FISCAL RESILIENCY
PLAN UPDATE

April 21, 2020

City Council
Fiscal Resiliency Plan Update
■ Response to Economic Impacts of COVID-19
– Immediate impact now and through the Summer
– Recovery is expected to be slow
– Recovery is expected
■ Address significant losses to City revenue sources
– Major losses in city revenues (sales tax, hotel tax, and program fees)
– Governor Newsom’s Executive Order N-40-20
– Federal and State aid is coming but unlikely to address loss of tax revenue
– FEMA does not cover “economic loss”
– Recent federal stimulus provided aid to cities over 500,000.
– State to decide if it shares aid with local municipalities
■ Identify citywide measures to address declining revenues

Leadership Approach
■ When the pandemic has passed, the City of Monrovia will serve as an example of “how to
do things right”
– Taking care of our employees
– Financial management
■ Make difficult decisions now to prevent, delay or hinder other decisions– Current planned approach does not include layoffs, furloughs or staff reductions
– Future approach could include layoffs, furloughs or reductions
■ Must communicate effectively
■ Must manage expectations
■ Show our values by our actions
– Humble, Hungry, Loyal & Smart

Adopted March 17th, 2020

Property Tax
■ April 2020 Property Tax Payment is an 85% advance on property tax collections
– As of Friday 17th, payment was a little more than 6% of what we estimated
(4.7% increase). Represents $100k more than budgeted
■ Property taxes become delinquent on July 1st. May and July Payments WILL BE
impacted
– During Great Recession, delinquencies were highest ever at 5%
– Estimate delinquencies to be approx. 1%

Sales Tax
■ Q1 and Q2 is historically about $800k per month in Sales Tax Collections
■ Top 25 sales tax producers in Monrovia –
76
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Sales Tax (cont.)
■ Top 25 producers equal 68% of total per quarter
■ HdL Consensus Forecast for Q1 and Q2 –
April 1, 2020
Forecast

April 9, 2020
Forecast

Autos/Transportation

-38%

-67%

Building/Construction

-7%

-47%

Business/Industry

-30%

-45%

Fuel/Service Stations

-23%

-60%

Food/Drugs

+10%

+10%

General Consumer Goods

-34.5%

-60%

Restaurants/Hotels

-29.5%

-70%

State & County Pools

+37%

+25%

Category

Sales Tax
■ Range of Top 25 is $350k to $10k per quarter
■ Top 25 sales tax producers in Monrovia –
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Executive Order
■ Effective April 2, 2020, small
business taxpayers, those
with less than $5 million in
taxable annual sales, can take
advantage of a 12-month,
interest-free, payment plan for
up to $50,000 of sales and
use tax liability.
– Significantly reduces
cash flow
■ This affects every single
business in Monrovia except a
small handful.
■ We could possibly see
nominal sales tax revenues
when we normally see approx.
$800k-$900k per month

Sales Tax Forecast – April 14th

Transient Occupancy Tax (Hotel Tax)
Hotel Operator comments from informal City survey

■ They are down 70% compared to last year due to cancelations they’ve seen in March
and are seeing in April.
■ Spoke with receptionist and her feedback was that business has slowed down
significantly.
■ Business has slowed down tremendously from around 80-100% occupancy to now
15% occupancy due to a lot of cancellations
■ Hotel has been very slow to the point that their GM had considered closing the hotel
until further notice (yet wasn’t able to because of franchise restrictions). She
indicated their occupancy has been around 20%, compared to 90% around this time
of year. This week alone, they have dropped down to 9% occupancy due to all the
cancelations.

TOT (cont.)
■ Indicated that they still have a lot of guests since they have extended stays over 30
days where people live there. However, they are experiencing a reduction in
occupancy.
– Extended stays DO NOT PAY TOT
– County is using federal stimulus funds to house people in hotels. County is
exempting itself from paying TOT
■ Business has slowed down tremendously due to cancelations
– Operator is first to ask for TOT payment extension

Fees for Service
■ Fees for service expected to be impacted
■ Closures of City facilities
■ Cancelled programs, activities and events
■ Community is encouraged to remain “Safer at Home” and not participate in nonessential activities

Fees for Service
City Attorney
City Clerk
City Council
City Manager
Community Development
Community Services
Finance Operations
Fire
Human Resources
Non-Departmental
Police
Public Works
Grand Total

