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BUDGET MESSAGE

Honorable Mayor Arreguin, Members of the City Council, and Berkeley Residents:

The Adopted Fiscal Years 2023 and 2024 (“FY 23 & FY 24”) operating and capital
improvement program budget for the City of Berkeley is presented herein and
incorporates revisions from the Proposed Biennial Budget as approved by the City
Council on June 28, 2022. As part of the budget adoption, Council approved funding for
the Mayor’s Supplemental Budget Recommendations and other recommended items as
summarized in the “Adopted Tier 1 Funding” matrix (“matrix”) located on page 13 of this
document. These funded items advance Council priorities, address critical operational
and infrastructure needs and support the delivery of citywide services and programs.

Funding Recommendations and Council Priorities

As part of the budget process, City departments requested additional General Fund
support over their baseline budgets to enhance service delivery, to respond to
legislative mandates and to implement special projects. In addition, the City Council
approved budget referrals throughout the year that were also considered as part of the
budget process. These various funding requests were presented to Council as part of
the FY 23 & FY 24 Proposed Budget and prioritized using a tier system, with Tier 1
categorized items recommended for funding based upon available resources.

Tier 1 items also refer to requests that pertain to a federal, state or locally mandated
function; address public health and safety, critical operations and/or critical
infrastructure needs; or generate revenue, are grant funded or leverage additional
funding. In addition, Tier 1 items support the implementation of the City’s strategic plan
and Council initiatives. The matrix outlines funding for augmentation of City staff,
operational items and capital projects based upon these criteria.

Reimagining Public Safety Initiative

On July 14, 2020, the City Council made a historic commitment to reimagine the City’s
approach to public safety with the passage of an omnibus package of referrals,
resolutions and directions. Following this initial direction, Council provided additional
guidance, including most recently on April 21 and May 5, 2022 respectively, based upon
the work of the Reimaging Public Safety Task Force and the National Institute for
Criminal Justice Reform recommendations. As a result, the biennial budget allocates
funding to continue this goal and implement the Reimagining Public Safety pilot
program. This includes establishing the Diversity, Equity and Inclusion Unit within the
City Manager’s Office, funding for staffing within HHCS, Police and Public Works,
dispatch and 911 calls needs assessments, support for community organizations for
violence prevention and youth services and respite from gender violence and other
programmatic components. The Strategic Plan also incorporates efforts by multiple
City departments working collaboratively to achieve a new and transformative model of
positive, equitable and community-centered safety for Berkeley.



Strategic Plan Goals
The Strategic Plan is the blueprint for the organization. It reflects Berkeley’s values,
provides a framework for the work that City employees accomplish and guides the City’s
budget allocation process. Examples of funding allocated as part of the adopted budget
that help advance these ongoing goals include limited-term staffing and consultant
support for transit-oriented development and affordable housing of the BART sites;
project-based staffing to manage the State-funded encampment grant, Project
RoomKey and other services for the unhoused; the development of a social housing
policy; and the funding of electric charging infrastructure for the City’s fleet of electric
vehicles to address climate change and protect the environment. The latter is just one
example of the City’s efforts to continue to implement its climate action plan to help
create a healthy and equitable urban community. Moreover, the biennial budget
includes funding to support all of the City’s goals:
= Create affordable housing and housing support services for our most vulnerable
community members
= Be a global leader in addressing climate change, advancing environmental
justice, and protecting the environment
= Champion and demonstrate social and racial equity
= Provide an efficient and financially-healthy City government
» Provide state-of-the-art, well-maintained infrastructure, amenities, and facilities
= Foster a dynamic, sustainable, and locally-based economy
= Create aresilient, safe, connected, and prepared City
= Be a customer-focused organization that provides excellent, timely, easily-
accessible service and information to the community
= Attract and retain a talented and diverse City government workforce

Capital Infrastructure Needs

The City maintains 215 miles of streets. Annual funding for street paving is typically $7.0
million per fiscal year in recurring funding from both state and local sources. In addition
to streets, the City maintains an extensive portfolio of capital assets that contribute to
the City’s vibrancy and enhance the community’s quality of life including 53 miles of
bicycle infrastructure; 50 acres of Marina harbor, 54 parks, 63 play areas, 38 public
restrooms, 4 community centers, 3 resident camps and 2 pools.

As reported in the March 16, 2021 report to City Council on the City’s Unfunded Liability
Obligations and Unfunded Infrastructure Needs, due to a combination of the age of the
City’s infrastructure and limited resources allocated to infrastructure, the City’s unfunded
needs tied to infrastructure have increased over the years and is anticipated to range
around $1.1 billion from FY 2022 to FY 2026.

The Adopted Budget includes funding of $18.3 million for street rehabilitation in FY 23,
which includes $7.1 million from the CIP Fund ($2.1 million baseline and $5.0 million
additional funding), State gas tax, Measure BB and other sources. In FY 24, the CIP
Fund contributes nearly $11.0 million and funding from all sources total $19.4 million.



While additional resources are necessary to address deferred maintenance needs,
funding is also required to respond to several one-time critical public safety projects
including the Jail Control Panel Replacement project, the Waterfront piling project;
Telegraph/Channing Garage Elevator Repairs, and various traffic calming and
improvement projects. In total, the General Fund supports funding of approximately
$14.0 million in capital projects each respective fiscal year funded by a portion of
projected excess property transfer tax revenues.

Pension and Reserves

On June 26, 2018, the City Council authorized the City Manager to establish an IRS
Section 115 Pension Trust Fund (Trust) to be used to help fund pension obligations (the
fund can be utilized to help smooth volatility from year to year fluctuations in annual
required contributions). The adopted biennial budget includes annual funding of $2
million to the Trust. The Trust balance, as of June 30, 2021, is $12.8 million. In FY 21,
the City realized a discount of approximately $1.3 million from the prepayment of the
required CalPERS unfunded liability and anticipates achieving a similar discount from
the FY 22 repayment that will be used to increase the Trust balance over the $2 million
budgeted in each fiscal year. This funding supports the Council fiscal policy to invest up
to $5.5 million per fiscal year or as advised by the City’s actuarial and staff. In addition,
the biennial budget allocates a portion of excess property transfer tax revenues to the
reserves for a total proposed transfer of $9.5 million over FY 23 and FY 24.

However, the ability to balance the budget is contingent on a multi-pronged strategy that
includes expenditure reductions resulting from assumed savings from vacant positions
and utilizing one-time revenues including excess property transfer taxes from FY 22 and
remaining federal funding from the American Rescue Plan Act.

Operating Factors, Challenges and Budget Assumptions

Continued Response to COVID-19

The department budget narratives contained within this document illustrate the ongoing
impacts of the pandemic on City operations and services. These narratives highlight
the variety of strategies used by departments to continue to provide excellent service
during the pandemic, including while adhering to social distancing protocols. They
describe hybrid approaches delivering a combination of virtual and in-person services,
may which will be used moving forward in order to enhance customer service, meet new
service delivery expectations and improve operational efficiencies.

On the revenue-side, while revenues are projected to continue to improve, some
General Fund revenues, such as sales and use tax and transient occupancy tax, still lag
in terms of pre-pandemic levels of performance. While many of the COVID-19
restrictions that had constrained economic activity have been lifted, there is a possibility
that the local economy has been reshaped in ways that will not return to a pre-pandemic
“normal.” The increase in telecommuting that occurred in the past couple of years may
not fully recede. This could have effects on spending activities of residents and
employees of City businesses and institutions, as well as the desirability of certain
locations for home purchases.



The City of Berkeley received federal funding under the American Rescue Plan Act
(ARPA) of 2021 of approximately $66.6 million, used in part to fund eligible programs
and help offset revenue losses in order to balance the FY 22 budget. The biennial
budget defers the partial use of ARPA funds until FY 24. In addition, the budget
allocates fund balance from FY 22 excess property transfer tax over the baseline to
address operational shortfalls in FY 23 and FY 24 to achieve a balanced budget.
This required revisions to the Council’s fiscal policies to (1) allocate excess property
transfer tax over the baseline to short-term operational needs, General Fund reserves
and the City’s capital infrastructure plan and (2) Increase the property transfer tax
baseline for operational needs to $18.0 million for FY 23 & FY 24, with a permanent
adjustment to $16.0 million beginning in FY 25.

Maintaining Services

In addition to the pandemic, impacts to the provision of services and the implementation
of programs and projects are compounded by staffing vacancies due to the phenomena
known as the “Great Resignation” that both private and public sector organizations are
facing. Another recent operational challenge relates to inflationary pressure increasing
the cost and limiting the availability of various services and supplies. It is not yet clear if
inflation is the temporary effect of disrupted supply chains caused by COVID-19 or a
more long-lasting impact. International events also appear to impact fuel and
transportation prices with downstream effects on the prices of most goods.

Maintaining staffing levels is also a challenge for many organizations. Based upon
current and projected vacancies, the biennial budget assumes vacancy rates range
from 0% to 8.5% among various departments in FY 23, decreasing to 7% for most
departments in FY 24. This equates to a citywide average of 5% in both fiscal years
resulting in a baseline savings of about $8 million in FY 23 and $7.5 million in FY 24. In
addition, taking into consideration that positions added as part of the Tier 1 funding will
not be completely filled at the beginning of the fiscal year, a savings of approximately $2
million is factored in the overall savings resulting in projected salary savings of $10
million in FY 23 and $7.5 million in FY 24.

Budget Strategies
Consistent with prior years, the following budget strategies guided the development of
the FY 23 and FY 24 Budget:

1. Continue serving the community. Public health and safety functions, as well as
essential municipal services will be preserved to the maximum extent possible.
In so doing, the City will make every effort to avoid service and workforce
reductions.

2. Live within our means. Strive for long-term sustainability that aligns available
resources with needs and the City’s values that embrace a commitment to
advancing racial and social equity, serving those who are most in need, and
environmental sustainability.



3. Identify expenditures that can be deferred. Take a deferment first approach by
thoroughly assessing expenditures with a special emphasis on large capital
projects, equipment purchases, and new projects.

4. Pursue other revenue and assistance. Vigorously pursue cost recovery efforts,
secure alternative sources of revenue, and be positioned to capitalize on federal
and state assistance.

5. Manage use of, and replenish, reserves. In drawing on reserves, the City will
adopt a long-term orientation to ensure that funds are available for the duration of
the economic downturn. The City will look to its existing policies to ensure that
any reserves that are utilized are restored when the economy improves.

6. Be data-driven and transparent. Budget decisions will be informed by data and
be transparent. Staff will work collaboratively with the Budget and Finance Policy
Committee with on-going communication and updates provided to the entire City
Council.

Biennial Budget Summary

All Funds Budget

The City provides a variety of services to the Berkeley community and thus has a
complex budget that includes various funding sources. These funds include the General
Fund, Special Revenue Funds, Grants, Capital Funds, Debt Service, Enterprise Funds,
Internal Service Funds and Agency Funds. Most of these funds are restrictive in
purpose. All of these funds combined are considered to be the citywide (All Funds)
budget. The FY 23 Adopted All Funds Budget totals $608.1 million in revenue and
$754.2 million in operating and capital budget expenditures. The FY 24 Adopted All
Funds Budget totals $604.0 million in revenue while the operating and capital budget
expenditures decreases to $726.0 million. In both fiscal years, prior years savings
(accumulated fund balance), bond proceeds collected in prior fiscal years and/or
anticipated grant funding for offset the net increase in expenditures among the different
funds to balance the budget. A detailed breakdown of the All Funds Revenue and
Expenditure by fund is included in the Financial Summary section of the budget book.

All Funds Fiscal Year Fiscal Year Fiscal Year

2022 Adopted 2023 Adopted 2024 Adopted

Revenues 595,202,825 608,069,933 603,820,083

Expenditures 673,601,287 754,176,626 725,972,990

Proposed Use of 78,398,462 146,106,693 122,152,907
Fund Balance*

* Prior years savings (fund balance), bond proceeds collected in prior fiscal years and/or anticipated grant
funding offset the additional increases in expenditures among the different funds to balance the budget.



General Fund Budget
A portion of the All Funds budget includes the General Fund. The General Fund

comprises general-purpose revenues, such as taxes, fines and fees, interest and other
income that may be used to support general governmental operations. The FY 23
Adopted General Fund Budget totals $258.7 million in revenue and $280.7 million in
operating and capital budget expenditures. The FY 24 Adopted General Fund Budget
totals $262.2 million in revenue and $274.0 million in operating and capital budget
expenditures. Accumulated fund balance, largely from FY 22 Excess Property Transfer
Tax, addresses the operational shortfall in both fiscal years, along with the use of
remaining unspent ARPA funds in FY 24. A detailed breakdown of the General
Revenues and Expenditure is included in the General Fund section of the budget book.

