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May 16, 2008

Dear Mayor and Members of the City Council:

A balanced budget for fiscal year 2008-09 is presented for the City Council’s
consideration. The City’'s corporate value of fiscal responsibility and the
Council’s sound financial principles guided the crafting of this challenging budget
for the coming year. A set of recommended Decision Packages has been
prepared for the Council’'s action that will enable the budget to be balanced but
with leaner staffing levels. It is my strong advice that the City Council defers
consideration of adding new General Fund projects and programs in FY 08-09.
Our core services need to be strengthened and in some cases restored before
we tackle new initiatives that could further strain our fiscal health.

The major thrust of work proposed in FY 08-09 will be to construct a wide scope
of capital improvement projects while at the same time downsizing the
organization to align ongoing revenues with ongoing expenditures. Municipal
General Fund revenues have stalled in a weakening State economy and lower
than hoped for performance from our local business assets. This has occurred at
a time when we are experiencing higher than projected costs for the products
and services we buy as well as the expenses related to compliance with tougher
accounting standards. As a consequence, an anticipated $1.4 million General
Fund imbalance between revenues and expenses has had to be addressed
through proposed budget reductions developed from the professional
recommendations of our City Department Heads.

Outlook for the Fiscal Year

The City Manager is directly responsible to the City Council under the City
Charter to 1) prepare and submit the annual budget to the Council 2) advise the
Council on the City’s financial condition and future needs 3) be responsible for
the budget’s administration after adoption 4) prepare and submit a complete



report on year-end financial and administrative activities. In preparing the
recommended budget, the key assumptions used for developing the underlying
fiscal plan were as follows:

» The current economic malaise and construction industry problems will
continue through the fiscal year constraining municipal revenues.

The State government’s $17.2 billion budget shortfall will mean reduced
grants, subventions and other categorical revenues to the City.

Heated competition for regional sales tax dollars will mean shifts in
consumer spending and weaken Redondo Beach sales tax revenue.
Although the travel and tourism industry is an area of strength, we are
faced with continued competition for visitors.

A slow real estate market will moderate the growth of property tax and
lower property transfer tax revenues.

Utility Users Tax revenue remains relatively flat consistent with consumer
trends.

Police and Fire Department core expenditures will need to be reduced by
2% and Non-Safety Departments will need to be reduced by 2.5% to
bridge a $1.4 million gap between ongoing General Fund available
resources and ongoing expenditures.

New accounting mandates require higher accountability for the City
Council and City Management to expend money on pension, health care
and post-retirement benefits.

Construction expenditures will rise as key capital improvements and
infrastructure are built.

Compensation plans will allow us to attract and retain quality employees.
Continuing emphasis will be on customer service, but with leaner staffing
levels.

Choices by the Redondo Beach voters in the coming elections could lay
the long-term foundation for the City’s financial future and determine the
amount of municipal services the public will receive.
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Overview of Developing the Proposed Budget

The City Manager is responsible for delivering a proposed budget to the City
Council by May 16 of each year. This is done in accordance with the City
Charter and the Council’s Financial Policies. The City’s fiscal year runs from July
1 to June 30.

Every year the budget development process begins with an assessment of our
revenue base, followed by an evaluation of potential changes in that revenue
base. Next, the proposed expenditure plan for services and capital projects is
prepared by the City’'s Department Heads under the direction of the City
Manager. The City’s expenditures are categorized into five areas: Personnel,
Maintenance & Operations; Internal Service Fund Allocations; Capital Outlay;
and Capital Improvements.



The Departments were directed to prepare their budgets starting at the
expenditure and service levels adopted by the City Council for FY 07-08.
Adjustments were then made to departmental expenditure budgets in the
Personnel category that reflect changes due to labor agreements and employee
movements within authorized compensation schedules. Additionally,
adjustments were made in the departmental Internal Service Fund expenditure
category to reflect updated charges and overhead. The combination of all of the
above changes set the anticipated departmental “base” budget for FY 08-09.

Those Departments seeking changes to their base budgets or service levels
were required to submit a supplemental request (known as a “Decision
Package”) to the City Manager for each change. This year Departments were
directed to recommend Decision Packages to reduce their anticipated base
budget. A total of 67 Decision Packages were submitted by Departments for
consideration by the City Manager for possible inclusion in the budget.

The departmental Decision Packages were evaluated by the City Manager. The
highest priority Decision Packages are recommended for approval by the City
Council as reductions and supplements to the departments’ FY 08-09 base
budgets. We have many more departmental needs than we have funding
available. The City is primarily a service organization, and the majority of our
costs are in personnel. Meeting our payroll requirements for the City’'s 496
employees takes precedence over new programs in order to provide current
services. The following criteria were used in the evaluation and ranking:

1. Would the Decision Package reduce ongoing General Fund departmental
expenditures to align with available City funding resources?

2. Would the Decision Package sustain or improve revenues to the City?

3. Would the Decision Package be needed to comply with mandates or fund
unavoidable costs for current basic services?

4. Would the Decision Package be needed to protect the health and safety of the
public, employees or environment?

5. Would the Decision Package support achievement of goals and objectives in
the Strategic Plan?

6. Would the Decision Package improve organizational efficiency, economy or
effectiveness?

7. Would the Decision Package fill gaps in current services or meet new service
needs?



The budget is about making choices between competing service priorities. Using
the criteria described above, a total of 49 Decision Packages impacting the
budget are recommended. The total amount, $1.6 million, of proposed
reductions are all contained in the General Fund. The total amount of proposed
appropriations for all Decision Packages is $3.9 million with $579,322
recommended for the General Fund. Decision Packages recommended by the
City Manager are listed immediately following this message.

