KENSINGTON POLICE PROTECTION
AND COMMUNITY SERVICES DISTRICT

AGENDA

A Special Meeting of the Finance Committee of the Kensington Police Protection and
Community Services District will be held Wednesday, October 21, 20135, at 6:00 P.M., at the
Community Center, 59 Arlington Avenue, Kensington, California.
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2.

Call to Order/Roll Call 6:00 P.M.

Public Comments Members of the public may address the Committee on any issue not
listed on the agenda that are within the purview of the Committee. Comments on matters
that are listed on the agenda may be made at the time the Committee is considering each
item. Each speaker is allowed a maximum of five (5) minutes per Board Policy 5030.41.

Approval of the Finance Committee Minutes.

a) Minutes of the Finance Committee Special of July 30, 2015
b) Minutes of the Finance Committee Special of August 19, 2015

The Finance Committee will review and discuss the five year budget projections from
2014/15 through 2019/20. This items was originally discussed by the Finance Committee
at its meeting on January 29, 2015. The General Manager was asked to bring this item
back for further discussion and review.

The Finance Committee will review and discuss, and potentially take action to
recommend a policy for District Budgetary Reserves. The Committee first reviewed this
item on January 21, 2015, from a presentation by Jim Watt. The Committee took no
action at the time and Mr. Watt would like the Committee to take another look at his
recommendations.

The Finance Committee will review and discuss, and potentially take action to
recommend guidelines for a variance report. The Committee first considered this item at
its July 30, 2015 meeting.

General Information-Accessible Public Meetings

NOTE:UPON REQUEST THE KENSINGTON POLICE PROTECTION AND
COMMUNITY SERVICES DISTRICT WILL PROVIDE WRITTEN AGENDA
MATERIALS IN APPROPRIATE ALTERNATIVE FORMATS, OR DISABILITY-
RELATED MODIFICATION OR DISABILITIES TO PARTICIPATE IN PUBLIC
MEETINGS. PLEASE SEND A WRITTEN REQUEST, INCLUDING YOUR NAME,
MAILING ADDRESS,PHONE NUMBER AND A BRIEF DESCRIPTION OF THE
REQUESTED MATERIALS AND PREFERRED ALTERNATIVE FORMAT OR
AUXILARY AID OR SERVICE AT LEAST 2 DAYS BEFORE THE MEETING.
REQUESTS SHOULD BE SENT TO:

217 Arlington Avenue ¢ Kensington, California 94707-1401 e (510) 526-4141



District, 217 Arlington Ave, Kensington, CA 94707. POSTED: Public Safety Building-
Colusa Food-Library-Arlington Kiosk- and at www.kensingtoncalifornia.org.

Complete agenda packets are available at the Public Safety Building and the Library.

All public records that relate to an open session item of a meeting of the Kensington
Police Protection & Community Services District that are distributed to a majority of the
Board less than 72 hours before the meeting, excluding records that are exempt from
disclosure pursuant to the California Public Records Act, will be available for inspection
at the District offices, 217 Arlington Ave, Kensington, CA 94707 at the same time that
those records are distributed or made available to a majority of the Board.

The deadline for agenda items to be included in the Board packet for the regular monthly
meeting is the Wednesday before the regular scheduled Thursday meeting the following
week.



KPPCSD Finance Committee Meeting Minutes for 7/30/15

A Special Meeting of the Finance Committee of the Kensington Police Protection and
Community Services District was held Thursday, July 30, 2015, at 6:00 P.M., at the
Community Center, 59 Arlington Avenue, Main Room, Kensington, California.

ATTENDEES

Committee Members Speakers/Presenters
Len Welsh Adam Benson - Renne, Sloan
Chuck Toombs, Director Deborah Russell, CPA
Paula Black Rick Artis
Paul Dorroh Catya de Neergaard
Gloria Morrison Mabry Benson
Karl Kruger Lori Trevino

Jim Watt

Bharat Trehan

Simon Brafman

Pat McLaughlin

Paul Haxo

Staff Members

GM/COP Kevin Hart

Sgt. Hui (Adjusted time)

Lynn Wolter, District Administrator

Press

President Len Welsh called the meeting to order at 6:00 PM.

President Welsh introduced the meeting by announcing that the committee would review the most recent
version of the budget but that there was no MOU or audit, and that the Committee would proceed with
what it had, in advance of the August Board meeting.

President Len Welsh, Director Chuck Toombs, Paul Haxo, Karl Kruger, Paula Black, Jim Watt, Paul
Dorroh, Pat McLaughlin, Simon Brafman, Gloria Morrison, Bharat Trehan, General Manager Hart, and
District Administrator Wolter were present. Derek Suring, Elena Caruthers, Linda Lipscomb, and Tony
Lloyd, were absent.
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PUBLIC COMMENTS

None.

COMMITTEE MEMBER COMMENTS

Pat McLaughlin noted that there had been a note, among the meeting packet materials, from someone
concerned about the composition of the Committee. She said she thought the Committee had gotten much
too large. She recommended that the President reconsider its size. President Welsh questioned her rationale.
She responded that a committee of five, which concentrated on only the budget, could more easily discuss
and process information; it took too long to get 12 people onto the same page. She also said she didn’t think
the Diablo Fire Safe Grant letter should be among the things addressed by the Committee. GM Hart
responded that the receipt of the $5,000 — for maintenance of the Community Center grounds — would
impact the budget.

Paul Haxo asked about the status of the actuarial report. GM Hart responded that he was on top of this and
that it should be ready scon.

President Welsh noted, for the record, that Paula Black had just arrived at 6:06 P.M.

Simon Brafman said the Hertz rental car issue, information about which had been posted on Kensington
Next Door, had caused more confusion, rather than clearing things up. He said he wished that the
information had been more meaningful and transparent. President Welsh said he respectfully disagreed. He
said that the information that had been posted originally had been completely wrong and that the Chief had
spent a lot of time correcting the record.

Paula Black asked what the Board expected from the Finance Committee. President Welsh responded that
the purpose was to make recommendations to the Board on financial matters, particularly on the budget and
that, if there were other matters the Committee should address it would do so. He said the Committee’s
purpose was to deliberate, ask questions, and serve in an advisory capacity. President Welsh noted that
there had been changes between the version of the budget that the Committee had seen previously and the
version to be considered that night. He also noted that Karl Kruger had asked that the Committee address
policy guidelines for a variance report. Ms. Black asked if the Committee’s role would be identify changes
it thought should be made and then make motions. President Welsh responded, yes. Gloria Morrison noted
that the Policy Manual provided a good description of the Finance Committee’s role.

Bharat Trehan asked when the Committee would begin to discuss the District’s long-term finances.
President Welsh said he hoped the Committee would adhere to a quarterly schedule and that each such
meeting would allow the Committee to compare actual to budget. Mr. Trehan noted that the District had
been running an annual deficit of about 2 — 3% and that this needed to be addressed for the long term.
President Welsh said a long-term projection really couldn’t be done until the District had a contract with
the police.

Discussion ensued about the actuarial report and the amount that had been used in the budget based upon

the report’s information. President Welsh noted that, because of concern about the amount cited in the most
recent actuarial report, the District might want to explore using a different actuary.

1. Approval of the Finance Committee Meeting Minutes from June 23, 2015.
a. Correspondence received.

Gloria Morrison said she would like the words “”for confirmation that” replaced by the word “whether”.

KPPCSD Finance Committee Minutes — July 30, 2015



Paula Black noted the roll call was inaccurate. President Welsh, Director Toombs, Paul Dorroh, Derek
Suring, Karl Kruger, Jim Watt, Gloria Morrison, and Simon Brafinan were present. Paul Haxo, Paula
Black, Tony Lloyd, Linda Lipscomb, Pat McLaughlin, Bharat Trehan, and Elena Caruthers were absent.

Rick Artis said he didn’t want to change the minutes but that he did want to re-state, for the July 30"
minutes, what he’d meant to say at the June 23™ meeting, with respect to his comments about a values-
based role for the Finance Committee. He said that many of the time-consuming discussions that took place
at the Board level should take place around the values in how the Finance Committee was approaching the
budget. He said, for example, that Jim Watt had raised the subject of building reserves and that this was a
values-driven discussion. He said such discussions, on a rational level, were best had among a group such
as the Finance Committee. He encouraged debate on both a values and pragmatic perspective to discuss
where the money comes from and where it goes. He also said that such discussions would mean that the
Committee would need to meet more often than once a quarter. GM Hart responded that, once the District
got past the budget, he wanted to return to the Committee to discuss strategies for building the budget for
the future. He said he also wanted to return to the Committee with the audit.

MOTION: Karl Kruger moved, and Len Welsh seconded, that the minutes be approved as amended.
Motion passed 11 —0.

Ayes: Welsh, Toombs, Black, Dorroh, Morrison, Kruger, Watt, Trehan, Brafman, McLaughlin,
Haxo Noes: Absent: Suring, Caruthers, Lipscomb, Lloyd

Catya de Neergaard said she wanted to reiterate the comments that had been made by the prior speaker,
noting that she’d like to see the Committee empowered with the resources to go over each line item and, in
particular, to have the detail for each line item in order to see what the expenses really were. She said she
also thought the Finance Committee members should be appointed in the same manner as the Ad Hoc
Committee members had been, with each Director selecting two members. She said the meetings were run
in an inclusive way. She asked CPA Deborah Russell why the Fiscal-Year 2014 Audit was so late. GM
Hart responded that Ms. Russell was prepared to address the question later in the evening.

