
 

ORANGE COUNTY FIRE AUTHORITY 

          AGENDA 
 

  Budget and Finance Committee Meeting 
Wednesday, April 8, 2020 

12:00 Noon 

 

Regional Fire Operations and Training Center 

Board Room 

1 Fire Authority Road 
Irvine, California 92602 

 
Gene Hernandez, Chair 

Elizabeth Swift, Vice Chair 
Ed Sachs   Shelley Hasselbrink   Joe Muller    

Sergio Farias   Don Sedgwick   Tri Ta 
Vince Rossini   Jennifer Cervantez - Ex Officio 

 

 This Agenda contains a brief general description of each item to be considered.  Except as otherwise provided by law, no action 
or discussion shall be taken on any item not appearing on the following Agenda.  Unless legally privileged, all supporting 
documents, including staff reports, and any writings or documents provided to a majority of the Budget and Finance  Committee 
after the posting of this agenda are available for review at the Orange County Fire Authority Regional Fire Operations & Training 
Center, 1 Fire Authority Road, Irvine, CA 92602 or you may contact the Clerk of the Authority at (714) 573-6040 Monday 
through Thursday, and every other Friday from 8 a.m. to 5 p.m. and available online at http://www.ocfa.org  

 
 If you wish to speak before the Budget and Finance Committee, please complete a Speaker Form identifying which item(s) you 

wish to address.  Please return the completed form to the Clerk of the Authority.  Speaker Forms are available on the counter 
noted in the meeting room. 

 In compliance with the Americans with Disabilities Act, if you need special assistance to participate in this meeting, you 
should contact the Clerk of the Authority at (714) 573-6040.  Notification 48 hours prior to the meeting will enable the Authority 
to make reasonable arrangements to assure accessibility to the meeting. 

 

COVID-19 Accommodations:  OCFA FACILITIES ARE CURRENTLY CLOSED TO THE 

PUBLIC.  In compliance with the Executive Department/State of California Executive Order N-29-20, this 
meeting will be available telephonically or otherwise electronically to satisfy any requirement that the body 
allow members of the public to attend the meeting and offer public comment.  Please visit www.OCFA.org 
for more information on the Committee meeting’s participation process. 
 
 

CALL TO ORDER 

 

PLEDGE OF ALLEGIANCE by Director Ta 
 
ROLL CALL 

 

 

  

 

http://www.ocfa.org/
http://www.ocfa.org/
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PUBLIC COMMENTS 
 

COVID-19 Accommodations:  Public Comments will be accepted via email at 
PublicComments@ocfa.org.  Comments may be submitted in reference to a specific item on the agenda or 
on items within the Committee’s subject matter jurisdiction, but which are not listed on the agenda.  All 
written comments will be distributed in writing via email to the Committee Members.  Only those that are 
designed “TO BE READ ALOUD” in the subject line will be read aloud, and then will be read aloud for 
up to three minutes each, then reading will stop, and the balance will be distributed via email to the 
Committee Members.  The time allotted to reading of comments aloud may be reduced by the Committee 
Chair depending on the volume of comments received. 
 
 
2. CONSENT CALENDAR 
 

A. Minutes for the March 11, 2020, Budget and Finance Committee Meeting 

Submitted by:  Martha Halvorson, Acting Clerk of the Authority 
 

Recommended Action: 
Approve as submitted. 
 
 

B. Organizational Service Level Assessment Update 

Submitted by:  Robert Cortez, Assistant Chief/Business Services Department 
 
Recommended Action: 

Receive and file the report. 
 
 

3. DISCUSSION CALENDAR 
 

A. Monthly Investment Reports 

Submitted by:  Patricia Jakubiak, Treasurer 
 
Recommended Action: 
Review the proposed agenda item and direct staff to place the item on the agenda for the 
Executive Committee meeting of April 23, 2020, with the Budget and Finance 
Committee’s recommendation that the Executive Committee receive and file the reports. 
 

 

B. Communication with Auditors for Fiscal Year 2019/20 Financial Audit 

Submitted by:  Robert Cortez, Assistant Chief/ Business Services Department 

 

Recommended Action: 

Receive and file the report. 

 

 

C. Options to Mitigate Escalating Charges to Cash Contract Cities 

Submitted by:  Lori Zeller, Deputy Chief/Administration & Support Bureau 

 
Recommended Action: 

Conduct a study session and provide direction to staff. 

mailto:PublicComments@ocfa.org
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REPORTS 

 

REPORT FROM ASSISTANT CHIEF CORTEZ 

 Update on COVID-19 Fiscal Impacts 
 
 
COMMITTEE MEMBER COMMENTS 

 
 
ADJOURNMENT – The next regular meeting of the Budget and Finance Committee is scheduled 
for Wednesday, May 13, 2020, at 12:00 noon. 
 
 

 

AFFIDAVIT OF POSTING 

I hereby certify under penalty of perjury under the laws of the State of California, that the foregoing 
Agenda was posted in the lobby and front gate public display case of the Orange County Fire 
Authority, Regional Training and Operations Center, 1 Fire Authority Road, Irvine, CA, not less 
than 72 hours prior to the meeting. Dated this 2nd day of April, 2020. 
 

  
Martha Halvorson, CMC 
Acting Clerk of the Authority 

 

 

 

 

 

 

 

 

 

 

UPCOMING MEETINGS: 

 
Executive Committee Meeting Thursday, April 23, 2020, 5:30 p.m. 
 
