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Staff Report   
City of Manhattan Beach 

  
 

TO:   Honorable Mayor Fahey and Members of the City Council 
 
THROUGH:  Geoff Dolan, City Manager 
 
FROM:  Bruce Moe, Finance Director 
  Russell J. Morreale, Assistant Finance Director 

Henry Mitzner, Controller 
 
DATE:  December 20, 2005 
 
SUBJECT:  Presentation of the Comprehensive Annual Financial Report (CAFR) for June 30, 2005 
 
 
RECOMMENDATI ON:  
The Finance Subcommittee and staff recommend that the City Council receive and file the 
Comprehensive Annual Financial Report (CAFR) for Fiscal Year 2004-2005.  
 
FISCAL IMPLICATION:  
This action tonight provides the City’s annual audited financial statements for the 2005 fiscal year with 
no resulting financial or budgetary requests.  Although financial challenges do exist, the City had a good 
year as evidenced by a General Fund surplus of $3 million which has come in above original 2005 
budget projections.  
 
BACKGROUND:  
Attached is the City’s Comprehensive Annual Financial Report (CAFR) for the year ended June 30, 
2005 (Attachment “B”). This independent audit report is prepared by our auditors, Lance, Soll and 
Lunghard, the certified public accountancy firm selected in FY 2003-2004.  We would like to take this 
opportunity to acknowledge the professionalism and diligence displayed by our auditors in the planning, 
execution and completion of the FY 2004-2005 audit. Their hard work was completed with the utmost 
professionalism and teamwork, while maintaining their objectivity.  It is also the third year of the new 
requirements of the Governmental Accounting Standards Board (GASB) pronouncement No. 34, 
which are discussed in more detail below.  The report was discussed with the City’s auditors at the 
November 22nd  meeting of the Finance Subcommittee. 
 
DISCUSSION:  
Ov e r a l l  S u mma r y  o f  Re s u l t s :  
Finance is pleased to report that the City has again attained an unqualified audit opinion validating the 
fair and accurate presentation of our financial status as of June 30, 2005. As the CAFR indicates, 2005 
ended with the City in good fiscal health. The City again experienced a strong General Fund operating 
surplus ($3 million); governmental revenues continue to be stable, with growth coming mainly from 
property tax; hotel tax, and service revenues. We are pleased to report that we met budget projections 
in all areas, validating the financial budget and planning process. Governmental fund balances have been 
maintained in line with financial policies, adopted reserve designations have been preserved, and 
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adopted budgetary and investment guidelines have been met as a result of prudent fiscal management 
and controls citywide. This year's report again validates the City’s financial accounting systems, 
procedures and management controls. 
 
As reported last year, this CAFR again reflects rising operational costs in the areas of salaries, benefits, 
and insurance which remain as challenge areas to be addressed in prospective budget years. In fact, a 
review of the City’s Insurance Fund reveals a negative equity balance when both short and long term 
liabilities are considered. This is a condition which will require a prospective response in the 2006 
budget year.  
 
As we look forward, it appears that last year’s State budget crisis is beyond use although our FY2005-
2006 budget does include an ERAF shift of $650,000. Additionally, cash flows will be impacted with 
the dollar for dollar swap of sales tax for property tax, due to the variations in timing of receipt of those 
payments (twice annually versus monthly). On the other hand, we are pleased to report that the State 
made an early payment to the City of the 2003 VLF GAP loan, unexpected in FY2006.  
 
Or g a n i z a t i o n  o f  t h e  Docume n t :  
The organization of the document is as follows: 
 
The Introductory Section includes the City’s transmittal letter providing an executive summary of the 
financial and economic events characterizing the 2004-2005 fiscal year. A review of the transmittal letter 
will help the reader understand the City's organizational structure and provides performance highlights of 
the City’s most significant funds and operations.  
 
The Financial Section presents the independent auditors' report. The auditors' report contains two 
main sections: the Audit Opinion and the Management Discussion & Analysis (MDA). The Audit 
Opinion, worded in an industry standard format, provides a statement by the auditors attesting to the 
fair presentation of financial data in conformity with generally accepted accounting principles and 
government accounting standards. The Management Discussion & Analysis (MDA), which was a new 
requirement under GASB 34, is a key report for our readers.  The MDA is intended to serve as an 
introduction to the City’s basic financial statements, which comprise three components: 1) government-
wide financial statements, 2) fund financial statements, and 3) notes to the financial statements, which is 
an overview and analysis of the financial activities of the City of Manhattan Beach for the fiscal year 
ended June 30, 2005.   
 
The Government-wide financial statements are designed to provide readers with a broad overview 
of the City’s finances, in a manner similar to a private-sector business. This section is new and very 
different from the traditional budgetary fund presentation made in the past. This is because these 
statements utilize full accrual accounting requiring the capitalization of assets and fund consolidations 
much like is done in private industry. The statements included in this section are the statement of net 
assets and the statement of activities. Both government-wide statements are designed to show the 
annual increase or decrease in net assets and, in doing so, distinguish functions of the City that are 
principally supported by taxes and intergovernmental revenues (governmental activities) from other 
functions that are intended to recover all or a significant portion of their costs through user fees and 
charges (business-type activities).  The governmental activities of the City include general government, 
public safety, public works, planning, building and safety, and recreation.  The City’s business-type 
activities include water, waste water, storm water and parking. 
 
The Fund Financial Statements is the section that reports on the City’s operations on a traditional 
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modified accrual and budgetary basis. A key document to view in this section can be found on pages 30 
and 31 which present, at a glance, the City’s actual performance for the year for all governmental funds. 
Changes of note in the section include: (1) the inclusion of reconciliations between the government wide 
and fund statements necessary because of the difference in accounting methods and presentation 
between the two, (2) the grouping of Special Revenue Funds as “non-major” governmental funds given 
their relative materiality, and (3) the more detailed presentation of the City’s business-like enterprise 
funds. A final major difference deals with the change in how fund balance reserves and restrictions are 
presented. GASB 34 limits the presentation of fund restrictions to very specific items resulting in much 
larger unreserved balances as compared to what is presented in the budget and pre-GASB 34 
CAFR’s. This being the case, the reader is well served to view note #7 to get a sense of fund balances 
before and after restrictions and major City Council designations. Once these designations are 
considered, the unreserved balances clearly line up on an historical and budgetary basis in conformance 
with the City’s fiscal and capital plan. 
 
The Notes to the Financial Statements section follows, which provides financial disclosures about 
the City’s financial statements. With the introduction of GASB 34 in recent years, we urge readers to 
closely review these notes which have been modified for this new accounting standard. Those familiar 
with our pre-GASB 34 statements will note that the presentation of long term liabilities and fund 
balances has been modified to take on a more citywide flavor.  The notes now reflect the newly 
required GASB 34 citywide capital asset valuation which is presented in the highlight of changes portion 
of this section. Note #5 now presents the value of all owned assets citywide and the impact of the 
GASB 34 valuations required as part of this implementation. 
 
This section is followed by the Combining Financial Statements & Schedules and the Statistical 
Section. The combing statements are presented in the traditional fund manner and report on the detail 
of all non-major funds which appear on a combined basis in the front of the document. The Statistical 
Section, not subject to audit investigation, provides general trend information presenting financial and 
economic data over time. 
 
Manageme n t  L e t t e r  F i n d i n g s :  
The independent auditors' report typically includes a formal Management Letter indicating internal 
control areas which are in need of improvement. In the current year, no management letter points were 
found as result of the internal control reviews indicative of the City’s strong internal controls. 
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CONCLUSI ON:  
The Finance Subcommittee and staff recommend that the City Council receive and file the 2004-2005 
CAFR. 
 
 
Attachments: A:  Audit Statement of Responsibilities 
 B: June 30, 2005 Comprehensive Annual Financial Report  
 C: Internal Control Compliance Letter 
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A:  Audit Statement of Responsibilities 
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B:  June 30, 2005 Comprehensive Annual 
Financial Report 
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December 20, 2005 
 
 
Honorable Mayor, Councilmembers and Citizens of Manhattan Beach  
Manhattan Beach City Hall  
Manhattan Beach, California 90266  
 
 
The Comprehensive Annual Financial Report (CAFR) of the City of Manhattan Beach for the Fiscal 
Year Ended June 30, 2005 (FY2005) is hereby submitted. This report has been prepared in 
accordance with generally accepted accounting principles as set forth in the pronouncements of the 
Governmental Accounting Standards Board (GASB). The FY2005 report marks the third year of 
GASB statement 34 (GASB 34) implementation. Transitioning to this new format involved several 
major steps including: completion of a citywide identification and assessment of infrastructure 
valuations; completion of a utility cost allocation study; development of new accounting models to 
facilitate the new reporting; a shift in audit planning; redesign of the published CAFR; and 
introduction of newly developed asset valuation and depreciation policies. In FY2005, these 
practices were continued in compiling this year-end report. 
 
In accordance with the above-mentioned guidelines, the accompanying report consists of three 
sections. The Introductory Section contains this transmittal letter, a list of the City’s principal 
elected and appointed officials, and an organizational chart. The Financial Section consists of the 
Independent Auditors’ Report, the Management Discussion and Analysis, the Government Wide 
Financial Statements, notes to the financial statements, and combining financial statements and 
schedules. The Statistical Section, which is not audited, contains selected financial and demographic 
information, generally presented on a multi-year basis.  
 
SERVICE EFFORTS AND MAJOR INITIATIVES 
 
Service Efforts 
 
In FY 2005, the City of Manhattan Beach continued to provide a high level of service to its residents 
and citizens. The City adhered  to its financial policies and adopted financial plan as evidenced by 
the budget-to-actual reporting presented within this document. $58.7 million was originally budgeted 
to support the City’s many services and programs. Additionally, $29.8 million in capital projects was 
budgeted for the year. Budgetary limits were adhered to on a citywide basis with the General Fund 
reporting a healthy surplus once again. All funds performed as expected in line with the City’s 
financial policy guidelines and reserves have been maintained. 
 
 



 

 

  
 
Some of the key capital improvements expenditures in 2005 include the following: 
 

o $15.6 million of construction costs for the new Police & Fire facility beyond design and 
engineering costs bringing this project to over 60% completion. 

o $1.2 million for reconstruction of the El Porto parking lot. 
o $1.4 million of citywide street improvement projects, the bulk of which related to the 

Aviation resurfacing, Artesia Boulevard improvements, various traffic signal improvements, 
construction of the new 13th Street extension, and Strand Walkway improvements.  

o $534,000 towards the completion of the Metlox public plaza. With the completion of the 
parking structure in the prior year, the development is scheduled to open in December 2005. 

o $500,000 in Water, Storm and Wastewater system improvements mainly related line 
replacements and valve and control upgrades. 

 
Major Initiatives 
 
In FY 2005, the City of Manhattan Beach made significant progress on many of the key work plan 
items identified in the operating budget. A recap of these accomplishments follows: 
 
Public Safety Facility Project: In the current year the City  completed the financing plan to fund the 
construction of the new public safety facility.  The project budget is valued at $41 million including 
costs incurred to date. The City designated specific reserves of $25 million in the Capital Projects 
Fund for this improvement. In December 2004, the City issued $12.9 million in fixed rate 
Certificates of Participation which fully funds the construction of the new Police and Fire facility. 
The resulting debt service will be financed through dedicated revenues earmarked within the Capital 
Improvement Fund. $25 million in costs have been incurred on this project through June 30, 2005 
and the project remains within budget and is targeted for completion in 2006. 
 
