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UNDERSTANDING THE BUDGET

BUDGET PROCESS

The budget process begins each year in February when Department Heads prepare estimates of revenues and
departmental expenditures for submission to the Finance Director. The City Manager and Finance Director meet
with each department to review the estimates and discuss requests. From these meetings, the preliminary
budget is developed. The Capital Improvement Budget, which is part of the same document, follows the same
process.

The City Manager is required to submit a preliminary budget to the City Council on or before May 15" of each
year. One or two public workshops are held in May and June to review the budget and receive public input. One
formal public hearing is held in June, prior to budget adoption. The City Council must adopt an annual budget, by
resolution, on or before June 30 for the coming fiscal year (July 1 — June 30). If the budget is not adopted by that
date, the preliminary budget, except for capital outlays, goes into effect until the budget is adopted.

The budget may be amended during the year as necessary. A Midyear Budget Review is conducted in February,
at which time adjustments to revenue estimates and appropriations are made. Expenditures may not exceed
appropriations at the fund level. The City Manager may approve transfers of appropriation within funds; transfers
of appropriations from one fund to another require City Council approval.

Budgets are adopted for all governmental and proprietary funds (see later Explanation of City Funds) on a basis
consistent with generally accepted accounting principles.

BUDGET CONTENT

The following areas offer quick insight into the budget.

City Manager’'s Budget Message

The City Manager’'s message presents the highlights and major changes in narrative form.
Budget Summaries

The Budget Summary contains condensed information on the budget by presenting estimated beginning and
ending fund balances and projected revenues and expenditures for each fund. The Schedule of Revenues by
Fund and the Schedule of Expenditures by Fund show comparisons between the 2004-05 actuals, the year-end
estimate for 2005-06 and the requested amount for 2006-07.

Revenue

A computerized listing of line items entitled “City of Hermosa Beach, Revenue Detail by Fund, 2006-07 Budget”
shows each revenue item, organized by fund. The columns on the report are explained below under “Department
Budgets.”

Personnel Authorizations

These pages present a summary of the City’s authorized personnel by department and provide quick reference to
any new/eliminated positions and the City’s total staffing.

Department Budgets

The Table of Contents lists the pages for all activities separately budgeted. Each Department budget begins with
a department description and a summary of personnel positions. A computerized listing of line items is entitled
“City of Hermosa Beach, Department Expenditure Detail, 2006-07 Budget.”



HOW TO READ THE REPORTS

Numerical columns on the Revenue and Expenditure reports are explained as follows:

Column No. 1 - "2004-05" Received/Expended."

Reflects actual revenue/expenditures for 2004-05 fiscal year

Column No. 2 - "2005-06 Total Budget”
Reflects the revised budget amounts through January 31, 2006

Column No. 3 - “2005-06 Received/Expended Year-to-Date (YTD)”

Reflects the actual revenue/expenditures through January 31, 2006

Column No. 4 - “2005-06 Year End Estimate”

Reflects the department’s best estimate of what revenue/expenditures will be received/incurred through
year-end, June 30, 2006.

Column No. 5 - “2006-07 Department Request”
Represents the 2006-07 Budget Request.

FINANCIAL POLICIES

The City Council has adopted policies for specific funds. The policies are listed here, and again, below with the
applicable fund.

General Fund - Any funds remaining unspent at year-end in the General Fund transfer equally to
the Contingency Fund, Insurance Fund, Equipment Replacement Fund and the Capital
Improvement Fund.

Contingency Fund — The adopted goal is to maintain fund balance equal to 15% of the General
Fund appropriations for economic uncertainties, unforeseen emergencies.

Insurance Fund — The adopted goal is to maintain $3,000,000 in retained earnings for
unanticipated claims and catastrophic losses.

Equipment Replacement Fund — The adopted goal is to maintain retained earnings equal to the
accumulated amount calculated for all equipment, based on replacement cost and useful life of
equipment.

Compensated Absences Fund — The adopted goal is to maintain fund balance equal to 25%
funding for accrued liabilities for employee vacation, sick and compensatory time.

Retirement Stabilization Fund — These funds are set aside for use during periods of unstable
rates.

