6.a.
9/24/2026

TO: Local Agency Formation Commission

FROM: Gary Thompson, Executive Officer

SUBJECT: REQUEST FOR LAFCO LOCAL AGENCY SHARE FEE WAIVER- CITY OF
BANNING

The net cost of the annual LAFCO budget is allocated to specified local
government agencies in the County pursuant to Government Code section 56381
et seqg. The current fiscal year adopted budget includes a Local Agency
Share contribution of $1,318,325, allocated to the County, cities, and
independent special districts by the County Auditor Controller under
statutory allocation formulas. Agencies are invoiced by the Auditor
Controller on July 1st of each fiscal year, and are required to submit
payment within 60 days.

If payment has not Dbeen received, the Commission, pursuant to
Government Code section 56381 (c), may request the Auditor Controller's
Office collect an equivalent amount from the property tax or other
eligible revenue that is available to that agency. Prior to such
collection, the Auditor Controller must send an advance notice to the
respective agency. The Auditor Controller may also recover any costs
incurred resulting from collection efforts from the respective agency.

Staff was notified by the Auditor Controller’s Office on August 31,
2026 that the City of Banning is requesting a waiver of the City’s
LAFCO fees for this fiscal year due to the City’s declared fiscal
emergency (City Resolution 2026-102) (copy attached). The amount
of LAFCO fee including the Auditor Controller Administrative Charge
for their costs is $10,184.51 (Copy of Invoice attached).

Staff does not support granting the fee waiver due to several
factors:

First, any fee waiver, regardless of the amount, impacts the LAFCO
budget as lost revenue.

Secondly, the amount of fees in this instance 1is inconsequential
to the overall budget of the City, and will not do anything to
solve the fiscal situation the City was responsible for creating.

Thirdly, to waive fees owed for any reason due to a fiscal issue
the agency created would set an unacceptable precedence. There are
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several agencies throughout the County that are in various levels
of fiscal distress for various reasons, however, none have requested
waiver of LAFCO fees. That could change overnight once a Local
Agency Share fee waiver is granted to an agency.

Only one agency has been granted a fee waiver in recent memory,
which is a Healthcare District currently in bankruptcy proceedings.
Healthcare Districts in bankruptcy proceedings are specifically
exempt from payment of LAFCO fees under the provisions of Government
Code section 56381 (b) (1) (D) (iii). No other public agencies are
covered by this provision. However, waiver of the fee for other
agencies is at the discretion of the Commission.

STAFF RECOMMENDATION:

It is recommended that the Commission:

1. Deny the request for the fee waiver and authorize the Auditor
Controller's Office to collect the amount owed by the City of
Banning from property taxes or other eligible revenue following
written notice, pursuant to Government Code section 56381 (c), if
payment is not made by the City.

Respectfully submitted,
| 4 /"'&_
/ SR =
/ 78

'G%ry Thompson
\EXecutive Officer

Attachments:

1) City of Banning Resolution 2026-102
2) Invoice to City of Banning for Local Agency Share fees owed
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RESOLUTION 2026-102

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF BANNING, CALIFORNIA,
DECLARING A FISCAL EMERGENCY DUE TO EXTRAORDINARY FINANCIAL
CIRCUMSTANCES THREATENING THE CITY'S ABILITY TO MAINTAIN ESSENTIAL
MUNICIPAL SERVICES

WHEREAS, the City of Banning is committed to maintaining essential municipal services for the
protection of the public health, safety, and welfare of its residents; and

WHEREAS, the City Council recently conducted a May 14, 2026, \Workshop--Banning’s Workout
Plan to Sustainability, where it received financial information demonstrating significant fiscal
challenges affecting the City’s General Fund and overall financial condition; and

WHEREAS, the City has been operating with annual General Fund budgets that were not
structurally balanced for the last six years, which resulted in a reduction of a heaithy FY 19-20
$13.1 million Beginning Fund Balance (savings account) to what we expect to be a negative
$12.8 million by June 30, 2026, a dramatic $25.9 million reduction; and

WHEREAS, in the past, the City relied on one-time resources, which made it inaccurately
appear the annual budgets were structurally balanced (ongoing revenues cover ongoing
expenses), thus avoiding the very conversations that we are having today; and

WHEREAS, the one-time resources have simply disappeared this fiscal year, and with
unrealistic revenue projections in a budget that was adopted back in June 2024, resulting in an
untenable General Fund--Fund Balance estimate of negative $12.8 million at June 30, 2026,
and if no dramatic action is taken now this deficit will likely more than double to negative $26
million through Fiscal Year 26-27; and

WHEREAS, the previous annual budgets lacked the appropriate level of transparency on the
finances of the City; and

WHEREAS, the City Council discussed a comprehensive new Budgetary and Fiscal Policy at
their May 14" Workshop that would reduce the likelihood of repeating the past; and

WHEREAS, the City Manager has provided City Council with a Workout Plan to Sustainability
with a Phase 1, which would include immediate but difficult budget reductions and other
measures to “stop the fiscal bleeding” and eliminate the FY 26-27 General Fund budget
operating deficit; and

WHEREAS, given the size of this inherited operating deficit, $14 million as a percentage of the
current General Fund budget ($37 million), this will be a very difficult process leading to
unprecedented budget reductions to stabilize the City’s General Fund; and

WHEREAS, the City Manager is working with City staff and consultants to develop a FY 26-27
Annual Operating Budget; and
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WHEREAS, the City Council finds that the preservation of essential governmental services and
the protection of the public health, safety, and welfare constitute important public purposes
requiring immediate but very difficult action; and

