CITY OF LONG BEACH R-20

DEPARTMENT OF FINANCIAL MANAGEMENT

333 West Ocean Boulevard 8" Floor o Long Beach, CA 90802

May 22, 2012

HONORABLE MAYOR AND CITY COUNCIL
City of Long Beach

California

RECOMMENDATION:

Receive and file the Fiscal Year 2012 Second Quarter Budget Performance
Report (Citywide)

DISCUSSION

This report includes information on the City’s Fiscal Year 2012 (FY 12) budget
performance through March 31, 2012 for all funds, with particular emphasis on the
General Fund.

Summary

The actions initiated by the City Manager at the end of the first quarter to close the
projected $11 million General Fund budget gap appear to be working and no further
action is proposed at this time.

As of the end of the second quarter, expenditures in all City funds are expected to
end the year under budget. General Fund revenue, however, is projected to end the
year at about $392 million or 2.9 percent under budget. To close the mid-year
shortfall as discussed in the First Quarter report, the City Manager directed the
implementation of a 1 percent savings target and recommended the use of one-time
revenue of $5 million from FY 11, which was reserved at year-end to address
potential revenue shortfalls in FY 12. A remaining $150,000 shortfall is expected to
be resolved before year-end.

FY 12— All Funds

There are no significant spending or revenue concerns to report at this time. Please
see Attachment A for a complete summary of expenditures by fund. Staff will update
the City Council in the third quarter budget performance report if any new problems
arise. All discussion of General Fund changes is included in separate sections
below.
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FY 12 General Fund Expenditures

As of March 31, 2012, all departments have estimated to end the year within their
appropriations, except the Police Department. The Police Department estimated at
the end of March that it will be over adjusted budget, but has committed to end the
year within appropriations and their estimates at the end of April show they are on
track to do so. See Attachment D for a summary of expenditures by department and
Attachment footnotes for an explanation of any relevant changes. In addition, a
single audit finding related to Technology Services' grant charges could increase
costs for General Fund departments, if not in FY 12, then potentially in FY 13.

FY 12 General Fund Revenue

As reported in the first quarter performance report, the General Fund revenues have
declined or grown slower than expected since the budget was adopted. That trend
has not reversed itself in the second quarter, but hasn’'t worsened noticeably.
Second quarter estimates are projecting an $11.8 million shortfall in the General
Fund.

Seventy-five percent of the FY 12 major revenue deviations from adopted
projections are within the General Fund's top 40 revenues (including transfers).
These decreases in revenue estimates include $3.5 million in transfers from other
funds, $2.8 million in projected utility users tax revenues, $1.2 million in franchise fee
revenues and the $1.1 million in prior-year property taxes.

The largest decreases in transfers from other funds are from the SERRF and Towing
Funds. As stated in the first quarter performance report, the SERRF Fund will not
make a budgeted $2.1 million net facility transfer to the General Fund as a result of
ending FY 11 with insufficient fund balance to exceed the minimum amount required
by the JPA agreement. While Towing and Lien Sales has reduced expenditures, the
budgeted transfer to the General Fund will be $1 million lower as a result of
continuing declines in towing volumes and associated revenues over the past few
years, which have reduced the Towing fund balance below desired levels. The
declines in utility users taxes (UUT) are primarily in Electric and Telephone UUT,
which have exhibited 5.5 percent and 6.5 percent year-over-year decreases in
revenue, respectively, during the first half of FY 12. Additionally, at least a $600,000
reduction in Gas UUT is expected with the end of the City’s current price hedging
contract in the second half of FY 12. Associated decreases can be seen in the gas
and electric franchise revenue, which are exhibiting combined declines of $1.2
million, with $900,000 reflecting the nationwide decline in the commodity price of
natural gas. The City is also experiencing reductions in prior-year property taxes,
which had been stable until FY 12. Conversations with the County Assessor’s Office
indicate that prior-year assessment appeals submitted by property owners County-
wide, and recognized in the current tax roll year are resulting in revenue reductions
in FY 12.
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A summary of the top 40 General Fund revenues is included in Attachment B.
Attachment C provides a more detailed breakdown of General Fund revenue
performance and variances by department. Many of the departmental variances are
captured in the footnotes to this attachment.

