
 
 

 
Staff Contact Nick Kimball, City Manager 

 

 
SAN FERNANDO CITY COUNCIL 

REGULAR MEETING NOTICE AND AGENDA 

FEBRUARY 3, 2020 – 6:00 PM  

CITY HALL COUNCIL CHAMBERS 
117 MACNEIL STREET 

SAN FERNANDO, CA 91340 
 
 
CALL TO ORDER/ROLL CALL 
 
Mayor Joel Fajardo 
Vice Mayor Hector A. Pacheco  
Councilmember Sylvia Ballin 
Councilmember Robert C. Gonzales 
Councilmember Mary Mendoza 
 
 
PLEDGE OF ALLEGIANCE 
 
Led by Director of Recreation and Community Services Julian J. Venegas 
 
 
APPROVAL OF AGENDA 
 
 
DECORUM AND ORDER 
 
The City Council, elected by the public, must be free to discuss issues confronting the City in an 
orderly environment. Public members attending City Council meetings shall observe the same 
rules of order and decorum applicable to the City Council (SF Procedural Manual). Any person 
making impertinent derogatory or slanderous remarks or who becomes boisterous while 
addressing the City Council or while attending the City Council meeting, may be removed from 
the room if the Presiding Officer so directs the sergeant-at-arms and such person may be barred 
from further audience before the City Council. 
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PUBLIC STATEMENTS 
 
There will be a three (3) minute limitation per each member of the audience who wishes to make 
comments relating to City Business.  Anyone wishing to speak, please fill out the blue form 
located at the Council Chambers entrance and submit it to the City Clerk.  When addressing the 
City Council, please speak into the microphone and voluntarily state your name and address. 
 
 
CONSENT CALENDAR 
 
Items on the Consent Calendar are considered routine and may be disposed of by a single motion 
to adopt staff recommendation. If the City Council wishes to discuss any item, it should first be 
removed from the Consent Calendar. 
 
1) CONSIDERATION TO ADOPT RESOLUTION NOS. 20-012 AND 20-021 APPROVING THE 

WARRANT REGISTERS OF JANUARY 21, 2020 AND FEBRUARY 3, 2020 RESPECTIVELY 
 

Recommend that the City Council: 
 

a. Adopt Resolution No. 20-012 approving the Warrant Register dated January 21, 2020; 
and 

 
b. Adopt Resolution No. 20-021 approving the Warrant Register dated February 3, 2020. 

 
2)  CONSIDERATION TO ADOPT AN ORDINANCE AMENDING CHAPTER 2 (ADMINISTRATION) 

OF THE SAN FERNANDO MUNICIPAL CODE BY THE ADDITION OF A NEW ARTICLE VIII 
(ELECTRONIC RECORDS AND SIGNATURES) ESTABLISHING A POLICY FOR THE USE OF 
ELECTRONIC/DIGITAL SIGNATURES 

 
Recommend that the City Council waive full reading of Ordinance No. 1691 and adopt by 
title only, “An Ordinance of the City Council of the City of San Fernando, California, 
Amending Chapter 2 (Administration) of the San Fernando Municipal Code by the Addition 
of a New Article VIII (Electronic Records and Signatures) Establishing a Policy for the Use of 
Electronic/Digital Signatures.” 
 

3) CONSIDERATION TO APPROVE A SIDE LETTER OF AGREEMENT TO THE EXISTING 
MEMORANDUM OF UNDERSTANDING WITH THE SAN FERNANDO PUBLIC EMPLOYEES’ 
ASSOCIATION ESTABLISHING A DEFERRED COMPENSATION PROGRAM 

 
Recommend that the City Council: 
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a. Approve a Side Letter of Agreement (Contract No. 1887(b)) to the existing 
Memorandum of Understanding with the San Fernando Public Employees’ Association 
establishing a Deferred Compensation Program; 

 
b. Authorize the City Manager to make non-substantive corrections and execute all 

related documents. 
 
4) CONSIDERATION TO APPROVE A SIDE LETTER OF AGREEMENT TO THE EXISTING 

MEMORANDUM OF UNDERSTANDING WITH THE SAN FERNANDO PUBLIC EMPLOYEES’ 
ASSOCIATION MAKING CHANGES TO THE CAFETERIA MEDICAL PLAN 

 
Recommend that the City Council: 

 
a. Approve a side letter of agreement (Contract No. 1887(a)) to the existing 

Memorandum of Understanding with the San Fernando Public Employees’ Association 
to make changes to the Cafeteria Medical Plan; and 
 

b. Authorize the City Manager to make non-substantive corrections and execute all 
related documents. 
 

5)  CONSIDERATION TO APPROVE A MEMORANDUM OF UNDERSTANDING WITH THE SAN 
FERNANDO POLICE OFFICERS’ ASSOCIATION POLICE MANAGEMENT UNIT 

 
Recommend that the City Council: 
 
a. Approve a Memorandum of Understanding (Contract No. 1939) between the City of 

San Fernando and the San Fernando Police Officers’ Association Police Management 
Unit for a five-year term (July 1, 2019 through June 30, 2024); and 

 
b. Authorize the City Manager to make non-substantive corrections and execute all 

related documents. 
 
 
ADMINISTRATIVE REPORTS 
 
6)  CONSIDERATION TO APPROVE AN AMENDMENT TO THE CITY MANAGER EMPLOYMENT 

AGREEMENT 
 

Recommend that the City Council:  
 

a. Approve an Amendment to the City Manager Employment Agreement (Contract No. 
1906(a)); and 
 

b. Authorize the Mayor to execute the Agreement. 
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7)  CONSIDERATION TO APPROVE A FOURTH AMENDMENT TO THE CITY CLERK 
EMPLOYMENT AGREEMENT 

 
Recommend that the City Council: 

 
a. Approve the Fourth Amendment (Contract No. 1804(d)) to the City Clerk Employment 

Agreement; and 
 

b. Authorize the Mayor to execute the Amendment. 
 
8) CONSIDERATION TO ADOPT A RESOLUTION SETTING THE STATUTORY MAXIMUM FOR 

CITY COUNCILMEMBERS’ SALARY 
 

Recommend that the City Council adopt Resolution No. 7972 setting the statutory 
maximum for City Councilmembers’ salary at the amount of $730.00 per month. 

 
9) REVIEW AND DISCUSS THE CITY’S UNFUNDED PENSION AND RETIREE HEALTH BENEFIT 

LIABILITIES AND RELATED AD HOC RECOMMENDATIONS 
 

Recommend that the City Council: 
 
a. Receive a presentation and report from staff; 
 
b. Discuss the recommendations from the Pension and Retiree Healthcare Ad Hoc 

Committee; and 
 
c. Provide additional direction as appropriate. 

 
10) CONSIDERATION TO ADOPT A RESOLUTION AMENDING THE FISCAL YEAR 2019-2020 

SALARY PLAN TO IMPLEMENT CHANGES IN THE EXECUTIVE MANAGEMENT 
COMPENSATION PLAN AND CHANGES IN MINIMUM WAGE FOR CERTAIN PART-TIME 
EMPLOYEES 

 
Recommend that the City Council: 
 
a. Adopt Resolution No. 7980 amending the Fiscal Year 2019-2020 Salary Plan to 

implement changes in the approved Executive Management Compensation Plan and 
changes in minimum wage for certain part-time employees; and 

 
b. Authorize the City Manager to make non-substantive corrections and execute all 

related documents. 
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11) DISCUSSION OF PROVIDING LETTERS TO LEGISLATORS REGARDING EXISTING AND 
PENDING HOUSING LAWS 

 
This item was placed on the agenda by Mayor Joel Fajardo and Councilmember Mary 
Mendoza.   
 

 
STAFF COMMUNICATION INCLUDING COMMISSION UPDATES 
 
 
GENERAL COUNCIL COMMENTS AND LIAISON UPDATES 
 
 
ADJOURNMENT 
 
 
 
 
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 72 hours prior to the meeting. 
 
 

 
Elena G. Chávez, CMC 
City Clerk 
Signed and Posted:  January 30, 2020 (5:00 p.m.)  
 
 
  

Agendas and complete Agenda Packets (including staff reports and exhibits related to each item) are posted on the City’s Internet website 
(www.sfcity.org).  These are also available for public reviewing prior to a meeting in the City Clerk Department. 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 Department 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 website 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 Department at (818) 898-1204 at least 48 hours prior to the meeting. 
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REVIEW:      ☒ Finance Director ☒ Deputy City Manager ☒ City Manager

 

AGENDA REPORT 

FINANCE DEPARTMENT     117 MACNEIL STREET, SAN FERNANDO, CA 91340   (818) 898-7307          WWW.SFCITY.ORG 

To: Mayor Joel Fajardo and Councilmembers 

From: Nick Kimball, City Manager 
By: Diego Ibañez, Director of Finance 

Date: February 3, 2020 

Subject: Consideration to Adopt Resolution Nos. 20-012 and 20-021 Approving the 
Warrant Registers of January 21, 2020 and February 3, 2020 Respectively  

RECOMMENDATION: 

It is recommended that the City Council: 

a. Adopt Resolution No. 20-012 (Attachment “A”) approving the Warrant Register dated
January 21, 2020; and

b. Adopt Resolution No. 20-021 (Attachment “B”) approving the Warrant Register dated
February 3, 2020.

BACKGROUND: 

For each City Council meeting the Finance Department prepares a Warrant Register for Council 
approval.  The Register includes all recommended payments for the City. Checks, other than 
handwritten checks, generally are not released until after the Council approves the Register. 
The exceptions are for early releases to avoid penalties and interest, excessive delays and in all 
other circumstances favorable to the City to do so.  Handwritten checks are those payments 
required to be issued between Council meetings such as insurance premiums and tax deposits.  
Staff reviews requests for expenditures for budgetary approval and then prepares a Warrant 
Register for Council approval and or ratification.  Items such as payroll withholding tax deposits 
do not require budget approval. 

The Director of Finance hereby certifies that all requests for expenditures have been signed by 
the department head, or designee, receiving the merchandise or services thereby stating that 
the items or services have been received and that the resulting expenditure is appropriate.  The 
Director of Finance hereby certifies that each warrant has been reviewed for completeness and 
that sufficient funds are available for payment of the warrant register. 
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There are two Warrant Registers attached due to the lack of a formal City Council meeting on 
January 21, 2020.  Resolution No. 6212 (adopted August 3, 1992) approves the issuing of 
Warrants prior to City Council ratification due to cancellation of a regularly scheduled City 
Council meeting.  A copy of the Resolution No. 6212 and the memorandum provided to the City 
Treasurer approving the release of the Warrant is attached to this report (Attachments “C” & 
“D”). 
 
 
ATTACHMENTS: 

A. Resolution No. 20-012 
B. Resolution No. 20-021 
C. Resolution No. 6212 (August 3, 1992) 
D. Memorandum Approving Release of Warrant Register (January 21, 2020) 
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ATTACHMENT “A” 

RESOLUTION NO. 20-012 

 

 

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF SAN 

FERNANDO ALLOWING AND APPROVING FOR PAYMENT 

DEMANDS PRESENTED ON DEMAND/ WARRANT REGISTER 

NO.  20-012 

 

 

THE CITY COUNCIL OF THE CITY OF SAN FERNANDO DOES HEREBY 

RESOLVE, FIND, DETERMINE AND ORDER AS FOLLOWS: 

 

1.  That the demands (EXHIBIT “A”) as presented, having been duly audited, for 

completeness, are hereby allowed and approved for payment in the amounts as shown to 

designated payees and charged to the appropriate funds as indicated. 

 

2.  That the City Clerk shall certify to the adoption of this Resolution and deliver it to the 

City Treasurer. 

 

PASSED, APPROVED, AND ADOPTED this 3th day of February, 2020. 

 

  

                 

Joel Fajardo, Mayor       

ATTEST: 

 

 

 

      

Elena G. Chávez, City Clerk 

 

 

STATE OF CALIFORNIA  ) 

COUNTY OF LOS ANGELES ) ss 

CITY OF SAN FERNANDO ) 

 

I HEREBY CERTIFY that the foregoing Resolution was approved and adopted at a 

regular meeting of the City Council held on the 3th day of February, 2020, by the following vote 

to wit: 

 

AYES: 

 

NOES: 

 

ABSENT: 

 

 

      

Elena G. Chávez, City Clerk 
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ATTACHMENT “B” 

RESOLUTION NO. 20-021 

 

 

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF SAN 

FERNANDO ALLOWING AND APPROVING FOR PAYMENT 

DEMANDS PRESENTED ON DEMAND/ WARRANT REGISTER 

NO.  20-021 

 

 

THE CITY COUNCIL OF THE CITY OF SAN FERNANDO DOES HEREBY 

RESOLVE, FIND, DETERMINE AND ORDER AS FOLLOWS: 

 

1.  That the demands (EXHIBIT “A”) as presented, having been duly audited, for 

completeness, are hereby allowed and approved for payment in the amounts as shown to 

designated payees and charged to the appropriate funds as indicated. 

 

2.  That the City Clerk shall certify to the adoption of this Resolution and deliver it to the 

City Treasurer. 

 

PASSED, APPROVED, AND ADOPTED this 3th day of February, 2020. 

 

  

                 

Joel Fajardo, Mayor       

ATTEST: 

 

 

 

      

Elena G. Chávez, City Clerk 

 

 

STATE OF CALIFORNIA  ) 

COUNTY OF LOS ANGELES ) ss 

CITY OF SAN FERNANDO ) 

 

I HEREBY CERTIFY that the foregoing Resolution was approved and adopted at a 

regular meeting of the City Council held on the 3th day of February, 2020, by the following vote 

to wit: 

 

AYES: 

 

NOES: 

 

ABSENT: 

 

 

      

Elena G. Chávez, City Clerk 
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SPECIAL CHECKS
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ORDINANCE NO. 1691 

 

AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF SAN 

FERNANDO, CALIFORNIA, AMENDING CHAPTER 2 

(ADMINISTRATION) OF THE SAN FERNANDO MUNICIPAL 

CODE BY THE ADDITION OF A NEW ARTICLE VIII 

(ELECTRONIC RECORDS AND SIGNATURES) ESTABLISHING 

A POLICY FOR THE USE OF ELECTRONIC/DIGITAL 

SIGNATURES 

 

RECITALS 
  

WHEREAS, digital signature technology allows municipalities and other entities to 

collect and preserve signatures on documents quickly, securely, and efficiently; 

WHEREAS, pursuant to California Government Code Section 16.5, the City may elect to 

use a digital signature and may accept a digital signature from another party, for any written 

communications with the City; and 

WHEREAS, the conditions under which the City of San Fernando will accept digital 

signatures on City documents shall comply with the requirements below, pursuant to California 

Government Code Section 16.5; Title 2, Division 7, Chapter 10 of the California Code of 

Regulations; and the Uniform Electronic Transactions Act, commencing at section 1633.1 of the 

California Civil Code. 

 NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF SAN FERNANDO 

DOES HEREBY ORDAIN AS FOLLOWS: 
 

 SECTION 1. The Recitals set forth above are true and correct and incorporated into 

this Ordinance. 

 

SECTION 2. Chapter 2 (Administration) of the San Fernando Municipal Code is 

hereby amended by the addition of a new Article VIII (Electronic Records & Signatures) which 

shall state the following:  

 

ARTICLE VIII. -  ELECTRONIC RECORDS AND SIGNATURES 

 

Sec.  2-920 Definitions. The following definitions apply to this Article: 

 
(a) “Approved List of Certification Authorities” means the list of Certification 

Authorities approved by the California Secretary of State to issue certification for 

digital signature transactions involving public entities in California. 
 
(b) “Certification Authority” means a person or entity that issues 

certification for the digital signature transaction. “Digital 

Signature” has the same meaning as in Section 16.5 of the California 

Government Code and means an electronic identifier, created by 
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computer, intended by the party using it to have the same force and 

effect as the use of a manual signature. 
 

(c) "Digital signature" has the same meaning as in section 16.5 of the 

California Government Code. 
 

(d) “Electronic record” has the same meaning as in section 1633.2 of 

the California Civil Code. 
 

(e) “Electronic signature” has the same meaning as in section 1633.2 

of the California Civil Code. 
 
(f) “Signer” means the person who signs a digitally signed 

communication with the use of an acceptable technology to 

uniquely link the message with the person sending it. 
 

(g) “Technology” means the computer hardware and/or software‐

based method or process used to create the digital signature. 
 

(h) “UETA” means the Uniform Electronic Transactions Act, 

commencing at section 1633.1 of the California Civil Code. 
 

Sec. 2-921 Applicability and purpose. In any written communication or 

transaction with the City where a signature is required, any party to the 

communication may use a digital signature, provided that it complies with the 

requirements of this Article.   This Article is intended to enable the City to use 

digital signatures to the fullest extent allowed by law, and does not limit the City’s 

ability to use electronic records, electronic signatures, or digital signatures in any 

way. 

 

Sec.  2-922 Requirements.  In any transaction with the City for which the 

parties have elected to conduct the transaction by electronic means, the following 

provisions shall apply: 

 

(a) When a record is required to be in writing, an electronic record satisfies 

that requirement, if it is in accordance with the UETA.  

 

(b) When a signature is required, the parties may agree that either: 

 

1. An electronic signature satisfies that requirement, if it is in 

accordance with the UETA; or 

2. A digital signature satisfies that requirement, if it is in accordance 

with section 16.5 of the California Government Code.  

 

(c) A digital signature shall include the following attributes: 

 

1. It is unique to the person using it. 
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2. It is capable of verification. 

3. It is under the sole control of the signer. 

4. It is linked to data in such a manner that if the data changed, the 

digital signature is invalidated.  

5. It conforms to regulations adopted by the Secretary of State. 

 

(d) The Certification Authority issuing the certification for the digital 

signature transaction must appear on the “Approved List of Certification 

Authorities” authorized by the California Secretary of State. 

 

(e) The technology used to create the digital signature shall meet the 

Secretary of State’s acceptable technology requirements under Title 2, 

Division 7, Chapter 10, Section 22003 of the California Code of 

Regulations as the same may be modified and amended from time to 

time. 

 

(f) The City shall ensure that the level of security used to identify the signer 

of a document, and that the level of security used to transmit the 

signature, is sufficient for the transaction being conducted. 

 

Sec. 2-923 Policies.  The City Council, by resolution, may establish and from 

time to time amend such policies as the City Council deems necessary or desirable 

to expand upon the provisions of this Article, provided that such policies are 

consistent with the provisions of this policy.  

 

Sec. 2-924 Excluded Transactions.  The authorization conferred under this 

Article, shall not apply where the use of digital signatures or electronic signatures 

is prohibited by law or otherwise not governed by the UETA.   

 

SECTION 3. CEQA. The City Council finds that the proposed action is not a project 

as defined by the California Environmental Quality Act (CEQA) (CCR, Title 14, Chapter 3 

(“CEQA Guidelines”), Article 20, Section 15378).  In addition, CEQA Guidelines Section 15061 

includes the general rule that CEQA applies only to activities which have the potential for causing 

a significant effect on the environment.  Where it can be seen with certainty that there is no 

possibility that the activity in question may have a significant effect on the environment, the 

activity is not subject to CEQA.  Because the proposed action and this matter have no potential to 

cause any effect on the environment, or because it falls within a category of activities excluded as 

projects pursuant to CEQA Guidelines section 15378, this matter is not a project.  Because the 

matter does not cause a direct or any reasonably foreseeable indirect physical change on or in the 

environment, this matter is not a project.  Any subsequent discretionary projects resulting from 

this action will be assessed for CEQA applicability. 

 

 SECTION 4. Severability.  If any section, subsection, sentence, clause, or phrase of 

this Ordinance is for any reason held to be invalid or unconstitutional by a decision of any court 

of competent jurisdiction, such decision shall not affect the validity of the remaining portions of 

this Ordinance.  The City Council declares that it would have passed this Ordinance and each and 

every section, subsection, sentence, clause or phrase not declared invalid or unconstitutional 
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without regard to whether any portion of the Ordinance would be subsequently declared invalid or 

unconstitutional. 

 

 SECTION 5. Effective Date.  In accordance with Government Code section 36937, 

this ordinance shall take effect and be in force thirty (30) days from passage and adoption. 

 

 SECTION 6. Certification.  The City Clerk is hereby authorized and directed to 

certify to the passage of this Ordinance by the City Council and shall cause it to be published or 

posted as required by law. 

 

PASSED, APPROVED, AND ADOPTED by the City Council of the City of San 

Fernando a regular meeting held on the 3rd day of February 2020. 

 

       

Joel Fajardo, Mayor 

ATTEST: 

 

       

Elena G. Chávez, City Clerk 

 

 

APPROVED AS TO FORM: 

 

       

Richard Padilla, Assistant City Attorney 

 

 

STATE OF CALIFORNIA  ) 

COUNTY OF LOS ANGELES )  ss 

CITY OF SAN FERNANDO ) 

 

I, ELENA G. CHÁVEZ, City Clerk of the City of San Fernando, do hereby certify that the 

foregoing Ordinance was adopted a regular meeting of the City Council held on the 3rd day of 

February 2020 and was carried by the following roll call vote: 

  

AYES:     

  

NOES:    

  

ABSENT:  

 

ABSTAIN:   
 

 

       

Elena G. Chávez, City Clerk 
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AGENDA REPORT 

ADMINISTRATION DEPARTMENT                 117 MACNEIL STREET, SAN FERNANDO, CA 91340                 (818) 898-1202                 WWW.SFCITY.ORG 

REVIEW:      ☒ Finance Department      ☒ Deputy City Manager      ☒ City Manager 

 

To: Mayor Joel Fajardo and Councilmembers 
  
From:  Nick Kimball, City Manager 
   
Date:  February 3, 2020 
 
Subject: Consideration to Approve a Side Letter of Agreement to the Existing 

Memorandum of Understanding with the San Fernando Public Employees’ 
Association Establishing a Deferred Compensation Program 

RECOMMENDATION: 

It is recommended that the City Council: 
 
a. Approve a Side Letter of Agreement (Attachment “A” – Contract No. 1887(b)) to the existing 

Memorandum of Understanding (MOU) with the San Fernando Public Employees’ Association 
(SFPEA) establishing a Deferred Compensation Program; 
 

b. Authorize the City Manager to make non-substantive corrections and execute all related 
documents. 

 
  
BACKGROUND: 

1. On June 18, 2018, the City and the San Fernando Public Employees’ Association (SFPEA) 
executed a five-year Memorandum of Understanding (MOU) for the term of July 1, 2017 
through June 30, 2022 (Contract No. 1887).   A copy of this contract may be found on the 
City’s website: www.sfcity.org/personnel 
 

2. Article 6 of the MOU establishes compensation, including salary and various other additional 
compensation provisions, such as bi-lingual pay, longevity pay and court appearance pay. 

 
3. In January 2019, staff began meeting with SFPEA to discuss modifying the MOU to address a 

few minor outstanding items, including changes to the cafeteria plan for employees hired 
after July 1, 2017. 

 

ANALYSIS: 

After tentatively agreeing to changes to the cafeteria plan for bargaining unit employees hired 
after July 1, 2017, the City and SFPEA have tentatively agreed to modify Article 6 to add a new 
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Consideration to Approve a Side Letter of Agreement to the Existing Memorandum of Understanding 
(MOU) with the San Fernando Public Employees’ Association Establishing a Deferred Compensation 
Program 
Page 2 of 2 
 
 

provision, Section 6.08 – Deferred Compensation that applies only to SFPEA employees hired 
after July 1, 2017.  The proposed Side Letter will offer an incentivized deferred compensation 
program in lieu of additional Retiree Health Savings funds provided through a separate Side 
Letter Agreement.  
 
Per the proposed Side Letter, SFPEA employees hired after July 1, 2017 and employed as of 
August 1, 2019 will receive an initial deposit into their deferred compensation account 
(Attachment “A” Exhibit “A”).  Beginning August 1, 2019, employees hired after July 1, 2017 will 
receive a dollar-for-dollar match, up to $50 per month. 
 
 
BUDGET IMPACT: 

There is no impact to Fiscal Year 2019-2020 Adopted Budget as the City has been setting aside 
surplus funds pending approval of an amendment MOU.  
 
 
CONCLUSION: 

The proposed Side Letter establishes a benefit for new employees that have a reduced retirement 
benefit by encourage employees to save for retirement and take advantage of a City match. 

 
 
ATTACHMENT: 

A. Contract No. 1887(b) with Exhibit “A” 
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ATTACHMENT “A” 

CONTRACT NO. 1887(b) 

8746903.1 SA180-059  

SIDE LETTER OF AGREEMENT 
 

BETWEEN 
 

CITY OF SAN FERNANDO 

AND 

SAN FERNANDO PUBLIC EMPLOYEES ASSOCIATION 

SERVICE EMPLOYEES INTERNATIONAL UNION, LOCAL 721 

  
This Side Letter of Agreement (“Agreement”) between the City of San Fernando (“City”) 

and the San Fernando Public Employees Association / Service Employees International Union, 
Local 721 (“SFPEA/SEIU Local 721”) (collectively “Parties”) is entered into with respect to the 
following: 
 
 WHEREAS, the City and SFPEA/SEIU Local 721 negotiated a Memorandum of 
Understanding (“MOU”) for the period of July 1, 2017 through June 30, 2022; and  
 
 WHEREAS, the parties agree that it is necessary to modify the MOU to include a new 
Deferred Compensation provision for unit employees hired after July 1, 2017.  
 