2. Discussed possible recommendations to the Board regarding a variance report to include within
monthly P&L statements. Determine possible threshold stated as a percent or dollar amount.

GM Hart asked Ms. Russell to discuss this issue and possible options. Ms. Russell directed Committee
members to the sample Unaudited Profit and Loss Statement for May contained in their packets. She
explained that this sample report included additional columns identified as “$ Over Budget™ and “% of
Budget”. She said that this format would enable people to identify things that stood out, one way or the
other. Director Toombs said he’d like to see standards of materiality and asked if footnotes could be added
for significant variances. Rick Artis noted that footnotes could be added if Excel were to be used. Ms.
Russell agreed with Mr. Artis’s comments.

Ms. Russell explained that the budget was cash-based and the audit was accrual-based. She said that some
line item amounts appeared as a single amount for a given month but other amounts were divided by a
given number of months and that, sometimes, such divisions didn’t exactly match accounts payables
amounts. She noted that, sometimes, variances resulted from timing differences.

Paul Haxo recommended preparing a verbal report for variances that stood out as unusual. Pat McLaughlin
noted that such a variance report had been prepared monthly when she had served on the Board. GM Hart
asked what percent of variance should be addressed in a verbal report. Paul Haxo responded that it should
be whatever looked important and said there would likely be five or six of these per month.

Paul Dorroh said that his experience with variance reports was that, primarily, they were tools for

management and, secondarily, they were tools for the oversight group. He said there should be a clear
guideline for management so they can start spotting things as they begin to develop. He said a 5%
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guideline, unless it was for a small dollar amount, would be a good guideline. Specifically, he suggested
5% and greater than $1,000 should be reported on by management.

Gloria Morrison said that, on a periodic basis, she would like to see a report on available cash. Ms. Russell
responded this was more of a balance sheet item but that such information could be made available if
people wanted to see it. Ms. Morrison said she’d also like to see an explanation for changes in reported
available cash balances, specifically changes in cash flow. Ms. Russell said that providing this information
was possible.

Ms. Russell noted that, for some line items, once they were “off”, they would remain “off”, and that a
variance report should focus on what’s new.

President Welsh solicited comments about Mr. Dorroh’s suggestion. Karl Kruger responded that percentage
alone was not a good guideline. Ms. Russell said she liked the percentage information because, at the year’s
halfway mark, she expected to see percentages in the 50% range. She said that the report presented was
what QuickBooks offered but that she could put the data into Excel to produce different information.

President Welsh asked that GM Hart and Ms. Russell get together and return to the next meeting with a
proposal based on input received. He said there should be line items, such as salary, that would be
discussed in a monthly report and that other items should be discussed as needed, based on a percentage or
dollar amounts. GM Hart said he and Ms. Russell would get together. He said it might take one or two
months to develop recommendations. President Welsh said that Ms. Russell should continue to prepare the
report as it had been prepared in the past and that any changes would be determined following future
Committee discussions.

Jim Watt questioned why the Levy Tax was coded as Police Revenue when it was used for police and other
expenses. Pat McLaughlin responded that this had been inherited and that she would research the
percentage allocations that had been used historically

Catya de Neergaard asked why there was no June 30" P&L. Ms. Russell responded this was because she
had yet to make year-end adjustments.

GM Hart reported that he expected the audit report the next day and asked if the Finance Committee
wanted to meet again to discuss the report before the Board reviewed it on August 13"

President Welsh asked what grade the District had earned. Ms. Russell said she had the opinion and that the
District had had a clean audit. GM Hart added that his understanding was that the District had always had
clean audits.

Ms. Russell explained why the 2014 Audit was late:

e  The audit was the product of the auditor, not the District

e The financials are the product of the District but they’re scrutinized by the auditor.

e The District was fine, with respect to timeliness up until the 2010-11 Audit, which had been done
and completed by Lamorena Chang. However, because the District was under a Grand Jury
investigation, Lamorena Chang wouldn’t release the audit without a result from that investigation
—he was concerned about possible subsequent events.

e  Although the fieldwork for the 2011 Audit had been timely completed, it wasn’t issued until
December, 2013.

e Lamorena Chang was subsequently replaced by Fechter & Co.

e  Fechter performed the 2012 Audit, which was issued in February 2015. Ms. Russell indicated that
the delay in the release of this audit likely was due, in part, to its greater-than-anticipated
complexity.

e The 2013-14 Audit’s fieldwork began in April 2015 and had just been completed.
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GM Hart said that, although the report was late, there was “no smoking gun™. Ms. Russell said the numbers
contained within the report were intact but that she would like the Committee to help review the footnotes.
She explained that the footnotes were important because they told the reader what was going on.

Questions arose about the actuarial amount. Ms. Russell explained that actuarial reports were produced
every two years and that the amount reflected in the 2013-14 Audit had come from the 2011 Actuarial
Report. She explained that the current actuarial report wouldn’t be ready until August.

Discussion ensued about when the Committee would meet to review the Audit to ensure that the review
would be completed prior to Board packets going out. GM Hart said the Committee should meet on August
6™, with the intent to push for an August 13™ presentation of the Audit to the Board. Committee consensus
was that this timing seemed too tight.

MOTION: Karl Kruger moved, and President Welsh seconded, that GM Hart bring the Audit to the
Committee prior to the Board’s September meeting.

Motion passed.

Ayes: Welsh, Toombs, Black, Dorroh, Morrison, Kruger, Watt, Trehan, Brafman, McLaughlin,
Haxo Noes: Absent: Suring, Caruthers, Lipscomb, Lloyd

GM Hart proposed that the Finance Committee meet on August 19%, at 6:00 PM, to review the Audit,
assuming the Community Center room was available. Committee consensus was that the Draft Audit be
made available to the public at least five days prior to August 19%.

3. The Finance Committee reviewed and discussed the 2015-16 Proposed Budget submitted to the
Board of Directors by General Manager Kevin Hart at its meeting on July 9, 2015.

GM Hart provided an overview of the Proposed 2015-16 Budget. He summarized revenue and expense line
items and reported that revenue would exceed expenses by $69,445. He also reported that Unassigned Fund
Balances equaled 4 1% of expenditures.

Gloria Morrison asked for clarification that Capital Outlay Account 972 was for “new” park items and not
the Community Center. Pat McLaughlin said she would prepare a memo about a new capital outlay account
for the Community Center/*Old” Park. It was agreed that the budget line item should be left, as presented,
for the park.

Jim Watt expressed concern about the long term, especially with respect to officers’ salaries and benefits,
even though the short term looked good. GM Hart responded that Officer Turner had left, that he would
hold off until October to fill that position, and that any savings recognized would go into savings. He
explained that, with the vacancy, overtime and recruiting costs could increase.

Jim Watt questioned the amount, $31,000, set for Account 521T. Ms. Russell explained that 521R and
521T, combined, equaled the required OPEB amount. Jim Watt said he didn’t think this was a sufficient
amount. Ms. Russell explained that more money than required could be placed in the OPEB Trust but that,
once placed there, the money couldn’t be withdrawn. Adam Benson added that the amount that Kensington
had contributed to its OPEB Trust was well ahead of that for many of the cities for which he works.

Discussion ensued about the amount due to PERS for retirement benefits. GM Hart reported that the
District had just made a one-time payment of $97,000 for this, thereby saving the District $7,000.

The Committee discussed the amount that had been budgeted for Account 835 (Consultants) of $6,000.

There was discussion about whether this amount should be increased to $50,000 for the Ad Hoc
Governance Committee.
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Regarding Levy Tax Revenue, Lori Trevino said the amount should be $1.55 million. GM Hart said he had
used a more conservative $1.51 million. Ms. Russell responded that the calculation used to get the $1.55
million amount had not taken into account that not everyone paid his or her property taxes.

Jim Watt asked what the compensated absences liability was. Ms. Russell responded that it was $89,000.

Mr. Watt said he thought the District should have a 25% contingency fund. Ms. Russell questioned why it
would make sense to set aside this much money and make it unavailable. Mr. Watt responded that the
California Special Districts Association recommended this percentage. GM Hart recommended putting a
discussion of this item on hold and having the Committee make a recommendation in the future.

Paula Black asked what MOU assumptions had been made, with respect to the budget. President Welsh
replied that the old MOU had been used and that it contained provisions for things such as step increases,

GM Hart had put a new police vehicle in the budget. President Welsh said that, as the Chief of Police, this
was an area of GM Hart’s expertise. He said it was known that the District had an aging fleet and that he
wasn’t going to second-guess the Chief. Bharat Trehan and others agreed.

GM Hart reported that the 2015-16 budget was $150,000 less than the prior year’ budget.

Karl Kruger said he was happy that the amount budgeted for legal expenses had been reduced. He also said
he wanted to see a policy for weapons. President Welsh and GM Hart responded that this wasn’t a Finance
Committee issue. GM Hart said he was committed to a weapons policy. President Welsh said he wanted to
give GM Hart a chance to run the District.

