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9. PARKS AND RECREATION

EXECUTIVE SUMMARY

The Los Angeles County Department of Parks and Recreation and the Los Angeles City Depart-
ment of Recreation and Parks provide leadership for healthier communities, environmental stew-
ardship, community connection and partnership in their promotion of social, recreational and cul-
tural opportunities. Citizens of the Los Angeles area are blessed with many beautiful parks, golf
courses, and mountain hiking trails. However, many park managers expressed concern that due
to economic constraints, maintenance and improvements were limited.

In its 2009-2010 Report, the Los Angeles County Civil Grand Jury (the Grand Jury) expressed
concern regarding security especially in those parks which were not equipped with photo camera
surveillance and adequate lighting. The 2012-2013 Grand Jury initiated an investigation to de-
termine conditions in some of the parks visited by the 2009-2010 Grand Jury. This investigation
was limited to 12 of the 29 parks visited in 2009-2010. As discussed below, conditions in the
visited parks have improved significantly and both the City and County are to be commended in
this regard.

COMMENDATIONS

9.1 The County Department of Parks and Recreation and the City Department of Rec-
reation and Parks are to be commended for the general level of maintenance and acces-
sibility of the parks visited by the Grand Jury.

RECOMMENDATIONS

9.1 The County Department of Parks and Recreation and the City Department of Rec
reation and Parks should provide an operations manual to all park managers.

9.2 The County Department of Parks and Recreation should display the United States
flag at Bethune Park, DeLongpre Park and Ted Watkins Park.

9.3 The County Department of Parks and Recreation should provide greater security at
Kenneth Hahn State Recreation Area.

9.4 The Los Angeles City Department of Recreation and Parks should improve rest-
room facilities at Lincoln Park.

METHODOLOGY

The Grand Jury created an inspection checklist identifying key criteria for measuring conditions
in the parks visited. The checklist included location of a flag pole, restroom maintenance, dis-
ability accessibility, playground and trail conditions, irrigation conditions, etc. A copy of the
checklist is in the appendix to this report.

The Grand Jury visited the following parks:
Athens Park, 12603 South Broadway, Los Angeles;
Bethune Park, 1244 East 61% Street, Los Angeles;
Bronson Canyon Park, 3200 Canyon Drive, Los Angeles;
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DeLongpre Park, 1350 North Cherokee Drive, Los Angeles;

George Washington Carver Park, 1400 East 118" Street, Los Angeles;

Kenneth Hahn State Recreation Area, 4100 South La Cienega Boulevard, Los Angeles;
Ladera Park, 6027 Ladera Park Avenue, Los Angeles;

Lincoln Park, 3501 East Valley Boulevard, Los Angeles;

MacArthur Park, 2230 West 6" Street, Los Angeles;

Jesse Owens Community Regional Park, 9651 South Western Avenue, Los Angeles;
Ted Watkins Park, 1335 East 103" Street, Los Angeles; and

Yvonne B. Burke Senior & Community Center, 6027 Ladera Park Avenue, Los Angeles.

FINDINGS

The 2009-2010 Grand Jury found that some of the parks visited were poorly lighted, had inoper-
able irrigation and water circulation equipment, restrooms out of order and staff without name
badges. Security and graffiti were also identified as issues. The 2012-2013 Grand Jury saw a
very different view. The Grand Jury was usually impressed with the condition of restrooms,
lighting, irrigation, graffiti abatement and a reduction in reported gang activity. The Grand Jury
did find however that many parks did not have an operations manual.

The Grand Jury notes the following:

Athens Park — facilities at this park were excellent and well maintained. The park also offered
“Tiny Tot University,” a children’s program for 3-5 year olds. Management of this park is to be
commended for its programs and maintenance.

Bethune Park - the park is well maintained with no evidence of graffiti or gang activity. The
Sheriff patrols are regular and effective. In addition to a newly constructed swimming pool, the
park offers programs for youth that include computer classes, a Toy Loan program, teen pro-
gram, snack program and skate and youth karate programs.

Bronson Canyon Park — the park is well maintained with effective speed bumps to control ve-
hicular traffic. A nice playground area for children and no apparent gang activity. The United
States flag should be displayed.

DeLongpre Park — the park is well maintained with controls in place to manage issues related to
the homeless. The U.S. flag should be displayed.

George Washington Carver Park — this park was well maintained and all facilities were clean and
operational.

Kenneth Hahn State Recreation Area — this is a State park and that is managed and operated by
the County Department of Parks and Recreation. This park is very inviting for visitors. Routine
patrols by the Sheriff’s Department provide security. The park is clean, play grounds are well
maintained and pet waste stations are available. A fish-stocked lake is very inviting and families
were observed to be enjoying it. The Japanese Garden is very attractive and used for weddings
and other special events. The Kenneth Hahn Walking Club offers daily walking in the park and
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members also inform park management of trail conditions and any inappropriate activities at the
park. The park’s entry kiosk is located a significant distance from the park headquarters. Since
entry fees are collected, a higher level of security protection for park personnel working at the
park entrance should be provided.

Ladera Park — this park is well maintained and inviting. The Yvonne B. Burke Senior Center is
adjacent to the park.

Lincoln Park — this park offers daily exercise programs for seniors but the park itself is in need of
improvement. Graffiti was in evidence and the swimming pool has been closed for the past three
years. Additional lighting is needed for safety during evening operations. The public restrooms
are closed due to vandalism. All plumbing fixtures were stolen and the public does not have ac-
cess to the restrooms. The Grand Jury recognized significant problems exists at the park which
causes major inconveniences to the public

MacArthur Park — the park is located in the center of a large commercial area. The park offers
an inviting lake and band shell but maintenance attention should be given to inoperative drinking
fountains outside the playground area and to tree trimming. While substantial usage of the park
is a good thing, it does make maintenance challenging. Overall, the park is well managed.

Jesse Owens Community Regional Park — the park is quite large and well maintained with a
daily swimming pool program. The Sheriff’s Department patrols regularly and there is no evi-
dent gang activity.

Ted Watkins Park — the park is well maintained and the park supervisor is very involved in of-
fered activities. No U.S. flag was seen.

Yvonne B. Burke Senior & Community Center - the senior program operates in conjunction with
the adjacent Ladera Park. The senior center offers outdoor exercise equipment, special dance
classes and a hot soup program, whereby hot soup is provided for a minimal charge of $1.00.
Seniors exercise in the Center and special dance classes are provided. The Center also has an at-
tractive and very clean walking trail. Outdoor exercise equipment is available which the seniors
often utilize. The Center is well-maintained.

REQUIRED RESPONSES
Recommendation Responding Agency
9.1,9.2,9.3,94 Los Angeles County Department of Parks and Recreation

9.1,9.2,9.395 Los Angeles City Department of Recreation and Parks
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GLENDALE WATER & POWER AND PROPOSITIONS 218 AND 26

EXECUTIVE SUMMARY

In response to a letter from a concerned citizen, the 2012/2013 Los Angeles County Civil Grand
Jury (hereinafter “Grand Jury”) initiated an investigation into whether the City of Glendale
(sometimes hereinafter “the City”) could be in violation of Article XI1IC and Article XIIID of
the California Constitution, specifically Propositions 218 and 26, by charging excessive rates and
transferring monies from Glendale Water & Power (sometimes hereinafter “GWP”), to the
City’s General Fund without the requisite two thirds majority vote of the citizens of Glendale.
As a local government within Los Angeles County, the City is within the oversight jurisdiction
of the Grand Jury.

The City takes the position that because provisions of the City Charter adopted in the 1940°s
authorize a transfer to the City’s General Fund of up to 25 per cent of the operating revenues of
Glendale Water & Power, it need not comply with Propositions 218 and 26 which require that
utility rates not exceed the cost of providing the service. The Grand Jury is concerned that the
City may be erroneously interpreting the requirements of the applicable provisions of the
California Constitution and Propositions 218 and 26 and is thus unnecessarily exposing itself to
potential legal expense should its actions be challenged. The Grand Jury is also concerned that a
proposed Special Election in April 2013 to clarify certain provisions of the City Charter will not
immunize the City from its Constitutional compliance obligations.

RECOMMENDATIONS

1. The City of Glendale obtain an independent legal opinion from outside legal counsel
specializing in municipal tax law regarding its compliance with Propositions 218 and 26.

2. The City of Glendale hold a special election and obtain the authorization by two thirds
of those voting approving the utility rates charged by Glendale Water & Power and the
transfer of funds from Glendale Water & Power to the City’s general fund.

3. The City of Glendale consider alternate sources of revenue if it is unable or unwilling
to obtain the requisite authorization of the City’s voters as suggested in 2 above.

METHODOLOGY
The Grand Jury received and reviewed a letter and supporting documents from a concerned
citizen regarding the City’s transfer of revenues from GWP to the City’s general fund. The

Grand Jury met with this concerned citizen as well as several senior representatives of the City of
Glendale. The Grand Jury also telephonically interviewed a representative of the Howard Jarvis
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Taxpayers Association regarding application of Propositions 218 and 26. The Grand Jury also
reviewed a January 6, 2010 report of the Sacramento County Grand Jury, various appellate and
trial court decisions interpreting Propositions 218 and 26, Implementation Guides for Proposition
218 and Proposition 26 produced by the League of California Cities, and other materials
provided to it by the City of Glendale.

BACKGROUND

Glendale Water & Power provides water and electric service to property owners and citizens of
Glendale. Under certain provisions of the City’s Charter, the City is permitted to transfer up to
25 per cent of the “Operating Revenue” of the GWP “surplus fund” to the City’s general reserve
fund. No apparent effort has been made to determine the impact of these transfers on GWP’s
ability to fund needed repairs and enhancements to its infrastructure. Moreover, the City
proposes through an April 2, 2013 special election requiring only a simple majority vote to
amend and “clarify” its Charter provisions by deleting reference to and need for a GWP “surplus
fund” and other special accounts and to just maintain a general revenue fund and to establish a
budgeted item appropriation from GWP equaling 25 per cent of its operating revenues. For the
fiscal years 2007/2008 through 2010/2011, the City transferred to its general fund from GWP
electric revenues totaling approximately $75.6 Million and from water revenues approximately
$16.6 Million.

California VVoters adopt Propositions 218 and 26

On November 5, 1996, California voters adopted Proposition 218. Called the “Right to VVote on
Taxes Act,” the proposition addressed a wide range of issues relating to raising and spending
public funds, but specifically provided that cities may not charge ratepayers more for the cost of
providing utility services nor use revenue from ratepayers for non-utility purposes. Under its
provisions, fees for electrical or gas services were exempted. Further, increases in rates required
approval of a two thirds majority vote. See also Howard Jarvis Taxpayers Ass’n v. City of
Fresno (2005) 127 Cal.App.4™ 914 (charter-authorized payment in lieu of taxes by water, sewer
and trash utilities violated Prop. 218 unless cost justified) and

Howard Jarvis Taxpayers Ass’n v. City of Roseville (2002) 97 Cal.App.4th 637 (franchise fee
charged to water, sewer and trash utilities violated Prop. 218 unless cost justified).

On June 8, 2010, California voters adopted Proposition 26, the Supermajority VVote to Pass New
Taxes and Fees Act. Under Proposition 26, gas and electric service fees imposed by public
utilities constitute taxes unless they are imposed pursuant to legislation which predates its
adoption or complies with one of its exceptions such as a “charge imposed for a specific
government service or product provided directly to the payor that is not provided to those not
charged, and which does not exceed the reasonable costs to the local government of providing
the service or product.” Under Proposition 26, the City’s transfer of electric revenue to its
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general fund is evidence that the electric fees exceed the reasonable cost to provide the service
and would be impermissible unless legislation predating adoption of Proposition 26 permitted the
transfer.

FINDINGS

The City argues that Propositions 218 and 26 do not apply

In a memorandum dated July 30, 2012, the City has taken the position that a transfer of revenues
from GWP is mandated by the City Charter. The City also asserts that GWP rates have been
implemented in accordance with a formula that allows up to a 25 per cent transfer to the City
General Fund. Finally, the City argues that its transfer of GWP revenue is “grandfathered” and
pre-dates the adoption of Propositions 218 and 26.

The Grand Jury is concerned that this analysis is too simplistic and overlooks the City Charter
provision that limits the transfer from the “surplus fund” account. The Grand Jury is also
concerned that reliance on a 70 year old Charter provision that permits a transfer from operating
revenues with no methodology for calculating rates does not satisfy the requirements of
Proposition 218 or Proposition 26. Further, the proposed “clarifications” of the City Charter to
be submitted to a vote of the citizens of Glendale will not, in the view of the Grand Jury, comply
with the requirements of Propositions 218 and 26.

The City of Los Angeles lost in court making a similar argument as the City of Glendale

An argument similar to that asserted by the City was made by the City of Los Angeles in City of
Los Angeles v. All Persons Interested In The Matter of the Validity Of The Transfer Of
$29,931,300 From The Water Revenue Fund To The Reserve Fund (Fiscal Year 2006-2007) LA
Sup. Ct. Case No. BC369238. In its Final Statement of Decision filed July 2, 2009, the court
held that Proposition 218 prohibited the City of Los Angeles and its Department of Water and
Power from transferring surplus revenue derived from water service fees to Los Angeles for non-
water related purposes and that Proposition 218 prohibited Los Angeles and its Department of
Water and Power from charging fees for water or water-related services in amounts that generate
revenues greater than necessary to provide water-related services to its customers. In so ruling,
the Court specifically rejected Los Angeles’ argument that its city charter provisions authorizing
such transfers from the Department of Water and Power exempted it from compliance with
Proposition 218. The Grand Jury understands that a trial court decision may not be cited as
authority in a court filing, but the Grand Jury does find this holding as indicative of the judicial
trend in interpreting Propositions 218 and 26.

Fiscal challenges do not justify ignoring constitutional requirements
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While the Grand Jury understands the fiscal challenges facing cities such as Glendale, it is not
permissible for the City to use Glendale Water & Power as its “piggy bank” to satisfy budgetary
shortfalls. Rather, the City should consider alternate revenue sources and or submit its rate
structure for GWP to the citizens of Glendale for their approval by a two thirds majority vote in
compliance with Propositions 218 and 26.

REQUIRED RESPONSES

City of Glendale
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11. CHEVRON - EL SEGUNDO

EXECUTIVE SUMMARY

The 2012 - 2013 Los Angeles County Civil Grand Jury (Grand Jury) investigated the revenues
collected by the City of El Segundo (the City) from the oil and gas refinery owned by Chevron.
The investigation was prompted by a concern that Chevron received favored tax status which
resulted in the City not receiving revenues from Chevron’s refinery comparable to other simi-
larly situated cities within California, such as Torrance and Richmond. In addition to projected
operating deficits, the Grand Jury investigated the historic and ongoing agreements and negotia-
tions between the City and Chevron addressing a variety of tax revenues. During the course of
the Grand Jury investigation, the City announced and approved an agreement with Chevron
which the City has projected will lessen or eliminate the anticipated annual deficits for more than
a decade. The Grand Jury recommends several actions that the City implement to plan ade-
quately for a stable future fiscal environment and to increase public transparency of financial
planning.

RECOMMENDATIONS

11.1 The City should form a citizen’s committee of residents to recommend to the City man-
ager long term financial planning that insures continued fiscal stability. Given the fifteen year
term of the proposed agreement with Chevron and the resulting apparent fiscal health of the City,
waiting until the end of the current Chevron agreement to plan for future budget stability would
not best serve the City.

11.2 The City of El Segundo should conduct an annual audit of Chevron’s utility use in or-
der to better pursue revenues at the conclusion of the current agreement. This audit should be
part of the public record as opposed to the confidential audit performed by a contractor prior to
the negotiation of the current Chevron agreement.

METHODOLOGY

The Grand Jury relied upon public City and Chevron agreements and documents posted on the
City’s web site including previous ordinances and documents related to a 1994 negotiated
agreement with Chevron for utility taxes. The posting of these documents resulted from previ-
ously filed third party Public Records Act requests. In addition, the Grand Jury attended meet-
ings of the City Council beginning in September 2012 through January 2013 to hear direct public
comments and council member deliberations related to the subject of this investigation. The
Grand Jury interviewed several previous and current City employees and consultants regarding
prior El Segundo - Chevron agreements and the genesis of the City’s fiscal situation. The Grand
Jury conducted one telephone interview with a resident of EI Segundo who came forward to talk
to the Grand Jury. Attempts were made to interview members of a firm that had prepared previ-
ous revenue analyses for the City, but these attempts were not successful.
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BACKGROUND

This investigation into the relationship between the City of El Segundo and Chevron regarding
Chevron’s refinery operations was prompted by newspaper articles concerning the current and
potential future tax revenues generated by Chevron’s oil and gas refining operations and the cur-
rent and future fiscal health of the City. The newspaper articles also focused on personnel issues
between the City and its former City Manager in light of these tax issues. That personnel matter
is not the focus of this investigation and that issue remains unresolved as of this report.

History of El Sequndo

The Chevron EI Segundo refinery was built in 1911 and was the second California refinery built
by Chevron (then called Standard Oil) - hence the name “El Segundo” which means “The Sec-
ond” in Spanish. EIl Segundo is located in the South Bay area of Los Angeles County. With its
neighbors to the south, Manhattan Beach, Hermosa Beach, and Redondo Beach, the area is gen-
erally composed of a mixture of affluent coastal residential areas and government and defense-
based industries which are major local employers. El Segundo reflects this mixed use with the
addition of oil refining. The Chevron refinery is by volume the largest single refining operation
on the West Coast, currently refining approximately 260,000 barrels of crude oil per day. *

Demographics

The City of El Segundo, population 18,000 as of the 2010 United States Census, is a general law
city incorporated in 1917. Initially, the City was primarily agricultural and industrial. North of
the City, small airplane operations were carried out at Mines Field to accommodate the fledgling
airline and travel businesses. World War 11 resulted in the City and neighboring areas becoming
heavily developed with war-related defense industries, including airplane research and manufac-
turing. El Segundo also saw the establishment of an Air Force base within the City as well as the
expansion of the airfield north of the City into Los Angeles Municipal Airport, now Los Angeles
International Airport (LAX). Today, major national defense contractors and research industries
operate within the City including Boeing, Northrop-Grumman, Raytheon, and Aerospace Corpo-
ration. Mattel Corporation is also located within the City and is a major employer. Chevron
Corporation continues to operate its refinery. Its products include aviation fuel which is sold to
airlines via a direct pipeline from the refinery to LAX. Chevron operates the pipeline pursuant to
a long term lease agreement with the City.

The City's Budget and Revenues

El Segundo operates its own police and fire departments. A five member City Council governs
the City. The City employs approximately 323 people in a variety of departments headed by a

! Information from Wikipedia http://en.wikipedia.org/wiki/El_Segundo, California

Z Information from Wikipedia http://en.wikipedia.org/wiki/El_Segundo, California
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City Manager (ElI Segundo Comprehensive Annual Financial Report 2011). The City employs
outside counsel as its City Attorney. The annual operating budget for the City is approximately
$52 Million (see Table 1). City policy provides for a 17 percent reserve fund within the annual
budget and the City currently has an investment portfolio of approximately $37 Million. In the
City Council’s September 4, 2012 budget discussion, the City Treasurer and the City Finance
Director provided projections of the City revenues and expenditures through 2016 (see Table 2).
The 2012 — 2013 City budget projected a structural deficit that was balanced through a variety of
means. Projections through 2016 anticipated continuing structural deficits that would require the
transfer of funds from investment reserves to the annual budgets unless the City Council took
alternative steps. Senior city officials have indicated that the city has reduced expenses over the
last few years by reductions in City staffing and by pay concessions from employees in a variety
of departments.

Much of the general fund revenue for the City of El Segundo comes from a mix of property tax,
sales tax, transient occupancy tax, user utilities tax (gas, water, electricity, telecommunications),
and business license fees (Comprehensive Annual Financial Report 2011).
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Table 1

City of El Segundo Budget Revenues

General Fund Reserves

FY

2011-2012

Adopted Budget

FY 2011-2012 Year
End Estimate

FY 2012-2013 Pre-
liminary Budget

Business License $10,049,700 $10,100,000 $10,306,800
Sales and Use Tax $8,650,000 $7,428,500 $6,620,000
Sales Tax in Lieu $2,736,800 $2,773,600 $1,948,900
Property Tax $6,162,500 $5,882,675 $6,000,000
Transient Occupancy Tax $4,207,500 $4,650,000 $5,100,000
Charges for Services $4,175,500 $4,243,520 $4,169,300
Electric Utility Tax $3,475,000 $3,200,000 $3,200,000
Franchise Tax $2,500,000 $2,437,500 $2,400,000
Cogeneration Electric $1,125,500 $900,000 $1,350,000
License and Permits $1,399,000 $1,444,200 $1,446,200
Gas Utility Tax $750,000 $700,000 $750,000
Interest on Investments/Rentals $985,000 $325,000 $240,000
Other Revenues $3,857,900 $4,096,744 $4,281,100
Total General Fund Revenues $50,073,900 $48,181,739 $47,612,300
Net of Transfers

Transfers In $1,600,000 $1,600,000 $4,850,000
Total General Fund Revenues $51,673,900 $49,781,739 $52,192,300

Data from PowerPoint Presentation at EI Segundo City Council Meeting December, 2012
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City of EI Segundo General Operating Fund Annual Projections

Table 2

3-Year Forecast

(in thousands) 2013 2014 2015 2016
Revenues $48,000 $48,960 $49,939 $50,938

Expenditures $52,910 $54,497 $56,132 $57,816
Variance $(4,910) $(5,537) $(6,193) $(6,878)

Data from PowerPoint Presentation at EI Segundo City Council Meeting December, 2012

The City website describes EI Segundo as one of the most business friendly environments in
Southern California and has some of the lowest business utility rates in the region. The history
of the City indicates mixed success in raising revenues via changes in tax rates which require
voter approval.

Recent El Sequndo — Chevron Issues

In 2011, the then City Manager was directed to analyze revenues from Chevron as part of a re-
view of the City fiscal process. The City Manager presented the results of his analysis in De-
cember 2011 with the recommendation that a ballot measure be drafted to increase revenues
from oil refining businesses and chemical businesses within the City (El Segundo City Council
meeting minutes December 20, 2011. The City council ultimately decided to pursue a negotiated
agreement with Chevron rather than proceed through a ballot process (as reflected in the minutes
from city council meetings in December 18, 2012). The results of the negotiation with Chevron
were presented in the form of a draft agreement at the City Council meeting in January 2013.
The Council directed that a variety of City ordinances be drafted for City Council approval to
capture and finalize the agreement. On April 23, 2013 the El Segundo City Council approved the
agreement which is expected to provide the City with an approximate increase to general fund
revenues of $134 Million over a period of fifteen years (City Council agenda for April 23, 2013).

The Grand Jury also reviewed a previous negotiated agreement with Chevron completed in 1994
that called for annual audits of Chevron’s gas use. During the 1994 negotiations, a confidential
audit of gas and other utility use by Chevron was performed by an independent contractor for the
City of El Segundo. The audit provision in the agreement allowed for a reopening of the gas util-
ity rates based upon future Chevron gas use. The present negotiated agreement also included a
confidential audit by a contractor for the City of EI Segundo. Discussions with current City offi-
cials indicated that no audits of Chevron’s gas use had been done in the years between 1994 and
the recent audit. The Grand Jury did not have access to the previous or recent audits.
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FINDINGS

Grand Jury Concerns and Conclusions

The Grand Jury was initially concerned with the possibility of conflicts of interest in previous
years and the ongoing relationship between Chevron and elected officials relative to the amount
of revenues paid by Chevron to the City. Except for two isolated inconsequential instances of
Chevron providing opportunities for City Council members to attend a Chevron 100" anniver-
sary event (both declared on Form 700 filings), the Grand Jury could substantiate no evidence of
any conflict of interest. Several people interviewed also indicated they could find no evidence of
any improprieties occurring in City-Chevron negotiations.

