EXECUTIVE SUMMARY
OVERALL BUDGET FINANCIAL SUMMARY

The Fiscal Year 2027 (October 1, 2026 through September 30, 2027) all funds budget for the City of
Long Beach totals $4.0 billion, including $299.6 million for all funds Capital Improvement Plan from
various sources excluding the Harbor Department. Table 1 shows the total Proposed Budget for the
City’s General Fund Group, including one-time expenditures, enterprise fund groups (Gas, Refuse,
Water, Airport, Development Services, Harbor, etc.) and all other fund groups (Successor Agency
Operations, Debt Service, etc.). Of the total budget, Harbor and Utilities Departments, which are not
administered by the City Manager and not directly controlled by the City Council (although the City
Council must review and approve the budget), constitutes 36 percent, or $1.5 billion of all proposed
spending.

| Table 1. Total Budget ($ in millions) |

FY 26 Adopted FY 27 Proposed % of Total % Change
General Fund - Recurring S 760.0 S 737.2 18% -3%
General Fund - One-Time* 12.9 14 0.0% -89%
Enterprise Funds 1,454.6 1,709.4 42% 18%
All Others 1,502.8 1,596.0 39% 6%
Total $ 3,730.3 S 4,044.0 100% 8%

*Does not include Measure A One-Times. Measure A One-Times are captured as part of the General Fund-
Recurring line item. Overall, Measure A is accounted for separately when calculating bottom line General
Fund structural status.

GENERAL FUND GROUP

The General Fund Group accounts for approximately 18 percent of the FY 27 total budget, down from
21 percent in FY 26 due to reductions within the fund, combined with significant allocations for major
capital projects in the Harbor Fund, Capital Projects Fund, and the Tidelands Funds. The General
Fund Group provides many of the City’s core services. These include police and fire services, parks,
street and sidewalk repairs, and library services. Most other fund groups and resources are restricted
by law for other purposes and cannot be used to support these core functions.

Balancing the FY 27 Budget

Table 2 shows the breakdown of budget balancing actions with additional information provided below
the table.
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| Table 2: FY 27 General Fund Budget Updates since April Projection ($ in millions)
Surplus/(Shortfall)*

Structural One-Time Total
Preliminary Shortfall as of April (61.3) - (61.3)

Proposed Budget Changes 3.1 - 3.1
Revised Surplus / (Shortfall) (58.2) - (58.2)

Budget Balancing Solutions

City Manager Proposal 55.9 (1.4) 54.5

City Measure A Structural Support - Public Safety 0.9 - 0.9
Fleet Replacement to Lease-Finance Model 12.6 - 12.6
Replenishment of City Reserves (9.8) - (9.8)

Final Surplus / (Shortfall) 14 (1.4) 0.0

* A positive number helps bottom line fund status; a negative number is a hit/cost to bottom line fund status.

Preliminary Shortfall as of April 2026 — The FY 27 budget shortfall was projected to be $39.3 million
at the time the FY 26 budget was adopted in September 2025. The projection included a $16.9 million
shortfall solved on a one-time basis in FY 26 and carried over to FY 27. Since then, staff presented
an updated projected structural shortfall of $61.3 million to the City Council in April 2026 which
reflected significant impacts continuing in key revenue streams. The outlook assumes that there is
not an economic recession and does not include federal policy changes resulting in loss of federal
funding.

Citywide Revenue and Expense Updates — Since staff presented a projected structural shortfall of
$61.3 million to the City Council in April 2026, projections have been actively monitored. Revenue and
expense projection updates have been made based on more recent data and trend analysis available.
Overall, the projection has slightly improved with a current projected shortfall of $58.2 million, which
can be attributed to various factors. Updates to revenue projections reflect significant revenue shortfalls
in UUT, franchise fees and interest pooled earnings. Overall, the General Fund revenue forecast
reflects an additional impact of $2.4 million. These impacts were offset on the expenditure side which
reflected improvements $5.5 million largely driven by the reduction of critical needs set asides planned
to support unforeseen needs along with lower than anticipated allocations from Internal Services Funds
discussed later in this report.

Proposed Budget Changes — 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
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deliberately establish an operating reserves allocation in the amount of $9.8 million to address
drawdowns of City reserves discussed in more details below. The remaining balance solutions of $1.4
million will offset a net $1.4 million of one-time allocations primarily to fund November election costs.

General Fund Emergency and Operating Reserves — The City of Long Beach has fiscal policies to
ensure long-term financial stability, protect essential public services, and guide responsible budgeting
decisions. Particularly, policy number eight “Adequate Emergency and Operating Reserves will be
Maintained” requires minimum reserve amounts. Reserves act as the City’s financial safety net,
providing flexibility to respond to emergencies, economic downturns, and unforeseen fiscal pressures
without compromising core services.

At the close of FY 25, the City experienced a substantial, unexpected year-end deficit, which required
the use of various balancing solutions including Long Beach Recovery Act “Securing Our City’s
Future” reserve funding, which was planned to balance the FY 26 Budget adopted, the use of various
set asides, and drawing down $7.8 million (or 43 percent) of the Operating Reserve to maintain service
continuity and meet financial obligations. The Operating Reserve ended FY 25 at $10.9 million,
including the Measure B reserve, and is 1.5 percent of estimated on-going operating expenditures.
The use of Operating Reserves in FY 25 dropped the balance below the required policy of two to
seven percent. The Emergency Reserve was not impacted in FY 25 and remained with a balance of
$50.1 million, which is 7 percent of estimated FY 25 on-going operating expenditures. The Emergency
Reserve is also below target minimum of 8 percent which is attributed to the continuous growth of
General Fund expenditures, not from uses of the reserves.

The FY 26 outlook continues to be shaped by the same substantial revenue challenges that drove the
FY 25 shortfall. Compounding these pressures, the City no longer has access to the one-time Long
Beach Recovery Act (LBRA) resources that were originally planned to help balance the budget,
removing a major one-time resource previously used to offset structural gaps on an intermittent basis.
In response, the City acted quickly to implement a 3% General Fund savings target and reduction
strategies in December 2025 to slow the rate of expenditure growth and mitigate the impact of
declining revenues. However, even with these corrective actions, current projections indicate that FY
26 will still require a significant draw on Operating Reserves and Emergency Reserves to close the
fiscal year. This continued reliance on reserves underscores the urgency of restoring long-term
structural balance and rebuilding reserve levels once revenue conditions stabilize.

The FY 27 proposed budget balancing solutions deliberately establish an operating margin 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). Additionally, beginning in FY 28, the financial forecast incorporates a structural
contribution of $2 million annually to City reserves as part of a long-term strategy to accelerate
replenishment efforts. This planned recurring contribution marks a shift from relying on one-time
solutions toward a more sustainable approach that rebuilds reserve levels over time and strengthens
the City’s overall fiscal resilience. The anticipated contribution back to reserves within the three years
is estimated at $36—$38 million, which is expected to fully restore the operating and emergency reserve
drawdowns and begin rebuilding balances toward policy limits. Annual contributions will be assessed
for each budget cycle to ensure the plan remains on track.