Board of Directors Meeting Thursday, April 23, 2020, 6:00 p.m. 
 
Human Resources Committee Meeting Tuesday, May 5, 2020, 12:00 noon 



 

MINUTES 

ORANGE COUNTY FIRE AUTHORITY 
 

Budget and Finance Committee Meeting 
Wednesday, March 11, 2020 

12:00 Noon 

 

Regional Fire Operations and Training Center 

Room AE117 

1 Fire Authority Road 
Irvine, CA 92602 

 
 

CALL TO ORDER 

A regular meeting of the Orange County Fire Authority Budget and Finance Committee was called 
to order on March 11, 2020, at 12:00 p.m. by Chair Hernandez. 
 
PLEDGE OF ALLEGIANCE 

Director Rossini led the assembly in the Pledge of Allegiance to our Flag. 
 
ROLL CALL 

 
Present: Joseph Muller, Dana Point 
  Gene Hernandez, Yorba Linda 
  Tri Ta, Westminster 
  Beth Swift, Buena Park  
  Vince Rossini, Villa Park 
 
Absent:  Sergio Farias, San Juan Capistrano 
   Ed Sachs, Mission Viejo 
   Don Sedgwick, Laguna Hills 
 
 
Also present were: 

 
Fire Chief Brian Fennessy   Deputy Chief Lori Zeller    
Deputy Chief Mark Sanchez   Assistant Chief Robert Cortez   
Assistant Chief Kenny Dossey  Assistant Chief Jim Ruane 
Assistant Chief Lori Smith    Assistant Chief Randy Black   
Assistant Chief Nina Collins   Clerk of the Authority Sherry Wentz  
General Counsel David Kendig  
 
  

AGENDA ITEM NO. 2A 
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PUBLIC COMMENTS (F: 12.02B3) 
Chair Hernandez opened the Public Comments portion of the meeting.  Chair Hernandez closed 
the Public Comments portion of the meeting without any comments from the general public. 
 
 
1. PRESENTATIONS  

No items. 
 
 

2. MINUTES 

 
A. Minutes for the February 11, 2020, Budget and Finance Special Committee Meeting 
 (F: 12.02B2) 

 
On motion of Director Hasselbrink and second by Director Ta, the Budget and Finance 
Committee voted unanimously by those present to approve the Minutes of the February 11, 
2020, special meeting as submitted.  Directors Farias, Sachs, and Rossini were recorded as 
abstentions due to their absence from the February 11, 2020, meeting.  

 
 
3. CONSENT CALENDAR  

 
A. Monthly Investment Reports (F: 11.10D2) 

 
On motion of Director Ta and second by Vice Chair Swift, the Budget and Finance 
Committee voted unanimously by those present to direct staff to place the item on the 
agenda for the Executive Committee meeting of March 26, 2020, with the Budget and 
Finance Committee’s recommendation that the Executive Committee receive and file the 
reports. 
 

B. FY 2019/20 Mid-Year Budget Adjustment (F: 15.04 19/20) 
 
On motion of Director Ta and second by Vice Chair Swift, the Budget and Finance 
Committee voted unanimously by those present to direct staff to place the item on the 
agenda for the Board of Directors meeting of March 26, 2020, with the Budget and Finance 
Committee’s recommendation that the Board of Directors authorize the proposed mid-year 
budget adjustment and transfers.  
 

 
4. DISCUSSION CALENDAR 

 
A. Fiscal Year 2018/19 Backfill/Overtime and Calendar Year 2019 Total 

Earnings/Compensation Analysis (F: 15.11) 
 
Assistant Chief Robert Cortez provided an overview and introduced Finance Manager Julie 
Nemes who presented a PowerPoint presentation on Fiscal Year 2018/19 
Backfill/Overtime and Calendar Year 2019 Total Earnings/Compensation Analysis. 
 
On motion of Director Rossini and second by Director Ta, the Budget and Finance 
Committee voted unanimously by those present to direct staff to place the item on agenda  
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for the Board of Directors meeting of March 26, 2020, with the Budget and Finance 
Committee’s recommendation that the Board of Directors take the following actions:  
1. Direct staff to continue pursuing reductions in overtime by filling permanent vacancies 

as quickly as possible after the positions become vacant. 
2. Authorize staff to temporarily exceed the number of authorized firefighter positions on 

the Master Position Control to maximize the number of firefighters hired into each 
academy, pending attrition/promotions that occur during and following academy 
graduations. 

3. Authorize staff to temporarily exceed the number of authorized Handcrew Firefighter 
positions on the Master Position Control to maximize the number of Handcrew 
Firefighters hired from each Handcrew Firefighter recruitment process, pending 
attrition/promotions that occur as Handcrew Firefighters promote to the firefighter 
rank. 

4. Direct staff to continue using overtime to fill temporary vacancies rather than hiring 
additional personnel recognizing this as a cost-effective practice for temporary needs. 

 
 

B. Options to Mitigate Escalating Charges to Cash Contract Cities Beginning 

FY 2020/21 (F: 10.04) 
 
Deputy Chief Lori Zeller presented the PowerPoint presentation on Options to Mitigate 
Escalating Charges to Cash Contract Cities.  
 
A lengthy discussion ensued concerning the proposed options. 
 

Director Ta left at this point (12:30 p.m.) 
 

By consensus, the Budget and Finance Committee directed staff to schedule a special Study 
Session meeting on March 25, 2020, at 3:00 p.m.  
 

