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CITY OF LONG BEACH

DEPARTMENT OF FINANCIAL MANAGEMENT

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

February 5, 2013

HONORABLE MAYOR AND CITY COUNCIL
City of Long Beach
California

RECOMMENDATION:
Receive and file the Fiscal Year 2012 Year-End Budget Performance Report, and
“increase appropriations in various funds across many departments for vanous

purposes to reflect final expenditures. (Citywide)

DISCUSSION

This report reflects the City's Fiscal Year 2012 (FY 12) budget performance and technical
adjustments. The information provided is preliminary. The books for FY 12 are not fully closed
and the audit for FY 12 will not be completed until approximately the end of March 2013. The
report includes financial information for all funds and departments. While the financial report
primarily discusses the General Fund, significant variances in other funds are highlighted
where applicable. .

The technical FY 12 year-end appropriation adjustments are included in the second part of this
report to correct any funds that surpassed their appropriation limits.

YEAR-END PERFORMANCE REPORT
All Funds

The FY 12 Adopted Budget totals $2.8 billion and covered 21 departments, including the
separately managed Water and Harbor Departments. After a poor start in terms of revenues,
FY 12 ended better than expected from a revenue perspective. The information that follows is
based on a preliminary close of the City's financial books.

The City's FY 12 Adopted Budget for all funds includes $2.8 billion of annual funds, $652.5
million of carryover (multi-year grants and capital project funds) and prior year encumbrances
(goods and services ordered in FY 11 but received in FY 12), and $7.2 million of City Council-
approved budget amendments, bringing the total Adjusted City Budget to $4.2 billion. Please
see Attachment A for a breakdown of Citywide expenditures by fund.
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The City has seven fund types divided into 39 funds that comprise the $4.2 billion adjusted
~ budget. Most of these funds are restricted funds, such as the Harbor Fund, Gas Fund and
Tidelands Funds that are designated for specific and limited activities. The majority of core
community services provided in the City, such as police and fire services, libraries and parks
are largely supported by the General Fund, which comprises only 9.7 percent of the entire
Adjusted City budget. For a discussion of notable fiscal performance in non-General Fund
funds, please see the Other Funds section of this report.

General Fund

The General Fund ended the fiscal year with a small funds available balance of approximately
$500,000. Due mainly to revenues improving the latter half of the year over original
projections, the General Fund was able to set aside approximately $3.6 million for liabilities in
FY 13 for potential State disallowed RDA expenditures.

General Fund Revenues were $397.4 million, including $5.2 million intended for reservations
for specific purposes (CalPERS/ Furlough protection per POA contract, Police Department
repayment to Asset Forfeiture Fund and the emergency reserve increase from Uplands Oil),
and not for normal ongoing operations. Expenditures totaled $386.6 million at fiscal year-end,
plus $1.5 million in carry over expenses (i.e., City Council approved one-times related to
Uplands Oil), significantly less than the adjusted budget.

The steps taken by the City in FY 12 to manage the budget through a weak economy were
successful.  All Departments managed their individual budgets well and revenues showed
signs of stabilization.

General Fund Revenue

As of fiscal year-eénd, $397.4 million of General Fund revenue was received, including one-time
revenue. General Fund revenue net of one-times was $380.7 million. A General Fund mid-year
revenue shortfall was projected as a result of economically impacted revenue sources such as
Utility Users Tax, Pipeline Franchise Fees, Towing and SERRF Fund transfers, among others.
One-time revenues deferred from FY 11 were planned to mitigate the under-performing
revenues. ‘As a result of better performance in departmental revenues, changes to accounting
for revenue accruals, which resulted in one-times revenue growth in FY 12 and the continued
rebound in Citywide revenues such as property tax and sales tax, the General Fund ended FY
12 with more revenue than projected at mid-year.

The three largest General Fund revenues, Secured Property Tax, Sales and Use Tax, Property
Tax In-lieu of VLF/Motor Vehicle In-Lieu, ended the fiscal year between 1.1 percent and 2.7
percent above projected levels. While a portion of the variance in Motor Vehicle In-Lieu was
the result of a prior-year correction by the State, the other revenue increases were a result of
better than expected revenue growth.