Metlox Improvements and Development: The City held a grand opening for the Metlox parking 
structure in January 2004 and another grand opening for the public plaza and retail phases in 
December 2005. The Metlox parking structure provides 460 spaces, serving the new development as 
well as the entire downtown.  It was completed at a cost of $14.6 million. The private retail 
development includes a hotel, retail, restaurant and office space elements. This multi-million dollar 
project is expected to have a positive economic impact, adding to the City's ground lease, property, 
hotel, and retail tax revenue base. In concert with this private phase, the City completed the 
construction of a 40,000 square foot town square and retains ownership of the underlying land, 
parking facilities and public open space. This public improvement was financed through the issuance 
of $11.6 million in Certificates of Participation, issued in January 2003, and the resulting debt 
service will be paid through dedicated Parking Fund revenues. All debt and capital transactions have 
been recorded in the parking enterprise fund and are backed by the strength of the City’s overall 
credit.  
 
Strand Improvement Project: In FY 2005-2006 the City budget appropriated an additional $1.5 
million which sets aside all reserves necessary to fund this $4.5 million project. This capital project 
has been cash funded in entirety. This project involved years of planning, community discussion and 
outreach before construction commenced in FY 2005. In the current year construction costs of 



 

 

approximately $400,000 were incurred on this exciting improvement which spans the entire length 
of the Strand. The project involves the replacement of the cement walkways, upgrades of all lighting 
and electrical elements, the renovation of drainage systems, the introduction of viewing alcoves, 
updates to trash receptacles, and replacement of exiting benches.  
 
Utility Under-grounding: In the prior year the City successfully facilitated the creation of three 
beach front utility under-grounding districts valued at approximately $5 million. Assessment District 
bonds were issued in August 2004 culminating several years of coordination by our City’s Public 
Works department. Debt service for these bonds will be paid entirely through participating 
homeowner property tax assessments. The resulting bond proceeds reimbursed the City for all 
originating costs incurred in the project lifecycle. In the end result, the assessment district formation 
process was received extremely well with approval percentages in the 70% range for all districts. All 
project dollars have been deposited with assigned trustee depositories and construction began in FY 
2005. In November 2005 an additional two districts were approved by the voters valued at 
approximately $14 million. The debt financing process for these newest districts is in process and 
expected to be completed in January 2006. 
 
Financial Credit Rating: The City obtained a financial credit rating in anticipation of issuing bonds 
for the construction of public improvements at the Metlox site as well as the new Police & Fire 
facility. The City received the highest possible rating, “AAA,” from both S&P and Fitch. With this 
good news, the City proceeded to issue bonds for both facilities starting with Metlox Certificates of 
Participation in January 2003 at a size of $13.3 million (including all issuance costs, reserve and 
capitalized interest requirements). The bond issuance for Police/Fire, took place in November 2004 
at a value of $12.9 million. The City realized a healthy General Fund surplus these past years and 
used these resources to increase cash funding and reduce the final debt sizing. FY 2004 surplus 
reserves were also used to increase the Police/Fire project budget contingency levels. The City’s 
credit rating was updated with this latest bond issuance and again received a rating of “AAA” from 
S&P and Fitch. Furthermore, we are very pleased that a similar rating was received from Moody’s as 
part of this bond sale. 
 
Nearly all FY 2004-2005 City work plan items were completed including: 

• Selection of a 9/11 memorial to be located at the new Police & Fire facility. 
• Introduction of streaming video of City Council and Planning Commission meetings, thereby 

offering greater public access to those proceedings. 
• Continued excellent day-to-day service delivery as shown by the resident satisfaction survey 

results.  Once again, we ranked as one of the best cities in terms of satisfying our residents’ 
needs.  Our overall score of 94% is among the highest when compared with similar surveys 
of cities in the State which show an overall satisfaction rating of 76%; 

 
FINANCIAL CONTROLS AND PROCEDURES 
 
Financial Policies: Throughout the years, the City of Manhattan Beach has followed a fiscally 
conservative philosophy of building and maintaining healthy financial reserves. This practice has 
allowed the City to continue providing quality services to its residents in a time when many local 
agencies were being forced to cut back due to fiscal constraints. In 1997-1998, the City Council 
approved the City’s first set of financial policies, designed to promote sound financial management 
and ensure that the City’s fiscal integrity remains intact as staff and Councilmembers change. This 



 

 

Comprehensive Annual Financial Report reflects the implementation of these financial guidelines 
and presents all fund reserves and designations in an effort to define fund balance commitments and 
obligations as of the financial report date. 
 
Internal Control Structure: City management is responsible for establishing and maintaining fiscal 
internal controls designed to safeguard the assets of the government from loss, theft or misuse, and 
to ensure that accounting data is accurately compiled to allow for the preparation of financial 
statements in conformity with generally accepted accounting principles. The internal control 
structure is designed to provide reasonable, but not absolute, assurance that these objectives are met. 
The concept of reasonable assurance recognizes that: (1) the cost of controls should not exceed the 
benefits likely to be derived; and (2) the valuation of costs and benefits require estimates and 
judgments by management. 
 
Budgetary Controls and Changes: The City of Manhattan Beach maintains strong budget controls. 
The objective of these controls is to ensure compliance with legal provisions embodied in the annual 
appropriated budget approved by the City Council. Budget control is primarily maintained at the 
fund level in the governmental fund types. The City maintains a centralized purchasing function as 
one method of accomplishing budgetary controls. All purchase orders are reviewed by Purchasing 
and Finance management to assure adequate budget funding before binding commitments are 
finalized. Additionally, all machinery and equipment purchases are processed through centralized 
warehouse receiving to further strengthen internal controls. The City's financial software includes a 
full encumbrance purchasing accounting system with real time approval and budget checking 
capabilities. Full encumbrance accounting allows for the speedy identification of fund obligations at 
the time of requisition, providing tremendous budgetary control. The Comprehensive Annual 
Financial Report isolates all encumbrance obligations existing at June 30, 2005, related to 
governmental funds, and presents them as fund balance reserves on the respective balance sheets. 
 
Cash Management:  It is the City’s policy to invest all temporarily idle short-term funds and longer-
term reserves in a manner that will maximize return without sacrificing security and jeopardizing 
liquidity requirements. Idle funds are invested in accordance with the State’s Government Code and 
a formal investment policy which is adopted annually by the City Council. The policy allows 
investments in a variety of specific instruments such as Certificates of Deposit, Bankers 
Acceptances, U.S. Government and Agency securities, Repurchase Agreements, Commercial Paper, 
and the State’s Local Agency Investment Fund. 
 
Risk Management. The City is a member of the Independent Cities Risk Management Authority 
(ICRMA), a joint powers authority consisting of twenty-eight medium-sized California 
municipalities, for the purpose of pooling the City of Manhattan Beach’s risk for general liability 
losses with those of other member cities. The City’s self-insured retention is $500,000 per 
occurrence for Liability and $750,000 for Worker’s Compensation. Under ICRMA, insurance 
coverage in excess of the self-insured amount is provided up to a limit of $100,000,000. Premiums 
for excess insurance coverage are set annually based upon actual claims experience as well as other 
factors.  
 
 
 
 



 

 

 
 
 
 
EXECUTIVE FINANCIAL OVERVIEW 
 
This top level overview is presented as a supplement to the more detailed and comprehensive 
analysis presented in the Management Discussion and Analysis (MDA). As such it serves to 
highlight key financial performance indicators for our major funds. We encourage all readers to 
review the MDA for a further analysis of the City’s financial condition. 
 
General Fund 
 
The General fund is the primary operating fund of the City of Manhattan Beach and the 2005 year 
reflects very good financial results. The fund again outpaced expectations coming in with an 
operating surplus of $3 million. We attribute this performance to our continued adherence to prudent 
financial planning and policy setting, conservative budgeting, and faithful monitoring and 
stewardship by all city staff. At the end of the current fiscal year the total General Fund balance 
equaled $17.4 million after $6.9 million of net transfers out primarily to the Capital Improvement 
and Police/Fire Construction Funds. These transfers, accumulated through prior year surplus 
amounts, were utilized to reduce the bond sizing for our new Police and Fire facility. Under the 
GASB 34 model this fund reports an unreserved fund balance of $16.4 million before policy and 
City Council designations. On a governmental basis, including financial policy, liability and 
uncertainty reserve limits, an unreserved and undesignated fund balance of $944,525 remains 
available for use at City Council’s discretion as of year end.  
 
During the current fiscal year, General Fund revenues exceeded expenses by approximately $3 
million. After transfer activity, the fund balance decreased by $3.9 million. The transfer activity 
included: 
  

• $3,325,000 transfer out of the General Fund into the Police/Fire Construction Fund for the 
Public Safety Facility as planned for in the City budget. This amount also included an 
approved project budget contingency amount increase of $1,325,000. 

• $2,463,164 transfer out of the General Fund into the Capital Improvement Fund to (1) 
increase the designated Strand Improvement Reserve by $1,596,369 to the approved $4.5 
million level and (2) $866,795 to prepay capitalized interest to reduce long term debt service 
payments for the Police/Fire bonds. 

• $695,000 out of the General Fund to the Pension Fund to fully fund the benefit liabilities 
resulting from newly awarded Police Retirement Health benefits. 

• $355,000 transfer out of the General Fund to the Insurance Fund to re-establish fund working 
capital policy levels. 

• $150,000 transfer out of the General Fund to the Storm Water Fund in support of fund levels 
required to maintain operations for the assessment fund. Increasing assessment levels in this 
particular fund are needed to cover rising utility and maintenance costs but local 
governments are precluded from doing so subject to a proposition 218 vote of the people. 



 

 

• $5,533,330 transfer out of the Capital Improvement Fund to the Police and Fire facility 
Construction Fund as part of a planned and budgeted funding of accumulated project 
reserves. 

• $293,000 transfer out of the El Porto County Lot Fund to the Capital Improvement Fund to 
pay for the costs associated with the reconstruction of El Porto parking lot. 

• $33,444 transfer out of the Underground Utility Construction Fund to the General Fund to 
reimburse the city for bond issuance costs. 

 
Although the rate of growth has slowed from early 2000 levels, the City’s General Fund revenue 
base continues to do well. This can be noted by the following trends: 
 
Revenue 2004 Actual 2005 Actual Variance 
Property Tax $11.1 M $11.7 M $    .6 M 
Sales Tax     7.3 M     7.3 M       .0 M 
Hotel Tax     1.9 M     2.1 M       .2 M 
Business License Tax     2.1 M     2.3 M       .2 M 
License and Permits     1.6 M     1.5 M      (.1 M) 
Fines     2.2 M     1.8 M      (.4 M) 
Interest and Rent     2.3 M     2.3 M       .0 M  
Vehicle In-Lieu     1.6 M     2.3 M       .7 M  
 Services     6.1 M     7.3 M     1.2 M 
 
On an overall basis, General Fund revenues increased moderately, 6%, and came in at 104% of our 
annual budget estimates with property tax being the clear front runner. Sales tax remained relatively 
flat while Hotel Tax showed a strong gain in contrast to the past two years. Charges for services 
were bolstered by the completion of a new utility cost allocation study in FY 2003 and robust 
recreation   service activities. Additionally, vehicle registration fee collections are up after last year’s 
State deferral of such revenue. On the other side of the equation, interest income has fallen heavily 
as predicted given the large use of cash reserves, only to be offset by unrealized portfolio market 
value gains relative to last year. Although no dramatic increases were noted, these results are quite 
reassuring considering the challenges that faced us at the State level those past two years. 
 
General Fund expenditures came in 4% below budget resulting in the surplus noted above. On the 
other hand, compared to last year, expenses have risen by 9%, or $3.1 million, mostly driven by 
salary, pension, and insurance costs. Clearly, rising costs are a significant challenge that reinforces 
the need to maintain prudent, proactive and conservative planning while maintaining tight budgetary 
controls. Maintaining such controls is critical to assure healthy surplus margins in future years. 
Although the current year performance is strong, the rate of expense increase outweighs the rate of 
revenue growth which is a trend worthy of our attention. 
 
Other Funds 
 
Capital Improvement Funds 
 
The past two years saw the introduction of two new funds to this category. In FY 2004 the Police 
and Fire Construction Fund (PFC) was added as well as the Utility Under-Grounding Fund (UAD). 