DEBT SERVICE

The City has chosen not to use long-term debt to pay for capital improvement or infrastructure improvements at
this time, therefore no debt service is shown in the budget.



EXPLANATION OF CITY FUNDS

This section explains the funds shown in the Budget Summary.

Governments use fund accounting; each fund is considered to function as a separate fiscal and accounting entity.
The basis for budgeting in all funds is the same as the fund type basis for accounting in accordance with
generally accepted accounting principles.

GOVERNMENTAL FUNDS - The City uses two fund types to account for governmental-type activity. These are
the General Fund and Special Revenue Funds. The accounting basis for these funds is modified accrual, which
recognizes revenues when measurable and available and expenditures when the liability is incurred.

001 GENERAL FUND The General Fund is the principal operating fund of the City. The estimated fund balance
at 6-30-06 (as presented in the Budget Summary) of $251,197 is designated/reserved as follows:

$ 111,831 Affordable Housing Funds collected (conversion fees) for affordable
housing purposes
9,592 Reserve for Capital Balance of reserve set aside for purchase of Bard Street Garage
Outlay

129,774 Sales Tax Receivable Portion of sales tax accrued for accounting purposes and designated
since funds will not be available until January 2008

$ 251,197

“Designated” is the accounting term for the more commonly used “earmarked”. Reserves, on the other hand,
indicate that the funds are not available for appropriation, usually because of a legal restriction or because they
represent items such as inventory or fixed assets. Funds available in the General Fund at the end of the fiscal
year automatically transfer to the Equipment Replacement Fund, Insurance Fund, Contingency Fund and Capital
Improvement Fund (1/4 each).

SPECIAL REVENUE FUNDS - A Special Revenue fund is used to account for the proceeds of specific revenue
sources that are restricted or earmarked for specific purposes.

105 LIGHTING/LANDSCAPING FUND
Funds of the benefit assessment district, created pursuant to Street and
Highway Code 22500-22679, are expended for lighting/median
maintenance and are accounted for in this fund.

115 STATE GAS TAX FUND

City share of state gasoline tax restricted for use on public streets.
Restricted Transportation Development Act (TDA) funds from
Metropolitan Transit Authority (MTA) are also held in this fund.

117 AB939 FUND

Recycling fees generated in connection with solid waste collection are
used to implement a Source Reduction and Recycling Element and a
Household Waste Element of the General Plan.

119 COMPENSATED ABSENCES FUND

Funds set aside to provide for liabilities associated with vacation time,
sick time, etc. accumulated by employees. These funds are invested but
interest is not allocated to this fund. The City Council's adopted funding
level for liabilities is 25%.

121 PROP A OPEN SPACE FUND

Funds generated by passage of the L.A. County Safe Neighborhood
Parks Bond Act by county voters for the purpose of improving parks and
recreational facilities. Interest is not allocated to this fund because City
funds are advanced, then reimbursed by this grant.



122 TYCO FUND

123 TYCO TIDELANDS FUND

125 PARK RECREATION
EACILITY TAX FUND

126 4% UTILITY USERS TAX
RAILROAD RIGHT OF WAY FUND

127 BUILDING IMPROVEMENT FUND

(Formerly the 6% UUT Fund)

135 BAYVIEW DRIVE DISTRICT
ADMINISTRATIVE EXPENSE FUND

136 LOWER PIER ADMINISTRATIVE
EXPENSE FUND

Funds received from an easement granted for construction of a
transpacific, submarine fiber optic cable system originating in Japan with
a landing in Hermosa Beach. The project will provide additional capacity
for global voice and data transmission.

Funds set aside according to the Tyco easement agreement to construct
one new bathroom and repair three existing bathrooms at the beach.
Remaining funds are to be used for renovations, repair or improvement
of the pier or beach.

Accumulation of subdivision fees and park, recreation facility tax fees on
new dwellings. Generally, the funds are to be used for acquisition,
improvement and expansion of park or recreational facilities. Funds
cannot be used for maintenance.

Funds remaining from 4% Ultility User Tax used to purchase 19.5 acres
of open space property. Remaining funds will be used for acquisition
and maintenance of open space.