The annual budget is a means to communicate about the municipal services we
provide, the quality of those services and the value of those services. The
Departments have prepared performance measures that describe their core
annual service activities. ldentified also are the key departmental projects and
assignments that we expect to see completed during the fiscal year. In each
department budget is an estimate of where staff hours are applied in
accomplishing the work.

Early in 2008, all the City Commissions were solicited regarding their views on
City Budget priorities and capital improvement project needs. This was followed
by the Budget & Finance Commission meeting in March with the City Manager
and Director of Financial Services to receive feedback on revenue opportunities,
possible expenditure changes, service levels, performance measures, capital
projects and productivity improvements. The Public Works Commission and
Budget & Finance Commission met in a joint April session to review the
proposed Capital Improvement Program. A second meeting with the Budget &
Finance Commission is planned for May 22.

The City Council is scheduled to review the proposed Annual City Budget on
June 3. The recommendations for the Capital Improvement Budget are to be
reviewed in a workshop on June 10. The second review and adoption of the
Budget and CIP is slated for June 17. Approximately 10 to 20 Budget Response
Reports are expected to be prepared by staff during the City Council’s budget
deliberations. These Response Reports answer important financial, budgetary
and policy questions raised by the City Council.

The Annual Budget in Brief

The total City revenue from all sources (excluding internal charges) is estimated
to be $94.5 million in FY 08-09. The total expenditures proposed for all Funds is
$99.2 million. The difference of $4.7 million will be funded from the estimated



beginning fund balance and the following proposed departmental General Fund
expenditure reductions:

Mayor and City Council 15,337
City Clerk 17,018
City Treasurer 15,115
City Attorney 52,423
City Manager 47,423
Human Resources 18,849
Financial Services 43,827
Police 564,245
Fire 270,864
Public Library 98,120
Recreation and Community Services 149,455
Planning 37,153
Engineering and Building Services 98,506
Harbor, Business and Transit 8,117
Public Works 97,660

1,534,112

The FY 08-09 Capital Improvement Plan proposes $8.0 million in projects to be
paid for with $8.0 million from eleven funding sources.

General Fund Revenue

The projected General Fund revenue for FY 08-09 is $62,343,750 (excluding
internal overhead). This represents an increase of $677,091, or approximately
1.1%, when compared to the midyear budget for FY 07-08. The primary reasons
for the increase can be attributed to property tax, property tax in lieu of VLF, and
Redevelopment Agency reimbursement for the South Bay Center Project bond
payment as agreed in the covenants. Below are five major revenue sources of
the City and their anticipated changes from the FY 07-08 midyear budget. The
explanation for the change is noted in the “Outlook for the Fiscal Year” above.

» Sales taxes are estimated to decrease 1.9% to $10,078,000

» Property valuations are projected continue to increase in the City. This
translates to an increase in property tax revenues of 5.2% to $18,230,000.
As a reminder to the Council and public, the City receives only 16.6% of
the base rate collected by the County.

» Property Transfer taxes of $1,378,000 are projected to decrease when
compared with the prior year's midyear estimate.

» Transient Occupancy taxes are estimated to decrease by 4.1% to
$3,630,000.

» Utility Users Tax revenue is estimated to decrease $125,000, or 1.6%, to
$7,675,000. This is because we are seeing only slight increases to utility
usage.



General Fund Expenditures

The projected General Fund expenditures for FY 08-09 are $61,416,858
(excluding internal overhead). This represents a decrease of $4,644,451, or
approximately 7.0%, when compared to the midyear budget for FY 07-08. The
primary reason for the decrease can be attributed to the inclusion of carryover
maintenance and operations appropriations in the FY 07-08 midyear budget
amount. Described below are the major assumptions used in projecting our
“base” budget expenditures:

» Personnel costs will increase by 3.5% to $46,780,913.

» 496 positions (all funds) are authorized compared to 513 five years ago.
Recommended are reclassifications of 2 positions. A net of 3 positions
are recommended for de-authorization.

» Maintenance & Operations and Capital Outlay costs were not permitted to
increase from midyear amounts unless a Decision Package was
recommended by the City Manager for a specific expenditure purpose.

> Internal Service Fund Allocations will increase to $16,393,788, or 2.1%.

» Capital Improvements costs are scheduled in the Capital Improvement
Plan (CIP).

» Payment for the South Bay Center Redevelopment Project Area Bond of
$643,430 as agreed in the covenants is reimbursed to the General Fund
by the Agency and is reflected as revenue.

The difference between the General Fund available resources and expenditures
before Decision Packages is $1.4 million. A separate reserve for Council's
consideration to fund possible compensation adjustments as part of the meet and
confer process in bargaining new labor-management agreements has already
been taken into account in the FY 08-09 beginning fund balance. If the Proposed
Budget is adopted as recommended, it is anticipated that a General Fund
balance of $130,000 will still be available for unanticipated one-time expenditures
during FY 08-09.

General Fund Reserve

In accordance with the City Council’'s adopted Financial Principles, the General
Fund will maintain a minimum reserve (undesignated fund balance) equivalent to
8.33% of the General Fund’s operating budget. For FY 08-09, the total amount
of this reserve is $5,860,904. The reserve earns interest, smoothes cash flow
and is ready for unanticipated expenditures or emergencies. Should the State of
California trigger a take-away of municipal revenues to help fill their massive
budget shortfall, | may seek the Council’'s authorization to tap this reserve on a
short-term basis to pay our obligations while developing alternative financial
solutions.
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Payroll Accounting Adjustment

The City Council and City Management now have increased responsibility for
compliance with governmental accounting standards in regards to financial
reporting. The result is that more audit adjustments are usually required and that
we lose previous flexibility in handling expenses. The City’s Independent Auditor
has made a finding that mandates us to make a one-time payroll adjustment of
$1.2 million to correct a past practice of booking a portion of the final fiscal year
payroll entirely in the next fiscal year. To make this correction, a draw down of
$1.2 million from the unallocated capital improvement fund has been scheduled
to be used to meet the Auditor’s accounting requirement.

