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MID-YEAR BUDGET REVIEW FOR FISCAL YEAR 2011-2012
BACKGROUND
Like many other communities in California, La Mirada faces huge financial challenges due to continual State money grabs. 
In the last three years, the State has taken over $25 million dollars from the City of La Mirada to fix its own budget mess and solve its own budget deficits.  Sacramento took $5.6 million from La Mirada last year alone. 

On February 14 the La Mirada City Council declared a Fiscal Emergency for the City of La Mirada.  The unanimous Declaration of Fiscal Emergency was a statement that anticipated revenues and cost savings measures will not be enough to avoid deeper, more severe cuts to city services. 
The City of La Mirada has worked diligently to manage public funds in an efficient, fiscally prudent manner and minimize cuts to the essential city services the community relies on.  However, Sacramento’s continual money grabs are making it increasingly difficult to provide essential city services including:

· Neighborhood police patrols

· Rapid police response times

· Crime and gang prevention programs

· Repairing major roads, neighborhood streets and fixing potholes 

· Sewer and storm drain repairs
Overall, the economic recession, declining revenues and continual Sacramento takeaways have forced La Mirada to cut millions in spending and reduce the city’s workforce by 28%.  City staffing has been reduced to 1987 levels. 
La Mirada is committed to the highest level of financial accountability and will continue to evaluate all options to maintain local control of our local funds and protect essential city services. 
Each fiscal year, staff prepares an in-depth mid-year budget review for the City Council.   This review includes an examination of the year-to-date City revenues and expenditures, as well as estimates for the complete fiscal year.  
FINDINGS
Total General Fund Revenues at six-months were $11,295,056 or 32.94 percent of the Fiscal Year 2011-2012 budgeted revenues.  Current projections show General Fund Revenues decreasing by $3,877,616 or 11.31 percent from the total budgeted revenue figure. 
GENERAL FUND REVENUES


At mid-year, revenues for Taxes, which includes Property, Sales, and Other taxes, were at 32 percent of the Fiscal Year 2011-2012 budgeted revenue.  This percentage is skewed because property and sales tax payments to the City are not made uniformly throughout the year, and the majority of remittances are received from January through the end of the fiscal year.  For example, Sales Tax In-Lieu payments, which represent a significant portion of annual receipts, are not received until January and May.    
At mid-year, Sales Tax revenue was $2,420,550 or 29 percent of the budgeted revenue.  Sales Tax is currently projected to increase approximately $1 million or 12 percent above the budgeted revenue.  
At mid-year, Intergovernmental Revenue was $931,238, or 13.8 percent of the budgeted revenue.  Intergovernmental Revenue is now projected to be $7,247,588, which is 7.54 percent above the original budget, due to the projected reimbursement from City of Santa Fe Springs of property development settlement costs paid by La Mirada, as well as grant reimbursements for the I-5 mitigation project.
GENERAL FUND EXPENDITURES

General Fund Expenditures at six-months were $11,467,556 or 39 percent of Fiscal Year 2011-2012 budgeted appropriations.  Currently, General Fund Expenditures are projected to decrease by $1,210,352 or 4.14 percent below budgeted levels.  These estimates reflect significant ongoing efforts to reduce current year costs, achieved in large part by significantly reduced full-time and hourly staffing.  
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BUDGET ACTUAL AT MID-YEAR EST. ACTUAL VARIANCE VARIANCE

YEAR END YEAR END

EXPENDITURES

Legislative 653,788          195,178          29.85% 526,603           (127,185)         -19.45%

Administration 3,417,629       1,436,168       42.02% 3,325,142       (92,487)           -2.71%

Community Development 1,505,864       515,135          34.21% 1,386,627       (119,237)         -7.92%

Community Services 4,701,295       2,185,095       46.48% 4,562,422       (138,873)         -2.95%

Public Works 6,482,729       2,658,832       41.01% 6,248,307       (234,422)         -3.62%

Public Safety 8,068,825       2,095,735       25.97% 7,569,177       (499,648)         -6.19%

Theatre 4,377,579       2,381,413       54.40% 4,379,079       1,500               0.03%

TOTAL GENERAL FUND EXPENDITURES 29,207,709    11,467,556    39.26% 27,997,357     (1,210,352)      -4.14%


GENERAL FUND SUMMARY
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General Fund Sumary  BUDGET ACTUAL AT MID-YEAR EST. ACTUAL VARIANCE VARIANCE

YEAR END YEAR END

Operating Revenues 34,294,602      11,295,056   32.94% 30,416,989       (3,877,613)                  -11.31%

Transfers In 1,436,500        595,545        41.46% 1,499,954         63,454                        4.42%

Total Revenues 35,731,102      11,890,601   33.28% 31,916,943       (3,814,159)                  -6.89%

