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Jeffrey Kolin, City Manager 
 
 
 
 
Honorable Mayor, City Council Members, and Citizens of Beverly Hills: 
 
As we near completion of another fiscal year, it is my pleasure to present the Proposed Budget for Fiscal 
Year 2014/15 and advise the City Council and community that the City of Beverly Hills continues to enjoy 
an excellent economic climate.   
 
Fiscal Year 2013-14 Summary 

At the March 4, 2014 City Council meeting, staff presented the FY 2013/14 mid-year report.  At that 
meeting, staff presented a fiscal projection that would leave the City with a budget surplus of about $5.7 
million at year-end, and also indicated that if the economy continued to improve the surplus could be 
higher.  We are now projecting that, at year-end, General Fund revenues will total $194.1 million, 
expenditures will be $166.3 million, and net transfers out will be $13.6 million for a budget surplus of 
$14.2 million.  Given the City Council’s Reserve Policy, this increase in revenues would require an 
increase of $802,400 in General Fund reserve, leaving net funds available of $13.4 million.   The City’s 
economy continues to gain strength and revenues are well structured to benefit from that improvement.  
Overall, we are seeing improvement in all funds where needed except the Clean Water Fund.  

During this fiscal year, the City has seen many accomplishments; the following are the notable ones I wish 
to highlight for fiscal year 2013/14: 

 Roxbury Park Community Center 
 Munis Enterprise Software Implementation 
 Parking Garage Repairs and Renovations 

Initiated 

 Crescent Garage Opened and Parking 
Operations initiated to support Annenberg 
Center 

 Sidewalk Repairs South of Santa Monica 
Completed 
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 New Paramedic Unit and Staff Added to 
serve the North Side of the City 

 Centennial Events and Celebrations  
 Public Works Warehouse Completed 
 Completed CNG fueling center 
 Replaced reflective street signs City wide 
 Installed Bike Racks 
 Fully Leased Retail and commercial 

portfolio 
 Continued Strong Ratings from Business 

and Resident Communities on City Services 
 Completed Reservoir Reconstructions 
 Completed Customer Service Training for 

all City Employees 
 Soon to complete Contract Negotiations 

with General Employees 
 Implemented automated material handling 

system and RFID in Library 
 Expanded Historic Preservation  
 Expanded Public Art 

 Expanded Social Media, Egov, Text BH, BH 
Applications 

 Reorganization of  the former Publics and 
Transportation Department 

 Expanding Closed Circuit TV, ALPR and 
Red Light Enforcement 

 All Commission Meetings Recorded and 
available to stream on demand on City Web 
Site 

 Positive Change not Spare Change 
Campaign 

 Anti-Bullying Campaign 
 Civil City Campaign 
 Maintained AAA Credit Ratings 
 Strengthened General Fund Reserves 
 Achieved General Fund Surplus of Revenues 

over Expenditures in FY13/14, FY 14/15 and 
in five year forecast 

 Received a report card grade of  A+ from the 
Los Angeles Conservancy for Historic 
Preservation 

 
Economic Outlook 

Economic growth continues.  Last year, I referred to the economy as ‘‘one which moves slowly but moves 
nonetheless and creates opportunity’’ and this slow but steady economic growth continues.  Though we 
prefer a more robust recovery, for the City this steady growth has proven to be of great benefit and seems 
more secure and less likely to severely fluctuate and form an economic ‘‘bubble.’’  We have benefitted 
from increased GDP, personal income, consumer spending, home prices, and construction all of which 
have driven the growth of City revenues.   

There are still risks and uncertainties that could cause our local economy or at least our revenue base to 
contract.  Among these are:  

 a slowing housing market 
 the end of the Federal Reserve Board’s Quantitative Easing 
 the possibility of renewed inflation 
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 traffic impacts from various public and private construction projects which could impact visits and 
retail sales in the City 

 impacts to the international economy, including slowing growth in China and possible instability in 
Europe  

Among the indications of the growing economy are the increased construction activity that has been 
started and is planned for the near-term in the City.  Through February, the revenue collected from 
Licenses and Permits issued by the Community Development Department in FY 2013/14 was 25% greater 
than during the same period one year ago.  This activity has been evident based on many factors such as 
the number of customers in the City’s One Stop Permit Center, the number of inspections requested, 
increased revenues, and the number of entitled major projects moving forward in the near future.  
Projects such as 9900 Wilshire, 9200 Wilshire, and the Waldorf Astoria Hotel are in the process of 
developing plans to allow them to proceed with their projects in the near term. Another indication of the 
City’s favorable economy is that City owned commercial space is now fully leased.   