General Fund Fiscal Year Fiscal Year Fiscal Year

2022 Adopted 2023 Adopted 2024 Adopted

Revenues 236,066,707 258,650,444 261,726,315

Expenditures 234,754,491 280,671,294 273,948,362

Proposed Use of 22,020,850 12,222,046
Fund Balance*

*Use of fund balance from FY 22 Excess Property Transfer Tax in FY 23 and FY 24. FY 22 Excess
Property Transfer Tax is estimated to be $34 million over baseline. More information is available in the
General Fund summary and the projected fund balance chart within this document.

Expenditures by Department

The largest expenditures using all funding sources include Public Works (approximately
$200 million in each fiscal year), Health, Housing and Community Services
(approximately $94 million each fiscal year), Police (approximately $88 million each
fiscal year) and Fire (approximately $63 million each fiscal year). However, the General
Fund expenditures differ slightly with the General Fund primarily supporting the Police
Department (approximately $83 million each fiscal year), Fire (approximately $42 million
each fiscal year) and Health, Housing and Community Services (approximately $27
million each fiscal year).

Staffing

Given the breadth of services the City delivers, as a service organization, the majority of
the City’s expenses relate to staffing. Salary and benefit costs total $334 million and
make up approximately 48% of the citywide (All Funds) budget and $160 million or 57%
of the General Fund in FY 23. In FY 24, salaries and benefits total $342 million, or
approximately 47% of the citywide budget.

The FY 2023 Adopted Budget includes funding for 1,792 full-time equivalent (FTE)
positions. The largest departments in terms of staffing include Public Works (340 FTE),
Police (313 FTE) and Health Housing & Community Services (266 FTE). Compared to
FY 2022 Adopted Budget, FY 23 staffing increases by 132 FTE.
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This growth is primarily within the Fire Department (50 FTE), which is undertaking a
reorganizational effort to enhance services; the Police Department (25 FTE total) that
including staffing for Reimagining Public Safety (16 FTE) and Public Works (17 FTE).
The portion of staff allocated to the General Fund is approximately 728 positions, or
41%, of total FTE count while all other funds represent 1,064, or 59%, of the remaining
positions. Adopted staffing in FY 2024 reflects a modest increase to 1,794 FTE. The
ratio of staffing funded by the General Fund and other funds remains constant in FY 24.

Acknowledgements

The production of this budget is possible due to the professional and diligent efforts of
the Finance Department and its Director Henry Oyekanmi in particular, and key
individuals within my Office including staff within the Budget and Fiscal Management
Division, led by Sharon Friedrichsen, Melissa McDonough for her unbounded energy to
incorporate strategic planning and performance measures into the budget process and
Deputy City Managers Paul Buddenhagen and LaTanya Bellow. Together they
collaborated in finding solutions to balance the budget, to prioritize funding requests and
to produce this comprehensive document. | would also like to commend the
Department Directors and their staff for continuing to play an integral role in delivering
services and managing their budgets so effectively.

| thank the various Department Directors, the City Auditor and Charter Officers and their
collective staff for their cooperation during this budget process, including delivering high
guality presentations to the Budget and Finance Policy Committee regarding the
department’s accomplishments, organizational challenges and funding needs. | also
extend my appreciation to the members of the City’s Budget and Finance Policy
Committee whom have assisted staff in developing policy recommendations to address
our unfunded needs the entire calendar year and during the critical budget development
cycle in particular. Finally, I wish to acknowledge the City Council whose leadership in
setting priorities and fiscally managing the organization provided the framework
necessary to create this budget.

Conclusion
The biennial budget is balanced largely due to assumed salary savings and the

unanticipated performance of the real estate market in terms of excess property transfer
tax revenues generated in FY 22. However, since property transfer tax is tied directly to
all real property sales, it is a volatile revenue source. Factors that affect the revenue
generated by transfer taxes are the sale price of property and the frequency with which
property is sold. These immediate factors in turn are driven by the availability of
mortgage loans, the level of long-term interest rates, the supply and demand for real
estate in Berkeley, and general economic growth in the Bay Area. In addition, rising
interest rates and other macroeconomic factors cause economic that could impact
future City revenues. On the expenditure-side, maintaining salary savings due to
vacancies is not sustainable over the long-term, the City’s three pension plans are not
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100% funded and personnel costs related to pension are anticipated to increase,
inflation is at an all-time high and the City’s infrastructure needs are great.

The upcoming budget cycles will continue to be challenging as the City explores options
to maintain the delivery of essential core services as well as address its known
unfunded liabilities with limited resources. However, | am optimistic that by working with
Council, department directors, employees and the community that we will find solutions
to the fiscal challenges that lie ahead.

Respectfully Submitted,

Dee Williams-Ridley
City Manager
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ADOPTED TIER 1 FUNDING MATRIX

FISCAL YEARS 2023 AND 2024 ADOPTED BUDGET
GENERAL FUND SUPPORTED REQUESTS AND REFERRALS BY DEPARTMENT

Requestor and

Funding Category Referral

City Manager's Office

City Manager's Office

City Manager's Office

Police

Police

Police

Police

Public Works

City Manager's Office

REIMAGING PUBLIC SAFETY

Budget

X

Expenditure
Type/Description

Reimaging Project
Lead-Assist. to City
Manager

Diversity Equity and
Inclusion (DEI) Officer
Administrative
Assistant

8 Public Safety
Dispatcher Il

Public Safety Dispatch
Supervisor

6 Community Service
Officers

Community Service
Officer Supervisor

Associate Planner in
Transportation

Grant Assistance

FY 23
Adopted
Funding

314,465

314,465

165,074

1,382,432

187,986

841,050

157,084

173,906

100,000

FY 24
Adopted
Funding

314,465

314,465

165,074

1,382,432

187,986

841,050

157,084

173,906

100,000

Reason for Request

Oversee implementation. Project based
NTE 3 yrs.

Creation of DEI Unit Citywide

DEI Unit Support

Address overtime and support
expanding dispatch responsibilities

Ensure adequate supervisory positions
for expanding dispatch

Additional capability to address public

safety goals with appropriate response
level, increase capacity for community
engagement. Limited 3-year term

Ensure required supervision for CSO
positions. Limited 3-year term

To support Vision Zero safety projects.
Limited 3-year term

Grant writer for Reimagining Public
Safety and other programs. Project
based NTE 3 years.

Lead

Supporting

Department Departments

CMO

CMO

CMO

Police

Police

Police

Police

Public Works

CMO

HR

HR

HR

CMO, HR

CMO, HR

CMO, HR

CMO, HR

CMO, HR
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Requestor and
Funding Category

Expenditure
Type/Description

FY 23 FY 24

Adopted Adopted

Funding Funding

Reason for Request

Lead
Department

Supporting
Departments

Police

Police

Police

Police

Public Works

Mayor Arreguin,
Councilmembers
Harrison, Bartlett,
Hahn

Mayor Arreguin,
Councilmembers
Harrison, Bartlett,
Hahn

Mayor Arreguin,
Councilmembers
Harrison, Bartlett,
Hahn. Budget referral
Councilmember
Harrison

Staffing Assessment

Additional Training
Funding

Additional Wellness
Funding

Dispatch Center
Analysis

BerkDOT
Development

Expand Downtown
Streets Teams

Language Equity

Behavioral Health,
Crisis Response, and
Crisis-related Services
Needs and Capacity
Assessments

70,000 -

100,000 100,000
50,000 50,000
200,000 =
300,000 =
- 50,000

15,000 =
100,000 -

Staffing assessment to meet public
safety expectations and employee health
and wellness

Ongoing training in support of Fair and
Impartial Policing concepts, officer
safety, professional development

To support Critical Incident Stress
Contract, Peer Support Team, and
emerging wellness needs

Analyze the current dispatch center
including recommendations for a
prioritized emergency fire and medical
dispatch system

BerkDOT implementation, including
funding research in support of new
"white paper" and potential state
legislation

Expand Team as placement for low-level
violations

Publish Victim Resources in Plain
Language and Multiple Languages

Needs assessment based on 911/ non-
911 calls for service, dispatch, response
and capacity assessment of crisis
response and related services

Police

Police

Police

Fire

Public Works

Public Works

CMO

HHCS

CMO

CMO, HR

CMO

Police, HHCS,
CMO

Police, CMO

Police, CMO

HHCS, Police

Fire, Police,
CMO
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Requestor and
Funding Category

Expenditure
Type/Description

Reason for Request

Lead

Supporting

Department Departments

Mayor Arreguin,
Councilmembers
Harrison, Bartlett,
Hahn. Budget referral
Councilmember
Harrison

Mayor Arreguin,
Councilmembers
Harrison, Bartlett,
Hahn

Public Works

Mayor Arreguin,
Councilmembers
Harrison, Bartlett,
Hahn

Mayor Arreguin,
Councilmembers
Harrison, Bartlett,
Hahn

Mayor Arreguin,
Councilmembers
Harrison, Bartlett,
Hahn

Councilmember
Taplin

STAFFING AUGMENTATION

City Attorney

Youth Peers Mental
Health Response

Department of
Community Safety

Transportation fines/
fees analysis

Violence Prevention
and Youth Services

Hearing Officer-
Alternatives to
Sanctions/Fines

Respite from Gender
Violence

Ceasefire Program
Staffing

Deputy City Attorney
/111

FY 23 FY 24
Adopted Adopted
Funding Funding

175,000 175,000

- 250,000
150,000 -
210,000 210,000

- 150,000
220,000 220,000

1,000,000 1,000,000

300,000 300,000

HHSC coordinator position to deliver
mental health wellness support and
services to the City run Berkeley High
School Mental Health Center

Support an organizational design
process to create an umbrella agency or
Department of Community Safety

Review Berkeley Municipal Code for

proposed changes to increase equity
and racial justice in the City’s existing
transportation fines and fees

Opportunities for community
reinvestment per Council’s omnibus
proposal

Expand existing hearing officer to
provide alternative referrals to
community service and social services
for parking and other infractions

Provide services and housing leads for
victims of Gender Violence.

Estimated staffing cost for Ceasefire
program based on Oakland model

Additional support with Risk
Management and Litigation portfolio

HHCS

CMO

CMO

HHCS

Public Works

HHCS

CMO

City Attorney

CMO, HR

Police, Fire,
HHCS

Public Works,
Police

Police, CMO

Police, HHCS,

Police, CMO

Police, HHCS,
HR

HR

15



Requestor and
Funding Category

Budget
Referral

FY 23
Adopted

Expenditure
Type/Description

Funding

FY 24

Adopted
Funding

Reason for Request

Lead Supporting
Department Departments

City Attorney

City Auditor

City Auditor

City Auditor

City Manager's Office
City Manager's Office

Finance

Finance
Finance

Fire

Health, Housing &
Community Services

Health, Housing &
Community Services

Office of Director of
Police Accountability

Assistant to the City 250,000
Attorney

Accounting Office 36,268
Specialist IIl MC

Overtime 25,000
Auditor Il 185,197
Communications -
Specialist

Administrative 165,074
Assistant

Revenue Development 50,000
Specialist |

Accounting Office 172,170
Specialist Supervisor

2 Accounting Office 246,950
Specialist Il

Accounting Office 144,034
Specialist Il

Community 184,498
Development Project

Coordinator

Community Services 207,439
Specialist Il

Associate 191,756

Management Analyst

250,000

6,268

25,000

185,197

208,776

165,074

50,000

172,170

246,950

144,034

184,498

207,439

191,756

Additional support (New Classification-
estimated cost)

Increase position from 0.50 FTE to 0.75
FTE due to workload

Overtime in Payroll Audit for ESS and
ExecuTime implementation and
personnel action audits

ERMA implementation. Limited 2-year
term.

FY23 covered by state COVID-19 grant
Continuation of position

Convert 2 Field Rep positions to RDS |
for operational enhancement

Enhance business license processing
Enhance business license processing

To assist with payroll processing

Support BART sites housing
development/Project based NTE 3 yrs.

Manage encampment grant, Project
RoomKey/Project based NTE 3 yrs.

Meet work demands of department

City Attorney HR
City Auditor HR
City Auditor
City Auditor HR

CMO HR, HHCS
CMO HR
Finance HR
Finance HR
Finance HR
Fire HR
HHCS HR

HHCS HR, CMO
ODPA HR
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Requestor and Budget Expenditure FY 23 FY 24  Reason for Request Lead Supporting
Funding Category Referral Type/Description Adopted Adopted Department Departments

Funding Funding

Planning Principal Planner — Support Commission, Design Review HR
Projects (25% GF) Committee, CEQA review,
interdepartmental coordination on City
initiatives
Planning Associate Planner Long Range & Policy work including
(75% GF) General Plan Update: Safety Element,
Land Use Element, & Environmental
Justice Element
Planning AOS Supervisor Allows Planning Manager more time for
planning policy and development;
oversee the daily duties of the
administrative support team.
Police 2 Assistant To address City Auditor report, workload,
Management Analysts increased transparency
Police 4 School Crossing Previously approved by City Council for Public Works

Parks, Recreation &
Waterfront

Public Works

Public Works

Councilmembers
Bartlett, Robinson,
Harrison, and Taplin

Guards

Assistant Recreation
Coordinator (25% GF)

Transportation:
Mobility Coordinator

Streets & Utilities:
Community Services
Specialist (50% GF)

Council Staffing
Expenditures

FY22. On-going funding to support 4
part-time School Crossing Guards as
developed with Public Works and
Community Support for student safety

To cover 25% of a new Assistant Rec
Coord for special fee classes; the
remaining 75% FTE is funded by
vacancy and existing baseline budget

Implement 2030 Electric Mobility
Roadmap. Council referral 3/20/21.
Energy Commission referral 4/26/22.

