2023-2024 KERN COUNTY GRAND JURY

CITY OF CALIFORNIA CITY
A City in Trouble, A City in Ongoing Crises

Release Date
March 7, 2024



CITY OF CALIFORNIA CITY

A City in Trouble, A City in Ongoing Crises

Photo By: Kern Council of Governments

SUMMARY:

Will the City of California City (City) ever become more responsive to the citizens’ concerns
regarding the need for more effective and efficient governance? The operation and performance
of the City has been documented in four previous Kern County Grand Jury reports in the last six
years. Terms such as: financial crisis, leadership crisis, budget crisis, dysfunction, and mistrust
were used in these reports. The situation is much the same today.

Some findings from previous Grand Jury reports that persist today include the constant turnover
of city managers, a lack of stabilized leadership, and significant delays in approving the annual
budget. There is a need to improve strained relationships and reestablish trust among City
Council, department heads, and the citizens. There is also a need to address a lack of
transparency, especially with regard to City Council meeting minutes not being approved and
published on a regular basis. These issues have been raised in citizen complaints and by various
media outlets. The crises noted above may be even worse than previously reported given the
City’s current negative financial outlook.

Issues contributing to the City’s negative financial outlook include the loss of revenues due to the
expiration of the Measure C Public Safety Special Tax, the closing of the California City
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Correctional Facility!, failure to collect outstanding cannabis industry fees and taxes?, and issues
related to potential and ongoing litigation against the City, which have caused significant legal
fees. These complex and pervasive issues will need to be addressed as soon as possible to
mitigate the financial burden on City operations and on the citizens.

PURPOSE OF INQUIRY:

The 2023-2024 Kern County Grand Jury (Grand Jury) was tasked with investigating complaints
from citizens of the City. Pursuant to California Penal Code §925(a), the Grand Jury investigated
issues regarding the general operations and performance of the City.

METHODOLOGY:

The Grand Jury visited the City to attend a City Council meeting and conduct interviews.
Interviews were also conducted by telephone and in the Grand Jury Hearing Room in
Bakersfield. Those interviewed were citizens, City Councilmembers, department heads, and city
staff. The Grand Jury reviewed previous City Council meetings, agendas, and minutes of
meetings (when available). Also reviewed were City financial statements, previously published
Grand Jury Reports, the City Municipal Codes, California Government Codes, and various
newspaper articles concerning the City.

DISCUSSION OF FACTS:

The City 1s located in the northern Antelope Valley in southeast Kern County. Incorporated in
1965, its population has grown to 14,973 according to the 2020 US Census. Covering 203.63
square miles, it is the third-largest land area of any city in the State of California. The City has a
park, a Professional Golfers’ Association (PGA) golf course, and a municipal airport. The City
also allows for the cultivating, manufacturing, and transporting of cannabis products in
accordance with its municipal codes.

A. In the past two years, there have been seven City Managers, including acting and interim;
four of them since February 2023.

B. The City’s Annual Budgets have not been approved on time for at least the last three
years.

e The City’s Annual Budget for Fiscal Year (FY) 2021-2022 was not adopted until
December 22, 2021 (6 months after the start of the year)

e The FY 2022-2023 Budget was not adopted until March 14, 2023 (more than 8
months after the start of the year)

e Finally, as of the end of December 2023 (6 months after the start of the current
year), the FY 2023-2024 Budget had not been adopted

" CDCR News Release 12/06/2022 Planned Closure of Chuckawalla Valley State Prison
2Ttem P 1 in the August 22, 2023 City Council Meeting Agenda, Core Compliance Quarterly Report, April 1, 2023
through July 31, 2023
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C. The City’s total costs for legal services and litigation have increased over the last two
fiscal years and continue to escalate. In Figure 1 below, the budget data is from the City’s
approved budgets and the actual data is taken from the City’s monthly check registers.
The City is now operating on a month-to-month basis, using its adopted FY 2022-2023
budget as the “Preliminary Budget” for FY 2023-2024. The budget and actual amounts
are shown only for the first six months of this fiscal year.

Figure 1
Total Cost for All Legal Services and Litigation
Budget vs Actual
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D. Figure 2 below shows the actual costs for the City Attorney.

Figure 2
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E. Figure 3 below shows the actual costs for law firms other than the City Attorney.

Figure 3
Cost for Other Than City Attorney
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F. The City’s memberships in the California Intergovernmental Risk Authority (CIRA) and
the Employment Risk Management Authority (ERMA), which are statewide risk sharing
Joint Powers Authorities providing general and employment liability coverage, have been
terminated by those authorities.

