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August 2, 2011 
 
Members of the City Council: 
 
Pursuant to the Long Beach City Charter, I am transmitting the Mayor’s Recommendations on 
the City Manager’s structurally balanced budget for Fiscal Year 2012 (FY12).  
 
I would like to thank City staff for their hard work in developing a balanced budget under 
difficult circumstances and again providing direction to best perform our core functions as a 
government. 
 
While Long Beach maintains a high credit rating, confirmed recently as AA by Fitch, the 2008 
financial collapse built increasing costs into our pension obligations and the State’s short-sighted 
decision to eliminate local redevelopment’s investment power and job creation functions will 
strain the General Fund going forward. As if all that weren’t enough, in the days that followed 
the passage of the State budget, it became apparent that an additional takeaway by the State to 
cover its debts meant Long Beach had to slash $1.7 million more from the General Fund for 
FY12, increasing the shortfall we needed solutions for to $20.3 million. 
 
These past two years, we have been waging a war of attrition, with each ensuing year requiring 
additional cuts to service levels.  We cannot afford to continue on this path.  We must find a way 
to reach structural balance and further invest in our infrastructure. 
 
This year presented the most challenging fiscal and budgetary environment in my time as Mayor 
but has, in recent days, also provided the single most significant step to our long-term fiscal 
health in the form of a tentative agreement with the Police Officers’ Association that cuts 
pension costs and, if it were to be mirrored by our other employee groups, eliminates structural 
deficits by the end of FY 13 based off current projections. 
 
With those developments as context, I will focus on three issues in this year’s Budget Message 
that will be core issues driving costs and affecting decisions on revenue allocation for the 
foreseeable future. 

 
1) Escalating Pension Costs 

 
In this war of attrition I mentioned earlier, there are two interconnected, driving forces. 
Simply put, pension benefits are too costly and not sustainable. This is not to point 
fingers at any of our city workers or the quality of job they do – it is just plain math.   
And I cannot say it enough: sustainable pension benefits are in everyone’s best interests.   
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I have been outspoken on this issue and believe that bringing pensions in line with fiscal 
reality is essential for our future and imperative to achieve honest structural balance. 
 
It is important to remember that these benefits were increased when the City appeared to 
have a windfall of revenue from an over-funded, or as some described “super funded”, 
account at PERS.  

 
In the early part of the last decade, the City made no payment for several years into the 
PERS system.  Hindsight would have urged us to build a reserve or make a payment in 
case circumstances changed.  We did neither. Not only did the City increase pension 
benefits going forward but also made the increases retroactive to be inclusive of all the 
years employees had worked.  The spending of the “windfall” is the single largest cause 
of our present difficulties.  Current projections show our pension costs doubling between 
FY05 and FY 14 -- up to $102 million annually.  Even with outsized market returns of 
the past 18 months, the future holds more cost increases, casting a decidedly dark cloud 
for years to come.   
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

2)  Addiction to the current price of oil 
 

Oil operations continue to be a source of revenue for the City. The City’s Department of 
Gas & Oil has administered citywide oil operations since the beginning of the century in 
two broad geographical areas: Uplands and Tidelands.  Upland oil field funds may be 
used in the General Fund; Tidelands oil revenues, including those from the Harbor 
district, may only be used in the state-designated Tidelands area for specific purpose 
under California law.  
 
“Long Beach crude” has, in relative terms, proven expensive to extract. Thus, in very 
broad terms, when gross oil proceeds drop, the production levels among Long Beach’s 
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wells are also likely to fall.  Additionally, as with any commodity, fluctuations are 
dependent on innumerable global factors that we in the City have very little control over.   
 
Simply put, oil is a volatile commodity.  The chart below demonstrates the historical 
price, by month, of Long Beach crude:   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

One only need review the history of oil prices and its rapid fluctuations to know that it 
cannot be counted upon as stable revenue.  

 
Last year, oil was budgeted at $45 dollars a barrel. In light of a higher pricing 
environment, the budget reflects base price growth and is budgeted at $55 a barrel for 
next year. 

 
I believe it is important to issue a strong warning on this point: we should not go further.  
We have no protection against downside risk.   

 
Only two years ago, oil hit $128.50 per barrel and then declined to $25.80.  Fiscal 
discipline requires that we carefully use this revenue.  I will do all in my power to make 
sure we approach this issue prudently, with an eye on not making the same mistake we 
made in the early part of the last decade.   

