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From:  Kevin Riper, Director of Financial Management /< 1
For: Mayor and Members of the City Council

Subject: FY 25 Mid-Year Financial Projection Update

This memo provides an update on the status of key funds for FY 25, which ends on September
30, 2025, and FY 25 year-end estimates of expenditures based on department analysis of data
for the first quarter of the fiscal year. Year-end estimates of revenues incorporate the most
recent actuals and analysis. Final year-end results for FY 25 (scheduled to be brought to the
City Council in February 2026) may differ significantly due to the range of potential outcomes,
and as such, we will provide an additional update in the Fall of 2025.

General Fund Overview

The FY 25 budget for the General Fund was adopted in September 2024, projecting at the time
a $20.3 million structural shortfall which was slated to be covered with one-time funds made
available through the Securing Our City’s Future funds from the Long Beach Recovery Act and
other reserves set aside for this purpose. Since then, the forecast has improved slightly, but
trends still reflect major challenges ahead. Since September 2024, Long Beach voters
approved Measure LB in November 2024, which is forecasted to bring in new revenue at an
annual rate of approximately $15 million, beginning in the spring of FY 25 to provide critical
structural support for City services. This new revenue is projected to generate $7.5 million in
FY 25. Also in FY 25, the City received $2.1 million settlement payment from the class action
lawsuit against Monsanto to recover City costs incurred to file and secure a successful
outcome. On the expenditure side, significant vacancy savings continue to reflect in department
year-end estimates. Additionally, indirect cost charges to eligible Capital Improvements
Projects (CIP) were reinstated in FY 24 to recoup central services costs and were unbudgeted
in FY 25. Although CIP expense is historically subject to indirect cost allocation charges, these
charges were suspended for the previous six years due first to the conversion to the City’s new
financial system and then later to the development of a new methodology in compliance with
federal rules.

At the City Council Budget Study Session on March 18, 2025, staff outlined a budget strategy
to preserve as much Securing our City’s Future funds in FY 25 as possible to carry forward to
the next fiscal year to prevent across the board reductions and attempt to preserve essential
services. Although the factors stated previously have resulted in improvements to the FY 25
forecast, which aligns with the strategy presented, revenue trends since March have reflected
significant shortfalls in franchise fees, sales and use tax, property tax and interest pooled cash.
The City is navigating a period of fiscal uncertainty, driven by national economic instability, the
potential for significant reductions in federal grant funding, increasing cost of operations in the
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City’s General Fund and related funds, and slower growth in local General Fund revenues.
Long Beach is not alone in experiencing these fiscal challenges. Recent news reports have
shown large cities across California proposing significant reductions to their operations to
balance budget shortfalls.

In response to these challenges, the City Manager issued a memorandum on May 1, 2025, to
all City Manager departments, directing them to identify and implement General Fund
expenditure reductions in the current fiscal year and requesting all other departments to
participate as to the extent feasible. Departments were encouraged to consider cost-saving
measures that preserve essential public services and core City functions, such as deferring
non-essential purchases, postponing or canceling non-critical contracts and projects, limiting
travel expenses, and reviewing staffing needs for potential vacancies or temporary holds. The
strategy aims to generate an additional $7 million in one-time savings in the current fiscal year.
Additionally, a citywide mandatory fleet vehicle reduction strategy for General Fund was
implemented to enable savings to be realized in FY 26.

General Fund — FY 25 Projection

The projected FY 25 General Fund sources and uses are summarized in Table 1 below which
reflects a balanced year-end projection inclusive of mid-year savings strategy, along with the
ability to preserve $15.8 million of $20.3 million Securing Our City’s Future funds to support
future unfunded liabilities and projected shortfalls in FY 26. Additionally, with the Health Fund
Group having exhausted its budgetary funds available at the end of FY 24, the General Fund
is now covering further Health Fund Group operating deficits, which in FY 25 may require
General Fund transfers of $8 to 11 million beyond what is outlined in Table 1 below. A final
subsidy amount will be determined at the end of the fiscal year based on actual charges and
the year-end status of the Health Fund Group and may require any available one-time funds
from Securing Our City’s Future or other critical reserves designated for specific purposes to
balance the fund—perhaps over multiple years. Additional information on the Health Fund
Group is detailed in the Other Funds Groups section within this report.
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Table 1: FY 25 General Fund Projection
(in $ millions)
FY 25 FY 25
Adopted Projection
Beginning Funds Available (10/1/25) S 2.3
Sources
Revenues S 7257 S 705.0
Revenues- Monsanto Settlement Proceeds S - $ 2.1
Other Sources: (Adopted Budget - Securing Our City's Future) S 19.7 §$ 4.4
Other Sources: (Adopted Budget - Planned Releases) S 108 S 10.8
Other Sources: (Release from FY24 Year-End Actions: One-times, PQO's, LBRA close- S S 23.6
Other Sources: (Release FY 25 mid-year actions-PD Bonus/BWC, Space Planning) $ - S 9.4
Total Sources S 756.2 S 755.3
Uses
Expenditures S (755.4) S (757.5)
Expenditures - FY 25 Mid-Year Savings Strategy S 7.0
Other Uses: ( ICP Health Fund Transfer- equal to budget) S (5.0)
Other Uses: (back-out Measure A surplus and Measure B reserves) S (0.8) $ (2.1)
Total Uses $ (756.2) $ (757.6)
Ending Funds Available (9/30/25) S (0.0) $ (0.0)