The combination of the mid-year revenue adjustments, improved revenue performance in
some areas and unanticipated one-time revenues eliminated the need for supplemental
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revenue action to balance the budget. As a result, the $5 million in deferred FY 11 transfers
from other funds, authorized by the City Council for transfer in FY 12, was not needed and
remains in the respective financial funds.

Attachment C provides a breakdown of General Fund revenue performance by department.
Many of the departmental variances are identified in the footnotes to this attachment.

General Fund Expenditures by Department

Actual General Fund spending for FY 12 at the department level came in at $386.6 million, or
at 96.3 percent of the adjusted budget, as shown in Attachment D. All departments ended the
fiscal year with General Fund expenditures within adjusted budget limits. In response to a
projected revenue shortfall at mid-year, the City Manager initiated a 1 percent savings target
for departments to come in under budget by 1 percent to ensure that the General Fund was
not overspent. Actions taken by Departments to curtail spending not only met the 1 percent
savings target, but exceeded it.

In the Legislative Department, the District Offices and Mayor's Office operate and manage
their own individual budgets. Seven of the nine District Offices and the Mayor's Office ended
the year within budget. Those District Offices with surpluses in excess of $500 will be
requesting the reallocation of those funds to Departments for projects within their districts as
part of the FY 13 First Quarter Budget Adjustments. The other two Council Districts exceeded
their FY 12 budgets; one has requested a reallocation of their funds in this report to cover their
overage, while the other District's overage will be covered by fund balance in the General
Fund.

RDA Impact to the General Fund

The Successor Agency to the Redevelopment Agency of the City of Long Beach was created
as a result of State legislation AB 1X 26 (dissolution of redevelopment agencies as of
February 1, 2012). One of the main functions of the Successor Agency is to oversee current
projects until completion with approval from the State of California Department of Finance
(DOF). After clarifications and decisions from the DOF on allowable contracts and expenses,
there have been impacts to the General Fund as certain expenses were, at least temporarily,
rejected by the State. In FY 12, the disallowed expenses include $3.6 million in debt
repayments.

In addition, the Due Diligence Review (DDR) report for the Housing Fund was completed and
reviewed by the DOF with no disallowed costs found. As of this writing, a report for the
Successor Agency has been completed and submitted for review to the DOF. The DDR report
for the Successor Agency disallowed approximately $68,000 in transfers. Other transactions
may be impacted at a later date when the State finalizes reimbursements and appeals. An
update will be provided to the Mayor and City Council during the Budget kickoff presentation in
the spring.
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Other Funds

Towin

The Towing Fund supports towing operations to clear vehicles involved in accidents, impound
vehicles, and also supports the City's fleet. In FY 12, there was a 3.8 percent decline in
completed tows, down from 13,681 in FY 11 to 13,250 in FY 12. As a result, towing fee
vehicle storage fees and lien sales revenue experienced declines, resulting in year-over-year
revenue declines of $706,611. Personnel costs and other discretionary expenses were
reduced by $250,721 for a net decline of $455,888.

Police & Fire Public Safety Qil Production Act (Proposition H)

On May 1, 2007, the voters approved the Police and Fire Public Safety Oil Production Tax
(Proposition H), a special tax of 25 cents, with an annual CPI increase on every barrel of oil
produced, restricted to fund police and fire services. The tax assessed in FY 12 was
$0.27/barrel of oil produced. The Fund began FY12 with a balance of $637,789 and ended
with $959,748. The FY 13 Adopted Budget includes appropriation authority for both the Police
and Fire departments to spend a combined $800,000 of the excess FY 12 ending fund
balance. The remaining balance will be addressed in future budgets.

