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MANAGEMENT DISCUSSION AND ANALYSIS 
 
 
The discussion and analysis of the City of Torrance’s financial performance 
provides an overview of the City’s financial activities for the fiscal year ended 
June 30, 2015.  It is recommended this overview be read in conjunction with 
the City’s transmittal letter and the accompanied financial statements in order 
to obtain a thorough understanding of the City’s financial condition at June 
30, 2015. 
 
FINANCIAL HIGHLIGHTS 

 

   The City’s total net position, assets less liabilities, at fiscal year-end is 
$528.8 million compared to $511.3 million for the 2013-14 fiscal year.  
This represents an increase of 17.5 million.  Effective for this reporting 
year (2014-15) in a quest to provide enhanced transparency, the 
Government Accounting Standards Board (GASB) Statement No. 68 
requires that local agencies present the total actuarial cost for pensions as 
a current year liability. The inclusion of the actuarial pension cost in the 
current year results in a 72.5% or $370.8 million decrease resulting in a 
net position of $140.5 million. 

   During the year, the City’s revenues exceeded expenditures and net 
transfers for governmental activities by $20.6 million. 

   In the City’s business-type activities, revenues and transfers exceeded 
expenditures by $2.6 million. 

 

   The General Fund reported an excess of revenues over expenditures of 
$20.2 million before a net transfers out of $14.6 million resulting in an 
increase to its fund balance of $5.6 million during the year.  

 

   The City kept General Fund expenditures within spending limits and 
actual General Fund expenditures on a budgetary basis were $4.0 million 
less than budget while the General Fund revenues were about $6.1 
million more than budget, which was attributable to one-time funds 
received at the latter part of the fiscal year for the boundary modification 
between Rolling Hills Estates and the City that allowed the annexation/de-
annexation of 41 acres in each jurisdiction.  The boundary modification 
allowed for a portion of the golf course at Rolling Hills Country Club to be 
reconfigured and located in the City of Torrance and 114 single-family 
residences to be developed in Rolling Hills Estates. 
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USING THIS ANNUAL REPORT 
 
This annual report consists of a series of financial statements.  The 
Statement of Net Position and the Statement of Activities provide information 
about the financial activities of the City as a whole and presents a longer 
futuristic view of the City’s finances.  For government activities, fund financial 
statements tell how services were financed in the short-term as well as what 
remains for future spending.  Fund financials also report the City’s operations 
in greater detail compared to the government-wide statements by providing 
information about the City’s most significant funds.  The remaining statements 
provide financial information about activities where the City acts solely as a 
trustee or agent for the benefit of those outside of the government. 

 
REPORTING THE CITY AS A WHOLE 
 
The Statement of Net Position and the Statement of Activities 
 
One of the most important questions asked about the City’s finances is, “Is 
the City as a whole better off or worse as a result of the year’s activities?”  
The Statement of Net Position and the Statement of Activities report 
information about the City as a whole and about its activities in a way that 
helps answer this question.  The Statement of Net Position and Statement of 
Activities include all assets and liabilities using the accrual basis of 
accounting, which is similar to the accounting used by most private-sector 
companies.  All of the current year’s revenues and expenses are taken into 
account regardless of when cash is received or disbursed. 
 
The aforementioned statements report the City’s net position and changes in 
net position.  The City’s net position statement reflects the difference between 
assets and liabilities. A way to measure the City’s financial health or financial 
position is to look at the difference between assets and liabilities.  Over time, 
increases or decreases in the City’s net position are one indicator of whether 
its financial health is improving or deteriorating.  Additional non-financial 
factors such as changes in the City’s revenue receipt pattern need to be 
considered in assessing the overall health of the City. 
 
The Statement of Net Position and the Statement of Activities, present 
information about the following: 
 

   Governmental activities—All of City’s basic services are considered to be 
governmental activities, including general government, public safety, 
public works, and culture and recreation.  Property taxes, sales taxes, 
utility users’ taxes, and occupancy taxes finance most of these activities. 

 

   Business-type activities—The City charges fees to customers to help it 
cover the costs of certain services it provides.  The City’s Airport, Transit, 
Water, Sewer, Emergency Medical Service, Sanitation, Parks and 
Recreation and Cultural Arts Center funds are included here. 
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The City has presented its financial statements under the reporting model 
required by Governmental Accounting Standards Board Statement No. 34 
(GASB 34), Basic Financial Statements – and Management’s Discussion and 
Analysis (MD&A) – for State and Local Government since fiscal year 2001-
02. A comparative analysis of financial data from prior year is included in this 
report. 
 