General Fund Projection - Other Considerations

The FY 25 General Fund projection presented is a preliminary status of the fiscal year and
subjected to various considerations that could change the direction of the fiscal year's
performance. Key variables include but are not limited to, the ability for General Fund
departments to achieve FY 25 savings targets by year-end, actual recoupment of Indirect Cost
Plan in the General Fund, actual revenue generated by Measure LB in its first, partial year, and
uncertainty of federal policy regarding loss of federal funding. Staff may return to City Council
if material changes arise in the projection that would result in a recommended update to the
financial balancing strategy. Any changes recognized at year-end that may result in an
available surplus in the General Fund are recommended to be prioritized to strengthen the
Emergency Reserve, which has a current balance of $50.1 million that is equivalent to 7.5
percent of FY 24 normal operating expenditures and slightly below the target level of 8 to 10
percent. Final General Fund status will be reported as part of the FY 25 Year-End Performance
Report, scheduled to be presented to the City Council in February 2026.

Major General Fund Revenue Trends

As of April 30, 2025, General Fund revenues are projected to fall short of the Adjusted FY 25
Budget by approximately $20.7 million. While the General Fund revenue estimate includes $7.5
million in new revenue generated by the voter-approved Measure LB as well as noteworthy
overages in departmental revenues like emergency ambulance fee revenue generated from
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the City’s participation in the Public Provider Ground Emergency Medical Transportation
(PPGEMT) Intergovernmental Transfer (IGT) Program, these gains are more than offset by
underperformance in several significant citywide revenue categories. Most notably, property
tax, sales and use tax (including Measure A), utility users taxes (excluding Measure LB),
franchise fees, and interest pooled cash revenue are all expected to end the fiscal year
substantially below budgeted levels.

The FY 25 property tax revenue forecast was based on the assessed valuation provided
by the County of Los Angeles for 2023/2024 values, covering 2022 calendar year sales
and other values set by the assessor as of January 1, 2023. Total property tax revenue
is projected to end the year $4.4 million (or 2 percent) lower than budget. The anticipated
shortfall from budget includes $2.1 million for the City’s estimated share of Los Angeles
County property tax payments deferred in FY 25 due to the recent wildfires but
anticipated to be received in FY 26. The remaining gap reflects slower-than-expected
growth in property tax revenues. The FY 25 Budget assumed a 6 percent increase in
secured and unsecured property taxes. Excluding the one-time deferred revenue
impact, midyear estimates reflect only a four percent increase compared to FY24 year-
end actuals. Although the City continues to experience new development, property sales
slowed in comparison to prior years. These same trends are also affecting Property Tax
In-Lieu of Vehicle License Fee (VLF) revenue which is anticipated to be $1.6 million
(also 2 percent) less than budget.

Sales and Use Tax (non-Measure A) is estimated at $86.6 million, which is $2.7 million
(or 3 percent) lower than budget. This estimate assumes a three percent increase from
FY 24 year-end actuals and is based on the most current data available as of the
calendar year 2024 fourth quarter, which saw lower taxable sales during the holiday
months than anticipated last spring when the forecast was originally made. The City’s
sales tax performance mirrors a broader downward trend observed across Los Angeles
County and the Southern California region. FY 25 estimates anticipate reduced revenue
from fuel and service stations as well as autos and transportation categories which
began declining in FY 23. Despite decline in certain areas, the City continues to
experience growth in other sectors such as restaurants and hotels along with steady
performance in revenue generated from one-time use tax from development projects
occurring in the City. Similar trends are also impacting Measure A revenues which are
now estimated at $1.0 million (2 percent) lower than budgeted levels. The projected
shortfall of Measure A revenues is not anticipated to have impacts on planned projects
as the FY 25 budget included an allocation of $2.2 million for a Critical Needs Reserve
which also helps absorb changes in the forecast.