It is strongly encouraged that the Mayor and City Council set aside dedicated funding for reserves, as
maintaining healthy reserve levels is critical to preserving the City’s strong bond rating, particularly as
the City anticipates issuing additional bonds for future capital projects.
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Proposed Structural FY 27 General Fund Group Changes By Department

Table 3 summarizes the departmental net fund impact of the FY 27 General Fund Group proposed
changes, excluding one-times, along with the budgeted position changes. The total structural net
departmental changes as a result of City Manager proposed decisions resulted in an improvement to
the General Fund in the amount of $68.5 million, inclusive of $55.9 million is achieved directly through
internal operational efficiencies, departmental expenditure reductions, and strategic revenue
enhancements and $12.6 million shift from cash funded Fleet replacement to a lease finance model
for most General Fund vehicles. The Table does not include any Measure A department changes;
those are discussed and documented separately as part of the Measure A plan. The full details of
these General Fund changes by department, including Measure A items, are listed in Attachment B

of the City Manager’s Budget Message.

Table 3. Structural FY 27 General Fund

Net Impacts by Department*

FY 27 Proposed Position

Departments Changes Changes
Mayor and Council (563,526) -
City Attorney (160,500) -
City Auditor (165,093) (0.68)
City Clerk (105,410) (0.76)
City Manager (752,533) (1.10)
City Prosecutor (495,772) -
Community Development (346,789) (2.01)
Disaster Preparedness and Emergency (467,991) (2.00)
Communications
Economic Development & Opportunity (387,459) (2.18)
Financial Management (1,573,611) (11.33)
Fire! (14,097,699) (32.70)
Energy & Environmental Services? (70,448) 0.15
Health & Human Services (873,433) (5.70)
Library, Arts, and Culture (1,434,072) (12.00)
Parks, Recreation and Marine (2,906,709) (23.41)
Police3 (20,907,917) (68.47)
Police Oversight (109,228) -
Public Works* (5,468,090) (23.92)
Citywide Activities’ (17,626,682) -

(68,512,964) (186.11)

1.

In the Fire Department, the FY 27 budget includes a structural increase of $2.2 million in Measure A
funds to operate Engine 17 with permanently assigned sworn staff. Table 3 reflects the additional
12.0 FTEs but excludes the $2.2 million enhancement budget from Measure A. Additionally, $2.7m
reduction reflected in the table is related to the Fire/Port Fire Suppression MOU to move closer to

cost recovery.
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2. Although the fund impact reflects a benefit related to recognizing additional franchise fee revenue to
align actuals, the FTE count reflects an increase as personnel support needed to align with General
Fund work being performed in the Energy & Environmental Services Department.

3. In the Police Department, the FY 27 budget includes a structural increase of $0.3 million in Measure
A funds to support staffing the Real Time Crime Center. Table 3 excludes the budget enhancement
from Measure A.

4. In the Public Works Department, $0.7 million enhancement related to aligning staff budget with the
updated Citywide Indirect Cost allocation within the department, to allocate eligible administrative
costs to Capital Improvement Projects. This action is offset by additional General Fund cost recovery
from capital projects in the Citywide Activities Department.

5. The Citywide Activities Department reflects various reductions that will result with the savings
distributed across all departmental user, such as $2 million related recognizing reductions in Internal
Service Fund costs, such as Fleet and Technology MOUs, and $12.6 million shift from cash-funded
Fleet replacement to a lease-finance model for most General Fund vehicles.

General Fund Group Budget 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
4 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 2026, 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 cumulative 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. It is important to note that City
Measure A returns to 1 percentin FY 28. This projection does not include use of additional City Measure
A funds towards General Fund expenses to relieve the General Fund’s deficit to maintain current public
safety costs.

The out-years of the City’s financial forecast reflect the anticipated peak in CalPERS costs occurring in
FY 28, which then shows 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.

| Table 4: 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

The Outlook includes the following assumptions:

e No recession

e Normal revenue growth factored in after FY 27
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There are many change “drivers” that impact the forecast on both the revenue and expenditure
sides. Details of some of the key change drivers are shown below in Table 5. As is always the case

e Federal policy updates, such as any loss of federal funding and tariff policy impacts, may

result in change in the forecast

e Negotiated contract costs are included and general cost of living wage increases are
assumed for contracts that expire. This assumption will be revised based on actual

negotiated contracts.

¢ No Tidelands Operating Fund supplemental subsidy

o High levels of position vacancies being experienced by the City do not continue

with projections, the outlook will change over time as more information becomes known.

Table 5: Drivers for the General Fund Surplus / (Shortfall)*
($ in Millions)
Incremental Changes in Revenue and Expense Fy27 Fy 28 FY 29 FY 30 FY 31 Fy 32 Total
9 P Proposed Projected Projected Projected Projected Projected
Property Tax 6.4 7.5 7.6 7.9 8.3 8.6 46.2
Sales Tax 2.1 2.7 2.8 2.9 3.0 3.1 16.7
Sales Tax - Measure A 23 25.8 2.8 2.9 3.0 3.1 40.0
Utility Users Tax (11.6) 3.4 3.7 4.0 4.3 46 8.3
Transient Occupancy Tax 36 1.7 1.8 1.9 2.0 21 12.9
Interest Pooled Cash (7.9) (7.9)
Uplands Oil Transfer (.5) (1.8) (.7) (.8) (3.8)
Other Revenue Change
(e.g. VLF, Electric/Pipeline Franchise, Transfers) 5.2 2.1 5.2 3.6 4.9 5.1 26.2
Total Revenue Impact (:3) 41.4 23.1 22.4 25.4 26.5 138.7
Salary Changes (30.8) (23.6) (17.9) (18.5) (19.0) (19.5) (129.3)
CalPERS Pension Changes Due to Rate Increase Only (6.2) (11.4) 6.3 6.1 10.5 3.1 8.4
Technology & Innovation MOU Costs 1.2 (.5) (.5) (.5) (.5) (.5) (1.3)
Fleet Fund MOU Costs 1.4 (1.0) (1.0) (.2) (1.0) (1.0) (2.8)
Heath Fund Subsity (5.2) (5.2)
Workers Compensation 43 (1.0) (1.0) (1.0) (1.0) (1.0) (.7)
Health Benefit Related Changes (1.2) (1.5) (1.5) (1.5) (1.5) (1.5) (8.6)
General Liability MOU 9 (.5) (.5) (.5) (.5) (.5) (1.6)
Other Expense Changes
(e.g. Debt Service, Sales tax Rebates, Tax Measures plugs, Corrections) (3.2) (6.2) (1.5) (2.7) (2.1) (.1) (15.8)
Total Expense Impact (38.9) (45.7) (17.7) (18.7) (15.0) (20.9) (156.9)
Additional Impacts To Projected Surplus/(Shortfall)
City Manager Budget Proposals Net Impact (structural) 68.5
Shortfall from Previous Year - Not included in lines above (16.9)
Measure A Structural Support for Public Safety 9 3.1 - - - -
Backing out Impact of Measure A related revenue** (2.3) (25.8) (2.8) 2.9) (3.0) (3.1)
Measure B (Stabilization Fund) Set Asides*** 11 (.31) (.32) (.33) (.34) -
Replenish of City Reserves (9.8)
| Projected Structural Surplus / (Shortfall)**** 1.4 (27.3) 2.3 4 7.1 2.5 |
One-time Surplus / (Shortfall) offsets (1.4)
| Final Projected Surplus / (Shortfall)**** (.0) (27.3) 2.3 4 7.1 2.5 (14.9)|

* Negative numbers represent a negative impact to the fund position, and positive numbers represent a positive impact to the fund position.

** Measure A related revenue and expense increments need to be backed in order to calculate the surplus/(shortfall) unrelated to Measure A.

