
September 8, 2009

HONORABLE MAYOR AND CITY COUNCIL
City of Long Beach
California

RECOMMENDATION :

BH-11
CITY OF LONG BEACH

DEPARTMENT OF FINANCIAL MANAGEMENT

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

Receive supporting documentation into the record, conclude the public hearing
and take the actions necessary to adopt the Fiscal Year 2010 budget as listed in
Attachment A of this letter. (Citywide)

DISCUSSION

On July 30, 2009, the City Manager's Proposed Budget for Fiscal Year 2010 (FY 10)
was delivered by the Mayor to the City Council and community with recommended
amendments for consideration . Subsequent workshops and hearings were set for
August 4, August 11, August 18, August 25, August 31, September 1, and September 8,
along with approximately three Budget Oversight Committee (BOC) meetings and 14
community meetings at which the FY 10 Proposed Budget was discussed . We are
pleased to report that through the scheduled workshops, hearings, BOC and community
meetings, presentations have been made by multiple City departments resulting in 23
separate opportunities for public feedback, deliberation and input .

At the conclusion of the hearings, the City Council will be asked to amend the proposed
budget as it deems appropriate, and to adopt the proposed budget as amended . Since
the publication of the FY 10 Proposed Budget, updated estimates of revenue and
expense, which address technical corrections as well as decisions made by elected
offices, are listed by fund and department in Attachments B and C to this letter,
respectively .

The Appropriations Ordinance officially adopts the FY 10 budget and authorizes
expenditures in conformance with the adopted budget . To become effective October 1,
2009, this Ordinance must include a finding of emergency . Specific resolutions provide
for approval of the budgets for the Harbor, Sewer and Water funds ; and certain fee
adjustments . Requests for approval include the FY 10 Capital Improvement Program ;
the Mayor's Recommendations ; and the Budget Oversight Committee's
Recommendations to the FY 10 Proposed Budget .

This letter was reviewed by Assistant City Attorney Heather A. Mahood on August 24,
2009.
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TIMING CONSIDERATIONS

In accordance with the Long Beach City Charter, the FY 10 budget must be adopted by
September 15, 2009, following at least one public hearing . Should the City Council fail
to adopt the budget on or by that date, the City Manager's FY 10 Proposed Budget shall
be deemed the budget for the 2010 fiscal year . The Mayor then has five calendar days
from City Council adoption of the budget to use his veto authority . The City Council
would then have until September 30, 2009, to override veto action by the Mayor with a
two-thirds supermajority vote .

FISCAL IMPACT

The City Charter requires that the Appropriations Ordinance shall govern and control
the expenditure and commitment amounts stated therein relating to the City's
departments, offices and agencies during each fiscal year . The total FY 10 budget for
all departments and funds is $2,890,216,712, which comprises $2,544,519,957 in new
appropriation and $349,696,755 in estimated carry-over from FY 09 for multi-year
grants and projects .

The Appropriations Ordinance, included as Attachment A-17 to this letter, totals
$1,549,226,942 for all funds except Harbor, Water and Sewer, and $1,552,390,329 for
all departments except Harbor and Water . The $3,163,387 difference between funds
and departments in the Appropriations Ordinance is due to general City indirect costs
budgeted in the Department of Financial Management but charged to the Harbor, Water
and Sewer funds, which are not included in the Appropriation Ordinance by fund .

The proposed Harbor, Water and Sewer Fund budgets are in separate City Council
ordinances included as Attachment A-1 and A-4 to this letter, respectively, and total
$995,293,015. The budget for the Harbor Department was adopted by the Board of
Harbor Commissioners by minute order on May 18, 2009 . The budget for the Water
Department was adopted by the Board of Water Commissioners by resolution on July
10, 2009 .

All user fees and charges in the attached Master Fee and Charges Schedule (A-5) have
been increased by the City Cost Index, a calculation of the projected increase in the
City's cost from FY 09 to FY 10, except for those fees that are set using other criteria .
In addition to the CCI-based fee changes, some fees have been added or adjusted due
to a change in service or other bases . For details regarding these proposed new fees
and non-CCI fee adjustments, please see the List of Proposed Fee Adjustments for FY
10 that has been incorporated as Exhibit C to the Master Fee and Charges Resolution .