G. The City has not been keeping up with monitoring compliance with, and enforcement of,
its municipal codes regarding licensing, permitting, and taxing of the cannabis industry>.

H. The California Department of Corrections and Rehabilitation (CDCR) announced in a
news release on December 6, 2022, that it will terminate its lease with the owner of the
facility operated as the California State Prison at California City by March 2024,
effectively ending the use of that facility as a state prison.

I. The City had contracted with an engineering company in May of 2020 to update the
Water and Wastewater Master Plan, as well as to update its Water and Sewer rate
schedules (Plan Updates). The Plan Updates were dated March 2023, but were not
presented to City Council for approval until their meeting on September 26, 2023. The
Plan Updates did not include the potential impact of the closing of the prison.

J. At a Town Hall Meeting on October 26, 2023, the 2023 Water, Recycled Water, and
Sewer Rate Study Final Report (Final Report) was presented to the City Council and
public. The Final Report, dated September 26, 2023, reflected the potential impacts of the
prison closure, including a revenue shortfall of approximately $1.1 million for the water
and sewer enterprise funds.

3 January 10, 2023 City Council Meeting Agenda, Staff Report

2023-2024 Kern County Grand Jury Report 4



K. California City Measure C, the Public Safety Only Special Tax passed in 2018, will

expire on June 30, 2024. The projected revenue shortfall for police and fire is
approximately $6.14 million for FY 2024-2025.

The City’s website indicates that the City has not posted the minutes of its public
meetings since April 2022.

. At the December 12, 2023 City Council Meeting, Council Resolution No. 12-23-3012

was approved establishing a new Deputy City Manager classification. The
responsibilities of this person would be to: ... conduct a meticulous operational review,
identify areas for improvement, and implement necessary changes. Additionally, the
Deputy City Manager will oversee special projects, allowing the City Manager to focus
on key initiatives and ensure their successful execution.

FINDINGS:

F1.

F2.

F3.

F4.

F5.

Feé.

F7.

The constant turnover of City Managers has been very disruptive to the effective and
efficient governance of the City.

In accordance with Council Resolution No. 12-23-3012, the City has recognized the need
to add a Deputy City Manager classification to its staffing plan. If the City fills the
position, it will go a long way toward alleviating the excess burden on the City Manager
and allow the City Manager to better focus on key issues related to more efficient
governance.

The City has recognized the need to hire a Finance Director but has yet to fill the
position. The lack of a qualified and experienced Finance Director means that the City
has not established and maintained financial stability and long-term planning city-wide.

The City is consistently late in developing and approving its annual budget and filing it
with the Kern County Auditor-Controller-County Clerk in accordance with CA
Government Code §53901. For this reason, the City does not have a clear picture of its
finances and is unable to effectively plan for both current operations and for the drastic
revenue shortfalls it is facing.

The City does not regularly develop and review budget variance reports. Since the City
does not measure its actual performance against its projected performance, it prevents the
City from developing appropriate strategies to mitigate variances.

The City has consistently escalated its budget amounts for Legal Services and Litigation,
and its expenditure for these has consistently far exceeded the budgeted amounts. This
causes a significant fiscal concern regarding City operations and is also a source of
frustration for the citizens since the reasons for these apparently excessive costs are not
always transparent.

Billings from the City Attorney are based on hourly rates. Unfiltered access to the City
Attorney by city staff and citizens contributes to excess City Attorney fees for legal
services.
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F8.

F9.

F10.

F11.

F12.

F13.

The reasons for termination of the City’s CIRA and ERMA memberships are of
significant concern with respect to the City’s ability to manage its liability risks. The
Grand Jury asked for, but did not receive, the actual letters of termination. However, both
CIRA and ERMA advised the City that they were considering termination unless the City
entered into respective Performance Improvement Plans. In accordance with a staff report
from the City Manager in June of 2022:

e CIRA was considering termination due to ... significant concerns regarding the
City's governance and risk management practices, public works, contractual risk
transfer, accident investigation, law enforcement use of [a private consulting firm]
and hiring practices for department heads.

e ERMA was considering termination due to ... significant concerns regarding the
City's governance, risk management practices, claims history, and employment
practices.

The termination of the CIRA and ERMA memberships leaves the City unable to take
advantage of the cost savings inherent in a statewide pooled risk management solution.