 THEREFORE, the parties agree to add Article 6, Section 6.08 – Deferred Compensation 
to read as follows:  
 
Article 6, Section 6.08: Deferred Compensation 
 

Beginning August 1, 2019, all Unit employees hired after July 1, 2017 will 
receive a dollar-for-dollar match, up to fifty dollars ($50) per month, into 
their deferred compensation account. 
 
Unit employees hired after July 1, 2017 and before August 1, 2019 will also 
receive an initial deposit as identified in “Exhibit A.” 

 
 

All other terms and conditions contained in the 2017-2022 Memorandum of Understanding 
between the City and SFPCA shall remain in full force and effect.  
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FOR CITY OF SAN FERNANDO:  FOR SFPEA/SEIU LOCAL 721: 

   

Nick Kimball Date 
City Manager 

 Frank Villalpando Date 
Chapter President, SFPEA/SEIU Local 721 

   

Michael E. Okafor Date 
Personnel Manager 

  

   
 APPROVED AS TO FORM:   

   

Adrianna E. Guzman Date 
Liebert Cassidy Whitmore 

 Jody L. Klipple Date 
Negotiator, SEIU Local 721 

   
 

02/03/20 CC Meeting Agenda Page 58 of 218



Employee # Total Amount 

10472 1,361.55$             

10471 915.02$                 

10431 1,060.78$             

10474 640.78$                 

Initial Deferred Compensation Deposit

Exhibit "A"
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AGENDA REPORT 

ADNMINISTRATION DEPARTMENT                 117 MACNEIL STREET, SAN FERNANDO, CA 91340                 (818) 898-1202                 WWW.SFCITY.ORG 

REVIEW:      ☒ Finance Department      ☒ Deputy City Manager      ☒ City Manager 

 

To: Mayor Joel Fajardo and Councilmembers 
  
From:  Nick Kimball, City Manager 
   
Date:  February 3, 2020 
 
Subject: Consideration to Approve a Side Letter of Agreement to the Existing 

Memorandum of Understanding with the San Fernando Public Employees’ 
Association Making Changes to the Cafeteria Medical Plan 

RECOMMENDATION: 

It is recommended that the City Council: 
 
a. Approve a side letter of agreement (Attachment “A” – Contract No. 1887(a)) to the existing 

Memorandum of Understanding (MOU) with the San Fernando Public Employees’ Association 
(SFPEA) to make changes to the Cafeteria Medical Plan; and 
 

b. Authorize the City Manager to make non-substantive corrections and execute all related 
documents. 

 
  
BACKGROUND: 

1. On June 18, 2018, the City and the San Fernando Public Employees’ Association (SFPEA) 
executed a five-year Memorandum of Understanding (MOU) for the term of July 1, 2017 
through June 30, 2022 (Contract No. 1887).  A copy of this contract may be found on the City’s 
website: www.sfcity.org/personnel.  
 

2. Article 2, Section 2.01 of the MOU establishes a cafeteria style medical plan for unit 
employees hired after July 1, 2017, including a provision to deposit any surplus cafeteria 
funds not used to pay medical premiums into a deferred compensation account. 

 
3. Subsequent to adoption of the MOU, it was discovered that 26 United States Code section 

125, subsection (d)(2) provides that the term “cafeteria plan” does not include any plan that 
includes “deferred compensation.” 

 
4. In January 2019, staff began meeting with SFPEA to discuss modifying the MOU to comply 

with 26 USC Section 125. 
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Consideration to Approve a Side Letter of Agreement to the Existing Memorandum of Understanding 
(MOU) with the San Fernando Public Employees’ Association Making Changes to the Cafeteria Medical 
Plan 
Page 2 of 2 
 
 

ANALYSIS: 

After a number of meetings with SFPEA and the affected new employees hired after July 1, 2017, 
the parties have tentatively agreed to modify Article 2, Section 2.01 to remove the provision 
allowing excess cafeteria funds to be deposited into a deferred compensation account and 
replace them with a different benefit.  Per the proposed Side Letter, surplus cafeteria plan funds 
will not be returned to the employee.  Instead, all employees hired after July 1, 2017 will receive 
$50 per month into a Retiree Health Savings (RHS) account, which is allowable under 26 USC 
Section 125. A Retiree Health Savings Account is an employer-sponsored health 
savings account established to reimburse, on a tax-free basis, medical expenses for the retiree 
and/or eligible dependent(s).  In simple terms, it is a 401(k) for medical expenses. 
 
 
BUDGET IMPACT: 

There is no impact to Fiscal Year 2019-2020 Adopted Budget as full funding for the cafeteria 
medical plan for new SFPEA employees is included in the budget and the City has been setting 
aside surplus funds pending approval of an amendment MOU that is compliant with 26 USC 
Section 125.  
 
 
CONCLUSION: 

The proposed Side Letter achieves the City’s goal to limit long-term exposure to medical premium 
inflation by capping the City’s medical contribution while providing the affected employees with 
additional RHS funds to pay medical costs upon retirement. 

 
 
ATTACHMENT: 

A. Contract No. 1887(a) 
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ATTACHMENT “A” 

CONTRACT NO. 1887(a) 

 

8746903.1 SA180-059  

SIDE LETTER OF AGREEMENT 
 

BETWEEN 
 

CITY OF SAN FERNANDO 

AND 

SAN FERNANDO PUBLIC EMPLOYEES ASSOCIATION 

SERVICE EMPLOYEES INTERNATIONAL UNION, LOCAL 721 

  
This Side Letter of Agreement (“Agreement”) between the City of San Fernando (“City”) 

and the San Fernando Public Employees Association / Service Employees International Union, 
Local 721 (“SFPEA/SEIU Local 721”) (collectively “Parties”) is entered into with respect to the 
following: 
 
 WHEREAS, the City and SFPEA/SEIU Local 721 negotiated a Memorandum of 
Understanding (“MOU”) for the period of July 1, 2017 through June 30, 2022; and  

WHEREAS, in that 2017-2022 MOU, the parties agreed in Article 2, Section 2.01, to 
establish a cafeteria style medical plan for unit employees hired after July 1, 2017. 

WHEREAS, 26 USC section 125, subsection (d)(2) provides that the term “cafeteria 
plan” does not include any plan that includes “deferred compensation;” and  
 
 WHEREAS, the parties agree that it is necessary to modify Article 2, Section 2.01, 
subsections (C)(6) and (D), and Section 2.02, subsection (C) of the 2017-2022 MOU to ensure 
the cafeteria plan complies with 26 USC section 125.  
 
 THEREFORE, the parties agree to modify Article 2, Section 2.01, subsections (C)(6), 
and (D), by replacing current language with the following:  
 

1) Article 2, Section 2.01, subsection (C)(6) 
 

In the event the premiums and/or costs for the selected benefit are 
less than the monthly flex dollar allowance, surplus funds will not 
be returned to the employee.  In lieu of receiving surplus flex dollar 
funds, all unit employees participating in the cafeteria plan will 
receive a contribution of fifty dollars ($50) per month into a Retiree 
Health Savings Account, effective from the date of hire. Employees 
that qualify for benefits under Sections 2.01(6) and 2.02 (C)(2) will 
receive the sum of both monthly contributions. 
 

2) Article 2, Section 2.01, subsection (D) 
 

Opt-Out: As an alternative to City provided health/medical 
coverage, employees shall be entitled to “opt out” of City provided 
health/medical benefits. In the event that an employee elects to “opt 
out” of the City’s health/medical benefit coverage, the City will pay 
on behalf of the employee an amount equal to the most expensive 
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family level dental and vision premiums (currently $210/month) 
which the employee can use toward participation in a dental and/or 
vision plan or choose to deposit $210 into a Retiree Health Savings 
Plan, as designated by the City.  If the employee elects to purchase 
dental and/or vision insurance, surplus funds, if any, will not be 
returned to the employee. The employee must annually provide the 
City with evidence of other health/medical insurance coverage that 
meets the minimum essential coverage requirements, as 
established by the Affordable Care Act, through another source 
(other than coverage in the individual market, whether or not 
obtained through Covered California) in order to “opt out” of 
health/medical coverage. This “opt out” rate shall not change for 
employees covered under this MOU during the term of this MOU. 

 
 

All other terms and conditions contained in the 2017-2022 Memorandum of Understanding 
between the City and SFPCA shall remain in full force and effect.  

 
FOR CITY OF SAN FERNANDO:  FOR SFPEA/SEIU LOCAL 721: 

   

Nick Kimball Date 
City Manager 

 Frank Villalpando Date 
Chapter President, SFPEA/SEIU Local 721 

   

Michael E. Okafor Date 
Personnel Manager 

  

   
 APPROVED AS TO FORM:   

   

Adrianna Guzman Date 
Liebert Cassidy Whitmore 

 Jody L. Klipple Date 
Negotiator, SEIU Local 721 
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AGENDA REPORT 

ADMINISTRATION DEPARTMENT                 117 MACNEIL STREET, SAN FERNANDO, CA 91340                 (818) 898-1202                 WWW.SFCITY.ORG 

REVIEW:      ☒ Finance Department      ☒ Deputy City Manager      ☒ City Manager 

 

To: Mayor Joel Fajardo and Councilmembers 
  
From:  Nick Kimball, City Manager 
  
Date:  February 3, 2020 

 
Subject: Consideration to Approve a Memorandum of Understanding with the San 

Fernando Police Officers’ Association Police Management Unit 

RECOMMENDATION: 

It is recommended that the City Council: 
 
a. Approve a Memorandum of Understanding (MOU) (Attachment “A” – Contract No. 1939) 

between the City of San Fernando and the San Fernando Police Officers’ Association Police 
Management Unit (SFPOA PMU) for a five-year term (July 1, 2019 through June 30, 2024); 
and 
 

b. Authorize the City Manager to make non-substantive corrections and execute all related 
documents. 

 
  
BACKGROUND: 

1. On August 3, 2015, the City and San Fernando Police Officers’ Association Police Management 
Unit (SFPOA PMU) executed a four-year Memorandum of Understanding (MOU) for the term 
of July 1, 2015 through June 30, 2019 (Contract No. 1793). 
 

2. In November 2019, the City and SFPOA PMU met to begin negotiations for a successor MOU.  
The City and SFPOA PMU met regularly between November 2019 and January 2020. 

 
3. In January 2020, the City and SFPOA PMU reached a tentative agreement for a successor 

MOU.    
 
 

ANALYSIS: 
 
After meeting on multiple occasions over the past few months, the City and SFPOA PMU have 
tentatively agreed to a new MOU (Attachment “A”), which closely mirrors the agreement reached 
with the San Fernando Police Officers Association (SFPOA) in September 2019.  The proposed 
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Consideration to Approve a Memorandum of Understanding with the San Fernando Police Officers’ 
Association – Police Management Unit  
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MOU addresses some of the City’s long-term issues, including the following: 1) reduces the City’s 
health insurance contribution to the third most expensive CALPERS monthly plan premium, 2) 
decreases health benefit opt-out payments, 3) decreases the maximum accrual bank for annual 
leave from 800 hours to 400 hours, and 4) increases the amount that employees contribute 
toward pension benefits.  In exchange, employees will receive annual salary adjustments and 
incentive pay for POST (Peace Officer Standards and Training) certification/higher education 
commensurate with the SFPOA. 
 
The most significant terms are highlighted below: 
 
1. Term: Five-year MOU covering the period July 1, 2019 through June 30, 2024. 

 
2. Salary: 

 

 July 1, 2019:  4.0% with Classic CalPERS employees picking up 1.0% of the City’s CalPERS 
cost (net increase 3.0%). 

 July 1, 2020: 4.0% with Classic CalPERS employees picking up 1.0% of the City’s CalPERS 
cost (net increase 3.0%). 

 July 1, 2021: 4.0% with Classic CalPERS employees picking up 1.0% of the City’s CalPERS 
cost (net increase 3.0%). 

 July 1, 2022: 4.0% with Classic CalPERS employees picking up 1.0% of the City’s CalPERS 
cost (net increase 3.0%). 

 July 1, 2023: 3.0%  
 
At the end of the Agreement, SFPOA PMU employees will be contributing 4.0% of their salary 
to pay a portion of the City’s CalPERS pension costs. 

 
3. Medical Premium Contribution: Reduces the City’s contribution toward medical premiums 

from 95% of the average of the two most expensive plans to contributing up to the premium 
cost for the third most expensive plan.   
 

4. Medical Insurance Opt-out Program: The amount paid to employees that opt-out of the City’s 
health benefits will be reduced from the highest single party rate (currently $870 per month) 
paid as taxable income to $210 paid into a Retiree Health Savings Account with no taxable 
cash back.  

 
5. Annual Leave: Reduces the maximum accrual of annual leave from 800 hours to 400 hours by 

the end of the contract term.  This is accomplished by gradually paying out up to 150 hours 
per year until the employee’s accrued leave is below 400 hours. 
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6. Management Leave: In exchange for decreasing the maximum accrual of annual leave from 
800 hours to 400 hours, employees will receive an additional 40 hours of Management Leave 
per year. 
 

7. Holiday In-lieu Pay: In lieu of accruing 96 hours of Holiday Leave each year, SFPOA PMU 
employees will be paid eight hours per month of Holiday In-Lieu pay (non-PERSable). 

 
8. Longevity:  Effective July 1, 2023, the second tier longevity benefit will be eliminated and all 

employees will be eligible for first tier longevity benefits. 
 

9. POST Certification Pay: All POST Certifications (i.e., Intermediate, Advanced/Bachelor Degree, 
Supervisor/Master Degree) currently receive a flat monthly stipend.  The flat pay will be 
replaced with 4.0% additional pay for Intermediate POST certificate, 4.0% additional pay for 
Advanced POST certificate or a Bachelor Degree, and 2.5% additional pay for Supervisory 
POST certificate or a Master Degree. 

 
 
BUDGET IMPACT: 

The total annual additional cost from each fund, as well as the cost paid by the employee, of the 
proposed MOU is outlined in the table below:   
 

Fiscal Year General Fund Retirement Fund Employee PERS 
Contribution 

2019-2020 Additional Cost $ 27,700 $ 3,905 $3,465 

2020-2021 Additional Cost $ 16,800 $ 360 $3,740 

2021-2022 Additional Cost $ 17,455 $ 230 $4,035 

2022-2023 Additional Cost $ 18,150 $ 90 $4,345 

2023-2024 Additional Cost $ 14,160 $ 2,990 $470 

 
Sufficient contingency funds have been included in the Fiscal Year 2019-2020 Adopted Budget to 
cover the additional cost. 

 
 

CONCLUSION: 

Staff believes the proposed MOU between the City and SFPOA PMU represents a balanced 
agreement that provides fair compensation to SFPOA PMU employees in exchange for 
concessions that will limit the City’s long-term health care costs exposure, decrease pension costs 
through cost sharing with employees, decrease payouts to employees upon separation by 
reducing leave banks, and improves the City’s long-term stability. 
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ATTACHMENT: 

A. Contract No. 1939 
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ARTICLE 1 INTRODUCTION 
 

1.01 PREAMBLE 
 

This Memorandum of Understanding (“MOU”), by and between the San Fernando Police Officers’ 
Association Police Management Unit (the “Association”) and the City of San Fernando  (the 
“City”) (collectively referred to herein as “the parties”) has, as its purpose, the promotion of fair 
and harmonious relations between the City and the Association and its members, the 
establishment of a fair, just, equitable, and peaceful procedure for the resolution of problems 
and differences, and the establishment of wages, hours, and working conditions and other 
conditions of employment that impact the employees within this bargaining unit. 

 
1.02 RECOGNITION 
 
The City recognizes the Association as the exclusive bargaining representative of the employees 
in the Police Management Unit, subject to the right of an employee to self-representation.  The 
term “employee” or “employees” is used in this MOU to refer to those employees in the 
classifications of Police Lieutenant and Police Captain, and such other classifications within the 
police management ranks as may, from time to time, be added to the unit by the City. 
 
1.03 IMPLEMENTATION OF THE MEMORANDUM OF UNDERSTANDING (MOU) 
 
This MOU constitutes the parties’ joint recommendation.  This MOU shall be binding upon the 
parties, whenever the following conditions are satisfied: 
 

1. The Association has notified the City Council that the Association has formally approved 
this MOU in its entirety; and 
 

2. The City Council has approved and adopted this MOU in its entirety. 
 
Whenever any ordinance, rule, regulation, resolution or other action is required for the 
implementation of this MOU, such ordinance, rule, regulation, etc. will provide for an effective 
date the same as provided for in this MOU or make other equivalent provisions therefore. 
 
The parties agree that any City resolutions, ordinances, rules, regulations or practices that conflict 
with this MOU and its provisions are subordinate to this MOU, and where conflicts exist this MOU 
shall prevail. 
 
1.04 PROVISIONS OF LAW AND SEVERABILITY 
 
The parties agree that this MOU is subject to all current and future applicable federal, state, and 
local laws. 
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If any Article, part, or provision of this MOU conflicts with or is inconsistent with applicable 
provisions of federal, state or local law, or is otherwise held to be invalid or unenforceable by a 
court of competent jurisdiction, such article, part, or provision shall be suspended or superseded 
by such applicable law or regulation, and the remainder of the MOU shall not be affected thereby. 
 
1.05 DURATION OF THE MEMORANDUM OF UNDERSTANDING (MOU) 
 
This MOU shall be effective beginning 12:00 a.m. on July 1, 2019, and shall terminate at 11:59 
p.m. on June 30, 2024. 
 
On or about April 1, 2024, the Association shall present a written proposal to the City on all 
matters that would affect the City’s next succeeding fiscal budget including, but not limited to 
salaries, fringe benefits, and other cost item conditions of employment with the City.  The parties 
shall begin meeting and conferring in good faith within thirty (30) days of the Association’s 
presentation of its proposal. 
 
All of the current terms and conditions in this MOU shall remain in effect until either a successor 
agreement is reached between the parties or a specific expiration date is otherwise provided for 
in this MOU. 
 
1.06 CITY RIGHTS 
 
The City’s rights include, but are not limited to, the exclusive right to determine the mission of its 
constituent departments, commissions, and boards; set standards of service; determine the 
procedures and standards of selection for employment and promotion; direct its employees; take 
disciplinary action; relieve its employees from duty because of lack of work or for other legitimate 
reasons; maintain the efficiency of governmental operations; determine the methods, means, 
and personnel by which government operations are to be conducted; determine the content of 
job classifications; take all necessary actions to carry out its mission in emergencies; and exercise 
complete control and discretion over its organization and the technology of performing its work. 
 
1.07 EMPLOYEE RIGHTS 
 
Employees shall have the right to form, join, and participate in the activities of employee 
organizations of their own choosing for the purpose of representation on all matters of employer-
employee relations including but not limited to wages, hours, and other terms and condition of 
employment.  Employees also shall have the right to refuse to join or participate in the activities 
of employee organizations and shall have the right to represent themselves individually in their 
employment relations with the City.  No employee shall be interfered with, intimidated, 
restrained, coerced, or discriminated against by the City or by any employee organization 
because of the exercise of these rights. 
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ARTICLE 2 INSURANCE BENEFITS 
 
2.01 MEDICAL, DENTAL, AND VISION INSURANCE FOR ACTIVE EMPLOYEES 
 
 
The City contracts with the California Public Employees’ Retirement System (CalPERS) for medical 
insurance coverage. Eligible new hires are covered under the program on the first day of the 
month following enrollment. 
 
Effective January 1, 2020, and each January 1 thereafter during the term of this MOU, the City 
shall pay the full cost of the employee’s selected medical insurance plan, not to exceed the 
premium costs of the third most expensive plan available at each plan level (e.g., employee, 
employee +1, or employee + 2 or more) offered by CalPERS for the Los Angeles County region 
(i.e., Region 3). Such payment shall include the statutory PEMHCA minimum. The maximum City 
contribution for 2020 shall be as follows: 
 

 
January 1, 2020 

Employee only: $813 

Employee + 1: $1,626 

Family: $2,114 

 
An employee who elects to enroll in a medical plan that exceeds the City’s contribution for the 
third highest plan offered shall pay the difference through automatic pre-tax payroll deductions, 
as permitted by IRS Code Section 125. 
 
Vision and Dental Insurance 
 
In addition to medical insurance premiums, the City shall provide fully paid dental and vision 
coverage for all employees and eligible dependents. 
 
Opt Out 
 
Unit employees may elect to discontinue participation in the City’s Medical Insurance Plan (“Opt 
Out”), subject to provisions set forth below. The intent of this provision is to share cost savings 
that the City will derive as a result of a unit employee canceling City coverage. 
 
Unit employees electing to waive City medical insurance coverage for themselves and all eligible 
family members must annually provide the City with proof of other health/medical insurance 
coverage that meets the minimum essential coverage requirements, as established by the 
Affordable Care Act, through another source (other than coverage in the individual market, 
whether or not obtained through Covered California, and must waive any liability to the City for 
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their decision to cease under the City’s medical insurance plan. 
 
For employees who Opt-out of the City medical insurance coverage, the City shall deposit, on 
behalf of the employee, an amount equal to the most expensive family level dental and vision 
premiums (currently $210 per month) each month into a Retiree Health Savings Account. 
 
After electing to Opt Out, a unit employee who later requests to re-enroll under the City plan can 
only do so during the open enrollment period or after a qualifying event as permitted by the 
insurance carrier. 
 
For medical insurance plans, when a unit employee is the spouse of another benefited City 
employee, the affected employees shall have the option of:  
 

a. Receiving the City’s contribution for medical insurance, as outlined above, and selecting 
coverage as a single employee; or 

b. One (1) employee may select a plan and list the spouse as a dependent under the two-
party or family coverage, as applicable, and the remaining employee may opt-out as 
outlined above. 

 
2.02 MEDICAL INSURANCE FOR RETIREES 
 
Effective upon approval of the necessary Resolution(s) by CalPERS, the City will create a three (3) 
tier structure for retiree medical insurance. The City has previously adopted a Resolution to 
implement the retiree medical insurance vesting schedule, pursuant to the provisions of 
California Government Code, Section 22893.  This vesting schedule applies to unit employees 
initially hired by the City on or after July 1, 2008, the date the Resolution was approved by 
CalPERS.  
 

1. Retiree Medical Tier I:  Employees hired on or before June 30, 2008: 
 
a. If retired on or before December 31, 2012, 100% paid medical insurance benefits for 

employee and eligible dependents;  
 

b. If retired on or after January 1, 2013, 100% paid medical insurance for employee and 
eligible dependents, excluding PERS Care plan, if the most expensive. 

 
2. Retiree Medical Tier II:  Employees hired on or after July 1, 2008, but on or before June 

30, 2015:  
 

a. If retired on or before December 31, 2012, a percentage of the medical insurance plan 
premium determined by the vesting schedule set forth in California Government Code 
Section 22893 for whatever plan is selected by the employee for himself and eligible 
dependents. 
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b. If retired on or after January 1, 2013, a percentage of the medical insurance plan 
premium determined by the vesting schedule set forth in California Government Code 
Section 22893 for whatever plan is selected by the employee for himself and eligible 
dependents, except PERS Care, if the most expensive. 
 

3. Retiree Medical Tier III:  Employees hired on or after July 1, 2015: 
 

a. PEMHCA minimum (currently $136 per month for 2019), in accordance with California 
Government Code Section 22892. 
 

b. The City will contribute $150 per month into a Retiree Medical Trust Account (RMTA). 
Employees shall receive the City’s contribution to the RMTA effective the first day of 
the month following their date of hire.  

 
2.03 LIFE INSURANCE 
 
The City shall provide Life and Accidental Death & Dismemberment insurance to each employee 
and pay the required premiums. The benefit of said insurance shall be equal to fifty-thousand 
dollars ($50,000). 
 
2.04 LONG-TERM DISABILITY INSURANCE 
 
The City shall continue to provide and pay for a long-term disability policy for unit members. 
 
 

ARTICLE 3 RETIREMENT BENEFITS 
 
3.01 RETIREMENT FORMULA 
 
All employees covered under this MOU shall be members of CalPERS and subject to all applicable 
provisions of the City’s contract with CalPERS, as amended.  
 
The City provides retirement benefits to eligible unit employees through CalPERS as set forth 
below. The definitions of “new” member and “classic” member are set forth in the Public 
Employee Pension Reform Act of 2013 (PEPRA). 
 

1. First Tier:  “Classic” members hired prior to January 6, 1994 will receive the 3% at 50, 
twelve (12) consecutive months’ compensation retirement calculation. 
 

2. Second Tier:  Classic members hired on or after January 6, 1994 will receive the 3% at 50, 
highest thirty-six (36) consecutive months’ average compensation retirement calculation.  
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3. Third Tier:  “Classic” members hired on or after September 8, 2012 will receive the 3% at 
55, highest thirty-six (36) consecutive months’ average compensation retirement 
calculation. 
 

4. Fourth Tier:  “New” members hired on or after January 1, 2013 will receive the 2.7% at 
57, highest thirty-six (36) consecutive months’ average compensation retirement 
calculation. 

 
3.02 CALPERS CONTRIBUTIONS 
 

1. Employer Paid Member Contributions for Classic Members 
  
The City shall pay 9.0% of compensation earnable towards the employee’s required CalPERS 
contribution for “Classic” CalPERS members.  This payment shall be treated as a “pick up” of 
employee contributions pursuant to Internal Revenue Code section 414(h)(2). 
 