REPORTING THE CITY’S MOST SIGNIFICANT FUNDS 
 
Fund Financial Statements 
 
The fund financial statements provides detailed information about the most 
significant funds and is not intended to report on the entire City as a whole.  
Some funds are required to be established by State law and by bond 
covenants.  However, City Council establishes many other funds to help it 
control and manage money for particular purposes or to show that it is 
meeting legal responsibilities for using certain taxes, grants and other money.  
The City’s two kinds of funds—governmental and enterprise—use different 
accounting approaches. 
 

   Governmental funds— Majority of the City’s basic services are reported in 
governmental funds.  Governmental funds account for the resources 
(revenues received) and the uses (services provided to residential and 
business community) of money that flows into and out of these funds and 
money left at year-end that is available for spending. These funds are 
reported using an accounting method called modified accrual accounting, 
which measures cash and all other financial assets that can readily be 
converted to cash.  The government fund statements provide a detailed 
short-term view of the City’s general government operations and the basic 
services rendered.  Governmental fund information helps determine 
whether there are more or less financial resources that can be spent in 
the near future to finance the City’s programs.  A description of the 
relationship (or differences) between the governmental activities (reported 
in the Statement of Net Position and the Statement of Activities) and 
governmental funds is shown in the reconciliation at the bottom of the 
fund financial statements. 

 

   Enterprise funds are funds that account for the City’s operations that are 
financed and operated in a manner similar to a private business 
enterprise.  Enterprise funds are reported in the same way that all 
activities are reported in the Statement of Net Position and the Statement 
of Activities.  The City’s enterprise funds (a component of enterprise 
funds) are the same as the business-type activities we report in the 
government-wide statements but provide more detail and additional 
information, such as cash flows, for enterprise funds.  The City uses 
internal service funds to report activities that provide supplies and 
services for other programs and activities within the City such as the Self 
Insurance Fund and Fleet Services Fund and it also accounts for inter-
fund charges to the City’s departments for post-employment benefits in 
the Post Employment Fund. 
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THE CITY AS TRUSTEE 
 
Reporting the City’s Fiduciary Responsibilities 
 
The City is the trustee, or fiduciary, for its employees’ pension plans.  It is 
also responsible for other assets that, because of a trust arrangement, can be 
used only for the trust beneficiaries.  All of the City’s fiduciary activities are 
reported in separate Statement of Fiduciary Assets and Liabilities.  We 
exclude these activities from the City’s other financial statements because the 
City cannot use these assets to finance its operations.  The City is 
responsible for ensuring that the assets reported in these funds are used for 
their intended purposes. 
 
FINANCIAL ANALYSIS OF THE CITY AS A WHOLE 

 
Net position.  The City’s net position for fiscal year 2014-15 compared to 
2013-14 is shown in Table 1: 

     Table 1     

     Net Assets    

     (In Millions)    

         
Governmental 

     
Business-Type 

   

      Activities      Activities                Total 

  2015 2014  2015 2014  2015 2014 

          

Current and other assets $208.1  $199.0   $57.4  $55.7   $265.5  $254.7  

Capital assets   323.2    310.6     143.9  144.0   467.1  454.6  

 Total assets 531.3  509.6   201.3  199.7   732.6  709.3  

Deferred outflows of resources 28.6        1.9         4.9          -    33.5          1.9  

          

Long-term debt (438.6) (137.0)  (53.0) (1.5)  (491.6) (138.5) 

Other liabilities (45.7) (44.8)  (16.7) (16.6)  (62.4) (61.4) 

 Total liabilities (484.3) (181.8)  (69.7) (18.1)  (554.0) (199.9) 

Deferred inflows of resources  (58.1)           -      (13.5)          -    (71.6)            -   

         

Net investment in capital assets 275.4  262.6   142.4  142.6   417.8  405.2  

Restricted 41.9  43.3             -           -    41.9  43.3  

Unrestricted (299.8) 23.8   (19.4) 39.0   (319.2) 62.8  

 Net Position $17.5  $329.7   $123.0  $181.6   $140.5  $511.3  

 
Net position of the City’s governmental activities amounted to $17.5 million.  
$275.4 million is invested in capital assets such as land, buildings, machinery, 
infrastructure, equipment and other improvements; $41.9 million is restricted 
for streets & highways, capital projects, community development, and public 
safety; and ($299.8) million is unrestricted.  The net position of the City’s 
governmental activities decreased by $312.2 million ($17.5 million compared 
to $329.7 million in 2013-14).   
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Net position of the City’s business-type activities amounted to $123.0 million. 
$142.4 million is invested in capital assets, and ($19.4) million is unrestricted.   
The net position of the City’s business-type activities decreased by 58.6 
million ($123.0 million compared to $181.6 million in 2013-14). The primary 
reason for the decrease in fund balances for both governmental and business 
type activities is due to the implementation of GASB Statement No. 68 for 
pension reporting. 
 