This great economic climate does not come without some challenges.  The increased activity has pushed 
the current capacity for service to its limits in many cases.  The improved economy has increased the 
demand for City services, especially in the development services areas, including   impact on planning, 
plan review, permit issuance, inspection, traffic planning, and engineering. In addition to Community 
Development,  increased  demand hits other departments which provide construction supporting services, 
such as Fire Department, Public Works Services, and the Capital Assets Department.  Major public 
projects such as the Metro Purple Line in the long-term and the Metro La Cienega Station in the near 
term, will have significant impact on City services and the ability to service the public. 

Increased service delivery also depends upon effective internal/administrative services.  Given the 
combination of our maturing workforce and the increased needs for staffing, there is constant emphasis 
on recruitment.  Even with this emphasis, we are finding that there is great difficulty in filling certain 
positions.  Primary among these positions are police officers.  Since the retirement of 16 officers in 
FY2011/12, it has been increasingly difficult to find candidates who meet the City’s and Police 
Department’s high standards and wish to work as a police officer for the City of Beverly Hills.  With 
subsequent retirements, it has proven to be a struggle to fill vacant police officer positions.   There are 
currently 13 Police Officer vacancies.   Staff will be proposing some creative ways to try to address this and 
encourage more qualified candidates to come and work for the City of Beverly Hills. 
 
City Council Priorities 

On December 17, 2013, the City Council met to establish its priorities for FY 2014/15 and to guide the 
preparation of the Proposed Budget for next fiscal year.  A substantial portion of the budget enhancement 
requests each year are presented to address City Council priorities: either new priorities or full 
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implementation of programs established in prior years.  A complete list of the City Council priorities for 
FY 2014/15 is included in the Supplemental Information Section of this budget.  Below are City Council 
‘‘A’’ priorities for FY 2014/15: 

 Fiscal Sustainability 
 Support for Beverly Gardens Park 

Restoration Project 
 Technology 
 Public Safety 
 Economic Sustainability 
 Open Space 
 Beverly Hills Brand and Centennial 

Celebration Programs   
 Small Business Task Force  
 Southeast Task Force Implementation 
  Advance Capital Investment in the 

Community   

  City Facilities Maintenance 
 Subway Monitoring 
 Sidewalk Maintenance 
 Expansion of In‐Lieu Parking Program 
 Santa Monica Boulevard Reconstruction 
 Taxi Study Implementation 
 Water Sustainability Plan 
 Implement New Environmental Regulatory 

Mandates 
 La Cienega Community Center 
 Communications 
 Community Visioning and Strategic 

Planning 

 
Organizational Changes  

As the City Council is aware, in last year’s budget we were able to reorganize the former Public Works and 
Transportation Department.  Through the FY 2013/14 budget we were able to make substantial 
organizational changes to bring about greater efficiency and effectiveness in the way that we provide 
enterprise and field services.  We continued to modify this plan throughout the year, moving some 
administrative support personnel and further collapsing the hierarchical structure of the Public Works 
Services department.  In doing this we have also become aware of areas which would provide substantial 
community benefit by increasing field personnel.  These opportunities will be further discussed by the 
departments when they make their presentations to the City Council at its budget study sessions. 
 
Revenues 

For FY 2014/15 General Fund revenues are projected to be $197 million, which amounts to an increase of 
about 6.7% over the Adopted FY 2013/14 budget and an increase of about 1.5% over projected Fiscal Year 
2013/14 performance.  This is largely the result of increases over the FY 2013/14 budget of 13.4% in sales 
tax, 10.7% in transient occupancy tax (hotel tax), 7.3% in property tax and 6.3% in business tax.  Below we 
address how each revenue is forecast to perform for FY 2014/15.   
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Property Tax 

For secured and unsecured property tax, the 2013 County Assessor’s roll provided the City with a 6.6% 
increase in valuation.  Unlike 2012, Beverly Hills was not the top City in the County in terms of 
percentage growth of assessed valuation.  However, two consecutive years of greater than 6% growth is 
strong.  The Proposition 13 mandated rate of growth on base valuations in FY 2014/15 will be limited to 
CPI increase of 0.454%.  However, given the increases in property values in the City and the continued 
increase in construction activity, it is reasonable to project that total property tax revenue will increase by 
3% which will generate $46.9 million. 
 
