BERKELEY CITY COUNCIL BUDGET & FINANCE COMMITTEE
REGULAR MEETING

Thursday, February 10, 2022
10:00 AM

Committee Members:

Mayor Jesse Arreguin, Councilmembers Kate Harrison and Lori Droste
Alternate: Councilmember Rashi Kesarwani

PUBLIC ADVISORY: THIS MEETING WILL BE CONDUCTED EXCLUSIVELY THROUGH
VIDEOCONFERENCE AND TELECONFERENCE

Pursuant to Government Code Section 54953(e) and the state declared emergency, this
meeting of the City Council Budget & Finance Committee will be conducted exclusively through
teleconference and Zoom videoconference. The COVID-19 state of emergency continues to
directly impact the ability of the members to meet safely in person and presents imminent risks
to the health of attendees. Therefore, no physical meeting location will be available.

To access the meeting remotely using the internet: Join from a PC, Mac, iPad, iPhone, or
Android device: Use URL - https://usO2web.zoom.us/|/84723314668. If you do not wish for your
name to appear on the screen, then use the drop down menu and click on "rename" to rename
yourself to be anonymous. To request to speak, use the “raise hand” icon on the screen.

To join by phone: Dial 1-669-900-9128 or 1-877-853-5257 (Toll Free) and Enter Meeting ID:
847 2331 4668. If you wish to comment during the public comment portion of the agenda,
press *9 and wait to be recognized by the Chair.

Written communications submitted by mail or e-mail to the Budget & Finance Committee by

5:00 p.m. the Friday before the Committee meeting will be distributed to the members of the
Committee in advance of the meeting and retained as part of the official record.
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AGENDA

Roll Call

Public Comment on Non-Agenda Matters

Election of Chair

Minutes for Approval

Draft minutes for the Committee's consideration and approval.

1. Minutes for Approval - January 27, 2022

Committee Action Items

The public may comment on each item listed on the agenda for action as the item is taken up. The Chair
will determine the number of persons interested in speaking on each item. Up to ten (10) speakers may
speak for two minutes. If there are more than ten persons interested in speaking, the Chair may limit the
public comment for all speakers to one minute per speaker.

Following review and discussion of the items listed below, the Committee may continue an item to a future
committee meeting, or refer the item to the City Council.

2. FY 2023 & FY 2024 Biennial Budget Development Calendar
From: City Manager
Contact: Sharon Friedrichsen, Budget Manager, (510) 981-7000

3. Review of Council's Fiscal Policies

From: City Manager
Contact: Sharon Friedrichsen, Budget Manager, (510) 981-7000
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Unscheduled Items

These items are not scheduled for discussion or action at this meeting. The Committee may schedule
these items to the Action Calendar of a future Committee meeting.

4, Proposal to Allocate Revenues Generated by the Transient Occupancy Tax in
the Waterfront Area to the Marina Fund to Avoid Insolvency, Rebuild its Fund
Balance and to Stabilize its Finances
From: Parks and Waterfront Commission
Referred: November 16, 2021
Due: May 10, 2022
Recommendation: That Council adopt a Resolution adopting a policy that all
Transient Occupancy Taxes (TOT hotel tax) generated at the Berkeley Waterfront be
allocated to the City’s Marina Enterprise Fund. All other property, sales, utility users,
and parking taxes; as well as business license and franchise fees, would continue to
be allocated to the City’s General Fund.

Policy Committee Recommendation: Send the item to Council with a negative
recommendation and additionally request a referral to the Budget & Finance Policy
Committee to discuss and develop alternative revenue streams for the Marina Fund
including a dedicated reserve.

On November 16, 2021, the City Council adopted the Policy Committee
recommendation and the item was referred back to the Budget & Finance
Committee.

