Public Comment: The public is encouraged fo
address City Council on any matter listed on the
agenda or on any other matter within its
jurisdiction. If you wish to address the City Council,
please complete the card that is provided at the
rear entrance to the Council Chambers and hand
the card to the City Clerk or a member of staff. City
Council will hear public comment on items listed
on the agenda during discussion of the matter and
prior to a vote. City Council will hear public
comment on matters not listed on the agenda
during the Oral Communications period.

Pursuant to provisions of the Brown Act, no action
may be taken on a matter unless it is listed on the
agenda, or unless certain emergency or special
circumstances exist. The City Council may direct
staff to investigate and/or schedule certain matters
for consideration at a future City Council meeting.

AGENDA

ADJOURNED REGULAR MEETING OF THE
CITY COUNCIL

June 22, 2017
5:00 P.M.

Council Chambers
11710 Telegraph Road
Santa Fe Springs, CA 90670

William K. Rounds, Mayor
Jay Sarno, Mayor Pro Tem
Richard J. Moore, Councilmember
Juanita Trujillo, Councilmember
Joe Angel Zamora, Councilmember

Americans with Disabilities Act: In compliance
with the ADA, if you need special assistance fo
participate in a City meeting or other services
offered by this City, please contact the City Clerk’s
Office. Notification of at least 48 hours prior to the
meeting or time when services are needed will
assist the City staff in assuring that reasonable
arrangements can be made to provide accessibility
to the meeting or service.

Please Note: Staff reports, and supplemental
aftachments, are available for inspection at the
office of the City Clerk, City Hall, 11710 E.
Telegraph Road during regular business hours 7:30
a.m.-5:30 p.m., Monday-Thursday and every other
Friday Telephone (562) 868-0511.



City of Santa Fe Springs
Study Session June 22, 2017

CALL TO ORDER

ROLL CALL

Richard J. Moore, Councilmember
Juanita Trujillo, Councilmember
Joe Angel Zamora, Councilmember
Jay Sarno, Mayor Pro Tem

William K. Rounds, Mayor

CITY COUNCIL

FY 2016-17 and 2017-18 Mid-Budget Cycle Revisions and Modifications
Recommendation: That the City Council:
e Approve the proposed revenue, expenditure, and personnel
adjustments as detailed in Attachments A through K.

ADJOURNMENT

I hereby certify under penalty of perjury under the laws of the State of California, that the foregoing agenda
was posted at the following locations; Santa Fe Springs City Hall, 11710 Telegraph Road; Santa Fe Springs
City Library, 11700 Telegraph Road; and the Town Center Plaza (Kiosk), 11740 Telegraph Road, not less
than 72 hours pyior tg the meeting.

‘ June 15, 2017
é&yfef Martindz, CMC Date
ty Clerk
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” NEW BUSINESS

FY 2016-17 and 2017-18 Mid-Budget Cycle Revisions and Modifications

RECOMMENDATION
That the City Council approve the proposed revenue, expenditure, and personnel
adjustments as detailed in Attachments A through K.

Background
In June 2016 the City Council adopted a two-year budget for Fiscal Years 2016-17

and 2017-18. As the City approaches the two-year budget's midpoint, it is appropriate
to adjust forecasted revenues, appropriation amounts, and budget assumptions based
on year-to-date information available. As a result, Staff has been working closely with
the City Council Subcommittees in assessing various aspects of the City’s fiscal
condition and formulating proper funding and operational actions and adjustments.

Following is a more detailed view of the City’s fiscal position, with updated information
: regarding estimated revenue and expenditure amounts for the City’s largest funds, the
E General and Water Utility Funds.

General Fund

; It is anticipated that the General Fund will end FY 2016-17 with a “net” deficit of
$440,000. This is $272,800 less than the $712,800 deficit anticipated earlier in the
Midyear Budget Review. The overall deficit is primarily a result of revenues falling
short of expectations. The deficit was not as large as anticipated during the Midyear
Budget Review due to savings throughout the departmental expenditures.