Director Ta was absent.  
 
 
REPORTS (F: 12.02B6) 
 
Fire Chief Fennessy asked Treasurer Tricia Jakubiak to provide an overview of the Monthly 
Investment Reports.  
 
 
COMMITTEE MEMBER COMMENTS (F: 12.02B4) 
 
There were no Committee Member comments.  
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ADJOURNMENT (F: 11.18)  
 
Chair Hernandez adjourned the meeting at 1:01 p.m.  The next Budget and Finance Special Study 
Session meeting is scheduled for Wednesday, March 25, 2020, at 3:00 p.m.  
 
 

  
Martha Halvorson, CMC 
Acting Clerk of the Authority 



 

Orange County Fire Authority 

AGENDA STAFF REPORT 

Budget and Finance Committee Meeting Agenda Item No. 2B 

April 8, 2020 Consent Calendar 

Organizational Service Level Assessment Update 

 
Contact(s) for Further Information 

Robert Cortez, Assistant Chief robertcortez@ocfa.org 714.573.6012 
Business Services Department 
 
Summary 

This agenda item is submitted to provide an update of the Citygate Service Level Assessments (SLAs) 
for the period covering December 2019 thru February of 2020. 
 
Prior Board/Committee Action(s) 

At its regular November 15, 2018, meeting, the Executive Committee awarded a Master Consulting 
Agreement with Citygate Associates, LLC, the number one ranked firm in the OCFA’s Request for 
Qualifications (RFQ) process for as-needed organizational service level review consulting services. 
 
At its regular January 9, 2019, meeting, the Budget and Finance Committee reviewed and 
unanimously recommended approval of Citygate’s scope of work, associated costs, and proposed 
budget. 
 
At its regular January 24, 2019, meeting, the Board of Directors approved Citygate’s initial scope of 
work, associated costs, and necessary budget adjustments for performance of SLAs in five areas of 
the OCFA during 2019. 
 
At its regular meeting on October 24, 2019, the Executive Committee approved the reallocation of 
funding from the approved Purchase Orders issued for the Executive Leadership Team and Fleet 
Services SLAs into the Field Deployment Services SLA.  The total contract amount remained 
unchanged ($700,725). 
 
RECOMMENDED ACTION(S) 
Receive and file the report. 
 
Impact to Cities/County 

Not Applicable. 
 
Fiscal Impact 

The Board approved a budget of $700,725 to complete the Citygate SLA reviews.  As of the date this 
staff report was prepared, the OCFA has expended approximately 83% of the contract amount and is 
well within budget. 
  

mailto:robertcortez@ocfa.org
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Background 

Following a 2018 RFQ process, Citygate Associates, LLC (Citygate) was selected and ultimately 
awarded a 3-year term agreement, with two additional one-year renewals, to perform as-needed 
organizational service level review consulting services for OCFA.  Citygate, is a public sector firm 
that provides management consulting to a full array of local government functions, with particular 
emphasis on fire protection, law enforcement, community development, public works, animal 
services, and human resources. 
 
Five organizational SLA areas, also known as cost centers, were identified and approved for review 
during calendar year 2019, which include Emergency Command Center (ECC), Emergency Medical 
Services (EMS), Fleet Services, Field Deployment, and Executive Leadership Team/Human 
Resources.  These assessments are intended to accomplish the same objectives as a strategic plan, but 
in smaller pieces, and allow for progress to be made on identified objectives, while other portions of 
the organization are still being assessed. 
 
Each SLA evaluates, at a forensics data-driven level, the operational performance of the cost centers, 
not just compared to national and Citygate team best practices, but to the needs of the OCFA, its 
employees and its agency customers.  Each SLA will be a stand-alone assessment report, that will 
cover elements assessed, the operational metrics, and describe strengths and areas of opportunity. 
 
The SLA process began with a series of kickoff meetings during February and March of 2019 in 
which OCFA assessment leads met with Citygate consultants, the Chief, and members of the 
Executive Management Team to discuss the assessment, process and timelines, leader’s intent, initial 
data/information requests and to begin the scheduling of future information gathering meetings.  All 
five SLAs follow the same project process flow that begins with information requests, start-up 
meetings, and progressively move thru data gathering, analysis, mid-project meetings, development 
of a draft report, final report, and briefings. 

The organizational assessments were originally scheduled to be completed by the end of 2019.  
However, due to additional analysis requests, changes in scope, additional time needed to review and 
provide comment to draft findings, as well as scheduling conflicts, SLA completion dates have 
shifted. All SLA’s are now anticipated to be completed by the end of spring 2020. 

Since the kickoff meetings, Citygate has met with OCFA staff to gather the necessary data to perform 
the assessment.  Currently all five SLA areas are at the tail-end of the Mid-Project briefings or Draft 
Report phase of the assessment, as illustrated in the most recent monthly organizational update 
provided for the month of February 2020.  These monthly SLA updates (Attachments 1-3) are 
provided to OCFA employees and shared with labor in an effort to inform the organization of the 
progress.  The Human Resources SLA, which is a subset of the Executive Leadership SLA, was 
presented to the Human Resources Committee as a “receive and file” item at its September 17, 2019, 
meeting. 
 
