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The budget is divided by sections and features an outline that starts with a description and summary of the
accounting unit’s (functional program) history followed by details on program objectives, recent accomplishments,
action plans, and line-item appropriations.
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GENERAL OVERVIEW
A message from the City Manager highlighting accomplishments and goals.

Lists sections by subject in page order.

Presents city demographics, local economy, long-term financial planning, an
overview of authorized personnel, and outlines the City’s budget process.

Provides a glossary of finance and budget terms. Includes displays graphs and
schedules of the total City budget, estimated spendable fund balance schedule,
debt management, and budget ordinance.

Presents a reconciliation of the increase to the General Fund budget from the prior
year an overview of Measure X Spending. Displays summary tables of the General
Fund budget revenues and expenditures separated by department and revenue
category.

Presents programs funded by the City’s primary operating fund. Includes the
majority of city services delivered with unrestricted money such as public safe-
ty, parks and recreation, library, planning, development, and code enforcement.

Presents programs primarily funded by the General Fund earmarked or self-
restricted by the City Council for specific purposes. Includes various programs such
as the Cannabis Public Benefit Fund, and Capital Outlay Fund.

Presents programs funded by federal, state and/or local grants. Examples include
Air Quality Improvements, Urban Areas Security Initiative Grant, and Workforce
Innovations and Opportunity Act grant.

Presents programs primarily supported by user fees or direct charges for their
products or services. Includes Sanitation, Refuse Collection, and Water.

Presents programs funded by federal, state and/or local apportionments for
specific purposes. Examples include the Gas Tax Fund, Housing Authority Funds
and Successor Agency Funds.

Presents programs funded by internal charges to the General Fund, Enterprise, and
Grant Funds. Examples include General Liability, Workers’ Compensation, Fleet
Maintenance, and Information Technology.

Capital funds, which are earmarked for improvements to the City’s infrastructure,
are described by source of funds and by use of funds.

Provides a listing of Capital Improvement Projects (CIP) for the upcoming fiscal
year by project category.
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August 10, 2020

Honorable Mayor and City Council:

| hereby present the approved Fiscal Year (FY) 2020-21 Budget for the City of Santa Ana. With your
leadership, the FY 2020-21 Budget secures funding for the many amenities and services provided by
the City to serve our diverse community. The adopted FY 2020-21 Budget continues the essential
services upon which our residents and businesses depend, such as public safety, enhancing our
roads and parks, supporting local youth programs, and other services that make our City a great place
to live and work.

However, the revenue that supports the funding for City services has been adversely affected by the
COVID-19 pandemic and its associated economic impacts. As such, this year's budget will have to
be continually reevaluated as the economic climate changes.

Financial Impacts of the COVID-19 Pandemic

The COVID-19 pandemic will affect the City’s financial outlook. Because of the public health crisis
and stay-at-home guidance from the State of California and local public health officials, non-essential
businesses had to close. Despite attempts to reopen the economy, the situation has not yet returned
to normal as of the passing of this budget. These dramatic and rapid changes have created
uncertainty relating to revenue estimates and expenditures for FY 2020-21. As a result, the FY 2020-
21 Budget reflects a reduction in services and deferral of programs and projects, while still maintaining
funding for core services.

Loss of Revenue: General Fund

Sales tax is the single largest source of revenue to the City. The FY 2019-20 sales tax budgeted
revenue prior to the COVID-19 pandemic was $111.5 million, or approximately one-third of the
General Fund budget. The stay-at-home order, loss of wages, and the closure of restaurants, retail
and many other businesses will have a significant impact on sales tax revenue. The State’s decision
to allow small business to keep sales tax in the short term as a bridge loan will also affect sales tax
revenue.
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At this time, based upon the best information the City has received, staff is projecting a $12.4 million
loss of revenue in FY 2019-20 and a $19.5 million loss of revenue in FY 2020-21. As the City receives
more information, the projection may worsen and revised estimates will be prepared for City Council
consideration.

The pandemic could also affect Property Tax collections this year, which would affect future budgets.
The impact of reduced property values and property owner appeals will likely affect Property Tax
revenue in FY 2021-22. In the year following the Great Recession, Santa Ana property assessments
decreased by 9.8 percent. The City may expect FY 2021-22 assessments to decrease by 20 percent,
an impact of more than $15 million.

At this time, the City has no information to suggest the pandemic will affect Utility Users’ Tax (UUT)
revenue or the various Cannabis tax revenue(s).

Loss of Revenue: Other Funds

The City also expects the stay-at-home order to affect Gas Tax and Measure M (a half-cent sales
tax). The previous estimate for Gas Tax revenue was $14.1 million, which pays for traffic signal and
street light maintenance, median landscape maintenance, and sidewalk and pothole repairs. The
Gas Tax Fund has an estimated accumulated fund balance of more than $14 million, which is
sufficient to cover any loss of revenue over the next six months.

At this time, the City has a preliminary estimate of the impact to Measure M revenue, which pays for
street improvements. The annual Local Fair Share revenue is normally approximately $5.6 million,
but may decrease by $1.3 million. The FY 2019-20 Budget includes Measure M appropriations totaling
$22.5 million, funded with Local Fair Share and competitive awards.

General Fund Ten-Year Outlook

Results of the Ten-Year Outlook indicate there is a General Fund revenue shortfall to sustain the
current expenditure structure. Staff recommends the City Council conduct a comprehensive review
of the current service model, and make changes to the budget structure to realign expenditures with
revenue.

Capital Improvement Program

The proposed Seven-Year Capital Improvement Program (CIP) budget includes $75.2 million of new
CIP spending, presented as year 1 of the CIP document. The City expects to use restricted money to
fund 100 percent of proposed CIP spending. In addition to new capital appropriations in FY 2020-21,
staff expects to seek City Council approval for carryovers from FY 2019-20 capital appropriations for
projects not completed by June 30, 2020. The carryover request may exceed $150 million.

Immediate and Future Actions

As the City proceeds into FY 2020-2021, it is prudent that City staff continuously and carefully
evaluate our fiscal health and outlook, while being flexible with the FY 2020-21 Budget. This flexibility
will include reducing expenses where possible, while maintaining core services that our community
members depend on. Through thoughtful planning and careful evaluation, the City will be able to work
toward long-term fiscal sustainability, despite the economic uncertainty that exists today. VWe will take
every action necessary to ensure that the City of Santa Ana responds to the challenge of the COVID-
19 pandemic with resiliency.
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Conclusion

| would like to express my gratitude for the leadership of the Mayor and City Council during this
unusual time. With their guidance, we will be in a position to best serve our residents and work toward
making Santa Ana a thriving urban center with welcoming green spaces and world-class amenities,
services, and infrastructure. | also thank our Executive Management Team and our Budget Office for
their efforts to help prepare the FY 2020-21 Budget.

Respectfully submitted,
Q/??z"’ddféé(

Kristine Ridge
City Manager
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CITY PROFILE

Founded in 1869, Santa Ana is located in Southern California adjacent to the Santa Ana River, within 10 miles (16 km)
of the California coast. The City is part of the Greater Los Angeles Area which, according to the U.S. Census Bureau,
is the second largest metropolitan area in the U.S., with almost eighteen million people. Santa Ana is the 57th most
populous city in the nation according to the 2010 Census and the 11th largest city in the State.

Moreover, Santa Ana is the second largest City within Orange County occupying 27.2 square miles and serving a
population of 335,052 as of January 2020 (Population Estimates Department of Finance). Centrally located within Orange
County, the City serves as the governmental center housing State and Federal Offices, County Administration, County
Court functions and the Ronald Reagan Federal Court House within its civic center complex.

