EXECUTIVE SUMMARY

OVERALL BUDGET FINANCIAL SUMMARY.

The Fiscal Year 2025 (October 1, 2024 through September 30, 2025) all funds budget for the
City of Long Beach totals $3.6 billion, including $221.8 million for all funds Capital Improvement
Plan from various sources excluding the Harbor Department. Table 1 shows the total Proposed
Budget for the City’s General Fund Group, including one-time expenditures, enterprise fund
groups (Gas, Refuse, Water, Airport, Development Services, Harbor etc.) and all other fund
groups (Successor Agency Operations, Debt Service, etc.). Of the total budget, Harbor and
Utilities Departments, which are not administered by the City Manager and not directly controlled
by the City Council (although the City Council must review and approve the budget), constitutes
31 percent, or $1.1 billion, of all proposed spending.

| Table 1. Total Budget ($ in millions) |

FY 24 Adopted  FY 25 Proposed % of Total % Change

General Fund - Recurring 5 692.3 S 742.5 21% 7%
General Fund - One-Time* 27.8 10.4 0.3% -63%
Enterprise Funds 1,154.8 1,378.2 38% 19%
All Others 1,366.9 1,465.0 41% 7%
Total $ 3,241.8 S 3,596.2 100% 11%

*Does not include Measure A One-Times, which is captured as part of General Fund-Recurring line item above.
Overall, Measure A is accounted for separately when calculating bottom line General Fund structural status.

GENERAL FUND GROUP

The General Fund Group accounts for approximately 21 percent of the total budget and provides
many of the City’s core services. These include police and fire services, parks, street and
sidewalk repairs, and library services. Most other fund groups and resources are restricted by
law for other purposes and cannot be used to support these core functions.

Balancing the FY 25 Budget

The March 2024 budget projection provided to City Council during the start of the FY 25 Budget
development process indicated an estimated structural shortfall of $23.5 million. The Proposed
FY 25 Budget factors in the strategic fiscal goal of not increasing the projected underlying General
Fund shortfall, moving forward with caution and remaining fiscally disciplined while identifying
any needs that are legally mandated, safety related, and/or critical to maintain operations and in
line with executing the Long Beach 2030 Strategic Vision. The Proposed FY 25 Budget
accomplishes set goals and improves the General Fund structural shortfall by $3.2 million, but
there still remains a $20.3 million structural challenge which can be addressed on a one-time
basis to preserve critical services citywide. Additionally, the Proposed FY 25 Budget includes

$10.4 million of one-times, funded by $7 million of projected FY 25 General Fund surplus and
additional reserves made available by improved structural projections. The projected structural
shortfall of $20.3 million is proposed to be resolved in FY 25, primarily with $19.7 million of funds
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made available through the Long Beach Recovery Act set-aside for Securing our City’s Future
and reserve set-asides in prior years for negotiated labor cost increases.

Table 2 shows the breakdown of budget balancing actions with additional information provided
below the table. The use of one-time funds is not recommended as a means to balance a budget,
but since the pandemic, it has been a strategic decision by the City to utilize one-time funds to
allow the City to maintain and provide additional support to the community while the City and the
community continue to recover from the pandemic.

Table 2: FY 25 General Fund Budget Updates since March Projection ($ in millions)
Surplus/(Shortfall)*
Structural One-time Total

Preliminary Shortfall as of March (23.5) - (23.5)
Citywide Revenue and Expense Updates 1.3 - 1.3
Proposed Budget Changes 0.90 (10.4) (9.5)
Revised Surplus / (Shortfall) (21.3) (10.4) (31.8)

Budget Balancing Solutions
LB Recovery Act- Securing Our City Future - 19.7 19.7
Other reserves - 3.8 3.8
Measure A - Maintinance 1.0 - 1.0
Measure US - Recognize One-Time Revenue - 0.3 0.3
General Fund Surplus in FY 24 - 7.0 7.0
Final Surplus / (Shortfall) (20.3) 20.3 (0.0)

*A positive number helps bottom line fund status; a negative number is a hit/cost to bottom line fund status
footnote what LBRA SOCF is and how separate from LBRA program.

Preliminary Shortfall as of March — In March 2024, the FY 25 Budget Outlook was
presented to the City Council and a structural shortfall of $23.5 million was projected
for the General Fund. This projection assumes that there is not an economic recession
and that historically high levels of position vacancy savings currently being
experienced by the City does not continue.

Citywide Revenue and Expense Updates — Revenue and expense projection
updates have been made based on additional data and trend analysis available since
the March 2024 forecast. Overall, the net impact of citywide revenue and expense
projection updates show an improvement to the shortfall by $1.3 million. Updates to
revenue projections since March are comprised of various Citywide sources with a
slight net improvement. Additionally, expenditure projections also improved largely due
to lower than previously projected fleet charges to the General Fund.

Proposed Budget Changes — Although the FY 25 Budget projected a General Fund
shortfall in the March presentation to the City Council, departments were not requested
to propose service reductions to balance the budget as Long Beach Recovery Act
funds were anticipated to cover the shortfall on a one-time basis. The FY 25 Budget
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continues to preserve and maintain services. Additionally, critical and high priority
enhancements were made across departments. Many are outlined in the City
Manager's Budget Message, and full lists are available as Attachments to the
Message. Many enhancements were offset by departments with other reductions,
efficiencies, as well as new or adjusted revenue since the March outlook presentation.
The FY 25 Budget includes $10.2 million from proposed department revenue
adjustments including $5.5 million in the Fire Department from the Public Provider
Ground Emergency Medical Transportation (PPGEMT) Intergovernmental Transfer
(IGT) Program and improved cost recovery through MOU cost updates for services
provided to customer agencies. The proposed budget also includes $2.4 million from
Public Works Department sources, including private hauler franchise fees, parking
citations, and indirect cost recovery from capital projects. Proposed changes that were
not offset within departments, but still deemed critical to add, were able to be offset
with the improved revenue updates noted above. These enhancements resulted in a
total structural net impact improvement of $0.9 million and did not add to the structural
deficit. Additionally, the Proposed FY 25 Budget includes several one-time strategic
and critical investments being made totaling $10.4 million. Details on these strategic
investments can be found in Attachment B and C of the City Manager's Budget
Message.

e Budget Balancing Solutions — The FY 25 Budget utilizes the following one-time
solutions to balance the General Fund structural shortfall of $20.3 million, inclusive of
$1 million of Measure A maintenance funds to support Public Safety, and one-time
investments of $10.4 million: $19.7 million from funds made available through the Long
Beach Recovery Act set-aside for Securing our City’s Future and $3.8 million from
reserves set-aside for negotiation labor increases, originally planned to cover the
March projected shortfall. In addition, $250,000 of Measure US revenues structurally
reduced as part of the City’s General Fund strategy to reduce annual reliance on oll
revenues is being recognized on a one-time basis for continued support of youth one-
time programs. Lastly, $7 million of anticipated General Fund surplus in FY 24 has
been earmarked to fund critical priority projects in FY 25.

The reserves discussed in the Budget Balancing solutions bullet above do not include the City’s
General Fund Operating (inclusive of the Measure B Stabilization Reserve) or Emergency
Reserve. As of the beginning of FY 24, the Operating Reserve was at $16.8 million inclusive of
the Measure B reserve, which was approximately 2.7 percent of normal FY 23 operating
expenditures, which is within the policy required range of 2 to 7 percent. In FY 24, an additional
$2.4 million is planned to be set-aside in the Emergency Reserve to bring the balance to $50.1
million, which is 8 percent of FY 23 normal operating expenditures and is below the target level
of 10 percent but at the minimum of 8 percent.