Attachment(s) 
1. December 2019 SLA Monthly Update 
2. January 2020 SLA Monthly Update 
3. February 2020 SLA Monthly Update 



Emergency Command Center (ECC) 
Work Completed in December – Mission Critical Partners (MCP) provided the 2nd draft report for comment.  Citygate 
held a conference call with ECC Chief and submitted comments to MCP. 
Work Scheduled in the Next Reporting Period – In January, Citygate anticipates delivering a revised draft report for 
fact‐checking.   

Emergency Medical Services (EMS) 
Work Completed in December – Citygate received completed workload assessment, analyzed and conferred with 
staff on the progress of the Criteria Based Dispatch review.  Citygate prepared draft findings and recommendations.    
Work Scheduled in the Next Reporting Period – In January, Citygate anticipates preparing the Mid‐Project findings 
/recommendations briefing for an on‐site meeting.  

Field Deployment 
Work Completed in December – Citygate delivered the Mid‐Project findings/recommendations briefing and moved 
forward with the risk assessment portions of the full report.         
Work Scheduled in the Next Reporting Period – In January, Citygate anticipates receiving feedback from staff.  
Citygate will then prepare the SLA draft report.  

Executive Leadership Team & Human Resources 
Work Completed in December – Citygate worked with staff to identify a viable date to conduct a briefing meeting 
with all members of the Executive Management team.  
Work Scheduled in the Next Reporting Period – Citygate is scheduled to conduct the briefing meeting in January.   

Fleet Services 
Work Completed in December – Citygate received staff comments to the Mid‐Project briefing.  
Work Scheduled in the Next Reporting Period – In January, Citygate will prepare and submit the draft SLA report and 
coordinate a review of the draft report.  
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Emergency Command Center (ECC) 
Work Completed in January – Citygate and Mission Critical Partners (MCP) were provided with final comments and 
edited the draft report. 
Work Scheduled in the Next Reporting Period – In February, Citygate anticipates delivering the final report for fact 
checking and will look to schedule briefing dates.    

Emergency Medical Services (EMS) 
Work Completed in January – Citygate prepared and delivered the mid‐project findings/recommendations briefing.      
Work Scheduled in the Next Reporting Period – In February, Citygate anticipates working with staff on fact‐checking 
clarifications and then will draft the Service Level Assessment report.   

Field Deployment 
Work Completed in January – Citygate continued with the drafting of the Service Level Assessment report.       
Work Scheduled in the Next Reporting Period – In February, Citygate anticipates preparing and delivering the draft 
service level assessment report.   

Executive Leadership Team & Human Resources 
Work Completed in January – Citygate prepared and delivered the mid‐project findings/recommendations briefing.      
Work Scheduled in the Next Reporting Period – In February, Citygate anticipates working with staff on fact‐checking 
clarifications and then will draft the Service Level Assessment report.   

Fleet Services 
Work Completed in January – Citygate reviewed staff comments regarding the Mid‐Project briefing and also received 
additional requested data and information from Fleet staff.  
Work Scheduled in the Next Reporting Period – In February, Citygate will prepare and submit the draft Service Level 
Assessment report and coordinate a review with the project team.     
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Emergency Command Center (ECC) 
Work Completed in February – Citygate and Mission Critical Partners (MCP) received final input from OCFA staff and 
worked on edits to the 2nd draft project report.   
Work Scheduled in the Next Reporting Period – In March, Citygate anticipates delivering the final report for fact 
checking and discuss scheduling briefing dates. 

Emergency Medical Services (EMS) 
Work Completed in February – Citygate worked on fact checking clarifications to the Mid-Project briefing report and 
began to draft the full SLA report.   
Work Scheduled in the Next Reporting Period – In March, Citygate anticipates completing the full SLA draft report 
and discuss future scheduling of a briefing. 

Field Deployment 
Work Completed in February – Citygate assisted staff with Placentia related re-deployment questions and worked on 
other OCFA requests.  
Work Scheduled in the Next Reporting Period – In March, Citygate anticipates preparing the SLA draft report. 

Executive Leadership Team & Human Resources 
Work Completed in February – OCFA staff fact-checked the mid-project findings and recommendations document.  
Work Scheduled in the Next Reporting Period – In March, Citygate anticipates working with staff on fact-checking 
clarifications and then will draft the full SLA report.   

Fleet Services 
Work Completed in February – Citygate continued preparing the draft SLA report. 
Work Scheduled in the Next Reporting Period – In March, Citygate will submit the draft SLA report and coordinate a 
review with the project team. 
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Orange County Fire Authority 

AGENDA STAFF REPORT 

Budget and Finance Committee Meeting Agenda Item No. 3A 

April 8, 2020 Discussion Calendar 

Monthly Investment Reports 

 

Contact(s) for Further Information 

Tricia Jakubiak, Treasurer triciajakubiak@ocfa.org 714.573.6301 
Treasury & Financial Planning 
Jane Wong, Assistant Treasurer janewong@ocfa.org 714.573.6305 
 
Summary 

This agenda item is a routine transmittal of the monthly investment reports submitted to the 
Committee in compliance with the investment policy of the Orange County Fire Authority and 
with Government Code Section 53646. 
 
Prior Board/Committee Action 

Not Applicable. 
 
RECOMMENDED ACTION(S) 

Review the proposed agenda item and direct staff to place the item on the agenda for the Executive 
Committee meeting of April 23, 2020, with the Budget and Finance Committee’s recommendation 
that the Executive Committee receive and file the reports. 
 
Impact to Cities/County 

Not Applicable. 
 
Fiscal Impact 

Not Applicable. 
 