Health Care Premiums for Retirees Adjustment

As was noted at the midyear review, adjustment for the additional cost of
$198,300 for retiree health care premiums still is needed by the end of FY 07-08.
The General Fund balance will be modified to reflect this change as of June 30,
2008.

Harbor Enterprise Fund

The projected Harbor Enterprise Fund revenue for FY 08-09 is $10,292,652.
This represents a decrease of $270,985, or approximately 2.6%, from the
midyear budget for FY 07-08.

The projected Harbor Enterprise Fund expenditures for FY 07-08 are
$11,165,519. This represents a decrease of $5,715,108, or approximately 33.9%
from the midyear budget for FY 07-08. The primary reason for the decrease can
be attributed to the fluctuation from year to year in Capital Improvement Projects
funded by the Harbor Enterprise Fund.

The difference of $872,867 will be funded from the estimated beginning fund
balance.

Revitalization of the Harbor & Pier area is underway. Budget Response Reports
will be delivered to the City Council on capital improvement planning in the area
as well as the next priorities recommended for action by the City Council.

Redevelopment Agency Fund

The projected Redevelopment Agency revenue for FY 08-09 is $7,928,920. This
represents an increase of $327,262, or approximately 4.3% over the midyear
budget for FY 07-08.
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The projected Redevelopment expenditures for FY 08-09 are $7,433,340. This
represents a decrease of $168,318, or approximately 2.2% when compared to
the FY 07-08 midyear budget.

Wastewater Fund

This Fund pays for capital improvements and maintenance of the sewer system
protecting the public’s health and environment. The Wastewater rates were set
in 2004 and have not been adjusted since that time. A proposed rate adjustment
is scheduled for a public hearing on June 3, 2008. Should the recommended
rate structure not be approved, $577,280 of expenses directly related to
wastewater activities would need to be moved to the General Fund. This would
create a financial hardship for the General Fund and be inconsistent with the City
Council’s financial principles for maintaining the fiscal integrity of enterprise
funds.

The debt service for the City’'s Wastewater Bonds are paid for from this Fund
and require by covenant that there be a 1.2 coverage ratio of net fee revenue to
debt to assure financial viability.

The projected Wastewater Fund revenue for FY 08-09 is $1,743,000. This
represents an increase of $5,637, or approximately 0.3%, over the midyear
budget for FY 07-08.

The projected Wastewater Fund expenditures for FY 08-09 are $3,550,153. This
represents a decrease of $2,191,828, or approximately 38.0%, from the midyear
budget for FY 07-08. The reason for this substantial decrease is the inclusion of
capital project carryover amounts in the FY 07-08 midyear budget; whereas,
carryover amounts are not included in the FY 08-09 Proposed Budget.

Budget & Financial Transparency

One of the important commitments we have to improved budget and financial
transparency is to openly communicate the fiscal condition of our various
municipal “business units”. In other words, directly describe the revenues and
expenditures for activities within the Budget by using mini-financial statements.
This way, staff can make informed management recommendations and the City
Council can make informed policy decisions. This Budget includes mini-financial
statements for the following activities:

Community Development Block Grant Housing Authority

Redondo Beach Performing Arts Center Seaside Lagoon

Breakwater Camp Harbor Tidelands

Harbor Uplands Beach Cities Transit

Harbor Parking Structures Wastewater

Solid Waste Street Landscaping & Lighting

Farmers’ Market CERT Program
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Emerging Issues Likely to Effect the City’'s Financial Health

Each year we face hard new financial issues to join with the old unresolved ones
that remain vexing to our City’s fiscal health. The Mayor, City Council and City
staff have been effective in taking positive steps to adapt to the constantly
changing financial environment for municipal governments. The next round of
tough issues includes:

» State Budget Deficit. The State of California has not been able to manage
its expenditure and revenue plans, which has resulted in a $17.2 billion
deficit. Unless dramatic action is taken by the Governor and Legislature in
the next 45 days, there will not be a State Budget July 1. The prospect of
the State running out of cash in August is very real. The implications to
the City are serious, since many of our revenues are collected by the
State and subvented to the City. Additionally, the pressure to enact
revenue take-aways under Proposition 1A increases each day the State
fails to get its fiscal house in order.

» AES-Williams UUT Dispute. The Courts ruled unfavorably to the City in
the legal actions concerning the application of municipal utility user taxes
to the private corporations operating the power plant in Redondo Beach.
Unless overturned by an appeals court, the City may have to return to the
corporations the $56 million of back taxes held in trust and forgo the
projected $1.5 - $2 million a year of ongoing UUT revenues.

» Street Landscaping and Lighting District. Costs to maintain public trees,
medians, street lights and signals continue to rise. Assessments have not
been raised since 1991. Property owners, in November of 2006, voted
against adding a new assessment which resulted in an $873,500 General
Fund subsidy of the District in FY 2007-08. This subsidy allows the District
to substantially maintain existing service levels. A one-time funding
supplement to the District of $223,000 is proposed as a Decision Package
to maintain the current level of service in FY 08-09. Funding may not be
available to cover higher costs in FY 09-10, which would lead to lower
service levels or a need to consider seeking property owner approval of an
assessment increase to cover the base costs. A workshop on this issue
will be scheduled in the Spring of 2009 to explore the options.

