July 3, 2026

HONORABLE MAYOR AND CITY COUNCIL
City of Long Beach
California

SUBJECT: Proposed Fiscal Year 2027 Budget

It is my privilege to present the City of Long Beach'’s (City) Proposed Fiscal Year 2027
(FY 27) Budget. This budget reflects our collective commitment to building a resilient,
equitable and vibrant city — one that confronts difficult fiscal realities while maintaining a
clear focus on Long Beach's future. Despite these challenges, this budget remains
focused on long-term fiscal sustainability, strategically leveraging the strength of its
diverse funding sources to invest in infrastructure, community assets, economic vitality
initiatives, and future revenue-generating opportunities. Grounded in accountability and
community engagement, this budget reflects the shared effort required to navigate today's
challenges while laying the foundation for a stronger and more sustainable future for Long
Beach.

While the City aims to confront long-term structural challenges in FY 27 with difficult
decisions, and despite the need to issue savings targets to departments in FY 26 to
ensure the financial stability of the organization, the Mayor and Council made meaningful
progress in FY 26 summarized below within the City Council’s Priorities of Public Safety,
Housing and Homelessness, Economic Development and Infrastructure. This includes
action towards achieving the Long Beach Strategic Vision 2030, including leveraging
other funding sources outside of the General Fund. Additionally, the City’s Elevate '28
Infrastructure Investment Plan provides a substantial boost to the City’s plan, now totaling
over a billion dollars of planned infrastructure investment and over 180 projects, to
revitalize the City’s infrastructure, prepare the City to be a showcase for the world during
the 2028 Olympics, focus on West Long Beach, and continue to improve and enhance
City parks, major corridors, and visitor-serving areas.

Public Safety

In alignment with the Strategic Vision 2030, the City of Long Beach has sustained its
strong commitment to prioritizing community wellbeing. Throughout this year, we have
made notable enhancements to community safety, disaster preparedness, and
emergency response.

The Long Beach Police Department (LBPD) saw a historic drop in crime: from 2004 to
2024, there was a 19% decrease in violent crime incidents, and from 2024 to 2025, a
35% decrease in shooting incidents. This ongoing work has resulted in reductions in most
major crime categories in 2025, including year-over-year reductions in some areas, such
as a 34% reduction in murders and a 35% reduction in shooting incidents, with an overall
crime rate reduction of 17.4% in 2025. In addition, we continued to maintain emergency



response times that are at or faster than the national average. Additionally, LBPD
launched a new interactive Criminal Incident Dashboard designed to provide the
community with easy access to timely, accurate crime statistics and reporting data
citywide.

The Long Beach Fire Department (LBFD) enhanced emergency medical services
citywide by expanding Rescue 2 from a limited daytime unit to a full-time, 24-hour
paramedic rescue serving the downtown area, maintaining daily Peak Load Rescue 13
operations, and deploying Engine 11 as a Paramedic Ambulance Unit. These investments
increased ambulance availability, reduced periods when no paramedic units were
immediately available, improved response times in some service areas by approximately
30 seconds and strengthened the City's ability to meet growing demand for emergency
medical services.

Housing and Homelessness

Housing stability and homelessness response remained a significant focus over the past
year as the City continued to expand both crisis response services and long-term
prevention strategies. In October 2025, the City opened Homekey at 5950, transforming
the former Luxury Inn into 78 interim housing units with supportive services for people
experiencing homelessness. This investment expanded the City's shelter capacity and
strengthened the continuum of care available to residents seeking pathways to
permanent housing.

The City also continued advancing efforts to address homelessness along the Los
Angeles River corridor, securing an additional $11 million in State Encampment
Resolution Funding to support outreach, interim housing, supportive services, and
permanent housing placements. Building upon previous success in connecting
individuals experiencing homelessness with shelter and housing opportunities, these
resources will help continue the City's work to restore public spaces while providing
compassionate and effective support to vulnerable residents.

Recognizing that preventing homelessness is as important as responding to it, the City
launched the Youth Functional Zero Strategic Plan and continued implementation of
Upstream LB: Homelessness Prevention and Housing Pathways Plan. Supported in part
by new Measure A resources, these initiatives expand homelessness prevention, housing
stabilization, youth-focused services, rental assistance, and pathways to permanent
housing, reflecting the City's commitment to addressing homelessness through a
comprehensive approach that includes prevention, intervention, shelter, and long-term
housing solutions.

Economic Development

Long Beach continued to strengthen its position as a regional destination for business,
tourism, entertainment, and culture. This year, the City launched its new "Vibe City" brand,
celebrating Long Beach's unique identity and supporting efforts to attract visitors,
residents, and investment. The City also celebrated the inaugural season of its newest



professional sports team, the Long Beach Coast, and the grand opening of the F&M Bank
Amphitheater, the largest outdoor waterfront venue of its kind on the West Coast.
Throughout the year, Long Beach hosted cultural celebrations and community events that
showcased the City's diversity and strengthened community connections.

The City also advanced major initiatives designed to support long-term economic growth.
Implementation is underway on the approximately $8.7 million, two-year economic
development investment strategy adopted as part of the FY 26 Budget, with efforts
focused on small business support, workforce development, business attraction and
retention, tourism, major events, and neighborhood commercial corridor activation. In
addition, the City began development of an Entertainment Strategic Plan to strengthen
Long Beach's position as a music and entertainment destination and launched
implementation of a digital kiosk network that will improve wayfinding, increase access to
City information, support local businesses, and generate new advertising revenue.

Supporting local businesses remained a key priority. Through business training programs,
educational workshops, outreach campaigns, and the inaugural "Doing Business with the
City Expo," Long Beach connected businesses with procurement opportunities and City
resources. These efforts resulted in 91 new registered local vendors in Long Beach Buys,
178 local vendor submissions for City contracting opportunities, and 35 contract awards
to local businesses. The City also launched the Microenterprise Home Kitchen Operations
(MEHKO) Program, creating new opportunities for entrepreneurs and home-based food
businesses while supporting safe and compliant food service operations.

Long Beach continued preparing for major international events, including the FIFA World
Cup and the 2028 Olympic and Paralympic Games. In partnership with the LA Galaxy
and the Downtown Long Beach Alliance, the City will host nearly 50 FIFA World Cup
match broadcasts and seven maijor activations during the tournament, followed by soccer-
themed community events in parks throughout the city and a Metro-sponsored open
streets event expected to attract more than 80,000 attendees. At the same time, the City
expanded workforce development initiatives through LBWIN, the Long Beach Public
Service Corps, and new apprenticeship partnerships that connect residents—including
young adults and justice-impacted individuals—to career pathways in public service,
construction, and other high-demand industries.

Infrastructure

Long Beach continued its historic investment in local streets and infrastructure in FY 26,
completing the fourth year of the City's Elevate '28 Infrastructure Investment Plan. The
five-year plan represents the largest investment in Long Beach's street network in a
generation, funded through a combination of Measure A, state and federal grants, and
bond proceeds. The City’s Pavement Condition Index (PCI) has improved from an
average of 56 in 2023 to 61 in 2025, surpassing the City’s target PCl of 60. This significant
progress reflects the aggressive implementation of the Elevate '28 Infrastructure
Investment Plan, in-house crack and slurry seal program, and historic funding allocations
for street improvements over the past several years.



Street and roadway work remained the centerpiece of the City's infrastructure effort
throughout FY 26, with crews active across all nine council districts resurfacing and
repairing local streets, rebuilding curbs and sidewalks to meet ADA standards, upgrading
bikeways, improving intersections, and advancing major corridor work. The Studebaker
Road Transformation Project, the City's longest corridor project to date moved into active
construction along more than five miles of roadway from 2nd Street to Carson Street. The
Artesia Great Boulevard Project reached completion, delivering new bike infrastructure
and safety improvements to the Uptown corridor.

The City continued targeted investments in public facilities and community parks
alongside its street program, including breaking ground on the Belmont Plaza Pool in May
2026. As the five-year Elevate '28 plan reaches completion, Long Beach has made
measurable progress toward reversing decades of deferred maintenance — positioning
the City to welcome the world during the 2028 Olympic Games.

Fiscal Outlook

Due to the magnitude of the projected FY 27 shortfall, budget reductions were required
across all General Fund departments and related fund groups. These actions were
necessary to restore long-term fiscal stability and ensure the City can continue delivering
essential services in the years ahead. In implementing these reductions, a priority-based
approach was implemented to focus on protecting the most critical programs and frontline
services that residents rely on every day. While difficult, these decisions were made
thoughtfully and strategically to minimize community impacts and safeguard the City’s
core service delivery. In FY 25 and projected in FY 26, the City’'s General Fund
performance has required the use of reserves to maintain service levels. Recognizing the
importance of strong reserves for financial resilience, this budget prioritizes a responsible
plan to protect and replenish those reserves, so the City remains prepared for future
economic uncertainty.

In FY 25, the City faced an unexpected $40 million General Fund deficit, largely driven
by the continued decreased performance in key tax and fee revenue, economic
turbulence from federal actions, cost pressures rising in various departments, and the
need for a substantial transfer to the Health Fund Group to support stabilizing that fund.
This required immediate action and fundamentally altered our financial planning
trajectory. To address that shortfall, the City relied on one-time solutions originally
planned to solve FY 26, including the balance of the Long Beach Recovery Act dollars,
and operating reserves, that preserved core services and maintained fiscal stability in the
near term. While those measures were necessary, they also continued to create a
structural challenge that was carried forward into FY 26.

Recognizing that one-time solutions could not sustainably address ongoing fiscal
pressures, the City implemented a 3% citywide savings target in FY 26 and directed all
departments to identify efficiencies and reduce expenditures. These efforts were critical
in narrowing the gap and advancing the City's long-term financial sustainability strategy.
Even despite these efforts by departments, the use of emergency reserves will be
necessary to balance the FY 26 budget.



The FY 27 Proposed Budget comes after five consecutive years without service
reductions; the longest such period in the City's recent history. During that time, the City
was able to preserve and enhance services through strong economic performance,
Measure A revenues, federal recovery funding, and strategic use of one-time resources.
However, a combination of rising costs, persistent inflation, unpredictable federal changes
affecting the economy, a high-cost operating environment, slowing revenue growth, and
the exhaustion of Recovery Act-related reserves that previously helped offset budget
pressures has created a structural imbalance between ongoing revenues and
expenditures. Additionally, investments in retention and recruitment of our City’s
workforce to lower vacancy rates, particularly in the area of Police and Fire, while
necessary and important, have increased structural costs in both of those areas
significantly. As a result, difficult but necessary service-level adjustments are proposed
as part of a multi-year effort to restore long-term fiscal sustainability and preserve the
City's financial stability.

The FY 27 Proposed Budget reflects these realities and focuses on taking action to
minimize impact on the City’s core services and programs. Although the FY 26 Adopted
Budget projected the deficit for FY 27 to be $39.3 million, in February 2026, the projected
deficit range increased to $60-80 million and was $61.3 million in April 2026. The General
Fund outlook now displays a structural deficit of $58.2 million in FY 27, slight improvement
since April, $27.3 million in FY 28, with a projected surplus of $2.3 million in FY 29. Truly
addressing our structural deficit demands bold, ongoing action and a commitment to
sustainable, systemic change.