Santa Ana is home to many attractive amenities such as the Main Place shopping mall, the world renowned Bowers
Museum, the Discovery Science Center, and the Santa Ana Zoo at Prentice Park which includes a variety of animal
exhibits such as Amazon’s Edge and the Fifty-Monkey Ferris Wheel. The Historic Downtown Santa Ana area boasts many
unique shops, premier restaurants, and artist galleries. As it pertains

to municipal services, the City provides for police and fire protection, ol i AT A

the construction and maintenance of streets and other infrastructure, S A .

municipal utilities such as water, sewer, refuse and sanitation,
recreational activities, public library and cultural events along with a
variety of other programs and services. The City is responsible for three
other legally separate entities which include the Successor Agency to
the Redevelopment Agency, Housing Successor Agency to the Housing
Authority and the Santa Ana Financing Authority.

The median age for Santa Ana’s population is 31.4 years (2018 ACS 5-
year estimate), ranking it as one of the youngest cities in Orange

County. Along with a young population, Santa Ana celebrates an POPULATION
ethnically diverse community with the makeup of 77% Hispanic, 12%

Asian, 9% White, 1% Black or African American, and 1% other. T 4 MEDIANAGE

Several nationally recognized private schools such as Mater Dei High MEDIAN HOUSEHOLD

School and Orange County School of the Arts reside in Santa Ana. Mater SO N. Ve
Dei is nationally recognized for its athletics program while the Orange o oee e INCOME
County School of the Arts is highly recognized in music, dance and

theatre. Santa Ana is the headquarters for many recognized companies CITY PARKS
such as Behr Paint, First American Corporation, Stearns Lending,

Schools First Federal Credit Union, TTM Technologies, and Harveys a RECREATIONAL
manufacturer of seat-belt purses. FACILITIES

The City also houses major regional offices for Johnson & Johnson, PUBLIC LIBRARIES - ::-;-'"
Psomas, and Ultimate Software. One of Santa Ana's most notable

businesses is the Rickenbacker musical instrument company, whose SWORN
electric guitars and bass guitars earned fame in the hands of many rock OFFICERS
and roll legends.

* [|', FIRESTATIONS
GOVERNING BODY POLICE
In 1952, the City was established as a charter city and adopted the FACILITIES

council-manager form of government. Policy-making and legislative
authority are vested in a governing City Council consisting of the Mayor Other POPULATION
and six Councilmembers. The City Council is the policy-making body,

and is responsible for passing ordinances, adopting the budget, Blackor African American BY RACE AND
appointing committees, and appointing the City Manager, City wiie IR ETHNICITY
Attorney, and the City Clerk. The Council is elected on a non-partisan -

basis. Councilmembers serve a four-year term and are limited to three Asian

consecutive terms. The Mayor is elected at large and has term limits of

no more than four (4) two-year terms. Beginning with the 2020 election, Hispanic or Latino

councilmembers will be elected by ward. The City Manager is
responsible for carrying out the policies and ordinances of the City

Council as well as overseeing the day-to-day operations of the City. |
Additionally, the City Manager is responsible for developing and
recommending the City’s annual operating budget, which is then
submitted to the City Council for approval.
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LOCAL ECONOMY

The City of Santa Ana is located within the Los Angeles-Long Beach-Anaheim Metropolitan area, as defined by the
U.S. Office of Management and Budget. The area is the second largest metropolitan area in the country, and has the
third largest economy in the world based on nominal gross domestic product. Santa Ana is located in the heart of
Orange County and serves as the county seat. The City has a dense population of more than 12,000 residents per
square mile. Residents have a median age of 31.4 years and a median per-capita income of approximately $19,517

(2018 dollars).

The City is home to approximately 31,000 businesses
(as measured by business licenses issued) with the top
25 businesses generating about 29% of the juris-
diction’s total sales tax revenue. The City has a solid
retail base, anchored by the Main Place Mall, the San-
ta Ana Auto Mall and the historic downtown with many
independent restaurants surrounding a cultural artist
village.

The City’s general economic base includes
transportation, general retail, business-to-business,
food industry, and construction. Business-to-business
and general retail make up over 46.5% of the City’s
sales tax base. However, the top five segments of the
City are restaurants, service stations, auto sales,

Business-to-Buiness

SALES TAX TOP SEGMENTS
Misc

2% General Retalil

2304 23.5%

Construction

10.8% Food Products

18.5%

Transportation
22.3%

building materials, and department stores.

On March 4, 2020, California Governor Newsom issued an Executive Order proclaiming a State of Emergency due to
the COVID-19 pandemic. On March 17, the City also declared a Local Emergency, which closed access to public
facilities such as libraries, recreation centers, and the Santa Ana Zoo. These and subsequent orders substantially

affected the local economy and City revenues such as Sales Tax,
Business License, and Hotel Visitor’s Tax. According to the State
of California Employment Development Department (EDD) May
2020 preliminary numbers, Santa Ana’s unemployment rate is at
14.7%, which is slightly higher than the prior peak of 13.8%
during the Great Recession in 2008. For FY20-21, the City has
been able to preserve existing service levels by using an
accumulated General Fund balance in excess of the City
Council’s Operating Reserve policy threshold (16.67% of annual
revenue). The FY20-21 budget maintains the Operating Reserve
and a $1 million balance in the Economic Uncertainty Reserve.
If the economy is slow to recover during the next 12 months, the
City will need to utilize other budget-balancing methods to
address the revenue shortfall for FY21-22.

UNEMPLOYMENT RATE

15%

10%

5%

0%

2017 2018 2019 May 2020

Preliminary

Prior to the COVID-19 pandemic, business for both the Main

Place Mall and downtown district had been waning, as evidenced
by declining sales tax revenue. The Main Place Mall has
submitted plans to the City for a complete renovation of the

property, to include retail, housing and entertainment. Completion of the OC Street Car is expected to increase
the number of visitors to the downtown district; and
the City has been working with local business to
improve branding and municipal code flexibility.

In December 2017, the City of Santa Ana received a
Federal Opportunity Zone designation of 11 census
tracts encompassing approximately 25% of the City.
The designation includes areas projected for future
development, including Willowick Golf Course, the
Santa Ana Regional Transportation Center, and the
route of the OCTA Street Car. The zones have the
potential to boost the local economy if developers
take advantage of the federal tax incentives by
December 2028. The City’s role is to create a
business- friendly, safe and attractive environment.
Each new business could create jobs and increase

sales tax revenue. Main Place Mall renovation plans
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LONG-TERM FINANCIAL PLANNING

Meeting the service level demands of the community, while ensuring the City’s financial stability, has challenged the
City to formulate new strategies to balance both. Some key elements in providing long- term stability includes:
implementation of innovation and efficiency measures, voter approval of Measure X, refinancing of existing debt to
save millions in debt service costs, evaluation of pension costs and continuing partnership with the Orange County
Fire Authority for the delivery of Fire and Emergency Medical services.

In November 2018, Santa Ana voters approved Measure X: the Santa Ana Neighborhood Safety, Homeless Prevention
and Essential City Services Enhancement Measure. Measure X became effective April 1, 2019 and levied a local 1.5%
sales tax rate, decreasing to 1.0% in 2029, then sunsets in 2039. In 2029, the City will lose $20 million of its revenue
base, and in 2039, the City will lose another $40 million of revenue. The tax pays for general city services including
emergency response, addressing homelessness, maintaining parks and providing youth services.

The City is currently analyzing strategies to reduce the annual cost of the employee unfunded pension liability.
Strategies under consideration include a reorganization of the liability with the California Public Employees
Retirement System (CalPERS) and refinancing the debt.