The City shall report the value of the Employer Paid Member Contribution (“EPMC”) to CalPERS 
as compensation earnable on behalf of each employee, pursuant to California Government Code 
Section 20636(c)(4). 
 

2. PEPRA Member Contributions 
 

In accordance with PEPRA, “New” members shall pay, by pre-tax payroll deduction, the full 
employee contribution of 50% of the total normal cost.   
 

3. CalPERS Cost Sharing 
 

Classic employees shall pay an additional pension contribution as cost sharing in accordance with 
California Government Code section 20516(f) as follows: 

 

 Effective on the first day of the first full pay period after Council adoption of this MOU: 
one percent (1%), for a total of one percent (1%) cost sharing of the City’s contribution.  

 Effective July 1, 2020: an additional one percent (1%), for a total of two percent (2%) cost 
sharing of the City’s contribution. 

 Effective July 1, 2021: an additional one percent (1%), for a total of three percent (3%) 
cost sharing of the City’s contribution. 

 Effective July 1, 2022: an additional one percent (1%), for a total of four percent (4%) cost 
sharing of the City’s contribution. 

 
3.03 OTHER RETIREMENT BENEFITS 
 
The City also provides the following retirement benefits: 
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1. Pre-Retirement Optional Settlement 2 Death Benefit (Gov’t Code §21548). 
 

2. For employees who initially entered CalPERS membership before January 6, 1994, up to 
a 5% Annual Cost-of Living Allowance, as determined by CalPERS.  For employees who 
initially entered CalPERS membership on or after January 6, 1994, up to a 2% Annual Cost-
of Living Allowance, as determined by CalPERS(Gov’t Code §21335). 
 

3. Fourth Level of 1959 Survivor Benefits (Gov’t Code §21574). 
 
 

ARTICLE 4 LEAVE BENEFITS 
 
4.01 ANNUAL LEAVE 
 
Unit employees earn Annual Leave in lieu of Vacation and Sick Leave.  Annual Leave is intended 
to provide time for an employee to be away from the work environment and to enable such 
employee to return to work mentally and physically refreshed. 

 
The City shall provide for Annual Leave to accrue on a payroll to payroll basis prorated in 
accordance with the following rates. 

 
1. 160 hours for 1 – 5 years of City service 

 
2. 200 hours for 6 – 10 years of City service   

 
3. 240 hours for 11 or more years of City service   

 
Annual Leave may be taken upon prior approval and in the manner prescribed by the Police Chief 
or his/her designee.   
Unit members may accrue up to eight hundred (800) hours of Annual Leave.  Starting June 30, 
2022, the accrual cap for Annual Leave will be reduced as follows: 
 

 Effective June 30, 2022, the maximum accrual cap for Annual Leave shall be seven 
hundred (700) hours. 

 Effective June 30, 2023 the maximum accrual cap for Annual Leave shall be five hundred 
and fifty (550) hours. 

 Effective June 30, 2024, the maximum accrual cap for Annual Leave shall be four hundred 
(400) hours. 

 
Upon the employee’s separation from City service, the employee shall be compensated for any 
unused Annual Leave at his or her regular rate of pay. 
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Annual Leave Cash Out 
Beginning in 2020, on or before December 31st of each calendar year, an employee may make an 
irrevocable election to cash out up to eighty (80) hours of accumulated Annual Leave at their 
regular rate of pay in the following calendar year. On the pay day for the pay period which 
includes Thanksgiving in the following year, the employee will receive cash for the amount of 
Annual Leave the employee irrevocably elected to cash out in the prior year, provided the 
employee still has a minimum of eighty (80) hours of accrued Annual Leave remaining after the 
cash out.  If, however, the employee’s Annual Leave balance would result in less than eighty (80) 
hours remaining after the cash out), the employee will receive cash for the amount of Annual 
Leave above eighty (80) hours that the employee has accrued at the time of the cash out.  An 
employee that does not make a specific election by December 31st, will be deemed to have 
elected the same level of cash out as the preceding year. 
 
In addition to the cash out of annual leave, above, to assist employees in reducing their Annual 
Leave balance below the applicable maximum accrual cap, an employee may also cash out up to 
an additional one hundred and fifty (150) hours of accumulated Annual Leave each year of this 
MOU.   The ability to make this additional cash out shall terminate on either June 30, 3024, or on 
such date that the employee’s accumulated Annual Leave balance falls below three hundred 
(300) hours, whichever occurs first. If an employee seeks to cash out the additional leave of up 
to one hundred and fifty (150) hours, the employee must make an irrevocable election for that 
additional amount by December 31st of the prior year. 
 
4.02 HOLIDAY PAY 
 
In recognition of the fact that employees do not receive holidays as days off, the City shall pay 
employees an additional eight (8) hours per month as Holiday-in-Lieu pay. Such holiday pay 
shall be in recognition of the following holidays: 
 

1. New Year’s Day 
2. Martin Luther King, Jr. Day  
3. Lincoln’s Birthday 
4. Washington’s Birthday 
5. Cesar Chavez’ Birthday 
6. Memorial Day 
7. Independence Day 
8. Labor Day 
9. Columbus Day 
10. Veterans Day 
11. Thanksgiving Day 
12. Christmas Day 
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4.03 MANAGEMENT LEAVE 
 
Management leave provides a means of compensation for hours worked by exempt employees 
beyond their normal work schedule.   

 
The City shall provide one hundred and twenty hours of Management Leave per year, to be 
credited as follows: 

 On January 1 of each year, employees shall be credited with eighty (80) hours 
Management Leave per year. On July 1 of each year, employees shall be credited with an 
additional forty (40) of Management Leave per year.  

 In the first pay period of December each year, the City shall cash out the employee’s 
accrued balance of unused management leave, not to exceed 40 hours per year. With the 
exception of the maximum 40 hours of management leave that may be cashed out, all 
management leave hours must be used in the year earned and cannot be carried over 
from one calendar year to the next. 

 
4.04 NON-FLSA COMPENSATORY TIME ACCRUAL 
 
In the event a unit employee must work excess hours due to a non-routine event, including, but 
not limited to, a major incident or investigation, or if acting in a Watch Commander capacity, and 
with the approval of the Police Chief, the employee may bank Non-FLSA Compensatory Time Off 
(CTO) at the rate of one and one-half (1.5) hours per one (1) hour worked.  The maximum amount 
of CTO that can be banked is one hundred (100) hours.  This bank of non-FLSA CTO has no cash 
value and will not be paid out upon separation from the City. 

The scheduling and use of CTO shall be subject to the approval of the Police Chief. An employee 
who has requested the use of CTO is permitted to use such time “within a reasonable period” 
after making the request, unless it is determined that the employee’s request would “unduly 
disrupt” the department operations or impose an unreasonable burden on the department’s 
ability to provide services of acceptable quality and quantity for the public during the time 
required without the use of the employee’s services. 
 
4.05 SICK LEAVE 

 
In accordance with City policy, a portion of each employee’s accrued Sick Leave shall be 
converted to Annual Leave when the employee becomes an exempt employee and/or member 
of the Police Management Unit.  Sick Leave shall be converted to Annual Leave at the rate of one 
(1) hour of Sick Leave equals .5 hours of Annual Leave. 

 
An employee who retires from City service and who receives an industrial disability pension or a 
service retirement pension from CalPERS, may be paid at his or her Regular Rate of Pay for one-
fourth (1/4) of their accumulated and unused Sick Leave, up to a maximum of 173.3 hours (i.e., 
one (1) month’s regularly scheduled hours), or the employee may elect to receive service credit 
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for these hours, at the employee’s option.  
 

4.06 BEREAVEMENT LEAVE 
 
Employees shall be receive up to three (3) days of paid leave per incident for bereavement 
purposes.   
 
For the purposes of implementing this benefit, “Immediate Family” shall mean grandparent, parent, 
child, spouse, or registered domestic partner as permitted by California law, or any person living in 
the employee’s household. Proof of residence may be required. “Parent” shall mean biological, 
foster, or adoptive parent, stepparent, legal guardian or person who has parental rights to employee. 
“Child” shall mean a biological, adopted, or foster child, stepchild, legal ward or a child over whom 
an employee has parental rights. 
 
The City shall authorize unit members to utilize one (1) day of Bereavement Leave following the death 
of an extended family member. For the purpose of implementing this benefit, “Extended Family” shall 
mean: Aunts, Uncles, Cousins, and godparents or godparent equivalent. 

 
The Police Chief may authorize additional days of leave for bereavement purposes on an as-
needed basis. 
 
4.07 CATASTROPHIC LEAVE DONATION PROGRAM 
 
 Unit employees will be eligible for catastrophic leave donations pursuant to the City’s 
Catastrophic Leave Donation Policy. 
 
4.08 INDUSTRIAL LEAVE 
 
Industrial injury and illness leaves shall be governed by existing guidelines in the City’s “Sick Leave 
with Pay for Illness or Injury Sustained in the Course of Employment” policy in the City existing 
Management Policy and Procedures Handbook. 
 
If an employee receives Workers’ Compensation disability payments to which the employee is not 
entitled while on Labor Code 4850 leave, the employee shall be obligated to deposit the erroneously 
paid disability payments with the City for return to the appropriate entity.   
 
 

ARTICLE 5 SALARY 
 
5.01 SALARY 
 
The Base Salary for each represented unit classification shall be as set forth in Exhibit “A” – Salary 
Schedule.   
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Effective on the first day of the first full pay period beginning after July 1, 2019, the Base Salary 
for each represented unit classification shall be increased by four percent (4%), with Classic 
CalPERS members picking up one percent (1.0%) of the City’s contribution to CalPERS, as noted 
in Article 3, Section 3.02 above. 
 
Effective on the first day of the first full pay period beginning after July 1, 2020, the Base Salary 
for each represented unit classification shall be increased by four percent (4%), with Classic 
CalPERS members picking up one percent (1.0%) of the City’s contribution to CalPERS, as noted 
in Article 3, Section 3.02 above, for a total pickup of two percent (2%) of the City’s contribution. 
 
Effective on the first day of the first pay period beginning after July 1, 2021, the Base Salary for 
each represented unit classification shall be increased by four percent (4%), with Classic CalPERS 
members picking up one percent (1.0%) of the City’s contribution to CalPERS, as noted in Article 
3, Section 3.02 above, for a total pickup of three percent (3%) of the City’s contribution. 
 
Effective on the first day of the first pay period beginning after July 1, 20222, the Base Salary for 
each represented unit classification shall be increased by four percent (4%), with Classic CalPERS 
members picking up one percent (1.0%) of the City’s contribution to CalPERS, as noted in Article 
3, Section 3.02 above, for a total pickup of four percent (4%) of the City’s contribution. 
 
Effective on the first day of the first pay period beginning after July 1, 2023, the Base Salary for 
each represented unit classification shall be increased by three percent (3%). 
 
5.02 DEFINITIONS 
 
As used in this MOU, “Base Salary” means the salary classification, range, and step to which an 
employee is assigned.  It excludes any additional allowances, special pays and non-cash benefits.  As 
used in this MOU, “Regular Rate of Pay” shall be as defined in the Fair Labor Standards Act. 
 
5.03 CALCULATION OF BENEFITS 
 
If applicable, benefits that are a percentage of Base Salary will be applied to the employee’s Base 
Salary only. If an employee is entitled to multiple percentage based benefits, each benefit will be 
calculated against Base Salary independently (i.e., benefits will not be compounded). 
 

 

ARTICLE 6 LONGEVITY PAY 
 
6.01 LONGEVITY 
 

1. Tier One: For unit employees hired prior to January 1, 2012:  The City shall pay longevity to 
all eligible unit members as follows: 
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a. Upon completion of the fifth year of continuous service as a sworn employee with the 
City, an additional five percent (5%) over and above the Base Salary step for each 
employee in this category.  
 

b. Upon completion of the tenth year of continuous service as a sworn employee with the 
City, a total of seven and one-half percent (7.5%) over and above the Base Salary step for 
each employee in this category. 

 
c. Upon completion of the fifteenth year of continuous service as a sworn employee with the City, a 

total of ten percent (10%) over and above the Base Salary step for each employee in this category. 
 

2. Tier Two: For unit employees hired on or after January 1, 2012:   Any unit employee hired 
after January 1, 2012 shall receive longevity pay as follows: 

 
a. Upon completion of the fifth year of continuous service as a sworn employee with the 

City, an additional three percent (3%) over and above the Base Salary step for each 
employee in this category.  
 

b. Upon completion of the tenth year of continuous service as a sworn employee with the 
City, a total of four percent (4%) over and above the Base Salary step for each employee 
in this category. 

 
c. Upon completion of the fifteenth year of continuous service as a sworn employee with 

the City, a total of five percent (5%) over and above the Base Salary step for each 
employee in this category. 

 
3. Elimination of Tiers: Effective July 1, 2023, all unit employees shall be eligible to receive 

longevity pay under Tier One.  
 
 

ARTICLE 7 BILINGUAL PAY 
 
7.01 BILINGUAL 
 
The City shall provide Bilingual Pay in the amount of one-hundred dollars ($100) per month to 
employees that satisfy the following conditions: 
 

1. Employee has satisfactorily demonstrated to the City his/her fluency in the Spanish language, 
based on written and/or oral testing procedures as selected by the City; and  
 

2. Employee is required in the normal course of his/her duties to communicate in Spanish with 
members of the public, as determined by the Department Head and approved in writing by 
the City Manager.  For purposes of this provision, all employees in this unit satisfy this criteria. 

02/03/20 CC Meeting Agenda Page 88 of 218



MOU: SFPOA PMU (2019-2024) 
Page 13 of 20 
 

 

SA180\069\9144050.v1-1/28/20 

ARTICLE 8 POST CERTIFICATE AND EDUCATIONAL INCENTIVE PAYS 
 
8.01 POST CERTIFICATE AND EDUCATIONAL INCENTIVE PAYS 
 
To receive POST Certificate and/or Educational Incentive Pay, employees must present 
certificates or degrees to the Personnel Division for verification and payroll processing. The 
employee shall be paid effective from the date the certificate or degree was officially received by 
the Personnel Office. Transcripts shall not be accepted in lieu of eligible certificates or degrees. 
 
The City shall provide Post Certificate/Educational Incentive Pay as follows: 
 

 Employees with an Intermediate POST certificate will receive an additional four percent 
(4%) above their Base Salary. 
 

 Employees with an Advanced POST certificate and/or a Bachelor of Arts or Bachelor of 
Science  (BA/BS) Degree will receive an additional four (4%) above their Base Salary. 
 

 Employees with a Supervisory POST certificate and/or a Master of Arts or Master of 
Science (MA/MS) Degree will receive an additional two and one-half percent (2.5%) above 
their Base Salary. 

 
Employees that were receiving compensation for possession of an Associate Degree as of January 
1, 2012 are “grandfathered” and will continue to receive compensation in an amount equal to 
the Intermediate POST compensation.  Otherwise, the City does not provide additional 
compensation for an Associate Degree. 
 
An employee who possesses more than one of the degrees or certificates above shall receive 
the pay for each degree or certificate possessed. (Example: An employee with a Bachelor’s 
degree and an Intermediate POST certificate would receive four percent (4%) for the Bachelor’s 
degree and four percent (4%) for the Intermediate POST certificate, for a total of eight percent 
(8%) above their Base Salary.  If the employee also had a Master’s degree the employee would 
receive an additional two and one-half percent, for a total of ten and one-half percent (10.5%) 
above his or her Base Salary). 
 
To the extent permitted by law, this pay shall be reported to CalPERS as compensation earnable 
and pensionable compensation pursuant to CCR §571(a)(2) and CCR §571.1(b)(2), Educational 
Incentive or POST Incentive, as applicable. 
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ARTICLE 9 UNIFORM ALLOWANCE 
 
9.01 UNIFORM 
 
The City shall provide employees a uniform allowance of $800 per year, payable in equal semi-
annual installments in the first pay periods of June and December, each year. In addition, on a 
biennial basis, the City shall provide employees with one all-weather jacket. 
 
To the extent permitted by law, this pay shall be reported to CalPERS as compensation earnable 
for all “Classic” members pursuant to CCR §571(a)(5), Uniform Allowance.  
 
 

ARTICLE 10 CONTRACT DUTY 
 
10.01 CONTRACT DUTY 

 
Unit members who, at the employee’s discretion, work special assignments typically referred to as 
“Contract Duty” shall be compensated on an hourly basis for all contract duty worked at one and 
one-half (1.5) times the  “Top Step” base pay of a City Police Sergeant, plus any longevity and 
certificate pay to which the employee is entitled.   
 
10.02 DEFINITIONS 
 
“Contract Duty” means police services contracted through the City and/or paid for by a private 
person, business, organization, entity or other government agency.  Contract Duty may include 
police services paid for by grant funds received from other government agencies.    

 
 

ARTICLE 11 OUT OF CLASS PAY 
 
11.01 OUT OF CLASS 
 
Any unit member appointed by the Police Chief, with City Manager approval, to act in a higher 
classification, due to a vacancy or prolonged absence in that higher classification, and serving 
continuously in said classification for at least fifteen (15) continuous working days shall receive 
the pay established for said higher classification during the acting period, retroactive to the first 
day of said assignment. 
 
The City shall not assign an employee to an acting out of class assignment for more than 960 
hours per fiscal year.  
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ARTICLE 12 OTHER COMPENSATION 
 
 [Intentionally left blank] 
 
 

ARTICLE 13 WORK SCHEDULES 
 
13.01 ALL EMPLOYEES 
 
Employees shall work a flexible 9/80 work schedule consisting of eight, nine-hour days and one, 
eight-hour day per pay period.  This schedule will provide each employee with one “flex” day off 
each pay period in addition to regular scheduled days off.  With approval of the Police Chief or 
designee, employees may split “flex” time off between two days within the same pay period.  In 
times of emergency, employees will work as needed, provided that the requisite minimum 80 
hours are worked each 14-day pay period.   
 
 

ARTICLE 14 TAKE HOME VEHICLES 
 
14.01 VEHICLES 
 
Employees shall be assigned an unmarked multi-purpose police vehicle for use to and from home, 
between work locations and for official City business in accordance with City policy. 
 
 

ARTICLE 15 DISCIPLINARY PROCEDURES 
 
15.01 DISCIPLINARY PROCEDURES 
 
The parties agree that the disciplinary procedures shall follow Rule XV of the City of San Fernando 
Personnel Rules. 
 
 

ARTICLE 16 LAYOFFS 
 
16.01 LAYOFFS 
 
In the event it is necessary to lay-off employees due to a reduction in the work force, said lay-off 
will be by seniority.  Seniority for purpose of lay-off shall be determined by the date of original 
appointment to the class.  The seniority list shall include all probationary and permanent 
employees.  Where seniority is equal, the member with the earliest hire time (original 
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appointment to sworn position within the City) shall be determined to have the most seniority. 
 
Temporary and provisional employees in the class involved shall be separated prior to 
probationary or permanent employees. 

 
Any employee scheduled for lay-off shall have the right to demote to a class within the 
department, which he/she formally held permanent status and displace the least senior 
employee in that lower classification.  Seniority in this instance would be time served in the lower 
class and time in a higher classification. 

 
Probationary and permanent employees shall be laid off in the reverse order of seniority. 

 
 

ARTICLE 17 ASSOCIATION BUSINESS 
 
17.01 ACCESS TO WORK LOCATIONS 

 
Reasonable access to employee work locations shall be granted to officers of the Association and 
its official representatives for the purpose of processing grievances or contacting members of the 
Association concerning business within the scope of representation.  Such officers or 
representatives shall not enter any work location without the consent of the City Manager or 
his/her authorized representative.  Access shall be restricted so as not to interfere with the 
normal operations of the Department or with established safety or security requirements.  The 
Association and its members shall be permitted to communicate with one another using the 
City’s e-mail system, provided, however, that such communications are subject to the City’s 
“Computer Resources Policy” regarding electronic mail and the Internet.  Violations of that policy 
will subject the offender to reasonable disciplinary action as stipulated in the said policy. 

 
17.02 ASSOCIATION ACTIVITY ON DUTY 

 
Solicitation of membership and activities concerned with the internal management of any 
employee organization, such as collecting dues, campaigning for office, conducting elections and 
distributing literature, will not be permitted during working hours. 

 
17.03 DUES DEDUCTION 
 
The City agrees that during the term of this MOU, it will deduct monies and remit to the 
Association as authorized by payroll deduction cards submitted by employees in the same 
manner as existed prior to this MOU. 

 
The Association, upon receipt of the dues deducted, shall indemnify, defend, and hold the City 
harmless against any claims made and against any suit instituted against the City on account of 
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check-off of employee association dues.  In addition, the Association shall refund the City any 
amounts paid in error upon presentation of supporting evidence. 
 
 

ARTICLE 18 MAINTENANCE OF BENEFITS 
 
18.01 CONTINUATION OF WAGES, HOURS, AND WORKING CONDITIONS 
 
The parties agree that the only changes in terms and conditions of employment intended 
pursuant to this MOU are those specifically provided herein.  Any policies, procedures, benefits, 
or past practices not herein addressed that affect wages, hours, and/or other terms and 
conditions of employment shall not be revised to adversely affect the employees covered by this 
MOU during the term of this MOU unless by mutual agreement of the parties.  
 
 

ARTICLE 19 POLICIES AND PROGRAMS 
 

19.01 NEPOTISM PROHIBITED 
 

1. No person shall be appointed, promoted or hired into a position in the Department when 
that person’s relative already holds a position in the Department and such employment 
would result in a direct supervisor-subordinate relationship. 

 
2.  A direct supervisor-subordinate relationship is one in which one person is responsible for 

the day-to-day supervision and control of the other person, or is in their direct chain of 
command.  Collateral assignments and occasional, overtime or temporary assignments 
are not considered to violate this policy. 

 
3. For purposes of this section, “relative” means spouse, child, stepchild, parent, 

grandparent, grandchild, brother, sister, half-brother, half-sister, aunt, uncle, niece, 
nephew, parent-in-law, brother-in-law or sister-in-law. 

 
4. If two Department employees marry, the Department reserves the right to transfer the 

employee with the least City seniority to another assignment within the Department that 
is consistent with this policy, and to which a sworn employee would usually be assigned, 
without loss of pay or benefits. 

 
5. If a member of the Association marries the Police Chief or Police Captain (when there is 

only one Captain) and no transfer within the Department is possible where the married 
employees are not in violation of paragraphs A and B, above, the employee with the least 
City seniority may be transferred to another Department within the City.  If no such 
transfer is possible, that employee may be separated from service. 
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19.02 OTHER POLICIES 
 
The parties agree that during the term of the MOU they shall work in good faith with one another 
to create or modify, as applicable, the nepotism, fraternization, social media, and administrative 
appeals policies of the City. Any such policies shall be implemented or modified by mutual 
agreement of the parties.  
 
 

ARTICLE 20 PUBLICATION OF AGREEMENT 
 
20.01 PUBLICATION OF AGREEMENT 
 
It is agreed that the City shall furnish each unit member one copy of this MOU. 

 
(SIGNATURE PAGE TO FOLLOW) 
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CITY OF SAN FERNANDO  SAN FERNANDO POLICE OFFICERS 
ASSOCIATION POLICE MANAGEMENT 
UNIT (SFPOA PMU) 

     
     

Nick Kimball 
City Manger 

Date  Nichole Hanchett 
Lieutenant 

Date 

     

Timothy Hou 
Deputy City Manager/  
Community Development 
Director 

Date  Christian Colelli 
Lieutenant 

Date 

     

 
 

  Robert M. Wexler 
SFPOA PMU Attorney 

Date 
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SALARY SCHEDULE 
 
Current Salary Range 

Class 
Sal. 

Range 
Step A Step B Step C Step D Step E 

Police Lieutenant 70MP      

 
 

 

Class 
Sal. 

Range 
Step A Step B Step C Step D Step E 

Police Lieutenant       

 
 

Class 
Sal. 

Range 
Step A Step B Step C Step D Step E 

Police Lieutenant       

 
 
 

Class 
Sal. 

Range 
Step A Step B Step C Step D Step E 

Police Lieutenant       

 
 
 

Class 
Sal. 

Range 
Step A Step B Step C Step D Step E 

Police Lieutenant       
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AGENDA REPORT 

ADMINISTRATION DEPARTMENT                 117 MACNEIL STREET, SAN FERNANDO, CA 91340                 (818) 898-1202                 WWW.SFCITY.ORG 

REVIEW:      ☒ Finance Director        ☒ Deputy City Manager       ☒ City Manager 

 

To: Mayor Joel Fajardo and Councilmembers 
  
From:  Nick Kimball, City Manager 

By:  Richard Padilla, Assistant City Attorney 
   
Date:  February 3, 2020 
 
Subject: Consideration to Approve an Amendment to the City Manager Employment 

Agreement  

RECOMMENDATION: 
 
It is recommended that the City Council:  
 
a. Approve an Amendment to the City Manager Employment Agreement (Attachment “A” – 

Contract No. 1906(a)); and 
 
b. Authorize the Mayor to execute the Agreement. 
 
 
BACKGROUND: 
 
1. On March 25, 2014, the City Council entered into an Employment Agreement with Brian Saeki 

to serve as City Manager (Contract No. 1737) at a base salary of $185,000 per year.  The 
Employment Agreement had no fixed term and provided for six-month severance pay if 
terminated without cause. 