Sales Tax 

Over the past three years (FY2010/11, FY2011/12 & FY2012/13), actual sales tax has increased by a 
combined 36.3%.  Sales tax for FY 2013/14 is somewhat inflated by the machinations of the State 
accounting and local reimbursement known as the ‘‘Triple-Flip.’’ The State Department of Finance and 
the Board of Equalization used low estimates of growth for the prior year to allocate property tax to 
backfill cities for the State’s taking of ¼ of the City sales tax.  As a result, the ‘‘true-up’’ portion of the 
property tax backfill for FY 2013/14 will be nearly $1 million.  This is essentially one-time revenue, as the 
estimates have become more accurate.     Were it not for this effect of the ‘‘Triple-Flip’’, the sales tax 
revenue estimate for FY 2014/15 would reflect a 5.5% increase over projected year-end FY 2013/14 
revenue.  However, after factoring in the large ‘‘true-up’’ payment in FY 2013/14, the sales tax revenue 
estimate reflects a rate of growth of 2%, and provides sales tax revenue of $29.6 million.   
 
Transient Occupancy Tax 

Hotel industry research firm PKF projects that revenue per available room in the U.S. will increase by 
6.6% in 2014 and by 7.5% in 2015.  Smith Travel Research projects RevPAR (revenue per available room) 
increases of 5.3% in 2014 and 4.7% in 2015.  Given that this is a national forecast and that Beverly Hills 
hotels have exceeded the forecasts of the past two years, we are taking a conservative approach in case the 
hospitality industry in Beverly Hills has just reached the top faster but will see slower growth in the future.  
For this reason we are projecting an increase of 4.3% in FY 2014/15, which will provide $35.5 million in 
revenue.  
 
Business Tax 

Business tax revenue reached a new high in FY 2012/13 at $37.8 million.  We project that the business tax 
will produce about $39.7 million in revenue for FY 2013/14, an increase of 5.1% over FY 2012/13 revenue.  
For commercial leasing, retail, and certain other categories of businesses, the business tax is computed on 
gross receipts.  The economy’s continued improvement results in rising occupancy, increased lease rates, 
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and growth in retail sales all of which contribute to the growth of this revenue.    The UCLA Anderson 
Forecast predicts 3% growth over the next year.  In addition, there seems to be greater competition for 
Westside real estate.    Taking the City’s traditional conservative approach to revenue forecasting, for FY 
2014/15 we are projecting that Business Tax will increase by 1.5% which will generate $40.3 million in 
revenue.   
 
The table below shows the growth that is projected for each General Fund revenue source in FY 2014/15. 

 
 
Expenditures 

At the close of fiscal year 2013/14, General Fund expenditures are expected to total $166 million.  This is 
approximately $3 million, or 2%, below the funds appropriated by the City Council last June.  The FY 
2013/14 operating expenditures for all funds are projected to be about $354 million, which represents a 
savings of $5 million, or 1.4%, when compared to appropriations.  Much of the expenditure savings is the 
result of job vacancies, which generates salary and benefits savings.   

The Proposed General Fund budget for FY 2014/15 provides for expenditures of $170.6 million, which 
amounts to an increase of $1 million, or 0.6%, over the FY 2013/14 budget.  The operating budget for all 
funds includes expenditures of $355.4 million, which represents a decrease of $3.8 million, or 1%, 
compared to the adopted FY 2013/14 budget.  Capital improvement expenditures for all funds total $45.5 
million and transfers out for all funds total $9.5 million.  
 
InterFund Transfers 

In this proposed budget, the interfund and inter-organizational transfers decreased substantially primarily 
because it is not necessary for the General Fund to transfer to the Parking Authority next fiscal year.  Last 

Source
Projected 

Revenue for FY 
2014/15 

% Change from FY 
2013/14 Adopted 

budget
Property Tax 46,865,000$    7.3%
Sales and Use Tax 29,580,000 13.4%
Transient Occupancy Tax 35,500,000 10.7%
Business Tax 40,300,000 6.3%
Other Revenue 44,758,121 -0.5%
Total Operating Revenue 197,003,121 6.7%
Transfers In 206,000 -39.5%
Total New Resources 197,209,121$  6.6%

Major General Fund Revenues
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year, the budget included total transfers to the Authority of $6 million, $5 million of which was needed 
operational subsidy and the other $1 million was taken from year-end General Fund surplus and targeted 
for capital improvements in parking facilities.  Overall, the General Fund will provide net transfers of 
about $9 million to fund: the payment of infrastructure fund debt service, $5 million for Capital 
Improvement Program, and a $2.6 million subsidy for the Clean Water fund. 

