CITY OF LONG BEACH

DEPARTMENT OF FINANCIAL MANAGEMENT

R-22

333 West Ocean Boulevard 6" Floor « Long Beach, CA 90802

September 17, 2013

HONORABLE MAYOR AND CITY COUNCIL
City of Long Beach
California

RECOMMENDATION:

Receive and file the Fiscal Year 2013 Third Quarter Budget Performance
Report. (Citywide)

DISCUSSION

This report includes information on the City’s Fiscal Year 2013 (FY 13) budget
performance through June 30, 2013 for all funds, with particular emphasis on the
General Fund.

Summary

As of the end of the third quarter, expenditures in all City funds are still expected to
end the year within budget, General Fund revenues are anticipated to exceed
expenses by $36.9 million, which will be reserved at year-end for one-time use in
accordance with the FY 14 Adopted Budget. The current estimate of the FY 13
General Fund ending fund balance is $675,000.

FY 13 General Fund Expenditures

After the third quarter of FY 13, 71 percent of Adjusted General Fund appropriations
have been expended, which is roughly on pace with the spending pattern of the
previous fiscal year. The current FY 13 Budget includes adjustments to capture the
savings from the agreement with the International Association of Machinists and
Aerospace Workers (IAM) to have employees pay their total employee contribution
rate to CalPERS. The estimated savings to the City’s General Fund of approximately
$2.5 million ($6.3 million in All Funds) in FY 13 is reserved as part of the available
one-time funds to be used in FY 14. Current estimates also include the repayment to
the Successor Agency for debt service payments in FY 12 and the release of reserve
to offset that expense.
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As a result of the timing of the Third Quarter Budget Adjustment report scheduled to
be heard by the City Council with this performance report, a few departments appear
to be over-budget. This is the result of a timing issue; once the third quarter budget
adjustments, with offsetting revenues are approved, the General Fund will be back
within appropriation. Staff will continue to closely monitor expenses and report any
significant changes.

FY 13 General Fund Revenue

Revenue projections as of the third quarter are estimated at $451.9 million, or 13.8
percent above adjusted budget. Of this amount, $51.6 million or 11 percent are one-
time revenues and were unbudgeted at the start of the fiscal year. Unbudgeted one-
times will be discussed later in this report.

During the third quarter of the fiscal year, the General Fund experienced higher than
expected growth in several revenues, including property tax, transient occupancy tax
and pipeline franchise revenue. These revenues declined during the economic
downturn and are now experiencing a rebound. Per the County of Los Angeles,
payments of property taxes have been made more timely and with fewer
delinquencies than in the recent past. Over the past few years, delinquencies have
comprised 3 to 4 percent of all property taxes; fewer delinquencies have resulted in
additional revenue to the General Fund. Transient Occupancy Tax has also
experienced increases. Revenue per average room in Long Beach was up by 7.8
percent during the first six months of 2013 compared to the same period in 2012,
resulting in an increased year-end projection of approximately 9 percent. Gas pipeline
franchise revenue is also experiencing a rebound from record lows.

While many of the major revenues are experiencing growth, others have not
experienced a turnaround. Telephone Utility Users Tax (UUT) and Emergency
Ambulance billing are both performing below budgeted levels. A 5 percent decline in
the Telephone UUT revenue projection reflects the impact of constant price declines in
the mobile phone industry, as well as the growing trend of prepaid cellular phones by
customers. As part of the FY 13 Adopted Budget, Emergency Ambulance revenue
was increased by $1.25 million in recognition of the additional Medicaid
reimbursements made possible by AB 678. Federal and State approval and
implementation of this reimbursement program has taken longer than expected and
revenues associated with it are no longer anticipated in FY 13; revenue estimates
have been adjusted accordingly.

A list of top 40 General Fund revenues is included in Attachment C.
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One-time Resources

The FY 13 Adopted Budget included $16.9 million in one-time revenues and
expenses. Revenues were primarily from Uplands Oil revenue over $70/bbl and
anticipated one-time back payment of Ground Emergency Medical Transport per AB
678. Of this $16.9 million, $3.6 million in Emergency Ambulance revenue attributed to
the adoption of AB 678 is no longer anticipated in FY 13, but is instead expected in FY
14. Expenses that were to be funded in FY 13 by anticipated AB 678 funds will
instead be funded by other General Fund revenues that have exceeded budget
projections.

One-time revenues realized in FY 13 are now projected at a net of $43.4 million
(excluding $10.8 million in a Subsidence Fund loan repayment from the State). These
one-time revenues include RDA related one-times, litigation proceeds related to
County property tax administrative fees, SERRF Tip Fees, and PERS savings from
the IAM employees. FY 13 one-time funds not spent in FY 13 are designated for
reservation at year-end for expenditure in FY 14 based on the FY 14 Budget as
adopted by City Council.

