REQUEST FOR CHARTER REVIEW COMMISSION ACTION

MEETING DATE(S): 10/06/2009, 10/20/2009

SUBMITTED TO: HB Charter Review Commission
SUBMITTED BY: Mark D. Bixby, Charter Review Commissioner )4/ ) K

SUBJECT: Amend section 302 (Compensation) regarding
compensation of councilmembers.

Statement of Issue: Increase transparency and accountability as well as
reduce self-interest by making councilmember compensation conform more
closely to California Government Code pertaining to general law cities.

Recommended Action: Motion to:

Amend Huntington Beach charter section 302 as follows:

- bers-of the City Council-inehding the M bt reee

H&Hd-F%d—S%V%Ht—}Lﬁ*‘%DGH&PS—p%HﬂGﬂFh— Comgensatlon for the members of the
City Council shall be established by ordinance in accordance with provisions of
Section 36516 the State of California Government Code as such provisions now
exist or may thereafter be amended. Total compensation amounts in effect at the
time this charter is adopted shall remain in effect until changed by subsequent
ordinance pursuant to this charter section. The mayor shall be paid additional

compensation of no greater than thirty-five percent of councilmember
compensation. Compensation changes enacted by ordinance shall not apply to

councilmembers during their terms of office. In addition, each member of the City
Council shall receive reimbursement on order of the City Council for Council

authorized traveling and other expenses when on official duty upon submission of
itemized expense accounts therefor. {&aééﬁeﬁﬂﬁembem—shaﬂ—feeeﬁes&eh

Alternative Action(s):
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e Increase or decrease the mayoral compensation differential (35% is the
current differential as computed below in the analysis)

e Alter the general law 5% increase limit to be no greater than CPI.

e Remove the grandfather clause and reset total compensation to some new
value.

e Use some percentage of household income to automatically index council
compensation and/or to set a compensation ceiling.

Analysis:

Charter section 302 currently provides for a direct councilmember salary of $175
per month, plus reimbursement for itemized official expenses, plus an expense
allowance that is “deemed to be reimbursement to them of other routine and
ordinary expenses”. This latter expense allowance does not require itemized
reimbursement requests, and is paid unconditionally to councilmembers regardless
of their actual expenses. The relevant municipal code section elaborates:

2.28.010 Expense allowance. It is deemed reasonable and adequate
that in reimbursement of the ordinary and routine expenses, losses and
costs imposed upon them by virtue of their serving the city in their
official capacity, each Council Member shall receive monthly, during
his term of office the sum of $698 per month, and the mayor shall
receive the sum of $936 per month, such sums to be adjusted annually
by the consumer price index for all urban consumers, all items, 1982-
84 equals 100, published by the United States Department of Labor,
Bureau of Labor Statistics, for the Los Angeles/Anaheim/ Riverside
Metropolitan Area. Further, such expense allowance need not be
accounted for by the recipient.

Depending on the city’s budget situation, the CPI increase isn’t always applied.
According to the City Council Member Information Handbook, the expense
allowance rates for FY 2008/09 are $1,354.45 per month for councilmembers and
$1899.49 per month for the mayor. These rates were reduced by 10% in the
adopted FY 2009/10 budget, to $1,219.01 per month for councilmembers and
$1,709.54 for the mayor.
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Given that this expense allowance is paid without regard to actual expenses, it
should be considered a second salary. Therefore total councilmember salary is
currently $1,394.01 per month or $16,728.12 per year, and total mayoral salary is
currently $1,884.54 per month or $22,614.48 per year. The mayoral total is
approximately 35% greater than the councilmember total.

This second salary setup has been in effect at least since the adoption of the 1966
charter (I have not checked farther back than that). The current charter section 302
language survives nearly unchanged (except for pluralizing “amount”) from the
city council portion of the corresponding 1966 charter section:

Section 502. Compensation. The members of the City Council
including the Mayor shall receive as compensation for their services
as such a monthly salary in the sum of One Hundred Seventy-Five
Dollars per month. In addition, each member of the City Council shall
receive reimbursement on order of the City Council for Council
authorized traveling and other expenses when on official duty upon
submission of itemized expense account therefor. In addition,
members shall receive such reasonable and adequate amount as may
be established by ordinance, which amount shall be deemed to be
reimbursement to them of other routine and ordinary expenses, losses
and costs imposed upon them by virtue of their serving as City
Councilmen.