Changes in net position.  The City’s total revenues are $307.5 million and 
total costs of all programs and services are $284.3 million which amounted to 
a change in net position of $23.2 million during the year (See Table 2).    
 
 

                      Table 2    
          Change in Net Assets   
                  (In Millions)    
          
    Governmental  Business-type    
        Activities       Activities                 Total 

  2015 2014  2015 2014  2015 2014 

Revenues         
Program revenues:         

 Charges for services $ 9.4  $12.2  $72.2  $77.9  $81.6 $90.1  

 Operating grants/contr 22.6  14.6   19.0  21.1   41.6  35.7  

 Capital grants/contr 8.9  10.7   2.7  1.1  11.6  11.8 

General revenues:         

 Property taxes 
Sales Tax 
Other taxes 

54.6  
33.2 
62.6 

53.6 
32.0 
61.4 

                   - 
                  - 
                  -        

- 
- 
-                         

 54.6  
33.2 
62.6 

53.6  
32.0 
61.4 

Investment earnings 6.0                6.5  0.5  0.7   6.5  7.2 

Motor vehicle tax (unrestricted)         0.1                0.1            -    -          0.1               0.1               

Miscellaneous 15.6  4.8       0.1                    0.5                     15.7  5.3 

Total revenues 213.0 195.9   94.5  101.3   307.5  297.2 

          
Expenses         

General government       28.5              25.5                    -                    -         28.5             25.5  
Public safety     102.9             110.0                    -                    -        102.9         110.0  

Public works       23.9              29.7                    -                   -          23.9              29.7  

Culture and recreation       17.2              18.1                     -                    -          17.2             18.1  

Community development       10.2               10.4                    -                   -          10.2              10.4  

Interest on long term debt       2.8                1.5                    -                    -           2.8                1.5  

Airport             -                     -                 3.3               5.5           3.3                5.5  

Transit             -                    -               24.9             26.2         24.9              26.2 
Water            -                     -                34.4             35.4         34.4              35.4 

Sewer            -                    -                  5.4               4.4           5.4                4.4  
Sanitation             -                     -                11.0            11.0        11.0              11.0  

Cultural Arts           -                    -                 2.1              1.9           2.1                1.9  
Parks and Recreation            -                     -                 6.6               6.5           6.6               6.5  

Emergency Medical Services             -                     -                11.1            10.7       11.1             10.7  

Total expenses     185.5          195.2          98.8           101.6       284.3           296.8        

 
Excess of revenues over      
  Expenses before 

        

  transfers and extraordinary  
  gain (loss) 

                
27.5 

                   
0.7 

                      
(4.3) 

                   
(0.3) 

             
23.2  

                    
0.4 

Transfers   (6.9) (6.0)              6.9 6.0        -                                       -                 
Extraordinary Gain (loss)            -          (35.4)                  -                    -             -           (35.4) 

Increase (decrease) in net 
assets 

$20.6 ($40.7)             $2.6  $5.7  $23.2 ($35.0) 

Net Assets-beginning 329.7            370.7 
 

181.6          175.3 
 

             
511.3  

                 
546.0  

Prior Period adjustment (332.8)              (0.3) 
 

         (61.2)                                                                           0.6          
 

             
(394.0)  

                   
0.3  

Net Assets-ending $ 17.5  $329.7    $123.0  $181.6   $140.5  $511.3  
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The City’s total revenues of $307.5 million were derived from the following: 
Twenty seven percent (27%) of the program revenues is derived from fees 
charged for services; ten percent (10%) from utility users’ tax; twelve percent 
(12%)  from other taxes such as construction tax, occupancy tax, business 
license tax and franchise tax; eleven percent (11%)  from sales taxes; 
eighteen percent (18%) from property taxes; fourteen percent (14%) from 
operating grants; four percent (4%) from capital grants; and four percent (4%) 
from other miscellaneous revenue fees (See Figure A-1).  
 