Transfers into the General Fund include $200,000 from Fund 16 (Parks and Recreation Fund) for tree 
maintenance and $6,000 from Fund 12 (Gas Tax) for City administrative expenses. 
 
Recent History of Year-End Surpluses 

The following table shows the balance between General Fund budget revenues and expenditures over the 
past four years, the balance after net transfers and, finally, actual year-end balances before transfers.  

 FY 2009/10 FY 2010/11 FY 2011/12 FY 2012/13 FY 2013/14 FY 2014/15

Budgeted 
Revenues 

$154,967,400 $154,701,500 $161,719,000 $171,036,800 $185,000,295 $197,003,121

Budgeted 
Expenditures 

151,037,200 149,697,100 157,111,400 162,550,000 169,367,826 170,560,180

Budgeted 
Surplus 
(deficit) 

3,930,200 5,004,400 4,607,600 8,486,800 15,162,469 26,442,941

Budgeted Net 
Transfers 

3,862,300 4,861,300 3,972,400 7,584,100 13,903,070 8,803,542

Projected 
Balance After 
Transfers as 
Budgeted 

67,900 143,100 635,200 902,700 1,380,155 17,639,399 

Actual Year 
End Balance of 
Revenues Over 
Expenditures  

$13,066,500 $19,084,428 $18,720,400 $24,949,096 N/A N/A 

 
The City’s approach to budgeting revenues and fully appropriating for expenditures without reducing for 
inevitable budget savings has served the City to provide funds at fiscal year-end to make investments in 
needed City facilities, in reducing future costs, and in improving infrastructure to better serve residents 
and businesses, thereby improving business retention and preserving revenues. 
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Budget Enhancements 

This year departments submitted 96 requests for budget enhancements.  The amount requested was $8.9 
million.  After reviewing the requests I am recommending 86 of them, which have a total cost of $8.2 
million and a net cost, after revenue and cost cutting offsets, of $6.1 million.  These requests can be 
summarized as follows: 

 12 requests with total cost of $1.4 million are fully offset with equal cost reductions or on-going 
revenue attributable to an approved request. Net cost = $ 0 

 7 requests with total cost of $1million are necessary to meet mandates of our governmental 
authorities.  Net cost = $1million. 

 14 requests with total cost of $1.1 million are requested to be funded from special limited purpose 
funds with no impact on the General or Enterprise Funds.  Net cost = $1.1 million. 

 20 requests with total cost of $2.7 million are requested to fund the restoration or maintenance of pre-
recession customer service levels.  Net cost = $2.3 million. 

 23 with a total cost of $1.5 million which propose to invest in planning for the future, creating 
strategies for current concerns and future issues, and improving service levels beyond historical levels.  
Net cost = $1.2 million. 

 5 with a total cost of $0.5 million which target maintaining City facilities (some recently restored).  
Net cost = $0.5 million. 

In the Budget Modifications section of your budget book, there is a summary of all budget enhancement 
requests by department, with notations indicating which enhancements are recommended and which are 
not.  In addition, the request forms are all included and placed in department order. 

Enhancement requests will be presented to the City Council during the Budget Study Sessions along with 
the overall department presentations. 

 
Troubled Enterprise Funds 

Over the past several years, the General Fund has subsidized the City’s, and then the Parking Authority’s, 
parking operations and capital investment.  During this time, there has been restructuring of parking 
operations and initiation of necessary capital improvements, some of which offer greater revenue 
generation or establish cost saving efficiencies.  These subsidies, restructuring efforts, and four years of 
economic recovery have propelled the parking operations into a tenuous self-sufficiency.  As a result, for 
FY 2014/15, there is no need for a General Fund subsidy of the Parking Operations.  The recent evaluation 
of the parking operations financial situation and needs indicate that on into the future, the parking 
operations may be effectively run and generate a modest positive fund balance, while covering all 
necessary operating expenses and funding the necessary future capital needs of the operations.   However, 
this does not include additional funding which may be necessary to acquire land and fund construction 
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for new future facilities.  At the budget study sessions, staff will provide a more detailed discussion of the 
status of the Parking Authority and the Parking Enterprise Fund. 

