
REQUEST FOR CITY COUNCIL ACTION

MEETING DATE: APRIL 28, 2020

TITLE: REVISED: COVID-19 FISCAL UPDATE 

__________________________________ _____________________________ 
Director of Financial Management City Manager
& Strategic Planning

RECOMMENDED ACTION 

1. Approve City of Irvine COVID-19 Response Principles.
2. Provide input on the recommended expense containment measures.
3. Provide input on recommendations to postpone, modify, or cancel Community

City planned events through June 30, 2020.

EXECUTIVE SUMMARY 

This report contains the following information related to the City of Irvine’s response to 
the COVID-19 pandemic:

1. The most recent, very preliminary, estimates of the impacts of the COVID-19
pandemic on the City’s local economy, revenues, and expenditures.

2. City of Irvine proposed COVID-19 Response Principles, for the City Council’s
review and approval.

3. City business support initiatives due to COVID-19.

4. An overview of approved and contemplated emergency Federal and State funding
sources available to the City to respond to the COVID-19 pandemic.

5. Recommended City expense-containment measures.

COVID-19 information changes daily. This report has been updated for the
supplemental City Council agenda packet, with further updates presented at the April 28, 
2020 City Council meeting.  

Updates on the City’s impacts from and response to the COVID-19 pandemic will be
provided at every City Council meeting.  
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DISCUSSION

1. Most recent estimates of the impacts of the COVID-19 pandemic on the City

a. Local Economic Impacts

The COVID-19 pandemic, and orders from the federal, state, and local levels to shelter 
in place, have collectively led to the closure of many local businesses. The chart below 
reflects businesses that have suspended or limited operations resulting in layoffs as of 
April 16, 2020. Major examples of closures include: Thales Avionics (maker of avionic 
suites, on-board instruments and functions); LA Fitness; hotels such as the Marriott Irvine 
Spectrum, Hotel Irvine, and Embassy Suites Irvine; multiple business services and retail 
establishments, car dealerships, dental offices, and numerous restaurants.  
 

 
 

City staff are actively engaging with the Irvine Company and national/international 
industry leaders such as the International Council of Shopping Centers regarding the local 
retail forecast, and with the local hotels on hospitality sector impacts. There have been 
big jumps in the sales of general merchandise retailers such as Amazon, Walmart and 
Costco. However, those increases do not fully offset the reduction in sales for retailers of 
non-essential products that are forced to shut down. Even well-positioned retailers may 
find they have to permanently close under-performing stores and take drastic cost cutting 
efforts to bolster their balance sheets. There has been a major shift to online purchases, 
and retailers that can accommodate online orders might do better than those that cannot.  
 
Additional details on the local business environment will be included in future updates to 
the City Council. 
 

b. Anticipated Impacts on City’s Revenues and Expenditures 

Although the City’s revenues were strong in the first half (June-December 2019) of the 
current fiscal year, uncertainty and anticipated continued disruptions to the economy due 
to COVID-19 has made forecasting challenging. The abrupt and nearly across-the-board 
curtailment of consumer spending sets this crisis apart from previous downturns. 
Continuing volatility in the financial and equity markets, together with the rapidly changing 
economic picture, cause major uncertainty in the City’s financial projections.  

BUSINESS INDUSTRY
NUMBER OF 
BUSINESSES

Notified Layoffs/ 
Furloughs

Auto Dealers 4 424
Business, Services, Supplies 21 1,621
Health & Wellness 10 498
Hospitality, Hotel 18 1,945
Medical 10 2,267
Restaurants 19 1,491
Retail 15 754

Totals as of April 22, 2020 97                                     9,000                              
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Principal assumptions are changing rapidly and critical to this update is the length and 
scope of the COVID-19 pandemic. Hotels, businesses, and City programs throughout 
Irvine have been impacted by closures and layoffs. Early modeling scenarios reflect a 
General Fund projected revenue reduction of $15-22 million in the second half of the fiscal 
year (January-June 2020), driven by the following top revenue components:  
 

 Sales Tax revenue is anticipated to drop by $6-10 million and is based on analysis 
of the City’s sales tax base, numerous economic reports, trade publications, State 
communications, and analysis from the City Sales Tax consultant HdL. Irvine’s 
sales tax revenue is anticipated to decline 60 percent during the shutdown, with 
gradual but long recovery following. The declines encompass store closures such 
as large retail stores and restaurants, partially offset by growth in online sales. 