The Utility Users Tax is a five percent tax on usage of water, telephone, electric utilities
and revenue is dependent on utility prices and customer usage. The FY 25 mid-year
estimates include $7.5 million in new gas utility users tax revenue anticipated from voter-
approved Measure LB which was effective on March 1, 2025, and repealed the
exemption for two natural gas fueled electric power plants (AES and Los Angeles
Department of Water and Power) operating in the City. Aside from new Measure LB
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revenue, the FY 25 forecast across all other UUT sources is based on the current year’s
performance for each utility. Excluding Measure LB revenue in FY 25, anticipated UUT
revenue is $4.3 million (or 8 percent) lower than budgeted amounts. While Telephone
UUT is expecting to come in $0.1 million less than budget, estimated revenue from
Water UUT exceeds budgeted levels by $0.7 million. Additionally, prior and current year
performance includes less growth in Electric UUT revenue in comparison to prior years
and stabilized revenue trends for Gas UUT following the natural gas price spike in FY
23. Revenue shortfalls anticipated in Electric UUT and Gas UUT are $4.2 million and
$0.7 million, respectively. These trends are also impacting electric and gas franchise fee
revenue estimated at $15.1 million, a $8 million shortfall from the FY 25 Budget of $23.1
million. Of the total franchise fee revenue budget gap, $6.5 million is from the gas
franchise fees based on prior year’s energy price and customer usage and $1.5 million
from electric franchise fees based on current year gross receipts.

e Annual interest pooled cash revenue is subject to interest rates and the mix of securities
in the City’s investment pool across all fund groups. The FY 25 estimate is $11.2 million,
$4.6 million less (or 29 percent) than the FY 25 Budget. The mid-year estimate is based
on FY 24 actuals and current year’s performance which reflects the General Fund’s
reduced share of the total citywide interest-pooled cash revenue, which was 14 percent
as of FY 24 year-end (compared to around 20 percent assumed in the FY 25 Budget
based on prior years’ actual experience).

Other General Fund Sources

In FY 25, the projected balance for Other Sources to support current year expenditures is $48.2
million. The majority of these funds are made up of the release of $15.2 million in earmarked
funds planned to balance Adopted FY 25 budget, inclusive of $4.4 million of the planned $19.7
million from Securing our City’s Future funds, $7 million one-times reserved in FY 24 to fund
critical one-time needs identified in the Adopted FY 25 budget, and $3.8 million from reserves
set-aside for labor negotiation cost increases. Other sources also include $23.6 million in prior
year carryover for unspent funds identified in the FY 24 Year-End Performance Report,
including Council District priority funds in the amount of $1.4 million, $16 million of one-time
funds from previous approved allocations that were not completed (inclusive of $1.1 million in
Measure A projects), $0.22 million in encumbrances to be paid in FY 25 and $6.0 million in
one-time Long Beach Recovery Act funds that will continue beyond the end of the program.
Lastly, Other Sources includes $9.4 million for mid-year actions. This includes $8.0 million in
release of Police Department General Fund savings set aside in prior years for (i) one-time
negotiated payments to Police Officers Association members; (ii) the purchase of Body Worn
Cameras (BWC) and Taser equipment; and (iii) Public Safety Building renovations, plus a
release of $1.4 million from set-asides for the Cannabis Tax Credit Pilot due to the presence
of structural funding and lower than anticipated participation, enabling the ability to responsibly
balance the fiscal year.
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General Fund — Uses of Funds

Based on departmental analysis using data as of December 31, 2024, the General Fund
expenditure estimates, collectively, reflected early departmental savings which are driven by
vacancy savings, most significantly in the Police Department a few key factors including the
challenges with staffing levels in the Police Department ($8 million savings) including increased
separations and retirements in both sworn and civilian classifications. The Citywide Activities
Department reflect large savings due to increased charges to non-General Fund groups to
recoup General Fund costs for central services ($12.1 million) which includes savings from
indirect cost charges to eligible Capital Improvements Projects (CIP) that were reinstated to
recoup central services costs, which is unbudgeted in FY 25. Although CIP expense is
historically subject to indirect cost allocation charges, these charges were suspended for the
past six years due first to the conversion to the City’s new financial system and then later to
the development of a new methodology in compliance with federal rules. The Citywide Activities
Department is also projecting savings due to a slow take-up by businesses of the Cannabis
Tax Credit Pilot Program, which has had very few inquiries since implementation ($2 million).