This fund is used to provide ongoing funds for maintenance and building
improvements.

This fund temporarily holds funds for payment of administrative
expenses for the assessment district. These funds are invested but
interest is not allocated to this fund because it is not required by the
bond documents.

This fund temporarily holds funds for payment of administrative
expenses for the assessment district. These funds are invested but
interest is not allocated to this fund because it is not required by the
bond documents.

137 MYRTLE DISTRICT ADMINISTRATIVE

EXPENSE FUND

Funds collected from utility undergrounding assessments in the Myrtle
Avenue Undergrounding District for administration are deposited in this
fund. Costs incurred by the City or its Fiscal Agent in administration of
the assessments are paid from these funds.

138 LOMA DISTRICT ADMINISTRATIVE

EXPENSE FUND

Funds collected from utility undergrounding assessments in the Loma
Drive Undergrounding District for administration are deposited in this
fund. Costs incurred by the City or its Fiscal Agent in administration of
the assessments are paid from these funds.



139 BEACH DRIVE ASSESSMENT DISTRICT

ADMINISTRATIVE EXPENSE FUND

140 COMMUNITY DEVELOPMENT
BLOCK GRANT FUND

145 PROPOSITION A FUND

146 PROPOSITION C FUND

150 GRANTS FUND

152 AIR QUALITY
IMPROVEMENT FUND

153 SUPPLEMENTAL LAW
ENFORCEMENT SERVICES FUND

This fund temporarily holds funds for payment of administrative
expenses for the assessment district. These funds are invested but
interest is not allocated to this fund because it is not required by the
bond documents.

Funds received from participation in the federal block grant program.
Projects must be approved by the County Community Development
(CDC) Commission. Interest is not allocated to this fund because City
funds are advanced, then reimbursed by this grant.

Portion of sales tax (currently ¥%2%) distributed to cities on a population
basis for public transit purposes.

Voter-approved 2% sales tax for transit purposes. Funds may be used
for street improvements on bus routes.

State and federal grants for specific projects are accounted for in this
fund. Interest is not allocated to this fund because City funds are
advanced, then reimbursed by these grants.

Funds collected by the Department of Motor Vehicles and distributed to
cities on a population basis for use in reducing air pollution.

Funds received from the Citizen's Option for Public Safety (COPS)
program, established by the State legislature in fiscal year 1996-97, are
accounted for in this fund. Funds must be used for front line municipal
police services and must supplement and not supplant existing funding.

154 CALIFORNIA LAW ENFORCEMENT

EQUIPMENT PROGRAM FUND

156 TASKFORCE FOR REGIONAL
AUTO THEFT PREVENTION (TRAP)

160 SEWER FUND

Funds received from the state for the purchase of high technology law
enforcement equipment.

Funds provided by a $1 fee on vehicle registration implemented by the
Los Angeles County Board of Supervisors for a program to deter,
investigate and prosecute vehicle theft in Los Angeles County.

Funds derived from a portion of the 6% Utility User Tax and
miscellaneous service charges are spent on the Sewer/Storm Drain
Department and capital sewer projects.



170 ASSET FORFEITURE FUND

Funds seized as a result of illegal activity and forfeited to the Police
Department. Funds must be used for law enforcement purposes to
supplement, not replace or decrease existing appropriations.

180 FIRE PROTECTION FUND

Fire flow fees collected are used to upgrade and enhance the fire flow
capabilities of the fire protection system.
198 RETIREMENT STABILIZATION FUND

Funds set aside by the City Council for use when retirement rates are
unstable and have therefore increased beyond expectations.

199 CONTINGENCY FUND

"Rainy day" funds set aside for unforeseen emergencies, unexpected
economic events, etc. The City Council adopted goal is 15% of
appropriations.

301 CAPITAL IMPROVEMENT FUND

Funds set aside for Capital Improvement Projects.

302 ARTESIA BOULEVARD
RELINQUISHMENT FUND

Funds received from California Department of Transportation
(CALTRANS) for relinquishment of the portion of Artesia Boulevard in
Hermosa Beach.

