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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 
  November 10, 2015 

 
 
Honorable Chair and Members  
  of the Finance and Governmental Operations Committee 
City Hall 
Torrance, California 
 
Members of the Committee: 
 
Subject: First Quarter 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 First Quarter 2015-16 Budget Review Report 
 Accept the City Treasurer’s Investment Report 
 
EXECUTIVE SUMMARY 
 
The 2014-15 fiscal year ended with General Fund sources (revenues, transfers –in & uses of fund 
balance)) exceeding uses (expenditures & transfers-out) by $699,000 (excluding market value of 
investments). Sources at fiscal year-end totaled $173.3 million, or 98.0% of the budget of $176.8 
million.  Uses at fiscal year-end totaled $176.1 million, or 97.2% of the budget of $181.2 million. The 
shortfall in revenues was primarily due to sales and utility users’ tax, which were $4.6 million below 
budget projections. The budgeted savings in expenditures of approximately 2.8% was primarily due to 
vacancies (0.8%) and savings in non-wage areas (8.3%). 
 
At year-end, expenditures for all enterprise funds were within budget. However, revenues for one of 
the Enterprise funds is worth noting: 
 
Fund Budget Revenues Actual Revenues Variances % Received 
Cultural Art Center $2,099,597 $1,871,023 ($228,574) 89.1% 
     
     
The allocation of year-end carryover was approved by the Council on May 19, 2015, where the 
Council allocated $698,000 to fund capital projects. The actual carryover totaled $699,203.  Staff is 
recommending to use all of the carryover for capital projects.  
 
In July 2014, a discounted mid-week rate program was 
implemented to create incentives to enhance usage of the 
Cultural Arts Center (CAC) facility during off-peak hours. The 
program, in its infant stage, is struggling to reach anticipated 
projections. The program is under review and changes, if 
necessary, will be presented at mid-year.  
  
Fiscal year 2015-16 expenditures for all departments, as of 
September 30, 2015, are at 27.5% expended or 23.7% 
expended if one-time transfers are excluded, compared to 
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25.1% of the year expired. General Fund expenditures for the 1st quarter are comparable to the same 
time period of the last two fiscal years, or 25.5% and 22.8%, respectively. 
 
General Fund revenues collected through September 30, 2015, are $21.3 million, compared to 
$16.8 million and $20.7 million in the prior two years. The year-over-year increase in actual revenues 
received is due to the City Council’s one-time funding (from the Boundary Mitigation Fund) of 
$3 million to reduce pension liability in the Public Employees’ Retirement System (PERS). 
 
Revenue receipts for the first quarter do not necessarily provide a “clear” picture of revenue receipts 
for the full fiscal year.  Revenues for the City are seasonal and major revenues such as property taxes 
are not received until December and January; sales taxes for the July-September quarter are not 
finalized until mid-December; receipts for business license taxes begin in January during the 
beginning of the annual renewal period; and several of the revenues received are for the previous 
fiscal year but are received during the first quarter.   
 
The three “core” revenue sources of the General Fund (Property Tax, Sales Tax, and Utility Users’ 
Tax) represent about 70.0% of the overall General Fund revenue budget.  As discussed earlier, 
property taxes for secured and unsecured property rolls are not received until December and the 
property taxes related to the State’s Vehicle License Swap and the “triple-flip” sales tax will not arrive 
until January (note that the “triple-flip” ends next fiscal year).   
 
Utility Users’ Tax (UUT) continues to lag below budget estimates as the impact of the explosion at the 
ExxonMobil Refinery on February 18, 2015, is having a downward impact on the UUT for electric, gas 
and water. A subsequent emergency event occurred this fiscal year, which is believed to also 
contribute to the UUT decline.  
 