The City now carries property insurance, worker's compensation insurance, and insurance
for its Police Department. The City has been unable to acquire a general liability
insurance policy, causing significant concern as to whether the City is able to adequately
mitigate its potential risks.

Public meetings are not fully integrated with the software platform developed by a
technology and services company for that purpose. The video cameras and microphones
for video streaming and voice recordings of most meetings have not been indexed in the
technology platform with the meeting agendas and minutes. This means that the City’s
public meetings have not been fully accessible or transparent to the citizens.

The City Council does not approve meeting minutes on a regular basis and the minutes
are either not published in a timely manner or made available to the public on the City’s
website. This means that the City’s public meetings are not fully accessible and
transparent to the public.

Since meeting minutes from previous City Council meetings are not regularly placed on
the agenda for approval by the City Council, it is not clear how the City Council
reconciles the resolutions posted in the agendas against the actual resolutions voted on in
open session.

The City’s inability to keep up with monitoring compliance and enforcement of the
cannabis industry is largely due to lack of City staff. For this reason, on January 10, 2023,
the City contracted with an outside consultant to provide ... a thorough analysis of the
existing cannabis ordinances and to make recommendations based on gaps of compliance
that can help improve the overall success of enforcement.

The consultant released an update report in August 2023 indicating that, among other
findings, there was a total of approximately $507,000 in unpaid license and permit fees
and uncollected excise taxes. This outstanding revenue remains uncollected, and this has
a significant negative impact on the financial outlook of the City.
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F14. The City does not have a clear path forward to address the budget shortfalls due to the
expiration of the Measure C Public Safety Tax and the closing of the California State

Prison.
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Photo from: California City Correctional Wikimedia Commons
COMMENTS:

The City of California City provided its responses to the Recommendations of the 2021-2022
Grand Jury Report in accordance with Penal Code §933.05(b). However, it did not provide its
responses to the Findings of that report in accordance with Penal Code §933.05(a). The Grand
Jury looks forward to the City’s responses to both the Findings and the Recommendations of this
2023-2024 Grand Jury Report.

The Grand Jury would like to thank all interviewees, including City officials, staff, and citizens
for their assistance with our investigation and for their time and cooperation.

RECOMMENDATIONS:

The Kern County Grand Jury recommends that the City Council of the City of California City:

R1. By June 1, 2024, hire a full-time, permanent, qualified, and experienced City Manager.
(Finding 1)

R2. By July 1, 2024, direct the City Manager to hire a Deputy City Manager in accordance
with Council Resolution No. 12-23-3012. (Finding 2)

R3. By July 1, 2024, direct the City Manager to hire a full-time, permanent, qualified, and
experienced Finance Director. (Finding 3)

R4. By July 1, 2024, direct the Finance Department, in collaboration with all City
departments, to initiate a process to develop the Preliminary Annual Budget for the next
fiscal year to be presented to the City Council for review by June 1, 2025. (Finding 4)
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RS.

R6.

R7.

R8.

RO9.

R10.

R11.

R12.

R13.

R14.

R15.

R16.

R17.

By August 1, 2024, direct the Finance Director to begin a process whereby all City
departments help to develop, manage, and maintain their respective department budgets
throughout the fiscal year. The Finance Director should oversee and coordinate this
process. (Finding 4)

By July 1, 2024, direct the Finance Department to ensure that the Adopted Annual Budget
include a narrative of an overview of significant changes to the previous budget, the

major elements and issues of the current budget, and a fiscal outlook for the future.
(Finding 4)

By September 1, 2024, direct the Finance Director to ensure that a copy of the Adopted
Annual Budget has been filed with the Kern County Auditor-Controller-County Clerk in
accordance with the requirements of CA Government Code §53901 regarding the filing
of financial reports. (Finding 4)

By October 1, 2024, cause quarterly variance reports to be generated and develop an
action plan to make appropriate changes to either the budget or expenditures to reconcile
or mitigate differences. (Finding 5)

By July 1, 2024, develop and implement a plan to reduce or eliminate excessive costs for
legal services and litigation. (Finding 6)

By July 1, 2024, review the City’s expenditure rates for legal services and litigation, and
direct the Finance Department to include more accurate amounts in its annual budget
proposal. (Finding 6)

By July 1, 2024, review all detailed costs for legal services and litigation on a monthly
basis to verify that all billings are necessary and appropriate. (Finding 7)

