CITY OF BELL GARDENS
OFFICE OF THE CITY MANAGER

EXECUTIVE SUMMARY

TO: Honorable Mayor and City Council Members
FROM: Michael B. O’Kelly, City Manager
BY: Manuel Carrillo, Director of Finance and Administrative Services

Jules Tak, Accounting Manager
Andrew Tse, Human Resources Manager
Mary Ceballos, Payroll Analyst

SUBJECT: Consideration of a Resolution Adopting the Fiscal Year July 1, 2025
to June 30, 2026 (FY 2025-2026) Operating Capital
Improvement Budgets and Compensation Plan and Consideration
of a Resolution Establishing the Gann Appropriations Limit for FY
2025-2026

MEETING DATE: June 9, 2025

RECOMMENDATION:

It is staff's recommendation that the City Council approve:

1. The attached Resolution adopting the fiscal year July 1, 2025 to June 30, 2026
(FY 2025-2026) Operating and Capital Improvement Budgets and
Compensation Plan; and

2. The attached Resolution establishing the Gann Appropriations limit for FY 2025-
2026 pursuant to Article XIII-B of the California State Constitution.

BACKGROUND/DISCUSSION:

Annual Budget Process

The City of Bell Gardens adopts a budget on an annual basis. The budget consists of
projected revenues and proposed expenditures. Proposed expenditures specify the
spending plan for the upcoming fiscal year, while the projected revenues address the
expected available resources to fund City expenditures. Depending on the difference
between the proposed expenditures and projected revenues, the budget will consist of a
deficit, surplus, or a balanced budget.

Once approved by the City Council, the proposed expenditures are considered
appropriated (at the fund level) and become available to pay for City expenditures.

Projected revenues are developed by the finance department along with input from other

City departments. The formulation of the upcoming fiscal year’s projected revenues
includes taking into consideration projected economic conditions, historical analysis, the
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state budget, assistance from third-parties and other future expectations.

The budget process begins with the City Manager instructing each City department to
prepare budget worksheets which detail each respective departments' spending plan for
the upcoming fiscal year. The budget worksheets are received and reviewed by the
finance department. Budget meetings are then held with each respective department,
finance department and the City Manager to review and discuss the proposed spending
plans and make adjustments as necessary. The initial proposed FY 2025-2026 General
Fund budget was presented to Council for review and discussion at the May 12, 2025
Council Meeting. Additionally, the proposed FY 2025-2026 General Fund budget was
presented at the Community Budget Workshop. Finally, the City Manager presents the
annual budget to the City Council.

FY 2024-2025 Financial Update

General Fund Update (FY 2024-2025)

For FY 2024-2025, the City Council adopted a General Fund budget with a surplus of
$72,000. During the mid-year review, estimates were revised and the City was showing
a deficit of $3.8 million. Then General Fund’s projection for the end of year is a Deficit of
$3.3 million.

General Fund revenues are projected to be lower than the adopted budget by $2.9 million
or 6.36%. The major decrease in revenue is due to lower than normal Bicycle Club Fees
received by the City during the first half of FY 2024-2025, resulting a significant reduction
in General Fund revenue.

Expenditures for FY 2024-2025 are projected to be higher than the original budget
amount by $486,000. During the year, MOUs were approved increasing 4% salaries,
leaves payout, retro to the vacancy savings, part-time costs and increase costs in
maintenance and supplies.

After the fiscal year ends on June 30, 2025, the City’s financial information will be audited
and financial statements will be published which will report the actual revenues,
expenditures and surplus or deficit.

FY 2024-2025 FY 2024-2025 FY 2024-2025
General Fund

Adopted Mid-Year Projected
Revenues $46,236,251 $42,828,183 $43,296,235
Expenditures $46,163,848 $46,671,996 $46,650,545
Surplus/(Deficit) $72,403 ($3,843,813) ($3,335,310)

Water Utility Fund FY 2024-25
For FY 2024-2025, the Water Utility fund is projected to gain $875,000. Revenues are
projected at $3.35 million and expenditures are projected at $2.48 million.

Water Utility Fund ' FY 2024-2025

Projected
Revenues $3,354,641
Expenditures $2.479,338
Surplus/(deficit) $875,303
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FY 2025-2026 Annual Budget

General Fund Budget (FY 2025-2026)

For the FY 2025-2026, the City's General Fund is projected to be balanced with no surplus

or deficit.