Financial Implications: See report

Contact: Roger Miller, Commission Secretary, (510) 981-6700

5. Legislative Update: Governor's FY 22-23 Proposed Budget, Federal
Infrastructure Bill, Introduced Legislation
From: City Manager
Contact: Dee Williams-Ridley, City Manager, (510) 981-7000

6. Discussion and Development of Criteria and Timing for AAO Process
From: Mayor Arreguin
Contact: Jesse Arreguin, Mayor, (510) 981-7100

Items for Future Agendas

e Discussion of items to be added to future agendas

Adjournment
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Written communications addressed to the Budget & Finance Committee and submitted to the City Clerk
Department will be distributed to the Committee prior to the meeting.

This meeting will be conducted in accordance with the Brown Act, Government Code Section 54953.
Members of the City Council who are not members of the standing committee may attend a standing
committee meeting even if it results in a quorum being present, provided that the non-members only act
as observers and do not participate in the meeting. If only one member of the Council who is not a
member of the committee is present for the meeting, the member may participate in the meeting because
less than a quorum of the full Council is present. Any member of the public may attend this meeting.
Questions regarding this matter may be addressed to Mark Numainville, City Clerk, (510) 981-6900.

COMMUNICATION ACCESS INFORMATION:
L\' To request a disability-related accommodation(s) to participate in the meeting, including
b auxiliary aids or services, please contact the Disability Services specialist at (510) 981-6418
(V) or (510) 981-6347 (TDD) at least three business days before the meeting date.

I hereby certify that the agenda for this meeting of the Standing Committee of the Berkeley City Council
was posted at the display case located near the walkway in front of the Maudelle Shirek Building, 2134
Martin Luther King Jr. Way, as well as on the City’s website, on February 3, 2022.

Mol Wi/

Mark Numainville, City Clerk

Communications

Communications submitted to City Council Policy Committees are on file in the City Clerk Department at
2180 Milvia Street, 1st Floor, Berkeley, CA, and are available upon request by contacting the City Clerk
Department at (510) 981-6908 or policycommittee @cityofberkeley.info.
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BERKELEY CITY COUNCIL BUDGET & FINANCE COMMITTEE
REGULAR MEETING MINUTES

Thursday, January 27, 2022
10:00 AM

Committee Members:

Mayor Jesse Arreguin, Councilmembers Kate Harrison and Lori Droste
Alternate: Councilmember Rashi Kesarwani

PUBLIC ADVISORY: THIS MEETING WILL BE CONDUCTED EXCLUSIVELY THROUGH
VIDEOCONFERENCE AND TELECONFERENCE

Pursuant to Government Code Section 54953(e) and the state declared emergency, this
meeting of the City Council Budget & Finance Committee will be conducted exclusively through
teleconference and Zoom videoconference. The COVID-19 state of emergency continues to
directly impact the ability of the members to meet safely in person and presents imminent risks
to the health of attendees. Therefore, no physical meeting location will be available.

To access the meeting remotely using the internet: Join from a PC, Mac, iPad, iPhone, or
Android device: Use URL - https://us02web.zoom.us/|/87553461608. If you do not wish for
your nhame to appear on the screen, then use the drop down menu and click on "rename" to
rename yourself to be anonymous. To request to speak, use the “raise hand” icon on the
screen.

To join by phone: Dial 1-669-900-9128 or 1-877-853-5257 (Toll Free) and Enter Meeting ID:
875 5346 1608. If you wish to comment during the public comment portion of the agenda,
press *9 and wait to be recognized by the Chair.

Written communications submitted by mail or e-mail to the Budget & Finance Committee by

5:00 p.m. the Friday before the Committee meeting will be distributed to the members of the
Committee in advance of the meeting and retained as part of the official record.

Thursday, January 27, 2022 MINUTES Page 1


https://us02web.zoom.us/j/87553461608
arichardson
Typewritten Text
01


Page 2 of 4

AGENDA
Roll Call: 10:04 a.m. Councilmember Droste absent.

Councilmember Droste present at 10:06 a.m.

Public Comment on Non-Agenda Matters — 3 speakers.

Minutes for Approval

Draft minutes for the Committee's consideration and approval.

Minutes - December 13, 2021

Action: M/S/C (Harrison/Droste) to approve the minutes of December 13, 2021.
Vote: All Ayes.