 
2. On November 16, 2015, the City Council approved an amendment to Mr. Saeki’s Employment 

Agreement (1737(a)) that, among other things, fixed the term at three years, increased the 
severance pay from six months to 12 months, and aligned the City Manager’s fringe benefits 
with the Department Head benefits as provided in the Executive Compensation Plan 
Resolution (Resolution No. 7692). 
 

3. On January 17, 2017, the City Council entered into an Employment Agreement with Nick 
Kimball to serve as Interim City Manager (Contract No. 1842) at a base salary of $185,000 per 
year.  The Employment Agreement term was until a permanent City Manager was appointed 
and both parties could terminate the Agreement at any time, at which point Mr. Kimball 
would be entitled to return to his prior position as Director of Finance. 
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4. On August 21, 2017, the City Council entered into an Employment Agreement with Alexander 
Meyerhoff to serve as City Manager (Contract No. 1864) at a base salary of $197,720 per year.  
The Employment Agreement had a fixed term of five years, provided for six-month severance 
pay if terminated without cause, and aligned fringe benefits with the Executive Compensation 
Plan (Resolution No. 7692). 

 
5. On February 20, 2019, the City Council entered into an Employment Agreement with Nick 

Kimball to serve as permanent City Manager (Contract No. 1906) at a base salary of $185,000 
per year.  The Employment Agreement has a fixed term of five years, provides for six-month 
severance pay if terminated without cause, and aligns fringe benefits with the most current 
Executive Compensation Plan (See Resolution No. 7973 available at 
www.sfcity.org/personnel). 

 
 

ANALYSIS: 
 

Mr. Kimball agreed to serve as permanent City Manager at the same salary that was provided for 
the City Manager position in 2014.  During Mr. Kimball’s first year of employment as City 
Manager, the City Council has provided regular evaluations and reviewed the City Manager salary 
to assess its competitiveness in the current labor market as well as compaction issues with 
subordinate employees resulting from recent labor agreements with various City bargaining 
units. 
 

To support stability at the City Manager position and ensure the compensation remains 
competitive in the current labor market, the following amendments are proposed to the 
Employment Agreement with Mr. Kimball (Attachment “A”): 
 

 Term: Remove the fixed term and allow the Agreement to be terminated by either party. 

 Base Salary: $204,000 per year with annual increases commensurate with the Department 
Head Executive Compensation Plan to avoid compaction issues. 

 Pension: The employee will contribute two-percent (2%) toward the City’s CalPERS pension 
cost upon execution of the amendment, and each July 1st thereafter until the employee is 
contributing eight-percent (8%) of his salary toward the City’s CalPERS pension cost. 

 Severance: 18 months’ severance pay if terminated without cause. 

 Deferred Compensation: The City will deposit $500 per month into the employee’s Section 
457 Deferred Compensation account. 

 All other provisions of the existing Employment Agreement will remain unchanged and fringe 
benefits will continue to be pursuant to the Executive Compensation Package Resolution 
7973 (Attachment “B”).  

 

Government Code Section 54957.6(a) requires the City Council approve proposed compensation 
of appointed employees in open session.  Similarly, under Government Code Section 53262(a), 
all employment contracts for city managers must be ratified in open session.    
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BUDGET IMPACT: 
 

This proposed amendment includes a $6,280 per year increase in salary from the prior City 
Manager’s compensation as well as a $6,000 per year in deferred compensation.  To offset the 
increased cost, the amendment includes an increased employee contribution of two-percent 
(2%) each July 1st, which will reduce the City’s pension costs by approximately $4,000 upon 
execution of the amendment and an additional $4,000 each July 1st thereafter. 
 

Sufficient contingency funds and salary savings from vacant positions are included in the Fiscal 
Year 2019-2020 Adopted Budget to cover the amendment to the City Manager Employment 
Agreement.   
 
 

ATTACHMENTS:   
 

A. Contract No. 1906(a) 
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2020 
FIRST AMENDMENT TO CITY MANAGER EMPLOYMENT AGREEMENT 

(Employee:   Nick Kimball) 
 
THIS 2020 FIRST AMENDMENT (“Amendment”) to that certain agreement entitled “2019 City 
Manager Employment Agreement – Employee: Nick Kimball” originally executed  February 
20, 2019 by and between the CITY OF SAN FERNANDO,  a municipal corporation and 
general law city (“City”) and NICK KIMBAL, an individual (“Employee”) is made and entered 
into this _________ day of ________________ 2020 (“Effective Date”).  For purposes of this 
Amendment, the capitalized term “Parties” shall be a collective reference to both City and 
Employee.  The capitalized term “Party” may refer to either City or Employee interchangeably 
as appropriate.    
 
 RECITALS 
 
WHEREAS, the Parties executed and entered into an employment agreement dated February 
20, 2020 and entitled “2019 City Manager Employment Agreement – Employee: Nick Kimball”, 
Contract No. 1906 (hereinafter, the “Master Agreement”) (A true and correct copy of the 
Master Agreement is attached and incorporated hereto as Exhibit “A”); and  
 
WHEREAS, the Parties now wish to modify the Master Agreement further; and 
 
WHEREAS, Resolution No. 7692 was later repealed, replaced and superseded by way of City 
Council Resolution No. 7807 dated August 7, 2017 (“Resolution No. 7807”); and 
 
WHEREAS, Section 4.5 (Amendments) of the Master Agreement allows the Parties to amend 
the Master Agreement provided such amendments are memorialized in the form of a written 
amendment approved by the San Fernando City Council (“City Council”) and signed by the 
Mayor; and  
 
WHEREAS, execution of this Amendment was approved in open session at the City Council’s 
regular meeting of February 3, 2020 under Agenda Item No. ______ as required under 
Government Code Section 53262. 

 
NOW, THEREFORE, in consideration of the mutual agreements contained herein, and other 
good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, 
and intending to be legally bound hereby, the Parties agree as follows: 
 
SECTION 1. Subsection A of Section 1.2 (Term of Employment) is amended in its entirety to 
state the following:      
 

“Subject to subsection B of this Section, below, this Agreement 
shall have an indefinite term (“Term”).”  

 
SECTION 2.  The term “Base Salary” as defined under subsection A of Section 2.1 (Base 
Salary) of the Master Agreement is amended to the sum of Two Hundred and Four Thousand 
Dollars ($204,000) per year effective as of February 1, 2020.   
 

ATTACHMENT “A” 
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SECTION 3.   Notwithstanding anything set forth under Section 2.2 (Retirement/Deferred 
Compensation) of the Master Agreement to the contrary or any other provision of the Master 
Agreement, commencing as of February 1, 2020, Employee shall contribute two percent (2%) 
of his Base Salary toward the City’s CalPERS pension cost.  Each July 1st thereafter, 
commencing with July 1, 2021, Employee shall annually contribute an additional two percent 
(2%) of his Base Salary toward the City’s CalPERS pension cost until such time as Employee’s 
CalPERS pension cost contribution equals eight percent (8%) of Employee’s Base Salary.  
 
SECTION 4.  Subsection B of Section 2.2 (Retirement/Deferred Compensation) of the Master 
Agreement is further modified by the addition of the following sentence. 
 

“CITY shall deposit the sum of Five Hundred Dollars ($500) per 
month in EMPLOYEE’s 457 Deferred Compensation plan.” 

 
SECTION 5.   Subsection A of Section 3.3 (Separation for Convenience and Without Cause; 
Severance) of the Master Agreement is amended in its entirety to state the following: 
 

“In the event EMPLOYEE is terminated for convenience and without 
cause by the City Council while EMPLOYEE is willing and able to 
perform the City Manager’s duties under this Agreement, then in that 
event the CITY agrees to pay EMPLOYEE a lump sum cash payment 
equal to eighteen (18) months’ worth of EMPLOYEE’s annual Base 
Salary at the time of separation [i.e., the value of one months’ worth of 
EMPLOYEE’s annual Base Salary at the time of separation multiplied by 
eighteen].” 

 
SECTION 6.    Except as otherwise set forth in this Amendment, the Master Agreement shall 
remain binding, controlling and in full force and effect.  The provisions of this Amendment shall 
be deemed a part of the Master Agreement and except as otherwise provided under this 
Amendment, the Master Agreement and all provisions contained therein shall remain binding 
and enforceable.  In the event of any conflict or inconsistency between the provisions of this 
Amendment and the provisions of the Master Agreement, the provisions of this Amendment 
shall govern and control, but only in so far as such provisions conflict with the Master 
Agreement and no further.  

 
SECTION 7. The Master Agreement as amended by way of this Amendment constitutes the 
entire, complete, final and exclusive expression of the Parties with respect to the matters 
addressed herein and supersedes all other agreements or understandings, whether oral or 
written, or entered into between City and Employee prior to the execution of this Amendment.  
No statements, representations or other agreements, whether oral or written, made by any 
Party which are not embodied herein shall be valid or binding.  No amendment, modification 
or supplement to the Master Agreement as amended by this Amendment shall be valid and 
binding unless in writing and duly executed by the Parties in the form of a written contract 
amendment.  
 

[SIGNATURE PAGE TO FOLLOW] 
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IN WITNESS WHEREOF, the Parties hereto have caused this Amendment to be executed 
on the day and year first appearing above. 
 

 
CITY: 
 
City of San Fernando 
 
 
By:__________________________________    
        Joel Fajardo 
         Mayor 
 
 
APPROVED AS TO FORM 
 
 
By:__________________________________ 
 
 
Name:_______________________________ 
 
Title:_________________________________ 
 
 
 

  EMPLOYEE 
 
Nick Kimball, an individual: 
 
 
By:_____________________________ 
      Nick Kimball, an individual 
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Exhibit “A” 
Master Agreement  
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AGENDA REPORT 

ADMINISTRATION DEPARTMENT                 117 MACNEIL STREET, SAN FERNANDO, CA 91340                 (818) 898-1202                 WWW.SFCITY.ORG 

REVIEW:      ☒ Finance Director        ☒ Deputy City Manager       ☒ City Manager 

 

□  Finance      

To: Mayor Joel Fajardo and Councilmembers 
  
From:  Nick Kimball, City Manager 

By:  Richard Padilla, Assistant City Attorney 
 
Date:  February 3, 2020 
 
Subject: Consideration to Approve a Fourth Amendment to the City Clerk Employment 

Agreement  
   
 
RECOMMENDATION: 

 
It is recommended that the City Council: 
 
a. Approve the Fourth Amendment (Attachment “A” - Contract No. 1804(d)) to the City Clerk 

Employment Agreement; and 
 

b. Authorize the Mayor to execute the Amendment. 
 
 
BACKGROUND: 
 
1. On December 7, 2015, the City and City Clerk Elena G. Chávez entered into an Employment 

Agreement (Master Agreement) setting forth the terms and conditions of Ms. Chávez 
employment as City Clerk. 
 

2. On April 17, 2017, the City Council approved the First Amendment to the Master Agreement 
to adjust the City’s payment of Chavez’s First Tier CalPERS EPMC to match the EPMC paid on 
behalf of the City’s Department Head employees as prescribed under Exhibit “A” of 
Resolution No. 7692 in compliance with Government Code Section 20691. 

 
3. On April 2, 2018, the City Council approved the Second Amendment to the Master Agreement 

to align the benefits provided to the City Clerk with the benefits provided to members of the 
City’s Department Head/Executive Team pursuant to City Council Resolution No. 7692 and 
Resolution No. 7807. 

 
4. On October 7, 2019, the City Council approved the Third Amendment to the Master 

Agreement to allow the City Council to conduct one formal evaluation that may be scheduled 
at any time during each fiscal year and a maximum of four informal evaluations that may be 
conducted once each quarter on an as-needed basis.   
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5. On January 27, 2020, the City Council adopted Resolution No. 7973 (Available at 
www.sfcity.org/personnel) rescinding Resolution Nos. 7692 and 7807 and adopting a new 
Department Head/Executive Management Compensation Plan. 

 
 
ANALYSIS: 
 
The City Clerk’s current Master Agreement, as amended, refers to Resolution Nos. 7692 and 7807 
to align the City Clerk’s benefits with the Executive Compensation Plan.  As a result of the new 
Compensation Plan adopted by City Council through Resolution No. 7973, the City Clerk’s Master 
Agreement must be amended to reflect the new Resolution.  The proposed Fourth Amendment 
makes the necessary changes to ensure the City Clerk’s salary and benefits continue to be aligned 
with the other Department Heads. 
 
 
BUDGET IMPACT: 
 
The proposed Amendment aligns the City Clerk salary and benefits with those included in the 
Executive Compensation Plan, including a 4% cost of living increase effective on the first day of 
the first pay period after July 1, 2019 with the employee paying an additional 1% of the City’s 
CalPERS retirement cost.  It also continues the cafeteria medical plan for the City Clerk.  The 
estimated cost to the General Fund is $4,290 with the increased CalPERS retirement contribution 
paid by the employee of $1,115.  Sufficient funds contingency funds are included in the Adopted 
Fiscal Year (FY) 2019-20 Budget to cover the proposed increase. 
 
 
CONCLUSION: 
 
It is recommended that the City Council approve the Fourth Amendment and authorize the 
Mayor to execute the same on behalf of the City.   
 
 
ATTACHMENT: 
  
A. Contract No. 1804(d)   
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2020 

FOURTH  AMENDMENT TO CITY CLERK EMPLOYMENT AGREEMENT 

(Employee:   Elena G. Chavez) 

 

THIS 2020 FOURTH AMENDMENT (“Amendment”) to that certain agreement entitled “2015 City 

Clerk Employment Agreement – Employee: Elena G. Chavez”, Contract No. 1804 is made and entered 

into this _________ day of ________________ 2020 (“Effective Date”) by and between the CITY OF 

SAN FERNANDO,  a municipal corporation and general law city (“City”) and ELENA G. CHAVEZ, 

an individual (“Chavez”).   For purposes of this Amendment, the capitalized term “Parties” shall be a 

collective reference to both City and Chavez.  The capitalized term “Party” may refer to either City or 

Chavez interchangeably as appropriate.    

 

 RECITALS 

 

WHEREAS, the Parties executed and entered into an employment agreement dated December 7, 2015 

and entitled “2015 City Clerk Employment Agreement – Employee: Elena G. Chávez”, Contract No. 

1804 (hereinafter, the “Master Agreement”) and  

 

WHEREAS, the Parties later executed a first amendment to the Master Agreement dated as of April 17 

2017, Contract No. 1804(a) (hereinafter, the “First Amendment”); a second amendment to the Master 

Agreement dated as of April 16, 2018, Contract No. 1804(b) (hereinafter, the “Second Amendment”); 

and a third amendment to the Master Agreement dated as of October 7,  2019, Contract No. 1804(c) all 

of which modified provisions of the Master Agreement (collectively, the “Prior Amendments”) (A true 

and correct copy of the Master Agreement as amended by way of the Prior Amendments is attached 

and incorporated hereto as Exhibit “A”);  

 

WHEREAS, the Parties now wish to modify the Master Agreement to reflect changes to the City’s 

Department Head/Executive Management Compensation Plan to which the Master Agreement is tied; 

and 

 

WHEREAS, Section 4.5 (Amendments) of the Master Agreement allows the Parties to amend the 

Master Agreement provided such amendments are memorialized in the form of a written amendment 

approved by the San Fernando City Council (“City Council”) and signed by the Mayor; and  

 

WHEREAS, execution of this Amendment was approved in open session at the City Council’s regular 

meeting of ____________ 2020 under Agenda Item No. ______ as required under Government Code 

Section 53262. 

 

NOW, THEREFORE, in consideration of the mutual agreements contained herein, and other good and 

valuable consideration, the receipt and sufficiency of which is hereby acknowledged, and intending to 

be legally bound hereby, the Parties agree as follows: 

 

SECTION 1.  All references to City Council Resolution No. 7692 and Resolution No. 7807 as set 

forth in the Master Agreement or the Prior Amendments are hereby repealed and replaced by reference 

to City Council Resolution No. 7973 approved by the City Council on January 27, 2020.  

 

 

 

ATTACHMENT “A” 
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SECTION 2. Section 2.1 (A.) Base Salary of the Master Agreement is further modified by the addition 

of the following sentence: 

 

“Subsequent Base Salary increases shall be in accordance with 

Resolution No. 7973, Section 2 of Exhibit “A” approved by the City 

Council on January 27, 2020.” 

  
SECTION 3.    Except as otherwise set forth in this Amendment, the Master Agreement as amended by 

way of the Prior Amendments shall remain binding, controlling and in full force and effect.  The 

provisions of this Amendment shall be deemed a part of the Master Agreement as amended by way of 

the Prior Amendments and except as otherwise provided under this Amendment, the Master 

Agreement, the Prior Amendments and all provisions contained therein shall remain binding and 

enforceable.  In the event of any conflict or inconsistency between the provisions of this Amendment 

and the provisions of the Master Agreement or the Prior Amendments, the provisions of this 

Amendment shall govern and control, but only in so far as such provisions conflict with the Master 

Agreement or the Prior Amendments and no further.  

 

SECTION 4. The Master Agreement as amended by way of the Prior Amendments and this 

Amendment constitute the entire, complete, final and exclusive expression of the Parties with respect 

to the matters addressed herein and supersedes all other agreements or understandings, whether oral or 

written, or entered into between City and Chavez prior to the execution of this Amendment.  No 

statements, representations or other agreements, whether oral or written, made by any Party which are 

not embodied herein shall be valid or binding.  No amendment, modification or supplement to the 

Master Agreement as amended by way of the Prior Amendments and this Amendment shall be valid 

and binding unless in writing and duly executed by the Parties in the form of a written contract 

amendment.  

 

IN WITNESS WHEREOF, the Parties hereto have caused this Amendment to be executed on the day 

and year first appearing above. 

 

 

CITY: 

 

City of San Fernando 
 

 

By:___________________________________ 

         Joel Fajardo 

         Mayor 

 

 

APPROVED AS TO FORM 

 

By:__________________________________ 

 

 

Name:________________________________ 

 

Title:_________________________________ 

  EMPLOYEE 

 

Elena G. Chavez, an individual: 

 

 

By:_____________________________ 

      Elena G. Chavez, an individual 
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Exhibit A 

Master Agreement as Amended by Way of the Prior Amendments 
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AGENDA REPORT 

ADMINISTRATION  DEPARTMENT                 117 MACNEIL STREET, SAN FERNANDO, CA 91340                 (818) 898-1202                 WWW.SFCITY.ORG 

REVIEW:      ☒ Finance Director      ☒ Deputy City Manager      ☒ City Manager 

 

To: Mayor Joel Fajardo and Councilmembers 
  
From:  Nick Kimball, City Manager 
   
Date:  February 3, 2020 
 
Subject: Consideration to Adopt a Resolution Setting the Statutory Maximum for City 

Councilmembers’ Salary 

RECOMMENDATION: 
 
It is recommended that the City Council adopt Resolution No. 7972 (Attachment “A”) setting the 
statutory maximum for City Councilmembers’ salary at the amount of $730.00 per month. 

 
  
BACKGROUND: 
 
1. California Government Code Section 36516 authorizes city councils to enact an ordinance 

providing a salary for each member based the population of the city.  The maximum 
authorized salary prescribed for cities up to and including 35,000 in population is three 
hundred dollars ($300) per month.   

 
2. The Government Code also authorizes council member salaries to exceed the prescribed 

amount by adopting an ordinance, provided the increase does not exceed five percent (5%) 
simple interest for each calendar year from the effective date of the last salary adjustment. 

 
3. On February 20, 1980, the City Council adopted two ordinances related to compensation 

(Ordinance Nos. 1158 and 1159) that set monthly compensation at $282 per month.  The 
effective date of the salary set forth in these Ordinances was April 1, 1980. 

 
4. On September 15, 1986, the City Council adopted Ordinance No. 1292, increasing 

compensation to $378 per month.  The effective date of this Ordinance was October 15, 1986. 
 
5. On December 18, 1995, the City Council adopted Ordinance No. 1459, increasing 

compensation to $476.40 per month.  The effective date of this Ordinance was April 1, 1997. 
 
6. On April 3, 2000, the City Council adopted Ordinance No. 1515, increasing compensation to 

$579.06 per month.  The effective date of this Ordinance was March 13, 2001. 
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7. On October 6, 2014, the City Council adopted Ordinance No. 1636, which enables a City 
Council salary and authorizes the amount to be set by resolution pursuant to the amounts 
authorized in Government Code 36516.  Adoption of this Ordinance only changed the process 
by which City Council salary is set.  It did not make any change to the existing salary of $579.06 
per month. 

 
8. On December 1, 2014, the City Council adopted Resolution No. 7662, setting the salary at 

$580.00 per month.  The effective date of this ordinance was April 1, 2015. 
 

9. On January 27, 2020, the City Council discussed the proposed City Councilmember salary 
adjustment, but tabled the item to be presented at the next regular City Council meeting.  

 
 
ANALYSIS: 
 
As authorized by state law, San Fernando enables a City Councilmember salary by ordinance and 
sets the salary by resolution. The maximum salary currently authorized is $580 per month.  Except 
for a very minor adjustment (i.e., $0.94) in 2015 to correct a slight miscalculation, the current 
City Council salary has not been increased since March 2001. 
 
Calculating the statutory salary cap is relatively straight forward, except for determining the 
number of years between increases to which the five percent (5%) maximum annual increase 
should be applied.  While there is no standard set in the Government Code, the League of 
California Cities’ guidance on city council salaries and benefits1 states, “the most logical, 
consistent approach seems to be calculating increases from the effective date of the last increase 
to the effective date of the new increase.”   
 
Staff applied this methodology to calculate the statutory salary cap by dividing the number of 
days between April 1, 2015 (the effective date of the current salary) and December 1,2020 (the 
effective date of the proposed salary) then dividing by 364.25.  The statutory maximum per 
Government Code 36516 calculated by staff is $732.69 per month (Attachment “B”). 
 
The proposed resolution will set the statutory maximum at $730.00 per month.  The proposed 
salary is slightly less than the statutory maximum to provide flexibility in the event that more 
clear guidance is provided (through legislation or legal precedent) for calculating the statutory 
maximum that differs from the best practices approach applied by staff. 
 
Pursuant to Government Code 36516, a change in salary is not effective until the first full month 
after the next election at which at least one Councilmember will be elected.  Therefore, the 
proposed salary of $730.00 per month will become effective on December 1, 2020.   

                                                 
1 Brian Libow, City Council Salaries and Benefits presentation; 2011 League of California Cities Annual 

Conference; September 22, 2011 
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On January 27, 2020, this item was discussed and tabled. Pursuant to discussion that evening, 
the following two amendments to the City Councilmember salary Resolution may be considered: 
 
1. Effective upon adoption of this resolution, City Councilmembers will pay the full employee 

share of the CalPERS cost; and 
 

2. Effective upon adopt of this resolution, City Councilmembers that are enrolled in a City-
sponsored health plan will pay $50 per month toward the premium. 

 
 
BUDGET IMPACT: 
 
Adopting the proposed resolution setting City Councilmember salary at $730 per month will have 
no impact to the Fiscal Year (FY) 2019-2020 Adopted Budget as the increase is not effective until 
December 2020.  The total cost of the salary increase is $9,000, which will be included in the FY 
2020-2021 Budget. 
 
 
CONCLUSION: 
 
Adoption of the proposed Resolution will increase the statutory maximum City Council salary, 
which has not had a meaningful increase since March 2001. 
 
 
ATTACHMENTS: 
 
A. Proposed Resolution No. 7972 
B. Calculation of City Council Maximum Salary per GC 36516 
 
 

02/03/20 CC Meeting Agenda Page 163 of 218



ATTACHMENT “A” 

RESOLUTION NO. 7972 

 

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF SAN 

FERNANDO, CALIFORNIA, SETTING CITY COUNCILMEMBER 

SALARY PURSUANT TO SECTION 2-31 OF DIVISION 1 OF 

ARTICLE II OF CHAPTER 2 OF THE SAN FERNANDO CITY 

CODE 

 

RECITALS 
  

WHEREAS, pursuant to California Government Code section 36516, a city council may 

enact an ordinance providing that each member of the city council shall receive a salary; and 

WHEREAS, on April 3, 2000, the City of San Fernando (“City”) adopted Ordinance No. 

1515 amending the San Fernando City Code (“SFCC”) to provide that each member of the city 

council shall receive a salary and setting the amount of such salary at $579.06 per month; and 

WHEREAS, on October 6, 2014, the City Council amended Section 2-31 of Division 1 of 

Article II of Chapter 2 of the SFCC to provide that City Councilmembers shall receive a salary 

pursuant to Government Code section 36516 in an amount to be set by resolution of the City 

Council; and 

WHEREAS, on December 1, 2014, the City Council adopted Resolution No. 7662 setting 

the amount of City Council salary at $580.00 per month; and 

WHEREAS, pursuant to Government Code section 36516, any change in salary set by 

resolution shall not apply to City Council Members until at least one (1) member of the City 

Council begins a new term of office.  

 NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF SAN FERNANDO 

DOES HEREBY RESOLVE, FIND, DETERMINE, AND ORDER AS FOLLOWS: 
 

 SECTION 1.  Pursuant to Section 2-31 of Division 1 of Article II of Chapter 2 of 

the SFCC and in accordance with Government Code section 36516, each member of the San 

Fernando City Council shall receive as salary the sum of $730.00 per month.   

  

SECTION 2.     The monthly salary shall become effective on the first day of the 

first full calendar month following the date on which one or more members of the City Council 

begins a new term of office, which will be December 1, 2020. 

