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Presenter Notes
Presentation Notes
Good evening commissioners and members of the community in attendance tonght.  For this presentation, I am going to go over the basics of the Rent Board’s budget before presenting staff and the Budget & Personnel Committee’s FY 2024 budget recommendation to the Board.  




Budget 101
Five Questions

How much money are we starting with?

How much revenue is projected?

What cost increases are anticipated?

What new expenditures are required and 
needed?

What is the Board’s reserve level for next fiscal 
year?

Presenter Notes
Presentation Notes
When reviewing the status of the Board’s budget, answers to the 5 following questions provide the foundation for making next fiscal year’s budget recommendation.  
Question one is – how much money is the Board starting with at the beginning of the fiscal year after all accounts are settled and all checks have cleared?.  
Question two is – how much revenue is projected during the next fiscal year? How much money will the board receive from registration fees and for other services?
Question three is – what cost increases are anticipated? Here, we are talking about cost increases needed to continue providing existing and agreed upon services that the agency regularly provides. 
Question four – what new expenditures are required and/or needed?  These are another way our costs increase/and it is also where the Board’s budgetary decisions usually have the most impact. 
Question five – what is the Board’s target reserve level for the end of next fiscal year? Or how much money, ideally, should the Board have left over for the following fiscal year. This is another area where the Board has a decision to make.  The reserve target determines if the Board can spend some of the money it has in its reserve, or if it has to use some of next fiscal year’s revenue to replenish the reserve.
These are foundational questions that staff and the Budget & Personnel Committee ask when preparing the budget recommendation. I will go into each in more detail as the presentation proceeds.  




Q: How much money are we starting with?
A: FY 2023 Year-End Projections

Year-End Uncommitted Reserve: 
$1,264,000

Capital Reserve: $133,513

Presenter Notes
Presentation Notes
The first budget question is: “How much money are we starting with?”  Luckily, in our case, the answer to this question is not zero.  Since this is a fiscal year budget, with FY 2024 starting on July 1st of 2023 – the answer to this question is, the year-end projections for this fiscal year.  Meaning what our budget looks like at the end of the day on June 30th, 2023 is what we will start with for the next budget cycle/
At the end of this fiscal year the Board should have around $1,264,000 in its uncommitted reserve and $133,513 in its Capital Reserve.  This means the Board should start next fiscal year with just under 1.4 million dollars in its bank account.  This is the starting point for next year’s budget.



• Revenue Type

Revenue Type FY 2023 Units FY 2023 Total FY 2024 Units FY 2024 Total

Fully-Covered Units 19,600 x $250 = $4.9 Million 19,600 X $290 = $5.68 Million

Measure MM Units 5,000 x $150 = $750,000 5,200 X $178 = $925,000

Totals 24,600 Units = $5.65 Million 24,800 Units =  $6.6 Million

Presenter Notes
Presentation Notes
The next budget question is, how much money are we going to make next fiscal year; or in budget terms, what is the Board’s projected revenue?  This is calculated by taking the number of units that are required to register and multiplying that total by the registration fee amount. This is done separately for both fully-covered and partially-covered units since they have different fees.

For the current fiscal year, FY 2023 – we have 19,600 units times a $250 fee, which is equal to $4.9 million dollars in fully-covered registration fee revenue.  For Measure MM, or partially-covered units, in FY 2023, we have 5,000 units times a $150 per unit fee. This equals $750,000 in revenue.  For FY 2023, in total we have 24,600 units bringing in about $5.65 million in registration fees.
Making these same calculations for FY 2024 allow us to project revenue for next fiscal year. Again we have 19,600 fully-covered units, multiplying those by $290 per unit, equals 5.68 million dollars.  For partially-covered units, we are increasing our target next year to 5,200 units – we feel this is a conservative increase given all the construction going on in Berkeley.  5,200 units times $178 per unit is $925,000.   Now you can see how staff reached a projection of $6.6 million dollars in registration revenue coming from these 24,800 units.
This is the bulk of the Board’s annual revenue, but not all.



FY 2024 Revenue Projections

Revenue Type FY 2024 Projected

Fully-Covered Units $5,725,000

Measure MM Units $946,600

Penalties $250,000

Fair Chance Ord. $41,576

Misc. Fees $2,000

Total Projected Revenue $6,965,175

Presenter Notes
Presentation Notes
FY 2024 revenue projections here are slightly higher because they also include registration fees from both fraternities, and partially-covered properties with only affordable, below market rate housing units – both of which pay a lower registration fee.
Here we have penalty revenue projected at $250,000, Fair Chance Ordinance implementation compensation from the City Council at just over $40,000 and we also include $2,000 in miscellaneous fees.  Total FY 2024 revenue is projected at just under 7 million dollars.



