CITY OF ;,';‘g-‘m;-‘,!;

FORT LAUDERDALE

~ CITY AUDITOR'S OFFICE

Memorandum
Memo No: 25/26-6
Date:  August 18, 2026
To: Honorable Mayor and Commissioners

From: Patrick Reilly, CPA Y2
City Auditor

Re: Review of the Proposed Budget for Fiscal Year 2026/2027

The City Auditor’s Office (CAO) has performed a review of the FY 2026/2027 Proposed
Budget. The budget is compiled by the City Manager, pursuant to Section 4.09 of the City
Charter. Our evaluation consisted of staff inquiries, analytical procedures, review of
documentation provided by management, and limited testing of the evidence provided to
substantiate staff’s assertions.

CONCLUSION
As per the line-item review of the budget for FY 2026/2027, the CAO concludes that the
proposed budget of the primary government represents a balanced budget as presented.

In addition, the priorities established in the City Commission Priorities all show funding
allocations in the coming year and the proposed millage is in compliance with Florida
Statutes.

The “Areas of Concern” section, noted below, which is not all inclusive, but currently
represents areas the CAO deemed important enough to be brought to the attention of the
Commission. These concerns are related to on-going events and may impact the budget and
City resources going forward.

Objectives
The primary focus of our review was to ensure that the budget is balanced, revenue and expenditure

estimates are not overestimated or underestimated, respectively, are reasonable and materially
correct, and that the proposed millage is in compliance with Florida Statutes. We did not attempt
to identify operational areas where additional cost savings might be achieved; however, the CAO
was involved in meetings as they pertained to forecasting revenues and expenses.
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Scope
We analyzed the City Manager’s Proposed Budget for FY 2026/2027 as presented to the City

Commission. The documents reviewed included the Budget Message, Executive Summary
including supporting tables and schedules, as well as revenue and expenditure detail reports from
the City’s software system. The CAO further examined items of interest identified by the City
Commission and Budget Advisory Board (BAB) and considered other issues that may impact the
City and the City’s obligations.

The CAO would like to recognize that the Budget office has continued its constructive dialogue
with the BAB and that Revenue Estimating Committee discussions were had, in which all
departments had an opportunity to discuss their respective budgets and potential changes for the
upcoming year.

As in the past several years, the CAO currently considers the review of the Budget, and the Budget
Department’s work compiling the Budget, to be a low-risk engagement due to the following
criteria; however, concerns do remain as noted below in “Areas of Concern™:

e The CAO budget review is performed every year.

e Communication between Management, the BAB, the CAO, and the City Commission are
ongoing and frequent throughout the year.

o The Budget Office has had continuity of senior staff within the department.

e No material errors were noted in previous reviews.

Methodology
The CAO performed various analytical procedures, reviewed budget support worksheets and made

inquiries of the Budget Office as needed. Additionally, the CAO compared the line-item detail
from the Proposed Budget to the projections of expenditures through 9/30/26. Furthermore, the
CAO analyzed trends and variances of the three prior fiscal years’ budget vs. actual to gain a
historical perspective to identify opportunities to improve the accuracy of revenue and expenditure
estimates.

Finally, as part of our review, the CAO attended all Budget meetings, and any relevant meetings
as they related to the development of the new Budget. This participation provided further insight
into potential future operating conditions and budget requests. By coordinating with staff during
the preparation of the budget, rather than after its presentation to the City Commission, the CAO
continues to implement a continuous audit approach. This results in a deeper understanding of the
departmental budget requests and service level enhancements.

Areas of Concern

Overtime
e The CAO continues to note a significant amount of City funds allocated to
overtime. Based on current operating practices, actual overtime expenditure
consistently exceeds the amounts included in the proposed budget. Citywide
overtime totaled approximately $19.4 million in FY 2025, excluding the associated
7.65% FICA cost, (EFICA). Based on actual expenditures through June 18, 2026,
the CAO projects FY 2026 overtime expenditures of approximately $21.3 million,
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EFICA. However, the FY 2027 Proposed Budget includes only $19.8 million for
overtime, EFICA, which is approximately $1.5 million below the FY 2026
projected amount and approximately $4.4 million below the CAO’s FY 2027
projection of $24.2 million, EFICA.

Police Department overtime remains the primary contributor to the projected
budget shortfall. Police overtime totaled approximately $12.7 million in FY 2025,
EFICA, and is projected to reach approximately $13.0 million in FY 2026, EFICA.
However, the FY 2027 Proposed Budget includes approximately $11.6 million,
EFICA or $3.1 million below the CAO’s FY 2027 projection of $14.7 million,
EFICA.

Under current operating practices, the total FY 2027 overtime cost, including the
associated 7.65% FICA cost, is projected to be approximately $26.0 million.
Accordingly, the overtime amounts included in the FY 2027 Proposed Budget do
not appear to reflect anticipated expenditures and may require continued reliance
on salary savings from funded vacancies or other available appropriations to cover
overtime costs. Based on historical trends, these overtime amounts will most likely
remain underfunded under current operating practices.

See Exhibit 1, Police Department Overtime Overview.

See Exhibit 2, Overtime Expenses by Department, which includes actual
expenditures from FY 2020 through FY 2025, the Office of Management and
Budget’s FY 2026 actual expenditures through June 18, 2026, EFICA, and the
CAOQO’s projected FY 2026 year-end estimate, and projected FY 2027 overtime with
and without the associated 7.65% FICA cost.

