REVENUE FOUND!
CONSTRUCTION AND DEMOLITION

RECYCLING PROGRAM AUDIT

Presented by:
Tiffany Lam, Deputy City Auditor

Richard Ko, Senior Performance Auditor

Maxie Novahom, Performance Auditor



Key Points to Cover

* Finding Revenue Opportunities:
How Our Audit Uncovered $9.2M

« Overview: Construction & Demolition
Recycling (C&D) Program

« Reconciling Data: Challenges and
Technigues for Large-Scale Analysis

« Audit Impact: Reflections from Our
Audit Experience



Finding Revenue
Opportunities

How Our Audit Uncovered $9.2M




Budget Challenges Across U.S. Cities

Over the years the City of Long Beach has been challenged with
growing budget deficits and is also transitioning away from its reliance

on oil revenue.

54 ofthe 75 largest U.S. cities

had budget deficits in FY 2023.

Source: Truth In Accounting




Reviewing Our
Resources

How do you “increase” revenue
without raising fees or taxes?

Find money that already
belongs to the City.

Financial Report

Fiscal Year Ended September 30, 2023




City of Long Beach
Nonmajor Enterprise Funds
Combining Statement of Net Position

September 30, 2023

(In Thousands)
Total
Nonmajor
Solid Waste Development| Proprietary
Sewer Airport  Manag Towing Subsidence| Services Funds
ASSETS
Current Assets:
Total Current Assets 13.853 83.008 40.616 1.448 191.209 45.991 376.125
Noncurrent Assets:

362.824
445832

467.197
843322

Total Noncurrent Assets
Total Assets

92,904
106.757

DEFERRED OUTFLOWS OF RESOURCES
Deferred Outflows of Resources 2,113 5.046 4823 1,231 - 6.448 19.661
LIABILITIES
Current Liabilities Payable from Current Assets
Accounts Payable 1,756 8271 4.867 68
Accrued Wages 32 67 95 17
Accrued Interest Payable 128 1.830 - -
Due to Other Funds 103 188 362 103
Uneamed Revenues - 396 933 -
Collections Held in Trust - - - -
Customers Deposits - 378 749 -
Advances from Developers 286 - - - . .
Compensated Absences and Accrued Employee Benefits 381 1,119 1.091 250 W d d d p t
Bonds Payable Due within One Year 420 3.165 - - e Iscove re a e OS I
Lease Liability - Current - 289 - - . oy .
Total Currat Libities 10 1 wow liabil Ity account wit h a
Noncurrent Liabilities:
Total Noncurrent Liabilities 16,233 142,540 208.420

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred Inflows of Resources

NET POSITION
Unrestricted 4.882 3.083 16.008 (2.930) - 3.898 24941

Total Net Position $88475 $289255 § 27474 $(2930) $191209| S 3901 | § 597384

19,339

158.243

258.450

balance of $15.8M.

1,056 3.380 7.149




C&D DEPOSIT BALANCE
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The deposit account balance exhibited significant growth, tripling
over a ten-year period from $5M in 2014 to $15.8M in 2023.




Overview

The City of Long Beach's
C&D Program




Background

To promote sustainability and comply
with state mandates, the City of Long
Beach established the C&D program in
2007.

The program incentivizes applicants to
divert 65% of building materials through
a refundable deposit.



Refundable Deposit

The deposit amount is based on 3% of the project valuation, with a
mMinimum deposit amount of $1,605 and a maximum of $53,425.

Deposit

$1,605 l ¥ I $53,425
Minimum Maximum




Program
Objective

Submit C&D Recycle Waste @
Deposit and Sign and Keep
C&D Management Receipts
Plan (CDMP) Throughout
The C&D Program's R
primary objective is to Y .+ Deadline and Meats Progrem
Incentivize applicants to

Requirements
recycle building

R

m ate rla |S Schedule a Final Fill Out Final < ‘__s
Inspection and Compliance ==
Pass Report and -
Submit with Submission Outside of 30-
Receipts and Day Deadline or Does Not
CDMP

Meet Program Requirements



Refunds

Over the last ten years, 76% of deposits were refunded, while 24%
were forfeited.

..
\') 76%

Refunds




C&D DEPOSIT BALANCE

ACCOUNT BA

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
FISCAL YEAR

Why was the ending account balance unusually high?
Why did it continue to grow year after year?




$9.2M Ildentified as Revenue

The one-time funds consisted of $1.2M in deposits recorded incorrectly
and $8M in deposits that were no longer eligible for refund.




Forfeited
Deposits

In accordance with the City's
Ordinance, forfeited deposits
are to be allocated towards
sustainability projects that
advance environmental
stewardship.




Our Objective
and Scope

Our audit evaluated the City's C&D
Program operations and reviewed the
status of deposits in the C&D account.

The scope of the audit included all

deposits, refunds, and forfeits recorded
in the C&D account from November 1,

2007 to March 31, 2024.
.
Q)



$9.2 Million in Revenue Found

The analysis conducted during our

reconciliation led to the identification of $8M in $1'2 M
deposits to forfeit and $1.2M in revenue
incorrectly recorded.

$0.3 M
. Recording Error

$9.2 M

. Adjustments

Forfeits
(2019 - 2024) $2.1M

Forfeits




Audit Impact

Reflections from Our
Audit Experience




$9.2M for Sustainability Projects

The identified revenue has been allocated to environmental
sustainability projects for FY 2025.

= Y =

. Green Open . ore
City Parks Sustainability
Spaces and Initiatives

Walking Trails



(|

| l’ Beyond Our
~ Recommendations

« The City recognized an additional $1.3M
In forfeited deposits.

 More outreach and program resources
have been implemented.

« The Department has taken proactive
measures to provide us with regular
updates on their progress.




C&D DEPOSIT BALANCE
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$15.8M $9.8M

Account Balance Account Balance
As of September 30, 2023 As of September 30, 2024




CONNECT WITH US

0 @ @LBCityAuditor

-~ :
= CityAuditorLauraDoud.com
9 Auditor@longbeach.gov

G 562-570-6751

LONG
BEACH

CITY

AUDITOR

Thank you!

Download the
MyAuditor App

#  Available on the

& App Store

V\ (E:&;SIL play ‘

)
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