Proposed Structural FY 25 General Fund Group Changes By Department

Table 3 summarizes the departmental net fund impact of the FY 25 General Fund Group
proposed changes, excluding one-times, along with the budgeted position changes. The total
structural net departmental changes as a result of City Manager proposed decisions resulted in
an improvement to the General Fund in the amount of $0.9 million. The Table does not include
any Measure A department changes; those are discussed and documented separately as part of
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the Measure A plan. The full details of these General Fund changes by department, including
Measure A items, are listed in Attachment C of the City Manager’s Budget Message.

Table 3. Structural FY 25 General Fund
Net Impacts by Department*
FY 25 Proposed Position

Departments Changes Changes
Mayor and Council - -
City Attorney (120,519) (3.00)
City Auditor - -
City Clerk - -
City Manager 321,408 6.44
City Prosecutor 184,827 1.00
Civil Service 39,149 -
Development Services - 1.00
Disaster Preparedness and - -
Emergency Communications
Economic Development 471,201 3.20
Financial Management 369,524 7.47
Fire** (3,370,898) 5.44
Health & Human Services 718,289 3.23
Library Services 211,681 (1.60)
Parks, Recreation and Marine 868,333 5.67
Police 368,083 7.55
Police Oversight 171,331 -
Public Works (116,724) 14.04
Citywide Activities*** (1,014,417) -

TOTAL (898,732) 50.44
*Excludes Measure A department enhancements and other non-City Manager
Decision system updates (i.e. MOUSs)
**Fire Department includes revenue alignment for Public Provider Ground
Emergency Medical Transportation (PPGEMT) Intergovernmental Transfer
(IGT) Program and improved cost recovery through MOU cost updates for
services provided to customer agencies.
***Citywide Activities includes improved Transient Occupancy Tax (TOT)
growth and a reallocation of budget for the Downtown Long Beach Parking
Business Improvement District (DLBPBID) assessment fee to departments that
manage the properties

General Fund Group Budget Outlook

As part of the City’s normal financial planning, a multi-year forecast of the General Fund Group
is always prepared with the assumption of a continuation of service levels in the Proposed
Budget. A preliminary projection is provided at the beginning of the budget process and an
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updated projection is provided when the Proposed budget is released and is then periodically
updated thereafter.

Table 4 below shows the General Fund Group Budget Outlook through FY 30, which factors in
the City’s strategy to gradually reduce its structural dependence on oil proceeds each year until it
is fully phased out of the General Fund budget by FY 30. Since the March 2024 outlook
presentation to the City Council, the General Fund outlook has improved. Due to revenue
improvements in FY 25 impacting the outyears, the projected cumulative structural shortfall
reduced from the $81.3 million presented in March to $61.5 million. Drivers for the improved
outyear forecast include assumption updates based on current year activity in property tax
(including property tax in-lieu of VLF) and transient occupancy taxes. Despite this improved
outlook, the FY 26 budget shows a structural shortfall, impacted by the shortfalls that have been
mitigated with one-time funds over the prior years which is unlikely to be solved without
intervention. Service reductions targets may be anticipated to balance the budget in coming
years. The City is making a strong and focused effort on action steps to identify new revenues. It
continues to be prudent that the City maintain good fiscal habits and avoid exacerbating the
underlying structural shortfall situation.

\ Table 4: General Fund Surplus / (Shortfall) in $ Millions \

FY 25 FY 26 FY 27 FY 28 FY 29 FY 30 Total
Projection* | Projection Projection Projection Projection Projection
Surplus/(Shortfall) - Annual - (9.6) (5.8) (10.9) (11.4) (3.4) (41.2)
Shortfall from Previous Year - (20.3) - - - - (20.3)
Surplus/(Shortfall)** - (30.0) (5.8) (10.9) (11.4) (3.4) (61.5)

*The FY 25 shortfall of $20.3 million is offset with funds made available through the Long Beach Recovery Act and other reserves.
**This chart assumes that any shortfalls are structurally solved each year, except FY 25

The Outlook includes the following assumptions:

e NoO economic recession

e Factors in the significant upward adjustment of revenue projections previously impacted
by the pandemic

e Historically high levels of position vacancy savings being currently experienced by the City
do not continue

e No resurgence of the pandemic

e Negotiated contract costs are included and general cost of living wage increases are
assumed for contracts that expire. This assumption will be revised based on actual
negotiated contracts

There are many change drivers that impact the forecast on both the revenue and expenditure
sides. Details of some of the key change drivers are shown below in Table 5. As is always the
case with projections, the outlook will change over time as more information becomes known.
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Table 5: Drivers for the General Fund Surplus / (Shortfall)
($ in Millions)
Incremental Changes in Revenue and Expense Fv 25 Fv26 Fva7 Fv 28 Fv29 Fv 30 Total
Proposed Projected Projected Projected Projected Projected
Property Tax 15.3 6.3 6.6 6.8 7.0 7.1 49.1
Sales Tax (2.5) 2.7 2.8 2.8 2.9 3.0 11.7
Sales Tax - Measure A (2.6) 16 2.0 25.9 29 2.9 32.8
Utility Users Tax 8.2 4.2 4.6 5.0 5.5 6.1 335
*Transient Occupancy Tax 2.9 15 16 16 17 1.8 11.0
Interest Pooled Cash 5.7 - - - - - 5.7
Uplands Oil Transfer (4.6) (.5) (.2) (1.3) (.3) (.1) (7.0)
Other Revenue Change
(e.g. VLF, Electric/Pipeline Franchise, Transfers) 13.6 4.3 4.6 3.8 5.2 5.4 36.9
Total Revenue Impact 36.0 20.1 21.9 44.6 249 26.3 173.8
Salary Changes (23.0) (12.3) (15.1) (15.6) (16.1) (16.5) (98.7)
CalPERS Pension Changes Due to Rate Increase Only (14.8) (6.5) (5.8) (8.5) (12.4) (3.6) (51.5)
Technology & Innovation MOU Costs (4.9) (.5) (.5) (.5) (.5) (.5) (7.4)
Fleet Fund MOU Costs (3.3) (.7) 0 (.5) (.5) (.5) (5.5)
Civic Center (13) (:3) (:3) (:3) (:3) (:3) (2.9)
Workers Compensation (5.1) (2.0) (2.0) (2.0) (2.0) (2.0) (15.1)
Health Benefit Related Changes (.6) (.5) (.5) (.5) (.5) (.5) (3.1)
Indirect Cost Plan 5.2 - - - - - 5.2
Other Expense Changes
(e.g. Debt Service, Sales tax Rebates, Tax Measures plugs, Corrections,) (5.1) (5.3) (1.4) (4.8) (1.2) (2.7) (20.5)
Total Expense Impact (52.7) (28.1) (25.7) (32.7) (33.5) (26.7) (199.4)
Additional Impacts to Projected Surplus/(Shortfall)
City Manager Budget Proposals Net Impact (Structural) .90
Shortfall from Previous Year - Not included in lines above (8.7) (20.3)
Additional Measure A Support per March 2024 Presentation 1.0 3.1
Backing out Impact of Measure A related revenue** 3.3 (1.6) (2.0) (25.9) (2.9) (2.9)
Measure B (Stabilization Fund) Set Asides*** (.16)
Projected Surplus / (Shortfall)**** (20.3) (30.0) (5.8) (10.9) (11.4) (3.4)
One-time offsets 20.3
Final Projected Surplus / (Shortfall)** - (30.0) (5.8) (10.9) (11.4) (3.4) (61.5)
]

Major FY 25 General Fund Group Revenue Trends

Revenues in the General Fund Group are typically unrestricted in their use and predominantly
derived from local taxes. In FY 25, taxes account for approximately 70 percent of General Fund
Group revenues. Of this amount, Property Taxes, Sales Tax (including Measure A), Property Tax
In-Lieu of Vehicle License Fees (VLF), and Utility Users Taxes (UUT) account for 63 percent of
General Fund Group revenue. Similar to other California cities, revenue in the Long Beach
General Fund Group is constrained by the natural rate of year-over-year growth of these tax
revenues. Historically, the base revenue increase (not including unusual one-time gains or
losses) had difficulty even offsetting inflation in the City’s costs.