 

 PASSED, APPROVED, AND ADOPTED this 3rd day of February, 2020. 

 

 

 

       

Joel Fajardo, Mayor 
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2 

ATTEST: 

 

 

       

Elena G. Chávez, City Clerk 

 

 

 

APPROVED AS TO FORM: 

 

 

       

Richard Padilla, Assistant City Attorney 

 

 

 

 

STATE OF CALIFORNIA  ) 

COUNTY OF LOS ANGELES )  SS 

CITY OF SAN FERNANDO ) 

 

 

I, HEREBY CERTIFY that the foregoing Resolution was approved and adopted a special 

meeting of the City Council held on the 3rd day of February, 2020, by the following vote to wit: 

  

AYES:   

  

NOES:   

  

ABSENT: 

 

ABSTAIN: 

  

 

       

Elena G. Chávez, City Clerk 
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ATTACHMENT "B"

City Council Statutory Maximum Salary Calculation per Government Code 36516

1

2

3

4

5

6

7

8

9

10

11
12

13

14

15

16

17

18

19

20

21

22

23

24

25

A B C D E F G H I

( a ) ( b ) ( c ) ( d )

Effective  Days b/t Years b/t Max %  Max Below Max

Salary Date Increase Increase Increase Salary (Above Max)

Ordinance 1158/1159 282.00$        4/1/1980

Ordinance 1292 378.00$        10/15/1986 2,388        6.56         32.78% 374.44$        (3.56)               

Ordinance 1459 476.40$        4/1/1997 3,821        10.49       52.45% 570.83$        94.43              

Ordinance 1515 579.06$        3/13/2001 1,442        3.96         19.79% 570.70$        (8.36)               

Resolution 7668  (Current Stipend) 580.00$        4/1/2015 5,132        14.09       70.45% 986.99$        406.99            

Current Max under GC 36516 580.00$        12/1/2020 2,071        5.69         28.43% 732.94$        152.94            

Calculation Methodology:

Step 1: (Resolution 7668 Effective Date - Proposed Resolution Effective Date) = Days between Increase

                Cells: D9 - D8 = E9

Step 2: (Days between increase / 364.25) = Years between Increase [Column (b)]

                Cells: E9 / 364.25 = F9

Step 3: (Years between Increase * 5%) = Maximum % Increase [Column ( c )]

                Cells: F9 * 0.05 = G9

Step 4: Resoluion 7668 Salary * (1 + Maximum % Increase) = New Maximum Salary [Column (d)]

                Cells: C9 * (1 + G9) = H9
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AGENDA REPORT 

ADMINISTRATION DEPARTMENT                 117 MACNEIL STREET, SAN FERNANDO, CA 91340                 (818) 898-1202                 WWW.SFCITY.ORG 

REVIEW:      ☐ Finance Department      ☒ Deputy City Manager      ☒ City Manager 

 

To: Mayor Joel Fajardo and Councilmembers 
  
From:  Nick Kimball, City Manager 
   
Date:  February 3, 2020 
 
Subject: Review and Discuss the City’s Unfunded Pension and Retiree Health Benefit 

Liabilities and Related Ad Hoc Recommendations 

RECOMMENDATION: 

It is recommended that the City Council: 
 
a. Receive a presentation and report from staff; 

 
b. Discuss the recommendations from the Pension and Retiree Healthcare Ad Hoc Committee; 

and 
 

c. Provide additional direction as appropriate. 
 
  
BACKGROUND: 

1. On August 20, 2018, staff provided the City Council with an analysis and projection of the 
City’s long-term pension and Other Post Employment Benefit (OPEB – Retiree Health) costs, 
as well as various funding strategies to address those liabilities. 
 

2. Subsequent to receiving the presentation and discussing the report, the City Council directed 
staff to prepare a Request for Proposals (RFP) for financial advisory services to project long-
term pension and OPEB obligations and propose various strategies to fund those obligations.   
 

3. On October 1, 2018, the City Council reviewed the draft RFP, authorized the City Manager to 
release the RFP, and appointed an Ad Hoc Committee (Mayor Fajardo, Councilmember 
Gonzales) to review proposals, interview firms, and recommend selection of a firm to the full 
City Council. 

 
4. On March 4, 2019, pursuant to the recommendation from the Ad Hoc Committee, City 

Council awarded a contract to Urban Futures, Inc. (UFI) to work with staff and the Ad Hoc 
Committee to develop cost projections and recommendations to address the City’s long-term 
Pension and OPEB liabilities. 
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5. UFI has held multiple meetings with staff and the Ad Hoc Committee to ensure a proficient 
understanding of the state of pension and OPEB benefits throughout California, the current 
pension and OPEB benefits offered by the City, and the various strategies the City has in its 
financial toolbox to address these long-term liabilities. 

 
 
ANALYSIS: 
 
Pension Benefits. 
The City of San Fernando provides a defined benefit pension plan to all full-time employees 
through the California Public Employees Retirement System (CalPERS).  CalPERS defines “full-
time” as working more than 1,000 hours per year for at least five years.   The City’s employees 
receive different pension benefits, based on the hire and/or retirement dates.   CalPERS provides 
a separate actuarial report for each of the following pension benefit plans: 
 

 
 
The Miscellaneous category above includes all employees that are not sworn police officers.  
CalPERS serves the majority of California cities, counties, and special districts and manages an 
investment portfolio of more than $370 billion (as of June 30, 2019).  

 
Annual Pension Costs.  
The City’s CalPERS pension costs are comprised of two components: 
 
Normal Costs - Normal costs represents the amount earned by current employees during the 
year.    Normal Costs are funded by a combination of employer (City) and employee contributions, 
which are based on a percentage of salary.    
 
Unfunded Accrued Liability (UAL) - represents the gap between the value of prior contributions 
and cost of future payments.  The UAL is effectively a “past due payment.”  The UAL is adjusted 
by CalPERS each year by adding new Amortization Bases that reflect changes in a number of 
factors, including actual rate of investment return, changes in life expectancy, and changes in 

Rate Income

Retirement 

Age Rate Income

Retirement 

Age

Tier I* 3.0% Single Highest Year 60 3.0% Single Highest Year 50

Tier II** 2.0% 36 month average 55 3.0% 36 month average 50

Tier III*** N/A N/A N/A 3.0% 36 month average 55

PEPRA**** 2.0% 36 month average 62 2.7% 36 month average 57

*Misc. hired before 11/12/2005; Sworn hired before 1/6/1994

** Misc. hired before 1/1/2013; Sworn hired before 9/8/2012

*** Sworn hired before 1/1/2013

**** Per the Public Employees Pension Reform Act, applies to all employees hired after 1/1/2013

Miscellaneous Sworn Police Officers
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payroll.  Each Amortization 
Base has a unique payment 
schedule, comprised of 
between fixed dollar 
payments, over five to over 
30 years.     
 
As of the most recent 
CalPERS actuarial report 
ending June 30, 2018, the 
City’s has an Unfunded 
Accrued Liability (UAL) equal 
to $43.6 million.   
 
The UAL is comprised of 38 Amortization Bases: 19 Miscellaneous Plan and 19 Safety Plan.    
 
In 2018, CalPERS added four 
new bases, which increased 
the UAL by $4.7 million, to 
$43.6 million.   The City’s UAL 
payments are schedule to 
increase from $2.7 million to 
$5.0 million by 2031-32.  
Consequently, the City’s 
pension override tax would 
need to increase, albeit below 
the maximum rate, in order to 
pay for these rising UAL 
payments. 

 
Retiree Health Benefits. 
The City provides medical benefits to 
its eligible retirees, which are 
referred to as Other Post 
Employment Benefits (OPEB).  The 
level of benefits, depends on the hire 
date or date of retirement.   In 2015, 
the City reduced the retiree medical 
benefits for all new employees to the 
lowest legal amount – the PEMCHA 
minimum $139 per month.    
 

Classic 2nd Tier 3rd Tier PEPRA

Accrued Liability (AL)  $      64,257,324  $       60,125,139  $      3,870,628  $          261,557 

Market Value Assets (MVA) 42,163,737        38,732,600          3,193,152         237,985             

UAL = AL-MVA 22,093,587$      21,392,539$        677,476$          23,572$             

66% 64% 82% 91%

Accrued Liability (AL)  $      61,524,486  $       44,362,393  $    16,670,584  $         234,284  $          257,225 

Market Value Assets (MVA) 39,978,108        26,987,509          12,534,251       219,200            237,148             

UAL = AL - MVA 21,546,378$      17,374,884$        4,136,333$       15,084$            20,077$             

65% 61% 75% 94% 92%

COMBINED UAL 43,639,965$      2017 vs. 2018 4,680,459$       

Balance as of June 30, 2018 (Page 5)

Unfunded Accrued Liability (UAL) 2018
MISCELLANEOUS PLAN

SAFETY PLAN

Key Dates
Management &  PCA & 

PEA
Key Dates

Police (POA) & Police 

Management (PMU)

Hired 6/30/2005 Hired 6/30/2008

Retired 6/30/2015

Hired 6/30/2005 Hired 7/1/2008

Retired 6/30/2015 Retired 6/30/2015

Tier 3 Hired 7/1/2015 PEMCHA Minimum Tier 3 Hired 7/1/2015 PEMCHA Minimum

Tier 2 requires 10-years of service and retirement Tier 2 requires 10-years of service and retirement 

Lifetime Medical 

100% Employee & 

Dependents

Lifetime Medical 

100% Employee & 

Dependents

Lifetime Medical 

100% Employee & 

Dependents

Tier 1

Tier 2

Tier 1

Tier 2

Lifetime Medical 

100% Employee & 

Dependents

$2.7

$3.1

$3.7

$4.1
$4.4

$4.6

$4.9
$5.0

$4.9

$2.6

$1.6
$1.4

$0

$1,000,000

$2,000,000

$3,000,000

$4,000,000

$5,000,000

2
0

2
0

2
0

2
1

2
0

2
2

2
0

2
3

2
0

2
4

2
0

2
5

2
0

2
6

2
0

2
7

2
0

2
8

2
0

2
9

2
0

3
0

2
0

3
1

2
0

3
2

2
0

3
3

2
0

3
4

2
0

3
5

2
0

3
6

2
0

3
7

2
0

3
8

2
0

3
9

2
0

4
0

2
0

4
1

2
0

4
2

2
0

4
3

2
0

4
4

2
0

4
5

2
0

4
6

2
0

4
7

Aggregate UAL Amortization Schedules 

Safety

Safety 2nd
Tier
Misc.

2017

-
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Unfunded OPEB Liability. 
Although the City reduced the retiree medical premiums for new hires, it still has accrued a 
significant liability equal $42.7 million for its legacy employees (hire prior to 2015).    The City has 
not set aside any funds or established an OPEB 115 Trust to pre-fund its unfunded OPEB liability.   
 
The City is currently paying the annual medical premiums for its eligible retirees on a cash or 
“pay-go” basis, which is equal to approximately $1.1 million per year.  However, these costs are 
projected to steadily increase over the next 10 to 12 years from $1 million to $3 million.  
Collectively, the city’s unfunded retirement costs total $86.4 million.     
 
Pension Model. 
Part of UFI’s scope of service was to develop a customized pension model that enables the City 
to gain an in-depth understanding of the driving factors affecting the City’s UAL and run scenario 
analyses to determine the financial impact of different funding solutions. The pension model 
enables the City to “target” or select specific amortization bases to determine maximum savings 
or optimize resources. This was completed and serves as the basis for the recommendations 
provided in this report. 
 
Evaluation of Funding Solutions. 
UFI took into consideration the City’s financial position in developing potential financial solutions 
and policy recommendations.  The City’s major financial documents, including the CAFR, budget, 
CIP, MOUs, and the Pension Override Tax were all take into account to determine the full extent 
of the City’s long-term financial obligations.  The following expenses were taken into account:      
 

 UAL + Normal Costs  

 OPEB Pay-Go costs 

 Capital Improvement Plan (CIP)  

 Projected Salary and Rate Increases 
 

The Ad Hoc Committee requested that the consultant evaluate and present all available options.  
UFI presented seven solutions for addressing unfunded pension/OPEB liabilities. These solutions 
encompass  budgeting /use of available resources or a financing mechanisms: 
 

Budgeting / Use of Available Resources 
 

1. Allocate costs among all responsible funds (i.e. Water & Sewer Fund) 
2. Use reserves and one-time funds 
3. Establish and fund an OPEB 115 Trust 
4. Implement/increase employee cost sharing through labor negotiations 
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Financing Mechanisms 
 

5. Leveraged Refunding  
6. Tax-Exempt Exchange 
7. Issue Pension Obligation Bonds (POBs) 

 
Cost Allocation. 
The City has allocated its Pension and 
OPEB costs:  80% to General Fund, 16% 
to Enterprise Funds (Water & Sewer 
Funds), and 3-4% to Internal Service 
Funds (Facilities and Equipment 
Maintenance Funds). This cost 
allocation serves as the first step in the 
process and ensures all funds 
supporting personnel costs pay their 
commensurate share of pension and 
OPEB costs each year.   
 
Pension Override Tax. 
The City has a voter-approved pension override tax, approved in 1946, that is collected on the 
annual property tax bill.  The current tax rate is equal to 0.212129%, which generates 
approximately $4.4 million per year to pay for the City’s pensions costs.   
 
Current court precedents have established that the City’s Pension Tax Override should not be 
used to pay for enhanced benefits granted to employees after 1978.  As a result, the City has 
obtained an actuarial study from Bartel & Associates, which has determined that the pension 
override tax can be used to pay for 87% of its UAL but only 80% of the City’s Annual Normal Costs.   
  
The Water and Sewer Funds (Enterprise Funds) are currently allocated 16% of the annual pension 
costs/UAL and the Facilities and Equipment Maintenance Funds (Internal Service Funds) are 
currently allocated approximately 3% of the annual pension costs.  Additionally, certain City 
employee groups, including the Police Officers’ Association, implemented cost sharing in 2019 
and will be contributing 4% of their salary toward pension costs by 2022.  
 
As a result of cost allocation to the Enterprise and Internal Service funds and recently 
implemented employee cost sharing, the City is in compliance with the limitations for use of the 
Pension Tax Override. 
 
Pension Obligation Bonds (POBs). 
Pension Obligation Bonds are a financing mechanism that may significantly reduce future liability.  
The City is currently paying more than 7% interest to CalPERS on the outstanding unfunded 

General Fund Water & Sewer TOTAL

84% 16%

Net Pension 33,750,105$    6,629,699$      40,379,804$    

Total OPEB 37,164,246      7,033,750         44,197,996       

TOTAL 70,914,351$    13,663,449$    84,577,800$    

ALLOCATION AMONG MAJOR FUNDS - CAFR
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liability balance. The City can save a significant amount of money over the long-term by 
refinancing at the current rates (approximately 3.5%).  Additional information on POB savings is 
included in the Budget Impact section of this report. 
 
In California, POBs do not require voter approval due to a judicially created exception to the State 
Constitutional debt limitation.  However, in order to obtain authorization to issue POBs, each 
agency is required to file a validation action with its respective County Superior Court.   
 
The judicial proceedings are largely an administrative matter that is usually filed and managed by 
a specialized legal bond counsel firm.  Fees typically range between $25,000 to $35,000, plus 
court filing fees (additional $3,000 to $5,000).   
 
Before the validation action is filed, the City Council must first adopt a resolution: 1) authorizing 
the City to issue Pension Obligation Bonds (POBs) to refund its CalPERS Unfunded Accrued 
Liability (UAL); and 2) authorizing judicial validation proceedings related the issuance of such 
POBs.  The authorizing resolution must also establish a not-to-exceed par value and maximum 
interest rate. 
 
As part of its approval, the City Council will approve two key legal documents, in substantially 
final form:  Trust Indenture and Bond Purchase Agreement.  The Preliminary Official Statement 
(POS) will be drafted and approved by the City Council, after the validation is approved. 
 
Timeline - The validation proceedings require a 7-step sequential process, which can take 
approximately 90 days or more.  The process and estimated timeline are outlined below: 
 

 Action Timeline 
1 City Council passes a resolution authorizing the sale of POBs  
2 File Validation Action with County Superior Court Next Day 
3 Receive Order for Publication of Summons from the Court 1-2 weeks 
4 Publish notice in local publication of general circulation 21 days 
5 Waiting period to file petition- minimum 10 days 2-3 weeks 
6 Clerk enters and schedules hearing for default judgement 2 weeks 
7 Hearing for Default Judgement  
8 30-day Appeal Period  

 
Bonds can be sold after the 30-day Appeal Period has ended. Staff must return to the City Council 
to approve the POS and issuance of POBs.   
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Ad Hoc Committee Recommendations. 
Despite the projected increases over the next few years, as a result of prudent financial planning, 
the City is in a good position to take steps now to stabilize the Pension Override Tax rate for 
property owners and mitigate future retiree healthcare costs. 
 
After multiple meetings with UFI, the Ad Hoc Committee has developed the following 
recommendations:  
 

1) Establish a Pension and OPEB Funding Policy; 
 

2) Commence Validation proceedings to provide the City legal authority to Issue Pension 
Obligation Bonds (POBs) to refinance a portion of the City’s unfunded liability; 
 

3) Use a portion of Retirement Tax Fund balance to pay down a portion of the City’s CalPERS 
UAL; and 
 

4) Continue to negotiate employee cost sharing of pension costs. 
 
 
BUDGET IMPACT: 

The cost of pension and other post-employment benefits, such as retiree healthcare, are the two 
of the most significant stressors on the long-term fiscal health of most government agencies.  San 
Fernando has a voter-approved special tax that can only be used to fund CalPERS costs.  
 
Pension Fund Reserves - Using a portion of the reserve balance in the Pension Fund to pre-pay 
the UAL will help the City realize more than 200% savings:  a $2 million pre-payment would save 
the City $4.2 million in total UAL payments.  
 
POBs - Since CalPERS requires annual fixed dollar UAL payments and the UAL is now included as 
a direct liability on the City’s Balance Sheet, POBs should be viewed as “refinancing” the CalPERS 
liability at a lower rate.  The current market rate for POBs is approximately 3.50%.  The City could 
realize significant cash flows savings ($15 to $20 million) over the next 20 years by issuance POBs.   
 
POBs are the most compelling option because they do not require the City to allocate its limited 
resources (i.e., reserves or annual revenues) to reduce its UAL payments.  Like refinancing a 
home, POBs annual UAL payments more affordable by cutting the interest rate in half:  3.5% vs. 
7%.  Moreover, since the pension costs are paid directly by pension override tax, POBs result in 
direct savings to property owners in the City.   
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Retiree healthcare is currently funded on a “pay-as-you-go” basis from the General Fund and 
Enterprise Funds.  There is $950,000 appropriated in the FY 2019-2020 General Fund budget to 
pay retiree healthcare costs. 
 
 
CONCLUSION: 

Despite the rising costs of pensions and retiree healthcare, San Fernando is well positioned to 
take steps to stabilize long-term costs.   
 
 
ATTACHMENT: 

A. UFI Pension and OPEB Presentation 
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1

Addressing Pension & Retiree Medical 
(OPEB) Liability Issues

Primer:  Understanding 
Your Retirement Costs

2

Annual Pension/OPEB Payments 

Unfunded benefits earned 
in prior years by 
employees + retirees

Fixed 
$ Amount 

+

Benefits earned this 
year by employees

$2.1 Million  $2.8 Million 

Unfunded 
Accrued Liability

(UAL) 

Normal 
Costs

Past Due 
Payment 

Current 
Payment 

+ OPEB

Net OPEB Liability +  
Unfunded Liability

$1.1 million 

Cash 
“Pay‐Go” 

Increasing 
$ Amount 

ATTACHMENT "A"
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2

Unfunded Liability (UAL)

$114 
Million
Market 
Value of 
Assets

June 30, 2017

Accrued Liability (AL)  $     42,765,541 

Market Value Assets (MVA) ‐                    

UAL = AL ‐ MVA 42,765,541$     

0%

Pay‐Go Costs (2019) 1,170,015$            

Source:  Bartel & Associates June 30, 2018

Other Post Employment Benefits 

Tier 1 (retire prior to 12/31/2012):
Lifetime medical employee & dependents

Tier 2 (retire after to 1/1/2013):       
Lifetime medical employee & dependents 
– 10 years service

Tier 3 (hired after 7/1/2015):
PEMCHA minimum $136 per month

Accrued Liability (AL)  $      64,257,324 

Market Value Assets (MVA) 42,163,737        

UAL = AL‐MVA 22,093,587$      

66%

Accrued Liability (AL)  $      61,524,486 

Market Value Assets (MVA) 39,978,108        

UAL = AL ‐ MVA 21,546,378$      

65%

COMBINED UAL 43,639,965$      

Balance as of June 30, 2018 (Page 5)

2017 vs. 2018 4,680,459$        

Unfunded Accrued Liability (UAL) 2018
MISCELLANEOUS PLAN

SAFETY PLAN

Unfunded Liability (UAL)
Total Liability (Misc. Plan): $64 Million

$22 Million
UAL
66%$42 Million

Market 
Value of 
Assets

June 30, 2018

Year Reason Term
Balance  

6/30/2020

1 2013 Share of Pre‐2013 Pool 16 5,174,581      

2 2013 13.2% (Book Value vs. MVA) 25 (366,324)     

3 2013 Asset (gain)/loss 25 5,020,079      

4 2014 Non‐Asset (gain)/loss 26 5,045              

5 2014 CalPERS (Gain):  18.40% vs.7.50% 26 (4,049,286)  

6 2012 SIDE FUND 15 5,751,190      

7 2014 Life Exp. + 2.0 / 2.5 years 16 2,840,905   

8 2015 Non‐Asset (gain)/loss 27 (225,107)        

9 2015 CalPERS Loss:  2.40% vs. 7.50% 27 2,414,606   

10 2016 Non‐Asset (gain)/loss 28 (401,674)        

11 2016 Asset (gain)/loss 28 2,845,270      

12 2016 Discount Rate 7.50% ‐ 7.375% 18 981,319      

13 2017 Non‐Asset (gain)/loss 29 (80,780)          

14 2017 CalPERS 8.60% (7.0%) 29 (1,366,133)    

15 2017 Discount Rate 7.375% ‐ 7.25% 19 1,011,939   

16 2018 Non‐Asset (gain)/loss 30 228,684          

17 2018 CalPERS 8.60% (7.0%) 30 (403,200)        

18 2018 Method Change 20 445,121          

19 2018 Discount Rate 7.25% ‐ 7.00% 20 1,566,304   

FY 202Misscelaneous 1st Tier 21,392,539$ 

Miscellaneous 2nd Tier 677,476          

Miscellaneous PEPRA 23,572            

TOTAL MISCELLANEOUS UAL 22,093,587$ 

MISCELLANEOUS

Unfunded Liability (UAL)

Total Liability (Safety): $61.5 Million

$21.5
Million
UAL
65%

$40 Million
Market 
Value of 
Assets

June 30, 2018

Year Term
Balance  

6/30/2020

1 2013 Share of Pre‐2013 Pool 17 4,871,115      

2 2013 Non‐Asset (gain)/loss 25 (64,139)          

3 2013 13.2% (Book Value vs. MVA) 25 5,309,634   

4 2014 Non‐Asset (gain)/loss 26 47,710            

5 2014 CalPERS (Gain):  18.40% vs.7.50% 26 (3,564,378)  

6 2012 SIDE FUND 15 2,324,686$    

7 2014 Life Exp. + 2.0 / 2.5 years 16 2,521,749   

8 2015 Non‐Asset (gain)/loss 27 (8,180)             

9 2015 CalPERS Loss:  2.40% vs. 7.50% 27 2,033,472   

10 2016 Non‐Asset (gain)/loss 28 (419,931)        

11 2016 Asset (gain)/loss 28 2,286,016      

12 2016 Discount Rate 7.50% ‐ 7.375% 18 767,351      

13 2017 Non‐Asset (gain)/loss 29 29,393            

14 2017 CalPERS 8.60% (7.0%) 29 (1,013,174)    

15 2017 Discount Rate 7.375% ‐ 7.25% 19 874,468      

16 2018 Non‐Asset (gain)/loss 30 155,893          

17 2018 CalPERS 8.60% (7.0%) 30 (280,324)        

18 2018 Discount Rate 7.25% ‐ 7.00% 20 1,217,303   

19 2018 Method Change 20 286,219          

FY 2020‐21 17,374,883$ 

4,136,333      

15,084            

20,077            

TOTAL SAFETY UAL 21,546,377$ 

SAFETY 
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UAL History  ‐Miscellaneous Plan

$40 Million
Market 
Value of 
Assets

June 30, 2018

Year Reason Term
Balance  

6/30/2018

1 2013 Share of Pre‐2013 Pool 16 5,174,581       

2 2013 Non‐Asset (gain)/loss 25 (366,324)          2013

3 2013 13.2% (Book Value vs. MVA) 25 5,020,079       15,579,526$ 

4 2014 Non‐Asset (gain)/loss 26 5,045                

5 2014 CalPERS (Gain):  18.40% vs.7.50% 26 (4,049,286)     

6 2012 SIDE FUND 15 5,751,190        2014

7 2014 Life Exp. + 2.0 / 2.5 years 16 2,840,905        14,376,190$ 

8 2015 Non‐Asset (gain)/loss 27 (225,107)          2015

9 2015 CalPERS Loss:  2.40% vs. 7.50% 27 2,414,606       16,565,689$ 

10 2016 Non‐Asset (gain)/loss 28 (401,674)         

11 2016 CalPERS Loss 0.6% vs. 7.375% 28 2,845,270       2016

12 2016 Discount Rate 7.50% ‐ 7.375% 18 981,319            19,990,604$ 

13 2017 Non‐Asset (gain)/loss 29 (80,780)            

14 2017 CalPERS Gain 11.2% vs. 7.25% 29 (1,366,133)      2017

15 2017 Discount Rate 7.375% ‐ 7.25% 19 1,011,939        19,555,630$ 

16 2018 Non‐Asset (gain)/loss 30 228,684           

17 2018 CalPERS Gain 8.60% vs. 7.0% 30 (403,200)        

18 2018 Method Change 20 445,121            2018

19 2018 Discount Rate 7.25% ‐ 7.00% 20 1,566,304        21,392,539$ 

FY 202Misscelaneous 1st Tier 21,392,539$  

UAL BALANCE

MISCELLANEOUS PLAN ‐ CITY OF SAN FERNANDO

UAL History  ‐ Safety Plan

$40 Million
Market 
Value of 
Assets

June 30, 2018

Year Reason Term
Balance  

6/30/2018

1 2013 Share of Pre‐2013 Pool 17 4,871,115$    

2 2013 Non‐Asset (gain)/loss 25 (64,139)             2013

3 2013 13.2% (Book Value vs. MVA) 25 5,309,634       12,441,296$ 

4 2014 Non‐Asset (gain)/loss 26 47,710             

5 2014 CalPERS (Gain):  18.40% vs.7.50% 26 (3,564,378)     

6 2012 SIDE FUND 15 2,324,686        2014

7 2014 Life Exp. + 2.0 / 2.5 years 16 2,521,749        11,446,377$ 

8 2015 Non‐Asset (gain)/loss 27 (8,180)               2015

9 2015 CalPERS Loss:  2.40% vs. 7.50% 27 2,033,472       13,471,669$ 

10 2016 Non‐Asset (gain)/loss 28 (419,931)         

11 2016 CalPERS Loss 0.6% vs. 7.375% 28 2,286,016       2016

12 2016 Discount Rate 7.50% ‐ 7.375% 18 767,351            16,105,105$ 

13 2017 Non‐Asset (gain)/loss 29 29,393             

14 2017 CalPERS Gain 11.2% vs. 7.25% 29 (1,013,174)      2017

15 2017 Discount Rate 7.375% ‐ 7.25% 19 874,468            15,995,792$ 

16 2018 Non‐Asset (gain)/loss 30 155,893           

17 2018 CalPERS Gain 8.60% vs. 7.0% 30 (280,324)        

18 2018 Discount Rate 7.25% ‐ 7.00% 20 1,217,303        2018

19 2018 Method Change 20 286,219            17,374,883$ 

FY 2020‐21 17,374,883$  

MISCELLANEOUS PLAN ‐ CITY OF SAN FERNANDO

UAL BALANCE

UAL Payment Schedule

$40 Million
Market 
Value of 
Assets

June 30, 2018
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Aggregate UAL Amortization Schedules 

Safety

Safety 2nd
Tier
Misc.