Q: What costs are increasing? 
A: FY 2024 Non-Negotiable Cost Increases + $750,000

Personnel Costs (Cola + Benefit increases) +$150,000

Establishing Finance Unit +$565,000

Building Rent & School Board  +$20,000

Board Stipend + $10,000

Possible Small Increases to Vendor contracts +$5,000

Presenter Notes
Presentation Notes
Our 3rd budget question is, what costs are increasing?  What are the cost increases needed to keep the lights on and to continue to provide services?  These are for personnel and services that are set in place and are not negotiable.
The first cost increase for next fiscal year are personnel costs, including a small cost of living increase and benefit increases which total at $150,000.
The next increase is for the establishment of the finance unit. While the positions for this unit were added to the staffing model this fiscal year. Next fiscal year will be the first full year the board pays for the salary and benefits for these positions and that’s going to cost around $565,000 next year.
The next cost increase is for building rent and the Berkeley School Board meeting room. This $20,000 is is due to a small rent increase for our current office space and the payment for a full year of Board meetings in the school board meeting room, which costs the agency $1,200 per meeting.
The next increase is for the Board stipend, which is has a CPI increase that goes into effect in January and will increase costs by about $10,000.
Finally – we have added $5,000 for possible small increases to our ongoing vendor contracts, which typically ask for cost of living increases every few years.
In total there are about $750,000 in increases the Board must absorb next fiscal year.



Q: What new expenditures 
are required and needed?
A: Office Relocation

Upfront Costs + $200,000

Potential Other Costs 
+ $233,000

Presenter Notes
Presentation Notes
After establishing cost increases for existing expenses, the next budget question is: what new expenditures are needed or required?  The biggest new expense planned for next fiscal year is for the office relocation. 
Known upfront costs include: moving expenses, first month’s rent, and a security deposit of up to 3 months’ rent.  Staff have included these costs in the budget proposal at about $200,000 – with the biggest expense being for security deposit.
There are also several other potential costs related to the office relocation.  These include costs for the architectural services required to plan office space tenant improvements, tenant improvement construction costs, the costs for installation of IT infrastructure, and potentially additional rent for our current office space, in the scenario that tenant improvement delays require to us to spend more time at our current location – past our February 2024 lease expiration.
Since these costs are unknown at the moment, funding for them is proposed to be placed in the Board’s unallocated account.  These costs are high end estimates, and staff is hopeful that actual costs will come in lower. For example – we were advised to budget for a security deposit equal to 3-months’ rent, but we are going to try to negotiate for a security deposit that is only equal to one month’s rent.  Just that change, could result in over $80,000 in savings.



Budgeting for FY 2024 
Agency Priorities

Max Estimated Office Relocation $433,000

Digitizing Property Files $95,000

Staff and Board Trainings $60,000

Digital Education $40,000

Increased Travel +$10,000

Presenter Notes
Presentation Notes
This slide goes over other new or proposed increases to expenditures for FY 2024.  $433,000 is the maximum expenditure estimated for the office relocation, again both the Budget & Personnel Committee and staff are hopeful the actual costs will come in lower.
The next item is the digitization of the property files.  The property files are kept in a heavy-duty filing system that is secured to a concrete foundation.  Moving this filing system to a new location would cost the agency about $20,000.   Digitizing these records will save that expense, and increase ease of access to these records for the both public, staff and commissioners.
The 3rd increased expenditure is $60,000 for staff and Board trainings.
The 4th is $40,000 towards increasing education.
The 5th is to increase the travel budget to ensure there is funding available so staff and Board can attend conferences or trainings.




Staffing 
Model 27.0 FTE

3.0 Existing Vacancies

Office Specialist 
(Registration)

Assistant Management 
Analyst (Finance Unit)

Policy Director

Presenter Notes
Presentation Notes
The budget recommendation does not include any changes to the staffing model.  Currently the Board’s staffing model has 27 full-time equivalent employees.  3 positions are currently vacant.   There is a vacant office specialist in the Registration Unit. Currently we are in the hiring process for that position.  The Board approved the creation of a new Assistant Management Analyst for the Finance Unit at its last meeting. Staff anticipate this position will be hired early in the 1st quarter of FY 2024.  Finally, the Policy Director position still needs to go through the review and approval process with the City of Berkeley’s Personnel Board.