*** These figures reflects Measure B set asides for Measure MA, Measure US, Measure B-TOT, and Measure LB. Measure A amounts are captured as part of backing out Measure A

related revenues and expenses.
**** Assumes that any shortfalls are structurally solved each year
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Major FY 27 General Fund Group Revenue Trends

Revenues in the General Fund Group are typically unrestricted in their use and predominantly derived
from local taxes. In FY 27, taxes account for approximately 73 percent of General Fund Group
revenues. Of the total General Fund revenue amount, Property Taxes, Sales Tax (including Measure A),
Property Tax In-Lieu of Vehicle License Fees (VLF) and Utility Users Taxes (UUT) account for 64
percent of General Fund Group revenue. Like other California cities, revenue in the Long Beach
General Fund Group is constrained by the natural rate of year-over-year growth of these tax
revenues. Historically, the base revenue increase (not including unusual one-time gains or losses)
had difficulty even offsetting inflation in the City’s costs.

Although the overall revenue outlook continues to project growth from FY 26 mid-year estimates, the
FY 27 budget includes a recalibration of expected revenue levels based on the most recent data
available including FY 25 year-end performance and current year revenue trends indicating a
slowdown across several key revenue sources in FY 27. The section below outlines additional
projection details on major revenue streams, including FY 27 original projections of property tax, sales
tax, UUT and interest pooled cash as being the primary drivers contributing to the significant revenue
decline, which now is primarily attributed to UUT and interest pooled cash underperformance. The
following revenue assumptions do not include anticipated impacts from federal policies, such as
tariffs, and will continue to be updated throughout FY 27 as more data becomes available.
Additionally, Attachment A to this Executive Summary Chapter provides background information on
the basics of the City’s Sales and Property Tax revenues.

Property Taxes — The largest City revenue source in FY 27, total real property tax, is estimated to
generate $186 million. Due to Proposition 13, the City’s underlying assessed valuation growth is
constrained to two percent per year until a reassessment occurs due to a change of ownership or
construction. The FY 27 property tax revenue forecast is based on the assessed valuation
provided by the County of Los Angeles for 2025/2026 values, covering 2024 calendar year sales
and other values set by the County Assessor as of January 1, 2025. In FY 26, the forecast
anticipates secured and unsecured property taxes with a decline of 2 percent, based on
increases in property assessment appeals and a slower growth of property tax revenue. Similarly,
these assumptions also extend to Property Tax In-Lieu of Vehicle License Fee, which is projected
at $75.5 million in FY 27, while remaining relatively flat from budget in FY 26.

The FY 27 property tax forecast assumes a three percent increase over FY 26 estimates, and
revenue from secured and unsecured property taxes is anticipated to increase by four percent
over FY 26 estimates due to anticipated growth in new development in the City, while slowed in
comparison to recent prior years. Further, tax revenue from former redevelopment areas are
subject to similar factors. In FY 27, tax revenue to the General Fund Group from former-
redevelopment areas is projected to increase by two percent from FY 26 estimates and excludes
revenue that must first be used to fund former-Redevelopment Agency obligations (e.g., debt
service payments) in the Recognized Obligation Payment Schedule (ROPS). Following FY 27,
the outyear forecast assumes a four percent increase each year as ROPS expenditures for
former Redevelopment Agency obligations conclude (e.g., debt service payments), resulting in
higher tax revenue for the General Fund Group.

Sales Tax — The City’s second largest revenue, sales tax revenue (not including Measure A) is
projected to generate $91.3 million in FY 27, which is a two percent increase from the prior year’s
budget. FY 27 projections anticipate a three percent increase over FY 26 estimates, which is
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trending higher than budget and is based on the most current data available covering calendar
year 2025 and strong first and second quarters sales activity in FY 26.

FY 26 sales tax revenue estimates a one percent decline from budget based on a decrease in
retail sales from store closures and a continuance of slowdown in other taxable sales categories
such as autos and transportation. However, in FY 27 stronger growth and performance is
projected in local business, industry firms, fuel, and transportation based on updated quarterly
sales tax data and industry trends activity being reflected in stronger consumer demand for
durable goods and retail sales. The FY 27 projection also assumes continued sales performance
and growth from various location agreements approved by the City Council to establish purchasing
companies in the City of Long Beach and promote sales tax revenues and increases in other areas
such as restaurants and hotels and revenue generated from development projects occurring in
the City.

Measure A — The City’s Transactions and Use (Sales) Tax, known as Measure A, is projected to
generate approximately $69.1 million in FY 27, which will be deposited in the General Fund
Group. Like non-measure A sales tax, projected FY 27 Measure A revenue projects a three
percent change from the FY 26 Budget and is impacted by similar factors such as stronger
consumer demand in higher quarter sales in FY 26 in fuel and service station sales and
restaurant and hotels sales. The FY 27 Budget reflects a reduced Measure A tax rate at 0.75
percent, however, when it returns to a full 1 percent on October 1, 2027, the revenue is projected
at $94.8 million in FY 28.

Utility Users Tax (UUT) & Franchise Fee Revenue — This is a five percent tax on usage of water,
telephone, electric utilities and dependent on utility prices and customer usage. FY 27 forecast
across all UUT sources is based on the current year's performance for each utility and is
projected to generate $55.7 million, which is a decline of $11.6 million compared to FY 26
Adopted Budget. The decline is largely a result of underperformance of gas UUT. In FY 26,
overall Gas Utility Users Tax is anticipated to fall short of budget by $12 million, which includes
the voter approved Measure LB anticipated $15 million in new gas Utility User Tax revenue,
attributed to unrealized Measure LB revenues, lower consumption, and natural gas prices due to
energy efficiency and electrification along with a relatively flat performance in non-measure LB
gas revenues. As such, to reflect the expected underperformance in FY 26, the projection for FY
27 Measure LB revenue is $3.2 million. Excluding Measure LB revenue in FY 26 and FY 27,
forecasted UUT revenue is five percent higher than FY 26 estimates. While FY 27 projected
revenue (excluding Measure LB) is slightly higher than current mid-year estimates, the FY 27
Budget is less than one percent more than prior year's budgeted amounts. This is relatively flat
performance includes slowed actuals in Electric UUT revenue in comparison to prior years in
addition to more stabilized revenue trends for Gas UUT following the Natural Gas Price Spike in
FY 23. These trends are also impacting electric and gas franchise fee revenue totaling $14.6
million in FY 27, which is a decrease from the FY 26 Budget of $16.3 million. Of the total franchise
fee revenue decline totaling $1.7 million, $1.6 million is from the gas franchise fees based on
lower energy price and customer usage. Telephone UUT continues to be assumed as a declining
revenue source based on average annual performance. Finally, based on current year’s
performance and in anticipation of rate increases, Water UUT is anticipated to increase by 12
percent from the FY 26 Budget.

Transient Occupancy Tax (TOT) — The FY 27 General Fund Group budget for TOT (including
the additional one percent generated from Measure B-TOT) is $33.7 million and is twelve percent
higher than the FY 26 Budget. Although Long Beach TOT is an extremely volatile revenue source
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and dependent on many factors including business and convention travel, the FY 27 forecast is
five percent higher than FY 26 estimates based on current activity. Beyond FY 27, the outyear
structural forecast also assumes steady growth of five percent each year and does not anticipate
additional one-time revenues from large-scale events such as the 2028 Olympics.

Interest Pooled Cash Revenue — Annual revenue is subject to interest rates and the mix of
securities in the City’s investment pool across all fund groups. In FY 27, General Fund Group
revenue is projected at $3.7 million. The forecast is based on FY 26 and FY 27 projected cash
balances. FY 26 forecasts much lower than anticipated performance due to the General Fund’s
average daily cash balances and reduced share of the total citywide interest-pooled cash
revenue which was 5 percent as of FY 25 year-end.