 Hotel Tax revenue is anticipated to shrink by $4-6 million. According to the Smith 
Travel Research (STR) reports collected by the Greater Irvine Chamber, hotel 
occupancy in the month of March 2020 dropped nearly 60 percent and is expected 
to decline further in April, May and June. The decline in Hotel Tax will also have a 
corresponding decline in the Hotel Improvement District (HID) assessment, 75 
percent of which is allocated to the Greater Irvine Chamber for destination 
marketing and 25 percent is used to support the Barclay Theater.  

 City Recreation Fees are anticipated to drop $5-6 million from March through the 
end of the year due to the closure of our community, athletic, and aquatic facilities 
and cancellation of recreation classes and programs. 
 

In addition to these top three revenue impacts, there are additional potential declines in 
revenue categories such as business license fees from establishments closing and traffic 
related fines due to less vehicles circulation. How the local economy performs going 
forward will almost certainly require adjustments in these early estimates. Continued 
shelter in place orders could permanently shut down businesses, exacerbating negative 
impacts. As more households are quarantined or left without paychecks, discretionary 
spending will plunge. Even after restrictions are lifted, a general reluctance to enter public 
spaces will probably slow any recovery.  
 
In summary: The pandemic will likely have a prolonged negative impact on retail and 
other environments that involve tight spaces and/or large groups, including conference 
centers, entertainment, and performance venues. 
 
We anticipate recovery to start in the summer, but it will take time for the local economy 
to get back to normal. Therefore, revenue impacts will likely continue into the next 
fiscal year, at least through December 2020. In the year after (July 2021-June 2022), 
we expect another wave of impacts, this time on property taxes. The next wave will 
come in the following fiscal year (FY 2022-23), when the City’s CalPERS premiums 
will increase due to negative performance of CalPERS investments due to COVID-19.  
 
The City Council, in June 2013, adopted a plan to stabilize future pension cost increases 
by making additional annual contributions to CalPERS. The City currently budgets for $7 
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FY 2022-2023 
(year 4) 

CalPERS impacts 
begin

FY 2021-2022 
(year 3) 

Property Tax 
impacts

FY 2020-2021 
(year 2) 

Impacts continue 
on Sales Tax

Hotel Tax
Recreation Fees

FY 2019-2020 
(current) 
Sales Tax
Hotel Tax

Recreation Fees
-$15-22 million

million in additional payments to CalPERS. While these payments were intended to 
increase the funding status of the City’s CalPERS plans to 98 percent, CalPERS previous 
investment losses, exacerbated by negative earnings following the COVID-19 induced 
financial market collapse, will make this funding target unachievable in the near future.

Instead, the City will see a rise in our annual CalPERS premiums resulting from these 
negative investment earnings. The City’s CalPERS annual premium is anticipated to 
increase by $2 million in FY 2022-23, and continue rising by as much as $12 million in 
future years.  
 
All these factors combined will result in long-term fiscal impacts on the City, for which we 
will need to prepare for now. 

 
 

 
 
 
 
 
 
 
 
The City also faces unplanned COVID-19 expenditures. To date (through April 28, 2020), 
the City has accumulated $1.7 million in additional expenses. These include the 
redeployment of staff in Community Services from revenue-generating activities to 
monitor park usage and social distancing, purchases of personal protective equipment
for our first responders, as well as facility cleanings and sanitization efforts. 