FY 2017-18 is also expected to yield a year-end deficit. It is expected to be
$3,303,500, compared to the break-even budget projected in the two-year Adopted
Budget. (See Attachment A) The primary reasons for the unfavorable change are
revenues being less than originally forecasted as well as a number of changes
anticipated in the departmental expenditures (discussed later in this report).

Budget Transfers / Use of Set-Aside Funds

Several recommendations are being made to close the budget deficits for both fiscal
years. The recommendations are a combination of the reduction or elimination of
budgeted transfers along with the use of set-aside funds the City has built up over the
| past several fiscal years. Although long-term challenges still face the City’s budget
|§ from a structural standpoint, these recommendations eliminate the near-term deficits
: without utilizing the City’s unrestricted reserves ($21.3 million). Additionally, adequate
funds exist in the affected set-aside funds to maintain current operational levels for
the remainder of the budget cycle. Most notably, the Capital Improvement Program

' Report Submitted By: Jose Gomez / Travis Hickey Date of Report: June 14, 2017
% Finance & Administrative Services
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~  (“CIP”) Fund is anticipated to have over $9.9 million available to allocate to new

improvement projects even after the recommended reduction and elimination of
transfers for FY 2016-17 and FY 2017-18. The recommend actions are illustrated in
Attachment B (along with revised fund balances) and summarized as follows:

FY 2016-17
e Eliminate the budgeted transfer from the General Fund to the Equipment
Replacement Fund in the amount of $269,000
e Eliminate the budgeted transfer from the General Fund to the Employee
Benefits Fund in the amount of $121,500
e Reduce the budgeted transfer from the General Fund to the CIP Fund by
$49,500 to $1,750,500

Total Budget Savings for FY 2016-17: $440,000

FY 2017-18

e Eliminate the budgeted transfer from the General Fund to the Equipment
Replacement Fund in the amount of $210,700

e Eliminate the budgeted transfer from the General Fund to the CIP Fund in the
amount of $1,800,000

e Transfer $892,800 from the Employee Benefits Fund to the General Fund to
offset higher personnel costs, primarily increasing California Public Employee
Retirement System (“CalPERS") contributions

e Transfer $400,000 from the Insurance Stabilization Fund to the General Fund
to offset increases in insurance costs, primarily related to higher workers’
compensation rates

Total Budget Savings for FY 2017-18: $3,303,500

Revenues (See Attachment C)

The FY 2016-17 General Fund revenues (not including Applied Revenues) are
projected to finish the year at $43,414,000, which is $200,000 higher than the Midyear
Budget Review estimate. As a reminder, the revenue forecast was lowered $1.6
million from $44.8 million to $43.2 million during the Midyear Budget Review. This
was primarily a result of anticipated declines in Sales Tax and Utility Users Tax of
$830,000 and $745,000, respectively. So, while the final estimate is slightly higher
than the Midyear Budget Review, it is still down $1.4 million from the original budgeted
revenues.

In June 2016, the total General Fund revenues for FY 2017-18 were projected to be
$45,664,000. The revised budget forecast of $43,675,000 is about $2.0 million (4.4%)
lower than originally estimated. The anticipated decline, as with FY 2016-17, is largely

'Report Submitted By: Jose Gomez / Travis Hickey Date of Report: June 14, 2017
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' in Sales Tax ($1.1 million) and Utility User's Tax ($870,000). Additional declines in
Franchise Tax and Development revenues are offset by expected increases in
Property Tax Pass-Thru and Investment Earnings along with other minor adjustments

to revenues.

One-Time Funding Sources

An important item to point out regarding both the FY 2016-17 and FY 2017-18 budgets

is that significant non-recurring loan repayments are included as additional sources to
; help balance the budget. Beginning in FY 2015-16, the City began receiving
i repayments of balances owed from the Successor Agency (former Community
Development Commission). Approximately $2.1 million and $1.8 million are expected
; to be received during FY 2016-17 and FY 2017-18, respectively. The repayments are
' expected to range from $1.5 - $2.0 million per year over the next three to four fiscal
years. While the repayments provide a source of cash flow and become available to
support operating expenditures, the flow of funds will cease once the balances are
repaid.