» Ultility Users Tax — Telecommunications. The confusion related to federal
action to eliminate the FET and implementation of telecommunication
deregulation will need to be cleared up by placing a measure on the ballot
to clearly define the application of UUT to those services. The City is
potentially at risk of losing approximately $2 - $2.5 million in UUT revenue
should the federal government continue down this path of nullification of
municipal revenues. A Decision Package is proposed to begin the
community outreach effort needed on this important issue.



» GASB 45. To meet compliance requirements for Governmental

Accounting Standards Board Statement #45, by action of the City Council,
the City for the first time in the FY 08-09 proposed budget fully funds the
required contribution for employee post-retirement health benefits. This
accounting compliance represents approximately $484,000 of new
expenditures that were previously not budgeted.

Sales Tax Competition. Redondo Beach’s retail businesses are being
negatively impacted by competition from newer establishments in
surrounding South Bay communities. The most visible example is the
Plaza El Segundo lifestyle shopping center. These retailers are attracting
sales tax dollars that previously came to Redondo Beach. Improvement in
sales tax dollars may come in the next few years as the Galleria makes a
decision to expand and the Pier-Harbor business district makes
incremental changes to embrace new retail ventures.

Transient Occupancy Taxes. Similar to the retail situation, Redondo
Beach is facing major competition from adjacent communities for dollars
from over-night stay visitors. The transit occupancy tax is a revenue
source that the City must nurture and expand as its special economic
niche. The recent actions by the City Council to resolve the Pier-Harbor
zoning inconsistencies was a positive step in encouraging new hotel
investment. However, new hotel development looks to be years away and
must be accompanied by a level of community acceptance so as to obtain
necessary entitlements to build.

Health Care Premiums. The costs for health care are rising more quickly
than anticipated. Our employee associations are working cooperatively to
help control costs and many employees based on current labor
agreements will be contributing towards health care premiums in the
future. We may be paying 20-30% more even with more cost controls and
plan changes when renewals are due in the Fall.

Social Services. The Workforce Investment Act (WIA) program and the
South Bay Youth Project (SBYP) have successfully served the region’s
residents through the administrative initiatives of the City of Redondo
Beach. Disappointing to report is that both programs are in jeopardy due
to significant funding cuts by other governmental agencies and granting
organizations. Keeping the program services available to Redondo Beach
residents will require assigning the responsibilities to other qualified
organizations capable of delivering these important services in an effective
and economical manner. A major report on these programs is scheduled
for May 20 along with the proposed Decision Packages outlined in this
budget.



» Facilites and Infrastructure Needs. A large capital facility and
infrastructure building program is underway. The City Council has
prioritized key capital improvements and appropriated funding to
accomplish them. $33,376,048 in capital projects are in planning, design,
bidding or construction in FY 2008-09. The new North Branch Library is
easily the star of those facilities approved by the City Council for
construction. The City Council is calendared for a workshop review of the
proposed Capital Improvement Plan on June 10. Unfortunately, a portion
of the unappropriated capital improvement program money drawn down
last year from the Workers Compensation/Liability Fund will be needed to
pay for several one-time expenses, including two upcoming elections and
mandated payroll audit adjustments.

» City-School District Relations. The City of Redondo Beach and the
Redondo Beach School District have fashioned a constructive
relationship during the past three years. The activities of the City make a
positive impact on the community’s youth. Often overlooked is the City’s
financial support of the School District in their education mission. The
City delivers a variety of no-cost services to the District as well as
financial and capital project contributions to benefit student safety and
education. This is most recently illustrated by the City’s application and
receipt of a major grant to improve safe routes to schools. Further
cooperation is expected as both agencies weather the anticipated budget
cuts from the State of California. A Budget Response Report detailing the
City’s financial contribution to the School District will be presented at the
June 3 Budget Hearing.

Conclusion

My appreciation is extended to the Mayor and City Council in providing
leadership to the community and allowing me to work with them as a team to
solve budget, accounting and financial matters. | want to express thanks to the
Finance Services Department staff including Diana Moreno, Marni Ruhland, Jeft
Payne, Steve Erlandson, Doug Kaku, and Robert Shellabarger for their efforts in
building this municipal budget. In addition, | would like to say thank you to Ernie
O’Dell and Frank Rowlen for their contributions to this document.

Sincerely,

//VWMDM
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Budget Policy and Financial Supplements for the

Fiscal Year 2008-09 Annual City Budget

The Departments were directed to prepare their budgets starting at the
expenditure and service levels adopted by the City Council for FY 2007-08.
Adjustments were made to departmental expenditure budgets to reflect
scheduled personnel and overhead cost increases. The result of those changes
was each department’'s FY08-09 proposed “core budget”. Departments seeking
changes to their core budget or their service levels were required to submit
supplemental policy-financial requests referred to as “Decision Packages”.

The departmental Decision Packages were evaluated by the City Manager. The
highest priority Decision Packages are recommended for approval by the City
Council as reductions and/or supplements to departmental proposed FY 2008-09
core budgets. The following are the criteria that were used in the evaluation and
ranking:

1. Would the Decision Package reduce ongoing departmental expenditures to
align with available City funding resources?

2. Would the Decision Package sustain or improve revenues to the City?

3. Would the Decision Package be needed to comply with mandates or fund
unavoidable costs for current basic services?

4. Would the Decision Package be needed to protect the health and safety of the
public, employees or environment?

5. Would the Decision Package support achievement of goals and objectives in
the Strategic Plan?

6. Would the Decision Package improve organizational efficiency, economy or
effectiveness?

7. Would the Decision Package fill gaps in current services or meet new service
needs?
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City Manager Recommended

Decision Packages for City Council Approval

Decision Packages that would reduce ongoing departmental expenditures
to align with available City funding resources:

Decision Package #1. Mayor & City Council’'s Office 2.5% Budget Reduction.
The proposed expenditure adjustment would decrease funding for contract
services related to communications and public relations. Recommended is a
reduction of $15,337 to the General Fund ongoing core appropriation.