By August 1, 2024, direct the City Manager to begin a process to review and approve all
interactions between City staff and the City Attorney and eliminate unnecessary
interactions. (Finding 7)

By September 1, 2024, review, revise, and develop as appropriate, its governing policies,
procedures, trainings, contracts, and practices to manage liability risks to avoid or
mitigate potential litigation. (Finding 8)

By September 1, 2024, review and revise as appropriate, its hiring and employment
policies, procedures, and practices to avoid potential litigation. (Finding 8)

By September 1, 2024, review its insurance policies and assess its potential risks. If
deemed to be inadequate, seek additional coverage. (Finding 9)

By August 1, 2024, fully integrate all meetings with the City’s media management
software and ensure that the appropriate staff are trained to manage the process on an
ongoing basis. (Finding 10)

By June 1, 2024, establish a process whereby every agenda for City Council meetings
includes an item for the approval of the minutes of the previous meeting.
(Findings 11 and 12)
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R18. By June 1, 2024, establish a process to regularly and timely upload the approved
minutes of its meetings to its website for public access. (Findings 11 and 12)

R19. By July 1, 2024, develop an action plan, including qualified personnel, to recover the
approximately $507,000 in outstanding revenue from the cannabis industry.
(Finding13)

R20. By July 1, 2024, establish a managed, coordinated, and consistent approach to cannabis
industry code compliance and enforcement. (Finding 13)
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Photo from: 23ABC News Video
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NOTES:

e The City of California City should post a copy of this report where it will be available for
public review.

e Persons wishing to receive an email notification of newly released reports may sign up at:
https://www.kerncounty.com/government/other-agencies/erand-jury

e Present and past Kern County Grand Jury Final Reports and Responses can be accessed
on the Kern County Grand Jury website at:
https://www.kerncounty.com/government/other-agencies/erand-jury

RESPONSE DEADLINES:

e REQUIRED WITHIN 90 DAYS FROM:

o City of California City, City Council to Findings 1 to 14 and
Recommendations 1 to 20

RESPONSES ARE REQUIRED PURSUANT TO CAL. PENAL CODE §§933(c) AND
933.05 TO:

e PRESIDING JUDGE
SUPERIOR COURT OF CALIFORNIA
COUNTY OF KERN
1415 TRUXTUN AVENUE, SUITE 212
BAKERSFIELD, CA 93301

e FOREPERSON
KERN COUNTY GRAND JURY
1415 TRUXTUN AVENUE, SUITE 600
BAKERSFIELD, CA 93301

Reports issued by the Grand Jury do not identify individuals interviewed. Cal. Penal Code §929 requires that reports of the
Grand Jury not contain the name of any person or facts leading to the identity of any person who provides information to the
Grand Jury.

2023-2024 Kern County Grand Jury Report 10


https://www.kerncounty.com/government/other-agencies/grand-jury
https://www.kerncounty.com/government/other-agencies/grand-jury

FINDINGS:
« F1. The constant turnover of City Managers has been very disruptive to the effective
and efficient governance of the City.

Response: Constant City Manager turnover can severely impact California City's effective
and efficient governance, leading to: loss of institutional knowledge, disruptions in city
services, low staff morale and high turnover, changed policy direction, financial burdens,
lack of relationship-building, disrupted strategic planning, and decreased accountability.
This turnover can result in a brain drain, delayed or derailed initiatives, and a lack of
progress towards city goals, ultimately hindering the city's ability to provide optimal ser-
vices to its citizens.

California City has a difficult time recruiting and retaining city managers due to a combi-
nation of factors, including: its remote location, limited job market, and relatively low pay
scale compared to larger cities; the city's tumultuous political climate and turnover of city
council members, which can create instability and uncertainty for potential and current
city managers; the demanding nature of the job, requiring a high level of expertise and
ability to manage complex issues, such as water scarcity and economic development; and
the lack of a clear succession plan and professional development opportunities, making
it difficult to attract and retain top talent. These challenges make it hard for California
City to attract and retain experienced and qualified city managers, leading to a revolving
door of leadership and hindering the city's ability to effectively govern and serve its citi-
zens.

« F2. In accordance with Council Resolution No. 12-23-3012, the City has recognized
the need to add a Deputy City Manager classification to its staffing plan. If the City
fills the position, it will go a long way toward alleviating the excess burden on the
City Manager and allow the City Manager to better focus on key issues related to
more efficient governance.