Other requested City Council actions include approval of the FY 10 One-Year Capital
Improvement Program (CIP) budget, which is contained in the Appropriations
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Ordinance . The Planning Commission, at its meeting of August 20, 2009, approved the
CIP for FY 10 for conformance with the General Plan . Any projects that are not in
conformance with the Plan will be highlighted by Development Services staff and steps
to secure conformance will be outlined .

Further, motions approving the budgets of the Redevelopment Agency's (RDA) Project
Area Committees (PACs) for the Central Long Beach, the West Long Beach Industrial
and the North Long Beach Project Areas and the Long Beach Housing Development
Company (HDC) are requested. The PAC budgets are included in the budget of the
Development Services Department, while the budget of the HDC is included in the
budget of the Community Development Department . In addition, a motion finding the
use of North Redevelopment Project Funds on behalf of the Central Redevelopment
Project's low-and-moderate-housing efforts will benefit the North Redevelopment
Project area .

The City Council is also requested to adopt the Resolution establishing the "Gann
Appropriations Limit" (Limit) for general purpose expenditures . In November 1979, the
voters of the State of California approved Proposition 4, also known as the "Gann
Initiative ." The Initiative places certain limits on the amount of tax revenue that can be
appropriated each fiscal year . The Limit is based on actual appropriations during FY 79
and guards against overspending proceeds of taxes . Only those revenues which are
considered as "proceeds of taxes" are subject to the Limit . The Limit is recalculated
each fiscal year based on certain inflation and population factors provided by the State .
The proposed budget includes tax revenue estimates that are at 40 .86 percent of the
2009-2010 Appropriations Limit and, therefore, does not exceed the Limit . This
calculation is reviewed by the City Auditor for conformance to the law .

SUGGESTED ACTON :

Approve recommendation .

Respectfully submitted,

LORI ANN FARRELL
DIRECTOR OF FINANCIAL MANAGEMENT/CFO

LAF/ag
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ATTACHMENT A

List of Requested Fiscal Year 2010 Budget Adoption Actions

1 . Adopt the Resolution approving the FY 10 budget for the Long Beach Harbor Department as adopted by
the Board of Harbor Commissioners on May 18, 2009 . (A-1) .

2 . Declare an emergency to exist (A-2) .

3 . Declare the Ordinance approving the Resolution establishing the rates and charges for water and sewer
service to all customers, as adopted by the Board of Water Commissioners on July 24, 2009, as an
Emergency Ordinance, read and adopted as read (A-3) .

4. Adopt the Resolution approving the FY 10 budget of the Long Beach Water Department as adopted by the
Board of Water Commissioners on July 10, 2009 (A-4) .

5. Adopt the Resolution amending the master fee and charges schedule for specified city services for citywide
fees and charges and the City Clerk, City Prosecutor, Community Development, Development Services,
Financial Management, Fire, Gas and Oil, Health and Human Services, Library Services, Long Beach
Airport, Parks, Recreation and Marine, Police, and Public Works Departments (A-5) .

6. Approve the FY 10 One-Year Capital Improvement Program (A-6) .

7. Adopt the Resolution approving the budgets for the Redevelopment Agency's Project Area Committees in
the amounts of $50,000 for Central Long Beach, $80,000 for West Long Beach Industrial and $44,895 for
North Long Beach (A-7) .

8. Adopt the Resolution of the City Council of the City of Long Beach finding that the use of taxes allocated to
the North Redevelopment Project on behalf of the Central Redevelopment Project for the purpose of
increasing, improving and preserving the community's supply of low-and-moderate-income housing will be
of benefit to the North Redevelopment Project (A-8)

9. Adopt a motion approving the budget for the Long Beach Housing Development Company in the amount of
$14,771,161, which is included in the budget of the Department of Community Development (A-9) .

