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RECOMMENDATION

That the City Council, subject to the approval of the Mayor:

1.

Approve the biennial budget structure and the proposed Charter language as presented in
Attachment 1 of this report, to implement a transition from an annual budget to a biennial
(two year) budget, including amendments to City Charter Sections 291, 292, 310, 311, 312,
313, 314, and 315, and the addition of new Sections 316, 317, 318, and 319;

Authorize the City Administrative Officer, with the assistance of the Chief Legislative Analyst
and the City Attorney, to make adjustments to the proposed Charter language and other
technical corrections as necessary to implement the intent of the Council and the Mayor;

Instruct the City Administrative Officer and the Chief Legislative Analyst, with assistance of
the City Attorney, to prepare for inclusion in the final proposal, amendments to other Charter
sections that are required to reflect the change from an annual budget to a biennial budget;
and,

Should the Council opt to place the proposed Charter changes on the November 3, 2026
ballot, on or before June 17, 2026, request that the City Attorney, with assistance from the
City Administrative Officer and the Chief Legislative Analyst, to present the necessary
resolution and ordinance for the proposed ballot measure by no later than June 26, 2026.
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SUMMARY

On March 18, 2025, the City Council instructed the Office of the City Administrative Officer (CAQO)
to report with an analysis of potential impacts of switching from a one-year to a two-year (biennial)
budget cycle, as well as provide recommendations for a biennial budget schedule and a proposed
timeline with due dates and milestones that would strengthen public participation (C.F. 23-1027-
S3). This report presents a proposal on the two-year budget cycle (biennial budget cycle) aimed
at helping the City establish long-term financial health and strategic alignment, create periodic
evaluation cycles on programs, and ensure that programs are evaluated prior to considering the
continuation or expansion of programs. The development of this proposal was informed by the
findings of our research and discussions with other municipalities that have adopted a biennial
budget cycle, including their public engagement process. The proposal is built upon four
foundational pillars designed to ensure fiscal discipline, policy alignment, and mitigate the risk
inherent when committing resources beyond one year: the Biennial Budget Cycle, a Four-Year
Strategic Plan, a Multi-Year Capital Plan, and a Multi-Year Financial Plan, which are detailed
herein. Attachment 1 to this report provides the required Charter amendments necessary to
transition the City to a biennial budget cycle. Furthermore, Attachments 2 and 3 detail the proposed
timeline to implement this transition. Lastly, Attachment 4 provides a comparison of three different
types of two-year budget structures used by other municipalities.

Core Components of the Biennial Budget Structure Proposal

1. The Biennial Budget Cycle
The City will adopt a two-year budget (biennium) that functions as two, distinct one-year spending
plans.
e Control: Retains annual appropriations to ensure strict cash management and auditing
compliance.
¢ Flexibility: Allows departments to plan with a 24-month horizon, while providing a mid-
biennial opportunity for technical adjustments.
e Process: The Mayor proposes and Council amends both years of the budget
simultaneously.

2. Four-Year Strategic Plan
A prerequisite for the biennial shift, this plan serves as the policy blueprint for the City.
¢ Prioritization: Identifies collective goals, capital priorities, and key performance indicators
(KPIs).
Fiscal Integration: Includes revenue and cost projections for every outlined goal.
Community Input: Incorporates public participation via hearings/open forums and
statistical polling to ensure alignment with resident needs.
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3. Multi-Year Capital Plan
To resolve the fragmented nature of year-by-year infrastructure funding, the Multi-Year Capital
Plan will manage long-term investments in physical and technological assets.
e Comprehensive Metrics: Tracks total project costs, maintenance requirements, and
useful life cycles.
e Funding Continuity: Uses the biennial budget cycle to ensure projects that are ready for
construction are funded through completion, rather than risking work stoppages due to
annual budget fluctuations.

4. Multi-Year Financial Plan
The Multi-Year Financial Plan provides a quantitative framework to measure long-term fiscal
stability against the set goals from the Four-Year Strategic Plan. Key enhancements include:
e Economic Analysis: Tracking national and regional trends (Gross Domestic Product,
inflation, etc.) that impact City revenue.
e Gap Analysis: Projecting annual deficits or surpluses to address long-term imbalances.
¢ Fiscal Improvement: Establishing a specific plan to bolster reserves and long-term
municipal health.