FY 12 General Fund Budget To Be Balanced by Year-End

The current estimates, based on six months of data, show General Fund expenses
coming in slightly under budget. Financial Management does not anticipate any
issues with expenditures ending the year within budgeted Citywide appropriation.
As previously mentioned, however, the General Fund revenue and fund transfers
are currently estimated to come in $11.8 million under budget. In order to end the
fiscal year in balance, the City Manager initiated a 1 percent savings target Citywide
for all General Fund departments at the end of the first quarter. Both the Police and
Fire Departments are expected and are able to accommodate the 1 percent
adjustment without further impacts to services. In addition, the FY 11 revenue
surplus of $5 million will be applied, as needed, to further offset the FY 12 shortfall.

These actions, in combination, reduce the projected deficit to less than $500,000.
Past history indicates it is very possible that unexpected revenues or additional
department savings will cover the remaining shortfall. If revenues drop further than
estimated, additional actions may be recommended.

TIMING CONSIDERATIONS

City Council action on this matter is requested on May 22, 2012.
SUGGESTED ACTION:

Approve recommendation.

Respectfully submitted, | APPROVED:
JOHN GROSS % KH. WEST
DIRECTOR OF FINANCIAL MANAGEMENT CITY MANAGER

JG:DSWIM
K:\Budget\FY 12\Quarterly Budget Reports\March 2012FY 12 2nd Quarter Budget Performance Report_FINAL.doc

ATTACHMENTS
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March 2012

Revenue Analysis by Department
General Fund - Fiscal Year 2012
(50% of Year Completed)

Attachment C

Department FY 1Bzu2::fted Amendments' | Adjusted Budget Ye:rc-:s;?sate Remaining Estimates-to-Close

Mavyor and City Council $ -1s -1 -1$ -1 -|s -

City Attorney 250 - 250 841 {591) 1,000| 400%
City Auditor - - - 1,186 (1,186) -

City Clerk 747,876 - 747,876 37,630 710,246 774,010 103%
City Manager - - - - - R

City Prosecutor 30,000 - 30,000 47,998 (17,998) 30,000 100%
Civil Service - - - - - -

Citywide Activities 298,380,413 10,665,000 309,045,413 148,420,397 160,625,015 300,526,033 97%
Development Services® 953,837 - 953,837 398,255 555,582 755,212 79%
Financial M«’:lnagement3 20,121,878 - 20,121,878 10,016,741 10,105,137 19,243,634 96%
Fire 14,349,787 - 14,349,787 6,448,783 7,901,004 14,142,480 99%
Health and Human Services” 164,249 29,500 193,749 105,626 88,123 206,134 106%
Human Resources 348,405 - 348,405 160,776 187,629 218,736 63%
Library Services® 572,443 - 572,443 184,372 388,071 3;58,272 63%
Parks, Recreation & Marine 11,108,356 49,770 11,158,126 4,433,864 6,724,262 11,187,894 100%
Police® 18,555,927 274,007 18,829,934 6,919,680 11,910,255 17,896,606 95%
Public Works 26,671,181 726,883 27,398,064 14,915,987 12,482,077 26,659,712 97%
TOTAL $ 392,004,602 |$ 11,745160 [ $ 403,749,761 [ $ 192,092,137 | § 211,667,625 | $ 391,999,724 | 97.09%

Notes:

! Amendments reflect budget adjustments during the fiscal year, including Uplands Oil Fund transfer to General Fund.
? Lower ETC's are mainly due to the Coca Cola marketing revenue contract that expired.