The overall revenue outlook generally continues to be positive across several key revenue
sources in FY 24. The FY 25 Budget’'s forecast assumes growth from FY 24 and align to
reasonably expected performance based on the most recent data available. The section below
outlines additional projection details on various major revenue streams, which will continue to be
updated throughout FY 25 as more data becomes available. Additionally, Attachment A to this
Executive Summary Chapter provides background information on the basics of the City’s Sales
and Property Tax revenues.
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Property Taxes — The largest City revenue source in FY 25, total Property Tax is
estimated to generate $177.0 million. Due to Proposition 13, the City’s underlying
assessed valuation growth is constrained to two percent per year until a reassessment
occurs due to a change of ownership or construction. The FY 25 property tax revenue
forecast is 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 County
Assessor as of January 1, 2023. The FY 25 property tax forecast assumes a seven
percent increase over FY 24 estimates. Revenue from secured and unsecured property
taxes are anticipated to increase by six percent over FY 24 estimates due to the
continued strength of new development in the City and, while slowed in comparison to
recent prior years, a maintained level of property sales. Similarly, these assumptions
also extend to Property Tax In-Lieu of VLF which is projected at $71.2 million.

Further, tax revenue from former redevelopment areas are subject to similar factors. In FY
25, tax revenue to the General Fund Group from former redevelopment areas is projected
to be ten percent higher than FY 24 estimates and excludes revenue that must first be
used to fund former Redevelopment Agency obligations (e.g., debt service payments) in
the Recognized Obligation Payment Schedule (ROPS). The FY 25 and outyear forecast
assumes a decrease to these ROPS expenditures as former Redevelopment Agency
obligations conclude (e.g., debt service payments), resulting in higher tax revenue to the
General Fund Group.

Sales Tax — The City’s second largest revenue, sales tax revenue (not including Measure
A) is projected to generate $89.2 million in FY 25, which is a decrease from the prior year’s
budget of $91.7 million. FY 25 projections anticipate a three percent increase over FY 24
estimates, which is trending lower than budget and is based on the most current data
available covering calendar year 2023 activity which experienced a decline in taxable
sales in categories such as general consumer goods, autos, and transportation. These
trends are consistent with similar declines across the county and state. However, despite
slowed growth and declines in these areas, the FY 25 projection assumes continued sales
performance from various location agreements approved by the City Council to establish
purchasing companies in the City of Long Beach and promote sales tax revenues and
increases in other areas such as restaurants and hotels and revenue generated from
development projects occurring in the City.

Measure A — The City’s Transactions and Use (Sales) Tax, known as Measure A, is
projected to generate approximately $65.8 million in FY 25, which will be deposited in the
General Fund Group. Like non-Measure A sales tax, projected FY 25 Measure A revenue
is also a decrease from the FY 24 budget and is impacted by the declines in general
consumer goods, autos, and transportation. The FY 25 budget amount reflects a
reduced Measure A rate at three-fourths of a percent. Revenue from a full one percent
tax is projected at $87.7 million in FY 25. Effective January 2023, the County’s Measure
H (for homeless initiatives) will take one-quarter of a percent due to the timing of when
the County’s Measure H and City’s Measure A were approved. Measure A will return to
the full one percent rate in FY 28 when Measure H sunsets.

Utility Users Tax (UUT) — This is a five percent tax on usage of gas, water, telephone,
and electric utilities and dependent on utility prices and customer usage. The FY 25
forecast is based
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on the current year's performance for each utility and is projected to generate $52.9
million. The FY 25 budget is eight percent higher than FY 24 estimates and reflects higher
revenues generated by Electric UUT. While the FY 25 Budget includes stronger
performance in Electric UUT revenue, the FY 25 forecast also includes a decrease in Gas
UUT from the FY 24 budget due to a decrease in the average bill paid by customers
following the natural gas price spike in early FY 23. Telephone UUT continues to be
assumed as a declining revenue source based on average annual performance, and
Water UUT is anticipated to grow from FY 24 estimates due to proposed FY 25 rate
increases.

e Transient Occupancy Tax (TOT) — The FY 25 General Fund Group budget for TOT
(excluding the additional one percent generated from Measure B-TOT), is $26.3 million.
Although Long Beach TOT is an extremely volatile revenue source and dependent on
many factors including business and convention travel, the FY 25 forecast is five percent
higher than FY 24 estimates and based on current activity which is anticipated to exceed
the FY 24 budget. Beyond FY 25, the outyear forecast also assumes steady growth of five
percent each year.

e Interest Pooled Cash Revenue — Annual revenue is subject to interest rates and the mix
of securities in the City’s investment pool across all fund groups. The FY 25 projection of
$15.9 million is based on FY 24 estimates which show higher than budgeted performance
due to the Federal Reserve increasing interest rates since 2022 and higher cash balances
within the General Fund and related fund groups.

e Other Revenue Change — This line item represents all other General Fund revenues
including transfers to the General Fund, Property Tax In-Lieu of VLF, franchise fees, etc.
In FY 25, a notable portion of the increase from the FY 24 budget is due to proposed
department budget items. This includes structurally budgeting an increase of $7.6 million
in emergency ambulance fees due to the City’s implementation of the Public Provider
Ground Emergency Medical Transportation (PPGEMT) Intergovernmental Transfer (IGT)
Program and allows the City to receive increased reimbursements for Medi-Cal
emergency transportations on a per-transport basis. Of the total revenue increase,
approximately half will offset the City’s payment to the State program to qualify for add-on
increase.

Oil Revenue

Oil revenue for the City is produced through three primary sources: (1) a barrel tax, used to fund
General Fund operations; (2) revenue from the sale of produced oil that benefits the Tidelands
and General Fund; and (3) an administrative fee placed on Uplands Oil production costs that
benefits the General Fund. Due to natural production declines and oil fields ceasing production
for economic reasons, the City planned to significantly reduce its reliance on oil revenue by
around 2035 when revenues would be reduced to insignificant levels or end. Due to the current
legislative landscape and regulatory environment expediting annual oil revenue decline in
advance of 2035, the City will implement a strategy to reduce its structural reliance on oil
revenues by FY 30 — five years in advance of the target date of 2035. As part of this strategy, the
City will gradually reduce its dependence on oil proceeds each fiscal year until it is fully phased-
out of the General Fund structural budget by FY 30. Higher than budgeted revenues will be used



EXECUTIVE SUMMARY

for one-time uses including priority projects and/or set-aside for future oil well abandonment.
With the projected shortfall and transition plan from revenue reliance on oil, this strategy will
allocate more Measure A revenue to support the increased cost associated with public safety
maintenance previously funded with the General Fund. In turn, by increasing the Measure A
allocation to public safety maintenance, this will avoid harmful reductions to core City services
currently funded with General Fund oil proceeds, including children and youth services and
programs, community health initiatives, and climate change and environment efforts. The
reallocation is planned to increase in FY 28 when the Measure A tax rate increases from the
current 0.75 percent to the full 1 percent. The annual reduction strategy to General Fund oll
proceeds from Uplands and Oil Production Taxes (including Measure US and Proposition H) is
as follows and will be revised each year based on updated projections:

Table 5: Structural Reduction Strategy

Fiscal General Fund Reduction ($)
Year

FY 25 $1.3M

FY 26 $1.3M

FY 27 $1.3M

FY 28* $4.4M

FY 29 $4.5M

FY 30 $4.5M

*Measure A increases from 0.75% to full 1%

Oil Transfers — The projection for the FY 25 budget assumes the structural price of oil at $55
per barrel. While the actual average price of oil in FY 24 is higher, about $77 per barrel, the
FY 25 budget applies the financial practice of structurally budgeting a lower than likely oil
price to hedge against the risks of the very volatile nature of this revenue source. Further,
for Uplands Oil proceeds, the FY 25 budget includes a structural reduction of $250,000 from
forecasted amounts. Due to this financial practice and based on higher FY 24 average oll
prices, there may well be surplus available at the end of FY 25, which can be used towards
critical one- time needs or additional set-asides for oil well abandonment.