Response: A deputy city manager is essential for a city manager's success, as they share
the workload, provide specialized expertise, support strategic planning, develop future
leaders, ensure continuity and succession planning, enhance accountability, and provide
additional bandwidth for high-level priorities. With a deputy city manager, the city man-
ager can focus on strategic priorities, knowing that day-to-day operations and specialized
tasks are being handled by a capable and experienced professional, allowing for a more
effective and successful tenure. Additionally, a deputy city manager represents the city
manager and city government at various events, meetings, and functions, building rela-
tionships and promoting the city's interests.

« F3. The City has recognized the need to hire a Finance Director but has yet to fill
the position. The lack of a qualified and experienced Finance Director means that



the City has not established and maintained financial stability and long-term plan-
ning city-wide.

Response: A finance director is essential for a city like California City to manage its finan-
cial resources effectively, ensuring accurate financial reporting, budgeting, and forecast-
ing, as well as overseeing the city's financial operations, risk management, and compli-
ance with laws and regulations. A finance director provides critical expertise to make
specific recommendations to City Council and ensures the city's financial sustainability.

However, hiring a qualified finance director has been challenging in California City due to
a combination of factors, including a limited pool of qualified candidates in the region,
competition from larger cities and private sector organizations offering higher salaries
and benefits, and a history of political instability and turnover in the city's leadership,
making it hard to attract and retain top-level talent. These challenges have resulted in a
prolonged vacancy in the finance director position, leaving the city without the critical
expertise and leadership needed to manage its finances effectively.

« F4. The City is consistently late in developing and approving its annual budget and
filing it with the Kern County Auditor-Controller-County Clerk in accordance with CA
Government Code §53901. For this reason, the City does not have a clear picture of
its finances and is unable to effectively plan for both current operations and for the
drastic revenue shortfalls it is facing.

Response: Approving a budget on time, even if it's not perfect, is crucial because it pro-
vides a financial roadmap for the city, allowing for effective planning and allocation of
resources, ensuring essential services continue uninterrupted, and maintaining the city's
financial stability and creditworthiness. Delaying budget approval can lead to uncertainty,
inefficiencies, and potential financial emergencies. Moreover, adjusting the budget as
changes occur allows for flexibility and adaptability, enabling the city to respond to un-
foreseen circumstances, address emerging needs, and take advantage of new opportu-
nities, ensuring the budget remains a dynamic and effective tool for managing the city's
finances. By approving a budget on time and making adjustments as needed, the city can
strike a balance between financial stability and responsiveness to changing circum-
stances.

« F5. The City does not regularly develop and review budget variance reports. Since
the City does not measure its actual performance against its projected performance,
it prevents the City from developing appropriate strategies to mitigate variances.

Response: Measuring actual performance against projected performance in budget vari-
ance reports is crucial for California City to assess its financial performance, identify areas
for improvement, and make informed decisions about future budgeting. By comparing
actual vs. projected results, the city can pinpoint areas where costs are exceeding pro-



jections or revenues are falling short, and take corrective action to address these vari-
ances. Moreover, including budget variance reports as part of the budget process ensures
transparency and accountability, enabling the city council and stakeholders to monitor
progress, evaluate the effectiveness of budgeting decisions, and make data-driven deci-
sions to optimize financial performance. Without these reports, the city may be operating
in the dark, unaware of potential financial pitfalls or opportunities for improvement, and
unable to course-correct to ensure the best possible use of public funds.

« F6. The City has consistently escalated its budget amounts for Legal Services and
Litigation, and its expenditure for these has consistently far exceeded the budgeted
amounts. This causes a significant fiscal concern regarding City operations and is
also a source of frustration for the citizens since the reasons for these apparently
excessive costs are not always transparent.

Response: California City faces a pressing need to allocate heightened legal costs to ad-
dress excessive litigation, including cases that are several years old, due to the city's
history of poor governance and lack of proper legal oversight. These legacy cases require
dedicated resources to resolve, resulting in higher-than-usual legal expenses. Addition-
ally, the city must also contend with a surge in new litigation stemming from recent
controversies, further straining legal resources. However, by prioritizing legal costs now,
the city can begin to address these long-standing issues, implement necessary reforms,
and ultimately reduce legal expenses in the future as these legacy cases are resolved and
new litigation subsides, ensuring a more sustainable and responsible approach to gov-
ernance moving forward.

« F7. Billings from the City Attorney are based on hourly rates. Unfiltered access to
the City Attorney by city staff and citizens contributes to excess City Attorney fees
for legal services.