Capital Improvement Plan (CIP)

Regarding all construction projects in the CIP, it should be noted that the delay in
starting projects and in completing projects will also have an impact on the cost of
materials and labor as the City proceeds with current and new projects. The
potential increase is difficult to quantify; however, it should be strongly considered
as a high likelihood of occurring. Hence, if current projects are delayed or there is
a delay in new projects starting, this could potentially have a significant impact on
City resources. Moreover, excessive change orders have exacerbated the time to
complete projects as well as the overall cost. Some examples include, but are not
limited to:

=  Water Treatment Plant, and associated projects.
= Police Department Headquarters.
= Parks Bond Projects.

Reserves/General Fund Unrestricted Fund Balance

The reserve balance for a municipality, as per the Government Finance Officers
Association (GFOA) is approximately 16.7% of operating revenues or
expenditures.  As per the GFOA, “GFOA recommends, at a minimum, that
general-purpose governments, regardless of size, maintain unrestricted budgetary
fund balance in their general fund of no less than two months of regular general
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CC:

fund operating revenues or regular general fund operating expenditures. The choice
of revenues or expenditures as a basis of comparison may be dictated by what is
more predictable in a government’s particular circumstances.” The City has
decided to have a reserve balance of 25% of expenditures.

During the review of the budget, for FY 2026/2027, the CAO was able to confirm,
from the Budget Office, the current reserve balance for the City or the monetary
difference is in excess of the 25% established reserve balance threshold by 2%.

As per the Annual Comprehensive Financial Report (ACFR), “The City continues
to exceed its policy to maintain the unrestricted fund balance for the General Fund
equivalent to two (2) months of operating expenditures and required transfers.”
During FY 2026 the General Fund unrestricted balance decreased from $171
million to $136.2 million. At 27%, this amount exceeds the minimum unrestricted
requirement for the General Fund by $9.7 million. This would have allowed for
$9.7 million to be allocated toward other various opportunities including, but not
limited to:

= Paying down debt.

= Reestablish paying the employee health insurance premium cost, which is
approximately $5.5M annually.

= Paying down or paying off the COLA increase of the General Employees’
Retirement System (GERS) pension plan, which was spread over seven years.

= Allocating it to a new Fire Station.

= Paying for Police overtime, which is underfunded by $1.9M in the current year.

» Having funds available for grant matching opportunities.

Union Negotiations

As union negotiations are currently underway or pending, a concentrated review of
the Collective Bargaining Agreements (CBA) should be performed to better
negotiate the obligations of the City. This will have a significant impact on the
budget for years to come and realigning City obligations is critical with the services
provided by the Police and Fire Departments. At the time of this memo, the CAO’s
understanding is that Police are still in negotiations and Fire have tentatively agreed
to a one-year contract.

Christopher Cooper, Acting City Manager

Shari McCartney, City Attorney

David Soloman, City Clerk

Ben Rogers, Assistant City Manager

Quentin Pough, Assistant City Manager

Yvette Matthews, Assistant City Manager

Laura Reece, Director, Office of Management and Budget
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EXHIBIT 1
Police Department Monthly Overtime Report
June 2026 Projection

This report aims to facilitate discussions with the City Manager and Police Chief regarding monthly
overtime spending trends and provide the data needed to develop strategies to mitigate further overtime
issues throughout the fiscal year. This report reviews the overtime budget, year-to-date actuals,
monthly expenditures, sworn vacancy rate, and year-end projections to address operational changes
that may be required to mitigate the projected over-expenditure of overtime.

OVERTIME OVERVIEW
Police Department Overtime
June 2026 Projection
$14 M
$12 M
$10M
$8 M
56 M Police
Department
$4 M overtime is
projected to
$2Mm be $1.9M
over budget
$0 -
m Adopted Budget @ Year-To-Date Actuals @Fiscal Year-End Projection
Police Department Overtime Projection Analysis

March 2026 June 2026 .
Variance

Q2 Projection Projection
Projection $12,036,370 $12,515,459 $479,089

The Year-End projection for Fiscal Year 2026 has increased by $479 thousand since the release of
the Second Quarter Overtime Report in April 2026. This is due to:

e In the Q2 report, April 2026 expenditures were projected at $1,111,544 — aligned with the
previous two-fiscal year actuals — however, the April 2026 actuals were $1,238,130, an 11.4%
increase from what was expected.

e Likewise, May 2026 expenditures were projected at $1,144,439 — aligned with the previous
two-fiscal year actuals — however, the May 2026 actuals were $1,496,942, a 30.8% increase
from what was expected.
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EXHIBIT 1
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Police Department
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Prepared by the Office of Management and Budget

2022 550,759 893,797 487,151 972,576 595,122 1000468 552572 793401 8306692
n2023 707420 571,013 1007515 852,002 544953 1146675 841271 715301 1192087 881,335 788,359 1014624 10,202,554
n2024 691175 820,100  1,387.202 1082446 736880 1,363,549 1,060,195 1202958 1016250 1224845 834913 989382 12,519,995
©2025 926423 1841420 1111534 999,507 1016575 1,358,005 1,057,031 976926 942211 1093206 680,316 741,106 12,744,360
©2026 979,782 652,596 898315 245467 934794  1487,708 1238130 1496942 1028197 1216977 821745 908,506 12,515,459
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