 

 

These funds were added to manage the construction of the two related major capital projects. The 
previously established Capital Improvement Fund (CIP) was originally created to drive capital 
planning for general government operations and continues in this same capacity. 
 
In FY 2005, the CIP Fund performed as expected and is well positioned to fund our most important 
capital infrastructure projects. Dedicated revenues in this fund amounted to $1.1 million, grants 
another $1 million, and capital expenditures equaled $2.2 million. This fund transferred $5.5 million 
to the newly create PFC Fund for the final planed contribution of reserves for the new safety facility. 
 
At June 30, 2005 the total balance in the CIP Fund was $7.4 million. Of this balance, $6.1 million 
has been specifically earmarked for planned infrastructure projects and restricted bond cash leaving 
an unreserved and undesignated balance of $1.3 million. Key designations at year end include: 
 

 $3.8 million for improvements to the Strand walkway 
 $1.3 million for the Police/ Fire facility cash bond reserves  
 $700,000 to complete the El Porto Wall 
 $100,000 for improvements to Artesia Boulevard 

 
At the end of the current fiscal year the total fund balance in the PFC Fund was $17.5 million which 
is completely dedicated for the construction of the new facility. This balance reflects the transfer in 
of $5.5 million from the CIP fund, reduced by current year construction costs. $25.2 million has 
been expended on this project from inception through June 30, 2005. 
 
At the end of the current fiscal year the total fund balance in the UAD Fund was $661,402 reflecting 
trustee held bond reserves resulting from bond issuance. Bonds were issued in the current year 
making up the balance of the $5.1 million project cost beyond homeowner prepayments. The total 
amount of cash holdings in this fund is restricted in use.  
 
Special Revenue, Internal, and Enterprise Funds 
 
All other Governmental and Business Type funds performed within budget and have met financial 
projections and expectations. As has been the trend in recent years, Workers Compensation claims 
and reserves continue to climb at alarming rates giving rise to the need to increase departmental 
charge outs and augment fund balances. Although this fund’s balance remains within fiscal policy 
levels, long term liabilities cause a deficit in the total fund balance. Staff will be adjusting 
prospective estimates this coming budget year in response to this trend and continuing challenge. 
Our City, along with the State, has identified rising insurance costs as one of the financial challenges 
in future years. Ultimately the solution to this issue can only come through legislative change at the 
State and/or Federal level. 
 
Trust and Agency Funds 

In several cases, the City acts as a custodian of funds held for the benefit of others which mostly 
relates to the administration of employee pension and 401(a) deferred compensation plans. All such 
plans funding requirements have been maintained. City Plans include the supplemental retirement 
and single highest year programs - dormant plans which were previously offered by the City. It is 
significant to note that this financial report does not include the value of trust holdings in the 



 

 

employees' 457 deferred compensation plan valued at $12.5 million at June 30, 2005. This 
recognizes enacted legislation establishing the City as a plan trustee and protecting these employee-
owned assets from external creditors.  
 
For the first time this year, the trust and agency fund group includes funds held in trust on behalf of 
the under-grounding assessment districts. This fund accounts for assessment collections and the 
related debt service payments. 
 
THIRD PARTY ADMINISTERED PENSION PLANS 
 
Defined Benefit Pension Plan:  The City contracts with the California Public Employees 
Retirement System (CalPERS) for certain retirement, disability, death and survivor benefits for 
qualified employees. The annual actuarial valuation by CalPERS changes from year to year, and the 
City’s contribution rates are modified accordingly. 
 
Retirement Plan for Part-Time Employees: From 1990 to 1997, the City of Manhattan Beach 
provided its own retirement plan for part-time, seasonal and temporary employees not eligible for 
participation in the California Public Employees Retirement System. This plan was eliminated in 
June 1997, as the City opted to provide the Public Agency Retirement System (PARS) program 
instead.  
 
Significance of GASB 34 on Capital Asset Presentation 
 
Although many impacts of GASB 34 on these financial statements were discussed above, one would 
be remiss not to point out the tremendous reporting impact that this pronouncement has on the City’s 
valuation and treatment of capital assets. In this regard we encourage the reader to review the notes 
and the Management Discussion and Analysis for this important information.  
 
GASB 34 now requires that local governments quantitatively value and capitalize all owned asset 
including capital infrastructure. This infrastructure includes such highly visible and material items as 
streets, walkways, lights, signs, buildings, etc. Consequently this pronouncement requires that these 
assets be depreciated in full compliance with accrual accounting methodology. This presentation of 
capital assets was always required of our enterprise funds in the past and now it is required when 
reporting the government wide financial statements for all such funds. 
 
In the end result a valuation of all City infrastructure was completed and these results have been 
included in the financial statements. Government wide capital assets have been valued on a gross 
basis at $170 million and at $128 million on a net basis after depreciation. These values are 
presented at original estimated cost and, as such, their replacement cost would be considerably 
higher. Increases over last year exceeded $17 million after depreciation most of which results from 
the $15.6 million capitalization of Police and Fire facility improvements. The remaining asset 
increase resulted from improvements to city roadways, parks, utilities, and completion of Metlox 
public improvements.  
 
OTHER INFORMATION 
 



 

 

Independent Audit: The accounting firm of Lance, Soll & Lunghard, LLP, was selected by the City 
to perform the annual audit. The auditors' report on the general purpose financial statements and 
combining and individual fund statements and schedules is included in the financial section of the 
City’s Comprehensive Annual Financial Report. The City was not required to conduct a single-audit, 
an audit of Federal Grant Funding, and, as such, no separate single audit opinion and report is 
included. 
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     Geoff Dolan, City Manager                                 Bruce Moe, Finance Director 
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CITY OF MANHATTAN BEACH 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
 
As management of the City of Manhattan Beach, we offer our readers of these financial statements this 
narrative overview and analysis of the financial activities of the City of Manhattan Beach for the fiscal year 
ended June 30, 2005. We encourage readers to consider this information in conjunction with additional 
information that we have furnished in our letter of transmittal, which can be found on pages i to xi of this 
report. 
  
FINANCIAL HIGHLIGHTS 
 

 The assets of the City of Manhattan Beach exceeded its liabilities, at the close of the fiscal year 
ended June 30, 2005, by $158,092,228 (net assets). Of this amount, $41,125,474 (unrestricted 
net assets) may be used to meet the government’s ongoing obligations to citizens and creditors. 

 
 The City’s capital assets increased by $17,309,954. This increase is mostly attributable to the 

construction completed to date for the new Police and Fire facility in the amount of $15,571,875. 
Other increases include improvements to streets and roadways, utility systems, the Metlox public 
plaza, and City parks. 

 
 The City’s total net assets increased by $5,146,279. This increase is attributable to several 

factors primarily including the results of operations combined with the effect of the difference in 
accounting for capital assets within governmental funds versus the statement of activities. Under 
the new GASB 34 model, the statement of activities is presented on a full accrual basis calling for 
the capitalization of all capital and infrastructure costs as opposed to the expenditure of such 
costs in the individual governmental funds. 

 
 As of June 30, 2005, the City’s governmental activities reported combined ending net assets of 

$121,270,396, an increase of $3,150,967, in comparison with the adjusted opening balance. 
$26,283,728 (unrestricted net assets) is available for spending at the government’s discretion. 
Further to this point, it is important to note that a good majority of these dollars are derived 
through special project funds and, as such, their use is limited to specific types of applications. 
Additionally, this unreserved balance includes several material City Council directed capital 
project designations which have resulted from a long-standing infrastructure improvement plan. 

 
 As of June 30, 2005, the City’s business activities reported combined ending net assets of 

$36,821,832, an increase of $1,169,224 in comparison with the adjusted opening balance. 
$14,842,196 of this balance is unrestricted to be used in the future support of the operational and 
capital needs of these enterprises. This unreserved balance includes several material City 
Council directed capital project designations which have resulted from a long-standing 
infrastructure improvement plan. 

 
 As of June 30, 2005, the balance in the General Fund was $17,440,250, or 46% (5.5 months), of 

total General Fund expenditures. The General Fund reported excess revenues over expenditures 
of $3,004,345 before net transfers out of $6,954,720. 

 
 Transfers out of $6,988,164 from the General Fund were made to pay for major capital initiatives 

including construction of a new Public Safety facility, associated bond costs, and improvements to 
the Strand Walkway, funding newly established safety post retirement health benefit obligations, 
and seeding required working capital levels in the City’s insurance fund. 

 
 The City’s total bonded debt increased by $12,450,000 (47%) during the current fiscal year. This 

increase is primarily attributable to the November 2004 issuance of Certificates of Participation 
($12,980,000) for the long planned construction of the Police and Fire facility. This increase is 
offset marginally by the scheduled pay down of issued bonds in the General, Water, Wastewater 
and Parking funds. Long term insurance claim reserves experienced an increase of $460,463 or 
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23% mostly due to increased workers compensation reserves. Other long term liability balances, 
mostly made up of employee leave balances, remain near 2004 levels. 

 
USING THIS ANNUAL REPORT 
 
Overview of the Financial Statements 
 
This discussion and analysis is intended to serve as an introduction to the City’s basic financial 
statements, which is comprised of three components: 1) government-wide financial statements, 2) fund 
financial statements, and 3) notes to the financial statements. This report also contains other 
supplementary information in addition to the basic financial statements themselves. 
 
Reporting on the City as a Whole 
 
Government-wide financial statements:  The government-wide financial statements are designed to 
provide readers with a broad overview of the City’s finances in a manner similar to a private-sector 
business. 
 
The statement of net assets presents information on all of the City’s assets and liabilities, with the 
difference between the two reported as net assets. Over time, increases or decreases in net assets may 
serve as a useful indicator of whether the financial position of the City of Manhattan Beach is improving or 
deteriorating. 
 
The statement of activities presents information showing how the government’s net assets changed 
during the most recent fiscal year. All changes in net assets are reported as soon as the underlying event 
giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and 
expenses are reported in this statement for some items that will only result in cash flows in future fiscal 
periods (e.g., uncollected taxes and earned but unused vacation leave). 
 
Both of the government-wide financial statements distinguish functions of the City that are principally 
supported by taxes and intergovernmental revenues (governmental activities) from other functions that 
are intended to recover all or a significant portion of their costs through user fees and charges (business-
type activities). The governmental activities of the City include general government, public safety, public 
works, planning, building and safety, and recreation. The City’s business-type activities include water, 
wastewater, storm water and parking. 
 
The government-wide financial statements can be found on pages 19 to 21 of this report. 
 
Reporting on the City’s Most Significant Funds 
 
Fund financial statements:  A fund is a grouping of related accounts that is used to maintain control 
over resources that have been segregated for specific activities or objectives. The City of Manhattan 
Beach, like other state and local governments, uses fund accounting to ensure and demonstrate 
compliance with finance-related legal requirements. All of the funds of the City can be divided into three 
categories: governmental funds, proprietary funds and fiduciary funds. 
 
Governmental funds:  Governmental funds are used to account for essentially the same functions 
reported as governmental activities in the government-wide financial statements. However, unlike the 
government-wide financial statements, governmental fund financial statements focus on near-term inflows 
and outflows of spendable resources, as well as on balances of spendable resources available at the end 
of the fiscal year. Such information may be useful in evaluating a government’s near-term financing 
requirements. 
 
Because the focus of governmental funds is narrower than that of the government-wide financial 
statements, it is useful to compare the information presented for governmental funds with similar 
information presented for governmental activities in the government-wide financial statements. By doing 
so, readers may better understand the long-term impact of the government’s near-term financing 
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decisions. Both the governmental fund balance sheet and governmental fund statement of revenues, 
expenditures and changes in fund balances provide a reconciliation to facilitate this comparison between 
governmental funds and governmental activities. 
 