Committee Action Items

The public may comment on each item listed on the agenda for action as the item is taken up. The Chair
will determine the number of persons interested in speaking on each item. Up to ten (10) speakers may

speak for two minutes. If there are more than ten persons interested in speaking, the Chair may limit the
public comment for all speakers to one minute per speaker.

Following review and discussion of the items listed below, the Committee may continue an item to a future
committee meeting, or refer the item to the City Council.

Police Overtime
From: City Manager
Contact: Jennifer Louis, Police, (510) 981-5900

Action: 3 speakers. Presentation made and discussion held.

FY 2023 & FY 2024 Biennial Budget Development Calendar
From: City Manager
Contact: Sharon Friedrichsen, Budget Manager, (510) 981-7000

Action: 3 speakers. Presentation made and discussion held. Revised calendar
to be discussed at next meeting on February 10, 2022.

FY 2021 Fourth Quarter Investment Report: Ended June 30, 2021
From: City Manager

Referred: November 30, 2021

Due: May 24, 2022

Contact: Henry Oyekanmi, Finance, (510) 981-7300
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Committee Action items

Action: 1 speaker. Presentation made and discussion held. As this was an
information item referred by Council and no action was taken, the item will not
return to Council.

Unscheduled Items

These items are not scheduled for discussion or action at this meeting. The Committee may schedule
these items to the Action Calendar of a future Committee meeting.

5. Proposal to Allocate Revenues Generated by the Transient Occupancy Tax in
the Waterfront Area to the Marina Fund to Avoid Insolvency, Rebuild its Fund
Balance and to Stabilize its Finances
From: Parks and Waterfront Commission
Referred: November 16, 2021
Due: May 10, 2022
Recommendation: That Council adopt a Resolution adopting a policy that all
Transient Occupancy Taxes (TOT hotel tax) generated at the Berkeley Waterfront be
allocated to the City’s Marina Enterprise Fund. All other property, sales, utility users,
and parking taxes; as well as business license and franchise fees, would continue to
be allocated to the City’s General Fund.

Policy Committee Recommendation: Send the item to Council with a negative
recommendation and additionally request a referral to the Budget & Finance Policy
Committee to discuss and develop alternative revenue streams for the Marina Fund
including a dedicated reserve.

On November 16, 2021, the City Council adopted the Policy Committee
recommendation and the item was referred back to the Budget & Finance
Committee.

Financial Implications: See report

Contact: Roger Miller, Commission Secretary, (510) 981-6700

6. Discussion and Development of Criteria and Timing for AAO Process
From: Mayor Arreguin
Contact: Jesse Arreguin, Mayor, (510) 981-7100

7. Review of Council's Fiscal Policies
From: City Manager
Contact: Sharon Friedrichsen, Budget Manager, (510) 981-7000

8. Report and Discussion of Federal Infrastructure Bills and Availability to Local
Governments
From: City Manager
Contact: Dee Williams-Ridley, City Manager, (510) 981-7000

Items for Future Agendas

e Discussion of items to be added to future agendas
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Adjournment

Action: M/S/C (Arreguin/Harrison) to adjourn the meeting.
Vote: All Ayes.

Adjourned at 11:44 a.m.

| hereby certify that this is a true and correct record of the Budget & Finance Committee
meeting held on January 27, 2022.

April Richardson, Assistant City Clerk

Communications

Communications submitted to City Council Policy Committees are on file in the City Clerk Department at
2180 Milvia Street, 1st Floor, Berkeley, CA, and are available upon request by contacting the City Clerk
Department at (510) 981-6908 or policycommittee @cityofberkeley.info.
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No Material
Avalilable for
this Item

There is no material for this item.

