
STAFF REPORT

Meeting Date: March 1, 2016

To: Honorable Mayor & City Council

From: Don Rhoads, Director of Administrative Services / CFO

Don Harrison, Budget and Revenue Officer

Subject: Fiscal Year 2015/16 Mid-Year Budget Status Report

INTRODUCTION
It is a good financial management practice to periodically review the City’s fiscal status
throughout the year. This report is intended to provide the City Council with highlights
regarding the status of the General Fund budget at the half-way point in the fiscal year. A more
detailed presentation will be made at the March 1 Study Session.

The City’s 2015/16 adopted General Fund budget included estimated revenues of $212.6 million,
and so far this fiscal year some major revenue sources are coming in above expectations and some
below as will be described below. In addition, with a revised budget of $201.9 million, General
Fund expenditures through December 31, 2015 were slightly under budget at $92.1 million, or
46% of budget spent.

DISCUSSION

Revenues

Overall mid-year revenues are coming in modestly over budget. It is projected that revenues at
year-end will exceed budget by about $5.2 million or about 2.5%.
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General fund Revenue

Original Revised
FY2015/16 FY2015/16 Percent

Revenue Type Estimate Estimate Change

Property Tax $ 49,610,000 $ 52,000,000 4.8%
Sales Tax 32,500,000 34,000,000 4.6%
TOT 39,140,000 38,000,000 -2.9%
Business Tax 44,000,000 45,000,000 2.3%
Other Revenue 47,343,341 48,873,000 3.2%
Total $ 212,593,341 $ 217,873,000 2.5%

Property Tax

The County Assessor’s Office reported this past summer that the assessed valuation for the City of
Beverly Hills increased by 9.1% - the second highest year-over-year percentage increase in
assessed valuation in the county, after the City of West Hollywood. Property Tax was originally
estimated to increase by about 2.5% over FY 2014/15 projected revenue. As result this revenue is
now expected to increase an additional $2.4 million over the original estimate. Home values
continue to rise in the City resulting in continued improvement of property tax revenue.

Sales Tax

Sales tax revenue is somewhat quirky this year, in that with the wind down of a state program for
financing their debt using a portion of cities sales tax dollars, known as the “Triple Flip,” the City
will see extra revenue as the full 1% allocation returns to the City in the last quarter of the year.
This amounts to an increase of about $2 million in the direct sales tax revenue for that quarter.
For FY20 16/17 the “Triple flip” will no longer exist and the City will receive its full, regular and
timely sales tax revenues. Because of this additional sales tax payment from the state, for the fiscal
year we are now projecting an increase of $1.5 million in sales tax revenue, a 4.6% increase over
the original estimate.

Transient Occupancy Tax (TOT)

TOT revenue is showing a very slight increase year-to-date versus the same period last fiscal year.
This is primarily due to constmction and renovation. One hotel has under gone major
renovations and until January had a significant portion of rooms unavailable for guests. Another
hotel removed several rooms from availability due to renovation of its restaurant. A third hotel is
located adjacent to major construction which may be having an impact on occupancy levels. To
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date, through taxes due for December’s lodging, TOT is up about $150,000 or 0.9% versus last
fiscal year. While the major construction continues, the renovations of the hotel rooms and the
hotel restaurant are completed and all affected rooms are now available for occupancy. As a
result, we expect TOT for the second half ofthe year to increase by about 5% over the same period
last year. This will result in an increase in TOT of 2.1% in FY 2015/16 versus FY 2014/15,
resulting in this revenue coming in 2.9% below the original projection.

Business Tax

Business taxis always the most difficult of the four major revenues to project at this time of year
because of its January 31 due date and the uncertainty of how many delinquent accounts will be
made current between now and the end of the year. However, based on 95% of original projected
revenue being received to date, we are estimating an additional 2.3% increase or additional $1
million in business tax revenue.

Other Revenue

Other revenue consists of all the remaining smaller General Fund revenue accounts. This year
permits and licenses revenue is mostly flat and is expected to come in at original estimate.
Charges for Services revenue is expected to increase by about 13% over original estimate, property
tax in-lieu of vehicle license fees is up about $275,000 or 7%. Use of money and property is likely
to come in under budget due to the reduction of oil royalties due to the drop in oil prices.
Overall, Other Revenues are expected to end the fiscal year about $1.5 million or 3.2% over
original estimates.

Expenditures

General Fund expenditures are presented below by department or special function. Overall, mid
year expenditures are equal to 46% of the $202 million revised General Fund budget, which is on
par with mid-year expenditure patterns in past year. Note that the Policy & Management
department shown below includes the $6.3 mfflion Tourism & Marketing budget. Some
expenditures in this program, such as for the holiday program and Conference and Visitors
Bureau, are largely expended in the first half of the year, which accounts for the slightly higher
percentage spent in that department through mid-year.
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General Fund Expenditures

Through December 31, 2015

Revised Budget Actual
Policy & Management $7,208,218 $4,720,668 65%
Administrative Services 1,914,351 821,492 43%
Police 58,274,711 27,737,344 48%
Fire 37,239,910 17,781,081 48%
Community Development 17,931,709 7,696,825 43%
Public Works Services 14,695,363 6,481,754 44%
Capital Assets Department 3,490,207 1,261,323 36%
Community Services 43,956,756 20,862,728 47%
Non-Departmental 17,213,461 4,773,680 28%

$20 1.924,686 $92,136.895 46%

General Fund Available Balance

The available, unallocated portion of General fund balance as of the end of last fiscal year
amounted to $34.6 million as shown in the schedule below. After allowing for $1.56 million in
appropriations from the General Fund available balance this fiscal year so far to provide funding
for programs such as animal control, police recruitment and liability claims, the current available
balance is just over $33 million.

General Fund Available Balance

Total General Fund Balance - June 30, 2015 $ 146,187,095

General Fund reserves

Economic/Contingency Reserve 85,324,577
Budget stabilization 5,000,000
Long-term receivables 15,566,903
Encumbrances 1,190,697
Pension unfunded liabilities 4,500,000
Total Reserves 111,582,177

Available Fund Balance - June 30, 2015 34,604,918
20 15/16 budget appropriations to date 1,560,964

Current General Fund Available Balance $33,043,954
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A number of important initiatives and projects have been proposed or are under way that the
Council could choose to fund, or partially fund with these unallocated funds in the General Fund.
A list of some of these projects is presented below for Council consideration. Based on Council’s
input and direction, the funding for some of these projects could then be folded into the
upcoming budget process for fiscal year 20 16/17.

Potential Projects to be funded from
General Fund Available Balance

Land acquisition $10,000,000
336 Foothill renovation 5,000,000
Fiber to the Premise 10,000,000
Beverly Gardens Park matching funds 1,000,000
Cabrillo/Coldwater reservoir 800,000
Purple pipe to Santa Monica Blvd 2,200,000
Mobile Command Center 400,000
Budget Stabilization Reserve 1,000,000
Retiree medical unfunded liability 500,000
PERS unfunded liability 500,000

Total $31.400,000

A more detailed presentation of the City’s fiscal status will be presented at the March 1 Council
Study Session. In addition, the Proposed FY 20 15-16 Budget will be delivered to the City Council
in late April, followed by several Budget Study Sessions in May.

Don Harrison Doil
Budget & Revenue Officer Director of Administrative Services /CFO
Management, Budget & Approved By

Revenue Approval
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