The City’s total revenues increased by $10.3 million-governmental type 
activities increased by $17.1 million while business type activities decreased 
by $6.8 million. 
 
 

Charges for 
services

27%

Operating 
grants

14%

Capital
grants

4%

Property 
taxes

18%
Sales taxes

11%

Utility users 
taxes

10%

Other taxes
12%

Misc rev
4%

Figure A-1 
Sources of Revenues for Fiscal Year 2015
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The total costs of all programs and services are $284.3 million.  Thirty six 
percent (36%) of functional expenses are related to public safety; ten percent 
(10%) relates to general government; eight percent (8%) to public works; six 
percent (6%) to culture and recreation; four percent (4%) to community 
development; one percent (1%) to interest on debt; and thirty five percent 
(35%) to business-type activities (See Figure A-2).  The total cost of the City’s 
programs and services decrease by $12.5 million.   

 
 

Business type 
activities

35%

Public works
8%

Culture/recr
6%

Interest
1%

Public safety
36%

Community
development

4%

Gen gov't
10%

Figure A-2
Functional Expenses for Fiscal Year 2015

Table 2 and the narrative that follows consider the operations of the 
governmental and business-type activities separately. 
 
Governmental Activities 
 
The major revenues for the City’s governmental activities were property 
taxes, construction taxes and permits, business licenses/permits, utility users’ 
taxes, franchise fees, sales taxes and occupancy taxes. 
 
Revenues for the City’s governmental activities increase by 8.7 percent or 
$17.1 million.  This was primarily due to the increase in operating grants, 
property taxes, occupancy tax and the one-time receipt of boundary 
modification funds. 
 

Figure A-2 

Functional Expenses for Fiscal Year 2003

Public works

9%

Nondept

3%
Gen gov't

14%Community 

development

1%

Culture/recr

9%
Interest

2%

Public safety

33%

Others 

1%

Business type activities

28%
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The total expenses of the governmental activities decrease by 5.0 percent or 
$9.7 million.  The decrease was primarily due to the present value of the 
estimated outstanding claims for workers compensation over 4 years that was 
recorded in fiscal year 2013-14 based on the 2014 actuarial report.  Actuarial 
reports are completed every two years. 
 
Table 3 presents the cost of each of the City’s largest programs: public safety, public 
works, culture and recreation, general government, community development as well 
as each program’s net cost (total cost less fees generated by the activities and 
intergovernmental aid). 
 
The cost of all governmental activities this year was $185.5 million.  $144.5 
million of these activities were paid through City taxes, sales taxes, 
investment earnings and other miscellaneous fees; $9.4 million was paid by 
those who directly benefited from the programs; and $31.6 million was funded 
by other governments and organizations that subsidized certain programs 
with operating grants and contributions.   
 

                Table 3   

  Governmental Activities  

           (In Millions)   

 Total cost of services  Net cost of services 

 2015 2014  2015 2014 

      

General government 
Public safety * 
Public works 
Culture and recreation 
Community development 
Others 

$28.4 
102.9 

23.9  
17.2 
10.2 
2.9 

$25.5  
     110.0 
       29.7 
      18.1 
      10.4 
        1.5 

 $24.0  
94.4 
2.8 

16.4 
4.0 
2.9 

$22.2 
101.1 
11.2 
17.3 
4.4 
1.5 

Total $185.5  $195.2   $144.5  $157.7  

* This does not include the costs of Emergency Medical Services which is reported in the 

Enterprise Funds. 

 
Business-type Activities 
 
Revenues of the City’s business-type activities amounts to $94.5 million and 
expenses are $98.8 million (Refer to Table 2).  The revenues are derived 
from service fees, operating and capital grants and contributions.  Revenues 
decreased by $6.8 million ($94.5 million compared to $101.3 million in 2013-
14).  This is primarily due to the decrease in water and sewer revenues due 
to the water conservation program. The change in the billing methodology for 
the ambulance transport of patients with or without paramedics on board 
resulted in lower revenues in the Emergency Medical Services Fund. 
 
The excess of expenses over revenues before transfers is ($4.3) million and 
with a net transfer in of $6.9 million, the business-type activities had an 
increase of $2.6 million during the year. 
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FINANCIAL ANALYSIS OF THE CITY’S FUNDS 
 
 Governmental funds 
 
 As the City completed the year, its governmental funds reported a combined 

fund balance of $121.9 million.  
 
The General Fund is the only fund reported as major fund this year. 
 