WHEREAS, it is very apparent that Banning’'s current economy cannot sustain an appropriate
level of City services, and it produces a higher unemployment rate and lower per househoid
income for its residents when compared statewide or regionally; and

WHEREAS, the City cannot solely tax its way out of this predicament; and

WHEREAS, this Council further finds that extraordinary measures are necessary to stabilize the
City’s finances, preserve essential public services, improve long-term fiscal sustainability for our
children, and protect the interests of the residents of the City of Banning; and

WHEREAS, the City Council desires to formally recognize the severity of the City’s financial
condition and establish a framework for evaluating and implementing appropriate fiscal recovery
measures; and

WHEREAS, the City Council is directing the City Manager to initiate decisions, proposals, and
conversations that will be difficult and controversial; and

NOW THEREFORE, the City Council of the City of Banning does hereby ordain as follows:

SECTION 1. RECITALS. The foregoing recitals are true and correct and are incorporated herein
by this reference.

SECTION 2. DECLARATION OF FISCAL EMERGENCY. Based upon the foregoing recitals, the
City Council hereby finds and declares that a fiscal emergency exists within the City of Banning
due to extraordinary financial circumstances that threaten the City’s fiscal stability and its ability
to provide essential municipal services and protect the public health, safety, and welfare.

SECTION 3. PERIODIC REVIEW. The City Council directs the City Manager to continue
providing periodic reports regarding the City’s financial condition and the status of efforts
undertaken to address the fiscal emergency.

SECTION 4. FISCAL RECOVERY MEASURES. The City Council directs the City Manager and
City staff to evaluate, develop, and implement lawful measures necessary to address the fiscal
emergency, including but not limited to:

a. Proposing a FY 26-27 General Fund budget that is structurally balanced, i.e.,
ongoing expenditures are covered by ongoing revenues and conforms with the
attached Draft Budgetary and Fiscal Policy.

b. Proposing additional multi-year strategies that will result in eliminating negative Fund
Balances and pivoting to appropriate positive amounts.

c. Seek immediate economic development opportunities that contribute to Banning’s
economy and resources to the City.

d. Expenditure reductions and cost-containment measures.
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e. Seek partnerships with our labor representatives and comply with State law,
e.g., Meyers-Milias-Brown Act (MMBA).

f.  Operational efficiencies and organizational restructuring.

g. Review of staffing levels, vacancies, and personnel expenditures.

h. Deferral, modification, or reprioritization of capital projects and non-essential

expenditures.

i. Identification of new revenue opportunities and cost-recovery measures.

j- Pursue grants, outside funding sources, and other financial assistance; and

k. Any other lawful actions deemed necessary or beneficial to preserve essential

municipal services and improve the City's financial condition.

SECTION 5. CONTINUING EFFECT. This declaration shall remain in effect until terminated by
resolution of the City Council upon a determination that the fiscal emergency no longer exists.

SECTION 6. SEVERABILITY. If any provision of this Resolution or its application to any person or
circumstance is held invalid, the remainder of this Resolution, including the application of its
provisions to other persons or circumstances, shall not be affected and shall continue in fuil
force and effect.

SECTION 7. EFFECTIVE DATE OF RESOLUTION. That this Resolution shall take effect
immediately upon its adoption.

SECTION 8. CERTIFICATION. That the City Clerk shall certify the passage of this Resolution
and shall cause the same to be published according to law.

[SIGNATURES ON FOLLOWING PAGE]
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PASSED, APPROVED, AND ADOPTED this 23" day of June, 2026.

ATTEST:

&CM\(MX (it gipa0

Pt Brce

Sandra Calderon, Deputy City Clerk
City of Banning

APPROVED AS TO FORM:

%Z{ Db A

“John Pinkney, City Attorney
Slovak, Baron, Empey, Murphy &
Pinkney, LLP
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CERTIFICATION:

I, Sandra Calderon, Deputy City Clerk of the City of Banning, California, do hereby certify that
Resolution 2026-102 was duly adopted at a regular meeting of said City Council on the 23 day
of June 2026, by the following vote, to wit:

AYES: Barrington, Flynn, Miller Royce
NOES: None
ABSENT: Wallace

ABSTAIN: None

Sardi Oaldim s

Sandra Calderon, Deputy City Clerk
City of Banning, California
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Invoice to City of Banning for
Local Agency Share fees owed




County of Riverside

City of Banning

PO Box 998

Attn: Accounts Payable
Banning CA 92220

For billing questions, please call 951-955-3800

INVOICE

Page:
Invoice No:
Invoice Date:

Customer Number:

Payment Terms:
Due Date:
Contact Person:

Inquiry Number:

1

AC0000002233
07/01/2026
AC-100000001993

30 Days

07/31/2026
Auditor-Controller Accounting

951-955-3800

Line Adj Identifier Description Quantity UOM Unit Amt Net Amount
LAFCO FY 26/ 27 Fees 1. 0000 EA 9, 944. 93 9, 944. 93
LAFCO FY 26/27 Adm n Fees 1. 0000 EA 239. 58 239. 58
SUBTOTAL: 10,184.51
| TOTAL AMOUNT DUE : 10,184.51 |
Please Remit To: Invoice No: AC0000002233
County of Riverside Invoice Date: 07/01/2026

Auditor Controller
4080 Lemon Street
6th Floor

Riverside CA 92502
United States

ATTN: AC-ACCTG

STANDARD

Customer Number:

AMOUNT DUE:

Enclosed:

AC-100000001993

10,184.51

Ori gi nal
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