 
         3)  Strengthen Reserve Accounts 

  

Price of Oil from 1990 to Present

FY08-FY09 Budgeted: $85    
High: $128.50 Low: $25.80 

- Long Beach Department of Gas & Oil

Budgeted 

Low: $25.80 
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While the symptom of our distress is visible in the escalating costs for pension benefits, 
the cause is the lack of discipline on the part of the City in building a prudent reserve, 
which preserved windfall funds or utilized them for one-time expenditures.  Instead, the 
City at that time built up ongoing expenses using revenues that could not be relied upon, 
increased the budget, created future liabilities for others and placed the City on the path 
of instability.  None of this was out of bad intentions; a governmental body will tend to 
use the funds it has, ongoing or one-time, to provide more services or programs for its 
people.  True fiscal discipline is required to prevent inappropriate spending from 
occurring.   

 
If we are able to reform our employee pensions and put ourselves on the path to fiscal 
balance, we need to guard against history repeating itself.  Today, because of high oil 
prices, we have a windfall of one-time revenue from Uplands oil perhaps reaching $10 
million. 
 
This money will be a tempting target for those who want to once again increase our 
budget, delay cuts and spend these dollars on ongoing programs or benefits. There will be 
scores of reasons and worthwhile programs, which could benefit from this revenue; 
however, to do so will once again impair our future, cripple our ability to fix the city, and 
place a burden on future Councils and Mayors.   
 
Sound fiscal planning is required to save the future from the excess of the present.  The 
City Council has done a good job of using one-time revenues for one-time costs  -- let’s 
go a step further and invest in our future. 
 

# # # 
 



City of Long Beach 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
 



RESTORATIONS AMOUNT OFFSETS AMOUNT
General Fund
Public Works gas tax restoration 200,000$      Reduce Fleet Services Charge 200,000$       

               General Fund Restorations/Additions 200,000$                   Total Offsets 200,000$       

Special Advertising and Promotions Fund 
Municipal Band 100,000$      Gas & Oil Sponsorship for Muni Band 50,000$         

‐               Refuse Fund Sponsorship for Muni Band 50,000          
Special Advertising and Promotions Fund

Restorations/Additions
100,000$                     Total Offsets 100,000$        

BUDGET OVERSIGHT COMMITTEE RECOMMENDATIONS (as amended by the City Council)
Fiscal Year 2012 City Council‐approved Amendments
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FY 12 VEHICLE LICENSE FEE ELIMINATION
DEPARTMENT REDUCTIONS

Attachment A

GENERAL FUND  Impact on 
Deficit Positions

CITY ATTORNEY

Reduce budgeted expenditures for materials and supplies. (5,785)           

Subtotal: City Attorney (5,785)           -               

CITY AUDITOR

Reduce personnel services budget to eliminate the ability to fill a vacant position. (10,067)         

Subtotal: City Auditor (10,067)         -               

CITY CLERK

Reduce budgeted expenditures for contractual services the Records Center. (12,656)         

Subtotal: City Clerk (12,656)         -               

CITY MANAGER

Reduce budgeted expenditures for contractual services in Intergovernmental 
Relations.

(11,688)         

Subtotal: City Manager (11,688)         -               

CITY PROSECUTOR

Reductions were not submitted in time for this publication. (21,348)         

Subtotal: City Prosecutor (21,348)         -               

CITYWIDE ACTIVITIES

Reduced budgeted interdepartmental expenditures. (68,383)         

Subtotal: City Prosecutor (68,383)         -               

CIVIL SERVICE

Reduce budgeted expenditures for advertising, office equipment, printing, and contractual 
service.

(8,912)           

Subtotal: Civil Service (8,912)           -               

DEVELOPMENT SERVICES

Reduction  in rent as a result of new lease agreement that combines the office spaces of 
Code Enforcement and Neighborhood Services staff.

(9,500)           

Eliminate a portion of a Special Project Officer position (management). (34,344)         (0.25)            

Increase revenue from Code Enforcement property maintenance activities. 25,405          

Subtotal: Development Services (18,439)         (0.25)            



FY 12 VEHICLE LICENSE FEE ELIMINATION
DEPARTMENT REDUCTIONS

Attachment A

GENERAL FUND  Impact on 
Deficit Positions

FIRE DEPARTMENT

Daily staffing on a ninth engine will be reduced from four to three, reducing one POST 
position per engine.  The three-person engine is used as the fire response model in other 
Southern California communities. Staffing on the remaining five General Funded engines 
will remain at four firefighters.