Paul Dorroh asked about the possibility of pursuing grant funds. GM Hart responded that he would try to
find such talent, using social media, after the budget was adopted. He said he hoped there also would be
opportunities for partnerships.

MOTION: Gloria Morrison moved, and Paul Haxo seconded, that the Finance Committee approve,
on third reading, and move the budget on to the Board — allowing for minor modifications, in
accordance with the Finance Committee’s discussion, by GM Hart and Debbie Russell.

Motion passed.

Ayes: Welsh, Toombs, Black, Dorroh, Morrison, Kruger, Watt, Trehan, Brafman, McLaughlin,
Haxo Noes: Absent: Suring, Caruthers, Lipscomb, Lloyd

Director Toombs asked about money for the Ad Hoc Committee. Finance Committee consensus was that
GM Hart should use his judgment in determining an amount.

Final questions were posed about the audit. Ms. Russell reiterated that the District had received a clean
opinion and said there had been no material findings.

MOTION: Paul Haxo moved, and Paula Black seconded, that the meeting be adjourned.
Motion passed.

Ayes: Welsh, Toombs, Black, Dorroh, Morrison, Kruger, Watt, Trehan, Brafman, McLaughlin,
Haxo Noes: Absent: Suring, Caruthers, Lipscomb, Lloyd

The meeting was adjourned at 8:58 P.M.

Len Welsh Lynn Wolter
President and Committee Chairman District Administrator
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KPPCSD Finance Committee Meeting Minutes for 8/19/15

A Special Meeting of the Finance Committee of the Kensington Police Protection and
Community Services District was held Wednesday, August 19, 2015, at 7:00 P.M., at the
Community Center, 59 Arlington Avenue, Main Room, Kensington, California.

ATTENDEES
Committee Members Speakers/Presenters
Chuck Toombs, Director Deborah Russell, CPA
Paula Black Celia Concus
Paul Dorroh David Spath

Derek Suring

Karl Kruger

Jim Watt

Elena Caruthers

Simon Brafiman

Pat McLaughlin

Paul Haxo

Linda Lipscomb

Staff Members

GM/COP Kevin Hart

Lynn Wolter, District Administrator

Press

Linea Due

Director Chuck Toombs called the meeting to order at 7:00 PM and took roll call. Director Chuck Toombs,
Paul Haxo, Derek Suring, Karl Kruger, Paula Black, Jim Watt, Paul Dorroh, Elena Caruthers, Pat
McLaughlin, Simon Brafiman, General Manager Hart, and District Administrator Wolter were present.
Linda Lipscomb arrived at 7:07 PM. Len Welsh, Bharat Trehan, Gloria Morrison, and Tony Lloyd, were
absent.

PUBLIC COMMENTS

Jim Watt asked when the updated June 30, 2015 Profit and Loss Statement would be available. GM/COP
Hart responded that it would be ready soon and noted that staff was preparing for the 2014-15 audit
fieldwork that would commence in August. Debborah Russell, CPA, said that she was in the process of
closing the books and making year-end adjustments. GM/COP Hart noted that the District had the
equivalent of one full-time employee and Ms. Russell, a contractor, to assist with the financial operations of
the District. Ms. Russell added that she had, late in the game, been asked to assist in preparing the budget.
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Mr. Watt asked if a five-year plan had been agreed upon. District Administrator Wolter responded that the
process of developing this had been in mid-stream when former GM/COP Harman had left. Mr. Watt noted
that new standards were forthcoming with GASB 68.

Karl Kruger said there was a difference between the five-year forecast and the five-year plan and noted that
Adam Benson had prepared the former in the context of the MOU.

NEW BUSINESS

l. Reviewed and considered recommending approval to the Board of Directors a draft Finance
Report from [ndependent Auditor for fiscal year ending June 30, 2014.

GM/COP Hart asked Ms. Russell to walk the committee through the report. As members of the committee
identified needed amendments, Ms. Russell noted them in her copy of the report so they could be
transmitted to the independent auditor.

Karl Kruger noted that COPS money had been used to fund the tenth officer and asked if the funding would
continue if the department were reduced by one officer. Pat McLaughlin responded that the COPS funding
could be used for other things. GM/COP Hart said he would look into the matter when he re-applied for the
grant.

Comments were made about legal expenses having exceeded the amount budgeted.

Celia Concus commented on the fact that there was no recording being made of the meeting. Director
Toombs noted that minutes were being taken.

David Spath asked if more detail about Measure G should appear on page 3 of the document. Consensus of
the Committee was that it should.

Jim Watt questioned how the District’s money was being invested in LAIF and asked if the District had a
choice in the matter. Ms. Russell responded that the District had no choice because the County managed the
District’s money. Director Toombs added that the County held all of the District’s money.

Director Toombs asked about the District’s obligation with respect to the park bond repayment. Ms. Russell
responded that the District would be obligated to pay $93,430, said that the debt would be paid off in fiscal
year 2020-21, and noted that the bond had been refinanced, at a lower interest rate, with a bank several
years earlier.

Jim Watt said he was unsure of the actuarial assumptions. Ms. Russell responded that the District could ask
the actuarial to use different assumptions when the new report was done. She noted that, unless there was a
major change in the report, the amount used for the 2015-16 Budget would not be changed. She said that
the 2016-17 Budget would reflect the new amount.

Director Toombs asked when the final report would be presented to the Board. Ms. Russell responded that
it would be presented at the September meeting,

Consensus was that the next Committee meeting would be in October and that the agenda would include a
five-year plan and the actuarial report.

MOTION: Pat McLaughlin moved, and Paul Haxo seconded, that the meeting be adjourned.
Motion passed 10 -0

Ayes: Toombs, Kruger, Brafman, Black, Watt, Dorroh, Caruthers, McLaughlin, Haxo
Noes: Absent: Welsh, Trehan, Morrison, Lloyd,

The meeting was adjourned at 8:30 PM.
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Chuck Toombs Lynn Wolter
Committee Co-Chairman District Administrator
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KENSINGTON POLICE PROTECTION
AND COMMUNITY SERVICES DISTRICT

AGENDA

A Regular meeting of the Finance Committee of the Kensington Police Protection and
Community Services District will be held Thursday, Jan 29, 2015, 6:30 P.M., at the
Community Center, 59 Arlington Avenue, Main Room, Kensington, California.

Roll Call

Public Comments

Board Member/Staff Comments
APPROVAL OF CONSENT CALENDAR

a. Minutes of the November 20, 2014 Finance Committee meeting.
COMMITTEE - NEW BUSINESS

1. General Manager/ Chief of Police Greg Harman will review and lead the discussion of
the Kensington Police Protection and Community Services District Fiscal Year 2014/15
through Fiscal Year 2019/20 Budget Projections, with the first set including the costs
associated with the proposed Kensington Police Officers Association/ KPPCSD Contract
agreement and the second set with no change in the current MOU. Committee Action.

2. Members of the Kensington Property Owners Association will present for review and
lead the discussion of their analysis of the financial impact of the proposed Kensington
Police Officers Association/ KPPCSD Contract agreement. Committee Action.
3. Iim Watt will present for review and lead the discussion of his recommendation of
adopting a District financial reserve policy. Committee Action.
Adjournment

General Information

Accessible Public Meetings

NOTE: UPON REQUEST THE KENSINGTON POLICE PROTECTION AND COMMUNITY SERVICES
DISTRICT WILL PROVIDE WRITTEN AGENDA MATERIALS IN APPROPRIATE ALTERNATIVE
FORMATS, OR DISABILITY-RELATED MODIFICATION OR DISABILITIES TO PARTICIPATE IN PUBLIC
MEETINGS.PLEASE SEND A WRITTEN REQULEST, INCLUDING YOUR NAME, MAILING ADDRESS,
PHONE NUMBER AND A BRIEF DESCRIPTION OF THE REQUESTED MATERIALS AND PREFERRED
ALTERNATIVE FORMAT OR AUXILARY AID OR SERVICE AT LEAST 2 DAYS BEFORE THE
MEETING.REQUESTS SHOULD BE SENT TO:

District General Manager Greg Harman, Kensington Police Protection &
Community Services District, 217 Arlington Ave, Kensington, CA 94707

POSTED: Public Safety Building-Colusa Food-Library-Arlington Kiosk-
and at www kensingtoncalifornia.org

Complete agenda packets are available at the Public Safety Building and the
Library.

217 Arlington Avenue, Kensington, California 510 525-414|



Meeting Minutes for 11/20/14

A Regular Meeting of the Finance Committee of the Kensington Police Protection and |
Community Services District was held Thursday, November 20, 2014, at 7:00 P.M.. at
the Community Center, 59 Arlington Avenue, Kensington, California.

ATTENDEES

Committeec Members Speakers/Presenters
Len Welsh, Board President & Commitlee Chairman Gail Feldman
Tony Lloyd, Director Jim Wall o
Elena Caruthers - - Peter Conrad -

Pat McLaughlin

Gloria Morrison

Karl Kruger

Paul Haxo

Staff Members

GM/COP Gregory Harman
Lynn Wolter, District Administrator

Sgt. Barrow (own time)

Board President and Committee Chairman Welsh called the meeting to order at 7:.04 PM.

