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May 3, 2019
TO THE HONORABLE CITY COUNCIL:
The Measure HH – Essential City Services Oversight Advisory Committee was established by the City
Council on April 4, 2017 after passage of Measure HH on the November 8, 2016 ballot. One of the
provisions of Measure HH was the creation of an Oversight Committee to review and make
recommendations to the City Council to ensure that revenues from it are utilized in accordance with the
City’s Responsible Spending Pledge.
The Measure HH Oversight Committee is pleased to have the opportunity to present to you its comments
and conclusions concerning the usage of Measure HH revenues for the fiscal years ended June 30, 2019
and June 30, 2020.
Fiscal Year Ended June 30, 2019
(Based on the Mid-Year Report)
The Committee met on March 21, 2019 to review the usage of estimated Measure HH Revenues and
Expenditures for 2018-19 based on the mid-year report. Measure HH Revenues for the fiscal year ended
June 30, 2019 are estimated at approximately $12.4 million. Approximately $3.1 million is projected to be
spent on essential city services such as public safety and senior and youth programs. $550,000 is projected
to be spent on capital improvements for residential road rehabilitation and park improvements. An
additional payment of $2 million is also projected to be made to CalPERS towards unfunded pension
liabilities. The balance of Measure HH Funds, at approximately $6.7 million, is projected to be set aside
for reserves.
Fiscal Year Ended June 30, 2020
(Based on the Proposed Budget)
The Committee met on May 2, 2019 to review the Proposed Budget of Measure HH Revenues and
Expenditures for 2019-20 and the updated 20-Year Financial Plan, which sets forth fiscal policy with a
long-term goal for fiscal sustainability. The Proposed Budget for the fiscal year ended June 30, 2020
reflects approximately $12.3 in estimated Measure HH revenue. Approximately $5.4 million is projected
to be spent on essential city services such as public safety and senior and youth programs. $550,000 is
projected to be spent on capital improvements for residential road rehabilitation and park improvements.
An additional payment of $2 million is also projected to be made to CalPERS towards unfunded pension
liabilities. The balance of Measure HH Funds, at approximately $4.3 million, is projected to be set aside
for reserves.
20-Year Financial Plan
The City’s fiscal policy is guided by the 20-Year Financial Plan, which encompasses the long-term operating
and capital needs of the General Fund. The long-term goal is to achieve fiscal sustainability with a balanced
operating budget when Measure HH sunsets in 2037. Additional payments are projected to be made to
CalPERS over the next twenty years, which is in addition to the amounts required annually by CalPERS. In
addition, the City plans to continue to make additional contributions to the City’s Pension Trust, which is
designed to mitigate against CalPERS investment risk. In 2037 the City’s pension liability is expected to be
paid off along with all other long-term debt. The 20-Year Financial Plan is updated twice a year – in April
during the budget process and in October once the books have been closed for the prior fiscal period. The
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20-Year Financial Plan that was updated in October 2018 reflected an annual operating deficit of $2.3
million in 2037-38 when HH sunsets. The long-term goal is to eliminate this deficit over the next two
decades, which can be accomplished with active management via new revenue sources from economic
development or from cost savings. The 20-Year Financial Plan that was updated in April 2019 reflects a
projected annual operating deficit of $1.5 million in 2037-38, which shows that progress has been made
on closing the deficit. In April 2018, the City Council approved a change in the City’s liability insurance
program that is projected to yield over $615 thousand of annual savings every year. The projected savings
for 2018-19 is estimated between $840 thousand and $1 million, which has resulted in lower ongoing
operating costs. In addition, property tax revenues are projected to be higher due to growth in assessed
values.
CONCLUSIONS: The Measure HH Oversight Committee’s conclusion to the City Council is that (based on
information presented to the Committee by City Staff) activity for the fiscal years ended June 30, 2019
and June 30, 2020 are consistent with the intent of the Measure HH ballot measure and the Responsible
Spending Pledge.
We are thankful for the opportunity to serve and we look forward to continuing to serve the City Council
and the residents of this great city.
Respectfully submitted,
Matt Taylor, Chair
April 2017 – Present
CITY OF FOUNTAIN VALLEY
MEASURE HH ADVISORY OVERSIGHT COMMITTEE
Michele Jensen, Vice Chair
John W. Briscoe
Marjorie Drilling
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April 2017 – Present
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ATTACHMENT 1
CITY OF FOUNTAIN VALLEY
2018/19 SCHEDULE OF ESTIMATED MEASURE HH REVENUES AND EXPENDITURES
Fiscal Year Ended June 30, 2019
Measure HH Revenues

