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Summary: Torrance, California; Appropriations

years to approximately 147,000,

Assessed value (AV) has grown by a modest average over the past several fiscal years. Unlike many California cities,
Torrance experienced a mild AV decrease in fiscal 2011. AV is $24 billion in fiscal 2014.

Very strong budgetary flexibility
Torrance has consistently maintained, what we consider, very strong budgetary flexibility. Audited fiscal 2013
indicates a $35.663 million available reserve, or about 22% of expenditures and, what we consider, recurrent transfers
out. The fiscal 2014 budget is currently balanced; based on previous years of performance and management
expectations, we do not expect a major draw on reserves such that they would decrease below 15%. Torrance has

' some receivables based on a loan with the former redevelopment agency; we, however, understand those receivables
are offset in the nonspendable portion of general fund reserves. Therefore, we do not view available reserves as having
any remaining questionable receivables.

Strong budgetary performance

We view budgetary performance as strong with relatively balanced general fund and total governmental funds
operations in fiscal 2013. We expect similar performance in the medium term. General fund revenue is split relatively
evenly between three major revenue sources: sales, property, and utility users taxes.

Strong management conditions

We consider Torrance's management conditions strong with "good" financial management practices under its

Financial Management Assessment methodology, indicating financial practices exist in most areas but that governance
officials might not formalize or regularly monitor all of them. Highlights include management's comprehensive revenue

and expenditure assumptions that feed into five-year financial projections and capital-outlay planning. Torrance lacks
a formal debt management policy.

Very strong liquidity

Torrance has, what we consider, a very strong liquidity position with total government cash of more than 90% of total
governmental funds expenditures and well in excess of 120% of total governmental funds debt service. We also view
Torrance as having strong access to the external market due to its history of issuing COPs, tax and revenue
anticipation notes, and tax allocation debt over the past years.

Strong debt and contingent liability position

In our opinion, Torrance's debt and contingent liability position is strong with low debt service carrying charges of less
than 8% and net direct debt of about 46% of total governmental funds revenue. Torrance benefits from having, what
we consider, low overall market value net debt that ié below 3%. We, however, view the city's annual pension

contributions a large 18.3%. Torrance has built expected increased pension contributions into its budget for its forecast
years.

Torrance participates in the California Public Employees' Retirement System; it has consistently made 100% of the
annual required contribution. Torrance also has an other postémployment benefits (OPEB) health plan. Pay-as-you-go
OPEB costs are, what we view as, a modest 1.2% of governmental fund expenditures. We understand that Torrance
has not established a separate OPEB trust but that it has set aside $3 million to support these costs.
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Strong Infrastructure Framework
We consider the Institutional Framework score for California cities required to submit a federal single audit strong.

Outlook

The stable outlook reflects Standard & Poor’s view that the strength of Torrance's built-out and established property
tax base provides a relatively stable core of tax revenue. We believe management's close monitoring of revenue trends
and use of multiyear forecasting position Torrance to respond to revenue changes so that it will likely maintain, what
we consider, its structurally balanced operations and strong reserves. We do not expect to raise the rating within the

two-year outlook period due to high annual pension contributions. We, however, could raise the rating if those costs
were to decrease over time.

Related Criteria And Research

Related Criteria
e USPF Criteria: Local Government GO Ratings Methodology And Assumptions, Sept. 12, 2013
o USPF Criteria: Appropriation-Backed Obligations, June 13, 2007

Related Research

o S&P Public Finance Local GO Criteria: How We Adjust Data For Analytic Consistency, Sept. 12, 2013
o Institutional Framework Overview: California Local Governments
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Complete ratings information is available to subscribers of RatingsDirect at www.globalcreditportal.com. All ratings
affected by this rating action can be found on Standard & Poor's public Web site at www.standardandpoors.com. Use
the Ratings search box located in the left column.
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