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SAN FERNANDD

SAN FERNANDO CI1TY COUNCIL
SPECIAL MEETING NOTICE AND AGENDA
TUESDAY, FEBRUARY 17, 2015 —-4:30 PM

CitYy HALL - COMMUNITY MEETING ROOM
117 MACNEIL STREET
SAN FERNANDO, CA 91340

NOTICE IS HEREBY GIVEN that the San Fernando City Council will hold a Special Meeting on
Tuesday, February 17, 2015, at 4:30 p.m., in the Community Meeting Room, located at 117
Macneil Street, San Fernando, California.

CALL TO ORDER/ROLL CALL

Mayor Sylvia Ballin

Mayor Pro Tem Robert C. Gonzales
Councilmember Jesse H. Avila
Councilmember Joel Fajardo
Councilmember Antonio Lopez

PLEDGE OF ALLEGIANCE

Mayor Ballin

APPROVAL OF AGENDA

PUBLIC STATEMENTS — WRITTEN/ORAL

There will be a three (3) minute limitation per each member of the audience who wishes to
make comments in order to provide a full opportunity to every person who desires to address
the City Council. Only matters contained in this notice may be considered.

Staff Contact Brian Saeki, City Manager
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RECESS TO CLOSED SESSION

A) CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54956.9(D)(2) AND
54956.9(E)(1) - CONFERENCE WITH LEGAL COUNSEL TO DISCUSS FACTS AND
CIRCUMSTANCES UNKNOWN TO POTENTIAL PLAINTIFF WHICH MAY GIVE RISE TO
LITIGATION OR WHICH CREATE EXPOSURE TO LITIGATION
One (1) matter

B) CONFERENCE WITH LABOR NEGOTIATOR
G.C. §54957.6
Designated City Negotiator: Brian Saeki, City Manager

Employees and Employee Bargaining Units that are the Subject of Negotiation:
San Fernando Management Group (SEIU, Local 721)
San Fernando Public Employees’ Association (SEIU, Local 721)
San Fernando Police Officers Association
San Fernando Police Officers Association Police Management Unit
San Fernando Police Civilian Association (SEIU, Local 721)
San Fernando Part-time Employees’ Bargaining Unit (SEIU, Local 721)
All Unrepresented Employees

RECONVENE/REPORT OUT FROM CLOSED SESSION

STUDY SESSION

1) CONSIDERATION OF FISCAL YEAR 2014-2015 MID-YEAR BUDGET REVIEW
Recommend that the City Council:
a. Review and discuss the FY 2014-2015 Mid-Year Budget Review report; and
b. Adopt Resolution No. 7665 amending the City’s FY 2014-2015 budget to include the

proposed changes.

ADJOURNMENT

THE CITY OF

SAN FERNANDD
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I hereby certify under penalty of perjury under the laws of the State of California that the foregoing
agenda was posted on the City Hall bulletin board not less than 24 hours prior to the meeting.

Elena G. Chdvez, City Clerk
Signed and Posted: February 13, 2015 (9:00 a.m.)

Agendas and complete Agenda Packets (including staff reports and exhibits related to each item) are posted on the City’s Internet Web site
(www.sfcity.org). These are also available for public reviewing prior to a meeting in the City Clerk’s Office. Any public writings distributed by the
City Council to at least a majority of the Councilmembers regarding any item on this regular meeting agenda will also be made available at the
City Clerk’s Office at City Hall located at 117 Macneil Street, San Fernando, CA, 91340 during normal business hours. In addition, the City may
also post such documents on the City’s Web Site at www.sfcity.org. In accordance with the Americans with Disabilities Act of 1990, if you require
a disability-related modification/accommodation to attend or participate in this meeting, including auxiliary aids or services please call the City
Clerk’s Office at (818) 898-1204 at least 48 hours prior to the meeting.