® Lower ETC's are due to decreased Medical Marijuana Permit Fees and Business License Tax revenues.

4 Health will be requesting a Quarterly Budget Adjustment to appropriate new Mayor's Funds for the Homeless, currently reflected in revenues.

? Lower ETC's are due to the elimination of State funding for the Public Library Fund (PLF) to libraries from the the budgeted amount of $186K.
® | ower ETCs are primarily attributed to reduced revenue from Vehicle Code and Tow related fines, Special Events revenue and inter and intra-agency

contracts.
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March 2012
Expenditure Analysis by Department
General Fund - Fiscal Year 2012

(560% of Year Completed)

Attachment D

Department FY 132 uﬁg:?ted Amendments ' Agil;sgt:f YeZ::ﬁ;?:te Remaining |% Spent] Estimates-to-Close
Mayor and City Council $ 4,818,974 | § (42,767)| 4,776,207 | $ 2,277,314 | $ 2,498,893 | 47.7% | $ 4,776,207 | 100.0%
City Attorney $ 1,674,802 (16,748) 1,658,054 1,092,345 565,709 | 65.9% 1,658,054 | 100.0%
City Auditor S 2,258,256 (18,351) 2,239,906 899,688 1,340,218 | 40.2% 2,239,894 | 100.0%
City Clerk $ 4,870,191 {44,476) 4,825,716 1,469,598 3,356,118 | 30.5% 4,660,541 | 96.6%
City Manager $ 2,617,969 (25,812) 2,592,156 1,162,281 1,429,875 | 44.8% 2,582,337 | 99.6%
City Prosecutor $ 4,779,552 (47,209) 4,732,343 2,125,994 2,606,349 | 44.9% 4,732,343 | 100.0%
Civil Service $ 2,103,455 (18,663) 2,084,792 984,900 1,099,892 | 47.2% 2,036,370 | 97.7%
Citywide Activities?® S 24,964,215 5,920,406 30,884,621 4,008,961 26,875,660 | 13.0% 27,166,036 | 88.0%
Development Services $ 4,362,320 157,076 4,519,396 1,261,671 3,257,725 | 27.9% 4,387,225 | 97.1%
Fire $ 72,631,459 418,034 73,049,493 34,762,174 38,287,319 | 47.6% 73,026,926 | 100.0%
Financial Management $ 10,167,889 (68,813) 10,099,076 3,619,864 6,479,212 | 35.8% 10,093,250 | 99.9%
Health & Human Services $ 1,379,915 15,701 1,395,616 705,450 690,166 | 50.5% 1,388,002 | 99.5%
Human Resources $ 445,132 {4,451) 440,681 217,517 223,163 | 49.4% 431,914 | 98.0%
Library Services $ 12,399,419 428,448 12,827,867 5,627,095 7,200,771 | 43.9% 12,827,874 | 100.0%
Police® $ 185,779,379 913,196 186,692,574 91,404,370 95,288,204 | 49.0% 187,357,754 | 100.4%
Parks, Recreation & Marine | $ 28,708,896 264,730 28,973,626 13,197,331 15,776,295 | 45.5% 28,973,622 | 100.0%
Public Works $ 28,042,778 1,015,056 29,057,834 14,848,069 14,209,764 | 51.1% 28,811,579 | 99.2%
TOTAL $ 392,004,602 | S 8,845,356 | 5 400,849,957 [ § 179,664,623 [ $ 221,185,334 | 44.8% |$ 397,149,928 | 99.1%
Notes:

T Amendments reflect budget adjustments during the fiscal year, including Uplands Oil Fund transfer to General Fund.
2 $2.2 million of Uplands Oil money for Police Overtime is appropriated in Citywide Activities. If this is taken into account, the Police Department is projected to

end FY 12 under budget.

*Includes $3 mitlion in one-time Upland Oil approved by Council October 4, 2011 to be placed in General Fund Reserve,

5/10/2012
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