303 BEACH DRIVE 2 UNDERGROUNDING

DISTRICT IMPROVEMENT FUND

Funds advanced by the City for formation costs of a potential
undergrounding district. If the district residents vote to form the district,
funds advanced by the City will be recovered.

307 MYRTLE UTILITY UNDERGROUNDING
DISTRICT IMPROVEMENT FUND

Proceeds from the sale of bonds for utility undergrounding in the Myrtle
Avenue District. The bonds are secured by real property in the district
and repaid from assessments against the property. The City is not
obligated in any way with respect to the bonds.

309 BAYVIEW DRIVE UTILITY UNDERGROUNDING
DISTRICT IMPROVEMENT FUND

Proceeds from the sale of bonds for utility undergrounding in the
Bayview Drive District. The bonds are secured by real property in the
district and repaid from assessments against the property. The City is
not obligated in any way with respect to the bonds.

311 BEACH DRIVE UTILITY UNDERGROUNDING
DISTRICT IMPROVEMENT FUND

Proceeds from the sale of bonds for utility undergrounding in the Beach
Drive District. The bonds are secured by real property in the district and
repaid from assessments against the property. The City is not obligated
in any way with respect to the bonds.



312 PROSPECT UTILITY UNDERGROUNDING
DISTRICT IMPROVEMENT FUND

Funds advanced by the City for formation costs of a potential utility
undergrounding district. If the district residents vote to form the district,
funds advanced by the City will be recovered.

PROPRIETARY FUNDS - Two fund types are used to account for a government’s business-type activities, or
those that receive a significant portion of their funding through user charges. These are the Enterprise Fund and
the Internal Service Fund. The basis for accounting in these funds is full accrual, which recognizes revenue and
expenses as they occur, not when they are received or spent. Fixed assets (land, equipment, etc.) are
accounted for in these funds.

ENTERPRISE FUNDS - The Enterprise Fund is used to account for operations that are financed and operated in
a manner similar to private business enterprises, or where the governing body has decided that periodic
determination of revenues earned, expenses incurred, and/or net income is appropriate for capital maintenance,
public policy, management control, accountability, or other purposes.

109 DOWNTOWN ENHANCEMENT
FUND

Funds generated from downtown parking lots and parking structure. Lot
management is contracted to a private firm. Funds generated by the
parking structure are shared with the County of Los Angeles, which
funded the construction of the parking structure.

INTERNAL SERVICE FUNDS - The Internal Service Fund is used to allocate the cost of providing certain
centralized services among different funds. These funds are invested but interest is not allocated to these funds.

705 INSURANCE FUND

The Insurance Fund is an Internal Service Fund which pays all costs of
liability, workers’ compensation, unemployment, and property insurance
with funds generated by service charges to all departments. Service
charges are calculated based on separate formulas for each type of
insurance. The City Council's goal for retained earnings is $3,000,000.
(See Appendix for details)

715 EQUIPMENT REPLACEMENT FUND

The Equipment Replacement Fund is an Internal Service Fund
established to provide ongoing funds to replace assets at the end of the
asset's useful life.  Vehicles, heavy equipment, communications
equipment (computers and radios) and business machines are included
in the fund. The City Council’s goal for retained earnings is the
“accumulated amount” calculated and shown in the Equipment
Replacement Schedules. (See Appendix for details)

FIDUCIARY FUNDS - Governments often hold or manage financial resources in a trustee or agency capacity. A
trust or agency fund type is used to account for a government’s fiduciary activities. The City's fiduciary funds are
all agency funds, with a modified accrual basis of accounting.

AGENCY FUNDS - The Agency fund is used in situations where the government plays a limited financial
management role on behalf of a third party.



609 BAYVIEW DRIVE ASSESSMENT
DISTRICT REDEMPTION FUND

This fund is used to account for special assessment collections and debt
service for the Bayview Drive Assessment District Bonds.

610 LOWER PIER DISTRICT
REDEMPTION FUND

This fund is used to account for special assessment collections and debt
service for the Lower Pier Avenue Assessment District Bonds.

611 BEACH DRIVE ASSESSMENT DISTRICT
REDEMPTION FUND

This fund is used to account for special assessment collections and debt
service for the Beach Drive Assessment District Bonds.