The City of El Segundo does deserve recognition for managing its expenses in a fiscally conser-
vative manner over the years. But like many cities in the last few years, it has had to both cut
back on some services to residents and reduce staffing. The City has no long term debt and pres-
ently has a reserve fund and investment fund. The Grand Jury finds that the City Council mem-
bers and City residents are reluctant to address revenue shortfalls and long term projected struc-
tural deficits through the ballot process. Instead, they apparently prefer a negotiation process
with Chevron, one of its largest businesses and employers. The agreement approved by the City
Council on April 23, 2013 addresses many of the revenue issues for the City for the next fifteen
years.

Given the great uncertainty in projecting the regional and City economy and fiscal conditions
fifteen years into the future, the Grand Jury concludes that the agreement with Chevron is likely
the best probable outcome for the City at this time, especially given the City’s lack of success at
the ballot box when revenue measures have been presented to the voters for approval. The
Grand Jury remains somewhat concerned that the City has fiscally “kicked the can down the
road” for fifteen years with regard to more stable revenue sources. Further, in light of the above
noted general attitude in the City regarding raising taxes, the suggestion that there appears to be a
de facto special treatment of Chevron that imposes a disproportionate burden on other major em-
ployers in the City cannot be dismissed entirely and is perhaps deserving of analysis by the City.

The Grand Jury found that citizen participation in the budget process is minimal as reflected in
the low public attendance at City Council meetings that the Grand Jury attended that focused on
the City budget. The Grand Jury did not find active public outreach efforts by the City to inform
citizens of budget issues beyond the required notification of agenda items of City Council meet-
ings. Thus, the Grand Jury remains concerned that input of ideas into the long term budget plan-
ning strategies for the City are constrained given limited public attendance at the council meet-
ings. Additional ideas and approaches to long term budget strategies could be improved by the
City sponsoring additional opportunities for citizens groups with a focus on the budget.

The Grand Jury also finds that the City of EI Segundo should conduct annual audits of Chevron’s
utility use as a basis for future budget planning processes for the City.
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Required Responses:
Recommendation Responding Agency

11.1,11.2 City of El Segundo
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CITIES OF LOS ANGELES COUNTY
Fiscal Health, Governance, Financial Management and Compensation

EXECUTIVE SUMMARY

The Los Angeles County Civil Grand Jury (Grand Jury) requested information from all 88
incorporated cities in Los Angeles County to determine the fiscal health of those cities. It also
sought to determine if the cities were following the “best practices” for governance and financial
management, as established by the Government Financial Officers Association (GFOA). This
report expands on a previous investigation from the 2011-2012 Grand Jury that studied the 23
charter cities in the County and follows reports in the media of California cities in financial
distress. This report also looks at the issue of employee compensation and recent legislation.
(Government Code section 8546.10.)

Fiscal health of cities in Los Angeles County has been severely impacted by the economic
downturn that began in 2008. The cities have responded to the downturn and have made
substantial efforts to reduce costs consistent with reduced revenues. For example, most cities
have improved their asset to liability ratio and have increased their total net assets.

Governance describes the role of a city council in providing leadership for a city. There should
be a strategic plan for planning and performance measurements. While most cities responded that
they have adopted performance measures to evaluate progress on priorities, only a few had
documented such measures. Cities must develop and report on performance measures. These
measures should be focused on results, and information should be provided for several years to
evaluate progress.

Effective governance also requires a definition of roles and relationships, especially between the
city council and city executive. It is important for city councils to provide clear direction for the
city executive, and evaluate the executive with performance reviews. A best practice is to
develop a detailed description of the city council-executive relationship. This can improve the
effectiveness of both. The Grand Jury found that all cities have adopted or are in the process of
adopting a conflict of interest policy, and an investment policy.

Financial management describes the process responsible for managing and protecting the
resources of the city and is directly related to fiscal health. Effective fiscal management requires
adequate systems of internal controls to insure funds are used for intended purposes. Along with
interviewing members of the Los Angeles County Treasurer-Tax Collector’s office, the Grand
Jury has studied the extensive “Best Practices and Advisories” from the GFOA. This nationally
recognized association has developed best practices to provide guidance on sound financial
management. Many city officers in Los Angeles County are members of this organization, which
is a leader in establishing responsible policy. These best practices served as a basis for evaluating
the fiscal management practices of the cities.

Compensation for city employees who earned over $200,000 per year is also addressed in this
report.
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New legislation (AB187, codified as Government Code section 8546.10) permits the California
State Auditor to investigate high risk cities, but requires legislative funding.

BACKGROUND

There have been recent problems in the cities of Bell, and Vernon. In addition, there are fears of
bankruptcy in the city of Duarte and other cities. One of the most important obligations of the
Grand Jury is as a government watchdog. Last year’s Grand Jury undertook the “Charter Cities’
Fiscal Health, Governance and Management Practices” investigation. Of the twenty-five (25)
Charter cities within Los Angeles County, twenty-three (23) Charter cities were chosen because
their greater autonomy allows for greater potential for abuse. The recommendations resulting
from this investigation and the implementation progress are presented in Appendix D. None of
the sixty-three (63) “General Law” cities within Los Angeles County were investigated in last
year’s report. This year’s 2012-2013 Grand Jury decided to expand the investigation to all 88
cities within Los Angeles County including all Charter and General Law cities as the current

economy has increased the risk of bankruptcies. [City of Bell, Los Angeles Times Feb. 24, 2011], [City of
Vernon, The Economist May 7, 2011], [City of Duarte, CBSLA.com July 31, 2012]

METHODOLOGY
The following outlines the methodology used for this investigation:

1. Obtained and reviewed the Comprehensive Annual Financial Report (CAFR) or Financial
Statements for each of the 88 cities, if available.

2. Developed financial ratios and criteria to rate the financial health of the cities.
3. Ranked the cities based on the financial ratios and criteria.
4. ldentified best practices criteria related to governance and financial management.

5. Developed and administered a questionnaire (both hard copy and online) to each of the
general law cities as well as the charter cities of Los Angeles and Long Beach. This
questionnaire was used to identify their current practices related to governance, and
financial management.

6. Developed and administered a questionnaire (both hard copy and online) to each of the
23 charter cities included in the previous investigation. This questionnaire was used to
update previous responses, and identify changes in their governance and financial
management practices since the previous questionnaire.

7. Reviewed and analyzed each city’s response to the questionnaire.

8. Requested supporting documentation and explanations of responses for each section of
the questionnaire.
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9. Reviewed responses to the questionnaire, supporting documentation, and explanations
and developed findings.

10. Reviewed the reasonableness of salaries and compensation as obtained from the
California State Controller’s Office.

DISCUSSION
Fiscal Health

Cities in Los Angeles County, like local governments throughout California and the nation, have
been severely impacted by the economic downturn that began in 2008 and continues. The cities
have responded to the economic downturn and have made substantial efforts to reduce costs
consistent with reduced revenues.

e Most cities expended more than they received in total revenues in all funds for both
FY’s 2010-11 and 2011-12. The percentage of expenditures over revenues did decline,
from 12.5% in FY 2010-11 to 6.2% in FY 2011-12. There are also signs cities’ financial
health is improving in terms of net assets. Most cities (63 of 84) had a ratio of total
assets to liabilities greater than 2.0 in FY 2010-11, with an average ratio of 5.45. This
improved for FY 2011-12, with even more cities (73 of 77) with a ratio greater than 2.0,
and an average ratio of 8.92.

e Most cities also had improvements in their total net assets during both FY 2010-11 and
FY 2011-12. Most cities’ (53 of 84) total net assets increased in FY 2010-11, and even
more cities’ (58 of 77) total net assets increased in FY 2011-12. The average change in
net assets was 1.2% for FY 2010-11, and 24% for FY 2011-12.

e For city general funds, most cities (52 of 84) received more in revenues than they spent
on general fund governmental activities during Fiscal Year 2010-11. On average, cities
spent 1.7% more than received in general fund revenues. Most cities (46 of 77) also
received more in revenues than spent on these activities during FY 2011-12. On average,
cities spent 1.5% more than received in general fund revenues.

e The city general fund balance also increased for most cities (47 of 84) in FY 2010-11.
The general fund balance increased for fewer than half the cities (32 of 77) for FY 2011-
12. On average, city general fund balance declined 3.8% in FY 2010-11, and declined
14.5% in FY 2011-12.

e Most cities (55 of 84) had an unassigned general fund reserve for emergencies and
other unforeseen needs equal to 2 months of regular general fund revenues as
recommended in FY 2010-11. Most cities (47 of 77) also had such a reserve in FY 2011-
12. The average unassigned general fund reserves percentage of regular general fund
operating expenditures was 51.4% in FY 2010-11, and 38.3% in FY 2011-12.
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Governance Practices
Governance describes the role of a city council in providing leadership for an organization.

Strategic planning is a key tool for the city council to provide the overall direction for
the city, and overseeing the city’s performance. Several cities had developed
comprehensive strategic plans. Others held regular strategic planning sessions with the
city council to discuss strategic issues and provide needed direction. Many other cities
focused on short-term or budget related goals, which do not provide the appropriate
strategic focus and direction for these cities. Cities that have not developed and adopted
a strategic plan that articulates the mission, vision, core values and priorities (goals and
objectives) for the city should do so.

Another key tool is performance measures or indicators to evaluate progress on
priorities. Most cities said they had adopted performance measures or indicators, but
only a few cities provided documentation. Cities that have not developed and reported on
performance measures or indicators to evaluate progress on priorities should do so.
These performance measures should be quantified, focused on results, and information
should be provided for several years to allow evaluation of progress over time.

Formal definitions of roles and relationships are critical to effective governance,
especially for the city council and executive (city manager or city administrator). Itis
also important for city councils to provide clear direction for the executive through
specific goals and objectives and performance reviews of the executive. All cities had
defined basic roles and provided the legal framework for the city council and executive
through the charter and / or municipal code. A best practice is to go beyond this basic
framework and develop a more detailed description of the relationship. This more
extensive “governance framework” can improve the cohesion and effectiveness of both
the city council and the executive. City councils should develop a “governance” policy
that more specifically defines the relationship between the council and executive. City
councils that do not develop specific annual goals for the city’s executive and conduct
meaningful evaluations annually should do so.

Adopting appropriate policies is another key element of effective governance. Two
policies that cities are required to adopt by California Government Code are a “Conflict
of Interest” policy and an “Investment” policy. All cities have adopted or are in the
process of adopting a “Conflict of Interest” policy, and all have adopted an “Investment”

policy.

Financial Management Practices

Financial management within each city is responsible for managing and protecting the financial
resources and assets of the city. Effective financial management requires adequate systems of
internal controls to ensure funds are used for intended purposes, and transparency and reliability

2012-2013 Los ANGELES COUNTY CIVIL GRAND JURY REPORT 88



CITIES FISCAL HEALTH, GOVERNANCE AND MANAGEMENT

of financial reporting. The Government Finance Officers Association developed recommended
best practices to provide guidance on sound financial management practices.

These best practices in each of the following areas served as the basis for evaluating the financial
management practices of the cities:

Establishing an audit committee is a best practice for the city council to provide
independent review and oversight of financial reporting processes, internal controls, and
independent auditors. Most cities have not established a formal audit committee with the
responsibility for monitoring and overseeing financial reporting. Cities should formally
establish an audit committee and make it directly responsible for the work of the
independent auditor.

Annual independent audits are required by each city and are important in preserving
the integrity of public finance functions and maintaining the public’s confidence. All
cities require their auditors to comply with independence standards and most select their
auditors through a competitive process. Most also preclude the auditor from providing
non-audit services. Cities should continue requiring compliance with standards of
independence for the external auditor. Cities that do not currently select the auditor
through a competitive process should do so. Cities that allow the auditor to provide non-
audit services should ensure appropriate review and approval of those services.

Formal documentation of accounting policies and procedures is an essential
component in providing effective controls over accounting and financial reporting.
Several cities did not have documented accounting policies and procedures, and most of
those that did could improve their documentation and maintenance of accounting policies
and procedures. Cities should review and update accounting policies and procedures to
ensure they are appropriately detailed and define the specific authority and responsibility
of employees. Cities should also establish a policy requiring policies and procedures to
be reviewed annually and updated at least once every three years.

Most fraud, abuse, and questionable practices are identified through reporting by
employees or members of the public. The Government Finance Officers Association
recommends establishment of policies and procedures to encourage and facilitate
reporting of fraud, abuse and questionable practices. This should include a formal ethics
policy, and practical mechanisms for confidential and anonymous reporting. Several
cities had very comprehensive and detailed policies and procedures including definitions
of fraud and abuse, clear responsibilities for employees and management personnel, and
guidelines and steps for investigating allegations and reporting the results. However,
most cities could improve their policies and procedures for reporting fraud, abuse, and
questionable practices. Cities should review and update policies and procedures for
reporting fraud, abuse, and questionable practices including a practical mechanism, such
as a hot line, to permit the confidential, anonymous reporting of concerns.

Internal controls are important to safeguard city assets from error, loss, theft, misuse,
misappropriation, and fraud. The Government Finance Officers Association recommends
internal controls over financial management be documented, provide practical means for
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employees to report management override of controls, periodic evaluation of internal
control procedures, and development of corrective action plans to address identified
weaknesses. Two cities had developed comprehensive procedures for internal controls.
However, most cities provided no specific documentation of internal control procedures,
or made minor mention of internal controls procedures as part of their financial and
accounting policies and procedures. Most cities also relied on their external auditor for
internal control reviews during the annual audit. These reviews are typically limited to
review of internal controls over financial reporting and compliance, and do not include an
opinion on internal controls. Internal controls to ensure there are adequate procedures in
place to protect public funds are the responsibility of city financial management. Cities
should develop comprehensive procedures for internal controls over financial
management.

e The internal audit function serves as an additional level of control and helps improve the
overall control and risk environment. Most cities do not have a formal internal audit
function. Several state that, given the small size of their city, an internal audit function
and staff could not be justified. All cities should establish a formal internal audit
function.

e Setting aside adequate funds is necessary for use in emergencies, revenue shortages, or
budget imbalances. The Government Finance Officers Association recommends that
governments establish a formal policy on the level of unrestricted or unassigned fund
balance that should be maintained in the general fund, and that this balance should
provide no less than two months of regular general fund operating revenues or
expenditures. Many cities do not have such a policy, and most who do have not
established a minimum of two months of regular general fund operating revenues or
expenditures. Cities that do not have policies and procedures regarding general fund
unrestricted or unassigned fund balance should develop such policies.

e Ensuring transparency and reliability of financial reporting is a key responsibility of
financial management. Financial statements and information provide the public with
information on how their city is using its resources, as well as the financial stability and
health of the city. The Government Finance Officers Association recommends
maintaining an adequate accounting system, issue timely financial statements and a
Comprehensive Annual Financial Report (CAFR) in compliance with standards, and
make the information readily accessible to the general public on the city’s website. All
cities maintain an adequate accounting system, most issue timely financial statements and
a CAFR, and most make the CAFR available on the city website. Cities that have not
developed and published a CAFR should do so. Cities that have not published financial
reports on the city’s website should do so.

Summary of Fiscal Health and Best Practices Results

The following exhibit shows a summary of each city’s average ranking and number and
percentage of positive responses to the best practices questionnaire. For financial health, each
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city’s rank on each of the six criteria for financial health is averaged for both FY 2011 and FY
2012. The best practices questionnaire included a total of 32 possible positive responses. The
number and percentage of positive responses for each city is presented, as well as the ranking of
each city compared to all the other cities.

Exhibit 1: Summary of Fiscal Health and Best Practice Questionnaire Results

Financial Health Best Practices Questionnaire
Average Ranking Number Positive Percent Positive Rank Among
City FY 2011 | FY 2012 Responses Responses Cities
Agoura Hills 34 36 25 78% 31
Alhambra 32 42 21 66% 55
Arcadia 49 47 20 63% 64
Artesia 38 47 18 56% 78
Avalon NA NA 18 56% 78
Azusa 55 NA 19 59% 73
Baldwin Park 41 39 29 91% 7
Bell 36 NA 19 59% 73
Bell Gardens 26 37 20 63% 64
Bellflower 26 30 21 66% 55
Beverly Hills 55 25 27 84% 20
Bradbury 53 NA 22 69% 49
Burbank 31 57 25 78% 31
Calabasas 45 33 27 84% 20
Carson 49 47 18 56% 78
Cerritos 22 34 28 88% 14
Claremont 53 28 23 72% 41
Commerce 49 33 23 72% 41
Compton 67 NA 21 66% 55
Covina 27 57 26 81% 25
Cudahy 95 34 9 28% 87
Culver City 61 37 30 94% 3
Diamond Bar 14 5 20 63% 64
Downey 44 55 29 91% 7
Duarte 48 16 28 88% 14
El Monte 37 41 22 69% 49
El Segundo 43 60 27 84% 20
Gardena 44 42 23 72% 41
Glendale 47 57 30 94% 3
Glendora 30 49 22 69% 49
Hawaiian Gardens 24 NA 19 59% 73
Hawthorne 45 34 20 63% 64
Hermosa Beach 95 28 24 75% 36
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Exhibit 1: Summary of Fiscal Health and Best Practice Questionnaire Results

Financial Health

Best Practices Questionnaire

Average Ranking

Number Positive Percent Positive Rank Among
City FY 2011 | FY 2012 Responses Responses Cities
Hidden Hills 29 22 18 56% 78
Huntington Park 55 NA 21 66% 55
Industry 30 48 9 28% 87
Inglewood 17 NA 17 53% 83
Irwindale 29 44 26 81% 25
La Canada Flintridge 28 33 26 81% 25
La Habra Heights 48 NA 23 72% 41
La Mirada 38 13 21 66% 55
La Puente 29 41 24 75% 36
La Verne 60 38 26 81% 25
Lakewood o4 27 25 78% 31
Lancaster 50 40 24 75% 36
Lawndale 20 NA 23 72% 41
Lomita 41 44 20 63% 64
Long Beach 56 51 31 97% 1
Los Angeles o7 44 27 90% 13
Lynwood 26 53 29 91% 7
Malibu 79 54 26 81% 25
Manhattan Beach 57 34 20 63% 64
Maywood 52 NA 18 56% 78
Monrovia 37 58 26 81% 25
Montebello 27 40 19 59% 73
Monterey Park 36 39 29 91% 7
Norwalk 48 30 19 59% 73
Palmdale ol 37 29 91% 7
Palos Verdes Estates o4 39 20 63% 64
Paramount 62 29 21 66% 55
Pasadena 18 45 28 88% 14
Pico Rivera 31 45 28 88% 14
Pomona 41 51 29 91% 7
Rancho Palos Verdes 42 11 20 63% 64
Redondo Beach 49 41 31 97% 1
Rolling Hills 42 40 22 69% 49
Rolling Hills Estates 65 22 27 84% 20
Rosemead 55 34 23 72% 41
San Dimas 37 23 23 72% 41
San Fernando 28 58 14 44% 85
San Gabriel 43 61 23 72% 41
San Marino 33 38 22 69% 49
Santa Clarita 27 39 24 75% 36
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Exhibit 1: Summary of Fiscal Health and Best Practice Questionnaire Results

Financial Health Best Practices Questionnaire
Average Ranking Number Positive Percent Positive Rank Among
City FY 2011 | FY 2012 Responses Responses Cities

Santa Fe Springs 47 34 17 53% 83
Santa Monica 51 24 20 63% 64
Sierra Madre 35 42 25 78% 31
Signal Hill 28 27 30 94% 3
South EI Monte 16 18 22 69% 49
South Gate 45 36 21 66% 55
South Pasadena 82 32 21 66% 55
Temple City 58 31 25 78% 31
Torrance 56 31 28 88% 14
Vernon 39 77 30 94% 3
Walnut 44 36 27 84% 20
West Covina 32 44 14 44% 85
West Hollywood 95 33 28 88% 14
Westlake Village 41 37 24 75% 36
Whittier 36 40 21 66% 55

Employee Compensation

Until recently, there has been a lack of transparency and accountability for actual annual
compensation for some city employees. In 2010 reports revealed that some administrators in the
cities of Bell and Vernon were receiving disproportionately high compensation. In response to
these reports, the State Controller began requiring counties, cities, and special districts to report
government compensation to be posted on the Controller’s website to promote transparency.

The information provided includes the approved salary range, as well as the actual compensation
received by each employee as reported to the U.S. Internal Revenue Service. City councils and
members of the public should annually review the actual compensation received by employees of
their city. The taxable compensation for employees receiving over $200,000 in 2011 is listed by
city and position title in Appendix C of this report.

As part of this investigation the Grand Jury requested information on city employee
compensation for those employees receiving over $200,000 in taxable compensation in calendar
year 2011. The following exhibit shows the number of employees receiving over $200,000 in
taxable compensation for each of the cities. The exhibit also shows the population of each city,
and the number of employees with taxable compensation over $200,000 by department or
function.
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Exhibit 2: Employees with Compensation over $200,000

With City Population and Employee Department / Function

Employees by Department / Function
: Number of : . > % =S g ® 3 g g 3

City Employees City Population 5 § g E T E g g g
Agoura Hills 1 23,387 1
Alhambra 1 89,501 1
Arcadia 1 56,719 1
Avalon 1 3,559 1
Azusa 3 49,207 1 1 1
Bell Gardens 1 77,312 1
Bellflower 1 47,002 1
Beverly Hills 64 36,224 1 4 21 18 11
Burbank 14 108,469 1 2 4 2 5
Calabasas 1 23,788 1
Carson 1 98,047 1
Cerritos 1 54,946 1
Claremont 1 37,608 1
Commerce 1 13,581 1
Compton 1 99,769 1
Covina 2 49,622 1 1
Cudahy 1 26,029 1
Culver City 14 40,722 2 1 1 5 3 1 1
Diamond Bar 1 61,019 1
Downey 9 113,715 3 4 1 1
Duarte 1 23,124 1
El Monte 5 126,464 1 4
El Segundo 10 17,049 7
Gardena 1 61,927 1
Glendale 15 207,902 1 2 6 4 2
Glendora 1 52,830 1
Hawaiian Gardens 1 15,884 1
Hawthorne 3 90,145 1 1 1
Hermosa Beach 2 19,599 1 1
Huntington Park 1 64,219 1
La Mirada 1 50,015 1
Lancaster 2 145,875 1 1
Long Beach 15 494,709 2 1 6 1 1 4
Los Angeles 411 4,094,764 11 1 115 20 224 40
Lynwood 2 73,295 2
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Exhibit 2: Employees with Compensation over $200,000
With City Population and Employee Department / Function

Employees by Department / Function
. Number of : . > % =S g ® 8 g g 3

City Employees City Population ) § g L% T E’ g g g
Malibu 1 13,765 1
Manhattan Beach 19 36,773 1 16 1 1
Monrovia 1 39,984 1
Norwalk 1 109,817 1
Palmdale 3 152,622 1 1
Pasadena 8 151,576 4 1 1 1 1
Pico Rivera 1 66,967 1
Pomona 2 163,683 2
Redondo Beach 7 68,105 1 1 4
Rosemead 1 57,756 1
San Dimas 1 36,946 1
San Fernando 1 25,366 1
San Gabriel 1 42,984 1
Santa Clarita 2 177,641 2
Santa Fe Springs 13 17,929 13
Santa Monica 64 92,703 2 17 1 29 12 1 2
Signal Hill 1 11,465 1
Temple City 1 35,892 1
Torrance 34 149,717 2 1 1 8 19 3
Vernon 5 96 1 1
Walnut 1 32,659 1
West Covina 6 112,890 1 3 2
West Hollywood 5 37,805 2 1 2
Westlake Village 1 8,872 1
Whittier 1 87,128 1
Totals 772 61 40 10 245 99 245 72
Sources:

Compensation Information: California State Controller’s Office “Government Compensation in California.” (http://publicpay.ca.gov).
City Population: California Department of Finance, January 2010.
Note: Cities not listed did not have any employees with taxable compensation over $200,000.