FY 25 One-Time Funding Solutions

In September 2022, City Council authorized a 10-year interfund loan between the General
Fund and Fleet Services Fund Group for the reimbursement of a $21.8 million payment made
to the Water Fund pursuant to the unfavorable outcome of Measure M litigation. As the Fleet
Services Fund Group reflects a strong financial cash position, staff is recommending making
an interest-only interfund payment in FY 25 from the General Fund which supports the overall
balancing needs in the General Fund projection by $2.5 million. Staff will return to City Council
at FY 25 year-end to request authorization to revise the interfund loan schedule.

While overall operating savings are projected in FY 25 which will offset underperforming
revenue streams, some departments are projected to end the year overbudget due to
uncontrollable cost drivers. The Economic Development Department is experiencing
unbudgeted costs associated with the maintenance or beautification of City-owned properties.
As communicated to the City Council via memorandum on February 5, 2025, the Economic
Development Department planned to demolish three City properties. Costs to demolish each
property would be funded initially by the General Fund but would be recovered through the sale
of each site. Temporarily for FY 25, funding from set asides for ADA cost escalation not
anticipated to be needed in the short-term, will be utilized to cover the costs until revenue is
received from the anticipated property sales, at which point the reserve will be fully reimbursed.
Additionally, various departments are projecting non-reimbursable grant-related expenditures
in administrative overhead/indirect costs and expenses that are considered ineligible to grants
and projected to be transferred back to the General Fund.

Other General Fund Uses

The FY 25 projection for Other Uses of General Fund totals $7.1 million. Starting in FY 24, the
Health and Human Services Department’s administrative costs have been included in the
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federally compliant Citywide indirect cost plan, resulting in an allowable increased indirect cost
rate to Health grant funds. As part of the change in methodology, actual charges are recouped
by the General Fund instead of by the Health Fund Group and the Department’s administrative
costs will be funded within its funds available, which have been decreasing annually due to
various factors. As such, the General Fund plans for a $5 million transfer to the Health Fund
Group to cover indirect cost plan charges. It is anticipated that the Health Fund Group may
run an $8 to 11 million operating deficit in FY 25 and thus may require any available one-time
funds from Securing Our City’s Future or other critical reserves designated for specific
purposes to balance the fund. Lastly, Other Uses includes $0.9 million set aside for Measure
B Stabilization Reserve and is also backing out $1.2 million of projected Measure A surplus,
which is reviewed separately from other General Fund monies.

Airport Fund Group

The Airport Fund Group is used to account for the short-term and long-term operation of Long
Beach Airport. The ongoing revenue is largely derived from airline fees, concession sales,
parking activities, and long-term ground leases of airport property.

Passenger activity for the first half of FY 25 was lower than projected and the trend is expected
to continue for the second half of the year. Total passenger activity is expected to be roughly
4 million for FY 25, an overall decline of 3% from the prior year. The decline in activity mirrors
the industry as travel demand softens due to a more uncertain economic outlook.

Airport operating revenues remain stable as fluctuations between the diverse sources are a
wash. Revenue from airlines remains relatively flat compared to last year due to FY 25 rate
increases mitigating decreased traffic, while other passenger-dependent revenues such as
parking and concession sales outperformed projections. Revenue from non-aeronautical
ground leases is lower than expected, although development opportunities are underway and
will help restore revenues in this category in the future. Interest income continues to exceed
projections, helping offset shortfalls from other revenue sources and leading to an overall
decline of roughly 1% in operating revenues compared to last year.

Simultaneously, Airport operating costs continue to increase year over year due to inflation-
related factors, a growing workforce, and increased operational needs. Increased costs
associated with operating new or reopened facilities result from increases in utilities, facility
upkeep, and equipment that support travel services. The Airport continues to make great efforts
to recruit new staff and improve retention, although many vacancies remain due to the tough
labor market. Total operating expenditures for the Airport are expected to increase by 9%
compared to last year.

Overall, revenue has slightly declined while expenditure growth has been modest, resulting in
less favorable financial results this fiscal year. Despite the decline in traffic and growing
operating costs, the Airport’s overall financial performance remains positive and stable. This is
attributed to the diverse revenue sources of the Airport.
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Civic Center Fund Group

The Civic Center Fund Group is used to maintain, improve, and operate the Civic Center
complex, which includes City Hall, Billie Jean King Main Library, Fire Station 1, Police
Headquarters, Broadway Garage, Public Safety Garage, and Lincoln Park. The ongoing
revenue resources to this fund include charges from City departments occupying the Civic
Center facilities.