While difficult structural service reductions are required within the General Fund, which
represents approximately 18 percent of the City's total budget, the City continues to
leverage the strength and stability of its other funds, which comprise nearly 82 percent of
the overall budget. This broader financial foundation allows us to continue investing in
critical infrastructure, economic development initiatives, public assets, and strategic
priorities that support the long-term prosperity of Long Beach. Importantly, the City is
positioning itself to capitalize on upcoming significant economic vitality opportunities.
Major events, destination activations, capital investments, and revenue-generating
initiatives are expected to bring visitors, business activity, and economic growth to our
community. These opportunities, combined with the City's ongoing commitment to fiscal
discipline and strategic investment, provide reason for optimism.

Long Beach's fiscal challenges are not unique. Cities throughout California continue to
face mounting financial pressures driven by slowing revenue growth, inflationary impacts,
rising personnel and service costs, and the expiration of one-time pandemic-era funding.
In fact, eight of California's ten largest cities, including Long Beach, are currently
projecting budget deficits or structural imbalances in the coming years. While these
statewide trends underscore the difficulty of the fiscal environment, Long Beach has taken
proactive steps to address its challenges through early intervention, strategic planning,
and a commitment to long-term financial sustainability.



While the path to FY 27 requires difficult choices and shared sacrifice, this budget reflects
a City that is confronting its challenges directly, strengthening its financial foundation, and
preparing for future opportunities. We are heading towards a future in which Long Beach
is not only fiscally sustainable but also positioned to thrive.

As City Manager, | am proposing a budget strategy that not only closes the FY 27 deficit
through a combination of reductions and revenue enhancements but also begins the
important work of restoring the City's operating and emergency reserves following their
use in FY 25 and FY 26.

Three attachments immediately follow this transmittal memo, including Attachment A that
provides detailed information on the budget. Additionally, the Executive Summary
Chapter of this Budget Book provides the budget’s financial summaries, including
revenue and expense trends and information on other funds.

e Attachment A: Detailed Summary of the Budget
e Attachment B: Summary of Budget Changes — General Fund
e Attachment C: Summary of Budget Changes — Other Funds

In closing, | want to extend my sincere appreciation to the Mayor and City Council for your
steadfast leadership and dedication to the City of Long Beach. | am also deeply grateful
to the Budget team in the Department of Financial Management and all departments for
their hard work and commitment to developing a proposed budget that reflects equity,
innovation, and fiscal responsibility—investing in the long-term success of both our
organization and our community.

My thanks also go to the City Attorney, City Prosecutor, City Auditor, City Clerk, Harbor
Department Executive Director, and the Utilities Department General Manager for their
ongoing collaboration and support throughout this process.

We look forward to your thoughtful consideration of the Proposed FY 27 Budget and to
continuing our collective work in advancing the priorities and future vision of Long Beach.

Respectfully submitted,

— =

Thomas B. Modica
City Manager



ATTACHMENT A

Detailed Summary of the Budget

Despite the unique fiscal challenges of the year, the Proposed FY 27 Budget continues
to support the delivery of a comprehensive range of services administered across all 24
City departments. This attachment focuses on an overview summary of proposed
decisions, challenges, and fiscal outlooks. More information on core services, and special
projects can be found in the chapters dedicated to each department. Citywide
accomplishments have been removed from department chapters and can now be found
on the Citywide Accomplishments Dashboard on the City’s website.

COMMUNITY ENGAGEMENT AND STRATEGIC VISION 2030

The FY 27 Proposed Budget was developed during one of the most challenging fiscal
environments the City has faced in recent years. While difficult reductions are necessary,
the proposed budget seeks to preserve a balanced system of services that residents rely
upon every day. Rather than concentrating reductions in any single service area, the
budget reflects a shared approach in which departments across the organization
contribute to addressing the City's structural deficit while continuing to support the
priorities outlined in the Long Beach Strategic Vision 2030.

This approach recognizes that maintaining long-term fiscal sustainability requires
balancing investments across public safety, infrastructure, quality-of-life services,
housing, public health, and community programs. Because public safety represents
approximately 66.2% of General Fund expenditures, achieving structural balance cannot
be accomplished without public safety participating alongside all other service areas. The
proposed budget therefore reflects difficult but measured decisions intended to preserve
the overall system of services residents depend on while positioning the City for long-
term financial stability.

In addition to weighing City Council priorities, budget decisions were also informed by
community feedback that was received from residents early during the budget
development process. As summarized in a memorandum released on March 9, 2026 City
staff conducted inclusive, multi-lingual community engagement activities in January and
February 2026, prior to the development of any budget proposals, an effort that started
for the first time in 2022 for the development of the FY 23 Budget. This year, five in-person
meetings and one virtual meeting were conducted. City staff held an in-person Saturday
meeting to garner additional community input. Food was also provided to the community
at each in-person budget meeting. These engagements included the distribution and
collection of the FY 27 Budget Priority Survey which was available from December 15,
2025, to February 6, 2026.

The FY 27 Budget Priority Survey was made available in English, Spanish, Khmer, and
Tagalog on the City’s FY 27 Budget Website, was promoted via social media and at the
community budget meetings themselves. Additionally, the Budget Priority Survey was
made available to residents at local library branches. A combined total of 118 participants
attended the five in-person and one virtual community meetings, and a total of 530
respondents completed the FY 27 Budget Priority Survey.


https://www.longbeach.gov/globalassets/city-manager/media-library/documents/2030-strategic-vision
https://www.longbeach.gov/globalassets/city-manager/media-library/documents/memos-to-the-mayor-tabbed-file-list-folders/2026/march-9--2026---fiscal-year-2027--fy-27--budget-early-community-engagement-feedback
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The Budget Priority Survey asked respondents to rank the eight Strategic Vision 2030
Themes in order of importance, from 1st (most important) to 8th (least important). Among
all themes presented, Public Safety received the greatest share of 1st place rankings,
Housing & Homelessness received the greatest share of 2nd place rankings and
Economic Opportunity, Equity, & Resiliency received the greatest 3rd place rankings.

Additionally, included in consideration alongside community feedback, the Budget
Equity Tool was included to more intentionally integrate an equity lens into funding
decisions. This tool required departments to answer a targeted set of questions
designed to critically and thoughtfully examine how their proposals address existing
disparities and impact historically marginalized communities. By incorporating data,
evidence-based practices, and community insights, departments were better equipped
to develop budget proposals that align with the City’s equity goals and ensure
resources are directed where they are needed most. This approach marks a significant
step forward in embedding equity into the foundation of the City’s fiscal planning, as
its second year of implementation.

In order to highlight how the City continues to align its resources with the Long Beach
Strategic Vision 2030 despite fiscal constraints, the section below emphasizes the
preservation of foundational services that support the City’s long-term goals. While
fewer new investments were proposed, the deliberate effort to sustain critical
programs—aparticularly those that promote equity, safety, sustainability, and economic
opportunity—demonstrates the City’s continued commitment to advancing Long
Beach Strategic Vision 2030 priorities, even in a challenging budget environment.

A full list of all General Fund and Other Fund changes in the Budget by department
and fund is provided in Attachment B “Summary of Budget Changes — General
Fund” and Attachment C “Summary of Budget Changes — Other Funds.” Included
in these attachments is a column denoting the alignment of the change with a Strategic
Vision 2030 theme. Detailed information on Measure A and other ballot measures can
be found in the Ballot Measures Chapter of the Budget Book.

CITY OF LONG BEACH BUDGET FUNDAMENTALS AND HISTORICAL TRENDS

Long Beach is facing many of the same fiscal challenges impacting cities across
California and the nation. Revenue growth has slowed significantly due to economic
uncertainty, inflation, changing consumer behavior, and federal policy shifts. At the same
time, the cost of providing core services continues to rise, particularly in public safety,
healthcare, and employee-related expenses. While the City's projected deficit has
improved from earlier estimates, we still face a significant structural shortfall that requires
difficult decisions to maintain fiscal stability.

The General Fund relies heavily on taxes, with property tax, sales tax, and utility users
tax making up nearly three-quarters of all revenue. This means that when economic
conditions weaken, the City's primary revenue sources are directly impacted.
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Understanding where our revenues come from helps explain why external economic
conditions have such a significant effect on our budget.

The City's largest expense is people. Employee-related costs account for approximately
79% of General Fund expenditures because city services are fundamentally delivered by
employees. Police officers, firefighters, librarians, maintenance workers, dispatchers,
planners, and countless others are the services residents rely upon every day.

Public safety represents the largest share of General Fund spending, accounting for
66.2%, approximately two-thirds of expenditures. This reflects the City's longstanding
commitment to police, fire, emergency communications, and emergency response
services. Because public safety comprises such a significant portion of the budget,
addressing a deficit of this magnitude cannot occur without evaluating public safety
spending alongside all other city services.

A structural deficit occurs when ongoing costs grow faster than ongoing revenues. Unlike
a one-time budget challenge, a structural deficit cannot be solved permanently with
reserves or temporary funding. The City must either increase recurring revenues, reduce
recurring expenditures, or do both to restore long-term balance.

Long Beach has navigated multiple economic cycles over the past two decades. The City
experienced the impacts of the Great Recession, the loss of redevelopment funding, the
COVID-19 pandemic, civil unrest, and periods of recovery and growth. Each era brought
different challenges and solutions. Today's deficit is occurring in a period of economic
uncertainty, inflationary pressures, and slowing revenue growth rather than a single
recessionary event.

Measure A fundamentally changed the City's fiscal landscape. It stabilized public safety
services, prevented major reductions during difficult fiscal periods and allowed some
public safety enhancements, and created a dedicated source of infrastructure funding.
Measure A has allowed the City to invest in roads, parks, public safety, and other critical
community priorities while preserving essential services.

At the same time, inflation, personnel costs, and operating expenses increased
substantially, creating financial pressures that are now contributing to the structural
deficit. For example, a significant factor contributing to the City's current fiscal challenges
is the increasing cost of providing existing services.

Last year, the City negotiated long-term labor agreements with its public safety bargaining
units that included compensation increases necessary to remain competitive in a highly
challenging recruitment and retention environment. These agreements were critical to
supporting the City's goal of fully staffing budgeted Police and Fire positions, reducing
vacancies, improving recruitment outcomes, and maintaining the service levels residents
expect. Since FY 23, the City has hired 87 Sworn Fire staff (FY 23: 11; FY 24: 39; FY 25:
37) and 248 Sworn Police officers (FY 23: 43; FY 24: 60; FY 25: 47; FY 26: 98). Through
sustained recruitment efforts and multiple academy classes, vacancy rates in both the
Fire and Police Departments are now below the overall Citywide average of 16.8%. As of
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April 2026, the Fire Department currently has a 5% vacancy rate, compared to 6% in April
2025. The Police Department for sworn officers has seen an even greater reduction, with
vacancy rates decreasing from 26% in April 2025 to 13% in April 2026.

The City continues to stand behind these investments. However, the cost of implementing
public safety hiring and compensation packages significantly increased ongoing
expenditures and contributed substantially to the structural deficit now facing the General
Fund. While these investments strengthened the City's ability to attract and retain
qualified public safety personnel, they also underscore the reality that maintaining current
service levels has become significantly more expensive, requiring the City to identify
structural solutions that align ongoing revenues with the growing cost of service delivery.