Background 
Attached is the final monthly investment report for the month ended February 29, 2020.  A 
preliminary investment report as of March 20, 2020, is also provided as the most complete report 
that was available at the time this agenda item was prepared. 
 
Attachment(s) 

Final Investment Report – February 2020/Preliminary Report – March 2020 
 

mailto:triciajakubiak@ocfa.org
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                     Attachment















































  

Orange County Fire Authority 

AGENDA STAFF REPORT 

Budget and Finance Committee Meeting Agenda Item No. 3B 

April 8, 2020 Discussion Calendar 

Communication with Auditors for Fiscal Year 2019/20 Financial Audit 

 

Contact(s) for Further Information 

Robert Cortez, Assistant Chief robertcortez@ocfa.org  714.573.6012 
Business Services Department 

Julie Nemes, Finance Manager/Auditor julienemes@ocfa.org 714.573.6304 
Business Services Department 

Bryan Gruber bryan.gruber@lslcpas.com 714.672.0022 
Lance, Soll & Lunghard, LLP 
 
Proir Board/Committee Action 

Not Applicable. 
 
Summary 

This agenda item is submitted to provide an update to the Budget and Finance / Audit  Committee  
on the Fiscal Year 2019/20 financial audit, including two-way communication between the 
Committee and the independent financial auditors in accordance with Statements on Auditing 
Standards (SAS) No. 114. 
 
Recommended Action(s) 

Receive and file the report. 
 
Impact to Cities/County 

Not Applicable 
 
Fiscal Impact 

Not Applicable 
 

Background 

The American Institute of Certified Public Accountants (AICPA) issues Statements of Auditing 
Standards (SAS), which address the guidelines auditors must follow while conducting audits of 
financial statements.  In 2006, the AICPA issued SAS No. 114, The Auditor’s Communication 
with Those Charged with Governance, which requires auditors and “those with power of 
governance” to engage in two-way communication regarding audit matters.  Specific duties of 
“those with power of governance” (i.e., Board of Directors) may be delegated to a sub-group, such 
as an audit committee.  The OCFA’s Budget and Finance Committee serves as the Audit 
Committee.  Two-way communication is needed in order to: 

• Communicate the auditors’ responsibilities (i.e., scope of the audit); 
• Obtain information relevant to the audit; 
• Provide timely observations arising from the audit that are relevant to the governing 

body’s responsibilities in overseeing the financial reporting process; and 
• Communicate any significant findings in writing. 

mailto:robertcortez@ocfa.org
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The required two-way communication regarding audit matters is presented to this Committee via 
a written SAS No. 114 Auditor Communication Letter (Attachment 1) from OCFA’s independent 
financial auditors Lance, Soll & Lunghard, LLP (LSL).  In addition, a representative from the audit 
engagement team provides a presentation to the Committee at the beginning of the audit 
process.   LSL is scheduled to begin its Fiscal Year 2019/20 interim audit fieldwork on May 4, 
2020.  Currently, LSL plans to conduct its interim audit fieldwork remotely due to the COVID-19 
pandemic, and will work with OCFA’s Finance staff to coordinate that process.  The auditors will 
also present the financial statements to the Committee and Board of Directors at the completion of 
the audit later this year. 
 
Attachment(s) 

1. SAS No. 114 Auditor Communication Letter from LSL 



March 19, 2020 

Robert C. Cortez 
Assistant Chief, Business Services 
Orange County Fire Authority 
1 Fire Authority Road 
Irvine, CA 92602 

We are engaged to audit the financial statements of the governmental activities, the aggregate discretely 
presented component units, each major fund, and the aggregate remaining fund information of the 
Orange County Fire Authority (the “Authority”) for the year ended  June 30, 2020.  In addition, we were 
engagement to perform an audit of the financial statement for the OCFA Foundation (the “Foundation”) and 
the Single Audit for the year ended June 30, 2020.  Professional standards require that we provide you with 
the following information related to our audit. We would also appreciate the opportunity to meet with you to 
discuss this information further since a two-way dialogue can provide valuable information for the audit 
process. 

Our Responsibilities under U.S. Generally Accepted Auditing Standards, Government Auditing 
Standards and the Uniform Guidance, 

As stated in our engagement letter dated March 19, 2020, our responsibility, as described by 
professional standards, is to express opinions about whether the financial statements prepared by 
management with your oversight are fairly presented, in all material respects, in conformity with 
U.S. generally accepted accounting principles. Our audit of the financial statements does not relieve you 
or management of your responsibilities. 

In planning and performing our audit, we will consider the Authority’s internal control over financial reporting 
in order to determine our auditing procedures for the purpose of expressing our opinions on the financial 
statements and not to provide assurance on the internal control over financial reporting. We will also 
consider internal control over compliance with requirements that could have a direct and material effect on 
a major federal program in order to determine our auditing procedures for the purpose of expressing our 
opinion on compliance and to test and report on internal control over compliance in accordance with the 
Uniform Guidance.  

