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The mission of the Long Beach City Auditor’s Office (Office) is to
make the City of Long Beach (City) better through independent
audits and fraud investigations. We work to:
e Provide assurance that City funds are spent as intended
e Promote transparency and accountability of City
operations
¢ Prevent fraud, waste, and abuse of City resources
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Department Goals

Goal1 Promote transparency, accountability, and efficiency in City operations.
A. Apply professional audit services including:

Financial Audits

Revenue Audits

Performance Audits

Contract Reviews

Lease Reviews

Internal Control Reviews

Fraud Investigations

Benchmarking Studies

Economic Analysis of significant transactions and business deals
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B. Perform Annual Financial Audits and Federal Single Audit

C. Verify City’s cash and investments as required by the City Charter
1. Verify the City’s cash and investments once each quarter in a timely manner.
2. Test invested assets to determine compliance with the City’s current Investment
Policy and other applicable Government Code restrictions.

D. Open communication with the public

1. Communicate findings of audits and work in a clear, concise, and understandable
format for distribution to residents and stakeholders of the City.

2. Ensure there are mechanisms within the Office whereby resident and stakeholder
issues can be handled appropriately and in a timely manner.

3. Actively promote the City Auditor's Fraud Hotline; allowing City employees,
residents, and others to anonymously provide tips and other information to assist in
detecting and preventing City fraud, waste, and abuse.

Goal 2 Provide independent assurance that public funds are spent as intended.

A. Audit all pending payment vouchers and wire transfers for compliance with applicable
statutes, City policies and regulations, lease agreements, and any and all applicable
contractual provisions.

B. Strive to provide next business day approval on all payment vouchers submitted.

Goal 3 Prevent and detect fraud, waste, and abuse of City resources.

A. Provide an easy confidential process for City employees, vendors, and residents to report
misuse of City resources.

1. Provide live, independent interviewers 24 hours a day, seven days a week.
Facilitate direct reporting to the Office of fraud, waste, and abuse of City resources
via mobile app, telephone, mail, and email.

3. Review and take appropriate action on each reported incident.
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FY 24 Accomplishments

For over 115 years, the residents of Long Beach have entrusted the City Auditor to provide independent
assurance that City-controlled public funds are well-managed and spent as intended, providing the
expected services, and recorded and reported accurately.

The City Auditor is directly elected and accountable to the residents of Long Beach. All audits are
conducted based on the professional judgment of the City Auditor and her staff in accordance with
Generally Accepted Government Auditing Standards (GAGAS) and other applicable statutes and industry
regulations.

The Long Beach City Charter defines the responsibilities of the City Auditor, and during Fiscal Year 2024,
the Office complied with all Charter and Municipal Code mandates.

Audits or Reports Issued:

The City Auditor conducted audits and attestation engagements in accordance with Generally Accepted
Government Auditing Standards (GAGAS) issued by the Comptroller General of the United States, the
official auditor of the U.S. Congress. GAGAS is the industry benchmark for government audit
organizations. The City Auditor also provides professional services that are non-GAGAS audits, such as
investigations of alleged City fraud and analyzing emerging issues.

To see information on audits and projects, please see our website: www.CityAuditorLauraDoud.com.
The Office reviewed a wide variety of topics. Some of the more significant projects included:

Construction & Demolition Recycling Program Performance Audit

This audit evaluated the City’s Construction & Demolition (C&D) Recycling Program operations within
the Community Development Department (Community Development) in response to a notable increase
in the C&D deposit account (account). The C&D Recycling Program (program) focuses on the recycling
and reuse of materials to reduce overall waste and environmental impact. The program’s primary
objective is to encourage permit applicants to recycle C&D materials through a refundable performance
deposit (deposit), which may either be refunded to the applicant or forfeited to the City. Forfeited C&D
deposits are eligible to be spent on City sustainability projects which increases environmental
stewardship in Long Beach. After analysis and conducting a reconciliation which had not been done since
the program’s inception in 2007, the Office recommended that $9.2 million in forfeited deposits be
immediately recognized as revenue in the Development Services Fund to be spent on environmental
sustainability efforts including park and recreational space improvements, ecological enhancements, and
other sustainability projects. Furthermore, we recommended Community Development reconcile the C&D
account annually to accurately reflect deposits for active C&D projects, review its policies and
procedures, and update the C&D Ordinance to ensure alignment with the program processes.