As a means to provide additional services to the community and reduce the burden on city finances, the City will
continue to research and apply for both Federal and State grant opportunities that are in alignment with the City’s
Five-Year Strategic Plan. In addition, as a part of the City’s long term planning the City has developed multiple
financial policies and best practices such as maintaining minimum reserve balances and developing a 10-Year General
Fund Outlook (see page B-15)

FINANCIAL POLCIES & PRACTICES

The material in this following section is based on longstanding City policies and practices, and recommendations
developed by the National Advisory Council on State and Local Budgeting whose founding members include the
International City and County Managers Association (ICMA), Government Finance Officers Association (GFOA) and
California Society of Municipal Finance Officers (CSMFO).

ANNUAL STATEMENT OF INVESTMENT POLICY

The objective of the Investment Policy is to outline the City’s investment guidelines, rules, and practices. The primary
goals of the City’s investment policy are:

e To assure compliance with all federal, state, and local laws governing investment of monies.

e To provide the safety of principal and sufficient liquidity.

e To provide an investment return within the parameters of the Statement of Investment Policy and

Investment Portfolio guidelines.

The Policy applies to all financial assets of the City, with the exception of Bond Proceeds. Finance and Management
Services Agency Treasury and Customer Service staff continually analyze the portfolio and act to safeguard assets
and maintain liquidity, while earning a reasonable rate of return.
On an annual basis, Treasury staff conducts an evaluation of the City’s Policy document to determine compliance
and applicable Federal and State regulations and with industry standards and best practices to determine if any
enhancements or newly adopted rules and regulations are required to be incorporated within the document. Based
on these regular staff evaluations period updates, revisions to the investment policy are recommended to the City
Council which adopts the policy annually.

BASIS OF BUDGETING

Budgets for all Governmental Funds are prepared on a modified accrual basis. This defines that revenues are
recognized as soon as they are both measurable and available. Revenues are considered available when they are
collectible within the period or soon enough thereafter to pay liabilities of the current period. For this purpose, the
City considers revenues to be available if they are collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expenditures related to compensated absences and claims and judgments, are recorded only
when payment is due.

LEGAL LEVEL OF BUDGETARY CONTROL

The City Council adopts the budget one fiscal year at a time. Per Section 609 of the City Charter, expenditures are
appropriated to offices, agencies, and departments (all functional departments, e.g. City Manager’s Office).
Therefore, the legal level of budgetary control is by functional department and fund. The City Council can amend
the budget throughout the year with a two-thirds vote of the Council.
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POLICIES AND PRACTICES

FINANCIAL POLICY STATEMENTS

Financial policy statements articulate the premises of City policy on various financial transactions the City encounters
in the course of its day-to-day operations. These policy statements are listed below by subject area.

Accounting, Auditing, & Financial Reporting Policies

e The accounting system will maintain the City’s financial records on a basis consistent with Generally
Accepted Accounting Principles (GAAP) applicable to local government.

¢ Afinancial report entitled Revenue Ledger Detail All Funds will be updated monthly to show revenue activity
by fund.

e A financial report entitled Expense Ledger Detail All Funds will be updated monthly to show expenditure
activity by fund.

¢ A financial report entitled Comprehensive Annual Financial Report (CAFR) will be prepared at the end of
each fiscal year to account for the City’s financial transactions for the year, including details of the actual
revenue received and appropriations expended by major types of funds.

¢ In accordance with state law, an Investment Report will be prepared on a monthly basis (submitted to City
Council on quarterly basis) to account for the amounts, placements, and yields of the City’s invested funds.

e Inaccordance with state law, an independent firm will perform an annual audit of the financial statements
of the City and issue an opinion thereon.

Operating Budget Policies

e The City will seek to avoid budgetary procedures that balance current expenditures at the expense of
meeting future years’ expenses, such as postponing expenditures, or rolling over short-termdebt.

e Budgetary and accounting procedures will conform to Generally Accepted Accounting Principles (GAAP) for
government agencies.

e Provisions will be made for adequate maintenance of capital facilities and equipment and for their orderly
replacement, within budgetary limits.

e The budget will provide for adequate funding of all retirement system in accordance with contractual
commitments.

e The City will maintain a budgetary control system to help City Staff adhere to the budget.

e The City will be held accountable for assuring that department expenditures stay within budget
appropriations.

e The City will submit quarterly reports to the City Council comparing General Fund actual revenues and
expenditures to budget amounts.

e All requests for City Council action which have a financial impact on the City and/or its various funds shall
be reviewed and approved by the Executive Director of Finance and Management Services before such
requests can be included in the City Council agenda.

e Requests for new and/or additional positions will only be considered during the City’s annual budget
process, except in those cases deemed to be of an emergency nature by the City.

e New positions and/or upgraded positions approved as of part of the budgetary process shall be reviewed to
determine the appropriateness of the assigned classification and/or salary structure.

e Where possible, the City will integrate performance measurements, service level and productivity indicators
in the City’s published budget document.

e The City will provide a financial impact analysis of all policy initiatives, service changes, and new pro- grams
or projects.

e The City will provide in the budget for adequate and orderly maintenance, repair, and replacement of
capital assets.

e The City will aggressively seek state and federal funds that are available for capital projects.

e Enterprise funds will remain self-supporting where ongoing revenue meets operating expenses

e The City of Santa Ana utilizes a modified accrual basis for Accounting & Budgetary financial purposes.

A-4



CITY OF SANTA ANA FINANCIAL POLICIES

=
Purchasing Policies

e Purchases must be in accordance with all federal, state, and municipal requirements. If there are no specific
requirements, purchasing is in the best interest of the City.

e Purchases must be impartial, competitive, and efficient.

e Purchases must be from the lowest priced and most responsible vendor. Qualitative factors such as vendor
reputation and financial condition will be considered, as well as price, for public works projects and service
agreement where the City wants to ensure construction/maintenance/service companies are reliable and
financially solvent.

e |t is preferable to purchase from vendors who maintain a place of business within the City, when the item
is of like quality.

Debt Management Policy

The City’s Debt Management Policy is intended to comply with California Government Code Section 8855(i),
which requires municipalities that issue debt to develop and apply debt management policies to ensure that
debt is issued and managed prudently. The policy applies to all the Santa Ana Issuers, which include the City of
Santa Ana, the Santa Ana Financing Authority, and the Successor Agency to the Santa Ana Redevelopment
Agency. The overarching objectives of the Policy are to:

e Ensure that all debt issuance is in alignment with the City’s Strategic Plan as well as the City’s Capital
Improvement Plan;

Determine appropriate use of debt financing & the purpose of the debt;

Establish parameters and specific limits for issuing debt;

Identify financing options & types of debt that may be issued;

Ensure cost-effective borrowing by minimizing debt service and issuance costs;

Ensure compliance with applicable state and federal laws;

Ensure full and timely repayment of debt service; and

e Maintain full and complete financial disclosure and reporting of debt.

Municipal Securities Disclosure Policy & Process

The purpose of this Municipal Securities Disclosure Policy (“Policy”) is to memorialize and communicate the
policies and procedures in connection with both the initial and annual continuing disclosure undertakings for
municipal securities issued by the "Santa Ana Issuers". Adherence to the policy ensures compliance with federal
securities laws, promotes best practices, and enhance the City’s internal controls and control environment.
The policy also established a Continuing Disclosure Committee, which has general oversight of the disclosure
process.