The taxable compensation for all employees receiving over $200,000 in 2011 is listed, by city
and position title, in Appendix C of this report.
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DETAILED ANALYSIS

FISCAL HEALTH

Cities in Los Angeles County, like local governments throughout California and the nation, have
been severely impacted by the economic downturn that began in 2008. Property tax revenues
received by these cities have declined substantially consistent with the decline in property values
and the reduction in the sale and turnover of real property. Sales tax revenues have also declined
substantially, with consumers reducing their spending in response to new economic realities and
loss of consumer confidence.

At the same time, the cost of funding public pensions for city employees has been impacted as
well. The annual cost of pension obligations is partially determined by the earnings of pension
funds, primarily the California Public Employees Retirement System (CALPERS). With the
economic decline came market corrections, and substantial reductions in the investment earnings
of CALPERS. This resulted in increased rates and costs for cities to fund their employee
pension obligations.

The Public Employees’ Pension Reform Act of 2013 took effect on January 1, 2013. The
reforms in this law mainly affect new employees hired after its effective date. Most new workers
will have to work until age 67 to receive full benefits. Police and firefighters will have to work
until age 57 to receive a maximum benefit that is less than what most safety workers currently
receive. The amount of salary that qualifies for pension benefits will be capped at just under
$114,000 per year for workers who are covered by Social Security and just over $136,000 for
those who are not. Another important provision is equal cost sharing between the employer and
the employee. New employees will pay at least half the cost of their pensions. Current employees
who are not paying half may be required to pay more in the future. (Source: California Public
Employees’ Retirement System)

Cities have responded to the economic downturn and have made substantial efforts to reduce
costs consistent with reduced revenues. These efforts include hiring and pay freezes for
employees, furlough days for existing employees, increased cost to employees for benefits
(health care and retirement), and in some cases significant employee layoffs. In some cases
cities have also reduced the level of service provided to the community, with reduced hours of
operations and other reductions for some services.

To evaluate the financial health of the cities we obtained and reviewed the Comprehensive
Annual Financial Report (CAFR) or Basic Financial Statements for each city for Fiscal Years
2010-11 and 2011-12, the most recent years of audited financial reporting available. We were
able to obtain this information from 82 of the 88 cities. The cities of Avalon, Bell, Compton,
Cudahy, La Habra Heights, and Maywood are in the process of completing their financial
statements and audits for these fiscal years.

We developed criteria for evaluating the fiscal health of these cities, and compiled and analyzed
the information from the financial statements. Most of the cities had two primary types of
activities — governmental and proprietary or business-type activities. Governmental activities
include the core government activities such as government administration, public safety,
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transportation, community development, and community services. These activities are reflected
in each city’s general fund. Proprietary or business-type activities include operating public
utilities (electrical power, water, parking, refuse collection, etc.) or other non-governmental
activities.

It is important to note that all financial information reported here is as presented by each city in
their financial statements audited by each city’s independent financial auditor.

The following are the criteria used, with definitions and explanations of each. Three of the
criteria are applied to all city funds, and three of the criteria are applied only to city general
funds.

e All Funds include each city’s general fund as well as any other funds for proprietary or
business-type activities which include operating public utilities (electrical power, water,
parking, refuse collection, etc.) or other non-governmental type activities.

o Net Revenue Percent is the percent of all revenues remaining after all city
expenditures. Revenues are the amount received by a city from taxes, fees,
permits, licenses, interest, intergovernmental sources, and other sources during
the fiscal year. Expenditures are the actual spending of governmental funds by
each city. If a city spends less than received the net revenues and percentage
would be positive. If a city spends more than received in revenues the net
revenues and percentage would be negative. The net revenue percent is
calculated by dividing net revenues by total revenues.

o Ratio of Assets to Liabilities is the total assets of a city divided by the total
liabilities of a city. City assets include funds available for use by the city, as well
as the value of any capital assets such as land, buildings and improvements,
machinery and equipment, and infrastructure. Liabilities include accounts
payable and long-term debt such as bonds, certificates of participation, pension
obligations, and insurance claims. Net assets are the total city assets less total city
liabilities. The ratio of assets to liabilities is calculated by dividing a city’s total
assets by its total liabilities. This ratio is an indicator of a city’s solvency and
ability to meet long-term obligations, including financial obligations to creditors,
employees, taxpayers, and suppliers; as well as its service obligations to its
residents. ldeally, cities would at minimum, have twice as many assets as
liabilities. This would give them an asset to liability ratio of 2.0 or better.

o Change in Net Assets is the difference from the beginning of the fiscal year to
the end of the fiscal year in the total city assets minus total city liabilities. This
change indicates the extent to which total city assets are increasing or decreasing.
Ideally, city net assets would be stable or increasing. Declining net assets indicate
cities are spending down their assets in order to meet current financial obligations.
The change in net assets is calculated by subtracting the previous fiscal year’s net
assets for each city from the current year’s net assets. If the result is a positive
number the net assets are increasing, if a negative number the net assets are
decreasing.
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e General Funds are used to fund core government activities such as government
administration, public safety, transportation, community development, and community
services.

o General Fund Net Revenue Percent is the percent of all general fund revenues
remaining after all city general fund expenditures. Revenues are the amount
received by a city from taxes, fees, permits, licenses, interest, intergovernmental
sources, and other sources during the fiscal year. Expenditures are the actual
spending of governmental general funds by each city. If a city spends less than
received the general fund net revenues and percentage would be positive. If a city
spends more than received in revenues the net general fund revenues and
percentage would be negative. The general fund net revenue percent is calculated
by dividing general fund net revenues by total general fund revenues.

o Change in General Fund Balance is the difference from the beginning of the
fiscal year to the end of the fiscal year in the total city general fund balance. This
change indicates the extent to which a city’s general funds are increasing or
decreasing. Ideally, city net general fund balance would be stable or increasing.
A declining general fund balance indicates cities are spending down their general
fund in order to meet current financial obligations. The change in general fund
balance is calculated by subtracting the previous fiscal year’s general fund
balance for each city from the current year’s general fund balance. If the result is
a positive number the general fund balance is increasing, if a negative number the
general fund balance is decreasing.

o Unassigned General Fund Balance is the portion of a city’s general fund
balance that is not assigned for a specific use and, therefore, available for
appropriation. The Government Finance Officers Association recommends each
city have an unassigned general fund reserve of no less than two months of
regular general fund operating revenues or regular general fund operating
expenditures. These are funds that have been formally set aside for use in
emergencies, revenue shortages, or budget imbalances, as well as provide stable
tax rates, maintain government services, and to facilitate long-term financial
planning.

The exhibits on the following pages provide an overview of the results of the financial
information and criteria developed for each city. This includes the actual financial health criteria
(ratio or percentage), as well as how each city compares or ranks against each of the other cities
in Los Angeles County. This information is provided for both Fiscal Years 2010-11 and 2011-
12. More information on each of these fiscal health criteria, and the results of the comparison, is
contained within the sections following this exhibit.
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Exhibit 3: Results and Rankings of Cities on Fiscal Health Criteria

All Funds General Fund
Net Revenue Percent Ratio of Assets to Liabilities Change in Net Assets General Fund Net Revenue Change in General Fund Balance Unassigned General Fund Balance
FY 2010-11 FY 2011-12 FY 2010-11 | FY 2011-12 FY 2010-11 FY 2011-12 FY 2010-11 FY 2011-12 FY 2010-11 FY 2011-12 FY 2010-11 FY 2011-12

City Rank | Percent | Rank | Percent | Rank | Ratio | Rank | Ratio | Rank | Percent | Rank | Percent | Rank | Percent | Rank | Percent | Rank | Percent | Rank | Percent | Rank Percent | Rank Percent

Agoura Hills 79 | (41.5%) 24 (.3%) 29| 382 24 | 754 45 0.8% 70 | (2.6%) 36 3.5% 16 8.1% 1| 285.1% 74 | (78.3%) 14 80.3% 9| 855%
Alhambra 12 3.9% 5 6.0% 52 | 2.48 52 | 3.77 6 8.1% 34| 14.6% 44 1.5% 51 (2.3%) 13 24.3% 47 (5.2%) 67 4.7% 64 0.7%
Arcadia 63 | (15.3%) 37| (4.2%) 23| 431 28 | 6.92 70| (3.5%) 74| (5.7%) 52 0.0% 58 (5.0%) 34 6.1% 42 (3.5%) 50 19.0% 45 | 20.3%
Artesia 52 (8.4%) 70 | (17.1%) 67 | 1.77 39 | 5.05 44 0.8% 37 8.8% 20 8.3% 54 (3.5%) 11 25.3% 51 (7.1%) 31 44.9% 32 | 35.0%
Azusa 68 | (19.8%)| NA 0.0% 71| 169| NA| 0.0 73| (48%)| NA 0.0% 30 47% | NA 0.0% 3 68.8% | NA 0.0% 83 | (15.3%) 67 0.0%
Baldwin Park 16 2.2% 33| (2.8%) 56 | 228 48 | 4.48 28 2.4% 15 | 39.9% 23 7.1% 35 3.8% 64 (9.7%) 49 (5.8%) 56 15.3% 56 8.1%
Bell Gardens 33 (2.4%) 46 | (7.3%) 41| 293 25| 7.25 72| (4.5%) 10 | 63.6% 15 10.0% 40 1.7% 36 5.0% 36 (1.9%) 18 73.2% 67 0.0%
Bellflower 25 (.8%) 12 4.1% 36| 3.29 46 | 4.64 5 8.2% 31| 15.6% 29 4.7% 44 1.0% 41 2.3% 30 1.5% 20 70.0% 15 | 63.0%
Beverly Hills 6 5.7% 3 8.5% 51| 255 63 | 2.83 8 6.6% 38 8.2% 11 11.8% 9 11.1% 44 0.4% 11 9.4% 33 43.7% 24 | 45.5%
Bradbury 82 | (108.2%) | NA 0.0% 2| 4928 | NA| 0.0 80 | (10.1%) | NA 0.0% 83| (59.2%) | NA 0.0% 76 | (23.9%) | NA 0.0% 6| 187.6% 67 0.0%
Burbank 54 (1.5%) 69 | (16.6%) 32| 352 40 | 4.98 56 (.6%) 40 7.9% 74 | (15.0%) 68 | (13.0%) 61 (7.0%) 58 | (14.2%) 43 31.1% 67 0.0%
Calabasas 39 (4.0%) 22 0.2% 35| 348 57 | 3.52 15 5.2% 59 (.0%) 33 4.3% 34 3.9% 52 (3.6%) 20 4.5% 13 86.8% 7| 94.1%
Carson 58 | (11.7%) 74 | (24.5%) 48 | 2.65 74| 1.96 78|  (9.5%) 73| (4.4%) 24 7.1% 18 7.6% 10 29.3% 4 26.0% 51 18.4% 38| 26.4%
Cerritos 55 | (10.1%) 35| (3.2%) 45| 2583 6 | 39.19 61| (1.0%) 12| 51.7% 72| (14.1%) 76 | (44.0%) 53 (4.2%) 61| (16.1%) 9| 103.1% 11| 77.9%
Claremont 5 8.5% 9 4.9% 22 | 4.45 41 | 4.93 21 3.1% 60 (.2%) 21 8.0% 14 8.7% 17 15.1% 10 14.4% 44 30.9% 34| 31.7%
Commerce 61| (12.1%) 31| (2.0%) 72| 1.69 76 | 161 74| (5.0%) 42 6.6% 45 1.5% 20 6.6% 47 0.1% 19 5.3% 19 71.8% 12| 77.1%
Covina 66 | (17.8%) 63 | (13.7%) 49 | 261 53 | 3.69 76|  (5.8%) 76 | (8.2%) 42 1.9% 59 (5.0%) 23 9.4% 56 (9.2%) 39 36.3% 35| 31.1%
Cudahy 84 | (170.3%) 58 | (12.0%) 82| 129 14 | 15.61 84 | (72.8%) 1| 260.9% 69 (9.8%) 67 | (11.9%) 73 |  (15.6%) 55 (9.2%) 10 | 103.0% 8| 885%
Culver City 17 2.1% 68 | (15.5%) 69 | 1.73 38| 5.08 34 2.0% 7| 80.9% 6 16.4% 53 (3.3%) 9 29.4% 39 (2.6%) 24 61.4% 17 | 58.4%
Diamond Bar 76 | (32.0%) 76 | (65.8%) 4| 24.92 8 | 25.49 63 | (1.3%) 64 | (1.3%) 82 | (55.5%) 71| (24.1%) 78 | (31.1%) 66 | (19.4%) 25 60.2% 18 | 56.7%
Downey 65 | (17.8%) 62 | (13.5%) 30| 3.76 44 | 474 75 (51%) 44 5.7% 70 | (10.9%) 62 (8.5%) 66 (9.9%) 60 | (14.4%) 57 14.8% 55 8.8%
Duarte 31 (1.6%) 19 1.0% 21| 4.46 7 | 34.15 16 5.1% 22| 27.0% 1 42.6% 19 6.7% 4 58.3% 21 3.8% 11 97.4% 6 | 109.0%
El Monte 56 | (10.4%) 28 | (1.3%) 19| 477 33| 544 43 1.0% 49 4.1% 56 (1.9%) 56 (4.9%) 33 6.2% 32 0.8% 55 16.9% 48 | 16.3%
El Segundo 35 (3.1%) 61 | (13.5%) 16 | 547 47 | 449 65 | (1.5%) 72 | (3.4%) 60 (4.1%) 60 (7.0%) 51 (3.1%) 67 | (19.5%) 62 9.8% 52 | 14.6%
Gardena 8 4.8% 13 4.1% 42| 289 62| 2091 95 (-4%) 66 | (1.9%) 19 8.5% 31 5.2% 29 7.1% 16 7.5% 70 0.7% 66 0.5%
Glendale 53 (9.1%) 56 | (11.2%) 27| 3.90 42 | 4.89 50 0.1% 62 | (1.0%) 73 | (14.8%) 70 | (16.7%) 19 11.3% 70 |  (55.6%) 36 38.7% 40 | 23.3%
Glendora 44 (5.6%) 36 | (3.9%) 33| 3.50 37| 5.08 48 0.3% 47 4.7% 28 5.9% 52 (2.6%) 37 4.2% 57 (9.6%) 72 0.0% 67 0.0%
Hawaiian Gardens 32 (2.3%) | NA 0.0% 75| 152| NA| 0.00 52 0.0% | NA 0.0% 59 (35%) | NA 0.0% 54 (45%) | NA 0.0% 7| 120.3% 67 0.0%
Hawthorne 20 1.4% 16 3.4% 79| 1.38 67 | 2.51 13 5.7% 5| 118.4% 10 14.0% 7 11.3% 15 19.4% 71| (59.0%) 41 33.1% 37| 28.8%
Hermosa Beach 13 3.7% 2| 10.7% 12| 7.44 31| 5.89 39 1.5% 69 | (2.4%) 14 10.6% 5 13.6% 18 11.7% 22 3.5% 49 23.2% 41| 23.3%
Hidden Hills 70 | (23.3%) 8 5.6% 10 | 10.54 16 | 12.22 40 1.5% 57 0.2% 79 | (32.0%) 21 6.5% 65 (9.8%) 25 2.3% 3| 207.2% 2| 291.9%
Huntington Park 40 (4.5%) | NA 0.0% 84| 062 NA| 0.00 83| (13.0%) | NA 0.0% 39 24% | NA 0.0% 38 35% | NA 0.0% 45 30.7% 67 0.0%
Industry 60 | (12.0%) 51| (9.6%) 66 | 1.85 72| 212 14 5.7% 75 | (6.2%) 2 30.0% 41 1.4% 30 6.9% 48 (5.3%) 1| 607.2% 1| 454.7%
Inglewood 9 47% | NA 0.0% 74| 160| NA| 0.0 67 | (2.8%)| NA 0.0% 57 (2.7%) | NA 0.0% 68 | (12.5%)| NA 0.0% 52 18.3% 67 0.0%
Irwindale 7 5.3% 52 | (9.8%) 58 | 225 5 | 40.08 3 8.5% 14 |  40.3% 37 3.1% 63 (9.1%) 2| 143.7% 63 | (17.0%) 72 0.0% 67 0.0%
La Canada Flintridge 3 11.6% 26 (.8%) 50 | 2.60 65 | 2.66 10 6.0% 51 1.9% 5 16.6% 11 10.4% 28 7.3% 38 (2.1%) 8| 119.3% 5| 116.3%
La Habra Heights 1 25.4% NA 0.0% 8| 11.75 NA | 0.00 60 (1.0%) NA 0.0% 49 0.6% NA 0.0% 48 (.6%) NA 0.0% 5 195.2% 67 0.0%
La Mirada 27 (1.0%) 29 | (1.3%) 65| 1.85 17 | 11.38 2 11.8% 4| 128.7% 16 9.6% 2 23.3% 42 2.0% 15 7.6% 17 73.2% 10 | 85.1%
La Puente 50 (7.7%) 45 | (7.0%) 59| 223 64 | 2.82 38 1.5% 35 | 10.4% 63 (5.6%) 6 11.4% 50 (2.8%) 72 | (59.6%) 28 54.8% 22 | 50.6%
La Verne 11 4.3% 25 (.6%) 15| 548 27 | 6.94 27 2.4% 54 1.3% 67 (7.7%) 50 (2.3%) 35 6.0% 6 19.3% 72 0.0% 67 0.0%
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Exhibit 3: Results and Rankings of Cities on Fiscal Health Criteria

All Funds General Fund
Net Revenue Percent Ratio of Assets to Liabilities Change in Net Assets General Fund Net Revenue Change in General Fund Balance Unassigned General Fund Balance
FY 2010-11 FY 2011-12 FY 2010-11 FY 2011-12 FY 2010-11 FY 2011-12 FY 2010-11 FY 2011-12 FY 2010-11 FY 2011-12 FY 2010-11 FY 2011-12

City Rank | Percent | Rank | Percent | Rank | Ratio | Rank | Ratio | Rank | Percent | Rank | Percent | Rank | Percent | Rank | Percent | Rank | Percent | Rank | Percent | Rank Percent | Rank Percent