Response: In the past, the City Council failed to establish a policy regulating access to
the City Attorney, resulting in unfiltered and excessive demands on the attorney's time.
This led to unnecessary legal costs and inefficiencies. However, the Council has since
corrected this oversight by implementing a policy that ensures only necessary items are
escalated to the attorney. While this has helped reduce legal costs, the city is still facing
higher-than-usual expenses due to the recent turnover in city managers. The City Attor-
ney holds legacy information crucial for new city managers to effectively manage Califor-
nia City, requiring them to lean heavily on the attorney during the transition period, re-
sulting in increased legal costs. However, this investment in legal support will ultimately
pay off as new city managers become more effective and efficient in their roles.

» F8. The reasons for termination of the City’s CIRA and ERMA memberships are of
significant concern with respect to the City’s ability to manage its liability risks. The
Grand Jury asked for, but did not receive, the actual letters of termination. However,
both CIRA and ERMA advised the City that they were considering termination unless



the City entered into respective Performance Improvement Plans. In accordance
with a staff report from the City Manager in June of 2022:

« CIRA was considering termination due to ... significant concerns regarding
the City's governance and risk management practices, public works, contrac-
tual risk transfer, accident investigation, law enforcement use of [a private
consulting firm] and hiring practices for department heads.

« ERMA was considering termination due to ... significant concerns regarding
the City's governance, risk management practices, claims history, and em-
ployment practices.
The termination of the CIRA and ERMA memberships leaves the City unable
to take advantage of the cost savings inherent in a statewide pooled risk
management solution.

Response: Potential issues that could lead to city insurance being canceled include: failure
to pay premiums, misrepresentation or fraud on the part of the city, failure to comply
with policy terms and conditions, excessive claims, or a determination that the city is a
high-risk client.

However, years of mismanagement and policy missteps have created an environment
where city insurance can be canceled. The city's history of poor governance, lack of
transparency, and failure to address legacy issues have led to a perfect storm of risk and
liability, making it difficult for insurers to justify continued coverage. The city's failure to
implement adequate risk management strategies, neglect of essential infrastructure, and
poor handling of past claims have all contributed to this precarious situation. As a result,
insurers may view the city as a high-risk client and choose to cancel coverage, leaving
the city vulnerable to financial ruin in the event of a major loss or claim.

« F9. The City now carries property insurance, worker's compensation insurance, and
insurance for its Police Department. The City has been unable to acquire a general
liability insurance policy, causing significant concern as to whether the City is able
to adequately mitigate its potential risks.

Response: California City must have general liability insurance as blanket coverage to
mitigate the numerous risks stemming from its history of mismanagement, neglect, and
high-risk operations. Without comprehensive coverage, the city is exposed to devastating
financial losses from potential lawsuits, accidents, and property damage. To better ad-
dress this issue, the city can take steps such as: conducting a thorough risk assessment
to identify potential exposures, implementing robust risk management strategies to min-
imize losses, increasing transparency and accountability in governance, investing in in-
frastructure and safety measures, and negotiating with insurers to secure more favorable
coverage terms. By prioritizing general liability insurance and proactively addressing risk,



California City can protect its assets, ensure financial stability, and safeguard the well-
being of its citizens.

« F10. Public meetings are not fully integrated with the software platform developed
by a technology and services company for that purpose. The video cameras and
microphones for video streaming and voice recordings of most meetings have not
been indexed in the technology platform with the meeting agendas and minutes.
This means that the City’s public meetings have not been fully accessible or trans-
parent to the citizens.

Response: California City is taking steps to address indexing meeting minutes and the
agenda into the newly upgraded Granicus video system, which is integrated into the Zoom
meeting function at City Council meetings. Specifically, the city is working to digitize and
organize meeting minutes and agendas from past meetings and integrating them into the
Granicus system while working to automate current meetings to better streamline the
process. This will enable easy searchability and accessibility of meeting content for citi-
zens and city staff. Additionally, the city is ensuring that all future meetings will be
properly indexed and uploaded into the system in a timely manner, ensuring transparency
and accountability. The Granicus update, which was a very recent upgrade, will enable
California City to streamline its meeting management processes and improve citizen en-
gagement.

« F11. The City Council does not approve meeting minutes on a regular basis and the
minutes are either not published in a timely manner or made available to the public
on the City’s website. This means that the City’s public meetings are not fully acces-
sible and transparent to the public.