Revenue Polices

e The City will endeavor to maintain a diversified and stable revenue system to shelter it from short-term
fluctuation in any one revenue source.

e The City will estimate City annual revenues by an objective, conservative and analytical process.

e The City will prepare annually a multi-year financial outlook of the General Fund.

e The City will strive to establish user charges and fees to recover the cost of providing the services and
annually review the full cost of activities supported by user fees to identify the impact of inflation and other
cost increases.

e The City will set fees and user charges for each Enterprise Fund, such as water and refuse, at a level that
fully supports the total direct and indirect costs of the activity.

e The City will calculate the full direct costs of activities supported by user fees and consider such information
when establishing new user fees.

e Non-recurring revenues will be used only to fund nonrecurring expenditures.
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Strategic Priorities & Goals

Financial Stability

Protect and enhance revenue streams
while maintaining a healthy reserve balance
to provide for the expenditure of funds in
support of the long-term priorities of the
City's strategic plan.

Community Safety

Provide a sale environment for residents
and visitors while reducing crime and
addressing the impacts of homelessness on
our quality of life.

Modern Facilities & Infrastructure

Ensure maintenance and preservation of City
facilities and roadways tc better serve the
population and visitors.

Efficient City Services

Streamline the methaods of providing services
1o help ensure doing business with the City is
easier and more efficient.

Economic Diversification
& Expansion

Enhance economic vitality by growing
revenue streams, attracting quality jobs,
diverse businesses and desired amenities for

BALANCED BUDGET: Planned expenditures do not exceed expected revenues
for the next 10 years by controlling labor costs, focusing spending on primary
functions of the City and improving financial flexibility.

DEVELOPMENT: Entice developers to build attractive businesses and housing

Lo increase property values, resulting in an overall 10% increase in assessed
valuations over the next 3 years and increased tax revenue.

MODERNIZE: Reduce costs by 3% over the next 5 years by streamlining
administrative processes and providing easy-to-access online services to operate
efficiently.

Reduce the number of Santa Ana's Unsheltered
Homeless.

Reduce response times to emergency calls for
service.

Enhance public safety by reducing and
proactively targeting gang and violent crime.

Further implerment cormmunity-based policing
programming as a way of doing business; enhance transparency and community
engagement.

Focus on conternporary, best and next’

pracUCes of de-escalation and techniques to minimize liability through technology.

Implement programs and facility/infrastructure
improvements that will prevent crime and reduce the demand on Santa Ana Police.

PARKS MASTER PLAN: Develop and implement master plans for parks and
facilities.

INFRASTRUCTURE MASTER PLANS: Develop and implement master plans for
utilities, infrastructure, and roadways.

Enhance the City's capabilities to allow the
public to perform more services online.
Streamline policies and
processes for staff and residents to reduce the time it takes to complete City
services.

Aim to reach and engage all audiences
through a variety of communication outlets.

REDUCE HOMELESSNESS: Reduce the number of Unsheltered Homeless to
reduce the negative impacts of homelessness on the community and Lo ensure
Santa Ana is clean and safe.

INCREASE JOB OPPORTUNITIES: Increase the availability of quality jobs for
Santa Ana residents by attracting and retaining businesses.

TOURISM & VISITORS: Create jobs and increase City revenue by attracting
investrents in tourism-based development that showcases Santa Ana as an
international destination.

ECONOMIC DEVELOPMENT: Enhance Santa Ana's business-friendly
environment as a place where businesses thrive.
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SUMMARY OF THE MEASURE X LOCAL SALES TAX RERATE

In November 2018, Santa Ana voters approved Measure X: the Santa Ana Neighborhood Safety, Homeless Prevention
and Essential City Services Enhancement Measure. Measure X became effective April 1, 2019 and raised the City's
sales tax by 1.5% for 10 years, decreasing to 1.0% for the following 10 years.

During this period, a $100.00 purchase will include an additional tax of $1.50. Beginning April 2029, the tax decreases
to 1.0%. The tax sunsets after an additional 10 years, in 2039. Vital goods like groceries, gasoline, prescription
medications, and housing are exempt from this tax.

When passed, the estimate of Measure X revenue was approximately $60 million a year until 2029 and then $40 million
a year until March 2039. In FY2020-21 Sales Tax Measure X is expected to bring in $55 million; accounting for
approximately 18% of the General Fund Revenue.

SALES TAX BREAKDOWN

Prior to April 1, 2019 Effective April 1, 2019

L————————I

Use of Measure X

The ballot language called for the use of Measure X funds “To maintain effective 9-1-1 response; retaining firefighters
and police officers; addressing homelessness; fixing streets, maintaining parks, and youth and senior services, and
unrestricted general revenue purposes”.

The City’s Measure X captures a larger share of sales tax from online sales and less reliance on the transportation
sector in comparison to the State of California. Sales Tax was the most impacted revenue source by the pandemic;
however, Measure X sales tax captures online sales so the impact is anticipated to be minimal.

Measure X Spending by Category

Category FY19-20 FY20-21 FY 20-21
Recurring Recurring  One-Time Total

Maintain Effective 9-1-1 Response "¢ 2,145,163 '$ 3,360,000 $ - $ 5,505,163
Retaining Firefighters 1,804,582 1,869,973 - S 3,674,555
Retaining Police Officers 21,208,040 [ 7,461,048 - $28,669,088
Addressing Homelessness " 685,600 1,075,000 - S 1,760,600
Fixing Streets - - - S -
Maintaining Parks 3,014,292 - 100,000 S 3,114,292
Youth Services 940,415 - T - $ 940415
Senior Services - 5 - S

Subtotal: $29,798,092 $13,766,021 $ 100,000 '543,664,113
Unrestricted General Revenue Purpose 27,414,644 3,055,227 - $30,469,871

GRAND TOTAL: $57,212,736  $16,821,248 $ 100,000 $74,133,984 |
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CITY OF SANTA ANA MEASURE X
o

Some of the City’s goals related to the use of Measure X revenue follow:

Increase the efficiency & effectiveness of emergency response services by retaining firefighters, police officers and
paramedics - Police response time to priority one calls for service should decrease by 5% in FY2020-21. Additionally, the
number of youth programs offered by the police department are targeted to increase by 15%.

Address the homelessness epidemic - Santa Ana bears a disproportionately large burden of the homeless population in
the region. Using local revenue to address the issue will ensure that our residents will benefit directly from this
investment. The target for FY2020-21 police officers assigned to homelessness outreach an engagement will be a 25%

increase.

Fix and maintain roads and parks - Without adequate funding, the proportion of pavement rated "good" or "very good"

citywide is expected to decrease by 10%. The City needs to fund ongoing maintenance and enhancement efforts
to ensure our parks are safe and desirable for everyone.
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PERSONNEL AND STAFFING
FY 20-21 FY 20-21
Department FY 16-17 FY 17-18 FY 18-19 FY 19-20 Workforce Adopted
Changes .
City Manager's Office 10 10 10 10 0 10
Clerk of the Council 5 5 5 5 1 6
City Attorney's Office 14 15 15 15 0 15
Human Resources 25 25 25 27 0 27
Finance and Management Services 103 104 67 69 -7 62
Library 24 25 25 26 0 26
Parks, Recreation, and Community Servic 44 47 48 63 16 79
Police Department 617 618 584 616 2 618
Planning and Building 70 70 67 72 3 75
Public Works 158 166 202 224 10 234
Community Development 44 46 46 47 1 48
Information Technology 16 17 21 24 0 24
Total 1130 1148 1115 1198 26 1224
1240 FULL-TIME FUNDED POSITIONS
1220
1224
1200
1198
1180
1160
1140 1148
1120 1130
1096
1080
1060
1040
1020
FY 15-16 FY 16-17 FY 17-18 FY 18-19 FY 19-20 FY 20-21

The City continues to evaluate its operational
needs and the impact to the community and
has added 26 positions (an increase of 2%)
which plays a pivotal role in the
implementation of new and existing
programs. In addition, community input was
provided and resulted in the following
highlighted positions:

Enhance youth programming by adding
six additional recreation staff.