PUBLIC COMMENTS

Noneg

COMMITTEE MEMBER COMMENTS

Paul Haxo, noted that the Brown Act would prohibit newly elected and current KPPCSD Board members in
attendance who were not on the committee [rom speaking during the meeting.

Pat McLaughlin said she would like to receive, in advance of committee meetings, any documents that
would be discussed.

Paul Haxo and Director Lloyd reiterated Ms. McLaughlin’s request.

President Welsh said he was struggling with what the role of the Finance Committee should be but said he
wanted the committee to be task oriented and clear in its mission.

Karl Kruger said he would like the Finance Commitlee meetings to be a place where the General Manager
would explain variances and issues and then an appointed member of the Committee would present Finance
Committee reports to the Board on a quarterly basis. Mr. Kruger also said he didn’t think the District’s
Profit and Less reports should appear as part of the monthly Board agendas™ consent calendars.

Gloria Morrison asked if information regarding the Finance Committee would change in the proposed

revision of the District’s Policy and Procedures Manual. GM/COP Harman replied that the tasks and
responsibilities hadn’t changed.
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GM/COP Harman said that those who would like to serve on the Finance Committee should contact the
new Board President, as it’s the Board President who assigns people to the Committee,

APPROVAL OF MINUTES

Karl lruger moved, and Gloria Morrison seconded, that the Minutes of April 23, 2014 be approved.
Motion passed unanimously.

President Welsh moved, and Paul laxo seconded, that the Minutes of August 24, 2014 be approved.
Motion passed unanimously.

NEW BUSINESS

Prior to beginning New Business, GM/COP Harman said he would like to change the order of items
presented, placing [tem 3 ahead of Item 2.

. Review, briefing, and stalus discussion of the Kensington Police Protection and Community
Services District 2014-2018 proposed KPOA/KPPCSD Contract Agreement.

GM/COP Harman reported that Directors Chuck Toombs and Pat Gillette had represented the District and

that Sergeant Keith Barrow and Corporal Eric Stegman had represented the Kensington Police Officers

Association (IKPOA) n the contract negotiations. He reported that the two sides had agreed to a four-year
contract, which would have the advantage of saving money and time by not having to negotiate sooner, He

then summarized the basic terms of the agreement:

In the first two years, the officers would receive a salary increase ol 3.75% and would give back
3%, towards the oflicers’ portion of CalPERS, for a net increase in salary of 0.75%. In year 3, the

5

officers would receive a 4.25% increase in pay and would pay an additional 3% Lowards the
officers’ portion of CalPERS, for a net salary increase of 1.25%; and in year four, the officers
would receive a 4.25% salary increase and contribute 50% ol the normal cosl rate up to 12% of
reportable compensation, for an estimated net salary increase of 1.25%. In sum, from year three

on, the officers would pay all 9% of the officers” portion of CalPERS and, in year four, a total of

[2% would go towards reportable CalPERS compensation.

GM/COP Harman said thal the District’s current portion of CalPERS was 38.02% and the

officers’ portion was 9%, with the District covering both portions. He reported that, in the 1980's,
the officers received the benefit of having the District pay the officers’ portion in lieu of a salary

increase.

GM/COP Harman said that, over the four-year term, the net cost of the proposed agreement to the
District would be $233.,451. He also reported that the officers agreed that the increase would not

be retroactive, Therefore, in the first year, the net cost to the District would be $14,000.

GM/COP Harman also reviewed changes that would occur with medical benefits, with respect to

new hires. He said that, for newly hired officers, in order to receive 100% medical coverage for

life. an officer would need to have been a PERS participant for at least 20 years, with the last five

vears serving as an officer with the KKensington Police Department. He said that. in the past, the
department often hired older officers but now, the department was hiring younger officers. with
the expectation that they would remain with the department for 20 ta 30 vears.

GM/COP Harman also reported that, for officers hired on or after January 1, 2013, the new
pension benefit would be 2.7% at 57.

KPPCSD Finance Conmmiliee Minutes — November 20, 2014



GM/COP Harman reviewed changes that would occur with the accrual of vacation time. which,
under the new agreement, would be capped at 200 hours,

Jim Watt said that the PERS plan had changed and that the changes would impact the proposed
agreement. GM/COP Harman and President Welsh responded that they would look into this.

GM/COP then proceeded to the next agenda item to explain how the proposed increases could be afforded.

2. Review, briefing, and status discussion of the Kensington Police Protection and Community
Services District 2014-2015 Operating Budgel.

GM/COP Harman said that, at the time the 2014-2105 Budget was approved, a shortfall of $2681< had been
projected. He said thal, because of a number of changes that had occurred since then, a shortfall was no
longer likely to occur. He summarized the changes:

Projected shortfall (8268K)
Officers’ salary increase under proposed agmt, ($141)
COPS funding 1001
Additional property lax revenue 42IC
WCCUSD revenue 25K
Sgt. Hui's participation in Computer Task Force 361
Solid Waste RIFP cost reduction 781K
Revised Projected shortfall for FY 2014-15 ($11)

GM/COP Harman reported that, historically, property taxes had increased by 5% to 6% annually; that
during the last three years properly laxes were flat; and that this year, property taxes were projected to
increase by 9.29%. He said this large increase likely would not recur, since the increase reflected the
reversal of previously granted decreases that had occurred during the downturn in property values several
years earlier.

3. Review, briefing, and status discussion of the Kensington Police Protection and Community
Services District Six Year Fiscal Projection Report.

GM/COP Harman reported that, prior to the above revisions having been made to the 2014-2015 Budgel, it
had been anticipated that the District’s Budgeted Surplus had been $1,276,580 for FY 2014-15 and
$367,327 for FY 2019-20. He said that, following the above revisions, the District’s Budgeted Surplus for
2019-20 had been increased to $973,038.

Peter Conrad expressed concern that the District would still be drawing down reserves.

Gail Feldman suggested that franchise fees revenue and solid waste expenses appear separately from
operating revenue and expenses, as franchise fees would not be available for operational expenses.

[Karl Kruger complimented GM/COP Harman’s six-year projection,
A discussion ensued about the increases in CalPERS pension costs. [t was noted that in 2000 and 2001 (he
Employers’ portion of CalPERS had been zero and that now this portion had climbed to 38.62%. It was

noted that the PERS increases had become difficult for many agencies.

President Welsh suggested that, for the next Committee meeting, there should be a discussion about
reserves.

The meeting was adjourned at 9:12 PM.
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Memorandu

Kensington Police Department

pNSIN

To: Finance Committee e

From: Gregory E. Harman, General Manager/ Chief of Police

Date: January 23, 2015 FORWARDED T0: =
Subject: Finance Committee- New Business Item #1- Discussion of the KPPCSD

Fiscal Year 2014/15 through 2019/20 Budget Projections

Attached you will find two sets of charts that have been prepared by staff, with the first
set an analysis of the fiscal impact of the proposed KPPCSD and the Kensington Police
Officers Association contract, and the second set an analysis of the fiscal impact of
maintaining the current agreement through the next five (5) years.

\v

KPD Memo (04/05) *
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Board Members: Gail Feldman  Paula Black

Kristine Halner John Sullivan
Dear Kensinglon Property Owner,

The financial impact of a newly proposed Memorandum of Understanding (MOU) negotiated between
the Kensington Police Protection and Community Service District (KPPCSD) and the Kensington Police
Officers” Association will have long term financial consequences for the District and Property Owners.
If approved on February 12th, this new MOU sets police salaries and benefits for the next four years.

The Board of the Kensington Property Owners Association (KPOA), with the assistance of other
community professionals, analyzed the current financial condition ol the District. The analysis.
conducted in the wake of two years of operating deficits, evaluates the impact of additional costs on the
District budget and ultimately on property owners, who are the sole support of the police budget through
our taxes. To underscore this support, the cost of policing Kensington requires over 80% of District
funds.

Background on Police MOU

The proposed MOU, which was given its first public review al the November KPPCSD Board meeting,
requires police officers to piclcup 12% of their pension costs over the four-year agreement. This is a
change from the current contract in which the District pays all pension costs, and will reduce the
District’s pension expenses by $124.000 over four years. The new pension provision complies with
the Public Employees Pension Reform Act, which requires employees to contribute to pension costs.
Over the same period, Kensington police officers will receive a |6% salary increase. The District
projects that by the fourth year. the MOU will increase annual police salary and benefit expenses by
$233.500.

Al the November KPPCSD meeling, many Kensington residents expressed their view that (1) the MOU
should be evaluated in the context of its impact on the District budget and finances. (2) the KPPCSD
Board needs to identily how the additional expenses can be paid, and (3) the public, and the newly
elected Board members, should be given adequate time to evaluate the contract terms and budgetary
impacts before a final vote is taken. The KPOA believes that all parties, including laxpayers, must have
an opportunity to evaluate the MOU’s impact on the long-term financial condition of the District,
including the likelihood that taxes would need to be raised in the near future.