(330,522)       (3.00)            

Subtotal: Fire (330,522)       (3.00)            

FINANCIAL MANAGEMENT

Convert a vacant Business License Inspector I position into non-career hours in the 
Business Licensing Division.

(45,603)         

Subtotal: Financial Management (45,603)         -               

HEALTH 

Reduce General Fund revenue transfer to the Health Fund for administrative costs, such 
as supplies, temporary staff and facility maintenance.

(5,914)           

Subtotal: Health (5,914)           -               

HUMAN RESOURCES

Reduce budgeted expenditures for marketing services in Economic Development.            (2,215)

Subtotal: Human Resources (2,215)           -               

LEGISLATIVE DEPARTMENT

Reduce budgeted expenditures for personnel, supplies and administrative costs. (22,301)         

Subtotal: Legislative Department (22,301)         -               

LIBRARY SERVICES

Realign staffing model for  "Reading Room only" libraries to reduce four General Librarian 
rather than three Department Librarian positions, reduce two General Librarian positions 
by 0.5 FTE each and increase 0.4 FTE Library Clerk I.

(56,199)         (0.60)            

Subtotal: Library Services (56,199)         (0.60)            

POLICE DEPARTMENT

Reduce budgeted expenditures for overtime.  (847,909)       

Subtotal: Police (847,909)       -               



FY 12 VEHICLE LICENSE FEE ELIMINATION
DEPARTMENT REDUCTIONS

Attachment A

GENERAL FUND  Impact on 
Deficit Positions

PARKS, RECREATION, AND MARINE

Reduce budgeted expenditures for Public Works engineering and surveys services. (5,319)           

Reduce budgeted expenditures for materials, supplies and contractual services. Bureaus 
will find efficiencies in day-to-day operations.

(31,035)         

Eliminate afterschool programming from 3-6pm and 14 weeks of summer, winter, and 
spring Fun Days at Heartwell Park. The facility will be used for contract classes and 
expanded youth, adult and senior enrichment programs. Eliminates non-career hours and 
supplies.

(39,579)         1.09              

Increase animal licensing revenue in Animal Care Services. Web licensing technology will 
allow the department to reach out to residents electronically.

(17,000)         

Reduce budgeted expenditures for as-needed grounds landscape maintenance repairs 
and services.  This will further limit the department's ability to address turf, tree and 
irrigation issues.

(37,448)         

Subtotal: Parks, Recreation & Marine (130,381)       1.09              

PUBLIC WORKS

Eliminate two Tymco sweepers, two flat bed trucks and one parking control vehicle . (112,669)       

Convert one FTE Refuse Operator III position into a 1.20 FTE Refuse Operator II non-
career position.

(20,370)         

Subtotal: City Manager (133,039)       -               

TOTAL GENERAL FUND REDUCTIONS (1,731,361)    (2.76)            



Attachment B 
 

FY 12 NON-CITY MANAGER DEPARTMENT REDUCTIONS 
 

 

CITY ATTORNEY  
Impact on 

Deficit 
 

Positions 

GENERAL FUND 

Reallocate a portion of Administrative staff to non-General Fund resources. (102,712) (0.77)

Reallocate costs for Legal Secretary from General Fund to the Insurance Fund. (62,402) (0.50)

Eliminate the discretionary 2% given by the City Attorney per the City Attorney 
Association MOU.   

(27,308)

Subtotal: General Fund (192,422) (1.27)

EMPLOYEE BENEFITS FUND 

Eliminate the discretionary 2% given by the City Attorney per the City Attorney 
Association MOU.   

(4,748)

Reduce budgeted expenditures for materials, supplies, and contractual services.    (57,566)

Reallocate costs for Legal Secretary position to non-General Fund resources.   62,402 0.50

Subtotal: Employee Benefits Fund 88 0.50

INSURANCE FUND 

Reallocate a portion of administrative staff to non-General Fund resources.   102,712 0.77

Eliminate one take home vehicle.   (10,000)

Reduce overtime funding for Investigator position.   (17,508)

Eliminate Legal Office Assistant position.  (31,947) (0.50)

Eliminate the discretionary 2% given by the City Attorney per the  City Attorney 
Association MOU.   

(38,379)

Subtotal: Insurance Fund 4,878 0.27

 
CITY AUDITOR 

Increase PERS payback due to executive management employees' increased 
contributions by 2% to a total of 6%. 