Lakewood 15 2.4% 21 0.7% 11 8.85 11 | 17.97 24 2.8% 24 24.5% 27 6.2% 29 5.7% 26 7.6% 17 6.7% 68 3.2% 59 6.5%
Lancaster 69 | (21.8%) 49 | (9.2%) 28| 3.88 10 | 18.04 64 | (1.4%) 23| 25.2% 76 | (23.3%) 47 (.9%) 74 | (17.0%) 69 | (38.6%) 46 30.2% 43 | 21.5%
Lawndale 771 (391%) | NA 0.0% 44| 2.85| NA| 0.00 46 05% | NA 0.0% 81| (36.5%)| NA 0.0% 57 (5.6%) | NA 0.0% 16 74.9% 67 0.0%
Lomita 42 (5.1%) 48 | (7.8%) 17| 4.99 34| 533 66 | (1.7%) 65 | (1.5%) 40 2.1% 33 4.0% 69 | (13.0%) 24 2.5% 64 8.5% 60 5.1%
Long Beach 26 (.9%) 75 | (25.2%) 57| 2.25 69 | 2.39 11 5.9% 53 1.5% 53 (.2%) 38 2.3% 82| (59.1%) 9 15.1% 71 0.2% 62 1.3%
Los Angeles 43 (5.3%) 44 (6.6%) 68 1.74 75 1.77 26 2.7% 48 4.5% 25 6.4% 26 6.1% 16 19.1% 12 9.2% 66 6.5% 58 6.7%
Lynwood 57| (11.5%) 40 | (4.9%) 53 | 247 58 | 3.42 35 1.8% 63 | (1.2%) 64 (5.7%) 48 (1.0%) 75| (21.2%) 59 | (14.3%) 53 18.2% 47 | 18.5%
Malibu 73| (29.2%) 55 | (11.1%) 38| 301 61 | 2.95 49 0.2% 71| (3.3%) 61 (4.2%) 57 (4.9%) 77 | (23.9%) 54 (8.7%) 42 31.2% 28 | 36.2%
Manhattan Beach 10 4.3% 17 3.2% 24 412 50 | 4.07 29 2.4% 45 5.3% 32 4.3% 28 5.7% 24 9.1% 33 (.2%) 37 36.7% 29 | 35.6%
Monrovia 78 | (40.3%) 53 | (10.0%) 80| 1.30 66 | 2.65 81 | (10.8%) 3| 163.7% 78 | (31.8%) 72| (27.2%) 71| (14.0%) 76 | (374.5%) 84 | (27.1%) 76 | (27.7%)
Montebello 34 (2.5%) 27 (:9%) 77| 151 68 | 2.43 9 6.3% 18 | 37.5% 77 | (25.4%) 74 | (31.8%) 83 | (174.5%) 2 43.8% 61 10.5% 49 | 15.9%
Monterey Park 36 (3.2%) 50 | (9.4%) 70| 172 60 | 3.01 25 2.7% 16 | 39.6% 58 (3.1%) 45 0.6% 55 (4.5%) 7 18.1% 65 8.3% 57 7.8%
Norwalk 47 (6.9%) 10 4.6% 60 | 2.20 32| 5.70 53 (.1%) 19 33.6% 4 17.6% 17 7.8% 8 36.0% 65 (19.0%) 48 25.4% 36 | 29.9%
Palmdale 19 1.4% 41 (5.6%) 31 3.73 26 | 7.13 51 0.1% 32 15.3% 9 14.4% 39 1.8% 12 24.7% 52 (7.1%) 38 36.5% 33 34.6%
Palos Verdes Estates 28 (1.0%) 39 (4.8%) 1| 5047 3 | 44.98 62 (1.1%) 68 (2.4%) 41 2.1% 32 4.9% 22 9.4% 44 (4.7%) 60 10.7% 50 15.7%
Paramount 62 | (12.5%) 38 | (4.7%) 61| 213 22 | 9.94 77| (6.3%) 17| 39.5% 51 0.2% 42 1.4% 5 42.6% 29 1.6% 30 49.9% 23 | 49.6%
Pasadena 51 (8.3%) 72 | (18.0%) 63 | 2.01 73| 2.04 23 3.0% 26 | 20.7% 22 7.3% 8 11.2% 67 | (12.4%) 14 7.7% 78 (.8%) 75 | (23.1%)
Pico Rivera 64 | (17.1%) 59 | (12.4%) 54 | 2.32 54 | 3.67 20 3.2% 8| 80.9% 68 (8.6%) 49 (1.7%) 60 (6.8%) 31 1.2% 59 11.5% 67 0.0%
Pomona 48 (7.0%) 57 | (11.2%) 78 | 1.48 71| 222 57 (.7%) 13 | 41.0% 48 0.9% 24 6.2% 70 | (13.0%) 73| (62.2%) 72 0.0% 67 0.0%
Rancho Palos Verdes 4 10.4% 1 11.8% 7] 12.25 4 | 41.90 22 3.0% 29 16.4% 3 25.5% 1 26.2% 49 (2.4%) 18 5.6% 22 66.7% 14 | 71.4%
Redondo Beach 23 (.0%) 34 | (3.0%) 20 | 457 36| 513 32 2.2% 36 10.0% 34 4.1% 37 2.4% 6 38.0% 37 (1.9%) 72 0.0% 65 0.6%
Rolling Hills 80 | (45.6%) 66 | (14.3%) 3| 36.59 2 | 45.56 82 | (12.9%) 52 1.5% 38 2.6% 69 | (16.0%) 39 3.1% 50 (6.4%) 4| 206.8% 3| 177.0%
Rolling Hills Estates 30 (1.6%) 11 4.5% 9| 10.57 19 | 10.72 31 2.4% 39 8.1% 65 (7.3%) 22 6.3% 72 (15.1%) 8 17.0% 47 28.5% 30 35.2%
Rosemead 71|  (26.4%) 71| (17.3%) 64| 1.98 15 | 15.41 4 8.4% 11| 56.2% 66 (7.6%) 46 0.4% 63 (9.6%) 41 (3.3%) 26 57.6% 20 | 56.0%
San Dimas 75| (30.5%) 6 5.9% 25| 411 20 | 10.30 33 2.1% 20 | 33.2% 46 1.3% 36 2.5% 43 1.6% 35 (.9%) 27 55.2% 19 | 56.1%
San Fernando 49 (7.5%) 30| (1.6%) 39| 2098 43| 481 58 (:7%) 50 3.0% 80 | (32.0%) 73 |  (30.0%) 84 | (704.9%) 75 | (99.7%) 81 (4.4%) 74 | (10.0%)
San Gabriel 45 (5.8%) 47| (7.7%) 18| 481 45| 4.70 69 | (3.4%) 67 | (2.2%) 75 | (22.2%) 75 | (33.4%) 46 0.2% 68 | (25.9%) 79 (2.1%) 61 3.5%
San Marino 72 (27.2%) 67 | (15.0%) 5| 15.44 9 | 21.50 47 0.4% 58 0.2% 18 9.1% 15 8.7% 62 (8.9%) 64 (18.1%) 15 79.8% 13 72.6%
Santa Clarita 67 | (19.7%) 32| (2.4%) 14| 6.22 21 | 10.14 36 1.7% 43 6.1% 7 15.5% 61 (8.0%) 25 7.6% 62 | (16.4%) 21 69.7% 16 | 58.4%
Santa Fe Springs 24 (.7%) 73 | (19.0%) 73| 166 29 | 6.27 19 3.7% 9| 72.8% 71| (11.4%) 65 | (11.4%) 31 6.7% 5 25.4% 40 35.4% 25 | 43.1%
Santa Monica 46 (6.7%) 42| (5.9%) 26 | 3.98 35| 5.28 30 2.4% 30| 16.3% 55 (1.7%) 3 23.2% 7 37.0% 3 41.0% 34 40.0% 31| 35.1%
Sierra Madre 37 (3.3%) 64 | (13.7%) 6| 12.97 12 | 16.57 59 (.8%) 61 (.4%) 12 11.3% 10 10.5% 27 7.5% 53 (7.4%) 23 65.2% 54 | 12.2%
Signal Hill 81 | (64.0%) 65 | (14.2%) 76| 152 18 | 11.31 41 1.3% 6| 101.5% 31 4.5% 25 6.1% 20 9.8% 23 2.5% 35 39.1% 27 | 41.7%
South EI Monte 21 0.2% 15 3.5% 83 1.13 23| 9.38 1 100.0% 2| 237.1% 50 0.4% 12 9.6% 80 (51.7%) 1 59.7% 69 2.0% 53 13.2%
South Gate 14 2.4% 14 3.6% 47 2.68 56 | 3.56 7 6.8% 33 14.6% 54 (1.0%) 43 1.2% 32 6.5% 26 2.0% 58 13.2% 46 19.5%
South Pasadena 38 (3.9%) 4 7.7% 55 | 2.31 70| 2.32 17 4.0% 55 0.9% 13 11.2% 30 5.5% 14 20.8% 13 9.0% 29 53.9% 21| 55.6%
Temple City 2 12.0% 18 2.2% 13| 7.19 13 | 16.34 12 5.7% 41 7.7% 26 6.3% 27 5.8% 40 2.5% 45 (5.0%) 2| 236.1% 42 | 22.5%
Torrance 18 2.0% 7 5.8% 43 2.88 55| 3.66 42 1.2% 27 18.6% 43 1.9% 23 6.2% 58 (6.0%) 27 1.9% 63 9.7% 44 21.4%
Vernon 83 | (110.4%) 77 | (83.9%) 81| 1.29 77| 1.14 791 (97%) 77 | (51.4%) 84 | (100.3%) 77 | (108.1%) 81| (58.5%) 77 | (455.0%) 82 (8.2%) 77 | (47.4%)
Walnut 74 (29.3%) 23 (.0%) 34 3.49 1| 48.92 54 (.2%) 21 31.7% 35 3.5% 64 (10.3%) 79 (31.7%) 46 (5.2%) 72 0.0% 63 0.7%
West Covina 29 (1.2%) 43 (6.3%) 62 2.07 51| 4.00 71 (3.9%) 25 21.8% 62 (5.5%) 66 (11.7%) 59 (6.2%) 40 (2.9%) 54 17.0% 39 24.4%
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Exhibit 3: Results and Rankings of Cities on Fiscal Health Criteria

All Funds General Fund
Net Revenue Percent Ratio of Assets to Liabilities Change in Net Assets General Fund Net Revenue Change in General Fund Balance Unassigned General Fund Balance
FY 2010-11 FY 2011-12 FY 2010-11 FY 2011-12 FY 2010-11 FY 2011-12 FY 2010-11 FY 2011-12 FY 2010-11 FY 2011-12 FY 2010-11 FY 2011-12

City Rank | Percent | Rank | Percent | Rank | Ratio | Rank | Ratio | Rank | Percent | Rank | Percent | Rank | Percent | Rank | Percent | Rank | Percent | Rank | Percent | Rank Percent | Rank Percent

West Hollywood 59 (11.8%) 20 1.0% 46 2.78 49 | 4.23 18 3.9% 46 5.0% 8 14.7% 4 17.4% 21 9.6% 28 1.7% 80 (2.2%) 51 15.6%
Westlake Village 41 (4.6%) 54 | (10.9%) 37| 313 59 | 3.16 68 | (3.3%) 56 0.3% 47 1.2% 13 9.4% 56 (5.4%) 34 (.9%) 12 92.7% 4 | 139.3%
Whittier 22 (.0%) 60 | (12.6%) 40 | 2.94 30| 6.23 37 1.5% 28 | 18.2% 17 9.3% 55 (4.3%) 45 0.2% 43 (4.4%) 32 43.7% 26 | 42.0%
Average - All Cities (12.5%) (6.2%) 5.45 8.92 0.8% 24.0% (1.7%) (1.5%) (3.8%) (14.5%) 51.4% 38.3%

Source: Comprehensive Annual Financial Report (CAFR) or Basic Financial Statements obtained from each City.
Financial information for FY 2010-11 or FY 2011-12 was not available from the cities of Avalon, Bell, Compton, and Maywood as of April 25, 2013.
Financial information for FY 2011-12 was not available from the cities of Azusa, Bradbury, Hawaiian Gardens, Huntington Park, Inglewood, La Habra Heights, and Lawndale as of April 25, 2013.
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Net Revenue Percent — All Funds

Net Revenue Percent is the percent of all revenues remaining after all city expenditures.
Revenues are the amount received by a city from taxes, fees, permits, licenses, interest,
intergovernmental sources, and other sources during the fiscal year. Expenditures are the actual
spending of governmental funds by each city. If a city spends less than received the net revenues
and percentage would be positive. If a city spends more than received in revenues the net
revenues and percentage would be negative. The net revenue percent is calculated by dividing
net revenues by total revenues.

All Funds include each city’s general fund as well as any other funds for proprietary or business-
type activities which could include operating public utilities (power, water, parking, refuse
collection, etc.) or other non-governmental type activities.

As the following Exhibit shows, only 21 of the 84 cities spent less on all activities (governmental
and business) during Fiscal 2010-11 than revenue received. The remaining 61 cities spent more
than they received in revenue. Both the cities of Vernon and Bradbury spent more than twice
what was received in revenues. On average, cities expended 12.5% more than they received in
revenue during FY 2010-11.

The exhibit also shows that only 22 of the 77 cities spent less on all activities (governmental and
business) during Fiscal 2011-12 than revenue received. The remaining 55 cities spent more than
they received in revenue. The City of Vernon spent nearly 84% more than it received in
revenue. On average, cities expended 6.2% more than they received in revenue during FY 2011-
12.

Cities cannot sustain a pattern of spending more than received in revenue, and essentially not
living within their means during the fiscal year. Cities can balance their budgets by spending
down reserve funds, liquidating city assets, or increasing city debt or liabilities. Cities may also
have to make even more substantial reductions in city services.
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CITIES FISCAL HEALTH, GOVERNANCE AND MANAGEMENT

Exhibit 4: Total Revenues, Expenditures and Net Revenues (Ranked Highest to Lowest % Net Revenue)

Fiscal Year 2010-11

Fiscal Year 2011-12

Total Total Net Total % Net Total Total Net Total % Net

Rank City Revenues Expenditures Revenues Revenue | Rank City Revenues Expenditures Revenues Revenue
1 | La Habra Heights $6,456,271 $4,814,020 $1,642,251 25.4% 1 | Rancho Palos Verdes $29,011,389 $25,599,287 $3,412,102 11.8%
2 | Temple City $16,420,245 $14,450,445 $1,969,800 12.0% 2 | Hermosa Beach $31,902,779 $28,502,703 $3,400,076 10.7%
3 | La Canada Flintridge $19,534,017 $17,277,831 $2,256,186 11.6% 3 | Beverly Hills $183,970,715 $168,405,846 $15,564,869 8.5%
4 | Rancho Palos Verdes $28,586,567 $25,621,465 $2,965,102 10.4% 4 | South Pasadena $26,985,579 $24,903,588 $2,081,991 7.7%
5 | Claremont $39,818,642 $36,444,001 $3,374,641 8.5% 5 | Alhambra $77,589,141 $72,938,495 $4,650,646 6.0%
6 | Beverly Hills $175,405,113 $165,446,753 $9,958,360 5.7% 6 | San Dimas $27,917,381 $26,276,406 $1,640,975 5.9%
7 | Irwindale $40,546,295 $38,405,113 $2,141,182 5.3% 7 | Torrance $195,053,630 $183,716,160 $11,337,470 5.8%
8 | Gardena $55,501,464 $52,863,734 $2,637,730 4.8% 8 | Hidden Hills $1,986,620 $1,876,183 $110,437 5.6%
9 | Inglewood $168,424,179 $160,475,460 $7,948,719 4.7% 9 | Claremont $31,059,827 $29,552,680 $1,507,147 4.9%
10 | Manhattan Beach $56,452,978 $54,010,853 $2,442,125 4.3% 10 | Norwalk $67,602,693 $64,503,803 $3,098,890 4.6%
11 | La Verne $43,289,901 $41,424,471 $1,865,430 4.3% 11 | Rolling Hills Estates $7,471,225 $7,132,456 $338,769 4.5%
12 | Alhambra $86,087,510 $82,733,851 $3,353,659 3.9% 12 | Bellflower $36,546,102 $35,047,877 $1,498,225 4.1%
13 | Hermosa Beach $30,816,246 $29,665,905 $1,150,341 3.7% 13 | Gardena $60,252,815 $57,803,736 $2,449,079 4.1%
14 | South Gate $73,042,672 $71,273,643 $1,769,029 2.4% 14 | South Gate $68,837,572 $66,381,334 $2,456,238 3.6%
15 | Lakewood $63,285,286 $61,764,234 $1,521,052 2.4% 15 | South El Monte $17,648,546 $17,026,023 $622,523 3.5%
16 | Baldwin Park $52,944,564 $51,798,267 $1,146,297 2.2% 16 | Hawthorne $102,220,018 $98,760,719 $3,459,299 3.4%
17 | Culver City $133,585,980 $130,820,129 $2,765,851 2.1% 17 | Manhattan Beach $59,435,583 $57,509,547 $1,926,036 3.2%
18 | Torrance $189,407,666 $185,597,318 $3,810,348 2.0% 18 | Temple City $15,820,927 $15,475,107 $345,820 2.2%
19 | Palmdale $141,356,940 $139,337,830 $2,019,110 1.4% 19 | Duarte $19,196,567 $18,998,341 $198,226 1.0%
20 | Hawthorne $186,430,835 $183,901,004 $2,529,831 1.4% 20 | West Hollywood $91,152,934 $90,237,428 $915,506 1.0%
21 | South El Monte $20,521,754 $20,476,305 $45,449 0.2% 21 | Lakewood $54,708,076 $54,346,475 $361,601 0.7%
22 | Whittier $78,336,992 $78,342,050 ($5,058) (.0%) 22 | Calabasas $30,547,600 $30,485,913 $61,687 0.2%
23 | Redondo Beach $88,177,849 $88,219,070 ($41,221) (.0%) 23 | Walnut $20,430,639 $20,435,518 ($4,879) (.0%)
24 | Santa Fe Springs $80,476,230 $81,024,809 ($548,579) (.7%) 24 | Agoura Hills $17,919,772 $17,971,461 ($51,689) (.3%)
25 | Bellflower $36,027,628 $36,332,559 ($304,931) (.8%) 25 | La Verne $38,932,070 $39,181,093 ($249,023) (.6%)
26 | Long Beach $744,321,000 $750,896,000 ($6,575,000) (.9%) 26 | La Canada Flintridge $18,415,244 $18,566,862 ($151,618) (.8%)
27 | La Mirada $48,688,901 $49,179,035 ($490,134) (1.0%) 27 | Montebello $57,758,906 $58,306,019 ($547,113) (.9%)
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CITIES FISCAL HEALTH, GOVERNANCE AND MANAGEMENT

Exhibit 4: Total Revenues, Expenditures and Net Revenues (Ranked Highest to Lowest % Net Revenue)

Fiscal Year 2010-11

Fiscal Year 2011-12

Total Total Net Total % Net Total Total Net Total % Net
Rank City Revenues Expenditures Revenues Revenue | Rank City Revenues Expenditures Revenues Revenue
28 | Palos Verdes Estates $17,223,619 $17,403,826 ($180,207) (1.0%) 28 | El Monte $90,057,014 $91,259,475 ($1,202,461) (1.3%)
29 | West Covina $95,268,424 $96,437,051 ($1,168,627) (1.2%) 29 | La Mirada $47,736,944 $48,379,569 ($642,625) (1.3%)
30 | Rolling Hills Estates $7,712,444 $7,832,849 ($120,405) (1.6%) 30 | San Fernando $24,146,351 $24,538,873 ($392,522) (1.6%)
31 | Duarte $34,095,894 $34,632,208 ($536,314) (1.6%) 31 | Commerce $67,986,383 $69,373,238 ($1,386,855) (2.0%)
32 | Hawaiian Gardens $25,743,947 $26,346,129 ($602,182) (2.3%) 32 | Santa Clarita $152,265,233 $155,915,292 ($3,650,059) (2.4%)
33 | Bell Gardens $36,168,220 $37,050,365 ($882,145) (2.4%) 33 | Baldwin Park $48,524,783 $49,903,793 ($1,379,010) (2.8%)
34 | Montebello $66,692,379 $68,373,345 ($1,680,966) (2.5%) 34 | Redondo Beach $91,638,205 $94,354,704 ($2,716,499) (3.0%)
35 | El Segundo $56,848,924 $58,596,145 ($1,747,221) (3.1%) 35 | Cerritos $109,564,187 $113,114,628 ($3,550,441) (3.2%)
36 | Monterey Park $55,463,357 $57,263,879 ($1,800,522) (3.2%) 36 | Glendora $30,977,345 $32,193,962 ($1,216,617) (3.9%)
37 | Sierra Madre $12,843,017 $13,269,118 ($426,101) (3.3%) 37 | Arcadia $56,153,430 $58,500,098 ($2,346,668) (4.2%)
38 | South Pasadena $26,638,387 $27,690,116 ($1,051,729) (3.9%) 38 | Paramount $37,787,256 $39,563,203 ($1,775,947) (4.7%)
39 | Calabasas $36,731,853 $38,212,438 ($1,480,585) (4.0%) 39 | Palos Verdes Estates $17,091,040 $17,908,727 ($817,687) (4.8%)
40 | Huntington Park $63,437,740 $66,277,764 ($2,840,024) (4.5%) 40 | Lynwood $45,862,239 $48,097,169 ($2,234,930) (4.9%)
41 | Westlake Village $14,500,353 $15,172,774 ($672,421) (4.6%) 41 | Palmdale $111,567,854 $117,835,268 ($6,267,414) (5.6%)
42 | Lomita $10,296,872 $10,817,426 ($520,554) (5.1%) 42 | Santa Monica $511,734,482 $542,070,392 | ($30,335,910) (5.9%)
43 | Los Angeles $6,318,612,000 | $6,651,535,000 | ($332,923,000) (5.3%) 43 | West Covina $85,979,949 $91,360,471 ($5,380,522) (6.3%)
44 | Glendora $36,854,996 $38,914,427 ($2,059,431) (5.6%) 44 | Los Angeles $6,576,754,000 | $7,011,640,000 | ($434,886,000) (6.6%)
45 | San Gabriel $38,303,555 $40,538,198 ($2,234,643) (5.8%) 45 | LaPuente $15,713,794 $16,816,779 ($1,102,985) (7.0%)
46 | Santa Monica $396,641,357 $423,138,169 | ($26,496,812) (6.7%) 46 | Bell Gardens $33,200,350 $35,618,158 ($2,417,808) (7.3%)
47 | Norwalk $89,562,951 $95,718,805 ($6,155,854) (6.9%) 47 | San Gabriel $36,799,301 $39,631,027 ($2,831,726) (7.7%)
48 | Pomona $176,700,431 $189,109,432 | ($12,409,001) (7.0%) 48 | Lomita $10,488,783 $11,312,101 ($823,318) (7.8%)
49 | San Fernando $31,472,500 $33,826,270 ($2,353,770) (7.5%) 49 | Lancaster $106,994,246 $116,817,014 ($9,822,768) (9.2%)
50 | La Puente $15,486,398 $16,674,410 ($1,188,012) (7.7%) 50 | Monterey Park $52,083,910 $56,967,467 ($4,883,557) (9.4%)
51 | Pasadena $310,528,675 $336,154,767 | ($25,626,092) (8.3%) 51 | Industry $167,355,363 $183,339,067 | ($15,983,704) (9.6%)
52 | Artesia $10,989,185 $11,914,997 ($925,812) (8.4%) 52 | Irwindale $29,430,380 $32,307,998 ($2,877,618) (9.8%)
53 | Glendale $296,327,000 $323,168,000 | ($26,841,000) (9.1%) 53 | Monrovia $50,889,132 $55,958,172 ($5,069,040) | (10.0%)
54 | Burbank $230,591,000 $253,105,000 | ($22,514,000) (9.8%) 54 | Westlake Village $15,173,722 $16,828,541 ($1,654,819) | (10.9%)
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CITIES FISCAL HEALTH, GOVERNANCE AND MANAGEMENT

Exhibit 4: Total Revenues, Expenditures and Net Revenues (Ranked Highest to Lowest % Net Revenue)

Fiscal Year 2010-11

Fiscal Year 2011-12

Total Total Net Total % Net Total Total Net Total % Net
Rank City Revenues Expenditures Revenues Revenue | Rank City Revenues Expenditures Revenues Revenue
55 | Cerritos $101,044,955 $111,246,026 | ($10,201,071) | (10.1%) 55 | Malibu $28,421,773 $31,565,940 ($3,144,167) | (11.1%)
56 | El Monte $91,497,196 $101,031,712 ($9,534,516) | (10.4%) 56 | Glendale $258,957,000 $287,936,000 | ($28,979,000) | (11.2%)
57 | Lynwood $51,010,935 $56,896,279 ($5,885,344) | (11.5%) 57 | Pomona $147,673,782 $164,237,168 | ($16,563,386) | (11.2%)
58 | Carson $106,849,098 $119,326,096 | ($12,476,998) | (11.7%) 58 | Cudahy $10,981,676 $12,298,062 ($1,316,386) | (12.0%)
59 | West Hollywood $93,069,529 $104,010,240 | ($10,940,711) | (11.8%) 59 | Pico Rivera $63,549,162 $71,405,949 ($7,856,787) | (12.4%)
60 | Industry $192,308,249 | $215,346,063 | ($23,037,814) | (12.0%) 60 | Whittier $68,696,215 $77,344,117 ($8,647,902) | (12.6%)
61 | Commerce $75,567,672 $84,678,025 ($9,110,353) | (12.1%) 61 | El Segundo $56,220,110 $63,791,780 ($7,571,670) | (13.5%)
62 | Paramount $50,529,929 $56,826,715 ($6,296,786) | (12.5%) 62 | Downey $77,559,000 $88,020,000 | ($10,461,000) | (13.5%)
63 | Arcadia $61,191,647 $70,570,837 ($9,379,190) | (15.3%) 63 | Covina $37,960,839 $43,156,145 ($5,195,306) | (13.7%)
64 | Pico Rivera $61,415,487 $71,893,503 | ($10,478,016) | (17.1%) 64 | Sierra Madre $11,182,144 $12,712,931 ($1,530,787) | (13.7%)
65 | Downey $81,960,000 $96,542,000 | ($14,582,000) | (17.8%) 65 | Signal Hill $27,749,195 $31,682,253 ($3,933,058) | (14.2%)
66 | Covina $44,510,982 $52,454,325 ($7,943,343) | (17.8%) 66 | Rolling Hills $1,634,820 $1,868,965 ($234,145) | (14.3%)
67 | Santa Clarita $133,197,193 $159,438,000 | ($26,240,807) | (19.7%) 67 | San Marino $22,782,822 $26,206,773 ($3,423,951) | (15.0%)
68 | Azusa $45,373,595 $54,357,111 ($8,983,516) | (19.8%) 68 | Culver City $107,089,835 $123,637,733 | ($16,547,898) | (15.5%)
69 | Lancaster $112,223,448 $136,732,232 | ($24,508,784) | (21.8%) 69 | Burbank $212,012,000 $247,189,000 | ($35,177,000) | (16.6%)
70 | Hidden Hills $1,941,845 $2,393,563 ($451,718) | (23.3%) 70 | Artesia $10,236,246 $11,988,734 ($1,752,488) | (17.1%)
71 | Rosemead $32,963,479 $41,668,718 ($8,705,239) | (26.4%) 71 | Rosemead $30,363,930 $35,614,356 ($5,250,426) | (17.3%)
72 | San Marino $23,745,622 $30,214,969 ($6,469,347) (27.2%) 72 | Pasadena $296,816,607 $350,327,610 ($53,511,003) (18.0%)
73 | Malibu $25,842,406 $33,393,351 ($7,550,945) | (29.2%) 73 | Santa Fe Springs $68,735,329 $81,778,621 | ($13,043,292) | (19.0%)
74 | Walnut $20,725,302 $26,788,349 ($6,063,047) | (29.3%) 74 | Carson $99,831,047 | $124,270,497 | ($24,439,450) | (24.5%)
75 | San Dimas $31,327,423 $40,866,676 ($9,539,253) | (30.5%) 75 | Long Beach $678,093,000 $848,789,000 | ($170,696,000) | (25.2%)
76 | Diamond Bar $25,035,214 $33,040,359 ($8,005,145) | (32.0%) 76 | Diamond Bar $26,330,887 $43,649,908 | ($17,319,021) | (65.8%)
77 | Lawndale $21,006,256 $29,229,256 ($8,223,000) | (39.1%) 77 | Vernon $35,483,086 $65,241,372 | ($29,758,286) | (83.9%)
78 | Monrovia $55,044,292 $77,249,492 | ($22,205,200) | (40.3%) NA | Azusa
79 | Agoura Hills $22,136,934 $31,318,579 ($9,181,645) | (41.5%) NA | Bradbury
80 | Rolling Hills $1,805,117 $2,627,724 ($822,607) (45.6%) NA | Hawaiian Gardens
81 | Signal Hill $32,521,138 $53,326,400 | ($20,805,262) | (64.0%) NA | Huntington Park
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CITIES FISCAL HEALTH, GOVERNANCE AND MANAGEMENT

Exhibit 4: Total Revenues, Expenditures and Net Revenues (Ranked Highest to Lowest % Net Revenue)

Fiscal Year 2010-11

Fiscal Year 2011-12

Total Total Net Total % Net Total Total Net Total % Net
Rank City Revenues Expenditures Revenues Revenue | Rank City Revenues Expenditures Revenues Revenue
82 | Bradbury $1,276,231 $2,656,941 ($1,380,710) | (108.2%) NA | Inglewood
83 | Vernon $43,508,272 $91,538,194 | ($48,029,922) | (110.4%) NA | La Habra Heights
84 | Cudahy $12,766,738 $34,508,045 | ($21,741,307) | (170.3%) NA | Lawndale

Source: Comprehensive Annual Financial Report (CAFR) or Basic Financial Statements obtained from each City.
Financial information for FY 2010-11 or FY 2011-12 was not available from the cities of Avalon, Bell, Compton, and Maywood as of April 25, 2013.
Financial information for FY 2011-12 was not available from the cities of Azusa, Bradbury, Hawaiian Gardens, Huntington Park, Inglewood, La Habra Heights, and

Lawndale as of April 25, 2013.
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CITIES FISCAL HEALTH, GOVERNANCE AND MANAGEMENT

Ratio of Assets to Liabilities — All Funds

The Ratio of Assets to Liabilities is the total assets of a city divided by the total liabilities of a
city. City assets include funds available for use by the city, as well as the value of any capital
assets such as land, buildings and improvements, machinery and equipment, and infrastructure.
Liabilities include accounts payable and long-term debt such as bonds, certificates of
participation, pension obligations, and insurance claims. Net assets are the total city assets less
total city liabilities.