Other Revenue Change — All other General Fund Group revenues including transfers to the
General Fund, Property Tax in-lieu of VLF, franchise fees, etc. In FY 27, overall, a decline is
anticipated in other revenues from the FY 26 budget, however, a notable increases from the FY
26 budget in parking meter revenues in the downtown business corridor and Property Tax in-
lieu of VLF.

Oil Revenue

Oil revenue for the City is produced through three primary sources: (1) a barrel tax, used to fund
General Fund operations; (2) revenue from the sale of produced oil that benefits the Tidelands and
General Fund; and (3) an administrative fee placed on Uplands oil production costs that benefits the
General Fund. 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. Due to the current legislative landscape
and regulatory environment expediting annual oil revenue decline in advance of 2035, the City
implemented a strategy in FY 25 to reduce its structural reliance on oil revenues in the General Fund
Group by FY 30 — five years in advance of the target date of 2035. As part of this strategy, the City
will gradually reduce its dependence on oil proceeds each fiscal year until it is fully phased- out of
the General Fund structural budget by FY 30. Higher than budgeted revenues will be used for one-
time uses including priority projects and/or set-aside for future oil well abandonment.

Due to the projected shortfalls and the transition plan from revenue reliance on oil, unallocated City’s
Measure A funding in FY 28, the year when the Measure A tax rate is projected to increase from the
current 0.75 percent to the full 1 percent, will be prioritized to support the increased structural cost
associated with public safety maintenance previously funded with the General Fund.

Oil Transfers — The projection for the FY 27 budget assumes the structural price of oil at $55 per
barrel. While FY 26 mid-year estimates anticipate a higher actual average price of oil at $70 per
barrel, the FY 27 budget applies the financial practice of structurally budgeting a lower than likely
oil price to hedge against the risks of the very volatile nature of this revenue source.

As part of the long-term strategy to reduce reliance on oil, FY 27 originally planned a structural
reduction to our oil-revenue projections. However, due to significant fiscal pressures during the
year, were unable to implement the planned reduction and maintained our projections at prior
levels. The oil reliance reduction strategy will continue into FY 28 on track for its goal by 2030.
Due to this financial practice of budgeting oil revenue lower than the likely price, there may well
be surplus available at the end of FY 27, which can be used towards critical one- time needs or
additional set-aside for oil well abandonment.
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Table 6 below shows actual and anticipated annual revenues available for transfer to the General
and Tidelands Operating Fund Groups based on the assumed oil price per barrel. Both price and
production efforts have an impact on the City’s oil revenues, which in turn impacts what net
revenues are available for higher net transfers to operating funds. Starting in FY 25, net oll
revenue to the Uplands and Tidelands Operating Fund Groups decreased due to the legislative
and regulatory landscape which has reduced production activities. Actual and projected revenues
are available after amounts are set aside for future abandonment funding. In FY 27 and beyond,
the annual structural abandonment set-aside amounts at $55 per barrel for Uplands and
Tidelands Operating is $1,625,000 and $7,125,000, respectively.

Table 6: Revenues Based on Estimated Oil Barrel Prices

FY24 FY25 FY26 FY27 FY28 FY29 FY30 FY31 FY32

In millions of $ Actual Actual Est. Budget Proj.* Proj. Proj. Proj. Proj.
Barrel Price Estimate S79 579 S70 S55 S55 555 555 555 S55
Uplands* $10.3 $8.5 $5.8 $3.3 S1.5 $0.8 S0.0 S0.0 $0.0
Tidelands $25.0 $17.0 S$13.5 $8.9 $6.8 $4.9 $3.6 $2.9 $2.4

*FY 28 and beyond outlook includes City's strategy to reduce its General Fund reliance on oil revenue.

Oil Production Taxes — City revenue generated from the business license tax on oil production
depends on the number of oil barrels produced each year. Oil production tax revenue is comprised
of oil production taxes from Proposition H (Police and Fire Public Safety Oil Production Act) and
the City’s general tax including Measure US. Proposition H is a special tax on oil production and
restricted to funding public safety services that would otherwise be funded with the General Fund,
and Measure US is a general tax on oil production where funding is intended for local climate and
environmental, community health, jobs training, and youth initiatives. The FY 26 revenue forecast
for these funding sources is based on the current year’s barrel production trends. Oil production
tax revenue has historically been regarded as a declining revenue source due to the natural
reduction in oil production. The FY 27 and outyear forecast assumes a 10 percent barrel decline
through FY 32. The annual production decline is an increase from budgetary assumptions
previously at 6 percent prior to regulatory actions which reduce production activities. Like oil
proceeds from Uplands, revenue projections reflect the City’s strategy to reduce structural
dependence on oil revenue until FY 32 when General Fund budgeted oil revenue is reduced to
$0. Actual revenue received above budgeted figures will be available for one-time use. The FY
26 Budget programs $1 million ($500,000 from General Fund and Measure US, and $500,000
from Proposition H) from oil production tax proceeds which were reduced structurally from the
General Fund forecast but will be recognized in FY 27 due to financial conditions in the fund.

Table 7: Oil Production Tax Revenues

FY24 FY25 FY26 FY 27 FY28 FY29 FY30 FY31 FY32

In millions of $ Actual Actual Est.* Budget Proj. Proj. Proj. Proj. Proj.
General Fund S1.4 $1.3 $1.3 $1.2 $0.6 $0.5 $0.0 $0.0 $0.0
Measure US $1.4 $1.3 S1.3 $1.2 S0.6 $0.5 S0.0 $0.0 S0.0
Proposition H (Public Safety) S29 S26 S26 S2.4 $S0.8 $S0.6 S0.0 S0.0 So0.0

*S1 million programmed in the FY 26 budget for one-time purposes.

Major FY 27 General Fund Group Expense Trends

On the other side of the equation, General Fund expenditures are projected to grow $38.9 million in
FY 27 largely due to salary costs. Several overhead rates (CalPERS, Workers Compensation,
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Health Benefits) were intentionally held low or maintained at flat levels in FY 27 to help mitigate the
impact of the already projected significant shortfall and capture short-term use of Budgetary Funds
Available within Internal Services Funds.

Salary Changes: Labor costs in FY 27 are projected to increase by approximately $30.8 million
due to several reasons, including previously negotiated pay raises and benefit changes in
employee labor contracts and step increases for current employees. Public Safety
Memorandums of Understanding (MOUs) were approved subsequent to the FY 26 adoption
budget. FY 27 funding salary increase reflects a necessary alignment to reconcile current-year
with newly approved contract rates that exceeded original budget projections. For years with no
agreed labor contracts, starting FY 27 for miscellaneous groups and FY 29 for Public Safety
groups, assumptions in the projection resulted in an average increase of $17.8 million per year.
This also assumes more of a normal labor market and lower vacancy rates than we are
experiencing now.

Pension (CalPERS): Pension costs can vary sharply from year-to-year because of the way the
State (CalPERS) determines the City’s annual contribution and their ongoing efforts to improve
the funding of the CalPERS pension plan to reduce and eventually pay off the City’s unfunded
pension liabilities over the next 30 years. In FY 27, the increase in cost is attributed to higher-than-
expected employer contribution rates driven by inflation and as a result, higher pay for retirees.
Additionally, recent City pay raises were greater than actuarially assumed by CalPERS. The total
FY 27 General Fund Group budget for pensions is $149.3 million ($260 million All Fund Group)
which includes a $11.3 million increase related to the CalPERS rate changes. Current projections
indicate that the rate of cost growth is expected to ramp up and peak in FY 28 and then begin to
stabilize thereafter in result of strong investment returns in FY 2023-24 (9.3%) and a FY 2024-25
(11.6%). However, it is important to recognize that CalPERS costs are highly volatile and
externally controlled factors that can shift significantly based on market performance and actuarial
adjustments.