March_2019

19
70
8,584
83,814
177,588
22
70,258
1,125
341,481

March_2020

204
22
4,199
33,525
123,381
15,141
45,162
8,356
229,990
-33%

Feb_2019

90
11
2,672
32,181
160,242
11,201
2,700
209,097

• Excludes Lease Revenue from one-time lease revenue in 2019
• To date, we temporarily suspended other revenue–related activities including • Parking enforcement
• Late payment penalties
• Collections of delinquent accounts

Feb_2020

75
6,731
49,956
68,724
35
17,309
11,056
153,885
-26%

Globally…
■

CalPERS loses $69 billion in biggest market losses since Great Recession
– From record high of $405 billion to $335 billion in one month –17%
– As of 4/8/20, CalPERS reported YTD earnings of -4% ($355.2B in assets)

■

Small businesses have ‘a million questions’ about paycheck relief loan as applications come due
–

Bank of America sees booming rescue loan demand, with applications for nearly 10% of
program

■

Auto Sales. “The automobile is one of the single most expensive consumer purchases people
make,” she said. “When you can’t leave your house, it’s very difficult to do that.”

■

Construction Lenders Are Open For Business Amid COVID-19 Disruption

National Unemployment
■ 3/28/09 – 665,000
■ 3/21/20 – 3,307,000
■ 3/28/20 – 6,900,000
■ 4/04/20 – 6,600,000
■ 4/11/20 – 5,245,000
COVID-19
5 week total: 22,052,000

Unemployment (cont.)
■ "Further job loss expected in coming weeks is very likely to push unemployment
above 10%, even taking account of a potential steep decline in the labor force
participation rate, as some displaced workers are neither furloughed nor looking for
work." – March 26th
■ 22 million have lost their jobs over the past rate likely nearing 18%month—real
unemployment - April 16th

■ 37,118,000 unemployment claims were filed during the 2008 recession

Overview of City’s General Fund
Forecast
■ Estimate $2.6m revenue loss thru June 30th. Losses in – Sales Tax
– Hotel Tax
– Property Tax delinquency is possible
– Fees for Service
– Fines and Fees
■ Revenue loss is happening over 3.5 months
■ City relying on forecasts and assumptions

City of Monrovia Debt Issues
Bond
Name

FY 19-20
Debt
Service

FY 19-20
Expected
Revenues

Measure R & Proposition C Bonds

$788,106

$1,101,985

Water Bonds

$1,520,494

$12,909,333

Sewer Bonds

$610,468

$1,545,751

Hillside Wilderness Bonds

$495,668

$653,400

Library Bonds

$934,363

$1,039,500

Pension Obligation Bonds

$6,467,496

$9,683,205

(Post COVID-19)

Monrovia Renewal Bonds
Monrovia Renewal
Bond Name
Measure R &
Proposition C Bonds
Water Bonds

Sewer Bonds

FY 19-20
Debt
Service

FY 19-20
Current
Budgeted
Revenues

(Post-COVID-19)

$788,106

$1,167,504

$1,101,985

$1,520,494

$610,468

FY 19-20
Expected
Revenues

Comments

Excess revenues are used to
support transportation programs

$12,974,204

Excess revenues are used to
$12,909,333 support Water Fund operational
costs

$1,553,519

Excess revenues are used to
support Sewer Fund operational
costs

$1,545,751

City must address expenditures when
revenues are declining
■ Several measures are related to personnel but immediately implemented
■ Requesting commitment from everyone in the organization
– Our next emergency could be a Financial one
■ We’re all in this together and everyone’s help is needed
■ Here is the Tier One Approach…

Immediate freeze of vacant positions
through remainder of Fiscal Year 2019-20
As of March 24, there were 22 vacant positions
■ City Manager’s Office – 2
■ Fire – 5
■ Police – 6
■ Community Development – 1
■ Community Services – 2
■ Public Works – 6
Some sworn or critical positions may be filled in coming weeks/months
Estimated GF cost avoidance: $350k. Annualized cost: $2.1m

Immediate freeze of vacant positions
through Fiscal Year 2020-21
■ The City will freeze these positions to stave off future impacts to staff levels
■ The City will thoughtfully and methodically fill positions vacated in the future on as
needed basis to maintain core levels of service
■ Estimated cost avoidance: $2.1m