Proceeding with a transition to a biennial budget cycle represents a fundamental shift in the fiscal
governance of the City. This reform moves away from reactive, year-to-year resource allocation in
favor of a proactive, multi-year strategy that aligns financial decisions with long-term policy goals.
Under this model, the City will authorize a two-year spending plan that maintains the rigor of annual
accounting, while providing departments with the stability needed for long-range planning.
Furthermore, by integrating strategic planning with multi-year financial and capital frameworks, the
City will enhance stability, departmental planning, and infrastructure investment.

DISCUSSION
Biennial Budget Structure Proposal

The CAQ’s proposed Biennial Budget Cycle builds on the strengths of the existing budget process,
including the deadlines established by the Charter, protocols and procedures for vetoes and veto
overrides, and the roles of the Mayor and Council in the budget process. Additionally, the CAO’s
proposal is informed by discussions with budget staff from cities that have transitioned to a biennial
budget cycle including Oakland, San Francisco, and Seattle. The information gathered from these
interactions are summarized and presented under the Findings section of this report and in
Attachment 4.

1. Biennial Budget Cycle

Under the Biennial Budget Cycle, the City would adopt a budget for a two-year period (or biennium),
where the document still functions as two consecutive fiscal years with two, distinct one-year
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spending plans. This will retain a crucial measure of annual appropriations control necessary for
prudent cash management and financial tracking, as well conforming with traditional annual
accounting and auditing requirements. The departments will have a two-year outlook of their
respective budgets, enabling them to plan beyond one year and have the opportunity to request
adjustments anytime during the biennial period if operations divert from the adopted plan. The
general sequence of the biennial budget development process would be as follows:

e Prior to the beginning of the first year, the Mayor would prepare and propose the first and
second-year of a two-year budget. The Council would approve the budget for both years,
as submitted by the Mayor, or make modifications and return to the Mayor. The current
Mayor veto and Council veto override protocols related to the budget would continue to

apply.

e Prior to the beginning of the second year of the biennial budget (mid-term), the CAO
would complete a performance evaluation process to inform any necessary budget
adjustments for the second year of the biennial budget.

e Following the performance evaluation period, the CAO would propose changes to the
second-year budget via a Mid-Term Biennial Budget Report, subject to approval of the
Council and Mayor. The Mid-Term Biennial Budget Report will replace the traditional
budget development process for the second-year and include expenditure and revenue
recommendations across all the City funds that are required to address emerging needs
or changes based on the completed performance evaluations. This report will also
update the Multi-Year Financial Plan.

2, Four-Year Strategic Plan

While the Biennial Budget Cycle offers opportunities for administrative efficiency and long-term
stability, it inherently increases the complexity of financial forecasting and resource allocation.
Implementing a comprehensive strategic plan prior to this transition is not merely a best practice; it
is a prerequisite for maintaining fiscal discipline and achieving policy objectives over a 24-month
horizon.

The City should develop a Four-Year Strategic Plan that is proposed by the Mayor and subject to
approval by the Council. The strategic plan should identify, define, and prioritize the City’s collective
goals for the upcoming four-year period, including but not necessarily limited to identifying capital
project priorities based on the Capital Improvement Plan (CIP). The Four-Year Strategic Plan will
outline the resources needed to meet these collective goals, and must therefore include revenue
and cost projections associated with each outlined goal. Performance standards and key
performance indicators must also be incorporated in the plan, so that an evaluation can be
measured toward meeting the set goals. These components serve as a shared comprehensive
blueprint to guide decision-making, policy, and resource allocation across all City departments.
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This will serve as the basis for transitioning from the current method of year-to-year resource
allocation management to strategically aligning long-term financial planning with the City’s
overarching mission and multi-year goals. This Four-Year Strategic Plan should have a public
participation component, such as public hearings, statistical polling, or leveraging information and
feedback from community stakeholders.

3. Multi-Year Capital Plan

A Multi-Year Capital Plan is a distinct and essential companion to a Biennial Budget Cycle. While
the operating budget covers day-to-day expenses, the Multi-Year Capital Plan manages long-term
investments in physical infrastructure and technology. Because capital projects rarely conform to a
12 or 24-month window, a formal Multi-Year Capital Plan is critical to ensure that the City’s Biennial
Budget Cycle remains a tool for growth rather than a source of fiscal unpredictability.