FY 27 BUDGET - CITY SERVICE IMPACTS OVERVIEW

The FY 27 Proposed Budget was focused on protecting the services residents rely on
most while ensuring that all departments contribute to the solution. Programs and
services were evaluated through a priority-based lens, focusing limited resources on
areas that provide the greatest value to the community. Decisions also included exploring
alternative ways to deliver services, including the use of technology, operational
efficiencies, consolidation of functions, and evaluating whether current fees appropriately
recover the cost of services. Protecting City reserves and reducing reliance on one-time
solutions remains a commitment, recognizing that long-term financial stability requires
sustainable, structural changes. The goal is not simply to balance the budget for one year,
but to position Long Beach to navigate ongoing economic uncertainty while continuing to
provide essential services to residents.

The City Manager’s FY 27 Proposed Budget includes $55.9 million in structural reductions
citywide across all departments to combat the $58.2 million structural deficit. It addresses
the City's structural deficit through a combination of citywide efficiencies, staffing
reductions, operating cuts, fund realignments, and strengthened cost recovery.

A Shared Approach to Budget Balancing

Public safety represents approximately 66.2% of General Fund expenditures. Given its
size within the budget, achieving structural balance without participation from Police, Fire,
and Disaster Preparedness and Emergency Communications would have required
substantially deeper reductions in all other service areas.

Under the FY 27 Proposed Budget development process, departments were asked to
identify potential solutions equivalent to approximately 7% of their budgets to generate
potential options to consider. Had public safety departments been exempted, non-public
safety departments would have needed to absorb reductions of approximately 22%
percent, more than three times the level reflected in this proposal.

For that reason, the FY 27 Proposed Budget reflects a shared approach to addressing
the City's structural deficit. This approach helps preserve a balanced mix of services
across the organization and avoids placing a disproportionate burden on libraries, parks
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and recreation, public health, neighborhood services, infrastructure, and other programs
that contribute to the quality of life of Long Beach residents.

Economic and Fiscal Challenges

The FY 27 Proposed Budget was developed amid a challenging economic environment
marked by rising costs, slowing revenue growth, and increasing uncertainty surrounding
federal funding. Compounding these challenges, shifts in federal funding policy have
resulted in the loss or potential loss of more than $302 million in federal funding that
supports projects and programs throughout Long Beach. Funding and potential impacts,
last updated as of early 2026 and are subject to change, include top sources of
approximately $221 million in Public Works funding, $49 million in Airport funding, $17.9
million supporting Health and Human Services programs, and $8.6 million for Disaster
Preparedness and Emergency Communications. These funding reductions are outside
the City's control and cannot be fully replaced with local resources. The uncertainty
surrounding federal funding is particularly significant for public health services, where
rising costs and reduced grant support have placed additional pressure on the Health
Fund and necessitated a combination of operational changes, and support from the
General Fund.

Approach to Addressing the Deficit

No department is exempt from contributing to the solution. Every department was asked
to identify structural savings, reduce administrative overhead, and prioritize core services.
This citywide discipline was essential to avoid concentrating reductions in any one area
and to ensure that the burden of fiscal adjustment is shared across the organization.

Closing a structural deficit of $58.2 million is not possible through any single strategy. The
City Manager's Proposed FY 27 Budget employs a deliberate, layered approach,
beginning with actions that preserve frontline services and minimize community impact
before arriving at direct service reductions. The following describes how the budget is
constructed, in the order in which strategies were applied.

Reduction of Management and Supervision
In total, the budget eliminates or restructures 16 management and senior supervisory
positions across the organization, ranging from $6-$7 million over all funds, including:

e Public Works — General Superintendent of Administration eliminated; Personnel
and People & Culture Divisions consolidated into a unified Personnel Division
resulting in the elimination of a People and Culture Officer

e Parks, Recreation, and Marine — Recreation Superintendent (vacant) eliminated;
Parks Partnership Division restructured under Community Recreation Services
Bureau

e Technology and Innovation — Bureau Manager eliminated as part of the merger of
the Digital Services Bureau and Enterprise Information Systems Bureau into a new
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Digital and Enterprise Solutions Bureau; Infrastructure Systems Officer
(management-level) eliminated as part of the transfer of the Digital Transformation
Division into Infrastructure Services Bureau; Chief Innovation Officer eliminated as
a part of the elimination of the Office of Civic Innovation

e Health and Human Services — Bureau Manager eliminated in alignment with Health
Management Associates study recommendations where the Community Health
Bureau programs will be realigned into existing bureaus

e Human Resources — Administrative Officer-Civil Service (vacant) eliminated

e Community Development — Vacant Neighborhood Improvement Officer eliminated
from the Housing and Neighborhood Services Bureau, Neighborhood
Improvement Division due to reductions in federal grant funding

e Financial Management — Labor Compliance Officer and Labor Compliance
Division eliminated in the Business Services Bureau

e Fire Department — Fire Captains (4 positions eliminated):

Fire Captain at the LA Joint Regional Intelligence Center (JRIC)
Fire Captain in Community Services and Public Information
Vacant Fire Captain in Retention and Recruitment

Vacant Fire Captain in In-Service Training

o O O O

e Fire Department — Battalion Chief (1 position eliminated):
o Vacant administrative Battalion Chief in the Operations Bureau Deputy
Chief’s Office

e Police Department — Police Lieutenants (2 positions eliminated):
o Lieutenant assigned to Recruitment and Backgrounds
o Vacant Lieutenant from the Real Time Crime Center

These reductions reflect a strategy that the City should protect frontline service delivery
wherever possible and bear administrative and supervisory costs first. The savings
generated by these actions helped offset what otherwise would have been deeper cuts
to direct services.

Shifting Costs to Other Funding Sources

A significant portion of the budget strategy involves identifying costs that are eligible to
be funded by sources other than the General Fund, including Measure A, capital project
funds, grants, fee revenue, and enterprise funds, as appropriate. These shifts reduce
General Fund pressure without eliminating services. The following represents the major
funding realignments in this budget that saves a range of $23-$24 million over all funds:

e Measure A — Public Safety Preservation ($10.3M):
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o Engine 17: Permanently transitioned to full-time Measure A staffing ($2.17
million, 12.0 FTE)

o Two Emergency Dispatchers: Transferred to Measure A to maintain
positions ($296,515)

o Four Jail Transport Officers: Reallocated to Measure A ($593,147)

o Police Recruit Academy Class 101: One-time Measure A funding to
advance the next sworn class ($7 million)

o Two Real Time Crime Center Analysts: Added with Measure A funding
($313,547)

e Capital Project and Infrastructure Funds ($1.4M):

o Annual storm drain catch basin cleaning reallocated to Capital Projects
Fund using Low Impact Development (LID) fee revenue ($300,000)

o One pothole crew and vehicle reallocated to Capital Projects Fund via
Waste Management Refuse Nexus transfers ($801,739, 6.0 FTE)

o Stormwater Operations and Maintenance shifted to County Measure W
($225,000)

o Multiple transportation and engineering positions reallocated from General
Fund to Capital Projects Fund to align with eligible funding sources
($377,083)

e Cost Recovery and Fee-Based Revenue ($4.4M):

o Port/Fire Suppression MOU: Expanded cost recovery for 63 sworn Fire
positions assigned to Port stations, generating $2.74 million in additional
revenue

o Environmental Health cannabis program: Reallocated from General Fund
to Health Operating Fund, offset by health permit fee revenue ($177,651)

o Environmental Health fees: Increased to full cost recovery, generating $1.5
million

e Grant Funding ($7.4M):

o Park maintenance costs for completed Measure A grant projects shifted to
the LA County Regional Park and Open Space District (RPOSD)
Maintenance and Servicing program ($250,000)

o Traffic sign replacement crew funded by Caltrans Highway Safety
Improvement Program (HSIP) grants ($697,617, 8.0 FTE)

o Police helicopter purchase partially funded by COPS grant ($5 million) and
asset forfeiture funds ($1.5 million)

Collectively, these funding shifts reduce the structural demand on the General Fund by
tens of millions of dollars, enabling the City to preserve services that would otherwise
have required deeper cuts.

Internal Reductions and Loss of Administrative Capacity
Across nearly every department, the budget reduces internal administrative support,
contractual services, and operational overhead, ranging from $13-$14 million over all
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funds. These changes are largely invisible to residents but represent real constraints on
the City’s organizational capacity:

Financial Management: Eliminated procurement, budget, administrative, and
secretarial positions; outsourced parking billing; shifted cost allocation methods to
recover more from capital funds

Human Resources: Consolidated functions and reduced support staff

Technology and Innovation: Eliminated or reorganized support functions,
subscriptions, and vacant positions; consolidated 24-hour IT coverage to a 12-hour
window with restructured monitoring

City Manager’s Office: Reduced support for the Climate Action Plan, cannabis
enforcement, equity programming, and outreach; eliminated a position in the Office
of Equity

Public Works Administration: Eliminated the People and Culture Division, merged
it into Personnel, and eliminated several administrative positions in the Director’s
Office and Business Operations Bureau

Community Development: Reduced planning and administrative support;
eliminated two vacant Code Enforcement inspectors, which will increase backlogs
and slow case resolution; reduced multiple grant-funded neighborhood
improvement positions due to declining federal CDBG funding

Health and Human Services: Reorganized the Community Health Bureau,
eliminating a Bureau Manager and two Secretary positions; reduced staffing in the
Immunization Clinic, Nursing Services, Maternal and Child Health, and
administrative functions across the Health Fund

City Attorney: Reduced materials, maintenance, and external counsel spending
across General Fund and Employee Benefits Fund

City Auditor: Reduced operating budget and eliminated a vacant Audit Analyst,
which will mean fewer audits or longer timelines

City Clerk: Reduced bilingual services capacity, passport processing, and
eliminated positions, while adding only those required by SB 707 online meeting
mandate

City Prosecutor: Reduced staffing and operations with specific positions to be
identified in a future budget adjustment.

Legislative Department: $188,847 from Mayor’s Office and $41,631 from each
Council District office.

These reductions will result in slower internal processing, reduced flexibility to absorb new
mandates, longer response times for administrative functions, and less organizational
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capacity to manage complex projects or emerging needs. They are real costs to the
organization, even when residents may not notice them immediately.