Decision Package #2. City Clerk’'s Office 2.5% Budget Reduction. The
proposed expenditure adjustment would decrease funding for contract services
related to scanning maps, drawings and plans and substitute the use of existing
personnel to undertake the work with new City-purchased scanning equipment.
Recommended is a reduction of $17,018 to the General Fund ongoing core
appropriation.

Decision Package #3. City Treasurer's Office 2.5% Budget Reduction. The
proposed expenditure adjustment would decrease funding for maintenance &
operations and contract services related to revenue evaluation & compliance.
Recommended is a reduction of $15,115 to the General Fund ongoing core
appropriation.

Decision Package #4. Decision Package #4. City Attorney’s Office 2.5% Budget
Reduction. The proposed expenditure adjustment would decrease funding by
17% for outside legal assistance. As a result, the City will no longer be able to
retain outside counsel who specialize in personnel, land use and CEQA matters.
The three in house attorneys will be assigned matters that are currently handled
by outside attorneys with specific expertise, causing turn around time in all other
matters to be significantly increased. Recommended is a reduction of $52,423 to
the General Fund Office core appropriation.

Decision Package #5. City Manager's Office 2.5% Budget Reduction. The
proposed expenditure adjustment would decrease funding for professional
services related to cable and pipeline franchises. Recommended is a reduction
of $47,423 to the General Fund ongoing core appropriation.

Decision Package #6. Information Technology Department 2.5% Budget
Reduction. The proposed expenditure adjustment would decrease funding of
maintenance & operations and contract services related to the Department
administration of the City’s information technology services. Recommended is a
calculated 2.5% reduction to the General Fund’s Internal Service Fund ongoing
core appropriation.
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Decision Package #7. Human Resources Department 2.5% Budget Reduction.
The proposed expenditure adjustment would decrease funding for contract
services related to City employee training, skill building and professional
development. Recommended is a reduction of $18,849 to the General Fund
ongoing core appropriation.

Decision Package #8. Financial Services Department 2.5% Budget Reduction.
The proposed expenditure adjustment would decrease funding for part-time
personnel related to administrative support and administrative expenses related
to banking services. Recommended is a reduction of $43,827 to the General
Fund ongoing core appropriation.

Decision Package #9. Police Department 2% Budget Reduction. The proposed
expenditure adjustment would freeze funding for three vacant Police Officer
positions and eliminate funding for contract services related to potential
privatization of crossing guards. Department reassignments would be made to
shift three officers to the Patrol Division that are currently in duties at the middle
school, crime lab and community-based policing. Recommended is a one-time
reduction of $531,000 to the General Fund core appropriation.

Decision Package #10. Fire Department 2% Budget Reduction. The proposed
expenditure adjustment would decrease funding for personnel related to
Department administrative support, the Fire Prevention program and the CERT
program. The reductions would mean diminished administrative support,
reassignment and lessened fire prevention activity, decreased hours for the
harbor patrol office and no paid training support for CERT. Recommended is the
de-authorization of one Office Coordinator position designated vacancy
($80,000), the de-authorization of one Fire Inspector position ($159,000), de-
authorization of one part-time Harbor Patrol Division Clerk position ($25,000),
elimination of overtime funding for CERT personnel ($25,000) and authorization
for a reclassification of one Fire Inspector position to Captain ($20,000) to reduce
the General Fund ongoing core appropriation by $269,000.

Decision Package #11. Public Library Department 2.5% Budget Reduction. The
proposed expenditure adjustment would mean a slightly lower level of patron
services. Recommended is a decrease in funding for supplies, maintenance
and contract services; and a decrease funding for part-time hours to reduce the
Department’s General Fund ongoing core appropriation by $98,120.

Decision Package #12. Recreation & Community Services Department 2.5%
Budget Reduction. The proposed expenditure adjustment would decrease
funding for youth program supplies and contracts ($17,178); reduce expenditures
for Playhouse productions and selected Cultural & Performing Arts Division
contracts, materials, advertising and supplies, eliminate the Shakespeare in the
Park program and eliminate one Outdoor Summer Concert ($28,000); reduce
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Senior & Family Services contract programming ($16,000); decrease the General
Fund subsidy to the RBPAC by implementation of Year Il of the Operating Plan
with revenue enhancements ($132,822) and increasing expenditures ($86,500);
and include registration processing costs in market rate Recreation and Cultural
Services programs generating additional revenue ($42,000). Recommended is a
General Fund appropriation of $25,322 and approval of General Fund revenue
offset of $174,822.

Decision Package #13. Planning Department 2.5% Budget Reduction. The
proposed expenditure adjustment would decrease funding for planning contract
services, maintenance & operations and training. Recommended is a reduction
of $37,153 to the General Fund ongoing core appropriation.

Decision Package #14. Engineering & Building Department 2.5% Budget
Reduction. The proposed expenditure adjustment would decrease funding for
contract services related to the Engineering Division’s traffic counts and TMDL
work; reduce funding for one part-time Building Division Permit Technician
serving the counter; and reassign one Building Technician to conduct a portion of
the FOG inspections. Delays can be anticipated in each of the service areas
affected by the funding reductions. Recommended is a reduction of $98,506 to
the General Fund ongoing core appropriation.

Decision Package #15. Harbor, Business & Transit Department 2.5% Budget
Reduction. The proposed expenditure adjustment would decrease funding for
contract services and advertising and promotions. Recommended is a reduction
of $8,117 to the General Fund ongoing core appropriation.