2017

‐
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Other Post Employment 
Benefits (OPEB)

10

Summary of OPEB Benefits

11

Key Dates
Management &  PCA & 

PEA
Key Dates

Police (POA) & Police 

Management (PMU)

Hired 6/30/2005 Hired 6/30/2008

Retired 6/30/2015

Hired 6/30/2005 Hired 7/1/2008

Retired 6/30/2015 Retired 6/30/2015

Tier 3 Hired 7/1/2015 PEMCHA Minimum Tier 3 Hired 7/1/2015 PEMCHA Minimum

Lifetime Medical 

100% Employee & 

Dependents

Lifetime Medical 

100% Employee & 

Dependents

Lifetime Medical 

100% Employee & 

Dependents

Tier 1

Tier 2

Tier 1

Tier 2

Lifetime Medical 

100% Employee & 

Dependents

780$            Employee

1,350$        Dependent

1,820$        Family

Monthly Medical Premium Limits
Accrued Liability (AL)  $     42,765,541 

Market Value Assets (MVA) ‐                    

UAL = AL ‐ MVA 42,765,541$     

0%

Source:  Bartel & Associates June 30, 2018

Other Post Employment Benefits 

2017 GASB 45
Net OPEB Liability = $15.4 millionAnnual Required Contribution = $3.0 million

Medical Inflation

12

$546 

$674 

$794  $766  $797 
$856 

$934 
$1,009 

$1,074 
$1,128 

$1,211 

$1,306 

$1,409 
$1,355 

$1,414 

$1,492 

$1,671 

$0

$200

$400

$600

$800

$1,000

$1,200

$1,400

$1,600

$1,800

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

OPEB MEDICAL INFLATION
2002 Kaiser Family Rate ‐ adjusted by CPI vs Historical Kaiser Family Rate 

Kaiser Family Rate (2002) ‐ Adjusted by CPI Kaiser Family Rate

$768

Kaiser Rates has outpaced CPI (inflation) by 
218% over past 17 years 
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Cost of Lifetime Medical

13

$0

$5,000

$10,000

$15,000

$20,000

$25,000

$30,000

20
19

20
20

20
21

20
22

20
23

20
24

20
25

20
26

20
27

20
28

20
29

20
30

20
31

20
32

20
33

20
34

20
35

20
36

20
37

20
38

20
39

20
40

20
41

20
42

20
43

20
44

20
45

20
46

20
47

20
48

20
49

20
50

20
51

20
52

20
53

20
54

20
55

OPEB ‐ LIFETIME MEDICAL COSTS
CalPERS Anthem Select HMO 2018

Spouse Employee (50)

Lifetime Medical Premiums NPV @ 5.0%
Employee =  $324,000 $155,000
Spouse=       $417,000 $167,000
Combined = $741,000 $322,000

OPEB Pay‐Go Cost Projections
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Projected OPEB Pay‐Go Medical Premiums

$42.8 million Unfunded Liability

Pension Tax Analysis

15
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Current Pension Tax Rate = .22734%

16
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PENSION TAX ANALYSIS

Normal Costs (Employer Share) EPMC Safety UAL Safety 2nd Tier Misc. UAL Pension Tax

FY 19‐20 AV = $2,045,544,796
A.V. Growth = 2.0%
Pension Tax = .22734%
80.5% Normal / 87.4% UAL
Salary Growth:
4.0% Misc. / 5.0% Safety
2.0% Thereafter
Employee Share (EMPC)
1.0% Misc. / 2.0% Safety
3.0% 4.0%  Thereafter

Required Pension Tax Rate = .24375%
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PENSION TAX ANALYSIS

Normal Costs (Employer Share) EPMC Safety UAL Safety 2nd Tier Misc. UAL Pension Tax

A.V. Growth = 3.0%
Required Pension Tax 
= 0.24375% (2025)
Max Rate = 0.2842%

POBs & Cost Sharing Keeps Tax Low
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PENSION TAX ANALYSIS

Normal Costs (Employer Share) EPMC POBs (87.4% Share) Pension Tax

A.V. Growth = 3.0%
Required Pension Tax 
= 0.24375% (2025)
Max Rate = 0.2842%
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Comprehensive 
Management Strategy

19

Process Taken 

March 2019 UFI hired to help study 
pension funding solutions

o 7 meetings w/ Ad Hoc & City Staff 

o Developed Pension Model

o Considered & evaluated multiple 
solutions

o Different structures/options

o Long‐term financial projections

o Recession Scenarios

o Drafted 2 10‐page memos

o Developed recommendations

20

5 key Take‐Aways

1. Pension/OPEB dynamic       
& ever‐changing   

2. Must Develop 
Comprehensive 
Management Plan

3. Adopt Pension Funding 
Policy

4. Pension UAL are expected 
to continue to rise

5. Will require constant 
monitoring 

Pension Funding Policy 

Formal written policies:   

 Financial metrics/targets:   
• Level of reserve and funding targets
• Use of excess monies & reserves

 Allocation of Additional Resources 
(Targeting Strategies)

 Potential Funding Solutions 
• Funding objectives
• Minimum Savings Levels
• Structuring guidelines

21

We believe that rating 
agencies will require 
agencies to formally 
adopt written policies 
to address unfunded 
pension/OPEB 
liabilities in the future.

POB Guidelines
• Target % Funded
•Maturity  
• Structure
•Minimum Savings
•Coupon Differential
•Call Features
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Pension/ OPEB Funding 
Solutions

22

Comprehensive Management Plan

23

Pension Funding Strategy:

1. Enterprise Fund Allocation

2. Pension Tax Surplus

3. Pre‐Fund OPEB Trust 

4. Tax‐Exempt Exchange

5. Pension Obligation Bonds (POBs)

6. Employee Cost Sharing*

1. Enterprise Fund Allocation 

24

4% paid by 
employees & 
other funds

OPEB 
$42.7 million

Pension UAL
$43.6 million

Normal Costs
$2.1 million

General Fund
$36.6 million

Water & 
Sewer
$7 

million

General Fund
$1.75 million

Water & 
Sewer

$350,000

General Fund Water & Sewer

84% 16%

General Fund
$35.8 million

Water & 
Sewer
$6.8 

million

Pension Tax
80.4%

Pension Tax
87.4%

NO Pension 
Tax

84% 
General 
Fund
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25

Year Reason
Ramp 

Up
Term

Balance  

6/30/2020

Payment 

FY 20‐21
Year Reason

Ramp 

Up
Term

Balance  

6/30/2020

Payment 

FY 20‐21

1 2013 Share of Pre‐2013 Pool NO 16 5,024,057             432,601            1 2013 Share of Pre‐2013 Pool NO 17 4,759,304        392,713            

6 2012 SIDE FUND NO 15 5,544,253             500,057            6 2012 SIDE FUND NO 15 2,241,040$     202,128$         

7 2014 Assumption Change 100% 16 2,858,145             271,779            7 2014 Assumption Change 100% 16 2,537,053        241,246            

12 2016 Assumption Change 60% 18 1,063,657             57,911              12 2016 Assumption Change 60% 18 831,736           45,284              

15 2017 Assumption Change 40% 19 1,163,319             42,421              15 2017 Assumption Change 40% 19 989,504           36,083              

18 2018 Method Change 20% 20 512,677                 9,559                 18 2018 Assumption Change 20% 20 1,406,118        26,217              

19 2018 Assumption Change 20% 20 1,839,479             34,296              POB 20 & Under  12,764,755$   943,671$         

POB 20 & Under  18,005,587$         1,348,624$      30,770,342$  

REMAINING BASES REMAINING BASES

11 2016 Asset (gain)/loss 60% 28 3,129,904             123,001            9 2015 Asset (gain)/loss 80% 27 2,179,912        114,018            

13 2017 Non‐Asset (gain)/loss 40% 29 (91,243)                  (2,425)               11 2016 Asset (gain)/loss 60% 28 2,514,714        98,825              

16 2018 Non‐Asset (gain)/loss 20% 30 261,821                 3,576                 4,694,626$     212,843$         

3,300,482$           124,152$         

MERGED BASES

3 2013 Asset (gain)/loss 100% 25 5,393,401        365,872            

4 2014 Non‐Asset (gain)/loss 100% 26 49,823              3,295                

3 2013 Asset (gain)/loss 100% 25 5,099,278             345,920            13 2017 Non‐Asset (gain)/loss 40% 29 33,201              883                    

4 2014 Non‐Asset (gain)/loss 100% 26 5,268                      348                    16 2018 Non‐Asset (gain)/loss 20% 30 178,482           2,438                

9 2015 Asset (gain)/loss 80% 27 2,588,494             135,389            19 2018 Method Change 20% 20 327,979           6,115                

7,693,040$           481,657$          5,982,886$     378,602$         

2 2013 Non‐Asset (gain)/loss 100% 25 (372,103)               (25,242)             2 2013 Non‐Asset (gain)/loss 100% 25 (65,152)            (4,420)               

5 2014 Asset (gain)/loss 100% 26 (4,228,630)            (279,626)          5 2014 Asset (gain)/loss 100% 26 (3,722,245)      (246,140)          

8 2015 Non‐Asset (gain)/loss 80% 27 (241,318)               (12,622)             8 2015 Non‐Asset (gain)/loss 80% 27 (8,769)              (459)                  

10 2016 Non‐Asset (gain)/loss 60% 28 (441,858)               (17,364)             10 2016 Non‐Asset (gain)/loss 60% 28 (461,942)          (18,154)            

14 2017 Asset (gain)/loss 40% 29 (1,543,079)            (41,018)             14 2017 Asset (gain)/loss 40% 29 (1,144,402)      (30,420)            

17 2018 Asset (gain)/loss 20% 30 (461,624)               (6,305)               17 2018 Asset (gain)/loss 20% 30 (320,943)          (4,383)               

(7,288,612)$         (382,177)$        (5,723,453)$    (303,976)$        

NET IMPACT MERGED MASES 404,428$               99,480$            NET IMPACT MERGED MASES 259,433$         74,626$            

CITY OF SAN FERNANDO ‐ POBs 20 & Under CITY OF SAN FERNANDO ‐ SAFETY POBs 20 & Under

2. Pension Tax Surplus

26

LAIF earning 2.5% vs 
CalPERS (UAL) @ 7.0%

Pension Override Tax Fund
• Current Balance = $11.6 million
• 1‐year payments = $5.0 million
• Excess (pre‐pay) = $5.6 million
• Balance = $6.0 million

Pre‐Pay Bases:
• Misc. Bases  #16 =                $260,000
• Safety Base #9 & #11 =   $4.7 million
• Merged Bases =  $663,000

TOTAL = $5.6 million

Savings = $11.9 million

MISC. SAFETY TOTAL

1 2021 103,056        287,469           390,525          

2 2022 107,602        341,284           448,885          

3 2023 79,916          367,869           447,785          

4 2024 56,906          366,487           423,393          

5 2025 55,429          381,213           436,641          

6 2026 56,953          391,696           448,649          

7 2027 58,519          402,468           460,987          

8 2028 60,128          413,535           473,664          

9 2029 61,782          424,908           486,690          

10 2030 63,481          436,593           500,074          

11 2031 65,227          448,599           513,826          

12 2032 67,021          460,935           527,956          

13 2033 68,864          473,611           542,475          

14 2034 70,757          486,635           557,393          

15 2035 72,703          500,018           572,721          

16 2036 74,702          513,768           588,471          

17 2037 76,757          518,459           595,215          

18 2038 78,868          523,018           601,886          

19 2039 81,036          527,436           608,473          

20 2040 83,265          531,702           614,967          

21 2041 85,555          535,803           621,358          

22 2042 (25,468)        422,747           397,280          

23 2043 (41,207)        391,286           350,079          

24 2044 (115,074)      304,791           189,718          

25 2045 (181,872)      161,678           (20,194)           

26 2046 ‐                 39,562             39,562            

27 2047 ‐                 60,902             60,902            

1,164,906$  10,714,473$   11,879,379$  

3. Pre‐Fund OPEB Trust
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Projected OPEB Pay‐Go Medical Premiums @ 5.0%
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3. Break Even $1 Million
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Projected OPEB Pay‐Go Medical Premiums @ 5.0%

4.  Tax‐Exempt Exchange

Tax‐Exempt Bonds

1. Identify “Pay‐Go” 
Capital Project(s) 

2. Issue 15‐Year Tax‐
Exempt Bonds to 
finance Project

Budget Exchange

3. Reallocate Capital 
Project Budget to UAL

4. Pre‐Pay UAL Bases 
with similar term 
(15+ years)

 UAL payments pay bond debt service 

 7.0% UAL paid at ~2.0% tax‐exempt rates

Water & Sewer UAL = $7 million ($3.1 Capital Projects)

Miscellaneous Base #11 = $3.1 million (28 years)

4.  Tax‐Exempt Exchange
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TAX‐EXEMPT EXCHANGE 

 UAL Payments  Misc. #11  Debt Service

$3.2 million Private Placement 15‐year Loan 
MIsc. Base #11 = $3.1 million 28 years
$250,000 Annual Payment
$3.3 Million Cash Flow Savings
$2.2 million NPV Savings 24%
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5. Pension Obligation Bonds (POBs)
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18‐Year 100% UAL POB 

Pension Tax POB Water & Sewer POBs CalPERS UAL Payments

$44.3 Million POB (100% of UAL)
$19.3 Million Interest Cost Savings
$12.1 Million NPV Savings  = 27.4%

POBs are complex instruments 
that carry considerable risk……

1.Increase debt burden/reduce 
capacity (flexibility)

2.“Make‐whole” call features 

3. Finance normal costs  or extend 
repayment period.

4. Part of a comprehensive plan 
to address pension shortfalls

5. Invested POB proceeds may fail 
to earn more than interest rate 
on the bonds

32

Key Terms of GFOA POB Advisory

Only issue plain‐vanilla Fixed 
Rate Bonds (no swaps)

1. POBs refinance existing debt 
GASB 68 on Balance Sheet.  

2. Standard 10‐year call

3. Repay UAL same or shorter 
amortization period

4. Pension Funding Policy with 
multiple solutions

5. Savings provide cushion.  
Hedging:  Floor or Dollar‐Cost‐
Averaging

Recession Scenario

33
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Recession Scenario
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UAL PAYMENTS RECESSION SCENARIOS

Misc. Safety 2nd Tier Safety Classic CalPERS 0.0% Discount Rate 7.0% to 6.50%

POBs – Impact of Recession
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POBs Under Recession 
Debt Service

Discount Rate 6.50%

CalPERS 0.0%

Amortization Payments

Recession UAL

Recommendations & Next Steps

36

1. Develop Pension Funding Policies

2. Commence Validation Proceedings for POBs

• Judicial Administrative Procedure – 90 to 120 days

• Refinancing CalPERS liability – no voter approval required

3. Assemble Financing Team

• Select Bond Counsel & Underwriter(s) via RFP

4. Establish OPEB 115 Trust
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APPENDIX

37

Pension Modeling

38

Schedule of Amortization Bases

39

Year Reason
Ramp 

Up
Term

Balance  

6/30/2020

Payment 

FY 20‐21
Year Reason

Ramp 

Up
Term

Balance  

6/30/2020

Payment 

FY 20‐21

1 2013 Share of Pre‐2013 Pool NO 16 5,024,057             432,601            1 2013 Share of Pre‐2013 Pool NO 17 4,759,304        392,713         

2 2013 Non‐Asset (gain)/loss 100% 25 (372,103)               (25,242)             2 2013 Non‐Asset (gain)/loss 100% 25 (65,152)            (4,420)            

3 2013 Asset (gain)/loss 100% 25 5,099,278             345,920            3 2013 Asset (gain)/loss 100% 25 5,393,401        365,872         

4 2014 Non‐Asset (gain)/loss 100% 26 5,268                     348                    4 2014 Non‐Asset (gain)/loss 100% 26 49,823              3,295              

5 2014 Asset (gain)/loss 100% 26 (4,228,630)           (279,626)          5 2014 Asset (gain)/loss 100% 26 (3,722,245)      (246,140)       

6 2012 SIDE FUND NO 15 5,544,253             500,057            6 2012 SIDE FUND NO 15 2,241,040$     202,128$       

7 2014 Assumption Change 100% 16 2,858,145             271,779            7 2014 Assumption Change 100% 16 2,537,053        241,246         

8 2015 Non‐Asset (gain)/loss 80% 27 (241,318)               (12,622)             8 2015 Non‐Asset (gain)/loss 80% 27 (8,769)              (459)                

9 2015 Asset (gain)/loss 80% 27 2,588,494             135,389            9 2015 Asset (gain)/loss 80% 27 2,179,912        114,018         

10 2016 Non‐Asset (gain)/loss 60% 28 (441,858)               (17,364)             10 2016 Non‐Asset (gain)/loss 60% 28 (461,942)          (18,154)          

11 2016 Asset (gain)/loss 60% 28 3,129,904             123,001            11 2016 Asset (gain)/loss 60% 28 2,514,714        98,825           

12 2016 Assumption Change 60% 18 1,063,657             57,911              12 2016 Assumption Change 60% 18 831,736           45,284           

13 2017 Non‐Asset (gain)/loss 40% 29 (91,243)                 (2,425)               13 2017 Non‐Asset (gain)/loss 40% 29 33,201              883                 

14 2017 Asset (gain)/loss 40% 29 (1,543,079)           (41,018)             14 2017 Asset (gain)/loss 40% 29 (1,144,402)      (30,420)          

15 2017 Assumption Change 40% 19 1,163,319             42,421              15 2017 Assumption Change 40% 19 989,504           36,083           

16 2018 Non‐Asset (gain)/loss 20% 30 261,821                3,576                 16 2018 Non‐Asset (gain)/loss 20% 30 178,482           2,438              

17 2018 Asset (gain)/loss 20% 30 (461,624)               (6,305)               17 2018 Asset (gain)/loss 20% 30 (320,943)          (4,383)            

18 2018 Method Change 20% 20 512,677                9,559                 18 2018 Assumption Change 20% 20 1,406,118        26,217           

19 2018 Assumption Change 20% 20 1,839,479             34,296              19 2018 Method Change 20% 20 327,979           6,115              

FY 2020Misscelaneous 1st Tier 21,710,497$        1,572,256$      FY 2020‐Safety 1st Tier 17,718,814$   1,231,140$   

Miscellaneous 2nd Tier 747,563                42,619              Safety 2nd Tier 4,363,682        276,467         

Miscellaneous PEPRA 40,086                   4,943                 Safety 3rd Tier 20,971              2,489              

TOTAL 22,498,146$        1,619,818$      Safety PEPRA 34,755              2,917              

COMBINED 44,636,368$        3,132,831$      TOTAL 22,138,222$   1,513,013$   

CITY OF SAN FERNANDO ‐ MISC. "CLASSIC" CITY OF SAN FERNANDO ‐ SAFETY "CLASSIC"
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Amortization Schedules
Amortization Schedules for Miscellaneous 15 Bases

40

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
UAL 5,671,521$             5,119,932$      5,108,372$         (372,767)$            (4,175,691)$             5,203$            2,885,013$             2,522,189$      (235,137)$            3,010,651$       (425,023)$          1,033,287$             (1,465,177)$       (86,636)$              1,109,996$        

Years 16 17 26 26 27 27 17 28 28 29 29 19 30 20 30

Final Year 2035 2036 2045 2045 2046 2046 2036 2047 2047 2048 2048 2038 2049 2039 2049 PAYMENTS

2020 492,561                   426,296            341,834               (24,944)                (221,128)                   276                  214,057                   100,419            (9,362)                   81,141                (11,455)              38,050                     (20,308)               (1,201)                   20,919                 1,427,155             

2021 506,722                   438,552            351,662               (25,661)                (284,357)                   354                  275,264                   137,741            (12,842)                125,211             (17,676)              58,716                     (41,784)               (2,471)                   43,041                 1,552,472             

2022 521,290                   451,160            361,772               (26,399)                (292,532)                   365                  283,178                   177,127            (16,513)                171,747             (24,246)              80,539                     (64,477)               (3,813)                   66,417                 1,685,614             

2023 536,277                   464,131            372,173               (27,158)                (300,942)                   375                  291,319                   182,219            (16,988)                220,856             (31,179)              103,568                   (88,442)               (5,230)                   91,103                 1,792,082             

2024 551,695                   477,475            382,873               (27,939)                (309,594)                   386                  299,695                   187,458            (17,477)                227,206             (32,076)              106,545                   (113,730)             (6,726)                   117,152               1,842,944             

2025 567,557                   491,202            393,881               (28,742)                (318,495)                   397                  308,311                   192,847            (17,979)                233,738             (32,998)              109,608                   (117,000)             (6,919)                   120,520               1,895,928             

2026 583,874                   505,324            405,205               (29,568)                (327,652)                   408                  317,175                   198,392            (18,496)                240,458             (33,946)              112,760                   (120,364)             (7,118)                   123,985               1,950,436             

2027 600,660                   519,853            416,854               (30,418)                (337,072)                   420                  326,293                   204,096            (19,028)                247,371             (34,922)              116,002                   (123,824)             (7,323)                   127,550               2,006,511             

2028 617,929                   534,798            428,839               (31,293)                (346,763)                   432                  335,674                   209,963            (19,575)                254,483             (35,926)              119,337                   (127,384)             (7,533)                   131,217               2,064,198             

2029 635,695                   550,174            441,168               (32,193)                (356,732)                   445                  345,325                   216,000            (20,138)                261,800             (36,959)              122,767                   (131,047)             (7,750)                   134,989               2,123,544             

2030 653,971                   565,991            453,851               (33,118)                (366,988)                   457                  355,253                   222,210            (20,716)                269,326             (38,022)              126,297                   (134,814)             (7,973)                   138,870               2,184,596             

2031 672,773                   582,264            466,900               (34,070)                (377,539)                   470                  365,467                   228,598            (21,312)                277,069             (39,115)              129,928                   (138,690)             (8,202)                   142,863               2,247,403             

2032 692,115                   599,004            480,323               (35,050)                (388,393)                   484                  375,974                   235,170            (21,925)                285,035             (40,240)              133,664                   (142,677)             (8,438)                   146,970               2,312,016             

2033 712,013                   616,225            494,132               (36,057)                (399,560)                   498                  309,426                   241,932            (22,555)                293,230             (41,396)              137,506                   (146,779)             (8,680)                   151,196               2,301,130             