The City Clerk and City Treasurer shall each receive a compensation
for their services as such to be fixed by ordinance, which
compensation for such services shall not be increased or diminished
after their election or during their respective terms of office.

The first expense allowance ordinance provided for by the 1966 charter was
ordinance 1346 adopted on 09/05/1967 which created a non-itemized expense
allowance of $125 per month for councilmembers and the mayor.

On 06/06/1972, a charter amendment was submitted to the voters to alter

councilmember compensation to follow general law, but it went down to crushing
defeat by a 3-1 margin:
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502. COMPENSATION. Compensation for members of the City
Council, City Clerk, and City Treasurer, shall be paid as in general
law cities in the State of California in accordance with the provisions
of Sections 36515, 36516 and 36517 of the Government Code of the
State of California as the same now exist or hereafter may be
amended. In addition, each member of the City Council shall receive
reimbursement on order of the City Council for Council authorized
traveling and other expenses when on official duty upon submission
of itemized expense account therefor. In addition, members shall
receive such reasonable and adequate amount as may be established
by ordinance, which amount shall be deemed to be reimbursement to
them of other routine and ordinary expenses, losses and costs imposed
upon them by virtue of their serving as City Councilmen.

Ordinance 2079 was adopted on 07/19/1976 which kept the non-itemized expense
allowance at $125 per month, but clarified that additional itemized expense
reimbursements were allowed, and provided department head fringe benefits for
councilmembers and the mayor.

On 06/06/1978, another charter amendment was submitted to the voters to alter
councilmember compensation, but it also went down to defeat, this time by an
approximate 3-2 margin (sorry, the detailed charter language eludes me on this
one, so the ballot summary will have to do):

Shall Section 502 of the existing city charter be amended to provide
that the compensation for the Mayor and the City Council members be
set in accordance with a sliding scale based upon the population of the
city so that compensation may vary from a minimum of $400 per
month to a maximum of $600 per month, and further providing for
reimbursement of certain specified expenses in addition to such
monthly compensation?

Ordinance 2566 was adopted on 07/19/1982 which raised the allowance to $290
per month for councilmembers and $390 per month for the mayor, and pegged
future increases to 75% of inflation. Note that this was right at the end of the
“stagflation” era which featured several years of abnormally high inflation (the
highest inflation in the past 50 years).
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Ordinance 2997 was adopted on 05/01/1989 and raised the allowance to $698 per
month for councilmembers and $936 per month for the mayor, and changed the
indexing to 100% of inflation as measured by CPI-U for the Los Angeles /

Anaheim / Riverside metropolitan area. This was the most recent modification to
HBMC 2.28.010.

My survey of the council compensation practices of all California charter cities
reveals that the vast majority of such cities rely on general law in whole or in part
when setting compensation. 10 cities including Huntington Beach provide for
“deemed reimbursement” expense allowances (aka second salaries) established by
ordinance, and 8 cities (some of California’s biggest cities) use special
commissions to set compensation.

There are a smattering of alternative compensation schemes, ranging from token
salaries ($1 per month by the city of Needles), to nominal salaries of a few hundred
dollars per month, to salaries indexed to CPI, to salaries indexed to judges’

salaries. One of the most intriguing alternative schemes is to tie compensation to
area household income. Inglewood (Article V, Section 4) reset their
councilmember salaries to be no greater than the average household income of Los
Angeles County as determined by the U.S. Census. Santa Barbara (Section 502)
pegs their councilmember and mayor salaries to 80% and 100% respectively of the
annual Area Median Income of Santa Barbara County as determined by the U.S.
Department of Housing and Urban Development.

The key elements of general law compensation from Government Code Section
36516 are:

e Population-based compensation ceilings.

e The council may increase compensation beyond these ceilings by submitting
a measure to the electors for their approval.

e The council may by ordinance increase compensation beyond these ceilings
by not more than 5% per year since the previous adjustment.

¢ Ordinances that provide for automatic future compensation increases are
prohibited.

It is my opinion that Government Code Section 36516 is an improvement over
current city practice, and so my recommended action uses Section 36516 as the
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template. However, since our current councilmember compensation is way over
the Section 36516 ceiling for our population size, my proposal grandfathers in the
current compensation amounts. Given the current state of the economy, plus
strong antipathy towards politicians at the national and state levels, I feel that the
new charter should not immediately increase councilmember compensation beyond
current levels (any such increase could very well turn into a “poison pill” that
would cause the new charter to be defeated at the polls). I also feel that a salary
decrease is not warranted either, since the city budget has so far managed to avoid
staff salary cuts despite a very challenging fiscal environment. So my goal is to
stay compensation-neutral.