City Clerk Department
2180 Milvia Street
Berkeley, CA 94704
(510) 981-6900

The City of Berkeley Budget & Finance Policy Committee Webpage:
https://lwww.cityofberkeley.info/Clerk/Home/Policy Committee Budget Finance.aspx
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Council’s Fiscal Policies
The fiscal policies adopted by the Council include:

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

« Building a prudent reserve;

« Developing long-term strategies to reduce unfunded liabilities;

s Controlling labor costs while minimizing layoffs;

% Allocating one-time revenue for one-time expenses;

% Requiring enterprise and grant funds to balance and new programs to pay for
themselves; and

“ Any new expenditure requires new revenue or expenditure reductions.

s Transfer Tax in excess of $12.5 million will be treated as one-time revenue to be used
for the City’s capital infrastructure needs (Fund 501).

« 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 (Fund 731).

«» Starting in FY 2019, staff costs as approved by the City Council that exceed the
enforcement fees and penalties shall be appropriated from the short term rental taxes
collected pursuant to BMC Section 23C.22.050, Section H, with the primary allocation of
the rental tax to the purposes listed below:

o Two thirds (66.7%) allocated to the Affordable Housing Trust Fund.
o One third (33.3%) allocated to the Civic Arts Grant Fund.

Proposed new policy:
¢+ Funding the 115 Pension Trust

Additional Information
At the meeting on January 23, 2020, the Committee stated it will continue to review and revise
specific policies and added the following items to future agendas:

1. Transfer tax revenue policy amendment for Measure P

2. Provide more flexible language in policy that new programs need to pay for
themselves

3. Change CIP to longer-term (possibly 5 years)

4. Short-term rental distribution — no longer use percentages for distribution; set
priorities and prioritize programs

5. Community agency funding process overview — what role can the Budget &Finance
committee play in this process?

6. 115 Pension Trust funding

11
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Parks and Waterfront Commission

ACTION CALENDAR
November 16, 2021

To: Honorable Mayor and Members of the City Council
From: Parks and Waterfront Commission

Submittedby: Gordon Wozniak, Chairperson

Subject: Proposal to allocate revenues generated by the Transient Occupancy Tax in
the Waterfront Area to the Marina Fund to avoid insolvency, rebuild its fund
balance and to stabilize its finances

RECOMMENDATION

That Council adopt a Resolution adopting a policy that all Transient Occupancy Taxes
(TOT hotel tax) generated at the Berkeley Waterfront be allocated to the City’s Marina
Enterprise Fund. All other property, sales, utility users, and parking taxes, as well as
business license and franchise fees, would continue to be allocated to the City’s
General Fund.

POLICY COMMITTEE RECOMMENDATION

On September 23, 2021, the Budget & Finance Policy Committee took the following action:
M/S/C (Harrison/Arreguin) to send the item to Council with a negative recommendation.
Additionally, the committee would like to request a referral to the Budget & Finance Policy
Committee to discuss and develop alternative revenue streams for the Marina Fund
including a dedicated reserve.

Vote: All Ayes.

FINANCIAL IMPLICATIONS

Allocating funding from the Transient Occupancy Tax annually, generated at the
Waterfront, will create a healthy Marina Fund that is able to operate, maintain, and keep
safe the existing assets. The sizeable past and ongoing contributions from Waterfront-
generated revenues to the City’'s General Fund should be taken into consideration when
assessing the financial implications.

CURRENT SITUATION AND ITS EFFECTS
The area now comprising the Berkeley Waterfront was granted to the City by the State
of California in 1913, as a grant of state tidelands. In 1962, the City obtained a state
loan to develop the current marina with 1,000 slips, parking lots, launch ramps,
restrooms, parks, and several commercial plots for lease.

e By 1966, 15 boat dock systems were constructed.

2180 Milvia Street, Berkeley, CA 94704 o Tel: (510) 981-7000 e TDD: (510) 981-6903 e Fax: (510) 981-7099
E-Mail: manager@CityofBerkeley.info Website: http://www.CityofBerkeley.info/Manager

13


mailto:manager@cityofberkeley.infos
http://www.cityofberkeley.info/Manager
arichardson
Typewritten Text
04


Page 2 of 5

Allocate Transient Occupancy Tax (TOT) generated at the Waterfront ACTION CALENDAR
back to the Marina Fund November 16, 2021

e By 1970, two restaurants, a hotel, and an office building were developed.

e By 1980, the two sailing clubs and sailing docks, the boat yard, and a third
restaurant were developed.

e By 1991, the City landfill at the marina was capped and graded to becomeNorth
Waterfront Park. In 1996, it was renamed Cesar Chavez Park.