FY 13 Expenditures — All Other Funds

There are no spending concerns to report at this time. Please see Attachment A for a
complete summary of expenditures by fund.

FY 13 Revenues — All Other Funds
There are no spending concerns to report at this time.

TIMING CONSIDERATIONS

City Council action on this matter is requested on September 17, 2013.
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SUGGESTED ACTION:

Approve recommendation.

Respectfully submitted,

NS

&\R o i, o9 o
Oy =<,

JOHN GROSS
DIRECTOR OF FINANCIAL MANAGEMENT

JG:DS:JIM
K:ABudget\FY 13\Quarterly Budget Reports\June 2013\FY 13 3rd Quarter Budget Performance Report.Doc

ATTACHMENTS

APPROVED:

4

ICKH. WEST
- Y/MANAGER
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Attachment C

CITY OF LONG BEACH GENERAL FUND REVENUE SUMMARY

THROUGH JUNE 2013
» . . Percentage of Percentage of
% Revenues FY 13 Adopted FY 1; l:id|u‘s ted Ff Y13 ActYu‘?lD Esugtlates-to- Adjusted received| Adjusted received
z ucge evenue ose ardQIFY13 | 3rdQtr. FY 12
1 |[SECURED REAL PROPERTY TAXES $ 69,900,000 $ 69,800,000 | $ 75,435,807 | $ 88,099,954 108% 97%
PROPERTY TAX RESIDUAL ABX1 26 - - 30,950,628 30,955,682 0% 0%
SALES AND USE TAX & IN-LIEU 60,871,556 60,871,556 48,724,977 59,915,225 80% 83%
PROPERTY TAX IN-LIEU OF VLF 39,319,000 39,319,000 39,294,860 39,294,860 100% 100%
2 [TRSFR FR UPLAND OIL (SR134) 17,371,294 17,371,294 13,028,472 17,385,215 75% 50%
ELECTRIC USERS TAX & PENALTIES 16,600,000 16,600,000 13,118,482 17,800,165 79% 70%
3 |EMERGENCY AMBULANCE FEES 14,450,000 14,450,000 7,139,720 9,737,920 49% 79%
TELEPHONE USERS TAX & PENALTIES 13,530,500 13,530,500 9,665,644 12,800,000 71% 67%
4 [TRANSIENT OCCUPANCY TAX 13,015,403 13,015,403 10,467,762 14,250,000 80% 95%
PARKING CITATIONS 12,418,043 12,418,043 10,237,161 13,072,828 82% 75%
BUSINESS LICENSE TAXES 11,561,000 11,561,000 8,957,181 11,920,966 77% 73%
2 {GAS-IN-LIEU 11,173,175 11,173,175 8,379,882 11,173,175 75% 50%
ELECTRIC COMPANY FRANCHISES 6,210,679 6,210,679 4,867,065 6,112,000 78% 75%
PIPELINE FEE-WATER 5,662,464 5,562,464 4,174,945 5,566,593 75% 72%
OTHER DEPT SVCS TO PROPRIETARY FUNDS 5,057,433 5,057,433 3,016,133 5,108,607 60% 54%
CHARGES FOR SPECIAL SERVICES 5,015,157 5,039,157 2,411,708 4,835,632 48% 59%
AMERICAN GOLF LEASE 4,637,240 4,637,240 3,291,010 4,637,240 73% 63%
PIPELINE FEE-SEWER 4,283,494 4,283,494 3,212,856 4,283,808 75% 72%
WATER USERS TAX & PENALTIES 3,600,000 3,600,000 2,749,643 3,870,000 76% 70%
5 {LAND,BLDG,R/W,EASEMENT,APT RENTALS 3,405,000 3,405,000 2,908,659 3,826,833 85% 104%
GAS USERS TAX & PENALTIES 3,200,000 3,200,000 2,809,822 3,500,000 88% 79%
MISC REFUNDS & REIMB 3,184,986 3,184,986 2,452,218 3,250,529 77% 68%
6 |PIPELINE FRANCHISES 3,000,000 3,000,000 3,325,777 4,400,000 111% 54%
VEHICLE CODE FINES 2,900,000 2,900,000 1,682,469 2,248,987 53% 59%
7 |PROPERTY TAX STATUTORY PASS THROUGH 2,814,750 2,814,750 | 4,942,058 4,942,068 176% 53%
PIPELINE SAFETY FEES 2,450,000 2,450,000 2,457,751 2,458,202 100% 101%
HARBOR-POLICE 1,322,000 2,164,604 1,065,043 2,164,604 49% 59%
OIL. PRODUCTION TAX 1,845,000 1,845,000 1,410,571 1,970,000 76% 70%
POLICE CHARGES FOR SPECIAL EVENTS 1,550,000 1,650,000 815,462 1,184,798 53% 65%
8 IHAULER FEES 1,414,000 1,414,000 1,331,487 1,775,316 94% 66%
9 JUNSECURED PERSONAL PROPERTY TAXES 1,400,000 1,400,000 410,261 615,000 29% 72%
10|DOG LICENSES & PENALTIES 1,381,634 1,381,634 721,038 1,269,729 52% 70%
ASSET MANAGEMENT CHARGES 1,353,696 1,353,696 1,018,119 1,354,082 75% 78%
11|{CIP-ENGINEERING CHARGES 1,279,957 1,279,957 500,705 1,050,000 39% 67%
FIRE INSPECTION FEES 1,144,000 1,144,000 824,009 1,062,100 72% 68%
12|PRIOR YEAR SECURED REAL PROPERTY TAXES 1,100,000 1,100,000 1,341,295 2,080,000 122% 41%
OTHER DEPT CHGS TO GOVT'L FUNDS 1,083,744 1,083,744 695,731 1,102,241 64% 67%
METERED/OTHER PARKING 1,000,000 1,000,000 759,377 1,002,000 76% 85%
13|REAL PROPERTY TRANSFER TAX 990,000 990,000 1,167,339 1,775,000 118% 61%
14| TRNSFRS FRM OTHER FUNDS 24,315,904 24,074,314 21,713,268 25,266,603 90% 59%
SUBTOTAL TOP 40 REVENUES $ 376,611,100 | $ 377,236,123 | $ 353,326,293 | $ 429,107,802 94% 78%
15|ALL OTHER REVENUES $ 20,220,132 |$ 19,938,734 [ $ 17,735,381 | $§ 22,805,793 89% 72%
TOTAL GENERAL FUND REVENUES $ 396,831,241 | $ 397,174,858 | $ 371,061,674 | $ 451,913,596 93% 78%