2034 732,484                   633,941            508,339               (37,094)                (411,047)                   512                  238,742                   248,887            (23,204)                301,660             (42,587)              141,460                   (150,999)             (8,930)                   155,542               2,287,707             

2035 753,542                   652,167            522,953               (38,160)                (422,865)                   527                  163,737                   256,043            (23,871)                310,333             (43,811)              116,421                   (155,341)             (9,187)                   160,014               2,242,504             

2036 ‐                            670,917            537,988               (39,258)                (435,022)                   542                  84,222                     263,404            (24,557)                319,255             (45,071)              89,826                     (159,807)             (9,451)                   131,692               1,384,682             

2037 ‐                            ‐                     553,455               (40,386)                (447,529)                   558                  ‐                            270,977            (25,263)                328,434             (46,366)              61,606                     (164,401)             (9,723)                   101,608               582,970                 

2038 ‐                            ‐                     569,367               (41,547)                (460,395)                   574                  ‐                            278,767            (25,989)                337,876             (47,699)              31,689                     (169,128)             (10,002)                69,686                 533,198                 

2039 ‐                            ‐                     585,737               (42,742)                (473,632)                   590                  ‐                            286,782            (26,736)                347,590             (49,071)              ‐                            (173,990)             (10,290)                35,845                 480,083                 

2040 ‐                            ‐                     602,577               (43,971)                (487,249)                   607                  ‐                            295,027            (27,505)                357,583             (50,481)              ‐                            (178,992)             (10,585)                ‐                        457,010                 

2041 ‐                            ‐                     619,901               (45,235)                (501,257)                   625                  ‐                            303,509            (28,296)                367,864             (51,933)              ‐                            (184,138)             (10,890)                ‐                        470,149                 

2042 ‐                            ‐                     510,178               (37,228)                (515,668)                   643                  ‐                            312,235            (29,109)                378,440             (53,426)              ‐                            (189,432)             (11,203)                ‐                        365,429                 

2043 ‐                            ‐                     393,634               (28,724)                (424,395)                   529                  ‐                            321,212            (29,946)                389,320             (54,962)              ‐                            (194,878)             (11,525)                ‐                        360,264                 

2044 ‐                            ‐                     269,968               (19,700)                (327,447)                   408                  ‐                            264,357            (24,646)                400,513             (56,542)              ‐                            (200,481)             (11,856)                ‐                        294,573                 

2045 ‐                            ‐                     138,865               (10,133)                (224,574)                   280                  ‐                            203,968            (19,016)                329,622             (46,534)              ‐                            (206,245)             (12,197)                ‐                        154,035                 

2046 ‐                            ‐                     ‐                        ‐                         (115,515)                   144                  ‐                            139,888            (13,042)                254,324             (35,904)              ‐                            (169,740)             (10,038)                ‐                        50,117                   

2047 ‐                            ‐                     ‐                        ‐                         ‐                              ‐                   ‐                            71,955              (6,708)                   174,424             (24,624)              ‐                            (130,965)             (7,745)                   ‐                        16,874                   

2048 ‐                            ‐                     ‐                        ‐                         ‐                              ‐                   ‐                            ‐                     ‐                         89,719                (12,666)              ‐                            (89,820)               (5,312)                   ‐                        ‐                          

2049 ‐                            ‐                     ‐                        ‐                         ‐                              ‐                   ‐                            ‐                     ‐                         ‐                      ‐                       ‐                            (46,201)               (2,732)                   ‐                        ‐                          

TOTAL 9,831,160$        9,179,475$   11,604,428$   (846,788)$       (9,874,345)$        12,305$      4,889,112$        6,251,183$   (582,794)$       7,875,632$    (1,111,835)$   1,936,288$        (4,075,879)$   (241,044)$       2,211,181$     37,065,627$    

UAL Amortization Schedules
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Amortization Schedules
Amortization Schedules for Safety 15 Bases

42

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15

UAL 2,292,483$    4,833,943$    5,403,020$     (65,267)$           (3,675,646)$   49,199$            2,560,903$     2,124,073$     (8,544)$           2,418,900$     (444,341)$      807,988$           (1,086,629)$  31,524$          944,164$        16,185,770$   

Date Est. 6/30/2009 6/30/2013 6/30/2013 6/30/2014 6/30/2014 6/30/2014 6/30/2015 6/30/2015 6/30/2016 6/30/2016 6/30/2016 6/30/2017 6/30/2017 6/30/2017 6/30/2017

Years 16 18 26 26 27 27 17 28 28 29 19 30 30 20

Type no ramp no ramp 5 ‐year Ramp 5 ‐year Ramp 5 ‐year Ramp 5 ‐year Ramp 5 ‐year Ramp 5 ‐year Ramp 5 ‐year Ramp 5 ‐year Ramp 5 ‐year Ramp 5 ‐year Ramp 5 ‐year Ramp 5 ‐year Ramp 5 ‐year Ramp

Final Year 2035 2037 2045 2045 2046 2046 2036 2047 2047 2048 2038 2049 2049 2039 PAYMENTS BALANCE

1 2020 199,098          387,151          361,551           (4,367)                (194,647)         2,605                190,009           84,568             (340)                 65,193              (11,976)           29,753                (15,062)           437                  17,793            1,111,766        16,185,770      

2 2021 204,822          398,282          371,946           (4,493)                (250,304)         3,350                244,340           115,999           (466)                 100,601           (18,480)           45,913                (30,990)           899                  36,609            1,218,026        16,207,876      

3 2022 210,711          409,732          382,639           (4,622)                (257,500)         3,446                251,364           149,168           (600)                 137,991           (25,349)           62,977                (47,822)           1,387               56,492            1,330,016        16,121,540      

4 2023 216,769          421,512          393,640           (4,755)                (264,903)         3,545                258,591           153,456           (617)                 177,448           (32,597)           80,984                (65,595)           1,903               77,489            1,416,870        15,912,966      

5 2024 223,001          433,630          404,957           (4,891)                (272,519)         3,647                266,026           157,868           (635)                 182,549           (33,534)           83,312                (84,351)           2,447               99,646            1,461,153        15,599,324      

6 2025 229,412          446,097          416,600           (5,032)                (280,354)         3,752                273,674           162,407           (653)                 187,798           (34,499)           85,708                (86,776)           2,518               102,511          1,503,161        15,217,081      

7 2026 236,008          458,923          428,577           (5,177)                (288,414)         3,860                281,542           167,076           (672)                 193,197           (35,490)           88,172                (89,271)           2,590               105,458          1,546,377        14,763,622      

8 2027 242,793          472,117          440,898           (5,325)                (296,706)         3,971                289,636           171,879           (691)                 198,751           (36,511)           90,707                (91,838)           2,665               108,490          1,590,835        14,232,532      

9 2028 249,773          485,690          453,574           (5,479)                (305,237)         4,085                297,963           176,821           (711)                 204,465           (37,560)           93,315                (94,478)           2,741               111,609          1,636,572        13,616,897      

10 2029 256,954          499,654          466,614           (5,636)                (314,012)         4,202                306,530           181,905           (731)                 210,344           (38,640)           95,997                (97,194)           2,820               114,817          1,683,623        12,909,262      

11 2030 264,342          514,019          480,030           (5,798)                (323,040)         4,323                315,343           187,134           (752)                 216,391           (39,751)           98,757                (99,989)           2,901               118,118          1,732,028        12,101,597      

12 2031 271,941          528,797          493,830           (5,965)                (332,327)         4,448                324,409           192,514           (774)                 222,612           (40,894)           101,597             (102,863)        2,984               121,514          1,781,823        11,185,247      

13 2032 279,760          544,000          508,028           (6,136)                (341,882)         4,575                333,735           198,049           (796)                 229,012           (42,070)           104,517             (105,821)        3,070               125,008          1,833,051        10,150,893      

14 2033 287,803          559,640          522,634           (6,313)                (351,711)         4,707                274,664           203,743           (819)                 235,597           (43,279)           107,522             (108,863)        3,158               128,602          1,817,085        8,988,497        

15 2034 296,077          575,729          537,660           (6,494)                (361,823)         4,842                211,921           209,601           (843)                 242,370           (44,524)           110,614             (111,993)        3,249               132,299          1,798,686        7,758,361        

16 2035 304,589          592,281          553,117           (6,681)                (372,225)         4,982                145,342           215,627           (867)                 249,338           (45,804)           91,035                (115,213)        3,343               136,103          1,754,968        6,458,095        

17 2036 ‐                   609,310          569,019           (6,873)                (382,926)         5,125                74,760             221,826           (892)                 256,507           (47,120)           70,239                (118,525)        3,439               112,013          1,365,901        5,108,843        

18 2037 ‐                   626,827          585,379           (7,071)                (393,936)         5,272                ‐                    228,203           (917)                 263,881           (48,475)           48,172                (121,933)        3,538               86,425            1,275,366        4,064,686        

19 2038 ‐                   ‐                   602,208           (7,274)                (405,261)         5,424                ‐                    234,764           (944)                 271,468           (49,869)           24,779                (125,438)        3,639               59,273            612,769            3,038,606        

20 2039 ‐                   ‐                   619,522           (7,483)                (416,912)         5,580                ‐                    241,514           (971)                 279,272           (51,303)           ‐                      (129,045)        3,744               30,489            574,407            2,624,308        

21 2040 ‐                   ‐                   637,333           (7,698)                (428,899)         5,740                ‐                    248,457           (999)                 287,302           (52,777)           ‐                      (132,755)        3,852               ‐                   559,556            2,219,582        

22 2041 ‐                   ‐                   655,657           (7,919)                (441,229)         5,905                ‐                    255,600           (1,028)             295,561           (54,295)           ‐                      (136,571)        3,962               ‐                   575,643            1,801,017        

23 2042 ‐                   ‐                   539,605           (6,518)                (453,915)         6,075                ‐                    262,949           (1,057)             304,059           (55,856)           ‐                      (140,498)        4,076               ‐                   458,921            1,335,445        

24 2043 ‐                   ‐                   416,339           (5,029)                (373,572)         5,000                ‐                    270,509           (1,088)             312,801           (57,462)           ‐                      (144,537)        4,194               ‐                   427,155            956,999            

25 2044 ‐                   ‐                   285,539           (3,449)                (288,234)         3,857                ‐                    222,629           (895)                 321,794           (59,114)           ‐                      (148,692)        4,314               ‐                   337,749            584,014            

26 2045 ‐                   ‐                   146,874           (1,774)                (197,681)         2,646                ‐                    171,772           (691)                 264,836           (48,651)           ‐                      (152,967)        4,438               ‐                   188,803            276,577            

27 2046 ‐                   ‐                   ‐                    ‐                      (101,682)         1,361                ‐                    117,807           (474)                 204,338           (37,537)           ‐                      (125,892)        3,653               ‐                   61,573              101,141            

28 2047 ‐                   ‐                   ‐                    ‐                      ‐                   ‐                     ‐                    60,597             (244)                 140,142           (25,744)           ‐                      (97,134)           2,818               ‐                   46,339              44,745              

29 2048 ‐                   ‐                   ‐                    ‐                      ‐                   ‐                     ‐                    ‐                    ‐                   72,085              (13,242)           ‐                      (66,618)           1,933               ‐                   ‐                     (35,329)            

30 2049 ‐                   ‐                   ‐                    ‐                      ‐                   ‐                     ‐                    ‐                    ‐                   ‐                    ‐                   ‐                      ‐                   ‐                   ‐                   ‐                     (31,948)            

PAYMENT 3,973,851$    8,963,389$    12,273,772$  (148,249)$         (8,691,851)$   116,325$         4,339,850$     5,264,442$     (21,165)$        6,327,702$     (1,162,403)$  1,514,070$       (2,988,724)$  86,713$          31,700,223$   
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UAL Amortization Schedules
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How we compare?
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2017 vs. 2018
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POB & Pension Override Tax Shortfall
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Primary Contributing Factors

5 Key factors that impact (unsustainability) CalPERS:

1. Enhanced & Retroactive Benefits
o SB 400 (1999) – Safety

o AB 616 (2001) ‐ General

2. Investment Losses

3. Cost of Living Adjustments (COLA)

4. Demographics (life expectancy)

5. CalPERS Contribution Policy

CA League of Cities Pension Sustainability Report (2018)

49

50

MISCELLANEOUS + SAFETY 

City
Misc. 

Normal

Safety 

Normal

Misc. 

Normal

Safety 

Normal

UAL 

Payment
Payroll

Pension 

Costs % 

Payroll

Unfunded 

Liability

% 

UAL

ALHAMBRA 11.35% 20.42% 1,823,172     3,306,190    9,544,669    32,256,677    45.5% 117,730,555    71.4%

ARCADIA 10.23% 20.43% 1,463,995     3,299,874    10,078,308  30,466,857    48.7% 142,356,163    63.7%

AZUSA 9.74% 26.15% 1,612,323     1,688,959    4,979,621    23,007,266    36.0% 70,979,186      73.8%

BALDWIN PARK 10.91% 21.93% 807,609        1,402,808    3,849,129    13,802,131    43.9% 53,423,150      71.8%

CLAREMONT 8.92% 21.93% 837,398        706,462       3,879,259    12,613,961    43.0% 49,634,189      69.7%

COVINA 11.24% 23.65% 843,722        1,191,349    3,490,430    12,540,988    44.1% 57,852,332      71.5%

EL MONTE 10.27% 25.72% 1,323,278     3,735,087    12,203,818  27,410,887    63.0% 124,499,748    72.7%

GLENDORA 9.87% 23.56% 1,026,294     1,230,167    3,867,541    15,614,439    39.2% 56,080,419      72.5%

IRWINDALE 10.87% 23.65% 329,946        406,183       1,283,126    4,753,126      42.5% 20,154,688      72.9%

LA VERNE 11.43% 21.93% 502,051        1,600,646    3,484,776    11,691,514    47.8% 50,370,578      71.4%

MONROVIA 11.67% 25.61% 1,272,824     2,259,137    ‐               19,732,096    17.9% 52,675,844      70.2%

MONTEBELLO 10.51% 20.73% 1,771,626     2,477,344    10,221,361  28,805,170    50.2% 131,521,687    68.9%

MONTEREY PARK 10.84% 18.88% 1,290,664     2,478,489    6,956,948    25,030,899    42.9% 95,189,347      71.3%

POMONA 8.90% 23.53% 2,188,706     4,093,427    13,322,905  42,003,587    46.7% 187,867,732    70.8%

SAN GABRIEL 13.95% 23.65% 622,359        1,590,493    5,307,924    11,186,946    67.2% 64,997,718      68.2%

SAN MARINO 10.87% 23.65% 321,783        734,431       1,933,664    6,065,719      49.3% 29,105,151      73.3%

SIERRA MADRE 12.14% 21.75% 240,608        264,627       1,165,132    3,198,409      52.2% 13,203,459      71.9%

SOUTH PASADENA 10.87% 19.23% 540,632        883,471       2,626,494    9,568,526      42.3% 35,512,650      73.2%

WEST COVINA 8.73% 19.95% 921,633        3,791,741    12,254,961  29,562,091    57.4% 180,178,314    65.4%

AVERAGE 10.7% 22.4% 1,038,980$   1,954,783$  5,813,161$  18,911,120$  46.3% 80,701,732$    70.8%

51

Rank State

% 

Funded

10‐Year 

Return Rank State % 

10‐Year 

Return

1 Wisconsin 99% 5.20% 27 Alabama 67% 5.34%

2 South Dakota 97% 6.80% 28 North Dakota 66% 4.81%

3 Tennessee 94% 6.03% 29 New Mexico 65% 4.62%

4 New York 91% 5.69% 30 Kansas 65% 6.20%

5 Nebraska 89% 6.00% 31 Maryland 65% 4.90%

6 North Carolina 88% 5.50% 32 Vermont 64% 4.60%

7 Idaho 88% 6.00% 33 Michigan 64% 6.10%

8 Utah 86% 5.47% 34 Indiana 63% 5.00%

9 Washintgon 84% 6.18% 35 Alaska 63% 5.47%

10 Iowa 82% 6.31% 36 Arizona 60% 6.00%

11 Delaware 81% 6.50% 37 Louisiana 60% 5.90%

12 Oregon 81% 6.00% 38 New Hampshire 58% 6.00%

13 Florida 79% 5.85% 39 Massachusetts 58% 5.70%

14 Maine 77% 5.20% 40 Mississippi 58% 5.90%

15 Arkansas 77% 5.97% 41 South Carolina 54% 4.49%

16 Missouri 77% 5.90% 42 Rhode Island 54% 4.80%

17 Georgia 76% 6.40% 43 Minnesota 53% 6.50%

18 Wyoming 73% 4.10% 44 Pennsylvania 53% 4.30%

19 Texas 73% 5.27% 45 Hawaii 51% 5.66%

20 Virginia 72% 5.60% 46 Colorado 46% 5.20%

21 Nevada 72% 6.30% 47 Connecticut 41% 5.14%

22 Ohio 72% 5.11% 48 I llinois 36% 5.00%

23 West Virginia 72% 6.20% 49 Kentucky 31% 5.02%

24 Oklahoma 72% 6.20% 50 New Jersey 31% 5.92%

25 Montana 71% 5.89% Average 68% 5.59%

26 California 69% 5.10% Source:  2016 Pension & OPEB Funding Study

Pew Charitable Trust ‐ 2013 Pension Funding Status
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52

FUNDING STATUS FUNDING STATUS

State

Liability 

$Billions

% 

Funded

$Million

s

Expenses 

$Millions %  State

$Billion

s

Funde

d

$Million

s

s 

$Million % 

1 Arizona 2.2$       73% 156$       156           100% 27 California 80.3$    1% 6,658$   2,196$   33%

2 Ohio 24.9       63% 1,724      329           19% 28 Texas 61.7       1% 4,640     1,272     27%

3 Oregon 0.6          56% 73            61             84% 29 Connecticut 22.7       1% 1,452     570         39%

4 Wisconsin 2.2          52% 190          96             50% 30 Pennsylvania 18.9       1% 1,281     832         65%

5 Alaska 17.4       43% 950          535           56% 31 New Hampshire 2.6         1% 182         101         56%

6 North Dakota 0.2          43% 16            14             84% 32 Vermont 1.7         1% 113         26            23%

7 Utah 0.4          37% 40            40             102% 33 New York 69.5       0% 3,399     1,446     43%

8 Kentucky 6.4          25% 529          384           73% 34 New Jersey 66.8       0% 6,351     1,839     29%

9 Virginia 6.5          21% 593          380           64% 35 Illinois 56.3       0% 4,003     856         21%

10 Idaho 0.1          21% 13            10             81% 36 Hawaii 13.7       0% 995         278         28%

11 Indiana 0.4          19% 32            19             60% 37 Louisiana 8.5         0% 584         271         46%

12 West Virginia 3.3          18% 290          171           59% 38 Florida 7.5         0% 453         129         28%

13 Colorado 2.1          14% 149          95             64% 39 Washintgon 7.4         0% 684         136         20%

14 Michigan 24.6       11% 2,271      1,778       78% 40 Arkansas 2.1         0% 228         59            26%

15 Maine 2.1          11% 149          101           68% 41 Tennessee 1.4         0% 152         70            46%

16 Alabama 12.5       10% 1,055      457           43% 42 Nevada 1.3         0% 141         59            42%

17 Rhode Island 0.8          8% 58            58             100% 43 Minnesota 1.0         0% 117         60            52%

18 South Carolina 10.1       7% 828          416           50% 44 Mississippi 0.7         0% 45            29            66%

19 Georgia 19.3       6% 1,683      627           37% 45 Iowa 0.5         0% 57            26            46%

20 New Mexico 3.9          6% 354          135           38% 46 Montana 0.4         0% 45            ‐          0%

21 North Carolina 26.9       5% 2,085      913           44% 47 Wyoming 0.2         0% 19            9              47%

22 Delaware 6.0          4% 484          209           43% 48 South Dakota 0.1         0% 8              4              47%

23 Missouri 3.3          4% 267          107           40% 49 Oklahoma 0.0         0% 0              0              57%

24 Massachusetts 15.8       3% 1,251      585           47% 50 Nebraska ‐         ‐          ‐          0%

25 Kansas 0.5          3% 87            66             76%

26 Maryland 9.0          2% 705          407           58% Based on 2013 Reported Data ‐ 2016 Pension & OPEB Funding Study

ANNUAL EXPENSES ANNUAL EXPENSES

Pew Charitable Trust OPEB Funding Status

Viability of                        
State‐Funded Solution

53

Local Agency UAL

Local Agency 
CalPERS UAL =

($90 Billion) 

5
4

Local 
Agencies
(PERF A)
$80 Billion

70%

OPEB
$9.3 Billion

61%

PERFA = $138.7 Billion ‐ State $58.7 
Billion

PERFC (Risk Pool)=          Misc. $3.8 
Billion + Safety = $5.8 Billion

OPEB Trusts – including Water, 
Sewer, Cities, Counties, Fire:
$15.2 B – $6 B = $9.3 B NOL

* Only for CERBT Trusts (No PARS)

Pool > 100 
(PERF C)

$9.6 Billion 
72%
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OPEB
$18.6 
Billion 
Pay‐go

State has Greater Burdens
Combined 
Unfunded 
Liabilities = 

($300 Billion) 

5
5

State 
Employee 

UAL
$58.7 Billion

67%

State OPEB
$85.6 Billion

1%

CalSTRS
$102 Billion

66%

2017 State CalPERS Actuarial Valuation 
$6.3 Billion Annual Contribution 

2018 State OPEB Actuarial Valuation
Discount Rate = 4.25% since pay‐go 
NOL @ 7.0% =  $56 billion
$2.2 Billion “Pay‐Go” Benefit Payments

2017 CalSTRS Actuarial Valuation 
2% @ 60/62  
$325 million MPP (OPEB) pay‐go

2017 University California Regents  
Actuarial Valuation  27% of payroll  ‐$3 
billion annual contribution.

UC 
Regents
$10.9 
Billion
85%

School Pool 
(PERF B)

$23.6 Billion 
72%

State has Greater Normal Costs

5
6

State plans have lower 
funding levels and higher 
annual contributions

18.1%
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CalPERS:  Impact of Annual Investment Return on Funded Status
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Historical State Funding Shortfalls

5
8

ERAF

FY 02‐03 ‐ $75 million

FY 03‐04 ‐ $135 million

FY 04‐05 ‐ $250 million

FY 05‐06 ‐ $250 million

TOTAL $710 million

Triple‐Flip 

FY 03‐04 (Sales tax & VLF)

RDA

FY 09‐10 ‐ $1.7 Billion
FY 10‐11 ‐ $350 million

What’s Next ?

State‐wide sales tax 
to Fund School 
Pension

Water Dept. & 
Water Agencies

Another revenue 
source….

Why Can’t I Just get out of CalPERS ?

2013 Pension Reform (PEPRA)
• New hires 2.0% @ 62 Misc. &           

2.7% @ 57% Safety
• Employees pay 50% of the annual 

normal costs (no EPMC)

Public Employee  Retirement Law (PERL)
• Benefits for “Classic” employees 

cannot be reduced, even if agreed 
upon by bargaining units.

California Rule

• Prohibits reduction of pension benefits 
unless they are offset by “comparable”
new benefits.

• Prevented legislative and ballot‐based 
initiatives to reduce pension levels.

• Recent decisions have more narrowly 
interpreted the rule.

Marin decision not entitled to an immutable, unchanging pension benefit for the 
entirety of employment, but are entitled only to a “reasonable” pension.

Alameda decision applying detrimental changes to the pension benefits of Classic 
employees is only justified by compelling evidence that the required changes 
manifest a material relation to the successful operation of the pension system.

What Are the Alternatives?