Decision Package #16. Public Works Department 2.5% Budget Reduction. The
proposed expenditure adjustment would eliminate funding of the irrigation
systems at the Edison right-of-way and the Wylie sump and reduce irrigation at
parks, green spaces and City facilities resulting in a brown, deadened and
unattractive appearance; older equipment, such as mowers, edgers and other
equipment, will not be replaced in the Parks division resulting in increased repair
time. Additionally, substantial storm drain repairs would not be performed and
emergency repairs would be delayed by several days or weeks. Recommended
is a reduction of $97,660 to the General Fund ongoing core appropriation.

Decision Package #17. City Manager's Office Reorganization. Approval is
needed for a reorganization to decrease ongoing General Fund expenditures.
The reorganization would result in less administrative/clerical support for
activities carried out by the City Manager’s Office as well as the reassignment of
the incumbent Office Specialist Ill to the vacant Engineering and Building
Services Department Office Specialist 1l position. Recommended are de-
authorization of one vacant Analyst position ($80,416) and the de-authorization
of one Office Specialist Il position ($65,442) to reduce the General Fund
ongoing core appropriation by $145,858.
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Decision Package #18. City Manager's Flexible Position Hiring Freeze.
Approval is needed to continue the City Manager’s flexible hiring freeze on filling
vacant positions. The purpose of the flexible position freeze is to decrease
General Fund expenditures in order to create additional savings beyond the
departmental vacancy factor. The objective is to prepare for possible further
revenue shrinkage due to economic conditions and/or negative financial actions
by the State of California.

Decision Packages that would sustain or improve revenues to the City:

Decision Package #19. Refuse Collection & Recycling Program Rate
Adjustment. Set for City Council consideration June 17, by separate action from
the budget, is a proposed refuse rate adjustment to increase revenue to cover
higher refuse and recycling costs. Recommended is an ongoing $36,100
appropriation to the Solid Waste Fund.

Decision Package #20. Wastewater Fund Rate Consideration. Set for City
Council consideration June 3, by separate action from the budget is a proposed
wastewater rate adjustment to increase revenue to cover higher wastewater
costs, required clean water personnel and legal bond coverage requirements.
Recommended is a $494,400 appropriation to the Wastewater Fund and
authorization to add one Associate Civil Engineer.

Decision Package #21. Annual Parking Passes. Approval is requested to raise
price of the annual parking pass from $60 to $63 to recover higher costs
associated with the parking enforcement program. Recommended is the $3
increase in the annual parking pass and an ongoing $5,100 revenue adjustment
to the General Fund.

Decision Package #22. Reapportionment of County Processing Charges.
Approval is requested to allocate annual County Tax Collector charges to all
Fund accounts associated with property tax revenue administered by the County.
Recommended is a reduction of $85,000 to the General Fund core appropriation
and the allocation of those charges to the appropriate Fund accounts.

Decision Package #23. UUT Community Qutreach Program. Confusion related
to the federal government’s action to eliminate the FET and telecommunication
deregulation has placed a portion of the City’s Utility Users Tax under greater
scrutiny. A contract community outreach program is needed to affirm the
valuable uses and retention of this important revenue source that pays for basic
services. Recommended is a one-time $25,000 appropriation to the General
Fund.
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Decision Package #24. Pier Parking Structures Data Communications. An
appropriation is needed to pay for a new data communication system at the Pier
Parking Structures to handle financial transactions involving the parking
revenues. Recommended is an ongoing $2,700 appropriation to the Harbor
Uplands Fund and $250 appropriation to the Harbor Tidelands Fund.

Decision Package #25. Pier Parking Structures Parking Management and
Collection Systems. The present Pier Parking Structures parking management
and collection system has been in place for several years with mixed results. An
evaluation of the systems is warranted to establish levels of customer service,
cost effectiveness, security and capacity for revenue generation. Recommended
is a joint internal review of the Pier Parking Structures parking management and
collection system by the City Treasurer’s Office, Police Department and Harbor,
Business and Transit Department.

Decision Packages that would be needed to comply with county-state-
federal mandates or fund unavoidable costs to maintain current basic
services:

Decision Package #26. Conduct November Special Municipal Election. An
appropriation is required to conduct a November 2008 Special Municipal
Election, consolidated with the Los Angeles County Statewide Election, for the
purpose of submitting an Initiative Charter Amendment for voter consideration.
Recommended is a one-time $107,000 appropriation to the General Fund.

Decision Package #27. Conduct March Municipal Election. An appropriation is
required to conduct a March 2009 Municipal Election for the purpose of electing
the Mayor, Council Members, City Attorney and School Board Members. Should
a runoff be required, an additional appropriation would be needed.
Recommended is a one-time $174,000 appropriation to the General Fund.

Decision Package #28. Public Works Department — Vehicle Fuel Costs. An
appropriation is needed to pay for higher fuel costs for the vehicles operated by
the City. Recommended is an ongoing $235,000 appropriation to the Vehicle
Replacement Fund.

Decision Package #29. Street Landscaping & Lighting District. Last fiscal year,
the City Council approved an ongoing $873,500 General Fund subsidy to the
Street Lighting & Landscape District. An additional appropriation is required in
FY 08-09 to cover higher costs for the Street Lighting & Landscape District to
prevent a reduction of service. A workshop is proposed in the Spring of 2009 to
review the status of the Districts operations, revenues and costs.
Recommended is a one-time $223,000 appropriation from the General Fund to
the Street Lighting & Landscape District Fund.
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Decision Package #30. Beach Cities Transit — Vehicle Fuel Costs. An appropriation is
needed to pay for higher fuel costs for the vehicles operated by the City’s Beach Cities
Transit system. Recommended is an ongoing $99,000 appropriation to the Transit
Fund.