Uplands Oil :
The Uplands Oil Fund supports the oil operations outside the Tldelands area and accounts for

all costs and revenues for the City’s proprietary oil interests and for the accumulation of
reserves to pay for the City's portion of well abandonment and site-clearance liabilities.
Revenues and expenditures fluctuate significantly throughout the year due to changes in the
price of oil. Oil production costs and transfers to the General Fund make up the majority of
expenditures. ‘

On October 4, 2011, the City Council authorized the expenditure of $18.4 million in one-time oil
revenue for one-time public safety, infrastructure and technology projects. Attachment E
summarizes the expenditures associated with those one-time funds. The total transfer in FY 12
was $31.3 million, including $12.9 million of reliable base oil revenue budgeted at $55 per
barrel for ongoing operations. As of fiscal year-end, the Uplands Oil Fund has an ending
available fund balance of $4.4 million, which will be included in the FY 14 Proposed Budget.

TECHNICAL FY 12 YEAR-END APPROPRIATION ADJUSTMENTS

On September 6, 2011, the City Council adopted the Appropriations Ordinance governing the
City's Adopted Budget for FY 12. Periodically, changes in revenue or operating conditions
require appropriation adjustments. For example, in certain cases these adjustments enable
departments to expend recently awarded grant revenue for which there is no existing
appropriation. In addition, changes for multi-year grants/projects are necessary to bring
appropriations in line with final grant/project award amounts. In accordance with the City's
practice, these adjustments are presented quarterly to the City Council for consideration.
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- Uplands Oil Fund

On May 22, 2012, the City Council approved an increase to the Long Beach Gas and Oil
Department’'s appropriations for its oil operations budget based on an estimated annual
average price of $100 per barrel. Qil prices, and thus its associated expenses, were higher
than expected. Therefore, an additional appropriation increase of $1.2 million is required to
account for the higher production and operating costs. Oil revenues offset this appropriation
increase. This appropriation is for oil production costs and has no relation to the use of net oil
revenue for General Fund operations or one-time costs.

e Increase appropriations in the Upland Oil Fund (SR 134) in the Long Beach Gas & Oil
Department (GO) by $1,200,000 offset by oil revenues.

Municipal Band

The Department of Parks, Recreation and Marine (PR) is requestlng an appropriation increase
in the amount of $91,000 to pay for activities associated with the 2012 Municipal Band
Summer Concert Season. Revenues generated from sponsorsh:p and private donations offset
this appropriation increase.

e Increase appropriations in the Tidelands Operations Fund (TF 401) in the Department of
Parks, Recreation and Marine (PR) by $50,000.

e Increase appropriations in the Special Advertising and Promotions Fund (SR 133) in the
Department of Parks, Recreation and Marine (PR) by $41,000.

Half Percent Sales Tax

The Police Department receives the Half Percent Sales Tax (Proposition 172) from the State of
California, to be used for public safety activities. In FY 12, the amount received exceeded
budget authority and an appropriation increase is requested.

e Increase appropriations in the General Grants Fund (SR 120) in the Police Department
(PD) by $488,534 offset by revenues.

Successor Agency AB 1484 ‘

Pursuant to AB 1484, the Successor Agency contracted with an independent auditor to
complete a Due Diligence Review (DDR) to establish the amount of unencumbered Low-
Moderate Income Housing Funds available for the transfer to the County Auditor-Controller for
distribution to the taxing entities. The DDR report identified an unencumbered balance of
$30,940,972. In compliance with AB 1484, the funds are required to be remitted to the County
Auditor-Controller by the Successor Agency. This budget adjustment accounts for the transfer
from the Housing Successor Fund to the Successor Agency Fund in preparation for
disbursement to the State Controller.

e Increase appropriations in the Housing Successor Fund (SR 135) in the Department of
Development Services (DV) by $30,940,972.



HONORABLE MAYOR AND CITY COUNCIL
February 5, 2013
Page 6

Successor Agency Debt Service Fund

The Successor Agency Debt Service Fund was established in February 2012 to account for
payments of the former Redevelopment Agency's bond debt, pursuant to the dissolution of the
Redevelopment Agency. The schedule used to budget the debt service was short $1,212,854
and an appropriation increase is requested to fully fund debt service costs.

e Increase appropriations in the Successor Agency-Redevelopment Obligation
Retirement Debt Service Fund (SA 277) in the Department of Development Services
(DV) by $1,212,854. ’

Harbor — Police MOU

The Police Department has exceeded appropriations in the Tidelands Operating Fund for the
Port Security Unit. An appropriation increase is requested to account for services provided to
the Port of Long Beach, offset by revenues from the Port.

e Increase appropriations in the Tidelands Operating Fund (TF 401) in the Police
Department (PD) by $114,098 offset by revenues.