Enhancing Core Areas of Community Importance

Even within a budget defined by constraint, the City is making targeted investments in
functions that directly serve residents and protect quality of life. These investments,
totaling around net $3-4 million after revenue enhancements, reflect deliberate choices
to strengthen core services even as other areas contract:

Median Program: $1.485 million increase to fund weed abatement, water utility
costs, irrigation repair, truck support, and fencing repair across the City’s 9 million
square feet of landscaped medians and backlots to improve cleanliness and quality
of life responses citywide

Median and Parkway Trees Program: $31,353 to upgrade a position in Public
Works’ Public Service Bureau to create an equity-based program to offer rebates
to residents on a sliding scale if they want to participate in trimming their trees
more frequently than the cycle permits

Streetlight Program: $436,247 increase, including 3 new FTE (two Traffic Signal
Technicians and one Equipment Operator Ill), creating a dedicated crew to
accelerate conversion of lights from LED to solar while the existing 7.0 FTE
streetlight team focuses on repairs

Park Homeless Encampment Cleanup Services: $325,000 structural funding for
what has historically been a one-time-funded function—without this, approximately
600 park cleanups per year would no longer occur

Traffic Safety: New Traffic Safety Division established within Public Works, with
staffing additions for neighborhood traffic programs, signal operations, and
customer service

Parking: Replace aging single-space parking meters and establish new paid
parking zones citywide, resulting in increased revenue

Automated Speed Enforcement: $2.5 million program launched to address vehicle
speeding on priority corridors, with revenue expected to offset program costs

Smart Loading Zone Enforcement: New positions and vehicles funded, offset by
program revenue

Animal Care Services: Contract city reimbursement increased to reflect actual
operating costs, improving cost recovery
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e Community Development: Adds one Combination Building Inspector to absorb the
Noise Ordinance Enforcement Program transferred from Health and Human
Services

Investing in Police Department Facilities, Technology, and the Academy

A core element of this budget’s public safety strategy is not just preserving what exists
but making investments that strengthen the Police Department’s long-term capacity,
particularly as the City prepares for the 2028 Olympics. These investments are funded
primarily through Measure A, grants, and asset forfeiture, reducing their impact on the
General Fund:

e Police Recruit Academy Class 101: One-time Measure A funding of $7 million to
operate the next recruit academy class, essential to building toward full sworn
staffing levels in advance of the Olympics

e Public Safety Facilities: $566,000 added to cover debt service on capital
improvements to public safety facilities, including the Crime Lab and DNA
development facility and HVAC repairs at the East Patrol Substation. Bonds will
be issued in fall 2026

e Police Helicopter: One-time funding for a new helicopter for the Air Support Unit,
supported by $5 million in COPS grant funds and $1.5 million in asset forfeiture
funds, with any remaining balance debt-financed

e Real Time Crime Center: Two new Administrative Analysts added (Measure A-
funded) to expand analytical support; RTCC reorganized under the Collaborative
Response Division to consolidate emergency management and response
functions

e Digital Forensics: Four new Intelligence Analysts added to Forensic Science
Services to support digital forensic evidence collection and analysis—an area of
growing investigative importance

e Registrants Desk: Enhanced staffing in the Sex Crimes detail to manage caseload
capacity at the Registrants Desk

e High Crime Focus Team: Structurally funded for the first time, with 12 Police
Officers reallocated from other assignments to formalize the team that has been
instrumental in responding to and reducing crime

e Tidelands Patrol: One Police Sergeant and four Police Officers added to respond
to patrol calls in Tidelands areas (the Pike, Convention Center, Shoreline, Beach,
and Queen Mary), funded entirely by the Tidelands Operating Fund with no
General Fund impact



ATTACHMENT A

These investments signal a commitment to building a Police Department that is
adequately equipped, properly staffed, and technologically prepared for the demands of
the next several years, including the City’s role as a host city for the 2028 Olympic Games.

Contracting Out Services

The following services are recommended to being shifted to contracted or MOU-based
models that will result in approximately $857,000 saved across all funds. A Prop L
analysis and Meet and Confer processes will need to be completed before these items
can be implemented.

e Parking Services — Collections and Billing ($515,338, 6.0 FTE): The collections
and billing functions within the Parking Services section eliminate 1 Customer
Service Supervisor Il and 5 Customer Service Representative Il positions with
minimal anticipated impact on customer service.

o After outsourcing the parking services function in the Financial
Management Department, the City intends to redeploy the 5.0 FTE
Customer Service Representatives currently doing that work to the Public
Works Department as part of the implementation of the new Automated
Speed Enforcement program.

e Reprographics Office ($289,765, 3.0 FTE outsourced): The City’s in-house
Reprographics Office, 3 positions eliminated and 1 Office Services Assistant Il
shifted to the mailroom. Currently 40 percent of all reprographic orders are already
handled by outside vendors, making this a natural extension of existing practice.

e School Guard Services ($51,812, 16.23 FTE): An Administrative Analyst Il is
retained to oversee the contract and provide program administration. This
approach preserves the service to the community while significantly reducing the
City’s direct personnel costs.

Service Reductions

Even after all of the above strategies, management reductions, contracting out, funding
shifts, administrative cuts, and targeted investments, the magnitude of the City’s structural
deficit still requires direct reductions, ranging from $33-$35 million over all funds, to
services that residents rely on. These are not the City’s first resort; they are the result of
exhausting more insulated options first. The scale of the $58.2 million structural shortfall
simply does not allow the City to close the gap without visible impacts to the community.

The service reductions in this budget are concentrated in several areas:

» Public Safety Restructuring: Fire Engine 14 is eliminated, with surrounding fire
engines responding to fire calls and preserving the ambulance, as 87% (as of June
1, 2025 — May 31, 2026) of calls require emergency medical service (EMS) from
that station; a second engine is closed on a rotating basis across General Fund
stations; one engine is converted from permanent staffing to overtime with no
service impact. Police reductions include 17 vacant patrol officers, three police
sergeants, six Motors detail officers, seven Quality of Life officers, 18 detective and
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investigative positions, eight Community Services Assistants, and reductions in
specialty units including SWAT Canine, Constitutional Policing support, and the
Innovative Training Unit. A vacant Public Safety Dispatcher lll is eliminated in the
Emergency Communications Division with minimal impact on call-taking.

» Libraries: Reverse the enhanced library hours adopted as a part of the FY 24
Budget from six to five days a week by removing Monday hours at five branches
(Bay Shore, Burnett, El Dorado, Harte, and Michelle Obama), along with 11.0 FTE
in clerks, assistants, and page hours, preserving library access across the entire
City for the remaining 5 days of service.

 Parks and Recreation: Reductions to BeSAFE program hours, after-school
programming at multiple park sites, based on low usage, including Lincoln Park
(daily average of 2 or less attendees), DeForest Park (program not offered at this
park site) and Stearns Park (2-3 children per day), Summer Fun Days, teen
programming at Chavez Park (lack of proximity to a high school), Nature Center
Museum Tuesday operations, Summer Swim programs at Jordan and Millikan
pools, the WRAP program at seven LBUSD campuses, and open gym
programming at Silverado Park. Grounds maintenance, weed abatement, and tree
trimming are also reduced.

* Neighborhood Services: Elimination of a Neighborhood Services Specialist,
scaling back of Neighborhood Resource Center programs, and elimination of two
Code Enforcement inspectors, increasing backlogs. Reductions affecting
Neighborhood Improvement, graffiti removal, clean-up assistance, and
reformatting the Neighborhood Leadership Program.

» Public Health: Reduction of staffing in the REACH Team, Veteran’s Affairs, Early
Childhood Education, and Homeless Services resource line. Broader Health Fund
restructuring eliminates 47 vacant positions and reduces several program areas.

These reductions are real and will be felt by residents. As the City’s financial position
improves in FY 28 and FY 29, the goal is to evaluate where restoration of services may
be possible where revenues and resources allow.

Workforce Impacts

In total, the proposed budget eliminates approximately 485 positions, including 220
vacant positions and 265 filled positions. The chart below includes impacts by
departments:

City Auditor 1 N/A 1

City Clerk 1 1

City Manager 1 N/A 1

Community Development 7 3 10
Disaster Preparedness and 2 1 3

Emergency Communications
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Economic Development and 2 N/A 2
Opportunity

Financial Management 6 9 15
Fire 6 28 34
Health & Human Services 57 21 78
Human Resources 2 1 3
Library, Arts & Culture 2 12 14
Parks, Recreation & Marine 55 123 178
Police 58 20 78
Public Works 5 38 43
Technology & Innovation 15 8 23
TOTALS 220 265 485

These decisions were made only after evaluating alternatives and recognizing the need
to achieve structural budget balance. The City will work closely with Human Resources
and the Civil Service Commission to identify opportunities to place affected employees
into vacant positions throughout the organization wherever possible. Every effort will be
made to minimize workforce impacts through reassignment, transfers, attrition, and the
use of existing vacancies before employee separations occur.

However, given the magnitude of the reductions included in the FY 27 Proposed Budget,
layoffs may be necessary. The City will follow all applicable Civil Service Rules, labor
agreements, and personnel policies throughout the implementation process and will
provide affected employees with timely communication regarding available placement
opportunities, key milestones, and next steps as workforce changes are implemented
with the anticipated process completion to be the start of the fiscal year, October 1.

Tidelands Operating Fund Group

The Tidelands Operating Fund Group is projected to end FY 26 with an estimated surplus
of approximately $4 million. Combined with approximately $8.5 million in previously
identified Tidelands-related savings, a total of $12.6 million is available for consideration
toward strategic investments within the Tidelands area. These investments focus on
maintaining and enhancing critical coastal infrastructure, improving mobility and visitor
access, supporting public safety, preserving community assets, and preparing for future
regional and international events. The following recommendations will be brought back to
the City Council during FY 27 for formal consideration and appropriation approval and
remain subject to change based on the final calculation of available funds.

Transportation, Mobility, and Access Improvements
o Ocean Boulevard Resurfacing and Mobility Improvements — $3.5 million
« Transportation, Mobility, and Wayfinding Improvements — $1.0 million
o Shoreline Transportation Hub — $350,000
» Bike Path Resurfacing and Repair — $350,000
e Queen Mary Wayfinding — $300,000
« Convention Center Walkway Improvements — $150,000
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Infrastructure and Facility Improvements
o Submarine Removal Planning and Design — $1.0 million
e Queen Mary / Pier H Improvements — $750,000
o Belmont Pier Repairs — $500,000
» Rainbow Harbor Improvements — $500,000
» Naples Sea Walls Construction — $500,000
« Parking Garage Study for the Queen Mary District — $500,000

Public Safety and Operational Enhancements
e Olympic Volunteer Support Program — $750,000
« Venue Wi-Fi and Security Cameras — $500,000
« Mobile Lighting and Camera Improvements — $350,000
o Public Health Lab Water Quality Testing Enhancements — $350,000
o Enforcement of Upstream Cities Trash Compliance - $200,000

Beautification and Public Realm Improvements
« City Beautification in Coastal Areas — $900,000
« Bench Replacement and Restoration — $50,000

Although the Fund Group has experienced surpluses in recent years, it is projected to
go negative as early as FY 28 year-end due to increased operational costs and reduced
oil revenues. However, the Fund Group maintains $3.4 million in Convention Center
reserves, and $10.1 million in emergency reserves.

Tidelands Area Fund Group

The FY 27 Proposed Budget sets aside $24.7 million of budgetary funds available for
marina-related uses as outlined below. These recommendations will be brought back to
City Council in FY 27 for formal consideration and appropriation approval:

e Alamitos Bay Marina Boatowner Restrooms Improvements — $9.9 million

e Alamitos Marina Restrooms A2 and A23 Renovation — $4.65 million

e Belmont Pier Dock Construction —$3 million

e Alamitos Bay Entrance Channel Dredging and Peninsula Sand Nourishment - $2.5
million

e Alamitos Bay Marina and Marine Stadium Security Cameras — $1.5 million

e Rainbow Marina Boatowner Restroom Rehabilitation — $750,000

e Marine Stadium Sign Improvements — $750,000

e Security Gates at Basins 1, 2 and 3 — $700,000

e Downtown Marina Improvements — $500,000

e New Electrical Pedestals at Rainbow Marina — $450,000

Capital Improvement Program

The City Council approved a five-year Measure A out-year plan as part of the Adopted
FY 23 Budget, which includes the planned use of all unprogrammed forecasted revenues
from FY 23 through FY 27. This five-year infrastructure plan, which began in 2023,
included a $150 million City Infrastructure Bond Program backed by Measure A, which
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increased to $211.3 million with the issuance of the first bonds in FY 23 at $60.25 million
for Measure A projects instead of $50 million, and $57.1 million in FY 27 instead of the
initial planned $50 million.

