agement, energy supplies, contracting vehicles, etc.)

3  See IBA Report 10-17.4  Ibid.

Departmental 
Budget Line Item FTE 

Impact 
General Fund 

Savings 
Redevelopment 

Agency 
Repayments/Expenditure Transfers NA  $3,000,000 
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Reforming Elected Official Pensions and 
Reducing Mayoral and Council Expenses

FY 2012 Changes
Reform 10.1 Close the Defined Benefit Plan for Politi-
cians and Establish a 401(k) Plan
Elected officials currently receive the richest retirement multiplier of 
any city employee classification.  

While we have previously proposed overhauling the current pension 
and contribution subsidy provided to elected officials, we propose 
the following amendment to the Municipal Code be made as part of 
this plan:

 §24.1708 Elected Officer Retirement Plan Effective December 1, 2010
 Any Elected Officer who takes office after December 1,2010 shall not be eligible to enroll in the retirement 
system provided for in Sections 24.1701 through 24.1707.

 Any Elected Officer who takes office after December 1,2010 shall only receive a retirement allowance in the 
form of an employer contribution to match up to 7% of the annual base salary of that Elected Officer. For any year 
when the City of San Diego makes payments on behalf of Elected Officers into the federal Social Security system, the 
match shall be capped at no more than 3% of the annual base salary of the Elected Officer.

Reform 10.2 Eliminate Taxpayer Subsidy of Politicians’ Pensions
While the “offset” for elected officials has been eliminated, this reform falls short of requiring city politicians to pay an 
equal share toward the cost of their pension benefits.

As recently as 2002, the Municipal Code section §24.1704 has been clarified to “cap” the pension contributions of 
elected officials. This cap causes the contribution determined by the retirement system (SDCERS) to be calculated at 
rates lower for elected officials than for other city employees – generating an additional subsidy.

The City Council should immediately implement the following reform:

 §24.1704 Contribution Rate
 The City Auditor and Comptroller will shall withhold from the wages or salary of a Elected Officer who 
 becomes a Member of this System an amount necessary to ensure compliance with the substantially equal 
 requirement of City Charter Section 143 8% of his or her Base Compensation, which will be deposited in the 
 Retirement Fund and credited to the individual Member’s account. No Elected Officer Member shall be 
 eligible to purchase service credits. The employee contribution rate will also be 8% of Base Compensation for 
 any purchase of prior service as an Elected Officer Member. 

 Any Elected Officer in office as of the passage of this ordinance shall provide the City Attorney a waiver of the 
 right to receive the 8% contribution cap previously established in the Municipal Code.

 For any Elected Officer who fails to provide such a waiver by November 1, 2010, the City Comptroller shall 
 reduce that Official’s Base Compensation by an amount equal to the difference between one-half of the 
 annually determined Normal Cost of that Official’s retirement and the amount determined by the contribution 
 rate in effect prior to the amendment of this section. 

Commitment 10: Leading by ExampleCommitment 10: Leading by Example
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Reform 10.3 Cut Mayoral and City Council Budgets by 10%
The City of San Diego currently funds 126 budgeted positions to cover all operations of the City Council and Mayor. 
These positions include elected officials, policy advisors, community representatives and administrative staff. These 
positions are divided across several departments including individual Council Districts, Community and Legislative 
Services, the Office of the Independent Budget Analyst (IBA), and Council Administration. 

While the FY 2011 Proposed Budget required a corrective action to City Council office budgets, the FY 2011 Adopted 
Budget still understates Council budgeted expenditures by adding “revenue” to Council budgets, entitled “Adjustment 
to Approved Levels.” This analysis accounts for these adjustments, showing budgeted expenditures of $16.2 million 
to fund these departments.1, 2, 3 

Comparison of the City of San Diego to other major U.S. cities shows that several appropriate significantly less to 
Council and Mayoral operations than the City of San Diego. Consequently, we believe the City can save at least 
$1.38 million (8.5 %) of this funding through careful examination of current budgets and operational efficiencies. 
Given the severity of current budgetary circumstances, however we recommend a 10% savings target spread across 
these departments.

When including the budget adjustment for fringe, City Council related expenditures are budgeted to increase by $1.85 
million (17.08%) over FY 2010 budget levels. 

The Mayoral budget is comprised of the Office of the Mayor and the Community and Legislative Services Depart-
ment. 
 
1 IBA Report 10-37 2 IBA Report 10-43 3 Our review finds $634,472 in Council budget revenue adjustments explicitly called-out in the FY 2011 Adopted Budget.

Department FY 2011 Budget Positions 
City Council Districts $8,508,564 80.50 

City Council Administration $1,925,987 12.88 
Independent Budget Analyst $1,618,787 10.00 
Adjustment to Approved Levels $634,472  

Total $12,687,810 103.38 
 

City Council Pension Costs (Expressed as % of Payroll) 

Base Pay: FY 2011 Budget $75,096 
Employer Rate 30.53% $22,927 
Member Contribution Rate 9.06% $6,804 
Total Normal Cost Rate 39.59% $29,731 
City Offset (Reflects Recent Elimination) 0.00% $0 
Net Normal Cost (City) 30.53% $22,927 
Net Normal Cost (Councilmember) 9.06% $6,804 
FY 2011 UAL Rate 39.15%  $29,400  
FY 2011 GRAND TOTAL  

$59,131 
Total FY 2011 Pension Cost (City) 69.68% $52,327 
Total FY 2011 Pension Cost 
(Councilmember) 

9.06% $6,804 

Sources: City of San Diego FY 2011 Budget and SDCERS June 30, 2009 
Actuarial Valuation 
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The FY 2011 budget for Community and Legislative Services represents an increase of $241,220 (7.80%) over FY 
2010 budget levels.