To support public engagement and
volunteer efforts

Funding equivalent of 0.5 FTE per
Council office

Public Works

Public Works



FY 23 FY 24
Adopted Adopted
Funding

Expenditure
Type/Description

Reason for Request Lead Supporting

Department Departments

Requestor and
Funding Category

Budget
Referral

Funding

Disaster and Fire
Safety Commission

NON-PERSONNEL
City Attorney

City Attorney

City Attorney

Councilmembers
Droste, Mayor
Arreguin,
Councilmembers
Wengraf and
Harrison

City Attorney

City Manager's Office

Finance

City Manager's Office

City Manager's Office

Parking Officer-
Enforcement in Fire
Zones 2 & 3

Implementation of
Case Management
Software

Annual Maintenance of

Software

Office Upgrades

Charter Officer
Performance Review

Training and
professional
development

Training and
professional
development

Training and
professional
development

Online dog licensing
software

Meeting Space
Configuration

128,396

55,340

50,000
60,000

39,800

80,000

50,000

14,000

180,000

128,396

26,600

60,000

39,800

80,000

50,000

For 1 new parking enforcement officer,
2-year pilot basis

Modernize office and create efficiencies

Modernize office and create efficiencies

Modernize office

Consultant to facilitate annual
performance evaluation of Attorney

Professional development and training

Professional development and training

Professional development and training

Continues funding for this Strategic Plan
priority activity

Furniture for outdoor meetings and A/V
equipment for hybrid meetings

Police

City Attorney

City Attorney

City Attorney
City Attorney

City Attorney

CMO

Finance

CMO

CMO

HR

Public Works
HR

IT

IT, Public
Works
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Requestor and
Funding Category

Budget
Referral

Expenditure
Type/Description

FY 23

FY 24

Adopted Adopted

Funding

Funding

Reason for Request

Lead Supporting
Department Departments

Office of Economic
Development

Planning

Office of Economic
Development

Fire

Human Resources

Human Resources

Office of Director of
Police Accountability

Office of Director of
Police Accountability

Planning

Planning

Pacific Steel
Redevelopment
Assistance

Pacific Steel CEQA
Rezoning Efforts

#DiscoveredinBerkeley
Campaign

Paramedic Tax Fund
Short Fall

Citywide Safety
Programs

Revision of Personnel
Rules

Professional Services -
Strategic Plan

Charter Officer
Performance Review

San Pablo Specific
Plan Area/ San Pablo
Avenue Specific Plan

Ashby & North
Berkeley BART
Stations Area Planning
(/BART Stations Area
Plan)

150,000

100,000

25,000

2,614,331

25,000

20,000

50,000

60,000

150,000

300,000

25,000

20,000

60,000

Technical Assistance/lImpact Analysis -
catalytic development site

Rezoning analysis and CEQA work
related to properties in and around
corner of Eastshore Hwy and Gilman
Street

Extend support for Berkeley’s
businesses post pandemic

Address FY 22 deficit resulting from
COVID-19 related overtime

Departmental safety programs,
protocols, and procedures

Update rules to comply with current
operations and applicable laws

Consultant to lead strategic planning
process

Consultant to conduct annual
performance evaluation of Director

Specific plan, zoning, General Plan
amendments and CEQA document for
the San Pablo Avenue Area. Offsetting
grant.

Implementation of Transit-Oriented
Development at the Ashby and North
Berkeley BART Station areas

OED

Planning

OED

Fire

HR

HR

ODPA

ODPA HR

Planning

Planning

19



FY 23 FY 24
Adopted Adopted

Requestor and
Funding Category

Budget Expenditure
Referral Type/Description

Reason for Request Lead Supporting
Department Departments

Funding Funding

Councilmembers Robinson, Downtown Berkeley 250,000 - Funding for preliminary design CMO Planning
Harrison Droste and Mayor BART Station engineering work for the Downtown
Arreguin Modernization Design Berkeley BART Station Modernization
project
Planning, Land Use Safety & 300,000 - Element updates required to meet State Planning
Councilmember Environmental Justice regulations; Env. Justice Element is
Droste Update required to be adopted by close of 2024
per Senate Bill 1000
Planning Objective 350,000 - Objective Standards to Planning
Development streamline/standardize development
Standards / ZORP review and refinements to zoning code
Phase Il Revisions
Planning Economic Feasibility 150,000 - Consultant services for economic Planning HHCS
Analysis analysis of Southside zoning, Affordable
Housing mitigation fee, local density
bonus, in lieu fee
Planning Municipal Building 30,000 - Develop options for an updated Planning Public Works
Energy Policy Municipal Building Energy/Green
Building Policy. Offsetting grant.
Parks, Recreation & DEI and scholarships 75,360 75,360 New DEI programs and scholarships as PRW
Waterfront at resident camps approved by Council on 1/18/2022. $10k
estimated to come from donations.
Parks, Recreation & Minor maintenance 100,000 100,000 Camps, pools and expenditures in parks PRW
Waterfront and the Waterfront.
Public Works Engineering: Deep 25,000 - HR study on evaluation/promotion HR Public Works
Class Engineer Study system for engineering positions
Planning Transportation Impact 100,000 - Transportation Impact Fee analysis Planning Public Works

Fee Analysis
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Requestor and
Funding Category

Expenditure
Type/Description

FY 23 FY 24
Adopted Adopted

Funding Funding

Reason for Request

Lead

Supporting

Department Departments

Councilmember
Wengraf, Mayor
Arreguin, and
Councilmember
Hahn
Councilmember
Taplin, Mayor
Arreguin,
Councilmembers
Harrison and Hahn
Mayor Arreguin,
Councilmembers
Hahn, Harrison, and
Bartlett

Mayor Arreguin

Mayor Arreguin,
Councilmember
Hahn

Mayor Arreguin,
Councilmembers
Hahn, Harrison, and
Bartlett

Councilmembers
Kesarwani and
Bartlett

Councilmembers
Hahn, Wengraf, and
Harrison

Annual Holocaust
Remembrance Day

Developing Social
Housing in the City

Continuing Anti-
Displacement
Programs

Small Business Rental
and Legal Support

Supply Bank School
Supply Distribution

Housing Retention
Fund

Capacity Building for
Merchant Associations
in the Gilman and
Lorin Districts

Solano Stroll

6,000 6,000
300,000 -
900,000 900,000

1,000,000 -
30,000 30,000

1,000,000 1,000,000

20,000 -

- 20,000

Funds the Holocaust Remembrance Day
Program

Review and develop social housing
policy

Funding of the anti-displacement
program

Needs-based grant program for
Berkeley-based small businesses for
assistance on outstanding commercial
rent debt and legal assistance

Supply Bank to provide essential school
supplies to Berkeley families

Funding of the Housing Retention
Program

One-time capacity building ($10,000
each) for Gilman and Lorin District
merchant associations for economic
development in their commercial areas

Solano Avenue Stroll to support the
September 2024 Stroll event

OED

HHCS

HHCS

OED

HHCS

HHCS

OED

OED

City Attorney
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Requestor and
Funding Category

Budget
Referral

FY 23 FY 24
Adopted Adopted

Expenditure
Type/Description

Funding Funding

Reason for Request

Lead
Department

Supporting
Departments

Councilmembers X
Kesarwani and Taplin

Councilmembers X
Harrison, Mayor

Arreguin, Bartlett,

and Wengraf

Mayor Arreguin
(Supplemental
Budget
Recommendation)

Councilmembers X
Bartlett, Hahn,

Taplin, and Mayor

Arreguin

Mayor Arreguin (Supplemental
Budget Recommendation)

Civic Arts X
Commission

Councilmembers X
Hahn, Mayor

Arreguin, Taplin, and
Harrison

CAPITAL
City Clerk

City's Manager's
Office

Expand Scope of the 50,000 50,000
Downtown Streets to

Gilman District

Siting and Developing
Public Electric Vehicle
DC Fast Charging
Hubs

600,000 -

UC Theatre Concert
and Career Pathways
Program

50,000 50,000

Local Reparations 250,000 -

Plan

5150 Transports Non- 578,395 343,143

Homeless Related

Festival Grants Budget 41,685 -

Allocation

Accessibility 150,000 -
Renovations-Luna

Dance Institute

Paperless Contracts 400,000 -

Workflow System
EBCE Solar+Storage 100,000 -
at Fire Stations

Expand Downtown Streets Team for
enhanced services around commercial
and industrial areas in the Gilman
District twice weekly

Fund Berkeley's annual maximum
Service Fee of $100,000/year per fast-
charging hub.

Ongoing funding for youth employment
program

Consultant to facilitate community
process to design and implement a local
reparations plan

Funding for Section 5150 transports

To increase allocation to $200,000
annually

Renovation of 931 Ashby Avenue for a
fully accessible, permanent dance
education center for children, families,
artists, teachers and the public

Automate/streamline contract process;
increase sustainability

Electrify and storage at Live Oak & Fire
station #3. Sites based on minimal cost
for roof and electrical panel. Citywide
facilities estimated cost of $1.2M

Public Works

Public Works

OED

CMO

CMO

OED

CMO

City Clerk

Public Works

CMO

Fire, HHCS

CMO

Fire, PRW,
Planning
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Requestor and
Funding Category

Budget
Referral

Expenditure
Type/Description

FY 23
Adopted

Funding

FY 24
Adopted
Funding

Reason for Request

Lead
Department

Supporting
Departments

Finance

Finance

Police

Parks, Recreation &
Waterfront

Parks, Recreation &
Waterfront

Public Works

Councilmembers Robinson and
Hahn; Public Works

Public Works

Public Works

Councilmembers Kesarwani,
Taplin, and Wengraf, and Droste;
Public Works

Councilmembers X
Kesarwani, Taplin,
Wengraf, and Droste

Property Tax
Assessment System
Replacement

Business License Tax
System Replacement

Jail Control Panel
Replacement

Waterfront Pilings
(docks, office and
restrooms)

CIP Baseline
Contribution

Traffic Calming
Program

Telegraph-Channing
Garage Elevator
Repairs

ADA Transition Plan
Update
Implementation

Facility Maintenance

Street Maintenance
Funding

South Sailing Basin
Dredging

500,000

500,000

850,000

1,500,000

3,600,000

250,000

250,000

5,000,000

350,000

450,000

650,000

2,000,000

70,000

500,000

500,000

9,100,000

Replacing aging 30-year-old system

Difficult to Maintain; Improve business
license processing

Control panel exceeded its useful life

Design completed. Augments T1 and
Marina Fund funding for replacements

Currently at $400,000. With inflation,
annual cost of $2.247M

Funding for residents/Council referrals
for traffic calming devices

Public safety issue requiring
replacement of elevator

Annual amount for implementation of
ADA projects

Deferred maintenance. CIP Fund
contribution flat since 2009

Funding to increase street conditions/
Pavement Condition Index

South Sailing Basin Dredging planning &
evaluation

Finance

Finance

Police

PRW

PRW

Public Works

Public Works

Public Works

Public Works

Public Works

PRW

Public Works
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Requestor and
Funding Category

Expenditure
Type/Description

FY 23 FY 24

Adopted Adopted

Funding Funding

Reason for Request

Lead
Department

Supporting
Departments

Councilmembers
Kesarwani, Taplin,
Robinson, and
Wengraf

Councilmembers
Hahn, Wengraf, and
Robinson

Councilmembers
Bartlett and Mayor
Arreguin

Councilmembers
Harrison and Bartlett

Councilmembers
Bartlett

Councilmembers
Taplin, Harrison, and
Wengraf; Public
Works

Mayor Arreguin (Supplemental
Budget Recommendation)

Councilmembers
Robinson and
Harrison

Implement State Law
AB 43 for Reduced
Speed Limits on High-
Injury Commercial
Corridors

Hopkins Corridor Bike,
Pedestrian, and
Placemaking
Improvements

Convert 62nd St.
between King St, and
Adeline St. into a cul
de sac/ marked bicycle
lane

Dwight Way Traffic
Calming

Semi-diverter traffic
bollards at the
intersection of
Newbury Street and
Ashby Avenue

Municipal Electric
Vehicle Charging
Infrastructure

Bus canopies-Durant
Complete Streets

Purchase of Electric
Bicycles for City Use

50,000 -

150,000 150,000

300,000 -

50,000 -

50,000 =

1,150,000 =

336,000 -

25,000 =

Funding for new speed limit signage

Bike, pedestrian, and streetscape
improvements to be implemented in
coordination with protected bike lanes,
pedestrian safety features, and re-
paving of the Hopkins Corridor

Convert 62nd St. between King St. &
Adeline St. into a cul de sac. Marked
bicycle lane connecting Adeline St. to
the bicycle boulevard on King St.