Response: The delay in meeting minutes is a direct result of limited staffing, highlighting
the need to attract qualified individuals to work in California City. With a skeleton crew in
some departments, the city's administrative team is overburdened, leading to a backlog
of tasks, including the timely preparation of meeting minutes. Moreover, the lack of re-
sources and personnel makes it challenging to keep up with the demands of modern
governance, including prompt documentation and transparency. Attracting qualified pro-
fessionals to fill vacant positions would not only alleviate the workload but also bring in
fresh perspectives, expertise, and efficiency, enabling the city to maintain accurate and
timely records, improve transparency, and ultimately better serve its citizens. By investing
in human capital, California City can overcome the current bottleneck and ensure that
essential functions, like meeting minutes, are executed in a prompt and effective manner.

» F12. Since meeting minutes from previous City Council meetings are not regularly
placed on the agenda for approval by the City Council, it is not clear how the City
Council reconciles the resolutions posted in the agendas against the actual resolu-
tions voted on in open session.



Response: California City ensures accuracy and transparency by conducting a thorough
reconciliation process between resolutions posted on agendas and those voted on in open
session. After each meeting, city staff carefully review and compare the adopted resolu-
tions with the original agenda items, making any necessary corrections or updates. This
process ensures that the final versions of passed resolutions accurately reflect the deci-
sions made in open session, and any discrepancies or errors are addressed. The city also
maintains detailed records of all resolutions, including any revisions or amendments made
during the meeting, to provide a clear and transparent audit trail. By conducting this
reconciliation process, California City ensures that the public record accurately reflects
the actions taken by the City Council, promoting accountability and trust in local govern-
ance.

« F13. The City’s inability to keep up with monitoring compliance and enforcement of
the cannabis industry is largely due to lack of City staff. For this reason, on January
10, 2023, the City contracted with an outside consultant to provide ... a thorough
analysis of the existing cannabis ordinances and to make recommendations based
on gaps of compliance that can help improve the overall success of enforcement.
The consultant released an update report in August 2023 indicating that, among
other findings, there was a total of approximately $507,000 in unpaid license and
permit fees and uncollected excise taxes. This outstanding revenue remains uncol-
lected, and this has a significant negative impact on the financial outlook of the City.

Response: The majority of uncollected revenue is directly related to California City's ina-
bility to attract a cannabis administrator, which is a critical component of the city's reve-
nue generation. We have since hired a cannabis tax administrator who has been diligent
and instrumental in recovering funds owed. The Cannabis Tax Administrator is responsi-
ble for overseeing the day-to-day operations of the cannabis program, while the City
Manager will focus on high-level strategy and stakeholder engagement. By integrating
cannabis tax administration into the job functions of senior leadership, California City will
be able to establish a compliant regulatory framework, license legal operators, and begin
collecting much needed revenue from cannabis operations, ensuring the city's financial
stability.

« F14. The City does not have a clear path forward to address the budget shortfalls due
to the expiration of the Measure C Public Safety Tax and the closing of the California
State Prison.

Response: The failure of Measure A on the March 5th ballot has created a significant
budget shortfall for California City, making cost-cutting measures a necessity. With no
new revenue sources on the horizon, the city must adjust its spending habits to align with
its reduced budget. One way to achieve this is by prioritizing economic development,
attracting new businesses and industries to the area, and creating a streamlined devel-
opment process with the city's building and planning departments. This will encourage
growth and increase revenue without placing an undue burden on residents. Additionally,



California City can explore partnerships with private industry and non-profits to secure
funding and resources, leveraging external expertise and resources to supplement city
programs and services. By adopting a pro-business attitude, streamlining development
processes, and collaborating with external partners, California City can overcome this
deficit and achieve long-term sustainability.

Despite the current challenges, the dream of California City is still alive. While decades of
bad decisions cannot be fixed overnight, the city is taking incremental steps towards
recovery. Change is a continuous process, and progress may seem slow, but it is hap-
pening. The city is working to address past mistakes, and small victories are being
achieved every day. The revitalization of California City is a marathon, not a sprint. Every
effort, no matter how small, brings the city closer to realizing its full potential. The dream
of California City remains vibrant, and with persistence, resilience, and a commitment to
progress, it will eventually become a reality.



Response to Recommendations:

R1. By June 1, 2024, hire a full-time, permanent, qualified, and experienced City Manager.
(Finding 1)

Response: Agree with recommendation. In progress, as candidate resumes are
currently under review.

