
 

 

DISCUSSION CALENDAR - AGENDA ITEM NO. 6 
BUDGET AND FINANCE COMMITTEE 

March 10, 2010 
 
 
TO: Budget and Finance Committee, Orange County Fire Authority 
 
FROM: Lori Zeller, Assistant Chief 
 Business Services Department 
 
SUBJECT:  Mid-Year Financial Report – Budget Reduction Ad Hoc Committee 
 
Summary: 
This agenda item is submitted to report on the work performed by the Budget Reduction Ad Hoc 
Committee and to submit a package of proposed budget adjustment measures for consideration 
by the Budget and Finance Committee and Board of Directors.  
 
Recommended Actions: 
Review the proposed agenda item and direct staff to place the item on the agenda for the Board 
of Directors meeting of March 25, 2010, with the Budget and Finance Committee’s 
recommendation that the Board of Directors take the following actions: 
 
1. Determine that available unencumbered funds identified in the 2008/09 annual financial audit 

be allocated to OCFA’s General Fund to balance the mid-year budget adjustments and to 
supplement cash reserves. Direct staff to include this allocation in the mid-year budget 
adjustment that will be submitted to the Board in May 2010. 
 

2. Direct staff to implement the measures recommended by the Budget Reduction Ad Hoc 
Committee and include the corresponding changes in the FY 2009/10 mid-year budget 
adjustment that will be submitted to the Board in May 2010 and/or in the FY 2010/11 
proposed budget. 

 
3. Review and approve the Release Time Agreement in substantially the same form as 

submitted. 
 
Background: 
At their meeting of January 28, 2010, following review of the Mid-Year Financial Report, the 
Board of Directors created a Budget Reduction Ad Hoc Committee and directed the Committee 
to collaborate with staff and labor to undertake a review of the budget.  The purpose of the 
budget review was to search for alternative areas which could be reduced in lieu of the measures 
that were proposed by staff. In addition, the Committee was directed to collaborate with member 
agencies (cities and the County) regarding the proposed budget reduction measures which could 
impact those members. 
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In creating this Committee, the Board directed Committee members to complete their work and 
report back to the Budget and Finance Committee and Board of Directors within 60 days at their 
March meetings.  The Committee members were to include Doug Davert, Board Chair (City of 
Tustin) and Neil Blais, Board Vice Chair (City of Rancho Santa Margarita).  In addition, the 
Committee members invited key management and labor representatives to attend their meetings.  
Since the Board did not provide a specific dollar target for this Committee, the Chairman 
established a goal to identify $2.0 million in ongoing annual expenditure reductions which could 
be implemented following Board approval.  The target was based on the projected General Fund 
deficit for FY 2010/11 of roughly $1.5 million, which was based on the most current information 
we had at the time we began the Ad Hoc meetings. 
 
As we approached completion of the Ad Hoc meetings, we received an interim draft report from 
Rosenow Spevacek Group (RSG), the firm that projects future property tax growth for OCFA, 
which revealed that the decrease in property taxes for FY 2010/11 will likely be greater than 
previously anticipated, due to the significant decline in value of commercial properties.  As a 
result, the projected budget deficit for FY 2010/11 may be closer to $5 million. 
 
Committee Progress 
Following the Board’s direction, the Committee met with invited participants over four separate 
meetings during February and conducted an in-depth review of all areas of the OCFA budget.  
During the course of the meetings, a matrix of potential budget reduction measures was 
assembled for further consideration by the Committee.  In addition, consideration was given to a 
proposal by the Orange County Professional Firefighters’ Association (OCPFA) in which 
OCPFA would provide $1.5 million in one-time revenue to OCFA, and OCFA would implement 
a Limited-Term Handcrew and a 24/7 Helicopter Program. 
 
The Committee and participants evaluated various combinations of reduction measures, and also 
evaluated potential uses of reserves for bridging budgetary gaps.  As a result of the Committee’s 
work, the attached package of proposed measures was developed and consensus was reached 
with labor and management in support of this package (Attachment 1).  Implementation of this 
package will significantly reduce the projected General Fund deficit for FY 2010/11, and staff 
will continue to refine the budgetary projections leading up to the May Budget Review. 
 