City Council Districts/Community and Legislative Services
During the initial stages of the implementation of the City of San Diego's Mayor-Council form of government, City 
leaders were careful to maintain the balance of power between the City's redefined executive and legislative branches 
by creating the Office of the Independent Budget Analyst and securing comparatively equal funding for Mayor and 
Council supportive staff. By doing so, they solidified the system of checks and balances established by the Mayor-
Council governance form. For this reason, we find that in the absence of strong reasoning to the contrary, all cuts to 
Mayoral or Council supportive staff should be made in equal proportions. Consequently, we recommend that the 
budgets of City Council Districts and Community and Legislative Services should each be cut by at least 8.6%.

City Council Administration
The City Council currently maintains six Committees for the purpose of evaluating specific issues within the City: 
Rules Committee, Natural Resources and Culture Committee, Public Safety and Neighborhood Services Committee, 
Land Use and Housing Committee, Budget and Finance Committee, and Audit Committee.

Formation and operation of Committees are governed by Article 2, Division 1, Rule 6 of the City's Administrative code. 
Rule 6.6 outlines the use of committee consultants and legislative analysts by a Committee and its members. 
Although committee consultants and legislative analysts are distinct and separate positions, their assignment of 
responsibilities under Rule 6.6 involves similar tasks. 

Committee consultants are provided by the Council Administration Division and are tasked with the administrative 
duties associated with the operations of a specific Committee. In addition to administrative duties, committee consul-
tants “shall, when directed by the committee chair, prepare an objective informational analysis addressing both the 
policy and fiscal considerations of any matter that is reviewed by the committee.” Legislative analysts are provided by 
the Office of the Independent Budget Analyst and “may be assigned to provide policy analysis and reports on legisla-
tion initiated by the Council, provide policy related research and analysis on legislation initiated by the Mayor and 
independent departments, and conduct any special studies as requested by a majority of the Council.” 

As both committee consultants and legislative analysts have been tasked with the responsibility of providing policy 
analysis for the Council, the operations of Council Committees could be made more efficient by consolidating these 
responsibilities into one position. If all policy analysis responsibilities were assigned to legislative analysts, committee 
consultants would have a greater capacity to address administrative duties. Under the current provisions of Rule 6.6, 
each Committee must be assigned a committee consultant; however should the capacity of committee consultants to 
address administrative duties be increased; a single committee consultant could serve multiple Committees with a 
limited impact to service quality. Requiring each committee consultant to serve two Committees as opposed to one 
could allow the City to reduce its staffing needs in this area by 50%. The Council Administration Division's current 
budget for committee consultants is $458,355; therefore, a 50% reduction in staffing could result in approximate 
savings of $229,178. 

Office of the Independent Budget Analyst
Reassignment of committee consultant duties to IBA staff will likely place an increased burden on this office. Recog-
nizing this, we recommend that the IBA budget be reduced by a significantly smaller proportion (4.7%) than other 
Mayoral and Council supportive departments. This smaller reduction is offset by a comparatively larger reduction 
(11.9%) to the Council Administration budget. 

Department FY 2011 Budget Positions 

Office of the Mayor $94,074 1.00 

Community and Legislative Services $3,408,650 21.67 

Total $3,502,724 22.67 
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Proposed 10% Cut
However, given the severe budgetary issues currently faced by the City, we are recommending an additional 
$234,758 in budget cuts to obtain a full 10% budget reduction, but in the same proportion to the recommended cuts at 
the 8.55% level.

**Assumes a net reduction of 18-20 staff

Long-Term Changes
Reform 10.4 Create 9th City Council District in “Budget Neutral” Manner
In June 2010, voters overwhelmingly approved the Strong Mayor-Strong Council form of government and created a 
9th City Council seat.  Councilmember DeMaio has proposed that the cost of the 9th City Council district office be 
“budget neutral” – with commensurate reductions in other Council budgets to accommodate for the cost of an added 
Council office.  This change would occur in the FY 13 budget.
 

Department 
FY 2011 
Budget 

Reduction  

(Minimum Level) 
Reduction  

(10% Level) 

City Council Districts $8,508,564 $731,737 8.60% $855,830 

Adjustment to Approved Levels $634,472 $54,565 8.60% $63,818 

City Council Administration $1,925,987 $229,178 11.90% $268,043 

Independent Budget Analyst $1,618,787 $75,672 4.67% $88,505 

Office of the Mayor $94,074 $0 0.00% $0 

Community and Legislative Services $3,408,650 $293,144 8.60% $342,857 

TOTAL $16,190,534 $1,384,296 8.55% $1,619,053 

 

Proportionate 





“Taxpayers deserve a genuine commitment from their elected leaders 
to fix the city’s financial problems once and for all. 

Together we can build a city government 
we can be proud of again!”

Carl DeMaio

For updates on Councilmember Carl DeMaio’s efforts to reform city government,
visit www.sandiego.gov/cd5