KPOA Submits Financial Analysis to KPPCSD

In December, KPOA presented a letter to the KPPCSD Board analyzing the projected impact of the
proposed MOU (included in the board’s agenda packet for 12/1 1/14- www kensingtoncalifornia.org).
Based on data provided by District staff. the County Auditor/Controller and the Actuary at the

California Pension System {CalPERS) and other research, KPOA found that the District’s financial
forecast did not use updated pension rates, and that the cost of the MOU would result in annual
operating shortfalls over several years. These shortfalls would continue to reduce the District’s reserves.
impacting its capacity Lo provide for emergencies, obligated

retiree health benefits and other abligations. including Fiind Balance/Reserves .
improvements to the Community Center. T 5

R - |

KPOA urged the board to develop a plan to address the deficit e \

spending and impact to reserves before approving the new %
MOU. We also suggested incorporating a provision in the e '
MOU requiring that the agreement be renegotiated il shortfalls .
continue to chip away at reserves. '

suraps
s s w7 e

'The fund balance & reserves are projected to decrease by $488.170 over four vears, of which $241.500 is lor
Community Center Repairs.
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At its December meeting, the KPPCSD Board postponed its vote on the MOU until February 12th so
that accurate financial information could be made available tor review by the Finance Committee at its
January 29th meeting.

Following a meeting with the District General Manager/Palice Chief to discuss new property tax
information from the County, KPOA updated our financial forecast (attached), and it continues to show
em e (hat if the MOU is approved, spending may exceed revenue as early
KPPCSD Revenue Gap | as[Y 2015/16. By the end of the MOU in FY 2017/18, we project
| $3,550.000 an annual operating deficit of over $132,000.

£4 450,107

= Call for Action

53,350,000

53,450,000 ey

52.050.000 r_s____,g,//-‘g"/ [n the near future. the District will consider further community input
$2,750.000 e - an police service in Kensington. Exploration of options with

i 1415 15416 16717 1RA18 0 i i CE ww g i ;

| | professional experts and jurisdictions that are addressing the high

pendins, mEmamente 1 costs of police operations will be an important part of this process.

In the short term. the KPOA Board believes the following issues need to be addressed prior to action on
the MOU on February [2th:

1. The MOU should be amended with a provision requiring the agreement (o be reopened il District
expenses exceed annual revenue,

2. The KPPCSD should adopt a resolution to improve financial transparency and accountability through
availability of timely financial information which would include the following actions to be
implemented no later than March 3 1™

a. Quarterly five-year financial forecasts in a standardized format that projects the operating shorttall
or surplus and the impact to fund balance and reserves.

b. Approve a reserve policy that identifies restricted funds and those designated for specific purposes.
Segregate restricted funds and liabilities from the general revenue balances, which are used for
operations, including solid waste franchise fees.

c.  Complete the independent annual audits within six months after the close of the fiscal year for
timely and accurate information for the public,

If you would like to share your concerns about these issues with the KPPCSD board. we urge you to
contact members of the KPPCSD board by email or through the office at 217 Arlington Ave. 94707:

Please don’t hesitate to copy your comments or ask questions to the [IKPOA atl our email or postal
address below. Best wishes for the New Year.

Sincerely,

Gail Feldman, President KPOA

Kensington Property Owners Association 289 Arlinglon Ave. Kensington. CA 94707
Email: KPOAssocia gmail.com

The Kensington Property Owners Association is a nonprofit membership organization founded in 1972 that
reviews and disseminates information on issues affecting Kensington property owners.
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January 21, 2015

Kensington Finance Committee
Attn: Len Welsh

At the November KPPCSD Board mecting you suggested that a discussion of KPPCSD's
reserve policy be brought up at the next Finance Committee meeting scheduled [or
January 29, 2015. 1 have done some research on this matter and would like like to share
my thoughts with you and members of the Committee.

Purpose of a Reserves Policy and Recommended Amounts

The purpose of having a reserve policy is to retain sufficient cash on hand to meet day-to-
day cash flow needs, unplanned contingencies (e.g. lawsuits), catastrophic events (e.g.
earthquakes) and, in some cases, to build funds for capital improvement projects. Most
communities have adopted specified targets based on a percent of annual expenditures or
revenues, or using a number of months as the criteria. Kensington assumes 10% of
expenditures because we are told that this is mandated by the State (I have not found this
requirement).

Other sources suggest these reserves should be much higher. At a January 2014 meeting
of the California Special Districts Association (CSDA), and attended by Lynn Wolter,
there was a presentation by CPA David Becker entitled “Board’s Role in Finance and
FFiscal Accountability™. Mr. Becker’s recommended that 3 months (25%) of operating
expenses was a bare minimum. 6 months (50%) was better, and 9-12 months (75% to
100%) was best. The Government Finance Officers Association (GFOA) recommends a
minimum unassigned (excluding restricted funds like franchise fees) fund balance of at
least 2 months revenues, or [ 7%.

Some other nearby communities describe their reserve policies as part of their annual
budget. The following are the reserves requirements for these communities: Lafayette —

60%: Orinda (50%); Clayton (50%); Danville (43%); and Brentwood 30%.

Component of General Fund Revenues/Expenditures

The KPPCSD has three main areas ot responsibility; police, Kensington Park and solid

waste refuse. Historically, about 90% of General Fund expenditures are spent on police
related activities and 10% on Kensington Park. Refuse collection is billed separately to
homeowners, however 4% of total Bay View revenues are reimbursed to the District.

Restricted Funds - Proposition 218 specifically states that revenues received from the
Bay View 4% franchise fee may only be used for uses related to solid waste collection.
The District has maintained that these revenues will be held for future Bay View contract
negotiations and/or litigation. As such, these funds are restricted and cannot be used for
costs associated with the police or for Park expenditures.



Capital Improvement Projects (CIP) — While the police require periodic capital
investments in cars, the largest capital expenditures (Cap Ex) facing the District 1s its
obligation to maintain Kensington Park — particularly the Community Center (last
remodeled in 1988), the Annex (vacant since 2006). and Building E (rebuilt in 2000 and
leased and used exclusively by the KCC). With the defeat of Measure 1, it is generally
accepted that, at a bare minimum, the Community Center needs seismic and ADA
upgrades, roof and possible drainage repairs, plus other amenities provided Cap Ex funds
are available. There are no precise estimates ol these costs, in part because a seismic
study has never been undertaken. Nevertheless. the current 3-year budget forecast has set
aside $287.500 for Community Center upgrades. According to the Muller & Caulfield
3/8/2012 report. the Annex has some major issues, and a teardown would probably be the
best solution. The costs of a teardown of this 1.772 square foot facility were not provided
by Muller & Caulfield — but could certainly be over $100.000. Building E appears to be
in good condition, and thus no Cap Ex costs should be anticipated over the next 5 years
for Building E.

The purpose of this background is to emphasize that no analysis has been done to
determine the amount and timing of Cap Ex funds necessary to fulfill the District’s
obligations to maintain the buildings in Kensington Park. Until this is done. any budget
projections are little better than guesstimates for these important expenditure obligations
by the District.

Recommendation

The Finance Committee, whose mandate includes making recommendations on
investment policies and long-range planning, needs to take the lead in recommending a
realistic and coherent reserve policy, and should insist on immediate Board action to
develop a long-range capital improvement program for Kensington Park. Based on my
review of available information, T would propose the (ollowing be considered.

1. That the Finance Committee recommend that the Board maintain a mandatory
minimum reserve equal to 3 months (25%) annual unassigned revenues —
meaning that Bay View Franchise fees would be excluded from the calculation.
A proposed sample policy language is contained at the end of this letter for
possible inclusion in the District’s Policy Manual.

2. That the Finance Committee recommend the Board adopt a policy that reserves of
6 months (50%) are desirable, but not mandatory. to build a positive funds
balance for the expressed purpose of using reserve funds of between 25% and
50% of annual revenues for future Cap Ex projects in Kensington Park.

(]

The Finance Committee should request the Board immediately authorize a
seismic study in order to gauge the extent of seismic upgrades for the Community
Center. The information from this study and an ADA analysis should be the basis
for determining the District’s minimal Cap Ex requirements for the Community
Center over the next S-years. An estimate should also be obtained for the

12



teardown of the Annex, which sum should be included in the 5-year budget
forecast. These costs should be available for the Board’s May meeting in order to
finalize the budget for year 2015/16.

4. The Finance Committee should request that the Board require that a balanced
budget be mandatory, and this obligation should be included in the Policy
Manual.

n

Recent budget projections suggest thal with the increased costs of the proposed
police MOU, the District could be faced with on going budget shortfalls.
Therefore, to maimntain the balanced budget requirement recommended in #4
above and to build budget reserves recommended in #2 above, the Finance
Committee should recommend to that Board that any approval of the MOU be
conditioned upon the elimination of one police officer commencing in January
2016.

Jim Watt
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January 21, 2015

Kensington Finance Committee

Attn: Len Welsh

At the November KPPCSD Board meeting you suggested that a discussion of KPPCSD’s
reserve policy be brought up at the next Finance Committee meeting scheduled for
January 29, 2015. I have done some research on this matter and would like like to share
my thoughts with you and members of the Committee.

Purpose of a Reserves Policy and Recommended Amounts

The purpose of having a reserve policy is to retain sufficient cash on hand to meet day-to-
day cash flow needs, unplanned contingencies (e.g. lawsuits), catastrophic events (e.g.
earthquakes) and, in some cases, to build funds for capital improvement projects. Most
communities have adopted specified targets based on a percent of annual expenditures or
revenues, or using a number of months as the criteria. Kensington assumes 10% of
expenditures because we are told that this is mandated by the State (I have not found this
requirement).