THE CITY OF

SAN FERNANDD
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Special Meeting
San Fernando City Council
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THE CITY OF

SANFERNANDD

To: Mayor Sylvia Ballin and Councilmembers
From: Brian Saeki, City Manager
By: Nick Kimball, Finance Director
Date: February 17, 2015
Subject: Consideration of Fiscal Year 2014-2015 Mid-Year Budget Review

RECOMMENDATION:

It is recommended that the City Council:

a. Review and discuss the Fiscal Year (FY) 2014-2015 Mid-Year Budget Review report; and

b. Adopt Resolution No. 7665, amending the City’s FY 2014-2015 budget to include the
proposed changes.

BACKGROUND:

1. Pursuant to Section 2-647 of the City of San Fernando Municipal Code, a Notice of Public
Hearing was published in the Daily News and the San Fernando Valley Sun newspapers on
June 5, 2014 to notify interested parties and advise residents of the Public Hearing to adopt
the FY 2014-2015 City Budget.

2. On June 16, 2014, the City Council adopted a Resolution approving the FY 2014-2015 City
Budget.

3. Pursuant to the City’s Adopted Budget Policy, the City Manager will present a Mid-Year
Fiscal Review to City Council (typically between January and March). The purpose of the
Mid-Year Review is to update City Council on the financial condition of the City and
recommend adjustments to the City’s Budget that have been identified subsequent to
budget adoption.

4. In January and February 2015, the City Manager and Finance Department reviewed

revenues and expenditures through December 31, 2014, met with various Departments to
review proposed changes, and updated the General Fund’s five-year forecast based on the
proposed changes.



02/17/2014 San Fernando City Council Special Meeting Page 10 of 25

Consideration of Fiscal Year 2014-2015 Mid-Year Budget Review
Page 2 of 6

ANALYSIS:

The FY 2014-2015 Mid-Year Budget Review is an essential element in maintaining financial
stability. It gives the City Council an opportunity to review the General Fund, make the needed
course corrections to achieve a more accurate budget for the current fiscal year (resulting in

greater budget transparency), and helps shape the development of the FY 2015-2016 Budget.

Economic Outlook

The economy has continued to improve at a slow and steady pace since the end of the
recession. Nationally, Gross Domestic Product (GDP), which is a measure of productivity
through output, has continued to expand. GDP growth has been broad-based, with consumer
spending, business equipment production, manufacturing and nonresidential and residential
construction all contributing to overall gains. The U.S. unemployment rate in December 2014
was 5.6%, which is the lowest since June 2008 and more closely resembles a “normal”
unemployment rate.

California’s economy has also experienced growth over the last few years. The State’s
unemployment rate in December 2014 was 7.0%, which is also the lowest since June 2008. The
California housing market continues to send mixed signals as prices have seen significant
increases, but numbers of sales have been somewhat disappointing. The median price for a
home in the state is nearly 75% higher than it was at the bottom of 2009. Many of the
distressed units that were driving significant price declines have largely worked through the
system and foreclosures have dropped as a share of the sales mix. With traditional sales rising,
interest rates remaining low, and loosening of lending restrictions by banks, price appreciation
is expected to moderate toward levels that are more stable and in line with income and
population growth.

Locally, residential and commercial development in San Fernando has been consistently
increasing, especially over the last 6 to 12 months, as evidenced by strong sales tax, property
tax, and construction permit receipts. Assessed property values have returned to their pre-
recession levels and San Fernando is generating more sales tax per capita than surrounding
cities, including Santa Clarita, Simi Valley, and Los Angeles. San Fernando’s unemployment rate
continues to decline; although at 7.6%, it is still slightly higher than Los Angeles County’s rate of
7.5%. Overall, the outlook for San Fernando is strong and economic growth is expected to be
slow and steady.

General Fund
The General Fund is the chief operating fund for the City. The FY 2014-2015 Budget was

adopted with an annual deficit of approximately $300,000 as there were a number of items still
in flux, including the renegotiated Fire Services contract with the City of Los Angeles and the
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regional pool lease agreement with the County of Los Angeles, which had an undetermined
financial impact at the time of adoption. Now that those items have been finalized, and the
City has six months of supporting revenue and expenditure data, a number of items are
proposed to be adjusted that will balance the FY 2014-2015 General Fund budget.

