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SUBJECT: APPROVE AND ADOPT THE CITY OF LOS ANGELES HARBOR
DEPARTMENT UPDATED FINANCIAL POLICIES

the word “minimum” is inserted before the required reserve amount for the
Emergency/ACTA Fund.

The proposed update clarifies the Financial Reserve Policy by defining the methodology
used to establish the total combined minimum reserve. The process uses the average
five years of operating expenses comprising of the Harbor Department’s audited, actual
operating expenses for the four most recent fiscal years and the adopted budget
immediately following the last fiscal year for which audited data is available. Using such
a methodology, the current required combined minimum reserve would be $217 million
(inclusive of $47 million in the Emergency/ACTA Fund). This recalculated reserve is
approximately $29 million lower than the current balance in the two accounts. As of
May 31, 2013, there was $199 million in the Special Operating Fund and $47 million in
the Emergency/ACTA Fund representing a total of $246 million in reserve. The reasons
for the decline in the combined reserve results primarily from the lower levels of
operating expenses over the course of the past four years, as the Harbor Department
controlled its expenditures and the costs associated with the clean truck program
diminished. Any transfers of funds that would reduce the amounts below the $47 million
Emergency/ACTA minimum or the combined $217 million minimum require the approval
of the Board.

There are no other significant changes.

Transmittal 1 contains the Financial Policies with the proposed changes highlighted.
Transmittal 2 is the proposed final version of the Financial Policies document.

ENVIRONMENTAL ASSESSMENT:

The proposed action is approval and adoption of updates to the Harbor Department's
Financial Policies. As an administrative activity, the Director of Environmental
Management has determined that the proposed action is exempt from the requirements
of the California Environmental Quality Act (CEQA) in accordance with Article I, Section
2(f) of the Los Angeles City CEQA Guidelines.

ECONOMIC BENEFITS:

Approval of the proposed updates will have no employment impact.

FINANCIAL IMPACT:

If approved, there is no immediate impact to the financial condition of the Harbor
Department; however, the policies as proposed will provide clear direction and
performance targets relative to maintaining a steady and strong financial position. Such