Expenditures (See Attachments D and K)

As of the FY 2016-17 Midyear Budget Review, total budgeted departmental
expenditures, net of applied revenues, were approximately $43.19 million. These
expenditures are expected to increase slightly to $43.23 million. This increase is more
than offset by an expected decline in non-recurring expenditures of $108,200 to an
anticipated total of $498,100. As noted above, the current budget includes transfers
to the CIP, Equipment Replacement, and Employee Benefits Funds. Due to the
projected deficit of $440,000, Staff recommends that the Equipment Replacement and
Employee Benefits Fund transfer be eliminated ($269,000 and $121,500,
respectively) and the CIP Fund transfer be reduced $49,500 to $1,750,500.

For FY 2017-18, total budgeted expenditures and uses were approximately $47.42
million. The revised amount is $48.74 million or $1,314,500 greater than the Approved
Budget, with about $1,827,900 (4.1%) more in departmental expenditures and
$139,300 more in non-recurring expenditures. These increases are partially offset by
the elimination of a budgeted transfer to the Employee Benefits Fund of $658,000
which had been originally budgeted to set-aside the estimated cost associated with
labor agreements that were pending at the time the budget was adopted. The $1.8
million in additional department expenditures includes these costs and, consequently,
the transfer is no longer necessary.

i Noteworthy adjustments in the departments include the following:

¢ Inclusion of labor related costs pursuant to the Memoranda of Understanding
(MOU) agreed to with the City’s three labor groups (previously included in the
budget as a transfer to the Employee Benefits Fund) - $658,000
' Report Submitted By: Jose Gomez / Travis Hickey Date of Report: June 14, 2017
Finance & Administrative Services
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e Denial of pension and other post-employment benefit (“OPEB”) funding from
the Successor Agency by the California Department of Finance (“DOF”) -
$375,000

e Increase in CalPERS pension costs - $175,000

e Decrease in Successor Agency administrative costs allowance (increasing
salaries/benefits charged to the General Fund) - $150,000

o Whittier Police Department (WPD) radio system upgrade (first year cost out of
a total of approximately $510,000) - $100,000

¢ Increase in workers’ compensation contributions - $81,000

e Increase in CA State Board of Equalization charge for sales tax administration
- $30,000

As in prior years there are several recommended budget revisions in the
Vehicle/Equipment Replacement (Activity #8000) and Non-Recurring Expenditure
(Activity #9000) components of the budget. They are included as Attachments E and
F, respectively.

Water Utility Fund (See Attachment G)

For FY 2016-17 revenues and expenditures/transfers are generally consistent with the
Midyear Budget Review. Revenues are expected to be slightly lower ($7,100) at
$12,620,800, while expenditures/transfers are expected to be approximately $91,800
higher at $11,084,400. The expenditure increase is primarily related to additional
labor costs charged to the water activities which were originally budgeted for within
CIPs and other non-water activities ($51,900) along with stand-by pay which had not
historically been budgeted ($18,000). Credit card merchant fees are also expected to
increase by approximately $20,600 over the previous estimate. Overall, a net surplus
of $303,800 is expected.

For FY 2017-18, revenues (mostly water sales) are anticipated to be $12.46 million,
or $433,000 (3.6%) higher than the $12.03 million originally anticipated. This is
primarily related to a rate increase which took effect during FY 2016-17 and higher
than anticipated consumption. Expenditures/transfers are expected to be about
$179,300 (1.5%) higher than the adopted $12.28 million in uses. The increase is
primarily related to an increase in the anticipated cost of water purchases of
approximately $150,000. Increases are also expected due to higher CalPERS
contributions ($26,250), credit card merchant fees ($23,100), stand-by pay ($18,000),
and electricity costs for the production facilities ($12,000). These increases are
partially offset by a reduction in the anticipated transfers to the General Fund non-
recurring activities due to the elimination of the water rate study ($50,000) and the
NPDES activity in the Engineering Division due to lower than expected
intergovernmental charges ($36,300). The overall adjustments result in a balanced
budget for the water utility compared to an originally anticipated deficit of $253,700.