3 basic options available:

1. Convert to Defined Contribution Plan / 401K (pay Termination Payment)

2. Remain in CalPERS – implement solutions and negotiate cost‐sharing.

3. Retain Defined Benefit (DB) Plan – Convert to Alternative Investment 

Provider (PARS) 
 
 

Potential Options 
Investment  / 
Performance 
Risk 

Termination 
Payment 

City 
Share 

Social 
Security 

UAL 
Annual 
Costs 

DC plan (401k)  Employee  Yes  8%  6%  ‐  14%  

Convert to PARS  City (PARS)  No  8%  ‐  14%  22% 

Remain in CalPERS  CalPERS  No  8%  ‐  14%  22% 
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Projected Increase and Contribution Rates

38.1%
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Recent and Projected Public Agency Total Employer Contribution 
Rates as a % of Payroll

Public Agency Safety Public Agency Miscellaneous

Equities
49.0%

Fixed Income
22.0% Real Estate

12.0%

Private Equity
8.0%

Inflation Assets
6.0%

Liquidity
3.0%

CalPERS 2018 Strategic Asset Allocation

8.6%

OPEB Trusts Established

63

Agency Type CalPERS PARS TOTAL %

Special Districts 326 74 667     60%

Counties 13 23 58        62%

Schools 66 46 1,049  11%

Cities 144 66 482     44%

TOTAL 549 209 2,256  24%

Schools Districts: 560 Elementarry, 330 USD, 87 High School, 58 

County, 6 Special, 8 Charter

Source:  CERBT / PARS / Wikipedia
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OPEB Trust (CERBT)

64

550 Agencies have funded OPEB Trusts (CERBT) with CalPERS

2.  CalPERS vs 115 Trust

CalPERS
• No investment 

strategy choice
• Locked In to Higher 

Payments
• Likely Higher Long-

Term Return
• Reduces Balance 

Sheet pension liability 
(GASB) reporting

• CalPERS is “Easier”

• CalPERS assumes 
investment risk

115 Trust
• Choose from Range of 

investment strategies 
(flexible)

• Flexible Payment 
Schedule

• Likely Lower Long-
Term Return

• Assets do not count 
toward book value of 
pension liability

• SOCWA assumes 
Investment Risk

Section 115 Trust

Can place monies in legally 
restricted trust

• Can only use monies to 
pay for (pension) 
designated costs

• Tool to manage pension 
liabilities
• Alternative 

investment vehicle 
to CalPERS

• Manage timing risk
• Pension Cost 

stabilization fund
• Make additional 

annual payments
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AGENDA REPORT 

ADMINISTRATION DEPARTMENT                 117 MACNEIL STREET, SAN FERNANDO, CA 91340                 (818) 898-1202 WWW.SFCITY.ORG 

REVIEW:      ☒ Finance Department      ☒ Deputy City Manager      ☒ City Manager 

To: Mayor Joel Fajardo and Councilmembers 

From: Nick Kimball, City Manager 
By:   Michael E. Okafor, Personnel Manager 

Date: February 3, 2020 

Subject: Consideration to Adopt a Resolution Amending the Fiscal Year 2019-2020 Salary 
Plan to Implement Changes in the Executive Management Compensation Plan and 
Changes in Minimum Wage for Certain Part-time Employees 

RECOMMENDATION: 

It is recommended that the City Council: 

a. Adopt Resolution No. 7980 (Attachment “A”) amending the Fiscal Year (FY) 2019-2020 Salary
Plan to implement changes in the approved Executive Management Compensation Plan and
changes in minimum wage for certain part-time employees; and

b. Authorize the City Manager to make non-substantive corrections and execute all related
documents.

BACKGROUND: 

1. On August 3, 2015, the City Council adopted Resolution No. 7692 setting the Executive
Compensation Plan for the Department Head classifications appointed by the City Manager,
which included: a) Deputy City Manager/Director of Public Works, b) Director of Community
Development, c) Director of Finance, and d) Director of Recreation and Community Services.

2. On November 21, 2016, the City Council approved a four-year Memorandum of
Understanding (MOU) (Contract No. 1838) with the San Fernando Part-time Employees
Bargaining Unit (SFPEBU) that includes certain provisions in employee wages for FY 2016-
2017 through FY 2019-2020.

3. On August 7, 2017, the City Council adopted Resolution No. 7807, amending Resolution No.
7692, to: a) add the Police Chief classification to the Executive Compensation Plan, b) create
the Deputy City Manager assignment and related special pay, and c) reduce the accrued
annual leave cap from 800 hours to 400 hours.
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Consideration to Adopt a Resolution Amending the FY 2019-2020 Salary Plan to Implement Changes in 
the Executive Management Compensation Plan and Changes in Minimum Wage for Certain Part-time 
Employees 
Page 2 of 4 
 
 

4. On January 27, 2020, the City Council adopted Resolution No. 7973, which rescinded 
Resolution Nos. 7692 and 7807, and established new salaries and benefits for Department 
Head classifications (Executive Compensation Plan). 

 
5. On February 3, 2020, the City Council will consider changes to salaries and benefits for the 

City Manager and City Clerk positions, which are reflected in this Resolution, pending final 
approval of each respective contract amendment. 
 

 
ANALYSIS: 

Executive Management Compensation Plan. 
Pursuant to City Council approval of new salaries and benefits as part of the Executive 
Management Compensation Plan for Department Head classifications, City Manager and City 
Clerk, it is necessary to amend the FY 2019-2020 Salary Plan in order to reflect, as well as 
implement applicable changes and provisions. Highlights of the changes and provisions include 
the following: 
 
1. Salary Adjustments (by effective date): 

 

 July 1, 2019: 4.0% with Classic CalPERS employees picking up 1.0% of the City’s CalPERS 
cost for Department Heads including the City Clerk (excludes Director of Recreation and 
Community Services).   
 

 January 1, 2020:  Equity adjustments as follows: 
 
a) City Manager: 10.3% (employee will pay 2% of salary toward CalPERS costs) 
b) Police Chief: 9.0% 
c) Director of Public Works: 12.0% 
d) Director of Community Development: 3.5% 
e) Director of Finance: 3.5% 

 

 Each July 1st, 2020 through 2022: 4.0% Cost of Living Adjustments (COLA) for Department 
Heads including the Director of Recreation and Community Services, City Manager and 
City Clerk, with Classic CalPERS employees picking up an additional 1.0% of the City’s 
CalPERS cost (employee contributing a total of 4% of salary toward CalPERS costs by FY 
2021-22).  The City Manager picks up an additional 2% of the City’s CalPERS cost each year 
from July 1, 2020 through July 1, 2022.  

 

 July 1, 2023: 3.0% 
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2. Continues the full flex cafeteria plan for all Executive Management employees.  The flex dollar 
amount will be adjusted each January 1st based on the average change from the prior year’s 
monthly premiums, not to exceed 4%.   
 

3. Beginning February 1, 2020, the amount paid to employees that opt out of the City’s health 
benefits (currently $878 per month) is reduced to $845 per month each year.  The opt out 
amount will be reduced by an additional $50 per month each January 1st. 

 
Part-time Employees Minimum Wage Increase. 
 
The approved MOU (Contract No. 1838) between the City and SFPEBU includes an agreement by 
the City to comply with Senate Bill (SB) 3, which was signed into law on April 4, 2016 
implementing certain minimum wage increases on January 1st of each year through January 1, 
2022 as follows: 
 

a. January 1, 2017: $10.50 per hour 
b. January 1, 2018: $11.00 per hour 
c. January 1, 2019: $12.00 per hour 
d. January 1, 2020: $13.00 per hour 
e. January 1, 2021: $14.00 per hour 
f. January 1, 2022: $15.00 per hour 

 
The City is up to date on the implementation of the minimum wage provisions.  However, it is 
necessary to amend the FY 2019-2020 Salary Plan to reflect the latest minimum wage, which is 
$13.00 per hour, effective January 1, 2020.  Nine part-time job classifications are impacted by the 
January 1, 2020 increase, and those are reflected in Resolution No. 7980 (Attachment “A”).  
 

 
BUDGET IMPACT: 

The total annual net additional cost of the Executive Management Compensation Plan is outlined 
in the table below:   
 

Fiscal Year General Fund Retirement Fund 

2019-2020 $46,400 $1,100 

2020-2021 Additional Cost $34,900 ($7,880) 

2021-2022 Additional Cost $36,300 ($2,100) 

2022-2023 Additional Cost $37,750 ($2,455) 

2023-2024 Additional Cost $29,450 $3,225 
 

02/03/20 CC Meeting Agenda Page 203 of 218



Consideration to Adopt a Resolution Amending the FY 2019-2020 Salary Plan to Implement Changes in 
the Executive Management Compensation Plan and Changes in Minimum Wage for Certain Part-time 
Employees 
Page 4 of 4 
 
 

The largest impact to the General Fund is in the first year of the contract due primarily to the 
equity adjustments to make department head positions more competitive in the labor market, 
increase retention, and avoid compaction issues.  Savings in the Retirement Fund offset a portion 
of the increased cost in the General Fund. Sufficient contingency funds and salary savings from 
vacant positions are included in the FY 2019-2020 Adopted Budget to cover the first year of the 
Resolution.   
 
The total additional cost of the State mandated minimum wage increase for FY 2019-2020 is 
approximately $15,000.  Sufficient funds are included in the FY 2019-2020 Adopted Budget to 
cover the cost of this increase. 
 
 
CONCLUSION: 

Approval of the amended Salary Plan is necessary to implement the provisions in Resolution No. 
7973, as well as MOU (Contract No. 1838) between the City and SFPEBU, respectively, and to 
comply with California state law.  
 

 

ATTACHMENT: 

A. Resolution No. 7980 
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ATTACHMENT “A” 

RESOLUTION NO. 7980 

 

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF SAN 

FERNANDO AMENDING PORTIONS OF SECTIONS 1, 2 AND 3 OF 

RESOLUTION NO. 7919, ADOPTED JUNE 17, 2019 

 
THE CITY COUNCIL OF THE CITY OF SAN FERNANDO DOES HEREBY 

RESOLVE, FIND, DETERMINE, AND ORDER AS FOLLOWS: 

      

SECTION 1:  That that portion of Section 1 of Resolution 7919, adopted June 17, 2019, as 

amended, be further amended by deleting “Schedule DH For Department Heads (Unrepresented)”  

on page 4, and replacing it with the following, effective the first day of the first full pay period 

following July 1, 2019: 

 

SCHEDULE DH 

FOR 

DEPARTMENT HEADS (UNREPRESENTED) 

SALARY      

RANGE      

NUMBER STEP A STEP B STEP C STEP D STEP E 

75 9130 9587 10066 10569 11098 

79 10482 11006 11555 12135 12739 

82 11810 12401 13021 13672 14356 

 

 

SECTION 2: That that portion of Sub-section A of Section 2 of Resolution 7919, adopted June 

17, 2019, as amended, be further amended by deleting the following on pages 5 and 6, effective 

the first day of the first full pay period following July 1, 2019: 
 

                          SALARY  

             RANGE 

              NUMBER/         

CLASSIFICATION             SCHEDULE    STEP A     STEP B    STEP C    STEP D    STEP 

E 
City Clerk                                  FLAT RATE   8936.53 
 

Director of Community                 79DH           10079       10583      11111      11668    12249       

Development 
 

Director of Finance                        79DH           10079      10583      11111      11668     12249 
 

Director of Public Works                     
 

Police Chief                

 

        79DH 

   FLAT RATE 

 

 

10079 

13804 

 

10583 

 

11111 

 

11668 

 

12249 
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SECTION 3:  That effective the first day of the first full pay period beginning after July 1, 2019, 

that Section 2 above, and that portion of Sub-section A of Section 2 of Resolution 7919, adopted 

June 17, 2019, as amended, be further amended by adding “Flat Rates” and “Salary Steps A thru 

E” for the specified classifications on pages 5 and 6, which reflects a four percent (4%) increase 

to the base salaries of respective classifications, with each classic CalPERS member picking up 

one percent (1%) of the City’s contribution to CalPERS: 

 
                          SALARY  

             RANGE 

              NUMBER/         

CLASSIFICATION             SCHEDULE    STEP A     STEP B    STEP C    STEP D    STEP 

E 
City Clerk                                  FLAT RATE   9293.99 

 

Director of Community             79DH               10482       11006       11555        12135     12739    

Development 

Director of Finance                    79DH               10482       11006       11555        12135     12739  

 

Director of Public Works           79DH               10482       11006       11555        12135     12739  

 

    Police Chief 82DH     11810   12401 13021  13672 14356 

 

 

SECTION 4:  That effective the first day of the first full pay period following January 1, 2020, 

that Section 1 above, and that portion of Sub-section A of Section 2 of Resolution 7919, adopted 

June 17, 2019, as amended, be further amended by deleting “Schedule DH for Department Heads 

(Unrepresented),” and replacing it with the following “Salary Steps A thru E,” which reflects 

various equity adjustments for respective classifications:  

 

 

SCHEDULE DH 

FOR 

DEPARTMENT HEADS (UNREPRESENTED) 

SALARY      

RANGE      

NUMBER STEP A STEP B STEP C STEP D STEP E 

75 9130 9587 10066 10569 11098 

79 10849 11391 11959 12560 13185 

82 

84 

11740 

12873 

12327 

13517 

12942 

14193 

13591 

14902 

14268 

15648 
 

 

 

SECTION 5:  That effective the first day of the first full pay period following January 1, 2020, 

that that portion of Sub-section A of Section 2 of Resolution 7919, adopted June 17, 2019, as 

amended, be further amended by deleting Section 3 above, and replacing with the following 
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“Salary Steps A thru E” to be added to pages 5 and 6 for specified classifications, which reflects 

the following equity adjustments: City Manager, 10.3%; Police Chief, 9%; Director of Public 

Works, 12%; Director of Community Development, 3.5%; and Director of Finance, 3.5%.  There 

are no adjustments to the City Clerk and Director of Recreation and Community Services job 

classifications. Each classic CalPERS member picks up one percent (1%) of the City’s contribution 

to CalPERS, except for the City Manager, who picks up two percent (2%): 

 
                          SALARY  

             RANGE 

              NUMBER/         

CLASSIFICATION             SCHEDULE    STEP A     STEP B    STEP C    STEP D    STEP E 

City Clerk                                  FLAT RATE   9293.99 

 

City Manager                             FLAT RATE  17000.00                          

 

Director of Community             79DH             10849       11391       11959        12560     13185    

Development 

Director of Finance                    79DH             10849        11391       11959        12560   13185  

 

Director of Public Works           82DH             11740       12327       12942        13591    14268  

 

Director of Recreation and         75DH               9130        9587        10066        10569    11098 

Community Services 

 

    Police Chief 84DH     12873   13517 14193  14902 15648 

 

 

      

SECTION 6:  That that portion of Section 1 of Resolution 7919, adopted June 17, 2019, as 

amended, be further amended by deleting “Schedule H For Part-Time Hourly Employees 

(SPEBU)” on page 4, and replacing it with the following, effective the first pay period which 

includes January 1, 2020:  

 

SCHEDULE H 

FOR 

PART-TIME HOURLY EMPLOYEES (SFPEBU) 

SALARY      

RANGE      

NUMBER STEP A STEP B STEP C STEP D STEP E 

44 13.00 13.55 14.12 14.72 15.36 

45 13.20 13.79 14.43 15.08 15.76 

47 13.62 14.21 14.84 15.48 16.16 

48 13.81 14.44 15.08 15.76 16.55 

52 14.26 14.89 15.53 16.21 16.92 

65 14.67 15.48 16.34 17.25 18.18 
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SCHEDULE H 

FOR 

PART-TIME HOURLY EMPLOYEES (SFPEBU) 

SALARY      

RANGE      

NUMBER STEP A STEP B STEP C STEP D STEP E 

71 17.11 17.93 18.79 19.68 20.62 

94 20.71 21.86 23.08 24.33 25.67 

 

SECTION 7:  That that portion of Sub-section B of Section 2 of Resolution 7919, adopted June 

17, 2019, as amended, be further amended by deleting the Salary Schedule on Page 8 for the job 

classifications specified hereunder, and replacing it with the following, effective the first pay 

period which includes January 1, 2020. This reflects an eight and three-tenths percent (8.3%) 

minimum wage increase: 
  
            SALARY  

           RANGE 

            NUMBER/         

CLASSIFICATION           SCHEDULE   STEP A    STEP B   STEP C   STEP D    STEP E 

 

Crossing Guard                           44H             13.00       13.55      14.12      14.72      15.36 

                                                      

Day Camp Counselor                  44H             13.00       13.55      14.12      14.72     15.36 

 

Junior Cadet                                45H             13.20       13.79      14.43      15.08      15.76 

 

Office Clerk/Cashier                   48H             13.81       14.44      15.08      15.76      16.55 

                                                     

Pool Attendant/Cashier               44H             13.00       13.55      14.12      14.72     15.36 

 

Recreation Leader I                     44H             13.00       13.55      14.12      14.72     15.36 

 

Recreation Leader II                   47H             13.62       14.21      14.84      15.48     16.16 

 

Recreation Leader III                  71H             17.11      17.93       18.79     19.68      20.62 

 

Senior Day Camp Counselor      52H             14.26       14.89      15.53      16.21     16.92 

 

 

SECTION 8: That that portion of Sub-sections F, G, H and I of Section 3 of Resolution 7919, 

adopted June 17, 2019, as amended, be further amended by deleting the specified benefits on pages 

30 thru 34, and replacing them with the following benefits for City Manager, City Clerk, Police 

Chief, and all Department Heads, for Fiscal Year 2019-2020: 
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(1) SALARY 

 
Salary Adjustments (by effective date): 

 

 July 1, 2019: 4.0% with Classic CalPERS employees picking up 1.0% of the City’s 

CalPERS cost for Department Heads including the City Clerk (excludes the City Manager 

and Director of Recreation and Community Services).   

 

 January 1, 2020:  Equity adjustments as follows: 

 

a) City Manager: 10.3% 

b) Police Chief: 9.0% 

c) Director of Public Works: 12.0% 

d) Director of Community Development: 3.5% 

e) Director of Finance: 3.5% 

 

 The salaries shown here reflect stipulations from Resolution No. 7973, and include equity 

and cost of living adjustments for Fiscal Year 2019-2020 ( Note: Each classic CalPERS 

member picks up 1% of the City’s CalPERS contribution, except for the City Manager, 

who picks up 2%). 

 

 

    (2) OTHER BENEFITS 

             

The City shall continue the full flex cafeteria plan for all Executive Management employees.  

The flex dollar amount will be adjusted each January 1st based on the average change from the 

prior year’s monthly premiums, not to exceed 4%.   

 

Beginning February 1, 2020, the amount paid to employees that opt out of the City’s health 

benefits (currently $878 per month) is reduced to $845 per month each year.  The opt out 

amount will be reduced by an additional $50 per month each January 1st. 

 

      For other benefits applicable to the City Manager, City Clerk and Department Heads,        

please refer to Resolution No. 7973 and/or other applicable Contracts.  

   

SECTION 9:  Except as amended herein, all other provisions of Resolution No. 7919, adopted 

June 17, 2019, remains unchanged and in full force and effect. 

 

SECTION 10:  The City Clerk shall certify to the adoption of this Resolution and shall cause this 

Resolution and her certification to be filed in the office of the City Clerk. 
 

 

PASSED, APPROVED, AND ADOPTED this 3th day of February, 2020. 

 

  

                 

Joel Fajardo, Mayor       
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ATTEST: 

 

 

 

      

Elena G. Chávez, City Clerk 

 

 

STATE OF CALIFORNIA  ) 

COUNTY OF LOS ANGELES ) ss 

CITY OF SAN FERNANDO ) 

 

I HEREBY CERTIFY that the foregoing Resolution was approved and adopted at a 

regular meeting of the City Council held on the 3th day of February, 2020, by the following vote 

to wit: 

 

AYES: 

 

NOES: 

 

ABSENT: 

 

 

      

Elena G. Chávez, City Clerk 
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AGENDA REPORT 

CITY COUNCIL                 117 MACNEIL STREET, SAN FERNANDO, CA 91340                 (818) 898-1201                 WWW.SFCITY.ORG 

REVIEW:      ☐ Finance Department      ☒ Deputy City Manager      ☒ City Manager 

 

To: Vice Mayor Hector A. Pacheco and Councilmembers 
  
From:  Mayor Joel Fajardo and Councilmember Mary Mendoza 
 
Date:  February 3, 2020 
 
Subject: Discussion of Providing Letters to Legislators Regarding Existing and Pending 

Housing Laws 
 
 
RECOMMENDATION: 
 
This is to discuss new California housing laws and authorize the City Manager to a prepare letters 
on behalf of the City Council in support or opposition of pending or current housing related 
legislation. 
 
 
BUDGET IMPACT: 
 
There is no impact to the budget by discussing this item.  Additional future costs to be determined 
based on City Council direction. 
 
 
ATTACHMENT: 
 
A. Accessory Dwelling Units Article  
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An ADU designed by Lanefab Design/Build, a Vancouver, Canada-based firm that specializes in designing these smaller homes.  

A package of legislation passed in California may accelerate the creation of new
housing in single-family neighborhoods
By Patrick Sisson   Oct 11,  2019, 12:00pm EDT

REAL ESTATE

Will California’s new ADU laws create a
backyard building boom?

6

| Courtesy

Lanefab

California’s housing and affordability crisis isn’t going away any time soon. But a slate of
new state laws have empowered homeowners to use a small but significant tool that
advocates say will create an increase in new units and new opportunities.

Accessory dwelling units, or ADUs—small structures, typically under 1,000 square feet,
that are built by homeowners on their properties—became a centerpiece of state housing
legislation this week after five bills were signed into law expanding the ability for
Californians to build such structures in their backyards. By allowing residents to both
build a small apartment and convert their garage, the legislative package, in effect, allows
triplexes in much of the state.

ATTACHMENT "A"
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“People will be able to have an ADU and a junior ADU on single family lots, or they can
convert two garages on a duplex lot,” says Ira Belgrade, an advocate and consultant for
ADU construction in Los Angeles and runs the site YimbyLA. “That’s big for LA!”

State Sen. Bob Wieckowski, a Democrat from the Bay Area and longtime ADU advocate
who’s successfully backed three ADU bills in four years, says there’s recently been a surge
in production in cities such as San Diego, San Jose and Los Angeles. A number of ADU
developers have told him that they’re looking to hire and expand.

“I’ve always said they are a critical part of what needs to be a multi-faceted solution to
our housing shortage,” says Sen. Wieckowski. “There is no single solution. But I do
believe ADUs can make a dent in our housing shortage. If 10 percent of homeowners
built an ADU, that would be roughly 900,000 new units. In the San Francisco Bay Area,
that would amount to 150,000 new homes, mixed in throughout existing neighborhoods,
at no cost to taxpayers.”

Can these laws create an ADU building boom?

ADUs can’t compete with new apartments in terms of delivering the numbers of units
needed to fix California’s housing shortage. But any new units help. And the new slate of
laws signed by California Gov. Gavin Newsom this week may help create a new ADU
building boom in the state, part of continued growth in ADU construction across the
country.
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“We have only scratched the surface of much of a dent ADUs can make in the housing
market,” says Kol Peterson, a Portland-based ADU expert and author of Backdoor
Revolution, a guide to ADU development. “Single family properties still dominate major
American metropolitan centers, but there’s theoretical potential to double or triple the
housing capacity of those properties as more jurisdictions allow not just one ADU, but
two”.

Permits in California grew nearly 50 percent between 2017 and 2018, and roughly 7,000
ADUs were permitted across the state last year, according to figures gathered by Abodu,
a San Jose-based ADU construction firm. If cities act quickly on new state legislation,
there’s no reason Californians can’t build 10,000 ADUs statewide in 2020, according to
Abodu. And there’s room to grow. Abodu predicts San Jose alone could support 120,000
ADUs, while the entire Bay Area has one million lots that could build an additional unit.

This isn’t the first time new laws have helped speed up such construction. According to
figures from Dan Bertolet, senior researcher at the Sightlines Institute, after California
liberalized ADU rules in 2017, they accounted for one in five of LA’s total housing
building permits in 2018. Other states have also taken big steps to increase this kind of
housing production, especially Oregon’s recently passed House Bill 2001, which both
legalizes duplexes and bans a requirement for owner occupancy of ADUs.

Vancouver remains the model for this kind of construction: the city has has allowed these
types of buildings for much longer, which have become a core part of the housing stock.
At least a third of the city’s single-family housing lots have at least one ADU.

Bertolet believes the biggest change for California is the elimination of minimum lot size
requirements; those limits previously held back many Californians from being able to
access ADUs. New policy also dictates that owner-occupancy of ADUs isn’t required,
homeowners can add two units per lot, and parking minimums are capped near transit.

RELATED

Why tiny ADUs may be a big answer to the urban housing crisis

How to build an ADU in Los Angeles

San Francisco ditches fees for affordable housing and in-laws to speed up housing
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There’s also a lot more awareness about ADUs now, in the Golden State and elsewhere.
Sen. Wieckowski says companies and nonprofits, such as the Housing Trust Silicon
Valley and the state’s Department of Housing and Community Development, have been
education consumers about this options, and cities across the state and country are
updating their own laws to show homeowners what’s possible. Peterson sees the market
becoming more sophisticated; financing products are being developed, entrepreneurs are
stepping into the market to help create more affordable ADUs, public private
partnerships are experimenting with using ADUs to help provide housing for lower
income households.

“The same issues and concerns come up across the country; neighborhood character,
parking, excessive requirements.” Sen. Wieckowski says. “But more cities are realizing
this is a great way to increase housing.”

Financing ADUs is still a problem

There’s one significant challenge to creating a true ADU building spree: paying for them.

“The biggest problem are the banks,” says Belgrade. “They haven’t figured out ADUs yet.
What they need to do is come up with new loan products specifically for people building
ADUs that will be rentals, because many people don’t have the money or the ability to
borrow based on current lending practices.”

Bertolet agrees. There’s a huge potential for an increase in total units, he says, but
because ADU construction is done by homeowners, not highly capitalized construction
firms, new units won’t go up overnight. New laws seek to help; the just-signed State Bill
13, which was backed by Sen. Wieckowski, eliminated excessive developer impact fees,
which could be up to one-half the total cost of a new ADU. But financing remains a
significant hurdle. A handful of companies are attempting to create turnkey schemes,
some involving modular construction, that would help to quickly provide property
owners with an ADU in exchange for a cut of the rent.

But even if they don’t take off in just the way advocates expect, Bertolet says, or the
industry takes a while to figure out funding, any increase in ADU production is a big
boost to equity.
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“Even if ADUs don’t take a big chunk out of the shortage, they improve equity by giving
lower-income people access to expensive, single-family neighborhoods that tend to have
the best schools and parks,” he says.

And, as Peterson says, check back in 50 years. Market penetration is still very low;
Portland, a center for ADU construction, has only hit 2 percent penetration. As coastal
cities see land value and housing continue to skyrocket, ADUs may be a necessity to help
offset a pricy mortgage.
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