The City’s current Capital Improvement Plan (CIP) consists of two components: a capital budget
and a capital program. A capital budget is the current year’'s spending plan for capital projects. The
City identifies this as the annual Capital and Improvement Technology Expenditure Plan (CTIEP),
which is part of the adopted budget. The capital program is a plan for capital expenditures that
typically extends from five to ten years beyond the capital budget, which the City identifies as the
five-year Capital and Technology Improvement Plan (CTIP), updated annually to include what was
funded in the CTIEP in the given funding year.

Through the development of a Multi-Year Capital Plan, the City will move beyond merely listing
projects with cost estimates and the fragmented approach to capital planning. Instead, the Multi-
Year Capital Plan will present a multi-year plan for developing, maintaining, and improving capital
assets, infrastructure, and technology. While there are current efforts underway by the Charter
Reform Commission and the Mayor relative to the development of a Multi-Year Capital Plan, at a
minimum, the Multi-Year Capital Plan should include the following:

1. Estimated overall costs of each capital project.

2. Estimated operational and maintenance costs for each project.

3. Estimated project timelines, including the standard useful life or maintenance cycle of
comparable assets.

4. Total revenues from each project.

5. Identified funding sources.

6. Project prioritization for all currently approved projects and intended future projects.

The City should use the Multi-Year Capital Plan to identify what the City will prioritize from the
capital program to fund in the capital budget for the next two to four years. This will avoid the current
practice of funding a project on a year-by-year basis, causing project delays if adequate funding is
not readily available during the following fiscal year. To codify the movement away from the
sporadic funding approach, the City should adopt the Multi-Year Capital Plan as a long-term
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planning project and funding management tool and ensure it is accounted for in the biennial budget
and its impacts captured in the Multi-Year Financial Plan.

4, Multi-Year Financial Plan

In addition to the Four-Year Strategic Plan, a successful transition to a biennial budget and its
ongoing recalibration requires a more in-depth Multi-Year Financial Plan. While a strategic plan
defines the goals of an organization, a Multi-Year Financial Plan provides the quantitative
framework necessary to achieve them. When transitioning to a biennial budget cycle, a Multi-Year
Financial Plan serves as the essential bridge between high-level policy and fiscal reality. A Multi-
Year Financial Plan ensures that the two-year budget is treated as a dynamic document as part of
a sustainable, long-term financial trajectory.

While the City already incorporates many portions of a Multi-Year Financial Plan in its current
practices, as demonstrated in the Four-Year Budget Outlook, it lacks the key elements of robust
strategic planning, reserve projections, and a fiscal improvement plan as described as follows.

The Multi-Year Financial Plan should include the following key components:

e Economic Conditions and Qutlook: Analyzes the US, state, and local economies. The
City does not operate in an isolated environment. Changes in the US economy including
but not limited to the gross domestic product (GDP), employment, federal funds rate, and
inflation will impact the outlook of the City. The condition of the City’s finances are also
impacted by the regional economy and industry and consumer trends within the Los
Angeles area.

e Revenue Projections: Demonstrates trends in existing revenue streams to illustrate the
level of available resources given current policy and projected economic assumptions.

e Expenditure Projections: Estimates the future costs of current services, adjusted for
inflation and known obligations (such as collective bargaining increases or lease
escalations). Robust expenditure estimates would project known obligations and make
adjustments in future years to reflect planned expenditures and all capital investments
that are approved as part the Multi-Year Capital Plan.

e Annual Deficits/Surplus: Compares projected revenues and expenditures to highlight
budget imbalances and/or structural deficits.

e Balance of City Reserves: Reflects and projects the reserves available to the City to help
endure short-run fiscal pressures, such as revenue shortfalls or unanticipated
expenditures.
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e Fiscal Improvement Plan: Identifies goals to improve the long-term fiscal condition of the
City, specifies the local actions necessary to achieve those goals, and defines
performance measures that will help measure progress.

Similar to the Four-Year Budget Outlook, the Multi-Year Financial Plan would be developed by the
CAO on an annual basis and would reflect the adopted budget and include estimates of revenues
and expenditures in future years.

Proposed Charter Amendments for a Biennial Budget Structure

The guidelines for the current annual budget process are established by City Charter (Charter)
Sections 310 through 315. These sections define specific requirements for all budget documents.