Other sources suggest these reserves should be much higher. AtaJ anuary 2014 meeting
of the California Special Districts Association (CSDA), and attended by Lynn Wolter,
there was a presentation by CPA David Becker entitled “Board’s Role in Finance and
Fiscal Accountability”. Mr. Becker’s recommended that 3 months (25%) of operating
expenses was a bare minimum, 6 months (50%) was better, and 9-12 months (75% to
100%) was best. The Government Finance Officers Association (GFOA) recommends a
minimum unassigned (excluding restricted funds like franchise fees) fund balance of at
least 2 months revenues, or 17%.

Some other nearby communities describe their reserve policies as part of their annual
budget. The following are the reserves requirements for these communities: Lafayette —

60%; Orinda (50%); Clayton (50%); Danville (43%); and Brentwood 30%.

Component of General Fund Revenues/Expenditures

The KPPCSD has three main areas of responsibility; police, Kensington Park and solid

waste refuse. Historically, about 90% of General Fund expenditures are spent on police
related activities and 10% on Kensington Park. Refuse collection is billed separately to
homeowners, however 4% of total Bay View revenues are reimbursed to the District.

Restricted Funds - Proposition 218 specifically states that revenues received from the
Bay View 4% franchise fee may only be used for uses related to solid waste collection.
The District has maintained that these revenues will be held for future Bay View contract
negotiations and/or litigation. As such, these funds are restricted and cannot be used for
costs associated with the police or for Park expenditures.



Capital Improvement Projects (CIP) — While the police require periodic capital
investments in cars, the largest capital expenditures (Cap Ex) facing the District is its
obligation to maintain Kensington Park — particularly the Community Center (last
remodeled in 1988), the Annex (vacant since 2006), and Building E (rebuilt in 2000 and
leased and used exclusively by the KCC). With the defeat of Measure L, it is generally
accepted that, at a bare minimum, the Community Center needs seismic and ADA
upgrades, roof and possible drainage repairs, plus other amenities provided Cap Ex funds
are available. There are no precise estimates of these costs, in part because a seismic
study has never been undertaken. Nevertheless, the current 5-year budget forecast has set
aside $287,500 for Community Center upgrades. According to the Muller & Caulfield -
3/8/2012 report, the Annex has some major issues, and a teardown would probably be the
best solution. The costs of a teardown of this 1,772 square foot facility were not provided
by Muller & Caulfield — but could certainly be over $100,000. Building E appears to be
in good condition, and thus no Cap Ex costs should be anticipated over the next 5 years
for Building E.

The purpose of this background is to emphasize that no analysis has been done to
determine the amount and timing of Cap Ex funds necessary to fulfill the District’s
obligations to maintain the buildings in Kensington Park. Until this is done, any budget
projections are little better than guesstimates for these important expenditure obligations
by the District.

Recommendation

The Finance Committee, whose mandate includes making recommendations on
investment policies and long-range planning, needs to take the lead in recommending a
realistic and coherent reserve policy, and should insist on immediate Board action to
develop a long-range capital improvement program for Kensington Park. Based on my
review of available information, I would propose the following be considered.

1. That the Finance Committee recommend that the Board maintain a mandatory
minimum reserve equal to 3 months (25%) annual unassigned revenues —
meaning that Bay View Franchise fees would be excluded from the calculation.
A proposed sample policy language is contained at the end of this letter for
possible inclusion in the District’s Policy Manual.

E\.)

That the Finance Committee recommend the Board adopt a policy that reserves of
6 months (50%) are desirable, but not mandatory, to build a positive funds
balance for the expressed purpose of using reserve funds of between 25% and
50% of annual revenues for future Cap Ex projects in Kensington Park.

3. The Finance Committee should request the Board immediately authorize a
seismic study in order to gauge the extent of seismic upgrades for the Community
Center. The information from this study and an ADA analysis should be the basis
for determining the District’s minimal Cap Ex requirements for the Community
Center over the next 5-years. An estimate should also be obtained for the
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teardown of the Annex, which sum should be included in the 5-year budget

forecast. These costs should be available for the Board’s May meeting in order to
finalize the budget for year 2015/16.

. The Finance Committee should request that the Board require that a balanced

budget be mandatory, and this obligation should be included in the Policy
Manual.

. Recent budget projections suggest that with the increased costs of the proposed
police MOU, the District could be faced with on going budget shortfalls.
Therefore, to maintain the balanced budget requirement recommended in #4
above and to build budget reserves recommended in #2 above, the Finance
Committee should recommend to that Board that any approval of the MOU be

conditioned upon the elimination of one police officer commencing in January
2016.

Jim Watt
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KPPCSD Finance Committee Meeting Minutes for 1/29/15

A Regular Meeting of the Finance Committee of the Kensington Police Protection and
Community Services District was held Thursday, January 29, 2015, at 6:30 P.M., at the
Community Center, 59 Arlington Avenue, Main Room, Kensington, California.

ATTENDEES

Committee Members

Speakers/Presenters

Len Welsh, President

Deborah Russell, CPA

Chuck Toombs, Director

Leonard Schwartzburd

Paul Haxo

David Spath

Derek Suring

Gail Feldman

Bharat Trehan

Nick Day

Tony Lloyd

Anthony Gutierrez

Karl Kruger

John Sullivan

Paula Black

Peter Conrad

Jim Watt

Paul Dorroh

Elena Caruthers

Gloria Mortison

Linda Lipscomb

Simon Bratman (arrived at 6:43 PM)

Staff Members

GM/CQOP Gregory Harman

Lynn Wolter, District Administrator

Press

Joel Koosed, Outlook

Board President Welsh called the meeting to order at 6:30 PM and took roll call. President Welsh, Director
Toombs, Paul Haxo, Derek Suring, Bharat Trehan, Tony Lloyd, Karl Kruger, Paula Black, Jim Watt, Paul
Dorroh, Elena Caruthers, Gloria Morrison, Linda Lipscomb, General Manager/Chief of Police Harman,
CPA Deborah Russell, and District Administrator Wolter were present. Pat McLaughlin was absent,

President Welsh asked members of the committee, staff, and CPA Russell to introduce themselves, which

they did.

President Welsh provided an overview of what the evening’s meeting was intended to ascertain: the impact
of the proposed 4-year Memorandum of Understanding (MOU) with the Kensington Palice Officers
Association on the District’s budget. He said issues had been about this topic at prior District Board
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meetings and that Gail Feldman and Jim Watt had brought additional information to the fore. He reported
that the Draft Audit for Fiscal-Year 2013 had arrived and that he’d like to move this, Item 4, to be
discussed ahead of Item 1.

PUBLIC COMMENTS

Gloria Morrison noted that, in the November General Manager’s Report, a number of items were listed as
adjustments or possible adjustments to the budget and asked if any had been formally adopted by the
Board. President Welsh responded that there had been discussion, but nothing had been adopted.

BOARD MEMBER COMMENTS

Director Toombs welcomed everyone and said he hoped the committee could come to consensus and take
something back to the Board. He explained that the Finance Committee was advisory only and made
recommendations to the Board. However, it was the Board that would make decisions.

President Welsh said he was impressed by the caliber of the people present and complimented the
homework that had been done in the preceding months.

STAFF COMMENTS

None

CONSENT CALENDAR

Karl Kruger asked that the minutes of the November 20, 2014 Finance Committee Meeting be amended.
He asked that his comment under Agenda Item 3 be expanded to read as follows:

Karl Kruger complimented GM/COP Harman’s six-year projection and said he had concerns
about some of the items presented by GM/COP Harman,

Note: Mr. Kruger's amendment is italicized.

MOTION: Paul Haxo moved, and Director Toombs seconded, to approve the minutes, as amended
by Karl Kruger.
Motion passed 13 to 0.

AYES: Welsh, Toombs, Haxo, Suring, Trehan, Lloyd, Kruger, Black, Watt, Dorroh, Caruthers,
Morrison, Lipscomb

NOES: 0

ABSENT: McLaughlin

Simon Brafman arrived at 6:44 P.M.

DISTRICT NEW BUSINESS

4. GM/COP Greg Harman presented the draft of the KPPCSD Independent Auditor’s Report for
Fiscal Year Ending 2013 for review and discussion.

GM/COP Harman explained that, after he had sent out the agenda for the meeting, he received the draft
Audit. Therefore, he sent out a revised agenda, which included this document.