The increase in General fund balance is $5.6 million this year primarily due to 
property taxes, sales tax, occupancy taxes, and the one time receipt of 
boundary modification funds. 
 
Enterprise funds 

 
 The Enterprise Funds provide the same basic type of information found in the 

government-wide financial statements but in more detail.  The major funds 
reported are the Transit System Fund, Water Fund, Sewer Fund and 
Emergency Medical Services Fund.   
 
The Transit Fund has a decrease in fund equity of $10.3 million this year, 
Water Fund by $3.9 million, Sewer Fund by $5.1 million and Emergency 
Services Fund by $30.4 million.  The decrease in fund equity is due to the 
adjustment in in the beginning net position to give retroactive effect to the 
implementation of GASB Statement No. 68 which is the accounting and 
reporting for pensions.   
 
General Fund Budgetary Highlights 
 
Over the course of the year, the City has made revisions to its budget upon 
City Council’s approval.  The budget amendments fall into the following 
categories: 
 

   Program modifications presented to the Finance and Governmental 
Operations Committee during its first quarter and mid-year budget review 
presentations.  Upon approval of the Finance and Governmental 
Operations Committee, these program modifications were taken to City 
Council for further approval. 

 

   Budget transfers within the respective General Fund departments are also 
subject to approval by the department head and City Manager’s Office. 

 
First Quarter program modifications that were approved: 

 Upgrade 1.0 Senior Management Associate to 1.0 Economic 
Development Manager position 

 Restructuring of the Finance Department – Added 1.0 Revenue 
Manager, 1.0 Buyer, and 1.0 License Supervisor and removed 1.0 
Accountant, 1.0 Senior Account Clerk, 2.0 interns, transferred 0.5 
Secretary to Human Resources and reduction of $48,950 in 
professional services 
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Mid-Year program modification that was approved: 
 

 Upgrade Emergency Services Coordinator to Emergency Services 
Manager and added one Emergency Services Staff Assistant 
 

Although the City amended its expenditure budget, actual expenditures were 
$4.0 million below the final adopted budget amounts due to salary savings 
caused by vacancies in various departments and savings from materials, 
supplies and services during the year.  However, the resources available for 
appropriation were $6.1 million above the final adopted budgeted amount.  
The increase in actual revenues over budget was due primarily to the one-
time receipt of boundary modification funds. 
 
The City’s General Fund balance of $66.7 million differs from the General 
Fund’s budgetary fund balance of $65.2 million reported in the budgetary 
comparison schedule.  The difference in the two fund balances is because 
budgetary fund balance includes $1.5 million of encumbrances reported as 
expenditures for budgetary purposes. 
 
CAPITAL ASSET AND DEBT ADMINISTRATION 
 
Capital Assets.  The City’s investment in capital assets for its governmental 
and business type activities as of June 30, 2015 amounts to $467.0 million 
(net of accumulated depreciation).  The investment in capital assets includes 
land, right of way, buildings and improvements, equipment, construction in 
progress, easement and infrastructure assets.   
 

                Table 4     

          Capital Assets     

                (net of depreciation, in millions)    

      Governmental    Business-type    

          Activities         Activities            Total 

 2015 2014  2015 2014  2015 2014 

 

  

      

Land $71.6  $64.3   $6.9  $6.9   $78.5  $71.2  

Right of Way 19.3  19.3               -          1.7   19.3  21.0  

Buildings and improvements 46.8  45.1   4.2  4.2   51.0  49.3  

Equipment 23.2  22.9   21.0  23.2   44.2  46.1  

Infrastructure 152.3  150.7   95.1  97.4   247.4  248.1  

Construction in progress 10.0  8.3   15.0  10.6   25.0  18.9  

Easement                 -                -    1.6              -    1.6               -   

Total $323.2  $310.6  
 

$143.8  $144.0  
 

$467.0  $454.6  
 

        

         

         The total capital assets in the governmental activities increased by $12.6 
million ($323.2 million compared to $310.6 million in 2013-14) and the 
business activities decreased by $0.2 million  ($143.8 million to $144.0 million 
in 2013-14).  The capital assets are categorized by networks and subsystems 
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in Note 3 of the notes to the basic financial statement. More detail information 
about the City’s capital assets and its activities during the year is also shown 
in Note 3.  
 
Long-term debt.  At the end of the fiscal year, the City had total bonded debt outstanding 
of $57.1 million as shown in Table 5.  More detailed information about the City’s long-term 
liabilities is presented in Notes 6 and 7 of the notes to the basic financial statements. 