Section 310. Fiscal Year.

Section 311. Budget Estimates to Mayor; Statement of Budget Priorities.

Section 312. Mayor’s Proposed Budget.

Section 313. Council Consideration of Budget.

Section 314. Mayor’s Veto.

Section 315. Council Consideration of Mayor’'s Veto Message; Final Adopted Budget.

In addition to the above Charter sections specific to the development of the budget, Sections 291
and 292 relative to the powers and duties of the CAO, including conducting research in
administrative management, are key components to the successful development and
implementation of the budget.

If the Council and Mayor is interested in pursuing a transition of the City to the proposed Biennial
Budget Cycle, amendments to these Charter sections, as well as new sections are required. These
changes require voter approval. The table below summarizes the impacted sections of the City
Charter and describes the recommended changes required to transition to a biennial budget
process. New sections that are required to incorporate all recommended aspects of a biennial
budget are also presented. The proposed amendments to the Charter are provided in
Attachment 1.
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Timeline for Implementation

The proposed Charter amendments are expected to be presented for voter approval on the
November 2026 General Municipal Election. Should the amendments be approved, the City will
need time to transition from an annual budget to a two-year budget as well as develop the various
components of the Biennial Budget process presented in this report. Since the annual proposed
budget for Fiscal Year 2027-28 will be in development when the election results are certified, the
City’s transition can begin in earnest in calendar year 2027. The first step in this transition will be
the development of the Four-Year Strategic Plan.

The Four-Year Strategic Plan may take several months to develop as it will require public
engagement and must be completed before the development of the first biennial budget proposal.
Furthermore, other Citywide planning efforts, in particular those for the 2028 Olympic and
Paralympic Games (2028 Games), may occupy the personnel and resources that would otherwise
be focused on the Four-Year Strategic Plan. In light of the uncertainty as to the timeline for
completion, the proposed Charter language stipulates that the Mayor shall prepare and the Council
shall approve the Four-Year Strategic Plan in a manner and for a period established by ordinance.
Furthermore, the initial Biennial Budget Cycle will also be established by ordinance, which will
depend on the final approval of the Four-Year Strategic Plan.

While the proposed Charter language provides flexibility with regard to the City’s transition to a
Biennial Budget Cycle, based on the CAOQO’s insights identified through discussions with other
municipalities with biennial budgets, and the need to establish a realistic and achievable transition
goal, we propose the following transition timeframe.

To provide the City with sufficient time to develop the initial Four-Year Strategic Plan, the initial
Four-Year Strategic Plan shall cover the following fiscal years: 2030-31, 2031-32, 2032-33, and
2033-34. Even if the development process can begin in early 2027, the majority of the development
will take place in Fiscal Year 2027-28 and may not be complete prior to the 2028 Games. As such,
we anticipate the completion of the initial Four-Year Strategic Plan to occur in Fiscal Year 2028-29
at the time the annual budget for 2029-30 will already be in development. Thus, 2029-30 is not
included in the Four-Year Strategic Plan and represents the last budget under the existing annual
budget framework.

With a Four-Year Strategic Plan in place by 2029-30, the budget development process for the first
biennial budget can begin with the Mayor’s statement of priorities and instructions to departments.
This step is followed by the development and approval process for the first biennial budget that will
cover fiscal years 2030-31 and 2031-32 and the development of the Multi-Year Financial Plan.

Prior to the end of the first year of the biennial budget, the CAO will initiate a performance evaluation
review process that will inform the development of a Mid-Term Biennial Budget Report. This report
will serve as the mechanism for how budget adjustments for the second year of the biennial budget
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Case Studies of Other Municipalities with Biennial Budgets
Oakland, California
Key Takeaways:

e The Mayor and Council work together to set priorities based on public participation at the
very beginning of the budget process. The Mayor, with assistance from the City
Administrator, proposes the budget and must document whether Council and public
participation-outlined priorities were incorporated in the Proposed Budget.

e The City operates on a true biennial budget cycle, with each fiscal year being its own
spending plan. A mid-cycle review and adjustments process occurs toward the end of
the first-year of the biennium cycle to update projections, make technical adjustments,
and ensure the second-year budget is balanced. Departments may request an
adjustment, but the Mayor must ultimately propose these adjustments for adoption in the
mid-cycle review.

e The mid-cycle review is preliminarily used as a tool to true up projections and keep the
budget balanced. This means limited opportunities until the following start of the biennial
budget cycle, if there is a desire to add programs/services or make significant changes.