10. Adopt a motion approving the transfer of $16,083,972 from the Harbor Revenue Fund to the Tidelands
Operating Fund (A-10) .

11 . Adopt a motion approving the use of the CaIPERS Annual Lump Sum Prepayment Option for the employer
portion of the City's CaIPERS retirement benefit . The recommended prepayment, in the amount of
$46,013,000, should provide a budgetary savings of $1,749,730 to the City . Of this amount, the General
Fund should recoup a budgetary savings of $1,049,400 . (A-11)

12. Adopt the Resolution adopting an appropriations limit (Gann) for FY10 pursuant to Article XIII(B) of the
California Constitution (A-12) .

13 . Adopt the Mayor's proposed funding recommendations, as amended, to the FY10 Proposed Budget (A-13) .

14. Adopt the Budget Oversight Committee's proposed funding recommendations, as amended to the FY10
Proposed Budget (A-14) .

15 . Adopt a motion amending the proposed budget (A-15) .

16. Declare an emergency to exist (A-16) .

17. Declare the Appropriations Ordinance for FY10, creating and establishing the funds of the Municipal
Government and appropriating money to and authorizing expenditures from said funds and for said fiscal
year as an Emergency Ordinance, read and adopted as read (A-17) .
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July 30, 2009

Members of the City Council :

Pursuant to the Long Beach City Charter, I am transmitting the Mayor's
recommendations to the City Manager's structurally balanced FY 2010 budget .

The fiscal tectonic plates have shifted globally and are affecting all levels of
government like at no time before in our lives . We should not expect this situation
to turn around and "normalize" quickly . The combination of increasing wages,
unsustainable pension commitments, increasing service demands, and the
broadening and layering of programs have created a situation where the public
sector has outstripped the capacity of the private sector to support it .

Until policy makers at all levels understand that a significant readjustment is
needed, where wages, pensions, and programs are brought into line with fiscal
reality, we will continue to see State budgets with "smoke and mirrors" and "kick
the can down the road" provisions, while local governments become more
hampered in trying to provide the basic services that nearly every citizen relies on
their daily lives .

The State has borrowed from emergency funds and depleted them to the point that
we are ill-prepared - whether by an act of mother nature or further dramatic
economic decline . It has used these techniques for years, with same result : more
deficits . It now is "borrowing" from local government with little or no capacity to
pay back the debt, despite overwhelming voter direction to do so .

We are running out of smoke to mask and cans to kick .

Our fiscal condition is not temporary and will never be stable until we face the
above issue and address it squarely . In fact, the State Department of Finance
already predicts a $7 - $8 billion deficit next fiscal year with "larger shortfalls
projected in the out-years ."
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Every level of government needs to bring spending, however defined, into line
with actual revenues . While spending needs to be realistic, there is also need for
reform of our state and local finance structure that is now at the breaking point .

One bright spot in the State budget adoption last week was the last-minute removal
of the proposal to take away Gas Tax revenues that would have decimated public
works programs in cities across the state . The impact on Long Beach would have
been nearly -$8 million, out of which $6 .3m directly supports operations in the
general fund . Further, Long Beach was successful in getting state approval to
backfill Prop IA take-aways with interest from the state-mandated subsidence
fund, effectively keeping the general fund whole while maintaining long-term
solvency of our subsidence fund .

The Redevelopment Agency, however, faces a sizeable challenge . While staff
continues to assess the complete impacts of the State Budget, an estimated $36 m
in state takeaways for FY ' 10 and FY ` 11 will impact nearly every part of the City
and strain operations like graffiti removal, street repairs and long-term incentives
for development .

It is also important to keep in mind that the Legislature may return from their
summer recess to find that State revenues have dipped further or the recovery is
less robust, and will be asked to take additional action to stem the tide . That would
put local governments squarely in the cross-hairs again before the end of calendar
year 2009.