General Fund

FY 2024-2025

Proposed
Revenues $50,060,167
Expenditures $50,060,167
. Budget Surplus/(Deficit) $0

General Fund Revenues (FY 2025-2026)

Projected FY 2025-2026 General Fund revenues are projected to be higher by
$3,823,916. The total projected General Fund revenue is $50,060,167. Below are the
details for the FY 2025-2026 General Fund proposed revenues.

Source

Card Club Tax
Motor Vehicle In-Lieu

| Sales & Use Tax

Measure A-Add on Sales Tax (.75%)k

. Parking Lot Rental
Operating Transfers In
Hotel and Marketplace Ground lease
' Property Tax - Secured |
Rental Registry Fees
. Loan Repayments (ROPS)
Transient Occupancy Tax
Interest Income
+ Utility Franchises
Building Permits
Pool Fees
, Billboard Lease Revenue
Business License Fees
Post Abx1290 Pass Through
. Other Combined Revenue Sources

FY 2025-2026
Proposed
Revenues

$19,020,000
$6,170,863

$4,134,869

$3,906,350
$3,177,868
$2,915,000
$1,868,047
$1,486,701
$750,000
$748,122
$650,000
$550,000
$430,000
$350,000
$350,000
$310,000
$305,000
$300,000
$2,637,347

*

Percent Of

General
Fund

37.99%
12.33%

8.26%

7.80%

6.35%
5.82%
3.73%
2.97%
1.50%
1.49%
1.30%
1.10%
0.86%
0.70%
0.70%
0.62%
0.61%
0.60%
5.27%
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Total $50,060,167 100%

*The City’s top ten major revenues sources made up 88.25% of $50,060,167 of General
Fund revenue budget.

** Transfer-in, funds the General Fund is projected to receive approximately $2.6 million
from Cannabis Community benefits, intended to fund Aquatics and Other Recreational
Services.

Major Increases in General Fund revenue were driven by the following sources:
Operating Transfers In $2.9 million Increase

Motor Vehicle in-lieu $505,000 Increase

Pool Fees $325,000 Increase

Parking Lot Rental $445,000 Increase

Rental Registry Fees $100,000 Increase

Projected Decreases in General Fund revenue were as follows:
e Casino Revenue is expected to decrease $816,000
e Interest Income $50,000
e Transient Occupancy Tax $19,500

Bicycle Casino Revenues

After the Bicycle Hotel was opened in December of 2015, revenues from the Bicycle
Casino reached a new high pointin FY 2016-2017, the first full fiscal year of operation, in
the amount of $14,138,000. The following fiscal year, FY 2017-2018, revenues
significantly decreased by $1,208,000 to $12,930,000, but steadily increased in the
following years reaching another new high in FY 2018-2019. The FY 2019-2020 Casino
revenues were trending to set another record; however, on March 14, 2020, due to
COVID-19, the Casino abruptly closed and sporadically open until February. Beginning
March 2021, the Casino has been successfully open daily, and the revenue has been
steadily increasing again. For FY 2022-2023, Casino revenue was adopted at
$14,900,000 which is $500,000 higher than FY 2021-2022 estimated budget. FY 2022-
2023 saw a record high of $18,986,140. For FY 2023-2024 revenue was adopted at
$17,951,569, with year-end actuals for FY 2023-2024 coming in at $18,174,682. For FY
2024-2025 we projected revenues of $19,836,000. However, because of significant
construction during the initial parts of FY 2024-2025, a significant reduction in Card Room
revenue was experienced, as a result the year end projection for FY 2024-2025 is
$15,843,859. With Operations for the later part of FY 2024-2025 appearing to resemble
previous levels of operation we are projecting FY 2025-2026 Card Room Revenue to
come in at approximately $19 million.

General Fund Expenditures (FY 2025-2026)
General Fund FY 2025-2026 proposed expenditures are $50,060,167. This represents
an increase of $3,857,651 or 8.3% from the prior fiscal year.

Additionally, for FY 2025-2026, the vacancy savings rate is set at 7.5% which projects the
anticipated savings from current and future vacancies. The projected vacancy savings is
$2,389,124 for FY 2025-2026.

