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A Snapshot of Torrance 

 
Population: 147,706 

Area: 21 Square Miles 
1,322 Full-time Employees 

6 Fire Stations 
1 Police Station &  

1 Police Community Center 
228 Sworn Police Employees 
145 Sworn Fire Employees 

6 Public Libraries 
47,000 Street Trees 

550 Miles of Sidewalks 
49 Parks & Recreation Amenities 

Committee Meeting of 
  March 22, 2016 

 
 
 
Honorable Chair and Members  
  of the Finance and Governmental Operations Committee 
City Hall 
Torrance, California 
 
Members of the Committee: 
 
Subject:  2nd Quarter (Mid-Year) 2015-16 Budget Review 
 
RECOMMENDATION 
 
The City Manager and the Finance Director recommend that the following items be approved by the 
Finance and Governmental Operations Committee and recommended to City Council for action: 
 
• Accept the 2nd Quarter (Mid-Year) 2015-16 Budget Review Report 
• Accept the City Treasurer’s Investment Report 
• Approve the departmental program modifications for: 
Ø Community Services  
Ø Fire  
Ø Transit  

• Approve the selection of an outside auditor  
 
EXECUTIVE SUMMARY 
 
The General Fund expenditures for each department is 57.8%, with 58.7% of the fiscal year expired. 
From July 1, 2015 through January 31, 2016, the 57.8% spending rate is comparable to the prior year 
expenditure trends of 58.0% and 57.8% in the prior two fiscal 
years. As of January 31, 2016 all departments are within 
budget. Based on mid-year results, it is estimated that there 
will be General Fund expenditure savings of 2.5% to 3.0% of 
the total budget.   
 
General Fund revenues collected through January 31, 2016, 
are $87.8 million, compared to $85.1 million and $87.8 million 
in the prior two years. Revenues received as a percent of 
budget through January 31, 2016 is 46.4%, compared to 
48.1% and 49.5% in the prior two fiscal years. Currently, 
revenues are tracking below budget by approximately 2% to 
3% compared to the prior two fiscal years.  
 
The five largest revenue sources of the General Fund (Sales 
Tax, Property Tax, Utility Users’ Tax, Occupancy Tax and Business License Tax) represent about 
80% of General Fund revenues.   
 
Sales Tax: The revenue forecast includes additional sales tax due to the renovation of the Del Amo 
Fashion Center that held a grand opening in October 2015.  As reported in the First Quarter 2016 
Budget Review, close to 90 stores opened for commerce through late November.  More businesses 
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are under construction and/or scheduled to open in the following months.)   While sales tax receipts 
are consistent with prior year levels any new activity from the “new” stores have yet to be realized.    
Data for the sales tax activity for the 4th calendar quarter (October thru December) will not be known 
until late April.  Based on receipts to date and the “advances” from the State, staff is projecting sales 
tax to be in line with budget projections. 
 
Utility Users’ Tax:  As reported in the First Quarter 2016 Budget Review, the major incident at Exxon-
Mobil last February has significantly impacted the receipt of Utility Users’ Tax (UUT) revenue. 
Exxon/Mobil is the largest user of electricity and natural gas, which generates Utility Users’ Tax to the 
City.  This incident has reduced UUT revenues in the neighborhood of approximately $250,000 - 
$300,000 a month, with an estimated adverse annual impact of approximately $3.5 to $4.0 million. 
During the May 2015 budget workshops, staff recommended relying on expenditure savings to offset 
the shortfall in UUT revenues and should those savings not be sufficient, staff recommended using 
funds from the Economic Anomaly Reserve.  At this time, staff is projecting that funding from the 
Reserve would not be required.   
 
The General Fund’s second largest revenue source, Property Tax is in line with projections.  
Occupancy Tax is tracking better than by about 5-8% while Business License Tax has just started the 
annual renewal process in January.   
 
Overall General Fund Revenues are projected to meet budget estimates by fiscal year-end.  
 