 Unfortunately, the Clean Water fund does not offer similar news.  For FY 2014/15, the Clean Water fund 
will require a General Fund subsidy of $2.6 million.  Beverly Hills future level of obligation for capital 
facilities and operations is still unknown, yet there is some indication that the City’s obligations may not 
present a significant hardship.   This cannot be known for certain until the report is released defining the 
scope of mitigation that the jurisdictions within the watershed must undertake to treat the storm water 
run-off.  It is expected that the General Fund will continue to subsidize the Clean Water fund at ever 
increasing levels for the foreseeable future.  State legislation is required to allow the Clean Water 
enterprise to be operated as a utility with rates set by the City Council.   Under current State law, any 
increases in revenue for this fund would be considered a ‘‘special tax’’ and would require the approval by 
two-thirds of the voters in an election to become effective. 

 
Capital Improvement Plan (CIP) 

The Capital Improvement Plan is a part of the proposed budget and designated as Volume 2.  Recognizing 
the need to continue to provide for maintenance and repairs to prolong the lives of City facilities and 
infrastructure, the City continues its spending program for CIP, contributing $5 million to infrastructure 
from the General Fund for FY 2014/15.  The proposed budget includes $10 million combined 
contributions to the Infrastructure (Fund 6) and Capital Assets (Fund 8) from the General Fund and from 
ISF charges for facility replacement.  Proposed Capital Improvement investments this year total over $45 
million.  Capital initiatives for the coming year include completion of Phase II of the Citywide sidewalk 
hazard repair project, Southeast area enhancements including replacement of Robertson Boulevard street 
trees and installation of irrigation, completion of the design and traffic mitigation program for the 
reconstruction of North Santa Monica Boulevard, and design and testing for a shallow ground water well.  
The CIP has been separated into a second volume of the Budget, as it has been for the past several years, 
so that the project descriptions, budgets, and timelines can be easily referenced during budget discussions 
and throughout the year. 
 
Budget Surplus 

The proposed budget as presented is projected to result in a General Fund budget surplus of 
approximately $17.6 million prior to funding any budget enhancements.  The required increase in the 
General Fund reserve, in accordance with the City Council’s Reserve Policy, would be $1.1 million, 
leaving available funds of $16.5 million.  The General Fund portion of all recommended budget 
enhancement requests is about $3.4 million.  This leaves the City Council in the enviable position of being 
able to make significant investments into the community and to potentially reduce future costs and spur 
economic growth that might increase City revenues in the future.  In addition, to these surplus funds, the 
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current forecast for the remainder of this fiscal year indicates end of year available funds of about $13.4 
million.  Taking into consideration the City Council’s discussions and decisions on allocating surplus 
funds over the past year, and considering the City Council’s priorities adopted in January, staff has 
identified various potential opportunities to invest these funds.  Below is a list of items which staff believes 
meets the City Council’s stated priorities which are presented as options for the City Council to consider 
how to best utilize the available funds. 

 La Cienega Park Improvements 
 Beverly Gardens matching donation 

incentive 
 Systematically reduce PERS/OPEB 

Unfunded Liability 
 Property Acquisition 
 Hiring Incentives to attract qualified Police 

Officers 
 Additional Ground Water Well 

 Additional Solar Panels at City facilities  
 Robertson Bl. Sidewalk and Trees Upgrade 
 Santa Monica Blvd --- traffic control and 

mitigation 
 Subway Mitigation and related 

business/revenue sustainability and 
marketing 

 Deposit ‘‘rainy funds’’ in the budget 
stabilization fund 

 
Conclusion 

In conclusion, I present this budget to the City Council for its consideration and determinations.   I 
congratulate the City Council on making decisions that have allowed for the development of a robust local 
economy and for prudent fiscal decisions while the economy was in distress.  It is fitting that in this 
Centennial year of the City of Beverly Hills, we can truly celebrate the City’s rich heritage and look 
forward to even greater things to come.  I believe that these circumstances do not arrive randomly but 
rather they are the product of an informed, involved, interested and healthy community.  The future looks 
promising. 
 
 
 
Respectfully submitted, 
 
 

 

 

Jeffrey Kolin 
City Manager 