The ratio of assets to liabilities is calculated by dividing a city’s total assets by its total liabilities.
This ratio is an indicator of a city’s solvency and ability to meet long-term obligations, including
financial obligations to creditors, employees, taxpayers, and suppliers; as well as its service
obligations to its residents. Ideally, cities would at minimum, have twice as many assets as
liabilities. This would give them an asset to liability ratio of 2.0 or better.

All Funds include each city’s general fund as well as any other funds for proprietary or business-
type activities which could include operating public utilities (power, water, parking, refuse
collection, etc.) or other non-governmental type activities.

As the following Exhibit shows, 63 of the 84 cities ratio of total assets to total liabilities were
greater than 2.0 in FY 2010-2011. The remaining 21 cities had total asset to total liability ratios
less than 2.0. This indicates that several cities solvency may be at risk, as may their ability to
meet future obligations. The City of Huntington Park had the lowest ratio at .62. The average
ratio of total assets to liabilities was 5.45.

The exhibit also shows that 73 of the 77 cities ratio of total assets to total liabilities was greater
than 2.0 in FY 2011-2012. The remaining 4 cities had total asset to total liability ratios less than
2.0. The City of Vernon had the lowest ratio at 1.14. The average ratio of total assets to
liabilities was 8.92.
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CITIES FISCAL HEALTH, GOVERNANCE AND MANAGEMENT

Exhibit 5: Ratio of Assets to Liabilities (Ranked Highest to Lowest Asset / Liability Ratio)

Fiscal Year 2010-11

Fiscal Year 2011-12

Total Total Net Asset/Liab Total Total Net Asset/Liab
Rank City Assets Liabilities Assets Ratio Rank City Assets Liabilities Assets Ratio

1 | Palos Verdes Estates $88,420,940 $1,752,074 $86,668,866 50.47 1 | walnut $115,898,582 $2,369,123 $113,529,459 48.92
2 | Bradbury $5,872,368 $119,172 $5,753,196 49.28 2 | Rolling Hills $6,123,294 $134,391 $5,988,903 45.56
3 | Rolling Hills $6,064,186 $165,740 $5,898,446 36.59 3 | Palos Verdes Estates $84,101,994 $1,869,782 $82,232,212 44.98
4 | Diamond Bar $427,954,451 $17,170,854 $410,783,597 24,92 4 | Rancho Palos Verdes $205,133,651 $4,895,237 $200,238,414 41.90
5 | San Marino $213,879,205 $13,848,139 $200,031,066 15.44 5 | Irwindale $180,683,695 $4,508,093 $176,175,602 40.08
6 | Sierra Madre $237,392,680 $18,307,775 $219,084,905 12.97 6 | Cerritos $521,222,864 $13,299,104 $507,923,760 39.19
7 | Rancho Palos Verdes $183,351,452 $14,962,024 $168,389,428 12.25 7 | Duarte $99,124,139 $2,902,268 $96,221,871 34.15
8 | LaHabra Heights $13,077,532 $1,112,685 $11,964,847 11.75 8 | Diamond Bar $422,435,232 $16,574,686 $405,860,546 2549
9 | Rolling Hills Estates $11,410,435 $1,079,312 $10,331,123 10.57 9 | San Marino $209,846,258 $9,760,547 $200,085,711 21.50
10 | Hidden Hills $7,803,640 $740,696 $7,062,944 10.54 10 | Lancaster $1,186,102,650 $65,739,528 | $1,120,363,122 18.04
11 | Lakewood $196,928,360 $22,239,508 $174,688,852 8.85 11 | Lakewood $230,380,255 $12,818,746 $217,561,509 17.97
12 | Hermosa Beach $94,678,094 $12,733,849 $81,044,245 7.44 12 | sierra Madre $232,472,623 $14,030,072 $218,442,551 16.57
13 | Temple City $70,306,143 $9,784,669 $60,521,474 7.19 13 | Temple City $69,449,861 $4,249,629 $65,200,232 16.34
14 | Santa Clarita $1,065,979,745 $171,394,178 $894,585,567 6.22 14 | cudahy $27,660,302 $1,772,078 $25,888,224 1561
15 | La Verne $159,341,073 $29,061,008 $130,280,065 5.48 15 | Rosemead $84,020,443 $5,451,588 $78,568,855 1541
16 | El Segundo $180,643,289 $32,996,639 $147,646,650 5.47 16 | Hidden Hills $7,709,555 $630,966 $7,078,589 1222
17 | Lomita $54,868,086 $10,991,133 $43,876,953 4.99 17 | La Mirada $215,552,893 $18,941,473 $196,611,420 1138
18 | San Gabriel $70,957,616 $14,737,559 $56,220,057 4.81 18 | Signal Hill $137,305,258 $12,138,801 $125,166,457 1131
19 | El Monte $588,985,234 $123,456,692 $465,528,542 4.77 19 | Rolling Hills Estates $12,316,003 $1,148,403 $11,167,600 10.72
20 | Redondo Beach $281,608,087 $61,583,267 $220,024,820 457 20 | San Dimas $113,932,782 $11,061,620 $102,871,162 10.30
21 | Duarte $97,086,406 $21,786,945 $75,299,461 4.46 21 | Santa Clarita $1,053,397,301 $103,905,196 $949,492,105 10.14
22 | claremont $180,897,011 $40,689,331 $140,207,680 4.45 22 | Paramount $144,711,469 $14,555,553 $130,155,916 9.94
23 | Arcadia $250,144,554 $58,079,723 $192,064,831 431 23 | South EIl Monte $19,907,415 $2,121,622 $17,785,793 9.38
24 | Manhattan Beach $233,817,711 $56,806,938 $177,010,773 412 24 | Agoura Hills $96,625,546 $12,809,549 $83,815,997 7.54
25 | San Dimas $101,991,554 $24,826,864 $77,164,690 411 25 | Bell Gardens $191,871,967 $26,447,660 $165,424,307 7.25
26 | Santa Monica $2,099,921,023 $527,963,742 | $1,571,957,281 3.98 26 | Palmdale $990,239,602 $138,797,258 $851,442,344 7.13
27 | Glendale $2,226,232,000 $570,565,000 | $1,655,667,000 3.90 27 | LaVerne $154,179,006 $22,230,669 $131,948,337 6.94
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CITIES FISCAL HEALTH, GOVERNANCE AND MANAGEMENT

Exhibit 5: Ratio of Assets to Liabilities (Ranked Highest to Lowest Asset / Liability Ratio)

Fiscal Year 2010-11

Fiscal Year 2011-12

Total Total Net Asset/Liab Total Total Net Asset/Liab
Rank City Assets Liabilities Assets Ratio Rank City Assets Liabilities Assets Ratio

28 | Lancaster $1,201,979,276 $309,840,170 $892,139,106 3.88 28 | Arcadia $211,749,407 $30,596,842 $181,152,565 6.92
29 | Agoura Hills $116,577,048 $30,528,813 $86,048,235 3.82 29 | santa Fe Springs $224,620,141 $35,848,313 $188,771,828 6.27
30 | Downey $376,504,000 $100,120,000 $276,384,000 3.76 30 | Whittier $324,214,159 $52,081,755 $272,132,404 6.23
31 | Palmdale $999,515,730 $267,635,592 $731,880,138 3.73 31 | Hermosa Beach $96,306,380 $16,337,945 $79,968,435 5.89
32 | Burbank $1,880,182,000 $534,489,000 |  $1,345,693,000 3.52 32 | Norwalk $274,460,360 $48,158,429 $226,301,931 5.70
33 | Glendora $225,395,493 $64,330,673 $161,064,820 3.50 33 | El Monte $594,012,036 $109,264,631 $484,747,405 544
34 | walnut $120,777,488 $34,584,543 $86,192,945 3.49 34 | Lomita $53,189,162 $9,981,603 $43,207,559 5.33
35 | Calabasas $142,042,050 $40,792,991 $101,249,059 3.48 35 | Santa Monica $2,255,578,274 $427,105,828 | $1,828,472,446 5.28
36 | Bellflower $101,310,675 $30,777,138 $70,533,537 3.29 36 | Redondo Beach $300,717,204 $58,608,458 $242,108,746 5.13
37 | Westlake Village $58,313,392 $18,618,023 $39,695,369 3.13 37 | Glendora $204,385,316 $40,221,117 $164,164,199 5.08
38 | Malibu $149,475,186 $49,713,408 $99,761,778 3.01 38 | culver City $472,606,147 $93,084,870 $379,521,277 5.08
39 | san Fernando $90,834,622 $30,503,287 $60,331,335 2.98 39 | Artesia $20,335,920 $4,023,492 $16,312,428 5.05
40 | whittier $348,490,082 $118,356,840 $230,133,242 2.94 40 | Burbank $1,815,963,000 $364,619,000 |  $1,451,344,000 4.98
41 | Bell Gardens $153,430,820 $52,319,436 $101,111,384 2.93 41 | Claremont $170,116,198 $34,524,762 $135,591,436 4.93
42 | Gardena $180,905,947 $62,498,588 $118,407,359 2.89 42 | Glendale $2,059,200,000 $420,737,000 |  $1,638,463,000 4.89
43 | Torrance $650,556,692 $226,219,659 $424,337,033 2.88 43 | San Fernando $78,474,183 $16,305,374 $62,168,809 4.81
44 | Lawndale $81,868,788 $28,703,834 $53,164,954 2.85 44 | Downey $369,282,000 $77,836,000 $291,446,000 4.74
45 | cerritos $518,137,390 $183,360,486 $334,776,904 2.83 45 | San Gabriel $68,198,445 $14,507,466 $53,690,979 4.70
46 | West Hollywood $365,313,019 $131,186,941 $234,126,078 2.78 46 | Bellflower $103,767,025 $22,358,267 $81,408,758 4.64
47 | south Gate $376,365,993 $140,614,854 $235,751,139 2.68 47 | El Segundo $183,826,202 $40,961,299 $142,864,903 4.49
48 | carson $609,443,656 $229,799,077 $379,644,579 2.65 48 | Baldwin Park $190,905,224 $42,620,143 $148,285,081 4.48
49 | Ccovina $221,644,683 $84,990,065 $136,654,618 2.61 49 | West Hollywood $322,446,228 $76,195,168 $246,251,060 4.23
50 | La Canada Flintridge $109,044,832 $41,985,623 $67,059,209 2.60 50 | Manhattan Beach $241,463,953 $59,289,301 $182,174,652 4.07
51 | Beverly Hills $1,078,152,658 $422 582,158 $655,570,500 255 51 | West Covina $330,435,933 $82,658,973 $247,776,960 4.00
52 | Alhambra $296,469,828 $119,622,630 $176,847,198 2.48 52 | Alhambra $276,233,851 $73,299,805 $202,934,046 3.77
53 | Lynwood $238,731,698 $96,479,834 $142,251,864 2.47 53 | Covina $176,604,781 $47,891,935 $128,712,846 3.69
54 | Pico Rivera $347,770,725 $149,661,007 $198,109,718 2.32 54 | Pico Rivera $412,274,202 $112,231,407 $300,042,795 3.67
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CITIES FISCAL HEALTH, GOVERNANCE AND MANAGEMENT

Exhibit 5: Ratio of Assets to Liabilities (Ranked Highest to Lowest Asset / Liability Ratio)

Fiscal Year 2010-11

Fiscal Year 2011-12

Total Total Net Asset/Liab Total Total Net Asset/Liab
Rank City Assets Liabilities Assets Ratio Rank City Assets Liabilities Assets Ratio

55 | South Pasadena $144,547 447 $62,543,545 $82,003,902 2.31 55 | Torrance $692,737,932 $189,521,542 $503,216,390 3.66
56 | Baldwin Park $188,761,132 $82,777,566 $105,983,566 2.28 56 | South Gate $351,583,719 $98,888,969 $252,694,750 3.56
57 | Long Beach $7,893,542,000 $3,503,942,000 $4,389,600,000 2.25 57 | Calabasas $141,403,315 $40,198,947 $101,204,368 3.52
58 | Irwindale $227,433,081 $101,140,971 $126,292,110 2.25 58 | Lynwood $198,530,985 $57,991,202 $140,539,783 3.42
59 | LaPuente $65,715,521 $29,478,455 $36,237,066 2.23 59 | Westlake Village $58,271,190 $18,459,480 $39,811,710 3.16
60 | Norwalk $310,876,969 $141,534,883 $169,342,086 2.20 60 | Monterey Park $181,010,277 $60,123,631 $120,886,646 3.01
61 | Paramount $176,074,523 $82,761,827 $93,312,696 2.13 61 | Malibu $144,784,540 $49,149,344 $95,635,196 2.95
62 | West Covina $393,668,391 $190,242,427 $203,425,964 2.07 62 | Gardena $176,980,217 $60,851,921 $116,128,296 2.91
63 | Pasadena $2,130,027,981 $1,057,963,954 $1,072,064,027 2.01 63 | Beverly Hills $1,096,047,778 $386,615,376 $709,432,402 2.83
64 | Rosemead $101,546,907 $51,231,316 $50,315,591 1.98 64 | LaPuente $61,958,667 $21,939,611 $40,019,056 2.82
65 | La Mirada $187,410,425 $101,432,571 $85,977,854 1.85 65 | La Canada Flintridge $109,404,743 $41,057,351 $68,347,392 2.66
66 | Industry $1,318,370,797 $713,739,635 $604,631,162 1.85 66 | Monrovia $147,325,528 $55,616,717 $91,708,811 2.65
67 | Artesia $34,469,124 $19,520,803 $14,948,321 177 67 | Hawthorne $210,886,565 $84,148,643 $126,737,922 251
68 | Los Angeles $48,314,850,000 | $27,828,798,000 | $20,486,052,000 1.74 68 | Montebello $187,942,699 $77,447,983 $110,494,716 2.43
69 | Culver City $501,853,833 $290,221,863 $211,631,970 1.73 69 | Long Beach $7,651,596,000 $3,195,961,000 $4,455,635,000 2.39
70 | Monterey Park $206,689,014 $120,080,758 $86,608,256 1.72 70 | South Pasadena $145,516,887 $62,739,288 $82,777,599 2.32
71 | Azusa $309,924,813 $182,897,208 $127,027,605 1.69 71 | Pomona $668,336,761 $300,869,530 $367,467,231 2.22
72 | Commerce $239,293,851 $141,490,074 $97,803,777 1.69 72 | Industry $1,072,760,770 $505,840,188 $566,920,582 2.12
73 | Santa Fe Springs $274,645,725 $165,374,866 $109,270,859 1.66 73 | Pasadena $2,238,931,695 $1,096,733,295 $1,142,198,400 2.04
74 | Inglewood $567,569,063 $353,685,792 $213,883,271 1.60 74 | Carson $123,719,473 $63,174,711 $60,544,762 1.96
75 | Hawaiian Gardens $67,599,243 $44,331,328 $23,267,915 1.52 75 | Los Angeles $49,152,203,000 | $27,736,333,000 | $21,415,870,000 17
76 | Signal Hill $182,250,557 $120,132,168 $62,118,389 1.52 76 | Commerce $218,084,817 $135,097,508 $82,987,309 161
77 | Montebello $236,456,171 $156,110,153 $80,346,018 151 77 | Vernon $690,600,768 $608,242,470 $82,358,298 114
78 | Pomona $798,930,067 $538,256,843 $260,673,224 1.48 NA | Azusa
79 | Hawthorne $212,647,750 $154,609,911 $58,037,839 1.38 NA | Bradbury
80 | Monrovia $188,236,546 $144,333,135 $43,903,411 1.30 NA | Hawaiian Gardens
81 | Vernon $799,130,095 $617,439,595 $181,690,500 1.29 NA | Huntington Park
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CITIES FISCAL HEALTH, GOVERNANCE AND MANAGEMENT

Exhibit 5: Ratio of Assets to Liabilities (Ranked Highest to Lowest Asset / Liability Ratio)

Fiscal Year 2010-11

Fiscal Year 2011-12

Total Total Net Asset/Liab Total Total Net Asset/Liab
Rank City Assets Liabilities Assets Ratio Rank City Assets Liabilities Assets Ratio
82 | Cudahy $34,358,801 $26,643,892 $7,714,909 1.29 NA | Inglewood
83 | South El Monte $45,102,055 $39,775,366 $5,326,689 1.13 NA | La Habra Heights
84 | Huntington Park $151,871,161 $244,914,916 ($93,043,755) 0.62 NA | Lawndale

Source: Comprehensive Annual Financial Report (CAFR) or Basic Financial Statements obtained from each City.
Financial information for FY 2010-11 or FY 2011-12 was not available from the cities of Avalon, Bell, Compton, and Maywood as of April 25, 2013.

Financial information for FY 2011-12 was not available from the cities of Azusa, Bradbury, Hawaiian Gardens, Huntington Park, Inglewood, La Habra Heights, and
Lawndale as of April 25, 2013.
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CITIES FISCAL HEALTH, GOVERNANCE AND MANAGEMENT

Change in Net Assets — All Funds

Change in Net Assets is the difference from the beginning of the fiscal year to the end of the
fiscal year in the total city assets minus total city liabilities. This change indicates the extent to
which total city assets are increasing or decreasing. ldeally, city net assets would be stable or
increasing. Declining net assets indicate cities are spending down their assets in order to meet
current financial obligations. The change in net assets is calculated by subtracting the previous
fiscal year’s net assets for each city from the current year’s net assets. If the result is a positive
number the net assets are increasing, if a negative number the net assets are decreasing.

All Funds include each city’s general fund as well as any other funds for proprietary or business-
type activities which could include operating public utilities (power, water, parking, refuse
collection, etc.) or other non-governmental type activities.