The City of Manhattan Beach maintains 12 individual governmental funds. Information is presented 
separately in the governmental fund balance sheet and in the governmental fund statement of revenues, 
expenditures, and changes in fund balances for the General Fund and the Capital Improvement funds, all 
of which are considered to be major funds. Data from the other 8 governmental funds are combined into a 
single, aggregated presentation. Individual fund data for each of these nonmajor governmental funds is 
provided in the form of combining statements elsewhere in the fund financial statements section of this 
report. 
 
The City of Manhattan Beach adopts an annual appropriated budget for each of its governmental funds. A 
budgetary comparison statement has been provided for each governmental fund to demonstrate 
compliance with this budget. 
 
The basic governmental fund financial statements can be found on pages 22 to 28 of this report. 
 
Proprietary funds:  The City of Manhattan Beach maintains two types of proprietary funds. Services for 
which the City charges customers a fee are generally reported in the City’s enterprise funds. These 
proprietary funds, like the government-wide statements, provide both long-term and short-term financial 
information. Internal service funds are an accounting device used to accumulate and allocate costs 
internally among the City’s various functions. The City uses internal service funds to account for its fleet of 
vehicles, computer systems, shared building and maintenance costs, and City-wide insurance costs. 
Because these services predominantly benefit the governmental function, they have been included within 
governmental activities in the government-wide financial statements and related intra-fund charges have 
been eliminated accordingly. 
 
Proprietary fund financial statements provide the same type of information as the government-wide 
financial statements, only in more detail. All four internal service funds are combined into a single, 
aggregated presentation in the proprietary fund financial statements. Individual fund data for the internal 
service funds is provided in the form of combining statements elsewhere in this report. Five of the City’s 
seven enterprise funds are considered major funds and presented as such in the fund financial 
statements. The two nonmajor funds, County and State parking lots, are presented individually in the 
combining statements. 
 
The combining statements referred to earlier in connection with nonmajor governmental funds, proprietary 
and internal service funds are presented immediately following the notes to the financial statements. 
Combining and individual fund statements and schedules can be found on pages 76 to 99 of this report. 
 
Notes to the financial statements:  The notes provide additional information that is essential to a full 
understanding of the data provided in the government-wide and fund financial statements. The notes to 
the financial statements can be found on pages 40 to 73 of this report. 
 
The City as Trustee 
 
Other information:  In addition to the basic financial statements and accompanying notes, this report 
also presents certain required supplementary information concerning the City’s progress in funding its 
obligation to provide pension benefits to its employees and budget-to-actual financial comparisons for the 
General Fund. The City has elected to present this information within the basic financial statement and 
financial statement sections of the report.  
 
All of the City’s fiduciary activities are reporting distinctly in a separate Statement of Fiduciary Assets and 
Liabilities. These figures are not combined with other financial statements because the City cannot use 
these assets to finance present or future operations. The City is responsible for ensuring that the assets 
reported in these funds are used for their intended purpose. 
 



City of Manhattan Beach 
Management’s Discussion and Analysis  

 6

In summary the various sections of this financial report are arranged as follows: 
 

Financial
Section (I)

Management 
Discussion
& Analysis

Government
Wide 

Financial 
Statements (II)

Statements of 
Net Assets & 

Activities

Fund
Financial 

Statements (III)

Budgetary 
Fund Statements

Notes to 
Financial 

Statements (IV)

Combining 
Financial 

Statements &
Schedules (V)

Non Major 
Governmental & 

Proprietary 
Funds

Statistical 
Section (VI)
(Un-audited)

Summary----------------------------------------------------------------Detail

 
 

 
FINANCIAL ANALYSIS OF THE CITY AS A WHOLE 
 
Net Assets 
 
As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position. 
In the case of the City of Manhattan Beach, assets exceeded liabilities by $158,092,228 at June 30, 2005. 
 
By far, the largest portion of the City’s net assets (56%) reflects its investment in capital assets (e.g., land, 
infrastructure, buildings and equipment). The City uses these capital assets to provide services to 
citizens; consequently, these assets are not available for future spending. 
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City of Manhattan Beach Net Assets 
 

  
Governmental

Business-
Type 

   

Activities Activities Total  Total 
2005 2005 2005  2004 

   
Current and other assets  $  63,736,173  $    20,525,123  $    84,261,296  $    82,136,147 
Capital assets      92,510,048      35,013,955      127,524,003      110,214,049

 
Total Assets 156,246,221     55,539,078   211,785,299   192,350,196 

      
Long-term liabilities outstanding      26,020,593      16,812,289        42,832,882        29,700,696 
Other liabilities        8,955,232        1,904,957         10,860,189          9,703,551

 
Total Liabilities    34,975,825    18,717,246     53,693,071     39,404,247 
      

Invested in net capital assets 70,373,993      17,903,955        88,277,948        83,541,551 
Restricted 24,613,125       4,075,681          28,688,806          6,040,763
Unrestricted     26,283,278      14,842,196        41,125,474        63,363,635 

 
Total Net Assets  $121,270,396  $    36,821,832 $   158,092,228 $   152,945,949

 
A portion of the City’s net assets (4%, or $5,493,705), within the governmental activities category, 
represent Special Revenue Fund resources that are subject to external restrictions on how they may be 
used. The remaining balance of unrestricted net assets ($41,125,474) may be used to meet the 
government’s ongoing obligations to citizen services and creditors. A significant portion of this remaining 
balance is also subject to City Council directed capital project designations and policy reserves as 
indicated in the financial Note 7. 
 
Statement of activities: On a City-wide basis, net assets increased by $5,146,279. Governmental 
activities, as a group, increased by $3,977,055 and accounted for most of the growth in the net assets of 
the City. 
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City of Manhattan Beach Changes in Net Assets 
 

 
 

Governmental
Business-

Type 
  

 Activities Activities Total  Total 
  2005 2005 2005  2004 
Program revenues:         

Charges for services  $      11,412,225 $   13,653,362  $   25,065,587  $   24,178,550 
Operating contributions and 
grants       2,571,735             20,088 2,591,823 2,121,460 
Capital contributions and grants           4,795,086 21,807 4,816,893 2,648,432 

General revenues:     
Property taxes      11,793,140                   -      11,793,140       11,223,986 
Other taxes       14,576,155                   -      14,576,155       13,519,021
Motor Vehicle In Lieu 2,472,372 2,472,372 1,634,713
Other         2,659,742 450,702         3,110,444         2,880,756

Total Revenues      50,280,455      14,145,959 64,426,414 58,206,918
      
Expenses:     

General government        7,814,392                   - 7,814,392        6,843,576 
Public safety     23,756,438                   -     23,756,438      19,786,367 
Public works 10,355,400                   - 10,355,400        6,596,160 
Parks and recreation 4,772,150                   - 4,772,150        4,300,710 
Interest on long-term debt          574,108                   -          574,108          137,993
  Water, Waste, Storm                       -    7,926,665    7,926,665    7,347,450
  Refuse                       - 3,430,815 3,430,815 3,147,820
  Parking                       -    1,476,255    1,476,255    1,442,174

Total Expenses      47,272,488     12,833,735      60,106,223      49,602,250 

Revenues Over Expenses        3,007,967 1,312,224        4,320,191        8,604,668

Transfers In (Out) 143,000   (143,000))                     - 

Increase in Net Assets        3,150,967       1,169,224 4,320,191 8,604,668

Net Assets - July 1, 2004   117,293,341   35,652,608   152,945,949    144,207,435 

Restatement                                     
                      -

826,088 826,088 133,846

Net Assets - June 30, 2005  $121,270,396  $36,821,832  $158,092,228  $152,945,949 
 
Key elements of this increase are as follows: 
 

 In 2004-2005, the General Fund reported an operating surplus, before transfers, of $3 million, 
which added to the overall strength of citywide net asset balances. 

 
 In 2004-2005, the Utility Funds reported an operating surplus, before transfers, of $1.3 million, 

again, adding to the overall strength of citywide net asset balances.  
 

 The use of $695,000 of from the General Fund to seed the newly established Police retirement 
health benefit which is recorded in the City’s Pension Fund. 

 
 In 2004-2005, the citywide statements reported a $826,088 positive restatement of beginning 

equity in recognition of a prior year pre-funding of outstanding PERS obligations in accordance 
with GASB 27.   
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 In 2004-2005, the citywide statements reported $760,909 of accrued income receivable as a 

result of the California State budget “Triple Flip” Sales and Vehicle License fee deferral. This is 
presented as deferred income in the governmental statements and income on a full accrual basis 
within the citywide statements.   

 
 The difference in the method of accounting for capital assets in the governmental funds versus 

the statement of activities accounts for an increase of $17.1 million in net assets considering both 
capital costs and depreciation. Governmental funds fully expend capital asset costs in the period 
they are acquired. However, in the statement of activities, the cost of those assets is allocated 
over their estimated useful lives. The use of cash reserves in the current year to fund the above 
mentioned capital assets results in an offsetting decrease of working capital. 

 
 The difference in the method of accounting for long-term debt in the governmental funds versus 

the statement of activities accounts for an increase in $250,000 related to Police & Fire facility, 
Marine Bond debt, and capital leases. Governmental funds fully expend principal payments in the 
period they are paid. However, in the statement of activities, such payments reduce the related 
liability. 

 
 
Government Activities 
 

Expenses and Program Revenues - Governmental Activities - Fiscal Year 2005 
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Revenues by Source - Governmental Activities - Fiscal Year 2005 
 
 

Charges for Services
22%

Operating Grants
5%

Capital Grants
10%

Property Tax
23%

Sales Tax
16%

Vehicle in Lieu Tax
5%

Other Taxes
13%

Investments & Rents
5%

Other
1%

 
 



City of Manhattan Beach 
Management’s Discussion and Analysis  

 11

Business Type Activities 
 

Expenses and Program Revenues - Business Type Activities - Fiscal Year 2005 
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The City’s business-type operations include several major service areas: 
 

o Water 
o Wastewater 
o Storm Water 
o Refuse 
o Parking 
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Revenues by Source - Business Type Activities FY 2005 
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In fiscal year 2004-2005, revenues for the City’s business type activities amounted to $14,145,959, 
including $41,895 in grants and contributions. All other revenue is derived from operations and 
investment earnings. Total operating expenses equaled $12,833,735 for a positive operating income of 
$1,312,224 before transfers. When considering the impact of the net transfer out of $143,000 from the 
parking funds, net assets increased by $1,169,224 this current year. 
 
FINANCIAL ANALYSIS OF THE CITY’S FUNDS 
 
Governmental Funds 
 
As of the end of the current fiscal year, the City’s governmental funds reported combined ending fund 
balances of $48.6 million, a decrease of $700,000 in comparison with the prior year. Approximately 42% 
of this total amount, $20.7 million, constitutes unreserved fund balance. The remainder of the fund 
balance is reserved to indicate that it is not available for new spending because it has already been 
committed to: 1) liquidate construction contracts and purchase orders of the prior period ($8.08 million); 2) 
reserve for prepaid items and debt reserves ($1.3 million); 3) Restricted Construction cash holdings 
($17.7 million), and 4) $723,091 for long term receivables.  
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It is important to note that City Council approved a variety of fund designations in adherence to its 
financial policy requirements and budgetary capital planning initiatives. This is evidenced by the 
presentation of the components of fund balances as listed in Note 7 of these financial statements. Of the 
$20.7 million unreserved governmental fund balance noted above, $15.5 million has been designated by 
City Council actions, and $3 million remain in restricted use Special Revenue Funds. Considering these 
designations, $5.1 million in governmental fund balances remain unreserved and undesignated. 
 
 
General Fund 
 
The General Fund is the chief operating fund of the City of Manhattan Beach. At the end of the current 
fiscal year, unreserved fund balance of the General Fund was $16.4 million, while total fund balance 
reached $17.4 million. As a measure of the General Fund’s liquidity, it may be useful to compare both 
unreserved fund balance and total fund balance to total fund expenditures. Unreserved fund balance 
represents 43% of total General Fund expenditures, while total fund balance represents 46% of that same 
amount. 
 