Current FY 25 projected costs included expenses from facility management, security, and the
Memorandum of Understanding (MOU) with the Port. These MOU costs included payment to
the Port for licenses and easement costs located in the Port Building, including the Financial
Management Contractor Office, Reprographics, Archive Room and the Vault. Additional
projected expenses in FY 25 include costs for improvements to City Council Chambers and
Lincoln Garage. The fund group began FY 25 with approximately $650,000 in budgetary funds
available, and the current projected FY 25 revenues from the Civic Center MOU are expected
to cover all the expenses for the year.

Gas Fund Group

The Gas Fund Group provides full natural gas utility services to residential and business
customers in Long Beach and Signal Hill. The Gas Fund Group is experiencing inflationary
pressures as the cost of infrastructure and construction costs continue to rise. The fund is
projected to spend $10.7 million on gas pipeline capital improvements in FY 25. Labor union
contracts approved in FY 24 increased expenses by about $4 million last fiscal year and
continue to impact offsetting revenue and fund balance in FY 25 which is projected to drop to
$2.9 million. To mitigate cost increases from outpacing revenue growth, the Utilities
Department is planning fourth quarter FY 25 and FY 26 rate increases to ensure a balanced
budget after implementing cost controls, efficiencies, and financing options while sustaining
affordable and comparable rates for customers.

Health Fund Group

A significant portion of the Health Fund Group is supported by realignment revenue and state
and federal grants. Realignment revenues—derived from a portion of state vehicle license fees
and sales taxes—provide flexible funding for a wide range of health-related services. In
contrast, state and federal grants are typically designated for specific programs and come with
strict financial and reporting requirements. These grants often limit the types of expenses that
can be covered, such as technology investments or full indirect and overhead costs, which
create challenges for sustaining core operations.

In recent years, while realignment revenues have remained relatively flat, the cost of providing
public health services has steadily increased. Rising personnel costs, expanding technology
needs, and greater overhead expenses have led to a growing structural deficit in the Health
Fund. By FY 24, this deficit exhausted the Health Fund’s available budgetary reserves. As a
result, the General Fund is now covering this shortfall—placing additional pressure on the City’s
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primary, discretionary funding source and limiting the City’s ability to invest in other community
priorities. In FY 25, the Health Fund deficit is projected to be $8 to 11 million and, if left
unaddressed, will continue to increase as portions of the City’s labor, technology, and overhead
costs increase.

To address this critical issue, the City has contracted with Health Management Associates
(HMA) to conduct a comprehensive evaluation of the Health Fund Group. This study includes
a detailed review of the department’s programs, funding strategies, and cost structures, as well
as a cost-benefit analysis of existing grants. It also assesses any unfunded impacts that may
be shifting financial burdens to the General Fund. In parallel with HMA’s work, an
interdepartmental team is actively working to identify operational solutions, improve grant
alignment, and develop strategies to stabilize the Health Fund’s finances. Together, these
efforts will inform a roadmap to restore sustainability to the Health Fund while protecting the
integrity of General Fund resources.

Insurance Fund Group

The Insurance Fund Group is an internal service fund that accounts for and finances all risk
management-related and insurance activities citywide. The City uses self-insurance and
purchases excess insurance coverage in the open market to protect against large losses. The
Fund Group is primarily supported through charges (premiums) to City departments and funds
based on overhead rates and allocation of risk management costs, recovery fees, and
reimbursements received on claims expense and other expenditures.

The Worker's Compensation program, as required by law, offers health and lost wage benefits
to employees at no cost if an employee is injured or becomes ill due to job-related issues.
Revenues to the fund are generated by rates charged to departments based on claims history
and personnel costs. These rates remained relatively flat from FY 22 to FY 24 as the fund
maintained healthy budgetary funds available. However, while numbers of claims have not
increased, claim settlement and medical services costs per claim have been increasing and in
FY 23 there was a $1.9 million operating deficit in the fund, which increased to a $4.6 million
operating deficit in FY 24. City staff have implemented procedures to mitigate some of these
costs, including additional oversight to speed up the return-to-work process, and streamlining
the data review process to reduce doctor document review costs. Overall increased costs were
identified as part of the FY 25 budget process and departmental collection rates were increased
accordingly to maintain a healthy fund balance.

The General Liability program accounts for the City’s miscellaneous insurance, settlements,
judgments, and defense for all liability related activities. General Liability costs for settlements
and judgments started to increase sharply prior to the pandemic, which resulted in the depletion
of cash in the General Liability Insurance Fund. Large settlements and losses in multiple
departments mirrored similar high jury settlements across the country. In FY 22, the dollar cost
of settlements and judgments plus miscellaneous insurance increased more than 85 percent
from the prior year. This was due to the surge in reportable claims and the backlog of court
cases resuming normal operations following the pandemic. In FY 23, costs for settlements and
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judgments decreased slightly, but costs for miscellaneous insurance such as property
insurance rose significantly, in part due to some losses the City has incurred in recent years as
well as industry-wide cost increases. In FY 24 and FY 25, miscellaneous insurance costs
continued to increase.