As the following exhibit shows, 52 of the 84 cities total net assets increased during FY 2010-11.
The remaining 32 cities net assets declined during FY 2010-11. The exhibit also shows that 58
of the 77 cities total net assets increased during FY 2011-12. The remaining 19 cities net assets
declined during FY 2011-12. The average change in net assets was 0.8% in 2010-11, and 24%
for FY 2011-12. A positive percentage change indicates that the city’s financial position is
improving, while a negative percentage change indicates that the city’s financial position is
deteriorating.
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CITIES FISCAL HEALTH, GOVERNANCE AND MANAGEMENT

Exhibit 6: Change in Net Assets (Ranked Positive to Negative Change in Net Assets)

Fiscal Year 2010-11

Fiscal Year 2011-12

Beginning Ending Change in Change in Beginning Ending Change in Change in

Rank City Net Assets Net Assets Net Assets Net Assets | Rank | City Net Assets Net Assets Net Assets Net Assets
1 | South El Monte $2,663,813 $5,326,689 $2,662,876 100.0% 1 | Cudahy $7,173,952 $25,888,224 $18,714,272 260.9%
2 | LaMirada $76,937,205 $85,977,854 $9,040,649 11.8% 2 | South El Monte $5,276,689 $17,785,793 $12,509,104 237.1%
3 | Irwindale $116,423,063 $126,292,110 $9,869,047 8.5% 3 | Monrovia $34,771,983 $91,708,811 $56,936,828 163.7%
4 | Rosemead $46,401,401 $50,315,591 $3,914,190 8.4% 4 | LaMirada $85,977,854 $196,611,420 $110,633,566 128.7%
5 | Bellflower $65,202,419 $70,533,537 $5,331,118 8.2% 5 | Hawthorne $58,037,839 $126,737,922 $68,700,083 118.4%
6 | Alhambra $163,529,822 $176,847,198 $13,317,376 8.1% 6 | Signal Hill $62,118,389 $125,166,457 $63,048,068 101.5%
7 | South Gate $220,778,915 $235,751,139 $14,972,224 6.8% 7 | Culver City $209,781,126 $379,521,277 | $169,740,151 80.9%
8 | Beverly Hills $614,725,670 $655,570,500 $40,844,830 6.6% 8 | Pico Rivera $165,900,924 $300,042,795 | $134,141,871 80.9%
9 | Montebello $75,599,044 $80,346,018 $4,746,974 6.3% 9 | Santa Fe Springs $109,270,859 $188,771,828 $79,500,969 72.8%
10 | La Canada Flintridge $63,263,101 $67,059,209 $3,796,108 6.0% 10 | Bell Gardens $101,111,384 $165,424,307 $64,312,923 63.6%
11 | Long Beach $4,145,131,000 $4,389,600,000 | $244,469,000 5.9% 11 | Rosemead $50,315,591 $78,568,855 $28,253,264 56.2%
12 | Temple City $57,233,673 $60,521,474 $3,287,801 5.7% 12 | Cerritos $334,776,904 $507,923,760 | $173,146,856 51.7%
13 | Hawthorne $54,890,570 $58,037,839 $3,147,269 5.7% 13 | Pomona $260,673,224 $367,467,231 | $106,794,007 41.0%
14 | Industry $571,843,610 $604,631,162 $32,787,552 5.7% 14 | Irwindale $125,553,473 $176,175,602 $50,622,129 40.3%
15 | Calabasas $96,242,704 $101,249,059 $5,006,355 5.2% 15 | Baldwin Park $105,983,566 $148,285,081 $42,301,515 39.9%
16 | Duarte $71,674,385 $75,299,461 $3,625,076 5.1% 16 | Monterey Park $86,608,256 $120,886,646 $34,278,390 39.6%
17 | South Pasadena $78,836,763 $82,003,902 $3,167,139 4.0% 17 | Paramount $93,312,696 $130,155,916 $36,843,220 39.5%
18 | West Hollywood $225,262,308 $234,126,078 $8,863,770 3.9% 18 | Montebello $80,346,018 $110,494,716 $30,148,698 37.5%
19 | Santa Fe Springs $105,335,804 $109,270,859 $3,935,055 3.7% 19 | Norwalk $169,342,086 $226,301,931 $56,959,845 33.6%
20 | Pico Rivera $191,918,476 $198,109,718 $6,191,242 3.2% 20 | San Dimas $77,241,648 $102,871,162 $25,629,514 33.2%
21 | Claremont $135,942,150 $140,207,680 $4,265,530 3.1% 21 | Walnut $86,192,945 $113,529,459 $27,336,514 3L.7%
22 | Rancho Palos Verdes $163,468,852 $168,389,428 $4,920,576 3.0% 22 | Duarte $75,750,203 $96,221,871 $20,471,668 27.0%
23 | Pasadena $1,040,811,812 $1,072,064,027 $31,252,215 3.0% 23 | Lancaster $894,735,818 $1,120,363,122 | $225,627,304 25.2%
24 | Lakewood $169,950,296 $174,688,852 $4,738,556 2.8% 24 | Lakewood $174,688,852 $217,561,509 $42,872,657 24.5%
25 | Monterey Park $84,302,457 $86,608,256 $2,305,799 2.7% 25 | West Covina $203,425,964 $247,776,960 $44,350,996 21.8%
26 | Los Angeles $19,954,256,000 $20,486,052,000 $531,796,000 2.7% 26 | Pasadena $946,405,167 $1,142,215,257 $195,810,090 20.7%
27 | LaVerne $127,166,259 $130,280,065 $3,113,806 2.4% 27 | Torrance $424,337,033 $503,216,390 $78,879,357 18.6%
28 | Baldwin Park $103,455,582 $105,983,566 $2,527,984 2.4% 28 | Whittier $230,133,242 $272,132,404 $41,999,162 18.2%
29 | Manhattan Beach $172,842,329 $177,010,773 $4,168,444 2.4% 29 | Rancho Palos Verdes $172,079,069 $200,238,415 $28,159,346 16.4%
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CITIES FISCAL HEALTH, GOVERNANCE AND MANAGEMENT

Exhibit 6: Change in Net Assets (Ranked Positive to Negative Change in Net Assets)

Fiscal Year 2010-11

Fiscal Year 2011-12

Beginning Ending Change in Change in Beginning Ending Change in Change in

Rank City Net Assets Net Assets Net Assets Net Assets | Rank | City Net Assets Net Assets Net Assets Net Assets
30 | Santa Monica $1,535,362,226 $1,571,957,281 $36,595,055 2.4% 30 | Santa Monica $1,571,957,281 $1,828,472,446 | $256,515,165 16.3%
31 | Rolling Hills Estates $10,091,850 $10,331,123 $239,273 2.4% 31 | Bellflower $70,414,588 $81,408,758 $10,994,170 15.6%
32 | Redondo Beach $215,266,893 $220,024,820 $4,757,927 2.2% 32 | Palmdale $738,666,238 $851,442,344 $112,776,106 15.3%
33 | San Dimas $75,610,910 $77,164,690 $1,553,780 2.1% 33 | South Gate $220,449,150 $252,694,750 $32,245,600 14.6%
34 | Culver City $207,459,913 $211,631,970 $4,172,057 2.0% 34 | Alhambra $177,111,578 $202,934,046 $25,822,468 14.6%
35 | Lynwood $139,691,580 $142,251,864 $2,560,284 1.8% 35 | LaPuente $36,237,066 $40,019,056 $3,781,990 10.4%
36 | Santa Clarita $879,262,993 $894,585,567 $15,322,574 1.7% 36 | Redondo Beach $220,008,247 $242,108,746 $22,100,499 10.0%
37 | Whittier $226,622,628 $230,133,242 $3,510,614 1.5% 37 | Artesia $14,988,321 $16,312,428 $1,324,107 8.8%
38 | LaPuente $35,699,326 $36,237,066 $537,740 1.5% 38 | Beverly Hills $655,570,500 $709,432,402 $53,861,902 8.2%
39 | Hermosa Beach $80,738,553 $81,944,245 $1,205,692 1.5% 39 | Rolling Hills Estates $10,331,123 $11,167,600 $836,477 8.1%
40 | Hidden Hills $6,960,798 $7,062,944 $102,146 1.5% 40 | Burbank $1,345,693,000 $1,451,344,000 | $105,651,000 7.9%
41 | Signal Hill $61,339,935 $62,118,389 $778,454 1.3% 41 | Temple City $60,521,475 $65,200,232 $4,678,757 7.7%
42 | Torrance $419,292,996 $424,337,033 $5,044,037 1.2% 42 | Commerce $77,866,876 $82,987,309 $5,120,433 6.6%
43 | El Monte $461,076,559 $465,528,542 $4,451,983 1.0% 43 | Santa Clarita $894,585,567 $949,492,105 $54,906,538 6.1%
44 | Artesia $14,822,791 $14,948,321 $125,530 0.8% 44 | Downey $275,778,000 $291,446,000 $15,668,000 5.7%
45 | Agoura Hills $85,359,390 $86,048,235 $688,845 0.8% 45 | Manhattan Beach $173,023,924 $182,174,652 $9,150,728 5.3%
46 | Lawndale $52,877,922 $53,164,954 $287,032 0.5% 46 | West Hollywood $234,567,423 $246,251,060 $11,683,637 5.0%
47 | San Marino $199,264,839 $200,031,066 $766,227 0.4% 47 | Glendora $156,845,282 $164,164,199 $7,318,917 4.7%
48 | Glendora $160,580,571 $161,064,820 $484,249 0.3% 48 | Los Angeles $20,486,052,000 | $21,415,870,000 | $929,818,000 4.5%
49 | Malibu $99,601,111 $99,761,778 $160,667 0.2% 49 | El Monte $465,528,542 $484,747,405 $19,218,863 4.1%
50 | Glendale $1,654,023,000 $1,655,667,000 $1,644,000 0.1% 50 | San Fernando $60,331,335 $62,168,809 $1,837,474 3.0%
51 | Palmdale $731,360,888 $731,880,138 $519,250 0.1% 51 | La Canada Flintridge $67,059,209 $68,347,392 $1,288,183 1.9%
52 | Hawaiian Gardens $23,261,691 $23,267,915 $6,224 0.0% 52 | Rolling Hills $5,898,446 $5,988,903 $90,457 1.5%
53 | Norwalk $169,547,365 $169,342,086 ($205,279) (:1%) 53 | Long Beach $4,389,600,000 $4,455,635,000 $66,035,000 1.5%
54 | Walnut $86,393,828 $86,192,945 ($200,883) (.2%) 54 | La Verne $130,280,065 $131,948,337 $1,668,272 1.3%
55 | Gardena $118,827,858 $118,407,359 ($420,499) (:4%) 55 | South Pasadena $82,003,902 $82,777,599 $773,697 0.9%
56 | Burbank $1,353,345,000 $1,345,693,000 ($7,652,000) (.6%) 56 | Westlake Village $39,695,369 $39,811,710 $116,341 0.3%
57 | Pomona $262,449,409 $260,673,224 ($1,776,185) (.7%) 57 | Hidden Hills $7,062,944 $7,078,589 $15,645 0.2%
58 | San Fernando $60,778,589 $60,331,335 ($447,254) (.7%) 58 | San Marino $199,706,593 $200,085,711 $379,118 0.2%
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CITIES FISCAL HEALTH, GOVERNANCE AND MANAGEMENT

Exhibit 6: Change in Net Assets (Ranked Positive to Negative Change in Net Assets)

Fiscal Year 2010-11

Fiscal Year 2011-12

Beginning Ending Change in Change in Beginning Ending Change in Change in
Rank City Net Assets Net Assets Net Assets Net Assets | Rank | City Net Assets Net Assets Net Assets Net Assets
59 | Sierra Madre $220,802,817 $219,084,905 ($1,717,912) (.8%) 59 | Calabasas $101,249,059 $101,204,368 ($44,691) (.0%)
60 | La Habra Heights $12,082,251 $11,964,847 ($117,404) (1.0%) 60 | Claremont $135,916,931 $135,591,436 ($325,495) (.2%)
61 | Cerritos $338,239,068 $334,776,904 ($3,462,164) (1.0%) 61 | Sierra Madre $219,400,219 $218,442,551 ($957,668) (.4%)
62 | Palos Verdes Estates $87,668,455 $86,668,866 ($999,589) (1.1%) 62 | Glendale $1,655,667,000 $1,638,463,000 ($17,204,000) (1.0%)
63 | Diamond Bar $416,022,622 $410,783,597 ($5,239,025) (1.3%) 63 | Lynwood $142,251,864 $140,539,783 ($1,712,081) (1.2%)
64 | Lancaster $904,318,000 $891,819,345 ($12,498,655) (1.4%) 64 | Diamond Bar $411,343,266 $405,860,546 ($5,482,720) (1.3%)
65 | El Segundo $149,895,666 $147,646,650 ($2,249,016) (1.5%) 65 | Lomita $43,876,953 $43,207,559 ($669,394) (1.5%)
66 | Lomita $44,653,981 $43,876,953 ($777,028) (1.7%) 66 | Gardena $118,407,359 $116,128,296 ($2,279,063) (1.9%)
67 | Inglewood $220,134,814 $213,883,271 ($6,251,543) (2.8%) 67 | San Gabriel $54,887,950 $53,690,979 ($1,196,971) (2.2%)
68 | Westlake Village $41,067,970 $39,695,369 ($1,372,601) (3.3%) 68 | Palos Verdes Estates $84,219,854 $82,232,212 ($1,987,642) (2.4%)
69 | San Gabriel $58,199,540 $56,220,057 ($1,979,483) (3.4%) 69 | Hermosa Beach $81,944,245 $79,968,435 ($1,975,810) (2.4%)
70 | Arcadia $199,030,502 $192,064,831 ($6,965,671) (3.5%) 70 | Agoura Hills $86,048,235 $83,815,997 ($2,232,238) (2.6%)
71 | West Covina $211,787,517 $203,425,964 ($8,361,553) (3.9%) 71 | Malibu $98,924,563 $95,635,196 ($3,289,367) (3.3%)
72 | Bell Gardens $105,822,495 $101,111,384 ($4,711,111) (4.5%) 72 | El Segundo $147,836,304 $142,864,903 ($4,971,401) (3.4%)
73 | Azusa $133,485,442 $127,027,605 ($6,457,837) (4.8%) 73 | Carson $379,644,579 $363,110,748 | ($16,533,831) (4.4%)
74 | Commerce $102,968,774 $97,803,777 ($5,164,997) (5.0%) 74 | Arcadia $192,064,831 $181,152,565 | ($10,912,266) (5.7%)
75 | Downey $291,298,000 $276,384,000 | ($14,914,000) (5.1%) 75 | Industry $604,631,162 $566,920,582 | ($37,710,580) (6.2%)
76 | Covina $145,143,945 $136,654,618 |  ($8,489,327) (5.8%) 76 | Covina $140,149,595 $128,712,846 | ($11,436,749) (8.2%)
77 | Paramount $99,609,482 $93,312,696 ($6,296,786) (6.3%) 77 | Vernon $169,354,729 $82,358,298 | ($86,996,431) (51.4%)
78 | Carson $419,286,360 $379,644,579 | ($39,641,781) (9.5%) NA | Azusa
79 | Vernon $201,108,074 $181,690,500 | ($19,417,574) (9.7%) NA | Bradbury
80 | Bradbury $6,402,883 $5,753,196 ($649,687) (10.1%) NA | Hawaiian Gardens
81 | Monrovia $49,199,339 $43,903,411 ($5,295,928) (10.8%) NA | Huntington Park
82 | Rolling Hills $6,775,878 $5,898,446 ($877,432) (12.9%) NA | Inglewood
83 | Huntington Park ($82,332,367) ($93,043,755) | ($10,711,388) (13.0%) NA | La Habra Heights
84 | Cudahy $28,414,815 $7,714,909 | ($20,699,906) (72.8%) NA | Lawndale

Source: Comprehensive Annual Financial Report (CAFR) or Basic Financial Statements obtained from each City.
Financial information for FY 2010-11 or FY 2011-12 was not available from the cities of Avalon, Bell, Compton, and Maywood as of April 25, 2013.
Financial information for FY 2011-12 was not available from the cities of Azusa, Bradbury, Hawaiian Gardens, Huntington Park, Inglewood, La Habra Heights, and Lawndale as of April 25, 2013.
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General Fund Net Revenue Percent

General Fund Net Revenue Percent is the percent of all general fund revenues remaining after
all city general fund expenditures. Revenues are the amount received by a city from taxes, fees,
permits, licenses, interest, intergovernmental sources, and other sources during the fiscal year.
Expenditures are the actual spending of governmental general funds by each city. If a city
spends less than received the general fund net revenues and percentage would be positive. If a
city spends more than received in revenues the net general fund revenues and percentage would
be negative. The general fund net revenue percent is calculated by dividing general fund net
revenues by total general fund revenues.

As the following Exhibit shows, 52 of the 84 cities received more in general fund revenues than
they expended on general funded governmental activities during Fiscal Year 2010-11. The
remaining 32 cities spent more on these activities than revenue received. The exhibit also shows
46 of the 77 cities received more in general fund revenues than they expended on general funded
governmental activities during Fiscal Year 2011-12. The remaining 31 cities spent more on
these activities than revenue received. Cities spent an average of 1.7% more than received in
revenue in FY 2010-11, and spent 1.5% more than received in revenue in FY 2011-12.

General Funds are used to fund core government activities such as government administration,
public safety, transportation, community development, and community services. Each city’s
general fund is used to provide resources to provide for the basic city services including police,
fire, parks, library, and administrative support services. A negative net general fund revenues
and percentage means a city’s ability to provide these essential services in the future may be at
risk, and they may have to make additional reductions in city services.
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Exhibit 7: General Fund Revenues, Expenditures and Net Revenues

Fiscal Year 2010-11 Fiscal Year 2011-12
General Fund General Fund | General Fund | % Net GF General Fund General Fund | General Fund | % Net GF
Rank City Revenues Expenditures Net Revenue Revenue Rank City Revenues Expenditures Net Revenue Revenue

1 | Duarte $20,672,184 $11,859,298 $8,812,886 42.6% 1 | Rancho Palos Verdes $23,670,857 $17,460,898 $6,209,959 26.2%
2 | Industry $51,331,181 $35,935,257 $15,395,924 30.0% 2 | LaMirada $37,134,080 $28,488,780 $8,645,300 23.3%
3 | Rancho Palos Verdes $22,921,818 $17,081,270 $5,840,548 25.5% 3 | Santa Monica $434,801,117 $334,088,752 $100,712,365 23.2%
4 | Norwalk $51,364,870 $42,346,732 $9,018,138 17.6% 4 | West Hollywood $72,214,859 $59,640,290 $12,574,569 17.4%
5 | La Canada Flintridge $12,797,722 $10,676,861 $2,120,861 16.6% 5 | Hermosa Beach $28,674,890 $24,769,924 $3,904,966 13.6%
6 | Culver City $82,739,285 $69,164,968 $13,574,317 16.4% 6 | LaPuente $10,793,192 $9,563,650 $1,229,542 11.4%
7 | Santa Clarita $79,670,171 $67,322,236 $12,347,935 15.5% 7 | Hawthorne $55,129,557 $48,919,950 $6,209,607 11.3%
8 | West Hollywood $68,722,966 $58,624,426 $10,098,540 14.7% 8 | Pasadena $195,589,261 $173,738,846 $21,850,415 11.2%
9 | Palmdale $55,974,288 $47,890,405 $8,083,883 14.4% 9 | Beverly Hills $172,764,744 $153,657,321 $19,107,423 11.1%
10 | Hawthorne $56,575,507 $48,639,631 $7,936,146 14.0% 10 | Sierra Madre $7,979,366 $7,140,524 $838,842 10.5%
11 | Beverly Hills $165,530,333 $146,061,614 $19,468,719 11.8% 11 | La Canada Flintridge $11,839,400 $10,612,344 $1,227,056 10.4%
12 | Sierra Madre $8,169,722 $7,242,599 $927,123 11.3% 12 | South El Monte $10,886,615 $9,841,361 $1,045,254 9.6%
13 | South Pasadena $22,014,073 $19,547,071 $2,467,002 11.2% 13 | Westlake Village $9,920,560 $8,988,739 $931,821 9.4%
14 | Hermosa Beach $27,196,751 $24,321,633 $2,875,118 10.6% 14 | Claremont $21,530,877 $19,647,490 $1,883,387 8.7%
15 | Bell Gardens $23,887,916 $21,497,729 $2,390,187 10.0% 15 | San Marino $21,351,300 $19,494,858 $1,856,442 8.7%
16 | La Mirada $31,266,046 $28,263,068 $3,002,978 9.6% 16 | Agoura Hills $11,308,176 $10,392,563 $915,613 8.1%
17 | Whittier $57,189,318 $51,856,441 $5,332,877 9.3% 17 | Norwalk $38,712,928 $35,674,163 $3,038,765 7.8%
18 | San Marino $21,952,839 $19,960,981 $1,991,858 9.1% 18 | Carson $65,424,619 $60,481,818 $4,942,801 7.6%
19 | Gardena $42,447,638 $38,830,154 $3,617,484 8.5% 19 | Duarte $12,214,688 $11,398,359 $816,329 6.7%
20 | Artesia $7,309,948 $6,700,829 $609,119 8.3% 20 | Commerce $50,069,711 $46,783,647 $3,286,064 6.6%
21 | Claremont $21,598,847 $19,872,514 $1,726,333 8.0% 21 | Hidden Hills $1,754,705 $1,641,310 $113,395 6.5%
22 | Pasadena $195,614,741 $181,402,037 $14,212,704 7.3% 22 | Rolling Hills Estates $6,366,990 $5,966,474 $400,516 6.3%
23 | Baldwin Park $24,076,977 $22,364,752 $1,712,225 7.1% 23 | Torrance $152,938,399 $143,470,325 $9,468,074 6.2%
24 | Carson $61,764,161 $57,407,400 $4,356,761 7.1% 24 | Pomona $76,869,936 $72,122,780 $4,747,156 6.2%
25 | Los Angeles $4,179,291,000 | $3,913,044,000 $266,247,000 6.4% 25 | Signal Hill $16,966,997 $15,928,094 $1,038,903 6.1%
26 | Temple City $10,644,685 $9,972,639 $672,046 6.3% 26 | Los Angeles $4,317,334,000 | $4,053,262,000 $264,072,000 6.1%
27 | Lakewood $42,507,652 $39,868,028 $2,639,624 6.2% 27 | Temple City $11,091,731 $10,444,775 $646,956 5.8%
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Exhibit 7: General Fund Revenues, Expenditures and Net Revenues

Fiscal Year 2010-11 Fiscal Year 2011-12
General Fund General Fund | General Fund | % Net GF General Fund General Fund | General Fund | % Net GF
Rank City Revenues Expenditures Net Revenue Revenue Rank City Revenues Expenditures Net Revenue Revenue

28 | Glendora $22,684,726 $21,338,243 $1,346,483 5.9% 28 | Manhattan Beach $53,987,382 $50,930,438 $3,056,944 5.7%
29 | Bellflower $23,607,679 $22,488,247 $1,119,432 4.7% 29 | Lakewood $41,824,853 $39,459,224 $2,365,629 5.7%
30 | Azusa $31,960,738 $30,462,297 $1,498,441 4.7% 30 | South Pasadena $22,361,777 $21,141,001 $1,220,776 5.5%
31 | Signal Hill $16,503,772 $15,763,663 $740,109 4.5% 31 | Gardena $44,782,462 $42,454,549 $2,327,913 5.2%
32 | Manhattan Beach $52,027,800 $49,765,852 $2,261,948 4.3% 32 | Palos Verdes Estates $10,775,050 $10,242,790 $532,260 4.9%
33 | Calabasas $20,437,186 $19,553,214 $883,972 4.3% 33 | Lomita $7,606,304 $7,301,566 $304,738 4.0%
34 | Redondo Beach $67,121,270 $64,350,055 $2,771,215 4.1% 34 | Calabasas $19,628,049 $18,860,625 $767,424 3.9%
35 | Walnut $11,794,092 $11,381,557 $412,535 3.5% 35 | Baldwin Park $23,433,623 $22,548,214 $885,409 3.8%
36 | Agoura Hills $11,031,740 $10,649,354 $382,386 3.5% 36 | San Dimas $18,230,694 $17,775,563 $455,131 2.5%
37 | Irwindale $17,891,101 $17,343,600 $547,501 3.1% 37 | Redondo Beach $67,811,693 $66,183,617 $1,628,076 2.4%
38 | Rolling Hills $1,620,797 $1,578,562 $42,235 2.6% 38 | Long Beach $388,538,000 $379,466,000 $9,072,000 2.3%
39 | Huntington Park $30,583,128 $29,862,365 $720,763 2.4% 39 | Palmdale $48,252,632 $47,398,402 $854,230 1.8%
40 | Lomita $7,429,243 $7,269,805 $159,438 2.1% 40 | Bell Gardens $22,483,823 $22,108,676 $375,147 1.7%
41 | Palos Verdes Estates $10,632,711 $10,406,520 $226,191 2.1% 41 | Industry $46,085,842 $45,418,773 $667,069 1.4%
42 | Covina $28,885,879 $28,329,627 $556,252 1.9% 42 | Paramount $23,155,325 $22,836,405 $318,920 1.4%
43 | Torrance $148,890,032 $146,087,069 $2,802,963 1.9% 43 | South Gate $37,427,784 $36,974,158 $453,626 1.2%
44 | Alhambra $50,980,178 $50,216,870 $763,308 1.5% 44 | Bellflower $23,056,942 $22,816,147 $240,795 1.0%
45 | Commerce $47,452,600 $46,748,647 $703,953 1.5% 45 | Monterey Park $32,412,385 $32,217,428 $194,957 0.6%
46 | San Dimas $19,188,807 $18,938,547 $250,260 1.3% 46 | Rosemead $17,078,236 $17,001,740 $76,496 0.4%
47 | Westlake Village $9,570,726 $9,452,130 $118,596 1.2% 47 | Lancaster $54,034,215 $54,517,133 ($482,918) (.9%)
48 | Pomona $76,597,406 $75,885,240 $712,166 0.9% 48 | Lynwood $27,181,216 $27,466,586 ($285,370) (1.0%)
49 | La Habra Heights $2,819,878 $2,803,953 $15,925 0.6% 49 | Pico Rivera $32,595,768 $33,164,063 ($568,295) (1.7%)
50 | South EI Monte $9,866,559 $9,827,652 $38,907 0.4% 50 | LaVerne $25,272,727 $25,846,547 ($573,820) (2.3%)
51 | Paramount $22,349,332 $22,304,041 $45,291 0.2% 51 | Alhambra $50,575,102 $51,754,955 ($1,179,853) (2.3%)
52 | Arcadia $45,970,881 $45,957,932 $12,949 0.0% 52 | Glendora $22,167,417 $22,736,426 ($569,009) (2.6%)
53 | Long Beach $383,824,000 $384,441,000 ($617,000) (.2%) 53 | Culver City $70,610,080 $72,935,927 ($2,325,847) (3.3%)
54 | South Gate $35,321,221 $35,686,831 ($365,610) (1.0%) 54 | Artesia $7,440,483 $7,699,562 ($259,079) (3.5%)
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Exhibit 7: General Fund Revenues, Expenditures and Net Revenues