One other word of note; the City continues to aggressively pursue American
Reinvestment and Recovery Act (ARRA) funding. It should be clearly noted,
however, that use of these funds for on-going expenses when allowed would be
irresponsible and contrary to previous stated Council priorities . For example,
additional police officers funded through one-time increases to COPS grant
funding levels would burden the City for all associated costs to carry those
positions in the out years .

Taken in sum, these dynamics have made this year's budget an arduous process, to
say the least . Not only does this create the expected policy challenge of crafting a
budget in these difficult fiscal times but also a problem of simple logistics in
compiling and assessing that data .

It is in this context that Long Beach is budgeting for its future . Because of the
above conditions and the State's inability to face reality, Long Beach will face

2



Mayor's Budget Recommendations
July 30, 2009

annual deficits for the foreseeable future : $11 .5m in FY ' 11, and up to $41m in FY
` 12, largely as a result of losses incurred by PERS in last year's stock market .

The word deficit is misleading because by State law, cities across California are
required to balance their budgets each year . Long Beach will do so again this year,
but we again will have to cut deeply into services as we have done for the past six
years. This condition requires us to continue to look at our City programs and
organizational structure differently - Manager Departments, elected officials and
non-City Manager Departments alike .

The Manager's budget envisions new ways to deliver necessary services . We are
at the point that we must question every program and see if it should be continued,
either because the resources applied to it are inadequate to truly perform well or it
can be performed more economically by the private sector . We should not commit
the same offense for which we rail against Sacramento . To do so only prolongs the
pain and wastes resources. The sooner we make the hard decisions, the better . It is
the way any well-functioning private business would tackle their financial troubles

While not a pleasant prospect, the Manager's Budget anticipates 21 days of
furloughs for all City employees should the employee groups not agree to
equivalent savings . It is important to note that if all City employees agree to freeze
their wages at current rates it would eliminate the need for any furlough days in the
next fiscal year .

As I stated in last's years recommendations, I remain bullish on Long Beach .
Despite the difficult times, if we manage well and squarely face reality we will
prosper. If we can do what the State will not, we will provide a truly sustainable
financial future for our City .

1 .) Begin process of selected departmental operations for outsourcing for FY' l 1
and FY '12 savings
The Towing Fund is projected to run a structural deficit for FY '09 and the
Fleet fund, with nearly $33m in operational costs, is struggling to meet
operating expenses . It is time to look at other ways to provide these services
more efficiently .

2 .) Eliminate funding for the Long Beach Museum of Art
In a letter sent this week, despite public comment and subsequent
conversations to the contrary, the Museum Foundation Board notified the

3



Mayor's Budget Recommendations
July 30, 2009

City Manager that that they do not believe they are required to pay anything
beyond $158,000 in relation the $3 million bond payment agreed to in 1999 .
As a result, the City simply does not have sufficient funds to cover the
Museum's $569,000 management fee for FY ' 10 .

3 .) Tidelands Fund decline and projected deficit in FY ' 11 and '12
The Tidelands fund is supported through a combination of sources, including
oil revenues and the annual Harbor Department transfer . Declines in both
those sources will create an operating deficit in FY 'I 1 and ' 12, significantly
impacting current models of public safety service delivery models and parks
and recreation operations . To meet this challenge, the City will need to re-
structure service delivery in the face of deficits .

4 .) Elected official budget reductions
As in FY `09, elected officials were again asked and most complied with the
request to cut their office budgets by 6% . It is also important to note that the
Council is likely to consider the issue of equalization ; that is, instituting the
same base budget for each district, as part of the FY '10 deliberations .

5 .) Expand partnerships with existing business to maximize sales tax generation
opportunities
Sales tax revenue is the second largest source of revenue to the City's
general fund .

As part of the Port's Clean Trucks Program, the City of Long Beach has
recovered nearly $500,000 in the last two quarters of FY '09 in sales tax
revenue from the purchase of the new, "green" fleet of drayage trucks hauling
to and from the Port .

Efforts to increase outreach and incentive programs for small and medium sized
businesses to contract with the City of Long Beach and other creative ways to
attract business and encourage spending here in the City need to continue to be
part of our focus going forward .

###
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