612 BEACH DRIVE ASSESSMENT DISTRICT
RESERVE FUND

This fund is used to account for a reserve set aside for the Beach Drive
Assessment District Bonds.

617 MYRTLE AVENUE ASSESSMENT
FUND

This fund is used to account for special assessment collections and debt
service for the Myrtle Avenue Utility Undergrounding District Bonds.

618 LOMA DRIVE ASSESSMENT
FUND

This fund is used to account for special assessment collections and debt
service for the Loma Drive Utility Undergrounding District Bonds.

619 BAYVIEW DRIVE RESERVE
FUND

This fund is used to account for a reserve set aside for the Bayview
Drive Assessment District Bonds.

625 OTHER POST EMPLOYMENT

BENEFITS FUND

Funds set aside to meet the annual required contribution for retiree
medical payments.
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June 13, 2006
Honorable Mayor and Councilmembers:

Presented herein is the Adopted FY 2006-07 Combined Operating and Capital Budget.
Overview

This is the second year that the budget has been prepared without having to be concerned
with whether or not the state legislature might be considering using local government
revenues to balance its budget. In fact, the compromise that the legislature recently
approved will allow the voters of California to decide if a significant effort will be made on
improving the state’s infrastructure. If the transportation bonds pass, the city will receive a
portion of those funds to use on local streets. These actions allow the City Council to be
responsive to the needs of our residents, businesses and visitors by using local revenues to
fund local programs.

The budget sets the work plan for the city for the coming year. It sets the service levels that
will be provided and details the investments that will be made in the city. The budget
approval process also reviews existing programs and looks to the future on ideas, proposals
and programs that may be needed to address the needs of the city.

The budget, as presented, is balanced. It is again proposed that we cover around 50% of
the increased cost in the retirement system from the Retirement Stabilization Fund. The
amount that will be used this year is $187,000. This compares with a transfer of $600,000
last year. It appears that the rates have stabilized which will really help in the long run. The
Retirement Stabilization Fund will continue to have a balance should it be necessary to use
it again in the future.

The budget also adds radios and other communication equipment to the Equipment
Replacement Fund for the first time. Staff is hopeful that at Midyear Budget Review there
will be sufficient funding to set up a Building/Facility Maintenance Fund. This would help
plan and allocate funding as the buildings and facilities need repairs and maintenance.

Sales tax growth will be almost flat again this year as we continue to see the loss of the
BMW store. The site is now partially used for the new Lotus Dealership, (which will add
some sales tax) and the Planning Commission will be considering a hotel/residential project
on the remainder of the site, probably in August, which will also provide some additional
sales tax, Transient Occupancy Tax (TOT), and property tax if approved and built. Other
commercial properties are also changing use or tenants. In the past, this most often has
had a negative impact on city revenues. It is important that each of the properties be
viewed with as much flexibility as possible so that the city continues to receive the revenue
from them to provide the service level that is expected in the future.

Property tax is estimated to grow at the rate of around 8%. This has been on-going growth

revenue and even though there has been some discussion in the media about a slow down
in this sector of the economy, it is not reflected yet in the expected revenue for this fiscal
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year. The information that follows goes into some detail about each of the major sources of
revenue for the city.

Revenue Trends and Assumptions

Since the General Fund pays for the majority of operating expenses, this analysis of
revenue and expenditures will focus on that fund. Most of the revenue in the other funds is
either grant funds or other one-time funds, which are restricted by use; therefore an overall
comparison is not meaningful.

Total revenue for the General Fund is estimated at $24.7 million. Revenue estimates
predict an increase of 6% over year-end estimates for 2005-06. Adjusting for the one-time
repayment of vehicle license fees taken by the State in 2003-04 (received in 2005-06),
revenue growth is 7%. Current volatility in sales tax and utility user taxes, discussed below,
underscores the need for our Contingency Fund. The fund balance in that fund is right on
target with our goal of 15% of appropriations.