R2. By July 1, 2024, direct the City Manager to hire a Deputy City Manager in accordance
with Council Resolution No. 12-23-3012. (Finding 2)

Response: Agree with recommendation. Recommendation will be addressed
when a permanent City Manager is hired.

R3. By July 1, 2024, direct the City Manager to hire a full-time, permanent, qualified, and
experienced Finance Director. (Finding 3)

Response: Agree with recommendation. We are still recruiting for this position.

R4. By July 1, 2024, direct the Finance Department, in collaboration with all City
departments, to initiate a process to develop the Preliminary Annual Budget for the next
fiscal year to be presented to the City Council for review by June 1, 2025. (Finding 4)

Response: Agree with recommendation. However, the recommendation has not
yet been implemented.

R5. By August 1, 2024, direct the Finance Director to begin a process whereby all City
departments help to develop, manage, and maintain their respective department budgets
throughout the fiscal year. The Finance Director should oversee and coordinate this
process. (Finding 4)

Response: Agree with recommendation. However, there is no current Finance
Director and we have not been given the opportunity to see a budget or
engage in any meaningful budget discussions.

R6. By July 1, 2024, direct the Finance Department to ensure that the Adopted Annual
Budget include a narrative of an overview of significant changes to the previous budget,
the major elements and issues of the current budget, and a fiscal outlook for the future.
(Finding 4)

Response: Agree with recommendation. We will work to include this in future
budgets.

R7. By September 1, 2024, direct the Finance Director to ensure that a copy of the
Adopted Annual Budget has been filed with the Kern County Auditor-Controller-County
Clerk in accordance with the requirements of CA Government Code §53901 regarding the



filing of financial reports. (Finding 4)

Response: Agree with recommendation

R8. By October 1, 2024, cause quarterly variance reports to be generated and develop
an action plan to make appropriate changes to either the budget or expenditures to
reconcile or mitigate differences. (Finding 5)

Response: Agree with recommendation.

R9. By July 1, 2024, develop and implement a plan to reduce or eliminate excessive costs
for legal services and litigation. (Finding 6)

Response: Agree with recommendation. In progress.

R10. By July 1, 2024, review the City’s expenditure rates for legal services and litigation,
and direct the Finance Department to include more accurate amounts in its annual budget
proposal. (Finding 6)

Response: Agree with recommendation.

R11. By July 1, 2024, review all detailed costs for legal services and litigation on a monthly
basis to verify that all billings are necessary and appropriate. (Finding 7)

Response: Agree with recommendation. City Council is provided access to this
information.

R12. By August 1, 2024, direct the City Manager to begin a process to review and approve
all interactions between City staff and the City Attorney and eliminate unnecessary
interactions. (Finding 7)

Response: Agree with recommendation. In progress.

R13. By September 1, 2024, review, revise, and develop as appropriate, its governing
policies, procedures, trainings, contracts, and practices to manage liability risks to avoid
or mitigate potential litigation. (Finding 8)

Response: Agree with recommendation. In progress.

R14. By September 1, 2024, review and revise as appropriate, its hiring and employment
policies, procedures, and practices to avoid potential litigation. (Finding 8)

Response: Agree with recommendation. In progress.

R15. By September 1, 2024, review its insurance policies and assess its potential risks. If
deemed to be inadequate, seek additional coverage. (Finding 9)



Response: Agree with recommendation. Assessment completed. Further plans in
progress.

R16. By August 1, 2024, fully integrate all meetings with the City’s media management
software and ensure that the appropriate staff are trained to manage the process on an
ongoing basis. (Finding 10)

Response: Agree with recommendation. In progress.

R17. By June 1, 2024, establish a process whereby every agenda for City Council meetings
includes an item for the approval of the minutes of the previous meeting.
(Findings 11 and 12)

Response: Agree with recommendation. In progress, as the City Clerk is working
diligently to make this happen.

R18. By June 1, 2024, establish a process to regularly and timely upload the approved
minutes of its meetings to its website for public access. (Findings 11 and 12)

Response: Agree with recommendation. In progress.

R19. By July 1, 2024, develop an action plan, including qualified personnel, to recover
the approximately $507,000 in outstanding revenue from the cannabis industry.
(Finding13)

Response: Agree with recommendation. In progress.

R20. By July 1, 2024, establish a managed, coordinated, and consistent approach to
cannabis industry code compliance and enforcement. (Finding 13)

Response: Agree with recommendation. In progress.
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