As part of obtaining reasonable assurance about whether the Authority’s financial statements are free of 
material misstatement, we will perform tests of its compliance with certain provisions of laws, regulations, 
contracts, and grants. However, providing an opinion on compliance with those provisions is not an 
objective of our audit. Also in accordance with the Uniform Guidance, we will examine, on a test basis, 
evidence about the Authority’s compliance with the types of compliance requirements described in the 
U.S. Office of Management and Budget (OMB) Compliance Supplement applicable to each of its major 
federal programs for the purpose of expressing an opinion on the Authority’s compliance with those 
requirements.  While our audit will provide a reasonable basis for our opinion, it will not provide a legal 
determination on the Authority’s compliance with those requirements. 
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                        Attachment



 

 
Orange County Fire Authority 
Page 2 
  
Generally accepted accounting principles provide for certain required supplementary information (RSI) to 
supplement the basic financial statements. Our responsibility with respect to the management’s discussion 
and analysis, the schedule of proportionate share of the net pension liability, the schedule of changes in 
net pension liability and related ratios, the schedule of changes in net OPEB liability and related ratios, the 
schedules of contributions, and the schedules of money weighted rate of return, which supplement the 
basic financial statements, is to apply certain limited procedures in accordance with generally accepted 
auditing standards. However, the RSI will not be audited and, because the limited procedures do not provide 
us with sufficient evidence to express an opinion or provide any assurance, we will not express an opinion 
or provide any assurance on the RSI. 
 
We have been engaged to report on the combining and individual fund statements and schedules which 
accompany the financial statements but are not RSI. Our responsibility for this supplementary information, 
as described by professional standards, is to evaluate the presentation of the supplementary information 
in relation to the financial statements as a whole and to report on whether the supplementary information is 
fairly stated, in all material respects, in relation to the financial statements as a whole. 
 
We have not been engaged to report on the introductory and statistical sections of the Comprehensive 
Annual Financial Report which accompany the financial statements but are not RSI. Our responsibility with 
respect to this other information in documents containing the audited financial statements and auditor’s 
report does not extend beyond the financial information identified in the report. We have no responsibility 
for determining whether this other information is properly stated. This other information will not be 
audited, and we will not express an opinion or provide any assurance on it. 

Planned Scope, Timing of the Audit, and Other 
 
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements; therefore, our audit will involve judgment about the number of transactions to be 
examined and the areas to be tested. 
 
Our audit will include obtaining an understanding of the entity and its environment, including internal 
control, sufficient to assess the risks of material misstatement of the financial statements and to design the 
nature, timing, and extent of further audit procedures. Material misstatements may result from  
(1) errors, (2) fraudulent financial reporting, (3) misappropriation of assets, or (4) violations of laws or 
governmental regulations that are attributable to the entity or to acts by management or employees acting 
on behalf of the entity. We will generally communicate our significant findings at the conclusion of the 
audit. However, some matters could be communicated sooner, particularly if significant difficulties are 
encountered during the audit where assistance is needed to overcome the difficulties or if the difficulties 
may lead to a modified opinion. We will also communicate any internal control related matters that are 
required to be communicated under professional standards. 
 
We will include the financial information for plan assets for the retiree medical plan held in trust with Orange 
County Employees Retirement System (the “Trust”) and include the opinion of the group auditor.  The 
component auditors will perform work on the financial information of the Trust that will be used as audit 
evidence for the reference component unit audit opinion. 
 

We expect to begin our audit on approximately May 1, 2020 and issue our report on approximately October 
15, 2020. Bryan S. Gruber, CPA, is the engagement partner and is responsible for supervising the 
engagement and signing the report or authorizing another individual to sign it. 
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This information is intended solely for the use of the Board of Directors and management of the  
Orange County Fire Authority and is not intended to be, and should not be, used by anyone other than these 
specified parties. 
 
Very truly yours, 
 

 



 

Orange County Fire Authority 

AGENDA STAFF REPORT 

Budget and Finance Committee Meeting Agenda Item No. 3C 

April 8, 2020 Discussion Calendar 

Options to Mitigate Escalating Charges to 

Cash Contract Cities 

 

Contact(s) for Further Information 

Lori Zeller, Deputy Chief lorizeller@ocfa.org 714.573.6020 
Administration & Support Bureau 

Robert Cortez, Assistant Chief robertcortez@ocfa.org 714.573.6012 
Business Services Department 
 
Summary 

This item is submitted to facilitate a Study Session, as requested by the Budget and Finance 
Committee, regarding options that could be implemented to relieve escalating charges to OCFA’s 
cash contract cities.   
 
Prior Board/Committee Action 

At the January 8, 2020, meeting, the Budget and Finance Committee (B&FC) discussed the options 
presented and directed staff to return in February 2020 with additional information.   
 
At the January 9, 2020, meeting of the City Managers’ Technical Advisory Committee (TAC), the 
TAC expressed some interest in the options, with a few TAC members requesting individual 
briefings.  There was also a suggestion to consider requiring future payback if relief is offered and 
a cash contract city later exercises its option to withdraw from OCFA. 
 
At the February 11, 2020, meeting of the B&FC, the Committee recommended that the Board of 
Directors approve Option 1 with a payback provision and directed staff to return in two years for 
a progress review. 
 
At the March 11, 2020, meeting of the B&FC, the Committee continued the item to a special 
meeting of the B&FC to be held on March 25, 2020.  The special meeting was subsequently 
canceled due to impacts associated with the COVID-19 pandemic, and staff was directed to 
schedule the item for the regular meeting on April 8. 
 
RECOMMENDED ACTION(S) 

Conduct a study session and provide direction to staff. 
 
Impact to Cities/County 

Proposed adjustments to the cash contract city annual charge calculations could relieve pressure 
arising from on-going increases to cash contract cities.  Stability in future charges to cash contract 
cities will benefit OCFA’s regional system by improving the stability of its members.  
 