 
      Table 5     

                       Outstanding Debt    

    (In Millions)    

         

       Governmental        Business-type    

           Activities             Activities                  Total 

 2015 2014  2015 2014  2015 2014 

 

   

 

    

Revenue bonds and notes    

 

    

(backed by specific tax 

 
  

  
   

and fee revenues) $ 57.1        $58.0           
 

$    -           $   -              
 

$ 57.1   $ 58.0 

 
During fiscal year 2014-15 the total debt of the City decreased by $0.9 million.  
The decrease is primarily due to the principal payments made on the 2014 
Refunding Certificates of Participation and the 2009 Certificates of 
Participation bonds. 
   

 The City of Torrance Public Financing Authority 2009 Certificates of 
Participation bonds received an A1 bond rating from Moody’s and AA from 
Standard and Poor’s.  The Public Property Financing Corporation 2014 
Refunding Certificates of Participation received an AA bond rating from 
Standard & Poor’s. 
 
Per City Charter Article 4 Section 412, the City shall not incur any bonded 
indebtedness for public improvements, which shall in the aggregate exceed 
3.75% of the assessed value of all the real and personal property of the City.  
The current debt limitation for the City is $933.5 million which is in excess of 
the City’s outstanding debt. 
 
ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES 

 
Key Highlights of the 2015-16 Budget 

 
The City Council adopted in May 2015, the first year (2015-16 fiscal year) of 
the 2015-17 Two Year Operating budget. This budget is balanced and is 
essentially a no growth budget for 2015-16 fiscal year and holds the growth of 
the 2016-17 fiscal year budget at 2.2%. 
 
Beginning January 2016, the State will begin the unwinding of the “triple-flip” 
and the 0.25% of sales tax will return to the City’s budget with a 
corresponding reduction in property tax.  It is expected that by August 2016 
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the “triple-flip” will be fully unwound and the City will receive the final 
payment/reconciliation of monies due to the City. 
 
General Fund Revenues 
 

 Sales Tax – Recent economic retail sales indicators are projecting a 
1.9% sales tax revenue increase from fiscal year 2014-15 budget, 
reflecting a moderate growth through the end of the fiscal year. 

 Property Tax – with a strong property tax base of $26.1 billion, 
consisting of a mix of high-end residential properties and sizable 
industrial, commercial and retail components, property tax revenues 
are projected to grow at about 4.0% annually. 

 Utility User’s Tax (UUT) – UUT revenues are projected to grow 
modestly over the five-year forecast.  As the cost of power increases, 
more and more users are migrating to energy saving appliances, 
lighting and solar power which impacts this revenue source. 

 
Balancing the 2015-17 Budget 
 
The fiscal year 2015-16 budget is balanced, requires no reductions and 
continues to address long-term strategies.  It is a reflection of City policies 
and goals and is consistent with the City’s Strategic Plan. Here are some 
highlights of the budget. 
 
Public Employees’ Pension & Other Post-Employment Benefits (OPEB) 
 

 Labor contracts for Police and Fire expire June 30, 2017 and 
Miscellaneous employee contracts expire December 31, 2017.  All 
groups are also scheduled to receive the last remaining increase for 
the current contracts of 4% on January 1, 2016, which had been 
planned for in our five-year projection and is funded. 
 

 Since fiscal year 2009-10, new employees have paid 9% (for Safety) 
and 7% (for Miscellaneous) of pension costs.  Beginning 2013 new 
employees to PES contributed half of their “normal cost” of pension 
benefits as follows:  
- Fire safety employees – 12.5% 
- Police safety employees – 15% 
- Miscellaneous employees – 6.75% 

 

 All of the changes that PERS has announced or has made have been 
incorporated into this year’s budget as well as the five-year forecast.  
This includes: 
- Decreasing the return on investment by 0.25% to 7.5% 
- Limiting the amortization to no greater than 30 years (fixed)  
- Increasing the mortality rates 
- The lower than expected return on investments for the current 

fiscal year. 
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 These changes reduce City costs as current employees retire and new 
employees are hired under the 2013 benefit formulas.  To date, this 
has transferred $3.34M in costs to employees and will continue to 
grow as new hires share in pension costs 
 

 “Other Post Employments Benefits” (OPEB) continue to be fully 
funded including the actuarial change to not have current employees 
subsidizing retirees.  OPEB are mainly for health benefits for retirees 
of roughly $115 a month for Miscellaneous retirees and up to an 
additional $130 to $225 a month for Fire and Police retires. 