Operating Appropriations 29,207,709      11,467,556   39.26% 27,997,357       1,210,352                   4.14%

Transfers Out 6,029,166        1,524,578     25.29% 6,674,000         (644,834)                     -10.70%

Total Expenditures 35,236,875      12,992,134   36.87% 34,671,357       565,518                      -6.55%

Operating Surplus (Deficit) 494,227           (1,101,533)    (2,754,414)        (3,248,641)                 


The City of La Mirada responded proactively and aggressively to manage costs and make prudent revenue adjustments to minimize the effects of the Great Recession.    However, the State's dissolution of Redevelopment resulted in severe ongoing financial impacts to the City's operating budget, estimated at $2.5 million annually.  Staff projections show that ongoing spending reductions, combined with better than expected General Fund sales tax revenues, will help mitigate the $2.5 million revenue loss this fiscal year, resulting in a projected deficit of only $4,414.  Unfortunately, however, ABX1 26 may also invalidate other Redevelopment Agency payments to the City, which are expected to cause the loss of an additional $2.75 million this fiscal year.  The table above illustrates the General Fund operating deficit that will result.  Beyond the budgetary impacts, the loss of these important economic redevelopment funds is devastating, as the City – like many others throughout California – was using this funding to clean up deteriorated areas, create jobs, and repair roads and streets.  Now, completion of important projects such as the Foster Park Neighborhood infrastructure improvements and the Orchards housing development at the former Alondra Center are in question.
CIP PROJECTS

The City’s $14.3 million Capital Improvements Fund for Fiscal Year 2011-2012 includes Foster Park Phase II through IV, Telegraph Road Realignment, and the Median Project on Imperial Highway from City Limit to City Limit.
Projects currently in progress are Foster Park Phase II, the Valley View Grade Separation, the I-5 Mitigation Project 300, and various major street rehabilitation projects.
REDEVELOPMENT AGENCY
As of December 31, 2011, Agency revenues and expenditures totaled $6,065,032 and $7,566,071, respectively. Revenues were mainly comprised of tax increment receipts for the months of November and December 2011. The largest expenditures include pass-through payments, debt service payments and contributions to the Foster Park Infrastructure Improvement project.

As of result of the December 29, 2011 Supreme Court decision upholding ABX1 26, which dissolved all redevelopment agencies as of February 1, 2012, the La Mirada Redevelopment Agency’s (Agency) Fiscal Year 2011-2012 Final Report will soon be prepared, covering final Agency activities through January 31, 2012. The City's auditors, Lance, Soll, and Lunghard LLP (LSL), will prepare the Agency's Final Comprehensive Annual Report.  The Los Angeles County Auditor-Controller’s Office will also be conducting an audit of the Agency’s assets and liabilities as of January 31, 2012. It is anticipated the audits will conclude that the direct impact to the City’s General Fund operating budget will be approximately $2.5 million since the Promissory Note and the Service Agreement between the City and Agency were invalidated by ABX1 26.  In addition, other payments from the Agency to the City may be invalidated, causing further impacts on the General Fund balance.  Finally, tax increment financing will not be available to fund future redevelopment projects and the future disposition of Agency assets will be decided by an oversight board and validated by the State Department of Finance.
CONCLUSION
These irresponsible and devastating money grabs by Sacramento politicians have knocked into the red the balanced City budget adopted for Fiscal Year 2011-2012.  City budgets in recent years have included many significant and painful reductions in services that were necessary due to plummeting revenues the City experienced due to Sacramento money grabs and the Great Recession.  Full-time staffing levels have been reduced by 28% since Fiscal Year 2007-2008, and hourly staffing has been reduced by a similar amount.  Benefits have been significantly reduced for new hires and limited for hourly employees.  The City has continued to contract with private businesses and other government agencies to reduce the cost of local services.  In all, millions of dollars have already been cut from City spending, and the recent elimination of redevelopment agencies takes away another $25 million in local funds.

At the same time, La Mirada has insufficient funds available to pay for an estimated $70 million to $100 million in needed repairs to roadways, streets, sewers and other infrastructure.  Many sewers, curbs and gutters have been in place for more than 50 years, and are becoming more difficult and costly to repair.  It is the City’s responsibility to work with La Mirada residents and businesses to evaluate ways to generate additional local revenues to pay for the needed improvements before these facilities deteriorate further and become even more costly to repair.  Unfortunately, the amount of money needed to perform these repairs exceeds the funding available.  Without additional revenues, the City of La Mirada will not be able to make needed repairs to streets, roads, potholes, sewers and other vital infrastructure.
RECOMMENDED ACTION
It is recommended the City Council review and discuss the Mid-Year Budget Review for Fiscal Year 2011-2012.
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