COUNCIL MEETING OF
MAY 8, 2012

SUPPLEMENTARY MATERIAL #2

Honorable Mayor and Members
of the City Council

City Hall

Torrance, California

Members of the Council:
Subject: Finance — Supplementary Material #2 to Item 13A
Attached please find an interoffice communication addressing Councilman Numark’s
questions/requests and Councilman Furey’s request on the history of the General Fund’s
revenues (Attachment C) regarding the proposed revisions to the 2" year of the 2011-13
operating budget.

Respectfully submitted,

Eric E. Tsao
Finance Director

Attachments:
1. Interoffice communication
2. History of the General Fund’s Revenues (Attachment C)

13A #2






ATTACHMENT 1

CITY OF TORRANCE

INTEROFFICE COMMUNICATION

DATE: 5/8/12

TO: Mayor and City Council
VIA: LeRoy J. Jackson, City Manager
FROM: Eric E. Tsao, Finance Director

SUBJECT: Questions/Requests from Councilman Numark

1.

With respect to page 72, please provide a spreadsheet that lists an actual column and a
budget column for FY10 and FY11, a column that shows the FY12 adopted budget, a
column that shows the FY12 projected numbers, the FY13 adopted numbers and the FY13
revised numbers. Please also do the same for the enterprise funds on p. 82.

Response: See Attachment A.
What is the reasoning for the property tax revenue decrease?

Response: The original forecast of property tax revenues for the 2012-13 year had a 4%
growth rate and was based on information that was available in May of 2011, which was
incorporated in the June 2011 budget. In April of 2012, the County Assessor’s Office issued
a statement which revised their projected estimates on assessed values downwards
resulting in a marginal growth estimate which is reflected in the revised forecast.

For sales tax, why do you anticipate sales tax for next year increasing to $41.2 million ($3.5
million than FY11 actuals)?

" Response: The growth of sales tax revenues of $3.5 million is primarily due to the following

factors: (1) Sales tax revenues of $1.8 million that are generated in the RDA Industrial
project area are being budgeted under the General Fund for fiscal year 2012-13. In past
years, sales tax revenues generated in the Industrial project area were pledged as a
secondary lien or collateral for bonded debt. Sales tax dollars would only be used if the tax
increments from the Industrial area are not sufficient to pay debt service on the Industrial
Tax Allocation Bonds. Over the past 10 years, tax increments have been sufficient to pay
debt service and as a result the sales tax dollars have been transferred to the General Fund
at year-end. With the dissolution of the RDA, this is a new method of treating this
transaction. In essence, this transaction increases sale tax revenues and reduces operating
transfers in by the same amount. (2) The remaining $1.7 million represents anticipated
growth in the local economy.

Please document the utility user tax actuals, since FY10 by source, as well as the projected
FY12 results.

Response: The following schedule lists UUT by major source.



2009-10 2010-11 2011-12
Actual Actual Projected
Electricity $13,692,536 $13,108,912 $12,850,000
Co-gen 752,179 1,552,382 1,400,000
Gas:
Refineries 3,295,571 3,867,422 4,180,000
Other 2,379,866 2,652,830 2,790,000
Water 1,684,349 1,913,645 2,200,000
Cable 1,571,041 1,426,069 1,480,000
Cellular 5,233,872 4,983,158 4,730,000
Telecom 3,490,615 3,405,526 3,410,000
Total $32,100,029 $32,909,944 $33,040,000

5. What is the rationale for the increase in business license fee?

Response: As reported at the mid-year Finance & Governmental Operations Committee
meeting, this revenue source is beginning to show signs of improvement as the economy
begins to trend upwards. In addition to the positive change in the economy, changes were
made in the processing of business license renewals by reassigning staffs to focus on
expediting the process resulting in faster collections. Additionally, an individual was
assigned to the collection aspect on delinquent accounts which increased revenues
received for the year. The table below shows a comparison of actual dollars received for
fiscal year 2010, 2011 and projected 2012 and 2013. As of April 30, 2012, the entire fiscal
year budget has been realized and it is expected that we should exceed budget by
approximately $160,000. Lastly, all business license tax revenues are tied to a CPI escalator
which can increase the amount collected each year.