Following general law on compensation still allows the city council direct control
over compensation, as long as the year-to-year increases don’t exceed 5%.
Anything greater than 5% will require voter approval, which provides for
accountability.

My recommended action recognizes the extra responsibilities of the mayor
compared to the rest of the council, and allows the current compensation
differential to continue.

Self-interest is reduced by preventing compensation increases from taking effect
during a councilmember’s term. If you are going to vote yourself a compensation
increase by ordinance, you won’t benefit from it unless you win re-election; this
applies to mayoral compensation as well. Note that if the council wishes to
increase compensation immediately, such a measure can be put to the electors for
approval.

Transparency is increased by doing away with the “deemed reimbursement”
expense allowance. As implemented by Huntington Beach and the other cities,
these unitemized reimbursements are really nothing more than a loophole to get
around charter compensation limits. I would much rather see forthright, upfront
discussions about councilmember compensation in Huntington Beach.

One alternative action worth further discussion is whether or not to use some
percentage of household income to index council compensation or to set a hard
compensation ceiling. Such an index or ceiling would in effect constitute private
sector style “pay for performance”. If the council manages the city in such a way
that the local economy grows and salaries increase, then the council should deserve
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increased pay for a job well done. On the other hand, if the council makes poor
decisions that harm the local economy through impeding economic growth or only
growing low-wage service sector jobs, then the council should see their own pay
reduced.

Of course, household income is subject to larger economic factors well beyond the
council’s control, but having council compensation tied to the larger economy
would allow the council to demonstrate empathy with city residents who are
subject to the same economic forces.

One problem with indexing to household income is the availability of reliable,
current data. U.S. Census American Community Survey (ACS) data lags behind
by one to two years (2008 is the most recent year that is currently available), and
U.S. HUD data does not appear to be collected at the city level for Huntington
Beach. So finding up-to-date city-level data may be difficult based on a few hours
of web searching that I did. Thus council compensation tied to household income
would tend to lag a bit behind the events that impacted household income.

Since the voters have defeated compensation charter amendments twice before, it
would be undesirable to have compensation act as a “poison pill” that would
prevent adoption of other charter reforms.

Fortunately the historical record provides a solution for avoiding the “poison pill”
problem. The 1978 charter revision effort largely revised the entire charter. But in
recognition of the controversial nature of several amendments, including council
compensation, the ballot for the 06/06/1978 election was very cleverly organized.
The main measure on the ballot was for replacing the entire charter except for the
controversial sections amended in subsequent measures on the same ballot. This
proved to be a wise decision, because the main measure passed to revise nearly the
entire charter, and all but one of the controversial auxiliary measures went down to
defeat.

I strongly recommend that the commission adopt a similar ballot strategy for any
controversial issues if possible.

References:
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e Inglewood charter -
http:// www.cityofinglewood.org/depts/cityclerks/city charter.asp
e Santa Barbara charter -
http://www.santabarbaraca.gov/Government/Ordinances/Charter/

Attachments:

e (alifornia Government Code Section 36516
e City of Huntington Beach ordinances 1346, 2079, 2566, 2997
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California Government Code Section 36516

36516. (a) A city council may enact an ordinance providing that
each member of the city council shall receive a salary, the amount of
which shall be determined by the following schedule:

(1) In cities up to and including 35,000 in population, up to and
including three hundred dollars ($300) per month;

(2) In cities over 35,000 up to and including 50,000 in
population, up to and including four hundred dollars ($400) per
month;

(3) In cities over 50,000 up to and including 75,000 in
population, up to and including five hundred dollars ($500) per
month.

(4) In cities over 75,000 up to and including 150,000 in
population, up to and including six hundred dollars ($600) per month.

(5) In cities over 150,000 up to and including 250,000 in
population, up to and including eight hundred dollars ($800) per
month.

(6) In cities over 250,000 population, up to and including one
thousand dollars ($1,000) per month.

For the purposes of this section the population shall be
determined by the last preceding federal census, or a subsequent
census, or estimate validated by the Department of Finance.

(b) At any municipal election, the question of whether city
council members shall receive compensation for services, and the
amount of compensation, may be submitted to the electors. If a
majority of the electors voting at the election favor it, all of the
council members shall receive the compensation specified in the
election call. Compensation of council members may be increased
beyond the amount provided in this section or decreased below the
amount in the same manner.