Critical Technology and Innovation Costs: The Technology and Innovation Department’s
Memorandum of Understanding (MOU) allocate costs to all departments and funds. In FY 27
these costs are anticipated to decrease by approximately $2.7 million in the General Fund. The
decrease is primarily attributable to budget reductions within the Technology and Innovation
Department, implemented as part of the broader General Fund budget reduction strategy with
savings anticipated to be $1.5 million. Additionally, incremental impacts of the City’s Citywide
Indirect Cost Plan, along with a need to recoup for prior year charges, are required but at a lower
amount than planned for in FY 26, resulting in an additional $1.2 million decrease in the FY 27
MOU.

Fleet Fund MOU Costs: 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 General Fund forecast
does not reflect these savings as it is currently serving as an operating margin to address
drawdowns of City reserves in recent years. As to operational costs, labor is projected to increase
due to a combination of factors such as asset aging out of warranty and shifting work in-house
to improve turnaround times. Fuel pricing can fluctuate based on crude oil pricing which has been
adjusted for a slight increase in the short-term. Considering these factors, additional savings in
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the amount of $1.4 million to the General Fund is largely attributed to the ability to delay debt
service payments to new lease vehicles due to the prior capital collections on current vehicles in
service.

Health Fund Group Subsidy: In recent years, realignment revenues have remained relatively
unchanged, but 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 Group. As a result, the General Fund is now covering
the shortfall, placing additional pressure on the City’s primary, discretionary funding source and
limiting the City’s ability to invest in other community priorities. The proposed budget includes a
structural contribution of $5.2 million in the General Fund to help stabilize the Health Fund Group
while additional evaluations and long-term corrective strategies continue to be developed. The
structural support is in addition to General Fund returning the cost allocation charge taken from
all funds as part of the Citywide Indirect Cost Plan, currently budgeted to return $5 million
annually to the Health Fund Group. With these two subsidies, the City now covers essentially the
cost of technology MOU and Indirect Costs Plan charges, both of which cannot be charged to
most grants.

Workers Compensation: In FY 27, the Fund’s position is expected to continue improving as the
City maintains current departmental rates and strengthened return-to-work and medical review
processes. Revenues to the Worker's Compensation Fund are generated through rates charged
to departments based on claims history and personnel costs. In FY 27, the cost recovery
collection rates were intentionally lowered across all funds to generate budgetary savings at the
departmental level, which resulted in a decrease of $4.3 million in the General Fund. This
strategic adjustment increases the likelihood that actual claim activity may exceed collected
revenues. Should that occur, the Workers’ Compensation Fund may need to utilize Budgetary
Fund Available to absorb any shortfall between collected overhead and actual claims costs.

Health Benefit Related Costs: Healthcare spending has been on the rise for the last several years.
The overall healthcare market is seeing a rise in costs with increased cost adjustments due in
part to an increase in overall utilization and high-cost claims. Potential impacts from inflation are
likely to drive up future health care costs, however the magnitude is not yet known, and will be
considered in future projections. Although trends reflect increases in the market, FY 27 overhead
collection rate increases from departments were held low due to a healthy Budgetary Fund
Balance in the Employee Benefits Fund Group. Health benefit related costs are projected to
increase by $1.2 million in the General Fund.

General Liability MOU: General Liability and miscellaneous insurance costs have steadily
increased in recent years due to recent City losses and industry-wide cost increases, and FY 26
is expected to continue this trend. To mitigate cost increases to the City’s other funds, the City
has not increased General Liability insurance collection rates charged to the City’s other funds
in five years. However, if the trending increase in costs continues, future collection rates will need
to be adjusted accordingly. In FY 27, the General Liability Fund is projected to remain the same
amount, but allocations across the City funds were revised to reflect updated analysis of claims
and losses by department, as well as new loaded cost allocations by departments which resulted
in a decreased allocation to the General Fund in the amount of $0.9 million in FY 27.

Other Expense Changes — These figures include various other expense categories including debt
service payments, various citywide MOU costs, budget for sales tax rebates that are offset with
revenue increases, Measure B TOT disbursement alignments to revenue projections. In FY 27, a
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key adjustment included an alignment of $1.9 million in the Fire Department to cover payments to
the State for the City’s participation in the Public Provider Ground Emergency Medical
Transportation (PPGEMT) Intergovernmental Transfer (IGT) Program. Anticipated debt service
payments from the General Fund net an increase of $0.7 million in FY 27 due to a combination of
a reduction in scheduled payments for current debt and anticipated of new debt related to City
Council approved projects LB Builds E.L.M. system, 125 Crime-lab and Fleet EV infrastructure
needs).

OTHER FUNDS GROUPS

In addition to the General Fund Group, the City maintains 36 other major fund groups. Many are
narrowly focused and restricted to specific business activities. This section discusses select fund
groups with key Citywide issues.

Airport Fund Group

The Airport Fund Group is used to account for the short- and long-term operation of Long Beach
Airport. The ongoing revenue is largely derived from airline fees, concession sales, parking activities,
and long-term ground leases of airport property.

The Airport currently operates with 58 air carrier slots allocated to Southwest (45), Delta (3), Alaska
(4), and UPS (2), while the remaining (4) slots are going through an allocation process. With new direct
routes to Seattle and Portland this summer, a total of 21 non-stop destinations across the U.S. are
available from the Airport. Passenger activity for the first half of FY 26 was better than projected. Total
passenger activity is expected to be roughly 3.4 million for FY 26, an overall decline of 11 percent from
the prior year and marking a second year of activity decline.

In FY 26, Airport operating revenues were negatively impacted by the decline in passenger activity,
but mitigation efforts have helped limit the corresponding decline in revenues. Rate increases were
implemented in October 2025 and in March 2026 to help offset the reduced passenger activity and are
anticipated to slightly increase parking revenues. Other passenger-dependent revenues such as car
rentals and concession sales are expected to decline proportionately to the decline in passenger
activity. FY 26 revenue from airlines remains relatively flat compared to FY 25, despite the decrease
in traffic. Revenue from non-aeronautical ground leases is stable and will grow at the typical 1-2
percent rate based on the average rent adjustment. Development opportunities are underway and will
help grow revenues in this category in the future. Interest income continues to exceed projections and
helps offset the shortfall from other revenue sources. Overall, FY 26 operating revenues are expected
to decline by only 1 percent compared to the 11 percent drop in passenger activity in the same period
last year.

In FY 27, the Airport will implement increases to parking, Transportation Network Company, and taxi
drop off/pick up fees, generating an estimated $2.1 million in additional revenue. Conservative
projections indicate FY 27 will be the third consecutive year of passenger-activity decline, continuing
the trend seen in FY 25 and FY 26.

Airport operating costs continue to increase year over year due to inflation-related factors, increased
wages, and increased operational needs. However, the growth in costs is limited this year due to cost
reduction efforts by the Airport. FY 26 vacancies for budgeted positions are expected to average
around 20 percent throughout the year and will help provide significant cost savings. Discretionary
spending has been limited as the Airport focuses on core services and maintaining essential
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infrastructure and supplies. In FY 26, total operating expenditures for the Airport are expected to
increase by 4 percent compared to FY 25.