$(13,084)

Reduction in personnel services budget to eliminate the ability to fill a vacant 
position. 

 
(74,573)

Subtotal: General Fund (87,657) 0.0

CITY CLERK 

Downgrade a City Clerk Analyst position to a City Clerk Specialist position.     (11,259)

Reduce Record Center and Microfilm Center ergonomic improvement equipment. (3,972)

Subtotal: General Fund (15,231) 0.0



Attachment B 
 

FY 12 NON-CITY MANAGER DEPARTMENT REDUCTIONS 
 

 

CITY PROSECUTOR 

City Prosecutor is eliminating vacant funded and unfunded positions, and further 
cutting supplies and administrative costs.  Significant impact on handling of criminal 
cases.   

(237,084) (10.00)

Subtotal: General Fund (237,084) (10.00)
 
 

 
CIVIL SERVICE 

Impact on 
Deficit 

 
Positions 

Eliminate the Administrative Officer position (management). (131,720) (1.00)

Subtotal: General Fund (131,720) (1.00)

 
MAYOR & CITY COUNCIL  

Reduce expenditures for personnel, supplies and administrative costs. $(288,384)

Subtotal: General Fund (288,384) 0.00
 



Attachment C

DEPARTMENT VEHICLE PURCHASE AMOUNT

AIRPORT BACKHOE TYPE 2 85,000                                   

SUBTOTAL 85,000                                   

LBGO 2 TON - SERVICE TRUCK 90,437                                   

LBGO 2 TON - SERVICE TRUCK CNG 90,437                                   

LBGO 2 TON - SERVICE TRUCK CNG 90,437                                   

SUBTOTAL 271,311                                 

PARKS, RECREATION AND MARINE AERIAL BUCKET-SMALL 95,000                                   

PARKS, RECREATION AND MARINE SAND SEPARATOR 95,000                                   

PARKS, RECREATION AND MARINE TRACTOR TYPE 2 A 175,000                                 

PARKS, RECREATION AND MARINE TRACTOR TYPE 2 A 85,000                                   

SUBTOTAL 450,000                                 

PUBLIC WORKS 1 TON - SERVICE TRUCK 45,000                                   

PUBLIC WORKS 2 TON - SERVICE TRUCK 65,000                                   

PUBLIC WORKS AERIAL BUCKET-SMALL 95,000                                   

PUBLIC WORKS AERIAL BUCKET-SMALL 95,000                                   

PUBLIC WORKS DUMP TRUCK - 1 TON 55,000                                   

PUBLIC WORKS PACKER 17 YARD 258,696                                 

PUBLIC WORKS PACKER 17 YARD 258,696                                 

PUBLIC WORKS PACKER 17 YARD 258,696                                 

PUBLIC WORKS PACKER 17 YARD 258,696                                 

PUBLIC WORKS PACKER 17 YARD 258,696                                 

PUBLIC WORKS PACKER 17 YARD 258,696                                 

PUBLIC WORKS PACKER 25 YARD 306,752                                 

PUBLIC WORKS PACKER 25 YARD 306,752                                 

PUBLIC WORKS PACKER 25 YARD 306,752                                 

PUBLIC WORKS PACKER 25 YARD 306,752                                 

PUBLIC WORKS PACKER 25 YARD 268,767                                 

PUBLIC WORKS PACKER SIDE LOADER LNG 306,752                                 

PUBLIC WORKS PACKER SIDE LOADER LNG 306,752                                 

PUBLIC WORKS PACKER SIDE LOADER LNG 306,752                                 

PUBLIC WORKS PICKUP 3/4 TON 21,000                                   

PUBLIC WORKS REFUSE PACKER 20 YARD 268,767                                 

PUBLIC WORKS REFUSE PACKER 20 YARD 268,767                                 

PUBLIC WORKS REFUSE PACKER 20 YARD 268,767                                 

PUBLIC WORKS REFUSE PACKER 20 YARD 268,767                                 

PUBLIC WORKS REFUSE PACKER 20 YARD 268,767                                 

PUBLIC WORKS REFUSE PACKER 20 YARD 268,767                                 

PUBLIC WORKS STUMP CUTTER 60,000                                   

PUBLIC WORKS TRACTOR TYPE 3 85,000                                   

SUBTOTAL 6,101,809                              

TOTAL ALL DEPARTMENTS 6,908,120                              

FY 12 Proposed Fleet Vehicle Acquisitions
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