(c) Compensation of council members may be increased beyond the
amount provided in this section by an ordinance or by an amendment to
an ordinance but the amount of the increase may not exceed an amount
equal to 5 percent for each calendar year from the operative date of
the last adjustment of the salary in effect when the ordinance or
amendment is enacted. No salary ordinance shall be enacted or amended
which provides for automatic future increases in salary.

(d) Unless specifically authorized by another statute, a city
council may not enact an ordinance providing for compensation to city
council members in excess of that authorized by the procedures
described in subdivisions (a) to (c), inclusive. For the purposes of
this section, compensation includes payment for service by a city
council member on a commission, committee, board, authority, or
similar body on which the city council member serves. If the other
statute that authorizes the compensation does not specify the amount
of compensation, the maximum amount shall be one hundred fifty
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dollars ($150) per month for each commission, committee, board,
authority, or similar body.

(e) Any amounts paid by a city for retirement, health and welfare,
and federal social security benefits shall not be included for
purposes of determining salary under this section provided the same
benefits are available and paid by the city for its employees.

(f) Any amounts paid by a city to reimburse a council member for
actual and necessary expenses pursuant to Section 36514.5 shall not
be included for purposes of determining salary pursuant to this
section.
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Huntington Beach Ordinance 1346
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ORDINANCE NO. 1346
AN ORDINANCE OF THE CITY COUNCIL OF THE
CITY OF HUNTINGTON BEACH; AMENDING THE
HUNTINGTON BEACH ORDINANCE CODE BY ADD-
ING CHAPTER 11, ARTICLE 111 AND SECTION

1111 RELATING TC EXPENSE ALLOWANCE FOR
CITY COUNCILMEN.

The City Council of the City of Huntington Beach does

ordain as follows:

Section 1. That Chapter 11 is hereby added to the
Huntington Beach Ordinance Code to read in words and figures
as follows:

CHAPTER 11
» COUNCIL

Section 2. That Article 111 is hereby added to the
Huntington Beach Ordinance Code to read in words and figures
as follows:

ARTICLE 111
COMPENSATION

Section 3. That Section 1111 is hereby added to
Article 111 of the Huntington Beach Ordinance Code to read in
words and figures as follows:

Section 111l. Expense Allowance for City Councilmen. There '
shall be allowed to each member of the City Council
the sum of ' One Hundred Twenty-five Dollars ($125.00) per month.
Sald allowance is authorized to reimburse said members of the
City Council for expense of attending meetings, traveling to
and from their usuzl place of business to said meetings, travel-
ing to and from property under consideration for action by the
City Council, and all other expenses of their duties as Council-




RN

Ord. NO. 1346

men. The expense authorized hereunder need not be sccounted for

by the recipients, but no other expenses shall be allowed except

upon specific authorization therefor by the City Council.
Section 4, The City Clerk shall certify to the passage

and adoption of this ordinance and shall cause the same to be

published by one insertion in the Huntington Beach News, &

weeKkly newspaper, printed, published and circulated in the

City of Huntington Beach, California, and thirty (30) days

after the adoption thereof, the same shall take effect and be

in force.

PASSED AND ADOPTED by the City Council of the City of
Huntington Beach, at a regular meeting held on the 5th day
of September , 1967.

ATTEST:

APPROVED AS TO FORM:

0%;6'é22222= 22%2%@g5é23§?

LOU ANN MARSHALL,
Asst.City Attorney




Ord. No. 1346

STATE OF CALIFORNIA )
COUNTY OF ORANGE ) ss:
CITY OF HUNTINGTON BEACH )

I, PAUL C. JONES, the duly elected, qualified, and
acting City Clerk of the City of Huntington Beach and ex-
officio Clerk of the City Council of the said City, do hereby
certify that the whole number of members of the City Council
of the City of Huntington Beach is seven; that the foregoing

ordinance was read to said City Council at a regular

meeting thereof held on the 21st day of August ,

1967 , and was again read to said City Council at a regular

meeting thereof held on the__ 5th day ofSeptember ,

1967 . and was passed and adopted by the affirmative vote of

more than a majority of all the members of said City Council.