Review and manage overtime expenses
■ Between FY11 and FY20 Budget, Overtime has increased from $1.4m to $2.5m. This is an 82%
increase
– FY11 FTE count: 234.75
FY20 FTE count: 247.75
5% increase
■ Excepting Police, Fire and Public Works, all other overtime costs have increased from $12,505 to
$50,500. This is a 300% increase
■ Lots of factors impact overtime…can any be addressed?
– Reimbursements
– Grant/OES funding
– Service demands
– Labor agreements
– Expectations of work output, hours or duties
– Unforeseen needs

FY2010-11
FY2011-12
FY2012-13
FY2013-14
FY2014-15
FY2015-16
FY2016-17
FY2017-18
FY2018-19

Actual-to-Budget
139%
178%
171%
106%
110%
139%
127%
129%
106%

Review and postpone nonessential Capital
Improvement Program (CIP) projects through
June 30, 2020
■ Possibilities include– Station 101 Improvements project upon completion
– Comprehensive Library Park Upgrades
– PD Flooring & Paint project upon completion
– Library Office renovations
– IT Upgrades

Temporary suspension of some promotional
opportunities
■ Suspend promotions as part of broader hiring freeze
■ Some promotional opportunities may be deemed essential or necessary by the city
manager. These could include –
– Positions which supervise other employees
– Certain command positions
– Essential positions which have no backup/redundancy
■ Pursue promotions resulting in cost savings vs staffing with higher paid positions
■ Affects part-time to full-time promotions
■ Cost savings may be partially offset by use of “acting pay” for employees working in
an acting capacity

Request for employees to consider early
retirement
■ Positions held vacant to recover savings as long as possible
■ Positions would be held vacant OR position would be filled with “acting” capacity
■ Done in advance of forthcoming fiscal impacts
■ The choice is voluntary

Review of all contracts and agreements
■ Identify a team to review all “large” or “ongoing” contracts which could include – Merrell Johnson (Engineering)
– Acorn (Information Technology)
– Richards Watson Gershon (Legal)
– Mariposa (Tree Trimming)
■ Identify scope of work changes or adjustments that would be tolerable during the
downturn
■ Identify opportunities to reduce ongoing costs
■ Request vendors to “voluntarily” agree to % decrease in line item costs

Review all outstanding purchase orders and
close out nonessential and unspent funds
■ As of March 30, there are literally thousands of open purchase orders which should
be reviewed, paid, and/or closed out
■ Each department is responsible for its own review and determinations
■ Staff working on these closeouts must understand the urgency of our financial
situation…must all funds be spent?

Review all departmental budgets and
identify cost avoidances across all nonpersonnel expense categories
■ Department leadership to set a target savings amount for FY2020-21
■ Consider cost avoidance for programs affected by COVID-19 closures such as–
– Concerts in the Park
– GoMonrovia
– Senior Lunch Program
– Passport Program
– Trash Services
■ Targeted savings goal is TBD

Review all outstanding development
and/or purchase agreements
■ Review will be done by the City Manager’s Office
■ Pursue collection of one-time payments for City property acquisitions

Future Considerations
■ City is already implementing Tier One Approach
– Summer Programs will be scaled down if they happen at all
■ City must lobby for state and federal aid
■ City must review/consider all other considerations
– When to implement Tier Two Approach?
– Review and/or suspend programs like GoMonrovia or Monrovia Renewal Northeast project?
– Measure K sales tax increase began on April 1st. New tax revenue will remain unallocated
and may be needed to offset major structural imbalance
■ City must be thinking about Fiscal Year 2021-22
– CalPERS UAL increase for COVID-19 to take effect May/June 2022
– Tax revenue recovery is estimated to take 4-5 years
– Vacant commercial properties = decreased property tax revenues
■

Could residential foreclosures/vacancies occur?

– Duration of federal stimulus?

FY21 Budget Process –
Complete by August 31st
■ Forecasting FY21 is difficult
■ No legal requirement to adopt budget before June 30th
■ Government Code section 53901 - requires every local agency to file a copy of its
annual budget with the county auditor within 60 days after beginning of fiscal year.
■ Would ask the City Council take action to authorize continued spending (perhaps at
2019-2020 levels) until the formal budget is adopted. This would give the City
Manager authority to continue funding operations in the absence of a budget.
■ Government Code section 7910 requires a city to establish its appropriations limit by
resolution each year for the following fiscal year. This section does not impose any
particular deadline for doing so, but the language of “each year…for the following
fiscal year…” strongly suggests that the appropriations limit must be set before the
start of the next fiscal year.

Questions

Dylan Feik
City Manager
626-932-5585
dfeik@ci.monrovia.ca.us