The City has unusually healthy reserves, which will provide a one-time source of cash to 
deal with these unprecedented fiscal impacts. The General Fund Contingency Reserve 
has $52 million and the Asset Management Reserve has $61 million, for a combined total 
of $113 million. 

2. City of Irvine COVID-19 Response Principles 

As the City continues to respond to this unprecedented health and fiscal crisis, staff is 
seeking City Council’s approval of the following core principles, which will guide us in 
addressing and recovering from the crisis. 
 

1. The City will continue providing essential services to the community, continue 
supporting local businesses, and continue placing a priority on housing 
production. 

2. City staff are our most valuable resources, tirelessly providing essential public 
services and applying innovation and creativity on a daily basis to bring the most 
value to our community despite the restrictions created by the pandemic. The City 
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will not use layoffs or reductions in work hours and/or pay as means of 
stabilizing our finances.

3. The City will focus on the following means of cost containment: (1) immediately 
freezing all non-essential vacancies until further notice; (2) disallowing non-
essential expenses including employee leave cash-outs that are not already 
approved in existing labor and other employment agreements; (3) renegotiating or 
rebidding all major third-party contracts and purchases; (4) reassessing 
funding to outside entities and events for potential delay, reduction or 
cancellation; and (5) delaying non-essential capital projects, unless such 
projects have designated funding that is project restricted and could not otherwise 
be used for City operations and essential services.

3. COVID-19 Business Support

In line with the principles discussed above, the City and the Greater Irvine Chamber of 
Commerce have partnered to help local businesses navigate the flow of information on 
COVID-19 and to access available resources. The following support has been provided: 
 

a. Disseminating information and critical resources to over 20,000 companies with a 
business license in the City of Irvine and connecting 2,000 businesses with City 
resources. 

b. Conducting a needs assessment of Irvine businesses, with 425 companies 
responding.  

c. Arranging a webinar through the Small Business Administration to address 
questions regarding financial resources. 

d. Surveying banks and developing an interactive map showing lenders that are 
willing to process the “Paycheck Protection Program” loan applications for new 
customers. 

e. Disseminating 226,077 emails and subsequently contacting over 8,000 
companies.  

 
The City and Chamber are currently conducting additional business outreach to link 
businesses with funding and resources, as well as addressing their questions. 
 

4. Overview of approved and contemplated COVID-19 emergency funding sources  

There are several COVID-19 related emergency funding sources, which might help the 
City to offset some of our costs – but not likely the revenue losses. Below is a summary 
of the sources identified to date. This information will be updated on a going forward basis. 
 
Funding Available to Support Eligible Community Programs (these will be presented on 
April 28 under a public hearing):

 Emergency Solutions Grant (ESG-CV) to provide rental and utilities assistance to 
vulnerable families and individuals - $558,059 
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 Community Development Block Grant (CDBG-CV) to provide services to 
vulnerable families and individuals - $1,255,079 

 
Funding Available to Reimburse City Response Expenses (such as personal protective 
equipment and disinfectant material): 

 Federal Emergency Management Agency (FEMA) – FEMA allows reimbursement 
of 75 percent (potentially 100 percent), of City expenditures; such as masks, 
gloves, and other personal protective equipment. 
   

State Stabilization Fund/COVID-19 Relief Fund – Currently allocated to counties, 
with Orange County receiving over $500 million. City mayors (including Mayor 
Shea) has sent a letter to the County of Orange requesting City specific 
distribution. If approved, Irvine’s share could be as high as $49 million.  

 
At the time this report was written, Congress was negotiating a new COVID-19 relief bill, 
which may include funds to assist cities such as Irvine with revenue losses. Additional 
potential sources are also being reviewed, and staff will update the City Council as details 
become available.  
 