Secured Property Tax
For the past two years, the State took

Secured Property Tax
property tax from Hermosa Beach in the 1994 - 2007

amount of $326,429 each year. Known

as ERAF llI, the provision shifted $1.3 ggggggg
billion in property taxes from local 4000000 ’é

government to the State for the

Education Revenue Augmentation 2000008 R
Fund (ERAF) over two fiscal years, e
2004-05 and 2005-06. Q".)'O)Q’chg’)g%bgcg\gq%gq’%'QQQ'QQ\IQQ'VQQ%DQVQ@@/\@

@@\9«9\9\9@@(9’9’9’9@%@
Since that reduction is over, the PP

estimate for current year secured
property tax revenue adds back the reduction amount of $326,000 and assumes an
increase of 8%, reflecting continued strength in the housing market in the beach area. As
is shown by the trend line, property tax continues to be a stable source of revenue for the
City.

Current Year Secured property tax shown in the trend line here represents 30% of total
General Fund revenue. Total Property Taxes are shown in the pie chart in the Revenue
section of the budget and equal 39% of General Fund revenue. Please also refer to the
Property Tax Dollar Breakdown chart that shows how property tax is distributed among
agencies.

Property Tax In Lieu of Vehicle License Fees During fiscal year 2003-04, the State
dropped the Vehicle License Fee (VLF) from 2% of vehicle value to .67

Beginning in 2004-05, cities continued to receive the .67% portion of the fee directly from
the State however they have backfilled the 2% to .67% VLF reduction with an additional
allocation of local property tax from County ERAF funds. This is the amount that is
identified as Property Tax In-Lieu of Vehicle License Fees in the Revenue Detail by Fund
Report. In the future, the revenue may be merged with property tax revenue since from
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2005-06 on, measurement and growth will be based upon assessed valuation instead of the
original VLF valuation. It has been left as a separate line item at this time for presentation
purposes and is included in the Property Tax Category in the pie charts in the Revenue
section.

Sales Tax Sales tax is virtually flat, with a slight 2% increase estimated for 2006-07. The
known loss of the BMW dealership, with some replacement from new Lotus and other high
end “pre-owned” vehicle sales on a portion of the BMW site and the expected loss of
Albertson’s make sales tax projections difficult. What development, if any, takes place on
the Albertson’s site and the remainder of the former BMW site, will have a distinct impact on
the future sales tax base.

Sales Tax Until State deficit reduction bonds are
1994 - 2007 paid_ off, you_WiII conti_nue to see the .
line item entitled “In Lieu Sales Tax” in
3,000,000 the revenue accounts. This is the
2,500,000 amount of the “Triple Flip” which
%288'888 ] resulted from the Governor’s ballot
1,000,000 measure to finance 2002-03 and
500'008 - 2003-04 state budget deficits. Sales
55 %5 o 5 D S o > s o tax was taken from local governments
q@%@@%@é\9@,9%0)9@9@%&&%@&@2\6’ to guarantee State debt in order to
VRIS PP PP P obtain a more favorable investment
v category and thereby a lower rate of
interest. The funds will be paid back

_ , to local governments, using the
Note: For chart presentation purposes, Sales Tax and In Lieu . .
Sales Tax were combined. property tax schedule, which is less

advantageous for cities since property
tax is paid less often than sales tax. Supposedly, there will be no actual loss to the city of
the principal amount; there will be lost investment opportunity however, due to the cash flow
impact. Due to the change in the remittance schedule, a portion of the fourth quarter sales
tax is not received until seven months after fiscal year end; therefore the estimated amount
of $129,774 must be earmarked in the General Fund since it is not available for
appropriation.

Sales tax represents 9% of total General Fund revenue. The State sales tax rate for Los
Angeles County is currently 8 1/4%, distributed as follows: 6% State; 1% City of Hermosa

Beach (or city point of sale, generally), County -
Transportation 1/4%, Proposition A Ut'llétgAfUS;OrO;ax
Transportation 1/2%, Proposition C _
Transportation 1/2%.

3,000,000
Utility User Tax Ultility user tax (UUT), which 2,500,000 p————
: o 2,000,000 7@‘;
applies to use of electricity, gas, water, cable, 1500000 4
and telecom comprises 11% of General Fund 17288,888
revenue. The tax rate is 6%. $700,000 of the ) . ——

revenue is transferred to the Sewer Fund for

S N I Y N M R N W ¢
: ; R A SRR RN RN AN AN NN R0
sewer operations and maintenance. ¥ PG DI F Ko
p' \9\9\9\9\9\9\9(\9@@@@@9@9
As shown in the chart, revenue has been DRGNS

stable, with the exception of 1999-2000, when
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long distance and out of state telephone use ceased to be subject to the tax.

