
REQUEST FOR CITY COUNCIL ACTION

MEETING DATE: MAY 26, 2020

TITLE: SUPPLEMENTAL REPORT: COVID-19 UPDATE 

__________________________________ _____________________________ 
Director of Financial Management City Manager
& Strategic Planning

RECOMMENDED ACTION 

1. Approve and provide input, and authorizations as appropriate, on the May COVID-19
Update, including Assisted Living facility protocols and the additional $7 million
CalPERS payment scheduled for 2019-20, and other COVID-19 related matters.

2. Confirm and Ratify City Council Direction to Director of Emergency Services
Regarding Public Antigen and Antibody Testing Contract.

EXECUTIVE SUMMARY 

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

1. Update on the impacts of the COVID-19 pandemic on the City’s local economy,
revenues, and expenditures.

2. Update on the savings from the previously presented cost-containment measures.

3. Discussion of the $7 million additional CalPERS payment budgeted for FY 2019-
2020.

4. Information on protocols and data related to the assisted living facilities in the City,
per direction at the May 12, 2020 Council meeting.

5. Confirm and ratify City Council direction of antigen and antibody testing from the
May 12, 2020 Council meeting as requested by Mayor Christina Shea.
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DISCUSSION

1. Update on the Impacts on the City’s Local Economy, Revenues, and Expenditures

a. Local Economic Impacts

The chart below reflects businesses that have suspended or limited operations resulting 
in layoffs as of May 21, 2020. City businesses continue to see an increase in closures 
across all categories. Major examples of closures include hotels such as: the Marriott
Irvine Spectrum, Hotel Irvine, and Embassy Suites Irvine; multiple business services and 
retail establishments: H&M, Barnes & Noble, Best Buy, car dealerships, dental offices,
and numerous restaurants.
 

City staff continues to actively engage with industry leaders regarding the local business
forecast, as well as, local hotels and the Greater Irvine Chamber of Commerce on 
hospitality sector impacts. Businesses face competing challenges and uncharted waters 
as they continue to navigate the impacts of COVID-19. Retailers will not be able to return 
to pre-COVID best practices and will need to make adjustments to the new normal. 
Businesses continue to expand their online capabilities to support increased demand 
while making plans to gradually reopen stores.  

On May 12, the City Council approved a four-phase plan for reopening City facilities, 
services, and programs guided by the State’s Resilience Roadmap.  This process allows
lower-risk workplaces to gradually re-open with adaptations. Stage 2 includes gradually 
reopening curbside retail. Some communities may move to Stage 3 faster if able to 
demonstrate greater progress. The timing of each phase of implementation will be critical
so that businesses and employers reduce the risk of transmission and adapt to the 
changed behaviors of consumers. The safety guidelines provided by the CDC and within 
the Resilience Roadmap will provide a base foundation for businesses to open and will 
provide a reasonable expectation that the place of business is safe for operation, likely 
boosting consumer foot traffic.  

BUSINESS INDUSTRY
NUMBER OF 
BUSINESSES

Notified Layoffs/ 
Furloughs

Auto Dealers 4 424
Business, Services, Supplies 30 2,792
Health & Wellness 10 998
Hospitality, Hotel 20 2,764
Medical 10 1,707
Restaurants 22 1,730
Retail 17 1,063

Totals 113                                  11,478                            



City Council Meeting
May 26, 2020
Page 3 of 6

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

b. Updated Impacts on City’s Revenues and Expenditures

There is no additional data on the City’s revenues, and therefore, no updates to the 
previously provided early estimates, as discussed below. Early modeling scenarios still 
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, reflecting a 60 percent 
decline during the shutdown, followed by a long, gradual recovery. 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, reflecting revenue 
declines of as much as 90 percent.  

 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.  
 
As previously discussed, the anticipated recovery is expected to start in the summer, but 
it will take time for the local economy to return 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), staff expects 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. All these factors combined will result in long-term fiscal impacts on the 
City. 

 
 

 
 
 
 
 
 
 
 
The City also faces unplanned COVID-19 expenditures. As of May 21, the City has 
accumulated $3.1 million in additional expenses in the General Fund. This figure includes 
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 and field personnel, including facility cleanings and sanitization 
efforts.  
 

• 

• 

• 
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Outside the General Fund, the Building and Safety Fund (which accounts for revenues 
and expenses related to permitting, plan review, and inspections) has experienced a 
COVID-19 related decrease in revenue of approximately 20 percent during March and 
April. Staff is forecasting this decline to continue through the end of the fiscal year, with a 
decline of 8 percent projected in FY 2020-21 revenue as a result of the virus-related 
economic slowdown.  Over the next four years, staff is projecting a year-over-year decline 
in revenue of 3 percent resulting in in a cumulative negative fund balance of $8.3 million 
after four years, which includes General Fund support of $2.8 million this fiscal year. Staff 
is working diligently to reduce costs without sacrificing service levels through significant 
reductions in contract expenditures and technology-related productivity improvements. 
 

2. Update on the Savings from the Previously Presented Cost-Containment Measures   

Following the COVID-19 response principles outlined at the April 28, 2020 Council 
meeting, the City has taken steps to immediately begin cost containment. Status on the 
costly containment measures is presented below. 
 

a. Immediately freezing all non-essential vacancies until further notice:  
 43 vacant positions through the City will remain unfilled, saving as much as 

$1.1 million citywide in the current fiscal year (May and June) and additional 
$3.3 million next year (July-December 2020).  

 
b. Disallowing all non-essential expenses: City staff continue analyzing all 

expenditures and identifying opportunities for cost savings. Spending freezes have 
been implemented and savings are anticipated across all departments and include: 

 Training budgets have been reduced by $290,000 citywide due to staff 
working from home and utilizing online opportunities and webinars.  