Table 6 below shows actual and anticipated annual revenues available for transfer to the
General and Tidelands Operating Fund Groups based on the assumed oil price per barrel.
Both price and production efforts impact the City’s oil revenues, which in turn impacts what
net revenues are available for higher net transfers to operating funds. Starting in FY 23, oll
revenues have started to decline due to regulatory actions reducing production activities.
Actual and projected revenues are available after amounts are set-aside for future
abandonment funding. In FY 25 and beyond, the annual structural abandonment set-aside
amounts at $55 per barrel for Uplands and Tidelands Operating is $1,625,000 and
$7,125,000, respectively.
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Table 6: Revenues Based on Estimated Oil Barrel Prices
FY22 FY23 FY24 FY25 FY26 FY27 FY28 FY29 FY30
In millions of $ Actual Actual Est. Budget Proj. Proj. Proj. Proj. Proj.

Barrel Price Estimate ~ 594.3 579.7 $77.7 5550 $55.0 $55.0 555.0 555.0 $55.0
Uplands* $12.0 $103 $8.4 $2.4 §19 S$1.7 $0.4 $0.1 S0.0
Tidelands $33.8 $25.0 $184 $8.7 $6.8 $6.3 S5.0 $3.8 S2.7

*FY 25 and beyond outlook includes City's strategy to reduce its General Fund reliance on oil revenue.

e Oil Production Taxes — City revenue generated from the business license tax on oil production
depends on the number of oil barrels produced each year. Oil production tax revenue is
comprised of oil production taxes from Proposition H (Police and Fire Public Safety Oil
Production Act) and the City’s general tax including Measure US. Proposition H is a special
tax on oil production and restricted to funding public safety services that would otherwise be
funded with the General Fund, and Measure US is a general tax on oil production where
funding is intended for local climate and environmental, community health, jobs training, and
youth initiatives. The FY 25 revenue forecast across these funding sources is based on
current year barrel production. Oil production tax revenue has historically been regarded as
a declining revenue source due to the natural reduction in oil production. The FY 25 and out-
year forecast assumes an 11 percent barrel decline through FY 30. The annual production
decline is an increase from budgetary assumptions previously at 6 percent due to SB 1137
and regulatory actions which reduce production activities. Like oil proceeds from Uplands,
revenue projections reflect the City’s reduction of structural oil revenue until FY 30 when
General Fund structural oil revenue is reduced to $0. Actual revenue received above these
budgeted figures will be available for one-time uses:

Table 7: Oil Production Tax Revenues

FY22 FY23 FY24 FY25 FY26 FY27 FY28 FY29 FY30

In millions of $ Actual Actual Est. Budget Proj. Proj. Proj. Proj. Proj.

General Fund $13 S1.4 $14  S$1.0 S09 $0.8 S0.2 $0.1 S0.0
Measure US* $1.3 S14 S$S14  S$13 $0.9 $0.8 $0.2 S$0.1 S0.0
Proposition H (Public Safety)  $2.9 $2.9 $3.0 $2.2 $2.0 $1.8 $0.6 $0.3 $0.0

*Measure US includes 250K one-time revenue programmed in FY 25 budget.

Major FY 25 General Fund Group Expense Trends

On the expense side of the equation, wages, CalPERS retirement costs, health-related benefit
costs, interdepartmental charges for the City’s technology and fleet, and workers’ compensation
are some of the main factors for increases. There are areas of savings as well in expenditures
areas, such as citywide indirect cost plan budgeting.

e Salary Changes — Projected labor costs increase in FY 25 by approximately $23.0 million for
several reasons including previously negotiated pay raises and benefit changes in employee
labor contracts and step increases for current employees. Additionally, FTEs for the General
Fund increased by about 51 FTEs.
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Pension (CalPERS) Cost Increases — Pension costs are a significant cost driver due to the
City increasing its annual payments in order to reduce and eventually pay off its unfunded
liabilities over the next 30 years. The increase in cost is largely the result of a negative 7.5
percent investment return experienced in the year ending 6/30/22, which impacts the City’s
FY 25 costs and out-year CalPERS forecast to include cost increases instead of savings. For
perspective, the CalPERS investment return assumption is 6.8 percent, making the negative
7.5 percent investment return 14.3 percent lower than expected. These costs are very
sensitive to market returns, which creates volatility with the forecast. Current projections
indicate that the rate of cost growth is expected to ramp up in the next five years in order to
recoup the investment return loss and then decrease after FY 30. The total FY 25 General
Fund Group budget for pensions is $134.2 million ($234.0 million All Fund Groups).

Critical Technology and Innovation MOU Costs — These costs are anticipated to increase by
approximately $4.9 million in the General Fund. This is related to ongoing Citywide technology
services and applications, as well as increased maintenance and license costs for critical
technology investment, due to increased technology users and security enhancements. In FY
25, the largest cost drivers were related to approved negotiated labor raises now reflected in
the budget, enhanced cybersecurity and information technology infrastructure within the City,
and the incremental impact of the Citywide Indirect Cost Plan, along with a need to recoup for
prior year charges not included in prior MOUs which increased $1.2 million to the General
Services Fund in FY 25. For the first time in FY 25, LBTV costs were included in the MOU to
properly account for the benefit to all departments. These costs are part of the City’s long-
term technology plan to maintain core and critical technology systems.

Fleet Fund MOU Costs — Fleet related General Fund costs are projected to increase a net
$3.3 million for expenses related to the City’s purchase, maintenance, and replacement of
vehicles. Expenses for commercial services are expected to increase by 24.5 percent. Fleet
Services was approved to launch a new Emissions Compliance Program, including a
Compliance Officer to oversee emissions regulations. The new program is expected to cost
$0.14 million in the General Fund ($0.24 million All Fund Groups). Fuel prices continue to
rise, with projected increases of 10.5 percent from last fiscal year. Lastly, in FY 25 the Fire
Department will deploy new pumpers and paramedic rescue units while the Public Works
Department will put into service 14 new sweepers. Deployment of the aforementioned units
for both the Fire Department and Public Works Department amounts to over $2 million in
annual lease payments.

Civic Center MOU Costs — Civic Center costs to the General Fund is projected to increase by
approximately $1.3 million. The increase includes expenses related to the Plenary Annual
Service Fees, recoup for capital modifications, ongoing operational expenses, and an
alignment to increase the indirect cost plan charges to the Civic Center Fund Group. The
Plenary Annual Service Fees increase is due to the Variable Growth Fee and Operations and
Maintenance (O&M) costs.