Notes:

' FY 13 Secured Property Tax revenue includes a one-time payment of $4.4M in settiement for the PTAF lawsuit and a reduction of $1 million in the FY 13 administrative
fee paid to the County. Long Beach has also received 7.9 percent more in secured property tax revenue than in FY 12, much of which has been offset by lower unsecured
property tax revenue. Additionally, $10.8 million in additional revenue is estimated to be repaid by the State in July 2013,

% The timing of operating transfers varied between FY 12 and FY 13.

3 The budgeted $3.6M in one-time and $1.25M in ongoing ambulance revenue due to AB 678 has not yet been materialized. Reimbursement through AB 678 is now not

anticipated to be received until FY 14.

* Revenue per average room in Long Beach was up by 7.8 percent during the first six months of 2013 compared to the same period in 2012. Additionally, revenue from
hotels in the former RDA areas is now being recognized with non-RDA area TOT, increasing the perception of overall performance of TOT.

5 As of 3rd Quarter, revenues from the lease agreement with the Long Beach Towne Center are above prior year actuals as a result of the timing of payments and of

modestly higher revenue performance.

® The price of natural gas has rebounded from the low levels expetienced in FY 12, as a result an increase in the franchise revenue has occurred.

" Tax increment property tax revenue from former RDA project areas is higher than in previous years as a result of increases in supplemental payments and climbing
valuations. Additionally, payments from the County have been on a different schedule than in FY 12
8 Hauler Fee revenue is anticipated to end the year above budget. Current year revenue exceeds prior year to date revenue as a result of timelier payments.

® Property taxes are remitted by the County based on an apportionment factor, not on revenue received from a particular city. In FY 13, we have received less unsecured
property tax and more secured property tax revenue. Additionally, an accounting changs in FY 13 will result in revenue being acknowledged at the end of the fiscal year

instead of the beginning of the fiscal year.

0. £y 13 dog licenses and penalties revenue is below FY 12 month-to-date actuals as a result of turnover and Animal License inspector vacancies, which resulted in the
issuing of fewer licenses and penalties. The positions are now filled and revenue from licensing has increased compared to last year.

Y. Decreased actuals in CIP Engineering revenue are due to the decreased overhead rate between FY 12 and FY 14, in addition to less RDA projects as a result of

dissolution and an increase in projects that are exempt from the CIP overhead (e.g., Measure D and grant funded).

2 Delinquent property tax payments are collected and apportioned countywide. Declines in revenue are tied to reductions in countywide prior year payments and are not
solely tied to supplemental payments by Long Beach property owners.
'3 Real Property Transfer Tax is directly tied to the value of properties sold in Long Beach. This revenue increase is reflective of increases in sale prices and/ or increases

in properties sold.

. An unbudgeted one-time of SERRF Tip Fee Differential was received in FY 13,

15 All Other Revenue includes $2.1 million in one-times from the sale of City Hall East.