During the current fiscal year, General Fund revenues exceeded expenses by approximately $3 million. 
Considering transfer activity out of this fund of $6.95 million as a result of planned capital project funding, 
the General Fund balance decreased  by $3.9 million. The current year transfer activity included: 
  

 $3,325,000 transfer out of the General Fund into the Police and Fire Construction Fund for the 
Public Safety Facility as planned for in the City budget. This transfer resulted in a reduction in 
bond requirements, facilitated through the use of prior year surplus amounts, and also increased 
the construction project budget contingency amount by $1,325,000. 

 
 $2,463,163 transfer out of the General Fund into the Capital Improvement Fund to: 

o Increase the designated Strand Improvement Reserve by $1,596,368 to the approved $4 
million level; 

o To prepay $866,795 in capitalized interest as a basis for reducing long term debt service 
payments for the Police & Fire bonds. 

o  
 $695,000 out of the General Fund to the Pension Fund to pay for the unfunded obligation 

liabilities resulting from newly awarded Police Retirement Health benefits. 
 

 $355,000 out of the General Fund to the Insurance Fund to re-establish fund working capital 
policy levels. 

 
 $150,000 out of the General Fund to the Storm Water Fund in support of fund levels required to 

maintain operations for this assessment based fund. Increasing assessment levels in this 
particular fund is needed to cover rising utility and maintenance costs but local governments are 
precluded from doing so subject to a proposition 218 vote of the people. 

 
 $33,444 out of the Underground Utility Construction Fund to the General Fund to reimburse the 

City for bond issuance costs. 
 

When evaluating available reserves, it is important to note that local governing body has defined a variety 
of financial designations which are outlined within note 7 of this financial statement. These designations 
are applied as a matter of fiscal policy and contingency planning. 
 
 
Capital Improvement Fund 
 
The Capital Improvement Fund serves to plan and manage the construction and maintenance of City 
Infrastructure. This fund is replenished through specific dedicated revenue sources as well as General 
Fund surplus which may arise from year to year. Along with its operating budget, the City adopts a five-
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year capital project plan on an annual basis in which City Council-directed priorities are set and planned 
for. The Capital Improvement Fund is one of the major funds which is covered in that City-wide plan. 
 
At the end of the current fiscal year, unreserved fund balance of the Capital Improvement Fund was $1.34 
million, while total fund balance reached $7.42 million. Only $100,000 of the unreserved balance has 
been specifically earmarked for planned infrastructure projects leaving an unreserved and undesignated 
balance of $1.24 million as indicated in Note 7 to these financial statements. Key reserves at year-end 
include: 
 

 $1.01 million for approved and uncompleted capital projects 
 $3.74 million for improvements to the Strand Walkway 
 $1.34 million for Police & Fire Bond Reserves 
 $100,000 for improvements to Artesia Boulevard 

 
During the current fiscal year, the fund balance of the City’s Capital Improvement Fund decreased by 
$1.77 million mainly due to the initiation and continuance of the City’s most significant capital projects and 
the related following transfers. These transfers mark the final chapter in a planned accumulation of 
reserves to finance the Police and Fire facility and the Strand Walkway: 
 

 A $2,463,163 transfer out of the General Fund into the Capital Improvement Fund to: 
o Increase the designated Strand Improvement Reserve by $1,596,368 to the 

approved $4.5 million level. 
o To prepay $866,795 in capitalized interest as a basis for reducing long term debt 

service payments for the Police & Fire bonds. 
 

 A $5,533,330 transfer out of the Capital Improvement Fund to the Police and Fire Facility 
Construction Fund as part of a planned and budgeted funding of accumulated project 
reserves 

 
 A $293,000 transfer out of the El Porto County Lot Fund to the Capital Improvement Fund to pay 

for the construction costs associated with the reconstruction of the El Porto parking lot. 
 
Dedicated revenues in this fund amounted to $1.1 million. These sources have been recorded in the 
Capital Project Fund and are earmarked for funding general government capital improvement projects in 
the effort to maintain and enhance City infrastructure. A breakdown of these follows: 
 

Hotel Tax: In September 1998, City Council approved an increase in the Transient Occupancy Tax 
from 8.5% to 10%. This has resulted in the generation of $359,096 of revenue for the year, an 
amount which is 10% above prior year levels marking a significant turn around after the impact of the 
September 11 terrorist strike.  
 
Parking Meter Rates: In fiscal year 2001, City Council approved an increase of on-street parking 
meter rates from $0.50 to $0.75 per hour. This has resulted in additional parking meter revenue of 
$550,718 this fiscal year. Actual revenues were ahead of budget estimates and level with the prior 
year.  
 
Parking Citation Rates: City Council approved an increase of most parking citation rates from $26 to 
$30 in fiscal year 2001. This increase resulted in parking citation revenue of $116,508 this current 
year, a decrease of 6% over the prior year.  

 
Beyond these dedicated revenues, this fund realized $1.03 million in grant funds for specific projects 
including the El Porto parking lot reconstruction. 
 
Capital Improvement Fund expenditures equaled $2.3 million which included $1.2 million for El Porto 
parking lot Improvements, $707,000 for Police & Fire debt service and bond fees, and $404,000 Strand 
Walkway improvements. The Strand Walkway project will extend into fiscal year 2005-2006 and is 
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projected to cost $4.5 million. $3.8 million in designated reserves for this project have been set aside 
within the Capital Improvement Fund in the current year. 
 
As mentioned above, $5.3 million was transferred from the Capital Improvement Fund to the City’s Safety 
and Civic Center Construction fund. This represents the final scheduled transfer of funds which was 
deposited with a third party trustee along with the remaining bond financing dollars. These funds will be 
used to fund the project scheduled for completion in FY 2005-5006. The construction contract for the new 
facility was awarded in fiscal 2003-2004 and construction began in February 2004. The total cost of this 
project is valued at $41 million. 
 
Other Governmental Funds 
 
Other non major governmental funds include several Special Revenue funds used exclusively to account 
for intergovernmental and assessment proceeds which are restricted as to use by law. This group of 
funds includes the Street Lighting Fund, Federal and State Grants Fund, Gas Tax Fund, Propositions A 
and C Funds, Asset Forfeiture Fund, Police Safety Grant Fund and the Air Quality Management Fund. 
The majority of the dollars which flow through these funds are used for the maintenance of streets, parks, 
local transportation programs and the purchase of safety and fuel efficient equipment. 
 
In 2004-2005, these funds operated within budget guidelines. Combined fund balances at year-end 
approximated $5.5 million, a decrease of $513,771 over 2004. Changes in fund balances for this group 
can be expected to fluctuate as capital projects are expended over time. 
 
Proprietary Funds 
 
The City’s proprietary funds provide the same type of information found in the government-wide financial 
statements, but in more detail. The funds presented in these financials are the Water, Storm Water, 
Wastewater, Refuse and Parking funds. Within the parking operations, both the County and State Lot 
Funds are considered nonmajor. Supporting internal service funds are also displayed. 
 
At year-end, total net assets of all proprietary funds amounted to $36.8 million, of which $14.8 million is 
unrestricted. The remaining restricted balance has been classified as such given the existence of legal 
reserve requirements for ongoing bonded capital projects, business improvement district funds and debt 
service requirements.  
 
Overall, proprietary funds displayed positive income from operations for the year with a combined total of 
$1.3 million before transfers. Net assets increased for all funds by $1.2 million including a $143,000 
transfer out to the Capital Improvement Fund from the County Lot Fund for the El Porto project.  
 
Unrestricted net assets of the internal service funds at the end of the year amounted to $2.1 million with a 
net assets total of $3.9 million. Net assets decreased by $496,057 mostly due to the dramatic rise in 
insurance costs and projected claim reserves. In FY 2004-2005, the Insurance Reserve Fund remains 
within the established working capital reserve level of $2 million but total equity, after long term liabilities, 
is recorded as a negative balance of $369,658. This is a clear indication that expenses are on the rise 
and future budget action is necessary to increase annual budget appropriation levels and departmental 
charge outs. Additionally, the City remains hopeful that State reform legislation will mitigate these costs in 
the near term. 
 
In May of 2002, parking lot meter rates were increased by $0.25 to $0.50 per hour. As a result of these 
changes, the Parking Fund experienced additional revenue of $33,000 over the prior year and $176,000 
over the base year of increase. This additional income, which has not yet realized the full operational 
potential of the Metlox development, will assist in funding the debt service related to the construction of 
downtown’s newest public parking structure and town square. 
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General Fund Budgetary Highlights 
 
The difference between the original budget and the final amended budget was an increase of $695,232 
and can be briefly summarized as follows: 
 

 $350,515 to roll forward 2003-2004 active purchase orders provided for in prior reserve balances 
and budgets. 

 $109,445 of funding for Fire Department communications equipment initiated by an award of 
FEMA grants. 

 $91,353 of funding for Homeland Security initiatives. 
 $79,930 to adjust for annual employee leave pay offs. 
 $27,000 for a Fire Station alerting system 
 $12,250 for an arts education grant pass through to the local school district. 

 
Beyond 2004 purchase order roll forwards amounts, budget adjustments amounted to less than 1% of the 
original budget including grant funded adjustments. On an overall basis within the General Fund, 
expenditures were $1.5 million less than budgetary estimates including these budget adjustments, thus 
eliminating the need to draw upon existing fund balance. Other budget adjustments included 
reclassifications from planned contingency accounts resulting in a net zero change on the overall budget. 
 

 
Capital Asset and Debt Administration 
 
Capital Assets:  The City’s investment in capital assets government wide as of June 30, 2005, amounts 
to $127,524,003 (net of accumulated depreciation). This investment in capital assets includes land, 
buildings, park improvements, roadways, sewer, storm drains, vehicles, computer equipment and 
furniture and other equipment.  
 

City of Manhattan Beach Capital Assets 
(Net of depreciation) 

 

 
 

Governmental
 Business-

Type 
   

 Activities Activities Total  Total 
 2005  2005 2005  2004 
           
Land $     33,634,566 $      1,757,434 $   35,392,000 $   35,392,000 
Buildings 2,764,404 1,305,655 4,070,059 4,193,896
Machinery and Equipment 1,432,811 309,723 1,742,534 1,965,235
Vehicles  1,753,263                   -    1,753,263    1,955,587
Infrastructure 23,828,294    17,906,589 41,734,883 41,952,933
Work In Progress 29,096,710    13,734,554 43,831,264 24,754,398

 
Total $     92,510,048 $   35,013,955

 
 $ 127,524,003 $ 110,214,049

 
During the current fiscal year, several large dollar additions to governmental capital assets were realized 
making up an overall increase of $17.3 million. These additions, most of which remain at a work-in-
progress state at year end, include the following: 
 

 $15.6 million of inception to date work in progress costs towards the construction of a new Police 
and Fire facility. Construction commenced in February 2004 with completion targeted for FY 
2005-2006. 
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 $1.2 million for improvements to the El Porto parking lot. 
 

 $1.4 million of citywide street improvement projects the bulk of which related to Aviation 
resurfacing, Artesia Boulevard improvements, signal improvements, construction of the new 13th 
Street extension, and Strand Walkway improvements.  

 
 $233,886 of vehicle and machinery purchases. 

 
During the current fiscal year, $1 million in additions to business activity assets were realized, the bulk of 
which relates to the following items: 
 

 $534,000 towards the completion of the Metlox Public Plaza. With the completion of the parking 
structure in the current year, this development is scheduled to open in December 2005. 

 
 $500,000 in Water, Storm and Wastewater system improvements mainly related the line 

replacements and valve and control upgrades. 
 
Additional information on the City’s capital assets can be found in Note 4 of this year-end financial report. 
 