Community Facilities District Debt Payment

During the transition of Asset Management Bureau to Public Works, the appropriation for
servicing the annual debt payment for the CFD 2007-2 Belmont Shore 2009 SPCL TX BD was
inadvertently omitted. This bond was issued-to pay for capital improvement projects in the
Belmont Shore Parking and Business Improvement Area. Dedicated parking meter revenue in
Belmont Shore is used to pay this debt service.

‘e Increase appropriation in the Belmont Shore Parking Meter Fund (SR 136) in the
Department of Public Works (PW) by $160,470.

Council District Overage

The Eighth Council District was allocated $500,000 in the Capital Projects Fund (CP) for
District infrastructure repairs and projects, from the $18.4 million in one-time FY 11 oil
revenues. The Eighth Council District came in $15,966 over their District Office budget, for
costs incurred by the prior Councilmember. An appropriation increase is requested to move
unspent one-time Uplands Oil funds from CP to the General Fund to cover the personnel
overages.

e Increase appropriations in the General Fund (GP) in the Legislative Department (LD) by
$15,966. '

e Decrease appropriations in the Capital Projects Fund (CP) in the Department of Public
Works (PW) by $15,966.
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TIMING CONSIDERATIONS

City Council action on this matter is required prior to the closing of the City’s books for FY 12 at
the end of January.

FISCAL IMPACT

To accurately reflect FY 12 year-end transactions the following actions are requested:

Increase appropriations in the Upla‘nd Oil Fund (SR 134) in the Long Beach Gas & Oil
Department (GO) by $1,200,000 offset by oil revenues.

Increase appropriations in the Tidelands Operations Fund (TF 401) in the Department of
Parks, Recreation and Marine (PR) by $50,000 offset by revenues.

Increase appropriations in the Special Advertising and Promotions Fund (SR 133) in the
Department of Parks, Recreation and Marine (PR) by $41,000 offset by revenues.

Increase appropriations in the General Grants Fund (SR 120) in the Police Department
(PD) by $488,534 offset by revenues.

Increase appropriations in the Housing Successor Fund (SR 135) in the Department of
Development Services (DV) by $30,940,972.

Increase appropriations in the Successor Agency-Redevelopment Obligation
Retirement Debt Service Fund (SA 277) in the Department of Development Services
(DV) by $1,212,854.

Increase appropriations in the Tidelands Operating Fund (TF 401) in the Police
Department (PD) by $114,098 offset by revenues.

Increase appropriations in the Belmont Shore Parking Meter Fund (SR 136) in the
Department of Public Works (PW) by $160,470.

Increase appropriations in the General Fund (GP) in the Legislative Department (LD) by
$15,966.

Decrease appropriations in the Capital Projects Fund (CP 201) in the Department of
Public Works (PW) by $15,966.
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SUGGESTED ACTION:

Approve recommendation.

Respectfully submitted,

JOHN GROSS
DIRECTOR OF FINANCIAL MANAGEMENT

JGIIIMRAG
K:\Budgel\FY 12\Quarterly Budget Reports\Year End\FY 12 Year End Quarter Budget Performance Report.doc

ATTACHMENTS

APPROVED:

K H. WEST
ITY ANAGER
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Year-End 2012