Workers’ Compensation — Workers’ Compensation related costs are projected to increase by
$5.1 million in the General Fund. Charges to departments have remained relatively flat since
FY 22 as the fund has maintained a healthy budgetary funds available. In FY 23, expenditures
exceeded revenues by $1.9 million, and in FY 24, expenditures are projected to exceed
revenues by $500,000, ending the year with $15.1 million. As a result, collection rates were
increased for FY 25 to maintain the budgetary funds available.
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Health Benefit Related Costs — Health benefit related costs are projected to increase by $0.6
million in the General Fund ($1.2 million All Fund Groups). Healthcare spending has been on
the rise for the last five years. Claims have returned to pre-pandemic levels with increased
cost adjustments due in part to an increase in overall utilization and high-cost claims. Potential
impacts from inflation are likely to drive up future health care costs; however, the magnitude
is not yet known and will be considered in future projections.

Indirect Cost Plan — The FY 25 Indirect Cost Plan is projected to decrease General Fund
expense by $5.2 million. Indirect Cost Allocation Plans are developed each year by an outside
consultant to identify the costs of indirect services provided by central service departments
based on actual expenditures borne by the General Fund to support all departments and
funds. Central services include those provided by the City Auditor, City Clerk, Financial
Management, City Attorney, Legislative, and City Manager Departments. An indirect cost
charge methodology recoups these charges from non-General Fund groups by applying rates
calculated through the plans to allowable actual expenditures incurred in other funds during
the fiscal year. The methodology is consistently applied Citywide and complies with the Code
of Federal Regulations guidelines (2 CFR 200) necessary to recover indirect costs on federal
and state grants and awards. The FY 25 projection assumes that both expenditures and the
calculated rate through the plans will remain relatively constant compared to FY 24
projections, which is currently trending to allocate cost citywide in an amount higher than
originally budgeted.

Starting in FY 24, the Health and Human Services Department’s administrative costs are now
included in the City’s indirect cost plan, resulting in an allowable increased indirect cost rate
to Health grant funds. As part of the change in methodology, actual charges will now be
recouped by the General Fund instead of the Health Fund Group and the Department’s
administrative costs will be funded within its funds available, which is decreasing annually due
to various factors. As such, the General Fund budget includes $5 million to be transferred to
the Health Fund Group to cover indirect cost plan charges in FY 25. Additional information
on the Health Fund Group is detailed in the Other Funds Groups section below.

Other Expense Changes — These figures include various other expense categories including
debt service payments, various citywide MOU costs, budget for sales tax rebates that are
offset with revenue increases, Measure B TOT disbursement alignments to revenue
projections, and an alignment in the Fire Department to cover payments to the State for the
City’s participation in the Public Provider Ground Emergency Medical Transportation
(PPGEMT) Intergovernmental Transfer (IGT) Program. Additionally, an allocation of $0.9
million is included for unexpected labor or other critical costs that can be utilized for critical
needs in FY 25 as they arise.

OTHER FUNDS GROUPS

In addition to the General Fund Group, the City maintains 36 other major fund groups. Many are
narrowly focused and restricted to specific business activities. This section discusses select fund
groups with key Citywide issues.

Airport Fund Group

The Airport Fund Group tracks the short-term and long-term financial activities of the Long Beach
Airport. Airport revenue is largely derived from airline fees, concession sales, parking activities,
long-term ground leases of airport property, and other airport business operations. The Federal



EXECUTIVE SUMMARY

Aviation Administration (FAA) also provides revenue to the Airport Fund Group through its Airport
Improvement Program (AIP), Airport Infrastructure Grants (AIG), and Airport Terminal Program
(ATP) grants. The fund group also includes funding sources from the Transportation Security
Administration (TSA) grants, Passenger Facility Charges (PFC) collected by airlines, and
Customer Facility Charges (CFC) from car rental agencies. Airport revenue is committed to
airport-related purposes only to comply with FAA regulations.

FY 25 is expected to see over 4.1 million passengers pass through the Airport, bringing favorable
opportunities within reach for the 100-year-old Airport. Record revenue generation will help the
Airport continue to strengthen its financial position while providing a well-timed opportunity to
improve the efficiency and effectiveness of its approach to meeting operational and community
needs. Along with higher levels of activity and revenues, higher costs and more expenditures are
expected. Cost containment and operational efficiency are critical to maintaining a financially self-
sustaining airport that is attractive to business partners. Inflation, operational changes, and
greater demand add more cost pressures that need to be solved not only by rate increases but
also by improving operational efficiencies. This all needs to be achieved without impacting safety
and the award-winning travel experience at the Airport.

In FY 25, the addition of several positions across various operations will be critical to keep up
with growing demand. Additionally, increased funding is provided to support the training of new
and existing staff. The Airport is also boosting its support of youth programs and providing
additional funding to expand opportunities for youth engagement. This effort will help expose and
educate youth to aviation in support of the future workforce for the industry.

The Airport continues to manage a large capital improvement program for both the airfield and
the terminal area with the Airport’s capital investment supplemented by funding federal grants
and other resources. The improvements help build and preserve the essential infrastructures that
support the operations at the Airport and help prepare for the 2028 Olympics. Sustainability
remains a key focus in the Airport’s capital improvement program as well as improving safety,
security, and efficiency of operations. The Airport also remains committed to funding the full cost
of Aircraft Rescue and Fire Fighting services and Public Safety services at the Airport.

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.

FY 25 costs include expenses from facility management, security, and the Memorandum of
Understanding (MOU) with the Port. These costs include 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. FY 25 revenues are expected to cover all
costs for the year.



EXECUTIVE SUMMARY

As part of the construction of the new City Hall, the City aided its P3 partner, Plenary, by
contributing $6 million in financing that Plenary owes back to the City when development of the
old City Hall site is complete. Development of the old City Hall site has been delayed, but the $6
million receivable is still owed to the City plus interest during the delay.

Employee Benefits Fund Group

The Employee Benefits Fund Group was created to finance and account for employee paid time
off (i.e., sick leave, vacation, holiday, etc.) and fringe benefits, such as retirement (almost entirely
CalPERS pensions), health/dental/life insurance, Social Security, and Medicare. The revenue for
this fund group is derived from charges to departments based on an allocation of employee
benefit costs, as well as administration of payroll and human resources costs.

For the two years beginning in FY 21, the City prepaid the annual Unfunded Accrued Liability
payment owed to CalPERS, rather than pay throughout the year in equal monthly instaliments.
This prepayment for FY 22 and FY 23 resulted in savings of several million dollars across all
funds, because CalPERS credited the City at a higher discount (interest) rate on the prepayment
than the City Treasurer could have earned by holding onto the funds longer and investing them
in short-term securities. However, due to the timing of the prepayment to CalPERS, which is
required in the month of July, and the City’s fiscal year beginning in October, this prepayment
reflects a large cash drain and significant decrease in the budgetary funds available as of
September 30 in any year the prepayment is made. Conversely, the budgetary funds available
will increase in any year when a prepayment to CalPERS is not made.

In late July 2023, one-year U.S. Treasury yields were 200 basis points (two percentage points)
higher than the discount rate (3.4 percent) the City would have been credited by prepaying
CalPERS. As a result, the City did not prepay CalPERS in July of 2023 for FY 24, but instead
held on to the cash in the Employee Benefits Fund and invested it in the higher-yielding U.S.
Treasury securities.

As of June 2024, one-year Treasury yields are noticeably higher (5.4 percent) than the discount
rate (3.4 percent) the City would be credited by prepaying CalPERS. If that rate differential
persists into late July 2024, the City will once again not prepay CalPERS, but instead hold on to
the cash in the Employee Benefits Fund and invest it in higher-yielding securities. The final
decision will be made in July right before the CalPERS prepayment is due.