Long Term Liabilities:  At the end of the current fiscal year, the City of Manhattan Beach had total debt 
outstanding of $43,550,017. Of this amount, $39,060,000 relates to outstanding Certificates of 
Participation. A breakdown of this debt is as follows:  
 

City of Manhattan Beach Outstanding Liabilities 
 

 
 

Governmental 
Business-

Type 
   

 Activities Activities Total  Total 
 2005 2005 2005  2004 
    
Marine Ave Park COPs $    8,970,000  $             - $    8,970,000 $ 9,155,000
Capital Equipment Lease                 -     62,495
Police Fire Facility COPs $    12,980,000  $             - $    12,980,000
Accrued Employee Leave and Benefits 1,814,768 63,542 1,878,310 1,799,355
Water and Wastewater COPs                    - 4,015,000 4,015,000 4,105,000
Metlox Parking COPs                    - 13,095,000 13,095,000 13,350,000
Insurance Claim Reserves 2,425,651                 - 2,425,651 1,965,188
Bond Premium 186,056                 - 186,056

Total Liabilities 
 

26,376,475
  

17,173,542
  

43,550,017
  

30,437,038 

Current  355,882 361,253 717,135 736,342

Long-Term Liabilities $   26,020,593 $  16,812,289 $  42,832,882 $  29,700,696
 
The City’s total debt increased by $13,112,979 (43%) during the current fiscal year due primarily to the 
issuance of $12,980,000 in Certificates of Participation in November 2004 for the construction of the 
Police and Fire facility. This facility is valued at $41 million and the balance, beyond bond financing, was 
funded by accumulated City cash reserves. Additionally, the amount of long term workers compensation 
insurance claim reserves continue to climb as has been the trend for several years. These increases are 
marginally offset by the natural pay down of principal on existing bonds and the payoff of the City’s capital 
lease. 
 
State statutes limit the amount of general obligation debt a governmental entity may issue to 15% of its 
total assessed valuation. The current debt limitation for the City of Manhattan Beach is $308,130,020. 
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Additional information on the City’s long-term debt can be found in table 9 of the statistical section of this 
financial report. 
 
ECONOMIC OUTLOOK 
 
The budget for fiscal year 2005-2006 was adopted by the City Council in June 2005. Major projects and 
initiatives include: 
 
Metlox Public Improvements 
Fiscal year 2002-2003 marked the commencement of the construction of a City-owned two-level 
subterranean parking structure as part of the Metlox public improvement project. Valued at $14 million, 
this parking structure is the first phase of a joint public-private development several years in the making. 
The parking lot contains 460 parking spaces and was opened for use in January 2004. The parking 
structure was completed on time and within budget. The mixed use commercial development portion of 
the project began in summer 2004 and will include retail, restaurant, office and a boutique style inn. The 
inn has commenced operations and the remainder of the development is scheduled to open December 
2005. These facilities will surround the City-owned town square to be used as public open space and for 
City-programmed activities. In the current year, the City owned public plaza improvements and are 
nearing completion. The public improvements have been funded exclusively through Parking Fund 
operations using certificates of participation of $13,350,000 originally issued in 2002-2003. 
 
Public Safety Facility 
A new state-of-the-art public safety facility has been in the works for several years. The new building will 
house both Police and Fire personnel, as well as providing additional subterranean parking for the Civic 
Center and downtown area. The total cost of construction is budgeted at $41 million. Construction began 
in February 2004 and project costs approximating $25 million have been incurred through fiscal year 
2004-2005. This project was funded through the use of existing City reserves which are being held in trust 
as of June 30, 2005. In November 2004, the City issued $12.9 million in debt in the form of fixed rate 
certificates of participation to fully fund the project beyond the amount provided by internal cash reserves. 
The project is currently within budget with occupancy expected to take place within fiscal year 2005-2006. 
 
A review of this year’s financial statements reveals the use of cash ($15 million) for construction and the 
commencement of annual debt service costs to be paid for from dedicated revenue sources in the Capital 
Improvement Fund. The use of these reserves for this project, combined with the cost of the Strand 
Walkway improvements discussed below, places limitations on the City’s ability to fund new major 
projects in future years.  
 
Strand Walkway Improvements 
The 2004-2005 Capital Improvement Plan officially appropriated $4 million for the Strand Walkway 
Improvement project and cash reserves for the full cost have been established within the Capital 
Improvement Fund. Designs have been completed and the project commenced in 2005. Construction 
bids came in within budget projections. 
 
Utility Under-Grounding 
The prior year budget included $5.15 million, including reimbursement costs, for the completion of utility 
under-grounding as approved by voter initiatives within three beachfront districts. In August 2004, the City 
administered the issuance of $3.3 million in Special Assessment District Bonds, including issuance costs, 
which will fund construction. Pre-payments of $1.5 million were collected from participating residents 
making up the remainder of the project cost. Debt service in future years will be paid through annual 
homeowner assessments collected with property tax and as such these bonds are not recorded as City 
debt. In the current year, two additional under-grounding districts were approved via neighborhood vote 
with construction valued at approximately $6 million for each district. The City is currently in the pre-
payment mode, followed by the evaluation of related construction bids in January 2006 and final bond 
issuance. As we look into future years, several other such under-grounding districts are anticipated to be 
formed. 
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Other capital improvements for fiscal year 2005-2006 include $1.4 million in street improvements,  
$850,000 in Water, Wastewater and Storm Water line improvements, and $370,000 in North End 
Business Improvement District improvements. As we start the budget process in early 2006 the City 
Council will be addressing citywide infrastructure improvements in need of attention. 
 
ECONOMIC FACTORS 
 
While the California economy has good growth over the past year and the legislative threats have 
seemed to subside, we are still cognizant of a number of economic and fiscal concerns that cause us to 
remain cautious and focused on proactive planning. Our tradition of conservative budgeting, cost control 
and planned infrastructure funding continues to serve us well as we develop our financial plan in these 
challenging times.  
 
Our major General Fund revenue sources remain stable. Property Tax, which is our single biggest 
source, experienced growth of 9% this past year, keeping pace with the double digit growth we have 
noted in each of the past few years. While such rates of growth are not expected to continue, we are 
confident that the housing market will remain vibrant. Sales Tax remained at prior year levels, but we 
remain hopeful to experience a rebound in this area as we look forward to the opening of the Metlox 
development and realize the benefits of the newly renovated Manhattan Village Mall. Transient 
Occupancy Tax, which suffered greatly from the effects of September 11, came in a very strong 12% 
increase from the lows of the past two years bringing us back to 2001 levels. All in all our largest revenue 
streams appear to be doing well. 

In November 2004, the voters overwhelmingly approved Proposition 1A which added some protection for 
local government revenues from future state take backs. In the short term, the City will experience a 
$700,000 loss of diverted state funding (ERAF III) in both FY2005 and FY2006. On a lighter note, we are 
pleased to report that the State made an early payment of 2003 VLF gap-loan ($650,000) in the FY 2006. 
This year, the state diverted one fourth of our sales tax revenues, replacing it dollar-for-dollar with 
property tax. While this appears to be revenue neutral, the conversion of sales tax to property tax has 
changed our cash flow stream since property tax is received twice a year, while sales tax is remitted 
monthly. While Proposition 1A has added some protection to our revenues, we remain cautious about the 
impact of the state’s budgetary problems on our community and the services we provide.  

Whereas interest earnings have benefited from increased reserve levels and lucrative yield rates in the 
past, historically low interest rates and the use of significant levels of Police and Fire reserves have 
resulted in a significant decline for this revenue source. Considering rate reductions and the use of $25 
million in Police and Fire construction reserves, interest earnings are expected to decline by over 
$800,000. We expect further declines as Police and Fire reserves are fully expended in fiscal year 2005-
2006. Clearly, current year levels will not be reproduced in the foreseeable future. 

On the expense side of the equation, we have fully quantified and calculated the severe impact of 
increasing pension retirement rates and resulting costs. This represents an escalating cost which must be 
controlled in the future if we are to meet our long-term financial plans. Rising medical and worker 
compensation insurance costs remain a concern as indicated by the fund performance within this report.  
City forecasts predict an increase of annual operating costs approximating $2-3 million beyond FY2004-
2005 with PERS costs alone increasing by $1.1 million in FY2005-2006. Clearly cost control plays a 
critical role in balancing the fiscal equation considering the relatively lower rate of revenue anticipated in 
the near term.   
 
Our budget projections looking forward assume that other operational expense patterns will remain in line 
with normal historical trends. 
 
Requests for Information 
This financial report is designed to provide a general overview of the financial position of the City of 
Manhattan Beach for all those with an interest in the government’s finances. Questions concerning any of 
the information provided in this report or requests for additional financial information should be addressed 
to the Finance Department, 1400 Highland Avenue, Manhattan Beach, CA 90266. 























































































































































































TABLE 1

  Year Ended General Public Public Works Parks and 
   June 30, Government Safety and Services Recreation Capital Outlay Total

1996 5,335,048 12,091,820 3,454,727 2,177,520 3,061,490 26,120,605

1997 5,458,998 12,749,074 3,374,134 2,414,347 979,945 24,976,498

1998 5,385,146 13,079,784 3,978,931 2,291,957 6,937,115 31,672,933

1999 5,390,051 14,427,189 4,270,985 2,848,672 3,149,102 30,085,999

2000 5,629,579 14,744,184 4,518,550 2,687,306 8,989,370 36,568,989

2001 6,112,802 16,370,442 4,458,722 3,086,968 5,949,461 35,978,395

2002 6,453,362 16,974,210 4,891,118 5,057,722 (1) 2,045,689 35,422,100

2003 6,476,423 18,109,465 5,107,008 4,111,541 4,749,299 38,553,736

2004 6,636,125 19,709,804 5,297,262 4,256,305 7,751,990 43,651,486

2005 7,120,760 23,105,442 9,303,462 (2) 4,931,553 18,382,797 (3) 62,844,009

Source:  City of Manhattan Beach Finance Department
Notes  : (1)  Includes debt service resulting from the Marine Sports Fields refinancing

(2) Includes impact of Underground Financing District costs
(3) Includes Police and Fire Facility, and Strand construction costs
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TABLE 2

Licenses
Year Ended and Fines and Use of Money

June 30, Property Tax Other Taxes Permits Forfeitures and Property

1996 5,594,154 9,703,378 1,434,886 882,738 2,787,346

1997 5,702,789 9,924,623 1,545,191 1,304,599 2,890,790

1998 6,169,976 10,876,845 1,445,771 1,147,742 2,910,914

1999 6,593,181 11,597,556 1,538,607 1,512,428 3,173,943

2000 7,399,040 13,135,692 1,320,358 1,716,625 2,845,216

2001 8,204,761 14,029,437 1,394,038 2,044,684 4,937,608

2002 9,092,325 13,004,340 1,447,841 1,890,321 3,898,959

2003 10,021,646 13,176,563 1,563,170 2,041,805 3,102,780

2004 11,090,838 13,895,757 1,643,682 2,294,532 2,422,849

2005 11,652,108 15,255,030 1,560,346 1,910,757 2,832,778

           CITY OF MANHATTAN BEACH
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TABLE 2

Charges
From Other For Current City

Governments Services Charges Other Total

3,709,201 1,156,441 449,701 77,674 25,795,519

3,407,050 1,139,760 495,933 147,237 26,557,972

3,320,954 2,381,296 1,232,250 (1) 1,628,547 31,114,294

4,523,902 3,052,775 1,327,447 514,996 33,834,835

4,933,577 2,957,663 1,343,333 7,744,489 43,395,993

5,219,620 3,379,607 1,344,827 414,385 40,968,967

4,248,036 3,815,715 1,437,770 1,904,991 40,740,298

4,834,162 4,034,520 2,126,008 645,539 41,546,194

3,756,180 4,330,696 2,150,579 2,687,471 44,272,582

4,623,276 4,639,781 2,579,133 4,078,478 (2) 49,131,687

Note: (1)  Beginning in FY 1997-1998, labor costs are allocated from the General Fund to other 
funds and recorded as City Charge revenues.  In prior years, salary & benefits were charged 
directly to the funds and have been restated to facilitate consistent presentation of this data.
Note: (2)  Includes Underground Assesment District contributions starting in 2003-2004
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TABLE 3