AYES: Councilmen:

Coen, Bartlett, Gisler, Green, Shipley

NOES: Councilmen:

None

ABSENT: Councilmen:

Kaufman, Stewart

<i::%;2¢45 ‘!l! 2/
City Clerk andgZéx-officio Clerk
of the City Coéuncil of the City

of Huntington Beach, California

20r7ance with i 7 er of 54 !92
sth the City Charter ot said Clt;'""
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Huntington Beach Ordinance 2079
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ORDINANCE NO. 2079

AN ORDINANCE OF THE CITY OF HUNTINGTON BEACH
AMENDING THE HUNTINGTON BEACH MUNICIPAL CODE
BY AMENDING SECTION 2.28.010 THEREOF AND ADDING
SECTION 2.28,020 THERETO, PERTAINING TO EXPENSE
ALLOWANCE AND FRINGE BENEFITS OF COUNCIL MEMBERS

The City Council of the City of Huntington Beach does
ordain as follows:

SECTION 1. The Huntington Beach Municipal Code is hereby
amended by amending Section 2.28.010 to read as follows:

2.28.010 Expense Allowance. It i1s deemed reasonable and
adequate that in reimbursement of the ordinary and routine
expenses, losses and costs imposed upon them by virtue of their
serving the city in their official capacity, each council

| member, including the mayor, shall receive monthly, during
} thelr term of office, the below-listed amount as an expense
| l allowance, which allowance need not be accounted for by the

recipients:
Each Council Member, including Mayor $125

| In addition thereto, each member of the city council,

| including the mayor, shall receive reimbursement on order of
the city council for councill-authorized traveling and other
expenses when on official duty upon submission of itemized
expense account therefor. A summary listing of such itemized
expenses for each month shall be presented to the councilil for
approval at the first regular meeting of the following month.
This section is intended to meet the requirements of Section
502 of the City Charter.

SECTION 2. The Huntington Beach Municipal Code is hereby
amended by adding Section 2.28.020 thereto to read as follows:

2.28.020 Fringe benefits. FEach member of the city council
shall receive all fringe benefits which are granted, and in the
future shall be granted, to the department heads of the City
of Huntington Beach, and the cost of such fringe benefits shall
be included in the annual budget.

SECTION 3. This ordinance shall take effect thirty days
after its adoption. The City Clerk shall certify to the pas-

sage of this ordinance and cause same to be published within

DPB:er 1.




fifteen days after adoption in the Huntington Beach News, a
weekly newspaper of general circulation, printed and published
, in Huntington Beach, California.
PASSED AND ADOPTED by the City Council of the City of
Huntington Beach at a regular meeting thereof held on the 19th

day of July, 1976. >
izq:sA_a_hn_JJ /kﬂ Fz\)JL_n_JLkauj

ATTEST: Mayor
‘ ‘ _City Clerk .
APPROVED AS TO CONTENT: APPROVED AS TO FORM:

/Qﬁty Administrator City Atto?fiz//

APPROVED BY INITIATING DEPARTMENT:




Ord. No. 2079

STATE OF CALIFORNIA )
COUNTY OF ORANGE ) ss:
CITY OF HUNTINGTON BEACH )

1, ALICIA M., WENTWORTH, the duly elected, qualified City
Clerk of the City of Huntington Beach and ex-officio Clerk of the
City Council of the said City, do hereby certify that the whole number
of members of the City Council of the City of Huntington Beach is seven;
that the foregoing ordinance was read to said City Council at a regular

meeting thereof held on the 6 day of __ July

1976 , and was again read to said City Council at a regular

meeting thereof held on the 19 day of July , 1976 , and

was passed and adopted by the affirmative vote of more than a majority of

all the members of said City Council.

AYES: Councilmen:

" NOES: Councilmen:
None

ABSENT: Councilmen:

.
n., Wiedexr

None

City Clerk and ex-officio Clerk
of the City Council of the City
of Huntington Beach, California

I, Alicia M, Wentworth CITY CLERK of the City of
Huntinzton 7rach ard e eio Tlerk of the City

Council, d- cariile Myt s endinores has

been puilsh 1o the g wrroe Coech News on
bl L rl
A)Lyh% A -, Mk

In goe wlgre o wldty F Ty Clonan of sz Sity,

..... ) eeoeeo.. BLICIA M, WENTWORTH . . -+ oeeeees
4 = Cily Clerk

#

-

meewsnaseadfimatysqBnsn ol

Deputy.Lity Clerk




REQUEST FOR CHARTER REVIEW COMMISSION ACTION

MEETING DATE(S): 10/06/2009, 10/20/2009

Huntington Beach Ordinance 2566
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