It should be noted, however, that the budgets for both FY 2016-17 and FY 2017-18
do not include any “set-aside” amounts for future water-related CIPs or the

' Report Submitted By: Jose Gomez / Travis Hickey Date of Report: June 14, 2017

Finance & Administrative Services



City of Santa Fe Springs

i LS
’mw City Council Meeting June 22, 2017

Proposed Organizational/Staffing Changes (See Attachment H)

At this time there are no changes proposed to add or modify staffing levels. The only
recommendation is to change the title of the City’s four (4) Division Chiefs to Battalion
Chiefs. This is the title they had up until about 10 years ago. The Fire Chief believes
that this will help operationally during regional efforts with other agencies in better
conveying their roles in the department.

New Salary Schedules (Attachments | and J)

FY 2017-18 will be the second year of the Council-adopted two-year MOUs with the
various employee labor associations. The MOUs include a 2% Cost of Living
Allowance (COLA) for represented employees. The Council also extended the 2% to
non-represented (part-time) employees. As required by CalPERS, it is now necessary
for the Council to adopt the new salary schedule that incorporates the modification, to
be effective at the start of the pay period that includes July 1, 2017 (see Attachment |
— Citywide Salary Schedule). Costs associated with the modifications have already
been incorporated into the budget information.

January 1, 2018 marks the effective date of the next increase in the State’s minimum
wage from $10.50 to $11.00 per hour. As a result, it would be appropriate for the
Council to adopt the new salary schedule that incorporates the modification, to be
effective at the start of the pay period that includes January 1, 2018. The only wages
impacted are those below the $11.00 mark and those slightly above it. Costs
associated with the modifications have already been incorporated into the budget
information. (See Attachment J — Citywide Salary Schedule).

Future Outlook Concerns

As discussed on previous occasions, there are items of concern when looking to meet
the organization’s ongoing needs. The most significant is the growth in CalPERS’
pension contributions for all full-time personnel. While all full-time employees now pay
all of the employee equivalent contribution rates (Safety 9% and Miscellaneous 8%),
employer contributions are projected to continue increasing significantly through 2023.
There are a number of reasons for this including a smaller City workforce relative to
the number of retirees, CalPERS investment losses, a lower CalPERS investment
discount rate, and adopted changes in mortality assumptions. While these conditions
have existed for the past few fiscal years, the CalPERS Board again approved a
further reduction in the investment discount rate during FY 2016-17. The discount
rate will be reduced from 7.5% to 7.0% over the next three fiscal years. This change,
in conjunction with the other factors noted above, are expected to add approximately
$6.2 million in annual required contributions from a current level of approximately $8.7
million to an anticipated $14.9 million in FY 2022-23.

| Repor’r Submitted By: Jose Gomez / Travis Hickey Date of Report: June 14, 2017
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‘ With the decline in Sales Tax and Utility User's Tax experienced during FY 2016-17

and anticipated for FY 2017-18, and most other revenue sources expected to remain
fairly flat, the challenge of rising expenditures facing the City is significant. As noted
above, the one-time loan repayments received play a significant role in balancing the
City budget in the near-term. However, in the long-term the City will need to consider
other recurring revenue options as well as expenditure containment strategies. Staff
is currently working with the Council Subcommittees to discuss these issues in greater
detail. Along with the Council, by mid to late summer we anticipate initiating
conversations with the City's labor groups, independent subject-matter consultants,
and community stakeholders to help provide ideas that can help shape the City’s long-

term direction.
2/

Thaddeus McCormack
City Manager

Attachments:

A — General Fund - Sources and Uses Summary

B — Use of City “Set Aside” Funds

C — Revenue Adjustments

D — Department Expenditure Summaries

E — Vehicle Acquisition and Replacement (Activity #8000)

F — Non-Recurring Expenditures (Activity #9000)

G — Water Utility - Sources and Uses Summary

H — Proposed Organizational / Staffing Changes

| — Employee Salary Tables — Effective pay period including July 1, 2017
J — Employee Salary Tables — Effective pay period including January 1, 2018
K — Detailed Activity Budget Worksheets (Separate Binder)

Report Submitted By: Jose Gomez / Travis Hickey Date of Report: June 14, 2017
Finance & Administrative Services
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