In FY 24, the city enlarged the initial FY 23 — FY 27 five-year plan with an additional $214
million of funding spread across an additional three categories—2028 Olympic Legacy,
Community & Cultural Investments, and Gold Medal Park Refresh Projects—and branded
the plan as the Elevate '28 Infrastructure Investment Plan.

The Elevate 28 Infrastructure Investment Plan provides a substantial boost to the City’s
plan to revitalize the City’s infrastructure, prepare the city to be a showcase for the world
during the 2028 Olympics, focus on West Long Beach, and continue to improve and
enhance City parks, major corridors, and visitor-serving areas.

Each fiscal year, the Elevate 28 Plan is reviewed and updated to reflect additional
secured funding and additional signature projects being added to the plan. Included in the
FY 27 Proposed Budget, the Elevate '28 Infrastructure Investment Plan has increased to
over a billion dollars of planned infrastructure investment and now includes nearly $313
million of Measure A funding and nearly $929 million of funding anticipated from additional
funding sources, such as LA Metro Transportation Funding (Prop A, Prop C, Measure M,
Measure R), State Gas Tax, SB-1, LA County Measure W, and various grant awards, this
is an increase of $152.6 million year-over-year compared to FY 26. The plan includes
over 180 projects, as well as right-of-way improvements, now totaling over $1.24 billion,
spread across eight funding categories:

2028 Olympic Legacy: $260,177,918

Community & Cultural Investments: $19,485,263

Gold Medal Park Refresh Projects: $101,463,153

Mobility & Safety Improvements: $555,219,592

Park Improvements: $59,285,579

Public Facilities: $88,264,928

Right-of-Way/Water Quality/Climate Action and Adaption Plan: $138,870,020
Critical Facilities/Grant Match Funding Reserve/Other Critical Needs: $19,101,043

The public is encouraged to explore the plan by utilizing the Elevate ’28 website
(Ibelevate28.com). The Elevate '28 website serves as a communication hub for Elevate
'28 project information, including unique individual project information pages, which
provide project details such as scope, budget, location, target construction start and
completion dates, amount of funding currently secured, and current phase of the project.
The website also allows users to search for projects by council district, project category,
and via map view. Project information is updated quarterly. Additionally, the website
includes a Power Bl data table, which allows the public to easily sort and filter the Elevate
'28 information in greater detail. The Elevate ’28 Infrastructure Investment Plan will be
updated with the adoption of the FY 27 CIP Budget.
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The Proposed FY 27 Capital Improvement Program (CIP) is $299.6 million, excluding the
Harbor Department, from various sources. Included in the proposed FY 27 CIP is over
$57.1 million from the Measure A program dedicated to enhancing the City’s aging and
deteriorating infrastructure which are also included in the Elevate 28 Infrastructure plan
noted above. The investments organized by the sections of the Capital Improvement
Program budget book are listed below. Detailed information on all proposed CIP projects,
including Long Beach Energy Resources, Water, and Harbor projects, is available in the
FY 27 Proposed Capital Improvement Program chapter and the separate CIP Budget
Book.

Airport — $2,000,000

Beaches and Marinas — $38,200,000
Mobility & Safety— $101,491,305
Parks — $14,450,263

Public Facilities — $17,061,551
Utilities — $126,387,930

OPPORTUNITIES AND INNOVATION TO ADDRESS CHALLENGES

In the FY 27 Budget, the City remains firmly committed to anticipating current and future
challenges and embracing innovation to meet them head-on. Through a proactive and
forward-thinking approach, we aim to identify actionable solutions that not only address
current needs but also create opportunities for long-term progress. By leveraging
creativity, engagement, and strategic planning, the City is well-positioned to turn
emerging challenges into meaningful advancements.

The following section highlights key opportunities, some included in current budget
proposals and others identified for further exploration throughout the year, that will help
guide Long Beach toward a more resilient, adaptable, and thriving future.

e Homelessness Response and Measure A: The Homelessness response system
in Long Beach will see reductions in funding over the coming year. The reductions
stem from changes in allocations in LA County Measure A; reductions and delays
in funding through the California Homeless Housing Assistance and Prevention
(HHAP) program; and reduction in Long Beach City General Fund.

The County Measure A funding allocated to the City FY 26-27 represents a 32%
reduction from FY25-26 (from $13.08M to $8.92M), with further reduction of 43%
forecasted for FY 27-28, where allocation is anticipated to be $5.12M. While
County Measure A funding is reduced in FY26-27, the partial restoration of County
Measure A Continuum of Care (CoC) preserves critical resources that would have
been lost if Measure A CoC were fully curtailed in FY26-27. Full curtailment of
Measure A CoC would have resulted in loss of fifteen (15) FTE within the Homeless
Services Bureau (Comprised of Outreach, Multi-Service Center (MSC), Homeless
Management Information Systems (HMIS), Housing Navigation, and Planning
staff); 80 slots of homelessness prevention; 150 slots of Housing Navigation &
Location; and operations funds for 395 Interim Housing beds.
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Through one-time allocation of Measure A CoC, as well as alignment and strategic
utilization of Measure A Local Solutions and LACAHSA Measure A Prevention
funds, this will ensure continued access to, and retention of interim and permanent
housing, sustaining financial assistance and supportive services with Measure FY
26-27 Measure A CoC funds continuing to support 87 households enrolled in Rapid
Rehousing/Time-Limited Subsidy programs; as well as supporting the continuation
of Housing Search and Placement and Housing Retention Services for an
additional 124 households, while Prevention programming has been shifted and
consolidated into LACAHSA Measure A, as well as funding for Interim Housing
Operations and Services consolidated within Local Solutions.

Given the overall reduction in funding, programming tradeoffs and curtailments are
still necessary, including the sunsetting of HSB’s subrecipient Homelessness
Prevention programs (subrecipient contracts will be allowed to expire and
terminate and will not renew, with Prevention programming directed to Long Beach
RenterAid); a loss of 25 motel vouchers (temporary respite shelter in contracted
motel settings for families awaiting access and connection to the Family
Coordinated Entry System — resulting in a reduction of nightly motel utilization from
40 rooms to 15); reduction in shuttle and transportation services (reducing from
two (2) shuttles to one (1); as well as restructuring of field-based services, including
reductions in overtime, elimination of vacant positions and consolidation of teams.

HHAP represents the largest State investment in homelessness. Allocation
distributions are determined by formula allocation methodologies. Statewide
allocations, along with the proportional investment for Long Beach, decreased in
recent years ($869.5M in HHAP awarded statewide through HHAP-5; $760M
awarded statewide via HHAP-6), with the Governor’s proposed budget for FY 26-
27 again recommending a reduction — with only $500M identified for HHAP-7. A
last-minute budget deal was agreed to between the Governor and State
legislature, with a housing trailer bill, AB-179, introduced June 26", which restores
HHAP to prior levels, appropriating $900M statewide for HHAP-7. While the
restoration of HHAP provides relief, this funding coincides with the expiration and
exhaustion of earlier rounds, where HHAP rounds 2 and 3 (totaling $10,709,733)
reach a statutory expenditure deadline of June 30, 2026.

Despite full-funding of HHAP-7, as prior rounds expire and other external sources
face reductions, HSB is likewise working with its partners to re-prioritize utilization
of HHAP, resulting in streamlining, sunsetting, and/or curtailing some HHAP-
funded programming. Most specifically, this means the need to re-prioritize HHAP
to sustain housing for persons enrolled in permanent housing programs likely to
experience loss of federal funding, resulting in non-renewal of $477,000 in HHAP
funding for Employment Services/Workforce Development; $29,000 in contracted,
specialized mental health services for MSC participants; and a significant reduction
in subrecipient Intensive Case Management Services (ICMS), to coincide with the
U.S. Department of Housing and Urban Development (HUD)'s expected
elimination of Emergency Housing Vouchers (EHVs), with contracted slot
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allocations expected to decrease from 288 to 144.

In addition to the changes and reductions noted, there remains continued
uncertainty and volatility as relates Federal funding through HUD, most notably,
the HUD Continuum of Care (CoC) program. Based upon the City’s interpretation
of HUD’s FY26 Notice of Funding, Long Beach anticipates losing $4.8M in funding,
primarily supporting permanent housing programs, resulting in a loss of subsidy
for an estimated 148 households. Anticipated loss of funding would begin as of
July 1, 2027. Taken together, County Measure A CoC and HUD CoC losses of
funding represent approximately $11M in annual funding allocation.

HUD has also signaled intent to terminate, nationally, subsidy reimbursements for
all Public Housing Authorities administering EHVs, to be effective as of calendar
year end (December 31, 2026). HUD has released limited guidance or instructions
for PHAs to successfully transition households to alternative subsidy programs,
resulting in uncertainty regarding the remaining 480 Emergency Housing Voucher
(EHV) households receiving assistance through the Housing Authority of the City
of Long Beach (HACLB). As HUD guidance and instructions continue to be
delayed, Long Beach Homeless Services Bureau and HACLB face additional and
increasing pressures to identify opportunities and solutions to provide long-term
sustainment of rental assistance, as well as to mitigate and prevent displacements.

The Homeless Services Bureau is utilizing carryover and one time funding
allocations to reduce the impacts in the coming year, while continuing to advocate
for sustainment of funding across programs. Current recommendations include the
reduction from two (2) Mobile Access Centers and two (2) shuttles to one (1) each;
expiration and termination of subrecipient Prevention programs; reduced Rapid
Rehousing capacity that will result in 45 fewer households obtaining housing
assistance; elimination of regular weekend outreach; reduction of motel voucher
availability. These changes, cumulatively, will result in a reduction of eight (8)
positions in the Homeless Services Bureau, while 3 new positions have been
created to support new homeless prevention funding through Los Angeles County
Measure A.

o County Measure A: Los Angeles County Affordable Housing Solutions
Agency (LACAHSA) — The first LACAHSA allocation for FY 2026 in the
amount of $10,706,467 was approved by the City Council on September
23, 2025, and programs are currently underway. On April 15, 2026,
LACAHSA approved the second expenditure plan and accompanying
program guidelines, which includes allocations for each Eligible Jurisdiction
and establishes an estimate of funds that LACAHSA will receive throughout
the year. The total estimated funding allocation for the City for FY 27 is
$10,698,220; the initial budget appropriation will be housed in the
Community Development Department and may be used to support
programmatic efforts in the Health and Human Services and City Manager
Departments. The expenditure plan was approved by the City Council on
May 19, 2026, and outlined below:
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= $5.3 million — Production, Preservation, and Ownership (PPO)
funding for direct project investment, such as gap financing for
affordable housing development, rent and operating subsidies and
ownership products

» $4.6 million — Renter Protections and Homeless Prevention (RPHP)
funding for legal services, renter education, emergency rental
assistance, flexible financial assistance and short-term income
support

= $768k — Technical Assistance funding for program design,
administration, monitoring, evaluation and professional services

o County Measure A: Comprehensive Homeless Solutions (CoC) — On
September 23, 2025, City Council approved the acceptance and
expenditure of grant funding for Measure A: Local Measure A: CoC to
support jurisdictions’ efforts to enhance the local homelessness response.
The City was awarded funding for a five-year period, with annual funding
allocations provided to the City. The City was awarded $8,211,052 for FY
26.