 Overtime spending has been reduced significantly, resulting in savings of 
$216,000 in March and April. 

 Public Works is saving $70,000 due the reduction in maintenance in closed 
City facilities. 

 Savings of $10,000 are anticipated due to the reduction of heating and 
cooling costs in closed City facilities.  
 

c. Renegotiating or rebidding all third-party major contracts and purchases: All 
third-party contracts continue to be reviewed for savings through renegotiation, 
reduction in use, or other measures. At this time, nearly $2.8 million in potential 
savings (through year-end) have been identified in the General Fund. In the 
Strategic Technology Plan fund, staff have evaluated overall work reductions in 
contract services of $529,450.  Major savings include retracting an upgrade to 
ONESolution and instead enhancing the current software, cancelling a wireless 
implementation study and trimming down in-building signal boosters, and reducing 
citywide applications training. Other savings include $21,700 in nonessential 
training and business expenses and over $90,000 from the freezing of all non-
essential vacancies. 

• 

• 

• 

• 

• 
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d. Delaying until further notice all non-essential General Fund capital projects:
City staff have reviewed 158 Capital Improvement Projects related to City 
transportation efforts, development of the Orange County Great Park, 
improvements to community parks, and facilities and City infrastructure, totaling 
$334 million.  

 Expedite work: 12 projects will be expedited to take advantage of the current 
climate reduction in traffic, including the University Widening, 
Culver/University Widening, and Woollett Aquatics Center Rehabilitation 

 Continue as-is: 124 projects continue on the current schedule, including the 
emergency generator replacement, roof repairs/replacement at the Civic 
Center and the Culver undercrossing pump replacement 

 Place on hold: 22 projects will be placed on hold to maximize our resources 
during this challenging period, saving $89 million. These projects include 
the Civic Center Expansion,  Great Park Administration Building, Animal 
Care Center and Operations Support Facility Renovation Project 

 
3. Discussion of the $7 million Additional CalPERS Payment Budgeted for FY 2019-20 
 
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 
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 difficult to achieve in the near 
future. 
 
As of the last valuation report (based on data as of June 30, 2018), the City’s pension 
programs were 77 percent funded, up from 66 percent at plan implementation. The City’s 
unfunded liability was approximately $167.3 million as of June 30, 2018. Volatility in 
interest earnings, as well as CalPERS lowering the discount rate from 7.5 percent to 7.0 
percent over the last three years, has substantially increased the unfunded liability portion
of the plan, while decreasing the City’s anticipated funded status. If the City had not 
implemented the Pay Down Plan, the City would be only 69 percent funded.

This year’s budgeted additional payment has not been made. City staff is requesting City 
Council direction on the additional $7 million payment for FY 2019-20, as well as guidance 
on the budgeted payment for FY 2020-21.  

4. Information on Protocols and Data Related to the Assisted Living Facilities in the City

Per direction at the May 12, 2020 City Council meeting, staff reached out to gather more 
data regarding COVID-19 cases among residents and staff at senior care facilities in 
Irvine.  Staff also shared information about available resources to assist these facilities 
during the current emergency.  
 

• 

• 

• 
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Due to lack of available information from state and county public health officials, staff 
reached out to each of the 22 facilities in Irvine. As of May 19, 2020, there were no COVID 
positive residents or staff at any of these facilities. Representatives from these facilities 
were, however, unwilling to disclose any historical information regarding cases or 
fatalities. 
 
All facilities are taking the temperature of anyone entering the property, including 
residents who leave and return, staff, and visitors, at the five facilities still allowing general 
visitation. All other facilities have restricted visitors only to family members of residents 
on hospice care. 
 
In speaking with the facilities, staff asked if their needs were met or if they would like any 
assistance. They all reported they had what they needed for now, specifically with regard 
to adequate personal protective equipment. Staff provided contact information and 
encouraged each facility to reach out to the City should they need assistance in accessing 
resources in the future.  
 
5. Confirm and ratify City Council direction of antigen and antibody testing from the May 

12, 2020 Council meeting 

Attached for City Council discussion is a request from Mayor Christina Shea to confirm 
and ratify antigen and antibody testing direction provided to City staff on May 12, 2020 
(Attachment). 
 
ALTERNATIVES CONSIDERED 

None.

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

 

Attachment Memorandum from Mayor Christina Shea to reconsider antigen and 
antibody testing direction provided to City staff on May 12, 2020                



To: John A. Russo, City Manager 

From: Christina L. Shea, Mayor ~ 
Date: May 19, 2020 

Re: US Health Fairs - Antibody Testing 

RECEIVED 

MAY 19 2020 

CITY OF IRVINE 
CITY MANAGER'S OFFICE 

Please place an item on the May 26 agenda to consider cancellation of the City's plan to 
make Antibody testing available to the public. 

On Tuesday, May 12, we approved the availability of Antigen and Antibody testing, 
administered by US Health Fairs for our drive-thru testing beginning on May 26. The 
Antigen testing has FDA Emergency Use Authorization. 

Now understanding that the Antibody tests do not have FDA Emergency Use 
Authorization, and for the safety, health and credibility of our community, I must request a 
revote at our upcoming City Council meeting on May 26. 

I look forward to discussing with my Council colleagues. 

cc: Irvine City Council 
City Attorney 
Molly M. Perry, City Clerk 

ATTACHMENT 
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