. 2009-10 2010-11 2011-12 2012-13
Business License $7,179,857.41  §$7,540,927.11  $7,791,801.70  $8,075,250.00
Business License 488,923.80 484.067.70 459,281.65 536,900.00
Total $7,668,781.21  $8,024,994.81  $8,251,083.35  $8,612,150.00
4.6% 2.8% 4.4%

6. Why is the gasoline tax flat since FY11 actuals?

Response: The gas tax reflected in the General Fund only represents the transfer from the
gas tax fund to partially fund street maintenance projects throughout the City performed by
public works.

. 2007-08 2008-09 2009-10 2010-11*
Gas Tax (actual) $2,574,094 $2,351,708 $2,387,399 $3,676,003

*Includes the addition of Section 2103 — “Fuel Tax Swap of 2010” where the State allocated funds
from the fuel excise tax to replace the Proposition 42 sales tax on gasoline.



10.

All other gas tax funds are discussed in the capital budget as they are used for street and
road improvements.

For parks and recreation enterprise fund, why do you anticipate flat results for FY13,
compared to this year's budget, given some of the changes that are occurring in that
operation?

Response: The plan for rebalancing the enterprise fund has been completed and is
currently being implemented. Changes to this budget will be incorporated into the next
budget cycle beginning in July 2013.

Why are fleet labor charges increasing?

Response: Fleet charges are based on actual services provided. It is anticipated that
Fleet charges for the current fiscal year will exceed budget projections which effects the
2012/13 fiscal year. In addition, the fleet replacement rental income has increased due
to higher replacement costs as vehicles are replaced.

How are we currently paying for the home assistance program?

Response: We are currently paying for the housing assistance program by using Low
Moderate Housing money.

Please reconcile the cable TV enterprise funds noted on p. 85 with the profit and loss
statements on p. 228. Is the public access fund missing from the P&L on p. 2287

Response: The amounts that are shown on page 85 is gross of Transfers In between sub-
funds within the Cable Fund while on page 228 (audited amounts) is net of these transfers
in.

Year 2009-10: Audited Total revenues is $2,134,425 (page 228); Total revenues page 85:
$2,658,236

Difference of $523,811
Page 85: Cable TV Public Access revenues include $418,000 of transfers in from Cable
Communications Fund and Government Cable Communications revenues include $105,811

of funds returned due to a project that was completed and closed.

Year 2010-11: Audited Total revenues is $2,087,011 (page 228); Total revenues page 85
$2,508,422

Difference of $421,411

Page 85: Cable TV Public Access revenues include $421,411 of transfers in from Cable
Communications Fund.



11. Regarding p. 21, please provide a spreadsheet that lists an actual column and a budget
column for FY10 and FY 11, a column that shows the FY12 adopted budget, a column that
shows the FY12 projected numbers, the FY13 adopted numbers and the FY13 revised
numbers.

Response: See Attachment B.

12. Regarding p. 26, please explain why you anticipate the following department's salary and
benefit costs increasing: civil service, finance, fire, police, transit and emergency medical
services. Please explain why you believe the treasurer's office will decrease.

Response: The following is an analysis of salary and benefit budget changes from original
adopted 2012-13 to the revised 2012-13 budget by department:

Civil Service — The budget increase is primarily due to the addition of 1.5 Personnel
Technician positions as part of the Human Resources reorganization.

Finance — The increase in budget is primarily due to the addition of Risk Management (9.5
positions) as part of the Human Resources reorganization. Of the 9.5 positions transferred,
7 positions are reimbursed by Self Insurance (Workers’ Comp and Liability).

Fire — The $335,000 salary budget increase in General Fund Fire Department is due
primarily to the addition of 1.0 Typist Clerk position was added as part of the public safety
workshop (12-20-11) along with a $49,000 increase in premiums, a $38,000 increase in
longevity, a $31,000 increase in constant staffing, $25,000 increase in retiree insurance,
$28,000 increase in PERS costs, and $39,000 increase in health insurance.

Police — The $523,000 salary budget increase in the Police Department is primarily due to a
$153,000 increase in regular salaries (step increases), $77,000 increase in premiums,
$75,000 increase in retiree insurance, $37,000 increase in health insurance, and $109,000
increase in PERS costs.

Transit - The $20,000 increase in Transit salaries (longevity premium).

Emergency Medical Services — The $129,000 salary budget increase in EMS Fund portion
of the Fire Department is due primarily to a $24,000 increase in premiums, a $38,000
increase in regular salaries (step increases) , a $12,000 increase in constant staffing,
$11,000 increase in retiree insurance, and $40,000 increase in health insurance.

City Treasurer — The reduction in salary budget is primarily due to the reduction in the
composite rate for the Deputy City Treasurer position (step differential).