 

mailto:lorizeller@ocfa.org
mailto:robertcortez@ocfa.org
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Fiscal Impact 

Fiscal Update in Light of COVID-19  
Over the last few weeks, the world has dramatically changed as a result of the COVID-19 
pandemic.  We recognize that the impacts of COVID-19 will not be known for some time and will 
likely impact the resources of public agencies throughout the United States and in particular, 
California. We are bringing back this agenda item, as previously directed prior to the recent 
changes with the COVID-19 pandemic.  In doing so, we are mindful of the uncertainty of the 
situation.   
 
Fiscal Impact Specific to Agenda Item 
Approval of the suggested adjustments will positively impact cash contract cities by facilitating a 
quicker depletion of the recapture bank compared to status quo and allowing annual increases to 
drop below the annual cap of 4.5% in FY 2021/22.  OCFA’s cash contract revenue will remain 
unchanged in FY 2020/21 and will be reduced by an estimated $1 million in FY 2021/22, compared 
to status quo.  A progress review will then be initiated with the Budget and Finance Committee as 
we enter the FY 2022/23 budget development process. 
 
Background 

Each year, OCFA’s budget staff completes detailed calculations to determine increases to cash 
contract city charges.   As part of this process, any budgetary cost increases that are not applicable 
to cash contract cities are excluded from the charge calculation.  Exclusions have historically 
included items such as fee-funded expenses, grant-funded expenses, or expenses specific to the 
structural fire fund portion of OCFA’s jurisdiction.   
 
Pursuant to the OCFA’s Amended Joint Powers Agreement and subsequent amendments 
(collectively referred to as “the JPA”), the annual calculated increase for cash contract cities is 
capped at 4.5% per year.  Any increase greater than the 4.5% cap is “banked” for recapture in a 
future year if/when the annual increase is less than 4.5%.  Currently, there is an accumulated value 
of 5% “banked” for recapture and addition to cash contract charges in FY 2020/21 and beyond1.  
This means that if the OCFA’s base budget were to have no increase whatsoever in FY 2020/21, 
nearly all of our cash contract cities (except Santa Ana and Garden Grove) would still incur an 
increase to their contract charges of the maximum 4.5% purely from the recapture bank.   
 
In reality, there will be cost increases to the OCFA budget in FY 2020/21 driven by a variety of 
factors such as salaries and benefits, vendor contract increases, the accelerated pension paydown 
plan, and/or staffing and program enhancements that may be requested. 
 
Some members of the OCFA Board of Directors have spoken individually with staff about 
exploring options to reduce the increases that cash contract cities are incurring from OCFA 
charges.  It is very beneficial for OCFA to retain all cash contract members in our regional service 
delivery system for a variety of reasons (e.g., continuity of service area, sharing of costs, etc.), and 
we can positively impact that goal by stabilizing charges to those members.  To this end, staff 
identified options that may be feasibly implemented to mitigate escalating charges to OCFA’s cash 
contract cities and began exploring the options with the B&FC at its January 8, 2020, meeting. 
 
                                                 
1 The value that is currently banked for recapture for Santa Ana is less (currently 3.5%) because the Board 
previously approved exclusion of accelerated pension paydown payments for Santa Ana, due to the fact that the 
unfunded pension liability accrued prior to Santa Ana joining OCFA.  Also, the value banked for recapture for 
Garden Grove is 0%; OCFA has not incurred cost increases in excess of the cap since Garden Grove joined. 
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Mitigation Options Discussed with B&FC and City Manager’s TAC in January 2020: 
 
 Option 1:  Direct staff to exclude the value of accelerated pension paydown payments from 

the annual increase calculation for cash contract cities beginning in FY 2020/21, for the 
regional benefit of stabilizing future pension costs, while also stabilizing rising cash contract 
city charges.  This exclusion will not apply to regular required payments of pension liability, 
as established by the Orange County Employees Retirement System (OCERS) each fiscal year. 

 
 Option 2:  Direct staff to exclude the value of new costs that are approved for addition to the 

annual budget in FY 2020/21 from the annual increases charged to cash contract cities when 
the addition enhances OCFA’s ability to provide regional, system-wide services throughout 
our jurisdiction.  This exclusion will not apply to cost increases associated with current services 
already in place. 

 
Implementation of Option 1 would allow draw-down of the value in the recapture bank much faster 
than Option 2, potentially completing the draw-down in FY 2021/22, whereas conservative 
projections without this change indicate that the 5% recapture bank won’t be resolved until 
FY 2022/23 with Option 2, or later if neither option is pursued. 
 
Committee Feedback to Proposed Mitigation Options in January 
Feedback provided by the B&FC and the TAC was aligned in that members of both Committees 
expressed desire to: 

 Take steps toward stabilizing cash contract charges 
 Further stabilize membership in OCFA 
 Continue pension paydown, with cash contract cities paying their fair share 
 Require payback to OCFA of the relief offered under Option 1 related to accelerated 

pension paydown, should a cash contract city later exercise its option to withdraw 
 
While we don’t anticipate the loss of all cash contract cities, the B&FC was interested in 
understanding the potential impacts of such a situation.  Therefore, staff provided a service area 
map demonstrating the gaps in operational jurisdiction that OCFA would incur if all cash contract 
cities were not a part of the system (Attachment 2) along with budgetary impacts listed below.   

