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SUMMARY

The 2015-16 Adopted Budget provides $53.91 million for the Liability Claims Account. These 
funds are set-aside for the payment or settlement of claims brought by or against the City. In the 
Second Financial Status Report (FSR) released by our Office in December 2015, a potential $84 
million year-end shortfall was projected in the Liability Claims Account (C.F. 15-0600-S90). The 
transfers approved as part of the Second FSR, including $4.2 million appropriated from a 
canceled check and $29.0 million transferred from the Reserve Fund through the Unappropriated 
Balance (UB), increased the Liability Claims Account budget to $87.11 million and reduced the 
deficit to approximately $51 million.

In the Second FSR, it was reported that the year-end projected expenditures for the Liability 
Claims Account will total $138 million. The deficit is largely due to significant litigation related to 
employment/discrimination matters, as well as wrongful imprisonment, dangerous conditions, and 
inverse condemnation. It is now projected that the total expenditures for this year will total $120 
million, which is $18 million less than previously projected. This includes anticipated payouts 
related to the Attorney Conflicts Panel. Based on the year-end projected expenditures of $120 
million, as well as the various actions already taken to offset a portion of the deficit ($33.2 million), 
there is a remaining year-end projected deficit of about $33 million in the Liability Claims Account.

To date, the City has approved $82.85 million in payouts (actual expenditures plus payments that 
still need to be processed) for an available balance of $4.26 million in the Liability Claims 
Account. However, due to the current rate of expenditures in this account and the magnitude of 
recent settlements, available funding is expected to be fully exhausted prior to the anticipated 
release of the Mid-Year FSR in late February 2016. A $2 million transfer from the UB is now 
needed to address Liability Claims expenditures through February. Funding is currently available 
in the UB, Outside Counsel account for this transfer.
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This action will reduce the remaining year-end deficit to approximately $31 million. However, it 
should be noted that the $31 million deficit is subject to change based on more current estimates 
from the City Attorney’s Office. We will report back in the Mid-Year FSR with updated year-end 
projected expenditures for the Liability Claims Account.

RECOMMENDATIONS

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

Authorize the Controller to transfer $2 million from the Unappropriated Balance Fund No. 
100/58, Account 580197, Outside Counsel, to the Liability Claims Fund 100/59, Account 
009780, Liability Payouts, for anticipated expenditures prior to the release of the Mid-Year 
Financial Status Report; and,

1.

Authorize the City Administrative Officer to make technical corrections as necessary to 
implement the recommended transfer in this report.

2.

FISCAL IMPACT STATEMENT

The recommendation in this report will transfer $2 million from available funds in the 
Unappropriated Balance, Outside Counsel account to the Liability Claims Account. The 
recommendation is in compliance with the City’s Financial Policies in that there is no additional 
impact to the General Fund and one-time funds are used for one-time expenses.
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