Fiscal Year 2010-11 Fiscal Year 2011-12
General Fund General Fund | General Fund | % Net GF General Fund General Fund | General Fund | % Net GF
Rank City Revenues Expenditures Net Revenue Revenue Rank City Revenues Expenditures Net Revenue Revenue
55 | Santa Monica $266,324,593 $270,917,006 ($4,592,413) (1.7%) 55 | Whittier $51,724,154 $53,935,356 ($2,211,202) (4.3%)
56 | El Monte $48,936,211 $49,864,596 ($928,385) (1.9%) 56 | El Monte $50,425,256 $52,901,819 ($2,476,563) (4.9%)
57 | Inglewood $91,188,526 $93,635,491 ($2,446,965) (2.7%) 57 | Malibu $22,864,947 $23,990,727 ($1,125,780) (4.9%)
58 | Monterey Park $29,370,250 $30,285,009 ($914,759) (3.1%) 58 | Arcadia $45,795,470 $48,079,568 ($2,284,098) (5.0%)
59 | Hawaiian Gardens $16,140,191 $16,710,780 ($570,589) (3.5%) 59 | Covina $28,167,072 $29,581,412 ($1,414,340) (5.0%)
60 | El Segundo $52,261,377 $54,408,329 ($2,146,952) (4.1%) 60 | El Segundo $50,276,959 $53,771,645 ($3,494,686) (7.0%)
61 | Malibu $21,722,890 $22,641,708 ($918,818) (4.2%) 61 | Santa Clarita $80,248,130 $86,681,522 ($6,433,392) (8.0%)
62 | West Covina $49,055,522 $51,760,549 ($2,705,027) (5.5%) 62 | Downey $63,810,000 $69,232,000 ($5,422,000) (8.5%)
63 | LaPuente $9,678,875 $10,219,907 ($541,032) (5.6%) 63 | Irwindale $15,557,396 $16,970,554 ($1,413,158) (9.1%)
64 | Lynwood $26,536,562 $28,057,344 ($1,520,782) (5.7%) 64 | Walnut $10,855,654 $11,978,785 ($1,123,131) (10.3%)
65 | Rolling Hills Estates $5,780,776 $6,204,793 ($424,017) (7.3%) 65 | Santa Fe Springs $49,986,372 $55,669,656 ($5,683,284) (11.4%)
66 | Rosemead $16,477,300 $17,730,943 ($1,253,643) (7.6%) 66 | West Covina $48,345,460 $54,019,195 ($5,673,735) (11.7%)
67 | LaVerne $23,768,896 $25,588,297 ($1,819,401) (7.7%) 67 | Cudahy $6,900,915 $7,723,621 ($822,706) (11.9%)
68 | Pico Rivera $30,222,633 $32,819,053 ($2,596,420) (8.6%) 68 | Burbank $134,937,000 $152,537,000 ($17,600,000) (13.0%)
69 | Cudahy $5,930,943 $6,513,443 ($582,500) (9.8%) 69 | Rolling Hills $1,463,120 $1,697,941 ($234,821) (16.0%)
70 | Downey $61,269,000 $67,951,000 ($6,682,000) (10.9%) 70 | Glendale $138,953,000 $162,117,000 ($23,164,000) (16.7%)
71 | Santa Fe Springs $41,744,050 $46,483,379 ($4,739,329) (11.4%) 71 | Diamond Bar $17,927,859 $22,239,717 ($4,311,858) (24.1%)
72 | Cerritos $60,431,960 $68,949,923 ($8,517,963) (14.1%) 72 | Monrovia $25,206,231 $32,055,155 ($6,848,924) (27.2%)
73 | Glendale $142,582,000 $163,698,000 | ($21,116,000) (14.8%) 73 | San Fernando $12,144,406 $15,788,936 ($3,644,530) (30.0%)
74 | Burbank $130,993,000 $150,679,000 ($19,686,000) (15.0%) 74 | Montebello $33,716,297 $44,431,004 ($10,714,707) (31.8%)
75 | San Gabriel $25,312,197 $30,919,864 ($5,607,667) (22.2%) 75 | San Gabriel $24,543,179 $32,751,441 ($8,208,262) (33.4%)
76 | Lancaster $44,307,303 $54,631,910 ($10,324,607) (23.3%) 76 | Cerritos $59,970,701 $86,349,754 ($26,379,053) (44.0%)
77 | Montebello $33,446,847 $41,947,119 ($8,500,272) (25.4%) 77 | Vernon $27,460,829 $57,151,710 ($29,690,881) (108.1%)
78 | Monrovia $23,488,715 $30,958,641 ($7,469,926) (31.8%) NA | Azusa
79 | Hidden Hills $1,710,883 $2,258,156 ($547,273) (32.0%) NA | Bradbury
80 | San Fernando $14,724,735 $19,438,178 ($4,713,443) (32.0%) NA | Hawaiian Gardens
81 | Lawndale $11,313,334 $15,437,446 ($4,124,112) (36.5%) NA | Huntington Park

2012-2013 Los ANGELES COUNTY CIVIL GRAND JURY REPORT 120




CITIES FISCAL HEALTH, GOVERNANCE AND MANAGEMENT

Exhibit 7: General Fund Revenues, Expenditures and Net Revenues

Fiscal Year 2010-11

Fiscal Year 2011-12

General Fund General Fund | General Fund | % Net GF General Fund General Fund | General Fund | % Net GF
Rank City Revenues Expenditures Net Revenue Revenue Rank City Revenues Expenditures Net Revenue Revenue
82 | Diamond Bar $17,882,284 $27,804,147 ($9,921,863) (55.5%) NA | Inglewood
83 | Bradbury $907,791 $1,444,788 ($536,997) (59.2%) NA | La Habra Heights
84 | Vernon $27,894,119 $55,868,389 ($27,974,270) (100.3%) NA | Lawndale

Source: Comprehensive Annual Financial Report (CAFR) or Basic Financial Statements obtained from each City.

Financial information for FY 2010-11 or FY 2011-12 was not available from the cities of Avalon, Bell, Compton, and Maywood as of April 25, 2013.

Financial information for FY 2011-12 was not available from the cities of Azusa, Bradbury, Hawaiian Gardens, Huntington Park, Inglewood, La Habra Heights, and
Lawndale as of April 25, 2013.
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Change in General Fund Balance

Change in General Fund Balance is the difference from the beginning of the fiscal year to the
end of the fiscal year in the total city general fund balance. This change indicates the extent to
which total a city’s general funds are increasing or decreasing. Ideally, city net general fund
balance would be stable or increasing. A declining general fund balance indicates cities are
spending down their general fund in order to meet current financial obligations. The change in
general fund balance is calculated by subtracting the previous fiscal year’s general fund balance
for each city from the current year’s general fund balance. If the result is a positive number than
the general fund balance is increasing, if a negative number the general fund balance is
decreasing.

As the following Exhibit shows, 47 of the 84 cities had positive changes in their general fund
balance in Fiscal Year 2010-11. The remaining 37 cities general fund balance declined. The
exhibit also shows 32 of the 77 cities had positive changes in their general fund balance in Fiscal
Year 2011-12. The remaining 45 cities general fund balance declined. The average change in
general fund balance was -3.8% in 2010-11, and -14.5% for FY 2011-12. A positive percentage
change indicates that the city’s financial position is improving, while a negative percentage
change indicates that the city’s financial position is deteriorating.
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Exhibit 8:

Change in General Fund Balance (Ranked Positive to Negative Change in General Fund Balance)

Fiscal Year 2010-11

Fiscal Year 2011-12

Beginning Ending Change in % Change Beginning Ending Change in % Change

Rank City GF Balance GF Balance GF Balance GF Balance | Rank City GF Balance GF Balance GF Balance GF Balance
1 | Agoura Hills $10,346,064 $39,846,641 $29,500,577 285.1% 1 | Beverly Hills $39,846,641 $107,208,994 $67,362,353 169.1%
2 | Irwindale $27,375,796 $66,721,671 $39,345,875 143.7% 2 | South EI Monte $1,836,365 $2,932,157 $1,095,792 59.7%
3 | Azusa $9,656,687 $16,303,959 $6,647,272 68.8% 3 | Montebello $4,975,576 $7,155,057 $2,179,481 43.8%
4 | Duarte $14,583,081 $23,090,967 $8,507,886 58.3% 4 | Santa Monica $295,275,716 $416,257,281 $120,981,565 41.0%
5 | Paramount $14,177,317 $20,217,152 $6,039,835 42.6% 5 | Carson $23,501,291 $29,618,905 $6,117,614 26.0%
6 | Redondo Beach $9,894,077 $13,654,459 $3,760,382 38.0% 6 | Santa Fe Springs $25,249,104 $31,662,518 $6,413,414 25.4%
7 | Santa Monica $215,470,696 | $295,275,716 $79,805,020 37.0% 7 | LaVerne $8,545,949 $10,197,783 $1,651,834 19.3%
8 | Norwalk $21,682,417 $29,478,353 $7,795,936 36.0% 8 | Monterey Park $13,145,236 $15,528,130 $2,382,894 18.1%
9 | Culver City $38,893,637 $50,316,015 $11,422,378 29.4% 9 | Rolling Hills Estates $2,392,970 $2,800,565 $407,595 17.0%
10 | Carson $18,182,124 $23,501,291 $5,319,167 29.3% 10 | Long Beach $66,993,000 $77,123,000 $10,130,000 15.1%
11 | Artesia $3,163,243 $3,962,246 $799,003 25.3% 11 | Claremont $11,531,871 $13,191,567 $1,659,696 14.4%
12 | Palmdale $23,524,967 $29,325,007 $5,800,040 24.7% 12 | Los Angeles $523,288,000 $571,684,000 $48,396,000 9.2%
13 | Alhambra $8,080,126 $10,045,306 $1,965,180 24.3% 13 | South Pasadena $13,532,500 $14,754,459 $1,221,959 9.0%
14 | South Pasadena $11,199,357 $13,532,500 $2,333,143 20.8% 14 | Pasadena $49,911,540 $53,775,868 $3,864,328 7.7%
15 | Hawthorne $28,888,447 $34,484,777 $5,596,330 19.4% 15 | La Mirada $48,228,160 $51,887,661 $3,659,501 7.6%
16 | Los Angeles $436,484,000 | $520,058,000 $83,574,000 19.1% 16 | Gardena $9,267,031 $9,961,015 $693,984 7.5%
17 | Claremont $10,158,269 $11,688,535 $1,530,266 15.1% 17 | Lakewood $55,114,817 $58,824,823 $3,710,006 6.7%
18 | Hermosa Beach $5,241,329 $5,853,457 $612,128 11.7% 18 | Rancho Palos Verdes $18,900,262 $19,957,249 $1,056,987 5.6%
19 | Glendale $120,471,000 | $134,055,000 $13,584,000 11.3% 19 | Commerce $48,742,675 $51,324,280 $2,581,605 5.3%
20 | Signal Hill $24,525,625 $26,926,465 $2,400,840 9.8% 20 | Calabasas $16,990,628 $17,760,172 $769,544 4.5%
21 | West Hollywood $68,564,646 $75,148,519 $6,583,873 9.6% 21 | Duarte $23,090,967 $23,966,286 $875,319 3.8%
22 | Palos Verdes Estates $8,528,709 $9,332,667 $803,958 9.4% 22 | Hermosa Beach $5,853,457 $6,056,563 $203,106 3.5%
23 | Covina $10,608,489 $11,607,880 $999,391 9.4% 23 | Signal Hill $26,926,465 $27,604,374 $677,909 2.5%
24 | Manhattan Beach $18,245,833 $19,904,622 $1,658,789 9.1% 24 | Lomita $4,919,713 $5,041,171 $121,458 2.5%
25 | Santa Clarita $77,757,523 $83,690,219 $5,932,696 7.6% 25 | Hidden Hills $5,038,232 $5,151,627 $113,395 2.3%
26 | Lakewood $51,225,124 $55,114,817 $3,889,693 7.6% 26 | South Gate $44,430,290 $45,305,175 $874,885 2.0%
27 | Sierra Madre $5,136,891 $5,521,717 $384,826 7.5% 27 | Torrance $51,737,301 $52,697,045 $959,744 1.9%
28 | La Canada Flintridge $13,975,303 $14,997,521 $1,022,218 7.3% 28 | West Hollywood $74,528,324 $75,775,059 $1,246,735 1.7%
29 | Gardena $8,649,750 $9,267,031 $617,281 7.1% 29 | Paramount $20,217,152 $20,536,072 $318,920 1.6%
30 | Industry $204,929,546 | $219,000,959 $14,071,413 6.9% 30 | Bellflower $26,638,103 $27,034,507 $396,404 1.5%
31 | Santa Fe Springs $23,665,295 $25,249,104 $1,583,809 6.7% 31 | Pico Rivera $42,454,939 $42,945,527 $490,588 1.2%
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CITIES FISCAL HEALTH, GOVERNANCE AND MANAGEMENT

Exhibit 8: Change in General Fund Balance (Ranked Positive to Negative Change in General Fund Balance)

Fiscal Year 2010-11 Fiscal Year 2011-12
Beginning Ending Change in % Change Beginning Ending Change in % Change
Rank City GF Balance GF Balance GF Balance GF Balance | Rank City GF Balance GF Balance GF Balance GF Balance
32 | South Gate $41,736,638 $44,430,290 $2,693,652 6.5% 32 | El Monte $27,313,295 $27,530,762 $217,467 0.8%
33 | El Monte $25,716,836 $27,313,295 $1,596,459 6.2% 33 | Manhattan Beach $19,904,622 $19,860,593 ($44,029) (.2%)
34 | Arcadia $25,198,726 $26,733,547 $1,534,821 6.1% 34 | Westlake Village $15,429,166 $15,287,538 ($141,628) (.9%)
35 | LaVerne $8,061,447 $8,545,949 $484,502 6.0% 35 | San Dimas $30,886,489 $30,596,789 ($289,700) (.9%)
36 | Bell Gardens $38,147,258 $40,042,997 $1,895,739 5.0% 36 | Bell Gardens $40,042,997 $39,269,814 ($773,183) (1.9%)
37 | Glendora $16,088,976 $16,766,521 $677,545 4.2% 37 | Redondo Beach $13,654,459 $13,390,680 ($263,779) (1.9%)
38 | Huntington Park $30,991,807 $32,074,080 $1,082,273 3.5% 38 | La Canada Flintridge $14,997,521 $14,679,687 ($317,834) (2.1%)
39 | Rolling Hills $3,221,894 $3,321,129 $99,235 3.1% 39 | Culver City $50,316,015 $48,994,261 ($1,321,754) (2.6%)
40 | Temple City $24,700,378 $25,313,718 $613,340 2.5% 40 | West Covina $29,613,277 $28,767,970 ($845,307) (2.9%)
41 | Bellflower $27,469,072 $28,098,159 $629,087 2.3% 41 | Rosemead $15,319,072 $14,821,172 ($497,900) (3.3%)
42 | LaMirada $47,554,646 $48,527,355 $972,709 2.0% 42 | Arcadia $26,733,547 $25,799,162 ($934,385) (3.5%)
43 | San Dimas $30,419,495 $30,900,448 $480,953 1.6% 43 | Whittier $36,473,307 $34,873,937 ($1,599,370) (4.4%)
44 | Beverly Hills $97,564,979 $97,984,156 $419,177 0.4% 44 | Palos Verdes Estates $9,332,667 $8,891,466 ($441,201) (4.7%)
45 | Whittier $36,392,331 $36,473,307 $80,976 0.2% 45 | Temple City $25,313,718 $24,054,080 ($1,259,638) (5.0%)
46 | San Gabriel $11,160,821 $11,182,894 $22,073 0.2% 46 | Walnut $15,002,607 $14,215,976 ($786,631) (5.2%)
47 | Commerce $48,716,793 $48,742,675 $25,882 0.1% 47 | Alhambra $9,758,196 $9,245,955 ($512,241) (5.2%)
48 | La Habra Heights $5,577,027 $5,546,038 ($30,989) (.6%) 48 | Industry $219,000,959 | $207,304,768 | ($11,696,191) (5.3%)
49 | Rancho Palos Verdes $19,373,042 $18,900,263 ($472,779) (2.4%) 49 | Baldwin Park $17,077,153 $16,084,269 ($992,884) (5.8%)
50 | LaPuente $19,110,833 $18,569,801 ($541,032) (2.8%) 50 | Rolling Hills $3,321,129 $3,110,058 ($211,071) (6.4%)
51 | El Segundo $13,034,492 $12,628,952 ($405,540) (3.1%) 51 | Artesia $3,962,246 $3,682,488 ($279,758) (7.1%)
52 | Calabasas $17,617,282 $16,990,628 ($626,654) (3.6%) 52 | Palmdale $31,932,082 $29,657,651 ($2,274,431) (7.1%)
53 | Cerritos $183,100,074 $175,341,307 ($7,758,767) (4.2%) 53 | Sierra Madre $5,521,717 $5,110,444 ($411,273) (7.4%)
54 | Hawaiian Gardens $21,034,418 $20,095,731 ($938,687) (4.5%) 54 | Malibu $20,352,411 $18,572,523 ($1,779,888) (8.7%)
55 | Monterey Park $13,762,704 $13,145,236 ($617,468) (4.5%) 55 | Cudahy $7,530,636 $6,838,969 ($691,667) (9.2%)
56 | Westlake Village $16,308,401 |  $15,429,166 ($879,235) (5.4%) 56 | Covina $11,607,880 $10,537,723 ($1,070,157) (9.2%)
57 | Lawndale $24,655,831 |  $23,275,550 ($1,380,281) (5.6%) 57 | Glendora $16,766,521 $15,158,169 ($1,608,352) (9.6%)
58 | Torrance $55,023,286 |  $51,737,301 ($3,285,985) (6.0%) 58 | Burbank $100,907,000 $86,565,000 | ($14,342,000) (14.2%)
59 | West Covina $31,567,950 |  $29,613,277 ($1,954,673) (6.2%) 59 | Lynwood $6,533,260 $5,601,665 ($931,595) (14.3%)
60 | Pico Rivera $45,530,767 |  $42,454,939 ($3,075,828) (6.8%) 60 | Downey $23,227,000 $19,887,000 ($3,340,000) (14.4%)
61 | Burbank $108,520,000 | $100,907,000 ($7,613,000) (7.0%) 61 | Cerritos $175,341,307 $147,153,641 | ($28,187,666) (16.1%)
62 | San Marino $19,107,936 $17,399,938 ($1,707,998) (8.9%) 62 | Santa Clarita $83,690,219 $69,942,023 | ($13,748,196) (16.4%)
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CITIES FISCAL HEALTH, GOVERNANCE AND MANAGEMENT

Exhibit 8: Change in General Fund Balance (Ranked Positive to Negative Change in General Fund Balance)

Fiscal Year 2010-11

Fiscal Year 2011-12

Beginning Ending Change in % Change Beginning Ending Change in % Change

Rank City GF Balance GF Balance GF Balance GF Balance | Rank City GF Balance GF Balance GF Balance GF Balance

63 | Rosemead $16,953,956 $15,319,072 ($1,634,884) (9.6%) 63 | Irwindale $66,721,671 $55,367,683 | ($11,353,988) (17.0%)

64 | Baldwin Park $18,918,838 $17,077,153 ($1,841,685) (9.7%) 64 | San Marino $17,399,938 $14,258,891 ($3,141,047) (18.1%)

65 | Hidden Hills $5,585,505 $5,038,232 ($547,273) (9.8%) 65 | Norwalk $29,478,353 $23,871,998 ($5,606,355) (19.0%)

66 | Downey $23,119,000 $20,827,000 ($2,292,000) (9.9%) 66 | Diamond Bar $21,268,415 $17,144,314 ($4,124,101) (19.4%)

67 | Pasadena $53,177,187 $46,565,007 ($6,612,180) (12.4%) 67 | El Segundo $12,628,952 $10,168,440 ($2,460,512) (19.5%)

68 | Inglewood $19,569,028 |  $17,131,737 ($2,437,291) (12.5%) 68 | San Gabriel $11,182,894 $8,289,717 ($2,893,177) (25.9%)

69 | Lomita $5,651,721 $4,919,713 ($732,008) (13.0%) 69 | Lancaster $63,342,372 $38,910,226 ($24,432,146) (38.6%)

70 | Pomona $6,535,641 $5,689,100 ($846,541) (13.0%) 70 | Glendale $134,055,000 $59,566,000 | ($74,489,000) (55.6%)

71 | Monrovia $3,739,203 $3,216,328 ($522,875) (14.0%) 71 | Hawthorne $34,484,777 $14,153,974 ($20,330,803) (59.0%)

72 | Rolling Hills Estates $2,816,987 $2,392,970 ($424,017) (15.1%) 72 | LaPuente $18,569,801 $7,508,388 | ($11,061,413) (59.6%)

73 | Cudahy $8,967,448 $7,567,550 ($1,399,898) (15.6%) 73 | Pomona $5,689,100 $2,148,019 ($3,541,081) (62.2%)

74 | Lancaster $76,270,787 $63,342,372 | ($12,928,415) (17.0%) 74 | Agoura Hills $41,569,987 $9,024,831 | ($32,545,156) (78.3%)

75 | Lynwood $8,288,968 $6,533,260 ($1,755,708) (21.2%) 75 | San Fernando ($619,317) ($1,236,782) ($617,465) (99.7%)

76 | Bradbury $2,247,759 $1,710,762 ($536,997) (23.9%) 76 | Monrovia $3,216,328 ($8,827,446) | ($12,043,774) (374.5%)

77 | Malibu $26,751,198 $20,352,411 ($6,398,787) (23.9%) 77 | Vernon ($4,526,031) | ($25,120,702) | ($20,594,671) (455.0%)

78 | Diamond Bar $30,860,848 $21,268,415 ($9,592,433) (31.1%) NA | Azusa

79 | Walnut $21,952,372 $15,002,607 ($6,949,765) (31.7%) NA | Bradbury

80 | South EI Monte $3,802,320 $1,836,365 ($1,965,955) (51.7%) NA | Hawaiian Gardens

81 | Vernon $18,832,079 $7,809,740 ($11,022,339) (58.5%) NA | Huntington Park

82 | Long Beach $163,702,000 $66,993,000 ($96,709,000) (59.1%) NA | Inglewood

83 | Montebello ($6,682,148) $4,975,576 $11,657,724 (174.5%) NA | La Habra Heights

84 | San Fernando $102,384 ($619,317) ($721,701) (704.9%) NA | Lawndale

Source: Comprehensive Annual Financial Report (CAFR) or Basic Financial Statements obtained from each City.