The County began its FY26-27 Measure A budget process in September
2025, with County indicating that a projected a structural deficit and need
for program curtailments would frame the budget development process and
established a funding prioritization plan that sought to preserve interim
housing (emergency shelter) and permanent supportive housing.

Continuum of Care funding was proposed for elimination in the initial 26-27
Measure A draft budgets. Partial funding was ultimately restored via Board
Motion introduced by Supervisors Hahn (SD-4) and Barger (SD-1), with
Long Beach’s CoC allocation reduced from $8.2M in FY25-26 to $3,900,000
for FY 27, for an updated total contract amount of $12,111,052. Per the
County’s adopted Measure A budget for FY26-27, the Continuum of Care
allocation was identified as “one-time funding to support CoCs with interim
and permanent housing costs during a year of transition.” While the City will
continue its monitoring and advocacy of County investment, as presently
adopted, the $3.9M in CoC funds available for City FY27 represents the
final funding allocation from the County for Long Beach CoC operations.

Eligible uses under Measure A include a wide range of interventions across
the homelessness continuum. These may include, but are not limited to,
homeless prevention services, the development and preservation of
affordable housing, and crisis response efforts such as interim housing and
outreach. FY 27 funding allocation will be utilized to optimize and maximize
grant funds, while also maintaining supports for critical housing
infrastructure. In efforts to maximize budget, Prevention funds have been
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shifted to and consolidated within the LACAHSA Measure A budget, while
Measure A CoC funds prioritizes funding for Time-Limited Subsidies (Rapid
Rehousing), Housing Navigation (Housing Search and Placement) and
Housing Location services (landlord engagement, recruitment, and unit
acquisition strategies), in spirit and alignment with the intended uses as
presented by the Board of Supervisors, and came before the City Council
on June 16, 2026.

o County Measure A: Local Solutions Fund (LSF) — On September 23,
2025, City Council approved to accept and expend grant funding for Local
Measure A: LSF to support jurisdictions’ efforts to enhance the local
homelessness response. The City received $4,865,698 for FY 26 and will
be receiving $5,023,735 for FY 27 for an updated total contract amount not
to exceed $9,889,433. The funding from Measure A enables the County to
expand its efforts beyond crisis response, supporting individuals currently
experiencing homelessness in securing permanent housing, while also
addressing the systemic causes of homelessness. These include the
development of new affordable housing, targeted homelessness
prevention, and stronger protections and support for vulnerable renters.
Measure A: LSF FY 27 funding allocation will be utilized to maximize and
optimize County grant funding for City of Long Beach direct programs, with
LSF providing greater investment into street outreach services, interim
housing operations (including the operating expenses for the Atlantic Bridge
Community year-round shelter program), the Homeless Management
Information System (HMIS), community crisis response and mental health
services, and came before the City Council on June 16, 2026.

Climate Sustainable Economy: Oil Revenue — Through the Grow Long Beach
Initiative, the City continues to transition towards a more climate-sustainable
economy and away from its historical dependence on oil revenues by investing in
five strategic industry sectors that show promise for continued growth, including:
Aerospace and Aviation; Healthcare; Ports and Logistics; Housing and Education;
and Arts, Culture and Tourism. In order to accomplish this, annually the City has
set aside funding for future oil well abandonment to help the City build reserves to
safely retire oil wells in the future and take further steps toward less oil
dependency. There are many variables that can impact the status of the Uplands
Oil Fund, both positively or negatively, particularly with the volatile nature of the
price of oil.

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.
However, starting in the FY 25 budget, the City implemented a strategy to reduce
its structural reliance on budgeted 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
ongoing dependence on Uplands Oil and Oil production tax proceeds each fiscal
year until it is fully phased out of the General Fund structural budget by FY 30.
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This approach plans for the eventual reduction of oil revenues from State and other
actions that will result in significantly less oil revenue in the future. Any oil revenues
that materialize higher than budgeted will be used for one-time uses including
priority projects and/or set aside for future oil well abandonment. The FY 27 Budget
includes $1.25M in oil revenue structurally reduced from the budget as a one-time
budget balancing strategy to preserve core City services.

Investing in Advancing Safety and Mobility Initiatives — Remains a central
focus of aligning with City Council and community priorities related to roadway
safety, traffic operations, and multimodal transportation improvements. The FY 27
Proposed Budget establishes a new Traffic Safety Division, which will focus on
neighborhood traffic calming, quick-build safety improvements, Vision Zero
initiatives, and administration of the City’s Automated Speed Enforcement (ASE)
Program. The proposed budget expands staffing operations by 7 positions and
adds 5 customer service support, with revenue from the ASE Program to improve
roadway safety, reduce speeding, and enhance program administration and
customer service. Additionally, the Public Works Department is consolidating the
newly created Traffic Safety Division, with the existing Traffic Engineering Division,
and Traffic Operations Division within the Transportation Services Bureau. This
organizational enhancement will streamline coordination, improve communication
between engineering and operations staff, enhance accountability, and strengthen
the Department’s ability to respond to transportation and traffic safety needs
citywide.

Farmers & Merchants (F&M) Bank Amphitheater of Long Beach — FY 26 saw
the opening of the Farmers & Merchants (F&M) Bank Amphitheater of Long Beach,
the largest outdoor waterfront amphitheater on the West Coast. In its inaugural
partial season, the venue has announced 14 concerts, with a full season expected
to include approximately 35 concerts plus multiple private events. The
Amphitheater was partially funded with $1 million from last year’s Tidelands
Operating Fund Group surplus and is expected to contribute to the Fund’s future
revenue and strengthen Long Beach’s position as a premier destination for music
and entertainment.

Ballot and Initiative Measures Support — There are two ballot and initiative
measures up for voter consideration that would affect the City’s finances, allowing
for the restoration of reduced services, Los Angeles (LA) County Measure ER and
Block the Cuts and Build Long Beach. While these efforts are not a part of revenue
forecasting efforts, they are important to consider in the City’s future financial
strategy. Conversely, Measure LB, which is a part of the revenue forecast, has
been underperforming, resulting in a part of our revenue declines.

o LA County Measure ER — Measure ER, officially known as the Essential
Services Restoration Act, was placed on the June 2, 2026 ballot to address
significant federal funding cuts to healthcare programs, including Medi-Cal
and other public health services. The measure proposes a temporary 0.5%
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sales tax increase, raising the county rate from 9.75% to 10.25% for five
years, set to expire on October 1, 2031, to generate $1 billion. Based on
election results as of June 21, 2026, Measure ER is currently receiving
approximately 50.64% voter support and is expected to be approved,
although final certification and implementation details remain pending.

The approved tax will help limit the effect of federal cuts on public health
services such as chronic disease prevention, disease tracking, water safety,
and healthcare, to which the City of Pasadena and City of Long Beach
Health Departments are expected to receive 1% in financial support divided
proportionately based on previous five year spending on core public health
services. Preliminary estimates indicate Long Beach could receive
approximately $7 million, though final allocations have not yet been
determined. Given the significant reductions proposed within the Health
Fund and public health programs, the FY 27 budget anticipates bringing
forward recommendations to utilize a portion of these resources to restore
selected public health services and reduce the impact of proposed
reductions where sustainable funding is available. Any restoration plan
would be presented to the City Council following confirmation of funding
levels and allowable uses. Giving the timing, this Proposed Budget
assumes no additional revenue and balances the Health Fund with
reductions - this can be reconsidered in the Mayor’s recommendations and
City Council review.

Block the Cuts and Build Long Beach — A community-driven initiative
measure potentially on the November 3, 2026 General Election ballot,
written by local organizations and firefighters to protect Long Beach from
looming federal cuts while investing in the services our neighborhoods
depend on. The measure would create a dedicated local funding source via
a special parcel tax to fund fire and emergency medical services, streets
and public infrastructure, affordable housing and city services stabilization.
This initiative measure proposes to enact the “Block the Cuts and Build
Long Beach Ordinance” and will begin collection of a special parcel tax on
owners of taxable parcels in the City of Long Beach beginning January 1,
2027, and will remain in effect until repealed by the voters of the City of
Long Beach. As proposed, the revenue shall be spent in the following
proportions:

= Atleast 10% or $7,000,000 of annual revenues must be allocated to
fire protection and emergency medical services, including facilities,
equipment, staffing, training, and system upgrades.

= At least 35% must be allocated to street and public infrastructure
projects, including streets, sidewalks, public facilities, stormwater
systems, and climate-resilient improvements.

= At least 30% or $20,000,000 of annual revenues must be allocated
to affordable housing production, preservation, homeownership
assistance, and homelessness prevention.
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=  Up to 25% may be used to prevent reduction of specific City services
necessary to implement the above programs, and public health
services.

Since voters have not considered it yet, nothing is included in this budget.

o Measure LB — On November 5, 2024, voters approved Measure LB, which
repealed the exemption from the gas utility users tax for charges made for
gas to be used in the generation of electrical energy. The effect of the
measure requires two natural gas fueled electric power plants (AES and
Los Angeles Department of Water and Power) operating in the City of Long
Beach to pay the same 5 percent utility users tax on natural gas services as
residents and businesses of the City of Long Beach. In FY 26, annual
revenue will be dependent on natural gas prices and consumption by the
two power plants. In FY 26, Measure LB revenues did not materialize;
recouping and realizing this revenue for current and future fiscal years
remains a priority.

o City Measure A - Originally, the Measure A tax rate was going to drop from
1 percent to %2 percent in 2023. With the 2020 voter-approved change,
Measure A instead dropped only to % percent on January 1, 2023 in order
to stay within the total sales tax rate limit. County Measure H, which had a
Ya percent tax, was approved in 2017 by Los Angeles County voters prior to
the Long Beach vote in 2020 to change Measure A. County Measure H was
later repealed by County Measure A passed by voters in November 2024.
Although County Measure H was repealed, it was determined by the state
that the City’s Measure A will return to 1 percent on October 1, 2027, as
originally scheduled prior to the November 2024 election. With the rise back
to the full 1% of City Measure in FY 28 comes an additional expected
revenue of $25.8 million. More information about the plan for FY 27’s
revenue can be found in the Ballot Measures chapter of this book.

FY 26 General Fund Citywide Savings Target — On December 18, 2025, a
citywide savings target was issued, which directed departments to identify and
implement General Fund expenditure reductions of 3% in the current fiscal year.
This strategy included: deferring non-essential purchases, delaying or canceling
non-critical contracts or projects, freezing non-essential travel and conference
costs, limiting overtime to critical needs with supervisor approval, reuse or
repurpose supplies and materials where possible, evaluating low-demand
programs for restricting or consolidation, and partnering with community
organizations to share resources. This is anticipated to generate $20 million in cost
savings to aid in our financial challenges.