Gas Fund Group

The Gas Fund Group provides full natural gas utility services to residential and business
customers in Long Beach and Signal Hill. FY 23 saw a large spike in natural gas prices due to
supply shortages, rainstorms, and cold weather. Fortunately, prices returned to historical
averages in early FY 24.

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 $13.5 million on gas pipeline
capital improvements in FY 24. Recently approved labor contracts increased expenses by around
$3.5 million in FY 24. Year-end FY 24 fund balance is projected to drop to $15.6 million, with a
structural deficit projected for FY 25. Continued cost increases are outpacing revenue growth,
and as a result, the Utilities Commission has adopted a resolution, in compliance with the rate
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provisions of the City Charter, of varying adjustments, upward and downward, to natural gas
rates and term allowances to be comparable with the rates charged by Southern California Gas
Company. The expected rate revenue increase of $6.5 million will ensure reserves are
maintained to secure adequate funding for emergency repairs, rate stabilization, and affordable
rates for customers while maintaining a transfer to the General Fund in the amount of $13 million,
which was reduced from the prior year structural amount of $13.8 million.

Health Fund Group

The Health Fund Group was established to account for funds restricted for public health
purposes. This fund group accounts for revenues and expenditures associated with federal,
state, local and private grants, health permits, and other fees. In FY 24, the Long Beach
Recovery Act (LBRA) has entered its final year of funding, resulting in the fund no longer receiving
grant dollars from various federal and state agencies for direct COVID-19 response and
recovery and resiliency efforts. Since 2021, this funding has supplemented the existing budget
used to support programs focused on the retention of existing services, which promote health
and wellness and provide protection from disease and injury. The Health and Human Services
Department (Department) is now transitioning to the final phase of the COVID-19 response
scheduled to end June 30, 2024, with the American Rescue Plan Act (ARPA) funded LBRA
service provisions ending September 30, 2024. The Department continues to secure other
funding sources as well as place individuals whose funding source is ending to appropriate
vacant City positions that they qualify for.

In December of 2023, the Department received $5.3 million in grant funding awarded by the
Business, Consumer Services and Housing Agency’s (BCSH) California Interagency Council on
Homelessness (Cal ICH) for the period of July 1, 2023, through June 30, 2026. These funds are
being leveraged to increase collaboration between the Homeless Coordinating and Financing
Council, local jurisdictions, and continuums of care to accomplish wellness and safety of people
experiencing homelessness in encampments, support innovative and replicable efforts to resolve
critical encampment concerns and to support individuals’ access to safe and stable housing,
and encourage a data-informed, coordinated approach to address unsheltered homelessness
at encampments. Prior to the emergency, the Department was already addressing the
homelessness issue by activating locations for temporary shelter and permanent supportive
housing.

On July 10, 2023, Assembly Bill 129 (AB 129) was signed into law by Governor Gavin Newsom,
authorizing funding for the Homeless Housing, Assistance and Prevention Round 5 (HHAP-5)
Program. HHAP-5 is a $1 billion block grant program that provides local jurisdictions with flexible
funding to continue efforts to end and prevent homelessness in their communities. Total HHAP-
5 funding for the City of Long Beach is $15 million, which can be used for existing and ongoing
operations or expansion of services such as: rapid rehousing, navigation center operations,
sheltering for transitional age youth, sobering centers, intensive case management services
(ICMS), mobile Multi Service Center (MSC) stations, modular shelter operations, and potential
expansion of the MSC. This funding will build upon the foundation established with past rounds
of HHAP funding to build stronger collaboration and partnership in communities across the state
to address immediate homelessness challenges.

In March 2024, the Department was awarded $1.7 million in grant funding by the Department of
Housing and Urban Development (HUD) for the Healthy Homes Production (HHP) Grant Program
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for the period of April 15, 2024, through October 15, 2027. This funding will contribute to a
comprehensive approach to addressing multiple childhood diseases and injuries in the home by
focusing on housing-related hazards in a coordinated fashion, rather than addressing a single
hazard at a time. The program builds upon HUD’s successful Lead Hazard Control programs to
expand the Department’s efforts to address a variety of high-priority environmental health and
safety hazards. These funds will also assist in retaining existing Health Department staff as well
as supporting private housing remediation and painting contractors who will likely retain or
generate new jobs in Long Beach.

The Health Fund Group’s permits and fees revenue base continues to be reviewed. The
Department went through a fee study to review fees and services provided by the Environmental
Health Bureau. The implementation of the fees is being phased in to lessen the burden on those
impacted by the fees.

Outside of these funds, on November 14, 2023, the City received $2.8 million in grant funding
from the California Department of Public Health to invest in public health workforce and
infrastructure, which were heavily impacted by the COVID-19 pandemic. Funding is being used
to supplement critical public health operations and infrastructure, while also making strategic
investments possible that will have lasting effects on public health.

On May 7, 2024, the City declared a local health emergency regarding an outbreak of
Tuberculosis (TB). This will impact the Health Operating Fund, and the Department is working
with the State to determine if funds are available to cover costs.

As the State continues to work on balancing the State budget, the Governor's May Revision
included the reduction or elimination of some public health programs. Further details are
forthcoming. While internal stressors such as growing capital improvement and infrastructure
needs, rising technology and personnel costs, and increased restrictions on grants also put
pressure on the fund’s resilience, staff continues to work to identify strategies to address these
ongoing challenges to mitigate service impacts.

In FY 24, an increase in unreimbursed costs will continue to decrease the Health Operating
Fund’s budgetary funds available. As part of the FY 24 Adopted Budget, a Health Fund consultant
study was approved to review the scope and work performance of the Health Fund Group. The
goal of the Health Fund Consultant study will be to assess the Department’s 58 programs and
support in prioritizing services.

The Department continues to follow required public health mandates and support in providing
equitable access to health services throughout the City. In the FY 25 budget, the Department
proposes to add a Health Equity Officer and a Public Health Professional. These positions will
have an external focus as it pertains to closing health disparities regardless of race and will give
access to a number of resources. In addition, the Department proposes adding 2 Environmental
Health Specialist Il positions for sidewalk vending licensing and enforcement.

In FY 25, internal stressors such as growing capital improvement and infrastructure needs, rising
technology, overhead, personnel and benefits costs, and increased restrictions placed on grants
will result in the draw down of budgetary funds available. More specifically, unexpected equity
salary increases unable to be absorbed by grants will negatively impact the Health Operating
Fund. In addition, as mentioned above, emergencies such as the TB outbreak remain unfunded
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and must be absorbed by the Department. In prior years, the Department was able to rely on
State or grant funds to supplement funding. In the current economic environment, including the
State budget deficit, these are no longer reliable sources of funding. In FY 25, the Department
will need the support of the City’s General Fund to address the Health Operating Fund deficit.
Although the Department is facing these fiscal challenges, it continues to work to identify
strategies and additional grants to ensure services are provided at the highest level and essential
services are prioritized.

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 expenses and other expenditures.

The Workers’ 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. Staff
evaluates the financial status of the fund and takes budgetary funds available into consideration
when determining adjustments to departmental collection rates. Charges to departments have
remained relatively flat since FY 22 as the fund had maintained a healthy budgetary funds
available. In FY 23, expenditures exceeded revenues by $1.9 million, and in FY 24, expenditures
are projected to exceed revenues by $500,000, ending the year with $15.1 million. As a result,
collection rates were slightly increased for FY 25 to maintain the budgetary funds available.