$

12,400,000

Measure HH Expenditures:
Reoccurring Expenses Incurred on Essential City Services

3,656,842

One-Time Expenses (Additional Pension Paydown)

2,000,000

Financial Stewardship: Reserves Set-Aside in 18-19

$

6,743,158

Measure HH provided necessary funding in Fiscal Year 2018/19 that was used for the following in accordance
with the Responsible Spending Pledge:
Reoccurring Expenses Incurred on Essential City Services:
Public Safety
Maintain 911 Emergency Response Times & Keep Fire Station No. 2 open

1

488,000

Police and Fire Pension Costs that are Legally Required to be Paid to CalPERS
and Principal and Interest on the Safety Pension Obligation Bonds2

1,598,412

Staffing Costs for Additional Dispatch and Police Support Services Associated
with Organizational Changes Approved by City Council on March 20, 2018

116,652

Police and Fire Training Programs

Total Public Safety

102,000
2,305,064

Senior & Youth Programs
Amount associated with the cost to keep the Recreation Center, Community Center
& Senior Center open3

365,000

Employee Retention
Salary and benefit increases4

436,778

Capital Improvements
Includes $350,000 for residential road rehab and $200,000 for park improvements.

550,000

Total Reoccurring Expenses5

3,656,842

One-Time Expenses:
Additional Payment to CalPERS towards unfunded pension liabilities
Reserves Set-Aside in 18-19:
Pension Reserves
2018-19 Contribution to Pension Trust Fund

2,000,000

4,500,000

Increase in Emergency Reserves from $13M to $14.2M

1,200,000

Capital Reserves - $360,000 Transfer to Fleet Management Internal Service Fund
Set-aside for Fire Apparatus and $683,158 Increase in Capital Reserves

1,043,158

Total Reserves Set-Aside in 18-19
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6,743,158

1

- Without Measure HH, staff would have faced the challenge of closing Fire Station No. 2, which would
have been a gradual process spanning multiple years. The total cost attributable to 14-full-time
equivalents (FTEs) within various classifications assigned to Fire Station No. 2 is $2,005,236.
Approximately 24% of the staffing cost attributable to Fire Station No. 2 has been identified as
being funded from Measure HH, which equates to approximately $488,000.

2

- Historically, pensions were funded over a rolling 30 year period in accordance with CalPERS funding
policy. In 2013 CalPERS approved a change to pension funding, which resulted in shorter amortizations
and significant increases in amounts required to be paid to CalPERS beginning in Fiscal Year 2015-16.
The City's annual pension expense was approximately $5 million through Fiscal Year 2015-16, which
included $1,606,319 paid for police and fire pension costs for services rendered in prior years (excluding
"normal cost" related to the accrual of benefits earned in the current year). In 2018-19, the projected
expense for police and fire pension costs for services rendered in prior years is $3,204,731, which
includes principal and interest expense paid on Pension Obligation Bonds attributable to police and fire.
The increase in pension expense over the base year ($3,204,731 - $1,606,319) has been attributed to
Measure HH.

3

- The Recreation and Community Services Department generally provides services that benefit the
community as whole. Therefore, user fees and revenues generated by the Recreation and Community
Services Department generally do not cover the full cost of programs. Therefore, the General Fund
subsidizes the difference. The General Fund subsidy is estimated at approximately $1,501,058 in
Fiscal Year 2018-19. Approximately 24% of the General Fund subsidy has been identified as being
funded from Measure HH, which equates to approximately $365,000.