Increased staff levels for traffic and
development projects as well as increase
to inspection staff for capital projects.
Addition of an Economic Development Manager to provide oversight of business outreach, arts and culture, WORK
Center, and downtown district including parking.

In response to homelessness efforts, added supervision of clean-up team including staff and contractors.
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FY 20-21
ORGANIZATION CHART AND FULL-TIME EMPLOYEES

RESIDENTS OF THE CITY OF SANTA ANA

MAYOR AND CITY
COUNCIL

City Manager
10 Clerk of the Council

I
I—I

City Attorney

15 6

Parks, Recreation &

Finance &
Management
Services

62

Community
Community Services Library Public Works Police Department

79 26 234 618

Information

Planning &
Technology DevAelopment Human Resources Building
gency 27
24 48 75

FY 20 -21 Total Funded FT Positions: 1224 ]
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CITY OF SANTA ANA

BUDGET PROCESS

* November 21, 2019 - Budget Kick-Off and Budget Assumptions
* December 3,2019 -Frst Quarter FY2019-20 Update
* December 17, 2019 - Approval of Budget Calendar

* February 18, 2020 — FY 2013-20 Mid-Year Budget Presentation

G
£ 5 3
iﬁ,ﬁj“gﬁ?;ﬁﬁ! 1”‘ "\« March 26, 2020 — Community Budget Meeting FY 2020-21
i N Al
: 1 v
- v
o

+ April 2020 — Meetings with City Departments
+ April 21, 2020 — Budget Update and Direction for FY 2020-21

May 19, 2020 — City Council Work 5tudy Session on FY
2020-21 General Fund Budget and Capital Improvement
Plan (CIP)

/

BUDGET PROCESS
Fiscal Year2020-21

* June 2, 2020 — Draft City Budget

* June 16, 2020 — Public Hearing on FY 2020-21 City
Budget, Miscellaneous Fees, CIP and Personnel
Resolution

+ July7, 2020 — Adoption of City Budgetand CIP
*+ New Fiscal Year Begins
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CITY OF SANTA ANA BUDGET PROCESS

O

BUDGET PROCESS DETAIL

The City’s annual budget is prepared for a July 1t to June 30™ fiscal year. The budget process is a perpetual and
iterative operation that includes phases of formulation, adoption, implementation, adjustment, and oversight
throughout the year.

¢

Budget instructions and budget assumptions (labor costs, internal charges and indirect costs) are distributed to all
departmental Budget liaisons to incorporate within their respective Budgets.

The first funds to be forecasted are the internal funds due to the impacts of the internal charges on general,
enterprise, grants and other restricted funds.

From March to April, the budget team meets with department representatives to review, discuss & plan the
anticipated goals such as Supplemental Budget Requests including workforce changes, Proposed New, Modified or
Deleted Miscellaneous Fees, and overall Budgets for the upcoming Fiscal Year.

Community budget meetings are held in the months of March and April. Information about the General Fund
revenues, Capital Improvement Program and the budget process is provided and community input is gathered.

In the month of May, the City Manager presents a long-term financial outlook. The purpose of the outlook is to ensure
that the City’s financial environment is stable, efficient and transparent, and to ensure the organization’s long-
term financial viability. The City’s General Fund forecast takes into consideration several economic indicators, trend
analysis, judgmental forecasting, and expert opinion of the City’s consultants.

The Capital Improvement Program is presented to the Planning Commission. The Community Development Block Grant
budget is adopted by the City Council. Based upon the City Council budget priorities, the Executive Management
Team reviews operating budgets and Capital Improvements Program requests.

The budget team evaluates and prioritizes the program requirements, determines funding availability and develops a
balanced budget. Final budget decisions are made according to the purpose, vision and goals of the City.

In the months of April—June, the City Manager conducts individual meetings with each City Councilmember for review
of the budget and economic conditions overview. The purpose of the sessions is to support the preparation of the
upcoming City Budget and provide a status of the current year’s budget and preliminary projections of General Fund
revenues and expenditures.

Public hearing notice is published in a local publication in the month of May. The proposed budget is presented to
the City Council during the public hearing and any new changes are incorporated into the budget. Copies of the line-
item budget, as presented in this document, are available to the public in the Clerk of the Council’s Office, Main
Library, and the City’s website at https://www.santa-ana.org/finance/budget.

After the conclusion of the public hearing, the City Council may further consider the proposed budget and make any
revisions thereof that it may deem advisable. On or before the 30th day of June, the City Council meets to adopt the
proposed budget, as amended, by the affirmative vote of a majority of the seven-member Council. The City Charter
requires the City Council adopt a budget no later than July 31. Upon final adoption, the budget will be in effect for
the ensuing fiscal year. The adopted budget becomes the authority for the various departments to expend
appropriations, subject to controls established by the City Charter. A copy of the adopted budget, certified by the
Clerk of the Council, must be reproduced and copies made available for the use of all officers, offices, departments,
and other agencies of the City and for the use of civic organizations.

The City can amend the budget during the fiscal year by an appropriation adjustment. This action requires a
supermajority Council vote, or least five affirmative votes. The need to amend or adjust the budget typically arises
in response to unforeseen circumstances or events. If the request for an appropriation adjustment is a shift of budget
between two different departments and/or involves more than one fund, City Council approval is required. The City
Manager has the authorization to amend City Council-approved appropriations if the amendment is to shift budget
within a single department and fund. The City Manager is not authorized to increase the overall budget.

- Hold Department -Clty Council
Meetings Adoption of Budget
- Conduct Community and CIP

Budget Meetings

- Develop Budget -Presentation of -Beginning of New
Assumptions Proposed Budget and Fiscal Year
- Present Budget Capital Improvement
Calendar Program (CIP)

9

-
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CITY OF SANTA ANA BUDGET MEETINGS
r

Participants

@ rvi718(170) @ Fy18-19(149) @ FY19-20(153)

BUDGET MEETINGS SUMMARY

# of Participants at
Community Budget Meetings

Key Topics

Street Im rovement
250 park;' afety

COVID-19 Pandemlc

FY 17-18 (170} FY 18-19 (149) FY 19-20 (153) FY 20-21 (418)
YouTube Views

Fiscal Year .
Recurring Comments

P Residents were concerned with safety issues at
= = B gy ooy :
a ﬁ parks, releasing inmates from jail, and graffitti.

Questions regarding how the COVID-19 pandemic

FY 20-21 (418) YouTube Views

will impact capital projects, community input on

Public Comment Outlets budget, and revenues.

Constituents would like Measure X revenuge to be

used for security park contracts, trees and meridian

@

improvements, and youth programs.

Residents would like an emphasis on reducing the

1 OO 0+ 1 7 0 ? i homelessness population and preventing more

shelters from being built in the city.

Emails Comments

Comments at City Council and
Community Budget Meetings

Many inquired on street improvement projects such as
the Bristol Widening project and repairing allies.

In order to achieve a transparent and community-oriented budget, city staff holds community budget
meetings. The primary goal of these meetings is to seek input on community spending priorities for the
upcoming fiscal year.

To prioritize safety during the COVID-19 Pandemic, the Budget Office hosted a Virtual Community Budget
Meeting during the Com-Link Forum on March 26, 2020.