Decision Package #31. Beach Cities Transit — Operations. An appropriation is needed
to pay for increased operational costs for Beach Cities Transit system’s existing
services. Recommended is an ongoing $163,440 appropriation to the Transit Fund.

Decision Packages that would be needed to protect the health and safety of the
public, employees or environment:

Decision Package #32. Refuse Franchise Evaluation. An appropriation is needed to
retain professional assistance for evaluation of proposals for solid waste & recycling
collection in association with the end of the current contract in 2009. Recommended is
a one-time $126,000 appropriation to the Solid Waste Fund.

Decision Packages that would support achievement of goals and objectives in the
Strategic Plan:

Decision Package #33. Capital Improvement Budget. The City Council has set a
Strategic Goal to “Improve Public Facilities and Infrastructure”. The proposed Capital
Improvement Budget (CIP) details the sewer, drainage, street, harbor, park and facility
projects planned in support of that goal. More than $8.0 million in projects are
presented in the CIP. The various City Commissions were consulted on the capital
projects they would like to see accomplished. Additionally, the Budget & Finance
Commission and Public Works Commission reviewed the draft CIP at a joint meeting.
Budget Response Reports will be prepared on special topics such as Harbor-Pier
improvements and the proposed Regional Transit Center. Recommended is approval of
the proposed FY 2008-09 Capital Improvement Budget.

Decision Package #34. Housing Authority — Voucher Program. The City Council has
set a Strategic Goal to “Improve the Attractiveness and Livability of Neighborhoods”. An
appropriation is necessary to increase the funding for low income rental Housing
Assistance Payment Vouchers provided by the federal government to the Housing
Authority. Recommended is an ongoing $560,708 appropriation to the Housing
Authority Fund.

Decision Package #35. Housing Authority — Inclusionary Housing Program. The City
Council has set a Strategic Goal to “Improve the Attractiveness and Livability of
Neighborhoods”. An appropriation is necessary to increase the funding provided by the
Redevelopment Agency for administration of the City’s Inclusionary Housing Program by
the Housing Authority. Recommended is an ongoing $ 128,000 appropriation to
Housing Authority Fund.
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Decision Packages that would improve organizational efficiency, economy
or effectiveness:

Decision Package #36. City Attorney’s Office Redevelopment Agency Legal
Work.  An appropriation is needed to adjust for more legal review of
Redevelopment Agency housing projects by the City Attorney’'s Office.
Recommended is an ongoing $41,000 appropriation to the Redevelopment
Agency.

Decision Package #37. City Attorney’s Office - Prosecutor’s Division
Reorganization. Approval is requested for authorization to modify the City’s chart
of authorized positions to include a Senior Deputy City Attorney position in the
City Prosecutor’s Division. An existing Deputy City Attorney position would be
de-authorized to complete the Council’'s approved reorganization of the City
Attorney’s Office. Funding for this promotional position exists within the Office’s
current personnel budget. Recommended is the approval of the Senior Deputy
City Attorney position as part of the City’s approved chart of authorized positions
and de-authorization of a Deputy City Attorney position.

Decision Package #38. Transfer of Administrative Responsibilities for the South
Bay Youth Project. Despite the implementation of significant reorganization and
cost control measures over the past two years, continued administration of the
South Bay Youth Project by the City in FY 08-09 would require a General Fund
subsidy of approximately $104,000. Recommended is a transfer of the Project’s
$899,851 budget, various grant contracts and services to a qualified alternative
organization approved by the City Council that would service Redondo Beach
residents.

Decision Package #39. Transfer of Administrative Responsibilities for the
Workforce Investment Act Program. Despite the implementation of significant
reorganization and cost control measures over the past two years, continued
administration of the Workforce Investment Act Program by the City in FY 08-09
would require a General Fund subsidy of approximately $274,000.
Recommended is a transfer of the WIA Program’s $609,851 budget, various
grant contracts and services to an alternative organization approved by the City
Council that would service Redondo Beach residents.

Decision Package #40. Public Works Department — Replacement of 36 City
Vehicles. An appropriation is necessary for the scheduled replacement of 36
existing vehicles used by various Departments in providing municipal services to
the community. Recommended is a one-time $995,000 appropriation to the
Vehicle Replacement Fund.
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Decision Package #41. Police Department Emergency Communications. An
appropriation is necessary to transfer Police communications equipment and
maintenance agreements to the Emergency Communications Fund.
Recommended is a transfer from the General Fund of $15,063 to the Emergency
Communications Fund.

Decision Package #42. Information Technology - Replacement Equipment. An
appropriation is necessary for the scheduled replacement of end-of-life IT
equipment used by various Departments in providing municipal services to the
community. Recommended is a one-time $436,452 appropriation to the
Information Technology Fund.

Decision Packages that would fill gaps in current services or meet new
service needs:

Decision Package #43. CERT Program. The Community Emergency Response
Team (CERT) program is a valuable asset in training and organizing volunteers
in preparation for an emergency. On-going funding is now not available for
paying the program’s overtime training costs in the Fire Department.
Recommended is a one-time $25,000 appropriation to the General Fund for
CERT personnel costs in FY 08-09 while the Fire Department and participants
reorganize the CERT program to significantly reduce expenditures for FY 09-10.

Decision Package #44. Confirmation of Signature Special Events. The five
proposed Signature Events with waiver of City hard and soft costs are the Super
Bowl 10K Run; 4" of July Celebration; Lobster Festival; Village Holiday Stroll and
Springfest Carnival. Recommended is the ongoing budgeting of hard and soft
costs for only these special events. This represents $54,500 in costs.