The General Liability program accounts for the City’s miscellaneous insurance, settlements,
judgments, and defense for all liability related activities. These charges have increased from prior
years due to projected increased costs based on the most recent actuarial study. 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 appeared to be similar to high jury settlements across the country.
In FY 22, settlements and judgments 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. In FY 23, settlements and 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 cost increases.

The table below provides a seven-year history of miscellaneous insurance costs, settlements and
judgments costs, projected FY 24 costs, and proposed FY 25 costs.

Insurance Seven-Year History

Actuals* Projected | Proposed
(in millions)| FY17 | FY18 | FY19 | FY20 | FY21 | FY22 | FY 23 FY 24 FY 25

Misc Insurance| $3.3 | $3.7 $35 | $74 | $105|$141|S176|S 179|S 211

Settlements & Judgments| $12.7 | $15.2 | $27.2 | $84 |$3.2 |$113| $§86 |S 123|S 143

Combined Total| $16.0 | $18.9 | $30.7 | $15.7 | $13.7 | $25.4 | $26.2 | S 30.2|$ 354

*Actuals rounded to the nearest tenth.
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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 and ended the year with a negative $7 million. In FY 23, there was an operating surplus
of over $7 million, bringing the FY 23 ending budgetary funds available status to a positive
$150,000. In FY 24, there is a projected operating surplus of $6.5 million, bringing the projected
budgetary funds available to $6.7 million by year-end. The FY 25 Proposed Budget has a $2
million surplus which would bring the fund to a projected $8.7 million budgetary funds available.

Refuse and Recycling Fund Group

The Refuse and Recycling Fund provides refuse and recycling collection services for residents
and businesses of Long Beach in a timely and cost-effective manner, ensuring compliance with
the State's solid waste diversion laws. The Refuse/Recycling Fund receives approximately 95
percent of its total revenues from refuse and recycling charges assessed to residents and
businesses receiving City collection services. The remaining funds come from State grants for
various programs and public outreach efforts (recycling, litter reduction, used motor oil collection,
etc.), revenues from the sale of recyclables collected through the City's residential recycling
program, 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 for
programs such as street maintenance, tree trimming, stormwater, and environmental
compliance.

Solid Waste rates were last adjusted on October 1, 2023 by 11 percent for residential accounts
and 24 percent for commercial accounts, to offset increased costs for the refuse, recycling, and
commercial organics collection programs. The recent closure of the Southeast Resource
Recovery Facility (SERRF) facility has resulted in increased refuse disposal costs. The City is no
longer converting its refuse to energy at the City-owned SERRF facility; now all City refuse is
taken to privately-owned transfer stations and then transported to landfills.

In addition to costs for current services rising, in order to comply with State-mandated organics
collection, SB 1383, the Environmental Services Bureau (ESB) of the Public Works Department
converted the commercial organics pilot program to a citywide program. In addition, ESB has
developed a residential organics collection pilot program that is anticipated to include 10,000
residential accounts; this pilot program rolled out in early FY 25. The program will include over
112,000 residential accounts.

A cost-of-service study is underway to adjust rates in response to increased costs for current
services provided and to introduce residential organics collection rates. The cost-of-service
study’s proposed rates adjustment will have two results: first, the creation and implementation of
residential organics collection rates for approximately 112,000 accounts and second, bringing the
Refuse & Recycling Fund to a level that includes four months of operating reserves. Once this is
done, the Public Works Department will have annual cost-of-service studies to ensure that the
solid waste rates are set at the appropriate level and will return to the City Council to propose any
rate increase.
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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
13 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 to support 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 FY 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 23, TOT revenue ended the year at $11.2 million,
which was $3.9 million higher than budget (or 54 percent), which helped to add to the budgetary
funds available. FY 24 TOT revenue is projected to end the year at $11.8 million, which is $1.3
million higher than budget (or 13 percent). While TOT revenue has recovered and is anticipated
to continue net revenue growth in the out-years, the revenue stream remains 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 is projected to end the year with $10.1 million
in budgetary funds available. In FY 24, funds available will support two full-time equivalent
positions for the Office of Public Affairs and Communications in the City Manager’s Department.
The total estimated annual cost of these positions is $297,020 and will address staffing needs to
effectively implement communications strategies and provide timely public information delivery
for the increasing amount of City programs, events, and initiatives. Further, funds available in the
amount of $80,000 have been set-aside to provide one-time support in FY 24 for the annual Long
Beach Pride Parade.

In FY 25, additional enhancements in the SAP Fund are being requested in the City Manager’s
Department to structurally fund the two full-time equivalent positions added in FY 24 in the Office
of Public Affairs and Communications; partially fund one full-time equivalent position dedicated
to supporting the City’s Olympics preparation efforts; support annual fireworks education and
enforcement; and a 5 percent increase in the City’s support for Meet Long Beach’s convention
and tourism marketing services. Additionally, one-time appropriations are included in the
Proposed FY 25 budget to fund the City’s Olympics planning efforts as well as events across
the City including a Beach Streets event in West Long Beach; the annual Pride Parade; and
sponsorship of the Long Beach Walls public art event. All these uses are projected to be
supported by continued revenue growth in the out-years and are not anticipated to negatively
impact budgetary funds available in FY 25.

Tidelands Area Fund Group
The Tidelands Area Fund Group is comprised of 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
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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. Fees include dock/slip fees (paid by boat owners), restaurant, retail, and
grounds rental leases, concession fees, park use fees, and special events and filming fees. The
latest large-scale improvements (replacement of most docks) were funded by Marina Revenue
Bonds, Series 2015. The Alamitos Bay Marina dock improvements were completed in April 2018.
The Marina Fund revenues are pledged for the repayment of the bonds and future dock and
related area improvements. In FY 23, the Marina Fund’s revenues exceeded expenditures by
approximately $4 million. In FY 24, the Marina Fund’s anticipated surplus is $4 million, and in FY
25 the projected surplus is $3 million. These surpluses, in addition to budgetary funds available,
can be utilized for additional capital projects in the City’s marinas.

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. The
City gained direct control of the Queen Mary in 2021 following the bankruptcy of the prior
operator, Urban Commons. Financials from ship operations show that prior to COVID-19, the
ship itself had the ability to generate significant profit, upwards of $6 million a year. Private
operators in the past had obligations and interests the City does not have, including having to
pay back investors and guarantee certain amounts of return on investment. Absent those
commitments, the Queen Mary can generate the same or greater amount of gross revenue and
reinvest back into the ship’s restoration, maintenance, preservation, and the ultimate
development of the additional land site which can help provide long-term funding for operations.

After years of closure resulting from the COVID-19 pandemic and delays to needed critical
repairs, the Queen Mary celebrated a full year reopening in FY 23. To support reopening and
initial operating needs at the Queen Mary, the City and the Port of Long Beach worked closely
on a collaborative agreement. As a part of that agreement, the Port is advancing $12 million over
a three-year period beginning in FY 23 in support of the Queen Mary’s operational, debt service,
and capital needs. The City will eventually repay the Port’s advance from the City’s 50 percent
share of new revenue that the Port expects to generate by improving and leasing idle City-owned
land in the port area.

With the reopening of the Queen Mary, the fund is projecting a positive surplus, and therefore,
there are no anticipated contributions and transfers from the Tidelands Operating Fund to support
the Queen Mary operations and debt service payments. FY 23 ended with a $2.8 million surplus
which has been set-aside for project reinvestment. The fund is projected to have a $2 million
surplus in FY 24 and a $3.4 million surplus in FY 25.