Residents were encouraged to participate over the phone and via email.

To view the Community Budget Meeting, residents may visit the City’s YouTube Site at
https://www.youtube.com/user/SantaAnaLibrary.

The presentation covered overview of the FY2019-20 General Fund budget, Measure X revenue and service
enhancements, and 10-year fiscal outlook.

This meeting was held in accordance with the Sunshine Ordinance, which implementsadditional measures
aimed at making city government more transparent.
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BUDGET TERMINOLOGY

To enhance understanding of the City’s budget, we have provided a list of key terms and acronyms
frequently mentioned in the Budget presentations and discussions.

Accounting Unit: How the city accounts for each functional program.

Account Code: Expense or Revenue by purpose.

Appropriation: A City Council budgeted expenditure.

Budget: The City Council spending plan for each fiscal year.

CAFR (Comprehensive Annual Financial Report): Contains the audited of financial statements and

other financial data for each fiscal year.

CalPERS (California Public Employees’ Retirement System): The defined— benefit pension system

for city employees. Both the City and its employees contribute to plan funding.

CIP (Capital Improvement Program): A plan for capital expenditures for street, park and traffic

improvements and other capital programs. The seven-year CIP is a separate document adopted by the

City Council.
Debt Service: Payment for principal and interest on a City’s debt obligation such as outstanding bonds.

Expenses and Expenditures: Money paid out for goods and services.

Fiscal year: The 12-month budget calendar beginning July 1 and ending June 30 of the following year.
Fund: A separate set of books to account for each type of restricted revenue.

Fund Balance: Assets minus liabilities, and a measure of resources available.

General Fund: The primary operating fund of the City, which accounts for unrestricted revenue.

Reserves: Money accumulated to be used primarily for emergencies, cash flow, and unexpected

economic downturns.

Restricted Revenue: Money that has spending restrictions imposed by law or another governmental

agency.
Revenue: Money the City receives (income).

Revised Budget (Adjusted Budget): — The current budget adopted by the City Council, including any

Council approved modifications authorized throughout the year.
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Citywide Appropriations

City Council appropriations of resources are budgeted expenditures. Citywide appropriations across all funds for FY 2020-21
amount is $669.9 million (M) and the pie chart below illustrates the different areas of expenditures. This does not include
internal service funds, which account for costs charged between departments. Total appropriations this upcoming fiscal year
increased by 3.7% when compared to FY 2019-20 primarily due to increases in the General Fund as a result of continuing
contractual obligations, such as the increase for contracted fire service and the employee pension contribution.

An illustration of the citywide budget, by fund type, is show below. Examples of spending for each fund type follow.

e The unrestricted General Fund is the largest segment of the budget with appropriations and transfers to other funds
totaling $325.9 million or 49% of the citywide total. The City uses its unrestricted revenue primarily for Public Safety,
Recreation, and Administration.

e  Enterprise Funds, funded by user fees, represent 22% and is the second largest budget segment of the citywide
budget. Programs funded from the Enterprise Funds include Water ($76.2M), Refuse ($14.9M), Sanitary Sewer
(58.0M), Sanitation ($8.3M) and Parking Operations ($5.4M).

e  Grant Funds from other government agencies and Other Restricted Funds represent a combined 17% of the citywide
budget. Programs funded by grants include Housing Authority ($42.7M), Community Development Block Grant
(57.2M) and the Workforce Investment Act ($3.1M). Programs funded by Other Restricted Funds include Inclusionary
Housing (56.1M), Gas Tax (514.5M), and Civic Center Maintenance ($8.8M).

e Capital Funds and self-restricted General Fund money represent a combined 12% of the citywide budget. Programs
funded by Capital Funds include Traffic Safety Management Program ($12.6M), Sanitary Sewer Capital ($10.9M) and
Measure M2 ($15.2M). Programs funded by self-restricted General Fund money include Cannabis Public Benefit
(56.8M), City Services (54.2M) and the Fire Facilities Fund ($1.0M).

Adopted Citywide Budget: $669.9M

Other Restricted Funds,
$42 2M, 6%

) Grant Funds,
Special Revenue - GF,

$12.9M, 2% $75.8M, 11%
General Fund, $325.9M,
Enterprise Funds, 49%
$146.9M, 22%

Capital Project
Fund, 566.3M,
10%
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General Fund Revenue

Source Overview

General Fund revenue can be used for any purpose; and include voter approved taxes, fees charged to users for
specific services (e.g. building plan check and recreation facility rental), and fines. This narrative section includes
detailed information for Sales Tax, Property Tax, Utility Users’ Tax, Hotel Visitors’ Tax, and Business Tax, which
represent 70% of General Fund revenue.

Adopted FY 20-21 General Fund Revenue:
$307.4M

Other GF Revenue,
22%, $67.M

Cannabis Revenue,

Hotel Vistor's Tax,
2%, $5.7M

Business Tax, 3%, _
$9.2M

Jail Revenue, 5%, —
$16.5M

Utility Users' Tax, /

8%, $24.3M

Revenue Overview

FY 19-20 General Fund revenues are projected to fall short of the adopted budget by $12.3M as a result of the
COVID-19 pandemic and California’s Stay—At-Home order, which resulted in temporary closures of shopping
centers, dine-in restaurants, and other non-essential businesses. The projected General Fund revenue for FY 20-
21 is $307.4 million, representing a decrease of $9.3 million, or 2.93% in comparison to FY 19-20 adopted budget.



Sales Tax

The State of California’s Department of Tax and Fee Administration (CDTFA) collects sales tax from merchants and disburses
it to counties and cities on a quarterly basis with advances paid monthly. CDTFA provides quarterly adjustments to reflect

the actual funds collected. Sales tax is the tax applied to the sale of tangible personal property. All cities in California,

including Santa Ana, receive 1.0% of the sales tax per state law (the Bradley-Burns Act allocation). The City of Santa Ana also
receives 1.5% from the local voter-approved Measure X. A summary of the entire 9.25% sales tax rate in Santa Ana follows.

Sales Tax Rate

State 6.00%
County 0.75%
City (Bradley-Burns) 1.00%
Subtotal Base Rate 7.75%
City (Measure X) 1.50%
Total Santa Ana Rate 9.25%

Reminder: Measure X decreases to
1.0% in 2029, and sunsets in 2039

Sales Tax revenue can be a barometer of the economy. Based on multiple fiscal years trends, year-ending sales tax receipts,
anticipated impact of the worldwide COVID-19 pandemic, and assistance from Avenue Insights LLC., the City anticipates
receiving $98.1M in Sales Tax revenue for FY 20-21. The decline in sales tax revenue is approximately $10.4 million or about
9.6% compared to FY 19-20 Revised Budget. The decrease in sales tax revenue is due to worldwide COVID-19 pandemic
&California’s Stay-At-Home orders, which affected revenues beginning March 2020. The Sales Tax trend chart below, and
the revenue trend charts that follow, include 14 years of activity to allow comparison between the 2008 Recession and the
current COVID-related Recession. Measure X became effective April 1, 2019, accounting for the dramatic increase of revenue
from FY18-19 to FY19-20.

é $140
=
5120
$108.6
S $98.1
- &
$100 N
580
$60
540
$20
FY 07-08 FY 08-09 FY 09-10 FY 10-11 FY 11-12 FY 12-13 FY 13-14 FY 14-15 FY 15-16 FY 16-17 FY17-18 FY 18-9 FY 19-20 FY 20-21
Actuals Actuals Actuals Actuals Actuals Actuals Actuals Actuals Actuals Actuals Actuals Actuals Revised Adopted
Budget Budget
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Property Tax

The property tax is an ad valorem tax (a tax levied according to the value of the property) imposed on real
property, which includes land and permanently attach improvements such as buildings and tangible personal
property with the state of California. Three County agencies are involved in the administration of the property
tax: The Assessor, the Auditor-Controller and the Tax Collector.