Year Ended Transient
June 30, Sales and Use (A) Franchise Occupancy

1996 5,463,656 516,451 1,688,031

1997 5,616,474 492,865 1,710,720

1998 6,358,698 477,780 1,763,361

1999 6,314,366 533,944 2,053,764

2000 7,272,728 626,769 2,150,568

2001 7,526,381 688,304 2,298,211

2002 7,215,913 882,273 1,780,926

2003 7,202,620 904,080 1,735,713

2004 7,550,378 929,251 1,858,919

2005 7,581,885 903,490 2,090,230

 CITY OF MANHATTAN BEACH

GENERAL FUND TAX COLLECTIONS OTHER THAN PROPERTY TAX
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TABLE 3

Real Estate Business
Cigarette Transfer License Admissions Total

N.A. 190,217 1,275,334 44,728 9,178,417

N.A. 248,379 1,355,209 51,134 9,474,781

N.A. 371,491 1,444,415 54,771 10,470,516

N.A. 366,201 1,682,971 64,539 11,015,785

N.A. 410,726 1,781,098 73,024 12,314,913

N.A. 537,363 1,836,941 74,061 12,961,261

N.A. 467,499 1,876,833 78,815 12,302,259

N.A. 546,129 2,017,534 85,827 12,491,903

N.A. 721,502 2,134,588 140 (B) 13,194,778

N.A. 688,616 2,285,524 0 13,549,745

Notes:
(A) Includes PSAF Sales Tax

(B)  Reflects cancellation of Country Club Tennis events in 2003-2004

Source:  City of Manhattan Beach Finance Department
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TABLE 4

   Assessed value
Annual

Secured Unsecured Total Assessed Change In
Year Ended Property Property Value Assessed Value

June 30, Net Net Net Secured - %

1996 4,016,564,946 169,274,513 4,185,839,459 -0.84

1997 4,094,132,575 147,257,201 4,241,389,776 1.33

1998 4,236,014,452 197,492,347 4,433,506,799 4.53

1999 4,528,275,364 201,355,890 4,729,631,254 6.68

2000 5,074,196,996 210,414,851 5,284,611,847 11.73

2001 5,579,448,374 226,898,450 5,806,346,824 9.87

2002 6,091,583,430 273,591,528 6,365,174,958 9.62

2003 6,645,597,917 277,743,519 6,923,341,436 8.77

2004 7,268,382,227 286,052,779 7,554,435,006 9.12

2005 7,926,523,791 290,276,732 8,216,800,523 8.77

Source:   Los Angeles County Assessor

                   ASSESSED VALUE OF TAXABLE PROPERTY
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TABLE 5

Metropolitan Flood 
Year Ended Los Angeles School Water Control General

June 30, County Districts  District District Levy Total

1996 0.0018          - 0.0089 0.0010 1.0000 1.0117

1997 0.0016          - 0.0089 0.0020 1.0000 1.0125

1998 0.0016 0.0333 0.0089 0.0020 1.0000 1.0458

1999 0.0015 0.0269 0.0089 0.0020 1.0000 1.0393

2000 0.0014 0.0270 0.0089 0.0018 1.0000 1.0391

2001 0.0013 0.0264 0.0088 0.0016 1.0000 1.0381

2002 0.0011 0.0403 0.0077 0.0011 1.0000 1.0502

2003 0.0010 0.0433 0.0067 0.0009 1.0000 1.0519

2004 0.0010 0.0403 0.0061 0.0005 1.0000 1.0479

2005 0.0009 0.0395 0.0058 0.0002 1.0000 1.0465

Source:  Los Angeles County Assessor
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TABLE 6

Prior Year
Year Ended Total Tax % of Levy Deliquent Tax

June 30, Tax Levy Collections Collected Collections (1)

1996 5,801,331 5,314,019 91.6 N/A

1997 5,876,905 5,501,659 93.6 201,130

1998 6,150,247 5,829,298 94.8 340,678

1999 6,589,987 6,371,225 96.7 221,956

2000 7,388,426 7,075,476 95.8 323,564

2001 8,160,264 7,962,043 97.6 242,718

2002 8,974,491 8,677,306 96.7 415,019

2003 9,795,290 9,503,645 97.0 518,001

2004 10,713,583 10,335,067 96.5 888,919

2005 11,677,784 11,336,153 (2) 97.1 990,146

Source:  Los Angeles County Assessor
Notes:     (1)  Includes interest and penalties
               (2)  Excludes impact of ERAF III shift of $674,191

CITY OF MANHATTAN BEACH
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TABLE 6

Total Ratio of Outstanding Ratio of
Tax Total Tax Delinquent Deliquent Tax

Collections To Levy Taxes To Levy

N/A N/A N/A N/A

5,702,789 97.04% 566,061 9.63%

6,169,976 100.32% 320,949 5.22%

6,593,181 100.05% 343,066 5.21%

7,399,040 100.14% 167,819 2.27%

8,204,761 100.55% 183,678 2.25%

9,092,325 101.31% 221,832 2.47%

10,021,646 102.31% 291,642 2.98%

11,223,986 104.76% 378,516 3.53%

12,326,299 105.55% 341,632 2.93%

Unaudited

   CITY OF MANHATTAN BEACH

   PROPERTY TAX LEVIES AND COLLECTIONS

CURRENT YEAR SECURED AND UNSECURED

Last Ten Fiscal Years



TABLE 7

Percent of
Business Assessed  Assessed

Taxpayer Category Value Value

Northrop Grumman Aerospace 207,312,658 2.52%

MB Studios LLC Film Studios 137,691,009 1.68%

Rreef America Reit Corporation Office Building 110,509,569 1.34%

HSOV Manhattan Towers Office Building 65,033,930 0.79%

Parstem Realty Company Inc. Industrial Buildings 59,062,019 0.72%

TRW Inc. Aerospace Manufacturer 58,990,179 0.72%

Host Marriott Corporation Hotel 35,280,000 0.43%

Skechers USA Inc. Retail 27,914,291 0.34%

St Paul Properties Inc. Shopping Center 27,022,229 0.33%

Sun Manhattan LLC Office Building 26,614,101 0.32%

Principal Taxpayer Totals 755,429,985 9.19%

All Other Taxpayers 7,461,370,538 90.81%

City Total 8,216,800,523 100.00%
.

Source:  Los Angeles County Assessor

Unaudited

 PRINCIPAL PROPERTY TAXPAYERS

June 30, 2005

CITY OF MANHATTAN BEACH



TABLE 8

Percentage Amount
Applicable To Applicable To

Gross Debt Manhattan Beach Manhattan Beach
DIRECT DEBT:

Manhattan Beach Unified School District 65,003,888 100.000% 65,003,888

       TOTAL DIRECT DEBT $65,003,888 $65,003,888

GROSS OVERLAPPING DEBT:

Los Angeles County Detention Facilities $16,205,000 1.2198% $197,667

Los Angeles County Flood Control District 1,990,000 1.2373% $24,622

Flood Control Ref Bonds 275,000 1.2375% $3,403

Metropolitan Water District 419,390,000

West Basin Area 1111 1.1690% 4,902,732

El Camino Com Col Dis 2002 Ser 2003ADS 56,580,000 14.8347% 8,393,493

TOTAL GROSS OVERLAPPING DEBT $494,440,000 $13,521,917

TOTAL DIRECT AND OVERLAPPING DEBT $559,443,888 $78,525,805

Sources:  Los Angeles County Assessor
This report reflects general obligation debt which is being repaid through voter-approved indebtedness. It excludes revenue,
mortgage revenue, tax allocation bonds, interim financing obligations, non-bonded capital lease obligations, and certificates  
of participation.

Unaudited
June 30, 2005

DIRECT AND OVERLAPPING DEBT

CITY OF MANHATTAN BEACH



TABLE 9

Total Ratio of Bonded
General Bonded Debt Debt

Fiscal  Estimated Total Legal Debt Bonded Legal to Assessed Per   
Year  Population Assessed Value Limit 3.75% Debt Debt Margin    Value Capita

1996 33,904 4,185,839,459 156,968,980 - 156,968,980 - -

1997 34,514 4,241,389,776 159,052,117 - 159,052,117 - -

1998 34,898 4,433,506,799 166,256,505 - 166,256,505 - -

1999 35,355 4,729,631,254 177,361,172 - 177,361,172 - -

2000 36,124 5,284,611,847 198,172,944 - 198,172,944 - -

2001 34,898 5,806,346,824 217,738,006 - 217,738,006 - -

2002 35,881 6,365,174,958 238,694,061 - 238,694,061 - -

2003 35,285 6,923,341,436 259,625,304 - 259,625,304 - -

2004 35,881 7,554,435,006 283,291,313 - 283,291,313 - -

2005 36,321 8,216,800,523 308,130,020 - 308,130,020 - -

Source:   Los Angeles County Assessor

Unaudited

COMPUTATION OF LEGAL DEBT MARGIN, DEBT LIMIT, AND RATIO OF

CITY OF MANHATTAN BEACH

GENERAL BONDED DEBT TO ASSESSED VALUE AND PER CAPITA

Last Ten Fiscal Years



TABLE 10
CITY OF MANHATTAN BEACH

Fiscal
Year Principal Interest Total

2006 95,000         225,800                       320,800         
2007 100,000       220,595                       320,595         
2008 105,000       215,086                       320,086         
2009 110,000       209,308                       319,308         
2010 115,000       203,261                       318,261         
2011 120,000       196,930                       316,930         
2012 130,000       190,034                       320,034         
2013 135,000       182,581                       317,581         
2014 145,000       174,707                       319,707         
2015 155,000       166,267                       321,267         
2016 165,000       157,268                       322,268         
2017 175,000       147,596                       322,596         
2018 185,000       137,246                       322,246         
2019 195,000       126,322                       321,322         
2020 210,000       114,677                       324,677         
2021 220,000       102,315                       322,315         
2022 235,000       89,175                         324,175         
2023 250,000       75,110                         325,110         
2024 265,000       60,175                         325,175         
2025 285,000       44,225                         329,225         
2026 300,000       27,260                         327,260         
2027 320,000       9,280                           329,280         

Total 4,015,000    3,075,218                  7,090,218    

Water & Wastewater Improvement Projects

DEBT SERVICE REQUIREMENTS TO MATURITY

June 30, 2005
Unaudited



TABLE 10
CITY OF MANHATTAN BEACH

Fiscal
Year Principal Interest Total

2006 190,000           361,364        551,364           
2007 200,000           353,287        553,287           
2008 205,000           345,542        550,542           
2009 210,000           335,975        545,975           
2010 220,000           327,555        547,555           
2011 230,000           318,255        548,255           
2012 235,000           309,226        544,226           
2013 245,000           298,384        543,384           
2014 255,000           288,484        543,484           
2015 265,000           277,758        542,758           
2016 270,000           267,231        537,231           
2017 280,000           255,094        535,094           
2018 290,000           243,709        533,709           
2019 305,000           231,389        536,389           
2020 315,000           218,984        533,984           
2021 325,000           205,164        530,164           
2022 335,000           191,873        526,873           
2023 350,000           177,720        527,720           
2024 360,000           163,387        523,387           
2025 375,000           147,741        522,741           
2026 385,000           132,331        517,331           
2027 400,000           116,140        516,140           
2028 415,000           99,495          514,495           
2029 430,000           81,808          511,808           
2030 445,000           63,898          508,898           
2031 460,000           45,260          505,260           
2032 480,000           25,880          505,880           
2033 495,000           5,774            500,774           