Table 2 below provides an eight-year history of miscellaneous insurance costs and settlements
and judgments costs.

Table 2 Actuals* Estimated

(in millions)| FY17 | FY18 | FY19 | FY20 | FY21 | FY22 | FY 23 FY 24 FY 25
Misc Insurance| $ 33 |S$ 3.7|$ 35|S 74|$105|$141|$176|S5 228 |S 243
Settlements & Judgments| $ 12.7 | $ 152 | $27.2|S 84 |S 32 |S$113|S 86|S 106 |S 115
Combined Total| $ 16.0 | $18.9 | $30.7 | $15.7 |$13.7 | $25.4|$26.2|$334|S$ 358

*Actuals rounded to the nearest tenth.

Due to increases in settlement and judgment costs incurred in FY 18 and FY 19, the General
Liability fund decreased to a negative budgetary funds available status. Since then, the
interdepartmental MOU for General Liability has been increased to recoup these losses and
bring the fund back into a healthy status. FY 22 began with a negative $12.8 million in
budgetary funds available, but by the end of FY 24, the fund had returned to a positive $2.1
million in budgetary funds available. The fund is projected to end FY 25 with $3 million in
budgetary funds available.

Refuse and Recycling Fund Group

The Refuse and Recycling Fund provides solid waste collection services for residents and
businesses of Long Beach. The fund receives approximately 95 percent of its total revenues
from solid waste collection charges, with the remainder coming from State grants for various
programs and public outreach efforts, revenues from the sale of residential recyclables
collected by the City, fees paid by the City's licensed private refuse haulers for AB 939
compliance, and interest income. Over $4 million is transferred annually to the General Fund
to reimburse programs such as street maintenance, tree trimming, stormwater, and
environmental compliance.

Solid waste collection rates were adjusted in two phases in FY 25 to lessen the impact on rate
payers. The first phase took place on May 1, 2025, to offset increased costs for the refuse and
recycling collection programs. The second phase will take place on August 1, 2025, to pay for
expenses associated with implementing SB 1383, the State’s mandate for cities to provide
residential organics collection services, which requires additional staff, vehicles, equipment,
carts, and a robust public education campaign. The Environmental Services Bureau of the
Public Works Department anticipates fully rolling out the Residential Organics Collection
Program to all City-serviced accounts by the end of calendar year 2025.

The Refuse and Recycling Fund is expected to end FY 25 with approximately nine weeks of
operating reserves. FY 25 rate increases are expected to bring the fund closer to the targeted
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twelve weeks of operating reserves. Ongoing increases in collection costs will require annual
cost of service studies to ensure solid waste rates remain appropriate.

Special Advertising and Promotions Fund Group

The Special Advertising and Promotions Fund Group (SAP) is a Special Revenue Fund
dedicated to the specific purposes of “advertising, promotional, and public relations projects
calling attention to the City, its natural advantages, resources, enterprises, attractions, climate
and facilities,” according to the City’s municipal code. Transient Occupancy Tax (TOT)
collected by Long Beach hotels and short-term rentals is the largest source of revenue for the
fund. The current tax rate is thirteen percent of the nightly room rent, six percent of which is
allocated to the General Fund Group, and six percent to the SAP Fund Group. The remaining
one percent was added per the 2020 voter approved Measure B (TOT) and is intended for the
City’s arts organizations and the Long Beach Convention and Entertainment Center per City
Council Resolution. Other sources of SAP revenue include studio filming permits, special
events licenses, and other permits and fees.

TOT revenue was dramatically impacted by the pandemic. Due to revenue lost as a result of
decreased activity, the budgetary funds available declined in FY 20 and 21. To mitigate this,
$5.2 million was made available through the LB Recovery Act (Securing Our City’s Future
category) to replace lost revenue, which brought the budgetary funds available back to pre-
pandemic levels at the end of FY 21. In FY 24, TOT revenue ended the year at $12.1 million,
which was $1.6 million higher than budget (or 16 percent) which helped to add to the budgetary
funds available. FY 25 TOT revenue is projected to end the year at $11.8 million, which is $1.3
million higher than budget (or 13 percent). Revenue from TOT is anticipated to continue net
growth in the outyears but continues to be sensitive to economic variables and conditions. This
volatility can cause large swings to fund status year over year.