Increases in property taxes result from property changing ownership, new construction, and a maximum annual
increase of two percent in property assessments. Using trend analysis and City’s consultant projections, the City
expects to receive $75.9M for FY 20-21, a 4.0 percent increase over the prior year’s receipts.

Property Tax has had steady growth over the last couple of years. It is averaging a 3.9% increase over the last ten
years. More recently, the tax has grown slightly over 4%. Property Tax is the second largest General Fund revenue,
and steady growth is a positive sign for the City. The County Assessor based FY20-21 assessed values on activity
that had largely occurred prior to COVID-19. If the pandemic has an effect on property tax assessments, the City
may see a revenue decrease for FY21-22.

Property Tax Trend
2 $80 $75.0
o
2 415 $727 _ 4
E $70.2 -
$70 $67.0
$63.5 )
$65 $61.0 City =17%
$58.4 $58.3 $58.4
$60 $56.3 Countywidd
$53.9 d =g o
$55 $53.1 $51.8 $52.3 F 2 Agencies
| ¢ | — = 17%
$50 9
1% Property Tax Base Levy Rate
545 MR B
F £k Education 5
540 Z 64%
$35 =
$30 R
FYO07-08 FYO08-09 FYO09-10 FY10-11 FY11-12 FY12-13 FY13-14 FY14-15 FY15-16 FY16-17 FY17-18 FY18-19 FY19-20 FY20-21
Actuals Actuals  Actuals Actuals Actuals Actuals  Actuals Actuals  Actuals Actuals  Actuals Actuals Preliminary Adopted
Budget
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Utility Users’ Tax

The City imposes a Utility Users’ Tax (UUT) on every account for utility service within the City. Utilities subject to
the tax include electricity, gas, water, telephone, cellular, and international calls. Individuals and entities using
these utility services pay a City tax rate of 5.5% on all charges made for such services. The City anticipates
generating $24.3 million in UUT revenue for FY 20-21. The estimated UUT accounts for 8% of the General Fund
revenues.

The UUT has been an area of concern for the City. UUT revenue had a steady decline, on average of 1.5% (for the
last nine years). The steady decline was due to numerous reasons such as a shift in consumer behavior, reduction
in consumption, and the California Climate Credit part of the state’s Cap-and-Trade Program. Unfortunately, due
to the worldwide COVID-19 pandemic & California’s Stay-At-Home orders, FY 19-20 saw a greater decline of 3.5%
(based on preliminary figures). Although the impacts due COVID-19 are difficult to gauge, the city projects an
increase of 8.0% for FY 20-21 as individual usage of utility services is anticipated to temporarily increase due to
California’s Stay-At-Home orders.

Utiltiy Users Tax Trend

$30.0

$28.1 $27.7

$28.0
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$26.1

$26.0 $25.3 $25.0  saa0  $25.1
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$23.9
$24.0 $22.7
$21.7

$22.0
$20.0
$18.0
$16.0
$14.0
$12.0
$10.0

FYO07-08 FYO08-09 FYO09-10 FY10-11 FY1l-12 FY12-13 FY13-14 FY14-15 FY15-16 FY16-17 FY17-18 FY18-19 FY19-20 FY20-21

Actuals Actuals Actuals Actuals Actuals Actuals Actuals Actuals Actuals Actuals Actuals Actuals Preliminary Adopted
Budget
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Business License

The business license tax is a non-regulatory tax imposed for the privilege of conducting business within the City
boundaries. The tax has three different categories: a percentage of gross receipts (total amount of the sale price
of all sales), variable flat rate for professional services (based on number of vehicles, vending machines,
professional staff, associates, etc.) and flat rate for other businesses depending on the type of business (e.g.
contractors). Business License revenue is the fifth largest General Fund revenue source and accounts for 3% of the
General Fund revenues. There are approximately 31,000 business licenses and the City anticipates generating
$9.2 million in Business License revenue for FY 20-21. The sharp decline in revenue is due to the worldwide COVID-
19 pandemic & California’s Stay-At-Home orders which resulted in the temporary and permanent closures of
shopping centers, dine-in restaurants, and other non-essential businesses.

Business Licenses Trend
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Actuals Actuals Actuals Actuals Actuals Actuals Actuals Actuals Actuals Actuals Actuals Actuals Preliminary Adopted
Budget
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Hotel Visitors’ Tax

The City imposes a Hotel Visitors’ Tax (HVT) on individuals for the privilege of occupancy in any hotel, motel, inn,
etc. within the City when staying 30 days or less at the rate of 11% of the rent charged by the operator. The hotel
operator is responsible for issuing a receipt for payment from each visitor.

The HVT comprises approximately 2% of the General Fund revenues. For FY 19-20, HVT revenue is projected to
end the year approximately $2.4 million, or 24.8%, under budget due to COVID-19 pandemic and California’s Stay—
At-Home order. For FY 20-21, the HVT estimate is $5.7 million, which is another 19.8% decrease from year-end
projection for FY 19-20. The City will continue to evaluate the HVT, its trend and the industry.

Hotel Visitor's Tax Trend ;
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Actuals Actuals Actuals Actuals Actuals Actuals Actuals Actuals Actuals Actuals Actuals Actuals Preliminary Adopted
Budget



General Fund Expenditures

General Fund appropriations for FY 20-21 total $325.9 million, which represents a 3.1% increase over FY 19-20, primarily due
to continuing contractual obligations, including fire service and employee pension costs. A summary of department
appropriations is included in the General Fund summary.

Public Safety (Police and Fire) represents 56% of the General Fund appropriations, an equivalent of $183.4 million. The FY 20-
21 Public Safety total represents a $6.2M or 3.5% increase over FY 19-20. The increases in the public safety budget are due
to funding for various contract increases including the Orange County Fire Authority (OCFA) (53.8M) as well as continued
funding of eighteen Police Officer positons added in December 2019 ($2.8M).

The services and programs provided by the Parks, Recreation and Community Services Agency (PRCSA) is the second largest
spending segment of the General Fund. Increases include fifteen additional staff positions to provide services (over $1.0M),
and one-time funding for a Parks Master Plan (50.1M). The FY 20-21 budget segregates Library Services as a department, and
includes funding for a new Library Operations Manager.

The Public Works Agency appropriations increased by $1.7 million or 13% when compared to FY 19-20. Increases include the
Crossing Guard contract (50.8M), sidewalk repair (50.5M), and the homeless services contractor ($0.5M). The Public Works
department will be implementing a dedicated citywide concrete replacement program as well as begin drilling of the
Washington Groundwater Well, the first new water well in over 10 years.

The Planning & Building Agency’s appropriations increased by 14% compared to FY 19-20. This was primarily due to the
transfer of the Animal Services division from the Police Department ($3.2M), and additional funding for contract planners to
assist with complex projects and improve customer service (50.2M).

Other highlights of the General Fund budget include:

e  Cannabis Tax Revenue self-restricted and set-aside for youth and enforcement services ($6.8 M);
e  Addition of twenty-six full-time positions across all departments;

e  Ongoing funding for the Universal Legal Defense Fund ($0.1M) and Family Justice Center ($0.2M);
e Development of a comprehensive citywide parking plan ($0.2M); and

e Additional contract services dedicated to abating the impacts of homelessness ($0.5M).