Review of Economic Impacts to the City of Long Beach Associated with California’s Anticipated
Transition Away from Crude Oil and Natural Gas Production

This report revealed the anticipated impacts to the City with California’s transition away from oil and gas
production. The City has a long history in using oil production revenue to fund services and projects that
safeguard the environment, improve infrastructure, enhance beaches, and keep residents safe. The City
derives revenue from oil and gas operations including various taxes and fees through 14 oil operators
with over 2,700 wells. In 2023, the total oil revenue generated for the City was $56.5 million. The report
forecasts a 63% decrease in oil revenue to $21 million by 2035, due to the natural oil production decline
of six percent annually which is expected until the oil field may generally cease production for economic
reasons and the passage of Senate Bill 1137 (SB1137). SB1137 bans new oil production wells or retrofits
within 3,200 feet of homes, schools, and hospitals. In total, the City’s cumulative oil revenue decrease
would be $301 million from 2024 through 2035. With the anticipated decline in oil production revenue,
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FY 24 Accomplishments

the City needs to develop and execute alternative strategies to bridge the revenue shortfall for capital
projects, public safety operations, and all other essential City services that residents rely upon.

City Auditor’s Harbor Initiative Impact Summary

This report summarized how the Harbor Initiative brought in an additional $259 million from Fiscal Year
2011 to 2023 for service and project improvements for the community. After finding inconsistencies with
the calculation of the Harbor Department’s annual transfer of 10% of the Harbor’s net income to the City’s
Tidelands Operating Fund Group, the City Auditor recommended an important change to the basis of the
transfer leading to the Harbor Initiative which was passed overwhelmingly by the voters in 2010. The
Harbor Initiative reformed the annual transfer to 5% of gross operating revenue and transferred control
of the oil properties to the City. This funding has had a significant impact as it supported safety, water
quality, and infrastructure projects to enhance activities for the community at no cost to the City taxpayers.
These vital funds have supported services and projects such as safety patrol at special events in
downtown, beach lifeguards, beach maintenance, the Colorado Lagoon restoration project, a 3.1-mile
pedestrian path along the beach, and ADA beach mobility mats and projects to make the coast more
accessible and equitable for beachgoers.

Property Tax Performance Audit

This audit evaluated the City’s internal processes over receiving and recording property tax revenue.
Property tax revenue is the largest source of revenue for the City's General Fund. It helps to fund Citywide
services such as public safety, street maintenance, parks, recreation, and library services. The Financial
Management Department (Financial Management) is responsible for the receipt and recording of property
tax revenue for the City. Over a span of 10 years, the City has reported property tax revenue totaling over
$2 billion. We found that property tax revenue in the City has been growing at approximately the same
rate as the increase in property assessed values. While Financial Management does have
comprehensive policies and procedures, these documents require updates to reflect organizational
changes and added safeguards. Additionally, the Office found that the City’s contract, with its third-party
consultant, was missing detailed language specific to the contract scope and conditions. The Office
recommended Financial Management revise policies to reflect current practices to avoid an over-reliance
on institutional knowledge, update its contract with the third party-consultant to reflect the contract scope
and conditions agreed upon, and utilize the third-party consultant’s service to review property tax receipts
at no extra cost to the City.

Oversight and Management of City Property Performance Audit

The Property Services Bureau (Bureau) in the Economic Development Department oversees City-owned
property including land, buildings, and facilities with a value of $650 million. The Bureau is responsible
for acquiring, leasing, selling, and transferring of City-owned property. Managing property effectively
ensures that residents and stakeholders benefit from City-owned properties. The audit found that the
Bureau does not maintain a comprehensive inventory of all City-owned property, does not follow the
same process when selling property, has few documented procedures for real estate transactions, and
manages 12 leases to non-profit organizations with either zero or one dollar leases. The Office
recommended the Bureau develop a comprehensive inventory of City-owned property, and develop
guidelines around selling property, developing leases, and leasing City-owned property to non-profit
organizations.

Other Accomplishments
City Auditor’s Fraud Hotline
The City Auditor’s Fraud Hotline operates 24 hours per day, 7 days a week and is available to anyone to
report allegations of fraud, waste, or abuse against the City. There are three ways to report fraud tips
anonymously:

1. Phone 1-888-FRAUD-07

2. Online form at www.CityAuditorLauraDoud.com

3. MyAuditor app available at the App Store or Google play

City of Long Beach — City Auditor



FY 24 Accomplishments

The Office reviews all Fraud Hotline tips and takes appropriate action.

The Fraud Hotline is promoted with educational materials. The City Auditor’s Fraud Hotline Report, which
provides information on fraud, tips, and resolution of tips received is distributed to City employees and
the public.

Community Outreach

A top priority for the City Auditor’s Office is communication with the public. To accomplish this, the Office
uses a multi-faceted communications approach. The Office shares information through online channels
such as social media @LBCityAuditor on Facebook, Instagram, and X and through the Office’s website
www.CityAuditorLauraDoud.com, In the Loop email updates, and the MyAuditor app. The Office also
uses performance audit report fact sheets, Fraud Hotline reports, traditional media, events, and speaking
engagements to inform the public of the Office’s work. These outreach channels allow the public to stay
informed on how the Office is working for them, ask questions, and provide direct feedback to the Office.

Disbursements
As required by the City Charter, the City Auditor reviews all disbursements of City funds. The Office is
also responsible for final approval of the City’s wire transfers.