Financial information for FY 2010-11 or FY 2011-12 was not available from the cities of Avalon, Bell, Compton, and Maywood as of April 25, 2013.
Financial information for FY 2011-12 was not available from the cities of Azusa, Bradbury, Hawaiian Gardens, Huntington Park, Inglewood, La Habra Heights, and
Lawndale as of April 25, 2013.
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CITIES FISCAL HEALTH, GOVERNANCE AND MANAGEMENT

Unassigned General Fund Reserve

Unassigned General Fund Balance is the portion of a city’s general fund balance that is not
assigned for a specific use and, therefore, available for appropriation. The Government Finance
Officers Association recommends each city have an unassigned general fund reserve of no less
than two months (16.6%) of regular general fund operating revenues or regular general fund
operating expenditures. These are funds that have been formally set aside for use in
emergencies, revenue shortages, or budget imbalances, as well as provide stable tax rates,
maintain government services, and facilitate long-term financial planning.

As the exhibit on the following pages shows, 55 of the 84 cities had unassigned general fund
reserves greater than 16.6%, or two months, of regular general fund operating expenditures for
Fiscal Year 2010-11. The exhibit also shows 47 of the 77 cities had unassigned general fund
reserves greater than 16.6%, or two months, of regular general fund operating expenditures for
Fiscal Year 2011-12. The average unassigned general fund reserves percentage of regular
general fund operating expenditures was 51.4% in FY 2010-11, and 38.3% in FY 2011-12.
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Exhibit 9: General Fund Balance Indicators (Ranked Highest to Lowest % Unassigned GF Balance)
Fiscal Year 2010-11 Fiscal Year 2011-12

GF Balance % | Unassigned GF | Unassigned GF GF Balance % | Unassigned GF | Unassigned GF
Rank City of GF Exp's Balance % of GF Exp's | Rank City of GF Exp's Balance % of GF Exp's
1 | Industry 609.4% $218,205,140 607.2% 1 [ Industry 456.4% $206,508,950 454.7%
2 | Temple City 253.8% $23,542,553 236.1% 2 | Hidden Hills 313.9% $4,791,648 291.9%
3 | Hidden Hills 223.1% $4,678,424 207.2% 3 | Rolling Hills 183.2% $3,005,146 177.0%
4 | Rolling Hills 210.4% $3,265,198 206.8% 4 | Westlake Village 170.1% $12,525,377 139.3%
5 | La Habra Heights 197.8% $5,472,642 195.2% 5 | La Canada Flintridge 138.3% $12,346,098 116.3%
6 | Bradbury 118.4% $2,710,762 187.6% 6 | Duarte 210.3% $12,421,537 109.0%
7 | Hawaiian Gardens 120.3% $20,095,731 120.3% 7 | Calabasas 94.2% $17,746,565 94.1%
8 | La Canada Flintridge 140.5% $12,734,288 119.3% 8 | Cudahy 88.5% $6,838,969 88.5%
9 | Cerritos 254.3% $71,056,060 103.1% 9 | Agoura Hills 86.8% $8,883,578 85.5%
10 | Duarte 194.7% $11,552,824 97.4% 10 | La Mirada 182.1% $24,253,682 85.1%
11 | Westlake Village 163.2% $8,761,505 92.7% 11 | Cerritos 170.4% $67,305,842 77.9%
12 | Calabasas 86.9% $16,972,163 86.8% 12 | Commerce 109.7% $36,051,479 77.1%
13 | Agoura Hills 374.2% $8,547,388 80.3% 13 | San Marino 73.1% $14,152,605 72.6%
14 | San Marino 87.2% $15,934,468 79.8% 14 | Rancho Palos Verdes 114.3% $12,464,439 71.4%
15 | Lawndale 150.8% $11,560,364 74.9% 15 | Bellflower 118.5% $14,376,492 63.0%
16 | La Mirada 171.7% $20,693,194 73.2% 16 | Santa Clarita 80.7% $50,664,338 58.4%
17 | Bell Gardens 186.3% $0 73.2% 17 | Culver City 67.2% $42,583,643 58.4%
18 | Commerce 104.3% $33,552,248 71.8% 18 | Diamond Bar 77.1% $12,616,200 56.7%
19 | Bellflower 124.9% $15,735,669 70.0% 19 | San Dimas 172.1% $9,976,322 56.1%
20 | Santa Clarita 124.3% $46,915,238 69.7% 20 | Rosemead 87.2% $9,519,173 56.0%
21 | Rancho Palos Verdes 110.6% $11,385,761 66.7% 21 | South Pasadena 69.8% $11,757,341 55.6%
22 | Sierra Madre 76.2% $4,721,717 65.2% 22 | LaPuente 78.5% $4,843,455 50.6%
23 | Culver City 72.7% $42,492,244 61.4% 23 | Paramount 89.9% $11,335,035 49.6%
24 | Diamond Bar 76.5% $16,726,964 60.2% 24 | Beverly Hills 69.8% $69,963,868 45.5%
25 | Rosemead 86.4% $10,209,075 57.6% 25 | Santa Fe Springs 56.9% $23,978,015 43.1%
26 | San Dimas 163.2% $10,451,853 55.2% 26 | Whittier 64.7% $20,875,491 42.0%
27 | LaPuente 181.7% $5,601,360 54.8% 27 | Signal Hill 173.3% $6,642,291 41.7%
28 | South Pasadena 69.2% $10,541,790 53.9% 28 | Malibu 77.4% $8,680,522 36.2%
29 | Artesia 59.1% $3,007,803 44.9% 29 | Manhattan Beach 39.0% $18,134,492 35.6%
30 | Whittier 70.3% $22,674,738 43.7% 30 | Rolling Hills Estates 46.9% $2,101,763 35.2%
31 | Beverly Hills 67.1% $63,862,068 43.7% 31 | Santa Monica 124.6% $117,225,871 35.1%
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Exhibit 9: General Fund Balance Indicators (Ranked Highest to Lowest % Unassigned GF Balance)
Fiscal Year 2010-11 Fiscal Year 2011-12

GF Balance % | Unassigned GF | Unassigned GF GF Balance % | Unassigned GF | Unassigned GF

Rank City of GF Exp's Balance % of GF Exp's | Rank City of GF Exp's Balance % of GF Exp's
32 | Santa Monica 109.0% $108,382,191 40.0% 32 | Artesia 47.8% $2,691,563 35.0%
33 | Signal Hill 170.8% $6,167,408 39.1% 33 | Palmdale 62.6% $16,415,346 34.6%
34 | Glendale 81.9% $63,408,000 38.7% 34 | Claremont 67.1% $6,227,688 31.7%
35 | Manhattan Beach 40.0% $18,270,832 36.7% 35 | Covina 35.6% $9,187,601 31.1%
36 | Palmdale 61.2% $17,472,584 36.5% 36 | Norwalk 66.9% $10,668,298 29.9%
37 | Covina 41.0% $10,284,466 36.3% 37 | Hawthorne 28.9% $14,100,610 28.8%
38 | Santa Fe Springs 54.3% $16,439,102 35.4% 38 | Carson 49.0% $15,971,310 26.4%
39 | Cudahy 29.3% $6,707,195 33.6% 39 | West Covina 53.3% $13,187,181 24.4%
40 | Hawthorne 70.9% $16,077,846 33.1% 40 | Glendale 36.7% $37,852,000 23.3%
41 | Malibu 89.9% $7,058,095 31.2% 41 | Hermosa Beach 24.5% $5,776,500 23.3%
42 | Burbank 67.0% $46,871,000 31.1% 42 | Temple City 230.3% $2,352,402 22.5%
43 | Claremont 58.8% $6,149,503 30.9% 43 | Lancaster 71.4% $11,700,986 21.5%
44 | Huntington Park 107.4% $9,153,901 30.7% 44 | Torrance 36.7% $30,771,557 21.4%
45 | Lancaster 115.9% $16,502,115 30.2% 45 | Arcadia 53.7% $9,745,454 20.3%
46 | Rolling Hills Estates 38.6% $1,766,793 28.5% 46 | South Gate 122.5% $7,216,043 19.5%
47 | Norwalk 69.6% $10,736,919 25.4% 47 | Lynwood 20.4% $5,079,182 18.5%
48 | Hermosa Beach 24.1% $5,635,231 23.2% 48 | El Monte 52.0% $8,644,339 16.3%
49 | Paramount 30.9% $11,120,183 22.3% 49 | Montebello 16.1% $7,047,301 15.9%
50 | Arcadia 58.2% $8,711,216 19.0% 50 | Palos Verdes Estates 86.8% $1,605,774 15.7%
51 | Carson 40.9% $10,591,610 18.4% 51 | West Hollywood 127.1% $9,295,313 15.6%
52 | Inglewood 18.3% $17,131,737 18.3% 52 | El Segundo 18.9% $7,839,124 14.6%
53 | Lynwood 23.3% $5,115,452 18.2% 53 | South EI Monte 29.8% $1,294,223 13.2%
54 | West Covina 57.2% $8,786,221 17.0% 54 | Sierra Madre 71.6% $870,761 12.2%
55 | El Monte 54.8% $8,440,216 16.9% 55 | Downey 28.7% $6,123,000 8.8%
56 | Baldwin Park 76.4% $3,429,025 15.3% 56 | Baldwin Park 71.3% $1,826,473 8.1%
57 | Downey 30.7% $10,070,000 14.8% 57 | Monterey Park 48.2% $2,505,441 7.8%
58 | South Gate 124.5% $4,716,524 13.2% 58 | Los Angeles 14.1% $272,905,000 6.7%
59 | Pico Rivera 129.4% $3,767,252 11.5% 59 | Lakewood 149.1% $2,564,755 6.5%
60 | Palos Verdes Estates 89.7% $1,111,013 10.7% 60 | Lomita 69.0% $373,356 5.1%
61 | Montebello 11.9% $4,394,672 10.5% 61 | San Gabriel 25.3% $1,140,249 3.5%
62 | El Segundo 23.2% $5,315,133 9.8% 62 | Long Beach 20.3% $4,857,000 1.3%
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Exhibit 9: General Fund Balance Indicators (Ranked Highest to Lowest % Unassigned GF Balance)
Fiscal Year 2010-11 Fiscal Year 2011-12
GF Balance % | Unassigned GF | Unassigned GF GF Balance % | Unassigned GF | Unassigned GF
Rank City of GF Exp's Balance % of GF Exp's | Rank City of GF Exp's Balance % of GF Exp's
63 | Torrance 35.4% $14,156,365 9.7% 63 | Walnut 118.7% $89,005 0.7%
64 | Lomita 67.7% $619,957 8.5% 64 | Alhambra 17.9% $374,673 0.7%
65 | Monterey Park 43.4% $2,505,441 8.3% 65 | Redondo Beach 20.2% $383,446 0.6%
66 | Los Angeles 13.3% $253,882,000 6.5% 66 | Gardena 23.5% $217,873 0.5%
67 | Alhambra 20.0% $2,344,568 4.7% 67 | Bell Gardens 177.6% $0 0.0%
68 | Lakewood 138.2% $1,258,266 3.2% 67 | Burbank 56.8% $47,098,000 0.0%
69 | South El Monte 18.7% $197,862 2.0% 67 | Glendora 66.7% $0 0.0%
70 | Gardena 23.9% $257,210 0.7% 67 | Irwindale 326.3% $0 0.0%
71 | Long Beach 17.4% $682,000 0.2% 67 | La Verne 39.5% $0 0.0%
72 | Glendora 78.6% $0 0.0% 67 | Pico Rivera 129.5% $0 0.0%
72 | Irwindale 384.7% $0 0.0% 67 | Pomona 3.0% $0 0.0%
72 | La Verne 33.4% $0 0.0% 74 | San Fernando (7.8%) ($1,572,548) (10.0%)
72 | Pomona 7.5% $0 0.0% 75 | Pasadena 31.0% ($40,129,137) (23.1%)
72 | Redondo Beach 21.2% $0 0.0% 76 | Monrovia (27.5%) ($8,874,464) (27.7%)
72 | Walnut 131.8% $0 0.0% 77 | Vernon (44.0%) ($27,064,820) (47.4%)
78 | Pasadena 25.7% ($1,390,808) (.8%) NA | Azusa
79 | San Gabriel 36.2% ($639,868) (2.1%) NA | Bradbury
80 | West Hollywood 128.2% ($1,266,412) (2.2%) NA | Hawaiian Gardens
81 | San Fernando (3.2%) ($856,695) (4.4%) NA | Huntington Park
82 | Vernon 14.0% ($4,584,595) (8.2%) NA | Inglewood
83 | Azusa 53.5% ($4,662,967) (15.3%) NA | La Habra Heights
84 | Monrovia 10.4% ($8,392,252) (27.1%) NA | Lawndale
Source: Comprehensive Annual Financial Report (CAFR) or Basic Financial Statements obtained from each City.
Financial information for FY 2010-11 or FY 2011-12 was not available from the cities of Avalon, Bell, Compton, and Maywood as of April 25, 2013.
Financial information for FY 2011-12 was not available from the cities of Azusa, Bradbury, Hawaiian Gardens, Huntington Park, Inglewood, La Habra
Heights, and Lawndale as of April 25, 2013.
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FINDINGS - FISCAL HEALTH

1. Most cities expended more than they received in revenues during FY 2011-12.
2. Most cities’ total net assets and general fund balances declined during FY 2011-12, and
several cities’ ratios of total net assets to total liabilities are lower than desirable.

RECOMMENDATIONS - FISCAL HEALTH !

1. All cities should adopt financial planning, revenue and expenditure policies to guide city
officials to develop sustainable, balanced budgets.

2. All cities should develop a balanced budget and commit to operate within the budget
constraints.

3. All cities should not use one-time revenues to fund recurring or on-going expenditures.

4. All cities should adopt a method and practice of saving into a reserve or “rainy day” fund
to supplement operating revenue in years of short fall.

! See Exhibit 12
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GOVERNANCE AND FINANCIAL MANAGEMENT BEST PRACTICES

The current fiscal health of cities is largely due to the economic downturn that began in 2008 and
continues. However, the overall governance and management practices of each city contributed
to how well each city was prepared for this downturn, and how effectively each has responded.
The following sections of this report present information on best practices for local governments
in the areas of governance and financial management.

Current practices by the cities are compared to these best practices and recommendations made
for improvements. These best practices and recommendations should be useful to the cities in
addressing their current financial challenges, and preparing for the future.

The Grand Jury identified best practices for local governments in the areas of governance and
financial management to be used as a basis for comparison with the practice of cities. A
questionnaire was developed and administered to identify the current practice of cities in each of
these areas. As part of this questionnaire cities were requested to provide specific documentation
in each of these areas and to provide comments or explanations regarding their responses and
policies. In the following sections, the Grand Jury provides information on the best practices
identified, and compares the current practices of cities with these best practices.

A copy of the questionnaire is provided in Appendix A of this report. The following table shows
each city’s response in each area.
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Exhibit 10: Overview of Governance and Financial Management Best Practices Questionnaire Reponses
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South El Monte N N Y N Y Y Y N Y Y Y N Y Y Y Y N Y N Y Y N Y Y N N NA Y Y Y Y Y | 22| 69% | 50
South Pasadena Y N Y N Y Y Y N Y Y N N Y N Y Y N Y Y Y N N Y Y Y Y Y Y Y 21 | 66% | 56
Southgate Y Y Y Y Y Y Y N Y Y N Y N N N Y N Y N N Y Y Y Y N Y NA Y Y Y Y Y | 21 | 66% | 56
Temple City Y Y Y Y Y Y Y N Y Y N N Y Y Y N Y N N Y Y Y Y Y N Y N Y Y Y Y Y 25 | 78% | 31
Torrance Y Y Y Y Y Y Y Y Y Y N N Y Y Y Y Y N Y Y Y Y Y Y Y N NA Y Y Y Y Y | 28 | 88% | 14
Vernon Y Y Y Y Y Y Y Y Y Y N N Y Y Y Y Y Y Y Y Y Y Y Y Y Y N Y Y Y Y Y |30 | 94% | 3
Walnut Y Y Y Y Y Y Y Y Y N N N Y N Y Y Y Y Y N Y Y Y Y N Y Y Y Y Y Y Y 27 | 84% | 20
West Covina Y N Y Y Y Y Y N Y N N N N N N N N N N N N Y N N N N NA Y Y Y Y Y | 14 | 44% | 85
West Hollywood Y Y Y Y Y Y Y N Y Y N N Y Y Y Y Y Y N Y Y Y Y Y N Y Y Y Y Y Y Y 28 | 88% | 14
Westlake Village Y Y Y Y Y Y Y N Y Y N N Y Y N N Y Y Y Y Y N Y Y Y Y Y Y Y | 24| 75% | 36
Whittier Y Y Y Y Y Y Y N Y N N N N Y Y Y Y N N N Y Y Y N N N NA Y Y Y Y Y | 21 | 66% | 56
Positive Responses 62 52 86 74 76 81 86 28 88 71 9 63 68 45 72 54 52 33 36 67 64 80 77 65 18 63 44 88 83 88 85 84
Percentage 70% | 59% | 98% | 84% | 86% | 92% | 98% | 32% | 100% | 81% | 10% | 72% | 77% | 51% | 82% | 61% | 59% | 38% | 41% | 76% | 73% | 91% | 88% | 74% | 20% | 72% | 50% | 100% | 94% | 100% | 97% | 95%
Average Number and Percentage of Positive Responses | 23 | 72%
Notes:
1. * A few cities did not provide the requested documentation to support the city’s responses, or the documentation provided did not adequately support the city’s responses. These responses have been replaced with an *.
Each city was given numerous opportunities, over several months, to provide the requested documentation.
2. Some cities did not respond to some questions. If a question was left blank an answer of No was assumed.
3. The Executive of the City of Los Angeles is the elected Mayor. As such, it would not be appropriate for the City Council to establish goals or evaluate the executive’s performance.
Responses of No to questions 4 and 5 regarding establishing goals and evaluation of the executive are considered appropriate and positive responses for the City of Los Angeles.
4. For all cities a No is considered a positive response for Question 20. Does your city allow the independent auditor to provide non-audit services to the city?
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GOVERNANCE PRACTICES

The quality of the leadership of an organization determines its performance and effectiveness.
An organization with effective leadership prepares for and quickly resolves issues and
challenges, provides clarity of direction and roles and establishes real accountability for the
organization.

“Governance” describes the role of the city council in providing leadership for an organization.
Governance generally includes responsibility for providing the overall direction for the
organization, making key decisions for the organization through policy, and overseeing the
organization’s performance. Key tools of effective governance include strategic planning and
management including performance measurement and monitoring. The city council in each city
is responsible for governing the organization.

Strategic Planning

The role of any city council is to provide strategic focus and direction for the city. Oversight is
also an important function for any city council, ensuring that organizational activities are
consistent with legal requirements and its own policies and procedures. Since the city council of
each city controls the focus and direction of the organization, the risks posed by ineffective
leadership are substantial.

Strategic planning is a disciplined effort to produce fundamental decisions and shape and guide
what an organization is, what it does and why it does it. When the strategic plan is linked to
operations, all groups in the organization have a clear understanding of its purpose, the strategies
used to achieve that purpose and the progress being achieved.

The International City/County Management Association (ICMA) is the professional association
of city and county managers and administrators. The following excerpt is from the ICMA’s
publication: Strategic Planning: A New Perspective for Public Managers (2002).

Strategic thinking and planning is one of the most critical elements of public
management. Its purpose is to establish long-term goals, annual objectives, and
detailed actions/strategies that address issues related to performance,
productivity, required statutory services, and community and personal well-being.
Yet even though it is a key factor in the success of any organization, efforts to
implement strategic thinking and planning often fail.

In addition the Government Finance Officer’s Association recommends that:

...all governmental entities use some form of strategic planning to provide a long-
term perspective for service delivery and budgeting, thus establishing logical

links between authorized spending and broad organizational goals.(GFOA:
Recommended Budget Practice on the Establishment of Strategic Plans (2005)(Budget).
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Most cities (62 yes, 24 no, 2 not documented) responded that the city council developed and
adopted a strategic plan that articulates the mission, vision, core values and priorities for the city.
The Grand Jury asked each city to provide a copy of their strategic plan. In the review of this
documentation and comments provided by the cities the Grand Jury found that several cities had
developed and adopted comprehensive strategic plans. Other cities developed mission, vision,
core values and goals through strategic planning sessions with the city council. These strategic
planning efforts include assessments of the city’s strengths, weaknesses, opportunities, and
threats, and included identification of specific strategies and initiatives with responsibility for
completion and timelines. Many of these cities conduct follow-up sessions every six months to
monitor and evaluate progress and any changes in priorities. These strategic plans also provide
appropriate strategic focus and direction for these cities.

Several cities that responded that they had adopted strategic plans provided documentation of
annual or biennial budget goals adopted. While these are important for the budget, they are
typically focused on the short term. Budget goals do not provide the appropriate strategic focus
for these cities that would be accomplished through a strategic planning effort.

A few cities submitted a copy of the city’s general plan as their strategic plan. Every city is
required to have a general plan by state law (Government Code section 65300). The purpose of a
general plan is to define the city’s physical development and focuses primarily on land use. A
general plan does not meet any standards for an organizational strategic plan.

Performance Measurement

Performance measurement demonstrates the success of organizational activities in addressing a
specific need. Meaningful performance measurement includes a balanced set of indicators,
ensures the collection of reliable indicator data, provides for the analysis and reporting of
indicator information and drives service improvement efforts and the testing of new initiatives.
Performance measures should generally be quantified to allow for comparison of performance
from year to year.

The following is an excerpt from the Government Finance Officers Association recommended
best practice regarding performance management and indicators:

...program and service performance measures (should) be developed and used as
an important component of long term strategic planning and decision making
which should be linked to governmental budgeting. Performance measures
should:

e Be based on program goals and objectives that tie to a statement of
program mission or purpose;

e Measure program outcomes;

e Provide for resource allocation comparisons over time;

e Measure efficiency and effectiveness for continuous improvement;

o Be verifiable, understandable, and timely;

e Be consistent throughout the strategic plan, budget, accounting and
reporting systems and to the extent practical, be consistent over time;
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e Be reported internally and externally;

e Be monitored and used in managerial decision-making processes;

¢ Be limited to a number and degree of complexity that can provide an
efficient and meaningful way to assess the effectiveness and efficiency of
key programs; and

e Be designed in such a way to motivate staff at all levels to contribute

toward organizational improvement. (GFOA: Performance Management:
Measurement for Decision Making (2002 and 2007) Budget)

Most of the cities (52 yes, 36 no) also responded that the city council had adopted performance
measures on priorities. The Grand Jury asked each city to provide copies of their performance
measures or indicators. In reviewing this supporting documentation and comments provided by
the cities the Grand Jury found several cities had developed performance indicators tied directly
to the strategic goals adopted by the council. Several cities that responded indicated they had
developed and reported on performance measures. However, they did not provide any
documentation on performance measures. Other cities” performance information was not
quantified, or was focused on activities or workload, with little or no information on results or
outcomes.

Cities that have not developed and reported on performance measures or indicators to evaluate
outcomes on priorities should consider do so. These performance measures should be quantified,
focused on results. Information should be provided for several years to allow evaluation of
progress over time.

City Council and Executive Relationship

Effective governance requires that formal structures and practices define how the city council
carries out its duties. Many city councils develop and document bylaws, policies and procedures
that clearly define the role of the city council members. Specific areas in which policies are most
often needed include the role of city council members and the executive. The relationship
between the city council and management is extremely important.

Cities operate most effectively when there is a clear definition and understanding of the city
council’s role, management’s role and the difference between the two. The city council’s role
should be to provide policy direction and oversight. Management’s role is to execute that
direction.

It is also important for city council members to recognize that their authority only exists when
acting as a body. Individual members of a city council have no authority to make decisions or
direct the city’s management or city staff. Only decisions and directives of the city council,
acting as a whole, are authoritative and binding.
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