Traffic calming intersection
improvements on Dwight Way between
Grant Street and California Street

Funding to install semi-diverter traffic
bollards at the east corner of the
intersection at Newbury Street and
Ashby Avenue

Funding of EV charging infrastructure for
the City's fleet of electric vehicles at the
Corporation Yard and other City
properties

Funding for bus canopies and bulb outs
for Durant Complete Streets

Electric bicycles for use by employees
on City business

Public Works

Public Works

Public Works

Public Works

Public Works

Public Works

Public Works

Public Works
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CITY ©F

»

Community Profile Dato
Budget Book FY 2023 & FY 2024

° (Data from 2020
Berkeley POPUIG"IO“ .| 24/ 3 2 .| Am;ricon Community Survey

(ACS) 5-Year Estimates)

By Age Male/Female Type of Households

UNDER
15 65+
10%  16%

Non-Family — Family
Housholds  Households

15-24 45-64

Female

27% 20% 51%

45% 55%

Median Age: 31.1 years

By ETh N |C|Ty Black or African American

?,812

American Indian and
Alaska Native
653

— Asian

24,896

Native Hawaiian &
Other Pacific Islander
265

- Some Other Race
6,611

White
66,267

_

Hispanic or Latino
13,180
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Education s

Schools in Berkeley”

11 public elementary schools
3 public middle schools
2 public high schools (Berkeley High School & B-Tech)
1 adult school
1 public charter school
6 WASC-accredited private elementary,/secondary schools (4 Private; 2 Religious)
University of California, Berkeley
Berkeley City College
5 WASC-accredited colleges (in addition to UC Berkeley and Berkeley City College)
*Source: BUSD, California Depariment of Education, WASC

Educational Attainment of
Population 3+ years Population Over 25 Years Old:
enrolled in school: 46,749 72,098 (ACS)

Nursery School/—
Preschool

Associates
o~
Bachelor's 4%

% 34%
. College or — Some College
Kindergarten fo Craduate No Degree
12th Grade School 109
23% 0 : °
73% Grad or
Professional — High School
40% Diploma
7%
\— Less than
HS Diploma

4%

Transit and the Environment

Il As of August 2022, the GIG car share fleet size is 538 vehicles in Berkeley, Oakland, Emeryville, Alameda, Albany, and
San Francisco. The result is a designated service area of 29.71 square miles (6.53 square miles in Berkeley) for coverage of
about eighteen vehicles per square mile.

B In spring 2022 the City launched the Shared Electric Micromobility Permit Program through which three providers of electric
scoofers have made these devices available for shortterm rental by the Berkeley public. The program includes a significant
discount for low-income people.

B 10% of residents bike fo work. Highest bike commute rate in natfion for cities with populations over 100,000.

B As of 2021, there were over 4,800 electric vehicles (EVs) registered in Berkeley — that's 7.5% of the registered cars.

B As of mid-2022, there are over 200 electric vehicle charging ports available fo the public in Berkeley, including 20 DC Fast
Charge ports and 75 City-owned ports.

| Berke?ey is working to shift building energy use from natural gas to clean, renewable electricity. Residential natural gas
consumption decreased by 28% and commercial consumption decreased by 13% between 2000 and 2020.

B Approximately 3,990 solar photovoliaic systems were installed in Berkeley between 2000 and 2021 and approximately 300
oﬁhese installations have energy storage capacity.

B Berkeley residents and businesses have reduced their annual landfilled waste tonnage by 46% between 2000 and 2020

B Over 190,000 tons of construction and demolition waste has been diverted from landfills between 2008 and 2021.

M There are 138 Certified Green Businesses in Berkeley. In 2021, Berkeley Green Businesses have collectively achieved the
following environmental savings:

® 6.1 million lbs of GHG reduced

e 1.42 million kWh of energy saved

e 2 347,000 Ibs of waste diverted from the landfill
® 3,095,000 gallons of water saved

® 139 gallons of hazardous waste diverted
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Employment, Economy, Housing (:cs

Employment
Median Household income: $91,259

Residents 15 and older: 110,972

In labor force 61.2%
Employed: 58.0%
Unemployed: 3.2%

Armed Forces 0.0%

Not in labor force: 38.8%

Occupation (ACS)

/\/\onogemenf, business, science,

and arts: 67%
Service: 12%
Sales & Office: 14%
Natural Resources, construction,

and maintenance: 2%
Production: 4%

[e.g. students not looking for work|

Largest Employers®

OC Jones & Sons
Peralta Community College District

Ansys, Inc.
Bayer Corp

Rerkeley Bowl Produce Safeway Inc

Berkeley Cement Inc. Siemens Corporation
Berkeley Unified School District
Callisto Publishing

City of Berkeley

Foresight Mental Health

Genii Pacific LLC

Insperity Peo Services LLC

Sutter Bay Hospitals

SutterBay Medical Foundation
Target Corporation

The Wright Institute

U.S. Postal Service

University of California, Berkeley
Whole Foods Market California Inc.
YMCA of the Central Bay Area
Source: EDD, QCEW Data Q1 2021

Kaiser Permanente Medical Group Inc
lifelong Medical Care

Meyer Sound Laboratories, Inc

Housing (ACS)
Average sale price of new & existing singlefamily homes:  $1,514,227
Average sale price of new & existing condos: $786,861
Total housing units: 50,046
Vacant housing units: 4,162
Occupied housing units: 45,884
Owner-occupied: 19,680 (43%)
Renter-occupied: 26,204 (57%)
Median Rental Market Rates: *
Studio $1,784
1 Bedroom $2,071
2 Bedroom $2.914
3 Bedroom $3,893

* 2021 data provided by the Berkeley Rent Stabilization Board

27



For
information
about the
programs
and services
offered by
the City of
Berkeley,

please call
(510)
98 1-CITY

or visit us

online at:

Community Engagement

Berkeley has
79,485 registered voters

California Secretary of State,

—Republican Party 3%

October 2018 —Green Porty 2%
— Other 2%
Democratic
Party
68%

~ Decline to State 24%

B There are 118 Disaster Caches in neighborhood groups and 8 in community
B resilience cenfers

Public meeting notices, agendas and meeting-related documents are online,
B and audio and DVD recordings are also available

B live and archived Council meetings can be watched on the City's website
They are also broadcast by KPFB, 89.3 FM and cable channel 33

Other Amenities

Berkeley has:

B 2 public swimming pools;

W 3 resident summer camps;

W 105 walking frails;

B 2 skateboard park;

| | Adventure Playground;

m A municipal urban forest of 35,000 public street and park frees;

W 15 sports fields;

W 49 sports courts;

W 306 picnic areas;

W 63 play areas;

m 17/ acres of off leash dog parks;

W 242 acres of public open space;

B 152 landscaped street medians and triangles;

W 263 irrigation sysfems;

W 52 parks, 4 community centers, 2 clubhouse, and & community gardens;

W A public marina with berths for 1,000 boats, a small-boat launch ramp, 3 public
small boat docks;

B Portions of the San Francisco Bay Trail;

W Shorebird Nature Center and Classroom:

| More than 80 acres of state park and easy access to 2,07 7-acre Tilden Park;

B 2 seniorservice faciliies that provide activities, meals, and social services.

Berkeley is home to more than 150 arts and cultural organizations, making it one of
the most artistically dense cities in the Bay Area. Those diverse organizations include
museums, art galleries, dance, music and performance groups, and many more.

https: / /berkeleyca.gov/
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INTRODUCTION

BUDGET BOOK GUIDE

The purpose of the City of Berkeley’s budget is to serve as a “blueprint” to communicate to
the residents, businesses, and employees how the City’s financial sources are planned in
order to provide services to the community. As such, it is considered a working financial plan
for the upcoming two fiscal years to guide the implementation of City policies, priorities, and
programs. The budget includes both the operating costs to manage the City and provide daily
services to the community as well as the capital investments or improvement projects that the
City plans to implement over the next two fiscal years. Please note, throughout this
document, Fiscal Year (FY) denotes July through June, and 23 and 24 is referred to as FY 23
and 24 respectively. In addition, the use of “FY Est. Actual” refers to the Fiscal Year 2022
Unaudited Estimated Actual and is based upon preliminary expenditures as of 6/30/22.

Below is a brief description of each of the major sections of the budget book:

e Budget Message: The budget message contains the City Manager’s transmittal letter to
the City Council that details the budget, including budget issues and policies that lead to
the development of the budget

¢ Financial Summaries: The financial summaries provide summary financial analyses and
a summary of assumptions used in creating the Five-Year Forecasts.

e General Fund: The General Fund section includes summaries of expenditures and
revenues for the General Fund.

e Other Fund Forecasts: This section provides the financial forecasts for the City’s key
non-General Fund operating funds.

o Staffing: This section includes staffing information by department and funding source.

e Department Budgets: This section includes a department’s mission statement,
organizational structure, core services, strategic plan priorities, performance measures,
challenges, accomplishments, and significant changes from the prior year’s budget.

e Community Agencies: Summary of the community-based organization funding process
and the adopted allocation schedule for FY 23.

e Capital Improvement Program (CIP): The CIP section consists of an overview of the
CIP by funding sources and project categories. Detailed CIP information is available in the
accompanying CIP book at https://berkeleyca.gov/your-government/financial-
information/city-budget
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CITY OF BERKELEY MISSION STATEMENT

MISSION

As City of Berkeley employees our mission is to provide quality
service to our diverse community; promote an accessible, safe,
healthy, environmentally sound and culturally rich city; initiate
innovative solutions; embrace respectful, democratic participation;

respond quickly and effectively to neighborhood and commercial
concerns; and do so in a fiscally sound manner.
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ORGANIZATIONAL STRUCTURE

The people of Berkeley are the highest level in the City’s organizational structure. They
directly elect the Mayor and the eight other members of the City Council, the members of the
Rent Board, the members of the School Board, and the City Auditor.

The nine members of the City Council (eight elected by district and the mayor, elected at-
large) appoint the members of the Board of Library Trustees and the members of the City’s
Boards and Commissions. Boards and Commissions serve as advisory bodies to the Council,
although some have quasi-judicial functions. Berkeley Housing Authority members are
appointed by the Mayor and confirmed by the Council.

The Mayor and Council select and confirm the City Manager, who acts as a Chief Executive
Officer for the rest of the City government. The City Manager is responsible for the
administration of City services and programs, enforcement of the City's Municipal Code and
ordinances, and preparation of the annual budget. The Department directors are selected by
the City Manager and confirmed by the City Council. The departments reporting to the City
Manager are shown on the organizational chart on the next page.

People of Berkeley

Director of Police
Accountability

Boards and Board of Library
Commissions Trustees
(Appointed by (Appointed by

Council) Council)

City Attorney City Manager

(Appointed by (Appointed by

Council) Council) (Appointed by

Council)
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ORGANIZATIONAL CHART

City Manager

Police

Deputy City
Manager

Health, Housing
& Community
Services

Parks,
Recreation &
Waterfront

Planning

Public Works

Deputy City
Manager

Budget & Fiscal
Management

City Clerk

Economic
Development

Finance

Human
Resources

Information
Technology
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BUDGET PROCESS AND BASIS OF BUDGETING

BUDGET PROCESS

The budget process is the vehicle through which the City assigns resources to the goals and
priorities set by the City Council. New programs are added based on Council service and
program priorities. Under the City Charter, the City Manager is responsible for preparing and
recommending an operating budget and a capital improvements budget for City Council
consideration and adoption.

The City of Berkeley employs a two-year budget process. In year one of the biennial budget
cycle, the City Council formally adopts authorized appropriations for the first year of the two-
year budget and approves “planned” appropriations for the second fiscal year. In year two of
the budget cycle, the City Council considers revisions and formally adopts authorized
appropriations for the second fiscal year. Although the budget cycle covers a two-year period,
the City Charter requires that the City Council adopt an annual appropriations ordinance for
each budget year.

BUDGET PREPARATION

The biennial budget cycle begins with the development of the Budget Development
Instructions, including a process for identifying short-term priority initiatives that will be
accomplished in a given budget cycle. A budget development calendar is also prepared

and presented to the Council Budget and Finance Policy Committee for review and then to
the entire Council. The City Manager reviews and evaluates the baseline budgets and
supplemental funding requests submitted by departments to determine whether they fulfill
City Council goals and objectives, align with the City’s Strategic Plan, or increase efficiency
or improve management effectiveness and service delivery. Requests received by both City
Council (through the budget referral process) and departments for enhanced funding from the
General Fund are prioritized using a “tier” system. Tier 1 items are recommended for funding
based on available resources. Tier 1 items are items that operational must be paid for;
pertain to a federal, state or locally mandated function; address public health and safety,
critical operations and/or critical infrastructure needs; support the implementation of the City’s
strategic plan goals and/or have been approved by Council; further climate initiatives or either
generate revenue, are grant funded or otherwise leverage additional funding. Tier 2 are items
that are considered to be Non-Critical Operational Needs that may be placed on hold or have
existing funding while Tier 3 includes items deemed to be Non-Urgent Operational Needs.