In FY 27, projects such as the Airport’s $37 million Passenger Concourse Enhancement project are
expected to be largely completed by year-end. Improvements include upgraded restrooms, refreshed
boarding lounges, and expanded outdoor seating, significantly enhancing the customer experience.
The FY 27 Proposed Budget includes an additional $350,000 investment in targeted marketing to
expand awareness of “America’s Coolest Airport,” strengthen the Airport’'s competitive position, and
support major community and tourism events, including early preparations for the 2028 Olympics. To
maintain essential operational reliability, FY 27 also includes $400,000 for core infrastructure
improvements such as upgraded phone systems, implementation of an online badging process, and
enhancements to airfield systems to support safety, security, and regulatory compliance.

Overall, FY 26 revenue is expected to slightly decline while expenditure growth is expected to be
limited. Despite the decline in traffic and growing operating costs, the Airport’s overall financial
performance remains manageable even with the significant challenges this year and ahead. The
mitigation efforts made so far will help prepare the Airport for an expected third year of decline in FY
27. Infrastructure and marketing investments in FY 27 are expected to draw additional visitors while
strengthening the Airport’s operational foundation. As activity fluctuates throughout the years, the
Airport will continue to adapt to the circumstances to ensure it continues providing an amazing travel
experience.

Employee Benefits Fund Group

The Employee Benefits Fund Group was created to finance and account for employee paid time off
(i.e., sick leave, vacation, holiday, etc.) and fringe benefits, such as retirement (almost entirely
CalPERS pensions), health/dental/life insurance, Social Security, and Medicare. The revenue for this
Fund Group is derived from charges to departments based on an allocation of employee benefit costs
to each budgeted position, as well as administration of payroll and human resources costs.

A key annual consideration for this Fund Group is whether to prepay the Unfunded Accrued Liability
(UAL) to CalPERS, a decision that depends on comparing CalPERS’ discount rate with one-year U.S.
Treasury (UST) yields and determining which option provides the greater financial benefit.

In July 2026, the City will determine whether prepaying CalPERS or continuing to invest the funds
yields the greatest benefit. If one-year UST yields are higher in July than the discount rate of 3.4
percent that the City would be credited by prepaying the annual UAL payment owed to CalPERS, the
City will invest the funds in the higher-yielding UST securities.

Due to the timing of the annual prepayment option to CalPERS, which must occur in July before the
City’s fiscal year begins in October, any year in which the City prepays results in a large cash outflow
and corresponding decrease in budgetary funds available as of September 30. However, while
prepayment reduces budgetary funds available in the short term, it provides a net financial benefit
when the CalPERS discount rate exceeds available UST yields. Conversely, in years when the City
does not prepay, both budgetary funds available and overall investment returns increase.

As of June 2026, one-year UST yields are higher (3.97 percent) than the discount rate (3.4 percent)
the City would be credited by prepaying CalPERS. If that rate differential persists into late July, then
the City will not prepay CalPERS but instead hold on to the cash in the Employee Benefits Fund Group
and invest it in higher-yielding securities, resulting in an estimated financial benefit of approximately
$917,000. The final decision will be made in July 2026 right before the CalPERS prepayment is due
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based on one-year UST yields at that time. The Fund Group maintains adequate budgetary funds
available to accommodate the full payment should prepayment be the more cost-effective choice.

Insurance Fund Group

The Insurance Fund Group is an internal service fund comprised of the Worker’'s Compensation and
General Liability Funds that accounts for and finances all risk management-related and insurance
activities citywide. The City uses self-insurance and purchases excess insurance coverage in the open
market to protect against large losses. The Fund Group is primarily supported through charges
(premiums) to City departments and funds based on overhead rates, allocation of risk management
costs, recovery fees, and reimbursements received on claims expenses and other expenditures.

Worker’s Compensation Fund

The Worker’s Compensation Fund offers health and lost wage benefits to employees at no cost if an
employee is injured or becomes ill due to job related issues. Revenues to the Worker’'s Compensation
Fund are generated through rates charged to departments based on claims history and personnel
costs. FY 26 projections show the Fund closing with a surplus of $2.9 million, allowing the Fund to
guard against future unexpected cost increases. The Worker’s Compensation Fund started FY 26 with
$9.4 million in budgetary funds available and is expected to close the year with $12.3 million. In FY
27, the Fund’s position is expected to continue improving as the City maintains current departmental
rates and strengthened return-to-work and medical review processes.

General Liability Fund

The General Liability Fund accounts for the City’s miscellaneous insurance, settlements, judgments,
and defense for all liability-related activities. General Liability and miscellaneous insurance costs have
steadily increased in recent years due to recent City losses and industry-wide cost increases, and FY
26 is expected to continue this trend. To mitigate cost increases to the City’s other funds, the City has
not increased General Liability insurance collection rates charged to the City’s other funds in five years.
However, if the trending increase in costs continues, future collection rates will need to be adjusted
accordingly. The General Liability Fund started FY 26 with a deficit of $4.1 million in budgetary funds
available, and the ending budgetary funds available will be highly dependent upon the amount of FY
26 settlements and judgments. In FY 27, the General Liability Fund is projected to remain under
pressure due to continued industry-wide increases in insurance premiums and settlement costs.

Table 8 below provides a nine-year history of miscellaneous insurance, settlements, and judgment
costs, along with the FY 26 Adopted and FY 27 Proposed Budget amounts.

Table 8: Insurance Nine-Year History

Actuals* Adopted | Proposed
(in millions)| FY17 | FY18 | FY19 | FY20 | FY21 | FY22 | FY23 | FY24 | FY25 | FY26 FY 27

Misc Insurance| $ 3.3|$ 3.7|$ 35|S$ 74[$105|$141|$176|$228($265|$ 258|$ 258
Settlements & Judgments| $ 12.7 | $15.2 | $27.2 |$ 84 |$ 32|$113|$ 86|$106|$16.2|$ 143|S 143
Combined Total| $ 16.0 | $ 189 $30.7 [ $ 157 |$13.7|$254|$26.2|$33.4|$427|$ 401|$ 401

Refuse and Recycling Fund Group

In FY 26, the Refuse and Recycling fund was transferred to the Energy and Environmental Services
Department (EES). The Refuse and Recycling Fund provides refuse, recycling, and organics collection
services for residents and businesses of Long Beach in a timely and cost-effective manner, ensuring
compliance with the State's solid waste diversion laws. The Fund receives approximately 95 percent
of its total revenues from solid waste collection charges assessed to residents and businesses
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receiving City collection services. The remaining funds come from grants for various programs and
public outreach efforts (recycling, litter reduction, used motor oil collection, etc.), revenues from the
sale of recyclables collected through the City's residential recycling program, fees paid by the City's
licensed private refuse haulers for AB 939 compliance, and interest income. Over $4 million is
transferred annually to the General Fund to reimburse the City for refuse-related services and
programs, such as street maintenance, tree trimming, stormwater, and environmental compliance.

The City-wide implementation of the residential organics collection program in early FY 26 doubled
the number of carts collected on a weekly basis, impacting existing collection route designs. In FY 27,
the Department will initiate new route optimization efforts to ensure that the new routes effectively
incorporate the number of collections personnel available with the available fleet vehicles daily. This
effort will be made in conjunction with development of new route mapping software, providing collection
operators with turn-by-turn GPS navigation for their routes. These tools will improve operational
efficiency, minimize missed collections, and increase service reliability.

These priorities collectively support the Department’s broader initiative to develop a comprehensive
roadmap for the City’s future solid waste management system — one that reduces waste, strengthens
compliance, and builds a more sustainable and resilient community.