 Revenue reduction of $113,873,640 
 Corresponding expenditure and service reductions in fire, medic, support, capital, and 

administrative functions 
 
These impacts are not all-inclusive and are intended only to provide a brief glimpse into the 
significant impacts that would occur without cash contract cities as a part of the OCFA system.  
The stability of OCFA and our seamless service jurisdiction is greatly enhanced by keeping all 
member agencies as partners in our regional system.   
 
February Discussions with B&FC  
At the February B&FC meeting, the Committee recommended Option 1 (to exclude the value of 
accelerated pension paydown payments).  In addition, the Committee recommended that staff 
return to the B&FC in two years for a progress review, and they recommended adding a provision 
that would require payback to OCFA of the relief offered under Option 1 should a cash contract 
city later exercises its option to withdraw from OCFA.  Conceptual terms for a payback agreement 
are anticipated to include the following: 
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 Each cash contract city will have the ability to opt-in to receive the annual savings in return 
for agreeing to pay back the accumulated savings if the city later exercises its option to 
withdraw from OCFA (i.e., the city provides notice to OCFA in 2028 and withdraws from 
OCFA effective 2030). 
 

 The annual savings for each city that opts-in will be calculated and provided in writing to 
the city at the time the annual cash contract charge letters are provided.  In addition to 
disclosing the annual savings, the running total of savings that accumulates over multiple 
years will be disclosed. 
 

 The agreement will disclose that the OCFA Board of Directors may vote to discontinue 
this mitigation program following the planned review in two years, or at the time of any 
future program reviews.   
 

 Lacking a vote by the Board of Directors to discontinue the mitigation program, the savings 
offered under this program will continue each year until the earlier of: 

o June 30, 2030, which is the end of the current ten-year membership window of the 
OCFA Joint Powers Agreement (JPA); or  

o The year in which the goals of the Accelerated Pension Paydown Plan are completed, 
which includes achieving 85% funding for the Pension Plan and 100% funding for the 
Retiree Medical Plan – at which time OCFA will have reached the natural end for the 
accelerated pension paydown payments. 

 
February – March Individual Outreach & Briefings 
Following the February B&FC meeting, staff engaged in additional outreach meetings with OCFA 
City Managers and Directors to gather additional input on options to be considered, to solicit new 
ideas, and to confirm whether the work effort underway by staff and the B&FC is properly aligned 
with the interests of our members.  Comments and suggestions received include:  

 OCFA should require cash contract cities to continue to pay their full cost of fire service 
 Consider variations of Option 1 and 2, with all variations including the payback provision 
 Consider Option 1 for two years, and then switch to Option 2 after two years 
 Ensure that the provision of relief does not negatively impact the pension paydown plan 
 Ensure that OCFA’s financial health is not negatively impacted  
 Explore formation of an Ad Hoc Committee to continue review of options  
 Evaluate OCFA’s cost of services with an emphasis on lowering costs or slowing growth 
 Further evaluate “what problem are we trying to solve?” 

o Is this just a band-aid that will cause need for another band-aid in the future? 
o What are the more detailed circumstances of cash contract cities’ financial condition? 

 Add two more specific options to the staff report for formal consideration, to include: 
o Option 3 – Do nothing 
o Option 4 – Establish a Working Group to include a maximum of 6 Directors (mix of 

cash contract and structural fire fund) and not to reflect a subset of B&FC members.  
The intended purpose of the Working Group would be to further vet the need for 
options, and the scope of options. 

 
Attachment(s) 

1. Comparison of Mitigation Options 
2. OCFA Service Area Map 
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Summary of Projected Contract Charge Increases 

Mitigation Options 1 and 2 

 
 

 2020/21 2021/22 2022/23 2023/24 

 
 
Option 1: 

    

(A) Starting Recapture Bank Balance  (Note) 5.00% 0.14% 0.00% 0.00% 

(B) Calculated Increase to Contracts Before Recapture Bank (0.36%) 2.68% 1.52% 1.44% 

(C) % Draw-Down from Recapture Bank & Added to Contract Increase  4.86% 0.14% 0.00% 0.00% 

(D) Total Increase to Contract After Recapture Bank  (B + C = D) 4.50% 2.82% 1.52% 1.44% 

(E) Ending Recapture Bank Balance (A – C = E) 0.14% 0.00% 0.00% 0.00% 

 
 
Option 2: 

    

(A) Starting Recapture Bank Balance (Note) 5.00% 3.12% 1.67% 0.00% 

(B) Calculated Increase to Contracts Before Recapture Bank 2.62% 3.05% 2.27% 2.04% 

(C) % Draw-Down from Recapture Bank & Added to Contract Increase  1.88% 1.45% 1.67% 0.00% 

(D) Total Increase to Contract After Recapture Bank  (B + C = D) 4.50% 4.50% 3.94% 2.04% 

(E) Ending Recapture Bank Balance (A – C = E) 3.12% 1.67% 0.00% 0.00% 

Reduction to Annual Increases – Option 1 vs. Option 2 0.00% (1.68%) (2.42%) (0.61%) 

   
Note:  The value that is currently banked for recapture for Santa Ana is less (currently 3.5%) because the 
Board previously approved exclusion of accelerated pension paydown payments for Santa Ana, due to the 
fact that the unfunded pension liability accrued prior to Santa Ana joining OCFA.  Also, the value banked 
for recapture for Garden Grove is 0%; OCFA has not incurred cost increases in excess of the cap since 
Garden Grove joined. 
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