
LODI CITY COUNCIL 
SHIRTSLEEVE SESSION 

CARNEGIE FORUM, 305 WEST PINE STREET 
TUESDAY, JUNE 14, 2011  

 

 
An Informal Informational Meeting ("Shirtsleeve" Session) of the Lodi City Council was held 
Tuesday, June 14, 2011, commencing at 7:05 a.m.  
 
Present:    Council Member Hansen, Council Member Katzakian, Council Member Nakanishi, 
Mayor Pro Tempore Mounce, and Mayor Johnson 
Absent:     None 
Also Present:    City Manager Bartlam, City Attorney Schwabauer, and City Clerk Johl 
 

 

 
City Manager Bartlam and Firefighter Brad Doell briefly introduced the subject matter of the 
presentation by John Johns, financial consultant for the Lodi Professional Firefighters 
Association, regarding revenue creation ideas. 
 
John Johns provided a presentation regarding revenue creation ideas as outlined in the Council 
Communication. Specific topics of discussion included Mr. Johns’ professional background, 
analysis and findings regarding the 2011/12 fiscal year budget, realizing a prior year budgetary 
surplus, participation in the CalPers pension pre-payment program, business license canvassing 
and enforcement, recapturing wastewater enterprise contributed capital, and budgeted versus 
actual funds and reserves. 
 
In response to Mayor Pro Tempore Mounce, Mr. Johns stated the typical reserve amount for 
cities in normal economic times is 12% to 24%, or about $5 million for Lodi. He stated in 
abnormal times he has seen reserve amounts from zero to 15%. 
 
In response to Council Member Hansen, Deputy City Manager Jordan Ayers stated the prior year 
budgetary surplus reference refers to a budgetary variance, which may or may not be cash in the 
pocket. Mr. Ayers stated the actual fund balance is cash in the pocket and the variance is the 
difference between what was budgeted and what was actually generated as revenue or spent as 
expenditures. 
 
In response to Council Member Hansen, Mr. Bartlam and Mr. Ayers stated the CalPers pre-
payment program gives entities an opportunity to pre-pay the employer’s share in exchange for a 
discount, the number is calculated based on payroll numbers from two years prior, and 
depending upon the variance an entity will have either pre-paid an additional amount or owe 
more. Mr. Ayers stated that the program may not be viable because the number of employees in 
the City has declined over the last two years. 
 
In response to Council Member Nakanishi, Mr. Bartlam stated lower rates may or may not be 
beneficial as the 2014-2015 rate of return for CalPers remains unknown and in the case of a 
shortage the City will need to make up the difference. 
 
In response to Council Member Nakanishi, Mr. Bartlam stated the City does pay in advance in 
lump sum in some cases such as debt service. 

A. Roll Call by City Clerk

B. Topic(s)

B-1 Receive Presentation from John Johns, Financial Consultant for the Lodi Professional 
Firefighters Association Regarding Revenue Creation Ideas (CM) 
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In response to Council Member Nakanishi, Mr. Bartlam stated there is a balance between the 
reserve amount for utilities and the general fund, cash flow, operations, and the policy decisions 
associated with the same. 
 
In response to Mayor Johnson, Mr. Johns stated the amount of the employer’s share is known, 
the amount of the program discount is known, and the utilities would recover the amount 
borrowed for the pre-payment over a 12-month period, during which the General Fund would 
make monthly payments to the utility funds. 
 
In response to Council Member Hansen, Mr. Johns stated Santa Clara County and a few other 
cities in the State are taking advantage of the pre-payment program and benefiting at the 
expense of others not participating in the program. 
 
In response to Council Member Nakanishi, Mr. Johns stated that, while he has not researched the 
option, the City may have the ability to go outside and borrow for the pre-payment, although 
it would not incur additional cost if it borrowed internally instead from utilities. 
 
In response to Mayor Johnson, Mr. Johns stated he is not aware of anything unusual in the case 
of Los Angeles and San Francisco airports or the Stockton Redevelopment Agency 
participating in the capital contribution program. 
 
In response to Council Member Hansen, Mr. Johns stated he did not factor into his analysis for 
the capital contribution program current capital projects including the new treatment facility, pipe 
replacement project, or water meter installations. 
 
In response to Council Member Hansen, Mr. Ayers provided a brief overview of the business 
license enforcement efforts through a program with the Franchise Tax Board. Mr. Ayers stated 
the amount of revenue generation from the program is unknown at the current time. 
 
In response to Mayor Pro Tempore Mounce, Mr. Bartlam stated staff will bring back to Council an 
update on the proposed suggestions after the numbers have been reviewed in more detail.   
 

 
None. 
 

 
No action was taken by the City Council. The meeting was adjourned at 8:05 a.m.  
 