Special Advertising and Promotions Fund Group

The Special Advertising and Promotions Fund Group (SAP) is a Special Revenue Fund dedicated to
the specific purposes of advertising, promotional, and public relations projects calling attention to the
City, its natural advantages, resources, enterprises, attractions, climate, and facilities.

Transient Occupancy Tax (TOT) collected by Long Beach hotels and short-term rentals is the largest
source of revenue for the fund. The current tax rate is thirteen percent of the nightly room rent, six
percent of which is allocated to the General Fund Group, and six percent to the SAP Fund Group. The
remaining one percent was added per the 2020 voter approved Measure B (TOT) and is intended for
the City’s arts organizations and the Long Beach Convention and Entertainment Center per City
Council Resolution. Other sources of SAP revenue include studio filming permits, special events
licenses, and other permits and fees.

In FY 26, TOT revenue is projected to end the year at $13.2 million, which is approximately $100,000
less than budget (or 0.8 percent). FY 27 TOT revenue is projected to end the year at $13.8 million,
which is $500,000 more than budget (or 4 percent). TOT revenue is anticipated to continue improving
in the outyears, but the revenue stream remains sensitive to economic variables and conditions. This
volatility can cause large swings to the Fund Group’s fiscal status year after year.

In FY 26, the City Manager’s Office invested in both personnel and programming. Key enhancements
include the addition of 1.54 FTE intern positions, modernizing city permitting services via an updated
platform, a structural allocation for the Pride Parade, and heritage programming for the 250th U.S.
Independence anniversary with our Ranchos. The FY 26 Budget also carried forward several one-time
expenses from the prior year, supporting efforts such as Olympics planning, targeted marketing and
tourism activities, business attraction initiatives, and the development of an Entertainment Strategic
Plan.

The FY 27 Proposed Budget includes SAP funding for popular community events and cultural
celebrations such as the Long Beach Pride Parade, the Martin Luther King, Jr. Parade and Celebration,
the Dia de Los Muertos Parade, Long Beach Walls, and a Juneteenth celebration. Additionally, it
includes one-time funding for: communication and marketing efforts showcasing the City's business
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attraction, expansion, and retention activities; a communications budget dedicated to promoting the
2028 Olympic and Paralympic Games; and the Long Beach Vibe City Initiative, a new collaborative
cultural and economic branding campaign between the City and Visit Long Beach.

The SAP Fund Group began FY 26 with $5 million in budgetary funds available and is expected to end
the year with $4.6 million. FY 27 projections show the Fund Group maintaining a stable but growing
budgetary funds available, with TOT and other revenues expected to outpace the growth in costs.
Through continued investments such as those described above, the city continues to position itself as
a premiere destination to live, work, and play.

Tidelands Area Fund Group

The Tidelands Area Fund Group is comprised of the Marina Fund and Queen Mary Fund. Revenue for
these funds is generated from various activities, specific to each fund.

Marina Fund

The Marina Fund supports the City’s three recreational marinas (Alamitos Bay Marina, Long Beach
Shoreline Marina, and Rainbow Marina) including all maintenance, operations, security, fire, and
Emergency Medical Technician (EMT) services. Revenue is generated through recreational and
commercial use of marina property, including dock/slip fees paid by boat owners; restaurant, retail,
and grounds rental leases; and concession, park use, and special events and filming fees.

In FY 26, the Marina Fund continues to maintain healthy budgetary funds available, with projections
indicating a $2.8 million surplus and ending the year with $28 million. The FY 26 Budget saw a 3%
across-the-board increase to slip fees and reduced debt service costs due to bond refinancing in FY
25. As part of that bond refinancing, a covenant that restricted the Fund’s revenues to be spent on
strictly Marina-only purposes was lifted, allowing the Fund greater flexibility in funding Marina-related
projects. Projects supported by the Marina Fund in FY 26 included improved docks and restrooms in
the Downtown Marina, investments for expanded environmentally sensitive areas near the Colorado
Lagoon, and staff position realignments to better suit marina operations.

The FY 27 Proposed Budget sets aside $24.7 million of budgetary funds available for marina-related
uses as outlined in Table 9 below. These recommendations will be brought back to City Council in FY
27 for formal consideration and appropriation approval.

Table 9: FY 27 Recommended Marina-Related Uses of Funds Available

from Prior Tidelands Savings Total
Alamitos Bay Marina Boatowner Restrooms Improvements $9,900,000
Alamitos Marina Restrooms A2 and A23 Renovations $4,650,000
Belmont Pier Dock Construction $3,000,000
Channel Dredging and Peninsula Sand Nourishment $2,500,000
Security Cameras for Alamitos Bay and Marinas $1,500,000
Rainbow Marina Boatowner Restroom Rehabilitation $750,000
Replacement of the Marine Stadium Sign $750,000
Security Gates at Basins 1, 2 and 3 $700,000
Downtown Marina Improvements $500,000
New Electrical Pedestals at Rainbow Marina $450,000
Total 24,700,000
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Queen Mary Fund

The Queen Mary Fund tracks the revenues and expenditures associated with the Queen Mary ship
and the management and development of adjacent City-owned properties on Pier H. The Queen Mary
is operated by Evolution Hospitality, and any net profits are transferred to the Queen Mary Fund to
offset costs in the Fund from activities outside ship operations.

In FY 26, the Queen Mary Fund started the year with a negative -$1.05 million in budgetary funds
available and is projected to end the year with a $1.25 million surplus, resulting in a positive $200,000
in funds available. FY 26 also 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.

Queen Mary ship operations are expected to end FY 26 fiscally net neutral, with no transfer to the
Fund; however, the Fund’s bottom line is anticipated to show improvement at year end due to the
Queen Mary bond repayment decreasing from $2.7 million in FY 25 to $800,000 in FY 26, with debt
decreasing again in FY 29 to zero.

Table 10 below summarizes the Queen Mary Fund’s recent past and projected annual surpluses.

Table 10: Queen Mary Annual Surplus
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Tidelands Operating Fund Group

The Tidelands Operating Fund Group, which primarily funds operations along the beaches and
waterways, is heavily dependent on oil revenue and an annual transfer from the Harbor Revenue Fund
to support Tidelands operations, including lifeguards, waterfront maintenance, the Convention and
Entertainment Center, and debt service.
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Harbor Transfer to Tidelands Operating

In FY 26, the Harbor Fund revenue transfer (a transfer of five percent of the Harbor Fund’s prior year
gross revenues as required by the City Charter) is expected to be $28.7 million. The transfer has
increased by $7 million since FY 21, an average rate of 5.7 percent, over the past 5 years due to
increased cargo traffic. However, FY 26 traffic is expected to show nominal growth due to broader
economic uncertainty. As a result, the expected increase in the projected transfer for FY 26 is only
around $400,000, a 1 percent increase from FY 25. The FY 27 budgeted transfer is equal to the FY
26 amount at $28.7 million. Table 11 below summarizes the annual harbor transfer (in millions) going
back to FY 21.

Table 11: Annual Harbor Transfer (in millions)
Fy 21 FY 22 FY 23 FY 24 FY 25 FY 26 FY 27
Actual Actual Actual Actual Actual | Projected | Budgeted
S 21.7|S$S 240|$S 240|S 258|S 283]|S 287 | S 28.7

Tidelands Oil Revenue Transfer to Tidelands Operating

In FY 26, the Tidelands Oil Revenue Fund Group transfer to the Tidelands Operating Fund Group is
projected to be around $13.5 million, which is more than the budgeted amount of $8.9 million due to
the average of around $65 per barrel of oil for the year instead of the budgeted $55 per barrel. The FY
26 net oil revenue includes a $7.56 million set-aside for oil field abandonment funding. Table 12 below
shows a 10-year history of oil transfer revenue, with projections for FY 26 and FY 27.