Revenue Generation and Maximization — Several key citywide revenue sources,
such as property tax and sales and use taxes, are experiencing shortfalls from
previously projected levels largely due to broader economic trends experienced
throughout the region. Considering projected structural deficits, the FY 27 Budget
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includes the following strategies to increase revenues to align with the cost of City
services and explore new revenue opportunities outside of key strategies to bolster
the City’s economy through the Grow Long Beach initiative.

o Lease Financing the City Fleet — As part of the strategy to close the FY
27 deficit beyond department service reductions, this budget proposes
transitioning from a cash-funded Fleet replacement model to a lease-
financing approach. Under the current approach, General Fund
departments prepay into a fleet replacement fund, requiring significant
annual cash contributions to accumulate the capital needed for future
vehicle purchases. Moving to a lease-finance model eliminates the need for
these upfront General Fund capital collections. Instead, vehicles will be
replaced at the end of their useful life through lease-purchase financing
aligning payments with actual vehicle usage. This shift reduces near-term
General Fund pressure and creates near-term savings by discontinuing
large annual cash set-asides while maintaining planned vehicle
replacement schedules and avoiding impacts to service delivery. The
medium-term savings generated through this strategy provide an additional
budget-balancing tool in FY 26 and FY 27, while also creating an
opportunity to support the City's broader financial recovery efforts, including
replenishing operating and emergency reserves that were utilized in FY 25
and FY 26.

While this strategy provides important medium-term fiscal relief, it does not
eliminate the cost of vehicle replacement. Rather, it shifts a portion of those
costs into future years through scheduled lease payments. As vehicles
financed under this approach begin reaching replacement age, structural
lease obligations will need to be incorporated into future budgets, with costs
anticipated to phase in over approximately three to five years. Accordingly,
this proposal is intended to serve as one component of a broader multi-year
financial strategy that balances immediate fiscal needs with long-term
financial planning.

o Credit Card Processing Fees — The City conducted research and analysis
to better understand the costs it incurs from processing credit card
transactions for various City services. As the use of credit and debit cards
has grown significantly among residents and businesses, so too, the
associated processing fees paid by the City to third-party vendors. This
analysis aimed to evaluate the total fiscal impact of these fees across
departments, identify potential cost-saving strategies, and explore more
sustainable payment models. As a part of this proposed budget, the City is
transitioning credit-card processing fees from City-funded to user-funded,
resulting in over $640,000 in expenditure savings going towards balancing
the budget.

o Citywide Fees and Charges/Cost Recovery Efforts — The City will
continue its ongoing effort to review and updates city fees to align with the
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cost of service based on recommendations from cost-of-service studies and
application of its annual adjustment factor called the City Cost Index (CCl).
The FY 27 Budget reflects revenue adjustments from various rate
adjustments including:

» $2.7 million related to cost recovery for 63 sworn positions to four
Fire Stations as a part of the Fire Department’s fire suppression
services provided to the Port.

= $1.8 million from the establishment of new paid parking zones across
the City and $1.33 million from enhanced enforcement, improved
efficiency, and rate adjustments associated with the Modern
Multispace Pay Stations installed at various locations.

e Increased parking rates at various parking meter zones are
also being proposed that will result in additional revenue in
General Fund and Tidelands Funds.

»  $1.5 million from increasing the Environmental Health fees to full cost

recovery.

UNFUNDED OPERATIONAL NEEDS AND MAJOR LIABILITIES

No budget can address all the needs or services wanted by the wide variety of
constituents and businesses in a city. What is funded is always limited by the available
resources, what the voters prioritize, the number of resources the voters wish to provide,
and how funds are allocated to services by the budget. Separate from service reductions,
there remain numerous operational needs that are unfunded or underfunded, as well as
unfunded short-term and long-term liabilities, most of which are long-standing. This
reflects the difficult choices and tradeoffs that exist in many cities as they plan their
budgets as there are more needs than there are resources. Below are examples (not a
comprehensive list) of these needs and liabilities.

The FY 27 budget process had limited to no one-time resources, which significantly
constrained the City’s ability to allocate funding to key one-time initiatives. Although the
programs will continue, additional resources were not available to expand on programs
such as:

Justice Fund

Violence Prevention Funding for Outside Organizations

Racial Equity Trainings

Grow America Grow Long Beach Loans program

Various S.T.R.O.N.G. Beach initiatives

Additionally, several one-time programs approved in FY 26 were largely made possible
through the use of Former Redevelopment Agency (RDA) Sale Proceeds Plan and
General Fund one-times no longer available in FY27. These programs were always
intended to be temporary, and without new one-time funding to sustain them, they cannot
be carried forward. Below are a few key programs not funded in FY 27 due to limited one-
time resources:
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Hoops After Dark

Personal Security Measures for Elected Officials

Veterans Banner Program

Revenue Opportunity Research

Safe and Secure Grants

Legacy Business Program

Inclusive Business Navigators Program

Complaint Response Team for Street Vendors

Youth and Young Women's Leadership Academies

New funding to explore aged Computer Aided Design (CAD) platform
replacement related to Police, Fire, 911 and Disaster Preparedness
operations

O O O O O O O 0 0 o0

RDA Funded Programs anticipated to end FY 26 and 27 as outlined below:

Long Beach Economic Partnership (FY 27)
VIP/Safe and Secure Grants (FY 27)
Downtown Activation & Events Funds (FY 27)
Rapid Response (FY 27)

BID Funding Support (FY 27)

Business Support Office (FY 26)

Storefront Wrapping (FY 26)

First Year Free Program (FY 27)

Corridor Improvements and Activations (FY27)
North Long Beach Education Center (FY 26)
Vacancy to Vibrancy (FY 27)

Level Up LB (FY 26)

Business Navigators Program (FY 27)
Legacy Business Program (FY 27)

Know Your Rights (FY 26)

Cambodian Economic Impact Study (FY 26)

O O O OO0 OO 0O OO O0OO0OOoOO0oO O0O0

Additionally, recent performance audits identified opportunities to strengthen
infrastructure investment, improve operational efficiency, enhance accountability, and
modernize City programs. However, implementing many of these recommendations
would require additional staffing, consultant support, technology investments, or ongoing
funding that is not currently available within existing budget resources.

Street Projects and Pavement Management Performance Audit - May 2025

Recommendation Unfunded Resource(s)
Increase annual street funding to meet About $20 million in additional annual
pavement goals: Fund street projects at the funding for at least three years.

level identified in the Pavement Management
Plan—about $73 million per year, versus the
roughly $53 million per year currently
budgeted over the next three years.
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Improve capacity and project delivery so that
more than $220 million in previously budgeted
street funds can actually be spent on projects.

Improving capacity would require City staff,
consultant, and vendor support. All funds are
eventually spent on City Council projects.
City Council direction on timing of these
projects would provide better parameters for
evaluating costs.

Development Impact Fees Performance Audit - September 2025

Recommendation

Unfunded Resource(s)

Conduct and publicly present up-to-date
nexus studies for Fire, Police, and
Transportation impact fees, and ensure Parks
nexus studies are current and brought to City
Council as required.

Consultant or internal analytical capacity to
perform and maintain these studies on a
recurring basis. City Council direction on
desired change to frequency would allow
determination of additional costs.

Develop a centralized impact fee program with
comprehensive policies, procedures, and
stronger cross-department collaboration
(Community Development, Financial
Management, Fire, Police, Public Works,
Parks).

Dedicated staff or a coordinating unit to
manage the impact fee program citywide.

Establish a centralized webpage for
stakeholders and the public to access impact
fee information.

A new public-facing online resource
(webpage/portal) and the staff support to
maintain it.

Table 4: City Auditor Audit Recommendations and Unfunded Resource(s)

The City of Long Beach faces significant infrastructure and operational challenges, with
billions in identified needs across facilities, streets, sidewalks, stormwater systems, and
climate resilience efforts. The City is projected to invest an average of $91 million annually
between FY 23 — FY 27 in major and minor streets, equating to the largest investment in
a generation, and still, it falls dramatically short of the needed amount.

Street and Alley infrastructure — The City continues to evaluate and conduct
studies to ascertain the scope, and estimated funding needs to repair and/or
maintain roadway infrastructure. Updated road and alley condition assessment
studies were completed this year and identified a revised $1.8 billion need.

Sidewalk Management Plan — The City completed a comprehensive review of
the City’s sidewalk infrastructure in FY 19. This plan identified over $631 million
in need to improve the City’s sidewalks (includes ADA curb ramps described
below).

Sidewalk ADA compliance — In FY 17, the City entered into a settlement
agreement to ensure ADA compliance for curb ramps and sidewalks by pledging
to complete an estimated $313 million in improvements over 30 years, which is
included in the $631 million figure noted above.

Potholes — The Public Works Street Maintenance Division currently performs
right-of-way maintenance with crews assigned to different sections of the City to
maximize efficiency when responding to requests for pothole repairs. Due to the
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majority of the City’s streets being in fair condition with an average Pavement
Condition Index of 61, pothole complaints are constant. Due to limited resources,
often the same potholes need to be refilled due to subgrade condition, as the
location waits for permanent but costlier repairs. To address most residents’
concerns, the pothole program would need $1,000,000 in additional structural
funding and $1,500,000 in one-time funding to support an additional pothole crew
and vehicle which would be able to fill 12,000 more potholes per year. This
increase is driven additionally by the significantly higher costs of electric vehicles.

e Street Median Maintenance — The City maintains 9,000,000 square feet of
landscaping medians and backlots primarily with the use of landscaping
contractors. The FY 27 Proposed Budget increases the Street Maintenance
Median budget by $1,485,000, however, an additional $2 million is needed to
support litter abatement, irrigation repair, weed abatement, and tree trimming
depending on the season. Additional resources would go towards staffing to
quickly respond to seasonal demands to provide weed clearance at hot spots.

e Stormwater Conveyance System — During recent storm seasons, Long Beach
residents experienced flooding, due to unique factors including: failures of Pump
Stations, rain intensity and/or duration exceeded design capacity, overdue repairs
or improvements of Stormwater Pump Stations due to lack of budget, an
undersized stormwater system within an impervious drainage area, or the absence
of a stormwater system. A range of funding, depending on locations selected,
between $500k and $5 million is needed to alleviate flooding and provide flood
resiliency to affected areas. Additionally, $2 million structural annual funding could
be used to maintain and rehabilitate the pump stations, perform critical storm drain
repairs that need immediate response, and inspect and clean stormwater
conveyance systems. Overall, the City estimates $833 million of unfunded
liabilities relating to the Stormwater Conveyance System, of which $50 million of
needs are critical and consist of high priority needs.

e Citywide Facility Repairs — In FY 22 the City completed the Citywide Facility
Condition Assessment, which measures the Facility Condition Index (FCI) of each
facility. The FCI helps prioritize funding for repairs that will address leaking roofs,
HVAC, energy efficiencies, structural repairs, maintenance, and other deficiencies.
The City of Long Beach portfolio consists of 253 structures located across the city
with a total of $435 million in necessary expenditures over the study period that
was identified. The unfunded need for facility repairs is estimated at over $1 billion
in FY 27 due to escalation cost. An update to the existing FCA data is underway,
including a review of projects completed since the FCA was formulated, as well as
bringing estimated costs up to 2027 estimates.