KPPCSD Finance Committee Minutes — January 29, 2013 L{



MOTION: Paul Haxo moved, and President Welsh seconded, that Item 4 be moved to the first item
discussed.
Motion passed 14 to 0

AYES: Welsh, Toombs, Haxo, Suring, Trehan, Lloyd, Kruger, Black, Watt, Dorroh, Caruthers,
Morrison, Lipscomb, Brafman

NOES: 0

ABSENT: McLaughlin

GM/COP Harman introduced the item by noting that this was the audit for 2012-13 and then summarized
the history that explained why it had taken so long to receive the report. He explained that, last year and
upon the recommendation of the Finance Committee, the District had changed auditors, He said that hiring
a new auditor meant that the new auditor had to become familiar with the District. He said the audit had
been promised in February 2014, and the process had been protracted, with the draft arriving on Monday,
January 26, 2015,

GMCOP Harman reviewed the highlights of Management’s Discussion and Analysis. He reported:
o The total net position for the years ended June 30, 2013 and 2012 were $5,522,184 and
$5,719,149, respectively and that this was a 3.4% decrease.
¢  The Unrestricted net position, or the part that can be used to finance day-to-day operations (cash in
the bank), for fiscal years ended June 30, 2013 and 2012 were $1,649,755 and $1,764,932,
respectively.
e The General Fund balance decreased by $104,922

GM/COP Harman explained this $104,922 shortfall as follows:

*  Property tax revenues, including special tax revenue for police services, for fiscal years ending
June 30, 2013 and 2012 were $2,333,542 and $2,347,230, respectively. This was a 0.58%
decrease.

e Actual revenues and actual expenditures versus budget equaled a negative variance of $28,626.

° Actual revenues exceeded budgeted revenues by $98,423, largely because the District had
received $100,000 more that budgeted in Grant Revenue.

e Actual expenditures were more than final budgeted expenditures by $127,049 largely because of
Legal and Waste/Recycle expenses which were over budget due to Bay View Refuse’s arbitration
demand in a rate increase request and to a Writ of Mandate filed by a former KPPCSD Director,
representing nine residents, including another former KPPCSD Director.

e Two major expenditure categories that came in under budget were Capital Qutlay (because there
had been no purchase of a new vehicle or a computer system), communications, and recruiting.

GM/COP Harman reported that Total Reserves, as of June 30, 2013, were $1,649,755.

GM/COP Harman concluded by saying that, once the FYE 2013 Audit was approved, the District would
proceed with the FYE 2014 Audit.

Linda Lipscomb complimented GM/COP Harman and the Finance Committee for bringing expenses in so
close to the amounts that had been budgeted, especially given the extraordinary expenses that arose. She
also asked about the new auditor. GM/COP Harman replied that the name of the new firm was Fechter &
Company, located in Sacramento. He added that compiling numbers for the first year’ audit was more
difficult than doing so for subsequent years and that the agreement with Fechter was for three years. CPA
Russell noted that, in some ways, the new auditor had tested information from prior years.

Karl Kruger asked if a full audit was required annually. GM/COP Harman replied it was.

Karl Kruger noted that the compensated absences amount had increased by 20% between 2012 and 2013,
GM/COP Harman responded that 10 years of historical data indicated that the 1300 hours had been the
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average but that, with the proposed police officers’ MOU, this amount could increase to 1900 hours. CPA
Russell added that compensated absences could be taken as time or as money, but regardless, overtime was
reported as an expense for the period in which it was earned.

Simen Brafiman asked about the Bay View Refuse arbitration. Linda Lipscomb provided a brief summary,
noting that Bay View had asked for out-of contract increases of 6% and 23%. GM/COP Harman added that,
had the District granted this increase the cost to the ratepayers would have been $60,000. He said the legal
costs for the arbitration had been $125,000 and the subsequent required rate review had cost $25,000. And
he reported that the total offsetting savings to the ratepayers had been $180,000.

Linda Lipscomb noted that, when an arbitration demand is made of the District, the District must respond.

CPA Russell noted that the order of the Fund Balances, as shown in Note 12, should be amended:
“Restricted” funds should appear before “Committed” funds.

MOTION: Karl Kruger moved, and Paul Haxo seconded, that the Finance Committee pass the audit,
as amended, on to the Board.

Motion passed 14 to 0

AYES: Welsh, Toombs, Haxo, Suring, Trehan, Lloyd, Kruger, Black, Watt, Dorroh, Caruthers,
Morrison, Lipscomb, Braufman

NOES: 0

ABSENT: McLaughlin

1. General Manager/Chief of Police Greg Harman reviewed and lead the discussion of the
Kensington Police Protection and Community Services District Fiscal Year 2014/15 through
Fiscal Year 2019/20 Budget Projections, with the first set including the costs associated with the
proposed Kensington Police Officers Association/KPPCSD Contract agreement and the second set
with no change in the current MOU.

Paula Black questioned the process. President Welsh responded that he wanted to gain clarity about the
proposed MOU’s impact on the budget.

GM/COP Harman reported that the Board had been in negotiations with the Police Officers’ Association
for a long time and that both sides had worked hard to reach agreement. He said the proposed agreement
had been presented, for the first time, to the Board and the community in November 2014 and that this had
spawned community discussion. He said he wanted to correct the false rumor that had been circulated,
which was that the District was “going broke”.

GM/COP Harman reported that, at the November Finance Committee meeting he had presented a rough
six-year projection that reflected a preliminary estimate of the proposed salary increases and pension costs.
At that time, he used the current PERS rate of 38.623%. Unbeknownst to him in November, CalPERS
revised its contribution methodology in October 2014, and his rough projections did not incorporate this
revision.

GM/COP Harman reported that the projected shortfall, without COPS funding, would be $268,000 and
that, with COPS funding, the shortfall would be $168,000. He reported that Sergeant Hui’s participation in
the NC3 Task Force would create an additional savings of $36,000. GM/COP Harman reported that
additional items had been identified that would reduce the shortfall to break-even. He reported that, in six
years, reserves would be about $900,000.

GM/COP Harman said that the prior projection of $600,000 had been a very rough projection. He reported
that the proposed raises were: a 3.75% increase in salary, with a 3% payback to CalPERS retirement in year
one; a 3.75% increase, with an additional 3% payback in year two; and a 4.25% increase, with an additional
3% payback in year three. He said that, in three years, these proposed changes would eliminate the
District’s expense of covering the officers’ 9% portion of PERS contribution. He also reported that, at the
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end of the proposed four year MOU, the officers” cumulative salary increase would be 16%, with 12% of
the increase being paid back into PERS contributions,

GM/COP Harman reported that, with respect to the other line items in the budget, he had applied a 2%4%
CPI for each year.

GM/COP Harman said that, at the same time that he had prepared his rough projection, the Kensington
Property Owners Association (KPOA) had produced its own set of numbers, which varied greatly from his
own projections because the I{POA had used a different set of assumptions, And, based on these
assumptions, the KPOA said that reserves would be $16,000 at the end of the six-year period. GM/COP
Harman reported that, after receiving KK<POA’s numbers, he went to the Board and let them know that he
would do a five-year projection, on a line-by-line basis. He reported that the numbers he had compiled for
the evening’s meeting reflected this work.

GM/COP reported that he and KPOA had met to discuss their differences and that they were supposed to
work together on a projection. Then, in January, the KPOA, independent of the GM/COP, produced a
revised set of numbers that showed reserves would be $384,000 at the end of six years. He reported that he
had produced his own updated projection, that the KPOA still had different numbers, and that those
differences would be discussed at the evening’s meeting,

The District’s CPA, Deborah Russell, reported that she had reviewed the KPOAs version and the District’s
version, on a line-by-line basis. She noted that there were some differences in calculations and some items
that were idealistically different. President Welsh and Ms. Russell recommended that the committee begin
by focusing on the budget lines where the two versions varied most. GM/COP Harman reported that a
fundamental difference was with the accounting for reserves and that, upon a review of the “big ticket”
items he and Ms. Russell had accounted for all but about $1,400 of the total difference.

Ms. Russell reported that the KPOA had not included franchise fee income because the organization was of
the opinion this money should not be included, however this amount had been included in the GM/COP’s
forecast. She reported that KPOA had included the solid waste expenses that are to be paid out of the
franchise fee revenue and cited that this difference amounted to $290,000.

GM/COP Harman explained that the forecast he and Ms. Russell had prepared reflected the effect the
proposed MOU would have on the District’s finances over six fiscal years: as such, the effects of the
proposed salary increases were incorporated for the first four-year period; and no increases were shown for
the subsequent two years because no salaries had been negotiated for this period of time. He noted that this
change accounted for a $104,000 difference between this forecast and the Property Owners’ Association’s
forecast.

GM/COP Harman summarized the franchise fees, which would increase under the recently re-negotiated
contract with Bay View Refuse. He said that, under the old agreement, the District received a 2% franchise
fee, and the County received a 3% franchise fee. He reported that the legal opinion about franchise fees was
they could not be used for anything other than the purpose for which they were collected: Garbage-related
expenses. He said that, over the years, the District had placed franchise fees in a separate account to be
used strictly for garbage related expenses. He reported that, for many years, the District had been able to
bank this money, but in 2012 the garbage company had demanded arbitration. He said that, at one point, the
District had accumulated about $160,000 in the account but that this had been spent as a result of the
arbitration.

GM/COP Harman further reported that, under the new agreement, the District would receive 4% in
franchise fees and the County likely would continue to receive 3%. He said that this would increase total
franchise fees from about $21,000 to about $42,000 and that, as garbage rates increased (between 3% and
3%) over the term of the confract, so too would the franchise fees. He also said that, if the expenses
associated with solid waste were going to appear in the operating budget, so too did the offsetting franchise
fee revenue. Ms. Russell clarified that the franchise fee revenue account number was 448 and the offsetting
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expense account number was 890. GM/COP Harman clarified that the franchise fees would be banked to
cover the cost of maintaining the garbage contract and of future RFP’s/negotiations.