Table 12: Annual Oil Transfer (in millions)
FY16 | FY17 | FY18 | FY19 | FY20 | FY21 | FY22 | FY23 | FY24 | FY 25 FY 26 FY 27
Actual | Actual | Actual | Actual | Actual | Actual | Actual | Actual | Actual | Actual | Projected | Projected
$73|$153|$17.0|$15.4|$143|$13.5|$33.8|$25.0|$239|$170|S 135| S 9.7

Beginning in FY 25, oil revenues into the Tidelands Operating Fund Group were impacted by Senate
Bill 1137 which prohibits new well permits and limits repair of existing wells and facilities within 3,200
feet of residences, schools, playgrounds, hospitals, and nursing homes. In addition, the California
Geologic Energy Management Division (CalGEM), which oversees statewide oil, natural gas, and
geothermal industries, has directed Long Beach to reduce injection pressures when extracting oil,
which will reduce oil production and further impact oil revenues. These regulations were initially
anticipated to be implemented over a six-month period, but City staff have developed and implemented
a five-year plan which is helping mitigate the reduction in production and subsequent revenues in that
time period. However, even with the 5-year implementation plan and additional operational efficiencies,
the net oil transfer, but not necessarily oil operations, is projected to approach zero as early as FY 32,
as seen in Table 13 below.

Table 13: Net Oil Revenues
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Prior to FY 24, the Tidelands Operating Fund Group supported Queen Mary operations, debt, and
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critical repairs. Since then, the Queen Mary’s financial status has improved to reach structural balance,
and there are no further transfers anticipated to support Queen Mary operations and debt service.
However, critical Queen Mary capital repairs will continue to be funded from previous surplus
allocations from the Tidelands Operating Fund Group, examples of which are mentioned in the
following section.

The Fund Group also contributes to the Pike Parking Garage debt service and supports the Convention
Center. Due to increased operating costs, such as increased labor costs due to Measure RW (the
Minimum Wage Increase for Hotel Workers Measure), the Convention Center closed FY 25 with a
revenue loss of $2.4 million, with FY 26 projected to have a loss of $2.5 million.

Current Year-End Surplus and Future Outlook

The Tidelands Operating Fund Group FY 26 year-end surplus is currently estimated to be around $4
million. These funds, along with $8.5 million in previous Tidelands-related savings, are recommended
for the following uses in FY 27, outlined in Table 14 below. These recommendations will be brought
back to City Council in FY 27 for formal consideration and appropriation approval, subject to change
after a final calculation of available funds.

Table 14: FY 27 Recommended Tidelands-Related Uses of Funds Total
Available from Prior Savings

Ocean Blvd Resurfacing and Mobility Improvements $3,500,000
Transportation, Mobility, Wayfinding $1,000,000
Submarine Removal Planning and Design $1,000,000
City Beautification in Coastal Areas $900,000
Queen Mary / Pier H Improvements $750,000
Olympic Volunteer Support Program $750,000
Naples Sea Walls Construction $500,000
Venue Wi-Fi and Security Cameras $500,000
Belmont Pier Repairs $500,000
Rainbow Harbor Improvements $500,000
Parking Garage Study for the Queen Mary District $500,000
Shoreline Transportation Hub $350,000
Public Health Lab Water Quality Testing Enhancements $350,000
Bike Path Resurfacing and Repair $350,000
Mobile Lighting / Camera Improvements $350,000
Queen Mary Wayfinding $300,000
Enforcement of Upstream Cities Trash Compliance $200,000
Convention Center Walkway Improvements $150,000
Bench Replacement and Restoration $50,000
Total 12,500,000

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, as seen in Table
15 below. However, the Fund Group maintains $3.4 million in Convention Center reserves, and $10.1
million in emergency reserves.
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Table 15: Tidelands Surplus / (Deficit)
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Towing Fund Group

The Towing Fund Group consists of a single fund, the Towing Fund, and provides the City’s towing
and vehicle lien sale operations. The Fund typically supports the City’s General Fund through an
annual transfer of a portion of its net income, though this transfer has not occurred in recent years.
The Fund is supported by towing fees, charges for vehicle storage, and proceeds collected from the
lien sale of unclaimed vehicles.

In FY 27, towing operations are expected to modestly improve relative to FY 26. While towing fees are
expected to remain generally stable with potential for modest growth, storage fees and lien sale
revenues are expected to increase. Overall towing activity in FY 27 is currently unknown but still
anticipated to remain noticeably below pre-pandemic trends. At the same time, operational costs,
particularly those associated with towing and disposing of RVs, will continue to increase, and limited
fee adjustments tied to inflation have not kept pace, preventing full cost recovery. Staff is closely
monitoring these cost drivers and revenue limitations.

Looking ahead, the Fund’s fiscal status is expected to improve in FY 27 but with limited financial
flexibility. The transfer to the General Fund is expected to remain paused while staff assess potential
fee increases, evaluate cost-containment options, and implement operational changes aimed at
achieving a sustainable balance between the Fund’s revenues and expenditures. Interdepartmental
planning and reviews regarding department-approved towing fee waivers are ongoing, and with new
approval processes in place, the total cost of the approved waivers — which started trending downward
in FY 26 — is expected to continue declining. The Towing Operations is also navigating new legal and
procedural challenges associated with towing of e-bikes, e-motos and other modes of newer, battery
operated transportation.

Staff has considered other significant operational changes that could help reduce costs and/or
generate revenue. Potential changes include adjusting staffing schedules to align personnel with peak
towing periods and formalizing an MOU with the Police Department regarding the use of towing
property. These efforts are in various stages of evaluation and are expected to support more efficient
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and financially sustainable operations in FY 27 and beyond.

Uplands Oil Fund Group

The Uplands Oil Fund Group accounts for oil revenue outside the Tidelands area and all expenses
and revenues related to the City’s proprietary oil interests, including accumulating reserves for the
City’s portion of oil well abandonment and site clearance liabilities. Revenues are derived from
participation in oil operations and oil production overhead fees received by the City as Unit Operator
for Tidelands Oil operations.

At present, approximately 55 percent of the revenue in this fund is from overhead fees and 45 percent
is from oil sales. The FY 27 Proposed Budget assumes a price of $55 per barrel. Current estimates
indicate the Uplands Oil Fund will be able to transfer $3.32 million to the General Fund. This includes
the decrease to net oil revenue due to regulatory actions which reduced production activities and
Senate Bill (SB) 1137 which establishes a 3,200-foot health and safety zone around new and reworked
existing oil wells and prohibits drilling of new wells and improvements to existing wells within that
radius.

As part of the City’s General Fund strategy to reduce annual reliance on oil revenues down to $0 by
FY 30, the budgeted transfer has been structurally reduced by $250,000. The projected FY 27 transfer
of $3.32 million assumes an annual set-aside of $1.625 million needed for oil field abandonment
funding. If actual oil prices continue to average higher than the budgeted $55 per barrel, annual oil
revenue received above the budgeted levels will be available for one-time uses and/or increased set-
aside funding for future oil well abandonment.

ATTACHMENTS

This Executive Summary has two attachments with further financial information:
e Attachment A —Background information on the basics of the City’s Sales and Property
Tax revenues.
e Attachment B — Overview of Debt Management

FINANCIAL POLICIES

The City of Long Beach has 22 Budgetary and Financial Policies that help guide and inform strong
financial management in the City. These policies can be found in the Appendices section of the
Budget Book.