Implementation of the Climate Action Plan (CAP) — Adopted by the City Council in
August 2022, the Long Beach Climate Action Plan (CAP) is the City of Long Beach’s
comprehensive roadmap for addressing climate change through both
mitigation (reducing greenhouse gas emissions) and adaptation (preparing for and
responding to climate impacts). Over 40 near- and long-term actions are laid out
across transportation, buildings, energy, waste, and ecosystems, many of which are
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unfunded or underfunded. The LB CAP also commits the city to greenhouse gas
(GHG) emission reduction strategies that are currently unfunded, including
improvements to protect City facilities from the impacts of climate change while
enhancing facilities so they can serve community needs during climate events such
as heat waves or flooding.

e Although the City has put a priority on steps it can take and is taking, the initial
implementation of CAP actions has been made possible only through a number
of limited or diminishing funding sources, like Measure US and AB 32 funding,
or by incorporating components of CAP mitigation and adaption actions into
funded projects listed in the City's capital project program. Much of the CAP
implementation remains unfunded and beyond the ability of current City
resources. Outside of a larger effort to establish a new revenue source, the City
can only make progress if aligning its expenditures with CAP actions and
objectives and incorporated as part of future budgets. The City will continue to
pursue new funding sources for implementing CAP actions by working across
departments and with other public agencies, as appropriate, to successfully
compete for grants and identify other financing mechanisms.

Health Fund — A significant portion of the Health Fund Group is supported by
realignment revenue and state and federal grants. Realignment revenues—derived
from a portion of state vehicle license fees and sales taxes—provide flexible funding
for a wide range of health-related services. In contrast, state and federal grants are
typically designated for specific programs and come with strict financial and reporting
requirements. These grants often limit the types of expenses that can be covered,
such as technology investments or full indirect and overhead costs, which creates
challenges for sustaining core operations.

e In recent years, while realignment revenues have remained relatively flat, the
cost of providing public health services has steadily increased. Rising
personnel costs, expanding technology needs, and greater overhead expenses
have led to a growing structural deficit in the Health Fund. By FY 24, this deficit
exhausted the Health Fund’s available budgetary reserves. As a result, the
General Fund is now covering this shortfall—placing additional pressure on the
City’s primary, discretionary funding source and limiting the City’s ability to
invest in other community priorities. In FY 25, the Health Fund deficit was $14
million, and in FY 26 is projected to be $16 million and will continue to increase
as portions of the City’s labor, technology, and overhead costs increase. In
support, the FY 27 Proposed Budget includes $5.2 million from the General
Fund to cover the City’s technology overhead costs and $5 million
reimbursement for indirect cost revenues that were redirected from the Health
Fund to the General Fund for the Indirect Cost Plan. These overhead and
indirect items are not covered as eligible costs by most grants that the Health
Fund receives. Therefore, the Health Fund had to reduce services that are
above and beyond what grants can support in the FY27 Proposed Budget,
including.
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e Additionally, the City contracted with Health Management Associates (HMA) to
conduct a comprehensive evaluation of the Health Fund Group. This Health
Fund Study includes a detailed review of the department’s programs, funding
strategies, and cost structures, as well as a cost-benefit analysis of existing
grants. Consistent with recommendations from the study, the Community
Health Bureau is reorganized, eliminating a Bureau Manager and two Secretary
positions and realigning its divisions into existing bureaus. An additional 47
vacant positions are eliminated to align the budget with actual grant funding
levels, reflecting the reality that positions funded by grants that have ended or
been reduced can no longer be sustained. Specific program impacts include
reductions in the Immunization Clinic (nursing and front desk support), Maternal
and Child Health, Childhood Lead Poisoning, Nursing Services, Vector Control,
Clinical Services, and administrative and finance functions across the
department. To partially offset these pressures, Environmental Health fees are
increased to full cost recovery, and the Ron Arias Health Education Center
offices are being leased for medical services, generating new revenue for the
fund. While some service impacts are unavoidable, these actions are intended
to preserve essential public health services, maintain support for vulnerable
residents, and create a more sustainable funding model for the future.

STAFF REPORTS ON POTENTIAL INITIATIVES WITH UNFUNDED NEEDS

Throughout the year, the City Council requests staff to report on various potential projects
and operations to determine the feasibility and fiscal impact of potential implementation.
These reports have been provided through memos from the City Manager to the Mayor
and City Council and have articulated various considerations or requirements, including
funding needs, to be determined before any implementation. The following items are not
included in the Proposed Budget as there was no opportunity to fund them without
impacts on other operations, or they are still in the development stage with unknown
costs. The list of reports transmitted over the past year, as of June 2026, that identified
additional funding that would be needed to implement, with potentially other factors to
consider, is as follows:

o Dedicated Staffing to Address Human Trafficking and Public Safety Concerns on
Long Beach Boulevard in North Long Beach and for Proposals to Strengthen and
Enhance the Framework

« Continuation of Sidewalk Vending Complaint Response Team Enforcement

e Expanding Economic Opportunities for Microentrepreneurs and Vending

« Dedicated Staffing or infrastructure investments to activate additional Mobile Food
Facility (food trucks) in Encouraged Areas or Special Event Activations

e Accelerating the Transition to Zero-Emission Vehicles for Private and City Owned
Refuse Trucks

e Increasing Off-Street Parking in Alamitos Beach

« Improving LGBTQ+ Health and Wellbeing

e Childwatch Services during City Council Meetings


https://www.longbeach.gov/globalassets/city-manager/media-library/documents/memos-to-the-mayor-tabbed-file-list-folders/2026/march-19--2026---health-fund-study
https://www.longbeach.gov/globalassets/city-manager/media-library/documents/memos-to-the-mayor-tabbed-file-list-folders/2026/march-19--2026---health-fund-study
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In addition, a few reports are still underway and do not have a cost estimate but are
expected to have a fiscal impact. These include, but are not limited to:

e Implementing the Long Beach “Framework for Accountability, Integrity, and
Reporting (FAIR) Act” to Support and Promote Ethical Governance, Transparency,
and Public Accountability

o« CORE Strategy (Compassionate Outreach, Response, and Enforcement)

o Participating in Regional Pier-to-Pier Transportation Planning Efforts

« Initiating a Citywide Review to Rename Long Beach Facilities and Celebrations
Honoring Cesar Chavez in Alignment with Long Beach’s Community Values

e Request for Review of Opportunities for Modernized Parking Systems in
Downtown

e Recommendation to amend and update M.C. Chapter 14.36 “HOUSE NUMBERS
ON CURBS”

o Consider the disposition of surplus property to facilitate a Teamsters-sponsored
community park activation ("Playground With No Bounds")

GENERAL FUND BUDGET BALANCING AND FUTURE OUTLOOK

Budget Balancing

The City is navigating a period of fiscal uncertainty, driven by national economic
instability, the potential for significant reductions in federal grant funding, increasing costs
for operations in the City’s General and related funds, and slower growth in local General
Fund revenues. The City is not alone in experiencing fiscal challenges. Recent news
reports have shown large cities across California proposing significant reductions to City
operations to balance budget shortfalls. The FY 27 Proposed Budget represents a turning
point transitioning from a period of stabilizing operations.

Over the past five years, the City has not been required to implement service cuts or
workforce reductions due to the strategic use of Long Beach Recovery Act (LBRA)
dollars. These federal recovery funds played a critical role in stabilizing City operations
during and after the COVID-19 pandemic. By offsetting revenue losses, supporting
essential services, and sustaining community programs, LBRA resources allowed the City
to maintain service levels while continuing to invest in public health, economic recovery,
and neighborhood resilience. It is important to note that LBRA funds were always
intended as one-time resources designed to help the City recover from the unprecedented
fiscal impacts of COVID-19. They were never expected to provide ongoing, permanent
budget support.

The projected FY 27 budget shortfall is not new and was projected to be $39.3 million at
the time the FY 26 budget was adopted in September 2025. Since then, staff presented
an updated projected structural shortfall of $61.3 million to the City Council in April 2026,
projections have been actively monitored, which continue to be significantly affected by
key revenue streams. The projection has slightly improved since the April update with a
current projected shortfall of $58.2 million. This improvement is related to various factors
but largely attributed to lower than anticipated allocations from Internal Services Funds.
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A significant part of the trends for FY 27 and beyond continue to be the focus on revenue
and revenue diversification. Significant revenue shortfalls in franchise fees, sales and use
tax, property tax, utility users tax and interest pooled cash affect the City’s ability to align
expenditures with ongoing revenues.

The City Manager’'s FY 27 Proposed Budget successfully generates $69.4 million in total
balancing solutions and structural savings. Of this total, $55.9 million is achieved directly
through internal operational efficiencies, departmental expenditure reductions, and
strategic revenue enhancements. Additionally, the City’'s Measure A will provide
balancing solutions in the amount of $0.9 million in maintaining critical financial support
for Public Safety services, in addition to enhancing core services such as permanently
establishing Engine 17 on a full-time model and funding one-times for the Police Academy
as examples. Lastly, the proposed budget reflects the shift from cash funded Fleet
replacement to a lease finance model for most General Fund vehicles, generating
medium-term savings anticipated in the amount of $12.6 million annually across General
Fund departments with no impact on vehicle delivery. Savings will continue until vehicles
begin reaching replacement age and lease payments phase in over the next 3-5
years. After that, future replacements for those vehicles will also need to be lease-
financed.

The proposed budget balancing solutions deliberately establish an operating reserves
allocation in the amount of $9.8 million to address drawdowns of City reserves. This
margin is not an unallocated surplus; rather, it represents a structural variance
intentionally generated by through the City’s transition to a lease-finance Fleet
replacement model, which expects to generate contributions for the next 3 years (FY 27
— FY 29) to fully replenish the City’s reserves from its drawdown in FY 25 and expected
drawdown in FY 26. Additional details about the reserve replenishment plan can be found
in the Executive Summary. The remaining balancing solutions of $1.4 million will offset a
net $1.4 million of one-time allocations primarily to fund November election costs.

Future 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. Table 5 below shows the General Fund Group budget outlook through
the next five years, 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. In April, staff presented a five-year outlook (FY 27- FY31) which
reflected a $78 million deficit primarily driven by FY 27 projected shortfall.

The updated five-year forecast (FY 28- FY 32) now incorporates the actions taken to
balance FY 27, resulting in a significantly reduced projected impact of approximately
$14.9 million. While this represents meaningful progress and reflects the City’s
commitment to long-term fiscal stability, the forecast also shows that FY 28 continues to
present notable challenges. City Measure A returns to 1 percent in FY 28. This projection
does not include use of additional City Measure A funds towards General Fund expenses
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to relieve the General Fund’s deficit to maintain current public safety costs, however, that
is certainly an option the Mayor and City Council can consider next year.

The outlook assumes that there is not an economic recession and may also require
changes based on federal policy resulting in loss of federal funding. The out-years of the
City’s financial forecast reflect the anticipated peak in CalPERS costs occurring in FY 28,
which revenues and expenditures beginning to align in FY 29. However, it is important to
recognize that CalPERS costs are a highly volatile and externally controlled factor that
can shift significantly based on market performance and actuarial adjustments.

The financial challenges ahead call for staff to be proactive in its budget planning. As is
always the case with projections, the Outlook will change over time as more information
becomes known.

The Executive Summary chapter further describes the General Fund revenue and
expense trends, as well as additional information on the status of key funds.

| Table 5: General Fund Surplus / (Shortfall) in $ Millions

FY 28 FY 29 FY 30 FY 31 FY 32 Total
Projection Projection Projection Projection Projection
Surplus/(Shortfall)** (27.3) 2.3 0.4 7.1 25| (14.9)

** This chart assumes that any shortfalls are structurally solved each year