Decision Package #45. Veterans Park Memorial Project. The Veterans Park
Memorial project remains a $240,000 unfunded request in the Capital
Improvement Budget. This is due to insufficient donations generated under the
current fund raising efforts and the City’'s need to fund higher ranked capital
projects with scarce capital dollars. Recommended is the Council’s designation
of a community service group or Veterans organization to formally fund raise the
money needed to build the Memorial using a model similar to that being used for
the successful 9-11 Memorial project.

Decision Package #46. Arts Task Force Report. The Mayor's Citizen Task
Force on the Arts has prepared a report and findings for the City Council’s
review. Recommended is completion of a Budget Response Report on specific
research requests from the City Council for consideration at the June 3 Budget
Meeting.
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Decision Package #47. Green Task Force Report. The Mayor’s Citizen Green
Task Force has prepared a report and findings for the City Council’s review.
Recommended is completion of a Budget Response Report on specific research
requests from the City Council for consideration at the June 3 Budget Meeting.

Decision Package #48. Streaming Video Services. The City Council requested
that research and recommendations be provided to the Council on the feasibility
of web casting City Council meetings. Equipment costs are estimated to be
$5,000 and new annual operational costs related to the web casting would be
$12,000. Recommended is completion of a Budget Response Report on this
subject for the City Council’s consideration at the June 3 Budget Meeting.

Decision Package #49. Historic Resources Survey. The City Council requested
that research and recommendations be provided to the Council on a complete
update of the 1986 Historical Resources Survey. The cost of a professional
services contract for this work would be $60,000, with $30,000 expected to be
granted from the State and $30,000 appropriated to the General Fund.
Recommended is that contact be made with local universities for assistance to
complete this work on a no cost basis to the City.
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July 1, 2008

Redondo Beach, CA 90277-0270 fax 310 379 9268
www.redondo.org

The Honorable Mayor and Members of the City Council
City of Redondo Beach, California

Subject: Council Actions Amending the Proposed FY 08-09 Budget

Prior to formal adoption of the FY 08-09 Budget, reallocation adjustments were needed to several funds described
below and reflected in Attachment A.

Lincoln School Fields Electrical
Expense
Palice Department's Shooting Range

Recreation and Community Services
Facility
Public Art

Torrance Boulevard Landscaping

Arts Commission

Nuisance Properties Ordinance
Revision

Re-authorization of Part-Time Harbor
Patrol Clerk Position

Clean Waterfront Festival

Senior and Family Services Contract
Programming

Riviera Village Festival

Veterans' Memorial

An additional $25,000 appropriation will fund the annual electrical costsin the field areas
of Lincholn School.

An additional $122,000 appropriation will fund the replacement of the existing bullet trap
with a specially constructed backstop containment system.

An additional $480,000 of funding will allow for the relocation of the Recreation and
Community Services Department.

An additional $46,561 appropriation will fund the installation and acquisition of art
elements and features as part of capital improvement projects.

An additional $47,000 appropriation will fund additional landscaping in the medians along
Torrance Boulevard.

An additional $6,250 appropriation will fund the establishment of an Arts Commission.

An additional $25,000 of funding will allow for the strengthening of existing code
enforcement ordinances to address nuisance properties.

An additional $10,000 of funding will allow for the re-authorization of the Harbor Patrol
Clerk position.

An additional $5,000 appropriation will fund the City's contribution to the Clean Waterfront
Festival.

An additional $16,000 of funding will allow for the retention of Senior and Family Services
contract programming.

An additional $2,500 appropriation will fund the City's contribution to the Riviera Village
Festival.

An additional $50,000 of funding will act as seed money for the construction of a new
Veterans Memorial.
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Pier Entry Photo Opportunity Sand  An additional $5,000 appropriation will fund the construction and installation of a photo
opportunity stand on the pier.

Edison Right-of-Way Irrigation An additional $32,830 of funding will allow for the retention of irrigation systems at the
Edison right-of-way.

The additional costs reflected in Attachment A were approved by the City Council at its June 17, 2008 meeting. In
addition to the items above, Decision Packages #1 through #49 were adopted as proposed.

Respectfully Submitted,
MQQ{Q/IVI {" Rfﬂ}/

William P. Workman
City Manager

)
TV —
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Lincoln School Fields Electrical Expense
Police Department's Shooting Range
Recreation and Community Services' Facility
Public Art
Torrance Boulevard Landscaping
Arts Commission
Nuisance Properties Ordinance Revision
Re-authorization of Part-Time Harbor Patrol Clerk Position
Clean Waterfront Festival
Senior and Family Services Contract Programming
Riviera Village Festival
Veterans' Memorial
Pier Entry Photo Opportunity Stand
Edison Right-of-Way Irrigation
TOTAL

ATTACHMENT A

SUMMARY OF BUDGET AMENDMENTS
BY CATEGORY / BY FUND

Transfers Expenditures
Intergovern-
General Building General mental Capital Harbor Building
Fund Occupancy Fund Grants Projects Tidelands  Occupancy Totals
(25,000) 25,000 - - - - 25,000 25,000
- - - 35,000 87,000 - - 122,000
- - - - 480,000 - - 480,000
- - - - 46,561 - - 46,561
- - - - 47,000 - - 47,000
- - 6,250 - - - - 6,250
- - 25,000 - - - - 25,000
- - - - - 10,000 - 10,000
- - - - - 5,000 - 5,000
- - 16,000 - - - - 16,000
- - 2,500 - - - - 2,500
- - - - 50,000 - - 50,000
- - - - - 5,000 - 5,000
- - 32,830 - - - - 32,830
(25,000) 25,000 82,580 35,000 710,561 20,000 25,000 873,141
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