It is unclear at this time if Sales Tax receipts will meet budget projections.  Sales tax activity for the 1st 
fiscal quarter (July thru September) will not be known until mid-December when the City receives the 
“true-up” payment from the State.  Sales Tax projections include the revitalization of the Del Amo 
Fashion Center that held a grand opening in October.  Close to seventy (70) of the nearly 100 stores 
and restaurants have already opened their doors for business, including the two-story Nordstrom’s.  
An additional seventeen (17) new stores are scheduled to open by “Black Friday”. The Maserati 
dealership will soon open just a few blocks down from the Ferrari dealership. Ganal Lumber will also 
be home in Torrance as well as a larger and improved Costco, which all will bring in additional sales 
tax receipts to the City.  
 
While “core” revenues represent about 70% of General Fund revenues, business licenses, franchise 
fees and occupancy taxes represent an additional 14% of General Fund revenues.  Occupancy Tax 
revenues through the 1st quarter are tracking above budget estimates and, if the trend continues, are 
projected to exceed budget estimates by fiscal year-end.  Business License Tax receipts will begin to 
arrive in late January 2016 and the bulk the of franchise fees for the City’s utility providers will arrive in 
April.  
 
Licenses, permits and construction taxes are tracking below budget for the 1st quarter but indicators 
suggest that these revenue sources should approximate budget at year. Projects such as the new 
Maserati dealership, Costco, completing phase 1 and the beginning of phase 2 of the Del Amo 
Fashion Center, and additions to the Del Amo Financial Center are anticipated to generate significant 
construction related tax revenues for the City this fiscal year.   
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Economic Outlook 
 
The Gross Domestic Product (GDP) for the United States for the 2nd calendar quarter of calendar year 
2015 grew by 3.9%.  While the 1st quarter GDP increased by 0.2%.The increase in the second quarter 
primarily reflects positive contributions from personal consumption expenditures, exports, private 
inventory investments, state and local government spending and residential fixed investment. The 
economy continues to expand and, as it does so, revenue streams to the City will improve. The 
budgetary outlook for the City is once again cautiously optimistic.  
 
There are many economic indicators that are positive: growth in retail sales (particularly automobile 
sales), increases in hotel room bookings (due to increased tourism) and upward movement in the 
average daily rates, modest increases in home sales in Southern California and improvements in 
employment.   
 
Over the last two years, the average cost of retail regular unleaded fuel at the pumps for Californians 
declined from $4.32 a gallon to $2.94 per gallon. As seen in the chart below, retail gas prices have 
had many fluctuations over the last two years hitting a low in January 2015 of $2.48. In recent months, 
prices have declined and have fallen below $3.00 per gallon in October. Los Angeles County 
continues to reflect higher prices than the U.S. national average. 

 
 
The consumer spending confidence remains relatively strong, hovering around 92.1. A consumer 
spending confidence index of 92.1 suggests that consumers are more optimistic over current and 
future conditions. 
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The Dow Jones Industrial Average (DJIA) is trading above 17,200. This is a level where the DJIA has 
hovered around for the past couple of months. The DJIA is a price-weighted index, which measures 
the daily price movements of select stocks. A high DJIA suggest that the stock market is healthy, 
which is another indicator of the condition of the economy. 
 
 

 
 
 
Business inventories at August 2015 are holding at 1.37 inventories-to-sales ratio, which is slightly 
higher than the 1.31 one year ago. From an economist perspective, a downward trend reflects sales 
that are outpacing production to replenish inventories, generally indicating a more healthy economy 
as companies will increase production to maintain inventory levels by adding work hours to the 
existing work force or by hiring additional workers.  During the recession, inventory levels rose quickly 
and peaked at ratio 1.48.   
 
Federal Reserve Economic Data 
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The unemployment rate for the State has continued to 
decline, which is positive for the economy.  The 
unemployment rate is a major economic indicator and signs 
show that the economy is growing at a slow but steady rate.  
The Federal and State unemployment rates are improving; 
the September 2015 rates were 5.1% and 5.9%, 
respectively, compared to 5.9% and 7.3% in September 
2014.   
 