The SAP Fund began FY 24 with $8.3 million and initially ended the year with $10.6 million in
budgetary funds available. $6 million of this was then set aside for the 2028 Olympic and
Paralympic Games and $650,000 was set aside to support the future addition of a temporary
Community Engagement Officer, so the fund ended with $4.6 in budgetary funds available. In
FY 25, structural appropriations were approved to support 2.0 FTE Program Specialists in the
Office of Public Affairs and Communications (OPAC) in the City Manager Department to
effectively implement citywide communications strategies and provide timely public information
delivery, as well as to support the addition of 1.0 FTE Assistant to the City Manager (Protocol
Officer) to oversee the newly-created Office of Protocols, responsible for supporting
international diplomacy efforts between the City, Port of Long Beach, and Visit Long Beach,
including sister city initiatives, dignitary visits, international engagements, and foreign relations
in preparation for the 2028 Olympic and Paralympic Games and other international partnership
efforts to raise the City’s profile as a global city and advance economic development
opportunities. The fund is projected to end FY 25 with $5.3 million in budgetary funds available.
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Tidelands Area Fund Group

The Tidelands Area Fund Group is comprised of the Marina and Queen Mary funds. Revenue
for these funds is generated from various activities, specific to each fund.

The Marina Fund supports the City’s three recreational marinas (Alamitos Bay Marina, Long
Beach Shoreline Marina, and Rainbow Marina) including all maintenance, operations, security,
fire, and Emergency Medical Technician (EMT) services. Revenue is generated through
recreational and commercial use of marina property. Revenue sources include dock/slip fees
(paid by boat owners) and restaurant, retail, and grounds rental leases, as well as concession,
park use, and special events and filming fees. In FYs 23 and 24, the Marina Fund’s revenues
exceeded expenditures by approximately $4 million each year. FY 25 is anticipated to have a
smaller surplus of $850,000, largely due to the transfer of $2.4 million for improvements to the
Marina Green/Shoreline Marina parking lot.

The Queen Mary Fund tracks the revenues and expenditures associated with the Queen Mary
ship and the management and development of adjacent City-owned properties on Pier H. In
FY 23, the City and the Port worked closely on a partnership agreement to fund reopening
efforts as well as initial operational needs. As a part of that agreement, the Port has advanced
$12 million over a three-year period ending this fiscal year in support of Queen Mary’s
operational, debt service, and capital needs.

The Port funding is being utilized to offset various improvements, including elevator
modernization, camera system upgrades, and HVAC room controls. Demolition of the English
Village was completed in June 2025. Projects that are anticipated to begin in earnest in FY 25
are an updated feasibility study for the removal of the Scorpion Submarine ($275,000) which
sits alongside the Queen Mary, a Wayfinding Signage Plan ($130,000) which will revamp
signage at Pier H to assist with traffic flow, and general facilities maintenance ($200,000).

On March 5, 2024, Measure RW, the Hotel Worker's Minimum Wage Increase, was passed,
introducing four annual minimum wage increases beginning July 1, 2024, at $23.00 per hour
and ending July 1, 2028, at $29.50 per hour, which totaled approximately $2.98 million and
effectively negated the previous FY 24 surplus projection of $3 million. For FY 25, while staff
estimates the Queen Mary Fund to end the year with a deficit of approximately $500,000 due
to insurance costs, operationally the Queen Mary is still running a profit, and staff are working
to address solutions to bring the fund back to positive. Future projections are anticipated to
improve as the Tidelands Queen Mary bond repayment decreases from $2.7 million to
$811,000 in FY 26, with the final payment occurring in FY 28.

Tidelands Operating Fund Group

The Tidelands Operating Fund Group, which primarily funds operations along the beaches and
waterways, is heavily dependent on oil revenue and an annual transfer from the Harbor
Revenue Fund to support Tidelands Operations, including lifeguards, waterfront maintenance,
the Convention and Entertainment Center, and debt service.
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In FY 24, the Harbor Fund revenue transfer (a transfer of five percent of the Harbor Fund’s
gross revenues required by the City Charter) was $25.8 million. The projected FY 25 transfer
is $28.3 million, but due to a reduction in cargo traffic in FY 25, the projected transfer for FY 26
is decreasing to $25.3 million.

In FY 24, the Tidelands Oil Revenue Fund Group transfer to the Tidelands Operating Fund
Group was $23.9 million. In FY 25 and beyond, oil revenues into the Tidelands Operating Fund
Group will be impacted by Senate Bill 1137 which prohibits new well permits and limits repair
of existing wells and facilities within 3,200 feet of residences, schools, playgrounds, hospitals,
and nursing homes. In addition, the California Geologic Energy Management Division
(CalGEM) which oversees the oil, natural gas, and geothermal industries, has directed Long
Beach to reduce injection pressures when extracting oil, which will reduce oil production and
further impact oil revenues. These regulations were initially anticipated to be implemented over
a six-month period, but City staff developed and implemented a five-year plan that will help
mitigate the reduction in production and subsequent revenues in that time period. Due to this
decreased production, as well as lower prices of oil, the FY 25 transfer is projected to be $15.4
million, and the FY 26 transfer is projected to be $10.2 million.