The revenue estimate, which is the same for 2005-06 and 2006-07, is a decline of 3% from
2004-05. There was tremendous growth from 2002-03 to 2003-04, primarily in the
telecommunications portion of the tax. With all of the technological changes in the area of
telecommunication, the stability in this portion of the tax may be questionable.

Transient Occupancy Tax (TOT) The transient occupancy tax or “hotel tax” represents 6%

of General Fund revenue. The 2005-

06 and 2006-07 estimates are 5%
over 2004-05, as is the occupancy for 1994 - 2007
the first half of 2005-06.
Recreation Program Revenue 2,000,000
L 1,500,000
Increases The following increases, 1.000.000 -/
which are consistent with neighboring 500,000
cities, are proposed: o _ @
e Recreation Program qu'q:v%(g?zb?g\92%5”2qu6°2\;6§1;°2%9:»:§>‘<§\‘<;°&
Transaction Fee — Add $5 to PRI P "%@'@Q"
change the fee from $10 to v

$15
e Summer Camp Fee — Increase fee $30 per week per participant
e Park Reservation Fee — Include $20/hour rental and $25 for Bounce House
e Youth Sports Administrative Fee - $10 per player

Expenditures

Overall expenditures in the General Fund are budgeted at $24.7 million, which is an
increase of about 5% over 2005-06 year end estimates.

Personnel
There are no significant changes proposed in service levels for any of the departments.
Proposed personnel changes are summarized below:

e Addition of Recreation Coordinator in Community Resources, with cost being offset
by program revenue increases

e Increase the Clerk Typist in Community Resources from 68.75% to 100% (full time)

o Delete two Information Systems Technician positions, with services to be provided
via private contract

e Add premium pay for Special Events Coordinator to an existing Fire Department
position
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Since all labor negotiations are concluded, salary and benefit increases for all groups are
included. Police Safety salaries increased by 6%, with salaries/benefits for all other groups
increasing by 5%.

Lighting/Landscaping District

The Lighting and Landscaping Assessment District will not generate enough revenue from
the property tax assessment to cover its costs in 2006-07, as evidenced by the estimated
deficit of $166,801 at 6/30/07. The City Council approved proceeding with a mailed ballot
election; the public hearing to receive ballots is set for July 25, 2006.

Funding for Retiree Health Benefits

Funds are budgeted in a separate fund (Other Post Employment Benefits Fund) to make the
Annual Required Contribution, as determined by the last actuarial study, for employees
groups who have these benefits. A new study will be done in 2006-07.

While there is no accounting requirement currently that requires recording of the liability for
these other post employment benefits (OPEB), the City will be required in 2007-08 to
comply with new reporting standards. The reporting requirement will be similar to standards
for reporting our retirement costs. By funding this Annual Required Contribution, and setting
aside funds, which will be held in trust, the City is meeting its contribution requirement, as
we do with CalPERS.

Capital Improvements

In our continuing effort to improve our streets, parks, sewers and buildings, this budget
includes a total of $5.9 million in funding for proposed capital projects. The most notable
project is Pier Avenue, from Hermosa Avenue to Pacific Coast Highway, which will include
reconstruction of the existing pavement, curbs and gutters and widening of the sidewalks.
Also included is Phase | of the much needed Public Works Yard Renovation.

All significant changes in fund balances shown in the Budget Summary are due to capital
improvement project expenditures, which is the intended purpose of these funds. There
have been no significant changes in the revenue stream for these funds.

I would like to thank all the Department Directors for their work and the Finance Department
staff and Finance Director, Viki Copeland for putting the budget together. This has been an
extremely difficult year to develop a budget to present to the City Council and | really
appreciate the extra effort that has been made by all involved.