Below is a comparison of General Fund expenditures between FY 2024-2025 and FY
2025-2026 along with explanations for each expenditure line item.
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Percent of FY 2024- FY 2024- Chanae
FY 2025- 2025 2026 i
Description 2026 Adopted Proposed (Decrease)
Budget Budget Budget
Personnel Services 63.63%* $29,481,691 $31,854,989 $2,373,298
Contractual Services 28.19%* $11,190,885 $14,110,961 $2,920,076
Department Supplies 2.67% $1,110,300 $1,335,930 $235,630
Capital Outlay 4.87% $2,235,32¢( $2,438,525 $203,193
Debt Service 1.22% $610,461 $609,000 ($1,461)
E[Jirésger (G lier 3.80% $2,563,121 | $1,899,877 ' ($633,234
Transfer to Reserves 0.40% $200,000 $200,000 -
\ézf:r‘cy = eliies (-4.77%) ($1,179,268) | ($2,389,124) ' ($1,209,856)
Total 100% $46,202,521 $50,060,167 $3,857,651

* 91% of General Fund Expenditures are made of Personnel and Contractual Services.

Personnel Services ($31,854,989) is made up of salaries, CalPERS contributions,
health insurance, and other taxes and benefits. Personnel services make up 63.63% of
General fund proposed expenditure.

FY 2025-2026 personnel services are up by $2,373,298. The increases were from the
5% salary increase adopted as part of the ratified MOU’s with the various labor groups
throughout the City, this will go into effect in FY 2025-2026.

The FY 2025-2026 budget includes a total of 156 authorized staff positions citywide.

Contractual Services ($14,110,961) is a broad category that is made up of services the
City contracts for, both small and large. The major services the City contracts for include
general liability insurance, attorney services, information technology, tree and landscape
services, animal control services, crossing guard services, vehicle repair, and annual
maintenance and warranty subscriptions. Contractual services also include City utilities
such as electricity, water and gas. Overall, contractual services increase by $2,920,076
mainly from the following

Increase of approximately $1.2 million in CJPIA insurance premiums for FY 2025-2026,
Municipal risk management pool.

Community Development Department contractual services are up by $300,000 due to the
increased operational expansion of the Departments Housing Division.

Public Works increase in contractual Services of approximately $1.8 million is due to an
increase to utility expenses (Electricity, Water, Natural Gas and Pool Chemicals), as the
Bell Gardens Aquatics Center is set to open operations in FY 2025-2026.

Increase of approximately $300,000 in Contractual Services for the Recreation and
Community Servies Department, related to the start of Aquatic Center Operations in FY
2025-2026, this includes Janitorial Services, equipment, facility maintenance and
security.
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Departmental Supplies ($1,335,930) makes up 2.67% of proposed expenditure. These
include the supplies each respective department needs to run operations and activities
for the City. Supplies consist of park supplies, custodial supplies, street supplies, office
supplies and recreation supplies. Departmental supplies increase and decrease among
the various departments, resulting in an overall net increase is $235,000.

Capital Outlay ($2,438,525) is made up of larger one-time purchases that can range from
department equipment to facility improvements. The Capital outlay budget for FY 2025-
2026 is up by $203,000.

These increases include expenditures such as:

IT Hardware and Software increases of Approximately $130,000, in Server upgrades,
new power back up and firewall.

IT Other equipment increases of Approximately $115,000 for New AV system at Veterans
Park, as well as expanding door remote access Facility Wide.

Although the overall Capital Outlay is expected to increase in FY 2025-2026 it is offset by
reductions from other departments.

Debt Service ($609,000) are the principal and interest payments the City makes on
debt and loans. The General Fund is currently paying on one bond, the 2015 lease
revenue bond which has an outstanding balance of $4,240,000 as of June 30, 2024. In
addition, the City entered into a contract agreement for the tax-exempt master
equipment lease-purchase agreement loan with Holman Capital of $2,239,435 and the
first payment occurred in FY 2021-2022; principal and interest is $186,365 and
remaining principal balance as of June 30, 2024 is $1,868,184.

Transfers Out ($1,899,877) transfers out Decreased by $633,000 which were due to a
combination of items as follows: Decrease in Transfer to Gas Tax of $200,000; decrease
in Transfer to Prop A $250,000. Decrease in Transfer to Measure R $15,000; Overall
Retiree Health Commitments Increased by Approximately $300,000.

Transfers to Reserves ($200,000). The FY 2025-2026 proposed transfer to reserves will
bring the contingency reserve to $4,700,000.

Water Utility Fund FY 2025-26

By the end of FY 2024-2025, the Water Utility’s deficit is projected to decrease by
$875,303. In FY 2025-2026, the Water Utility is projected to gain another $183,477. In
previous years, the Water Utility Fund has borrowed funds from the General Fund to
cover cash deficits. By the end of FY 2025-2026, the Water Ultility is projected to owe
the General Fund $7,640,220.

FY 2025-2026

Water Utility Fund Projected
Revenues $3.397,837
Expenditures $3,214,360
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