4

- Measure HH was approved by the community to allow for continuous operating and improvement of
essential City services. In response to the community needs, the City Council approved negotiated
adjustments to salaries and benefits for various classifications. The increase in salary and benefit
costs amounted to $1,845,909 in 2018-19, of which approximately 24% has been identified as being
funded from Measure HH and equates to $436,778.

5

- Based on the 2018/19 Mid-Year Review that was presented to City Council on March 5, 2019,
General Fund operating revenues are projected to be $58,752,817 and operating expenditures are
projected at $50,009,659. The net operating surplus is projected to be $8,743,158. Without Measure HH,
the General Fund would have had an operating deficit of $3,656,842. Therefore, this amount has been
identified as being funded from Measure HH, which has been used for reoccurring essential City services.

OPEB Trust Reserves
Pension Trust Reserves
Emergency Reserves
Capital Reserves
Fire Apparatus Reserves

Cumulative Measure HH
Reserves Set-Aside
1,769,000
7,456,150
4,903,421
781,999
720,000
15,630,570

Projected
Reserves
at 6/30/19*
10,900,000
7,456,150
14,200,000
14,676,610
1,080,000

Short-Term/
Long-Term
Targeted
% Funded by
Reserve
Measure HH
$10-30 Million
16%
$10-30 Million
100%
$14.2 Million
35%
$10-15 Million
5%
$2 Million
67%

* Including Measure HH and non-HH reserves set-aside and related investment income.
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ATTACHMENT 2
CITY OF FOUNTAIN VALLEY
2019/20 PROPOSED BUDGET OF MEASURE HH REVENUES AND EXPENDITURES
Fiscal Year Ended June 30, 2020
Measure HH Revenues

$

12,297,000

Measure HH Expenditures:
Reoccurring Expenses Incurred on Essential City Services

5,955,861

One-Time Expenses (Additional Pension Paydown)

2,000,000

Financial Stewardship: Reserves Set-Aside in 19-20

$

4,341,139

Measure HH provided necessary funding in Fiscal Year 2019-20 that was used for the following in accordance
with the Responsible Spending Pledge:
Reoccurring Expenses Incurred on Essential City Services:
Public Safety
Maintain 911 Emergency Response Times & Keep Fire Station No. 2 open

1

1,068,117

Police and Fire Pension Costs that are Legally Required to be Paid to CalPERS
and Principal and Interest on the Safety Pension Obligation Bonds2

2,086,265

Staffing Costs for two (2) Additional Dispatchers and Police Support Services

212,060

Police and Fire Training Programs

Total Public Safety

Senior & Youth Programs
Amount associated with the cost to keep the Recreation Center, Community Center
& Senior Center open3
Employee Retention
Salary and benefit increases4

94,400
3,460,842

686,111
1,258,908

Capital Improvements
Includes $350,000 for residential road rehab and $200,000 for park improvements.
Total Reoccurring Expenses5

550,000
5,955,861

One-Time Expenses:
Additional Payment to CalPERS towards unfunded pension liabilities
Reserves Set-Aside in 19-20:
Pension Reserves
2019-20 Contribution to Pension Trust Fund

2,000,000

3,000,000

Increase in Capital Reserves

861,832

Capital Reserves - Transfer to Fleet Management Internal Service Fund for
for Fire Apparatus

479,307

Total Reserves Set-Aside in 19-20
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4,341,139

1

- Without Measure HH, staff would have faced the challenge of closing Fire Station No. 2, which would
have been a gradual process spanning multiple years. The total cost attributable to 14-full-time
equivalents (FTEs) within various classifications assigned to Fire Station No. 2 is $2,145,535.
Approximately 49.78% of the staffing cost attributable to Fire Station No. 2 has been identified as
being funded from Measure HH, which equates to approximately $1,068,117.