Other*, 6%, $18.3M

Parks & Rec, 7%, $22.5M
*Other includes: Transfer to

Cannabis (56.8M), Civic Center
(51.2M), SARTC (51.1M), Loan

Public Works, 5%,
$14.8M

Planning & Building, 5%,
$15.M

_Finance, 3%, $9.3M

Transfer for Debt
Payment, 3%, $9.M

General Government**,2%, $6.5M

Library, 2%, $5.5M
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Repayment to WC (50.3M), Non-
Dept. ($1.2M), CDA ($3.6M), HR
(52.9M), Bowers (51.5M) &
Labor Concession Savings (-
$0.2M)

**General Government includes
City Attorney (S3.0M), City
Manager (51.7M), Clerk (51.4M)
& Legislative (50.5M)




General Fund Expenditure Trends

Santa Ana, similar to other cities in California and across the country, has to balance service delivery and competing priorities
with rising costs and limited resources.

The ten-year General Fund expenditure average increase is 5.2%. This reflects the outsourcing of the Fire Department to
OCFA in FY 12-13 and a reduction in the City’s workforce in FY 12-13. In 2019, there was a dramatic increase in the expansion
of services due to voter approval of a local sales tax measure.

General Fund Expenditures
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Public Safety Trends

The City’s unwavering commitment to Public Safety is a top priority while seeking alternative service delivery models to
contain costs. In FY 12-13, the City outsourced its Fire Department to the Orange County Fire Authority (OCFA). The last five
years average cost increase was 6.2%, reflecting labor cost increases and aggressive recruitment practices. Compared to
other cities, the Santa Ana police department has less sworn officers as a ratio to population. See table below.

$250 Public Safety Expenditures
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Ratio of Officers per 1,000 Residents

City Current Population | Total Officers Per 1,000*

Los Angeles 4,015,936 9,985 2.49
San Francisco 896,047 2,108 2.35
Oakland 435,224 792 1.82
Long Beach 463,218 806 1.74
Sacramento 521,769 799 1.53
Fresno 538,047 810 1.51
Stockton 316,996 412 1.30
San Diego 1,447,100 1,834 1.27
Riverside 336,285 409 1.22
Anaheim 352,911 427 1.21
Santa Ana 330,389 366 1.11
Bakersfield 390,233 405 1.04
San Jose 1,033,673 959 0.93

Average: 1,547 2.00

4|

Current Population Data: https://worldpopulationreview.com/states/california-population/cities/

Formula:_Sworn/Population= X; X (1000) =N (Source: https://www.njsp.org/info/ucr2000/pdf/calc_ucr2000.pdf)

Total Officers Data: Various sources Western States average for populations of 250,000 or greater (per 1,000 residents) — 1.8 officers per 1,000 residents
The Western States Region includes the following states:

Mountain: Arizona, Colorado, Idaho, Montana, Nevada, New Mexico, Utah, Wyoming

Pacific: Alaska, California, Hawaii, Oregon, Washington
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Labor Cost Trends

The City’s labor costs represent over two-thirds of total expenditures. Increases include mandatory employee pension
contributions, negotiated salary increases, and the addition of staff to expand service levels. The average cost increase for
the last five years is 7.3%.
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Employee Pension

The City contracts with the California Public Employee Retirement System (CalPERS) to manage the employee defined benefit
pension plan. The following table summarizes facts at a glance for both the Public Safety plan and the Miscellaneous plan (all

other employees). Plan benefits for Public Safety retirees are higher than benefits for Miscellaneous retirees.

FY19-20

FY20-21

Normal Cost contribution for current-year benefit accruals,
calculated as a percentage of wages.

Public Safety 22.364%
Misc 10.979%

Public Safety 23.581%
Misc 12.072%

Required annual payment to reduce Unfunded Liability. The
amounts presented here reflect upfront payment in July of
each fiscal year to obtain a 3.5% discount.

Public Safety $22,644,532
Misc $20,634,484

Public Safety $25,351,433
Misc $22,612,766

June 30, 2018

June 30, 2019

Unfunded Liability = accrued liability for benefits already
earned, less the market value of assets invested to pay for
those benefits.

Public Safety $388,022,674
Misc $293,073,666

Public Safety $404,723,211
Misc $302,181,994

Funded Ratio = accrued liability, divided by the market value

Public Safety 66.6%

Public Safety 66.0%

of assets. Misc 68.0% Misc 68.1%

Each time actual results do not meet CalPERS assumptions, the unfunded liability and required contributions will increase. In
addition to recent changes in CalPERS methods and assumptions to strengthen the longevity of the pension system, recent
CalPERS investment results have not met expectations. For example, CalPERS assumes it will earn 7% on its investment
portfolio, and the rate of return for FY19-20 was only 4.7%. The 2021 update to the pension outlook will reflect the less-
than-expected investment return for FY19-20.

CalPERS Contributions in Dollars
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Ten-Year General Fund Financial Outlook

The Ten-Year Outlook is created by taking the current budget structure, applying an inflationary adjustment for the following
nine years (Consumer Price Index as forecasted by the California Department of Finance), and including the quantifiable
future events listed below. It is a tool to understand what may happen to the General Fund budget structure in the future,
and to help the City to make course corrections to maintain a balanced budget.

Annual revenues and expenditures increase by CPI as forecasted by the California Department of Finance (3.7% for FY
21-22 and 2.8% thereafter).

An assumed $4.8M reduction of property tax revenue in FY 21-22, resulting from decreased property sales and
assessments due to COVID-19.

Measure X sales tax rate decreases from 1.5% to 1.0% in 2029.

Expiration of the Vehicle Incentive Program ($500 sales tax rebate for residents) in 2024.

Removal of current year non-recurring items from the budget in future years. Years 2-10 only include recurring revenue
and expenditures.

Increasing pension contributions based upon information provided by CalPERS.

Retirement of police facility debt in 2024.

Ten-Year General Fund Outlook
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Estimated Spendable Fund Balances
Fiscal Year 2020-2021

Reimbursement of

Fund Fund Name Estimated Beginning FY 20-21 Estimated Prior Year EY 20-21 Transfers In FY 20-21 Total FY 20-21 A.dopted FY 20-21 Transfers EY 20-21 Total Uses Change in Fund Estimated Ending
Number Balance Revenues ) Resources Expenditures Out Balance Fund Balance
Expenditure
OPERATING
011 GENERAL FUND 70,822,050 307,392,970 307,392,970 307,026,470 18,921,560 325,948,030 (18,555,060) 52,266,990
General Fund Total 70,822,050 307,392,970 - 307,392,970 307,026,470 18,921,560 325,948,030 (18,555,060) 52,266,990
SPECIAL REVENUE - GF
012 CANNABIS PUBLIC BENEFIT 4,068,683 - 6,766,700 6,766,700 6,766,490 6,766,490 210 4,068,893
016 CASp CERTIFICATION AND TRAINING FUND 166,922 85,000 85,000 85,000 85,000 - 166,922
021 PRCSA CATV FUND 1,069,424 253,000 253,000 253,000 253,000 - 1,069,424
022 LIBRARY FEE/PRCSA FEE AND DONATION 562,256 - - 45,200 45,200 (45,200) 517,056
051 CAPITAL OUTLAY FUND 565,597 200,000 292,000 492,000 492,000 492,000 - 565,597
053 CITY SERVICES 793,847 3,776,450 3,776,450 4,241,650 4,241,650 (465,200) 328,647
120 FIRE FACILITIES FUND 1,285,933 800,000 800,000 960,000 960,000 (160,000) 1,125,933
121 SPECIAL REPAIR/DEMO