The City Manager then develops a balanced budget proposal and presents the proposal to
the Budget and Finance Policy Committee and then to the City Council. Both the Budget and
Finance Policy Committee and the City Council holds public meetings to discuss the
proposed budget, including two or more formal public hearings. Budget amendments are
considered for incorporation into the proposed budget prior to the formal budget adoption.
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FY 2023-2024 BIENNIAL BUDGET DEVELOPMENT SCHEDULE

Lead Entity \ Action Item/Deliverable/Topic
January 27 | Budget & Finance Committee | Review of Budget Development Schedule
February 10 | Budget & Finance Committee | Review of Council Budget and Fiscal Policies
February 24 | Budget & Finance Committee | Homelessness Funding Priorities Discussion
February 24 | Budget & Finance Committee | FY 22 Mid-Year and American Rescue Plan Act Update
February 24 | Budget & Finance Committee | General Fund Expenditures: Discussion on FY 23 & 24 Budget
Assumptions on Personnel Costs, Including “Salary Savings”
March 10 | Budget & Finance Committee | Measure P Overview and Fund Forecast
March 10 | Budget & Finance Committee | Legislative Update: Governor's FY 22-23 Proposed Budget, Federal
Infrastructure Bill, Introduced Legislation
March 10 | Budget & Finance Committee | Five-Year Capital Improvement Program and Proposed Projects
March 22 | Council FY 22 Mid-Year and American Rescue Plan Act Update
April 12 | Council Five-Year Capital Improvement Program and Proposed Projects
April 14 | Budget & Finance Committee | FY 22 AAO #2 Update
April 14 | Budget & Finance Committee | General Fund Revenue and Expenditures: Five-Year Forecast
Special Revenue/Enterprise/Other Funds Forecast
April 14 | Budget & Finance Committee | Overview of the FY 23 & 24 “Preliminary” Budget
April 14 | Budget & Finance Committee | Capital Improvement Program Recommendations
April 14 | Budget & Finance Committee | Discussion on Budget Engagement Strategies
April 22 | Council Initial Budget Referrals to City Manager
April 26 | Council Public Hearing on CDBG & ESG Annual Action Plan
April 27 | Budget & Finance Committee | Department Presentations;
Measure P Allocation and Proposed Initial Recommendations
April 28 | Budget & Finance Committee | Department Presentations
Discuss and develop alternative revenue streams for the Marina Fund
including a dedicated reserve
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April 29

Lead Entity
Budget & Finance Committee

Action Item/Deliverable/Topic
Department Presentations

May 10

Council

Public Hearing to Receive FY 22 AAO#2 Report (1st reading)
Public Hearing to Receive Proposed Biennial Budget and CIP

May 12

Budget & Finance Committee

Receive presentation on FY 23 proposed fees

Discussion on Proposed Biennial Budget & CIP Recommendations

Review of Council Fiscal Polices

May 24 | Council Receive AAO#2 Report (2nd reading), Public Hearing on FY 23 Fees,
Public Hearing on Biennial Budget & CIP
May 26 | Budget & Finance Committee | Legislative Update- Governor's FY 22-23 May Revision Budget,

Federal and State Legislation Update

May 31 | Council Council meeting to receive comments on Biennial Budget & CIP (last
meeting for budget referrals)

May 31 | Public Budget Inquiry Forms Due to Budget Office (responses included as part
of June 14 Council public hearing on the biennial budget)

June 9 | Budget & Finance Committee | Discussion on Proposed Biennial Budget & CIP Recommendations

Review of Council Fiscal Policies

Discussion on AAQO Criteria and Timing

June 14 | Council Public hearing on Proposed Biennial Budget & CIP Recommendations
June 23 | Budget & Finance Committee | Discussion on Proposed Biennial Budget Recommendations
June 28 | Council FY 23 & 24 Budget Adoption, including Capital Improvement

Program; Approval of FY 23 AAO and Approval of Tax Rate
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BASIS OF BUDGETING

The City’s accounting system is maintained on a fund basis in accordance with governmental
accounting standards. A fund is a separate fiscal and accounting entity with a separate set of
accounting records. City funds are organized within fund groups that include General Funds,
Special Revenue Funds, Enterprise Funds, Internal Service Funds, Grant Funds, Bond
Funds, Debt Service Funds, and Trust Funds. The governmental fund types and agency
funds use the modified accrual basis of accounting. Under this method, revenues are
recognized when they become both measurable and available. All proprietary fund types and
pensions trust funds use the accrual basis of accounting. Under this method, revenues are
recorded when earned and expenses are recorded at the time liabilities are incurred.

The budget document is adopted on a modified cash basis. For budgetary purposes,
revenues are recorded when received (not when earned) and interfund loans and
repayments (i.e., “interfund transfers”) are recorded as expenditures and revenues. For
accounting purposes these transactions are reclassified as increases or reductions in the
“due to/due from” accounts. In recognition of these differences, companion financial
statements are Annual Comprehensive Financial Report according to the budgetary basis of
accounting and a detailed schedule is provided that reconciles the results of applying the two
different basis of accounting methodologies.

BUDGETARY CONTROL

The City Council adopts the budget by June 30 through the passage of an Annual
Appropriation Ordinance (AAQO). This ordinance sets expenditure limits at the fund level for
the City’s General Fund, special funds, debt service funds, capital projects funds, enterprise
funds, and all internal service funds except the Payroll Deduction Trust Fund, the
Catastrophic Loss Trust Fund, Retiree Medical Trust Funds, and the Pension Annuity Fund.

Throughout the year, supplemental appropriations are approved through amendments to the
AAOQ, and require a two-thirds super-maijority vote of the City Council. The City Manager is
authorized to transfer budgeted amounts between departments or programs within any fund.
The Council must approve any transfer that either alters the total budget or moves amounts
from one fund to another. All appropriated amounts lapse at year end and are subject to re-
appropriation in the following fiscal year by City Council approval.

The City maintains an encumbrance accounting system as one technique of accomplishing
budgetary control. Purchase orders, contracts, and other commitments for the expenditure of
money are secured in order to reserve that portion of the applicable appropriation.
Encumbrances outstanding at year-end are reported as assignments of fund balance with
unencumbered amounts lapsing at year-end.
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FUND STRUCTURE

The City maintains a multipart chart of accounts and uses this formal structure to maintain
accountability over the assets and resources for which it has control. Individual account
codes in the City of Berkeley consist of several sections as shown below:

The City of Berkeley, like other state and local governments, uses fund accounting to
demonstrate and ensure compliance with finance-related legal requirements. City funds are
classified into three categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. The City maintains
several individual governmental funds organized by their type (general, special revenue, debt
service, and capital projects funds).

*= General Fund is the primary operating fund of the City. It is discretionarily used for
multiple purposes and has the most flexibility in how funding can be spent.

= Special Revenue Funds are restricted or committed to expenditures for specific
purposes and therefore cannot be used for other expenses.

= Debt Service Funds are used for short-term and long-term debt principal and interest
payments of the City.

= Capital Project Funds are used to acquire, improve, or construct major capital assets
(other than the ones that are financed by other funding sources such as special
revenue funds or proprietary funds).

Proprietary funds are generally used in governmental accounting to account for activities
that involve business-like services for which the City charges outside customers or internal
departments of the City. Proprietary funds provide the same type of information as shown in
the government-wide statements, only in more detail. The City maintains the following two
types of proprietary funds:

= Enterprise funds are intended to be self-supporting and are used for activities which
fees are charged to external customers for goods or services.

= Internal service funds are used to account for goods and services provided by
certain City departments to other City departments (internal customers) on a cost-
reimbursement fee basis.
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Fiduciary funds are used to account for resources held for the benefit of parties outside the
City of Berkeley. Fiduciary funds are not reflected in the government-wide financial
statements because the resources of those funds are not available to support the City’s own
programs. Some examples of fiduciary funds in the City of Berkeley are pension trust funds,
undergrounding funds, and several business improvement district funds.

The City of Berkeley has a complex and robust budget consisting of over 200 active funds.
The following charts provide a partial list of the major and some non-major funds as reported
in the government-wide financial statements. More detailed information on some of these
funds can be found in the General Fund section and Other Fund Forecasts section of this
budget book.
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Governmental Funds

General Fund
*Fund managed by

City Manager's

Office ("CMQ") and

Finance Dept.

Capital Project

Funds

Capital Improvement

Program (CIP) Fund
*Fund managed by CMO

Measure T1
i “Fund Managed by PW &
PRW Depts.

Measure O
*Fund managed by

FUND$

Replacement
*Fund managed by IT
Dept

Finance and HHCS Depts.

Special

Revenue
Funds

Grant Funds
@ “Funds managed by various
Depts.

- Library Tax
*Fund managed by Library

State Transportation Tax

Measure BB
*Funds managed by PW Dept.

Parks Tax
B *Fund managed by PRW Dept.
Measure FF
M “Fund managed by Fire Dept.
Measure GG
B ’"Fund managed by Fire Dept.

Paramedic Tax

*Fund managed by Fire Dept

CDBG
*Fund managed by HHCS Dept.

Mental Health State Aid
Realigment

@ “Fund managed by HHCS Dept.

Health State Aid

Realignment
*Fund managed by HHCS Dept.

Playground Camp
m “Fund managed by PRW Dept.

Street Light Assessment

District
*Fund managed by PW Dept.
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Proprietary Funds

Enterprise Funds

Zero Waste
*Fund managed by PW Dept.

Sanitary Sewer
*Fund managed by PW Dept.

Permit Service Center
*Fund managed by Planning Dept.

Parking Meter
*Fund manage by PW Dept.

Off-Street Parking
*Fund managed by PW Dept.

Clean Storm Water
*Fund managed by PW Dept.

Marina Operation
*Fund managed PRW Dept.

Internal Service Funds

IT Cost Allocation
*Fund managed by IT Dept.

Equipment Replacement
*Fund managed by PW Dept.

Equipment Maintenance
*Fund managed by PW Dept.

Building Maintenance
*Fund managed by PW Dept.

Workers Compensation
*Fund mananged by HR Dept.
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BUDGET AND FINANCIAL POLICIES

This section includes the City’s policies pertaining to budget development, reserves, debt and
investment.

FISCAL POLICIES

Fiscal policies adopted by the City Council provide the framework for the City’s budget
development. The fiscal policies articulate goals to build a prudent reserve, address pension
liability and to fund a capital infrastructure plan. On June 28, 2022, the City Council adopted
Resolution No. 70, 442-N.S., which codified the adoption of the FY 23 and FY 24 Biennial
Budget and revised fiscal policies outlined below.

1. Focusing on the long-term fiscal health of the City by adopting a two-year budget and
conducting multi-year planning.

2. Building a prudent reserve based upon the City’s adopted General Fund Reserve
policy and using the goal of reaching a reserve of 30% of General Fund revenues by
2027 as a guideline.

3. Developing long-term strategies to reduce unfunded liabilities.

4. Controlling labor costs while minimizing layoffs and promoting recruitment and
retention of City staff.

5. Primarily allocating one-time revenue for one-time expenditures (e.g., capital
investments and deferred maintenance).

6. Requiring enterprise and grant funds to balance and new programs to pay for
themselves.

7. Any new expenditure requires new revenue or expenditure reductions.

8. Property transfer tax:

a. Allocate excess property transfer tax over the baseline to short-term operational
needs, General Fund reserves and the City’s capital infrastructure plan,
including funding an approach to returning and maintaining the City’s roads at
an acceptable Pavement Condition Index.

b. Increase the property transfer tax baseline for operational needs to $18.0
million for fiscal years 2023 and 2024, with a permanent adjustment to $16.0
million beginning in fiscal year 2025.

9. Revenue generated from Measure P is excluded (exempt) from this policy.

10.As the General Fund subsidy to the Safety Members Pension fund declines over the
next several years, the amount of the annual decrease will be used to help fund the
new Police Employee Retiree Health Plan.
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11.Allocating annual savings derived from the prepayment of the annual CalPERS
unfunded liability payments to the City’s Section 115 Pension Trust up to $5.5 million
per fiscal year or as advised by the City’s actuarial and staff.

12. Allocating any additional revenue earned from investments that is over the annual
(fiscal year) baseline of $6 million in the following manner:

a. 1/3 to the Section 115 Pension Trust up to $5.5 million per fiscal year, or as
advised by the City’s actuarial and staff,

b. 1/3 to General Fund reserves up to 30% of General Fund revenue, or as
recommended by Council policy, and

c. 1/3 to address the City’s capital infrastructure plan.