Prior to FY 24, the fund group contributed to support Queen Mary operations, debt, and critical
repairs. Due to the Queen Mary’s FY 24 structural balance, there are no more anticipated
contributions and transfers from the Tidelands Operating Fund to support Queen Mary
operations and debt service. However, Queen Mary critical capital repairs will continue to be
funded from previous surplus allocations from the Tidelands Operating Fund Group.

The fund group also contributes to the Pike Parking Garage debt service and supports the
Convention Center. The Convention Center in particular is facing heightened fiscal pressures.
A portion of revenues from the Convention Center, as well some TOT revenue, have been
reinvested to support facility improvements and attract additional usage, but due to increased
operating costs, the Convention Center is projected to have a revenue loss of $2 million in both
FY 25 and FY 26. Additionally, Measure RW, passed in March 2024, required raising the
minimum hourly wage of hotel workers from $17.55 at the time of the Measure’s passing,
increasing to $29.50 on July 1, 2028. City Council is also in the process of adopting an
ordinance to expand wages for Convention Center workers, which may increase labor-related
expenditures at the site, and there is a new collective bargaining agreement that will increase
costs as well.

The Tidelands Operating FY 24 year-end surplus was $16.5 million; however, the FY 25
projected year-end surplus is expected to decrease to $7.8 million, due to increased
operational costs and reduced oil revenues. Future cost increases and declining oil revenues
are projected to create a deficit in the fund by FY 26 year-end. The FY 25 anticipated surplus
will be prioritized for the following unfunded projects and initiatives: $1.5 million set aside to
proactively cover the fund balance deficit anticipated for FY 26, $2 million for Naples Seawalls
tiebacks and permitting requirements; $2 million for start-up investment for efforts to activate
revenue-generating assets such as the return of the Sir Winston within the Queen Mary; and
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remaining funding will contribute to the solution to finance the Belmont Pool, which is expected
to be brought to the City Council this year.

If these financial trends persist, it is projected that the Tidelands Operating Fund will face an
operating deficit starting in FY 26, in the amount of $1.5 million. While the City is setting aside
reserves to address FY 26’s deficit, no such reserves exist to cover the projected operating
deficit of $2.9 million in FY 27. Revenue-generating projects such as the Long Beach
Amphitheater and increased tourism from special events are anticipated to contribute to
reversing the trend of increasing deficits.

Towing Fund Group

The Towing Fund provides the City’s towing and vehicle lien sale operations. In the past it
structurally supported the City’s General Fund Group through an annual transfer from a portion
of its net income, but that transfer has not happened in the last few years. The Towing Fund is
funded through towing fees, charges for vehicle storage, and proceeds collected from the lien
sale of unclaimed vehicles.

FY 25 has seen the Towing operations off to a slow start. Each tow starts off with a request
from an initiating department, such as Public Works or the Police Department. The number of
light duty tows has been steadily decreasing the last few years. In FY 24, Towing completed
an average of 575 light duty tows a month. So far in FY 25, Towing is completing an average
of 539 light duty tows a month, a 6% decrease. Light duty towing is where the bulk of Towing
revenue comes from, as the Towing operations cannot tow heavy duty units and must contract
those out. While Public Works is optimistic that upgrades to their parking citation system might
generate more tows, this has been on hold for quite some time.

The average price of vehicles sold has also decreased. In FY 24, the average vehicle sold for
$962 at lien sale auctions. So far in FY 25, the average vehicle sale price is $806, a 16%
decrease. There are many instances where the lien sale price is not enough to cover the full
cost of the fees associated with it, including tow fees, vehicle storage fees, etc.

The Towing Fund began FY 25 with $800,000 in budgetary funds available. Inclusive of the
$750,000 annual general fund transfer, midway through FY 25, the Towing Fund is projected
to have an operating loss of $1.1 million. Removing the General Fund transfer would still leave
the Towing Fund with a projected loss of $400,000.

Next Steps
Staff will continue to track changes in financial projections and report back to Council. Final
year-end results for FY 25 may differ significantly from current projections, so the team will

provide additional updates in Fall 2025.

If you have any questions, please contact Budget Manager Rebecca Bernstorff at (562) 570-
6408.
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