The total area under City management includes the entrance to the Marina (University
Avenue and the Bay Trail, from Frontage Road to Marina Blvd) and all the infrastructure
and Marina waters west of Marina Blvd. In all, there are:

100 acres of open space and parks,

over 1,000 berths in the Berkeley Marina,
a large hotel, 4 restaurants,

the Adventure Playground,

Shorebird Nature Center,

the Berkeley Marine Center boat yard,

a two-story office building,

a 4-lane public launch ramp,

9 restroom buildings, and

11 parking lots.

The Waterfront requires the daily administration of what essentially is a “small city”.

Marina Fund

A requirement of the State Tidelands Grant is that revenue generated at the
Waterfront be spent at the Waterfront. The Marina Enterprise Fund was set up to
comply with this requirement for managing revenue and expenditures at the Berkeley
Waterfront. Marina Revenues come primarily from boat slip rental fees and business
leases, and a number of smaller sources. Community users of the open space and
amenities at the Berkeley Waterfront such as independent fishermen, windsurfers, small
boat users, tourists, walkers, runners, dogwalkers, and other park users do not provide
direct income to the Marina Fund.

By FY2019, one-third of the total revenue generated annually at the Waterfront was
being transferred to the General fund as follows:

e $10.9 Million in Total Waterfront Revenue

e $6.9 Million allocated to the Marina Fund

e 34 Million allocated to the General Fund

In addition, $0.59 Million was being transferred annually from the Marina Fund to the
City’s internal service funds.

In FY2020, the Covid Pandemic decimated the hospitality industry and the lease portion
of the Marina revenue. While revenues have plummeted during the pandemic,
community use of recreation and open space at the Waterfront has soared.

2180 Milvia Street, Berkeley, CA 94704 o Tel: (510) 981-7000 e TDD: (510) 981-6903 e Fax: (510) 981-7099
E-Mail: manager@CityofBerkeley.info Website: http://www.CityofBerkeley.info/Manager
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Allocate Transient Occupancy Tax (TOT) generated at the Waterfront ACTION CALENDAR
back to the Marina Fund November 16, 2021

Marina Fund Financial Sustainability

From FY18-20, the Marina Fund contributed ~$11 Million to the General Fund. Now, the
Marina Fund needs help from the General Fund to survive this pandemic-induced fiscal
crisis.

To immediately avoid the eminent insolvency of the Marina Fund, the TOT tax
generated in the Waterfront should be allocated to the Marina Fund.

Waterfront Capital Fund

The estimated $87.5 M - $131 M in future infrastructure costs are too large to be solved
by stabilizing the Marina operations budget. To fund such large capital costs, a Reserve
Fund needs to be created with new revenues developed as a result of the BMASP
process that is underway.

Commission

At a regular meeting on March 10, 2021, the Parks and Waterfront Commission M/S/C to
send this action to Council for consideration: (McGrath/Kamen/U). Ayes: Cox; Diehm;
Kamen; Kawczynska; Landoni; McGrath; Skjerping; Srioudom; Wozniak; Noes: None;
Absent: None; Leave of Absence: None.

ENVIRONMENTAL SUSTAINABILITY
No environmental impacts or opportunities were identified as a result of this
recommendation.

RATIONALE FOR RECOMMENDATION
See body of report

ALTERNATIVE ACTIONS CONSIDERED
None

CITY MANAGER

The City Manager recommends referring the contents of this commission report to the
budget process because this action will potentially impact revenue available to the
General Fund. The Marina Fund revenue losses associated with Covid-19 are projected
to exceed $3.6M from FY20-23 in comparison to FY 19 and a potential funding source to
offset actual and projected revenue losses is the American Rescue Plan. Additionally,
City Council may want to explore other long-term revenue sources to stabilize the Marina
Fund, as discussed during February 16, 2021 work session presentation on the Berkeley
Marina Area Specific Plan.