2

- Historically, pensions were funded over a rolling 30 year period in accordance with CalPERS funding
policy. In 2013 CalPERS approved a change to pension funding, which resulted in shorter amortizations
and significant increases in amounts required to be paid to CalPERS beginning in Fiscal Year 2015-16.
The City's annual pension expense was approximately $5 million through Fiscal Year 2015-16, which
included $1,606,319 paid for police and fire pension costs for services rendered in prior years (excluding
"normal cost" related to the accrual of benefits earned in the current year). In 2019-20, the projected
expense for police and fire pension costs for services rendered in prior years is $3,692,584 which
includes principal and interest expense paid on Pension Obligation Bonds attributable to police and fire.
The increase in pension expense over the base year ($3,692,584 - $1,606,319) has been attributed to
Measure HH.

3

- The Recreation and Community Services Department generally provides services that benefit the
community as whole. Therefore, user fees and revenues generated by the Recreation and Community
Services Department generally do not cover the full cost of programs. Therefore, the General Fund
subsidizes the difference. The General Fund subsidy is estimated at approximately $1,378,195 in
Fiscal Year 2019-20. Approximately 49.78% of the General Fund subsidy has been identified as being
funded from Measure HH, which equates to approximately $686,111.

4

- Measure HH was approved by the community to allow for continuous operating and improvement of
essential City services. In response to the community needs, the City Council approved negotiated
adjustments to salaries and benefits for various classifications. The cumulative increase in salary and
benefit costs amounted to $2,528,778 in 2019-20, of which approximately 49.78% has been identified
as being funded from Measure HH and equates to $1,258,908.

5

- Based on the Proposed Budget for Fiscal Year 2019-20, General Fund operating revenues are projected
to be $58,803,036 excluding $345,000 of investment income earned in the Pension Trust. Operating
expenditures are projected at $52,461,897, which results in a net operating surplus of $6,341,139.
Without Measure HH,the General Fund would have had an operating deficit of $5,955,861. Therefore,
this amount has been identified as being funded from Measure HH, which has been used for reoccurring
essential City services.
Short-Term/
Projected
Long-Term
Cumulative Measure HH
Reserves
Targeted
% Funded by
Reserves Set-Aside
at 6/30/20*
Reserve
Measure HH
OPEB Trust Reserves
1,850,374
11,401,400
$10-30 Million
16%
Pension Trust Reserves
10,801,150
10,801,150
$10-30 Million
100%
Emergency Reserves
4,903,421
14,000,000
$14.2 Million
35%
Capital Reserves
1,643,831
13,353,518
$10-15 Million
12%
Fire Apparatus Reserves
1,199,307
1,559,307
$2 Million
77%
20,398,083
* Including Measure HH and non-HH reserves set-aside and related investment income.
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MEASURE HH REPORT CARD
For the Fiscal Year Ended June 30, 2020

ATTACHMENT 3

This Report Card is provided by the Measure HH Oversight
Committee based on the Committee's review of the Proposed
Budget for the Fiscal Year Ended June 30, 2020, which reflects
that the use of Measure HH Revenues ($12,297,000) is
consistent with the Responsible Spending Pledge.

$686,111

$1,258,908

$550,000

In accordance with the Responsible Spending Pledge, Measure HH was used to fund essential
city services (including Police, Fire, Senior & Youth Programs), capital improvements and to
build and maintain reserves. In addition, $2 million was used to make additional payments
to CalPERS to paydown pension debt, which will save the City $1.6 million in interest
expense.
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20-Year Financial Plan
The City’s fiscal policy is guided by the 20-Year Financial Plan, which encompasses the long-term operating and
capital needs of the General Fund. The 20-Year Financial Plan is updated twice a year – in April during the
budget process and in October once the books have been closed for the prior fiscal period. The 20-Year
forecast that was updated in October 2018 reflected an annual operating deficit of $2.3 million in 2037-38
when HH sunsets. The long-term goal is to eliminate this deficit over the next two decades, which can be
accomplished with active management via new revenue sources from economic development or from cost
savings. The 20-Year Financial Plan that was updated in April 2019 reflects a projected annual operating deficit
of $1.5 million in 2037-38, which shows that progress has been made on closing the deficit.
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