 
Self-Insurance Fund 
 
The reserve for Self-Insurance Fund has been declining over the past several 
years.  In an effort to supplement its reserves, a one-time General Fund 
contribution in the amount of $2.0 million was made during the 2015-16 fiscal 
year, an ongoing $300,000 increase in 2016-17 fiscal year and an additional 
$100,000 each year after that through the five year forecast. 
 
Building Maintenance 
 
As City buildings age, more maintenance is required.  For the 2016-17 fiscal 
year, $500,000 will be budgeted annually for building maintenance projects 
and an additional $100,000 for each of the next three fiscal years.  These 
past few years, building maintenance projects have been funded through the 
availability of year-end carryover.  This budget moves the funding back into 
routine operational expense. 
 
Use of One-Time Reserves 
 
The City’s current balance for the Economic Anomaly Fund is $14.5 million.  
The funding policy for the Economic Anomaly Fund is 10% of the combined 
General Fund, Parks and Recreation Fund, Cultural Arts Center Fund, Animal 
Control Fund and Emergency Medical Services Fund net adopted 
appropriation level or about $19.3 million. This reserve provides some 
flexibility to smooth out economic savings, one-time loss of major revenue 
streams, buffer the loss of State and federal revenues and support City 
operations during emergencies such as disasters. 
 
Enterprise Operations 
 
The utility related enterprise funds-Water, Refuse and Sewer will seek 
consumer price index increases through the Proposition 218 hearing process.  
The Water and Sanitation Funds have had approved rate increases to fund 
additional infrastructure and, in the case of Sanitation, to expand the “green 
waste” program.  The Sewer rates have not been changed since July 2011. 
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CONTACTING THE CITY’S FINANCIAL MANAGEMENT 
 

This financial report is designed to provide our citizens, taxpayers, customers, 
and investors and creditors with a general overview of the City’s finances and 
to demonstrate the City’s accountability for the money it receives.  If you have 
any questions, about this report or need additional financial information, 
contact the City of Torrance Finance Department, 3031 Torrance Blvd., 
Torrance, California 90503. 
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Zamperini Field - Torrance Municipal Airport
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44th Armed Forces Day Parade
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Stanley Remelmeyer Cable Building
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N
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Special Revenue Funds are used to account for 
the proceeds of specific revenue sources (other 
than expendable and nonexpendable trusts) 
that are restricted by law to expenditure for 
specified purposes.

The PARKS AND RECREATION FACILITIES FUND is used 
to account for the revenues and expenditures in connection 
with the City’s park and recreation facilities tax.

The RENTAL ASSISTANCE PROGRAM FUND is used to  
account for the operations of the Federal rental assistance 
program which provides relief for lower income families.

The SEISMIC EDUCATION FUND is used to account for  
the training and developing of the City’s staff on seismic 
activities.

The STREET LIGHTING ASSESSMENT FUND is used to 
account for the revenues and expenditures associated with 
the maintenance and use of the City’s street lighting system.

The DRAINAGE IMPROVEMENT FUND is used to account 
for the revenues and expenditures in connection with the 
improvement of the City’s drainage system.

The PARKS REHABILITATION AND OPEN SPACE FUND 
is used to account for the resources generated by a fee  
imposed on new dwelling construction and certain  
remodeling of dwellings.

The PROPOSITION A FUND is used to develop and improve 
local public transit, paratransit and related transportation 
infrastucture.

The PROPOSITION C FUND is used to improve transit 
service and operations, reduce traffic congestion, improve 
air quality, efficiently operate and improve the condition 
of the streets and freeways utilized by public transit and  
reduce foreign fuel dependence.

Non-Major Special Revenue Funds
MEASURE R LOCAL RETURN AND HIGHWAY FUND is 
used for planning, right of way acquisitions, engineering, 
administration, construction, improvement, maintenance, 
and operation of public streets and roads, highways and 
exclusive public mass transit guide ways. 

The VANPOOL RIDESHARE FUND is used to account for 
rideshare revenues from Prop C and fares, and to account 
for rideshare expenses.

The BICYCLE TRANSPORTATION FUND is used to ac-
count for the revenues and expenditures in connection 
with the City’s bicycle transportation program.

The ANIMAL CONTROL FUND is used to account for  
animal licenses, permits and operations of the Animal 
Control Program.

The DEVELOPMENT IMPACT FUND is used to account 
for the transportation, utility undergrounding, sewer, 
storm drain, Police & Fire impact fees that will be used 
to finance facilities identified by the study’s needs list.