Enterprise Fund: 
 
Overall, the budget for enterprise funds remains balanced. Both the Water Enterprise Fund and the 
Sewer Enterprise Fund are impacted by the State mandated water conservation efforts.  Revenue for 
both funds are projected to be below budget by fiscal year end.  The Water Fund will realize lower 
costs for water purchases, along with other expenditure savings, and should be within budget at fiscal 
year-end.  The Sewer Fund will also have other expenditure savings and should be within budget by 
fiscal year-end. 
 
ECONOMIC OUTLOOK 
 
The economy continues to grow, albeit slowly, and the current expansion has exceeded 80 months. 
The Gross Domestic Product (GDP) for the United States for the calendar year 2015 is 2.4% above 
prior year.  The 4th quarter (Oct - Dec) increased at an annual rate of 1.0% over the 3rd quarter. The 
economy continues to expand. With continued growth, revenue streams to the City improve and, 
therefore, the budgetary outlook for the City is somewhat optimistic.  
 
There are many economic indicators (Consumer Price Index, unemployment, consumer confidence, 
stock indexes, business inventories and gasoline prices) that are positive.  However, world events 
continue to dampen the growth of the U.S. economy.   
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The Consumer Price Index are indicators of the growth of the economy and of wages paid to wage 
earners. 
 

Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

2011 2.0% 2.6% 3.5% 3.9% 3.7% 3.3+/100 2.7% 2.7% 3.5% 3.1% 3.2% 2.2%
2012 2.1 2.1 2.0 1.3 1.5 1.5 1.9 2.5 2.2 3.2 2.1 2.0
2013 1.9 2.4 1.3 0.9 1.0 1.5 1.6 0.9 0.7 -0.3 0.5 1.2
2014 0.8 0.4 1.0 1.6 1.8 1.9 2.1 1.8 1.6 1.4 1.0 0.3
2015 -0.7 -0.4 0.2 0.0 0.9 0.4 1.2 1.0 0.4 0.7 1.4 1.9
2016 3.3 2.3

Consumer Price Index - Urban Wage Earners
12-Month Percent Change

 
 
The unemployment rate for the State has continued to decline, which is a positive factor for the 
economy.  The unemployment rate is a major economic indicator that signals that the economy is 
growing at a steady rate.  The Federal and State 
unemployment rates are improving; the January 2016 rates 
were 4.9% and 5.7%, respectively, compared to 5.7% and 
6.9% in January 2015.  The ideal goal for U.S. unemployment 
is around 4% and, at that number, the country would be 
considered fully employed; however, this is of little consolation 
for those who are seeking employment.  The unemployment 
rate for Torrance is currently at 4.1%, which is up 0.5% from 
January 2015 and is well below the National, State, and 
County of Los Angeles averages, as well as some of our 
neighboring cities.  
 
The following table with data from January 2016, shows the 
total workforce by agency and the amount of unemployed 
workers. Included in the unemployed statistics are those workers who are seeking employment, those 
who are unable to work for various reasons (e.g. disabled etc.) and those who are eligible to work but 
are not actively seeking employment.  
 

Agency Labor Force Employment Unemployed 
Unemployment 

Rate 
Los Angeles County 4,988,00 4,697,000 291,000 5.8% 
Carson 46,600 43,100 3,600 7.7% 
Gardena 29,900 28,100 1,800 5.9% 
Glendale 99,,200 93,400 5,700 5.8% 
Hawthorne 43,300 41,000 2,300 5.3% 
Inglewood 53,600 49,400 4,200 7.9% 
Santa Monica 55,400 52,600 2,800 5.0% 
Torrance 77,600 74,400 3,200 4.1% 
 
 
 
 
 
 

January 
Unemployment  

Rate 

 
 

2016 

 
 

2015 
Federal Government 4.9% 5.7% 
State of California 5.7 6.9 
Los Angeles County 5.8 7.9 
Carson 7.7   7.5 
Gardena 5.9 7.0 
Glendale 5.8 6.5 
Hawthorne 5.3 9.8 
Inglewood 7.9 9.4 
Santa Monica 5.0 6.1 
Torrance 4.1 3.6 
 

the ecomony isthe economy is
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The consumer spending confidence remains relatively strong, hovering around 92.0 
 