13. Regarding p. 28, please explain the source of funds for the McMaster Park redevelopment
project. Were these redevelopment agency funds? What was the use of funds for the
balancing strategies ($1.527 million)? What was the use of funds for the benefit rate
mitigation?

Response:

The North Torrance and McMaster Park Redevelopment Project is not funded by
redevelopment agency funds. The funding sources for this project are:

- Parks and Recreation Open Space Fund for $447,539 (remaining balance as of
5/7/12 of $437,177)
- General Fund $1,758,803 (remaining balance as of 5/7/12 of $1,530,098)

Use of $1.527M of balancing strategies?

- $494,908 one time funding for Parks and Recreation Enterprise beginning negative
cash for FY2011-12

- $502,109 one time funding to the Reorganization Fund for FY11-12. Council
approved on 6/21/11, item 12C to fund Battalion Chief and Fire Captain of $545,400
less civilian offset salaries of $286,300. This reserve also funded the Transfers to
General Fund for Misc, Fire and Police PERS City payment phase-out, Rose Float
budget net of revenue offset and Energy savings from projects.

- $530,000 for Vehicle License Fee (VLF) shortfall — State take away of VLF- Council
approved 4/24/12 item 12C

Use of benefit mitigation?

- $478,286 was used to fund the Reorganization Fund for FY11-12-same purpose as
the one time funding of $502,109 from Balancing Strategies above.

14. With respect to cable TV and the option to eliminate 1.5 FTE.

a. What is the use of the excess cable TV revenues (over expenses)? p. 228 shows an

excess of nearly $500,000 of revenue over expenses. What have those funds been used
for? Why can't those excess funds be used to fund the other measures (police, parks
and recreation, etc.)?

Response: For the FYE 2011, savings of about $150k was from the program for Cable
and Community Relations and $340k from the program for Public, Education, and
Government (PEG). The proposed budget (2012-13) includes funding $155k of
community outreach efforts to the Cable fund. Currently PEG funds are dedicated to
capital expenditures. This practice is consistent with “local” governments providing PEG
franchises. Staff is researching options.

The report on April 17, 2012 indicated that $31,672 was used for the cable television
commission. If the council moves to combine cable TV and cultural arts, couldn't the
maijority of those funds be used, rather than eliminate the positions?

Response: The Cable TV Advisory Board does not have a budget. To develop an
estimate of cost associated with the primary functional areas of the office, the total
budget and applied percentages of employee time and materials/supplies/capital. The



$31,672 figure is only an estimate and does not reflect the budget development or
application in anyway. The figures were developed as an internal tool for monitor
management of time and functional priority.

The only direct savings will be the monthly stipend commissioners received once the
combined commission has been reduced to the target of 7. That funding is found in the
City Council budget.

There are no expenditures directed or utilized by the CTAB. Meeting minutes are taken
by TCtv staff, no travel, no memberships, and no on-going programs exist. In fact, the
CTAB does not conduct any programs that utilize funding.

The labor costs associated with the CTAB consist of board and committee meeting
attendance, agenda prep, minute development, monthly programs, etc. No materials
and supplies are connected

MO. HOURS | HRLY. COMP.
EST. RATE TOTAL MO. ANNUAL
TCtv Coordinator 6 $43.32 $259.90 $3,118.85
TCtv Clerk Typist 6 $31.92 $191.54 $2,298.46
TCtv Production Asst 1 $12.93 $12.93 $155.19
Manager 6 $91.35 $ 548.08 $ 6,576.92
$1,012.45 $12,149.42

Assuming we will need to eliminate the FTEs. Given the reduced utilization of public
access services, cannot some of the services of the production assistants be maintained
by having the full-time public access staff take on some of those duties?

Response: The hours of operation and physical layout place a difficult burden in
managing the facilities without sufficient staff. There will only be two people present
during regular hours: the coordinator and clerk typist. The clerk remains in an office,
while the coordinator can move about the facility. However, with only one full-time
coordinator, he will not be able to manage use of the facility at current levels. There is
one studio, one control room, 4 edit bays, master control, and field equipment check
infout. Leaving the areas without supervision creates unsafe and unsecured areas. He
would not be able to provide client assistance and monitor activities in the various
disciplines concurrently. The facility would also need to reduce hours due to required
dinner and breaks. The facility would need to be closed in the event of emergency,
iliness, vacation, etc. without part-time staff to provide back-up.



ATTACHMENT A
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