GENERAL FUND RESERVE POLICY

On January 24, 2017, the City Council adopted Resolution No. 67, 821-N.S., Establishing the
City’s Council’s Policy for the General Fund Reserves.

Policy

The General Fund is the City's primary operating fund. It is not connected to any one revenue
source and may be used at the City's discretion. The General Fund is the operation fund that
pays for general services provided by the City as well as public safety and capital
improvements. The General Fund accounts for all general revenues and expenditures of the
City related to the delivery of the City's general services not specifically collected or levied for
other City funds.

The City of Berkeley is committed to achieving long-term fiscal stability as well as mitigating
the negative impacts of extraordinary risk such as earthquakes, fires, floods, and economic
volatility. A key attribute of a financially stable organization is appropriate reserves. Strong
reserves position an organization to weather significant economic downturns more effectively,
manage the consequences of outside agency actions that may result in revenue reductions,
and address unexpected emergencies such as natural disasters and other catastrophic
events. Establishing an adequate General Fund reserve policy allows the City to mitigate
current and future financial risks resulting from economic instability or catastrophic loss.

Functions of Reserve: Stability and Catastrophic

The City of Berkeley will establish and maintain an adequate General Fund Reserve
("Reserve") to prepare for the impact of economic cycles and catastrophic events and assure
fluctuations in revenue do not impede the City's ability to meet expenditure obligations. When
revenues fail to meet the City's normal operating requirements, or the need for disbursements
temporarily exceeds receipts, General Fund reserves, upon a two-thirds vote of the City
Council, may be used in accordance with the standards set forth herein.

The Reserve shall be comprised of two elements: A Stability Reserve and a Catastrophic
Reserve. The Reserve shall not be used for ongoing or new programs or services.
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A Stability Reserve will be maintained to mitigate loss of service delivery and financial
risks associated with unexpected revenue shortfalls during a single fiscal year or
during a prolonged recessionary period. The purpose of the Stability Reserve is to
provide fiscal stability in response to unexpected downturns or revenue shortfalls, and
not to serve as a funding source for new programs or projects.

A Catastrophic Reserve will be maintained for the purpose of sustaining General Fund
operations in the case of a public emergency such as a natural disaster or other
catastrophic event. The Catastrophic Reserve will be used to respond to extreme,
onetime events, such as earthquakes, fires, floods, civil unrest, and terrorist attacks.
The Catastrophic Reserve will not be accessed to meet operational shortfalls or to
fund new programs or projects.

Funding and Functions that are NOT Part of the General Fund Reserves

Not included in the General Fund Reserves are funds that are set aside for a specific
purpose. This would include restricted, committed, and assigned funds.

e The restricted fund balance category includes amounts that can be spent only for the
specific purposes stipulated by constitution, external resource providers, or through
enabling legislation.

e The committed fund balance classification includes amounts that can be used only for
the specific purposes determined by a formal action by the City Council.

e Amounts in the assigned fund balance classification are intended to be used by the
government for specific purposes but do not meet the criteria to be classified as
restricted or committed.

Target Reserve Levels

The General Fund Reserve consists of the total of the Stability Reserve and the Catastrophic
Reserve. 55% of the Reserve shall be allocated to the Stability Reserve and 45% to the
Catastrophic Reserve.

Effective immediately, the target level for the Reserve shall be a minimum of 13.8% of 2017
Adopted General Fund Revenues with an Intermediate Goal of a minimum of 16.7% by the
end of Fiscal Year 2020, if financially feasible.

The Council hereby adopts a Long-Term Goal of a Reserve of a minimum of 30% of General
Fund Revenues, to be achieved within no more than 10 years. Based on a risk assessment
(according to best practices), to be updated at least every five years, the Council may
consider increasing or lowering the General Fund Reserve level.
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Starting in Fiscal Year 2018, to achieve the City's Intermediate and Long-Term Reserve
Goals, 50% of Excess Equity above the first $1 million shall be allocated to Reserves.
Additional Excess Equity may be allocated to Reserves by a majority vote of the City Council.

Methodology to Meet Reserve Levels

The General Fund Reserve is separate from the General Fund Balance. The sum of the
Stability Reserve and the Catastrophic Reserve and the amount determined to be Excess
Equity is deemed to be General Fund Unassigned Fund Balance. Unassigned fund balance
is the residual classification for the City's general fund and includes all spendable amounts
not contained in the other classifications. The following graphic shows the relation between
these funds as well as other restricted, committed, and assigned general fund monies.

Excess Equity is most commonly a non-recurring source of revenue and shall only be used
for one-time, nonrecurring expenditure needs of the City. Excess Equity should be reported
separately from the General Fund Reserves.
Attaining the Long-Term Goal of 30% Reserves is important to the long-term financial
health and stability of the City.

Replenishment of the General Fund Reserves

The City Manager shall recommend a replenishment schedule for all monies proposed for
appropriation from the General Fund Reserves. The replenishment schedule shall be
adopted simultaneously with the appropriation to withdraw Reserve funds or, if infeasible due
to emergency circumstances, no more than 3 months from the date of the withdrawal
appropriation. Repayment shall begin no more than 5 years from the date of withdrawal and
be completed within 10 years from the date of withdrawal.

While staff envisions that, in most cases, repayment will start as soon as possible, the
repayment guidelines are meant to reflect a commitment to maintain a sufficient Reserve,
while also recognizing that a use of Reserve funds may occur during an economic downturn
and it may be necessary to postpone repayment while the economy improves.

44



DEBT MANAGEMENT & DISCLOSURE
.  INTRODUCTION

The policies set forth in this Debt Management Policy (the "Policy") have been developed
to provide clear and comprehensive guidelines for the issuance and financial management
of the debt portfolio of the City of Berkeley and any other entity for which the City Council
acts as legislative body, and the term "City" shall refer to each of such entities. This policy
confirms the commitment of the City Council, management and staff and other decision
makers to adhere to sound financial management practices, including full and timely
repayment of borrowings, achieving the lowest possible cost of capital within prudent risk
parameters. This Policy is not intended to be so restrictive that it interferes with the City's
legitimate efforts to prudently provide public services and facilities. This Policy is intended
to comply with Government Code Section 8855(i), effective January 1, 2017.

Purpose and Goals:

The purpose of the Policy is to provide a functional tool for debt management and capital
planning, as well as to enhance the Cities ability to manage its debt obligations and lease
financings (collectively referred to as "debt" in this Policy) in a conservative and prudent
manner. In following this Policy, the Cities shall pursue the following goals:

e The City shall endeavor to attain the best possible credit rating for each debt issue
in order to reduce interest costs while preserving financial flexibility and meeting
capital funding requirements.

e The City shall take all practical precautions and proactive measures to avoid any
financial decision that will negatively impact current credit ratings on existing or
future debt issues.

e The City shall remain mindful of its statutory debt limit in relation to assessed value
growth and the tax burden needed to meet long-term capital requirements.

e The City shall consider market conditions and City cash flows when timing the
issuance of debt.

e The City shall determine the amortization (maturity) schedule which will best fit with
the overall debt structure of the City at the time the new debt is issued.

e The City shall match the term of the issue to the useful lives of assets whenever
practicable and economic, while considering repair and replacement costs of those
assets to be incurred in the future.

e The City shall, when planning for the issuance of new debt, consider the impact of
such new debt on overlapping debt of local, state and other governments that
overlap with the City.

e The City shall, when issuing debt, assess financial alternatives to include new and
innovative financing approaches, including whenever feasible categorical grants,
revolving loans or other State/federal aid, so as to minimize the contribution from
the City's General Fund.
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e The City shall, when planning for the sizing and timing of debt issuance, consider its
ability to expend the funds obtained in a timely, efficient and economical manner.

Il. SCOPE

The guidelines established by this policy will govern the issuance and management of all
debt funded for short- and long-term capital financing needs and cash flow needs. The
Finance Department recognizes that changes in the capital markets and other unforeseen
circumstances may require exception to this Policy, for which approval from the City Council
will be necessary for implementation. The Policy may be amended by the City Council as it
deems appropriate from time to time in the prudent management of the debt of the City. Any
approval of debt by the City Council that is not consistent with this Policy shall constitute a
waiver of this Policy.

lll. DELEGATION OF AUTHORITY

Pursuant to the provisions of Sections 37209 and 40805.5 of the Government Code of the
State of California, the Finance Director (Director of Finance) shall be the head of the finance
department and shall be responsible for all of the financial affairs of the City. This Policy
grants the Finance Director the authority to select the financing team, coordinate the
administration and issuance of debt, communicate with the rating agencies, as well as to fulfill
all the pre-issuance and post-issuance disclosure information. The Finance Director or
designee will select various Financing Team Members. Below is a brief description of the
main Financing Team, along with their functions.

1. Municipal Advisor

e Assists with capital planning and long-term planning

e Coordinates the financing and debt issuance process

e Helps evaluate underwriter proposals and provides financial analysis and
recommendations

e Assists with the securing of other professional services and other members of
the financing team

¢ Monitors and evaluates market conditions for opportunities to issue debt at low
interest rates

o Works with the City and Underwriter to develop investor outreach and market
approach

e Manages competitive bid process

e Ensures negotiated prices are "fair" and reasonable in the marketplace

2. Bond Counsel

e Prepare an approving legal opinion

e Provide expert and objective legal opinion and advice

e Prepare and review documents necessary to authorize, issue sale and delivery
of the bonds as well as coordination of the authorization and execution of
closing documents
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Review legal issues relating to the structure of the bond issue

Prepare election proceedings or pursue validation proceedings if necessary
Review or prepare those sections of the official statement that relate to the
Bonds, financing documents, bond counsel opinion and tax exemption

Assist the City in presenting information to bond rating organizations and credit
enhancements providers relating to legal issues affecting the issuance of the
Bonds

Review or prepare the Notice of Sale of Bond Purchase Contract for the Bonds
and review or draft the continuing disclosure undertaking of the City
Post-issuance advice for bond covenant compliance, when requested

Disclosure Counsel

Assists the City with preparing a disclosure document in connection with a
public offering of debt.

Provide expert and objective legal opinion and advice on federal securities laws
Post-issuance advice for bond covenant compliance, when requested

Underwriter

Provide the City with market knowledge
Assist with credit analysis and preparation
Premarketing of the Bonds

Pricing and Sale of Bonds

Trading of the Bonds

Trustee/Fiscal Agent/Paying Agent

Establishes and holds the funds and account relating to the bond issue
Maintains the list of names and addresses of all registered owners of the bonds
and recordings of transfers and exchanges of the bonds

Acts as the authenticating agent

Acts as the paying agent

Protects the interests of the bondholders by monitoring compliance with
covenants and acts on behalf of the bondholders in the event of default

As the escrow agent, holds the investments acquired with the proceeds of an
advance refunding and uses those funds for payments on those investments to
pay debt service of the refunding bonds

As a dissemination agent, acts on behalf of the issuer or other obligated person
to disseminate annual reports and event notices to repositories under SEC Rule
15¢12-12
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IV. TYPES OF DEBT

The following are types of debt the City could issue:

1.

New Money Debt

New money debt is debt issued to finance the cost of capital improvement project
or other large or extraordinary costs as approved by the City Council.

Refunding Debt

Refunding debt is debt issued to refinance (refund) previously issued outstanding
debt. The City may issue refunding debt to refinance the principal and of and
interest on outstanding bonds or other debt to achieve debt service savings,
restructure schedule debt service or convert from variable to fixed interest rate,
change or modify the source(s) of payment and security for the refunded debt, or
modify covenants otherwise binding upon the City. Refunding may be issued on
either on a current or advance basis under federal tax law.

Revenue Debt

Revenue debt is generally issued for enterprise funds that are financially self-
sustaining without the use of general fund revenue sources and therefore rely on
the revenues collected by the enterprise fund to repay the debt.

Land-Secured Debt

Examples of land-secured debt include special tax revenue bonds issued under the

Mello-Roos Community Facilities Act of 1982, as amended, and limited obligation

bonds issued under applicable assessment statutes. Land-secured debt is payable

from special taxes or assessments that the City will levy on the secured property
tax roll.

General Obligation (GO) Bonds

In California, GO Bonds require a supermajority voter approval. Most GO bonds
are backed by the issuer's ability to level ad valorem tax in amounts sufficient to
meet debt service.

Lease Financings

Lease revenue bonds, certificates of participation (also known as "COPs") and
lease-purchase transactions are examples of lease financings. Lease financings
are typically used when the City wishes to pay for debt with its general fund.

Bond Anticipation Notes, Grant Anticipation Notes

This type of debt is issued to finance a project in anticipation of other funding
sources becoming available at a later time.
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8. Tax Revenue Anticipation Notes (TRAN)

A TRAN is issued when the City's anticipated operating revenues are not available
when the City's operating expenses need to be paid, which is a common
operational challenge for California cities given the irregular distribution of sales tax
and property tax revenues.

9. Tax Increment Financings

Tax increment financing may be used to the extent available under California law.