Revenue Analysis by Department
General Fund - Fiscal Year 2012

Attachment C

Department kY 1;:;:2??“ Adjustments ' | Adjusted Budget Yearz::::;;;\:;ua's
Mayor and City Council - - -8 - 0.0%
City Attorney 250 - 250 859 | 343.4%
City Auditor - - - 1,611 0.0%
City Clerk 747,876 - 747,876 713,934 | 95.5%
City Manager - - - 654 0.0%
City Prosecutor 30,000 - 30,000 25,335 84.5%
Civil Service - - - 2,089| 0.0%
Citywide Activities® 298,380,413 10,665,000 309,045,413 297,920,253 | 96.4%
Development Services 953,837 - 963,837 833,282 | 87.4%
Financial Management 20,121,878 - 20,121,878 21,225,760 105.5%
Fire 14,349,787 - 14,349,787 14,050,336 | 97.9%
Health and Human Services 164,249 29,500 193,749 183,120 | 94.5%
Human Resources 348,405 - 348,405 303,110 | 87.0%
Library Services 572,443 2,511 574,954 375,585 | 65.3%
Parks, Recreation & Marine 11,108,356 601,549 11,709,906 11,808,201 | 100.8%
Police* 18,555,927 532,087 19,088,014 21,074,997 | 110.4%
Public Works® 26,671,181 726,883 27,398,064 28,891,720 | 105.5%
TOTAL 392,004,602 12,557,530 404,562,131 | $ 397,410,845 | 98.2%

Notes:

T Amendments reflect budget adjustments during the fiscal year, including the Uplands Oil Fund transfer to General Fund.

2vear-end actuals do not reflect $10.9 million reserved to fund various activities, including reimbursing the Asset
Forfeiture Fund and reservation for dissalowed RDA obligations, employee contractual obligations and for one-

time reappropriation into FY 13.

% Lower actuals due to the elimination of State fuhding for the Public Library Fund (PLF) to libraries from the budgeted

amount of $186,000.

* Inter-agency contracts with the Police Department and Asset Seizure revenues exceeded budgeted levels.

® Additional revenue was collected in parking citations and private refuse hauler fees. Parking Citations revenue is
largely attributed to rone-time recent changes to the revenue accrual methodology implemented

by the City Controller.

1/23/2013

Prepared by the Department of Financial Management



Year-End 2012 Attachment D
- Expenditure Analysis by Department
General Fund - Fiscal Year 2012

Department FY 1!:“':3::) ted Amendments ' A:jiasl;-rﬁ::ts Adjusted Budget Yearzzoi;::;?t::)tuals
Mayor and City Council $ 4,818,974 | $ 5423 | § 15,966 | $ 4,824,397 4,722,348 | 97.9%
City Attorney 3 1,674,802 - ' 1,674,802 1,653,407 | 98.7%
City Auditor $ 2,258,256 4,232 2,262,489 2,049,089 | 90.6%
City Clerk 2 $ 4,870,191 4,226 4,874,418 3,173,974 | 65.1%
City Manager $ 2,617,969 368 2,618,336 2,534,071 | 96.8%
City Prosecutor $ 4,779,652 587 4,780,139 4,530,122 | 94.8%
Civil Service $ 2,103,455 2,372 2,105,827 2,105,826 | 100.0%
Citywide Activities ® $ 24,964,215 108,400 25,072,615 20,691,959 | 82.5%
Development Services $ 4,362,320 150,699 4,513,019 3,636,631 | 78.4%
Fire $ 72,631,459 1,144,349 73,775,808 71,347,509 | 96.7%
Financial Management $ 10,167,889 32,866 10,200,755 9,644,718 | 94.5%
Health & Human Services | § 1,379,915 29,500 1,409,415 1,396,861 | 99.1%
Human Resources 3 445,132 - 445,132 440,663 | 99.0%
Library Services $ 12,399,419 554,953 12,954,372 12,763,290 | 98.5%
Police $ 185,779,379 5,229,069 191,008,448 188,464,425 | 98.7%
Parks, Recreation & Marine | $ 28,708,896 1,045,048 29,753,944 29,518,480 | 99.2%
Public Works $ 28,042,778 1,345,484 29,388,262 28,048,789 | 95.4%
TOTAL $ 392,004,602 | $ 9,657,676 | $ 15,966 | $ 401,662,177 386,622,162 | 96.3%
Notes:

' Amendments reflect budget adjustments during the fiscal year, including Uplands Oil Fund transfer to General Fund.
2The budget reflected holding elections for all eligible districts, but only 1 district.had a runoff election.

3 Citywide Activities include a $5.2 million estimate to account for adjustments to the fund balance for Asset Seizure funds and one time Uplands Oil
approved by Council October 4, 2011 to be placed in General Fund reserves.

1/23/2013

Prepared by the Department of Financial Management
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