Respectfully submitted,

Stephen R. Burrell
City Manager
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CITY OF HERMOSA BEACH BUDGET SUMMARY
2006-07 BUDGET

TASKFORCE FOR
REG AUTOTHEFT ASSET SEIZURE/ FIRE

PREVENTION FORFEITURE PROTECTION
FUND FUND FUND
156 170 180

ESTIMATED REVENUE

Taxes $0 $0 $0 $0
Licenses/Permits $0 $0 $0 $0
Fines/Forfeitures $0 $0 $10,750 $0
Use of Money/Property $0 $53,836 $1,429 $11,020
Intergovernmental/State $0 $5,310 $0 $0
Intergovernmental/County $144,035 $8,000 $0 $0
Intergovernmental/Federal $0 $0 $0 $0
Current Service Charges $0 $43,352 $0 $0
Other Revenue $0 $6,750 $0 $104,650
TOTAL ESTIMATED REVENUE $144,035 $117,248 $12,179 $115,670
INTERFUND TRANSFERS IN $0 $700,000 $0 $0
ESTIMATED FUNDS AVAILABLE $144,035 $817,248 $12,179 $115,670
ESTIMATED FUND BALANCE

7/1/06 $0 $170,906 $17,728 $100,851
TOTAL FUNDS AVAILABLE $144,035 $988,154 $29,907 $216,521
APPROPRIATIONS

Operating Budget $144,035 $720,189 $0 $0
Capital Outlay $0 $23,000 $0 $0
Capital Improvements $0 $239,603 $0 $91,500
TOTAL APPROPRIATIONS $144,035 $982,792 $0 $91,500
INTERFUND TRANSFERS OUT $0 $0 $0 $95,021
TOTAL APPROPRIATIONS/TRANSFERS OUT $144,035 $982,792 $0 $186,521

ADJUST FUND BALANCE FOR
FIXED ASSET ADDITIONS *

[ESTIMATED FUND BALANCE 6/30/07 $0 $5,362 $29,907 $30,000 ||

Available Fund Balance 6/30/07
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CITY OF HERMOSA BEACH BUDGET SUMMARY
2006-07 BUDGET

RETIREMENT CAPITAL ARTESIA BLVD

STABILIZATION  CONTINGENCY IMPROVEMENT RELINQUISHMENT
FUND FUND FUND FUND
198 199 301 302

ESTIMATED REVENUE

Taxes $0 $0 $0 $0
Licenses/Permits $0 $0 $0 $0
Fines/Forfeitures $0 $0 $0 $0
Use of Money/Property $78,820 $103,381 $201,715 $20,778
Intergovernmental/State $0 $0 $0 $0
Intergovernmental/County $0 $0 $0 $0
Intergovernmental/Federal $0 $0 $0 $0
Current Service Charges $0 $0 $0 $0
Other Revenue $0 $0 $0 $0
TOTAL ESTIMATED REVENUE $78,820 $103,381 $201,715 $20,778
INTERFUND TRANSFERS IN $0 $0 $175,000 $0
ESTIMATED FUNDS AVAILABLE $78,820 $103,381 $376,715 $20,778
ESTIMATED FUND BALANCE

7/1/06 $1,048,387 $3,607,298 $1,770,240 $119,640
TOTAL FUNDS AVAILABLE $1,127,207 $3,710,679 $2,146,955 $140,418
APPROPRIATIONS

Operating Budget $0 $0 $0 $16,000
Capital Outlay $0 $0 $0 $0
Capital Improvements $0 $0 $1,783,492 $117,954
TOTAL APPROPRIATIONS $0 $0 $1,783,492 $133,954
INTERFUND TRANSFERS OUT $186,857 $0 $0 $0
TOTAL APPROPRIATIONS/TRANSFERS OUT $186,857 $0 $1,783,492 $133,954

ADJUST FUND BALANCE FOR
FIXED ASSET ADDITIONS *

[ESTIMATED FUND BALANCE 6/30/07 $940,350 $3,710,679 (e) $363,463 (e) $6,464 |

(e) RESERVES:
Advance to Utility Districts
$200,000

Storage Lot Loan (reduced by lease revenue) ($486,347)
Available Fund Balance 6/30/07 $940,350 $3,224,332 $163,463 $6,464
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