Paula Black said she thought the franchise fees should not be included in reserves, citing that franchise fees
are shown separately on the annual audit’s balance sheet. Ms. Russell directed everyone’s attention to page
20 of the FY 2013 Audited Financial Report. She said the balance sheet reported net position and then,
beyond that, showed balances based on how restricted the funds were. She said the definitions of the
reserve categories appeared on the following page: non-spendable, restricted, committed, assigned, and
what remained afterwards was unassigned. She explained that these were levels of restriction and that
franchise fees were categorized as restricted. In response to a question from Linda Lipscomb, Ms. Russell
said that no payroll expenses had been paid for out of the franchise fees; the general fund had absorbed
those costs. Ms. Lipscomb said she would like to see franchise fees cover the clerical costs associated with
maintaining the solid waste contract.

Paul Dorroh said that, when he did a line-by-line comparison of the Chief's numbers and those of the
KPOA, he thought the franchise fee discussion would occur. He said he had come across information
indicating that attributable administrative expenses could be charged against the franchise fees; they didn't
have to be just hard, out-of-pocket expenses. GM/COP Harman responded that, when he first started in his
position, very little of his time had been devoted to solid waste but that, when arbitration had begun, almost
all of his time had been dedicated to it.

Paula Black suggested that the reserves shown in the six-year projection be separated out, just as they were
done in the audited financial report, so that the unassigned amount was clearly identified. Ms. Russell said
she had no objection. Director Toombs noted that the annual budget reflected just such a separation.

Gloria Morrison said the Board should adopt a policy for restricted funds.

GM/COP Harman addressed something he had been told when he started working for Kensington: there
was a mandated 10% reserve. He said this was not accurate. He clarified that any government agency could
set its own contingency guidelines but that to set aside money for a specific purpose would require a public
hearing, informing the public how much would be set aside and for what it would be used.

President Welsh invited KPOA President, Gail Feldman, to participate in the discussion. She said there
weren’t any real differences, only about $50,000, which she said was due to the franchise fees. She said
that, if solid waste expenses were to be included, then the franchise fee revenue also should be included.
Ms. Feldman said that, because expenses were so much less that the franchise fee revenue, the revenue
should be reported below the line because the revenue was not available for other purposes. Ms. Russell
disagreed, noting that the net remaining franchise fees were segregated below the line. Ms. Russell noted
that, in tough times, everything could be “on the table”.

GM/COP Harman noted that the KPOA analysis did not incorporate the $158,000 Measure WW Funds and
that, several years earlier, the Board had set aside $300,000 for improvements to the Community Center.
He said the Board had used some of those funds in the prior year for various consultants related to Measure
L. GM/COP Harman reported that the remaining balance was $241,500. He said that, by 2018, the District
would need to spend the $158,000 Measure WW Funds, or they would be forfeited; so, he had forecast
using the WW money ($158,000) and the reserve balance ($241,500) in 2017-18 for Community Center
improvements. Ms. Feldman observed that, although the District’s forecast included the $158,000 plus
$241,500 as funds available for the project, it showed only $241,000 of this total being spent. She cited that
the $158,000 needed to be included in the expense. GM/COP Harman acknowledged the difference.

Jim Walt said the budget needed to reflect the actual cost of the building. He said the forecast indicated an
amount of about $350,000, which he said might be woefully inadequate. He said the first thing that should
be done was a seismic study. Director Toombs responded that one of the analyses done prior to Measure [
had not taken into account paying expenses out of District money. He added that, if it had been needed,
$500,000 of local money could have been available and that, in addition, $250,000 would have been
needed in the form of a bank loan. He said there could be arguments about what the building could cost and
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that, if push came to shove, and the building weren’t sustainable and it proved to be seismically inadequate,
it would have to be closed. He said he’d like to stick with the amounts shown in the forecast,

GM/COP Harman brought the discussion back to the whether the proposed MOU would bankrupt the
District. He said it would not. He continued by responding to Mr. Watt’s saying the feasibility would
depend on what the cost of the Community Center work would be. He said a structural analysis had not
been done, but that what a structural analysis said would affect what the needed cost of work would be. He
said that, although he understood why Mr. Watt had raised the issue, the evening’s discussion was about
the proposed MOU and the forecast that had been prepared.

President Welsh noted that the community had been able to get by with the Community Center for a very
long time, said a discussion about the building was important, and that the priority was the continuation of
police services. He said there was some urgency in getting a structural analysis and then determining what
the community wanted to do but that could be a five to ten year timeframe, during which time the
community would determine how much it would cost and how to fund it. He said the priority of the
building needed to be weighed against the priority of police services.

GM/COP Harman resumed the discussion of the differences between the District’s and the KPOA’s
forecasts. He reiterated that the 3% salary increases that had been shown for the last two year’s of the
preliminary forecast had been removed from the District’s current forecast, but it hadn’t been removed
from the KPOA’s forecast, and he noted this accounted for a $104,000 difference.

Ms. Feldman said some of the data used needed to be a policy matter for the Board, such as whether or not
salary increases would be granted for staff, noting there were no increases for these in the forecast. And she
noted that in the final two years, there was now an assumption the officers wouldn’t receive an increase.
She said that, although the ending balances looked better, there was still a downward trend.

GM/COP Harman spoke about the change to the Workers’ Comp. amount. He explained that, when an
officer went out on an injury, the District’s Workers® Comp. insurance paid for half of that officer’s salary,
He said there was currently an officer out with an injury and the $42,000 decrease in salaries reflected this.
He said this officer’s injury was an example of how the financial information changed almost daily.
GM/COP Harman clarified that overtime was not being incurred to cover this officer’s absence, instead
things were being moved around. President Welsh cited this as an example of why it made sense to have
reserve officers, money, and capability.

GM/COP Harman addressed the $61,000 difference in non-sworn salaries. He said that the Property
Owners’ Association had projected cost of living increases for non-sworn and that, although he had
included increases in his initial projection he had eliminated it in his amended forecast because one-time
salary adjustments had been made for these positions during the current fiscal year.

Ms. Russell explained the $242,000 difference, which was comprised of about $40,000 per year in Account
890 (solid waste). She said this adjustment had been made because of the changed forecast for legal
expenses associated with managing the garbage contract.

GM/COP Harman summarized that the KPOA projected fund balance, before the reserves, would be
$680,000 and that, with the assumptions previously discussed factored in, the projected fund balance before
reserves would be $1.5 million. He concluded by saying that, with the $158,000 adjustment, the total would
be slightly less. He said he disagreed with Ms. Feldman’s conclusion that the District was in a downward
trajectory. He said the current fiscal year’s balance was $1.4 million and that even after factoring in the
proposed MOU, the forecast ending balance would be essentially the same at the end of six years.

President Welsh said the forecast demonstrated that there was not an emergency situation, as had been
portrayed by some in the community. He said the forecast was a best-guess spending plan, that things
changed frequently, and the Board would revisit the forecast to gauge the District’s status. He said he didn’t
see anything in the forecast that would keep the District from moving forward with the proposed MOU. He
added that, just because the District had a contract wouldn't lock it into nine officers on duty all the time: if
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someone left, the position could be held open, resulting in salary savings. He said he didn’t think the
community would want this to happen, rather it wanted to keep the level of service it currently had — the
community’s low crime rate was a result of this.

President Welsh and Linda Lipscomb thanked GM/COP Harman and Ms. Russell.

President Welsh said that the District was in good shape to enter into the proposed MOU and that the
District would continue to closely monitor its finances.

Paula Black and Jim Watt said they were concerned that the forecast didn’t reflect the needs of the
Community Center,

Members of the public commented.

Peter Conrad suggested there was a sense of urgency with respect to the Community Center. Director
Toombs responded that had been the reason for Measure L and said the Board was working on obtaining a
seismic analysis because public safety was paramount. Mr. Watt questioned whether the Board, if it
discovered that $800,000 were needed for work on the Community Center, would find that money, even if
it had to dip into its reserves. President Welsh responded that the Board would determine how to proceed,
once the seismic information was known, but that it would address urgent needs.

David Spath said he favored moving forward with the MOU and said that the community might conclude it
didn’t make sense to spend a lot of money renovating the Community Center. He said it was unrealistic to
think the money needed for renovation would come out of existing District revenues. President Welsh
responded that the Fire District was dealing with a similar issue with the Public Safety Building.

MOTION: Paul Dorroh moved, and Elena Caruthers seconded, that the Committee accept the
General Manager’s recommendations and recommend to the Board that it sees no fiscal impediment
to approving the proposed MOU with the officers at this time, based on the information available.
Motion passed 12 to 0, with two abstentions.

AYES: Welsh, Toombs, Haxo, Suring, Trehan, Lloyd, Kruger, Dorroh, Caruthers, Morrison,
Lipscomb, Brafman NOES: ABSENT: ABSTENTIONS: Watt, Black

Ms. Black and Mr. Watt said they had abstained because the forecast didn’t adequately address the funding
needs for the Community Center,

2. Jim Watt presented for review and led the discussion of his recommendation of adopting a
District financial reserve policy.

Jim Watt suggested that the Finance Committee should recommend that the Board should set aside 25% of
6 months of revenue in reserves and that the Board should have a balanced budget policy.

The meeting was adjourned at 9:20 PM.
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