The unemployment rate for Torrance is currently at 4.3%, 
which is up approximately 0.5% from September 2014 and is 
well below the National, State, and County of Los Angeles 
averages, as well as some of our neighboring cities. Many economist suggest that the 4% 
unemployment rate represents full employment as they are factoring out citizens who are not actively 
searching for employment such as students, disabled individuals, etc. The following table (September 
2015) shows the total work force by agency and the amount of unemployed workers. Included in the 
unemployed workers statistics are those workers who are seeking employment, those who are unable 
to work for various reasons (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 5,029,000 4,703,000 326,000 6.5% 
Carson 47,000 43,300 3,700 7.9% 
Gardena 30,100 28,200 1,800 6.2% 
Glendale 99,800 93,800 6,000 6.0% 
Hawthorne 43,600 41,200 2,400 5.5% 
Inglewood 54,000 49,600 4,400 8.1% 
Santa Monica 55,700 52,800 2,900 5.2% 
Torrance 78,000 74,700 3,300 4.3% 

 
 
As of the 1st Quarter Budget Review, revenues for the General Fund are above last year and are 
expected to meet budget projections. The economy is expected to grow modestly, which is 
incorporated in the budget forecast for revenues. As mentioned above, because the core revenues 
are primarily received in the second and third quarter of the fiscal year, the revenue sources will be 
monitored to assure that no additional adjustments are needed to the existing forecast.  
 

September 
Unemployment  

Rate 

 
 

2015 
 

2014 
Federal Government 5.1% 5.9% 
State of California 5.9 7.3 
Los Angeles County 6.5 8.0 
Carson 7.9  7.8 
Gardena 6.2  7.3 
Glendale 6.0 6.7 
Hawthorne 5.5 10.2 
Inglewood 8.1 9.8 
Santa Monica 5.2 6.4 
Torrance 4.3 3.8
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Budgetary Highlights and Concerns  
 

 Del Amo Fashion Center 
 
 On October 2015, the Del Amo Fashion Center (DAFC) was officially opened as 

Nordstrom’s hosted the grand opening that was well attended. DAFC includes nearly 100 
new stores and restaurants with 66 of them already active. High-end stores such as Kate 
Spade, Hugo Boss, Coach, Michael Kors and some great eateries such as Bazille, Din Tai 
Fung, and Great Maple, just to mention a few. Seventeen (17) new stores are targeted to 
open this year by “Black Friday”.  The 2nd phase of the DAFC development has begun, 
which will include revitalizing the south end of the center.  
 

 

 
 
 

 
 Water and Sewer Rates Increases 

 
 In 2011, the City Council approved a five year water rate plan to establish municipal water 

rates through March 2016. Under Proposition 218, municipal utility rates and waste water 
(sewer) rate structures must be reevaluated at least every five years, in accordance with 
Proposition 218 requirements including cost of service criteria. The current waste water 
(sewer) rate structure has been in place for approximately 25 years. 
 

 Both the water and waste water rates studies are in process, and it is expected that the 
findings and recommendations of both studies will be presented to City Council for 
consideration in the first quarter of 2016. 
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 ExxonMobil 
 
 On September 30, 2015, it was reported that ExxonMobil was purchased by PBF Energy 

(a New Jersey based refining company) at a price of $537.5 million. Staff is monitoring the 
financial impact of the sale on the City’s revenues stream.  
 
Currently, the property has not been recorded on the County Assessor’s Tax roll so the 
financial impact is unknown at this time. After speaking with County representatives, 
indications are that the sale (from a property tax perspective) would have limited financial 
impact. ExxonMobil has reported that the nearly 1,400 employees (1/2 employees and1/2 
contractors) will all be retained by PBF Energy.  
 
Prior to the sale of ExxonMobil, staff had projected that the fiscal impact of ExxonMobil 
shutting down the refinery due to the explosion would be nearly $500,000 to $700,000 per 
month. Although the City’s UUT revenue has not experienced the aforementioned 
reduction levels, the actual impact has been in the range of $250,000 to $300,000 a 
month. It still remains unclear when the refinery will return to “full” operations and how the 
change in ownership will impact City revenue streams.  Staff is closely monitoring the 
activities at ExxonMobil and continues to recommend that loss of revenue be treated as 
one-time in nature and use expenditure savings from the current fiscal year offset any 
revenue loss.  
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