FY 2024 Budget 
Recommendation

$7,026,110 in recurring expenditures

$120,350 from capital reserve 
(3Di development & file digitization)

$433,000 office relocation expenditure

$7,506,460 spending level

Presenter Notes
Presentation Notes
To summarize the Budget & Personnel Committee’s budget recommendaiton on the expenditure or spending side:
Proposed FY 2024 recurring expenditures are at $7,026,110 – recurring expenditures are those that will continue in future years such as for staff, the Board, or ongoing contracts.
$120,350 of expenditures would come from the Board’s capital reserve. Half for the 2nd and final development payment to 3Di, and half for the file digitization project.
Again, the $433,000 proposed expenditure for the office relocation 
The total spending level for all activities is $7,506,460, and that is the spending authority staff and the Budget & Personnel Committee recommend the Board authorize for FY 2024.



Q: What is the Board’s reserve level for FY 2024?
A: Board Uncommitted Reserve Policy

Staff 
Recommends

a 12% Reserve for 
FY 2024

Presenter Notes
Presentation Notes
The final budget question is, what reserve level will the Board target for FY 2024.  This determines whether the Board can use some of its reserve balance, ideally for one-time expenditures, or if it has to dedicate some of its revenue to increasing the reserve.   Recently, the Board has set a reserve target of under 8% in order to avoid increasing the registration fee.  Due to both increased revenue from partially-covered units and salary savings, the Board’s reserve has never gone below the 16% target that the Committee recommended to the Board in March. 
For FY 2024, staff and the Budget & Personnel Committee recommend that the Board target a 12% reserve – this will allow the Board to use some of its reserve to absorb one-time costs related to the office relocation.  Again, we are hoping these costs will come in lower than the max allocation – and the reserve may not end up going to 12%, but both staff and the committee recommend that this extra money be made available if necessary.   



Projected   
FY 2023

Proposed     
FY 2024

Total Authorized Fund Expenditures 6,602,445 7,506,460 
Fully-covered Unit Revenue 4,350,000 5,725,000 

Measure MM Revenue 600,000 946,600 
Registration Penalties 425,000 250,000 

Fair Chance Ord. Administration 41,575 41,575 
Misc. (Project review, Settlements, Admin. Fees) 1,500 2,000 

Total Authorized Fund Revenue 5,418,075 6,965,175 
FY 23 Registration Revenue 775,359

Annual Surplus/Shortfall (409,011) (541,285)

FUND BALANCE (cash basis) 1,397,668 856,383 
FUND BALANCE (accrual basis) 1,397,668 856,383 

TOTAL UNCOMMITTED RESERVE BALANCE 1,264,155 843,220 

Presenter Notes
Presentation Notes
This next slide shows a snapshot of the Board’s budget. This differs from the budget spreadsheet in the Board packet because it focuses on what money was received during this registration year. The highlighted number is the $775,000 of FY 2023 registration revenue that the Board received in FY 2022.
The green text shows where the Board’s reserve balance is projected to end the year at over 1.2 million dollars and how the recommended budget, and 12%  target could reduce the Board’s reserve to as low as 843,000 dollars.



Budget & Personnel Committee’s
FY 2024 Budget Recommendation

FY 2024 revenue projection of $6,965,175

Proposed FY 2024 Recurring Expenditures of $7,026,110   

Spending from the Board’s Capital Reserve of $120,350  

Max spending from the uncommitted reserve of $420,935 

Total Proposed Spending Authority of $7,506,460 

Presenter Notes
Presentation Notes
�In summary, the Budget & Personnel Committee’s FY 2024 budget recommendation includes:
Projected revenue of just under 7 million dollars.
Recurring expenditures of just over 7 million dollars
Spending of 120,00 dollars from the Board’s capital reserve
Utilizing up to $420,000 from the Board’s uncommitted reserve
Total Board spending authority of just over 7.5 million dollars.



Questions

Presenter Notes
Presentation Notes
I hope this presentation was clear and gave everyone a good understanding of where the Board’s budget stands, as well as what is included in the Budget & Personnel Committee’s FY 2024 budget recommendation. Executive Director Williams, myself and the members of the Budget & Personnel Committee are available if the Board has any questions. Thank you.
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