Revenue Analysis

Total adopted revenues for FY 2014-2015 were $18,105,024 in General Fund, which represents
a 2% decrease from FY 2013-2014. Due to the uncertainties surrounding the City’s financial
position during the FY 2014-2015 budget development process, revenue estimates were very
conservative to protect against the need for additional cuts at mid-year. In the months
between budget development and mid-year, the City’s financial picture has greatly improved.
Consequently, a number of revenue adjustments are being recommended to more accurately
reflect actual expected receipts.

The net proposed revenue adjustments result in an increase of approximately $590,000. The
key changes are noted below:

Increase Sales Tax revenue by $200,000;

Increase Transaction Tax (Measure A) revenue by $200,000;

Increase Property Tax (Secured and Unsecured) revenue by $150,000;

Increase Residual Property Tax revenue by $150,000;

Increase Property Tax in Lieu of Motor Vebhicle License Fees revenue by $71,000;
Increase Sale of Property & Equipment revenue by $35,000;

Increase Successor Agency Administrative Cost Allowance by $40,000;

Decrease Rental Income revenue by a net of $27,886;

Decrease Pool related revenue by $128,500; and

10 Decrease CNG fueling station revenue by $100,000.

OooNOWUAWNRE

Based on mid-year receipts and estimates by the City’s revenue consultant, HdL Companies, all
of the sales and property related taxes are projected to increase due to improving economic
conditions.

Pool related revenues are projected to decrease by $128,500 due to the operating lease
agreement with the County of Los Angeles. Since the City is no longer responsible for the
operations of the pool, it will no longer generate annual revenues. Additionally, revenue
generated from sales at the City’s CNG fueling station are projected to decrease by
approximately $100,000 due primarily to a drop in crude oil prices. As crude oil prices drop, the
use of crude oil vehicles increases and the use of alternative fuel vehicles (e.g. CNG) decreases.

The net result of the proposed changes is an increase in General Fund revenue to $18,694,638.
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Expenditure Analysis

Total adopted expenditures for FY 2014-2015 were $18,397,816 in General Fund, which
included approximately $230,000 in capital expenditures. Department Heads were asked to
review their respective budgets and submit adjustments to account for any operational changes
that have been implemented since July 1°.

The net proposed expenditure adjustments result in an increase of approximately $300,000.
The key changes are noted below:

1. Increase Other Expense in Non-Departmental by $70,000 to pay the state Board of
Equalization for Measure A Implementation/Administrative costs;

2. Increase transfer to Self-Insurance Fund by $300,000 to fund increased workers’
compensation and claims costs;

3. Decrease transfer to Grant Fund by $100,000 to reflect early retirement of General
Fund’s liability to the Grant Fund;

4. Increase transfer to Gas Tax Fund by $44,000 to transfer to reimburse Gas Tax for a
portion of the street sweeping contract;

5. Net increase in Police Department salary accounts by $170,000 to appropriate earned
accrual (e.g. unused vacation leave, sick leave, floating holiday, etc.) payout for
separated employees;

6. Increase Public Works Capital equipment by $6,500 to replace four (4) obsolete
computers for staff; and

7. Net decrease in Recreation and Community Services expenditures by approximately
$200,000 due to leasing pool operations to the County of Los Angeles and reclassifying
the Recreation and Community Services Manager to Recreation and Community
Services Director.

The adjustments proposed in the General Fund are clean-up items to appropriate funds that
were overlooked, unknown, or unexpected at the time of budget adoption. The net result of
the proposed changes is an increase in General Fund expenditures to $18,704,153.

Other Funds

In addition to adjustments to the General Fund, there are a number of other funds that require
mid-year adjustments. Specifically, budget adjustments are being proposed in the Self
Insurance Fund (SIF), Equipment Replacement Fund (ERF), Water and Sewer Funds, Quimby

Fund, and Community Investment Fund.

Key changes in the proposed revenue adjustments in other funds are noted below:
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1. Increase Self Insurance revenue by $360,000, which is comprised $300,000 from the
General Fund to establish a reserve and $60,000 from the Water Fund to reimburse the
SIF for property insurance premiums on the various well sites.