10. Conduit Financings

The City may agree to provide conduit financing for specific public purposes, such
as financings for affordable rental housing and qualified 501 c3 organizations. In a
conduit financing, the debt is typically repaid with non-City revenues.

V. DEBT TERM

The City Council recognizes that new debt obligations may impact the long-term affordability
of all outstanding debt and any future planned debt, as well as budgetary impacts associated
with the maintenance and operating costs of debt-financed facilities.

Term of Debt - Debt will be structured for the shortest period possible, consistent with a
fair allocation of costs to current and future beneficiaries or users. Debt shall not be
issued for a term that exceeds the useful life of the debt-financed asset.

Debt Repayment - Typically the City desires level debt service payments over the term of
the debt. However, the cost of capital, financial risk, current economic conditions, future
financial flexibility, credit rating and available cash flow will be evaluated to determine the
most appropriate method of debt amortization for each debt issue. Notwithstanding the
above, back loading of debt service will be evaluated as the circumstances dictate. Back
loading occurs when debt service payments are lower in the initial years of a debt term
and higher toward the later years of a debt term.

VI. DEBT ISSUANCE

The City has the capacity to issue long and short-term debt and to refund any outstanding
debt. The following section details the purposes for debt issuance, the method of sale for
such debt and the practices for obtaining professional assistance in the debt issuance
process.
Long-term debt - Long-term debt may be used to finance the acquisition or improvement
of land, infrastructure, facilities or equipment for which it is appropriate to spread the costs
of such over more than one budget year. Long-term debt may be used to fund capitalized
interest, cost of issuance, required reserves and any other financing related costs that

may be legally capitalized. Long-term debt should not be used to fund City operating
costs.
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Short-term debt - Short-term debt will be considered as an interim source of funding in
anticipation of long-term debt. Short-term may be issued for any purpose for which long-
term debt may be issued, including capitalized interest and financing-related costs. Short-
term debt is also appropriate to address legitimate short-term cash flow requirements
during a given fiscal year to fund the operating costs of the City to provide necessary
public services. The City will not engage in short-term borrowing solely for the purpose of
generating investment income.

Refunding - Refunding opportunities will be identified by periodic review of outstanding
debt obligations. Refunding will be considered when there is a net economic benefit from
the refunding. Non-economic refunding may be undertaken to achieve City objectives
relating to changes in covenants, call provisions, operational flexibility, tax status, issuer
or other non-economic factors related to the debt.

Method of sale - Debt is typically issued under either a competitive or a negotiated sale,
but also may be sold in a private placement. The City shall have the flexibility to determine
which method of sale is appropriate for each debt issuance. Determination of the
appropriate method of sale will rest collectively with the City Manager, Finance Director
and City Attorney. There are a number of market factors that will affect the success of a
debt offering and each should be carefully considered before selecting a method of sale.
These factors include, but are not limited to, 1) market perception of the City's credit
quality, 2) interest rate volatility, 3) size of the proposed issue, 4) complexity of the
proposed issue and 5) competition with other issuers for investor interest (bond supply).

Pooled Financing - The City may also consider the use of pooled financing as a method of
accessing the capital markets. Use of pooled financing will be evaluated collectively by
the City Manager, Finance Director and City Attorney on a case-by-case basis.

VIl. DEBT CAPACITY

The City is subject to debt capacity limit for its general obligation bonds: 15% of assessed
value.

For non-general obligation bonds, determining what the City's debt capacity is at any point in
time is difficult. It depends on a number of factors including market conditions, amount of
undesignated fund balance in the General Fund, fluctuating cash balances, financial policies,
management and staff experience, new or existing revenues to support additional debt and
availability of financial consultants to assist in the financial analysis. Inthe development of
this Policy, the goal is to serve as a framework within which the City can evaluate each
potential debt issuance.
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VIll. PERFORMANCE STANDARDS

The City of Berkeley strives to maintain "investment grade" standings in the municipal market.
Below is an Investment Grade Table of the three (3) major rating agencies:

Moody's Investors Standard & Poor’s Fitch Investors Definition
Service Inc. Corporation Service Inc.

Aaa AAA AAA Highest rating assigned.
Very strong security.

Aa AA AA Very strong security, only
slightly below the best
rating.

A A A Average security but more
subject to adverse financial
and economic
developments.

Baa BBB BBB Adequate capacity to
secure debt. Adverse
developments may affect
ability to meet debt service
requirements.

Note: Moody's use the designation"1" to indicate a greater strength with the "Baa" "A" and "Aa" categories.
Standard and Poor's and Fitch use"+" and"-"to indicate relative strength or weakness in the "BBB", "A", and
"AA" categories.

IX. RELATIONSHIP OF DEBT TO OTHER CITY POLICIES

A. Relationship of Debt to Capital Improvement Program and Budget

The City is committed to long-term capital planning. The City intends to issue debt for the
purposes stated in this Policy and to implement policy decisions incorporated in the City's
capital budget and the capital improvement program.

The City will integrate its debt issuances with the goals of its capital improvement program
by timing the issuance of debt to ensure that projects are available when needed in
furtherance of the City's public purposes.

The City shall seek to issue debt in a timely manner to avoid having to make unplanned
expenditures for capital improvements or equipment from its general fund.
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B. Policy Goals Related to Planning Goals and Obijectives

The City is committed to long-term financial planning, maintaining appropriate reserves
levels and employing prudent practices in governance, management and budget
administration. The City intends to issue debt for the purposes stated in this Policy and to
implement policy decisions incorporated in the City's annual operations budget.

X. ON-GOING DEBT ADMINISTRATION

The Finance Director will regularly review the City's outstanding obligations, particularly in
declining interest rate environment. When rates begin to approach levels at which refunding
is cost effective, the City shall select a financing team to begin preparations for a refunding

issue.

Use of Debt Proceeds

The Finance Director and other appropriate City personnel shall:

Monitor the use of debt proceeds and the use of debt-financed assets (e.g.,
facilities, furnishings or equipment) throughout the term of the debt (and in some
cases beyond the term of the debt) to ensure compliance with covenants and
restrictions set forth in applicable City resolutions and Tax Certificates;

Maintain records identifying the assets or portion of assets that are financed or
refinanced with proceeds of each issue of debt;

Employ appropriate internal controls and redundancy of review to ensure all
approved contracts and expenditures are consistent with the terms of the bond sale
and ballot language by following the City's established work flow procedures;

Consult with Bond Counsel and other professional expert advisers in the review of
any contracts or arrangements involving use of debt-financed facilities to ensure
compliance with all covenants and restrictions set forth in applicable City
resolutions and Tax Certificates;

Maintain records for any contracts or arrangements involving the use of debt-
financed facilities as might be necessary or appropriate to document compliance
with all covenants and restrictions set forth in applicable City resolutions and Tax
Certificates; and

Meet at least annually with personnel responsible for debt-financed assets to
identify and discuss any existing or planned use of debt-financed assets to ensure
that those uses are consistent with all covenants and restrictions set forth in
applicable City resolutions and Tax Certificates.

All relevant records and contracts shall be maintained as described below.
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Record Keeping Requirements

Unless otherwise specified in applicable City resolutions or Tax Certificates, the City shall
maintain the following documents for the term of each issue of debt (including refunding debt,
if any) plus at least three years:

e A copy of the debt closing transcript(s) and other relevant documentation delivered
to the City at or in connection with closing of the issue of debt;

e A copy of all material documents relating to capital expenditures financed by debt
proceeds, including (without limitation) construction contracts, purchase orders,
invoices, trustee requisitions and payment records, as well as documents relating
to costs reimbursed with debt proceeds and records identifying the assets or
portion of assets that are financed or refinanced with debt proceeds;

e Copies of all records of investments, investment agreements, arbitrage reports and
underlying documents, including trustee statements.

Arbitrage Rebate

The use and investment of tax-exempt debt proceeds must be monitored to ensure
compliance with arbitrage restrictions. Existing regulation require that issuers calculate rebate
liabilities related to tax- exempt debt issues, with rebates paid to the Federal Government
every five years and otherwise required by applicable provisions of the Internal Revenue
Code and regulations. The Finance Director shall contract with a specialist to ensure that
proceeds and investments are tracked in a manner that facilitates accurate, complete
calculations and if necessary timely rebate payments.

Xl. DISCLOSURE POLICY

Purpose

These disclosure policies and procedures are intended to (a) ensure that the City complies
with federal securities laws as they relate to initial disclosure, (b) ensure that the City's
Continuing Disclosure Documents (as defined below) are accurate and comply with all
applicable federal and state securities laws, and (c) promote best practices regarding the
preparation of the City's initial disclosure documents and Continuing Disclosure Documents.

Definitions

1. "Continuing Disclosure Documents" means (a) annual continuing disclosure reports
filed with the MSRB and (b) event notices and any other filings with the MSRB.

1. "EMMA" means the MSRB's Electronic Municipal Market Access website.

2. "MSRB" means the Municipal Securities Rulemaking Board.
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3. "Official Statements" means preliminary and final official statements, private placement
memoranda and remarketing memoranda relating to the City's securities, together with
any supplements, for which a continuing disclosure obligation is required.

Disclosure Working Group

Composition. The Disclosure Working Group consists of the Finance Director, who is
designated as the Chief Disclosure Officer, the Accounting Manager, who is the Disclosure
Coordinator and other internal City staff that are pertinent to the disclosures. The Finance
Director has general oversight over the entire continuing disclosure process. Membership in
the Disclosure Working Group shall be augmented by the Finance Director and consist of
persons relevant to the disclosure process.

The Disclosure Working Group shall consult with external professionals (such as those with
expertise as bond counsel, tax counsel, disclosure counsel and municipal advisor) or other
interested parties as the Disclosure Working Group determine is advisable related to
continuing disclosure issues and practices. Meetings of the Disclosure Working Group may
be held in person or via conference call.

The Disclosure Working Group is an internal working group of City staff.
Responsibilities. The Disclosure Working Group is responsible for:

a. Reviewing and approving all Preliminary and Final Official Statements before
such documents are posted;

b. Reviewing and approving all continuing disclosure undertakings as contained in
the City's Preliminary and Final Official Statements before such documents are
posted;

c. Reviewing annually the City's status and compliance with continuing disclosure
undertakings including filings of Annual Reports and Notices of Listed Events;

d. Reviewing any items referred to the Disclosure Working Group; and
e. Evaluating the effectiveness of this Disclosure Policy.

Official Statements. The Disclosure Coordinator of the City shall review any Official
Statement prepared in connection with any debt issuance by the City in order to ensure there
are no misstatements or omissions of material information in any sections that contain
descriptions of information prepared by the City.

In connection with its review of the Official Statement, the Disclosure Coordinator shall
consult with third parties, including outside professionals assisting the City, and all members
of City staff, to the extent that the Disclosure Coordinator concludes they should be consulted
so that the Official Statement will include all "material" information (as defined for purposes of
federal securities law).
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As part of the review process, the Disclosure Coordinator shall submit all Official Statements
to the Disclosure Working Group. The Disclosure Working Group, after determining that it
meets the requirements of federal tax law, shall instruct the Disclosure Coordinator to send
the Official Statement to the City Council for approval. The cover letter used by the
Disclosure Coordinator to submit the Official Statements shall be in substantially the form of
Attachment 1.

The approval of an Official Statement by the City Council shall be docketed as a new
business matter and shall not be approved as a consent item. The City Council shall
undertake such review as deemed necessary by the City Council, following consultation with
the Disclosure Coordinator, to fulfill the City Council's responsibilities under applicable federal
and state securities laws. In this regard, the Disclosure Coordinator shall consult with the
City's disclosure counsel to the extent the Disclosure Coordinator considers appropriate.

Continuing Disclosure Filings

Overview of Continuing Disclosure Filings

1. Under its continuing disclosure undertakings, it has entered into in connection with
its debt offerings, the City is required to file annual reports ("Annual Reports") with
the MSRB's EMMA system. Such Annual Reports are required to include the City's
audited financial statements and certain updated financial and operating information
(or may incorporate by reference publicly-available documents that contain such
information).

2. In accordance with each continuing disclosure undertaking, if audited financial
statements are not available by the date the Annual Report is required to be filed,
unaudited financial statements are to be included in such Annual Report and
audited financial statements shall be filed when such statements become available.
If unaudited financial statements are filed, the cover page may include a disclaimer
stating that such financial statements are unaudited and are subject to adjustments
and modifications, the result of which will be presented in the audited financial
statements. In addition, in accordance with the applicable continuing disclosure
undertaking, the City shall file or cause to be filed a notice of any failure to provide
its Annual Report on or before the date specified in a Continuing Disclosure
Document.

3. The City is also required under its continuing disclosure undertakings to file notices
of certain events on EMMA ("Notices of Listed Events").