5. Recommended City expense containment measures  

Following the COVID-19 response principles outlined above, the City is taking the 
following steps to immediately begin cost containment: 
 

a. Immediately freezing all non-essential vacancies until further notice: There 
are currently 66 vacant positions throughout the City. City Executive staff closely 
reviewed each vacant position and 43 will remain unfilled, saving as much as $1.1 
million Citywide in the current fiscal year (May and June) and additional $3.3 million 
in the next year (July-December 2020). The remaining positions are essential and 
include: 14 first responders including dispatchers; two capital improvement project 
coordinators; and seven financial or administrative support staff who are vital to 
the continuity of cIty operations.  
 

b. Disallowing all non-essential expenses: City staff continue analyzing all 
expenditures and identifying opportunities for cost savings. To date, spending 
freezes have been implemented (and savings anticipated) in employee training 
expenses. For example, the Department of Human Resources and Innovation has 
reduced expenses by $33,000 by shifting mandatory employee training and 
certification online. In addition, savings are anticipated in electricity as a result of 
reducing lighting, heating and cooling in all City facilities during the shutdown.
 

c. Renegotiating or rebidding all third-party major contracts and purchases: All 
third-party contracts are currently being reviewed for savings through 
renegotiation, reduction in use or other measures. At this time, nearly $2.5 million 
in potential savings (through year-end) have been identified. For Example, 
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Community Services has $1.2 million in savings from contracted instructor 
reductions due to class cancellations at athletic and community facilities.  
Additionally, a reduction in consultant services citywide provides an additional 
savings of approximately $350,000, as City staff are repositioned to complete 
projects.

d. Reassessing funding to outside entities and events for potential delay, 
reduction or cancellation: Staff is seeking the City Council’s recommendations 
to postpone, modify and/or cancel Community Events currently planned through 
June 30, 2020. Although postponing or modifying these events will not generate 
substantial savings, it will prohibit non-essential gatherings to help combat COVID-
19. Events include:  

i. Irvine 2/11 Marine Adoption annual City Council meeting presentation –
May 12: Propose to postpone

ii. Northwood Memorial – Memorial Day Candle Lighting Ceremony – May 
24: Propose to modify - No presentation; candle lighting and wall name 
rubbings activities - monitored to maintain social distancing 

iii. Bill Barber Memorial Day Ceremony – May 25: Propose to modify - No 
presentation - commemorate through social media/video messaging 
with City Council and military personnel 

iv. Wall of Recognition City Council Reception & Recognition – May 26: 
Reschedule reception and recognition to later date. Proceed now with 
engraving names on recognition wall

v. Studio Arts Festival – June 6: Postpone to a future date 
vi. Super Pet Adoption – June 7: Cancel adoption event - feature IACC 

animals via social media  
vii. Movies on the Lawn at Orange County Great Park: Cancel movie 

showings scheduled for June
viii. Super Swim Lesson at Woollett Aquatic Center – June 26: Cancel event

and seek to reschedule at a later date  
ix. Irvine 2/11 Marine Adoption Car Wash – June 27: Postpone June event 

and work with adoption committee to reschedule at a later date 

e. Delaying until further notice all non-essential General Fund capital projects, 
unless such projects have designated funding that could not be used for City 
operations, such as traffic improvements: Staff will provide an update on specific 
capital projects at subsequent Council meetings. Projects will be grouped as 
follows: 
  
 Capital Projects that Must Continue As-Is, such as the emergency generator 

replacement and roof repairs / replacement at the Civic Center and Culver 
undercrossing pump replacement. 

 Capital Projects that should be expedited, such as road work and traffic signal 
improvements. 
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 Capital Projects to be placed On-Hold, such as the Civic Center expansion, the 
construction of the Great Park Administration Building, and updates to the 
Animal Care Center and Operations Support Facility Renovation Project. 

 
ALTERNATIVES CONSIDERED 

None.

REPORT PREPARED BY  Marianna Marysheva, Assistant City Manager  
Barbara Arenado, Manager of Budget & Business Planning

  