The City of Oakland’s (Oakland) budget process is led by the Mayor, City Council, the City
Administrator, and Oakland residents. A 2002 report, authored by the City and County of San
Francisco Office of the Legislative Analyst (File #021309), noted that Oakland had a true biennial
budget. A true biennial budget, as stated in the report, is premised on either the appropriation of
funds for two-year time periods or two-consecutive, but non-transferable time periods.?

Oakland falls within the second part of that definition. While the City adopts its budget for a two-
year period (or biennium), the document is functionally divided into two distinct, one-year spending
plans.® This structural distinction is significant, allowing city staff and the city council to realize the
strategic benefits of 24-month planning, particularly for major initiatives like large capital
improvement programs, while simultaneously retaining a crucial measure of annual appropriations
control necessary for prudent cash management and financial tracking. This structure ensures that
budgetary tracking conforms to traditional annual accounting and auditing requirements, despite
the longer-term biennial policy period.

This Office was unable to identify when Oakland instituted its two-year budget cycle. Our research
indicates that Oakland has been operating on a two-year biennial budget cycle since at least the
early 2000’s, based on information reviewed on its council file management system; however, it is
likely that this process goes back even further. This Office reviewed Oakland’s City Charter and did
not find any specific language regarding a two-year or biennial budget. Thus, we infer that since it
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is not formalized in their City Charter, a two-year budget cycle must have been authorized by other
means.

In 2013, Oakland’s City Council adopted Resolution No. 84385 (C.F. 12-0424) that established the
City’s budget process transparency and public participial policy.'® Resolution No. 84385 (C.F. 12-
0424) was later incorporated into Ordinance No. 13279 (C.F. 14-0120), which is now superseded
by Ordinance 13487 (C.F. 18-0281). These actions are outlined below, as they are holistic
documents, but with origins from Resolution No. 84385 (C.F. 12-0424).

The current regulations were established following the 2012 budget cycle, during which late-stage
amendments precluded public discourse.’” Consequently, all proposals must now be submitted a
minimum of three days prior to the formal adoption meeting to ensure transparency. Additionally, a
cost analysis requested for the proposed amendment must be submitted to the City Administrator
at least five working days prior to the budget’s final adoption. Resolution No. 84385 (C.F. 12-0424)
also establishes deadlines and requires the budget adoption process to include the following:'°

Council Budget Briefings and Priorities Discussion

Five-Year Forecast

Assessment of Stakeholders Needs, Concerns, and Priorities
Statement of Councilmember Priorities

Administrator’s Budget Outlook Message and Calendar Report
Release of Mayor and Administrator's Proposed Budget
Community Budget Forums

Budget Advisory Committee’s Report

Council President’s Report

Council Budget Amendments

Process Feedback and Continual Improvement

Oakland’s City Charter does not explicitly reference the words two-year or biennial budget.
However, Resolution No. 84385 (C.F. 12-0424) does reference Oakland’s City Charter, Article VIII
Fiscal Administration, Section 801 Budget, which states the Charter of the City of Oakland provides
that the City Administrator shall prepare budget recommendations for the next succeeding fiscal
year, which the Mayor shall present to the Council, in a form and manner and at a time as the
Council may prescribe by resolution.'? Resolution No. 84385 (C.F. 12-0424) specifies that every
two years, the Mayor and City Administrator shall release a proposed budget for City Council
consideration and that the City must adopt a balanced biannual budget by June 30 in each two-
year budget cycle.°

In 2014, Oakland adopted Ordinance No. 13279 (C.F. 14-0120), which established a new rainy-
day policy and consolidated all fiscal policies. This formally codified the budget process first outlined
in Resolution No. 84385 (C.F. 12-0424), including the monumental fiscal policy dictating budgeting
practices, which stated that the City shall adopt a two-year (biennial) policy budget by July 1st of
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Attachment 2 — Proposed City of Los Angeles Biennial Budget Process Timeline

Attachment 3 — Biennial Budget Transition Timeline

Attachment 4 — Comparisons of Three Different Two-Year Budget Structures
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