 

C. Comments by Public on Non-Agenda Items

D. Adjournment

ATTEST:  
 
 
Randi Johl 
City Clerk

Continued June 14, 2011
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      Transmitted Via Electronic Mail 
 

John P. Johns, CPA 
                  1109 Radcliffe Dr 
                  Davis, CA 95616 
                  650 644 7212 
                  johnpjohns@gmail.com 
 
Mr. Brad Doel 
President 
Lodi Professional Firefighters 
Local 1225 
brad@lodifirefighters.com 
 
May 24, 2011 
 
Dear Brad: 
 
Pursuant to your request, transmitted herein is my report upon the analysis of the City of Lodi City 
Manager’s recommended budget for Fiscal Year 2011‐12.  
 
Pursuant to my engagement letter of April 26, 2011 I have:  
 

 Assessed the reasonableness of the City’s revenue and expenditure projections for FY 2011‐12; 
and, 

 Sought to identify opportunities to mitigate the projected General Fund deficit without 
impacting staffing and compensation levels within the City. 

 
Based upon these activities my findings are as follows: 
 
The City’s projections of General Fund revenues and expenses for FY 2011‐12 appear to be reasonable. 
However the City’s budget does not take into account the effect of favorable variances in the General 
Fund balance that have accumulated during the past two fiscal years. Accordingly, as much as $1 million 
in budgetary savings that have accumulated during the 24 months ended June 30th 20101 2  could be 
drawn upon to mitigate the budgetary shortfall anticipated in 2011‐12.  
 
The City Manager’s recommended budget includes a city‐wide appropriation of $8.3 million in California 
Public Employee Retirement System (PERS) contributions. As of June 30th, 2010 the City of Lodi had cash 
available to invest in the amount of approximately $70 million. Of this amount approximately $56 
million was invested in the State of California Local Agency Investment Fund (LAIF).  
 
During the past 8 months, the effective yield on LAIF investments has ranged from .5% per annum to 
.75% per annum. By the same token the State of California Public Employee Retirement System allows 

                                                            
1 http://www.lodi.gov/finance/pdf/CAFR‐2009‐10.pdf, page 79 
 
2 http://www.lodi.gov/finance/pdf/CAFR2008‐09.pdf, page 75 
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participating agencies to prepay the PERS obligation and realize an immediate savings of 7.75% of the 
annual required contribution. Accordingly, if the City of Lodi were to engage in inter‐fund borrowing to 
pre‐pay its annual required contribution to PERS it is estimated that the City of Lodi would save 
approximately $280,000 in employee retirement costs net of interest expense.  
 
From 1925 to 1965, the City of Lodi invested approximately $800,000 of discretionary funds to make 
various improvements in its wastewater collection and treatment systems. This investment was over 
and above improvements financed through general obligation or revenue bonds issued by the City. 
When applying a capitalization rate of 4.5% per annum, the value of these improvements in FY 2011 
dollars amounts to approximately $12 million.  
 
I have inquired of the City Manager as to whether the City has ever requested or obtained repayment 
from the Wastewater Enterprise Fund for this contributed capital. To date I have received no 
information from the City Manager which would indicate such is the case. Hence, by requiring the 
Wastewater Enterprise Fund to repay the General Fund in equal installments over the next six fiscal 
years approximately $2 million would be available to the General Fund in FY 2011‐12. 
 
During FY 2011‐12, the City of Lodi expects to realize $950,000 in business license tax revenue. This 
represents a decline in the amount of $87,000 from the business license tax collections in FY 2008‐09.  
 
I have conducted limited canvassing of businesses in the City of Lodi. Additionally, I have inquired of the 
City as to whether an ongoing program exists to audit businesses to ensure that businesses fairly 
represent their income and related tax liability (such as validating merchant business license tax returns 
with data provided by the California Board of Equalization). The results of this canvassing and the City’s 
response to my inquiries strongly suggest that at least $50,000 in annual revenue, net of related 
expenses could be realized through an aggressive program of enforcement. This estimate is admittedly 
subjective but is based upon my own personal experience in performing similar services to other 
communities. 
 
In conclusion I have identified budgetary savings of approximately $3.3 million as a result of my 
research. These findings are summarized in the following table. 
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Item  Amount 

   

Realize prior  year budgetary surplus  $1,000,000 

Participate in the CALPERS Pension Pre‐Payment 
Program 

     280,000 

Business License Canvassing and Enforcement              50,000 

Recapture of Wastewater Enterprise 
Contributed Capital 

       2,000,000 

Total    $3,330,000 

 
According to the City Manager’s proposed budget, an additional $4.2 million in savings must be achieved 
in order to achieve a balanced budget3. Hence by incorporating the findings herein, the deficit could be 
reduced from the current level of $4.2 million to approximately $870,000.  
 
I will be available to present these findings and the supporting documentation thereto to the City 
Council and the City Manager in a work session early next month. I thank you for the opportunity to be 
of service.  
 
Respectfully Submitted 
 
 

John P. Johns, CPA 

                                                            
3 http://www.lodi.gov/finance/pdf/FY%2011‐12%20Lodi%20Budget.Draft.pdf, page 31 