The GEOLOGIC HAZARD ABATEMENT FUND is used 
to account for the costs of installation and construction 
of improvements necessary to the prevention, mitigation, 
abatement, or control of a geologic hazard within the City.

The STATE GAS TAX STREET IMPROVEMENT FUND 
is used to account for the State gasoline tax revenues  
received from the State which are used for maintenance 
and improvement of the City’s streets.

The AIR QUALITY MANAGEMENT DISTRICT FUND 
is used to account for City compliance with air quality  
management regulations.

The MEADOW PARK PARKING LOT DISTRICT FUND 
is used to account for the revenues and expenditures 
generated through the cleaning and maintenance of the  
Meadow Park parking lot district.

The POLICE INMATE WELFARE FUND is comprised of 
any money, refund, rebate or commission received from a 
telephone company or pay telephone provider when the 
money is attributable to the use of pay telephones which 
are primarily used by inmates while incarcerated.

The GRANTS AND DONATION FUND is used 
to account for monies received for the purpose of 
providing educational, cultural and recreational 
needs of the community and for specific infrastructure 
projects.

The COMMUNITY DEVELOPMENT BLOCK 
GRANT FUND is used to account for the funds  
allocated by the US Department of Housing and 
Urban Development to the City for community 
and infrastructure development.

The FEDERAL HOUSING AND REHABILITATION 
FUND is used to account for the activities of the Federal 
Housing and Rehabilitation Grant.

The ASSET FORFEITURE FUND is used to account for  
resources used solely for investigation, detection and  
prosecution of criminal activities. This includes the purchase 
of equipment, investigation training, and developing/acquir-
ing personnel resources.

The PROPOSITION 1B FUND is used to account for monies 
received from the State out of the state general obligation 
bonds for the purpose of providing roadway extension,  
rehabilitation and reconstruction.

The DNA SAMPLING FUND is used to account for DNA 
sampling of arrestees that is reimbursed by the State. 

v D E P A R T M E N T  O F  F I N A N C E v
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Torrance Beach

 

Non-Major Capital Project Funds
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The Capital Project funds are used to account for resources used for the acquisition or construction of major capital 
facilities, except for those financed by certain Special Revenue and Proprietary Funds.

The CAPITAL IMPROVEMENT FUND is used to account for construction of street improvements, 
storm drain and building improvements and other capital projects within the City.
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Wilson Park
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The Debt Service funds are used to account for the accumulation of resources for, and the payment of, principal and 
interest on specific long-term obligations of the City.

The TORRANCE DEBT SERVICE FUND is used to account for debt service related to certificates of 
participation issued to provide for the refinance of a lease obligation that financed certain facilities and 
capital improvements within the City and the acquisition of real property for a regional transit center.

Non-Major Debt Service Funds

v D E P A R T M E N T  O F  F I N A N C E v
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James Armstrong Theatre
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Fleet

 

Internal Service Funds

The Internal Service funds are used to account for financing of goods or services provided by  
one City department to other departments of the City and to other governmental units on a  
cost-reimbursement basis.

The SELF-INSURANCE FUND is used to finance and account for the City’s risk  
management and self-insurance programs.

The FLEET SERVICES FUND is used to finance and account for the City’s vehicular 
equipment.

The POSTEMPLOYMENT FUND is used to account for interfund charges to the City’s 
departments for postemployment benefits.
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City’s Sports Complex

 

The Agency funds are used to account 
for assets held by the City in a fiduciary 
capacity for individuals, governmental 
entities and others.

Agency Funds
The SPECIAL DEPOSITS FUND 
is used to account for private  
donations, deposits and other funds  
disbursements on projects of the 
general government.

The FLEXIBLE BENEFITS FUND is 
used to account for unspent pre-tax 
benefits funds collected from the 
participating employees of the City.

The ENVIRONMENTAL TRUST 
FUND is used to account for 
the cost of analysis and evalua-
tion of air pollutants potentially 
derived from refineries.

v D E P A R T M E N T  O F  F I N A N C E v

The PROPERTY ROOM EVIDENCE 
FUND is used to account for the  
safekeeping and disbursement of 
evidence held in the Police 
property room.

The TORRANCE TOURISM BUSI- 
NESS IMPROVEMENT DISTRICT 
FUND is used to account for funds 
contributed by lodging businesses 
to market the area, including 
promotional activities, special 
events, and programs in order to 
increase business.

A
gency Funds
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Statistical Section
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