The City’s Annual Comprehensive Final Report (ACFR) will serve as the repository for
statements of indebtedness. The fiscal year debt statements in each ACFR certify the
amount of (i) new debt issued, (ii) debt outstanding, (iii) debt authorized but not issued (iv)
assessed valuation and (v) outstanding debt expressed as a percentage of assessed
valuation, each as of the end of the fiscal year to which the ACFR relates.
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The City shall prepare or cause to be prepared appropriate disclosures as required by
Securities and Exchange Commission Rule 15¢2-12, the federal government, the State of
California, rating agencies, bond insurers, underwriters, bond counsel, investors, taxpayers,
and other persons or entities entitled to disclosure to ensure compliance with applicable laws
and regulations and agreements to provide ongoing disclosure.

Public Statements Intended to Reach Financial Markets

Whenever the City makes statements or releases information relating to its finances to the
public that are reasonably expected to reach investors and the trading markets, the City is
obligated to ensure that such statements and information are complete, true, and accurate in
all material respects.

Training

The Disclosure Coordinator shall ensure that the members of the City staff involved in the
initial or continuing disclosure process and the City Council are properly trained to
understand and perform their responsibilities.

The Disclosure Coordinator shall arrange for disclosure training sessions conducted by the
City's disclosure counsel. Such training sessions shall include education on these Disclosure
Procedures, the City's disclosure obligations under applicable federal and state securities
laws and the disclosure responsibilities and potential liabilities of members of the City's staff
and members of the City Council. Such training sessions may be conducted using a recorded
presentation.

Xll. DEBT MANAGEMENT AND DISCLOSURE POLICY REVIEW

The Finance Director shall review this Debt Management and Disclosure Policy at a minimum
of every five (5) years or as required by law and recommend any changes to the City
Manager and City Council.

INVESTMENT POLICY
l. INTRODUCTION

Pursuant to Sections 2.44.040 and 2.44.060 of the Berkeley Municipal Code, Resolution No.
45,087-N.S., and Sections 53601, 53607, 53636 and 53648 of the State Government Code,
the Director of Finance, the Treasurer of the City, is authorized to make investments of the
City’s idle funds. The Code also directs the City to present an annual investment policy to the
City Council for approval. This Investment Policy, after approval of the amendments by the
City Council, will serve as the Investment Policy for the City of Berkeley for fiscal year 2019.

A. Scope of Policies

These investment policies apply to the investments of the City of Berkeley and the Rent
Stabilization Board. All financial assets of any non-trust funds, including the general fund and
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other funds that may be created from time to time, shall be administered in accordance with
the provisions of these policies.

B. Investment Objectives

The City's primary investment objective is to achieve a reasonable rate of return on public
funds while minimizing the potential for capital losses arising from market changes or issuer
default. Although the generation of revenues through interest earnings on investments is an
appropriate City goal, the primary consideration in the investment of City funds is capital
preservation in the overall portfolio. As such, the City's yield objective is to achieve a
reasonable rate of return on City investments rather than the maximum generation of income,
which could expose the City to unacceptable levels of risk.

The following investment objectives, in order of priority, shall be applied in the management
of City funds: safety, liquidity and yield.

1. Safety of principal is the foremost objective of the investment program
Investments shall be undertaken in a manner that seeks to ensure the preservation of
capital in the overall portfolio. The objective is to mitigate credit risk and interest rate
risk, summarized as follows:

a. Credit risk. This is the risk of loss due to the failure of the security issuer or
backer. Credit risk may be mitigated by:
¢ Limiting investments to the safest types of securities.
e Determining the credit worthiness of the financial institutions,
broker/dealers, and intermediaries with which the City does business.
e Diversifying the investment portfolio so that potential losses on individual
securities will be minimized.

b. Interest rate risk. This is the risk that the market value of securities in the
portfolio will fall due to changes in general interest rates. Interest rate risk may
be mitigated by:

e Structuring the investment portfolio so that securities mature to meet
cash requirements for ongoing operations, thereby avoiding the need to
sell securities prior to maturity; and

e Investing operating funds primarily in shorter-term securities.

2. Liquidity
No investment shall be made that could not appropriately be held to maturity without
compromising liquidity requirements. The investment portfolio shall remain sufficiently
liquid to meet all operating requirements that may be reasonably anticipated. This is
accomplished by structuring the portfolio so that securities mature concurrent with
cash needs to meet anticipated demands (static liquidity). Furthermore, since all
possible cash demands cannot be anticipated, the portfolio should consist largely of
securities with active secondary markets (dynamic liquidity).
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3. Yield
The investment portfolio shall be designed with the objective of attaining a market rate
of return throughout budgetary and economic cycles, taking into account the City’s
investment risk constraints and liquidity needs. Return on investment is of least
importance compared to the safety and liquidity objectives described above. The core
of investments is limited to relatively low risk securities in anticipation of earning a
reasonable return relative to the risk being assumed. Securities shall not be sold prior
to maturity with the following exceptions:

i. Liquidity needs of the portfolio require that the security be sold.
ii. A security swap would improve the quality, yield, or target duration in the
portfolio.

4. Responsible Investing
Investment policies of the City of Berkeley shall comply with the letter of the following
ordinances, resolutions and directives:
¢ Nuclear-Free Berkeley Act
¢ Resolution No. 59,853-N.S.-Oppressive States Contract prohibition
¢ Divestment from Gun Manufacturers and Tobacco Companies
¢ Divestment from Publicly Traded Fossil Fuel Companies and Banks that
Finance Pipelines and Fossil Fuel Infrastructure
¢ Divestment from Prisons Resolution No. 67,640-N.S. and Immigration
Detention Companies
e Divest from Any Companies Designing, Building or Financing the U.S. —
Mexico Border Wall Resolution No. 67,865-N.S.
¢ No Investment in Any Entity Involve in the Production and Manufacturing
of Weapons-Resolution No. 68,766-N.S.
e Integrate Environmental, Social, and Governance Principles (ESG) for All
Investment Decision Making Process (See Appendix B for details.)

a. Nuclear-Free Berkeley Act
To the extent possible, without compromising the City’s safety, liquidity and
yield objectives, it is the City’s policy to prefer investments in U.S. Agency
securities. They are preferred because of their generally higher yields and
generally socially preferable uses, such as housing loans or student loans,
versus investments in Treasury securities with their association with nuclear
weapons.

All financial institutions, which hold deposits or investments of the City, shall file
a statement with the Director of Finance indicating the percentage of the bank’s
assets which are loaned to or invested in nuclear weapons agents as defined in
Section 12.90 of the Nuclear-Free Berkeley Act. The Director of Finance shall
use this information as a factor in selecting banks which have minimum
involvement in the nuclear weapons industry. A summary of these reports shall
be attached to the annual Statement of Investment Policies.
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e Investments in United States Treasury securities may be made by the
City of Berkeley.

e The City of Berkeley shall ensure that any City funds, or any funds
controlled by the City, invested or other third parties, are invested
according to the provisions of this section and, to this end, shall obtain
written assurances to this effect from any such trustees or third parties.

b. Divestment from Publicly-Traded Fossil Fuel Companies and Companies
that Provide Direct Financing or On-going Lines of Credit for the Funding
of Fossil Fuel Infrastructure
The City of Berkeley has a responsibility to protect the lives and livelihoods of
its inhabitants from the threat of climate change. While fossil fuel companies
provide an attractive return on investment, the City of Berkeley will suffer
greater economic and financial losses from the impact of unchecked climate
change. The City’s infrastructure, businesses and communities would face
greater risk of damages and losses due to that climate change. The City
believes that its investments should support a future where all citizens can live
healthy lives without the negative impacts of a warming environment. For the
purposes of the Investment Policy, a “fossil fuel company “shall be defined as
any of the two hundred publicly-traded companies with the largest coal, oil and
gas reserves as measured by the gigatons of carbon dioxide that would be
emitted if those reserves were extracted and burned, as listed in the Carbon
Tracker Initiative’s “Unburnable Carbon” report.

Staff responsible for managing the City’s investment portfolio are directed to
divest all City funds held in fossil fuel companies or companies that provide
direct financing or on-going lines of credit for the funding of fossil fuel
infrastructure such as the Dakota Access Pipeline and are prohibited from
making any new investments in such companies.

c. Divestment from Gun Manufacturers and Tobacco Companies
The City of Berkeley has a responsibility to protect the lives and livelihoods of
its inhabitants from the threat of dangerous weapons and products. There is no
better role for city government than to protect people. If the City invests in
companies that are putting dangerous weapons and dangerous products on our
streets, then the City is part of the problem.

Staff responsible for managing the City’s investment portfolio are directed to
divest all City funds held in gun manufacturers and tobacco companies and are
prohibited from making any new investments in such companies.

d. Divestment from Prisons and Immigration Detention Companies
The prison and immigration detention industry reaps large monetary benefits
from the imprisonment of these communities. Prison companies admit that their
companies benefit from high incarceration rates. With the increasing economic
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benefits that come with commodifying human lives, the City of Berkeley should
divest from prison and immigration detention companies to make a statement
that the industry harms human lives and degrades them as monetary
investment.

Staff responsible for managing the City’s investment portfolio are directed to
divest all City funds held in Prisons and Immigration Detention Companies and
are prohibited from making any new investments in such companies.

. Divestment from any Companies Designing, Building or Financing the
U.S.-Mexico Border Wall - Resolution No. 67,865-N.S.

The City of Berkeley is strongly opposed to the construction of a border wall
between the United States and Mexico as called for in Presidential Executive
Order 13767. Immigration has been part of this country's history since its
inception. Construction of a border wall with tightened security will harm
refugees who are feeling violence and conflict in Central American countries
including Honduras and El Salvador. A border wall would increase international
tensions and cause environmental damage by increasing emissions, cutting off
natural water flows, and disturbing wildlife migration routes. The wall would cut
through ancestral native lands and would significantly disrupt tribal
communities. In addition, construction of a wall would be huge financial burden
to taxpayers. Therefore, to ensure that local tax dollars in no way support the
construction of the proposed border wall, the City of Berkeley will divest from all
companies involved with designing, building, and financing the border wall.

Staff responsible for managing the City's investment portfolio are directed to
divest all city funds from companies that design, build or finance the U.S.-
Mexico border wall as called for in Presidential Executive Order 13767, and are
prohibited from making any new investments in such companies.

No Investment in Any Entity Involve in the Production and Manufacturing
of Weapons-Resolution No. 68,766-N.S.

The City of Berkeley joins the cities nationwide that oppose militarism and
violence, and encourages other cities to follow Berkeley’s lead. U.S. weapons
manufacturers continue to supply repressive regimes around the world and U.S.
produced weapons are being used in attacks that the international community
deems unlawful for their disproportionate and excessive harm to civilians.

Staff responsible for managing the City's investment portfolio are directed to
divest all City funds from companies that are involved in the production or
manufacturing of weapons and weapons system, whether conventional or
nuclear and including the manufacture of civilian arms.
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C.

These guidelines apply to all cash-equivalent assets included within the scope
of the City's audited financial statements and held either directly by the City or
held and invested by fiscal agents.

g. Integrate Environmental, Social, and Governance Principles (ESG) for All
Investment Decision Making Process (See Appendix B for details.)
This combines environmental, social, and governance issues with traditional
financial factors in the investment decision-making process. ESG investing
helps cities like Berkeley to benefit from both impact driven and financially
prudent investments. ESG principles would put Berkeley'’s values into our
investment dollars.

Use of State Investment Guidelines

Government Code Sections 16481.2, 53601, 53607, 53635, and 53646 of the State of
California regulate the investment practices. It is the policy of the City of Berkeley to use the
State's provisions for local government investments as the base for developing and
implementing the City's investment policies and practices.

As required under Government Code Sections 16481.2 and 53646, the Statement of
Investment Policies will be reviewed by the Council annually.

Il. INVESTMENT AUTHORITY AND RESPONSIBILITIES

A. Authorized Investment Officers

1.

Idle Funds

Pursuant to Sections 2.44.040, 2.44.060 of the Berkeley Municipal Code,
Resolution No. 45,087-N.S., and Sections 53601, 53636 and 53648 of the State
Government Code, the Director of Finance, the Treasurer of the City, is authorized
to make investments of the City’s idle funds. Responsibility for the operation of the
investment program is hereby delegated to the Director of Finance, who shall carry
out established written procedures and internal controls for the operation of the
investment program consistent with this plan. Procedures should include
references to: safekeeping, delivery versus payment basis of settling transactions,
investment accounting, repurchase agreements, wire transfer agreements,
collateral/depository agreements and banking services contracts. In the exercise of
this responsibility, the authority to perform specific investment tasks and duties is
delegated as follows:

Treasury Manager/Revenue Collection Manager. In the absence, and under
the direction, of the Finance Director, to invest idle funds on a daily basis as
required for cash flow purposes pursuant to the requirements of the
Statement of Investment Policies.

. Senior Accountant or Accounting Manager. To execute necessary
investment documents, and obtain the approval of the Director of Finance to
authorize wire transfers and execute bank authorizations.

61



. Deputy City Manager. To execute necessary investment documents,
authorize wire transfers; execu