As a result of the later implementation of some measures mid-year, a portion of available fund 
balance will need to be used to balance the FY 2009/10 mid-year budget adjustments. Details for 
these recommended measures are outlined in Attachment 1. 
 
Release Time Agreement 
The current proposed package of budget reduction measures does not include expiration of the 
OCPFA President’s Release Time Agreement; therefore, the Agreement is being submitted for 
Board consideration and approval (Attachment 2). 
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Impact to Cities/County: 
Not applicable. 
 
Fiscal Impact: 
See Attachment 1. 
 
Staff Contact for Further Information: 
Lori Zeller, Assistant Chief, Business Services Department 
lorizeller@ocfa.org  
(714) 573-6020 
 
Attachments:   
1. Proposed Reduction Measures 
2. Release Time Agreement 



 

FY 2010/11 
Savings/(Cost)

Five-Year 
Savings/(Cost) Dependencies / Comments

$244,823 $1,079,700 Already implemented by management.

$851,829 $4,888,306 Dependent upon approval of General Fund Cashflow reserve.

$1,884,179 $5,467,106
The W/C Reserve currently contains funding in excess of the 80% confidence level set by Board Policy. As a 
result, the W/C budgetary line item in the General Fund is recommended for reduction, which will equate to a 
spend-down of the excess reserve, while also providing budgetary relief.

The cause of the excess funding has not yet been determined, nor has the total amount been identified. 
However, data clearly shows that actual expenses are not nearly as high as annual actuarial projections.

Staff will complete their analysis and return to the Budget & Finance Committee and Board of Directors in May 
with overall funding and policy recommendations.  Savings associated with this line item may increase at that 
point in time.

$30,000 $30,000 Recommendation is to exclude this line item from the FY 2010/11 budget, and to resume this audit requirement 
in FY 2011/12. This action requires review and approval by the B&FC, as the audit oversight committee.

$997,000 $5,360,015

Recommendation has been discussed with the City Manager and Chief of Police who requested that we leave 
an Admin Captain assigned in their Division so that the City won't have the combined impact of reduced Station 
20 staffing plus loss of an Admin Captain. This request has been accomodated in the proposed assignment of 
Admin Captains.

Per the Secured Fire Protection Agreement, M20 staffing would trigger if the following occurs:                                                                                 
1) M26 workload increases to 3,000 unit responses per year, or                                                                                                                                
2) The first unit compliance in the surrounding area is reduced to 75% or less.  The surrounding area is defined 
as Stations 26, 55, 27, 20, 38, and 51's first due area combined.                                    

$517,956 $2,784,607
Recommendation is to freeze 3 Admin Captain positions assigned to Divisions 1, 4 and 5.  The impact to our 
cities from this action will be capacity to attend/assist with city events or special projects; however, the 
remaining 3 Admin Captains can assist with coverage. 

($1,224,754) ($1,224,754)
Recommendation is to fund a 22 member handcrew for 9 months (July-Nov & March-June) during FY 2010/11 
and to reevaluate any further staffing for FY 2011/12 during next year's budget development process. Funding 
for this initiative is coming from the reduced W/C budget.

$3,301,033 $18,384,980

Defer Internal Control Audit 
requirement for one year (July 
2010)

Reduce Station 20 (Irvine) 
Staffing from one BLS Engine + 
one Medic Van to one PAU (April 
2010)

Total Net Savings

Implement a Limited-Term 
Handcrew (July 2010)

Freeze 3 of 6 Division 
Administrative Captains  (April 
2010)

Orange County Fire Authority
FY 2009/10 Budget Reduction Ad Hoc Committee

Reduce Extra-Help Workforce 
(Jan 2010)

Prepay 1/2 of Annual Retirement 
Costs for 3.875% Discount (each 
July)

Reduce Workers' Compensation 
Budget (each July)

Attachment 1
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