The following Fiscal Year 2024 information illustrates the scope of this work:
e Number of checks reviewed: 51,872

Value of checks reviewed: $538,725,500

Number of EFT Payments: 10,072

Value of EFT Payments: $539,646,476

Number of checks withheld: 208

Value of checks withheld: $26,739,871

Number of wire transfers authorized: 963

Value of wire transfers authorized: $3,550,249,823

In accordance with the City Charter, the City Auditor signs each check that the City issues, including
vendor payments, workers’ compensation claims, and employee payroll checks. Each disbursement is
reviewed to ensure payments are appropriate, timely, authorized, and documented. If there is an issue
with a requested disbursement, payment is withheld until the issue is resolved. No checks, Electronic
Funds Transfer (EFT) payments, or wire transfers may leave the City without the authorization of the
Office.

Wage Garnishments

The Office administers all City employee wage garnishments. The Office managed around 156 active
garnishment files for City employees. Garnishment payments total approximately $45,000 each payroll
period. Additionally, the Office maintains files for around 517 inactive cases. The process is complex due
to unique regulations for each garnishment regarding collection and payment of monies processed.
Currently, the Office manages accounts for over 15 agencies including the U.S. Department of Education,
California Franchise Tax Board, United States Internal Revenue Service and Los Angeles County
Sheriff's Department. The Office keeps current with changing laws, rules, and regulations to ensure that
the City is in full compliance.
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Financial Summary by Category

Actual Adopted* Adjusted** Adopted*
FY 23 FY 24 FY 24 FY 25

Revenues:
Property Taxes - - - -
Sales and Use Taxes - - - -
Other Taxes - - - -
Utility Users Tax - - - -
Franchise Fees - - - -
Licenses, Permits and Fees - - - -
Fines and Forfeitures - - - -
Use of Money & Property - - - -
Revenue from Other Agencies - - - -
Charges for Services - - - -
Other Revenues - - - -

Intrafund Services - - - -
Intrafund Transfers - - - -

Interfund Services - - - -
Interfund Transfers - - - -
Other Financing Sources - - - -

Total Revenues - - - -

Expenditures:
Salaries and Wages 1,481,501 1,916,655 2,017,440 2,084,188
Employee Benefits 861,700 1,146,324 1,192,833 1,270,672
Overtime - - - -
Materials, Supplies and Services 571,382 137,322 137,322 137,322
Interfund Support 136,488 307,300 307,300 350,204
Intrafund Support - - - -
Capital Purchases - - - -
Insurance Premiums and Losses - - - -
Other Non-Operational Expenditures - - - -
Operating Transfers 8,052 - - -
Intrafund Transfers Out - - - -
Purchase of Gas & Water - - - -
Depreciation and Non Cash Expenditures - - - -

Total Expenditures 3,059,123 3,507,601 3,654,895 3,842,386

Budgeted FTEs 18.00 18.00 18.00 18.00

* Amounts exclude all-years carryover.

**Adjusted Budget as of March 31, 2024.

Note: The City is currently maintaining two different financial systems and until a new budget development software is
established, the financial information displayed in the future may have further adjustments.
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Personnel Summary

Classification FY23 | FY24 | FY 25 FY 24 FY 25
Adopt | Adopt | Adopt Adopted Adopted
FTE FTE FTE Budget Budget
City Auditor 1.00 1.00 1.00 266,448 275,167
Assistant City Auditor 1.00 1.00 - 197,149 -
Audit Analyst 3.00 3.00 3.00 259,665 291,428
Deputy City Auditor 3.00 3.00 4.00 463,073 685,282
Executive Assistant 1.00 1.00 1.00 81,208 84,481
Performance Auditor | - - 2.00 - 137,146
Performance Auditor Il 2.00 2.00 1.00 122,055 68,573
Performance Auditor llI 4.00 4.00 3.00 314,269 248,044
Senior Auditor 2.00 2.00 - 164,407 -
Senior Performance Auditor | 1.00 1.00 - 110,566 -
Senior Performance Auditor i - - 3.00 - 316,355
Subtotal Salaries 18.00 | 18.00| 18.00 1,978,839 2,149,666
Overtime - - - - -
Fringe Benefits - - - 1,100,223 1,220,180
Administrative Overhead - - - 46,101 50,492
Attrition/Salary Savings - - - (62,184) (65,478)
Expenditure Transfer - - - - -
Total 18.00 [ 18.00 [ 18.00 3,062,979 3,354,860
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Key Contacts

Laura L. Doud, CPA, CFE, JD
City Auditor

Alvin Chu, CFE
Assistant City Auditor

Tiffany Lam, CPA
Deputy City Auditor

Brittany Ruiz, CPA
Deputy City Auditor

411 West Ocean Boulevard, 8" Floor
Long Beach, CA 90802
Phone: (562) 570-6751

Fax: (562) 570-6167

Fraud Hotline: 1-888-FRAUD 07 (1-888-372-8307)
www.CityAuditorLauraDoud.com
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