With the Port advanced funds, the FY 22 and FY 23 year-end Tidelands Operating Fund Group
surplus contributions, and the operating surpluses, numerous key projects at the Queen Mary
and along Pier H are being completed. In FY 24, the Queen Mary’s iconic smokestacks were
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repaired and repainted, critical fire life safety improvements were completed, and several ADA
upgrades were implemented throughout the ship. In FY 25, these funding sources will support
demolition of the deteriorated English Village, repairs to the grand Sun Deck, installation of
automated parking improvements, a feasibility analysis for a temporary amphitheater, a study for
the removal of the Scorpion submarine, and a development study for the area.

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.

In FY 22, the Aquarium of the Pacific (AoP) Revenue Bonds Series 2012 were refunded with the
issuance of Series 2022 Tidelands Revenue Refunding Bonds. The refunding ended the 2012
AoP rental payments and the new Series 2022 bonds continue to be supported and backed by
the Tidelands Operating Fund Group with pledges of available Tidelands revenues before
operating expenses. In FY 23, the Harbor Fund revenue transfer (a transfer of five percent of the
Harbor Fund’s gross revenues is required by the City Charter) was $24 million, it is projected to
be $25.8 million in FY 24 and is projected to be between $26 and $27 million in FY 25.

In FY 23, the transfer from the Tidelands Oil Revenue Fund Group was $24.9 million, which was
$12.2 million higher than the $12.7 million budget due to high oil prices experienced that year. In
FY 24, Tidelands Oil Revenue Fund Group transfer is estimated at $18.4 million. In FY 24, the
average price is $77 per barrel for the year instead of the budgeted $55 per barrel. The budgeted
oil revenue also assumes $7.9 million in FY 24 set-aside for oil field abandonment funding
comprised of $7.125 million for annual structural set-aside and an additional $780,000 to address
an increase in the unfunded oil abandonment liability between FY 22 and FY 23. Staff is currently
evaluating the potential option of setting aside additional funds above this mid-year planned
amount for oil field abandonment based on final year-end performance of oil revenues. If this
were to occur, additional funds would be reduced from the net proceeds available for transfer to
the Tidelands Operating Fund Group.

In FY 25 and beyond, oil revenues into the Tidelands Operating Fund Group will be heavily
impacted if voters uphold Statewide Senate Bill 1137 in November 2024, which will enact new
regulations and restrictions on the oil and gas industry in California. Current projections with SB
1137 in place indicate that the fund will be structurally unbalanced as early as FY 27 and will
need significant review in FY 25. Also, staff continue to closely monitor the impact from CalGEM'’s
oil and gas regulations which reduce injection pressure, thereby reducing oil production.

Prior to FY 24, the fund group had contributed to support Queen Mary operations, debt, and
critical repairs. Due to the Queen Mary’s FY 24 projected 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
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group also contributes to the Pike Parking Garage debt service and receives revenues from
profits of, or makes up revenue losses of, the Convention Center.

Largely due to higher oil-related revenues, it is estimated that the fiscal year will end with a
surplus of approximately $12 million. $7 million of this projected surplus has been set-aside for
FY 25 Tidelands capital improvements, as shown in the table below.

FY 25 CIP - Tidelands Funding Request
RECOMMENDED PROJECTS Total
Colorado Lagoon Open Channel Monitoring Year 0-1 S 800,000
Colorado Lagoon Open Channel Recycled Water Main Upgrades S 500,000
Alamitos Bay Water Quality Project S 550,000
Marina Green Parking Lot and Other Beach Lots Rehabilitation S 500,000
Rehabilitate Beach Bluff Staircases (Planning/Design) S 300,000
Belmont Beach Aquatic Center Construction Set Aside S 2,800,000
Tidelands Critical Facilities Reserve S 400,000
Nieto/Colorado Parking Lot Repair and Parking Meter Installation S 400,000
Naples Seawalls Repairs and Phase 3 Design/Permitting S 750,000
Total FY 25 Tidelands Projects| $ 7,000,000

Towing Fund Group

The Towing Fund provides the City’s towing and vehicle lien sale operations. It also structurally
supports the City’s General Fund Group through an annual transfer from a portion of its net
income. It is funded through towing fees, charges for vehicle storage, and proceeds collected
from the lien sale of unclaimed vehicles.

FY 23 expenditures ended seven percent below budget due in part to staff vacancies and other
non-personnel savings. Towing revenue in FY 23 was lower than FY 22 despite a slight increase
in towing fees, with total year-end revenue coming in nine percent under budget. This was largely
due to a lower number of tows being called in by Citywide initiating operations. Overall, the
Towing Fund Group ended the year with a marginal operating surplus. This surplus was made
possible by the suspension of its budgeted transfer to the General Fund of $750,000. Had the
transfer occurred, the fund would have run a deficit of approximately $700,000.

In FY 24, budgetary funds available in the Towing fund began the year at $1.3 million. FY 24
towing revenue is projected to surpass FY 23 by thirteen percent and the fund is expected to end
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the year with a slight surplus. Due to the projected surplus, the fund is anticipated to end the year
with $1.4 million of budgetary funds available, including the budgeted General Fund transfer of
$750,000.

Recently, the number of towing calls has shown a downward trend. However, Towing has
improved operational efficiencies which prioritizes in-house tows and reduces the number of
costlier contracted tows. Contracted towing expenses have decreased in FY 24 by over
$120,000, and Towing expects this to continue in FY 25. Even though the number of tows has
decreased, there has been an increase in the number of average storage days per tow since FY
23, which has increased overall vehicle release revenues. This increased revenue helps offset
the delayed or lost revenue due to the increasing number of payment plans and homelessness
waivers, as well as additional staffing expenses required to properly store and relocate towed
vehicles.

In FY 25, Towing expects the critical camera infrastructure upgrade project to be completed which
allows for expanded coverage and higher quality video. This is anticipated to result in reduced
security-related expenses and losses.

Uplands Oil Fund Group

The Uplands Oil Fund Group accounts for oil revenue outside the Tidelands area and accounts
for all costs and revenues for the City’s proprietary oil interests, including accumulating reserves
for the City’s portion of oil well abandonment and site clearance liabilities. Revenues are derived
from participation in oil operations and oil production overhead fees received by the City as Unit
Operator for the Tidelands Oil operations. Presently, 52 percent of the revenue in this fund is
from overhead fees and 48 percent is from oil sales. The FY 25 Budget assumes a price of $55
per barrel. Based on this projection, it is estimated that the Uplands Oil Fund will be able to
transfer $2.7 million to the General Fund Group. This includes a projected decrease to net oil
revenue proceeds due to regulatory actions which reduced production activities and Senate Bill
(SB) 1137, which establishes a 3,200-foot health and safety zone around new and reworked
existing oil wells and prohibits drilling of new wells and improvements to existing wells within that
radius. Further, as part of the City’s General Fund strategy to reduce annual reliance on oil
revenues down to $0 by FY 30, the budgeted transfer has been reduced by $250,000 for a total
FY 25 budgeted transfer of $2.4 million to the General Fund Group. These figures include the
annual set-aside of $1,625,000 needed for oil field abandonment funding. Under this strategy, if
actual oil prices continue higher than budgeted, annual oil revenue received above the budgeted
levels will be available for one-time uses and/or increased set-aside funding for future oil well
abandonment.

ATTACHMENTS

This Executive Summary has two attachments with further financial information:
e Attachment A —Background information on the basics of the City’s Sales and Property
Tax revenues.
e Attachment B — Overview of Debt Management

FINANCIAL POLICIES

The City of Long Beach has 22 Budgetary and Financial Policies that help guide and inform
strong financial management in the City. These policies can be found in the Appendices section
of the Budget Book.
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