CONTACT PERSON
Roger Miller, Secretary, Parks and Waterfront Commission, (510) 981-6704
Gordon Wozniak, Chairperson, (510) 654-4103

2180 Milvia Street, Berkeley, CA 94704 o Tel: (510) 981-7000 e TDD: (510) 981-6903 e Fax: (510) 981-7099
E-Mail: manager@CityofBerkeley.info Website: http://www.CityofBerkeley.info/Manager
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Allocate Transient Occupancy Tax (TOT) generated at the Waterfront ACTION CALENDAR
back to the Marina Fund November 16, 2021
Attachments

1: Resolution

2180 Milvia Street, Berkeley, CA 94704 o Tel: (510) 981-7000 e TDD: (510) 981-6903 e Fax: (510) 981-7099
E-Mail: manager@CityofBerkeley.info Website: http://www.CityofBerkeley.info/Manager
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RESOLUTION NO. ## ###-N.S.

ALLOCATE REVENUES GENERATED BY THE TRANSIENT OCCUPANCY TAX IN
THE WATERFRONT AREA TO THE MARINA FUND TO AVOID INSOLVENCY,
REBUILD ITS FUND BALANCE, AND STABILIZE ITS FINANCES

WHEREAS, the Parks and Waterfront Commission reviews the policies, projects,
programs, planning efforts, activities, funding and the physical condition of parks, pools,
camps, recreation centers, the Marina, and public greenery, and advises the City
Council on these matters; and

WHEREAS, a requirement of the State Tidelands Grant is that revenue generated in the
Waterfront be spent at the Waterfront; and

WHEREAS, in FY2019, one-third of the total revenue ($10.9 million) generated annually
at the Waterfront was transferred to the General Fund (GF) and an additional $0.58
million was transferred to the City’s Internal Service Funds; and

WHEREAS, in FY2020, Waterfront revenues have plummeted due the shutdown of the
hospitality industry by the Covid Pandemic; and

WHEREAS, the Marina Fund is projected to be insolvent in FY2022 and beyond; and

WHEREAS, over the last three years, the revenues generated in the Waterfront Area
contributed ~$11 million to the City’s General Fund; and

WHEREAS, Transient Occupancy Tax (TOT) was generated annually at the Waterfront
during pre-pandemic times; and

WHEREAS, by allocating the TOT revenue generated at the Waterfront to the Marina
fund, it could be made solvent; and

WHEREAS the Marina Fund is facing an unprecedented financial crisis, with more than
$100M of unfunded capital need and an annual structural deficit of $1 million.

NOW THEREFORE, BE IT RESOLVED that the Council of the City of Berkeley hereby
adopts a policy that all Transient Occupancy Taxes (TOT hotel tax) generated at the
Berkeley Waterfront be allocated to the City’s Marina Enterprise Fund. All other
property, sales, utility users, and parking taxes, as well as business license and
franchise fees, would continue to be allocated to the City’s General Fund.

NOW THEREFORE, BE IT FURTHER RESOLVED that all other property, sales, utility
users, and parking taxes, as well as business license and franchise fees, would
continue to be allocated to the General Fund.
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No Material
Avalilable for
this Item

There is no material for this item.

City Clerk Department
2180 Milvia Street
Berkeley, CA 94704
(510) 981-6900

The City of Berkeley Budget & Finance Policy Committee Webpage:
https://www.cityofberkeley.info/Clerk/Home/Policy Committee Budget Finance.aspx
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No Material
Avalilable for
this Item

There is no material for this item.

City Clerk Department
2180 Milvia Street
Berkeley, CA 94704
(510) 981-6900

The City of Berkeley Budget & Finance Policy Committee Webpage:
https://www.cityofberkeley.info/Clerk/Home/Policy Committee Budget Finance.aspx
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