2. Increase Equipment Replacement Fund revenue by $12,000 to account for sale of
surplus police and public works vehicles.

3. Net increase in Water Fund revenues by $500,000 based on year-to-date receipts and
staff projection.

4. Net increase in Sewer Fund revenues by $100,000 based on year-to-date receipts and
staff projection.

Key changes in the proposed expenditure adjustments in other funds are noted below:

1. Increase Self Insurance claims expenses by $350,000 due to higher than anticipated
liability and workers’ compensation claims costs.

2. Increase Equipment Replacement Fund expenses by $10,000 to cover the cost to fully
equip the new Police Interceptor vehicle. Expenses are offset by revenues from sale of
surplus PD vehicles.

3. Increase operating expenses in the Water Fund by approximately $380,000 to
appropriate retirement costs for employees funded by the Water Fund.

4. Increase capital expenses in the Water Fund by $1.3 million to carryover unspent FY
2013-2014 Capital Project funds for the Nitrate Removal System.

5. Increase operating expenses in the Sewer Fund by approximately $33,000 to
appropriate retirement costs for employees funded by the Sewer Fund.

6. Increase Quimby Fund expenses by $36,000 to appropriate funds for the Rec Park
Building improvement project. Quimby Funds are developer impact funds and must be
spent on park and park related improvements within a specified period of time.

7. Appropriate $20,000 in Community Investment Funds to reflect Councilmember
contributions to community events. As required by the City’s waste management
franchise agreement, Community Investment Funds are set-aside to fund community
events.

BUDGET IMPACT:

The proposed General Fund adjustments will reduce the General Fund’s FY 2014-2015 budget
deficit from $300,000 to $11,000. The proposed adjustments to the other funds are necessary
to more accurately reflect financial activity in each respective fund, resulting in greater overall
budget transparency.
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CONCLUSION:

Overall, the Mid-year Budget Review of the FY 2014-2015 is very positive. Many General Fund
revenues are expected to outperform the original budget estimate and departments are
holding the line on expenditures.

Additionally, the five year General Fund Financial Projection (Attachment “B”) has been revised
based on the mid-year adjustments. The Projection shows, if the City continues on the current
course without any major bumps in the road, the General Fund deficit is projected to be
eliminated in five (5) years.

ATTACHMENTS:
A. Resolution No. 7665 with Exhibit A: Summary of FY 2014-2015 Proposed Mid-year Budget

Adjustments
B. Updated Five-Year General Fund Financial Projection
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ATTACHMENT “A”

RESOLUTION NO. 7665

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
SAN FERNANDO AMENDING THE ADOPTED BUDGET FOR
FISCAL YEAR 2014-2015

WHEREAS, the City Council has received and considered the proposed adjustment to
the budget for Fiscal Year 2015, commencing July 1, 2014, and ending June 30, 2015; and

WHEREAS, the City Council has determined that it is necessary to adjust the
expenditures and revenues of the current City budget; and

WHEREAS, an annual budget for the City of San Fernando for the Fiscal Year
beginning July 1, 2014 and ending June 30, 2015, a copy of which is on file in the City Clerk’s
Office, was been adopted on June 16, 2014;

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF SAN
FERNANDO DOES HEREBY RESOLVE, FIND, DETERMINE AND ORDER AS
FOLLOWS:

Section 1. The City Council hereby amends the adopted Budget to adjust the
expenditures and revenues as provided in Exhibit “A”, attached hereto.

PASSED, APPROVED, AND ADOPTED this 17" day of February 2015.

Sylvia Ballin, Mayor

ATTEST:

Elena G. Chavez, City Clerk
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STATE OF CALIFORNIA )
COUNTY OF LOS ANGELES  )ss
CITY OF SAN FERNANDO )

| HEREBY CERTIFY that the foregoin% Resolution was approved and adopted at a
regular meeting of the City Council held on the 17" day of February, 2015, by the following vote
to wit:

AYES:

NOES:

ABSENT:

Elena G. Chavez, City Clerk
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San Fernando City Council Special Meeting

02/17/2014
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