 
 
 
The Dow Jones Industrial Average (DJIA) is trading above 17,000 which is about 1% from the 52 
week high, compared to 6,547 in 2009.   
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Business inventories at December 2015 are holding at 1.39 inventories to sales ratio, which is slightly 
higher than the 1.30 one year ago. From an economist perspective, a downward trend reflects that 
sales are outpacing production to replenish inventories, generally indicating a more healthy economy 
because companies will increase production by adding work hours to the existing work force or hire 
additional workers to maintain inventory levels.  During the recession, inventory levels rose quickly 
and peaked at ratio 1.48.   
 

 
 
 
Even though not an economic indicator, the cost per gallon of gasoline does affect discretionary 
income to middle class families.  Over the last two years, the average cost of retail regular unleaded 
fuel for the Los Angeles area declined from $3.51 per gallon to $2.57 per gallon. Nationally, the 
average ranged from $2.47 per gallon to a low of $1.75 per gallon.  As seen in the chart below, retail 
gas prices have significantly declined over the last two years.  In recent months, prices have begun to 
increase as gas producers begin to reduce the availability. In March, the gas price for the Los Angeles 
County area continues to reflect higher prices than the U.S. national average. 
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BUDGETARY HIGHLIGHTS AND CONCERNS 
 
Water and Waste Water Rates 
 
Ø In 2011, the City Council approved the implementation of a five year rate plan at a public 

hearing in accordance with Proposition 218. Under Proposition 218, municipal utility rates and 
waste water (sewer) rate structures must be reevaluated at least every five years. A 
comprehensive rate study is in process and is currently undergoing revisions. Torrance water 
rates are generally significantly lower than those of neighboring agencies and it is expected 
that the findings and recommendations will be presented to Council in late summer 2016.  

 
Ø Currently, the wastewater function is operating at a deficit due to increases in operating costs, 

more stringent regulatory requirements, additional monitoring and reporting mandates and the 
financial impact of a number of recent sewer spills. The current waste water (sewer) rate 
structure has been in place for approximately 25 years.   A rate study is in the process of being 
finalized and will be presented to City Council for consideration in the spring of 2016. 

 
Work Force 
 
Ø The City is experiencing an increase in employee retirements and staff turnover as the current 

workforce ages and other agencies are hiring throughout the region.  The departure of tenured 
and experienced employees may have an adverse impact on City operations since it takes 
time to hire and train employees new to the City.  The retention and transfer of institutional 
knowledge is essential for employee development and continuity of service delivery.  With the 
overall economy improving, many cities are aggressively hiring and seeking to attract tenured 
professionals within the public sector.  During the past year, several recruitments had to be 
extended or re-advertised, and some exams were run more frequently. The overall experience 
with recruitments over the prior year indicates a shortage of viable qualified candidates to fill 
vacancies. On-going vacancies create the need for constant recruitment and training with 
added costs for the City.   

 
Ø Since the California Public Employees' Pension Reform Act (PEPRA) took effect in January 

2013, many changes have impacted CalPERS retirement and health benefits for future 
employees.  As a result of PEPRA, tenured employees at other public sector agencies are 
reluctant to leave in order to avoid a reduction in pension formula, lower vacation accruals and 
higher employee contribution rates for new hires.    

 
Cultural Arts Center 
 
Ø As discussed at the 2015-16 First Quarter Budget Review, staff has continued to monitor the 

discounted rate program at the Cultural Arts Center. Growth in the program has been 
observed, yet overall revenues throughout the Center have not shown the same development. 
Although revenue totals are projected not to meet budget by year-end, the discounted rate 
program for non-prime hours at the Cultural Arts Center has shown steady growth since its 
inception on July 1, 2014. Staff recommends to continue the discounted rate program, and to 
focus marketing efforts towards prime rental hours.  
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