Total 8,970,000        5,888,708   14,858,708    

Marine Sports Field Capital Lease Refinancing

DEBT SERVICE REQUIREMENTS TO MATURITY

June 30, 2005
Unaudited



TABLE 10
CITY OF MANHATTAN BEACH

Fiscal
Year Principal Interest Total

2006 260,000           592,771           852,771           
2007 265,000           587,571           852,571           
2008 270,000           581,609           851,609           
2009 280,000           574,184           854,184           
2010 285,000           565,784           850,784           
2011 300,000           555,809           855,809           
2012 310,000           544,559           854,559           
2013 325,000           532,159           857,159           
2014 335,000           519,159           854,159           
2015 350,000           505,759           855,759           
2016 365,000           491,759           856,759           
2017 380,000           476,246           856,246           
2018 400,000           459,621           859,621           
2019 415,000           441,621           856,621           
2020 435,000           422,531           857,531           
2021 455,000           402,413           857,413           
2022 480,000           380,800           860,800           
2023 500,000           358,000           858,000           
2024 530,000           334,250           864,250           
2025 555,000           307,750           862,750           
2026 585,000           280,000           865,000           
2027 615,000           250,750           865,750           
2028 645,000           220,000           865,000           
2029 680,000           187,750           867,750           
2030 710,000           153,750           863,750           
2031 750,000           118,250           868,250           
2032 785,000           80,750             865,750           
2033 830,000           41,500             871,500           

Total 13,095,000      10,967,105    24,062,105    

Metlox Parking Facility COPs, Series 2002

DEBT SERVICE REQUIREMENTS TO MATURITY

June 30, 2005
Unaudited



TABLE 10
CITY OF MANHATTAN BEACH

Fiscal
Year Principal Interest Total

2006 -                      861,750              861,750               
2007 240,000           287,250              527,250               
2008 245,000           569,700              814,700               
2009 250,000           564,188              814,188               
2010 255,000           557,938              812,938               
2011 265,000           550,288              815,288               
2012 275,000           541,675              816,675               
2013 285,000           532,050              817,050               
2014 295,000           522,075              817,075               
2015 305,000           511,381              816,381               
2016 315,000           499,944              814,944               
2017 325,000           487,344              812,344               
2018 340,000           474,344              814,344               
2019 355,000           460,744              815,744               
2020 370,000           446,544              816,544               
2021 385,000           431,281              816,281               
2022 400,000           414,919              814,919               
2023 415,000           397,919              812,919               
2024 435,000           380,281              815,281               
2025 455,000           361,250              816,250               
2026 475,000           338,500              813,500               
2027 500,000           314,750              814,750               
2028 525,000           289,750              814,750               
2029 550,000           263,500              813,500               
2030 580,000           236,000              816,000               
2031 610,000           207,000              817,000               
2032 640,000           176,500              816,500               
2033 670,000           144,500              814,500               
2034 705,000           111,000              816,000               
2035 740,000           75,750                815,750               
2036 775,000           38,750                813,750               

Total 12,980,000      12,048,863       25,028,863         

Police and Fire Facility

DEBT SERVICE REQUIREMENTS TO MATURITY

June 30, 2005
Unaudited



  TABLE 11

Date of Incorporation December 12, 1912 Parks and Recreation
      Acres of recreational beach area 40

Form of Government General Law   Acres of developed major parks 52
Council/Manager   Acres Manhattan Beach Parkway 22

  Acres Golf Course 20
Population 33,852   Community Centers 3

Area in Square Miles 3.87

Streets and Alleys
  Miles of paved streets 120 Business Licenses
  Miles of paved alleys 12   Services 1,723
  Street lights 2,537   Contractors & Subcontractors 1,203

  Home occupancy sales and services 615
Sewers   Retail 408
  Miles of sewers 110   Professionals 404
  Miles of storm drains 18   Apartment houses 331

  Commercial Property rental 171
Fire protection   Miscellaneous 182
  Stations 2
  Sworn positions 30 5,037

Police protection Authorized positions
  Station 1   Classified:
  Sworn positions 61     Elected Officials 6

    Full-time service 266
Education     Part-time service (FTE) 50
Public Elementary Schools 5     Exempt service 56
Private Elementary Schools 5
Public Secondary Schools 2 Total positions 378

Sources:  City of Manhattan Beach Finance 

June 30, 2005

MISCELLANEOUS STATISTICAL DATA

CITY OF MANHATTAN BEACH

Unaudited



TABLE 12

Year Ended
June 30, Lot 1 Lot 2 Lot 3 Lot 4 Lot 5 Lot 6 Lot 7

1996 14,307 26,174 64,078 31,691 11,241 16,985 3,153

1997 15,443 29,841 67,748 36,638 13,413 17,865 3,696

1998 15,069 29,391 74,122 38,198 15,177 18,026 4,044

1999 17,087 26,458 76,352 36,708 12,217 16,667 4,358

2000 16,115 24,005 68,187 45,900 13,633 16,497 4,261

2001 17,928 29,071 81,644 45,211 13,590 17,846 5,667

2002 17,970 30,120 84,352 47,291 13,832 18,676 6,305

2003 26,241 47,853 137,919 78,593 22,363 27,966 9,213

2004 29,375 54,960 142,242 76,097 16,815 34,251 10,662

2005 28,207 53,214 147,059 72,756 0 (G) 34,023 9,249

This schedule does not reflect revenues from the lease of city operated parking spaces.
It is specific to parking meter collections only.

(A) Parking meters in the lower Pier Parking Lots were replaced with automated dispensers 
       in FY 1996-1997.

(B) Street parking meter rates were increased from $.25 to $.50 per hour in FY 1998-1999.

(C) Street parking meter rates were increased from $.50 to $.75 per hour in FY 2000-2001
Source:  City of Manhattan Beach Finance Department

(D) Parking dispenser in the Lower Pier Parking Lots were replaced with meters February, 2002.

(E) Lot parking meter rates were increased from $.25 to $.50 per hour effective May, 2002.

(F) Pier Lot Dispensers were removed effective March, 2002.

(G) Lot 5 was closed effective July 2004.

Unaudited

CITY OF MANHATTAN BEACH

PARKING METER REVENUES

Last Ten Fiscal Years
June 30, 2005



TABLE 12

Pier Lot Pier Lot 26th El
Lot M Meters Dispensers Street Lot Porto Lot Streets Total

_ 211,202 _ 52,037 207,465 329,510 967,843

_ 162,133 90,995 (A) 56,134 222,695 362,362 1,078,963

_ 160,951 102,429 46,905 228,118 364,653 1,097,083

21,132 149,058 105,436 50,870 237,821 579,596 (B) 1,333,760

23,689 157,566 113,413 52,240 286,577 597,328 1,419,411

48,072 160,980 109,300 35,989 281,628 656,631 (C) 1,503,557

41,733 203,696 61,514 51,518 291,083 804,045 (D,E) 1,672,135

34,350 293,135      0 (F) 65,327 308,455 817,506 1,868,921

37,202 320,817 0 71,856 345,149 835,430 1,974,856

82,755 324,754 0 74,227 299,505 834,951 1,960,700

June 30, 2005

CITY OF MANHATTAN BEACH

PARKING METER REVENUES

Last Ten Fiscal Years

Unaudited



Table 13

TYPE OF COVERAGE POLICY NUMBER FROM

Liability
     Self-Insured -  07/01/04

Excess Liability
   Independent Cities Risk Management
      ICRMA (Pool) ICAPL 1014  07/01/04
Insurance Co. of State of PA 4704-1834  07/01/04
Lexington 6500590  07/01/04

Building & Property
   Lexington-Primary 8753235 ($25Mil)  07/01/04
   Other carriers     TBD ($135,000 Mil)

Workers' Comp.
   Self-Insured -  07/01/04

Excess Workers' Comp.
ICRMA (Pool) ICRMA2004-1WC  07/01/04
California State Association of Counties CPEIA-04-EWC-28  07/01/04
(CSAC Excess Insurance Authority)

Public Officials,
Faithful Performance
& Fidelity Bonds
   Hartford 72BPEAG8698  12/12/04

Source: City of Manhattan Beach Human Resources Department

CITY OF MANHATTAN BEACH

SCHEDULE OF INSURANCE IN FORCE

June 30, 2005
(Unaudited)



Table 13

TO LIMITS OF COVERAGE ANNUAL PREMIUM

07/01/05  $500,000 per occurrence -

 07/01/05 $1,500,000 excess of $500,000
 07/01/05 $8,000,000 excess of $2,000,000 283,064
 07/01/05 $10,000,000 excess of $10,000,000

 07/01/05 $160,000,000 shared proportionally -
earthquake and flood 196,778

07/01/05 $750,000 per occurrence -

 07/01/05 $1,000,000 155,904
 07/01/05 $99,000,000 excess of $1,000,000

 12/12/05 $500,000 each employee 1,749

CITY OF MANHATTAN BEACH

SCHEDULE OF INSURANCE IN FORCE

June 30, 2005
(Unaudited)



 TABLE 14

                   Construction Values

  Residential   Commercial

Year ended No. of No. of Bank Deposits
June 30, Permits Valuation Permits Valuation ( In Thousands)

1996 881 35,794,602 137 11,740,661 825,913

1997 949 40,037,425 151 8,948,780 847,364

1998 1,340 63,633,640 186 39,450,678 908,050

1999 1,343 67,825,265 169 54,668,695 993,978

2000 1,239 65,943,978 154 7,200,221 857,696

2001 1,432 82,222,320 128 14,296,840 936,484

2002 1,217 68,645,537 147 8,401,778 1,105,733

2003 1,364 79,160,539 166 8,171,475 1,232,553

2004 1,448 88,135,971 93 18,566,460 1,451,632

2005 1,288 75,991,664 131 14,884,520 N/A

Sources:  Construction values - City of Manhattan Beach Community Development Department 
                    Bank deposits - The Findley Reports

Last Ten Fiscal Years

CONSTRUCTION VALUES AND BANK DEPOSITS

CITY OF MANHATTAN BEACH

Unaudited



TABLE 15

Percent
Change

Year Ended Elementary Mira Costa from
June 30, Schools High School Total Prior year

1996 3,295 1,975 5,270 6.42%

1997 3,425 2,052 5,477 3.93%

1998 3,641 2,198 5,839 6.61%

1999 3,729 2,122 5,851 0.21%

2000 3,748 2,094 5,842 -0.15%

2001 3,917 2,246 6,163 5.49%

2002 4,015 2,435 6,450 4.66%

2003 4,046 2,388 6,434 -0.25%

2004 4,027 2,327 6,354 -1.24%

2005 3,906 2,354 6,260 -1.48%

Source:   Manhattan Beach City School District 

Last Ten Fiscal Years
Unaudited

TABLE OF SCHOOL ENROLLMENT

     CITY OF MANHATTAN BEACH



TABLE 16

Population distribution by ethnic group: Household type:
           

Number of Number of
persons Percent households   Percent

White 30,124 89% Family:
Asian 2,043 6%     Married couple 7,206 50%
Black 208 1%     Female head 846 6%
Native American 70 0%     Male head 340 2%
Other 1,407 4% Nonfamily 6,082 42%

33,852 100% 14,474 100%

Population distribution by age group: Population distribution by gender:

Number of Number of
persons Percent persons Percent

Under 5 years 2,197 6% Male 17,052 50%
5-14 4,388 13% Female 16,800 50%
15-24 2,344 7%
25-44 12,694 37% 33,852 100%
45-59 7,404 22%
60-64 1,299 4%
65 and over 3,526 10%

33,852 100%

Source:   Percentage and number of households - 2000 U.S. Census

    CITY OF MANHATTAN BEACH

DEMOGRAPHIC STATISTICAL DATA

June 30, 2005

Unaudited
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